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South West Credit is Warrnambool’s true local Bank.
It is part of the Customer Owned Banking Association (COBA), offering a competitive banking option for locals. With
outstanding customer service and an ethos that is committed to the local community.
South West Credit was formed in 1964 to meet the financial needs of the community and has grown over time to offer
the same high-quality banking products and services as its larger national competitors.
South West Credit is regulated in exactly the same way as publicly-listed banks, as it is an Authorised Deposit-taking
Institution (ADI). South West Credit must meet the same strict, legally-enforceable standards under the Banking Act,
with strict oversight by the Australian Prudential Regulation Authority (APRA).
Each customer is a shareholder and owner of the bank, this means the customer is at the forefront of every decision
that is made. This provides a better banking model than other larger national banks, because the customer comes first,
there is no pressure to take risks to maximise returns for shareholders.
South West Credit is located in the heart of the coastal city of Warrnambool, it has more than 13,000 clients. It is
steered by a Board of Directors, made up of a team of dedicated community member’s, carefully selected for their skill
in the areas of finance, accounting, human resources, administration and community representation.

Chair

Jennifer Waterhouse

Vice Chair
Steven Kearns

Directors

Gary Parsons | Michael Beks | Robert Lane | Lex McDowell | Matt Northeast

Chief Executive Officer
David Brown

Registered Office

117 Lava Street, Warrnambool, Victoria, 3280
Telephone 03 5560 3900
Facsimile 03 5562 8195
AFSL / Australian Credit Licence Number 241 258
ABN 44 087 651 705

Auditors

Crowe Melbourne
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Chair’s Report
Chair: Jennifer Waterhouse

It is with pleasure that l present this report to our members
on the activities of your local Bank, for the 2020-21 financial
year.

The industry overall has faced many challenges over
the past year including ever increasing regulatory and
compliance requirements.

This past year has seen many challenges both locally and
globally due to the ongoing COVID-19 Pandemic. With record
low cash rates and the uncertainty of Covid-19, our business
continues to successfully adapt to the changing economic
environment. We are yet to see the full impact on the
Australian Economy and anticipate another challenging year
ahead.

Financial Overview

Despite the current climate, South West Credit has continued
to grow and invest in a strategic direction that will deliver a
sustainable future for your Credit Union.
Banking behaviours have changed, with many businesses
moving to a cashless business model. Our electronic banking
channels provided many options for our customers throughout
recent restrictions set by the Victorian Government. Our
customers made a seamless transition to contactless banking
channels, like our Internet Banking, digital Banking App and
Visa Debit Card. The move to a cashless society has been fasttracked due to COVID-19, clearly shown with our traditional
face to face teller transactions continuing to reduce.
We have invested in our people, to upskill their systems and
product knowledge, to be able to serve our customers even
better. Our personal approach is a strong constant that sets
us apart from our competitors. South West Credit is a trusted
financial institution amongst the local community.
We continue to invest in banking technology, with Open
Banking being one of the biggest changes for customers
in quite some time. This technology is set to provide more
competition and a better result for banking customers.
Cyber security and risk proofing our business and customer
privacy has been a major focus, as you would expect from the
organisation you entrust with your financial affairs.
The Board is very confident that we have a Risk Management
strategy that overlays all aspects of our business ensuring the
needs of our members remain our number one priority.
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The financial year ended with a profit after tax of $352,722.
In a difficult economic climate and low interest rate
environment, the year-end result is considered as being
acceptable for South West Credit and is significantly
higher than last year’s result ($160,224), with the market
conditions a constant challenge with record low interest
rates.
The key prudential ratios relating to Capital Adequacy
and Liquidity have been well managed, remaining strong
and above the prescribed regulatory requirements for
financial institutions.
Whilst the year has certainly been a challenge, it is pleasing
to see the continuing trend of overall business strength. l
am very pleased to report our total asset base now stands
at $202 million exclusive of off balance sheet loans ($163
million 2020). Our net asset base of $12 million indicates
a strong member support base.

People & Culture
As has been reported in past years, South West Credit
has been active in our culture program to build a
positive working environment and member engagement
program. We are committed to continuing and building
on the valuable work in this area, by acknowledging that
the strength of any organisation is its people and the
leadership of a dynamic and harmonious Management
team.
We embarked on a number of structural changes within
the organisation throughout the year. A number of these
changes have been driven by the change in banking
behaviour of our members, as they migrate to cashless
digital channels. Investment of new products and

technology upgrades to enhance the banking services also
continued throughout the year.
On behalf of the members and Board a big thank you to all
employees who continue to strive to deliver the best possible
customer experience for all members.

Team at the Top
Successful businesses are all driven by capable and
enthusiastic people with an extensive knowledge of the
challenging and ever-changing operating environment
around them. Our Management team are a driving force in
the development of our business and the relevant products
and services that benefit our members.
In acknowledging our leadership team led by, Chief
Executive Officer David Brown, Chief Financial Officer
Ravi Ganeshalingam, Member Experience Manager Helen
Boyd, Risk & Compliance Manager Kylie Brookes, and the
department managers who provide invaluable and reliable
assistance, l would like to say thank you.
The Board is reliant on receiving well-prepared information
to deliver sound decisions from the Board table, as well
as setting the vision and strategic direction, which is then
implemented down the line. The close working relationship
between the Board and Management has enabled the
organisation to set a strong and clear direction for the
future, ensuring our members best needs are always our
first priority.

Your Board at Work
Quality Board Governance and Risk Culture have never been
more essential in the positive performance of Boards.
I can assure all members that your interests are at the
forefront of all decisions made by the Board and that the
Board is focused on ensuring South West Credit remains a
relevant and secure financial service provider for members.
The heightened responsibility of a Director continues to

increase and strong working relationships around the Board
table, deliver constructive debate and decision-making. Your
Directors are committed to continual renewal and personal
development aligned to a regular Director Training program.
Directors are also engaging with the Australian Institute of
Company Director (AICD) course to further their skills and
Director duties.
I can confidently advise that each Director continually
strives to meet and exceed all expectations placed on the
role and that each Director is suitably skilled and informed
to represent our members.

Future Challenges
The future as reflected in previous years will also be full
of new and old challenges. Regulatory and compliance
requirements that continue to derive from the Banking Royal
Commission will impact on activities around governance
and ethical practices. The ability to adapt and perform well
across a number of areas will continue, particularly around
changes and expectations of information technology needs
and the ever-constant challenge around low interest rate
margin and cost consolidation will live on.
The changing financial sector will once again challenge South
West Credit but l am confident we have positioned ourselves
to deliver our long-term strategies as we move forward.
We will continue to deliver modern banking services for
members and seek new initiatives and opportunities to
build the business that will enhance our member offering.
I would like to express my gratitude to our loyal members
for their never ending support. South West Credit is built on
delivering reliable and secure financial services and to be a
meaningful employer and an engaged community supporter.
Your Credit Union is a truly local bank committed to providing
you with innovative and relevant banking services, always
putting members before profit.

Jenny Waterhouse
Chair of the Board of Directors
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in 2020/21

$188 MILLION

$27 MILLION

IN RETAIL DEPOSITS

APPROVED IN LOAN
APPLICATIONS

1.4 MILLION
CARD TRANSACTIONS
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:

747

$28,006

NEW SAVINGS
ACCOUNTS OPENED

IN GRANTS & DONATIONS
TO THE COMMUNITY

25%

$200,000

DEPOSIT GROWTH OF 25% IN
CAPITAL INVESTMENT IN DIGITAL
RETAIL DEPOSITS DEMONSTRATES TECHNOLOGY $200,000 ($154,000
CONFIDENCE IN THE LOCAL BANK.
IN 2020)
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Five-Year Performance Highlights
Liquidity - Ratio

Capital Adequacy Ratio
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The Liquidity ratio measures the strength of high liquid
cash reserves to meet all expected cash outflows. With
the COVID 19 environment and increasing saving trends
amongst our customers, the ratio depicts this increasing
trend.

Risk management and capital strength are critical
priorities. SWC has maintained a constant strong capital
position in the current challenging environment and
regulatory requirements. The ratio is driven by ratio of
reserves to risk weighted assets, showing the capital
strength of the Credit Union.

Total Deposits Trend Over 5 Years

Loan Portfolio Over 5 Years

$190

$182

$104.9
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Deposit Growth of 25% is well above the industry
average growth of 7.1%. The growth is proportionate
to the interest rate volatility in the market and funding
requirements and increasing savings trend.
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The loan portfolio has declined 13% and reflects the
highly competitive lending markets and the current
lower interest rate environment.

Net Assets/Net Worth Growth
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$12.0

$12.0
$11.5

$11.5

$250
$201.9

$200

$11.3

$157.5

$150

$10.9

$11.0

$10.5

$100

$10.0

$50

2017

$138.9
$122.6

$10.7

$9. 5

$163.1

2018

2019

Net Assets/Net Worth

2020

2021

Net assets have continued to grow in the last five years
(12%) from $10.7million to $12.0 million.

$0

2017

Total Assets
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Total asset grew by 65% in the last five years. From $123
million to $202 million in 2021. The current increase
aligned to the strategic plan 2021/2024 with planned
loan and deposit management.

Net Interest Income
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Net Interest Income
Net Interest Income has been maintained with prudent
financial management in the lower interest rate
environment.
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Highlights & Achievements
People & Culture

Investment In Technology

The past year has demonstrated the outstanding resilience of the
South West Credit team. The COVID-19 pandemic threw many
challenges at staff, however each time they rose above and adapted
to the necessary changes to ensure member service was delivered
safely and efficiently.

Investing in technology is a strong constant in
our sector, with regulatory updates, banking
system updates and new product installations
ongoing.

The pandemic fast-tracked our move to a ‘self-service’ banking
model and it has brought all banks closer than ever to operating in a
cashless society.
Whilst we understand some customers may view this change
negatively, it has in fact allowed us to focus on a wider range of our
customers, in a more deliberate and proactive way to ensure we are
meeting more customer’s needs not just those that visit the premises.
This change has seen great benefits for many of our customers.
We now have iPad stations for customers to come in and do their
banking on, or to apply for products and services online. Account
opening and loan interviews can now be achieved electronically via
video with our staff, as more people in our community are working
from home and find this easier than coming into the branch.
During the year we celebrated some significant staff service milestone:
Kylie Brookes 30 years, Helen Boyd 25 years, Susan Wombwell 10
years, Carly Boyd 5 years and Kelly Teo 5 years. We also celebrated
two significant Director Service milestones, with Gary Parsons
achieving 25 years and Robert Lane 15 years with South West Credit.
We thank all of the above staff and directors for their significant
contribution to South West Credit.

Alan O’Connor Memorial Award
The Alan O’Connor Memorial Award is an acknowledgement for
outstanding performance by a staff member. It is awarded to the staff
member(s) who most consistently demonstrates South West Credit
values.
In 2020, amid the COVID-19 pandemic when every member of staff
met the aforementioned criteria, the award was presented to all staff
at South West Credit in recognition of their achievements through
the year. The prize money attached to the Award was donated on
behalf of all the staff members to The Gillin Boy’s Foundation for
Muscular Dystrophy Awareness.
The winner(s) for 2021 will be announced at this year’s Annual
General Meeting.
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Regulatory changes alone, is a significant cost
to our business, both in monetary terms and
resources, to ensure we remain compliant at
all times.
One of the biggest investments we are
currently making is in Open Banking. Open
Banking will allow you to share your banking
data with third parties that have been
accredited by the ACCC. We are currently
working with the ACCC and testing provider
to achieve our accreditation as a data holder.
Once complete it will allow you to obtain
better-suited banking products and switch
banks more easily.
Over the course of the next year, we will see a
number of regulatory changes that will need to
be implemented, following recommendations
from the Financial Services Royal Commission.
Behind the scenes we have carried out a
number of upgrades to our system. We
have upgraded our servers and migrated
to the cloud which has provided many
security benefits. We have continued to
carry out necessary product upgrades, plus
APRA Prudential Standards and Compliance
Requirements updates.

Corporate Social Responsibility
Our commitment to our community:
We are committed to the people and spirit that forms
our community. We work hard to support everyday
people and grass roots groups.
We seek to form true partnerships and use our
network to connect others for the betterment of
all. As a local business, we are a reflection of those
around us, helping support the place we call home
with monetary and in-kind support that makes a
difference.
Our Commitment to Customers:
We are committed to helping our customers realise
their dreams for the future.

Marketing & Communications
Communication was a major focus for 2020/21 amid the
COVID-19 pandemic, as we all adjusted to restrictions and
the new world of lockdowns.
South West Credits’ size and location has been a great strength
during the pandemic. Being truly local and operating solely
in Warrnambool, meant we were not as severely impacted
like many larger banks that faced challenges with overseas
call centres closing and loan application assessments blowing
out. South West Credit was able to continue its loan approval
turnaround in just 48 hours and customers were able to have
their calls answered in minutes as they have always done.
The past twelve months has seen our staff engaging with our
customers more through our ‘keeping in touch’ call program.
This program has had great results keeping the lines of
communication open with our customers and ensuring all
banking needs are being met.
As a community Credit Union we have continued to develop
our relationships with similar community organisations to
offer them specialised Workplace Packages for their staff.
Our involvement with the Healthy Moves Program has
continued, building our brand awareness in younger
generations. Our School Breakfast Program’s also continued
at many local primary schools.
Whilst our ‘hands-on’ involvement in the community has been
limited throughout 2020/21, South West Credit continued its
strong community support, continuing to provide support
to local clubs, schools and sporting organisations, who have
had to cancel their events. As a community Credit Union,
we strive to help people in the south-west and ensure that
the community is aware of the benefits of banking with
South West Credit. Major sponsorships for the year were the
Healthy Moves Program, Warrnambool & District Umpires
Association, Brophy Family & Youth Services, Rotary Club of
Warrnambool, and Warrnambool & District Football Netball
League.
The South West Credit Community @ Heart Program also
provided support to a variety of community organisations
including the Warrnambool Men’s Shed, Lifeline, and
Standing Tall in Warrnambool.

We strive to understand their current and future
needs to assist in improving financial well-being; we
request feedback and seek to offer exceptional service
at every touch point. We are genuine in our approach
to ensure our customers are valued and truly matter.
Our Commitment to Our Team:
We are committed to providing a supportive, safe
and respectful work environment where learning and
development opportunities are embraced.
Our employment conditions and benefits are
designed to attract good people, build our experience
and knowledge base and provide opportunities for
our team to develop their skills and careers. We
commit to maintaining high standards in the areas of
equal employment opportunities, diversity, employee
satisfaction, recruitment and retention, training,
health and wellbeing strategies and remuneration.
Our goal to be an employer of choice in our local
community.
Our Commitment to Sustainability:
South West Credit is committed to making a
positive impact for a more sustainable future and
demonstrates what it means to care about people
and place, through actions that reflect our mutual
ethos.
We seek to continuously grow our knowledge, inspire
others and share our progress in addressing the
environmental, social and economic challenges that
are most important to our people, customers and
community.
Our commitment to Corporate Governance:
We are committed to maintaining a transparent
and accountable approach to corporate governance
across all areas of our organisation. This is supported
through robust governance frameworks in the areas
of Risk, Compliance and Finance.
We are dedicated to conducting business in strict
compliance with applicable laws and with the highest
standards of personal and corporate integrity. These
standards are defined in the Customer Owned
Banking Code of Practice (available on our website).
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Directors’ Report
Your Directors present their report for the year ended 30th June, 2021.

Directors

The names and qualifications of Directors in office at any time during or since the end of the year are:

Jennifer Waterhouse [Chair] Steven Kearns [Vice-Chair]

Garry Parsons

Robert Lane
Business Advisor and
Certified Practicing
Accountant. Director of SED
Partners Pty Ltd. Chair of
Governance, Nomination,
Remuneration, and the
Risk and Compliance
Committees. Board
member since 2005.

Chartered Accountant.
Member of the
Governance, Nomination,
Remuneration Committees
(from November 2018).
Board member since 2013

Manager Customer
Relations and Development
Services Wannon Water,
Member of the Risk and
Compliance Governance,
Nomination, and
Remuneration committees.
Board member since
August 2019.

Retired Marketing and
Business Managing
Director RPM		
Agency. Retired Program
Coordinator Standing Tall in
Warrnambool, Life Member
Warrnambool Greyhound
Racing Club. Member of the
Governance, Nomination
and Remuneration
committee. Board member
since 1994.

Michael Beks

Lex McDowell

Matt Northeast

Chartered Accountant.
Member of Audit and
the Risk and Compliance
Committees. Board
member since 1998.

Fellow Certified Practicing
Accountant. Chair of Audit
Committee and Member
of Risk and Compliance
Committee, Board member
since 2015.

Director & Licensed
Estate Agent. Member of
the Risk and Compliance,
and Audit Committees.
Board member since
2015.

All Directors were in office from the beginning of the financial year to the date of this report, unless otherwise stated.
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Directors’ Report - Continued
Company Secretary
The following person held the position of Company
Secretary at the end of the Financial Year:

Mr David Brown
Chief Executive Officer for South West Credit Union CoOperative Limited since November, 2006. Mr Brown has
worked with the Credit Union for nineteen years, and prior
to this worked with a large banking organisation for over
31 years.

Director Benefits
Since the end of the previous financial period, no
Director has received or become entitled to receive a
benefit [other than a benefit included in the aggregate
amount of remuneration received or due and receivable
by Directors shown in these financial statements] by
reason of:
• a contract made by the entity or a related corporation;
• a firm of which they are a member;
• a body corporate in which they have a substantial
financial interest.

(2020 $160,224). The result reflects the current economic
conditions and low interest rate environment experienced
by the whole mutual sector. Challenges include lower
interest yields on loans and investments, contracted
profitability with increasing adoption of technology,
softened by improving cost efficiency base and lower
funding costs.
Due to lower loan funding and negative loan portfolio
growth (-12%), interest revenue decreased by 18%. This
negative impact on interest income revenue was reduced
by a 52% decrease in funding costs, resulting in net
interest income revenue being 3.5% below the level of the
previous year.
Operating expenses, excluding loan impairment, have
decreased 8.0% overall compared to the prior year. The
main decrease was in the personnel costs. This favorable
cost reduction was partly reduced by increasing technology
costs including remote access and services costs, NPP
facility costs and managed desktop services. The cost to
income ratio was 87.9% (2020 92.9%), marginally above
the same portfolio industry average of 86%. Net earnings
to total average assets during the year was maintained at
0.2%, compared to the industry average of 0.3%.

Principal Activities

Financial Position

The principal activities of the Credit Union during the
financial year were the provision of a broad range of
financial and related services to members. There were no
material changes in these activities throughout the year.

The net assets of the Credit Union as at 30th June, 2021
were $12.0 million (2020 $11.5 million). Total on balance
sheet assets as at 30th June 2021 were $202.0 million
(2020 $163.0 million). Lower loan funding of $20.0 million
(2020 $25.0 million) and increased repayments and sale
of properties decreased the total loans portfolio to $96.5
million (2020 $109.9 million). This reflected the current
low interest market conditions and the refinancing options
available in the highly competitive market. Total deposits
significantly increased by $36.0 million (2020 $2.0 million)
and was attributable to low loan funding, liquidity
requirements and high saving trend among members.

REVIEW OF OPERATIONS
Operating Results
The 2021 financial year resulted in a profit after taxation
of $352,721, a significant improvement on the prior year
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Directors’ Report - Continued
The Capital Adequacy ratio is the main measure of a Credit
Union’s overall financial soundness. This ratio as at 30th
June 2021 was 14.4% (2020 14.9%). The current ratio is
above the minimum required by Australian Prudential
Regulation Authority (APRA) prudential standards and
internal risk management thresholds.
The Credit Union holds an Australian Financial Services
Licence and Australian Credit Licence and continues to
meet the requirements of both the Australian Securities
and Investments Commission [ASIC] and APRA. South
West Credit maintains policies and procedures to ensure
its compliance with the Anti-Money Laundering and
Counter-Terrorism Financing Act 2006.

Significant Changes in State of Affairs
The Directors note no significant changes in the state of
affairs of the Credit Union during the financial year, or to
the date of this report.
COVID-19 has not had a significant impact on the financial
position or operating results of the Credit Union for the
year ending 30 June 2021. As at the date of preparation of
these financial statements the impact of the Coronavirus
(COVID-19) pandemic is ongoing and the situation
continues to change rapidly. The speed and recovery
of economic activity is largely dependent on measures
imposed by the Australian Government, and any economic
stimulus that may be provided. The Credit Union’s best
estimate of the expected impact of COVID-19 on the loan
portfolio has been incorporated into the 30 June 2021
expected credit loss provision.

Events Occurring after Balance Date
The Directors are not aware of any after balance date
events to the date of this report that would materially
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impact the operations of the Credit Union, the results of
those operations, or the state of affairs of the entity in
future years.

Future Developments, Prospects and
Business Strategies
The Credit Union has developed a document titled “Vision
2021 -2024” which provides for the strategic direction of
the organisation.
No matter, circumstance or likely development in the
operations has arisen since the end of the financial year
that has significantly affected or may significantly affect:
• The operations of the Credit Union;
• The results of those operations; or
• The state of affairs of the Credit Union
in the financial years subsequent to this financial year.
There are no likely developments in the entity’s operations
in the future financial years.

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

Environmental legislation

Proceedings on behalf of the Credit Union

The Credit Union’s operations are not subject to any
particular or significant environmental regulations
under a law of the Commonwealth or of a State or
Territory in Australia.

No person has applied to the Court under section 237 of
the Corporations Act 2001 for leave to bring proceedings on
behalf of the Credit Union, or to intervene in any proceedings
to which the Credit Union is a party, for the purpose of taking
responsibility on behalf of the Credit Union for all or part of
those proceedings.

Director Meetings
The number of meetings of Directors [including meetings of committees of Directors] held during the year and the
numbers of meetings attended by each Director were as follows:
Directors Meeting

Audit Committee

Nomination

Governance

Remuneration

Risk & Compliance
Committee

12

6

4

4

4

6

Gary Parsons

11*

N/A

4

4

4

N/A

Robert Lane

11#

1^

4

4

4

6

Michael Beks

12

6

N/A

N/A

N/A

6

Steven Kearns

11#

N/A

1/2#

1/2#

1/2#

5#

Jenny Waterhouse

12

1^

4

4

4

N/A

10*#

6

N/A

N/A

N/A

6

12

5#

N/A

N/A

N/A

5#

Number of Meetings Held
Number of Meetings Attended

Lex McDowell
Matt Northeast
*Denotes: Leave of Absence

^Denotes: Attended Meeting as Guest

#Denotes: Apology
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Directors’ Report - Continued
Director and Key Management
Personnel Training

The Board ensures all Directors and Key Management
Personnel participate in formal professional education
and training that is in excess of their normal Board and
Committee duties. In the 2021 financial year Directors
and Responsible Management Personnel undertook 465
hours of professional skills training and development.

Corporate Governance
The Directors of the Credit Union support and adhere
to the principles of strong corporate governance, and
recognise the necessity for the highest standard of
corporate behavior and accountability. A Governance
Committee has been established by the Credit Union,
which meets regularly to address matters of corporate
governance.

Community@Heart
During the year the Credit Union continued its
commitment to Corporate and Social responsibility in
the community and the environment by distributing
donations to local organisations from the Community
@ Heart Program. The Committee consists of interested
Directors, Staff and Members who administer the fund,
and identify and report to the Board on appropriate
projects for the program.

Risk Management and Risk Culture
The Board has the overall responsibility for the
establishment and oversight of South West Credit’s Risk
Management Framework. The Board ensures there
is a sound risk management culture maintained and
embedded in SWC values and behaviours and the conduct
of its business.
The Board has approved a suite of policies of risk
management to suit the risk profile of SWC.
Risk management policies and procedures are established
to identity and analyse the risks faced by SWC to set
appropriate risk tolerances and controls to monitor risks
and adherence to limits. Risk management policies and
systems are reviewed regularly to reflect the changes in
market conditions and products and services offered. Risk
is an important part of our business. Senior Management
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and the Board monitor compliance with these policies as
well as regular oversight of identified Key Risk Indicators
(KRIs) to ensure that the Credit Union operates within this
risk profile. Understanding and managing the risks that
SWC faces is the key to successful governance.
The risk management processes adopted assist the Board
and Senior Management to identify and understand
material risks to which the Credit Union is exposed to as a
result of its strategic objectives.
The Board has approved an overarching risk management
strategy which includes a description of those key risks
identified by the Credit Union, and the risk management
systems established to manage and monitor the exposure
of each key risk. Central to this risk management system
is the Board approved Risk Appetite Statement (RAS). The
RAS describes the material risks to which SWC is exposed,
and the degree of risk that the Board is prepared to accept
to fall in line with its strategic objectives and business
plan. The RAS covers SWCs appetite and tolerance levels
for each material risk and is supported by a suite of board
approved policies which provide operational guidance on
expected risk management practices across the business.
The SWC risk management focuses on the key areas of
risk which are:
Market Risk, Operational Risk, Credit Risk, Liquidity Risk
and Capital Risk.
The Board has established Audit, Risk, Governance,
Nomination and Remuneration Committees which
are responsible for developing and monitoring SWC
risk management policies. These Committees report
regularly to the Board. These committees are responsible
for monitoring compliance with SWC risk management
policies and procedures, and reviewing the risk
management framework in relation to the risks faced by
SWC. They are assisted in these functions by the Internal
Auditors and Risk and Compliance Manager.
SWC also applies the Three Lines of Defence model
for the approach to managing risk across SWC. The
responsibilities for each line of defence are as follows:
First: Under the First Line of Defence, operational
management (including each member of staff) is
responsible for identifying and managing risks in a way
that is consistent with the Risk Management Framework
and risk appetite set by the Board.

Second: The second line of defence is the risk
management function, headed by the Risk and
Compliance Manager, which contributes toward
the progressive development and monitoring of the
implementation of SWC Risk Management Framework.
The risk management function also maintains the
regulatory compliance framework in line with regulator
expectations.

Regulatory Disclosures

Third: Internal Audit forms the third line of defence
and provides independent assurance over the
performance of both the first and second lines in
managing risk.

South West Credit Union Co-Operative Limited is a type
of Company referred to in ASIC Corporations (Rounding in
Financial Reports) Instrument 2016/191 and therefore the
amounts contained in this report and in the financial report
have been rounded to the nearest [ $1,000, or in certain
cases to the nearest ] dollar.

In addition to the three lines of defence, External
Audit provides an independent audit opinion on SWC
financial performance and an audit/review option
on certain aspects of SWC compliance with APRA
regulatory compliance obligations.

The disclosures required by Prudential Standard APS
330 Public Disclosure (namely the Common disclosure in
Attachment A and the Regulatory Capital reconciliation)
may be seen on the website www.swcredit.com.au.

Rounding

Signed in accordance with a resolution of the Board of
Directors made pursuant to s.298 (2) of the Corporations
Act 2001.
On behalf of the Directors

Auditor’s Independence Declaration
The Auditor’s Independence Declaration as required
under Section 307C of the Corporations Act 2001, for
the year ended 30th June 2021, has been received and
is included on the following page.

Director
Jennifer Waterhouse
Chair
Dated: 31 August, 2021

Director
Steven Kearns
Vice Chair
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The Executive Team
David Brown
Chief Executive Officer
Chief Executive Officer for South West Credit Union Co-Operative Limited
since November, 2006. David has worked with the Credit Union for 19 years,
and prior to this worked with a large Banking organisation for over 32 years.

Ravi Ganeshalingam
Chief Financial Officer; CA (Aus & NZ); FCMA (London);
CGMA (Chartered Global Management Accountant)
Ravi has extensive International experience in financial management,
strategic planning, project and auditing in manufacturing, forestry and service
industries. Ravi was appointed in February 2009 and is responsible for the
financial stewardship of the organisation. He directly assists the CEO on all
strategic and tactical matters as they relate to budget management, cost
benefit analysis, forecasting needs and the securing of new funding.

Helen Boyd
Member Experience Manager
Over 35 years working in the Finance industry, more than 25 of those spent
at the Credit Union. Helen has experience across several departments
within the Credit Union having worked in Marketing, Compliance, Training &
Systems Management, and Branch Management prior to becoming Member
Experience Manager.

Kylie Brookes
Risk & Compliance Manager
Kylie has worked with South West Credit for over 30 years. Over that time
Kylie has had roles in different divisions in the organisation, working in the
Branch, in Sales and Service and Compliance Officer prior to becoming Risk
and Compliance Manager.
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Statement of Profit or Loss
For the year ended 30 June 2021

Note
Interest income
Interest expense

7
7

2021
$
4,640,413
(824,149)

Net interest income

7

3,816,264

3,956,100

9
8
10
11
12
13
14

775,702
(1,937)
(222,503)
(1,451,420)
(834,078)
(72,263)
(1,545,873)

810,115
(94,578)
(232,123)
(1,813,973)
(732,596)
(93,403
(1,569,277)

463,892

230,265

(111,171)

(70,041)

352,721

160,224

			
Non-interest income
Impairment Recovery/(losses) on loans and advances
Depreciation and amortisation
Personnel expenses
Information technology expense
Office occupancy expense
Other expenses
		
Profit before income tax
			
Income tax expense 		
			
Profit for the year attributable to members
			
			
			
		

15

2020
$
5,689,367
(1,733,267)

The notes on pages 26 to 63 are an integral part of these financial statements
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Statement of Comprehensive Income

For the year ended 30 June 2021

2021
$
352,721

2020
$
160,224

Gain on revaluation of equity instruments at fair value through
other comprehensive income, net of tax

160,744

42,803

Total comprehensive income for the year

513,465

203,027

Total comprehensive income for the year attributable to
members

513,465

203,027

Profit for the year
Other comprehensive income, net of tax items that may be
reclassified to profit or loss:

The notes on pages 26 to 63 are an integral part of these financial statements
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Statement of Changes in Equity
For the year ended 30 June 2021

Attributable to members of South West Credit Union
Co-operative Limited

Balance at 30 June 2019
Total comprehensive income:
Changes on initial Adoption of AASB9
Profit for the year, after tax
Other comprehensive income, net of tax
Transfers In/(Out)
Balance at 30 June 2020

Revaluation
Reserve

Financial
Asset Reserve

Retained
earnings

General
Reserve for
Credit Losses

Total

$

$

$

$

$

1,368,879

142,624

9,475,689

323,345

11,310,537

24,834

17,969

160,224
-

-

160,224
42,803

-

-

720

(720)

-

1,393,713

160,593

9,636,633

322,625

11,513,564

139,132

21,612

352,721
-

-

352,721
160,744

-

-

(17,139)

17,139

-

1,532,845

182,205

9,972,215

339,764

12,027,029

Total comprehensive income:
Profit for the year, after tax
Other comprehensive income, net of tax
Transfers In/(Out)
Balance at 30 June 2021

The notes on pages 26 to 63 are an integral part of these financial statements
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Statement of Financial Position
As at 30 June 2021

Note
Assets
Cash and cash equivalents
Trade and other receivables
Other assets
Financial Assets
Loans and advances
Property, plant and equipment
Intangible assets
Deferred tax assets

16
17
18
19
20
23
24
22

Total Assets
Liabilities
Deposits
Long Term Borrowings
Trade and other payables
Tax liabilities
Provisions
Deferred tax liabilities

25
26
27
21
28
29

Total Liabilities
Net Assets
Members Equity
Retained earnings
Revaluation reserve
Financial Asset Reserve
General Reserve for credit losses

31
32
33
34

Total Members Equity

The notes on pages 26 to 63 are an integral part of these financial statements
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2021
$
44,637,345
388,540
121,322
57,430,180
96,553,584
2,406,153
255,983
121,063

2020
$
25,395,075
352,596
98,843
24,695,823
109,854,301
2,268,161
262,432
127,646

201,914,170

163,054,877

182,179,090
5,499,790
1,320,981
96,602
363,573
427,105

146,222,443
3,301,948
1,270,046
36,085
340,164
370,627

189,887,141

151,541,313

12,027,029

11,513,564

9,972,215
1,532,845
182,205
339,764

9,636,633
1,393,713
160,593
322,625

12,027,029

11,513,564

Statement of Cash Flows
For the year ended 30 June 2021

Note
Cash flows from operating activities
Interest received
Non-interest income received
Interest paid
Payments to suppliers and employees
Income tax paid
Net movement in deposits
Net movement in members’ loans
Net cash from operating activities

35 (a)

Cash flow from investing activities
Net movement in financial assets
Payment for purchase of property, plant and equipment
Payment for purchase of Intangibles
Dividends received
Net cash used investing activities
Increase in cash and cash equivalents
Cash at the beginning of the financial year
Cash at the end of the financial year

16

2021
$

2020
$

4,736,435
395,016
(1,024,843)
(3,399,299)
(50,654)
38,154,488
13,291,921

5,571,512
430,392
(1,930,770)
(3,657,296)
(63,311)
5,441,271
5,116,466

52,103,064

10,908,264

(32,705,153)
(48,156)
(117,872)

(6,522,106)
(75,073)
(154,333)

10,387

10,012

(32,860,794)

(6,741,500)

19,242,270
25,395,075

4,166,764
21,228,311

44,637,345

25,395,075

The notes on pages 26 to 63 are an integral part of these financial statements
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Notes to and forming part of the Financial Statements

For the year ended 30 June 2021

1. Reporting entity
South-West Credit Union Co-Operative Limited (the Credit Union) is a company domiciled in Australia. The address of
the Credit Union’s registered office is 117 Lava Street, Warrnambool, Victoria, 3280.
2. Basis of preparation
(a) Statement of compliance
The Financial Report is prepared for South-West Credit Union Co-Operative Limited as a single credit union for the year
ended 30 June 2021.
The financial statements were authorised for issue on 31 August 2021 in accordance with a resolution of the Board of
Directors.
South-West Credit Union Co-Operative Limited is a for profit entity for the purpose of preparing financial statements.
The financial report is a general purpose financial report which has been prepared in accordance with the requirements
of the Corporations Act 2001, Australian Accounting Standards and other authoritative pronouncements of the
Australian Accounting Standards Board. Compliance with Accounting Australian Standards ensures compliance with
the International Financial Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB).
(b) Basis of measurement
The financial statements have been prepared on an accrual basis, and are based on historical costs, except for land and
buildings and equity investment securities (unlisted shares) which are carried at fair value.
Determination of fair values
A number of the Credit Union’s accounting policies and disclosures require the determination of fair value, for both
financial and non-financial assets and liabilities. Fair values have been determined for measurement and/or disclosure
purposes based on the following methods. Where applicable, further information about the assumptions made in
determining fair values is disclosed in the notes specific to that asset or liability.
Property, plant and equipment
The fair value of land and buildings are based on market values. The market value of property is the estimated amount
for which a property could be exchanged on the date of valuation between a willing buyer and a willing seller in an
arm’s length transaction after proper marketing wherein the parties had each acted knowledgeably, prudently and
without compulsion.
An external, independent valuation company, having appropriate recognised professional qualifications and recent
experience in the location and category of property being valued, values the Credit Union’s land and buildings.
Equity investment securities
The fair value of equity investment securities have been determined by calculating the net asset per share using the
last published financial statements
(c) Functional and presentation currency
The accounting policies are consistent with prior year unless otherwise stated.
3. Significant accounting policies
(a) New standards applicable for the current year
The Credit Union has adopted all of the new or amended Accounting Standards and Interpretations issued by the
Australian Accounting Standards Board (‘AASB’) that are mandatory for the current reporting period.
AASB 2020-4 Amendments to Australian Accounting Standards – Covid-19-Related Rent Concessions
AASB 2020-4 provides a practical expedient to simplify the accounting for rent concessions (including rent deferrals)
received directly related to the outbreak of COVID-19 and is applicable to all annual periods beginning on or after 1
June 2020, with early adoption permitted. As the Credit Union has no leases, this standard has had no impact on the
financial statements.
Interpretation 23 (Int 23) Uncertainty over Income Tax Treatments
Int 23 clarifies the application of AASB 112 to accounting for income tax treatments that have yet to be accepted by
tax authorities, in scenarios where it may be unclear how tax law applies to a particular transaction or circumstance, or
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For the year ended 30 June 2021

3. Significant accounting policies (continued)
whether a taxation authority will accept an entity’s tax treatment. There was no significant effect from the adoption of
Int 23 in relation to accounting for uncertain tax positions.
(b) Interest income and interest expense
Interest income and expense are recognised in profit or loss using the effective interest method. The effective interest
rate is the rate that exactly discounts the estimated future cash payments and receipts through the expected life of
the financial asset or liability (or, where appropriate, a shorter period) to the carrying amount of the financial asset
or liability. When calculating the effective interest rate, the Credit Union estimates future cash flows considering all
contractual terms of the financial instrument, but not future credit losses.
The calculation of the effective interest rate includes all transaction costs and fees that are an integral part of the
effective interest rate. Transaction costs include incremental costs that are directly attributable to the acquisition or
issue of a financial asset or liability.
Interest income is recognised on a time proportion basis using the effective interest method.
Interest charged on members’ loans is calculated on a daily basis and charged monthly to the members’ loan accounts.
Non-accrual loan interest – while still legally recoverable, interest is not brought to account as income where a loan is
impaired.
(c) Fees and commission
Fees and commission income and expense that are integral to the effective interest rate on a financial asset or liability
are included in the measurement of the effective interest rate.
Loan fees and charges made on the establishment of loans are amortised over the estimated life of the loan using
the effective interest rate method. This includes fees that are transaction costs which constitutes an integral part of
originating the loan.
The estimated average life for loans has been calculated as:
• Personal loans
4 Years
• Mortgage loans
5 Years
Fee income relating to deposit or loan accounts is either:
- Transaction based and therefore recognised when the performance obligation related to the transaction is fulfilled, or
- Related to performance obligations carried out over a period of time, therefore recognised on a systemic basis over
the life of the agreement as the services are provided.
Transaction fees and provision of services are defined within product terms and conditions. Refer to Note 9 for further
details of the revenue recognition for fees income.
Commission income which includes insurance and financial planning advice is recognised when the performance
obligation is satisfied. Refer to Note 9 for further details of the revenue recognition for fees income.
(d) Bad debts written off
Bad debts are written off from time to time as determined by management and the board of directors when it is
reasonable to expect that the recovery of the debt is unlikely. Bad debts are written off against the provisions for
impairment, if a provision for impairment had previously been recognised. If no provision had been recognised, the
write offs are recognised as expenses in the Statement of Profit or Loss.
(e) Tax expense
Tax expense comprises current and deferred tax. Current tax and deferred tax are recognised in profit or loss except to
the extent that it relates to items recognised directly in equity or in other comprehensive income.
Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates enacted
or substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous years.
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3. Significant accounting policies (continued)
Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes.
Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when they
reverse, based on the laws that have been enacted or substantively enacted by the reporting date.
Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities against
current tax assets, and they relate to taxes levied by the same tax authority on the same taxable entity, or on different
tax entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will
be realised simultaneously.
A deferred tax asset is recognised for unused tax losses, tax credits and deductible temporary differences to the extent
that it is probable that future taxable profits will be available against which they can be utilised. Deferred tax assets are
reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related tax benefit
will be realised.
(f) Goods and Services Tax
As a financial institution the Credit Union is input taxed on all income except for income from interest, commissions and
some fees. An input taxed supply is not subject to GST collection, and similarly the GST paid on related or apportioned
purchases cannot be recovered. As some income is charged GST, the GST on purchases are generally recovered on a
proportionate basis. In addition, certain prescribed purchases are subject to reduced input tax credits (RITC), of which
75% of the GST paid is recoverable.
Revenue, expenses and assets are recognised net of the amount of goods and services tax (GST). To the extent that the
full amount of the GST incurred is not recoverable from the Australian Tax Office (ATO), the GST is recognised as part of
the cost of acquisition of the asset or as a part of an item of the expense.
Receivables and payables are stated with the amount of GST included. The net amount of GST recoverable from, or
payable to, the ATO is included as a current asset or current liability in the statement of financial position. Cash flows
are included in the cash flow statement on a gross basis. The GST components of cash flows arising from investing and
financing activities which are recoverable from, or payable to, the ATO are classified as operating cash flows.
g) Cash and cash equivalents
Cash and cash equivalents includes notes and coins on hand, unrestricted balances held with central banks and highly
liquid financial assets with maturities of three months or less from the acquisition date that are subject to an insignificant
risk of changes in their value, and are used by the Credit Union in the management of its short-term commitments.
(h) Financial assets
Classification of financial assets
For the purpose of subsequent measurement, financial assets other than those designated and effective as hedging
instruments are classified into the following categories upon initial recognition:
• amortised cost
• fair value through profit or loss (FVPL)
• fair value through other comprehensive income (FVOCI)
All income and expenses relating to financial assets that are recognised in profit or loss are presented within finance
costs, finance income or other financial items, except for impairment of loans and receivables, which is presented
within other expenses.
Classifications are determined by both:
• the entity’s business model for managing the financial asset and
• the contractual cash flow 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 designated as at
FVPL:
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3. Significant accounting policies (continued)
• the asset is held within a business model whose objective is to hold assets to collect contractual cash flows; and
• the contractual terms of the financial asset give rise to cash flows that are solely payments of principal and interest
on the principal amount outstanding.
After initial recognition, these are measured at amortised cost using the effective interest method. Discounting is
omitted where the effect of discounting is immaterial. The Credit Union’s cash and cash equivalents, trade receivables
and bonds fall into this category of financial instruments.
Financial assets at Fair Value through Profit or Loss (FVPL)
Financial assets that are within a different business model other than ‘hold to collect’ or ‘hold to collect and sell’
are categorised as fair value through profit or loss. Further, irrespective of business model, financial assets whose
contractual cash flows are not solely payments of principal and interest are accounted for at FVPL.
Financial assets at fair value through other comprehensive income (FVOCI)
Investments in equity instruments that are not held for trading are eligible for an irrevocable election at inception to be
measured at FVOCI. Subsequent movements in fair value are recognised in other comprehensive income and are never
reclassified to profit or loss. Dividend from these investments continue to be recorded as other income within the
profit or loss unless the dividend clearly represents return of capital. This category includes unlisted equity securities
– CUSCAL Ltd, TAS Pty Ltd, Shared Lending Pty Ltd and Shared Service Partners Pty Ltd.
Loans to Members
Loans and advances’ captions in the statement of financial position include:
• loans and advances measured at amortised cost; they are initially measured at fair value plus incremental direct
transaction costs, and subsequently at their amortised cost using the effective interest method; and
• loans and advances mandatorily measured at FVPL or designated as at FVPL; these are measured at fair value with
changes recognised immediately in profit or loss;
When the Credit Union purchases a financial asset and simultaneously enters into an agreement to resell the asset
(or a substantially similar asset) at a fixed price on a future date (reverse repo or stock borrowing), the arrangement is
accounted for as a loan or advance, and the underlying asset is not recognised in the Credit Union’s financial statements,
refer to Note 1(h).
‘Loans and advances’ were non-derivative financial assets with fixed or determinable payments that were not quoted
in an active market and that the Credit Union did not intend to sell immediately or in the near term.
Loans and advances to customers included:
• those classified as amortised cost; and
• those designated as at FVPL;
Loans and advances were initially measured at fair value plus incremental direct transaction costs, and subsequently
measured at their amortised cost using the effective interest method.
Interest earned
Term loans - interest is calculated on the basis of the daily balance outstanding and is charged in arrears to a members
account on the last day of each month.
Overdraft – interest is calculated initially on the basis of the daily balance outstanding and is charged in arrears to a
members account on the last day of each month.
Nonaccrual loan interest – while still legally recoverable, interest is not brought to account as income where the Credit
Union is informed that the member has deceased, or loan is impaired.
Loan origination fees and discounts
Loan establishment fees and discounts are initially deferred as part of the loan balance, and are brought to account as
income over the expected life of the loan as interest revenue.
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3. Significant accounting policies (continued)
Transaction costs
Transaction costs are expenses which are direct and incremental to the establishment of the loan. These costs are
initially deferred as part of the loan balance, and are brought to account as a reduction to income over the expected
life of the loan, and included as part of interest revenue.
An analysis of the Credit Union’s loan origination fees and associated cost structure indicated that the net amount of
fee revenue required to be deferred is not material, and accordingly no deduction from loans has been made.
Fees on loans
The fees charged on loans after origination of the loan are recognised as income when the service is provided or costs
are incurred.
Net gains and losses
Net gains and losses on loans to members to the extent that they arise from the partial transfer of business or on
securitisation, do not include impairment write downs or reversals of impairment write downs.
Reclassifications
Financial assets are not reclassified subsequent to their initial recognition, except in the period after the Credit Union
changes its business model for managing financial assets. There were no changes to any of the Credit Union business
models during the current year (prior year: Nil).
Loan impairment
AASB 9’s impairment requirements use more forward-looking information to recognise expected credit losses - the
‘expected credit loss model’ (ECL). Instruments within the 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.
The Credit Union considers a broader range of information when assessing credit risk and measuring expected credit
losses, including past events, current conditions, reasonable and supportable forecasts that affect the expected
collectability of the future cash flows of the instrument.
In applying this forward-looking approach, a distinction is made between:
• financial instruments that have not deteriorated significantly in credit quality since initial recognition or that have low
credit risk (performing loans) (‘Stage 1’); and
• financial instruments that have deteriorated significantly in credit quality since initial recognition and whose credit
risk is not low (‘Stage 2’).
‘Stage 3’ would cover financial assets that have objective evidence of impairment (loans in default) at the reporting
date.
Measurement of ECL
‘12-month expected credit losses’ are recognised for the first category while ‘lifetime expected credit losses’ are
recognised for the second category. Measurement of the expected credit losses is determined by a probability weighted
estimate of credit losses over the expected life of the financial instrument. They are measured as follows:
• financial assets that are not credit-impaired at the reporting date: as the present value of all cash shortfalls (i.e. the
difference between the cash flows due to the Credit Union in accordance with the contract and the cash flows that the
Credit Union expects to receive);
• financial assets that are credit-impaired at the reporting date: as the difference between the gross carrying amount
and the present value of estimated future cash flows; and
• undrawn loan commitments: as the present value of the difference between the contractual cash flows that are due
to the Credit Union if the commitment is drawn down and the cash flows that the Credit Union expects to receive.
The critical assumptions used in the calculation are as set out in Note 20.
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3. Significant accounting policies (continued)
Credit-impaired financial assets
At each reporting date, 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 on the estimated future
cash flows of the financial asset have occurred.
Evidence that a financial asset is credit-impaired includes the following observable data:
• significant financial difficulty of the borrower or issuer;
• a breach of contract such as a default or past due event;
• the restructuring of a loan or advance by the Credit Union on terms that the Credit Union would not consider
otherwise;
• it is becoming probable that the borrower will enter bankruptcy or other financial reorganisation; or
• the disappearance of an active market for a security because of financial difficulties.
A loan that has been renegotiated 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 significantly
and there are no other indicators of impairment. In addition, a personal loan that is overdue for 90 days or more is
considered impaired.
Write-off
Loans and debt securities are written off (either partially or in full) when there is no realistic prospect of recovery. This
is generally the case when the Credit Union determines that the borrower does not have assets or sources of income
that could generate sufficient cash flows to repay the amounts subject to the write-off. However, financial assets that
are written off could still be subject to enforcement activities in order to comply with the Credit Union’s procedures for
recovery of amounts due.
(i) Property, plant and equipment
(i) Recognition and measurement
Plant and Equipment
Items of plant and equipment are measured at cost less accumulated depreciation and accumulated impairment losses.
Cost includes expenditures that are directly attributable to the acquisition of the asset. Purchased software that is
integral to the functionality of the related equipment is capitalised as part of that equipment.
Land and Buildings
Freehold land and buildings are shown at their fair value (being the amount for which an asset could be exchanged
between knowledgeable willing parties in an arm’s length transaction), based on annual valuations by external
independent valuers, less subsequent depreciation and impairment for buildings and land. Any accumulated
depreciation at the date of valuation is eliminated against the gross carrying amount of the asset and the net amount
is restated to the revalued amount of the asset.
Increases in the carrying amounts arising on revaluation of land and buildings are credited, net of tax, to the asset
revaluation reserve. To the extent that the increase reverses a decrease previously recognised in profit or loss, the
increase is first recognised in profit or loss. Decreases that reverse previous increases of the same asset are first charged
against revaluation reserves directly in equity to the extent of the remaining reserve attributable to the asset; all other
decreases are charged to the Statement of Profit or Loss.
When parts of an item of property or equipment have different useful lives, they are accounted for as separate items
(major components) of property and equipment.
The gain or loss on disposal of an item of property, plant and equipment is determined by comparing the proceeds
from disposal with the carrying amount of the item of property, plant and equipment, and is recognised in other
income/other expenses in the Statement of Profit or Loss.
(ii) Subsequent costs
The cost of replacing a component of an item of property or equipment is recognised in the carrying amount of the
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3. Significant accounting policies (continued)
item if it is probable that the future economic benefits embodied within the part will flow to the Credit Union and its
cost can be measured reliably. The carrying amount of the replaced part is derecognised. The costs of the day-to-day
servicing of property and equipment are recognised in profit or loss as incurred.
(iii) Depreciation
Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of each part of an
item of property and equipment since this most closely reflects the expected pattern of consumption of the future
economic benefits embodied in the asset. Land is not depreciated.
The estimated useful lives for the current and comparative years are as follows:
• Freehold Buildings
40 years
• Computer Equipment
3 – 4 years
• Furniture and Equipment
7 – 10 years
• Motor Vehicles
5 years
Depreciation methods, useful lives and residual values are reassessed at each reporting date and adjusted if appropriate.
(j) Intangible assets
Software license fees and other intangible assets acquired by the Credit Union are stated at cost less accumulated
amortisation and accumulated impairment losses.
Subsequent expenditure on intangible assets are capitalised only when it increases the future economic benefits
embodied in the specific asset to which it relates. All other expenditure is expensed as incurred.
Amortisation is recognised in profit or loss on a straight-line basis over the estimated useful life of the intangible asset,
from the date that it is available for use since this most closely reflects the expected pattern of consumption of the
future economic benefits embodied in the asset. The estimated useful life of software is three to five years.
Amortisation methods, useful lives and residual values are reviewed at each financial year-end and adjusted if
appropriate.
(k) Impairment of non-financial assets
The carrying amounts of the Credit Union’s non-financial assets and deferred tax assets are reviewed at each reporting
date to determine whether there is any indication of impairment. If any such indication exists, then the asset’s
recoverable amount is estimated. An impairment loss is recognised if the carrying amount of an asset or its Cash
Generating Unit (CGU) exceeds its estimated recoverable amount.
The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less costs to sell. In
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the asset or CGU.
For the purpose of impairment testing, assets that cannot be tested individually are grouped together into the smallest
group of assets that generates cash inflows from continuing use that are largely independent of the cash inflows of
other assets or CGU’s.
Impairment losses are recognised in the Statement of Profit or Loss. Impairment losses recognised in respect of CGUs
are allocated first to reduce the carrying amount of any goodwill allocated to the CGU (group of CGUs) and then to
reduce the carrying amount of the other assets in the CGU (group of CGUs) on a pro rata basis.
An impairment loss recognised in prior periods is assessed at each reporting date for any indications that the loss
has decreased or no longer exists. An impairment loss is reversed if there has been a change in the estimates used to
determine the recoverable amount. An impairment loss is reversed only to the extent that the asset’s carrying amount
does not exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no
impairment loss had been recognised.
(l) Deposits
Deposits are the Credit Union’s source of debt funding from member savings and term investments.
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3. Significant accounting policies (continued)
Member savings and term investments are quoted at the aggregate amount payable to depositors as at balance date.
Interest on savings is calculated on the daily balance and posted to the accounts periodically, or on maturity of the
term deposit. Interest on deposits is brought to account on amount of money owing to depositors on an accrual basis
in accordance with the interest rate terms and conditions of each savings and term deposit account as varied from time
to time. The amount of the accrual is shown as part of amounts payable.
Subsequent to initial recognition deposits are measured at their amortised cost using the effective interest method.
(m) Provisions
A provision is recognised if, as a result of a past event, the Credit Union has a present legal or constructive obligation
that can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the
obligation. Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects
current market assessments of the time value of money and, where appropriate, the risks specific to the liability.
(n) Employee benefits
Provision is made for the Credit Union’s liability for employee benefits arising from services rendered by employees to
balance date.
Short-term employee benefits are current liabilities included in employee benefits, measured at the undiscounted
amount that the Credit Union expects to pay as a result of the unused entitlement.
Other employee benefits payable later than one year have been measured at the present value of the estimated future
cash outflows to be made for those benefits discounted using corporate bond rates.
Provision for long service leave is on a pro-rata basis from commencement of employment with the Credit Union based
on the present value of its estimated future cash flows.
Annual leave is accrued in respect of all employees on pro-rata entitlement for part years of service and leave
entitlement due but not taken at balance date.
Contributions are made by the Credit Union to an employee’s superannuation fund and are charged to the Statement
of Profit or Loss as incurred.
(o) Withdrawable Shares
Shares issued to a person upon their becoming a member of the Credit Union are termed Withdrawable Shares and
are disclosed as deposits in the financial statements. These withdrawable shares are a financial liability and are initially
recognised at their fair value and subsequently carried at amortised cost. As these are callable on demand their carrying
amount equals their face value.
(p) Borrowings
Borrowings are recognised initially at fair value net of transaction costs incurred. Borrowings are subsequently stated
at amortised cost; any difference between proceeds net of transaction costs and the redemption value is recognised in
the income statement over the period of the borrowings using the effective interest method.
(q) New or emerging standards not yet mandatory
Certain new accounting standards and interpretations have been published that are not mandatory for the 30 June
2021 reporting period. The Credit Union’s assessment of the impact of these new standards and interpretations is set
out below.
Conceptual Framework for Financial Reporting (Conceptual Framework)
The revised Conceptual Framework is applicable to annual reporting periods beginning on or after 1 January 2021 and
early adoption is permitted. The Conceptual Framework contains new definition and recognition criteria as well as new
guidance on measurement that affects several Accounting Standards. Where the Credit Union has relied on the existing
framework in determining its accounting policies for transactions, events or conditions that are not otherwise dealt
with under the Australian Accounting Standards, the Credit Union may need to review such policies under the revised
framework. At this time, the application of the Conceptual Framework is not expected to have a material impact on
the entity’s financial statements.
AASB 17 Insurance Contracts
In May 2017, the AASB issued AASB 17 Insurance Contracts, a comprehensive new accounting standard for insurance
contracts covering recognition and measurement, presentation and disclosure. Once effective, AASB 17 will replace
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3. Significant accounting policies (continued)
AASB 4 Insurance Contracts that was issued in 2005.
AASB 17 applies to all types of insurance contracts (i.e. life, non-life, direct insurance and reinsurance), regardless
of the type of entities that issue them, as well as to certain guarantees and financial instruments with discretionary
participation features.
The standard is currently effective from 1 January 2021. This standard is not expected to have a material impact on the
Credit Union.
4. Financial risk management
(a) Introduction and overview
The Credit Union’s activities expose it to a variety of financial risks: market risk (foreign exchange risk, interest rate risk,
and other price risk), credit risk and liquidity risk.
The Credit Union’s overall risk management programme focuses on ensuring compliance with the Credit Union’s
Product Disclosure Statement and seeks to maximise the returns derived for the level of risk to which the Credit Union
is exposed. It also focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects
on the financial performance of the Credit Union.
Risk Management Framework
The Credit Union’s Board of Directors has overall responsibility for the establishment and oversight of the risk
management framework, including the risk appetite.
The Audit Committee (AC) and the Risk and Compliance Committee (RCC) oversee how management monitors
compliance with the Credit Union’s risk management policies and procedures, and reviews the adequacy of the risk
management framework in relation to the risks faced by the Credit Union.
The AC is assisted in its oversight role by Internal Audit. Internal Audit undertakes both regular and ad hoc reviews of
risk management controls and procedures, the results of which are reported to the AC.
The Risk Management function, headed by the Chief Risk Officer, contributes towards the progressive development of
the Credit Union’s risk management policies, risk management strategies, controls and processes. The function also
provides management and the Board with risk reporting and maintains the regulatory compliance framework in line
with regulator expectations.
The Credit Union’s risk management policies are established to identify and analyse the risks faced by the Credit Union,
to set appropriate risk limits and controls, and to monitor risks and adherence to limits. The risk management policies
and systems are reviewed regularly to reflect changes in market conditions and the Credit Union’s activities. The Credit
Union, through its training and management standards and procedures, aims to develop a disciplined and constructive
control environment in which all employees understand their roles and obligations.
The Credit Union uses different methods to measure different types of risk to which it is exposed. These methods
include sensitivity analysis in the case of interest rate, other price risks and analysis for credit risk.
(b) Market risk
(i) Foreign exchange risk
The Credit Union does not transact in any other foreign currency other than the Australian dollar. As such, it is not
exposed to any risks arising from fluctuations in foreign currency exchange rates.
(ii) Interest rate risk
Cash flow interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate because of
changes in market interest rates. Fair value interest rate risk is the risk that the value of a financial instrument will
fluctuate because of changes in market interest rates. The Credit Union takes on exposure to the effects of fluctuations
in the prevailing levels of market interest rates on both its fair value and cash flow risks. Interest margins may increase
or decrease as a result of such changes.
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4. Financial risk management (continued)
Fair value sensitivity analysis for fixed rate instruments
The Credit Union does not account for any fixed rate financial assets and liabilities at fair value through profit or loss.
Therefore a change in interest rates at the reporting date would not affect profit or loss.
Sensitivity analysis
Net interest income is calculated as the expected dollar difference between interest received and interest paid over a
period of time. A going concern deposit taking institution will normally have a positive net interest income which rises
and falls with market rates. Earnings at risk is defined as the worst case outcome in Net Interest Income under stressed
market rate scenarios from the base case. As at 30 June 2021, the Credit Union’s net interest and net margin over 1
year under different market scenarios were assessed. This showed the variability (dollar amount and % of capital)
under different market scenarios. The Credit Union’s net interest income risk range in the 2% shocks scenarios range at
$3.6m ($1.3m in 2020) and the earnings-at-risk is 54.1% (32.99% in 2020) over the next one year.
Net Present Value impact
Net present value (NPV) is defined as the sum of all discounted future cash flows; assets generate positive cash flows
and liabilities generate negative cash flows. NPV variances are a measure of risk that is calculated as a change in NPV
for each market scenario from the base market scenario. A large change in NPV indicates more riskiness. Based on the
current analysis the worst impact on capital for a 2% parallel shift in the yield curve is a 9.70% (3.41% in 2020) impact
on NPV.
GAP Analysis
The GAP analysis shows the total amount of principal maturing or repricing in each time frame. Weighted average
maturity is calculated for all assets and liabilities and is a measure of riskiness of the book. Closely matched weighted
average maturities of assets and liabilities would mean the book is less sensitive to changes in market interest rates and
vice versa. The Credit Union manages the interest rate risk by matching the maturity profile of the assets and liabilities.
This is based on the assumption that a matched ALM (Assets and Liability) book has little or no risk.
In general, a positive cumulative GAP normally represents a situation where the weighted average term to maturity of
the assets is less than that of the liabilities and vice‐versa. The GAP lends itself to an initial analysis of the risk in the
ALM (Assets & Liability) book and allows certain inferences to be drawn regarding the behaviour of net margin.
A positive GAP shows that the assets reprice, on an average, earlier than the liabilities and as such in a rising interest
rate market we would expect the Net Margin to increase. The opposite will hold true for a declining interest rate
market.
For the Credit Union, weighted average maturity of assets is 0.41 (0.48) years and that of liabilities is 0.70 (0.59) years
The assets term has reduced to average shorter duration of liquid assets. The liabilities term has increased due to the
classification of most savings account as sticky. Overall the net gap is higher.
The table below summarises the Credit Union’s exposure to interest rate risks categorised by the earlier of contractual
repricing or maturity dates. Also refer to note 7.
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Fixed Interest Rate Maturing
Variable

0-3 months

4-12 months

1 - 5 Year

Non Interest
Bearing

Total

-

30,075,991

-

-

14,561,354

44,637,345

94,648,210

-

-

1,958,744

48,683

96,655,636

-

-

-

-

388,540

388,540

-

3,150,330

6,500,513

47,336,220

-

56,987,063

-

-

-

-

443,117

443,117

Total Financial assets

94,648,210

33,226,321

6,500,513

49,294,964

15,441,694

199,111,701

Financial liabilities
Deposits & Borrowing
Other Payables

97,539,620
-

43,533,467
-

41,033,171
-

5,572,621
-

1,320,981

187,678,880
1,320,981

97,539,620

43,533,467

41,033,171

5,572,621

1,320,981

188,999,861

As at 30 June 2021
Financial assets
Cash and cash
equivalents
Loans and advances
Other receivables
Investment Securities
Measured at
amortised cost
Equity investment
Securities designated
as FVOCI

Total Financial
liabilities

Fixed Interest Rate Maturing
Variable

0-3 months

4-12 months

1 - 5 Year

Non Interest
Bearing

Total

13,460,787

11,297,777

-

-

635,511

25,395,075

107,617,276

-

-

2,307,893

53,136

109,978,305

-

-

-

-

352,596

352,596

-

-

24,285,912

-

-

24,285,912

-

-

-

-

409,910

409,910

Total Financial assets 121,078,063

11,297,777

24,285,912

2,307,893

1,452,153

160,421,798

Financial liabilities
Deposits & Borrowing
Other Payables

70,749,442
-

43,541,947
-

31,610,930
-

3,622,071
-

1,270,046

149,524,390
1,270,046

70,749,442

43,541,947

31,610,930

3,622,071

1,270,046

150,794,436

As at 30 June 2020
Financial assets
Cash and cash
equivalents
Loans and advances
Other receivables
Investment Securities
Measured at
amortised cost
Equity investment
Securities designated
as FVOCI

Total Financial
liabilities
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4. Financial risk management (continued)
The Board has limited the level of mismatch of interest rate pricing by maintaining the majority of the loans portfolio
at variable rates, investments at short term fixed rates, savings accounts at variable rates and term deposits for fixed
rate periods up to maximum of two years.
(iii) Price risk
The Credit Union is exposed to price risk to the extent of the FVOCI investments. The Credit Union invests in equity
instruments that are not tradable in the market, and those investments are made to enable the Credit Union to carry
out its operating activities rather than for short-term price gains. As such, exposure to price risk is not significant to the
Credit Union.
(c) Credit risk
The Credit Union’s maximum exposure to credit risk at balance date in relation to each class of recognised financial
asset is the carrying amount of those assets as is indicated in the Statement of Financial Position. The Credit Union’s
strategies to minimise credit risk include the adoption of a risk assessment process for all members seeking finance,
and obtaining mortgage insurance for members seeking finance outside of the Credit Union’s normal lending policy.
Included within Loans and advances in the Statement of Financial Position are funds committed by the Credit Union via
unconsolidated structured entities in accordance with the Credit Union’s risk appetite.
The Credit Union has exposure to unconsolidated structured entities in the form of commitments made to these
vehicles. These commitments are transferred to these vehicles to fund loans and pay a return based on the returns of,
and exposure to those loans. These includes direct funding of individual personal loans through the SocietyOne P2P
Lending Trust and secured car loans through Plenti Lending platform.
The analysis of the Credit Union’s loans by class is as follows:
2021
Carrying

2020

Commitments

Value
Loan type

$

$

Max

Carrying

Exposure

Value

$

$

Max

Commitments

Exposure
$

$

Mortgage

86,991,976

23,861,335

110,853,310

98,933,173

16,342,053

115,275,226

Personal

2,048,221

-

2,048,221

2,893,537

-

2,893,537

370,453

-

370,453

554,430

-

554,430

89,410,650

23,861,335

113,271,984

102,381,140

16,342,053

118,723,193

7,244,986

-

7,244,986

7,597,165

1,315,277

8,912,442

96,655,636

23,861,335

120,516,970

109,978,305

17,657,330

127,635,635

Overdrafts
Total to natural
persons
Corporate
borrowers
Total
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4. Financial risk management (continued)
All loans and advances are reviewed and graded according to the anticipated level of credit risk. The classification
adopted is described below:
Non-Accrual Loans

Loans and advances where the recovery of all interest and principal is considered to be
reasonably doubtful, and hence provisions for impairment are recognised.

Restructured Loans

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

Assets acquired through
enforcement of security

Assets acquired in full or partial settlement of a loan or enforcement of security similar
facility through the enforcement of security arrangement.

Past-due Loans

Loans where payments of principal and/or interest are at least 1 day or more in arrears.
Full recovery of both principal and interest is expected. If impairment is required, the
loan is included in non-accrual loans.

Refer to disclosures in Note 20 for the detailed analysis of the Credit Union’s loans.
(d) Liquidity Risk
Liquidity risk is the risk that the Credit Union is unable to meet its payment obligations associated with its financial
liabilities when they fall due and to replace funds when they are withdrawn. The consequence may be the failure to
meet obligations to repay depositors and fulfill commitments to lenders.
The Credit Union’s liquidity management process, as carried out within the Credit Union and monitored by the Risk and
Compliance Committee and management includes:
• Day-to-day funding, managed by monitoring future cash flows to ensure that requirements can be met.
These include replenishment of funds as they mature or are borrowed by customers.
• Monitoring balance sheet liquidity ratios against internal and regulatory requirements; and
• Managing the concentration and profile of debt maturities.
Monitoring and reporting take the form of cash flow measurement and projections for the next day operationally,
and monthly strategic forecasting for liquidity adequacy. The starting point for those projections is an analysis of the
contractual maturity of the financial liabilities and the expected collection date of the financial assets.
The Credit Union also monitors unmatched medium-term assets, the level and type of undrawn lending commitments,
the usage of overdraft facilities and the impact of contingent liabilities such as standby letters of credit and guarantees.
Assets available to meet all of the liabilities and to cover outstanding loan commitments include cash and loans and
advances. The Credit Union would also be able to meet unexpected net cash outflows by redeeming debt securities
and accessing additional funding sources such as the standby credit facility.
The Credit Union has an arrangement with the industry liquidity support Credit Union Financial Support Services
(CUFSS) which can access industry funds to provide support to the Credit Union should it be necessary at short notice.
Refer to disclosures in Note 40.
The Credit Union is required to maintain at least 9% of total adjusted liabilities as liquid assets capable of being converted
to cash within 24 hours under the APRA Prudential Standards. The Credit Union policy is to maintain a minimum 13%
of funds as liquid assets to maintain adequate liquidity for meeting member withdrawal requests.
The table below presents the cash flows payable by the Credit Union on financial liabilities by remaining contractual
maturities at the balance sheet date. The amounts disclosed in the table are the contractual undiscounted cash flows,
including interest. Balances due within 12 months equal their carrying amounts as the impact of discounting is not
significant.
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4. Financial risk management (continued)
Carrying
Value

Up to 3
Months

97,539,620

97,531,613

-

-

-

-

97,531,613

84,639,470

43,667,412

41,060,580

72,495

-

-

84,800,487

Borrowings

5,499,790

-

-

5,465,540

-

-

5,465,540

Other Payables

1,320,891

-

-

-

-

1,320,981

1,320,982

Subtotal 188,999,861 141,199,025

41,060,580

5,538,035

0

1,320,981

189,118,622

As at 30 June 2021

3 - 12
Months

1-5
Years

After 5

No Maturity Total Cash
Flows

years

Financial liabilities
Deposits from members
– at call
Deposits from members
– term

Undrawn overdraft facility

-

400,000

-

-

-

-

400,000

Other commitments

-

16,277,196

-

-

-

-

16,277,196

188,999,861 157,876,221

41,060,580

5,538,035

0

1,320,981

205,795,818

3 - 12
Months

1-5
Years

Total Financial liabilities

Carrying
Value

Up to 3
Months

70,749,442

70,458,324

-

-

-

-

70,458,324

75,473,001

43,812,713

31,667,174

321,617

-

-

75,801,503

Borrowings

3,301,948

-

-

3,157,005

-

-

3,157,005

Other Payables

1,270,046

-

-

-

-

1,270,046

1,270,046

Subtotal 150,794,437 114,271,037

31,667,174

3,478,621

0

1,270,046

150,686,878

As at 30 June 2020

After 5

No Maturity Total Cash
Flows

years

Financial liabilities
Deposits from members
– at call
Deposits from members
– term

Undrawn overdraft facility

-

400,000

-

-

-

-

400,000

Other commitments

-

17,657,330

-

-

-

-

17,657,330

150,794,437 132,328,367

31,667,174

3,478,621

0

1,270,046

168,744,208

Total Financial liabilities

(e) Fair value measurement
All financial assets and financial liabilities are recorded at carrying amounts that approximate their fair value.
The fair value is required to be disclosed where the financial instruments are not measured at fair value in the Statement
of Financial Position. Disclosure of fair value is not required when the carrying amount is a reasonable approximation
of fair value.
Fair value hierarchy:
(i) quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1)
(ii) inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly
(as prices) or indirectly (derived from prices) (level 2), and
(iii) inputs for the asset or liability that are not based on observable market data (unobservable inputs) (level 3).
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4. Financial risk management (continued)
For the financial assets and financial liabilities where the fair values are reported below, all are measured using a
discounted cash flow model applying market rates based on the maturity of the asset or liability.
Fair value has been determined on the basis of the present value of expected future cash flows under the terms and
conditions of each financial asset 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 calculation
reflects the interest rate applicable for the remaining term to maturity not the rate applicable to original term.
The information is only relevant to circumstances at the reporting date and will vary depending on the contractual
rates applied to each asset and liability, relative to market rates and conditions at the time. No assets held are regularly
traded by the Credit Union, and there is no active market to assess the value of the financial assets and liabilities. The
values reported have not been adjusted for the changes in credit ratings of the assets.
The following tables present the Credit Union’s assets and liabilities measured and recognised at fair value at 30 June.
Fair
Value

2021
Carrying
Value

Fair
Value

2020
Carrying
Value

Financial Assets
Cash and cash equivalents
Loans and advances
Other receivables

44,637,345
96,655,636
388,540

44,637,345
96,655,636
388,540

25,395,075
109,978,305
352,596

25,395,075
109,978,305
352,596

56,987,063

56,987,063

24,285,912

24,285,912

443,117

443,117

409,910

409,910

199,111,701

199,111,701

160,421,798

160,421,798

Deposits from members – at call

97,531,613

97,539,620

70,458,324

70,749,442

Deposits from members – term

84,800,488

84,639,470

75,801,502

75,473,001

Borrowings

5,465,540

5,499,790

3,157,005

3,301,948

Other Payables

1,320,981

1,320,981

1,270,046

1,270,046

189,118,622

188,999,861

150,686,877

150,794,437

Investment Securities Measured at
amortised cost
Equity investment Securities
designated as FVOCI
Total Financial assets
Financial liabilities

Total Financial liabilities
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4. Financial risk management (continued)
There have been no transfers between levels during the year.
The following table presents the changes in level three equity instruments for the year ended 30 June:
2021

2020

$

$

Investment in equity instruments classified as FVOCI
Opening balance
Revaluation on transition to AASB 9 Financial Instruments
Additions
Revaluation through other comprehensive income
Impairment recognised in profit or loss

409,911
29,206
4,000
-

385,126
24,785
-

Closing Balance

443,117

409,911

The Credit Union only has equity instrument FVOCI. Based on the information available, Cuscal’s and TAS’s shares have
been revalued to fair value as AASB 9 no longer permits cost to be used as a proxy for fair value where observable
inputs are not available. These are its holdings in unlisted shares in Cuscal Limited, Transactions Solutions Pty Ltd,
Shared Lending Pty Ltd and Shared Service Partners Pty Ltd. Refer to Note 19.
(f) Fair value hierarchy
The following table provides the fair value measurement hierarchy of the Credit Union’s assets and liabilities.
2021

Note

Assets measured at fair value
Land and buildings
Financial Assets (at FVOCI)

23(a)
19(a)

-

Total assets measured at fair value
Assets for which fair values are disclosed
Cash and cash equivalents
Investment securities
Trade and other receivables
Loans and advances

4(e)

Total assets for which fair value is disclosed
Liabilities for which fair values are disclosed
Deposits
Borrowings
Trade and other payables
Total liabilities for which fair value is disclosed

Level 2
Total
Level 3
$’000
$’000
$’000
		
		
2,250
2,250
443
443

Level 1
$’000

4(e)

-

2,250

443

2,693

		
44,637
56,987
389
96,556

44,637
56,987
389
96,556

-

103,874

97,387

201,262

-

182,179
5,500
-

1,321

182,179
5,500
1,321

-

187,679

1,321

189,000

(g) Transfer of financial assets
The Credit Union has established arrangements for the transfer of loan contractual benefits of interest and repayments
to support ongoing liquidity facilities. These arrangements are with:• The Integris securitisation trust where the Credit Union acts as agent for the trust in arranging loans on behalf of
Integris, and/or can transfer the contractual rights to the trust of pre-existing loans at market value; and
• Bendigo and Adelaide Bank (Bendigo) where the Credit Union has arrangements where it can transfer the contractual
rights to Bendigo of pre-existing loans at market value.
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4. Financial risk management (continued)
Only residential mortgage-backed securities (RMBS) that meet specified criteria, are eligible to be transferred in each
of the above situations.
Securitised loans not on the balance sheet – Derecognised in their entirety
The values of securitised loans which are qualifying for de-recognition arising from transfer of interest in the loans, as
the conditions do not meet the criteria in the accounting standards. In each case the loans are variable interest rate
loans, hence the book value of the loans transferred equates to the fair value of those loans.
The associated liabilities are equivalent to the book value of the loans reported.
Integris Securitisation Services Pty Ltd
The Integris securitisation trust is an independent securitisation vehicle established by the peak Credit Union body
Cuscal. The Credit Union has an arrangement with Integris Securitisation Services Pty Ltd whereby it acts as an agent to
promote and complete loans on their behalf, for on sale to an investment trust. The Credit Union also manages the loans
portfolio on behalf of the trust. The Credit Union receives a management fee to recover the costs of administration of
the processing of the loan repayments and the issue of statement to the members.
The Credit Union does not have any obligations in connection with performance or impairment of guarantees, or call
options to repurchase loans.
This program was discontinued in February 2014. No further loans are being transferred in to this vehicle, however,
existing loans will remain and continue to run their course until fully repaid or refinanced.
Bendigo and Adelaide Bank non-securitisation lending facility
As the Integris Securitisation program through CUSCAL was discontinued in February 2014, the Credit Union as well as
a number of other participating Credit Unions, as a consequence and as an alternative, entered into an APRA approved
Receivables Acquisition and Servicing Agreement with the Bendigo and Adelaide Bank (Bendigo). This new off-Balance
Sheet loan funding facility is designed to cater for larger loans and/or high loan demand that on-Balance Sheet liquidity
cannot readily address. Under this arrangement the Credit Union will assign mortgage secured loans to Bendigo at the
book value of the loans, subject to acceptable documentation criteria with a complete absence of any securitisation
vehicle and/or securitisation related matters.
The Credit Union will contract directly with Bendigo and will be responsible for ensuring the funding program is suitable
for the organisation as well as its ongoing availability and administration.
The loans transferred qualify for de-recognition on the basis that the assignment transfers all the risks and rewards to
Bendigo and there are no residual benefits to the Credit Union. The Credit Union receives a management fee to recover
the costs of ongoing administration for processing of the loan repayments and the issue of statements to the members.
During the year the Credit Union has assigned no new lending facility to Bendigo. As at 30 June 2021, the Credit Union
had loans under management with the Bendigo and Integris programs of $3,141,758 (2020: $5,432,338).
5. Use of estimates and judgments
Management discusses with the Audit Committee the development, selection and disclosure of the Credit Union’s
critical accounting policies and their application, and assumptions made relating to major estimation uncertainties.
Judgement has been exercised in considering the impacts that the Coronavirus (COVID-19) pandemic has had, or may
have, on the Credit Union based on known information. The consideration extends to the nature of the products and
service offered, customers, staffing and geographic regions in which the Credit Union operates. The key estimates and
judgements associated with COVID-19 are detailed in Note 20 (regarding expected credit loss on loans to members)
and Note 23 (regarding fair value of land and buildings).
These disclosures supplement the commentary on financial risk management (see Note 4).
(i) Impairment losses on loans and advances
Management have made critical accounting estimates when applying the Credit Union’s accounting policies with
respect to the measurement of expected credit loss (ECL) allowance – refer Note 20. Key areas of judgement to be
considered under the new standard include:
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5. Use of estimates and judgments (continued)
• Recognition of credit losses based on “Stage 1” 12 month expected losses and “Stage 2” and “Stage 3” lifetime
expected credit losses.
• Determining criteria for significant increase in credit risk: An asset moves to stage 2 when its credit risk has increased
significantly since initial recognition. In assessing whether the credit risk of an asset has significantly increased the
Credit Union takes 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 measured on a
collective basis, the financial instruments are grouped on the basis of shared risk characteristics.
(ii) Valuation of Land and Buildings.
The 2021 revaluation was made by Preston Rowe Paterson Warrnambool as at 21 May 2021. The valuation basis of
land and buildings is at fair value, in compliance with AASB 13. The fair value of non-financial assets takes into account
a market participant’s ability to generate economic benefits by using the assets in its highest and best use or by selling
it to another market participant that would use the asset in its highest and best use (see Note 23).
(iii) Going Concern
The ongoing impact of the Coronavirus (COVID-19) pandemic and its impact on the Credit Union’s operations has
been subject to close consideration in preparing these financial statements. It is likely that the impact in terms of
profitability will be financially neutral, with the only impact being on the expected credit loss provision. However,
there has been a significant amount of scenario testing and forecasting undertaken to provide comfort that there is
no material uncertainty in terms of the Credit Union as a “going concern” the scenario testing undertaken indicates
that key metrics such as Capital Adequacy and Liquidity are able to be maintained at levels above both statutory
requirements and internal benchmarks for the forecasting period.
6. Segment reporting
The Credit Union operates predominantly in the finance industry within Victoria. The operations comprise of the
acceptance of deposits and issuing of loans to members.
7. Interest income and interest expense		
(a) Interest income and interest expense
2021

2020

$

$

98,015

216,514

4,297,260

5,176,131

Investment securities

245,108

296,722

Total interest income

4,640,413

5,689,367

Deposits from customers

(824,149)

(1,733,267)

Total interest expense

(824,149)

(1,733,267)

Net interest income

3,816,264

3,956,100

Interest income
Cash and cash equivalents
Loans and advances to customers

Interest expense
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7. Interest income and interest expense (continued)
(b) Analysis of interest income and interest expense
The following table shows the average balance for each of the major categories of interest-bearing assets and liabilities,
the amount of interest revenue or expense and the average interest rate. Averages are based on monthly data and
reflect approximately the average daily results achieved by the Credit Union.
2021

(a) Interest Revenue
Investment Securities
Loans and Advances
Cash and cash
equivalents

Average
Balance

Interest

Average
Interest
Rate

Average
Balance

Interest

Average
Interest
Rate

41,596,729
102,935,913

245,108
4,297,290

0.47%
4.17%

16,892,710
113,423,631

296,722
5,176,131

1.76%
4.58%

34,460,202

98,015

0.41%

22,442,466

216,514

0.96%

Total
(b) Interest Expense
Member Deposits

2020

4,640,413

169,221,750

Net Interest Income

824,149
3,816,264

8. Impairment Recovery / (losses) on loans and advances
(Increase)/decrease in provision for impairment
Bad debts recovered
Bad debts written off directly against profit

5,689,367

0.49%

143,229,862

1,733,267

1.21%

3,956,100
2021
$
21,951
9,824
(33,712)
(1,937)

2020
$
(24,941)
14,392
(84,029)
(94,578)

16,848
225,334
446,328

31,349
202,018
504,938

50,000
10,387
26,805
775,702

50,000
20,532
1,278
810,115

9. Non-interest income
Revenue from contracts with customers
Fees and commissions
- Loan fees
- Insurance commissions
- Other fees and commissions
Other sources of income
Government Grant
Dividends
Other income

Government grants
As part of its response to COVID-19, the Australian Government, in March 2020, announced various stimulus measures
to ease the burden experienced by businesses as a result of the economic fallout from the coronavirus lockdown and
social distancing measures.
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The ‘Boosting Cash Flow for Employers’ measure provided a tax-free ‘payment’ to eligible businesses with aggregated
annual turnover of less than $50 million if they employed people between 1 January 2020 and 30 June 2020. The
scheme works as follows:
• Initial cash flow boost – 100% of PAYG withheld for January to June 2020 (maximum of $50,000, minimum of $10,000);
and
• Additional cash flow boost – equal to the initial cash flow boost, received over two instalments as part of the June
2020 Business Activity Statement (BAS) and the September 2020 BAS (i.e. 50% in each BAS).
As both the ‘initial cash flow boost’ and ‘additional cash flow boost’ are effectively a waiver of the whole, or part, of the
PAYG liability, the amount of the ‘payment’ is recognised as grant income under AASB 120 Accounting for Government
Grants and Disclosure of Government Assistance because these cash flow boosts are being provided by the Government
in return for compliance with conditions relating to the operating activities of the entity.
The Credit Union received a cash flow boost of $50,000 upon lodgments of July 2020 to September 2020 BAS.
Revenue recognition is summarised in the accounting policy at Note 3(c). Further details with regards to the revenue
from contract with customers under AASB 15 is disclosed below:
Nature and timing of satisfaction of
performance obligations

Revenue recognition under AASB 15

Loan fees

Loan fees and charges includes fees for Loan fees and charges are recognised at the
ongoing loan account management, as point in time when the transaction takes
well as late repayment fees and other place.
penalty charges. These fees and charges
are charged to the customer’s account as
incurred.

Insurance commissions

Commission income is generated via the
issuing of 3rd party insurance policies to
members. A financial contribution is also
available to help cover the direct costs of
projects and/or campaigns.

Commission income is recognised when
the insurance policy is issued. Commission
income for renewals is recognised on
receipt as there is insufficient detail readily
available to estimate the most likely amount
of income without a high probability of a
significant reversal in a subsequent period.
The receipt of renewal commission income
is outside the control of the Credit Union
and is a key judgement area. Financial
contributions are recognised in the year
the campaign occurs.

Other fees and
commissions

The Credit Union provides financial services
to members. Fees for ongoing account
management are charged to the customer’s
account on a monthly basis. Transactionbased fees are charged to the customer’s
account when the transaction takes place.

Revenue from account service and
servicing fees is recognised over time as
the services are provided. Revenue related
to transactions is recognised at the point in
time when the transaction takes place.
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10. Depreciation and amortisation expense
Depreciation of plant and equipment
Depreciation of buildings
Amortisation of intangibles

2021
$

2020
$

60,165
38,017
124,321
222,503

56,629
37,048
138,446
232,123

1,240,715
126,165
16,582
5,061
22,576
40,321
1,451,420

1,543,046
154,953
6,357
25,754
83,863
1,813,973

425,250
408,828
834,078

337,946
394,650
732,596

13,836
27,393
10,990
11,685
8,359
72,263

13,565
22,173
8,456
11,849
37,360
93,403

66,703
751,868
166,045
341,813
219,444
1,545,873

91,247
691,000
208,690
368,240
210,100
1,569,277

51,150

51,190

11. Personnel expenses
Salaries and wages
Contributions to defined contribution plans
Payroll tax
Workers compensation insurance
Staff training
Other

12. Information technology expense
Computer and software maintenance
Managed desktop services

13. Office occupancy expense
Rates and taxes
Cleaning
Maintenance
Rent
Other
14. Other expenses
Advertising and promotion
Loan and deposit administration costs
Professional and consultancy fees
General administration costs
Other

(a) Auditor’s remuneration
External audit fees
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15. Income tax expense

2021
$

2020
$

(a) Income tax expense
Current tax expense
Deferred tax expense

104,588
6,583

90,628
(20,587)

Total income tax expense in the Statement for Profit or Loss

111,171

70,041

b) Numerical reconciliation between tax expense and pre-tax net profit
Profit for the year
Total income tax expense
Profit excluding income tax

352,721
111,171
463,892

160,224
70,041
230,265

120,612

63,323

6,478
379
(374)
(13,000)
1,028
115,123

7,196
20,587
(2,804)
(13,750)
4,047
78,600

(3,952)
111,171

(8,559)
70,041

Income tax using rate of 26% (2020:27.5%)
Tax effect of:
- Depreciation of buildings
- Movements in leave and expected credit losses
- Small business asset deduction
- Cash Boost
- Imputation tax credits
Less:
- Rebatable amount of imputation credits
Total income tax expense

Franking Credits held by the Credit Union after adjusting for franking that will arise from the payment of income tax
payable as at the end of the financial year is:
3,863,575

3,815,931

Since the Credit Union rules prevent a dividend being declared these franking credits are not likely to be available to
members.
Franking credits represent reserves upon which income tax has been paid.		
For the year ending 30 June 2021, the Credit Union has met the requirements to apply the Small Business Entity
reduced tax rates and therefore has applied a tax rate of 26% for 2021.
16. Cash and cash equivalents
Cash on hand
Cash at banks

407,803
44,229,542
44,637,345

556,755
24,838,320
25,395,075

161,032
227,508
388,540

86,930
265,666
352,596

17. Trade and other receivables
Interest receivable
Other receivable
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Note

2021
$

2020
$

121,322

98,843

19(a)
19(b)

443,117
56,987,063
57,430,180

409,910
24,285,913
24,695,823

19(a)(i)
19(a)(ii)
19(a)(iii)
19(a)(iv)

349,052
50,065
20,000
24,000
443,117

324,681
45,229
20,000
20,000
409,910

18. Other assets
Prepayments
19. Financial assets
Equity Investment Securities classified as FVOCI
Investment Securities measured at amortised cost
(a) Equity Investment Securities classified as FVOCI
Unlisted shares in :
Cuscal Limited
TransAction Solutions Pty Ltd
Shared Lending Pty Ltd
Shared Services Partners Pty Ltd

The value of these shares was $443,117 at 30 June 2021 (2020 - $409,910). The Credit Union is not intending to dispose
of these shares and will reassess the values in 2021/2022 financial year.
(i) CUSCAL Limited shares
This company supplies services to the member organisations which are all Credit Unions and Mutual Banks. At 1 July
2018, the Credit Union designated its investment in CUSCAL equity securities as at FVOCI in accordance with AASB 9.
The shares are able to be traded but within a market limited to other mutual ADI’s.
Management have used unobservable inputs to assess the fair value of the shares. The financial reports of CUSCAL
record net tangible asset backing of these shares exceeding their cost value. Based on the net assets of CUSCAL,
any fair value determination on these shares is likely to be greater than their cost value, but due to the absence of a
deep and liquid market, a market value is not able to be determined readily. Management has determined that the
net tangible asset value of $1.37 per share as at 30 June 2021 is a reasonable approximation of fair value based on
CUSCAL’s net assets as at 30 June 2020.
At year end the Credit Union has utilised a similar valuation methodology, taking into consideration all available financial
information as well as factors including, but not limited to, changes in the investee’s performance, technological
advancements, market and economic conditions, as well as recent sales information where available.
(ii) TransAction Solutions Pty Ltd
At 30 June 2021 the Credit Union held 6,097 “A” class shares.
The deemed fair value of the “A” class shares at 30 June 2021 was $50,065 (2020: $45,230). Transaction Solutions Pty
Ltd is an unlisted public company. The shares held by the Credit Union are not tradeable in an open market. The Credit
Union is not intending to dispose of these shares.
Management have used unobservable inputs to assess the fair value of the shares. The financial reports of TAS record
net tangible asset backing of these shares exceeding their cost value. Based on the net assets of TAS, any fair value
determination on these shares is likely to be greater than their cost value, but due to the absence of a deep and liquid
market, a market value is not able to be determined readily. Management has determined that the net tangible asset
value of $7.42 per share as of 30 June 2021 is a reasonable approximation of fair value based on TAS’s net assets as at
30 June 2020.
TAS’s primary function is to provide a secure and stable platform for the Ultradata Credit Union Solution and Ultracs
retail banking software used by the TAS Managed Services user group, of which South West Credit Union is a party.
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19. Financial assets (continued)

At year end the Credit Union has utilised a similar valuation methodology, taking into consideration all available financial
information as well as factors including, but not limited to, changes in the investee’s performance, technological
advancements, market and economic conditions, as well as recent sales information where available.
(iii) Shared Lending Pty Ltd
In February 2018, shares were purchased in Shared Lending Pty Ltd, an initiative by six credit union members. The
company was formed as Shared Lending Pty Ltd and registered under a trade name ConXsyn, to manage the loan
sharing scheme on behalf of the six founding credit unions (which includes South West Credit Union).
Based on the information available, the carrying value of these shares was assessed to approximate their fair value. The
value of these shares was $20,000 at 30 June 2021.
(iv) Shared Service Partners Pty Ltd
In March 2016, Shares were purchased in Shared Service Partners Pty Ltd (“SSP”), an initiative of Customer Owned
Banking Association (“COBA”) including 25 syndicate members. The Credit Union will receive beneficial services from
SSP as result of holding these shares.
Based on the information available, the carrying value of these shares was assessed to approximate their fair value as
a more relevant fair value estimate and the value of these shares were $24,000. These shares in SSP cannot be traded
and are refunded when the Credit Union leaves SSP and sells back the shares to SSP.
(b) Investment Securities measured at amortised cost
Term Deposits
Bonds and NCDs (Negotiable Certificates of Deposits)
Total Fixed Term Investments

2021
$
3,262,289
53,724,774
56,987,063

2020
$
3,762,289
20,523,624
24,285,913

None of the investment securities are either past due or impaired.
The current portion of the investments at reporting date is $56,987,063 (2020: $23,285,913) and non-current portion
is Nil (2020: $1,000,000).
20. Loans and advances
(a) Loans by profile represented as follows:
Overdrafts
Term loans
Less Provision for Impaired Loans
Total Loans and Advances

2,613,440
94,042,196
96,655,636
(102,053)
96,553,584

3,589,220
106,389,085
109,978,305
(124,004)
109,854,301

(b) Loans by maturity represented as follows:
Up to 3 months
Longer than 3 and not longer than 12 months
Longer than 1 but not longer than 5 years
Longer than 5 years
Total Loans and Advances

2,453
2,776,300
3,617,014
90,259,870
96,655,636

3,042
3,767,613
5,045,380
101,162,270
109,978,305
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(c) Provision for impaired:
Amounts arising from ECL

The loss allowance as of the year end by class of asset is summarised in the table below.
2021

2020

Gross

ECL

Carrying

Gross

ECL

Carrying

Carrying

Allowance

value

Carrying

Allowance

value

value

value

$

$

$

$

$

$

91,993,976

(75,746)

91,918,230

103,495,548

(49,027)

103,446,521

973,574

(12,537)

961,039

1,503,746

(19,767)

1,483,979

2,613,439

(1,661)

2,611,778

3,589,219

(24,525)

3,564,692

Plenti

519,828

(2,055)

517,773

864,248

(2,161)

862,087

SocietyOne

554,819

(10,054)

544,764

525,544

(28,522)

497,022

96,655,636

(102,053)

96,553,584

109,978,305

(124,004)

109,854,301

Mortgages
Personal loans
Overdrafts

Total

2021
Total

Total

$

$

$

(11,982)

(8,317)

(75,746)

(49,026)

(3,349)

(1,722)

(7,466)

(12,537)

(19,767)

(1,380)

(281)

(-)

(1,661)

(24,525)

(2,055

(-)

(-)

(2,055)

(2,161)

(4,539)

(384)

(5,131)

(10,054)

(28,522)

(66,770)

(14,369)

(20,914)

(102,053)

(124,004)

82,284,726,

13,932,213

438,698

96,655,636

109,978,305

Stage 1

Stage 2

Stage 3

12 month ECL

Lifetime ECL

Lifetime ECL

$

$

(55,447)

Personal loans
Overdrafts

Mortgages

Plenti
SocietyOne
Loss allowance
Carrying amount
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The reconciliation from the opening to the closing balance of the allowance for impairment is shown in the table below:
2021

2020
Total

Total

$

$

$

(72,242)

(21,804)

(124,004)

(99,064)

(36,841)

-

-

(36,841)

-

- Transfer to stage 2

-

57,873

-

57,873

(69,289)

- Transfer to stage 3

-

-

(27,020)

(27,020)

(5,933)

-

-

-

-

15,023

29

-

27,910

27,939

35,259

-

-

-

-

-

-

-

-

-

-

(66,770)

(14,369)

(20,914)

(102,053)

(124,004)

Stage 1

Stage 2

Stage 3

12 month ECL

Lifetime ECL

Lifetime ECL

$

$

(29,958)

- Transfer to stage 1

Loans to members
Balance at 1 July
Changes in the loss allowance

- Net movement due to change in
credit risk
- Write-offs
- Recoveries of amounts previously
written off
- Changes in model/risk
parameters
Balance at 30 June

Key assumptions in determining the ECL
Measurement of ECL’s:
The key inputs into the measurement of ECL’s include the following variables:
• Probability of default (PD);
• Loss given default (LGD);
• Exposure at default (EAD); and
• discounting.
These parameters are generally derived from internal analysis, management judgements and other historical data.
They are adjusted to reflect forward-looking information as described below.
PD estimates are calculated based on arrears over 90 days and other loans and facilities where the likelihood of
future payments is low. The definition of default is consistent with the definition of default used for internal credit risk
management and regulatory reporting purposes. Instruments which are 90 days past due are generally considered to
be in default.
LGD is the magnitude of the likely loss if there is a default. The Credit Union estimates LGD parameters based on
the history of recovery rates of claims against defaulted counterparties. The LGD percentage applied considers the
structure of the loan, collateral, seniority of the claim, counterparty industry and recovery costs of any collateral that
is integral to the financial asset. For loans secured by retail property, Loan to Value Ratios (LVR) are a key parameter in
determining LGD. LGD estimates are recalibrated for different economic scenarios and, for real estate lending, to reflect
possible changes in property prices. They are calculated on a discounted cash flow basis using the effective interest rate
as the discounting factor.
EAD represents the expected exposure in the event of a default. The Credit Union derives the EAD from the current
exposure to the counterparty and potential changes to the current amount allowed under the contract including
amortisation. The EAD of a financial asset is its gross carrying amount. For lending commitments and financial
guarantees, the EAD includes the amount drawn, as well as potential future amounts that may be drawn under the
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contract, which are estimated based on historical observations and future expectations.
Where appropriate, in calculating the ECL, future cash flows are discounted at the original effective interest rate of the
exposure.
Grouping of similar assets
Since the loans are homogenous in terms of borrower type and contractual repayment terms, the portfolio is currently
managed through the dissection of the portfolio arrears reports.
The Credit Union has elected to use the following segments when assessing credit risk for Stages 1 and 2 of the
impairment model:
• Mortgages
• Personal loans
• Overdrafts
• Plenti
• SocietyOne
Stage 3 of the impairment model will be assessed on an individual basis.
The groupings are subject to regular review to ensure that exposures within a particular group remain appropriately
homogeneous.
Sensitivity Analysis and Forward-Looking Information
The uncertainty in the current environment due to the Covid-19 pandemic introduced significant estimation uncertainty
in relation to the measurement of the Credit Union’s allowance for ex-pected credit losses which could result in an
understatement or overstatement due to the follow-ing factors:
• The extent and duration of measures to stop or reduce the speed and spread of the Covid-19 virus;
• The extent and duration of the economic downturn, along with the time required for eco-nomic activity to recover;
and
• The effectiveness and extent of continued government stimulus measures, in particular their impact on the magnitude
of economic downturn and the extent and duration of the recovery.
The Credit Union has prepared a sensitivity analysis over the allowance for expected credit losses taking into
consideration a base case, upside, downside and severe downside scenario across each of the Credit Union’s loan
portfolios. Factors considered in the sensitivity analysis include ex-pected default of borrowers in future periods, future
unemployment rates, and changes in the property market. The scenarios, including its underlying indicators, have been
developed using a combination of publicly available data, internal forecasts and third-party information to form the
base case scenario. The Credit Union considered the following scenario’s in its sensitivity analysis:
Upside scenario: Based on 10% unemployment and lower business closure at 9% on average across all sectors and no
drop in property valuation and loss probability assessed at loan portfolios over 80% LVR.
Base case: Based on 20% unemployment and lower business closure at 9% on average across all sectors and no drop-in
property valuation and loss probability assessed at loan portfolios over 70% LVR.
Downside: Based on 20% unemployment and business closure on individual industry basis (e.g. Hospitality at 26%)
across sectors and loss probability assessed at loan portfolios over 60% LVR, with an expectation of a 20% drop in
property valuation.
Severe downside: Based on 30% unemployment and business closure on individual industry basis (e.g. Hospitality at
37%) across sectors on a worst-case scenario and loss probability assessed at loan portfolios over 60% LVR, with an
expectation of a 20% drop in property valuation.
The results of the sensitivity analysis performed, taking into consideration a probability weighted average of each
different scenario eventuating, showed that the effect was not material compared to the Credit Union’s base case
allowance for expected credit losses. The Credit Union has elected to use the base case to measure its expected
credit loss allowance at 30 June 2021. Given the economic uncertainties and the judgement applied to factors used in
determining the expected default of borrowers in future period, expected credit losses reported by the Credit Union
should be considered as a best estimate within a range of possibilities.
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Significant increase in credit risk
The Credit Union is not required to develop an extensive list of factors in defining a ‘significant increase in credit risk’. In
assessing significant increases in credit risk where a loan or group of loans must move to Stage 2 the following factors
have been considered in the Credit Union’s current model:
• Loans more than 30 days past due
• Overdrafts and overdrawn accounts 14 days past due
When determining whether the risk of default on a financial instrument has increased significantly since initial
recognition, the Credit Union considers reasonable and supportable information that is relevant and available without
undue cost or effort. This includes both quantitative and qualitative information and analysis, based on the Credit Union’s
historical experience and expert judgement, relevant external factors and including forward-looking information.
The Credit Union presumes that the credit risk on a financial asset has increased significantly since initial recognition
when the exposure is more than 30 days past due (or 14 days for overdrafts and overdrawn accounts) unless the Credit
Union has reasonable and supportable information that demonstrates otherwise.
The approach to determining the ECL includes forward-looking information. The Credit Union has performed historical
analysis and identified the key economic variables impacting credit risk and expected credit losses for each portfolio
segment.
In assessing forecast economic conditions, consideration has been given to both the significant government support
measures being undertaken and relief offered to borrowers by the Group. This includes deferred repayment periods of
up to six months on small business loans and three months for retail customers and also the RBA Term funding facility
providing a three year facility at 25 basis points.
The credit risk implications are considered more severe for hospitality and accommodation, tourism and education,
whereas the impact to manufacturing, trade, transport, construction and mining are considered milder.
In calculating the expected credit loss provision, the Credit Union has applied judgement in determining when a
significant increase in credit risk has occurred. For example, the extension of payment holidays to borrowers as part
of a COVID-19 support package will not, in all cases, mean a significant increase in credit risk has occurred or the loan
has been restructured.

(e) Restructured loan balances

2021
$
175,469

2020
$
4,697,017

Restructured loans are loans where the borrower’s original terms and conditions have changed so that the borrower
is given a concession in meeting the original terms. The revised terms are not comparable to new or existing loan
facilities. The concession is provided to borrowers with financial difficulties.
In accordance with APRA regulatory advice, where the Credit Union has granted loan repayment deferrals under the
COVID-19 support package, these loans are not automatically regarded as restructured. These loans are assessed
individually and where the loan terms are renegotiated or modified these are considered restructured.
(f) Assets acquired through security enforcement restricted loans
(g) Interest revenue received on non-accrual and restructured loans
(h) Interest lost on non-accrual or restructured loans

-

-

8,115
-

44,472
-
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20. Loans and advances (continued)

(i) Passed due not impaired
As at 30 June 2021, loans and advances of $278,777 (2020: $456,165) were past due but not impaired. Adequate
security is held to cover recovery of the debt. The ageing analysis is as follows:
2021

2020

$

$

Past due up to 90 days (fully secured)

46,580

305,003

Past due 91 - 365 days (fully secured)

232,197

151,162

Past due 365 and Over (fully secured)

-

-

278,777

456,165

(j) Not Past due or impaired 		
As at 30 June 2021 within loans and advances $112,426,695 (2020: $126,538,078) represent those that are neither
past due nor impaired. Based on credit history of the counterparties to these loans and advances, it is expected that
these amounts will be received when due.
(k) Impaired
As at 30 June 2021 within loans and advances $178,677 (2020: $65,896) represent those that are classified as impaired
loans.
It is not practical to value all collateral as at the balance date due to the variety of assets and their nature and condition.
A breakdown of the quality of the residential mortgage security on a portfolio basis is as follows:
80,911,972

91,680,119

Loan to value ratio of more than 80% but mortgage insured

6,205,601

8,696,649

Loan to value ratio of more than 80% not mortgage insured

2,116,663

2,436,029

89,234,236

102,812,797

(96,602)

(36,085)

Provision for impairment

26,534

34,101

Annual leave & long service leave entitlements

94,529

93,545

121,063

127,646

(7,567)

(6,859)

984

13,729

Loan to value ratio of 80% or less

Total
21. Current tax assets
Income tax (Payable)
22. Deferred tax assets
Deferred tax assets comprise:

The deferred tax charge in the income statement comprises the following
temporary differences:
Provision for loan impairment
Annual leave and long service leave provisions
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23. Property, plant and equipment
(a) Property

Land - Warrnambool (at valuation 30 June)
Buildings (at valuation 30 June)
Fair value as at 30 June

2021

2020

$

$

1,000,000

900,000

1,250,000

1,200,000

2,250,000

2,100,000

The 2021 revaluation was made by Preston Rowe Paterson (PRP) Warrnambool as at 21 May 2021. This valuation has
been carried out by PRP in accordance with Royal Institution of Charted Surveyors (RICS) red book valuation professional
standards and/or the Australian Property Institute (API) “Professional Practice” guidance notes. The valuation basis of
land and buildings is at fair value, in compliance with AASB 13. The fair value of non-financial assets takes into account
a market participant’s ability to generate economic benefits by using the assets in its highest and best use or by selling
it to another market participant that would use the asset in its highest and best use. The revaluation surplus net of
applicable deferred income taxes was credited to asset revaluation reserves in Note 32.
The valuation was performed at a time of economic and social uncertainty due to Covid-19 pandemic. The valuation
report acknowledged that there is not yet any comparable market available to determine what, if any, impact current
Covid-19 (coronavirus disease) may have on the value or marketability of the subject property, particularly in the short
and medium term. While the valuation report does not indicate impairment of land and buildings, it does present
estimation uncertainty regarding the increased valuation of the land and buildings. The valuation is performed as at
the current date of valuation only. The fair value assessed may change significantly and unexpectedly over a relatively
short period of time (including as a result of factors that the Valuer could not reasonably have been aware of as at
the date of valuation). The Credit Union has determined that the carrying amount of land and buildings, and the fair
value are not materially different. The current valuation is based on specific assumptions that appear reasonable based
on current local market sentiment and forecasts, notwithstanding the market uncertainty resulting from the current
Covid-19 environment.
If land and buildings were stated on the historical cost basis, the carrying amounts would be as follows:
Freehold land – Cost
Buildings – Cost
Less: Accumulated Depreciation
Net carrying value of Land and Buildings

188,000
505,644
(420,700)
272,944

188,000
505,644
(382,684)
310,960

Revaluation attributable to Land and Buildings

1,977,056

1,789,040

Fair value at 30 June

2,250,000

2,100,000

Office Equipment (at cost)
Less Accumulated Depreciation

161,030
(122,566)
38,464

176,630
(125,979)
50,651

Furniture & Fittings (at cost)
Less Accumulated Depreciation

217,539
(168,980)
48,559

185,647
(156,920)
28,727

Motor Vehicles (at cost)
Less Accumulated Depreciation

91,973
(60,952)
31,021

91,973
(50,891)
41,082

(b) Plant and equipment
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2021

2020

Property (Land and Buildings) note 23(a)

$
208,910
(170,801)
38,109
2,250,000

$
197,853
(150,152)
47,701
2,100,000

Total Property, Plant and Equipment

2,406,153

2,268,161

23. Property, plant and equipment (continued)
Computer Equipment (at cost)
Less Accumulated Depreciation

(c) Movement in the assets balances during the year were:
Office

Furniture &

Motor

Computer

Work in

Land and

Equipment

Fittings

Vehicles

Equipment

Progress

Buildings

$

$

$

$

$

$

$

60,859

36,685

-

56,298

-

2,100,000

2,253,842

4,866

3,738

50,305

9,722

-

2,794

71,425

Less:

-

-

-

3,648

-

-

3,648

Assets disposed

-

-

-

(1,331)

-

-

(1,331)

(15,074)

(11,696)

(9,223)

(20,636)

-

(37,048)

(93,677)

-

-

-

-

-

34,254

34,254

50,651

28,727

41,082

47,701

-

2,100,000

2,268,161

2,875

31,892

-

13,390

-

-

48,157

Assets transferred to intangibles

-

-

-

-

-

-

-

Assets disposed

-

-

-

-

-

-

(15,062)

(12,060)

(10,061)

(22,982)

-

(38,017)

(98,182)

-

-

-

-

-

188,017

188,017

38,464

48,559

31,021

38,109

-

2,250,000

2,406,153

Balance at 30 June 2019
Purchases

Total

Transfers to/from WIP

Depreciation charge
Revaluation
Balance at 30 June 2020
Purchases
Less:

Depreciation charge
Revaluation
Balance at 30 June 2021

24. Intangible assets

2021

2020

$

$

Intangible Assets

1,032,733

914,861

Less Accumulated Amortisation

(776,750)

(652,429)

255,983

262,432

Intangible assets includes software licence with Ultradata Australia Pty Ltd for the provision of a software licence and
maintenance agreement.
Movements in the asset balances during the year were:
Opening balance

262,432

273,557

Purchases (including WIP)

117,872

157,980

Transfer to Computer Equipment

-

(3,647)

Less Disposal

-

(27,012)

(124,321)

(138,446)

255,983

262,432

Amortisation charge
Balance at the end of the year
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25. Deposits

Call deposits (including withdrawable member shares)
Term deposits
Maturity Analysis:
At call
Not longer than 3 months
Longer than 3 and not longer than 12 months
Longer than 1 but not longer than 5 years

2021
$
97,539,620
84,639,470
182,179,090

2020
$
70,749,442
75,473,001
146,222,443

97,539,620
43,533,467
41,033,171
72,831
182,179,090

70,749,442
43,541,947
31,610,931
320,123
146,222,443

Geographical concentration of deposits:
The Credit Union operates in the geographic area of South West Victoria and customers deposits at balance date were
principally received from customers employed in this area.
The geographical segments details are below:
Victoria
New South Wales
Other

180,645,263
769,546
764,281
182,179,090

142,998,494
1,663,774
1,560,176
146,222,443

5,499,790

3,301,948

26. Borrowings
Term Funding Facility (TFF)

On 19 March 2020, the RBA announced it was establishing a Term Funding Facility (TFF) for ADIs to reinforce the
benefits to the economy of a lower RBA cash rate and encourage ADIs to support businesses. The facility provides
three-year funding via repurchase transactions with the RBA at specific cost and is available to be drawn through to
the end of June 2021. As prescribed by RBA at the end of June 2021 South West Credit Union has drawn down the full
entitlement of $5,499,790.
27. Trade and other payables
Trade Creditors
Accrued Interest Payable
Other Creditors

174,982
166,361
979,638
1,320,981

149,405
367,055
753,586
1,270,046

150,139
205,171
355,310

145,883
188,365
334,248

8,263
363,573

5,916
340,164

28. Provisions
Current
Provision for Annual Leave
Provision for Long Service Leave
Non-Current
Provision for Long Service Leave
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28. Provisions (continued)

(a) Employee Entitlements (annual leave)
Movement in the Provision for Annual Leave balances during the year:
Balance at beginning of year
Add / (Deduct):
Additional provision recognised
Amounts used during the year
Balance at the end of the year
(b) Employee Entitlements (long service leave)
Movement in the Provision for Long Service Leave balances during the year:
Balance at beginning of year
Add / (Deduct):
Additional provision recognised
Amounts used during the year
Balance at the end of the year
Total Provisions

2021
$

2020
$

145,883

121,429

86,962
(82,706)
150,139

131,589
(107,135)
145,883

194,281

168,812

17,286
1,867
213,434
363,573

25,469
194,281
340,164

427,105

370,627

29. Deferred tax liabilities
Deferred tax liability - Revaluation Adjustments
30. Standby borrowing facilities
Approved standby and overdraft facilities		
		
The Credit Union had an approved overdraft facility at 30 June 2021 of $400,000 (2020: $400,000) which is secured by
way of a first ranking floating charge over the assets and undertakings of the Credit Union. The amount utilised at 30
June 2021 was $Nil (2020: $Nil).
31. Retained Earnings
The retained earnings represents the accumulation of prior years’ trading profits of the Credit Union after transfers to
reserves. The retained earnings as at 30 June 2021 is $9,972,215 (2020: $9,636,633).
Shareholder share redemption reserve
The retained earnings includes amounts allocated for the purpose of a shareholder share redemption balance per
section 254K of the Corporations Act 2001. The balance at 30 June 2021 of $14,890 (2020: $13,620) represents the
amount of redeemable shares redeemed by the Credit Union since 1999. The law requires that the redemption of the
shares be made out of profits. Since the value of the shares has been paid to members in accordance with the terms
and conditions of the share issue, the account represents the amount of profits appropriated to the account. The 2021
allocation amounts to $1,270 (2020: $1,690).
32. Asset revaluation reserve					
This reserve represents gains on revaluation of property owned by the Credit Union.
Balance at 1 July
Add/(Less): Movement for year
Revaluation of property at 30 June
Deferred tax liability impact of revaluation
Balance at 30 June
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1,368,879

188,016
(48,884)
1,532,845

34,253
(9,419)
1,393,713
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33. Financial Asset Reserve

Balance at 1 July
Revaluation of Shares at 30 June
Deferred tax liability impact of revaluation
Balance at 30 June

2021
$

2020
$

160,593
29,205
(7,593)
182,205

142,624
24,785
(6,816)
160,593

322,625

323,345

17,139
339,764

(720)
322,625

34. General reserve for credit losses
This reserve records amount maintained to comply with the Prudential Standards
set down by APRA.
Balance at 1 July
Add/(Less): Movement for year
Transfer from /(to) retained earnings
Balance at 30 June
35. Notes to and forming part of the Statement of Cash Flows
(a) The net cash provided by operating activities is reconciled to the net profit after tax
Net profit after tax
Depreciation
352,721
Amortisation
98,182
Dividends received
124,321
(10,387)
Changes in assets and liabilities
(Increase) in trade and other receivables
(35,944)
(Increase) in other assets
(22,479)
(increase) in loans and advances
13,322,668
(Increase) in deferred tax assets
6,583
(Increase) in income tax receivable
60,517
Increase in deposits
38,154,489
Increase in trade and other payables
50,935
increase in expected credit losses
(21,951)
(decrease) in provisions
23,409
Cash flows provided by operating activities
52,103,064

160,224
93,677
138,446
(10,012)
(49,774)
25,796
5,192,963
(20,588)
6,730
5,441,271
(145,332)
24,940
49,923
10,908,264

(b) Cash flows presented on a net basis
Cash flows arising from loan advances, loan repayments, member deposits, member withdrawals and from sale and
purchases of maturing certificates of deposits have been presented on a net basis in the Statement of Cash Flows.
36. Financial Commitments
Loan to members approved but not advanced as at 30 June
Loan redraw facilities

9,780,750
14,080,585

10,778,671
6,878,659
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37. Economic Interdependency

The Credit Union has entered into contracts with the following service providers:
Cuscal Limited
Service is provided by way of production and management of customer services including settlements with banks for
member chequing, Visa Debit, automatic teller machine, internet banking and EFTPOS transactions. Deposit taking
facilities are also provided.
In addition Cuscal has commenced providing an interface system used to link domestic ATM’s, customers’ Visa Debit
Cards and the Credit Union’s EDP System.
TransAction Solutions Pty Ltd
This entity is an EDP service bureau which also provides managed desk top services to the Credit Union.
Ultradata Australia Pty Ltd
Maintenance Agreement with Ultradata Australia Pty Ltd for the provision and maintenance of software was extended
by further two years to September 2025.
38. Related Party Transactions
(a) Directors Remuneration
As approved at the 2020 Annual General Meeting on 10 November 2020, $10,502 (previously $10,502) per annum was
provided for each Director.
An additional allowance of:
• $10,502 (previously $10,502) for the Chairperson
• $5,728 allowance (previously $5,728) to the Audit Committee Chair
• $5,728 allowance (previously $5,728) to the Risk and Compliance Committee Chair were also provided.
Total directors’ remuneration was set at $95,472 (previously $95,472) plus superannuation guarantee where applicable.
(b) Key Management Personnel
Key management personnel are the Directors and those Senior Executives that are responsible for the planning,
directing and controlling of the activities of the Credit Union. Details of changes to the Directors are shown in the
Directors Report.
(i) Compensation paid to key management personnel
Short-term employee benefits
Post employment benefits
Other long term benefits
Termination benefits

(ii) Loans to key management personnel (included related parties)
Loans outstanding at beginning of year
Net balances from changes in personnel
Advances made during the year
Interest and fees charged
Repayments made during the year
Loans outstanding at end of year

2021
$
462,517
41,780
5,677
509,974

2020
$
447,809
42,542
8,591
498,942

691,751
186,231
26,295
(114,537)
789,740

757,114
25,392
(90,755)
691,751

Loans granted at commercial terms are provided at the same interest rate and terms available to members generally.
Security is taken in the majority of cases in accordance with the Credit Union’s normal credit risk policy. At balance
date key management personnel had in place overdraft facilities for $27,000. These facilities were partially drawn as
at 30 June 2021.
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38. Related Party Transactions (continued)
(c) Transactions with other Related Parties
Other transactions between related parties include deposits from director related entities and close family members
of directors.
The Credit Union’s policy for receiving deposits from related parties is that all transactions are approved and deposits
accepted on the same terms and conditions which applied to members for each type of deposit.
There are no benefits paid or payable to the close family members of the key management persons and directors.
39. Concentration of assets and liabilities
As at 30 June 2021 the Credit Union was not holding any individual or group deposits which accounted for more than
10% of its total liabilities or any individual or group loans greater than 10% of regulatory capital as per prudential
requirements other than where exceptions have been approved by the Australian Prudential Regulation Authority. It is
noted, however, that the internally ratified policy of the Credit Union is for exposure to any individual or group to not
exceed 5% of Members’ Funds.
40. Contingent Liabilities
In the normal course of business the Credit Union enters into various types of contracts that give rise to contingent or
future obligations. These contracts generally relate to the financing needs of customers. The Credit Union uses similar
credit policies and assessment criteria in making commitments and conditional obligations for off-balance sheet risks
as it does for on-balance sheet loan assets. The Credit Union holds collateral supporting these commitments where it
is deemed necessary.
Guarantees
Letters of credit and financial guarantees written are conditional commitments issued by the Credit Union to guarantee
the performance of a customer to a third Party.

Guarantees to the benefit of Members:

2021
$
66,453

2020
$
96,735

Guarantees are provided by the Credit Union to CUSCAL on behalf of members to support payroll transfers.
Liquidity support scheme
The Credit Union is a member of the Credit Union Financial Support Scheme Limited (CUFSS) a Company limited by
guarantee, established to provide financial support to member credit unions in the event of a liquidity or capital
problem. As a member, the Credit Union is committed to maintaining 3.0% of the total assets as deposits with CUSCAL
Limited.
Under the terms of the Industry Support Contract (ISC), the maximum call for each participating credit union would be
3.1% of the credit union’s total assets. This amount represents the participating credit union’s irrevocable commitment
under the ISC. At the balance date there were no loans issued under this arrangement.
41. Events subsequent to reporting date
The Coronavirus (COVID-19), which is a respiratory illness caused by a new virus, was declared a world-wide pandemic
by the World Health Organisation in March 2020. COVID-19, as well as measures to slow the spread of the virus, have
since had an impact on the Australian and local economy.
As at the date of preparation of these financial statements the impact of the Coronavirus (COVID-19) pandemic is
ongoing and the situation continues to change rapidly. The speed and recovery of economic activity is largely dependent
on measures imposed by the Australian Government, such as maintaining social distancing requirements, quarantine,
travel restrictions and any economic stimulus that may be provided.
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41. Events subsequent to reporting date (continued)
Given the dynamic and evolving nature of COVID-19, limited recent experience of the economic and financial impacts
of such a pandemic on the preparation of these financial statements, changes to the estimates and judgements that
have been applied in the measurement of assets and liabilities may arise in the future. Other than adjusting events that
provide evidence of conditions that existed at the end of the reporting period, the impact of events that arise after the
reporting period will be accounted for in future reporting periods.
Aside from the above, Directors are not aware of any other matter or circumstances since the end of the financial year
which has significantly affected or may significantly affect the operations of the Credit Union.
42. Capital management
The capital levels are prescribed by Australian Prudential Regulation Authority (APRA). Under the APRA prudential
standards capital is determined in three components:
• Credit risk
• Market risk (trading book)
• Operations risk.
The market risk component is not required as the credit union is not engaged in a trading book for financial instruments.
Capital resources
Tier 1 Capital
The vast majority of Tier 1 capital comprises:
• Retained profits
• Financial Assets Reserves.
• Asset Revaluation Reserves on Property
Additional Tier 1 capital
This classification of capital includes:
• Preference share capital approved by APRA and qualify as Tier 1 capital
Tier 2 Capital
Tier 2 Capital consists of capital instruments that combine the features of debt and equity in that they are structured as
debt instruments, but exhibit some of the loss absorption and funding flexibility features of equity. There are a number
of criteria that capital instruments must meet for inclusion in Tier 2 capital resources as set down by APRA.
Tier 2 capital generally comprises:
• General reserve for Credit Losses
• Tier 2 capital instruments - subordinated loan.
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42. Capital management (continued)

Tier 1
General Reserve and Retained earnings
Financial Asset Reserve
Redemption Reserve
Capital Reserve
APRA Tier 1 adjustments
Net Tier 1 Capital
Tier 2
Reserve for Credit Losses
Net Tier 2 Capital
Total Capital

2021
$

2020
$

9,957,327
182,205
14,890
1,532,845
(630,787)
11,056,480

9,623,013
160,593
13,620
1,393,713
(672,341)
10,518,598

339,764
339,764

322,625
322,625

11,396,244

10,841,223

Total risk weighted assets
The risk weighted exposures based on APRA prescriptions amounts to $79.2 million. The Capital adequacy ratio on
total capital base is 14.4% (2020: 14.9%). The Tier 1 ratio stands at 14.0% (2020: 14.4%).
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Directors’ Declaration
In the opinion of the Directors of South West Credit Union Co-Operative Limited:
1. The financial statements and notes of the Credit Union are in accordance with the Corporations Act 2001, including:
(a) giving a true and fair view of the Credit Union’s financial position as at 30 June 2021 and of its performance
for the year ended on that date; and
(b) complying with Accounting Standards and the Corporations Regulations 2001; and
2. There are reasonable grounds to believe that the Credit Union will be able to pay its debts as and when they fall due.
3. The financial statements comply with the International Financial Reporting Standards as stated in Note 2.

Signed in accordance with a resolution of the Directors.
Director:

Director:

Jennifer Waterhouse

Steven Kearns

Chair

Vice Chairperson

Dated this 31st day of August 2021
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117 Lava Street, Warrnambool, Victoria, 3280
Telephone 03 5560 3900
Facsimile 03 5562 8195
AFSL/Australian Credit Licence Number 241258
ABN 44 087 651 705
www.swcredit.com.au

