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ANNUAL REPORT

On behalf of the Board of Management, | am pleased to present the Annudl Report of United
Credit Union for the year ending 31 March 2011,

The Yeor in review

New Zedland is still suffering the effects of the globdi recession. This fogether with the
Chrisichurch earthquake disaster and a general irend by New Zealanders to reduce their
debt is having an effect on dll financial organisations. United Credit Union is no exception.

Lending levels have dropped again during the last year as have membership numbers, We
do not expect any significant improvement in these numbers until the economy recovers.

Bad Loans are no longer a major concern. As reported last year, we have taken steps to
minimise delinquency and in general ferms it has been effective.

Compliance with Reserve Bank and Treasury regulations continues to increase, following the
numerous Finance Company collapses. During this turbulent period. Credit Unions continued
to operate soundly, proving that the Credit Union Industry is indeed very stable.

Financial

I can declare a satisfactoryl profit of $253,948 for the financial year. Once again, this has
been achieved despite very challenging trading conditions. We still remain one of New
Zealand's leaders in low cost financidl services.

Reserves now total $4,534,651 and Capital Adequacy now 22.5%. Both of these are well in
excess of the prudential requirements the credit union must meet.

Qperations

United Credit Union operates two offices in Wellington and Auckland. We continue to work
with our long standing friends in the Union movement, whilst broadening our horizons info the
locat commmunities immediately adjacent to our offices, This is the main reason for the
proposed rule change.

A total of 829 loans were approved during the year totaliing $5.737,560. Assels increased
slightly to $20,144,951. Deposits also increased slightly to $15,276,373 and loans decreased

slightly to $12,299,572.
Overall, a very pleasing result, given the environment we are operading in.

Board, Management and Staff

The Board met on 7 occasions during the year including a weekend strategic planning
session.

twish to take this opportunity to thank my fellow Directors, Management and Stasf for their

dedication and hard work in what confinues to be a very challenging period for the Credit
Union,

Malcolm Blair
Chair



UNITED CREDIT UNION

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MARCH 2011

Note Mar 11 Mar 10
$ $

Interest revenus 2 1,647,535 1,678,004
interest expenditure 2 233,892 225523
NET INTEREST REVENUE 1,413,643 1,453,471
Other Incorme 2 513,776 492,626

1,827,419 1,946,007
EXPENDITURE
Bad debts 134,133 248,141
Employee benefits 563,432 508,916
Occupanty 130,674 143,572
Depraciaticn 68,013 65,135
impairment losses 8 {25417} {57 585)
Other expenditure 2 802,736 798,228
TOTAL EXPENDITURE 1,673,471 1,706,405
Profiti{ioss} for year 253,948 239092
Other Comprehensive Income - -
TOTAL COMPREHENSIVE INCOME 253,948 239692

The atfached notes lo the financial statements form parf of and should be read i conjunction with the financiat staterments
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UNITED CREDIT UNION

BALANCE SHEET
AS AT 31 MARCH 2011

MEMBERS' FUNDS
General Reserve
Retgined Eamnings

TOTAL MEMBERS FUNDS

ASSETS

Cash and cash squivalents
Other financial Assels
Trade and other receivables
Loans to members
Properly, plant & equipment
Capital Notes

TOTAL ASSETS

LIABILITIES
Trade and other payables
Members' deposits

TOTAL LIABILITIES
NET ASSETS

These Financial Statements are authorised for issue by:

N

Diractor

Director \\

Note

U MR

11
12

Mar 44 Mar 10
$ $

3,308,318 3,308,318
1,226,333 972,385
4,534,661 4,280,703
6,975,682 5919422
250,000 200,00C
85,5675 64,813
12,299,572 12,817,280
239,797 240,163
290,325 233,590
20144 951 19,574,968
333,927 570,868
16,276,373 14,723,387
15,610,300 415,294,265
4,534,651 4,280,703

2 £ /57 dor/

ﬁéf@‘z 2677

The allached notes {o the Hinancial statements form part of and should be read in conjuncion with the financial stafements.
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UNITED CREDIT UNION

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2011

Balance as at 1 April 2009

Profit / (loss) for year
Other Compreheansive Income

Total Comprehensive Income For Year

Balance at 31 March 2010
Balance as at 1 April 2010

Profit / (loss) for year
Other Comprehensive incoms

Total Gomprehensive iIncome For Year

Balance at 31 March 2011

General Retained Total
Reserve Earnings Reserves
$ $ $
3,308,318 732,643 4,041,011
- 239,602 239,692
- 239,692 239,602
3,308,318 972,385 4,280,703
3,308,318 972,386 4,280,703
- 253,948 253,048
- 253,248 253,048
3,308,318 1,226,333 4,534,651

The altacher notes to the financial statements form part of and should be read in conjunction with the financial statements
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UNITED CREDIT UNION

CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 MARCH 2011

CASH FLOWS FROM OPERATING ACTIVITIES

Interest received

Fees and commissions received

Bad loans recoverad

Interest paid

Payments to suppliers and employers

Net cash provided by/(used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Net movement in members' loans
Payments for property, plant and equipment
Proceeds from sale of property, plant and
equipment

Net movementin investments

Net cash provided by/{used in) investing acfivities

CASH FLOWS FROM FINANCING ACTIVITIES
Net movement in member deposi{s

Net cash provided byf{used in} financing activities

Total net increasel{decrease) in cash and cash
equivalents

Cash and cash eguivalents at the beginning of the
period

Cash and cash equivalents at end of the year

Note Mar 14 ar 10
$ $

1,628,200 1,683,170

422 477 449,812

34,563 18,378
(215,408) (253,292)
{1,757,234) _ (1,180,664)

24 113,598 717,404
508,993 1,078,238

(110,320) {1569,078)

41,313 107,996
{50,000) {200,000)

389,986 827,156

552,976 56,413

552 076 56,413

1,068,660 1,600,873

5,919,122 4,318,149

5 6,075,682 5,019,122

The attached nofes fo the financial statements form part of and should be read in conjunction with the fnancial statements.
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UNITED CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2011

Reporting Enity

The Credit Union is registered under the Friendly Societies and Credit Unions Act 1882. The Credit Union is an issuer for the
purposes of the Financial Reporting Act 1993, The financial report is a generat purpose financial report which has bean prepared in
accordance with the Financial Reporting Act 1893, the Friendly Societies and Cradit Unlons Act 1982 and ralevant Securities
Regulations for the entity Unlted Credit Union. United Credit Union has no subslidiary or associate entities.

These financial statements have also been prepared in accordance with New Zealand Generally Accepted Accounting Praclice
{("GAAP"). They comply with New Zealand equivalents to International Financial Reporting Standards (NZ IFRS™), as appropriate for
public benefit entities. The financial statements also comply with International Financial Reporting Standards (IFRSY, Tha
presentation currency is $NZ.

Nature of Business
The purpose of s Credit Unlon Is to promote savings among its members and to use those savings for thair mutual benefit.

The Credit Union is restricted In fts borrowings and members contribute to the Credit Union by way of share subscriptions. The
shares cannot be transferred or sold. Members are able to withdraw thelr funds subject to certain conditions. The Credit Union
makes foans to members or invasts funds on the members' behalf. Interest and other income are received by the Cradit Union and
interest is paid to depositing members In the form of interest on shares.

The Credit Unlon operates predominantly in one indusiry, being the Investmant of members' funds. All operations are based in New
Zgaland, under a comon bond for members being Unionisation,

Trust Deed

To mest the requirements of The Securities Act 1978 a Trust Deed was enfered into on the 2nd February 2001 batween the
Trustees of the Credit Union and Trustees Executors Limited. Trustees Execulors Limited as the Prudential Supervisor was
appointed to act in the Interests of the members of the Credit Union by menitoring the compliance by the Cradit Union of its
obiigations, its Rules, the Trust Deed and the Friendly Societies and Credit Unions Act 1982. In addition, the Prudential Supevisor is
under duty to exercise reasonable dillgence to ascertain whather the Credit Union has;

(@) commited any breach of the Trust Daed ar any of the conditions of issue of the sharas; and
(b) sufficient assets to meot its obligations to members, as they fall due.

Changes In Accounting Palicy and Disclosures

The accounting policies adoptet in the financial statements for the year ended 31 March 2011 are consistent with those of the
previous financial year.

No new o amended accounting standards as Jssued by the International Accounting Standards Board (IASB) effective in the current
year had an impact on the financial statements of the Credit Union,

New NZ IFRS standards and interpretations issued but not yet adopted.
At the date of authorisation of these financial statements, certain new standards and interpratations to existing standards have been
published bul not yet effective, and have not been adopted sarly by the Gradit Union.

Management anticipates that all pronouncements will be adopted in the first accounting period beginning on or after the effective
date of the new standard. Information on new standards, amendments aid Inteepretations that are expecied to be relevent fo tha
Credit Union financial statements is provided below. Ceriain other new standards and interpretations issued but not yet effective,
those are not expected to have a material impact on the Credit Union's financial statemenis have not heen disciosed.

{IINZ IFRS ¢ - Financial instruments (sffective from 1 January 2013)
The |ASE aims to replace 1AS 39 Financial Instruments: Recognition and Measurement i its entirety. The replacement standard
(IFRS 9) is being Issued in phases. To date, the chapters dealing with recognition, classification, measureiment and de-recognlition

of financlal assets and Kabilities have been issued. The chapters deating with impairment methodology and hedge accounting are
still being developed.

Mangaement have yel to assess the Impact that this new standard Is fikely to have on the financial statements of the Credit Union,
However, they do not expect to Implament the amendments unill alt chapters of IFRS 9 have been published and they can
comprehensively assess the Impact of al changes.

(it} 2010 Improvements to IFRSs

in May 2010 the IASR issued the annual omnibus of minor amendmants to [FRS standards. Management has yet to complete &
detailed review fo these amendents, howaver upon prelicinary review the impact is not expected to be significant.
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UNITED CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2011
1. SIGNIFICANT ACCOUNTING POLICIES

The foflowing Is a summary of the material accounting policles adopted by the Credit Union in the preparation of the financlal report,
Except where stated, the accounting poficies have been consistently applied.

{a} Measurement Base

The financial statements have been prepared on a going concem basis in accordance with histerical cost concepts, The prasentation
currency usec in the financial statements is the New Zealand doliar.

(b} Financial Instruments Recognition

Finandial instruments are initially measured at fair value plus transaclion costs. Subsequent to initial recognition these Insfruments
are measured as sef out below,

Loans and receivables

Loans and recelvables are non-derivative financial assels with fixed or determinable payrments that are not quoted in an active
market and ars stated at amottised costs using the effective interest rate method. Loans and receivables includes cash, deposits,
trade and gther receivables, loans to membars and capifal notes.

The Credit Unlon does riot have any flanclal assets designated and classified as fair value thraugh profit and loss, Held-to-Matusity or
Avgilable for Sale.

Financial liabilities

All financlal Habilities are Non-derivative financial Habifitias are recognised at amortised cost, comprising original debt less principat
payments and amortisation using the effective interest method,

{c) Members® Shares {Deposits)
Members' shares in fhe Cradit Union have characteristics of beth debt and equity instruments. For the purposes of financial

feporting, members’ shares are recorded debt instruments. Al payments of dividends on thess shares are recordad as Interast
paymants,

Members' deposits are brought to account at cost. Interest on deposits is brought to acoount on an acerual basis. Interest accrued at
balance date is shown as & part of Trade and other payablas.

{d} Recelvables Due from other Financial institutions

Receivables from other financial institutions are primarily settlement account balances dus from banks and New Zealand Association

of Credit Unions (NZACU). They are hrought to account at the gross value of the outstanding balance. Interest Is brought to account
int the Income statement when gamed.

(8) Revenue
Loans Inferest Revenue

Loan Interest is caleulated on the daily loan balance outstanding and is charged in arrears to the members loan account on the
repayment date. Loan interest is recogaised In the Statement of Comprehensive Income using the stfective interest rate method.

Invesiment Inferest Revenue

nvestment interest revenue is recognisad on a proportional basls taking intc account the inferest rates applicable to the financial
assels.,

Dividends

Dividend income 18 recognised on the date that the dividend is declared as this Is the date that the Income is measureable and the
Credit Union has a right to receive consideration,
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UNITED CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2011

Fees & Commissions Revenue
Fees and cornrmission are brought to account on an accrual basis once a right to receive consideration has been attained.

Loan Origination Fees Revenue

Loast otigination fees where material, are deferred and amortised as a component of the calculation of the effective interast rate In
refation to originated loans. They therefore reduce the interest recognisad in ratation to this porifolio of loans.

Where Ioan orgination fees are not material these are taken to revenus when the loan is drawn down.

Fees collected represent reimbursemaent of costs inclirred as specified by the Credit Contracts and Consumer Finance Act 2003
(CCCFA}

() impairment - Loans & Advances

Al foans are subject to continuous management review to assess whether there is any objective evidence that any loan or group of
foans is impaired. Impalment loss Is moasured as the difference between the loar's carrying amount and the value of estimated
future cash flows (excluding futtire credit losses that have not been incurred) discounted at the loan's original effective interest rate.
Discount rates applied are rates of interast contractually obliged under the original terms of the loan or advance. Impairment losses
are recognised in the Statement of Compreheansive Income.

The amount provided for impaitment of (oans Is determined by management and the board. The Prudential Standards Issued by
NZACU enable the minimum provision fo be based on specific percentages of the loan balance, conlingant upon the length of fime
the repayments are in arrears, and the securily held. This approach is adopted by the Credit Unien for unsecured loans. In addition,
tha board determines any provision for loans In arrears where the collectability of the debts is considered doubtful by estimation of
expected losses in relation to Ipan portfolios where specdific identification is impracticable.

I addition a statutory General Reserve as required by section 119 of the Friendly Society and Credit Unfons Aet 1952 is maintained
ta cover risks inherent in the loan portfolios. Movements in the General Reserve for cradit losses are recognised as an appropriation
of retained earnings.

Bad debts are wrilten off when identified.
The various components of impaired assats are as follows:

“Non-accrual [oans” are loans and advances for which there is reasonable doubt that the Cradit Union will ba able to collect alt
amounts of principal and interest In accordarice with the ferms of the agreement and provisions for impairmant are recognised,

"Restructured loans” are foans whare the originat contraclual terms have been modified to provide for concessions of interest,
principal or repayment for reasons retated to financial difficuities of the membsr.

"Assels acquired through the enforcement of security” are assets acquired in full or partial settlement of a loan or similar facitity
through the enforcement of security arrangements.

{g) Past-due Laans

"Past-due loans” are loans or similar faciities In arrears which has not been operated within its key terms by the borrower for at least
1 day and which is not an impaired loan,

th) Derivative financial instruments and hadge accounting
Dervatives including Interest Rate Swaps are not entered into by the Credit Union.

{i} Goads & Services Tax
The Credit Union is not registered for GST. Where applicable, all amounts are stated on a GST inclusive basis.

(P Income Tax

No amounts have been provided for Income Tax as the Credit Union's income from members is exempt under settion CW 44 of the
income Tax Act 2007, Income derived other than from members doss not produce & taxable profit.
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UNITED CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2011

(K} Property, plant and gquipment
Each class of property, plant and equipment [s carred at sost of falr value less, where applicable, adjusted for any accumulated
depreciation and impairment losses.

The carrylng amount of plant and equipment is reviewed annually by directors o ensure it is not in excess of the recoverable
aimount of these assets. The recoverable amount is assessed on the basis of expecled net ¢ash flows that will be received from the
assels employment and subsedquent disposal. Any decrament In the carrying amount is recognised as an impairment expense In the
Income Statement in the reporting perfod in which the impairment loss occurs. The aexpected net cash flows have been discounted
to their present values in determining recoverable amounts,

Depreciation

The depraclable amount of all property, plant and equipment including buildings and capitalised leased assets, is depreciated over
their useful lives to the Credit Union commencing from the time the asset is held ready for use. Leasehold improvements are
depréciated over the shorter of either the unexpired term of the lease or the estimated useful life of the improvements.

Plant and equipment is depraciated on & diminishing value basts. Motor vehicles are depreciated on a straight iine basis, A
summary of the rates used is:

Motor Vehicles 33%
Computer Costs 20% - 30%
L easehold improvements 20% - 30%

Office Furniture and Equipment  20% - 30%

Assels under 3250 are not capitalised.

The assets residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date, Gains and
losses on disposals are determined by comparing proceeds with the carrying amount. These ¢ains and losses are included in the
Staternent of Comprehensive Income. When revalued assets are sold, amounts included In the revaluation reserve relating to that
asset are transferrad to relained samings,
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UNITED CREDIT UNION

NOTES TO THE FINANGCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2011

() Impairment Testing of Assets (excluding PP&E and Loans & Advances)

At each reporting date, the Credit Union reviews the carrying values of its tangible and intangible assets to determina whether there
is any indication that those assets have been impaired. If such an indication exists, the recoverable amount of the asset, being the
higher of the asset's fair value less costs io sell and value In use, Is compared to the assets canying value. Any excess of the
assels carrying value over its recoverable amount is expensed to the Statement of Comprehansive Income.

{m) Leases

Leases of property, plant and equipment, other than operating leases, where substantially all the risks and henefits incidental to
ownership of the asset, but not the legal ownership, are transferred 1o the Credit Urion are classified as finance leases.

Finance leases are capitalised recording an asset and a liability equal to lower of the amounts equal o the fair value of the leased
propeity or the present value of the minimum lease payments, including any guaranteed residual values. Lease payments are
allocated between tha reduction of the lsase limbility and the lease interest expense for the period,

Leased assets arg depreciated on a straight-line basis over thelr estimated useful lives,

Lease payments for operating leases, where substantially all the risks and benefits remain with the lessor, are charged s expenses
in the periods in which they are incurred.

Lease Incentives under operating leases are recognised as a lability and are amortised on a straight-line basis over the fife of the
jease term.

{1} Employee Beriefils

Provision Is made for the Hability for employee benefils arising from services rendered by employees to balance date. Employee
benefits that are expected to be ssitled within one year have been measured at the amounts expected to be paid when the liabilily is
seliled plus relatet! on-costs. Employes benefits payable fater than one vear have been measured at the present value of the
asfimated future cash outflows to be made if material, Post employment benefits such as retirement benefits have been included
and measured at the present value of the estimated anticipated future cash outflows.

{o) Comparative figures
The comparative figures are for the 12 months ended 31 Mareh 2010 and have been audited.

(o) Statoment of Cash Flows
The Slatement of Cash Flows is prepared using the direct approach.

Definitions of Terms Used in the Statement of Cash Flows:

"Cash and cash equivalents” includes cashin hand, deposits held at cali with banks, other short term highly liquid investments with
original maturities of three months or less, and bank overdratts.

“Investing Activities" are those activities relating to the acquisition and disposal of current and non current investments and any
other non current assels.

"Financing Activities' are those activities relating to changes the size and composition of the capital siructure of the Credit Union.
“"Operating Activities" include all fransactions and other events that are not investing or financing activities.

Netting of Cash flows

Certain cash flows have been nelted In order fo provide more meaningful disclosure as many of the cash flows are recelved and
disbursed on behalf of members and reflect the activities of the members rather than those of the Credit Uniion. These include
membars' loans and borrowings.
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UNITED CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2011

(G} Accounting Judgements, Estiimates and Assumptions

The preparation of the financial staternents requires the use of management judgements, estimates and assumptions that affect
reparled amounts and the application of policies. The estimates and assaciated assumptions are based on historicat experlence
and various other factors that are believed to be reasonable. Actual results may differ from these estimates.

Management have made judgements when applying the Gredit Unions accounting policies with respect to the classification of

financial instrument recognition,

The details of the critical accounting estimates and assumptions are sef cut in note 8 for the impairment provisions for loans.

2 HEVENUE AND EXPENDITURE

Interest Revenus

interest on Loans

Interest on Investments
Interest on impaired assets
Other interest

Tofal interest Revenue

Interest Expenditure
Interest on Members’ Call Shares
Interast on Members' Term Shares

Total Interest Expenditure

Nef Inferest Revonue

Gther Income

Loan Application Feas

Cost Recoverias

Bad Debts Recoveray

Commissions

Dividend Income

Profit on Sale of Propery Plant & Equipment
Distribution of Base Capital Notes

Tofal Other Income

Gther Expendlture

Auditors Remuneration

Externat Audit:
Audit of Financial Statements
Other Services

Intermal Audit:

Loss on Disposal of Property Plant & Equipment

Directors Expenses and Tralning
Donations Made / Community Support
Bank Charges

Communication

Computer Maintenance

Other Expenses

Total Other Expenditure

War 44 Mar 10
$ $
1,368,340 1,493,242

248,106 170,224
15,528

1,847,535 1,578,604
71,339 48,186
182553 177,387
233802 226,623
1433543 1,462,471

Mar 114 Mar 10

$ $

76,268 73,415
288217 305,048
34,563 18,378
56,869 70,100
21,073 7,755
18,680

58,755 -
513,778 492,626
27,087 20.200
8,280 8,033

1,358

15,249 8,978
167,448 a7
18,810 95,028
125,044 124 607
378,042 388,320
802,736 788,728
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UNITED CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2011

Bad Debis
Bad Debts Written OF

Yofal Bad Debis

Depraciation Expenditire
Plant and Equipment
Motor Vehicles

{easehold Improvernents

Total Depreciation Expenditure

3 INTEREST PAID

Mar i far 10
$ §

139,133 248, 14t
434,133 248, 14%
30,026 20,691
33674 30,577

4,344 4,887

58,613 85,135

Interest is paid to depositing members and relates to the Credit Union's ability to pay the interest At times during the period the
Credit Union may offer depositors special accounts that have a pre-set interest rafe. Interest rates applied to members' deposits

for the period were;

Call Account Shares

Target Saver Shares

Chyistmas Club Shares

Junior Kiwi Shares

Bilt Management Shares

Term Shares
Term Deposit {3 months)
Term Deposit (6 months)
Term Deposit (9 months)
‘Term Deposit (12 months)

Page 14
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0% - 1.0%
1% - 3.0%
3%
A%
0%+ 0.5%

2% - 1T5%
2% - 4.6%
2% - 4.9%
2% - 4.0%

fAar 10
0% - 0.5%
1% - 1.5%
%
3%
0% - 3.5%

2% - 3.5%
2% - 3.5%
2% - 3.5%
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UNITED CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2011

4

RESERVES

Reserves at 31 March 2010

Total
General Members'
Reserve Retained Earmings | Other Reservas Reserves

Balance brought forward 3,308,318 732,693 - 4,041,011
Operating profit 239,602 . 230,602
Balance carried forward 3308318 972.385] ] 4200703
The Reserve % to Total

Assets 1% 5% % 22%
Reserves at 31 Mareh 2011

Total
General Members'

Reserve | Retained Earnings | Other Reserves Reserves

Balance brought forward

3,308,318 $72.485 - _ 4,280,703
Operating profit . 253,948 . 753,048
Balance carried forward 3,308,318 1,226,333 . 4,534,851
The Reserve % to Total

Assels 18% 5% 0% 23%

Relained Earnings
Reserve arising from retained profits accumulated from operatiens.

General Reserve

A General Reserve has been established in accordance with $11¢ of the Friendly Socistias and Gredit Unions Act 1982 which
requires the Credit Union to transfer 5% of gross earnings to the General Reserve untif the General Reserve is {he equivatent
of 5% of total assets, and thereafier maintained at a minimum of 5% of total assets, The reserve may not be distributed until
the Credit Union is being wound up or dissolved, but may be applied for the following purposes:

a) To offset losses made by the Cradit Union on loans to members’, and
b) To stich persons of such amounts in such special crcumstances, as the Registrar, on application, may approve,
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UNITED CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2011

§

RESERVES - Continued

Total Resarves

The Trust Deed requites that the tolal reserves, including ratained eamings, of the Cradit Union amount fo at least 10% of the

total assets of the Credit Uinion,

CASH AND CASH EQUIVALENTS AND OTHER FINANGIAL ASSETS

Cash.and Cash Equivalents
Cash & Bank

Beaposits at Bank of New Zealand - {at call)
Depuosits at NZ Asscciation of Credit Unions - (at Cally

Deposlts at Bank of New Zealand - {maturing within 1 - 3 months)
Deposits with ASB - (maturing within 1 - 3 months)
Deposits at NZ Association of Credit Unions - (maturing within 1 - 3 months}

Other Financial Assets

Deposits with BNZ - Maturing within 4 - 8 months)
Deposlts with ASH - Maturing within 4 - 8 months)

interest
Ratas

vadous

vatipus.

3.90%

3.62 - 5.00%

4.60%

Mar 41 Mar 10

$ L

450,882 344,122

400,000

1,300,000 850,000

4,750,662 1,644,422

200,000 2,860,000

5,625,000 1,725,000

8,075,802 5918122

250,600
- 260,000
250,600 200,000

The Credit Union does not hold tradeable securifies. Effective interest rates are the original contracted values. Movements in
rrarket rates will not affect the recorded value of investments. The deposits with the NZACU's central banking facility are excess
funds held by the Credit Union. The NZAGU minimises its exposure to cretit risk by maintaining a diversified portfolic with

controls over maturity, counter parly and concentration of investment risks.

TRADE AND OTHER RECEIVABLES

Accrued Interast
Divitends Declared
Prapayments
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Mar 11 Mar 10
$ $
56,88 4781
7.548
23,408 16,982
89,575 84,813
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7

LOANS TO MEMBERS'

Loans are made in accordance with the lending policy of the Credlt Unfon and are repayable on demand. A provision for
impairment has been made at the end of the reporting psriod. Bad loans are written off against income in the Income Statement
in the period in which they are deemed irrecoverable. Where an impalrment pravision has previously been made against a loan

any subsequent write off of the loan is charged against the provision.

{a) Loans t¢ members comptrises:!

Mar 41 Mar 10
Gross Loans 2,418,803 13,082,010
Allowance for impairment individually 14,781 138,166
Allowance for impairment collectively 4,550 5,573
Net 12299872 12917280
Current Portion 2,809,397 3,829,495
Mon Current Portion 850,176 9,077,785
12299572 12,817,280
Management judgement is applied when determining appropriate levels of impairmant provisioning based on periods of arrears of
principal aind interest. Changes in ranagement estimates throughout the vear has resulted In loans previously racorded as impaired
collectively being reclassified as past due but not impaired.
{b) Credit quality - Securily dissection
Mar 11 Mar 10
$ $
Secwred by mortgage over real estate 4,086,042 3,472,341
Secwred by members shares 193,408 198,083
4279,510 3,665,834

it is impractical to provide a valuation of the sscurily held against loans dus to the large number of assets to be valued to arrive at

the amount. A breakdown of the quality of the security on a portfolic basis is as follows:

Nota Mar 11 Mar 10
$ $
Security held as morigage against ceal estate is on the basis of:
- loan to valuation ratio of less than 80% 4,710,785 3,472,141
- loan to valuation ratio of more than 80% but mortgage insured 378,304
- loan to valuafion ratio of more than 80% but not mortgage Insured . .
TOTAL 4,088,842 3.472,341
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M

{1

(it

(iv)

LOANS TO MEMBERS - Continued

(¢} Cradit quallty - Concentration of foans

Loans to individuat or related groups of members which exceed 10% of

member funds in aggregate Nit it
Loans to members are concentrated to individuals with union membership 160% 160%
Loans lo members are congentrated solely in New Zealand and principally 100% 100%
within the commaon bond of the Credit Union ‘
Loans by customer type were
Loans to natural persons
Residential loans and facilities 4,066,042 3472141
Personal loans and facilities 8,332,851 9,589,378
TOTAL 12.418,805 13062010
IMPAIRMENT OF LOANS AND ADVANCES
{a} Provision for lmpalrment Mar 11 Mar 10
§ $
Balance brought forward 144,739 200,324
Addition / (reduction) iy provigion {25,417} {57,588)
Balance carried forward 119,322 144,739
{b) Provision for Impairment Calowlation
Provision collectively 4580 6,573
Provision individually 114,762 130,166
Closing Balanca 119,922 144,798

Koy assumptions in defermining the provision for impalrment

In the course of the preparation of the annual report the Credit Union has determined the likely impairment [ose on loans which
have not maintafned loan repayments In accordance wilh the loan contract, or where there Is other evidence of potential
impalrment such as induslidal restrucksring, job losses or economic clrcumstances.

In identifying the impairment likely from these events the Cradit Union is required to estimate the patential impairment using the
length of time the foan is in arrears and the historical losses arising in past years. Given the relatively smail number of impaired
loans, the circumstances may vary for each loan over time resulting in higher or lower impairment losses. Where recovery of
impairment loan or loans exceeds the origingl estimated provision, the provision for impalrment s reduced resuliing in an
increase in the Statement of Comprehensive Income. An estimate is based on the peried of impairment.

Pericd of Impairment % of Balance
0-30 days 0%
31 - 90 days 20%
41 - 180 days 40%
181 - 272 days 60%
273 - 365 days 80%
Over 365 days 400%
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IMPAIRMENT OF LOANS AND ADVANGES - Continued

{c) impaired Loans Disclosure Mar 11 Mar 10
$ $
Balance of Impaired Loans 200,279 252,841
Estimated value of Loans which are secured 20,322 170,188
Analysis of loans that are individually impaired.
Leans individually impalred are based on the age of the loans and the
evidence that the member is unable to rapay the debt in full, such as
natice of bankruptey or default notice being issued.
Balancs of individually impaired loans 17477 223,979
{d) impaired Loans, Assets Acguired and Past Due Loans
Mar 11 Mar 10
Non Accrual Loans $ $
Loans with Specific Provisions 22,802 28,082
Provigion for Impairment (4.5603 ®573)
Loans with no Provision for Impairments - .
Total Mon Accrual Loans 18,242 22,289
Restructured Loans
Totad Restructured Loans W1 ATT 223,970
Provision for impairment {114,781 {138,156}
82,716 85,813
Real Estate acquired through the enforcement of the security il ril
Ofher Assets acquired through the enforcement of the security nit nil
Past Due Loans 712,851 930,832
All past due loans that are not impaired are loans In arrears for 30 days or less.
fe} Interest and Other Revenue recognised and foregone
Interest revenue on non-accrual and restructired loans 28,035 31,383
Interast foregone on nen-acerual and restucturad loans (12,837} {13,056
13,400 15,508
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IMPAIRMENT OF LOANS AND ADVANCES - Continued

{f) Fair Vaiue of Assais Acquired

Assets acquired through the enforcement of security

Assets acqulred through the anforcement of security used by the Credit Union in its operations

9 PROPERTY, PLANT AND EQUIPMENT

(a} Classes of Properly, Plant & Equipment

Motor Vehicles
At cost or fair value at transition
Accumudated depreciation

Leasehold Improvements
At cost
Accumulated depreciation

Plant & Equipment

Al cost

Accumulated depreciation
Accumulated impairment losses

Tofal Properly, Flant & Equipment

Page 20

Mar 11 Mar 10
$ $
422,003 116,203
45,663 21,947
76,340 494,258
66,393 48,393
3z 73g 20,424
33,855 37,459
503,528 484,151
373,724 356,213
129,802 107,938
239,787 240,183
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10

PROPERTY, PLANT AND EQUIPMENT - Continued

(B} Movements in Carryving Amounts

Plant & Leasahold
Mator Vehicies Equipnrt Improviv'ts Total

2011 $ $ $ &
Balance at the Baginning of
the period 94,250 107939 37,869 240,183
Addiions 82,000 68,320 . 10,320
Disposals 126,242) 6,432) - {42,814)
Depraciation Expense {33y (30.025) (3t (68,013}
Carrying amount
at the end of the
financial periad 76,340 29602 33.655 238797
2010
Batance at the Baginning of §1.580 133,112 22,836 37,537
Additions 154,210 1,868 . 150078
Disposals {£0.966) (351) - {1317
Dapreciation Expense {30.577) 296919 {4867 {85,135}
Carrying amount at the end 94,266 107,938 37,965 240,363

{c}) impairment Losses

There was no Impairment loss in respect of proparty, plant and equipment

CAPITAL NOTES

NZACU Business Services Division Trust Base Capital Notes (Capital Noles). These represent monies invested with the
NZACU Businagss Services Division Trust for an open-ended term, The Capital Notes constitute unsecured obligations of the
MZACYU Business Serviges Division Trust and rank equally and without priarily or preference among themselves. The Capital
Notes rank after creditors in the event of the winding up of the NZACU Business Services Division Trust, Capftal Nofes may
only be sold or transferred to another Cradit Union that is a membeér of the NZACU Business Services Division Trust and with
the consent of the NZACU Business Services Division Trust Board of Diractors. There is no active market for these securilies
which have no guaranteed interest rate return.

Dividends are payable on a six monthly basis subject to the profitability of the NZACU Business Services Division Trust.
Dividend income of $21,073 (2010: nil) has been recognised based on daclared dividends ard has been included within Other
Income.

Mar 11 Mar 10
$ &
Capilal Notes at Cost 200,325 292,590
l.ess Impairment . .
260,326 233,800
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11 TRADE AND OTHER PAYABLES Mar 11 Mar 10
$ $
Accrued tnterest Payable 62,731 52,683
Resident Withholding Tax 21,873 18,837
Sundry Crediiors and Accrued Expanses 169,383 374,159
Employee Entitlemnents ] 138,740 127,389
333,927 570,568

12 MEMBERS’ DEPOSITS

Mar 11 Mar 10
Ordinary
Shares $ $
Savings Accounts 10,418,207 9,781,952
Christmas Glub 346,440 330,358
L.oan Provider Account 1,474,077 706,977
Total Ordinary Shares 14,638814 10,319,285
Term Shares:
Original Matority Terms:
(-3 months 78,983 738,580
& months 313,478 508,220
9 months 85,431 54,640
12 months 2,259.687 2,204,683
Greater than 12 months - )
Total Term Shares 3,637,550 3.904,112
Total Members' Beposits 15276373 14,723,397

See note 3 for interest rates on member deposits.
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13

COMMITMENTS

Mar 11
{(a} Future Capital Commitments $

The Credit Union has no future capital commitments or financial lease
cormnmitments (2009:nil}

{b} Operating Lease Commiiments

Non cancellable operating leases contracted for but

not capitalised In the financlal statements, payable:
Mot longer than 1 year 84,172
Longer than 1 and not longer than 5 years 54,817
Longer than 5 years

Mar 10

118,706
134,289

125,089

233,075

Wellington Premises;

The property lease is a non-cancellable lease with an original 8.yaar term, with rent payable monthly in advance. An option

exisis to renew the lease at the end of the 6-year term for an additional term of 3 years.

Auckland Premises - 2 Bleakhoose Rd Howick

This lease commenced on 30 April 2010 and has an original 4 year teim with an option to renew for a further 2 year period.

(o} Quistanding Loan Cammitments

Loans aporoved but not funded 107,754

142,028

Lindrawn overdraft, line of credit and Access credit
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15

16

17

CONTINGENT LIABILITIES
There are no contingent liabilities not provided for in the financial statements, (2010, NIL)

SEGMENTAL REPORTING

The Credit Union gperates in the New Zealand financial services industry with a concentration of members and activity in
Auckland and Wellington and their sateliite towns. The Credit Union has one operating segment being the generation of
interest incoma from investments, deposits and members loans throughout New Zealand. Management monitars the
business as one single operating segment.

EVENTS OCCURRING AFTER BALANCE DATE

There are no known evenis that have occurred subsequent to balance date which would materially affect these financial
statements, 2010:NIL)

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
‘The board had endorsed a practice of compliance and risk management to suit the risk profils of the Credit Union.

Key tisk management policies encompassed in the overall risk management framework Include:
- Market Risk and Hedging Policy management

« Cradit risk management

- Liquidity risk management

- Operations risk rmanagement

- Capital adequacy management

The Credit Union has undertaken the following strategies to minimise the risks arising from financial instruments:

Market Risk and Hedyging Policy

The Credit Union is not exposed to currency risk, and other price dlsk. The Credit Union does nat trade in the financial
instrurents | holds on its boolks.

The Credit Union is exposed to interest rate risk arising from changes in market interast rates.

The policy of the Credit Unlon te manage the risk is to maintain a balanced “on book” strategy by ensuring the net interest rate
gaps between members loans and members shares are not excessive. The meastred gap is reviewed monthly by the Audit
and Finance Committee and set in ine with market rates. The gap is measured to idenkify any large exposures fo the inferest
rate movements and to rectify the excess through targeted fixed rate interest producis avaftable through Investment assets, and
term deposits liabilities to rectify the Imbatance fo within acceptable levels. The policy of the Credit Unton is not to undertake
derivatives to match the interest rate risks. The Cradit Unions exposure to interest rate risk is set out in Note 20 which details
the contractual interest change profile.

Based on the caleculations as at 31 March 2011 the net profit impact for & 1% movement n loan interest rates would be
$124,187 (2010 $130,620).

The Credit Union performs sensilivity analysis to measure market risk exposures. The method used in determining the
sensitivity was to evaluate the profit based on the timing of the Interast repricing on the banking book of the Cradit Union for tha
next 12 months. In doing the caiculation the assumptions applisd were that:

- The interest rate change would be applied equally over to the loan products and term deposits

- The rate change would be as at the beginaing of the 12 month period and ro other rate changes would be effective during the
peariod

- 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

- All leans would be repaki im acsordance with the current average repayment rate {or contractual repayment terms)

- The value and mix of call savings to term deposits will be unchanged

- The value and mix of personal foans to mortgage loans will be unchanged

There has been no change to the Credit Union's exposure to market risk or the way the entity manages and measures market
risk in the reporting pericd.
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Credit Risk - Loans

Credit risk Is the risk that the other party to a financial instrument will falt to discharge their obligation resulting in the Gredit Unien
fncurring a financlal loss. This usually eccurs when debtors fall to settls their obligations owing te the entity. There is no industry
concentration of credit risk with respect to loans and recelvables as the Credit Union has a large number of customers dispersed
in areas of employment. The credit policy is that loans are cnly made to members that are credit worthy. The maximum credit
risk is the carrying value of trade and other receivables, deposits and member loans.

The credit union has established policies or procedures over the:

- Credit assessment and approval of loans and facilities covering acceptable risk assessment and security requirements

- Limita of exposure over the value to Individual borrowers, non mortgage secured oans, commercial lending and concentrations
to geographic and industry groups considered at high risk of default

- Reassessing and review of the credit exposures on loans and faciliies

- Establishing appropriate provisions to recognise the impairments of loans

- Debt recovery procedures

- Review of compliance with the above policies

Regular review of compliance are conducted as part of the internal audit scope.

The risk of losses from the loans undertaken s primarily redused by the nature and quality of the security taken, The board
policy is to maintain a maximum of 40% of the loans in well secured residential mortgages which carry an 80% Loan fo Valuation
ratio or loss.

The credit union also maintains a strict lending policy which is modified from time to time depending unon perceived changes in
market fisk. This policy includes but is not limited to receiving from the member, proof of Income, repayment abifity and credit
checks, Loan repayments are also monitored dafly.

The Credit Union has a concentration in the retall lending for members who are members of a union. This concentration is
considered acceptable on the basis that the Credit Union was formed to service these members, and the employment
concentration is not exclusive, Should members leave their jobs the loans continue and other erployment opportunities are
available to the members to facilitate the repayment of the loans. There is a concentration of members and activily i Auckiand
and Wellington and their satellite towns

Dally repoits monitor the loan repayments to detact delays in repayments and recovery aclion is undettaken after 5 days if not
reciified. Forloans where repayments are doubtful, external consultants are engaged to conduct recovery action once the loan
is over 30 days In arrears. The exposures lo losses arise pradominantly in the non secure parsonal loans and facdiies.

The significant accounting judgments related to the defermination of the provision for impairment of foans are sat out in Note 8.
Credit Risk - Liquid Invegtment
Credit risk is the tlsk that the othet party to a financtat instrumant will fail to discharge their obligation resulting in the Gredit Union

incurring a financlal foss. This usually occurs when deblors fail to settls their obligations owing to the Cradit Union,

Therte is a conceniration of credit risk with respect to invesiment receivables with the placarment of investments in NZACU and
the Bank of New Zealand. The cradit policy is that investments are only made to institutions that are credit worthy,

The 1isk of losses from the Hiquid investments undertaken is reduced by the nature and qualily of the independent rating of the
investes and the limits to concentration on one entity.

The board policy is to maintain, outside NZACU investments, at least 80% of the investments in financial institufions with a rating

in excess of AA. The board aiso has an obligation to invest 8 minimum amount of funds with the NZACU, an association set up
to support the member Credil Unions. This association does not have a oredit rating,
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Cradit Risk - Equity Investments
The Cradit Union does not have investments in equily investments,

Liquldity Risk

Liguidity risk is the risk that the Credit Union may encounter difficulties raising funds to meet commitments associated with
financlal instruments, e.g. borrowing repayments. | is the policy of the Board of Dirsctors that the Cradit Unlon maintains
adaquate cash reserves and committed credit facllitles 50 as to meet the member withdrawal demands when requested.

The Credit Union manages liguidity risk by:

- Continuously monitering forecast and actual daily cash flows

- Reviewing the maturity profiles of financial assets and labilities

- Maintaining adequate reserves, liquidity support facilities and reserve borrowing facilities

The Credif Union has & standby borrowing facility with the NZACU to provide support to the Credit Unlon if necassaty at short
notice.

The Credit Union's policy is to maintain at least 8% of total assets as Nquld assets capable of being converted to cash within 7
days. The ratio is checked dally. Should the liguidity ratio fall below this level, the management and board are fo address the
matter and ensure that the lquid funds are obtained from new deposits or borrowing faciities available.

The maturity profile of the financial fiabilities, based on the contractual repayment terms ara set sut in the spacific note 22

Operational Risk

Operations risks relate to those risks arising from a number of sources inoluding legal compliance, businass confinuity, data
infrastructure and outsourced services failures and smployees errors.

These risks are managed through the implementation of policies and systems to monitor the likelihcod of the events and
minimise the Impact. System of internal control are enhanced through:

- the segregation of duties between emnployee duties and functions, including approval and procassing dutles

~ documentation of the peticies and procedures, employee job descriptions and responsibilities, to reduce the incidences of erors
and inappropriate behaviour

- implementation of the whistleblowing policies to promote a compliant culture and awarenass of the duty to report exceptions by
staff

- aducation of members to review their account statements and report exceptions to the Credit Union promptly

- effective dispute resolution procedures fo respond fo members complaints

~ sffective insurance arrangements to reduce the Impact of losses

Capital Management
The Credit Union is regulated under the Friendly Societies and Credit Union Act 1882, There is a statutory requirement over the
minitmum reserves required to be maintained. In addition the Credit Union operates under a frust deed which requires the

minimum reserves fo be held by the Credit Union fo be 10% of total assets. The Gredit Union seserves as the end of the
reporting period is stated in nota 4.

To manage the Credit Unfon's capital, which can be affacted by excessive growth and by changes in lotal assets, the Credit
Union raviews the capilal adequacy ratio monthly and monitors major movements in the asset levels. Policles have been
implemented to require reporting to the board and the trustee If the capital ratio fails below 10%. Further, an annual capitat

budget projection of the capital level is maintained annually to address how strategic decisions or trends may impact on the
capital level,
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MATURITY PROFILE OF FINANGIAL ASSETS AND LIABILITIES

Monetary assets and liabilities have differing maturity profiles depanding on the contractual term, and In the case of loans the
repayrment amount and frequency. The assoclated table shows the period in which different monetary assets and liabilities held
will mature and be eligible for renegatiation or withdrawal. In the case of Ipans, the table shows the period over which the
principat outstanding will be repaid hased on the remaining perlod to the repayment date assuming contractual repayments are
maintatned, For term loans the above dissection is based upon contractual conditions of each loan being strictly complied with
and is subject to change in the event that current repayment condftions ara varied. The following tables have been prepared
based upon the gross undiscounted cashfiows Including amounts of interest and principal. The number of long term loans { 20-30
years ) included below are immaterial due to the low number.

Mar 11

Monetary Assals
Receivahie
Cash and gash
equivalents
Other financial
assels

Trade and other
receivables
Loans lo menibers
Desivatives
{Capital Noles
Total Monatary
Assefs
Racelvable

Mar-T1
Monatary
Liahifitles
Payabla

Trade and other
payables
Members
Deposits
Shart-lerm
borowlgs

Total Monetary
Liabilitles
Payabla

["Withln 1 i3 3-8 G-1Z P2
Month Mosiths Moaths | Months | 1-2years | years | Over5years No Matuerity Tatal
4,084,762 2,819,860 7.259,148
254,821 254 823
89,575 99,575
438,163 050,56 1,228,007 | 2,224,182 | 3458600 4,260,248 4,590,182 17,076,240
290,375 260,225
4,613,507 3,770,120 14639161 222482 | 2458800 4,280,848 4,586,162 290,375 ] 24,970,109
Within 1 13 3-8 §-12 25
Month Months Months | Bonths | 1-2 years | years | Over 5years No Mabuarity Total
333,827 - - . 333,927
12,245,323 856,084 BB.542 | 1,514,406 - . 16,432,858
12,579,250 854,584 818,542 | 1514408 15,788,782
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WitRIn 1 13 3-8 6-12 25
Mar-10 Month Moaths NMonths | Months | 1-2 years |yedis QOver § years No Maturity Yotal

Monelory Assals
Racelvable

Cash and cash
equivalents 3,076,087 1.969,847 5,939,914
Other financial
assels 203,102 209,402
Trade and otiser
receivables 64,843 54413
Loans {o members 478,760 914,530 1,342,209 { 2373582 | a7S8642 | 4916083 3,248,375 16,928,161
Darivatives -

Capilat Notes 253,850 233,580

Tofal Monetary
Assets

Recelvable 4,517,640 2,878,377 1515411 | 2373882 3,758,542 | 4916083 3,248,375 233,650 23,439,680

Within 1 13 3-8 6.42 | 28
Mar-10 Month Monthg ffonths | Menthe | 4-2 yvears | years | Over 5years No Maturity Total

Maonatary
Liabilities
Pavable

Trade and other
payables £70,068 - - . - - - - §70,8688
Mernbers
Deposils 11,140,398 14,472,908 780,854 | 4,147,219 . - 4,841,450
Short-termt
borrowings - . . . .

Total Monetary
Liabilities
P{‘i}'ﬁbfe 12,311 266 4,172,584 780.834 | 4,147,212 - “ - - 18412 318
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18 INTEREST RATE RISK

The Credit Union's exposure & interest rate risk, which is the risk that a financial instrument’s value will fluciuate as 3 result of changes in market interest rates and the effective weighted average inferest
rate on classes of financial assets and financial liabilities, is as Tollows:

~. .. Repricing period at 31 March 2011

Fixed interest rate maturing in:

Floating interest Weighted
vate 9 1o 2 manths 310 6 menths 810 12 months 1102 years 2tc & years Over 8 years | Non-nterest sensitive Total average efective
Mar41 | Mar10 | Mar-11 | Mari0 | Marid | Mar 10 | Mar19 Mar 10 | Mae-11 | Mar 10 | Mar-11 | Mar 10 | Mar-11 | Mar 10 Mar-t1 Mar 10| Mar-11 Mar 10 interest rafe™

5060 F00C $'000 000 $'000 3'000 $000 $000 500 | $'000 $000 $000 $000 $'000 Mar-Tt | har 10
Assets
Cash & cash equivalents 1,751 1,587 5,225 4,275 - - ~ - - 3,978 58621 £.31%] 3.87%
Cther financial assets 250 200 250 200 4.60%| 4.86%
Trade & other receivables - - - - - - “ - - . at] B5 50 65 NIA NiA
L.oans 1o members 365 1,039 932 988 1,12 1,813 2,742 2,935 3,239 3,813 28591 2474 - - 12,419 13,0621 ¥1.07%| 11.50%
Derivatives - - - - - - - - - - “ - - NFA, N/A
Capital Notes - - - ~ - - B - - - 290 234 290 234 NIA N/A
Total Monstary Assets 4,751 1,587 5,194 5,314 1,182 1,188 1,712 1,813 2,742 2,935 3,238 38137 2,8581 2474 380 299 20,024 19,423 - -
Liabilities
Deposits 12,2451 10,819 1,464 2 045 817 758] 1,514 1,100 - - - - - - - 186,040 14,723] 4.74%] 1.43%
Qther payables - - - - - - B - B - - 334 571, 334 571 N/A Nij
Berrowings - - - - - - - - - - N - - - - - - - N/A MIA
Total Monetary Liabilities 12,245] 10,218 1,464 2,045 817 7458 1,514 1,100 - - - - - - 334 574 46,374 15,294 - -

* The weighted average effective intergst rate has been calculated on the interest sensitive financial instruments in each category. N/A - Not Applicable,

{#) Capital Notes do not have any predetermined rate of interest. Interest is payable on a six menthly basis in arrears subject to the profitability of the NZACU Business Services Division Trust.
The last interest payment was §.2% (2010 7.5% per annum)
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OTHER CREDIT RISKS

(#) Maximum Credif Risk Exposure

The Credit Union’s maximum credit risk exposure, without taking into account the valus of any coflateral or other security, in the
event other parties fail to perform their obligations under financial instruments in relation to each class of recognised financial
assef, Is the carrying amount of those assets as indicated in the Balance Sheet,

{b} Goncentrations of Credit Risk

The Credit Union minimises concentrations of cradit risk In refation to loans hy undertaking fransactions with a large number of
customers. Credit risk is currently managed to reduce the Credit Union's exposure to potential failure of counterparties to meet
thelr obligations under the contract or arrangement.

{c) Large Counferpariies

The Credit Union has exposure 1o counter-parties as follows:

Number of Counter-parties

Assols Liabilitles
Greater than 100% of equity 1 -

Belween 90% and 100% of aquity - .

Beiwsen 80% and 90% of ecquily - -
Between 70% and 80% of equity - -
Between 60% and 70% of equily - -
Belween 50% and 60% of equity - -
Between 40% and 50% of equity - -
Belween 30% and 40% of equity - -
Between 20% and 30% of equity - -
Between 10% and 20% of equity - .

In relation to loans i members, whers a member has shares as securily or desmed security, tha security has not been taken into
account when calculating the percentage of expasure.

{t) Loans to Members

Loans can only be macde to Credit Union members. Loan intarest rates range from 8.5% to 15% p.a. (2010 6.95% 1o 15% p.a)
The Credit Union has a lending policy thet requires various levels and types of sequrity for loans and includes that a portion of
loans may be secured over the borrowing members shares. The Friendly Socleties and Credit Unions Act 1982 limits the risk of
any one member and provides, along with the loan agreement that any and afl shares might be used to offset an individual Toan
to the limit of their liability. Under section 110 of the Act, the maximum indebtedness and repayment terms of a member shali
not, without the prior consent of the Registrar, exceed the following limits:

Unsecured Loan 5% of the value of the assets of the Cradit Union and 10 Years
Secured Loan 10% of the value of the assets of the Credit Union and 10 Years

The Registrar of Friendly Societies and Credit Unions has approved an extension of the secured loan term fram 10 tp 30 Years,

The proportion of loans with repayments in arears in excess of three months is:

Mar 11 far 10

1.35% 1.64%
Other than loans, there are no other monetary assets in arrears.
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Loans to Members
Loans are for varying terms but the standard loan contract includes an "on demand” clause. The monthly repayments
o the loans for the past period represent an average loan of :
Mar 11 Mar 10
17.26 months 16,24 mnths

The proportion of loans owed in aggregate by the debtors who owa the six largest amounts is

Mar 11 Mar 10
12.23% 9.00%

There are no other monstary asset recaivables that exceed the Individuat value of thase six largest loans.
Refer Note 8 Impariment of loans and advances for disciosurs on past dye loans and impaired loans,

CONGENTRATION OF FUNDING

The Credit Union’s source of funding is members’ deposits and is almost exclusively from individuals residing within Auckland

and Wellington and their satelite towns. The funding from members is recorded as a ftability, Members' shares in the Balance
Sheet.

FAIR VALUE OF FINANGIAL ASSETS AND LIABILITIES

Fair value has been detormined on the basis of the present value of expacted future cash flows under the terms and conditions of
sach financial asset and financial llability. Significant assumptions used in the determining the cash flows ars that the cash flows
will he consistent with the coniracted cash flows under the respeclive confracts. The information Is only relevant to
ciicumstances al balanca date and wil vary depending on the contractual rates applied to each asset and lfability, relative to

market rates and conditions af the fime. No assets held are regularly traded by the Cradit Unien, Thera is no active market fo
assess the value of the capital notes,

Mtarch 11 March 10
Book Fair Book
Fair Value Value Variance Valus  Value Varlance
5 8 $ % $ 3

FINANCIAL ASSETS
Cash and cash equivalents 8,975,802 6,975,687 - 5819122 6,919,122
Other financial assets 250,000 250,000 « 200,000 00,000
Trade and other receivables 80,575 89,575 - 64,843 84,313 -
Loans to members 12,759,572 12,298 572 . 12847,280 12817280
Capital Notes 289,325 280,325 - 233,580 243,590
Total Financial Assets 19.905,154 19,805,154 - 10,334,805 19,334,805 R
EINANCIAL LIABILITIES
Tracié and other payables 333,027 333,927 . 570,860 570,063
Short term borrawings - - . . .
DBeposits from members 15,278,373 5,276,572 - V4,723,307 44,723,387
Tetal Financial Liabitities 15,510,460 15,810,300 - 15,284,265 15,284,285

The net falr value estimates were datermined by the following methodologies and assumptions:
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Financial Assals

Loans to Members

As detailed in the accounting policies, loans are carried at estimated realicable value after providing for impairments, The
directors believe that any differences between carrying value and fair value are oot material because the majerity of foan periods
are relatively short and can be changed to "on demand™ by the krustees. Tha number of loans for a period of over 20 years are

immaterial due to the low number. in addition, interest rate differences between lending dates and balance daia are not
significant.

Cash and Bank
The reported amount is equal to fair value.

Recelvables

The reported amount takes into account the likelihood of collscting the amounts owed. The Directors believe these amounts
reflect their fair value.

Investiments

Investments are disclosed on the basis of the value at the tima of purchase. Any variance between market value and cost price
is hot material.

Financial Liabilities

Depaosit from members

Deposits from members are accepted on the basis of a fixed value of $1 per share. Deposits hot in whole doliars are desmed to
be advance subscriptions for shares. Dividends not paid in cash, and reinvested hy members, sre desmed to be subscriptions
for shares and add to the members' share balance in the Credif Union. The Direclors believe the reported values reflect fair

Members' shares are secured by a first ranking equitable assignment by way of security over the whole of the Credit Union's
prasent and future undertaling, property, assets and revenues, including the proceeds received for the subseription shares and
unpaid capital (if any). The equitable assignment by way of security was granted In favour of Trustees Executors Limited, the:
Prudential Supervisor of the Credt Union, under Trust Deed dated 2nd February 2001, which has been registered with the
Registrar of Companles.

The Credit Union has also granted to Trustees Exscutors Limited a security interest in all #s present and after-aoquired personal
property as additional security for the members’ shares, Trustees Executors Limited has registered a financing statement under
the Personal Properly Securities Act 1999 in respect of the same. The grant of this security interest was recorded in a Deed of
Modification to Trust Deed dated 16 October 2002, which has been registered with the Registrar of Companies.

Cther Liabilities
Accounts Payable are carried at fair value,
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.

DISCLOSURE ON DIRECTORS AND OTHER KEY MANAGEMENT PERSONNEL
Related Party Transactions

Key management Persons (KMP) are those parsons having authority and responsibility for planning directing and contralling
the activities of the Gredit Union, directly or indirectly. including any director {(whether axecutive or otherwise) of the entity.
Control is the power to govern the financial and operating policies of an entity so as to obtaln benefits from Its activities.

Key Management Persons (KMP} has been taken to comprise the directors and the members of the axecutive management
responsibie for the day to day financial operation of the Crecit Union,

Paul Cheng, a director of the United Credit Uniorr is the Principal of Paul Cheng & Co wha act as sollcitors for United Credit
Union. Fees paid to Paul Cheng & Co during the year amounted to $424.25 (2010: nil).

No amount was outstanding at vear end.

Christine Hyalt is a director of Credit Consultants Limited who act as debt coltectars for Unitad Credit Unlon. Feas paid to
Credit Consultants Limited during the year amount to $36,480 (2010: 31,027). $3,415.22 was oulstanding at year and,
The aggregate compensation of key management persons during the year corprising amounts paid or payable or providecd

for was as follows:

2011 2011 2010 2010
Direcfors Other KMP Direotocs Otbsar KMP
$ 3 $ k]
{a} short-term amployee benafits 2,380 126,620 8,976 125,780
{b) post-employment benefils - super confributions 15,521 - 16,890
¢} obhier fong term benefits ~ net increases in long service

leave provision 617 . "

{d} termination benefits 53,247 48,895
{e) share based payment . . - -
{#} Interest paid - - - -

Total 2300 195,305 4,974 188,845

The Credit Union deals with Directora and Trustees on the same terms and conditions applied to all members.

24

Mar 11 Mar 10
Directors' hoklings at balance date are: $ $
Owing to Directors (Shares) 6,443 6886
Owing from Directors (Loans) 170,381 .

There are no shares from directors exceeding 12 months and all directors loans, apart from mortgages are repayable upon

demand.

The directors receive no fees o honoraria for their services.

CASH FLOW STATEMENT RECONCILIATION

Mar 11 Mar 10

Reconcifiation of Cash Flew from operating activities with operating profit $ §
Operating profit 253,943 239,697
Mon Cash ltems
Depreciation 89,013 45,635
Gain/Loss on sale of Proparty Plant and Equipment 1,358 (16,580)
Bad Debts . 134,133 248,141
Base Capital Note Distribution {56,736 -
Pravision for Loan Impairment {25417} {57,686}
Changes in Assefs and Liabilities

Movemenls in Accounts Receivable 24,764} (14,438)

Movements in Accounts Payable (236,94} 253,118

Net Cash Provided by f{Used in} Operating Activities

113,598

717,408
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CONSOLIDATED REVENUE STATEMENTS 3t MARCIY 2011

Income

Btereat « Membein Loans
Iiteres! an Bwvesfinenis

Fees and Copunissions and other

Expenses

Audifing Financial Stalements
Buad) Daibts

i Fhiorease in T

For Doubtiibl Dcbts

Bank Chavges

Compuder - Depreciation & Muintenance
Depreciation

Pringe Benetit Tax

Guenoral Bxproses

Office Expendes

Instiranee & ACC
(GasinyE o4 on Disposal of Properly Plant & Rquipraent
Monberskip Promotion
NZACU Dmes
Pesfage, Tulephonoe & Toli
Prinfing & Shstionuy
Cheaging nrd Power

Rent

Sufuries & Stafl Costy
Consultancy

Trist Deed Costs

Puicl fo Memchers - fnferesi

Transfer o Statiory Reseive

3/03/1 1 3103/10 91703409 31/03/08 31403007
3 $ § L3

1,388,340 1,508,770 1,787,940 1,672,274 1,496,060
249,196 170,224 247,542 306,651 215,573
513,776 475,945 479,298 397,250 293,045

[ 2161311 2,154,930 2,514,830 2376174 2,058,678 |
27,867 3,200 24,793 24,660 12,006
134,133 248,141 256,647 65,763 7,711
(26,417} (57,585) 95,209 ae.927) (53,934)
167,118 177,637 175,463 142,827 33,647
144 967 142,002 134,028 165,498 108,54%
51,080 47,140 §2,507 50370 52,547
15,154 14,899 13,675 18,432 16,548
77,443 47,539 80,751 76,731 65,061
3,935 4,503 7,337 6,619 2,053
21,711 20,671 21,305 12,923 24,951
{1,358) (16,580} R05 (8,705} 446
84,072 73,500 55,219 91,326 46,073
56,280 56,04 65,626 66,841 53,846
76811 96,023 108,347 77,050 57,857
65,600 62,349 68,825 83,044 P2,9%%
25807 25,249 26,940 19,217 20,033
130,674 143,572 156,917 100,618 81,184
863,432 508,916 558,785 513,979 422,396
55,599 58,977 70,820 80,052 63,560
18,716 16,576 14,102 13,537 13,847
1,673,4M 1,689,724 1,985,063 1,592,858 1,233,355
233,892 225,523 440,714 428,164 366,637
253,948 239,692 84,203 385,123 458,636

Tite Notes form part of und are fo be read in confnction with these Aceounts.
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UNITED CREDIT UNION
SUMMARY OF CONSOLIDATED BALANCE SHEETS 31 MARCH 2011

30313 3143410 3103109 313308 310307

$ I $ B §
Totul Tangible Anels 20, 144951 12,574,967 19025745 19,839,453 17,822,380
Total Assels 26,144,951 13,574,067 19,825,745 19,850,453 17,822,380
Fokat Linbilites 45,610,300 15,294,263 14984735 135,906,645 14,605,380
Total Members Ponds 4,534 651 4288703 4,041 00 3.952.80% 3213600

The Notes form part of aid are te be vead in cenjunction with these Accounts,
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UNITED CREDIT UNTON
COMPARATIVE SUMMARY OF MEMBERSHIP 31 MARCH 2011

(S0C0) 31/03/1) 31/05/10 31/483/09 3103408 30307
Loans (At Year End)
First Mortgages 3,950 334 3,772 3,794 4,113
Second Morlgages 136 158 15 EY! 33
Pergonal Unseened Lonns 6,054 7,896 9,063 16,407 7,880
Othor 1379 1,545 1,533 1677 1,766
TOTAL 12,419 1297 14,388 13,910 13,799
Contributions (At Year Bnd} 15,278 14,723 14,667 15,506 14,261
Reserves 4535 4,281 4,041 3,952 3,213
Triterest on Loans 1308 1,500 1,788 1,672 1,400
Tnterzst on Confiibutions 234 226 441 428 367
Doposit Interest Rases 0% to 8.2% %10 5% 1% to 6% 1% 0 7% YAEOT
No. of Mombers (At Year Bnd) 6,750 13353 8,637 26084 8,156

"The Notes e part of and nre to he road in conjunction with these Accounts.
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UNITED CREDIT UNION
LOANS
DISSECTION OF MEMBERS BALANCES 31 MARCH 2011

AVBRAGE PERCEMTAGE GF
SHCURITY - NUMBER:  AMOUNT AMOUNT TOTAL AMOUNT

OF LOAN : OF LOANS :
First Morigage 42 3,949, 75¢ b, 043 25.37%
Second. Martgage. 4 136,255 34,064 G.16%
Moter Vehicls 23 158,254 6,83€ 1.06%
Lo
Trstivance Secvrad & 56,931 8,356 1.06%
Sovings 23 33,341 1,406 0.20%
Personsl Loans LIS 6953675 6,031 §1.63%
Call Ak Soaured 1 56,694 5,154 0.40%
“Fenm Deposit Secured 17 104,432 6,143 £.06%
Revolving Credit 62 367,790 5,552 31.3%%
Guameitor Loans 93 417,3%4 4,488 4.79%
Caveat Secured [ 175,535 32,205 0.98

L4492 12418988 100.20%

The Nates forsu part of and are to be vead tn conjunctien with these Aeesunts.
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Grant Thornton

Independent Auditot’s Report

Pudit

Grant Thornton New Zoatand Audit
Partnership

Li3, A¥A Cenlie

20 The Yerrace

PO Box 10712

Wallinglon G143

T 484 (O} 474 8505
F +64 {034 474 8508
www geantthoralon.conz

To the Members of United Credit Union

Report on the Financial Statements

We have audited the financial seatements of United Credit Union (the “Credit Union™ on
pages 4 to 37 which comprise the statement of financial position as at 31 March 2011, the
statement of comprehensive income and statement of changes in equity and statement of
cash flows for the year then ended, and a sunynary of significant accounting policies and
other explanatory information,

Board’s Responsibility for the Financial Statements

The Credit Union’s Board are responsible for the preparation of financial statements in
accordance with generally accepted accounting practice in New Zealand that give a true and
fair view of the matters to which they relate, and for such inteenal control as the Boatd
determine is necessary to enable the preparation of financial statements that are free from
material misstatements, whether due o frand or ereor.

Auditors’ Responsibilities

Our responsibility is to express an opinion on these fnancial staterments based on our audit.
We conducted our audit in accordance with Tnternational Standasds on Auditing (New
Zealand). Those standards require that we comply with ethical requivements and plan and
perform the audit to obtain reasonable assurance about whether the financial statements are
free from material misstatement.

An audit involves performing procedures 1 obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgement, inchading the assessment of the risks of matetial misstatement of the financial
statements, whether due to fraud ot error. In making those sisk assessments, the auditor
considers inteenal conteol relevant to the entity’s prepatation of financial siatements that
give 2 true and fair view of the matters 1o which they relate in order to design audiit
procedures that are appropriate in the circumstances, but not for the putpose of expressing
an opinion the elfectiveness of the entity’s internal control.

38

Chagtered Actountants
Hlermbat $1GIaNE Thointos Tveraaingd Lid



Grant Thornton

An audit also includes cvaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates, as well as evaluating the presentation of the
financial statements,

We believe that the audit evidence we have obrained is sufficient and approptiate to provide
a basis for our audit opinion.

Other than as auditors and the provision of assurance related services to the Credit Union

the firm has no other mterest in United Credit Union.

Opinion

o our opinion, the financial statements on pages 4 to 37:

® Comply with generally accepted accounting practice in New Zealand;

# pive a teue and fait view of the financial position of United Credit Union as at 31 March
2011 and the financial performance and telr cash flows for the year ended on that date.

Report en Other Legal and Regulatory Rogquirements

In accosdance with the Financial Reporting Act 1993:

e We have obtained all the information and exphnations that we have requited.

@ In our opinion proper accounting records have been kept by the Credit Union as far as
appeats from our examination of those records,

Grant Thornton New Zealand Audit Partnership
Wellington, New Zealand
24 May 2011
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