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The AMP Building at Circular Quay is historically 
significant as Australia’s first “skyscraper”. It was 
opened by the Prime Minister Sir Robert Menzies 
in 1962. 

Quay Credit Union commenced operations within 
this magnificent building as the AMP Employee’s 
and Agents’ Credit Union in 1971. 

Our approach is very simple – we offer personalised 
service that has stood the test of time.
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Chair & CEO’s Report

The past year has seen a continuation of the 
adjustment of the economy to a low interest rate 
environment.  This adjustment has had a similar 
impact on your Credit Union as it has on many of 
you, our members. Just as for retirees it may mean 
lower income from fixed interest retirement portfolios, 
likewise Quay Credit Union must also deal with the 
lower income being earned on our loans and other 
investments. As has been forewarned in previous 
years reports, this reduction is only partially offset by 
paying lower rates on deposits. 

There is much conjecture amongst economists as to 
how long the low rate environment will prevail. To date 
there is little evidence of inflationary pressure building 
in the Australian economy.  Indeed, if anything, the 
impact of an increasingly networked global economy 
does not permit either businesses or employees to 
exert much upward pricing pressure for their services.  
In fact many members will no doubt have seen price 
declines on a range of products and services that they 
purchase, so even though rates are at historically low 
levels, we are yet to see any signs that they will rise 
dramatically over the coming year.

Your Credit Union is a prudently run and highly 
regulated business. As such our plans for the 
immediate future have been based on the assumption 
that lower rates and margins are here to stay.  
Whilst from a prudential standpoint we plan from 
this perspective, we do however recommend our 
members who are borrowers consider what the 
impact would be if rates were to suddenly increase by 
a percent or two. A key lesson from the global financial 
crisis is that economic conditions can change quickly 
and dramatically and a certain level of conservatism in 
structuring financial affairs offers greater security.

Quay has ended the past year in a healthy financial 
position. Progress over many years on a disciplined 
risk management culture coupled with containment 
of costs has led to a strong balance sheet and low 
risk loan portfolio. Staff and Management are to be 
complimented on their efforts in this regard.

This year we moved to become a branchless 
operation.  Whilst this will assist in keeping costs low 
over the long term, the primary motivation behind 
this decision was to become more responsive and 
innovative in serving members.  It has forced us to 
focus on all the “other points” of interaction with 
members. The changes arising from the mobile and 
digital revolution is being felt in all industries and 
most experts believe we are still well away from the 
full impact. Quay intends to be at the forefront of the 
developing opportunities and the absence of a branch 
provides added motivation for us to effectively serve 
the needs of members through our phone, internet, 
mobile and Bank@Post services.
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Chair & CEO’s Report

It is important to note that Quay Credit Union remains 
committed to the original values that led to its 
establishment in the first place.  We are here for our 
members and not public shareholders.  We value 
every interaction with members as another opportunity 
to continue building a long term relationship.  We view 
phone calls as an invitation to have a conversation, not 
a transaction to be processed.  We know our purpose 
is about delivering stress free banking, not about 
making as much profit as possible.

It is interesting to note that the Credit Union started 
because members believed that banking could be 
done much better.  In the new digital landscape there 
is much discussion about how successful companies 
enable and allow high levels of collaboration between 
themselves and their customers. Customers co-create 
the successful modern enterprise. This should come 
naturally to us because it is our history and heritage 
and we plan to engage more with our current and 
future members to continue building a business that 
delivers what you want. We always remember that our 
members established the Credit Union with their ideas 
and support and now, more than ever, technology 
enables members to be part of the ongoing “evolution” 
of the Credit Union they originally built.

Assets
The year saw your Credit Union grow to $207 million 
in assets. This growth came almost entirely through 
word of mouth, for which we are most grateful. At 
present we spend very little on advertising as we fail 
to see the payoff for members in terms of return on 
investment. We aspire to continue to grow because 
we see the advantage of greater scale, but we will 
not waste capital to achieve that growth.

Costs
Disciplined focus on costs remains a hallmark of 
Quay Credit Union. Our costs as a percentage of 
assets are 1.9% - one of the lowest ratios amongst 
all Credit Unions. This result has been achieved 
without compromise on either member service or risk 
management. The low costs enable us to continue 
to compete in an environment of much greater 
transparency for consumers. 

Loans and Credit Card
Unfortunately, over the past year we have seen a 
modest decline in our loan portfolio.  In the main 
this reflects the gradual repayment of loans by our 
members thanks to the low interest rate environment.  
In some cases loans were repaid as investors took the 
opportunity to sell property in the rising market. 
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This means however that our current level of liquidity 
presents a wonderful opportunity for us to increase  
our lending to those children of our loyal members who 
now find themselves in need of a home or personal 
loan.  We are well positioned to serve a second (and 
third) generation of members with our range of loan 
products. To this end you will note our improved loan 
offerings for first home buyers.

This year we launched the Quay Credit Card. This was a 
major undertaking as we developed our own credit card 
and did not simply “rebadge” a competitors offering 
as some others in the industry have done. This has given 
us a much greater level of flexibility in the design and 
management of the product, thus ensuring that we can 
deliver the level of service and member engagement to 
which we aspire.

Member Relationships
The member survey was again conducted in April 
2014. This is the 4th year we have conducted a full 
review of what you think of the Credit Union. I am 
pleased to be able to report that once again the 
feedback has been positive with confirmation of 
ongoing high levels of satisfaction. Our overall service 
was rated as “excellent” by 73% of respondents.

Given the importance of word of mouth referrals to our 
growth, we are happy that most members indicated 
that they would be willing to recommend the Credit 
Union to their family and friends. This is something we 
consider to be a key measure of overall satisfaction.  
One final measure to highlight from the survey is that 
our “net promoter” score was 31. This is a common 
standardised measure of customer satisfaction that is 
used in many industries. It is calculated by adding up 
the percentage of customers who are highly likely to 
recommend a particular business and subtracting those 
who are unlikely to recommend. Our score compares 
favourably with the major banks, all of whom have 
negative scores. It is our aim to improve this score even 
further over the coming years.

Credit Union Industry 
Quay is part of a wider Credit Union community with 
the industry body known as the Customer Owned 
Banking Association (COBA). As well as Credit 
Unions, a number of Building Societies and Mutual 
Banks are members and there are around 90 member 
organisations in total. COBA is taking an energetic 
role in ensuring the industry has an active voice in the 
community, especially through PR and government 
submissions – most notably to the current review of the 
financial services sector.

These initiatives are very helpful for Quay as we benefit 
when the Credit Union and Mutual Sector is well known 
and highly regarded in the community. We support the 
efforts to increase awareness that organisations driven 
by member needs continue to provide a much better 
alternative than profit centred banks.

As mentioned above, we are conscious that our 
business would benefit from greater scale. An increase 
in scale would allow for marginal cost reductions 
in some back office and support functions. This 
would free up capital for investment in areas that 
would directly improve the products and services for 
members. The Credit Union retains a watching brief 
on the industry, looking for opportunities for greater 
cooperation and collaboration. Ultimately there may 
even be attractive merger options within the Credit 
Union industry. However, any identified opportunities 
would have the ultimate test of whether the merger 
was in the best long term interests of our members.

Community Support
Quay Credit Union, its staff and directors continued 
active support of the Nelune Foundation during the 
year. The Nelune Foundation is a not-for-profit, fund-
raising organisation whose sole aim is to provide 
practical support and deliver world-class services 
and treatments to cancer patients, regardless of their 
personal or financial circumstances. 

The Nelune Foundation has a tremendous record 
of improving the conditions for cancer patients in 
hospital and every cent donated to this charity goes 
directly to the cause and not to any administrative 
overheads because it is run totally by volunteers. We 
are proud of our long association with the work of 
this charity.

Appreciation
We are most appreciative of the efforts of all our staff 
over the past year.  We have already mentioned that 
late in 2013 our staff transitioned to a branchless 
operation, with everyone now located in our office in 
Hunter Street. This allows more frequent and open 
interaction between our Member Services team and 
the rest of the business, which we believe is good for 
the Credit Union. The year has also seen our newer 
managers taking on increased levels of responsibility 
as they settle into their more senior positions. 

We take this opportunity to thank all staff for their 
contribution to the business over the year.

And finally we would like to recognise that without 
you, our members, we would not be in the position 
we are. Your support is magnificent and your feedback 
invaluable. You create the future and for this we 
thank you.

Chris Old          Anthony Wamsteker 
Chairman           Chief Executive Officer

 
  

 
 
Chris Old     
Chairman     
 

Chair & CEO’s Report (continued)
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Statistical Summary 
2014 2013 2012 2011 2010

Total assets 206,813,062 201,221,017 194,717,759 181,446,547 145,827,895

Member deposits 187,438,786 181,984,894 175,296,471 163,475,853 127,474,919

Members equity 17,014,853 16,392,232 15,762,166 14,736,439 13,733,887

Member loans 128,128,315 139,407,318 139,018,586 133,845,201 106,640,447

Loans funded 26,382,707 39,730,050 33,795,148 51,478,971 36,782,234

Impaired % total loans 0.03% 0.01% 0.02% 0.03% 0.59%

Bad debts written off 2,486 593 16,711 31,922 12,244

Net interest revenue 4,338,926 4,249,778 4,687,120 4,678,135 4,185,851

Operating expenses 3,899,970 3,818,646 3,797,884 3,738,237 3,309,789

Profit after tax 622,621 630,066 1,025,727 1,002,552 963,145

Return on average assets 0.31% 0.31% 0.55% 0.61% 0.70%

Liquidity 29.16% 21.08% 20.85% 22.84% 23.59%

Capital adequacy 16.97% 16.60% 17.24% 17.83% 20.71%

Profit After Tax ($) 

2010 963,145

2011 1,002,552

2012 1,025,727

2013 630,066

2014 622,621

Total Assets ($) 

2010 145,827,895

2011 181,446,547

2012 194,717,759

2013 201,221,017

2014 206,813,062

Member Loans ($)

2010 106,640,447

2011 133,845,201

2012 139,018,586

2013 139,407,318

2014 128,128,315

Loans Funded ($) 

2010 36,782,234

2011 51,478,971

2012 33,795,148

2013 39,730,050

2014 26,382,707

Members Equity ($) 

2010 13,733,887

2011 14,736,439

2012 15,762,166

2013 16,392,232

2014 17,014,853

Member Deposits ($) 

2010 127,474,919

2011 163,475,853

2012 175,296,471

2013 181,984,894

2014 187,438,786



Directors’ Report

Name Qualifications Experience and responsibilities

Michael John  
CARLEY

FCII, MAMI Retired Executive  
AMP Services Ltd
Director since 1982                                     
Chairman, Board of Directors 1992-2011
Member, Audit & Risk Committee

Peter William  
CLARKE

B Ec, CPA, F Fin, ANZIIF          
(Snr Assoc), MAICD, MAMI

Retired Managing Director  
Cobalt Solutions (AMP)
Director since May 2008
Chairman, Audit & Risk Committee  
Member, Audit & Risk Committee

Andrew James 
CRAWFORD

MBA, B.Ec FCA FCPA,  
FAICD, FAMI JP 

Director of Corporate Services
Agency of Clinical Innovation
Director since June 2013
Member, Audit & Risk Committee

Alan  
FRESHWATER

B Bus, CPA, DIP FS (FP), 
AFPA, MAMI

Proprietor, RetireInvest Bondi
Director since 1997                                            
Member, Corporate Governance Committee
Member, Remuneration Committee

Donna Maree 
HARDMAN

BCom, MBA, GAICD, FAMI Head of SMSF, Strategy & Implementation
AMP Services Ltd
Director since June 2013
(Board appointed) 
Member, Audit & Risk Committee

Cheryl Dianne  
HOLLEBON

B Bus, ANZIIF (Fellow), AGRC, 
DIP FS (FP), GAICD, MAMI

Business Risk & Compliance Manager 
Suncorp
Director since July 2006
Chairman, Corporate Governance 
Committee 

Your directors submit their report for the year ended 30 June 2014. 

Directors
The names and details of the directors of Quay Credit Union Ltd in office during the financial year and until  
the date of this report are:

6



Christopher John  
OLD

B Bus, FCPA, DIP AII, FGIA, 
GAICD, MAMI

Managing Director  
GLOBAL Life Re
Director since July 2006
Chairman, Board of Directors 
Member, Governance Committee          
Member, Remuneration Committee

Leonard Anthony 
WHELAN

BA (Econ), DIP AII, MAMI Head of Advice Transformation
AMP Services Ltd
Director since 1992
Member, Audit & Risk Committee

The following Directors resigned during the financial year and until the date of this report:

Therese Lyn Turner (Resigned July 2013) 
Guy Martin Harding (Resigned September 2013) 

The name and details of the company secretary of Quay Credit Union Ltd in office at the end of the
financial year is:

Name Qualifications Responsibilities

Leigh Heather 
ABBERTON

CA, B Com in Accounting, 
MAMI

Finance Manager, Quay Credit Union  
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Directors’ Report (continued)

Financial Performance Disclosures

Principal Activities

The principal activity of Quay Credit Union Ltd (“the 
Credit Union”) is to receive deposits from and make 
loans to its members.

Operating Results

Operating profit after income tax for the financial year 
was $622,621 (2013: $630,066).

Significant Changes in the State of Affairs

There were no significant changes in the state of affairs 
of the Credit Union during the financial year under 
review not disclosed in this report or the financial 
statements of the Credit Union.

Review of Operations

The scope and results of operations of the Credit 
Union have not changed significantly during the 
year. The directors have undertaken a review of 
operations for the year to date, and have satisfied 
themselves that the statement of profit or loss and 
other comprehensive income, statement of financial 
position, statement of changes in member equity and 
statement of cashflows and accompanying notes, 
reflect the results of that review. 

Significant Events After the Balance Date

No other events or circumstances have arisen which 
significantly affected, or may significantly affect the 
operations of the Credit Union, the results of those 
operations, or the state of affairs of the Credit Union,  
in subsequent years.

Likely Developments and Expected Results

Disclosure of information relating to the likely 
developments in the operations of the Credit  
Union and the expected results of those operations 
in subsequent financial years which will not, in 
the opinion of the directors, be prejudicial to the 
interest of the Credit Union, is contained in the 
Chair and CEO’s Report.

Directors’ Benefits

During or since the financial year, no director  
of the Credit Union has received or become entitled  
to receive any benefit, apart from details disclosed  
in note 31 of the notes to the financial statements,  
by reason of a contract entered into by the Credit 
Union or a body corporate that was related to the 
Credit Union when the contract was made or when 
the director received, or became entitled to receive,  
the benefit with:

 f a director, or

 f a firm of which a director is a member, or

 f an entity in which a director has a substantial 
financial interest. 

Indemnification and Insurance of Directors  
and Officers

During the year, a premium was paid in respect 
of an insurance contract insuring directors and 
officers of the Credit Union against certain liabilities. 
The officers of the Credit Union covered by the 
insurance contract 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 Credit Union.

Auditor’s Independence

The directors received the Auditor’s Independence 
Declaration and this is presented on page 12.
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Chris Old     
Chairman     
 

Directors 
Meetings

Audit & Risk 
Committee

Eligible     Attended Eligible     Attended

M J Carley

P W Clarke

A J Crawford

A Freshwater

G M Harding

D M Hardman

C D Hollebon

C J Old

L A Whelan

12 

12 

12 

12 

4

12 

12 

12 

12 

10

10

11 

11  

3 

12 

11 

11 

12

6

6 

6 

- 

2 

6

3

- 

3 

5 

6 

6 

- 

- 

5 

3 

- 

2  

Corporate 
Governance  
Committee

Remuneration 
Committee

Eligible     Attended Eligible     Attended

M J Carley

P W Clarke

A J Crawford

A Freshwater

G M Harding

D M Hardman

C D Hollebon

C J Old

L A Whelan

- 

- 

- 

4 

1 

- 

3 

4 

1 

- 

- 

- 

4 

1 

- 

3 

4

1 

- 

- 

-  

1 

1 

 -

- 

1 

1 

- 

- 

-  

- 

1 

- 

- 

1 

- 

Directors’ Meetings    

The number of meetings of directors (including 
meetings of committees of directors) held during the 
year and the numbers of meetings attended by each 
director were as follows:

Signed in accordance with a resolution  
of the directors.

Chris Old           
Chairman          

30 September 2014
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Our People
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Ms Rajapakse said the Centre is unique with research 
and cancer services all in the one building. “The 
Centre offers multiple services in the one building, 
patients won’t have to go from area to area, and 
the researchers are close to the treatment areas, 
where the patients will receive the benefits from this 
association” Ms Rajapakse said.

The Centre will provide services to over 1500 new 
patients per year and up to 5000 inpatient cancer 
treatments, and is responsible for delivery of radiation 
oncology treatment to patients across the hospital 
campus and regionally. Additionally, the Centre offers 
a major teaching role in the training of oncologists, 
radiation therapists, physicists and nurses throughout 
NSW, and is the site of clinical trials research.

The Nelune Foundation is committed to providing 
world-class facilities and services to cancer patients 
and exists with the support and energy of likeminded 
friends and organisations and the money raised each 
year is due to their generosity and commitment.

Quay Credit Union staff and directors also supported 
a number of fundraising events held by the Nelune 
Foundation during the year, including the Lilac Race 
Day and Lilac Trivia Night.

Quay Credit Union staff also support the Nelune 
Foundation with weekly deductions from their pay.

The NELUNE Foundation
The Nelune Foundation is a not-for-profit charity that 
supports children, adults and their families to cope 
with the impact of cancer by providing emotional 
support, care and post-operative medical aids that 
are not covered by government or private funding.

The Nelune Foundation was co-founded 14 years 
ago by two friends, Nelune Rajapakse OAM and 
Anna Guillan. Nelune is a cancer survivor who knows 
and understands the difficulties of being diagnosed 
with this illness.

To date, over $15 million has been raised by the 
Foundation to provide practical and tangible help 
for cancer patients receiving treatment in the NSW 
public hospital service. 100% of all donations are 
directly distributed to cancer patient care.

Their work has a particular focus on creating 
initiatives that help patients fight cancer with dignity. 
In 2012, the Foundation funded the establishment of 
the Nelune Centre, a world-class, integrated centre of 
cancer care excellence in the new Kinghorn Cancer 
Centre (a joint initiative between the Garvan Institute 
of Medical Research and St Vincent’s and Mater 
Health Sydney).

The current goal is to establish the Nelune 
Comprehensive Cancer Centre (NCCC) in the Prince 
of Wales Hospital Randwick campus. The NCCC 
will provide much needed facilities for the care of 
children, adolescents and adults with cancer in the 
south eastern Sydney area and will also provide 
regional services to cancer patients from Bathurst, 
Tamworth and Canberra. 

Through contributions from the NSW Government 
and Prince of Wales Hospital Foundation and along 
with the generous donation of $5 million by the 
Nelune Foundation over five years, the NCCC will be 
built and named in her honour.

Now in the second stages of development, the 
vision for the NCCC is to reduce the impact of 
cancer through research-led excellence in clinical 
care. Working collaboratively with the Lowy Cancer 
research Centre, patients at the centre will receive the 
latest proven treatments for even the most complex 
cancers. The building of the centre is not about 
bricks and mortar, it is about creating a world-class 
treatment centre for public hospital cancer patients. 
An individual’s struggle with cancer requires care by a 
team of professionals with experience and expertise 
to focus on the totality of a patient’s needs, physical, 
practical and psychological.

Our Community
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Auditor’s Independence Declaration 
To the Directors of Quay Credit Union Limited 
 
In accordance with the requirements of section 307C of the Corporations Act 2001, as lead 
auditor for the audit of Quay Credit Union Limited for the year ended 30 June 2014, I 
declare that, to the best of my knowledge and belief, there have been: 

a 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. 

 
 
 
 

GRANT THORNTON AUDIT PTY LTD 
Chartered Accountants 

 
 
 
 

A Sheridan 
Partner - Audit & Assurance 
 
Sydney, 30 September 2014 
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Auditor’s Independence Declaration 
To the Directors of Quay Credit Union Limited 
 
In accordance with the requirements of section 307C of the Corporations Act 2001, as lead 
auditor for the audit of Quay Credit Union Limited for the year ended 30 June 2014, I 
declare that, to the best of my knowledge and belief, there have been: 

a 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. 
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Independent Auditor’s Report 
To the Members of Quay Credit Union Limited 
 
We have audited the accompanying financial report of Quay Credit Union Limited (the 
“Company”), which comprises the statement of financial position as at 30 June 2014, the 
statement of profit or loss and other comprehensive income, statement of changes in equity 
and statement of cash flows for the year then ended, notes comprising a summary of 
significant accounting policies and other explanatory information and the directors’ 
declaration of the company. 

Directors’ responsibility for the financial report 
The Directors of the Company are responsible for the preparation of the financial report 
that gives a true and fair view in accordance with Australian Accounting Standards and the 
Corporations Act 2001. The Directors’ responsibility also includes such internal control as 
the Directors determine is necessary to enable the preparation of the financial report that 
gives a true and fair view and is free from material misstatement, whether due to fraud or 
error. The Directors also state, in the notes to the financial report, in accordance with 
Accounting Standard AASB 101 Presentation of Financial Statements, the financial 
statements comply with International Financial Reporting Standards. 

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. Those standards 
require us to 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 the auditor’s 
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judgement, 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 
Company’s preparation of the financial report that gives a true and fair view 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 Company’s internal control. 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 complied with the independence requirements of the 
Corporations Act 2001.   

Auditor’s opinion 
In our opinion: 

a) the financial report of Quay Credit Union Limited is in accordance with the 
Corporations Act 2001, including: 

i giving a true and fair view of the Company’s financial position as at 30 June 
2014 and of its performance for the year ended on that date; and 

ii complying with Australian Accounting Standards and the Corporations 
Regulations 2001; and 

b) the financial report also complies with International Financial Reporting Standards 
as disclosed in the notes to the financial statements.  
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plan and perform the audit to obtain reasonable assurance whether the financial report is 
free from material misstatement.  
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Chris Old     
Chairman     
 

Directors’ Declaration

In the opinion of the directors of Quay Credit Union 
Ltd:

a. the financial statements and notes of Quay 
Credit Union Ltd are in accordance with the 
Corporations Act 2001, including: 

i.     giving a true and fair view of its financial 
position as at 30 June 2014 and of its 
performance for the financial year ended  
on that date; and   

ii.     complying with the Australian Accounting 
Standards (including the Australian 
Accounting Interpretations) and the 
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.  

c. the financial statements comply with International 
Financial Reporting Standards.

Signed in accordance with a resoltuion of Directors:

Chris Old 
Chairman

30 September 2014
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Statement of Profit or Loss 
and Other Comprehensive Income 
Year ended 30 June 2014

The attached notes form part of these financial statements.
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Note 2014 2013

$ $

REVENUE FROM CONTINUING OPERATIONS

Interest revenue 2(a) 8,950,005 10,136,266

Interest expense 3(a) 4,611,079 5,886,488

Net interest revenue 4,338,926 4,249,778

Non interest revenue 2(b) 411,888 437,224

Total revenue 4,750,814 4,687,002

Impairment losses for loans and advances 3(c) 4,057 14,167

Operating expenses 3(b) 3,899,970 3,818,646

Total expenses 3,904,027 3,832,813

PROFIT BEFORE INCOME TAX 846,787 854,189

Income tax expense 4(a) 224,166 224,123

PROFIT AFTER INCOME TAX 622,621 630,066

OTHER COMPREHENSIVE INCOME - -

TOTAL COMPREHENSIVE INCOME FOR THE PERIOD 622,621 630,066



Statement of Financial Position 
As at 30 June 2014

The attached notes form part of these financial statements.
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Note 2014 2013

$ $

ASSETS

Cash 5 1,432,268 184,697

Advances to other financial institutions 6 75,368,617 60,164,910

Receivables 7 1,189,884 799,789

Available for sale investments 8 390,846 390,846

Loans and advances 9 & 10 128,097,112 139,377,686

Plant and equipment 11 57,868 57,267

Taxation assets 12 96,347 126,004

Intangible assets 13 180,120 119,818

TOTAL ASSETS 206,813,062 201,221,017

LIABILITIES

Payables to other financial institutions 14 - 129,813

Deposits 15 187,438,786 181,984,894

Payables 16 2,056,439 2,475,635

Taxation liabilities 17 127,526 36,423

Provisions 18 175,458 202,020

TOTAL LIABILITIES 189,798,209 184,828,785

NET ASSETS 17,014,853 16,392,232

EQUITY

Reserves 13,942,864 13,769,557

Retained profits 3,071,989 2,622,675

TOTAL MEMBER EQUITY 17,014,853 16,392,232



Statement of Changes in Member Equity
Year ended 30 June 2014

The attached notes form part of these financial statements.
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Reserve for credit losses

This reserve records amounts previously set aside as a general provision for doubtful debts and is maintained 
to comply with the Prudential Standards set down by APRA.

Capital profit reserve

This account represents the amount of redeemable preference shares redeemed by the Credit Union since             
1 July 1999. The law requires that the redemption of the shares be made out of profits. Since the value of 
the shares has been paid to members in accordance with the terms and conditions of the share issue, the 
account represents the amount of profits appropriated to the account.

Retained 
profits

General 
reserve

Reserve 
for credit 

losses

Capital 
profit 

reserve Total

$ $ $ $ $

Total at 1 July 2012 2,983,828 11,911,023 749,953 117,362 15,762,166

Net profit for the year 630,066 - - - 630,066

Transfers to/(from): 

General reserve (926,799) 926,799 - - -

Reserve for credit losses (58,354) - 58,354 - -

Capital profit reserve (6,066) - - 6,066 -

Total at 30 June 2013 2,622,675 12,837,822 808,307 123,428 16,392,232

Net profit for the year 622,621 - - - 622,621

Transfers to/(from): 

General reserve (158,192) 158,192 - - -

Reserve for credit losses (9,961) - 9,961 - -

Capital profit reserve (5,154) - - 5,154 -

Total at 30 June 2014 3,071,989 12,996,014 818,268 128,582 17,014,853



Statement of Cashflows 
Year ended 30 June 2014
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Note 2014 2013

$ $

OPERATING ACTIVITIES

Inflows

Interest received 8,990,108 10,083,526

Other non interest revenue received 412,836 435,416

Outflows

Borrowing costs paid (5,100,022) (6,249,351)

Payments to suppliers and employees (3,795,856) (3,937,971)

Income tax paid (145,965) (246,360)

Net cash from revenue activities 19(a) 361,101 85,260

Inflows/(outflows) from other operating activities

Increase in member loans (net) 11,279,659 (362,177)

Increase in advances to other financial institutions (net) (15,203,707) (8,888,021)

Increase in member deposits and shares (net) 5,121,035 6,488,254

Net cash from operating activities 1,558,088 (2,676,684)

INVESTING ACTIVITIES

Inflows

Proceeds from available for sale investments - 13,410

Outflows

Purchase of plant and equipment (43,765) (37,288)

Purchase of intangible assets (136,939) (82,450)

Net cash from investing activities (180,704) (106,328)

FINANCING ACTIVITIES

Net (decrease)/increase in other borrowings (129,813) 129,813

Net cash from financing activities (129,813) 129,813

Net increase/(decrease) in cash 1,247,571 (2,653,199)

Cash at beginning of year 184,697 2,837,896

Cash at end of year 5 1,432,268 184,697

The attached notes form part of these financial statements.



Notes to the Financial Statements
Year ended 30 June 2014
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1. Summary of Accounting Policies 
(a) Basis of Preparation

This financial report is prepared for Quay Credit Union 
Ltd as a single credit union, for the year ended 30 
June 2014. The report was authorised for issue on 30 
September 2014 in accordance with a resolution of 
the board of directors. The financial report is presented 
in Australian dollars.

The financial report is a general purpose financial 
report which has been prepared in accordance 
with the requirements of the Corporations Act 
2001, Australian Accounting Standards and other 
authoritative pronouncements of the Australian 
Accounting Standards Board. Compliance 
with Australian Accounting Standards ensures 
compliance with the International Financial 
Reporting Standards (IFRS) as issued by the 
International Accounting Standards Board (IASB). 
Quay Credit Union is a for-profit entity for the 
purpose of preparing the financial statements.

(b) Basis of Measurement

The financial statements have been prepared on 
accrual basis, and are based on historical costs, which 
do not take into account changing money values of 
non current assets except for available for sale assets 
which are stated at fair value. The accounting policies 
adopted are consistent with those of the previous year.

(c) Cash

Cash on hand and in banks is stated at fair value. 

For the purposes of the statement of cashflows,  
cash includes cash on hand and in banks. 

(d) Classification and subsequent measurement  
of financial assets and financial liabilities 

Financial assets and financial liabilities are 
recognised when the Credit Union becomes a 
party to the contractual provisions of the financial 
instrument, and are measured initially at fair value 
adjusted by transactions costs, except for those 
carried at fair value through profit or loss, which 
are measured initially at fair value. Subsequent 
measurement of financial assets and financial 
liabilities are described below. 

Financial assets are derecognised when the 
contractual rights to the cash flows from the 
financial asset expire, or when the financial asset 
and all substantial risks and rewards are transferred.

A financial liability is derecognised when it is 
extinguished, discharged, cancelled or expires.

For the purpose of subsequent measurement, 
financial assets other than those designated and 
effective as hedging instruments are classified into 
the following categories upon initial recognition: 

 f Loans and receivables 

 f Financial assets at fair value through profit or 
loss (FVTPL) 

 f Held-to-maturity (HTM) investments 

 f Available-for-sale (AFS) financial assets

The category determines subsequent measurement 
and whether any resulting income and expense 
is recognised in profit or loss or in other 
comprehensive income. 

All financial assets except for those at FVTPL are 
subject to review for impairment at least at each 
reporting date to identify whether there is any 
objective evidence that a financial asset or a group 
of financial assets is impaired. Different criteria to 
determine impairment are applied for each category 
of financial assets, which are described below. 

All income and expenses relating to financial assets 
that are recognised in profit or loss, are presented 
within fee income, except for impairment of loans and 
receivables which is presented within other expenses. 

Loans and receivables  
Loans and receivables are non-derivative financial 
assets with fixed or determinable payments that 
are not quoted in an active market. After initial 
recognition, these are measured at amortised cost 
using the effective interest method, less provision 
for impairment. The Credit Union’s advances to 
other financial institutions, trade and most other 
receivables fall into this category of financial 
instruments. 

Individually significant receivables are considered 
for impairment when they are past due or when 
other objective evidence is received that a specific 
counterparty will default. Receivables that are 
not considered to be individually impaired are 
reviewed for impairment in Credit Unions, which 
are determined by reference to the industry and 
region of a counterparty and other shared credit risk 
characteristics. The impairment loss estimate is then 
based on recent historical counterparty default rates 
for each identified Credit Union.
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HTM Investments

HTM investments are non-derivative financial assets 
with fixed or determinable payments and fixed maturity 
other than loans and receivables. Investments are 
classified as HTM if the Credit Union has the intention 
and ability to hold them until maturity. The Credit 
Union currently holds Term deposits and Negotiable 
Certificates of Deposit (NCD) in this category. If more 
than an insignificant portion of these assets are sold or 
redeemed early then the asset class will be reclassified 
as Available For Sale financial assets.

HTM investments are measured subsequently at 
amortised cost using the effective interest method. 
If there is objective evidence that the investment is 
impaired, determined by reference to external credit 
ratings, the financial asset is measured at the present 
value of estimated future cash flows. Any changes to 
the carrying amount of the investment, including 
impairment losses, are recognised in profit or loss. 

Available For Sale (AFS) Financial Assets

AFS financial assets are non-derivative financial assets 
that are either designated to this category or do not 
qualify for inclusion in any of the other categories 
of financial assets. The Credit Union’s AFS financial 
assets, are the equity investment in Cuscal Limited, 
and TransAction Solutions Ltd. 

The equity investment in Cuscal Limited, and  
TransAction Solutions Ltd are measured at cost less 
any impairment charges, as its fair value cannot 
currently be estimated reliably. Impairment charges 
are recognised in profit or loss.

(e) Loans and Advances

Such assets are carried at amortised cost using the 
effective interest method. Gains and losses are 
recognised in the statement of profit or loss and 
other comprehensive income when the loans and 
receivables are derecognised or impaired. 

The Credit Union assesses at each balance date 
whether a financial asset or group of financial assets  
is impaired.

Provision for Impairment
If there is objective evidence that an impairment loss 
on loans and advances carried at amortised cost has 
been incurred, the amount of the loss is measured as 
the difference between the asset’s carrying amount and 
the present value of expected cash flows (excluding 
future credit losses that have not been incurred) 
discounted at the financial asset’s original effective 
interest rate, short term balances are not discounted. 

The amount of the loss is recognised in the statement 
of profit or loss and other comprehensive income.           

The Credit Union first assesses whether objective 
evidence of impairment exists individually for financial 
assets that are individually significant.

If it is determined that no objective evidence of 
impairment exists for an individually assessed financial 
asset, whether significant or not, the asset is included 
in a group of financial assets with similar credit risk 
characteristics and that group of financial assets  
is collectively assessed for impairment. 

Assets that are individually assessed for impairment 
and for which an impairment loss is or continues 
to be recognised are not included in a collective 
assessment of impairment.

The expected future cash outflows for financial 
assets with similar credit risk characteristics are 
estimated based on historical loss experience.

If, in a subsequent period, the amount of the 
impairment loss decreases and the decrease can 
be related objectively to an event occurring after the 
impairment was recognised, the previously recognised 
impairment loss is reversed. Any subsequent reversal 
of an impairment loss is recognised in the statement 
of profit or loss and other comprehensive income, to 
the extent that the carrying value of the asset does not 
exceed its amortised cost at the reversal date.

(f) Bad Debts Written Off

Bad debts are written off from time to time  
as determined by Management and the Board  
of Directors, when it is reasonable to expect that the 
recovery of the debt is unlikely. Bad debts are written 
off against the provision for impairment, if a provision 
for impairment had previously been recognised.  
If no provision had been recognised, the write offs  
are recognised as expenses in the statement of 
profit or loss and other comprehensive income.

(g) Plant and Equipment

Plant and equipment is stated at cost less accumulated 
depreciation and any accumulated impairment losses.  

Depreciation
Depreciation is provided on a straight line basis on all 
plant and equipment over the estimated useful life of 
the asset. Estimated useful lives at balance date are  
as follows:

 f Leasehold Improvements - 2 to 5 years

 f Plant and Equipment - 2.5 to 7 years

Impairment
The carrying values of plant and equipment are 
reviewed for impairment at each balance date, with 
recoverable amount being estimated when events or 
changes in circumstances indicate that the carrying 
value may be impaired. 
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The recoverable amount of plant and equipment is the 
higher of fair value less costs to sell and value in use. 

In assessing value in use, the estimated future cash 
flows are discounted to their present value using  
a pre-tax discount rate that reflects current market 
assessments of the time value of money and the risks 
specific to the asset. 

For an asset that does not generate independent cash 
inflows, recoverable amount is determined for the cash 
generating unit to which the asset belongs, unless the 
asset’s value in use can be estimated to be close to its 
fair value. 

Impairment exists when the carrying value of an 
asset or cash-generating unit exceeds its estimated 
recoverable amount. The asset or cash-generating  
unit is then written down to its recoverable amount. 

For plant and equipment, impairment losses are 
recognised in the statement of profit or loss and other 
comprehensive income.

(h) Intangible Assets

Intangible assets are items of computer software 
which are not integral to the computer hardware 
owned by the Credit Union. 

Intangible assets are measured at cost and 
following initial recognition are carried at cost 
less any accumulated amortisation and any 
accumulated impairment losses. 

Intangible assets are amortised over the expected 
useful life of the software. These lives range from 
2-5 years.

(i) Payables

Liabilities for trade creditors and other payables 
are carried at cost which is the fair value of the 
consideration to be paid for goods and services 
received, whether or not billed to the Credit Union.

(j) Revenue Recognition

Revenue is recognised to the extent that it is probable 
that the economic benefits will flow to the entity and 
the revenue can be reliably measured. 

The following specific recognition criteria must also  
be met before revenue is recognised:

Fees and Commission
Control of a right to be compensated for services  
is evidenced by approval of contract by a member.

Interest Income
Interest income is recognised on time proportion basis 
using the effective interest method.

(k) Income Tax

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. 

The tax rates and tax laws used to compute the  
amount are those that are enacted or substantively 
enacted by balance date. Deferred income tax is 
provided on all temporary differences at balance date 
between the tax bases of assets and liabilities and 
their carrying amounts for financial reporting purposes. 
Deferred income tax liabilities are recognised for all 
taxable temporary differences except:

 f when the deferred income tax liability arises 
from the initial recognition of goodwill or of an 
asset or liability in a transaction that is not a 
business combination and that, at the time of the 
transaction, affects neither the accounting profit 
nor taxable profit or loss; or

 f when the taxable temporary difference is 
associated with investments in subsidiaries, 
and the timing of the reversal of the temporary 
difference can be controlled and it is probable that 
the temporary difference will not reverse  
in the foreseeable future.

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

(l) Goods and Services Tax (GST)

As a financial institution the Credit Union is input taxed 
on all income except for income from commissions 
and some fees.  An input taxed supply is not subject to 
GST collection, and similarly the GST paid on related or 
apportioned purchases cannot be recovered. 

As some income is charged GST, the GST on 
purchases are generally recovered on a proportionate 
basis. In addition certain prescribed purchases are 
subject to reduced input tax credits (RITC), of which 
75% of the GST paid is recoverable. 

Revenue, expenses and assets are recognised net  
of the amount of GST. To the extent that the full 
amount of the GST incurred is not recoverable from the 
Australian Tax Office (ATO), the GST is recognised as 
part of the cost of acquisition of the asset or as part of 
an item of the expense. Receivables and payables are 
stated with the amount of GST included. 

The net amount of GST recoverable from, or payable to, 
the ATO is included as a current asset or current liability 
in the statement of financial position. Cash flows are 
included in the cash flow statement on a gross basis. 

The GST components of cash flows arising from 
investing and financing activities which are recoverable 
from, or payable to, the ATO are classified as 
operating cash flows.
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(m) Provisions

Provisions are recognised when the economic entity 
has a legal, equitable or constructive obligation as  
a result of past transactions or other past events,  
it is probable that an on flow of benefits will be 
required to settle the obligation and a reliable estimate 
can be made of the amount of the obligation.

(n) Member Deposits

Member deposits are initially recognised at the fair 
value of the consideration received. Member deposits 
are classified as financial liabilities and subsequently 
measured at amortised cost. As these financial 
liabilities amortise, cost will equate to the face value.

Interest on savings is calculated on the daily balance 
and posted to the accounts periodically, or on maturity 
of the term deposit. 

Interest on savings is brought to account on an 
accruals basis in accordance with the interest rate 
terms and conditions of each savings and term 
deposit account. 

The amount of the accrual is shown as part of payables.

(o) Employee Benefits

Wages, 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 balance date 
are recognised in employee entitlements up to the 
balance date. 

They are measured at the amounts expected to be 
paid when liabilities are settled.

Long service leave
The provision for long service leave is maintained  
in respect of all permanent employees on a pro-rata 
basis for each year of service for the leave entitlement 
due but not taken at balance date. 

(p) Redeemable Preference Shares

The Credit Union issues redeemable preference 
shares to each member upon joining. All members 
are required to hold one fully paid preference share 
of $10 in accordance with the constitution of the 
Credit Union. These shares can be redeemed for 
their face value $10 on leaving the Credit Union.

AASB Ref Nature of Change Application Impact on Initial Application

AASB 9

Issued Dec 
2009 and 
amended 
Dec 2010

Financial 
Instruments

Amends the requirements for 
classification and measurement of 
financial assets. 

Future proposed changes to this 
standard will impact the measurement 
of the impairment provisions and the 
accounting for derivatives. 

Periods 
beginning 
on or after  
1 January 
2018

Adoption is only mandatory for the  
30 June 2019 year end. 
The current requirements for classification 
and measurement of financial assets is not 
expected to have a material impact on the 
Credit Union. Early adoption has not been 
considered at this time.

(q) New or Emerging Standards not yet Mandatory

Accounting standards and interpretations have been published that are not mandatory for the 30 June 2014 
reporting period. The Credit Union’s interpretation of these new standards is set out below:
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2014 2013

$ $

(a) Interest revenue

Analysis of interest revenue 

Advances to other financial institutions 1,945,264 2,139,115

Loans and advances 7,004,741 7,997,151

Total interest revenue 8,950,005 10,136,266

(b) Non interest revenue

Fee commission and other income 

Fee income on loans 14,041 16,114

Other fee income 185,657 202,446

Other commissions 132,072 137,872

Total fee commission and other income 331,770 356,432

Other revenue

Dividends 78,332 77,693

Bad debts recovered 1,786 3,099

Total other revenue 80,118 80,792

Total non interest revenue 411,888 437,224

2. Interest and Non Interest Revenue
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2014 2013

$ $

(a) Interest expense 

Member deposits 4,607,575 5,883,657

Short term borrowings 3,504 2,831

Total interest expense 4,611,079 5,886,488

(b) Other expenses from ordinary activities

Depreciation 40,451 25,522

Amortisation 76,637 26,425

Loss on disposal of assets 2,713 -

General administration expenses 660,248 626,188

Salaries and employee benefits expense 1,533,726 1,527,525

Information technology expense 450,877 401,900

Office occupancy expense 245,089 289,648

Member transaction costs  643,107 679,488

Member protection benefits 247,122 241,950

Total expenses from ordinary activities 3,899,970 3,818,646

(c) Impairment losses for loans and advances 

Increase/(decrease) in provision 1,571 13,574

Bad debts written off against profit 2,486 593

Total impairment expense 4,057 14,167

3. Interest and Non Interest Expense 



Notes to the Financial Statements
Year ended 30 June 2014

26

2014 2013

$ $

(a) Tax expense comprises

Prima facie tax calculated at 30% on the profit from ordinary activities 254,036 256,256

Tax effect of permanent differences (29,870) (19,243)

Others - (12,890)

Income tax expense attributable to operating profit 224,166 224,123

(b) Total income tax expense is made up of amounts set aside for

Provision for income tax 232,266 213,109

Deferred tax asset 3,456 23,904

Over provision in prior year (11,556) (12,890)

Total income tax expense attributable to operating profit 224,166 224,123

(c) Franking credits

Franking credits held by the Credit Union after adjusting for franking 
credits that will arise from the payment of income tax payable as at the 
end of the financial year. 4,815,950 4,666,849

5. Cash 
Cash on hand and at banks 1,432,268 184,697

1,432,268 184,697

4. Income Tax 

Held to maturity

Negotiable certificates of deposits 38,618,617 26,164,910

Receivables

Short term deposits 17,250,000 13,250,000

Term deposits 19,500,000 20,750,000

Total deposits 75,368,617 60,164,910

Dissection of deposits

Deposits with industry bodies - Cuscal 23,250,000 20,250,000

Deposits with other societies 6,955,426 8,189,228

Deposits with banks 45,163,191 31,725,682

75,368,617 60,164,910

6. Advances to Other Financial Institutions 
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2014 2013

$ $

Interest receivable 585,752 626,802

Other receivables 461,268 46,457

Prepayments 142,864 126,530

1,189,884 799,789

7. Receivables 

Unlisted shares - Cuscal 379,667 379,667

Unlisted shares - TAS 11,179 11,179

390,846 390,846

8. Available for Sale Investments 

(a) Cuscal Limited

The shareholding in Cuscal is measured at its cost 
value in the Statement of Financial Position. 

This company supplies services to member 
organisations which are all mutual banks and credit 
unions. 

The Credit Union holds shares in Cuscal to enable the 
Credit Union to receive essential banking services - 
refer to Note 33. 

The shares are able to be traded but within a market 
limited to other mutual ADIs. The volume of shares 
traded is low.

Management have used the unobservable inputs to 
assess the fair value of the shares. 

The financial reports of Cuscal record net tangible 
asset backing of these shares exceeding their cost 
value. 

Based on net assets of Cuscal, any fair value 
determination on these shares is likely to be greater 
than their cost value, but due to the absence of 
a ready market, a market value is not able to be 
determined readily. 

The net dividend return in 2014 was $0.11. 
Management has determined that the cost value of 
$0.60 per share is a reasonable approximation of fair 
value based on the likely value available on a sale.  

The Credit Union is not intending to dispose of these 
shares. 

(b) TransAction Solutions Limited 

The shareholding in TAS is measured at its cost value 
in the Statement of Financial Position. 

This company supplies services to member 
organisations which are primarily mutual banks and 
credit unions.

The Credit Union holds shares in TAS to enable the 
Credit Union to receive essential Core banking IT 
services - refer to Note 33. 

The shares are able to be traded but within a market 
limited to other mutual ADIs. The volume of shares 
traded in the shares is low.

Management have used the unobservable inputs to 
assess the fair value of the shares. 

The financial reports of TAS record net tangible asset 
backing of these shares exceeding their cost value. 

Based on the net assets of TAS, any fair value 
determination on these shares is likely to be greater 
than their cost value, but due to the absence of 
a ready market, a market value is not able to be 
determined readily. 

The most recent identified transaction value was $0.78 
per share. Management has determined that the cost 
value of $0.78 per share is a reasonable approximation 
of fair value based on the likely value available on a 
sale. 

The Credit Union is not intending to dispose of these 
shares.

Disclosures on shares valued with unobservable inputs
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2014 2013

$ $

Term loans 127,322,484 138,657,435

Overdrafts 805,831 749,883

128,128,315 139,407,318

Provision for impairment (31,203) (29,632)

Net loans and advances 128,097,112 139,377,686

(a) Security dissection

Secured by mortgage 121,432,993 130,556,591

Partly secured by mortgage 3,727,625 5,198,697

Wholly unsecured 2,967,697 3,652,030

128,128,315 139,407,318

(b) Credit quality of loans 

It is not practical to value all collateral as at the balance date due to 
the variety of assets and conditions. A breakdown of the quality of the 
residential mortgage security held on a portfolio basis is as follows:

Loan to valuation ratio 

less than 80% 120,817,173 130,556,591

more than 80% but mortgage insured 375,741 -

more than 80% and not mortgage insured 240,079 -

121,432,993 130,556,591

(c) Concentration of risk 

The Credit Union has an exposure to groupings of individual loans 
which concentrate risk and create exposure to particular segments  
as follows:

Individual or related groups of members

Loans which exceed 10% of member equity - 1,597,402

9. Loans and Advances
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2014 2013

$ $

Geographic concentration

New South Wales residents 106,413,018 116,466,392

Victorian residents 8,698,339 9,648,750

Queensland residents 6,199,040 6,443,767

Western Australian residents 2,734,201 2,649,383

Other 4,083,717 4,199,026

128,128,315 139,407,318

(a) Total provision comprises

Collective provision 30,791 20,871

Individual specific provision 412 8,761

31,203 29,632

(b) Provision for impairment

Opening balance 29,632 16,058

Add: Transfer from/(to) statement of profit or loss 1,571 13,574

Closing balance 31,203 29,632

(c) Impaired loans written off

Bad debts recognised directly in statement of profit or loss 2,486 593

Bad debts recovered 1,786 3,099

9. Loans and Advances (continued)

10. Impairment of Loans and Advances 
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The impaired loans are generally not secured against residential property. Some impaired loans are secured by bill of sale over motor vehicles 
or other assets of varying value. It is not practicable to determine the fair value of all collateral as at the balance date.

It is not practicable to determine the fair value of all collateral as at the balance date. The provision for impairment is based on the key 
assumptions detailed on page 31 as well as a specific provision assigned by the Board for individual impaired loans.

(d) Analysis of loans that are impaired or potentially impaired by class 

In the note below the carrying value is the amount disclosed in the statement of financial position, while all loans 
in arrears are considered past due. The value of impaired loans is the ‘on balance sheet’ loan balances that are 
generally past due by 90 days or more and the allocated provision for each class of loans.

(e) Analysis of loans that are impaired or potentially impaired based on age of repayments outstanding

2014 2013

Carrying 
value

Impaired 
loans

Provision 
for 

impairment

Carrying 
value

Impaired 
loans

Provision 
for 

impairment

$ $ $ $ $ $

Mortgages 121,432,993 - - 130,556,591 - -

Personal 5,931,680 39,872 29,790 7,945,821 27,572 23,729

Overdrafts 551,850 1,597 1,413 584,740 5,942 5,903

Natural 
persons

127,916,523 41,469 31,203 139,087,152 33,514 29,632

Corporate 
borrowers

211,792 - - 320,166 - -

Total 128,128,315 41,469 31,203 139,407,318 33,514 29,632

Carrying 
value

Provision
Carrying 

value
Provision

Period of impairment: $ $ $ $

Less than 30 days - - - -

30 to 89 days 30,835 - 199 159

90 to 181 days  16,802 6,722 22,186 18,688

182 to 272 days  1,032 1,032 - -

273 to 364 days  - - - -

Over 365 days  23,326 23,326 9,477 9,134

Over limit facilities over 14 days 307 123 1,651 1,651

Total loans in arrears 72,302 31,203 33,513 29,632

Total loans not in arrears 128,056,013 - 139,373,805 -

Total loans 128,128,315 31,203 139,407,318 29,632

2014 2013

10. Impairment of Loans and Advances (continued)
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Key assumptions in determining the provision for impairment 

In the course of the preparation of the annual report the Credit Union has determined the likely impairment loss  
on loans which have not maintained the loan repayments in accordance with the loan contract, or where there  
is other evidence of potential impairment such as industrial restructuring, job losses or economic circumstances.  
In identifying the impairment likely from these events the Credit Union is required to estimate the potential 
impairment using the length of time the loan is in arrears and the historical losses arising in past years. Given the 
relatively small number of impaired loans, the circumstances may vary for each loan over time resulting in higher  
or lower impairment losses. An estimate is based on the period of impairment as follows:

Period of Impairment %

Up to 90 days 0%

90 days to 181 days 40%

182 days to 272 days 60%

273 days to 364 days 80%

365 days and over 100%

(f) Loans with repayments past due but not regarded as impaired 

There are loans with a value of $21,583 (2013: $0) past due which are not considered to be impaired as the 
value of the related security is in excess of the loan due.

2014

1-3  months 3-6 months 6-12 months > 1 year Total

$ $ $ $ $

Mortgage loans - - - - -

Personal loans 21,583 - - - 21,583

Total 21,583 - - - 21,583

2013

1-3  months 3-6 months 6-12 months > 1 year Total

$ $ $ $ $

Mortgage loans - - - - -

Personal loans - - - - -

Total - - - - -

10. Impairment of Loans and Advances (continued)
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2014 2013

$ $

Leasehold improvements - at cost 45,382 16,111

Less: provision for depreciation (28,850) (12,701)

16,532 3,410

Office furniture and equipment - at cost 130,770 123,908

Less: provision for depreciation (89,434) (70,051)

41,336 53,857

Total plant and equipment 57,868 57,267

2014 2013

$ $

Deferred tax asset 83,670 87,126

Other receivables 12,677 38,878

96,347 126,004

Deferred tax asset comprises

Accrued expenses not deductible until incurred 13,825 27,548

Provision for impairment on loans 9,361 8,890

Depreciation on fixed assets 7,847 (9,918)

Provision for employee entitlements 52,637 60,606

83,670 87,126

Movement in the asset balances during the year were:

Leasehold 
improvements

Office furniture 
& equipment

Leasehold 
improvements

Office furniture 
& equipment

$ $ $ $

Opening balance 3,410 53,857 4,739 42,236

Purchases 29,269 14,496 3,904 33,384

Assets disposed - (2,713) - (1,475)

Depreciation (16,147) (24,304) (5,233) (20,288)

Balance at year end 16,532 41,336 3,410 53,857

2014 2013

11. Plant and Equipment 

12. Taxation Assets 
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2014 2013

$ $

Computer software 628,156 491,812

Less: amortisation (448,036) (371,994)

Total intangible assets 180,120 119,818

Reconciliation of intangible assets

Opening net book value 119,818 63,793

Additions 136,939 82,450

Amortisation expense (76,637) (26,425)

180,120 119,818

Bank overdraft - 129,813

- 129,813

15. Deposits 

Call deposits 119,089,140 102,040,746

Term deposits 68,276,026 79,867,328

Total deposits 187,365,166 181,908,074

Member withdrawable shares 73,620 76,820

Total deposits and shares 187,438,786 181,984,894

Individual or related groups of members 

Deposits which exceed 10% of liabilities - -

(a) Concentration of deposits 

The Credit Union has an exposure to groupings of individual deposits which  
concentrate risk and create exposure to particular segments as follows:

13. Intangible Assets 

14. Payables to Other Financial Institutions 
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2014 2013

$ $

Geographic concentration

New South Wales residents 143,481,676 133,257,045

Victorian residents 17,439,308 17,174,515

Queensland residents 9,928,489 9,937,780

Western Australian residents 6,430,172 8,498,460

Other 10,159,141 13,117,094

187,438,786 181,984,894

Other creditors 1,239,326 1,169,580

Accrued interest payable 817,113 1,306,055

2,056,439 2,475,635

Provision for income tax 80,663 - 

Deferred tax liability - TAS shares 2,762 2,762

Other tax liabilities 44,101 33,661

127,526 36,423

Current income tax liability comprises

Balance - previous year - -

Under/(over) statement in prior year (5,638) 33,251

Liability for income tax in current year 232,266 213,109

Less instalments paid in current year (145,965) (246,360)

80,663 -

15. Deposits (continued)

16. Payables 

17. Taxation Liabilities 

Employee Entitlements 175,458 202,020

175,458 202,020

18. Provisions 
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2014 2013

$ $

(a) Reconciliation of the operating profit after tax to the net cash 
flows from operations

Operating profit after income tax 622,621 630,066

Add/(deduct)

Depreciation 40,451 25,521

Amortisation 76,637 26,425

Loss on disposal of fixed assets 2,713 1,475

Bad debts and provision for impairment 4,057 14,167

(Decrease)/Increase in provisions (26,562) (41,931)

(Decrease)/Increase in interest payable (488,942) (362,864)

(Decrease)/Increase in accrued expenses (15,348) (61,952)

Decrease in taxation liabilities 117,304 (38,230)

(Increase)/decrease in revenue receivables 41,048 (54,547)

(Increase)/decrease in prepayments (16,334) (76,805)

Decrease in deferred tax assets 3,456 23,936

Net cash flow from operating activities 361,101 85,260

(b) Reconciliation of cash

Cash on hand and at banks 1,432,268 184,697

Closing cash balance 1,432,268 184,697

19. Statement of Cashflows 
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Introduction

The Board has endorsed a policy of compliance and risk management to suit the risk profile of the Credit Union.

The Credit Union’s risk management focuses on the major areas of  liquidity risk, market risk, credit risk and 
operational risk. Authority flows from the Board of Directors to the Audit & Risk Committee which are 
integral to the management of risk. The following diagram gives an overview of the structure:

20. Financial Risk Management Objectives and Policies 
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The main elements of risk governance are as follows: 

Board
This is the primary governing body. It approves the 
level of risk which the Credit Union is exposed to and 
the framework for reporting and mitigating those risks.

Audit & Risk Committee
This is a key body in the control of risk, and consists 
of representatives from the Board. This Committee 
does not form a view on the acceptability of risks but 
instead reviews risks and controls that are used to 
mitigate those risks. This includes the identification, 
assessment and reporting of risks. 

The Audit & Risk Committee carries out a regular 
review of all operational areas to ensure that 
operational risks are being properly controlled and 
reported. It also ensures that contingency plans are in 
place to achieve business continuity in the event of 
serious disruptions to business operations. 

The Audit & Risk Committee also considers  
and confirms that the significant risks and controls 
are to be assessed within the internal audit plan, and 
receives quarterly internal audit reports on assessment 
and compliance with the controls, and provides 
feedback to the Board for their consideration.

Senior Management
Management have the responsibility for the 
operational function of the Credit Union and for 
ensuring timely information is presented to the Audit 
& Risk Committee, as well as ensuring actions and 
recommendations made from the Board and the Audit 
& Risk Committee are implemented.

External Audit
External audit has the responsibility to provide an 
opinion on the Financial Report of the Credit Union in 
accordance with the Corporations Act 2001. 

Internal Audit
Internal audit (outsourced function) has the 
responsibility for the testing and assessment of 
controls implemented by management and as required 
by the Audit & Risk Committee. 

Key Risk Management Policies
Key risk management policies encompassed  
in the overall risk management framework include:

 f Market risk management

 f Liquidity risk management 

 f Credit risk management  

This note presents information about the Credit 
Union’s exposure to each of the above risks, the 
objectives, policies and processes for measuring 
and managing those risks and the Credit Union’s 
management of capital.

Market Risk
The objective of the Credit Union’s market risk 
management is to minimise risk and optimise desired 
return by managing and controlling market risk 
exposures.

Market risk is the risk that changes in interest rates, 
foreign exchange rates or other prices and volatilities 
will have an adverse effect on the Credit Union’s 
financial condition or results. The Credit Union does 
not operate a trading book or involve itself in foreign 
exchange, commodities or equity markets. The Credit 
Union is exposed only to interest rate risk arising from 
changes in market interest rates.

The management of market risk is the responsibility of 
senior management, who report directly to the Board.

(i) Interest rate risk

Interest rate risk is the risk of variability of the fair value 
of future cash flows arising from financial instruments 
due to the changes in interest rates. Most banks 
are exposed to interest rate risk within their treasury 
operations. The Credit Union does not have a treasury 
operation and does not trade in financial instruments.

(ii) Interest rate risk in the banking book

The Credit Union is exposed to interest rate risk in 
its banking book due to mismatches between the 
repricing dates of assets (member loans and Credit 
Union investments) and liabilities (member deposits). 

The interest rate risk on the banking book is measured 
monthly and reported to the Board. 

The level of mismatch on the banking book is set out 
in note 24 which displays the period that each asset 
and liability will reprice as at the balance date. The risk 
is not considered significant enough to warrant the use 
of derivatives to mitigate this risk.

(iii) Method of managing risk 

The Credit Union manages its interest rate risk  
by the use of an interest rate sensitivity analysis tool. 
The detail and assumptions used are set out below: 

Interest rate sensitivity 
The Credit Union’s exposure to market risk is 
measured and monitored using interest rate sensitivity 
models. The policy of the Credit Union to manage the 
risk is to maintain a balanced ‘on book’ strategy by 
ensuring the net interest rate gaps between assets 
and liabilities are not excessive. 
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Interest rate sensitivity (continued) 
The gap is measured monthly to identify any large 
exposures to the interest rate movements and to 
rectify the excess through targeted fixed rate interest 
products available through investment assets, and 
term deposit liabilities to rectify the imbalance to 
within acceptable levels. 

The policy of the Credit Union is not to utilise 
derivatives to match the interest rate risks. The Credit 
Union’s exposure to interest rate risk is set out in 
note 24 which details the contractual interest change 
profile. The Credit Union performs a sensitivity analysis 
to measure market risk exposures. The method used 
in determining the sensitivity is to evaluate the profit 
based on timing of interest repricing within the banking 
book of the Credit Union for the next 12 months. 

In doing the calculation the assumptions applied  
were that: 

 f the interest rate change would be applied equally 
over the loan products and term deposits;

 f savings deposits would be repriced equally 
except in the case of the minimum interest rate 
payable being less than the interest change;

 f the rate change would be as at the beginning of 
the 12 month period and no other rate changes 
would be effective during the period; 

 f the term deposits would all reprice to the 
new interest rate at the term maturity, or be 
replaced by deposit with similar terms and rates 
applicable; 

 f all loans and saving products would reprice to the 
new interest rate immediately; 

 f the value and mix of call savings to term deposits 
will be unchanged; and

 f the value and mix of personal loans to mortgage 
loans will be unchanged. 

At balance date the annualised net profit impact for 
a 1% increase in interest rates would be $282,093 
(2013: $310,549) and a 1% decrease is -$713,962 
(2013: -$935,428). 

(iv) Price risk - Equity investments

The Credit Union is not exposed to price risk on the 
value of shares. The available for sale investments are 
not traded on the market.

Liquidity Risk 
Liquidity risk is the risk that the Credit Union may 
encounter difficulties raising funds to meet commitments 
associated with financial instruments e.g. borrowing 
repayments or member withdrawal demands. 

It is the policy of the Board that management 
maintains adequate cash reserves and committed 
credit facilities so as to meet the member withdrawal 
demands as requested.

The Credit Union manages liquidity risk by:

 f continuously monitoring actual daily cash flows 
and longer term forecasted cash flows;

 f monitoring the maturity profiles of financial assets 
and liabilities;

 f maintaining adequate reserves, liquidity support 
facilities and reserve borrowing facilities; and

 f monitoring the prudential liquidity ratio daily.

The Credit Union has a long standing arrangement 
with the industry liquidity support scheme,  Credit 
Union Financial Support Services (CUFSS) which can 
access industry funds to provide support to the Credit 
Union should it be necessary at short notice.

The Credit Union is required to maintain at least 9% 
of total adjusted liabilities as liquid assets capable of 
being converted to cash within 24 hours under the 
APRA Prudential Standards. The Credit Union policy is 
to maintain a minimum 15% of funds as liquid assets 
to maintain adequate liquidity for meeting member 
withdrawal requests. 

Liquidity is monitored daily and should it fall below the 
Credit Union policy, management and the Board are 
to address the matter and ensure that the liquid funds 
are obtained from new deposits or borrowing facilities 
available. Note 27 describes the borrowing facilities as 
at balance date. 

These facilities are in addition to the support from 
CUFSS.

The maturity profile of the financial assets and liabilities 
based on the contractual repayment terms is set out in 
note 22. The ratio of liquid funds over the past year is 
set out below:

2014 2013

Total adjusted liabilities

As at 30 June 29.16% 21.08%

Average for the year 22.78% 21.56%

Minimum during the year 17.37% 18.52%

Total member deposits

As at 30 June 33.77% 25.61%
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Credit Risk
Credit risk is the risk that members, financial institutions and other counterparties will be unable to meet their 
obligations to the Credit Union which may result in financial losses. Credit risk arises principally from the Credit 
Union’s loan book and investment assets.

(i) Credit risk - Loans

The analysis of the Credit Union’s loans by class is as follows:

All loans and facilities are within Australia. The geographic distribution is not analysed into significant areas within Australia as the exposure 
classes are not considered material. Concentrations are described within note 9(c). The method of managing credit risk is by way of strict 
adherence to the credit assessment policies before the loan is approved and by close monitoring of defaults in the repayment of loans 
thereafter on a weekly basis. 

The Credit Policy has been endorsed by the Board 
to ensure that loans are only made to members that 
are creditworthy. 

The Credit Union has established policies over the:

 f credit assessment and approval of loans and 
facilities covering acceptable risk assessment 
and security requirements;

 f limits of acceptable exposure over the value  
to individual borrowers, non-mortgage secured 
loans and commercial lending;

 f re-assessing and review of the credit exposures 
on loans and facilities;

 f establishing appropriate provisions to recognise 
the impairment of loans and facilities;

 f debt recovery procedures; and

 f review of compliance with the above policies.

Past due and impaired 
A financial asset is past due when the counterparty 
has failed to make a repayment when contractually 
due. Past due does not mean the counterparty will 
never pay, but it can trigger various actions such as 
re-negotiation, enforcement of covenants or legal 
proceedings. Once the past due exceeds 90 days 
the loan is regarded as impaired, unless other factors 
indicate the impairment should be recognised sooner.

Daily reports monitor the loan repayments to 
detect delays in repayments and recovery action is 
undertaken after 7 days. The exposures to losses arise 
predominantly in the personal loans and facilities not 
secured by registered mortgages over real estate.

If such evidence exists, the estimated recoverable 
amount of that asset is determined and any 
impairment loss, based on the net present value of 
future anticipated cash flows, is recognised in the 
statement of comprehensive income. In estimating 
these cash flows, management makes judgements 
about the counterparty’s financial situation and the  
net realisable value of any underlying collateral.

2014 2013

Carrying 
value

Off-balance 
sheet

Maximum 
exposure

Carrying 
value

Off-balance 
sheet

Maximum 
exposure

$ $ $ $ $ $

Mortgages 121,432,993 27,148,345 148,581,338 130,556,591 29,949,663 160,506,254

Personal 5,931,680 40,000 5,971,680 7,945,821 7,000 7,952,821

Overdrafts 551,850 3,205,336 3,757,186 584,740 2,800,485 3,385,225

Natural 
persons

127,916,523 30,393,681 158,310,204 139,087,152 32,757,148 171,844,300

Corporate 
borrowers

211,792 186,380 398,172 320,166 425,453 745,619

Total 128,128,315 30,580,061 158,708,376 139,407,318 33,182,601 172,589,919
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Past due and impaired (continued)
Statement of financial position provisions are 
maintained at a level that management deems 
sufficient to absorb probable incurred losses in the 
Credit Union’s loan portfolio from homogenous 
portfolios of assets and individually identified loans.

A provision for incurred losses is established on all 
past due loans after a specified period of repayment 
default where it is probable that some of the capital 
will not be repaid or recovered. The provisions for 
impaired and past due exposures relate to the loans 
to members. Past due value is the ‘on-balance sheet’ 
loan balance which are past due by 90 days or more. 
Details are set out within note 10. 

Bad debts
Amounts are written off when collection of the loan or 
advance is considered to be unlikely. All write-offs are 
on an individual basis, taking account of the exposure 
at the date of the write-off. On secured loans, the 
write-off takes place on the ultimate realisation of 
collateral value. A reconciliation of the movement of 
both past due and impaired exposure provisions is 
provided within note 10.

Collateral securing loans 
A sizeable portfolio of the loan book is secured by 
residential property in Australia. Therefore, the Credit 
Union is exposed to the risks in reduction of the loan 
to valuation ratio (LVR) cover should the property 
market be subject to a decline. The risk of losses from 
loans undertaken is primarily reduced by the nature 
and quality of the security taken.

Concentration risk - Individuals  
Concentration risk is a measurement of the Credit 
Union’s exposure to an individual counterparty (or 
group of related parties). If prudential limits are 
exceeded as a proportion of the Credit Union’s 
regulatory capital (10%) a large exposure is considered 
to exist. No additional capital is required to be held 
against these, however APRA must be informed. 

APRA may impose additional capital requirements  
if it considers the aggregate exposures to all loans 
over the 10% capital benchmark, to be higher  
than acceptable. 

The aggregate value of large exposure loans are set 
out in note 9. Concentrations to counterparties are 
closely monitored for all exposures over 5% of the 
capital base.

(ii) Credit risk - Liquid investments

Credit risk is the risk that the other party to a financial 
instrument will fail to discharge their obligation 
resulting in the Credit Union incurring a financial loss. 
This usually occurs when debtors fail to settle their 
obligations owing to the Credit Union. 

There is a concentration of credit risk with respect 
to investment receivables with the placement of 
investments in Cuscal. The Credit Policy is that 
investments are only made to institutions that are 
creditworthy. 

Under the liquidity support scheme at least 3.2% of 
the total assets must be invested in Cuscal, to allow 
the scheme to have adequate resources to meet its 
obligations if needed. The Credit Union is also obliged 
to hold liquidity investments with Cuscal to satisfy the 
requirements of standby facilities provided. Cuscal has 
a high credit rating of A+.

The risk of losses from the liquid investments 
undertaken is reduced by the nature and quality of the 
independent rating of the investment counterparty, 
as well as the level of investment. The Board policy 
is that all liquid investments must be held with APRA 
regulated financial institutions with exposure limits 
to individual counterparties based on external credit 
ratings. 

External credit assessment for institution 
investments
The Credit Union uses the ratings of reputable ratings 
agencies to assess the credit quality of all investment 
exposure, where applicable, using the credit quality 
assessment scale in APRA prudential guidance  
APG 112. The credit quality assessment scale within 
this standard has been complied with. 
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Capital Management

The capital levels are prescribed by the Australian 
Prudential Regulation Authority (APRA). Under the 
APRA prudential standards, capital for the Credit 
Union is determined in three components: 

 f Credit risk 

 f Market risk (banking book) 

 f Operational risk 

Capital resources
Tier 1 common equity
The vast majority of tier 1 capital comprises:

 f Retained profits 

 f Realised reserves

Tier 2 capital 
Tier 2 capital consists of capital instruments that 
combine the features of debt and equity in that they 
are structured as debt instruments, but exhibit some 
of the loss absorption and funding flexibility features  
of equity. 

Tier 2 capital comprises of the general reserve for 
credit losses.

The capital ratio as at the end of the financial year  
over the past 5 years is as follows:

Capital in the Credit Union is made up as follows:       

The exposure values associated with each credit quality rating are as follows: 

2014 2013

Credit rating
Carrying 

value
Past due 

value
Provision

Carrying 
value

Past due 
value

Provision

$ $ $ $ $ $

AA/AA- 23,250,000 - - 7,250,000 - -

A+/A/A- 30,974,570 - - 28,639,940 - -

BBB+/BBB 20,644,047 - - 23,524,970 - -

Unrated 500,000 - - 750,000 - -

Total 75,368,617 - - 60,164,910 - -

2014 2013

$ $

Tier 1 Common Equity

General reserve 12,996,014 12,837,822

Retained profits 3,071,989 2,622,675

Capital profit reserve 128,582 123,428

Total 16,196,585 15,583,925

Prescribed  
deductions

(654,636) (597,790)

Net tier 1 common 
equity

15,541,949 14,986,135

Tier 2 Capital

Reserve for credit losses 818,268 808,307

Net tier 2 capital 818,268 808,307

Total capital 16,360,217 15,794,442

The level of capital ratio can be affected by growth 
in assets relative to growth in reserves and/or by 
changes in the mix of assets. 

To manage the Credit Union’s capital the Board and 
management review the ratio monthly and monitor 
major movements in asset levels.  Policies have been 
implemented to require reporting to the Board and 
APRA if the capital ratio falls below 13.5%.

2014 2013 2012 2011 2010

Basel III Basel III Basel II Basel II Basel II

16.97% 16.60% 17.24% 17.83% 20.71%
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Capital resources (continued) 
The risk weights attached to each asset are based on the weights prescribed by APRA in its Prudential 
Standard APS 112. The general rules apply the risk weights according to the level of underlying security.

In relation to operational risks, the major 
measurements for additional capital are recognised by 
the monitoring and stress testing for the impact on:

 f Asset impairment - economic and employment 
factors on loan losses;

 f Property value decline - property values declining 
and the related exposure to higher capital 
required to recognise potential losses or risk 
weightings;

 f Interest rate risk - capital from changes in interest 
rates impacting the net interest margin and net 
surplus; and

 f Events impacting the additional costs of retention 
of liquid funds and exercising available liquidity 
drawdown facilities. 

The optional additional capital charge recognised by 
the Board equates to $1,444,002 (2013: $1,426,433).

Capital on operational risk   
The Credit Union uses the standardised approach 
which is considered to be most suitable for its business 
given the small number of distinct transaction streams. 

The operational risk capital requirement is calculated 
by mapping the Credit Union’s three year average net 
interest income and net non-interest income to the 
Credit Union’s various business lines. 

Based on this approach, the Credit Union’s operational 
risk requirement is $11,443,834 (2013: $10,757,818).

It is considered that the standardised approach 
accurately reflects the Credit Union’s operational  
risk other than for the specific items set out below.

Internal capital adequacy management 

The Credit Union manages its internal capital levels 
for both current and future activities through a 
combination of the various committees. 

The outputs of the individual committees are 
reviewed by the Board in its capacity as the primary 
governing body. The capital required for any change 
in the Credit Union’s forecasts for asset growth or 
unforeseen circumstances are assessed by the Board. 

The finance department then update the forecast 
capital resource model produced and the impact 
upon the overall capital position of the Credit Union is 
reassessed.

Risk  
weighting

Carrying  
value

Risk weighted 
value

$ $

Cash 0% 500 -

Deposits in highly rated ADI’s 20% 30,046,204 6,009,241

Deposits in less rated ADI’s 50% 46,836,455 23,418,228

Deposits in unrated ADI’s 50% 501,991 250,996

Residential mortgages up to 80% LVR 35% 120,817,173 42,286,011

Residential mortgages over 80% LVR 50%-75% 615,820 307,910

Non-standard residential mortgages 50%-100% - -

Investments in equity instruments 400% - -

Other assets 100%-150% 7,327,603 7,427,493

Total qualifying assets 206,145,746 79,699,879
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The fair value hierarchy has the following levels: 
(a) quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1); 
(b) inputs other than quoted prices included within level 1 that are observable for the asset or liability,  

either directly (i.e. prices) or indirectly (i.e. derived from prices) (level 2); and 
(c) inputs for the asset or liability that are not based on observable market data (unobservable inputs)  

(level 3). The standard permits the measurement at cost in absence of an ability to reliably measure  
 the assets at fair value.

Note 2014 2013

$ $

Financial assets - carried at amortised cost

Cash 5 1,432,268 184,697

Advances to other financial institutions 6 75,368,617 60,164,910

Receivables 7 1,047,020 673,259

Loans and advances 9 128,097,112 139,377,686

Total loans and receivables 205,945,017 200,400,552

Available for sale investments - carried at cost 8 390,846 390,846

Total financial assets 206,335,863 200,791,398

Financial liabilities 

Payables to other financial institutions 14 - 129,813

Deposits 15 187,438,786 181,984,894

Payables 16 2,056,439 2,475,635

Total financial liabilities 189,495,225 184,590,342

Financial assets - at fair value

Available for sale investments - Level 3

Cuscal shares 379,667 379,667

TAS shares 11,179 11,179

390,846 390,846

Assets measured at fair value based on level 3

Opening balance 390,846 404,256

Additional shares purchased - -

Less: share repurchase by TAS - (13,410)

390,846 390,846

Consideration received from TAS - -

Less: cash consideration - -

Closing balance 390,846 390,846

Total gain on share exchange - -

The following information classifies the financial instruments into the measurement classes. 

21. Categories of Financial Instruments 
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Monetary assets and liabilities have differing maturity profiles depending on the contractual term, and in the case 
of loans the repayment amount and frequency. The table below shows the period in which different monetary 
assets and liabilities held will mature and be eligible for renegotiation or withdrawal. In the case of loans, the 
table shows the period over which the principal outstanding will be repaid based on the remaining period to the 
repayment date assuming contractual repayments are maintained, and is subject to change in the event that 
current repayment conditions are varied. 

Financial assets and liabilities are at the undiscounted values (including future interest expected to be earned  
or paid). Accordingly these values will not agree to the statement of financial position.

2014

Within 1 
month

1-3  
months

3-12 
months

1-5  
years

After 5 
years

No 
maturity

Total

$ $ $ $ $ $ $

Financial 
assets

Cash - - - - - 1,432,268 1,432,268

Advances to 
other FIs

28,342,293 11,081,882 37,069,399 - - - 76,493,574

Receivables 461,268 - - - - - 461,268

Available 
for sale 
investments

- - - - - 390,846 390,846

Loans and 
advances

805,831 3,181,309 9,242,011 42,912,075 140,573,858 - 196,715,084

Total 
financial 
assets

29,609,392 14,263,191 46,311,410 42,912,075 140,573,858 1,823,114 275,493,040

Financial 
liabilities

Payables to 
other FIs

- - - - - - -

Deposits 131,311,116 16,822,192 38,961,982 1,692,737 - 73,620 188,861,647

Payables 1,239,326 - - - - - 1,239,326

Subtotal 132,550,442 16,822,192 38,961,982 1,692,737 - 73,620 190,100,973

Undrawn loan 
commitments

30,580,061 - - - - - 30,580,061

Total 
financial 
liabilities

163,130,503 16,822,192 38,961,982 1,692,737 - 73,620 220,681,034

22. Maturity Profile of Financial Assets and Liabilities 
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2013

Within 1 
month

1-3 
months

3-12 
months

1-5 
years

After 5 
years

No 
maturity

Total

$ $ $ $ $ $ $

Financial 
assets

Cash - - - - - 184,697 184,697

Advances to 
other FIs

21,081,462 15,683,107 24,604,337 - - - 61,368,906

Receivables 46,457 - - - - - 46,457

Available 
for sale 
investments

- - - - - 390,846 390,846

Loans and 
advances

749,883 3,536,171 10,329,056 48,073,249 141,821,052 - 204,509,411

Total 
financial 
assets

21,877,802 19,219,278 34,933,393 48,073,249 141,821,052 575,543 266,500,317

Financial 
liabilities

Payables to 
other FIs

129,813 - - - - - 129,813

Deposits 116,330,322 27,200,096 29,949,325 10,088,218 - 76,820 183,644,781

Payables 1,169,580 - - - - - 1,169,580

Subtotal 117,629,715 27,200,096 29,949,325 10,088,218 - 76,820 184,944,174

Undrawn loan 
commitments

33,182,601 - - - - - 33,182,601

Total 
financial 
liabilities

150,812,316 27,200,096 29,949,325 10,088,218 - 76,820 218,126,775

22. Maturity Profile of Financial Assets and Liabilities (continued)
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The table below represents the above maturity profile summarised at discounted values. The contractual 
arrangements best represents the estimated minimum amount of repayment on the loans, liquid investments and 
on the member deposits within 12 months. While the liquid investments and member deposits are presented in the 
table below on a contractual basis, as part of our normal banking operations we would expect a large proportion of 
these balances to roll over. Loan repayments are generally accelerated by members choosing to repay loans earlier. 
These advance repayments are at the discretion of the members and not able to be reliably estimated.

Within 12 
months

After 12 
months

Total

$ $ $

Financial assets - carried at amortised cost

Cash 1,432,268 - 1,432,268

Advances to other financial institutions 75,368,617 - 75,368,617

Receivables 1,047,020 - 1,047,020

Available for Sale Investments - 390,846 390,846

Loans and advances 6,822,648 121,305,667 128,128,315

Total financial assets 84,670,553 121,696,513 206,367,066

Financial liabilities 

Payables to other financial institutions - - -

Deposits  

At Call  119,162,760 -  119,162,760 

Terms  66,696,738  1,579,288  68,276,026 

Payables  1,239,326 -  1,239,326 

Total On-balance Sheet  187,098,824  1,579,288  188,678,112 

Undrawn Loan Commitments  30,580,061 -  30,580,061 

Total Financial Liabilities  217,678,885  1,579,288  219,258,173 

2014

23. Financial Assets and Liabilities Maturing within 12 months
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Within 12 
months

After 12 
months

Total

$ $ $

Financial assets - carried at amortised cost

Cash 184,697 - 184,697

Advances to other financial institutions 60,164,910 - 60,164,910

Receivables 673,259 - 673,259

Available for Sale Investments - 390,846 390,846

Loans and advances 7,325,131 132,082,187 139,407,318

Total financial assets 68,347,997 132,473,033 200,821,030

Financial liabilities 

Payables to other financial institutions 129,813 - 129,813

Deposits  

At Call  102,117,566 -  102,117,566 

Terms  70,158,123  9,709,205  79,867,328 

Payables  1,169,580 -  1,169,580 

Total On-balance Sheet  173,575,082  9,709,205  183,284,287 

Undrawn Loan Commitments  33,182,601 -  33,182,601 

Total Financial Liabilities  206,757,683  9,709,205  216,466,888 

2013

23. Financial Assets and Liabilities Maturing within 12 months (continued)
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Financial assets and liabilities have conditions which allow interest rates to be amended either on maturity (term 
deposits and term investments) or after adequate notice is given (loans and savings). The table below shows 
the respective value of funds where interest rates are capable of being altered within the prescribed time bands, 
being the earlier of the contractual repricing date or maturity date.

Avg
Floating 

rate
1-3 

months
3-12 

months
1-5 

years

Non 
interest 
bearing

Total

% $ $ $ $ $ $

Financial 
assets

Cash 0.00 - - - - 1,432,268 1,432,268

Advances  
to other FIs

2.97 29,442,412 12,881,136 33,045,069 - - 75,368,617

Receivables - - - - 1,047,020 1,047,020

Available for sale 
investments

- - - - 390,846 390,846

Loans and 
advances

5.09 126,620,105 - - 1,477,007 - 128,097,112

Total financial 
assets

156,062,517 12,881,136 33,045,069 1,477,007 2,870,134 206,335,863

Financial 
liabilities

Payables  
to other FIs

- - - - - -

Deposits 2.22 131,131,238 16,572,392 38,082,248 1,579,288 73,620 187,438,786

Payables - - - - 2,056,439 2,056,439

Subtotal 131,131,238 16,572,392 38,082,248 1,579,288 2,130,059 189,495,225

 

Undrawn loan 
commitments

- - - - 30,580,061 30,580,061

Total financial 
liabilities

131,131,238 16,572,392 38,082,248 1,579,288 32,710,120 220,075,286

2014

23. 

24. Interest Rate Change Profile of Financial Assets and Liabilities 
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Avg
Floating 

rate
1-3 

months
3-12 

months
1-5 

years

Non 
interest 
bearing

Total

% $ $ $ $ $ $

Financial 
assets

Cash 0.50 - - - - 184,697 184,697

Advances  
to other FIs

3.39 20,935,598 15,375,802 23,853,510 - - 60,164,910

Receivables - - - - 673,259 673,259

Available for sale 
investments

- - - - 390,846 390,846

Loans and 
advances

5.39 133,438,910 - 5,938,776 - - 139,377,686

Total financial 
assets

154,374,508 15,375,802 29,837,286 - 1,248,802 200,791,398

Financial 
liabilities

Payables  
to other FIs

7.50 129,813 - - - - 129,813

Deposits 2.69 116,168,977 26,820,979 29,208,914 9,709,204 76,820 181,984,894

Payables - - - - 2,475,635 2,475,635

Subtotal 116,298,790 26,820,979 29,208,914 9,709,204 2,552,455 184,590,342

Undrawn loan 
commitments

- - - - 33,182,601 33,182,601

Total financial 
liabilities

116,298,790 26,820,979 29,208,914 9,709,204 35,735,056 217,772,943

2013

24. Interest Rate Change Profile of Financial Assets and Liabilities (continued)
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The aggregate net fair values of financial assets and financial liabilities, both recognised and unrecognised,  
as at balance date, are as follows:

2014 2013

Fair value
Carrying 
amount

Variance Fair value
Carrying 
amount

Variance

$ $ $ $ $ $

Financial 
assets

Cash 1,432,268 1,432,268 - 184,697 184,697 -

Advances to 
other FIs

75,369,108 75,368,617 491 60,165,589 60,164,910 679

Receivables 1,047,020 1,047,020 - 673,259 673,259 -

Available 
for sale 
investments

390,846 390,846 - 390,846 390,846 -

Loans and 
advances

128,090,628 128,097,112 (6,484) 139,319,028 139,377,686 (58,658)

Total financial 
assets

206,329,870 206,335,863 (5,993) 200,733,419 200,791,398 (57,979)

Financial 
liabilities

Payables to 
other FIs

- - - 129,813 129,813 -

Deposits 187,487,711 187,438,786 48,925 182,184,907 181,984,894 200,013

Payables 2,056,439 2,056,439 - 2,475,635 2,475,635 -

Total financial 
liabilities

189,544,150 189,495,225 48,925 184,790,355 184,590,342 200,013

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

Advances to other financial institutions
The carrying values of cash and liquid assets and receivables due from other financial institutions redeemable 
within 12 months approximate their fair value as they are short term in nature or are receivable on demand.

Loans and advances
The carrying value of loans and advances is net of provisions for doubtful debts. For variable rate loans (excluding 
impaired loans), the amount shown in the statement of financial position is considered to be a reasonable estimate 
of fair value. The fair value of impaired loans was calculated by discounting expected cash flows using a rate which 
includes a premium for the uncertainty of the flows.

Deposits
The fair value of call and variable rate deposits, and fixed rate deposits repricing within 12 months, is the amount 
shown in the statement of financial position. Discounted cash flows were used to calculate the fair value of other 
term deposits, based upon the deposit type and the rate applicable to its related period maturity.

Short term borrowings
The carrying values of payables approximate their fair value as they are short term in nature and reprice frequently.

25. Fair Value of Financial Assets and Liabilities 
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2014 2013

$ $

(a) Outstanding loan commitments

Loans approved but not advanced 1,434,992 5,508,000

(b) Loan redraw facilities

Loan redraw facilities available 25,753,353 24,448,663

(c) Undrawn loan facilities

Approved overdraft credit limits 4,197,547 3,975,821

Less: overdraft limits drawn (805,831) (749,883)

Total credit commitments 3,391,716 3,225,938

Total financial commitments 30,580,061 33,182,601

These commitments are contingent on members maintaining credit 
standards and ongoing repayment terms on amounts drawn.

Expenditure commitments

(a) Capital expenditure commitments 7,762 89,270

(b) Operating lease commitments 

Lease on property occupied by the Credit Union

not later than 1 year 131,040 165,979

1 year to less than five years 173,100 303,089

304,140 469,068

The operating lease relates to the rental of premises. The term of the lease is for 5 years, and the option to renew is usually obtained for a 
further 2 years. There are no restrictions imposed on the Credit Union so as to limit the ability to undertake further leases.

26. Financial Commitments 
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2014 2013

$ $

(c) Lease commitments 

Rent payable for leased office equipment

not later than 1 year 44,117 44,117

1 year to less than five years 104,868 148,948

148,985 193,065

(d) Computer bureau expense commitments

not later than 1 year 110,537 98,570

1 year to less than five years 84,466 172,497

195,003 271,067

(e) Computer software commitments

The costs committed under contracts with Ultradata

not later than 1 year 212,498 212,498

1 year to less than five years 313,152 544,048

525,650 756,546

The Credit Union has a borrowing facility with Cuscal Limited of:

2014

Limit Borrowings Net available

$ $ $

Loan facility 5,000,000 - 5,000,000

Overdraft facility 5,000,000 - 5,000,000

Total standby borrowing facilities 10,000,000 - 10,000,000

2013

Loan facility 5,000,000 - 5,000,000

Overdraft facility 5,000,000 129,813 4,870,187

Total standby borrowing facilities 10,000,000 129,813 9,870,187

Cuscal holds an equitable mortgage charge over all the assets of the Credit Union as security against loan and overdraft amounts drawn 
under the facility arrangements. 

The costs committed under contracts with TAS

27. Standby Borrowing Facilities 

26. Financial Commitments (continued)
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The Credit Union contributes to various superannuation funds on behalf of its employees. The funds exist  
to provide varying benefits for employees and their dependants on retirement, resignation, disability or 
death. The Credit Union and employees make contributions as specified in the rules of the respective 
funds. Of the contributions made by the Credit Union, 9.25% of employees’ wages and salaries are legally 
enforceable in Australia.

Liquidity Support Scheme 
The Credit Union is a member of the Credit Union Financial Support Scheme (CUFSS) a company limited  
by guarantee, established to provide financial support to member credit unions in the event of a liquidity  
or capital problem. As a member, the Credit Union is committed to maintaining 3.2% of the total assets  
as deposits with Cuscal.

Under the terms of the Industry Support Contract (ISC), the maximum call for each participating credit 
union would be 3.2% of the Credit Union’s assets (3% under loans and facilities and 0.2% under the cap 
on contributions to permanent loans). This amount represents the participating credit union’s irrevocable 
commitment under the ISC. At balance date there were no loans issued under this arrangement.

The directors are of the opinion that in the interval between the end of the financial year and the date of this 
report, no other circumstances have arisen to affect significantly the operations of the Credit Union, the results  
of those operations or the state of affairs of the Credit Union.

These financial reports have been prepared based on conditions existing at balance date.

31. Director and Key Management Personnel

2014 2013

$ $

Short term employee benefits 801,977 901,564

Post employee benefits 67,076 84,870

Other long term benefits 20,283 66,766

889,336 1,053,200

The remuneration shown above as short term benefits means (where applicable) wages, salaries, directors fees, paid annual leave, bonuses, 
value of fringe benefits received, but excludes out of pocket expense reimbursements. 

All remuneration to directors was approved by members at the previous Annual General Meeting of the Credit Union.

(a) Remuneration of key management persons 

Key Management Persons (KMP) are those persons having authority and responsibility for planning, directing  
and controlling activities of the Credit Union, directly or indirectly, including any director of that entity. Control  
is the power to govern the financial and operating policies of an entity so as to obtain benefits from its activities.

KMP comprise of directors, chief executive officer and the senior managers who are responsible for the day  
to day financial and operational management of the Credit Union.

The aggregate compensation for KMP during the year comprising amounts paid, payable or provided for, 
was as follows:

28. Superannuation Commitments 

29. Contingent Liabilities 

30. Subsequent Events 
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31. Director and Key Management Personnel (continued) 2014 2013

$ $

(b) Loans to key management persons

(i) The aggregate value of loans to KMP as at balance date

Mortgage loans 3,091,858 4,108,280

Personal loans 1,760 1,760

Continuing credit facilities 8,280 1,658

3,101,898 4,111,698

(ii) The aggregate value of continuing credit facility limits to KMP  
     as at balance date

66,000 25,001

Less amounts drawn down included in (i) (8,280) (1,658)

Net balance available 57,720 23,343

(iii) Interest received from KMP as at balance date

Mortgage loans 169,536 191,290

Personal loans - -

Continuing credit facilities 195 455

169,731 191,745

The Credit Union’s policy for lending to KMP is that all loans must be ratified by the Board. Loans are approved 
on the same terms and conditions that applied to members for each class of loan. 

There are no loans that are impaired in relation to the loan balances of KMP. 

There are also no benefits or concessional terms and conditions applicable to the close family members of the 
KMP. There are no loans that are impaired in relation to the loan balances with close family members of KMP. 

(c) Deposits from key management persons 

Other transactions between related parties include deposits from 
directors, and other Key Management Persons which are as follows:

(i) Total value of term and savings deposits 540,008 297,945

(ii) Total interest paid on deposits 6,620 6,267

The Credit Union’s policy for receiving deposits from KMPs is that all transactions are approved and deposits 
accepted on the same terms and conditions which applied to members for each type of deposit.
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2014 2013

$ $

Audit of financial statements 42,450 40,400

Other taxation services 5,500 5,500

Audit of AFS licence 3,700 3,450

51,650 49,350

Amounts received or due to the Auditors:

32. Auditors’ Remuneration

The Credit Union has arrangements with other organisations to facilitate the supply of services to members: 

(a) Cuscal Limited

Cuscal is an Approved Deposit Taking Institution registered under the Corporations Act 2001 and the Banking 
Act 1959. The Credit Union has equity in the company. This organisation:

(i) provides the license rights to Visa Card in Australia and settlements with other institutions for ATM, Visa  
    card and cheque transactions, direct entry transactions, as well as the production of Visa and Redicards  
    for use by members.

(ii) this company operates the computer network used to link Redicards and Visa cards operated through  
    rediATMs and other approved ATM providers to the credit union’s payment systems.

(iii) provides treasury and money market facilities to the Credit Union. The Credit Union invests a significant part  
     of its liquid assets with Cuscal to maximise return on funds, and to comply with the Liquidity Support  
     Scheme requirements.

(b) TransAction Solutions Ltd

This company operates the computer facility on behalf of the Credit Union in conjunction with other credit 
unions. The Credit Union has a management contract with the company to supply computer support staff 
and services to meet the day to day needs of the Credit Union and compliance with the relevant Prudential 
Standards.

(c) Ultradata Pty Ltd

Provides and maintains the application software utilised by the Credit Union.

33. Outsourcing Arrangements 

Quay Credit Union Ltd ACN 087 649 723 is incorporated with its registered office located at Level 9, 48 Hunter 
Street, Sydney. The Credit Union was originally formed in 1971 as AMP Employees & Agents Credit Union 
Limited.

34. Corporate Information



56



INSIDE BACK COVER

57Quay Credit Union - 2014 Annual Report



58

Quay Credit Union Ltd
Level 9, 48 Hunter Street

Sydney NSW 2000


