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Performance Review Comparisons 
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1998 $16,070,154 growth  
1999 $18,549,243 growth 15.43% 
2000 $22,601,199 growth 21.84% 
2001 $24,888,727 growth 10.12% 
2002 $27,859,979 growth 11.94% 
2003 $34,935,818 growth 25.40% 
2004 $36,876,427 growth 5.55% 
2005 $37,528,613 growth 1.77% 
2006 $38,933,228 growth 3.74% 
2007 $42,192,626 growth 8.37% 
2008 $42,473,733 growth 0.67% 

 

1998 $11,648,134 growth  
1999 $14,703,004 growth 26.23% 
2000 $17,002,648 growth 15.64% 
2001 $17,979,545 growth 5.75% 
2002 $20,449,136 growth 13.74% 
2003 $27,932,770 growth 36.60% 
2004 $27,677,059 Loss -0.92% 
2005 $29,582,638 growth 6.89% 
2006 $31,057,274 Growth 4.98% 
2007 $33,353,982 growth 7.40% 
2008 $34,007,875 growth 1.96% 

 

1998 $14,100,437 growth  
1999 $16,408,281 growth 16.37% 
2000 $20,253,295 growth 23.43% 
2001 $22,266,429 growth 9.94% 
2002 $25,163,760 growth 13.01% 
2003 $31,891,188 growth 26.73% 
2004 $33,660,621 growth 5.55% 
2005 $33,673,843 growth 0.04% 
2006 $34,707,414 growth 3.07% 
2007 $37,545,860 growth 8.18% 
2008 $37,422,812 loss -0.33% 

 

1998 $1,705,963 growth  
1999 $1,829,582 growth 7.25% 
2000 $1,981,257 growth 8.29% 
2001 $2,158,186 growth 8.93% 
2002 $2,367,811 growth 9.71% 
2003 $2,611,222 growth 10.28% 
2004 $2,962,578 growth 13.46% 
2005 $3,252,304 growth 9.78% 
2006 $3,620,370 growth 11.32% 
2007 $3,842,618 growth 6.14% 
2008 $4,158,501 growth 8.22% 

 



 

1 

Annual Financial Report 
ABN 69 087 651 812 

 
Central Murray Credit Union Limited 

 
         

An 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

Contents 
 
Chairman�s Report 3  
 
Director�s Report 5 
 
Lead Auditor�s 
Independence Declaration 8 
 
Income Statement 9 
 
Statement of Changes 
In Members� Equity 10 
 
Balance Sheet  11 
 
Statement of Cash Flows 12 
 
Notes To The  
Financial Statements 13 
 
Director�s Declaration  56 
 
Independent Audit Report 57 
 
 

Directors 
John Gorman LL.B,B.Juris Reginald Coulthard 
Ronald Niklaus Julie Guest B.Bus ACA 
Patricia Loughnan Michael O�Dwyer 
Linda Douglas Michael Forster-Knight 

Company Secretary 
John Edward Pattison 

Management 
Chief Executive Officer: John Pattison 
Compliance Manager: Julie Barnes 
Operations Manager Mark Gash 
Loans Manager: Karlene Seymour 
Branch Manager (Cobram): Rosalind Anthony 

Staff 
Assistant Accountant: Geoff Stephens 
Loans Officer: Lisa Clarke 
Loans Officer (Cobram): Nicole Maddox 
Marketing Co-Coordinator Kim Crossley 

Member Services Staff 
Member Services Supervisor  
Yarrawonga: Amanda Seccull 
Member Services Officers: Kelly Bignall 
 Stacey Barnett 
 Heidi Kay 
 Jaimee Shalders 
 Allison Lewis 

Registered Office 
58 Belmore Street 
Yarrawonga Vic 3730 Australia 
Ph: (03) 5744 3713 
Fax: (03) 5744 1926 
Website: www.cmcu.com.au 
Email: info@cmcu.com.au 

 Solicitors 
Hargraves Solicitors 16 Orr Street Yarrawonga Vic 3730 
Mahonys 400 Collins Street. Melbourne, Vic, 3000 
Tress Cocks Maddox Level 20, 135 King Street, Sydney, 
NSW, 2000 

 Bankers 
Credit Union Services Corporation (Australia) Limited 

 Auditors 
WHK Albury 491 Smollett Street Albury NSW 2640 



 

2 

Annual Financial Report 
ABN 69 087 651 812 

 
Notice For The Thirty Sixth Annual General Meeting 

 
Notice is hereby given that the Thirty Sixth Annual General Meeting of the Central Murray Credit 
Union Limited will be held at 58 Belmore Street Yarrawonga, on Wednesday 12th November 2008 
commencing at 6:00pm. 
 
By Order of the Board 
 
John Pattison 
Secretary 
 

AGENDA 
1. Apologies 

2. Minutes - To confirm the minutes of the Thirty Fifth Annual General Meeting held on 
Wednesday 14th November 2007. 

3. Business Arising � To consider any business arising from the above Minutes. 

4. Reports - To receive and consider and adopt the following: Directors Report, Financial 
Statements and Auditors report: all for the year ended 30th June 2008. 

5. Directors Remuneration - To consider the honorarium for Directors on the Board of Directors 
of the Central Murray Credit Union Limited for the current year. 

6. Election of Directors - To elect three (3) directors.  The following directors retire in accordance 
with the constitution of the Central Murray Credit Union Limited, John Gorman, Ronald Niklaus 
and Michael O�Dwyer. 

7. Any business for which due notice has been given. 
 

Proxy Voting 

Should a member be unable to attend the Annual General Meeting, the member may vote by proxy. 
 
Proxy forms, together with instruction for completion and return are available on application to Julie 
Barnes on (03) 5744 3713 or jbarnes@cmcu.com.au. 
 
Please note that proxy forms must be received by the Secretary no later than 5:00pm on 12th 
November 2008. 
 
For members attending the meeting in person it will be necessary to register your name for voting 
purposes prior to the commencement of the meeting.  Registration will commence at 5:30pm 
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Chairman�s Report 
 
Financials 

On behalf of my fellow directors, management and staff, I present the 2008 
annual report with confidence in relation to the performance of the Central 
Murray Credit Union Limited during the past financial year. 

I am pleased to announce a pre-tax profit $405,128 and a net profit after tax of 
$315,883 for the 2007/2008 financial year (2006/2007 pre $357,976 and net 
$222,248). Our profitability continues to enhance our reserves which now total 
$4,158,501.  

The Credit Union�s combined Asset base now stands at $50,609,168 with member deposits totalling 
$37,422,812 and a loans portfolio at $42,130,661 signifying the Credit Union as an integral financial 
services provider within our communities.  

The Central Murray Credit Union continues to remain well above the Australian Prudential Authority 
(APRA) Standards for Authorised Deposit-Taking Institutions (ADI) which includes Banks, Building 
Societies and Credit Unions. The Credit Unions Liquidity stands at 16.22 per cent as against the 
industry requirement of 9 per cent whilst Capital Adequacy is at 17.63 per cent as against the industry 
requirement of 8 per cent. 

Service to Members 

The above financial results clearly establish that the services offered to the Credit Unions members 
are eagerly sought after. No other financial institution operating within our communities has a direct 
focus on local conditions, the products on offer to our members are equal to any other financial 
institution within our operational field, however, our customer service levels maintain the highest 
standards and are unequalled by our immediate competitors. 

As the true and only community banking institution within our area of operations (owned and 
operated by you the members) it is important that support provided by the members is channelled 
back into our communities by way of sponsorship and donations to local activities. Throughout the 
year the Credit Union has supported local activities to the amount of $44,282 with the major 
beneficiary being the Yarrawonga/Mulwala Respite House of $15,000, others include all local 
schools within the Yarrawonga/Mulwala and Cobram/Barooga district and numerous local sporting 
clubs. 

Board Governance  

The Board of Directors remain focused and diligent in maintaining Prudential Compliance in 
Accordance with the regulatory governing bodies APRA (Australian Prudential Regulatory 
Authority) and ASIC (Australian Securities Investment Commission). It is fair to say that director 
responsibility has continually increased over the years and will continue to do so in forthcoming 
years. The introduction of the Fit and Proper (APS510) Prudential Standard that became law in 
October 2006 is a clear message from the regulators what is expected from senior people associated 
with ADI�S (Authorised Deposit Taking Institutions).  

The implementation of this standard has placed greater challenges upon each director in order to fulfil 
their role as a director of the Credit Union.    
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Chairman�s Report 

Information Technology 

IT is a continual evolving medium with, each year we are guaranteeing significant changes. Since our 
initial migration to the new banking platform in April 2007 we have already upgraded to a new 
version of this software in June 2008. This upgrade has delivered additional functionality to the 
services we provide our members as well as important software for the implementation of additional 
regulatory requirements. 

The Credit Union is constantly looking at potential areas, via technology, to assist members. Access 
and convenience is paramount with an ever increasing number of members utilizing the internet to 
conduct their financial transactions, although member traffic remains high within our branch network. 
In recognition of this increase in demand for Internet banking I am pleased to advise that the board of 
directors has signed off for the Credit Union to purchase Security Tokens for our many internet users. 
These Tokens will enhance security and lessen the likelihood of Internet fraud, it is anticipated that 
the Tokens will be issued to members around October/November 2008. 

Our People 

Staff 

In order to service our member�s needs we require exceptional staff. It is clearly evident that we are 
fortunate to have dedicated staff to service our membership. I wish to thank them all for their 
outstanding contribution throughout the year. We all know how important it is to maintain good 
experienced staff where possible.  

Internal Audit Committee 

The Credit Union has maintained an in-house internal audit function since inception. The current 
team of Trevor Lewin, Tony Farey, Jim Holland and Colin Watson, continue to work in an excellent 
manner to ensure the Credit Union meets the requirements of all financial legislation in conjunction 
with our External Auditors WHK Pty Ltd and ARPA (Australian Prudential Regulatory Authority). 
On behalf of my fellow directors I take this opportunity to thank them for their valuable contribution 
throughout the year.  

Board of Directors 

To my fellow directors I would like to acknowledge my appreciation for their assistance and 
dedication during the past year in overseeing the Credit Union�s operations on behalf of all members. 

Thank You  

Finally, to each Central Murray Credit Union member, I thank you for your continued support. 
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Directors� Report 

 
The Directors present their report together with the financial report of Central Murray Credit Union 
Limited (the �Credit Union�) for the year ended 30 June 2008 and the auditors' report thereon. 
 
Directors 
The names and details of the Directors of the Credit Union in office during the financial year and 
until the date of this report are: 
 
J Gorman 
Chairman 
Occupation: Solicitor 
Director since 1984 

M O�Dwyer 
Vice Chairman 
Occupation: Marketing Manager 
Director since 2002 

  
R Coulthard 
Occupation: Retired 
Director since 1974 

J Guest 
Occupation: Accountant 
Director since 1997 

  
R Niklaus 
Occupation: Technical Engineer 
Director since 1996 

L Douglas 
Occupation: Secretary 
Director since 2003 

  
P Loughnan 
Occupation: Newspaper Proprietor 
Director since 1998 

M Forster-Knight 
Occupation: Business Manager 
Director since 2004 

 
All Directors were in office from the beginning of the financial year until the date of this report, 
unless otherwise indicated. All Directors are considered independent, non-executive directors. 
  
Directors� meetings 
 
The number of Directors� meetings (including meetings of committees of Directors) held during the 
year and the number of meetings attended by each Director were as follows: 

 
Board of Directors Audit & Risk 

Management 
Committee 

Loans Committee 

Number of meetings held 13 10 16 
Number of meetings attended: 
J Gorman 10 9 - 
M O�Dwyer 10 - - 
R Coulthard 11 10 16 
R Niklaus 11 7 - 
J Guest 13 - - 
P Loughnan 11 - - 
L Douglas 7 - - 
M Forster-Knight 11 10 - 

The Loans Committee is chaired by a Director but includes other staff. 
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Directors� Report (continued) 
 
Company Secretary 
 
Mr John Pattison, the Credit Union�s Chief Executive Officer, was appointed to the position of 
Company Secretary in February 1996 and continues to act in this capacity as at and since the end of 
the financial year.  
 
Principal activities 
 
The principal activity of the Credit Union is to raise funds from the Credit Union�s members for the 
purpose of making loans to members. No significant change in the nature of the activity has occurred 
during the year. 
 
Trading results 
 
The operating profit for the financial year before income tax was $405,128 (2007: $357,976). Income 
tax expense was $89,245 (2007: $135,728). 
 
Operating and financial review 
 
Net loans for the year have increased by $657,237 to $33,995,226. 
Member deposits decreased during the year by $123,048 to $37,422,812. 
Members� equity during the year has increased by $315,883 to $4,158,501. 
 
Dividends 
 
The Credit Union does not have a permanent share capital and has therefore not paid or declared any 
dividends for the financial year. 
 
State of affairs 
 
In the opinion of the Directors there were no significant changes in the state of affairs of the Credit 
Union during the financial year under review. 
 
Events subsequent to balance date 
 
There has not arisen in the interval between the end of the financial year and the date of this report 
any item, transaction or event of a material and unusual nature likely, in the opinion of the Directors, 
to affect significantly the operations of the Credit Union, the results of those operations, or the state of 
affairs of the Credit Union in subsequent financial years. 
 
Likely developments 
 
No material likely developments are foreseen at this time that may affect the Credit Union�s 
operations. 
 
Further information about likely developments in the operations of the Credit Union and the expected 
results of those operations in future financial years has not been included in this report because 
disclosure of the information would be likely to result in unreasonable prejudice to the Credit Union. 
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Directors� Report (continued) 
 

Environmental regulation 
 
The Credit Union�s operations are not subject to any significant environmental regulations under 
either Commonwealth or State legislation. However, the Board believes that the Credit Union has 
adequate systems in place for the management of its environmental requirements and is not aware of 
any breach of those environmental requirements as they apply to the Credit Union. 
 
Indemnification and insurance of Directors and Officers 
 
During the year, a premium was paid in respect of a contract insuring Directors and Officers of the 
Credit Union against liability. 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. 
 
Lead auditor�s independence declaration 
 
The Lead auditor�s independence declaration is set out on page 8 and forms part of the Directors� 
report for the financial year ended 30 June 2008. 
 
Signed in accordance with a resolution of the Directors. 
 
 
 
 
 
 

M Forster-Knight  
Director 

 M O�Dwyer 
Vice-Chairman 

 
   
Dated at Yarrawonga this 29th day of September 2008.     
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Lead Auditor�s Independence Declaration under Section 307C of 
the Corporations Act 2001 

To: the directors of Central Murray Credit Union Limited 

I declare that, to the best of my knowledge and belief, in relation to the audit for the financial year 
ended 30 June 2008 there have been: 

(1) no contraventions of the auditor independence requirements as set out in the Corporations Act 
2001 in relation to the audit; and 

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

 
 

 
WHK Audit & Risk Assessment 

 

Timothy S Frazer 
Partner 

Albury 

30th September 2008 
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Income Statement 
For The Year Ended 30 June 2008 

 
 Note  2008 

$ 
 2007 

$ 
      
Interest revenue 2  3,273,892  2,915,933 
Interest expense 2  (1,462,735)  (1,240,627) 
      
      
Net interest income   1,811,157  1,675,306 
Non-interest revenue 3  503,183  508,145 
Other income 4  -  5,347 
      
      
Total income   2,314,340  2,188,798 
      
      
Impairment charge 11  2,483  388 
Other operating expenses 5  (1,911,695)  (1,831,210) 
      
      
Profit from operations before income tax   405,128  357,976 
      
Income tax expense 6  (89,245)  (135,728) 
      
      
Profit after tax   315,883  222,248 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 

The Income Statement is to be read in conjunction 
with the accompanying notes set out on pages 13  to 55. 
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Statement Of Changes In Members� Equity 
For The Year Ended 30 June 2008 

 

 

 
Retained 
profits 

$ 

Member 
share 

redemption 
reserve 

$ 

Lending risk 
reserve 

$ 

Asset 
revaluation 

reserve 
$ 

 
General 
reserve 

$ 
Total 

$ 

Opening balance at 1 July 2006 2,644,471 7,680 178,799 239,420 550,000 3,620,370 

Total non-profit items recognised 
directly in equity - - - - - - 

Net profit for the period 222,248 - - - - 222,248 

Total recognised income and 
expense for the period 222,248 - - - - 222,248 

Transfer to member share 
redemption reserve (2,950) 2,950 - - - - 

Transfer to lending risk reserve - - - - - - 

Balance as at 30 June 2007 2,863,769 10,630 178,799 239,420 550,000 3,842,618 

Total non-profit items recognised 
directly in equity - - - - - - 

Net profit for the period 315,883 - - - - 315,883 

Total recognised income and 
expense for the period 315,883 - - - - 315,883 

Transfer to member share 
redemption reserve (3,310) 3,310 - - - - 

Transfer to lending risk reserve - - - - - - 

Balance as at 30 June 2008 3,176,342 13,940 178,799 239,420 550,000 4,158,501 
 
 
 
 
 
 
 
 
 
 
 

 
 

The Statement of Changes in Members� Equity is to be read in conjunction with 
the accompanying notes set out on pages 13 to 55. 
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Balance Sheet 
As At 30 June 2008 

 
 Note  2008 

$ 
 2007 

$ 
      
ASSETS      
Cash and cash equivalents  8  7,008,690  7,370,433 
Other receivables  9  192,974  173,654 
Loans and advances  10  33,995,226  33,337,989 
Other financial assets  12  136,276  135,276 
Property, plant and equipment 13  986,658  1,017,866 
Intangible assets 14  64,761  91,478 
Deferred tax assets 7  65,631  48,890 
Other assets 15  23,517  17,040 
       
TOTAL ASSETS    42,473,733  42,192,626 
      
LIABILITIES      
Member deposits 16  37,422,812  37,545,860 
Trade and other payables  17  635,233  545,408 
Employee benefits  18  130,748  122,764 
Provisions   14,159  14,159 
Income taxes payable 7  38,306  17,266 
Deferred tax liabilities  7  73,974  104,551 
        
TOTAL LIABILITIES    38,315,232  38,350,008 
        
NET ASSETS    4,158,501  3,842,618 
        
EQUITY      
Reserves    982,159  978,849 
Retained profits    3,176,342  2,863,769 
       
TOTAL EQUITY    4,158,501  3,842,618 

 
 

 
 
 
 
 

 
 
 
 

The Balance Sheet is to be read in conjunction with the 
accompanying notes set out on pages 13 to 55. 
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Statement Of Cash Flows 
For The Year Ended 30 June 2008 

 
 Note  2008 

$ 
 2007 

$ 
      
Cash flows from operating activities      
      
Interest received   3,263,282  2,911,133 
Interest paid   (1,404,311)  (1,175,164) 
Dividends received   16,139  15,690 
Other non interest income received   478,334  381,065 
Income tax paid   (68,205)  (147,612) 
Payments to employees and suppliers   (1,841,577)  (1,606,264) 
   443,662  378,848 
Net (increase)/decrease in loans and advances   (654,754)  (2,312,716) 
Net increase/(decrease) in deposits   (123,048)  2,841,446 
      
      
Net cash from operating activities 19  (334,140)  907,578 
      
Cash flows from investing activities      
      
Purchase/(sale of) investment securities   (1,000)  (9,750) 
Acquisition of property, plant and equipment   (24,164)  (112,418) 
Proceeds from sale of property, plant and equipment   -  22,102 
Acquisition of intangible assets   (2,439)  (81,475) 
      
      
Net cash from investing activities   (27,603)  (181,541) 
      
Net (decrease) in cash and cash equivalents   (361,743)  726,037 
      
Cash and cash equivalents at 1 July   7,370,433  6,644,396 
      
Cash and cash equivalents at 30 June 8  7,008,690  7,370,433 
 
 
 
 

 
 
 
 
 
 
 

The Statement of Cash Flows is to be read in conjunction with the 
accompanying notes set out on pages 13 to 55. 
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Notes To The Financial Statements 
For The Year Ended 30 June 2008 

 
1 SIGNIFICANT ACCOUNTING POLICIES 
 

Central Murray Credit Union Limited (the �Credit Union�) is a company domiciled in 
Australia. 

 
The financial report was authorised for issuance by the Directors on 29th September 2008.          

 
(a) Statement of compliance 

The financial report is a general purpose financial report which has been prepared in 
accordance with Australian Accounting Standards, Urgent Issues Group Interpretations adopted 
by the Australian Accounting Standards Board (�AASB�) and the Corporations Act 2001.  

 
International Financial Reporting Standards (�IFRS�) form the basis of Australian Accounting 
Standards adopted by the AASB, being Australian equivalents to IFRS (�AIFRS�). The 
financial report of the Credit Union complies with IFRSs and interpretations adopted by the 
International Accounting Standards Board to the extent outlined below. 

 
(b) Basis of accounting 

The financial report is presented in Australian dollars. 
 
The financial report has been prepared on the basis of historical costs except that the following 
assets and liabilities (if applicable) are stated at their fair value: derivative financial 
instruments, financial instruments classified as available-for-sale and land and buildings.  
 
Determination of fair values 
A number of the Credit Union�s accounting policies and disclosures require the determination 
of fair value, for both financial and non-financial assets and liabilities. Fair values have been 
determined for measurement and/or disclosure purposes based on the following methods. 
Where applicable, further information about the assumptions made in determining fair values is 
disclosed in the notes specific to that asset or liability. 
 
Property, plant and equipment 
The fair value of land and buildings is based on market values. The market value of property is 
the estimated amount for which a property could be exchanged on the date of valuation 
between a willing buyer and a willing seller in an arm�s length transaction after proper 
marketing wherein the parties had each acted knowledgeably, prudently and without 
compulsion. 
 
An external, independent valuation company, having appropriate recognised professional 
qualifications and recent experience in the location and category of property being valued, 
values the Credit Union�s land and buildings. 
 
The preparation of a financial report in conformity with Australian Accounting Standards 
requires management to make judgements, estimates and assumptions that affect the 
application of policies and reported amounts of assets and liabilities, income and expenses.  
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Notes To The Financial Statements 
For The Year Ended 30 June 2008 

 
1. SIGNIFICANT ACCOUNTING POLICIES (continued) 

 
(b) Basis of accounting (continued) 

The estimates and associated assumptions are based on historical experiences and various 
other factors that are believed to be reasonable under the circumstances, the results of which 
form the basis of making the judgements about carrying values of assets and liabilities that 
are not readily apparent from other sources. Actual results may differ from these estimates.  
 
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 
accounting estimates are recognised in the period in which the estimate is revised if the 
revision affects only that period, or in the period of the revision and future periods if the 
revision affects both current and future periods. 
 
Judgements made by management in the application of Australian Accounting Standards that 
have significant effect on the financial report and estimates with a significant risk of material 
adjustment in the next year are discussed in Note 1 (o). 
 
The accounting policies set out below have been applied consistently to all periods presented 
in the financial report. 
 

(c) Cash and cash equivalents 

Cash and cash equivalents comprise cash balances and call deposits with a maturity of 12 
months or less from balance date that can be readily converted into cash within two business 
days. 

 
(d) Loans and advances 

Loans and advances are stated at their amortised cost less impairment losses (see Note 1(f)). 
 
All loans and advances are reviewed and graded according to the anticipated level of credit 
risk. The classification adopted is described below: 
 
Non-accrual loans - are loans and advances where the recovery of all interest and principal is 
considered to be reasonably doubtful, and hence provisions for impairment are recognised. 

Restructured loans - arise when the borrower is granted a concession due to continuing 
difficulties in meeting the original terms, and the revised terms are not comparable to new 
facilities. Loans with revised terms are included in non-accrual loans when impairment 
provisions are required. 

Assets acquired through the enforcement of security - are assets acquired in full or partial 
settlement of a loan or similar facility through the enforcement of security arrangements. 

Past-due loans - are loans where payments of principal and/or interest are at least 90 days in 
arrears. Full recovery of both principal and interest is expected. If a provision for impairment 
is required, the loan is included in non-accrual loans. 
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Notes To The Financial Statements 
For The Year Ended 30 June 2008 (continued) 

 
1. SIGNIFICANT ACCOUNTING POLICIES (continued) 

 
(e) Full time equivalent employees 

 The Credit Union employed 15.0 (2007: � 14.8) full time equivalent staff at the end of the 
financial year. 

 
(f) Impairment 

The carrying amounts of the Credit Union�s assets, other than deferred tax assets are 
reviewed at each balance sheet date to determine whether there is any indication of 
impairment. If any such indication exists, the asset�s recoverable amount is estimated. 
 
An impairment loss is recognised whenever the carrying amount of an asset or its cash 
generating unit exceeds its recoverable amount. Impairment losses are recognised in the 
income statement unless the asset has previously been revalued, in which case the impairment 
loss is recognised as a reversal to the extent of that previous revaluation with any excess 
recognised through the income statement. 
 
Impairment losses recognised in respect of cash generating units are allocated first to reduce 
the carrying amount of any goodwill allocated to the cash generating unit (group of units) and 
then, to reduce the carrying amount of the other assets in the unit (group of units) on a pro 
rata basis. 

 
When a decline in the fair value of an available for sale financial asset has been recognised 
directly in equity and there is objective evidence that the asset is impaired, the cumulative 
loss that had been recognised directly in equity is recognised in profit or loss even though the 
financial assets has not been derecognised. The amount of the cumulative loss that is 
recognised in profit or loss is the difference between the acquisition cost and the current fair 
value, less any impairment loss on that financial asset previously recognised in profit or loss. 
 
Calculation of recoverable amount 
The recoverable amount of the Credit Union�s investments in held to maturity securities and 
receivables carried at amortised cost is calculated as the present value of estimated future 
cash flows, discounted at the original effective interest rate (i.e. the effective interest rate 
computed at initial recognition of these financial assets). Receivables with a short duration 
are not discounted. 
 
The recoverable amount of other assets is the greater of their net selling price 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 largely 
independent cash inflows, the recoverable amount is determined for the cash generating unit 
to which the asset belongs. 
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1. SIGNIFICANT ACCOUNTING POLICIES (continued) 

 
(f) Impairment (continued) 

Reversals of impairment 
An impairment loss in respect of a held to maturity security or receivable carried at amortised 
cost is reversed if the subsequent increase in recoverable amount can be related objectively to 
an event occurring after the impairment loss was recognised. 
 
If the fair value of a debt instrument classified as available for sale increase and the increase 
can be objectively related to an event occurring after the impairment loss was recognised in 
profit or loss, the impairment loss shall be reversed, with the amount of the reversal 
recognised in the income statement. 
 
An impairment loss is reversed only to the extent that the asset�s carrying amount does not 
exceed the carrying amount that would have been determined, net of depreciation or 
amortisation, if no impairment loss had been recognised. 
 

(g) Property, plant and equipment & intangible assets 

(i) Owned assets 
Items of plant and equipment are stated at cost or deemed cost less accumulated 
depreciation (see below) and impairment losses (see Note 1(f)). The cost of self-
constructed assets includes the cost of materials, direct labour, the initial estimate, 
where relevant, of the costs of dismantling and removing the items and restoring the site 
on which they are located, and an appropriate proportion of production overheads. 
 
Land and Buildings have been revalued to fair value at the date of the revaluation as 
outlined in Note 13. 
 
Property that is being constructed or developed for future use as investment property is 
classified as property, plant and equipment and stated at cost until construction or 
development is complete, at which time it is reclassified as investment property. 
 
When the construction or development of a self-constructed investment property is 
completed and will be carried at fair value, any difference between the fair value of the 
property at the date and its previous carrying amount is recognised in profit and loss. 
 
Where parts of an item of property, plant and equipment have different useful lives, 
they are accounted for as separate items of property, plant and equipment. 
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1. SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
(g) Property, plant and equipment &  intangible assets (continued) 

(ii) Leased assets 
Leases in terms of which the Credit Union assumes substantially all the risks and 
rewards of ownership are classified as finance leases. The owner-occupied property 
acquired by way of finance lease is stated at an amount equal to the lower of its fair 
value and the present value of the minimum lease payments at inception of the lease, 
less accumulated depreciation (see below) and impairment losses (see Note 1(f)). The 
property held under finance leases and leased out under operating lease is classified as 
investment property and stated at the fair value model. Lease payments are accounted 
for as described in Note 1(j). Property held under operating leases that would otherwise 
meet the definition of investment property may be classified as investment property on 
a property-by-property basis. 

(iii) Subsequent assets 
The Credit Union recognises in the carrying amount of an item of property, plant and 
equipment the cost of replacing part of such an item when that cost is incurred if it is 
probable that the future economic benefits embodied within the item will flow to the 
Credit Union and the cost of the item can be measured reliably. All other costs are 
recognised in the income statement as an expense as incurred. 

(iv) Depreciation 
Depreciation is charged to the income statement on a straight-line basis over the 
estimated useful lives of each part of an item of property, plant and equipment. Land is 
not depreciated. The estimated useful lives in the current and comparative periods are as 
follows: 
·  Buildings   40 years  
·  Plant & equipment        3 to 5 years    
·  Leasehold improvements   3 years     

The residual value, if not insignificant, is reassessed annually. 

(v) Intangible assets 
Items of computer software which are not integral to the computer hardware owned by 
the Credit Union are classified as intangible assets.   

 
Computer software is amortised over the expected useful life of the software.  The 
estimated useful lives in the current and comparative periods are as follows: 
·  Computer software     3 years   


