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Chair and CEO’s
Report

Horizonis pleased to presentits annual reportforthe
2022/2023 financial year.

This yearhas beena testamentto Horizon’s
commitmentto our members and the community. As
we navigate the ever-evolvingfinancial landscape, our
dedication to servingour members and enhancingour

community presence remains unwavering. Markcchr;‘:/ther Jon Sctgcr;fleld

Horizon Bank firmly believes that our success is intricately linked to the prosperity and well-being of the communities we serve. In
the pastyear, we have continued to strengthen our community engagement initiatives, and our commitment to providing our
members with a comprehensive range of high quality banking services is as strong as ever.

We are pleased to announce yet anotheryearofstrongfinancial results,complemented by a continuing focus on our communities,
an expansion of Horizon’s branch network and ongoing investment in technology.

INTEREST RATES

The rapidincrease in Reserve Bank of Australia (RBA)interest rates during2022 and 2023 has significantly impacted individuals,
businessesandthe banking sector. Whilst depositors have enjoyed a welcome returnto higher rates ofinterest, Horizon is
cognisant of the impact upon borrowers as repayments increase in a time of high living costs, and we are committed to assisting
members who are suffering financial hardship.

FINANCIAL PERFORMANCE

Higherinterest rateshave impacted Horizon through a significant decreaseinloandemand, andas a consequence loan balances
remainedstaticduring the year. Similarly deposits and assets remained at similarlevelsto 2022, which after 3 consecutive high
growth years hasprovided Horizon with a period to consolidate and replenish capital | evels. Capital adequacy, beingthe

benchmark measure of a bank’s level of reserves, increased from 14.92% to 16.72%, assisted by a change in APRA’s capital
framework methodology.

Horizon’s post-tax Net Profitincreased 15.2% to $3.18m, whilst assets increased 0.7% to $650.6m. Profitability, as measured by
‘Return on Assets’, has increased from0.45% to 0.49%, is considered by Horizon’s Board and Management to represent an
appropriate balance between prudential soundness and member value.

COMMUNITY ENGAGEMENT

In addition to the longlist of ‘business as usual’ community activitiesthat Horizon hasbeen performingforalmost three decades,
Horizonlaunched its Community Grants Programin 2022/23 resulting in almost $50k being distributed across 11 | ocal organisations
inthe lllawarra, Shoalhaven, Eurobodalla and Bega Valley. Recipient organisations included s urf-life saving clubs, disability groups
and socialwelfare providers. Horizon willbe seeking to distribute a similaramount of fundingthrough the Community Grants
Programin 2023/24.




CareFlight

EDUCATION CENTRE

BANK BRANCHES

Ourbankbranchesare the foundation ofour relationship withour
members. Notonlydo branchesserve as a place formembers to
obtainbanking advice & conduct transactions, they enable Horizon to
projecta presence—a ‘bricks & mortar’ statementofour
commitment to communitiesand our members.

In the pastyear, Horizon hasundertaken several initiatives to
enhance the branch experience for our customers, induding a full
renovation of the Bermagui branch, and most recently the openingof
anew branchin Berry. ASenateinquiryis currentlyinvestigatingthe
impactof bank branch closures inregionalareas, and Horizonis
proud to be bucking this trend, and proving that there continuesto be
demandforpersonal bankingservices —particularlyin regional areas.

TECHNOLOGY INVESTMENT

In conjunction with Horizon’s focus on personal banking services,
Horizonrecognisesthatitis critical that we continue to investin
digital banking products. Bermagui branch

The majority of our members transact primarily through internet bankingand device based ‘app’ services, and we continue to
dedicate significant resources to reviewing and updating th ese services to ensure that member expectations are being met.
Horizon has recentlyfinalised an upgrade of our core bankings oftware, which will provide the platform for excitingenhancements
to ourinternet bankingandapp software in2023/24.

Horizon remains committed to its core values of community engagement and excellent
customer service. We express our gratitude to our dedicated employees and loyal members

for their unwavering trust in Horizon, and look forward to another year of achievement and
success in 2023/24.




Directors’ Report

Your Directors present theirreportonthe credit unionforthe financial year ended 30 June 2023.

The creditunionis a companyregistered underthe Corporations Act 2001.

Information on Directors

The names of the directors in office atanytime during orsince theend of the yearare: -

Present

Name Qualifications Experience Current Responsibilities
Mark Crowther B Com, GAICD Director—0Oct 2013 to Chair of the Board
Present Chair of the Corporate Governance Committee
Member of the Remuneration Committee
Jacqueline Fitzgerald | BCom, BLaw Director—Apr 2023to Member of the Audit Committee

Member of the Risk Committee

Elisha Gilmour

B Law, B Sci., GDLP

Director—Apr2021to
Present

Chair of the Remuneration Committee
Member of the Corporate Governance Committee

Present

Michael Gleeson FCA, GAICD Director—0Oct 2013 to
March 2023
Jason Hall ANZIIF (Fellow) CIP, Director—0Oct 2014 to Chair of the Risk Committee
B Bus, CPRM, GAICD Present Member of the Audit Committee
Maree Kerr GAICD Director—0Oct 2012 to Member of the Corporate Governance Committee
Present Member of the Remuneration Committee
Nick Scavarelli B Com, MAICD Director—Apr 2021to Member of the Audit Committee

Member of the RiskCommittee

Viktor Tomeski

B Com (Hons), CPA, MAICD,
MBA

Director—Apr2021to
Present

Chair of the Audit Committee
Member of the Risk Committee

The name of the Company Secretaryin office atthe end ofthe yearis: -

Name

Qualifications

Experience

Jon Stanfield

B Ec., ACA

Chief Executive Officer

Directors’ meeting attendance

Board Meetings

Committee Meetings

Director Eligible to Attended Eligible to Attended
attend attend
Mark Crowther 20 20 6 5
Jacqueline Fitzgerald 5 5 3 3
Elisha Gilmour 20 19 6 6
Michael Gleeson 15 15 7 7
Jason Hall 20 18 10 10
Maree Kerr 20 17 6 6
Nick Scavarelli 20 19 10 8
Viktor Tomeski 20 19 10 10

Directors’ Benefits

No Director has received or become entitled to receive during, or since the financial year, a benefit because ofa contract made by
the creditunion, controlled entity, ora related body corporate with a Director, a firm of which a Directoris a memberor an entity

in which a Director hasa substantial financial interest, other thanthat disclosed in Note 33 of the financialreport.

Indemnifying Officer or Auditor

Insurance premiums have been paidto insure each of the directors and officers of the credit union, against any costs and expenses

incurredbythemindefending anylegal proceedingarising out of their conduct while acting in their capacity as an officer of the
creditunion. Inaccordance with normalcommercial practice, disdosure of the premium amount andthe nature of theinsured
liabilitiesis prohibited bya confidentiality clause inthe contract.

No insurance cover hasbeen provided for the benefit ofthe auditors of the credit union.




Financial Performance Disclosures

Principal Activities

The prindpalactivities of the credit union during the year were the provision of retail financial services to members in the form of taking
deposits and giving financialaccommodation asprescribed by the constitution.

No significant changes in the nature of these activitiesoccurred during the year.
Operating Results

The net profit of the credit union for the year after providing forincome taxwas $3.177m [2022 $2.759m].

Dividends

No dividends have been paid ordeclared since the end of the financial year and no dividends have been recommended or provided
forbythe Directors of the credit union.

Review of Operations

The results ofthe credit union’s operations from its activities of providing financial services to its members improved from the previous
year. The improvement was due principally to an increase in the Net | nterest Margin resulting from increases in the RBA cash rate
throughout the year.

Significant Changes in State of Affairs

There were nosignificant changes in the state of the affairs of the credit union during the year.

Events occurring after the reporting period

No other matters or circumstances have arisen since the end of the finandal year which significantly affected or maysignificantly
affectthe operations, or state of affairs of the credit unioninsubsequent financial years.

Likely Developments and Results

No other matter, circumstance or likely development inthe operations has arisensince the end of the financial yearthat has
signifiantly affected or maysignificantly affect: -

(i) The operations ofthe credit union;
(ii) The results of those operations; or
(iii) The state of affairs of the credit union.

Auditors’ Independence

The auditors have provided the following dedaration of independence to the Board as prescribed bythe Corporations Act 2001 as
setoutonpage®6.

This reportis made in accordance with a resolution of the Board of Directors and is signed for and on behalfof the directors by:

Director Director

Signed and dated this 27 September 2023



. Firm Name
P K F PKF(NS) Audit & Assurance Limited Partnership
’ ABN 91 850 861 839

PO Box 2368 GPO Box 5446
Dangar NSW 2309 Sydney NSW 2001
+61(2) 4962 2688 +61(2) 8346 6000
pkf.com.au

AUDITORS INDEPENDENCE DECLARATION UNDER SECTION 307C OF THE
CORPORATIONS ACT 2001

TO THE DIRECTORS OF HORIZON CREDIT UNION LIMITED

Auditors’ Independence Declaration

| declare that, to the best of my knowledge and belief, during the year ended 30 June 2023, there
have been:

(i) no contraventions of the auditor independence requirements as set out in the Corporations
Act 2001 in relation to the audit; and
(i) no contraventions of any applicable code of professional conduct in relation to the audit.

Fre

PKF

met— .

PAUL PEARMAN
PARTNER

27 SEPTEMBER 2023
SYDNEY, NSW

PKF(NS) Audit & Assurance Limited Partnership is a member of PKF Global, the network of member firms of PKF

International Limited, each of which is a separately owned legal entity and does not accept any responsibility or

liability for the actions or inactions of any individual member or correspondent firm(s). Liability limited by a 6
scheme approved under Professional Standards Legislation.
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pkf.com.au

INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF HORIZON CREDIT UNION
Report on the Audit of the Financial Report

Opinion

We have audited the financial report of Horizon Credit Union Limited (the Credit Union), which
comprises the statement of financial position as at 30 June 2023, the statement of profit or loss and
other comprehensive income, statement of changes in equity and statement of cash flows for the year
then ended, and notes to the financial statements, including a summary of significant accounting
policies, and the directors’ declaration.

In our opinion, the accompanying financial report of the Credit Union, is in accordance with the
Corporations Act 2001, including:

(@) Giving a true and fair view of the Credit Union’s financial position as at 30 June 2023, and of its
financial performance for the year then ended; and
(b)  Complying with the Australian Accounting Standards and Corporations Regulations 2001.

Basis for Opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under
those standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Report section of our report.

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

Independence

We are independent of the Credit Union in accordance with the auditor independence requirements of
the Corporations Act 2001 and the ethical requirements of the Accounting Professional and Ethical
Standards Board’s APES 110 Code of Ethics for Professional Accountants (including Independence
Standards) (the Code) that are relevant to our audit of the financial report in Australia. We have also
fulfilled our other ethical responsibilities in accordance with the Code.

We confirm that the independence declaration required by the Corporations Act 2001, which has been
given to the directors of the Credit Union, would be in the same terms if given to the directors as at the
time of this auditor’s report.

PKF(NS) Audit & Assurance Limited Partnership is a member of PKF Global, the network of member firms of PKF
International Limited, each of which is a separately owned legal entity and does not accept any responsibility or
liability for the actions or inactions of any individual member or correspondent firm(s). Liability limited by a
scheme approved under Professional Standards Legislation.
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Other Information

The directors are responsible for the other information. The other information comprises the information
included in the Credit Union’s annual report for the year ended 30 June 2023 but does not include the
financial report and our auditor’s report thereon.

Our opinion on the financial report does not cover the other information and accordingly we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial report, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
report or our knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the Directors for the Financial Report

The directors of the Credit Union are responsible for the preparation of the financial report that gives a
true and fair view in accordance with Australian Accounting Standards and the Corporations Act 2001,
and for such internal control as the directors determine is necessary to enable the preparation of the
financial report that gives a true and fair view and is free from material misstatement, whether due to
fraud or error.

In preparing the financial report, the directors are responsible for assessing the Credit Union’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the Credit Union or to
cease operations, or has no realistic alternative but to do so.

Auditor’'s Responsibilities for the Audit of the Financial Report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with Australian Auditing Standards will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of the financial report.

As part of an audit in accordance with the Australian Auditing Standards, we exercise professional
judgement and maintain professional scepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the financial report, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

e  Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Credit Union’s internal control.
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Auditor’'s Responsibilities for the Audit of the Financial Report (cont’d)

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by directors.

e Conclude on the appropriateness of the directors’ use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Credit Union’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the financial report or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditor’s report. However, future events or conditions may cause the Credit Union
to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial report, including the
disclosures, and whether the financial report represents the underlying transactions and events in
a manner that achieves fair presentation.

We communicate with the directors regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide the directors with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, actions taken to eliminate
threats or safeguards applied.

14
Pl

PAUL PEARMAN
PARTNER

27 SEPTEMBER 2023
SYDNEY, NSW



Directors’ Declaration

In the opinion of the directors of Horizon Credit Union Limited:

a. the financial statements and notes of Horizon Credit Union Limited are in accordance with the Corporations Act
2001, including

i. givingatrueandfairview of its financial position as at 30 June 2023 and ofits performance for the financial
yearendedonthatdate;and

ii. complyingwith Australian AccountingStandards (includingthe Australian Accounting Interpretations)andthe
Corporations Regulations 2001;and

b. there are reasonable grounds to believe that Horizon Credit Union Limited will be able to payits debts asand when
theybecome due and payable.

[ the financial statements comply with International Financial Re porting Standards as statedin Note 1.

Signed inaccordance with a resolution of the directors:

Director

Datedthis 27 September 2023

10



Statement of Profit or Loss and Other
Comprehensive Income

for the year ended 30 June 2023

Note 2023 2022
$000 $000
Revenue
Interestrevenue 2a 23,159 14,502
Interest expense 2c (7,875) (1,339)
Net interest income 15,284 13,163
Fees, commissionand otherincome 2b 2,007 2,690
17,291 15,853
Non-interest expenses
Impairedlosses onloans receivable from members 2d (357) (347)
Fee and commission expenses (1,572) (1,394)
General administration
- Employee costs (5,779) (5,678)
- Depreciationand amortisation 2e (354) (391)
- Informationtechnology (1,729) (1,572)
- Office occupancy (682) (762)
- Otheradministration (516) (486)
Otheroperatingexpenses (1,565) (1,657)
Total non-interest expenses (12,554) (12,287)
Profit before Income Tax 4,737 3,566
Income Tax Expense 3 (1,560) (807)
Profit for the year 3,177 2,759
Other comprehensive income
Surplus onrevaluation ofland and building, net of tax - 1,315
Surplus (Deficit) on revaluation of Cuscal shares, net of tax 358 100
Total comprehensive income for the period 3,535 4,174

The above statement should be readin conjunction with the attached notes

11



Statement of Changes in Member Equity

for the year ended 30 June 2023

Total at 1 July 2021

Net Profitforthe year
Transfers to (from)Reserves
Total as at 30 June 2022
Net Profitforthe year
Transfers to (from)Reserves
Total as at 30 June 2023

Share General Asset Transfer of i

. . . Retained
Note Redemption Reserve for Revaluation Business . Total

. Earnings

Reserve  Credit Losses Reserve Reserve

$’000 $’000 $’000 $’000 $’000 $’000
161 1,032 2,115 8,487 26,272 38,067
- - - - 2,759 2,759
1 (1,032) 1,411 - 1,031 1,411
162 = 3,526 8,487 30,062 42,237
- - - - 3,177 3,177
2 = (895) - 1,669 776
164 = 2,631 8,487 34,908 46,190

The above statement should be read in conjunction with the attached notes
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Statement of Financial Position

as at 30 June 2023

Note 2023 2022

$’000 $’000

Assets
Cash andcash equivalents 4 6,846 5,993
Liquidinvestments 5 114,701 109,287
Assets heldforsale 10a - 1,890
Receivables 6 1,931 1,133
Prepayments 187 188
Loansto members 7&8 518,374 520,328
Investments 9 1,852 1,374
Property, plantand equipment 10 4,803 4,597
Intangible assets 11 298 118
Taxationassets 12 643 597
Right of use assets 13 912 780
Total Assets 650,547 646,285
Liabilities
Borrowings 14 6,688 9,188
Deposits from members 15 590,240 589,828
Payables 16 5,761 3,202
Taxationliabilities 17 1,560 1,740
Provisions 18 108 90
Total Liabilities 604,357 604,048
Net Assets 46,190 42,237
Members Equity
Share redemptionreserve 19 164 162
Assetrevaluation reserve 21 2,631 3,526
Transfer of business reserve 22 8,487 8,487
Retained earnings 23 34,908 30,062
Total Members Equity 46,190 42,237

The above statementshould be readin conjunction with the attached notes
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Statement of Cash Flows

for the year ended 30 June 2023

Operating Activities

Inflows

Interest received
Fees andcommissions
Dividends Received
Otherincome

Outflows

Interest paid

Suppliers and employees
Income taxes (paid)

Net Cash from Revenue Activities

Inflows (outflows) from other operating activities
Decrease (Increase) in Memberloans (net movement)
Increase in Member deposits and shares (net movement)
(Increase) Decrease in receiva bles from financial institutions
(net movement)

Net Cash (used in) Operating Activities

Investing Activities

Inflows
Proceeds onsale of investmentinshares
Proceeds onsale of property, plantand equipment

Less: Outflows

Purchase ofintangible assets
Purchase ofproperty, plant and equipment

Net Cash (used in) provided by Investing Activities
Financing Activities

Inflows

Increase (Decrease) in borrowings (net move ment)
Net Cash from (used in) Financing Activities

Total Net Cashincrease/(decrease)

Cash atBeginning of Year

Cash at End of Year

Note 2023 2022
$’000 $’000

22,622 14,433

1,475 1,715

71 303

200 169

(7,875) (1,339)

(9,789) (12,153)

(1,090) (644)

5,614 2,484

1,598 (71,096)

412 54,473

(5,414) 8,924

38b 2,210 (5,215)
. 44

1,890 56

(253) (49)

(494) (387)

1,143 (336)

(2,500) 2,500

(2,500) 2,500

853 (3,051)

5,993 9,044

38a 6,846 5,993

The above statementshould be readin conjunction with the attached notes
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1.

Statement of Accounting Policies

The finandal reportis prepared for Horizon Credit Union Limited (tradingas Horizon Bank) as a single entity, forthe year
endedthe 30th June 2023. The report was authorised forissue on 27 September 2023 in accordance with a resolution of
the Board of Directors. The financial reportis presentedin Australiandollars. The financial reportis a generalpurpose
financial reportthat has been preparedinaccordance with the requirements of the Corporations Act 2001, Australian
Accounting Standards and other authoritative pronouncements ofthe Australian Accounting Standards Board. Compliance
with Australian Accounting Standards e nsures compliance with the International Financial Reporting Standards (IFRSs) as
issued bythe International Accounting Standards Board (IASB). Horizon Credit Union Limited is a for-profit entity for the
purpose of preparing the financial statements.

Changes in significant accounting policies

There were nosignificant changes to accountingpolicies during the year. Anumber of newstandards, amendments to
standards andinterpretations are effective from annual periods beginning after 1 January 2023 have notbeenapplied in
preparingthis financial report. The credit union’s assessment ofthe impact of these new standards andinterpretations is
thattheseare notsignificantand notlikelyto impact the financial report and as such have not been reported on.

Revenue recognition

Revenues are recognised at fair value of the consideration received net of the amount ofgoods and s ervices tax (GST)
payable to the Australia Taxation Office (ATO). Exchanges ofgoods orservices of the same nature and value without any
cash considerationare not recognised as revenues.

Sale of Non-current assets

Revenue from the disposal of assets is re cognised when title passes from the credit union to the purchaser. The gainorloss
on disposal is calculated as the difference betweenthe carryingamount of the asset at the time of disposaland the net
proceeds ondisposal.

Dividends
Dividendincome s recognised onthe date the credit union’s right to receive paymentis established.
Interest income

Interestincomeis recognisedinthe profit orlossusing the effective interest method. The effective interestrateisthe rate
thatexactlydiscounts the estimated future cash payments and receipts through the expected life of the financial asset (or,
where appropriate, a shorter period) to the carrying amount of the financialasset. When calculating the effective interest
rate, the credit union estimates future cash flows consideringallcontractual terms of the financialinstruments, but not
future creditlosses.

Term loans - The loaninterestis calculated onthe basis of the daily balance outstandingandis chargedinarrearsto a
member’s accountonthe last day of each month.

Overdraft - The loaninterestis calculatedinitiallyon the basis ofthe daily balance outstanding andis chargedinarrears to
a member’saccounton thelast dayof eachmonth.

Credit cards — the interestis calculatedinitiallyon the basis ofthe daily balance outstanding andis chargedinarrears to a
members accountonthe 28th day of each month,on cashadvancesand unpaid purchases atthe payment due date.
Purchasesare granted upto 55 days interest free until the due date for payment which is the 21st day of the following
month.

Non-accrual loan interest — while still legally recoverable, interest is not brought to account as income whenthe credit
unionisinformedthatthe memberhas deceased, orwhere a loan is impaired.

Loan origination fees

Loan establishment feesare initially deferred as part of the loanbalance, and are brought to account as income over the
expectedlife oftheloanasinterest revenue.

Transaction costs

Transaction costs are expenses which are direct and incremental to the establishment of the loan. These costs are initially
deferred as part ofthe loanbalance, and are brought to account as a reduction to income over the expected life ofthe loan,
and includedas part of interest reve nue.

Fees on loans
The fees charged onloans after origination of the loan are recognised as income whenthe service is provided orcosts are
incurred, withthe exception of fixed rate loan renegotiation fees. Fees charged to members who breaktheir fixed rate loan

contractandcontinueto holdthe loan with either a variable interest rate or re negotiated fixed rate, are recognised over
the remainder of the fixed rate period.

15



C.

Statement of Accounting Policies (Continued)
Other revenue

Fee, commissionand other revenue is recognised when the service is completed, orwhenthe fee in respect of services
provided is receivable.

Financial assets and liabilities
Loan impairment

AASB 9requires the use of forward lookinginformation to recognise expected credit | osses —the ‘expected credit | oss
model’ (ECL). Instruments withinthe scope of the new requirements include loans and advances and other debt-type
financial assets measured at amortised cost and FVOCI, trade receivables and loan commitments and some financial
guarantee contracts (forthe issuer) that are not measured at fair value through profit orloss.

A broaderrange of information is considered when assessing credit riska nd measuring expected credit losses, including
pastevents, current conditions, reasonable and supportable forecasts that affect the expected collectability of the future
cash flows ofthe instrument.

In apply|ngth|sforward -looking approach, three distinction stagesof impairment are made:
Stage 1-finandal instruments that have not deteriorated significantlyin credit quality since initial re cognition or that
have low credit risk (performing loans);

- Stage 2-finandalinstruments that have deteriorated significantlyin credit quality since initial re cognition and whose
creditriskis notlow (underperformingloans); and

- Stage 3 - covers financialassets that have objective evidence of impairment (loans in default/non -performing) at the
reporting date.

Measurement of ECL

12 month expected credit losses’ are recognisedin the first stage while ‘lifetime expected credit losses’ are recognised in

the second stage. Measurement of the expected credit | osses is determined by a probability weighted estimate of credit

losses overthe expected life of the financial instrument. Theyare measured as follows:

- Finandal assets thatare not credit-impaired at the reporting date: as the present value of all cash shortfalls (i.e. the
difference between the cash flows due inaccordance with the contract and the cash flows expected to be received);

- Financial assets that are credit-impaired at the reportingdate: as the difference between the gross carryingamount
and the presentvalue of estimated future cash flows;

- Undrawnloancommitments: as the present value of the difference between the contractual cash flows thatare due if
the commitmentis drawn down and the cash flows expected to be received; and

- Finandial guarantee contracts: as the expected payments to reimburse the holder less anyamounts expectedto be
recovered.

Note 24Cdetailsthe credit risk managementapproach forloans.
Credit-impaired financial assets

At each reportingdate, the credit union assesses whether financial assets carried at amortised cost are credit-impaired. A
financial asset is ‘credit-impaired’ when one or more events that have a detrimental impact onthe estimated future cash
flows of the financial asset have occurred.

Evidence thata financial asset is credit-impaired includes the following observable data:

- Significantfinancialdifficulty of the borrower orissuer;

- A breachof contractsuch as a defaultor pastdue event;

- The restructuring ofa loan oradvance onterms that would otherwise not be considered;

- Itis becoming probable that the borrower will enter bankruptcy or other financial reorganisation; or
- The disappearance of anactive market for a security because of financial difficulties.

A loan thathas beenrenegotiated due to a deterioration in the borrower’s condition is usually considered to be credit-
impaired unless there is evidence that the risk of not receiving contractual cash flows has reduced significantlyand there
are no otherindicators ofimpairment. Inaddition, a retail loanthatis overdue for 90 days or more is considered impaired.

Presentation of allowance for ECL in the Statement of Financial Position

Loss allowancesfor ECLare presentedinthe Statement of Financial Position as follows:

- Financial assets measured at amortised cost: as a deduction fromthe grosscarryingamount of the assets;

- Loan commitments and financial guarantee contracts: generally, as a provision; and

- Where a financialinstrumentincludesbothadrawnand undrawn component, and ECL cannot be identified onthe
loancommitment component separatelyfrom those on the drawn component, a combined lossallowance forboth
components is presented. Anyexcess of the loss allowance over the gross amount of the drawn componentis
presented as a provision.

16



Statement of Accounting Policies (Continued)
Write-off

Loansanddebtsecurities are written off, either partiallyorin full, when there is norealistic prospect ofrecovery. Thisis
generallythe casewhenitis determined the borrower does not have assets or sources of income that could generate
sufficient cash flows to repaythe amounts subject to the write-off. However, financial assets that are written offcould still
be subject to enforcement activitiesin order to comply with the procedures for re covery of amounts due.

Financial assets and liabilities

Finandal assets and liabilities are re cognised when the credit union becomes a party to the contractual provisions of the
financial instrument and are measured initiallyat cost adjusted by transaction co sts, except forthose carried at fairvalue
through the profit orloss, which are measured initiallyat fair value. Subsequent measurement of financial assets and
liabilitiesare described below.

Financial assets are derecognised when the contractual rights to the cash flows from the financial asset expire, or when the
financial asset and all substantial risks and rewards are transferred. Afinandal liabilityis derecognisedwhenitis
extinguished, discharged, cancelled or expires.

Classification and measurement of financial liabilities

Finandal liabilities include borrowings, member de posits and other payables. Theyare initially measured at fair value, and
where applicable, adjusted for transaction costs unlessthe credit union designated a financial liability at fair value through
the profitandloss. Subsequently, financial liabilities are measured at amortised cost using the effective i nterest method
except financialliabilitiesdesignated at FVPL, which are carried subsequently at fair value with gains orlosses recognised in
the profitandloss.

All interestrelated charges andifapplicable, changesinaninstrument’s fair value that are reportedin profitand loss are
included withininterest or non-interest expenses.

Classification of financial assets

Exceptforthose trade receivables that donot contain a significant financing component and are measuredatthe
transaction price, all financial assets are i nitially measured at fair value adjusted for transaction costs (where applicable).

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

- Amortised cost

- Fairvalue through profitandloss(FVPL)

- Fairvalue through other comprehensive income (FVOCI)

All income and expenses relatingto financial assets that recognisedin profit orloss are presented within netinterest
income, fees commissions and otherincome or non-interest expenses.

Classifications are determined by both:
- The creditunion’s business model for managing the finandal asset, and
- The contractualcashflow characteristics of the financial assets.

Subsequent measurement of financial assets
Financial assets at amortised costs

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designatedas a FVPL:

- The assetis held within a business model whose objective is to hold assets to collect contractual cash flows; and

- The contractualterms ofthe financial asset give rise to cash flows that are solely payments of principal andinterest on
the prindpal amount outstanding.

Afterinitial recognition, these are measured at amortised cost using the effective interest method. Discounting is omitted
where the effect of discounting is immaterial. Cash, cash equivalents andtrade receivables fallinto this category of
financial instruments as well as negotiable certificates of deposit (NCDs), floating rate notes (FRNs)and bonds.

Financial assets at Fair Value through Profit or Loss (FVPL)

Finandal assets that are withina different business model other than ‘hold to collect’ or ‘hold to collect and sell’ are
categorised as fairvalue through profit orloss. Irrespective of the businessmodel, finandal assets whose contractualcash
flows are not solely payments of principal andinterest are accounted forat FVPL.
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1.

Statement of Accounting Policies (Continued)
Fair Value through Other Comprehensive Income (FVOCI)

Investments inequityinstruments thatare not held fortradingare eligible foranirrevocable election atinception to be
measured at FVOCI. Subsequent movements infairvalue are recognised in other comprehensive income and are never
reclassified to profit orloss. Dividends from these investments continue to be recorded as otherincome within the profit
orlossunless the dividend clearly represents return of capital. Thiscategoryincludesunlisted equitysecurities such as
sharesinCuscal Ltd and TAS Ltd.

Loans to members

Loansand membersinthe Statement of Financial Positioninclude loans and advances measured at amortised cost; theyare
initially measured at fairvalue plus incremental direct transaction costs, and subsequentlyat theiramortised cost using the

effective interest method.

Loans andadvances are non-derivative financial assets with fixed or determinable payments that are not quoted inan
active marketand thatthe credituniondoesnotintendto sellimmediatelyorin the nearterm.

Reclassifications

Finandal assets are not reclassified subsequent to theirinitial recognition, exceptin the period after the credit union
changes its businessmodel for managingfinancialassets. There were nochanges to any of the credit union business
models during the currentyear (2022: Nil).

Property, plant and equipment

Land andbuildings have beenrevalued as at the followingdates less accumulated depreciation:
- Stewart Streetas at30June 2022

Propertyplantand equipment, with the exception of freehold land, is depreciated on a straight-line basisso as to write off
the netcostof each asset overits expected useful life to the credit union. Estimated useful lives are as follows:

- Buildings—16to 40years.

- Leasehold Improvements —8to 10years.
- Plantand Equipment—3to 7years.

- Assets less than $300 are not capitalised.

Receivables from other financial institutions

Term deposits, Floating Rate Notes and Negotiable Certificates of De posit with other financialinstitutions are unsecured
and have a carrying amount equal to their principal amount. Interestis paid onthe dailybalance at maturityoronan
annual basis ifinvestedlongerthan 12 months. All deposits are in Australian currency.

The accrual forinterest receivable is calculated on a proportional basis of the expired period ofthe term of the investment.
Interest receivableisincluded in the amount of receivables in the Statement of Finandal Position.

Equity investment and other securities

Investments inshares are classified as fair value through other compre hensive income (FVOCI).

Investmentsinshares that donot have aready marketandare not capable of being reliablyvaluedarerecordedatthe
assessed fairvalue amount.

All investments are in Australia currency.

Member deposits

Basis for measurement

Membersavings andterm investments are quoted at the aggregate amount payable to depositors asat30June 2023.

Interest payable

Interest on savingsis calculated on the daily balance and posted to the accounts periodically, or on maturity of the term
deposit. Interestonsavingsis broughtto accountonanaccrual basisinaccordance withtheinterest rate termsand
conditions of each savings and term deposit account as varied fromtime to time. The amount of the accrual is shown as

partof amounts payable.
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Statement of Accounting Policies (Continued)

Borrowings

All borrowings are initially recognised at fairvalue, net oftransaction costs incurred. Borrowings are s ubsequently
measured atamortised cost. Anydifference betweenthe proceeds (net of transaction costs) and the redemption amountis
recognisedinthe Statement of Profit or Lossand Other Comprehensive Income overthe period ofthe loans and borrowings
using the effective interest method.

Payables / employee entitlements

Provisionis made forthe credit union’s liability for employe e benefits arising from services rendered by e mployees to
balance date.

Short-term employee benefits are current liabilities included in e mployee benefits, measured at the undiscounted amount
thatthe credit union expects to payas a result of the unused entitement. Annual leave isindudedin ‘otherlong-term
benefit’and discounted when calculating the leave liability as the credit union doesnot expect all annual leave forall
employees to be used wholly within 12 months of the end of the reporting period. Annual leave liabilityis still presented as
a currentliabilityfor presentation purposesunder AASB 101 Presentation of Financial Statements.

Provisionis made forthe credit union’s liability for employe e benefits arising from services rendered by employees to the
reporting date. Employee benefits expected to be settled within one year, have been measured at their nominalamount.

Provisionforlong service leave is determined on a pro-rata basis from commencement of employment measuredatthe
presentvalue of the estimatesfuture cash outflows discounted using corporate bond rates.

Annualleaveis accrued inrespect of all employees ona pro-rata entitlement fora partyear of service and leave entittement
due butnottaken atreportingdate.

Contributions are made bythe credit unionto an employee’s superannuation fund and are charged as expenses when
incurred.

Leases

At inception ofa contract, the credit union assesses whether a lease exists —i.e. does the contract conveytheright to
control the use ofanidentified asset fora period oftime in exchange for consideration.

This involves assessment of whether:

- The contractinvolves the use ofanidentified asset —this may be explicitly orimplicitly identified withinthe
agreement. Ifthe supplier has a substantive substitution right then thereis noidentified asset.

- The creditunionhasthe right to obtain substantiallyall ofthe economic benefits fromthe use of the asset throughout
the periodof use.

- Thecreditunionhastherightto directthe use of the asseti.e. decision making rights inrelationto changing howand
forwhatpurpose the assetis used.

Lessee Accounting

The non-lease components included in the lease agreement have been separated and are recognisedas anexpenseas
incurred.

At the lease commencement, the credit union recognises a right-of-use asset and associated lease liability for the lease
term. The lease term includes extension periods only where the credit union believes it is reasonably certainthat the option
will be exercised.

The right-of-use asset is measured using the cost model where cost oninitialrecognition comprises of the lease liability,
initial direct costs, prepaid lease payments, estimated cost of removal and restoration less anylease incentives.

The right-of-use asset is deprecdated overthelease termon a straight line basis and assessed forimpairmentin accordance
with the impairment ofassets accountingpolicy.

The lease liabilityis initially measured at the present value of the remaining lease payments at the commencement ofthe
lease. Thediscountrateistherateimplidtinthelease, however where this cannot be readily determined, the credit
union’sincremental borrowingrateis used.

Subsequentto initial recognition, the lease liabilityis measured at amortised cost using the effective interest rate method.
The lease liabilityis remeasured whether there is a lease modification, change in estimate of the lease term orindexupon
which the lease payments are based (e.g. CPl) ora changeinthe credit union’s assessment of lease term.

Where the lease liabilityis measured, the right-of-use asset is adjusted to reflect the re measurement or the remeasurement
is recorded in profit orloss if the carrying amount of the right-of-use asset has been reduced to zero.
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Statement of Accounting Policies (Continued)

Leases (Continued)
Exceptions to lease accounting

The creditunionhaschosen to applythe exceptions to lease accounting to both short-term leases (i.e. leaseswith a term of
lessthanorequalto 12 months) and leasesof low-value assets. The credit union recognises the payments associated with
theseleases asanexpense ona straight-line basis overthe lease term.

Income Tax

The income taxexpense shown inthe Statement of Profit or Loss and Other Comprehensive Income is based onthe
operating profit before income tax adjusted forany non-tax deductible, or non-assessable items between accounting profit
and taxableincome. Deferred tax assets and liabilities are re cognised using the Statement of Financial Position liability
method inrespect of temporary differences arising between the tax basesof assets or liabilities and their carrying amounts
in the finandal statements. Currentand deferredtax balances relating to amounts recognised directlyin equityare also
recogniseddirectlyinequity.

Deferred tax assets and liabilities are recognised for all temporary differences between carrying amounts of assets and liabilities
forfinandialre porting purposes and their respective tax basesat the rate ofincome tax applicable to the period in which the
benefit willbe received or the liability will become payable. These differences have been assessed at the rate of25%.

Deferred tax assets are only brought to account if it is probable that future taxable amounts will be availableto utilisethose
temporary differences. The recognition of these benefits is based on the assumption that no adverse change will occur inincome
taxlegislation; and the anticipation that the credit union will derive sufficient future assessa ble income and comply with the
conditions of deductibilityi mposed by the law to permita future income tax benefit to be obtained.

Intangible assets

Items of computer software that are notintegralto the computer hardware owned bythe credit unionare classified as
intangible assets.

Computersoftware held as intangible assets is amortised over the expected useful life of the software. These lives range
from 2to 5 years.

Goods and services tax

As a finandal institution the credit union is input taxed on all income except income from commissions and some fees. An
inputtaxed supplyis notsubject to goods and servicestax (GST) collection, and similarlythe GST paid on purchasescannot
be recovered. As someincomeis charged GST, the GST on purchases is generallyrecovered ona proportionate basis. In
addition certain prescribed purchases are subject to Reduced Input Tax Credits, of which 75% of the GST paidis recoverable.

Revenue, expensesandassets are recognised net ofthe amount of GST, except where the amount ofthe GST incurredis not
recoverable fromthe Australian Tax Office (ATO). In these circumstances, the GST is recognised as part of the cost of
acquisitionof the assetoras partof anitem ofthe expense.

Receivablesand payables are stated withthe amount of GSTinduded where applicable GST is collected. The net amount of
GSTrecoverable from, or payable to the ATOis included as anasset orliabilityinthe Statement of Financial Position.
Cashflows areindudedinthe statement of cashflows on a gross basis. The GST components of cash flows arisingfrom
investing and financingactivities, which are recoverable from, or payable to the Australian Taxation Office, are classifiedas
operatingcashflows.

Cash and cash equivalents

Cash comprises cashon handand demand deposits.

Cash equivalents are short-term, highly liquid investments that are readily convertibleto known amounts of cashandare
subjectto aninsignificantrisk of changesinvalue.

Transfer of business

Business transfers are accounted for using the acquisition method as at the acquisition date. The identifiable assets and
liabilitiesof the transferee are recognised at their fair value at acquisition date and held ina Transfer of Business Reserve.
The balance ofthereserve is fromthe merger with Lysaght Credit Unionin FY21. The balanceis notimpaired and continues
to be fairlystated.
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Statement of Accounting Policies (Continued)

Accounting estimates and judgements

Management have made accountingestimates when applyingthe credit union’s accounting policies with respect to the
valuation of landand building. In accordance with AASB 13 fairvalue forland andbuildings should be based onthe highest
and bestuse andshouldtakeintoaccountanumberoffactorsincluding physical characteristics such as location or size, any
legal restriction such as zoning and finandal feasibility, recent sales evidence for comparable properties, and overall mark et
conditions.

Various modelsandassumptions are used in measuring fair value offinancialassets such as Cuscal shares. Judgementis
appliedinidentifying the most appropriate model for each type of asset, as well as for determiningthe assumptions used in
these models, includingassumptions that relate to key drivers of price riskand factors such as salesevidence, dividend
history, price earningmultiple and overall market conditions.

Management have also made significant judgements with respect to the calculation of expected credit loss (ECL) allowance,
includingthe impact of higherinflation and living expenses, rising interest rates, possible downturninemploymentand
possibledeclinein propertyvalues. Keyareas ofjudgementto be considered under the AASB9 standardinclude:

- Recognition of credit losses based on “Stage 1” 12 month expected losses and “Stage 2” and “Stage 3” lifetime
expected credit losses;

- Determining criteriaforsignificantincrease increditrisk: an asset moves to stage 2 whenits credit risk hasincreased
signifiantlysinceinitialrecognition. Inassessingwhether the credit risk of an asset has significantlyincreased the
credituniontakes into account qualitative and quantitative reasonable and supportable forward looking information.

- Choosing appropriate models and assumptions for the measurement of ECL;

- Establishing groups of similar financial assets for the purposes of measuring ECL: when ECLs are measuredon a
collective basis, the finandal instruments are grouped on the basis of shared risk characteristics.

Referto note 8 forfurther details.

New or emerging standards not yet mandatory

The AASB has issued new and amended Accounting Standards and Interpretations that have mandatory application dates for
future reporting periods. The directors donot expectthe adoption of these standards to have anyimpactonthereporting
position or performance of the credit union.
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Statement of Profit or Loss and Other Comprehensive
Income

Analysis of interest revenue

Interest revenue on assets carried at amortised cost
Cash —deposits at call

Receivablesfrom financial institutions

Loansto members

Non-interest revenue

Fee and commission revenue

-Loan feeincome —otherthanloan origination fees
-Transactionfeeincome

-ATMincome

- Insurance commissions

- Other commissions

Total Fee and commission revenue

Other Income

Dividends received

Bad debts recovered

Gainon disposal of property, plantand equipment andinvestments
Miscellaneous revenue

Interest expense

Interest expense on liabilities carried at amortised cost
Shortterm borrowings

Deposits from financialinstitutions

Deposits from members

Impairment losses on loans and advances
Increase(Decrease)in provision forimpairment

Other prescribed expense disclosures

Auditors remuneration (excluding GST)
PKF

- External auditfees
- Otherservices—taxation

Depreciation of

- Buildings

-Plantand equipment
Amortisation ofintangibles

Propertyleases
Netmovementinprovisions for:
- Employee entitlements

- Leased premises make good
-Fraud

2023 2022
$’000 $’000
126 73
3,975 695
19,058 13,734
23,159 14,502
538 801
371 352

- 129

423 471
404 343
1,736 2,096
71 303

9 7

- 121

191 163
2,007 2,690
6 1

11 18
7,858 1,320
7,875 1,339
357 347
357 347
62 59

8 11

70 70

35 39
246 250
73 101
354 390
513 497
(12) (186)

- 10

19 -
520 321
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Income Tax Expense

The income tax expense comprises amounts set aside as:

Currenttaxexpense

Deferred tax

Adjustment to openingdeferred tax balances

(Over)/Under provision from prioryear

Total income taxexpense inthe Statement of Profit or Lossand Other
Comprehensive Income

The prima facie tax payable on profit is reconciled to the income tax
expense in the accounts as follows:

Profit

Prima facie tax payable on profit before income taxat 25%

Add tax effect of expenses not deductible

- Othernon-deductible expenses

- Adjustment to opening deferred tax balances
- (Over)/Under provisionfortaxinprioryear
- Dividendimputation adjustment

Subtotal

Less

- Government stimulus

- Imputation credits

Income tax expense attributable to current year profit

Franking Credits

Franking credits held by the credit union after adjusting for franking
credits that willarise from the payment of income tax payableas atthe
end of the financial yearis:

Cash and Cash Equivalents

Cash on handandatbank
Depositsatcall

Liquid Investments

Amortised Cost

Investments

Negotiable certificates of deposit

Floating rate notes

Fixedrate bonds

Government bonds

Receivables

Term deposits held with authorised deposit taking institutions

2023 2022
$’000 $’000
1,100 752
52 44
3 72
405 (61)
1,560 807
4,737 3,566
1,184 892
1 1
3 72
405 (61)
7 32
1,600 936
(10) -
(30) (129)
1,560 807
10,810 9,615
1,841 1,288
5,005 4,705
6,846 5,993
25,726 23,937
54,175 44,550
4,000 4,000
11,500 19,500
19,300 17,300
114,701 109,287
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Receivables

Interest receivable on deposits with other finandal institutions
Sundrydebtors and settlement accounts

Loans and Advances

a.

(iii)

Amount due comprises:
Overdrafts andrevolving credit
Term loans

Unamortised loan origination fees

Unamortised fixed rate loan renegotiation fees
Provisionforimpairedloans

Credit quality - Security held against loans
Securedbyresidential or commercial property
Securedbygoods mortgage

Unsecured

Itis not practical to value all collateral as atthe balance date
due to the variety of assets and conditions. A breakdown of the
quality of the residentialmortgage security on a portfolio basis
as follows:

Security held as mortgage against realestate is on the basis of:
- LVR of lessthan 80%

- LVR of more than80% but mortgage insured

- LVR of more than 80% and not mortgage insured

Total

(LVR — Loan to valuation ratio)

Where theloanvalueislessthan 80% thereis a 20% margin to
coverthe costs ofanysale and/or potential value reduction.

Concentration of Loans

Individual loans which exceed 10% of member funds in
aggregate

Loans to members are concentratedin the following areas:
- lllawarra

- Shoalhaven

- Bega Valley

- Other

Loans bycustomertype:

Residential loans andfadilities
Personal loans and facilities
Business loans and facilities

2023 2022
$’000 $’000
720 183
1,211 950
1,931 1,133
6,097 6,423
512,956 514,238
519,053 520,661
64 93
519,117 520,754
- (12)

(743) (414)
518,374 520,328
504,314 506,373
11,492 10,411
3,247 3,877
519,053 520,661
472,988 460,110
26,686 30,886
4,640 15,377
504,314 506,373
223,661 237,284
131,479 119,890
129,507 131,670
34,406 31,817
519,053 520,661
481,739 486,036
13,046 12,609
24,268 22,016
519,053 520,661

24



8.

Provision on Impaired Loans

a.

Amounts arising from Expected Credit Loss (ECL)

The lossallowance as of the yearend by class of exposure/asset are summarisedinthe table below.

2023 2022
Gross ECL Carrying Gross Provision Carrying
Carrying Allowance Value Carrying for Value
Value Value impairment
$’000 $’000 $’000 $’000 $’000 $’000
Loans to members
Mortgages 478,135 88 467,599 481,944 52 481,892
Personal 10,839 424 20,863 10,569 220 10,349
Overdrafts 5,811 218 5,593 6,132 136 5,996
Total to natural persons 494,785 730 494,055 498,645 408 498,237
Corporate borrowers 24,268 13 24,255 22,016 6 22,010
Total 519,053 743 518,310 520,661 414 520,247

An analysis of the credit union’s credit risk exposure per class of financial asset and “stage” without reflecting on the
effects of any collateral or other credit enhancements is demonstrated in the following tables. Unless specifically
indicated, for finandal asset, the amounts inthe table re present grosscarrying amounts.

2023 2022

Stage 1l Stage 2 Stage 3 Stage 1 Stage 2 Stage 3
12 mth Lifetime Lifetime Total 12 mth Lifetime Lifetime Total

ECL ECL ECL ECL ECL ECL
Loans to members $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000
Mortgage secured 88 - - 88 52 - - 52
Personal loans 424 - - 424 206 2 12 220
Overdrafts 124 19 75 218 57 23 56 136
Corporate borrowers 13 - - 13 6 - - 6
Loss allowance - - - - - - - -
Total 649 19 75 743 321 25 68 414

The reconciliations fromthe opening to the closing balance ofthe allowance forimpairment by class offinancial
instrumentis showninthetable below.

2023 2022
Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3
12 mth Lifetime Lifetime Total 12 mth Lifetime Lifetime Total
ECL ECL ECL ECL ECL ECL
Loans to members $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000
Balance at 1 July 321 25 68 414 30 32 29 91
Changes in the loss allowance - - - - - -
- Transfer to stage 1 - - - - - -
- Transfer to stage 2 - - - - - -
- Transfer to / from stage 3 (28) 28 - (24) 24
- Net movement due to 328 22 7 357 291 17 39 347
change in credit risk
- Write-offs - - (28) (28) - (24) (24)
Balance at 30 June 649 19 75 743 321 25 68 414

25



8.

Provision on Impaired Loans (Continued)

b.

Key assumptions in determining the ECL

The keyinputsintothe measurement of ECLindude the following variables:
- probability of default (PD)
- lossgivendefault (LGD); and
exposure at default (EAD)

These parameters are generally derived frominternal analysis, management judgements and other historical data.
Theyare adjusted to reflect forward-looking information as described below.

Probability of default (PD) estimates are calculated based onarrears over 90 days and other loans and facilities
where thelikelihood of future repayments is low. The definition of defaultis consistent withthe definition of
defaultused forinternalcreditrisk management and regulatory reporting purposes. Instruments which are 90 days
pastdue are generallyconsidered to bein default.

Loss given default (LGD) is the magnitude ofthe likelylossif thereis a default. The credit union estimatesLGD
parameters based on the history of recovery rates of claims against defaulted counterparties. The LGD percentage
applied considers the structure ofthe loan, collateral, seniority of the claim, counterpartyindustry and recovery
costs of anycollateral thatis integral to the financial asset. Forloans secured by retail property, Loanto Value Ratios
(LVR) are a key parameterin determining LGD. LGD estimatesare recalibrated for different economic scenarios and
forreal estate lending, reflect possible changes in property values.

Exposure at default (EAD) represents the expected exposureinthe eventofa default. EAD is derived fromthe
currentexposure to the counterparty and potentialchanges to the currentamount allowed under the contract
includingamortisation. The EAD of a finandal asset s its grosscarryingamount. Forlending commitments and
financial guarantees, the EAD includesthe amount drawn as well as potential future amounts that maybe drawn
underthe contract, which are estimated based on historical observations and future expectations.

The creditunionhaselected to use the following segments when assessingcredit riskfor Stages1and 2 of the
impairment model:

- Mortgage loans

- Personalloans

- Other—overdrafts andcredit cards

Stage 3 of theimpairment model covers financialassets that have objective evidence ofimpairment (loans in
default/non-performing) at the re porting date.

Significant increase in credit risk

The credit unionis not required to develop an extensive list offactors in defining a ‘significantincrease in credit risk'.
In assessingsignificantincreaseincredit risk where aloanorgroup ofloans must move to Stage 2, the following
factors have been considered in the credit union’s current model:

- Loansmorethan30days pastdue

- Loanswith approved hardship or modified terms

When determining whether the risk of default ona financial instrument has increased significantly since initial
recognition, the credit union considers reasonable and s upportable information thatis relevant and available
without undue cost oreffort. This includes both quantitative and qualitative information and analysis, based onthe
creditunion’s historical experience and expert judgement, relevant external factors andincluding forward -looking
information.

The creditunion presumesthat the creditriskona financial asset has increased significantly since initial re cognition
when the exposure is more than 30 days past due unless reasonable and supportable information demonstrates
otherwise.

The approach in determiningthe ECLincludes forward-looking information. The credit union has performed
historical analysisand identified the key economic variables i mpacting credit risk and expected credit lossesforeach
portfolio segment. Giventhe lack of loss experience bythe credit unionand across the widerindustry, more
emphasis has been applied to the historical data available as opposed to forward looking information. Consideration
has alsobeengivento the level of undue costandeffortinvolvedin utilising complex statisticalmodels, whichis not
considered appropriate for the size and complexity of the portfolio.

The creditunionhasconsidered other forward-looking considerations such as the impact of future unemployment
rates, increasing interest rates, higherinflation, possible decline in property prices, regulatory change and external
marketrisk factors, which have added a materialimpact, therefore an adjustment has been made to the ECL for
such factors. The credit union considers the ECLto representits best estimate of the possible outcomesandis
aligned withinformation used bythe credit union for other purposes such as strategic planning, budgeting and
stress testing. Periodicallythe credit unioncarriesout stress testing of more extreme shocks to calibrate its
determination of other potentialscenarios.
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Investments 2023 2022
$’000 $’000

Equity investment securities designated as FVOCI

SharesinCuscal Limited 1,784 1,306

SharesinTransaction Solutions Limited 68 68
1,852 1,374

Shares in Cuscal Limited

Cuscal supplies end-to-end payments services. At30June 2023, the credit union designatedits investmentin Cuscal shares
to be $1.68 pershare (2022:$1.23) as a Fair Value through Other Comprehensive Income (FVOCI).

Shares in Transaction Solutions Limited (TAS)

TAS provides IT hostingservices. At 30June 2023, the credit union designated its investmentin TAS shares to be $4.78 per
share (2022:$4.78) as a Fair Value through Other Comprehensive Income (FVOCI), being the costvalue ofthe shares
purchasedduring the FY 2020.
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Property, Plant and Equipment

Assets held for sale
Land —at valuation

Buildings — at valuation

Fixed Assets
Land —at valuation
Less: Transferred to available forsale

Buildings — at valuation
Less: Transferred to available for sale
Less: Provisionfordepreciation

Plant and equipment - at cost

Less: Provisionfordepreciation

Capitalised Leasehold Improvements at cost
Less: Provisionforamortisation

c. Land and Building — Valuation

Land andbuilding—atvaluation

2023 2022
$’000 $’000
. 1,340

- 550

- 1,890
2,425 3,765
- (1,340)
2,425 2,425
1,400 1,950
= (550)

(35) -
3,790 3,825
2,744 2,689
(1,731) (1,917)
1,013 772
220 284
(220) (284)
4,803 6,487
3,825 5,715

The valuationof land and buildings at 27 Stewart Street, Wollongong NSW 2500 has beenbasedonan

independent valuation performed by Opteon Property Group Australia as at 30June 2022. Referto Note 21.

The building at 13 Auburn Street, Wollongong NSW 2500 was settled on 15July 2022. The saleis reflectedinthe

decreasein the Asset Revaluation Reserve. Referto Note 21.

The directors have assessed the fairvalue of land and did notidentifyanyindicators of impairment during the year

ended30June 2023.

Movement in the assets balances during the year were:

2023 2022
[y equip:)ar:teri Im pr:::::::::l: et Property equ[i’;liar:te:; Im pr:::::::: Total
$’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000

Opening balance 5,715 772 6,487 4,000 651 4,651
Purchases in the year 494 494 387 387
Acquisitions through business
combinations
Revaluation 1,753 1,753
Less
Disposal of assets (1,890) (7) (1,897) (16) (16)
Depreciation charge (35) (247) (281) (38) (250) (288)
Balance at the end of the year 3,790 1,013 4,803 5,715 772 6,487
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11.

12.

13.

Intangible Assets 2023 2022
$’000 $’000
Software 1,882 1,647
Less: Provisionforamortisation (1,584) (1,529)
298 118
Movement in the assets balances during the year were:
Openingbalance 118 170
Purchases 253 49
Acquisitions through businesscombinations - -
Less:
Disposal ofassets - -
Amortisation charge (73) (101)
Balanceattheendoftheyear 298 118
Taxation Assets
Accrual for GST receivable 77 72
Deferred Tax Asset 566 525
643 597
Deferred tax asset comprises:
Accrued expenses not deductible untilincurred 70 111
Provisions forimpairmentonloans 186 104
Provisions for employee benefits 274 279
Provisions for other 32 25
Lease liabilities (4) -
Capital costs from transfer of business 8 6
566 525

Leases

The creditunionhasleases over land and buildings and has chosen to not apply AASB 16 to | eases of intangible assets.

Informationrelatingto the leases in place and associated balances and transactions are provided below.

Terms and conditions of leases

The building leases are for branchesand have upto 3years remaining. While some leaseshave extension options, these

are atthediscretion ofthe creditunion. Varyingincreases apply.

Right-of-use assets (ROU)

Balance atbeginningof year 780 795
Additional ROU assets 540 422
Depreciationcharge (408) (437)
Balanceatendofyear 912 780
Lease Liabilities

The maturityanalysis oflease liabilitiesbased on contractual undiscounted cash flows is shown inthe table below:
<lyear 471 417
1-5years 499 442
Total undiscounted lease liabilities 970 859
Lease liabilitiesincludedin this Statement of Financial Position 895 779
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14.

15.

16.

Leases (Continued)

Extension options

A number of building leasescontain extension options which allowthe credit unionto extend the lease term by up to twice

the original non-cancellable period of the lease.

The creditunionindudes options inthe leases to provide flexibility, certaintyand re duce costs of moving premises and are

atthe credit union’s discretion.

At commencement date and each subsequent reporting dates, the credit union assesseswhere itis reasonably certain that

the extension options will be exercised.

There are $832k in potential future | ease payments which are notincludedin lease liabilities as the credit union has

assessed that the exercise of the option is not reasonably certain.

Statement of Profit or Loss and Other Comprehensive Income

The amounts recognisedin the Statement of Profit or Loss and Other Comprehensive Income relating to |eases where the

creditunionis a lessee are shown below:

Interest expense on lease liabilities
Depreciation of right-of-useassets

Borrowings

Otherfinancialinstitutions 31
Reserve Bank of Australia — Term Funding Facility (TFF)

The Reserve Bankof Australia holds $9.600m of fl oatingrate notes as
securityagainst amounts drawn via the Term Funding Facility (TFF)
which isdueto be repaid inJune 2024

Deposits from Members

Member Deposits

-atcall

-term

Total deposits
Memberwithdrawable s hares

Concentration of Member Deposits

Memberdeposits at balance date are concentrated inthe following
areas:

-Illawarra

-Shoalhaven

-Bega Valley

- Other

Payables

Creditorsandaccruals

Lease liability 13
Employee entitlements

Interest payable on deposits

2023 2022
$’000 $’000
38 27

363 390
401 417

- 2,500

6,688 6,688
6,688 9,188
383,517 424,569
206,688 165,224
590,205 589,793
35 35
590,240 589,828
261,844 265,028
126,530 126,790
182,920 177,153
18,946 20,857
590,240 589,828
850 1,009
895 779
1,114 1,126
2,902 288
5,761 3,202
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18.

19.

20.

Taxation Liabilities 2023 2022

$’000 $’000
Currentincome tax liability 348 338
Deferred taxliability 1,081 1,284
Accrual for GST payable 23 20
Accrual for othertaxliabilities 108 98
1,560 1,740
Current income tax liability comprises:
Liabilityforincome taxin currentyear 1,100 752
Less:Instalments paidincurrentyear (752) (414)
348 338
Deferred tax liability comprises:
Taxon revalued property heldinequity 608 1,026
Taxon revalued investments held in e quity 264 145
Revaluation of TAS shares 5 5
Deferred loan fees 16 20
Prepayments 47 47
Depreciation on fixed assets 141 41
1,081 1,284
Provisions
Fraud
Balance atthe beginningoftheyear - -
Liabilityincrease (decrease) in currentyear 18 -
Balanceattheendoftheyear 18 -
Lease premises make good
Balanceatthebeginningoftheyear 90 80
Liabilityincrease (decrease) in current year - 10
Balanceattheendoftheyear 90 90
Total provisions 108 90
Share Redemption Reserve
Balance atthe beginningoftheyear 162 161
Attributable to business combinations - -
Transferfrom retained earnings on share redemptions 2 1
Balanceattheendofyear 164 162

This reserve represents the amount of redeemable Preference Shares redeemed bythe credit union since 1stJuly 1999.
The Law requires that the redemption ofthe shares be made out of profits.

General Reserve for Credit Losses

Balance atthe beginningoftheyear - 1,032
Attributable to business combinations - -
Transfer (to) fromretained earnings - (1,032)

Balanceattheendofyear o -

This reserve recorded amounts set aside as a general provisionto comply with the Prudential Standards previously set
down by APRA. Thisisnolongerrequired due to a changeinthe Prudential Standards.
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22.

23.

Asset Revaluation Reserve 2023 2022

$’000 $’000
Balance atthe beginningoftheyear 3,526 2,115
Attributable to business combinations = -
Add:Land andbuilding revaluation - 1,753
Less:Land andbuilding sale (1,669) -
Add:TAS shares restated at FV - -
Add(Less): Cuscal sharesrestatedat FV 478 134
Less: CuscalsharesaleatFV - (4)
Less: Adjustments transferred to deferred tax liability 296 (472)
Balanceattheendofyear 2,631 3,526

This reserve relatesto unrealised gains onland and buildings at 27 Stewart Street, Wollongong NSW 2500 and 13 Aubum
Street, Wollongong NSW 2500 as well as shares held in Cus cal Limited and Transaction Solutions Limited.

Transfer of Business Reserve

Balanceatthebeginningoftheyear 8,487 8,487
Add:Businesscombinations during the year - -
Balanceattheendoftheyear 8,487 8,487

Retained Earnings

Retained Profits at the beginningof the finandal year 30,062 26,272
Add: operating profit forthe year 3,177 2,759
Add:transferof reserves fromreserve forcredit losses - 1,032
Add:transferof reserves fromasset revaluation reserve 1,253 -
Add:transfer of deferred taxliability fromsale of land and building 418 -
Less:transfer of reserves to capital account on redemption of shares (2) (1)
Retained Profits at the end of the Financial Year 34,908 30,062
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24.

Financial Risk Management Objectives and Policies

Introduction
The Board hasendorsed a policy of compliance and risk management to suit the risk profile of the credit union.

The creditunion’s risk management focuseson the major areasof market risk, credit riskand operational risk. Authority
flows from the Board of Directors to the Risk Committee which is integral to the management ofrisk. The following
diagram gives anoverview of the structure.

B

BOARD

ALCO [ AuDIT | RISK
COMMITTEE | COMMITTEE | COMMITTEE

INTERNAL
AUDITOR

The diagram shows the riskmanagement structure. The main elements of risk governance are as follows:

Board: Thisisthe primarygoverning body. It approves the level of risk which the credit unionis exposed to andthe
framework for reporting and mitigating those risks.

Risk Committee: Thisisakeybodyinthe control ofrisk. Itis comprised offour directors with the Chief Risk Officer, Chief
Executive Officer and other members of the Senior Management Team attending meetings as required. The committee
reviews risks and controls that mitigate risks including the identification, assessment and re porting of those risks. Regular
monitoringis carried out of operational reports and control assignments to confirm whether risks are within the parameters
outlined bythe Board.

The committee carries out a regular review of all operationalareasto ensure that operational risks are being properly
controlledandreported. Italso ensures that contingency plans are in place to achieve business continuityin the event of
serious disruptions to business operations.

The committee monitors compliance with the framework laid outinthe policyandreportsin turnto the Board, where
actual exposures to risks are measured against prescribed limits on a monthly basis.

Audit Committee: Its keyroleinrisk managementis the assessment ofthe controls thatare in place to mitigate risks.
The committee considers and confirms that the significant risks and controls are to be assessed within the internala udit
plan. The committee receives the internalaudit reports on assessment and compliance with the controls, and provides
feedback to the risk committee for their consideration.

Asset & Liability Committee (ALCO): This committee meets monthlyand hasresponsibility for managing interest rate
risk exposuresand ensuringthat the treasuryand finance functions adhere to exposure limits as outlinedin the policies.
The committee has the ability to make changes to fixed loan andtermdeposit rates, andto propose changesto variable
loanandvariable depositinterest rate changes to the Board. The scrutiny of market riskre ports is intended to prevent any
exposure breaches priorto reviewbythe Board.

Chief Risk Officer: This personhas responsibility for both liaisingwith the operational function to ensure timely
production of information for the riskcommittee and ensuring that instructions passed down fromthe Boardvia the Risk
Committee areimplemented.

Keyrisk management policiesencompassedinthe overall risk management framework indude:

-MarketRisk

- Liquidity Management
- CreditRisk

- Operational Risk

The creditunionhasundertaken the following strategies to minimise the risks arising from financial instruments.
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24. Financial Risk Management Objectives and Policies (Continued)

A.

Market Risk

The objective ofthe credit union’s market risk managementis to manage and control market risk exposures inorder
to optimiseriskandreturn.

Marketriskistheriskthat changesin interestrates, foreign exchange ratesor other prices and volatilities willhavean
adverse effect on the credit union's financial condition orresults. The credit unionis not exposed to currencyrisk, and
othersignificant price risk. The credit union does not trade inthe financial instruments itholds onits books. The
creditunionis exposed onlyto interestrate risk arisingfrom changesin marketinterest rates.

The management of market riskis the responsibility of ALCO, which re ports directly to the Board.
Interest rate risk

Interest rate risk is the risk of variability of the fair value of future cash flows arising from finandal instruments due to
the changes in interestrates. The credit union does not trade infinandal instruments.

Interest rate risk in the Statement of Financial Position

The creditunionis exposed to interest rate risk in its Statement of Finandal Position due to mismatches between the
repricingdates ofassets and liabilities. The interest rate risk onthe Statement of Financial Position is measured and
reportedto the ALCO and Board on a quarterly basis.

The mostcommoninterest rate risk the credit union faces arises fromfixed rate assets and liabilities. Thisexposesthe
creditunionto the risk of sensitivity should interest rates change.

The tablesetoutat Note 28 displays the period that each asset and liability will reprice as at the balance date. This
risk is not currently considered significant enough to warrant the use of derivatives to mitigate the exposure.

Method of managing risk
The credit union managesinterest rate riskbythe use ofinterest rate sensitivity analysis. The detail and assumptions
usedaresetoutbelow.

Interest rate sensitivity

The creditunion’s exposure to market risk is measured and monitored using interest rate sensitivity models. The
primary measure usedis Present Value of a Basis Point (PVBP), supplemented by Value at Risk (VaR) and Earnings at
Risk(EaR).

Sensitivity or Present Value of a Basis Point (PVBP) is a measure of the changein the presentvalue ofanassetor
liabilitydue to achangein interest rates of 1 basis point (bp). Thisimpactis extrapolatedto 200bp (2.0%)and
calculated as a percentage of capital. The 200bp parallelshiftis a widely used measure.

The policyof the credit unionis to maintaina balanced ‘onbook’ strategy by ensuring the gap between assets and
liabilitiesis not excessive. The PVBP to Capital limit (based ona 200bpsshiftininterest rates) hasbeen set bythe
Board at 6% of Capital. The credit unionuses onbalance sheet methods to maintain interest rate risk withinthe
acceptablerange.

Basedon the calculations asat 30 June 2023, a 200bp parallel downward shift would resultin a loss of 1.06% of capital
(2022: gainof 1.50%). The credit union therefore is exposed to interest rates decreasing and based on this measure
wouldlose 1.06% of capital ifinterest rates decrease 200bps.

Anindependentreviewof the interest rate risk profile is conducted by Protecht.ALM Pty Ltd, an independent risk
management consultant. The Board monitors these risks through the reports from Protecht.ALM Pty Ltd and other
management reports.

Liquidity Risk

Liquidityrisk is the riskthat the credit union may encounter difficulties raising funds to meet commitments associated
with financial instruments, e.g. borrowing re payments or member withdrawal demands. Itis the policy of the Board of
Directors that the credit union maintains adequate cash reserves and committed credit facilities soas to meet
member withdrawaldemands when requested.

The credit union managesliquidity risk by:

- Continuously monitoring actualdaily cash flows and longer term fore casted cash flows;

- Monitoring the maturity profiles of financial assets and liabilities;

- Maintaining adequate reserves, liquidity s upport fadlitiesand reserve borrowing facilities; and
- Monitoring the prudentialliquidity ratio daily.

The creditunionis a partyto the Credit Union Financial Support Scheme (CUFSS) and hasexecuted an Industry
Support Contract (ISC) with CUFSS. The purpose of the CUFSS scheme is to provide members with e mergency liquidity
supportinaccordance withthe terms of the ISC, a contract which has been certified by APRA andthe Banking Act.
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24. Financial Risk Management Objectives and Policies (Continued)

Liquidity Risk (Continued)

As a member of CUFSS, the credit union canaccess emergency liquidity funding via CUFSS drawinguponits available
member-contributed funding pool, plus additional voluntary liquidity s upport from members via funds from the
Reserve Bank of Australia inaccordance with the terms of a “Special Loan Facility”, as definedinthe ISC.

The credit unionis required to maintain atleast 9% of total adjusted liabilities as high quality liquid assets (HQLA)
capable of beingconverted to cash within 48 hours underthe APRA Prudential standards. The credit union policyis to
hold between 14 —17.25% Minimum Liquidity Holdings (MLH) to maintain adequate funds for meeting me mber
withdrawal requests and loan funding. The ratiois checked daily. Should the liquidity ratio move outside this range,
managementand Board are to address the matter byimplementing the necessary steps set outinthe policy, such as
reviewing current deposit rates offered forexample. Note 31 describes the borrowingfacilities as at the balance date.
These facilities are inaddition to the support from CUFSS.

The maturity profile of the financial liabilities, based onthe contractual repayment terms are set out inthe s pecific
Note 26. Liquidityinformation overthe pastyearissetout below:

HQLA 2023 2022
Holdings at30June $’000 $104,177 $95,910
Ratioat30June 16.43% 15.29%
Prescribed ratio 9.00% 9.00%
Average ratio forthe year 17.90% 16.42%
Minimum ratioduring the year 15.61% 15.19%

Credit Risk

Creditriskistheriskthat members, financial institutions and other counterparties will be unable to meet their
obligations to the credit union which mayresultin financial losses. Credit riskarises principally fromthe credit union’s

loanbookandinvestment assets.

Credit Risk — Loans

The analysis of the credit union’s loans by class, is as follows:

2023 2022

Carrying Max Carrying Max

value Commitments exposure value Commitments exposure

Loansto $’000 $’000 $’000 $’000 $’000 $’000
Mortgage 467,687 56,789 524,477 481,944 22,228 504,172
Personal 21,287 1,844 23,131 10.569 100 10,669
Credit cards 2,021 4,932 6,952 1,871 4,622 6,493
Overdrafts 3,790 1,049 4,839 4,261 5,844 10,105
Total to natural persons 494,785 64,614 559,399 498,645 32,794 531,439
Corporate borrowers 24,268 3,972 28,240 22,016 3,564 25,580
Total 519,053 68,586 587,639 520,661 36,358 557,019

Carryingvalueisthevalue onthe Statement of Financial Position. Maximum exposure is the value on the
Statement of Financial Position plus the undrawn facilities (Loans a pproved not advanced, redraw facilities; line of
creditfacilities; overdraft facilities; credit cards limits). The details are shownin Note 30.

All loans andfacilities are within Australia. A geographic distribution between the three main areas of lllawarra,
Shoalhaven & Bega Valleyregions is provided in Note 7c(ii).

The method of managing creditriskis by way of strict adherence to the credit assessment policies before the loan
is approved and close monitoringof defaults inthe repayment of loans thereafter on a weekly basis. The credit
risk policyhas beenendorsed bythe Boardto ensure that loans are only made to members that are creditworthy
and capable of meeting loan repayments.

The creditunionhasestablished policies overthe:

- Creditassessmentandapproval of loans and facilities covering acceptable risk assessment and security
requirements;

- Limits of acceptable exposure over the value to individual borrowers, non-mortgage securedloans,
commercial lending and concentrations to geographic and industry groups considered at high risk of default;

- Reassessing and review of the credit exposures onloans and fadilities;

- Establishing appropriate provisions to recognise the impairment ofloans and facilities;

- Debtrecoveryprocedures;and

- Reviewof compliance withthe above policies.

A regularreview of compliance is conducted as part of the internal audit scope.
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24. Financial Risk Management Objectives and Policies (Continued)

Past due and impaired

A financial asset is past due when the counterparty has failed to make a payment when contractuallydue. As an
example,a member entersintoa lending agreement with the credit unionthatrequires interestand a portion of
the prindpal to be paid every month. On the first day of the next month, if the agreed re payment amount has not
been paid, theloanis past due. Past due does not mean that the counterparty will never pay, butitcantrigger
various actions such as renegotiation, enforcement of covenants, or legal proceedings. Once the past due exceeds
90 days theloansis regarded as impaired, unless other factors indicate the impairment should be re cognised
sooner.

Dailyreports monitorthe loan repayments to detect delays in repayments and recoveryactionis undertaken after
7 days. Forloans where repayments are doubtful, external consultants may be engaged to conduct recovery
actiononcealoanisover90days inarrears. The exposure to lossesarise predominantlyin personal loans and
facilitiesnotsecured byregistered mortgagesoverrealestate.

If such evidence exists, the estimated recoverable amount of that asset is determined and anyimpairment loss,
basedonthenetpresentvalue offuture anticipated cash flows, is recognised inthe Statement of Profit or Loss
and Other Comprehensive Income. In estimating these cash flows, management makes judgements about the
counterparty’s financialsituationand the net realisable value ofanyunderlyingcollateral.

In addition to specific provisions against individually significant financial assets, the credit union makes collective
assessments for each financial asset portfolio segmented by similar risk characteristics.

Statement of Financial Position provisions are maintained at a level that management deems s ufficient to absorb
probableincurred losses inthe credit union’s loan portfolio from homogenous portfolios of assets and individually
identified loans.

A provision forincurredlossesis established on all past due loans after a s pecified period of re payment default
where itis probable that some of the capitalwill not be repaidorrecovered.

The provisions forimpairedand past due exposures relate to the loans to members. Pastduevalueisthe ‘on
Statement of Financial Position” loan balances which are past due by 90 days or more.

Detailsareassetoutin Note 8.

Bad debts

Amounts are written off when collection ofthe loanoradvanceis considered to be unlikely. All write offsareon a
case bycase basis, taking account of the exposure at the date of the write off.

On securedloans, the write off takes place on ultimate realisation of collateral value, or from claims onany
lenders mortgage insurance.

A reconciliationinthe movement ofboth past due andimpaired exposure provisions is providedin Note 8.

Collateral securing loans

A sizeable portfolio of the loan book is secured onresidential propertyin Australia. Therefore, the credit union is
exposed to risks should the property market be subject to a decline.

The risk of losses from the loans undertakenis primarily reduced by the nature and quality of the security taken.
Note 7b describes the nature and extent of the security held against loans as at balance date.

Concentration risk —individuals

Concentration risk is a measurement of the credit union’s exposure to anindividual counterparty (or groupof
related parties). Ifprudential limits are exceeded as a proportion ofthe credit union’s regulatory capital (10 per
cent) a large exposure is considered to exist. No capitalis requiredto be held against these but APRAmust be
informed. APRAmayimpose additional capital requirements ifit considers the aggregate exposure to all loans
overthe 10% capital benchmark, to be higherthan acceptable.

The creditunionholds nosignificant concentrations ofexposures to members. Concentration exposuresto
counterparties are closely monitored.
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24.

Financial Risk Management Objectives and Policies (Continued)

Concentration risk —industry

There is no concentration of credit risk with respect to loans and receivables as the credit unionhas a large
number of customers dispersed in areas ofemployment.

The creditunion’s foundation had a concentration of retail lending and deposits from mem bers who comprised
employees andfamilies oflocal coundls and Bluescope Steel for ex-Lysaght Credit Union (LCU) members. The
community basisfor whichthe credit union now relies upon membership means this small concentrationis
considered acceptable on the basis that the credit union wasoriginally formed to service these members, andthe
employment concentrationis not exclusive. Should members leave the industry, the loans continue and other
employment opportunitiesare available to the members to facilitate the repayment ofthe loans. The details of
the geographical concentrations are setoutin Note 7c.

Credit Risk — Liquid Investments

Creditriskistheriskthatthe other partyto a financial instrument will fail to discharge their obligation resultingin
the creditunionincurringa financial loss. This usually occurs when debtors failto settle their obligations owingto
the creditunion.

There is a concentration of credit risk with respect to investment re ceiva bles with the placement of investments
in Cuscal and other financial institutions. The credit policyis that investments are only made to institutions that
are creditworthy. Directors have established policiesthata maximum of 25% of capital can be invested with any
one financialinstitutionatatime. The four majorbanks can beinvested up to 50% and Cuscal 100% as a pproved
by APRA.

The risk of losses from the liquid investments undertaken is reduced by the nature and quality of the independent
rating ofthe investment body andthe limits to concentrationonone credit union. Also the relative size of the
creditunionas compared to the industryis relatively low such that the risk of loss is reduced.

Underthe Credit Union Financial Support Scheme (CUFSS), atleast 3.0% of the totalassets must beinvestedinan
approved mannerinorderforthe scheme to have adequate resources to meet its obligations if needed.

External Credit Assessment for Institution Investments

The creditunionusesthe ratings of reputable ratings agenciesto assess the credit quality of allinvestment
exposure, where applicable, using the credit quality assessment scale in APRA prudentialguidance APS 112. The
credit quality assessment scale withinthisstandard has been complied with.

The exposure valuesassodated with each credit quality step are as follows:

2023 2022

Carrying Past due Carrying Past due
Investments with value value Provision value value Provision
$’000 $’000 $’000 $’000 $’000 $’000
Government —rated AA-and above 11,500 - - 19,500 - -

Cuscal —rated A+ 17,969 - - 12,417 -
Banks —rated AA-and above 3,200 - - 47,800 - -
Banks —rated below AA- 75,741 - - 24,695 - -

Non-bank ADIs —rated below AA- 8,960 - - 2,991 -
Unrated institutions 3,005 - - 6,706 - -
Total 120,375 - - 114,109 - -

Capital Management

The capitallevels are prescribed by Australian Prudential Regulation Authority (APRA). Under the APRA prudential
standards, capital is determined inthree components being credit, market and operational risk. The market risk
componentis notrequiredasthe creditunionis notengagedina tradingbookfor financial instruments.

Capital resources
Tier 1 Capital

The vast majority of Tier 1 capital comprises retained profits, the asset revaluation reserve and other realised
reserves.

Tier 2 Capital

Tier2 capital consists of capital instruments that combine the features ofdebt and equityinthat they are structured
as debtinstruments, but exhibit some of the loss absorption and funding flexibility features of equity. Thereare a
number of criteria that capital instruments must meet forindusionin Tier 2 capital resources as set down by APRA.
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24. Financial Risk Management Objectives and Policies (Continued)

D. Capital Management (Continued)

Capitalin thecredit unionis made up as follows:

2023 2022
$’000 $’000
Tier1
Capital reserve 164 162
Assetrevaluation reserve 2,631 3,526
Business combination reserve 8,487 8,487
Retained earnings 34,844 29,980
46,126 42,155
Less prescribed deductions (2,150) (1,492)
Net Tier 1 capital 43,976 40,663
Tier 2
Reserve for credit losses - -
Less prescribed deductions - -
Net Tier 2 capital - R
Total Capital 43,976 40,663

The credit unionis required to maintain a minimum level of capitalrelative to risk weighted assets at any given time.

The risk weights attached to each assetare based onthe weights prescribed by APRAin APS112. The general rules
applythe riskweights accordingto the level of underlyingsecurity.

The capitalratioas atthe end of the financial year overthe past5yearsisas follows

2023 2022 2021 2020 2019
Basellll Basellll Basellll Basellll Basel lll
Capital Ratio 16.71% 14.92% 15.20% 14.02% 14.54%

The level of capital ratiocan be affected by growth inassets relative to growthinreserves and bychanges in the mix
of assets. Arevisedversionof APS110from 1January 2023 significantly shifted the |l evel of capital required to be
heldforcreditriskandaccounts forapproximately 1.18% of the increase for FY23.

To manage the credit union’s capital, the credit union reviews the ratiomonthly and monitors major movements in
the assetlevels. Policies have beenimplemented that require reporting to the Board andthe regulatorif the capital
ratio fallsbelow 15.25%. Additionally, a 5year projection of the capital levels is prepared annuallyto address how
strategic decisions ortrends mayimpact onthe capitallevel.

Pillar 2 Capital on Operational Risk

This capital component wasrevised on 1January2023 and coincided with changes in the asset risk weightings for
specified loans and liquid investments.

The credit unionusesthe Standardised approach whichis considered to be most suitable forits businessgiventhe
creditunion’s classification as a non-significant financialinstitution. The Operational Risk Ca pital Requirement is
calculated as 10% of the sumof the credit union’s Risk Weighted Assets (RWA).

Based on this approach, the credit union’s Operational Risk Capital Requirement as at 30 June 2023 was $23.931m
[2022: $29.738m].

Internal capital adequacy management

The creditunion managesits internal capitallevels for both current and future activitiesthrough a combination of
the various committees. The outputs of the individual committeesare reviewed bythe Boardinits capacityas the
primarygoverning body. The capital required foranychange inthe credit union’s forecasts for asset grow th, or
unforeseen circumstances, are assessed bythe Board. The forecast capital resource model is updated and the
impactuponthe overallcapital position ofthe credit unionis reassessed.
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25. Categories of Financial Instruments 2023 2022

$’000 $’000
a. The following information classifies the financial instruments into
measurement classes
Financial assets — carried at amortised cost
Cash andcash equivalents 6,846 5,993
Receivables 1,211 950
Receivablesfrom financial institutions 115,421 109,470
Loansto members 519,053 520,661
642,531 637,074
Assets carried at FVOCI 1,852 1,374
644,383 638,448
Financial Liabilities —carried at amortised cost
Borrowings 6,715 9,206
Creditors 850 1,009
Deposits from members 593,079 590,063
Members withdrawable shares 35 35
Leases 895 779
601,574 601,092
b. Assets measured at fairvalue
Fairvalue measurementatthe endofthe
reporting period using:
2023 2022
:gl;i;é(i:rllvestment securities designated Note Balance Level 1 Level 2 Level 3 Balance Level 1 Level 2 Level 3
Opening balance 1,374 - - 1,374 1,284 - - 1,284
me
Add: revaluation of TAS shares
Add(Less): revaluation of Cuscal shares 478 - - 478 (44) - - (44)
Closing balance 9 1,852 - - 1,852 1,374 - - 1,374

The fairvalue hierarchy has the following levels:

a. quotedprices (unadjustedinactive markets foridentical assets orliabilities (Level 1);

b. inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly(i.e.as prices)orindirectly(i.e. derived from prices) (Level 2); and

c. inputsfortheassetorliabilitythatare notbasedonobservable market data (unobservable inputs) (Level 3)

The level 3 equityinvestment securities designated as FVOCI relate to the shares in Cuscal Limited and Transaction
Solutions Limited.
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26.

Maturity Profile of Financial Assets and Liabilities

Monetaryassets and liabilities have differing maturity profilesdepending onthe contractualterm, andinthe case of loans,
the repaymentamountand frequency. The table below shows the period in which different monetary assets and liabilities
held will mature and be eligible for renegotiation or withdrawal. Inthe case of loans, the table shows the period over which
the principal outstandingwill be re paid based onthe remaining period to the repayment date assuming contractual
repayments are maintained. Forterm loans the belowdissectionis based upon contractual conditions ofeach loan being
strictly complied withandis subject to change inthe event that current re payment conditions are varied.

Within 1-3 3-12 1-5 After

2023 1 month months months years 5 years No maturity Total

$’000 $’000 $’000 $’000 $’000 $’000 $’000
Assets
Cash 5,673 - - - - 1,173 6,846
Receivables 1,211 - - - - - 1,211
Liquid investments 30,760 20,206 19,413 59,347 - - 129,726
Loans & advances 3,579 7,159 30,861 153,071 634,350 - 829,020
FVOCI equity investment - - - - - 1,852 1,852
Total financial assets 41,223 27,365 50,274 212,418 634,350 3,025 968,655
Liabilities
Borrowings - - 20 6,688 - - 6,708
Creditors 850 - - - - - 850
Leases 40 82 319 454 - - 895
Deposits from members —atcall 383,517 - 18 - - 35 383,570
Deposits from members —term 27,136 56,740 122,514 6,312 = = 212,702
On Statement of Financial Position 411,543 56,822 122,871 13,454 - 35 604,725
Undrawn commitments - - - - - 95,568 95,568
Total financial liabilities 411,543 56,822 122,871 13,454 - 95,603 700,293

Within 1-3 3-12 1-5 After

2022 1 month months months years 5 years No maturity Total

$’000 $’000 $’000 $'000 $’000 $’000 $°000
Assets
Cash 4,823 - - - - 1,170 5,993
Receivables 950 - - - - - 950
Liquid investments 32,607 10,010 35,136 37,898 - - 115,651
Loans & Advances 3,040 6,080 26,076 129,122 555,891 - 720,209
FVOCI equity investment - - - - - 1,374 1,374
Total financial assets 41,420 16,090 61,212 167,020 555,891 2,544 844,177
Liabilities
Borrowings - 8 2,500 6,708 - - 9,216
Creditors 1,009 - - - - - 1,009
Leases 34 69 282 394 - - 779
Deposits from members —atcall 424,569 - 10 - - 35 424,614
Deposits from members —term 28,585 54,730 81,161 1,661 - - 166,137
On Statement of Financial Position 454,197 54,807 83,953 8,763 - 35 601,755
Undrawn commitments - - - - - 40,051 40,051
Total financial liabilities 454,197 54,807 83,953 8,763 - 40,086 641,806
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27.

Financial Assets and Liabilities Maturing Within 12 Months

The table belowrepresents the above maturity profile summarised at discounted values. The contractual arrangements
bestrepresents the estimated minimumamount of repayment on the loans, liquid investments and on the member
deposits within 12 months. While the liquidinvestments and member deposits are presentedin the table below ona
contractual basis, as part of our normal banking operations, we would expect a large proportion of these balances to roll
over. Loan repayments are generally accelerated by members choosing to repayloans eardier. These advance
repayments are at the discretion of the members and not able to be reliably estimated.

2023 2022
Within After Within After
12 months 12 months Total| 12 months 12 months Total
$’000 $’000 $’000 $’000 $’000 $’000
Financial assets
Cash 6,846 - 6,846 5,993 - 5,993
Liquid investments 63,626 51,075 114,701 72,487 36,800 109,287
Loans & advances 24,305 494,748 519,053 25,884 494,778 520,662
Receivables 1,931 - 1,931 1,133 - 1,133
FVOCI equity investments 1,852 - 1,852 1,374 - 1,374
Total financial assets 98,560 545,823 644,383 106,871 531,578 638,449
Financial liabilities
Borrowings 6,688 - 6,688 9,188 - 9,188
Deposits from members —at call 383,535 - 383,535 424,579 - 424,579
Deposits from members —term 203,682 5,889 209,571 163,883 1,619 165,502
Creditors 850 - 850 1,009 - 1,009
Leases 441 454 895 385 394 779
Total financial liabilities 595,196 6,343 601,539 599,044 2,013 601,057
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28.

Interest Rate Change Profile of Financial Assets and Liabilities

Finandal assets and liabilities have conditions, which allow interest rates to be amended either on maturity (term deposits
and term investments) or after adequate notice is given (loans and savings). The table below shows the respective value of
funds whereinterest rates are capable of being altered within the prescribed time bands, beingthe earlier of the contractual

repricingdate, or maturity date.

2023

Assets

Cash and cash equivalents
Receivables

Liquid investments

Loans and advances

FVOCI equity investments

On Statement of Financial Position
Undrawn commitments

Total financial assets

Liabilities

Borrowings

Creditors

Leases

Deposits from members —at call
Deposits from members —term

On Statement of Financial Position
Undrawn commitments

Total financial liabilities

2022

Assets

Cash and cash equivalents
Receivables

Liquid investments

Loans and advances

FVOCI equity investments

On Statement of Financial Position
Undrawn commitments

Total financial assets

Liabilities

Borrowings

Creditors

Leases

Deposits from members —at call
Deposits from members —term

On Statement of Financial Position
Undrawn commitments

Total financial liabilities

Within 1-3 3-12 1-5 Non-interest

1 month months months years bearing Total
$000 $000 $000 $000 $’000 $’000
5,673 - - - 1,173 6,846

- - - - 1,211 1,211

58,305 52,760 3,001 7,028 - 121,094
193,404 28,087 146,846 150,716 - 519,053
- - - - 1,852 1,852
257,382 80,847 149,847 157,744 4,236 650,056
- - - - 92,568 92,568
257,382 80,847 149,847 157,744 96,804 742,624
- - 6,688 - - 6,688

- - - - 850 850

40 82 319 454 - 895
383,517 - 18 - 35 383,570
27,112 56,469 119,993 5,984 - 209,558
410,669 56,551 127,018 6,438 885 601,561
- - - - 3,000 3,000
410,669 56,551 127,018 6,438 3,885 604,561

Within 1-3 3-12 1-5 Non-interest

1 month months months years bearing Total
$000 $'000 $'000 $’000 $’000 $’000
4,823 - - - 1,170 5,993

- - - - 950 950

53,438 41,304 9,519 10,032 - 114,293
162,478 18,542 99,908 239,734 - 520,662
. - - - 1,374 1,374
220,739 59,846 109,427 249,766 3,494 643,272
- - - - 37,051 37,051
220,739 59,846 109,427 249,766 40,545 680,323
- 2,500 - 6,688 - 9,188

- - - - 1,009 1,009

34 69 282 394 - 779
424,569 - 10 - 35 424,614
28,583 54,682 80,604 1,622 - 165,491
453,186 57,251 80,896 8,704 1,044 601,081
- - - - 3,000 3,000
453,186 57,251 80,896 8,704 4,044 604,081
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29.

Net Fair Value of Financial Assets and Liabilities

Fairvalue has beendetermined onthe basisof the present value of expected future cash flows underthe termsand
conditions of each financialasset and financial liability.

Significant assumptions used in determining the cash flows are that the cash flows will be consistent with the contracted cash
flows under the respective contracts.

The informationis onlyrelevant to circumstances at balance date and willvary depending onthe contractualrates applied to
each assetand liability, relative to market rates and conditions atthe time. No assets held are regularlytraded bythe cre dit
unionandthereis no active market to assessthe value of the finandal assets and liabilities. The values reported have not
been adjusted forthe changes in credit ratings of the assets. Disclosure offairvalueis notrequired when the carrying
amountis a reasonable approximation of fairvalue.

The calculation reflects the interest rate a pplicable for the remainingterm to maturity not the rate applicable to original term.

2023 2022
Fair Carrying Fair Carrying

Value Amount Variance Value Amount Variance
Financial Assets $’000 $’000 $’000 $'000 $'000 $'000
Cash and cash equivalents 6,846 6,846 - 5,993 5,993
Receivables * 1,931 1,931 - 1,133 1,133 -
Advances to other financial institutions 112,963 114,701 (1,738) 109,358 109,287 71
Loans to members 520,389 518,374 2,015 520,518 520,328 190
FVOCI equity investments 1,852 1,852 - 1,374 1,374 -
Total financial assets 643,981 643,704 277 638,376 638,115 261
Financial Liabilities
Borrowings 5,777 6,688 (911) 9,188 9,188
Payables * 5,761 5,761 - 3,202 3,202
Deposits from members —at call 383,552 383,552 - 424,604 424,604 -
Deposits from members —term 205,193 206,687 (1,494) 163,745 165,224 (1,479)
Total financial liabilities 600,283 602,688 (2,405) 600,739 602,218 (1,479)

* For these assets and liabilities the carrying value approximates fair value.

Assets where the net fairvalue is lower than the book value have not been writtendowninthe accounts of the creditunionon
the basisthattheyareto be heldto maturity, orinthe case of loans, allamounts due are expected to be recoveredin full.

The fairvalue estimateswere determined by the following methodologies and assumptions:
Liquid Assets and Receivables from other Financial Institutions

The carryingvalues of cash and liquid assets and receivablesdue from other financialinstitutions redeemable within 12 months
approximate theirnetfairvalue astheyareshortterminnature orarereceivable ondemand.

Loans, Advances

The carryingvalue of loans andadvancesis net ofunearnedincome and both general and specific provisions for doubtful
debts.

Forvariable rateloans (excluding impairedloans) the amount showninthe Statement of Financial Position is considered to be
a reasonableestimate of net fairvalue. The net fairvalue for fixed rate loans is calculated by utilising discounted cash flow
models (i.e. the net present value of the portfolio future prindpal andinterest cash flows), based onth e period to maturity of
the loans. The discount rates applied were based onthe current applicable rate offered for the average remaining term ofthe
portfolio.

The netfairvalue of impaired loans wascalculated by discounting expected cash flows using a rate, which indudes a premium
forthe uncertainty of the flows.

Deposits From Members

The fairvalue of call and variable rate deposits, and fixed rate deposits re pricing within 12 months, is the amount shown in
the Statement of Financial Position. Discounted cash flows were used to calculate the net fair value of othertermdeposits,
baseduponthe deposittype and the rate applicable to its related period of maturity.

Short Term Borrowings

The netfairvalue of payables due to other financialinstitutions, which consists entirely of the RBATFFborrowing, is based
upon a borrowing rate applicable to its related period of maturity on normal commercial rate.
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30.

31.

32.

Financial Commitments

Outstanding Loan commitments

Loansapproved butnotfundedasat30June

Loan Redraw Facility

Facilities available as at 30 June

Undrawn Loan Facilities

Loan fadlitiesavailable to members for overdrafts and line of credit
loans are as follows:

Total value of facilities approved

Less: Amountadvanced

Net undrawn value

These commitments are contingent on members maintaining credit
standards and ongoingrepayment terms onamounts drawn.

Total financial commitments

Computer Software Expense Commitments

The costs committed underthe current Ultradata and TAS contracts are
as follows:

Notlaterthan 1year

Laterthanlyearbutnot2years

Laterthan2yearsbutnot5years

Standby Borrowing Facilities

Committed facilities

Cuscal Limited overdraft facility
Currentborrowing

Total Standby borrowing facilities available

Cuscal Limited holds a term deposit as security against overdraft
amounts drawn

Contingent Liabilities

Liquidity Support Scheme

2023 2022
$’000 $’000
13,042 15,010
62,606 8,345
23,017 20,119
(6,097) (6,423)
16,920 13,696
92,568 37,051

371 1,289

- 324

371 1,613
3,000 3,000
3,000 3,000

The creditunionis a partyto the Credit Union Financial Support Scheme Limited (CUFSS) and hasexecuted an industry
Support Contract (ISC) with CUFSS. The purpose of the CUFSS scheme is to provide members with emergency liquidity

supportinaccordance withthe terms of the ISC, a contract which has been certified by APRA underthe BankingAct.

As a member of CUFSS, the credit union maybe called upon by CUFSS to contribute to emergency liquidityloans forone or
more other CUFSS members. Shouldthe credit union be required to contribute funding, any such liquidityloans would be
structuredand pricedinaccordance with normal commercial terms, as determined by CUFSS. The total amount of funding
thatthe credit union could be requiredto provide to other members cannot exceed in aggregate, 3% of Horizon’s assets

capped at $100 million.
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33. Disclosures on Directors and other Key Management Personnel

a.

Remuneration of Key Management Persons (KMP)

Key management persons are those persons havingauthorityand responsibility for planning, directing and
controllingthe activitiesof the credit union, directly orindirectly, including any director (whether executive or

otherwise)of thatentity. Controlis the powerto governthe financialand operatingpolicies ofanentitysoasto

obtainbenefits fromits activities.

Key management persons comprise the directors and the senior managers who are responsible forthe day to
dayfinancialand operational management of the credit union.

The aggregate compensation of KMP during the year comprisingamounts paid or payable or provided for, was as

follows:

(a) short-termemployee benefits;

(b) post-employment benefits - superannuation
contributions

other long-term benefits —net
(decrease)/increasesinlong service leave
provision and retirement gifts

(d) termination benefits

(e) share-based payment

(c

Total KMP compensation

2023 2022
. Other X Other

Directors KMP Total Directors KMP Total
$’000 $’000 $’000 $’000 $’000 $’000
177 1,185 1,362 182 1,604 1,786

47 153 200 48 166 214
- 46 46 - (77) (77)

224 1,384 1,608 230 1,693 1,923

In the above table, remuneration shown as short term benefits means (where a pplicable) wages, salaries, directors
fees, paid annual and sick leave, profit-sharing and bonuses, value of fringe benefits received, but excludes out of

pocketexpense reimbursements.

All remuneration to directors was approved by the members at the previous Annual General Meeting of the credit

union.
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33. Disclosures on Directors and other Key Management Personnel (Continued)

b.

Loans to Directors and other Key Management Persons

The credit union’s policy for lending to directors and management is that all loans are approved and deposits
acceptedon the same terms and conditions that a pplied to members for each class ofloanand deposit.

There arenoloans thatareimpaired inrelation to the loans balances of directors or other KMP.

There are nobenefits or concessional terms and conditions applicable to the close family me mbers of the KMP.
There arenoloans thatareimpaired inrelationto the loan balanceswith close family relatives of directors and
other KMP.

The details of transactions during the year are as follows:

2023 2022

Mortgage T;:; Credit | Mortgage T;:; Credit
Secured Cards Secured Cards

loans loans
$’000 $’000 $’000 $’000 $’000 $’000
Funds available to be drawn 325 o 81 420 - 47
Balance 3,366 = 29 3,053 - 44
Amounts disbursed or facilities increased in the year = - 87 - - 142
Interest and other revenue earned 88 - - 71 - -
2023 2022
$’000 $’000

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

Total value ofterm and savings deposits of KMP 1,891 2,478

Total interest paid on deposits to KMP 26 15

The credit union’s policy for receiving deposits from KMP is that alltransactions are accepted onthe same terms and
conditions that apply to members.

Transactions with Other Related Parties

Othertransactions between related parties include deposits from director related entities or close family members
of directors and other KMP. The credit union’s policy for receivingdeposits from related parties is that all
transactions are approved and deposits accepted onthe same terms and conditions that applied to members for
each type ofdeposit.

An amount of $96k was paidto a company partlyowned by a close familymember of a KMP forthe purposes of
leasing a property. This lease hasbeeninplace since 14 November 2005, beingpriorto the relevant party becoming
a KMP and was renewed on 15 November 2017 on a normal arms-length commercialbasisbyreference to market
rentals atthe time.

The lease was exercised on 15 November 2021 is in place until 14 Nove mber 2025, having a future financial
commitment of $245k and is indudedin Note 13.

There are noother service contracts to which key management persons or their close familymembersarean
interested party.
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34. Economic Dependency
The creditunionhas aneconomicdependencyon the followingsuppliers of services:
a. Cuscal Limited

Cuscal Limitedis an Approved Deposit TakingInstitution registered under the Corporations Act 2001 (Cwlth) and the
Banking Act. This entity:

(i) provides thelicense rights to VisaCard and settlement with otherinstitutions for ATM, Visa card, Pays
products, New Payments Platform, cheque transactions and fraud monitoringon cards as wellas the
production of Visacards for use by members;

(i) operatesthe switching network used to link Visacards and Pays products operated through ATMs and POS
facilitiesto the credit union’s IT systems.

(iii) provides settlement and clearance facilities to the credit union.

b. Ultradata Australia Pty Limited

Ultradata Australia Pty Limited providesand maintains the banking s oftware utilised by the credit union.

c Transaction Solutions Limited (TAS)

Transaction Solutions Limited provides IT facilities management servicesto the credit union. The creditunionhasa
management contract with TAS to receive computer support services to meet the day-to-day needs ofthe credit
unionand ensure compliance with the relevant Prudential Standards.

35. Segmental Reporting

The credit union operates exclusivelyin the retail financial services industry within Australia.

36. Superannuation Liabilities

The credit union contributes primarilyto the NGS Super Planforthe purpose of Superannuation Guarantee payments and
payment of other superannuation benefits on behalf of employees, however many employeeshave chosen alternative
funds as entitled to through super choice. Independent Corporate Trustee administer each ofthese plans.

The creditunionhasno interestinanyof these superannuation plans (otherthan as a contributor)andis notliable forthe
performance northe obligations of the plans.

37. Events Occurring after the Reporting Period

There are noevents occurring after the re porting period that materiallyimpact the finandal statements measurement of
assets andliabilities.

47



38.

39.

Notes to Statement of Cash Flows

a. Reconciliation of Cash and cash equivalents

Cash includes cash onhand, and deposits at call with other finandal
institutions and comprises:

Cashonhandandatbank
Depositsatcall
Total Cash and cash equivalents

b. Reconciliation of cash from operations to accounting profit

The netcash increase from operating activities is reconciled to the
operatingprofitaftertax

Operating profit afterincome tax

Non cash flows
Depreciation

Amortisation ofintangibles
Loss onsale of assets
Profiton sale of assets
Profiton sale of investments

Add changes in assets and liabilities
Increasein provision forloans

Increase in other provisions

Increasein GSTand other taxliabilities

Increase in provision forincome tax

Increasein interest payable

Increasein lease liabilities

Increasein deferredtaxliability

Increasein member deposits and shares
Decreasein deferredtaxasset

Decreasein sundry debtors and other receivables
Decrease in effective rate adjustments
Decreasein right of use assets

Decreasein member|oans

Decreasein receivablesfrom other financial i nstitutions

Less changes in assets and liabilities
Decreasein GSTand other taxliabilities
Decrease in employee entittements

Decreasein accrued expenses

Decreasein unamortised fixed rate loan renegotiation fees
Decreasein interest payable

Decreasein lease liabilities

Decrease in effective rate adjustments

Increase in prepayments

Increasein sundry debtors and other receivables
Increasein investments

Increasein interest receivable

Increasein right of use assets

Increase in member loans

Increase in receiva blesfrom financial institutions
Net cash from operating activities

Corporate Information

2023 2022
$’000 $’000
1,841 1,288
5,005 4,705
6,846 5,993
3,177 2,759
282 290
73 101

7 -

- (116)

= (5)

329 324
18 10

11 -

10 108
2,614 -
116 -
9% 509
412 54,473

- 78

- 18

29 14

- 15
1,608 -
= 8,884

- (2)

(12) (186)
(159) (582)
(11) (34)

- (189)

= (33)

(41) -

- (24)
(266) (417)
- (90)
(537) (69)
(132) -

- (71,051)
(5,414) -
(2,210) (5,215)

The creditunionis a companylimited by shares, and is registered under the Corporations Act 2001.

The address ofthe registered office and main place of business is 27 Stewart Street, Wollongong NSW.

The nature of the operations and its principal activities are the provision of deposit taking facilitiesand loan fadilitiesto the

members of the credit union.
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Administration

Horizon Credit Union Ltd ABN 66 087 650 173
AFSL & Australian credit licence number 240573
trading as Horizon Bank

27 stewart Street, Wollongong NSW 2500

(02) 4224 7700

Horizon
Bank




