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REPORT

Chair of Directors

As at 30 June 2015 First Credit Union:

e Had an operating surplus of $2.4 million
$295 million in assets

Member shares of $242 million

A loan book worth $183 million

We paid $8.7 million worth of interest on
member shares.

First Credit Union’s Board and Management
continue to ensure that we remain compliant
and competitive in a rapidly changing
business environment by keeping abreast of
all regulatory changes that our credit union
operates in.

First Credit Union has complied with all

regulatory requirements in the 2014/2015 year

including:

o Non-bank Deposit Takers Act 2013

o Anti Money Laundering and Countering
the Financing of Terrorism Act 2009

o Foreign Account Tax Compliance Act
2010, a US law that came into force in
NZ in 2014

o Financial Service Providers
(Registration & Dispute Resolution)
Amendment Act 2014

o Financial Markets Conduct Act 2013

o Financial Reporting Act 2013

FIRST CREDIT UNION

First Credit Union received its Non-bank
Deposit Taker’s license on 5 March 2015 by
the Reserve Bank of New Zealand. First Credit
Union has systems in place to ensure
compliance with the regulatory requirements
which are audited on an on-going basis by the
Internal Audit team and annually by the
External Auditor.

The Board Audit Committee meets regularly
and the primary role of the Committee is to
review the actions of the Directors and
Management in carrying out their
responsibilities as they relate to the internal
controls, rules and legislative compliance of
First Credit Union and its business
activities.

| would like to thank my fellow Directors,
Management team and all the staff at
First Credit Union for their hard work this year.

-3
— ]}
Simon Scott,
CHAIR 2015



THE YEAR
BY NUMBERS

# of schools participating in our
school banking programme

amount members borrowed
off us

# of prizes we gave away to
celebrate our birthday

amount we grew the
loan book by

of members have a
debit card

sjesse ul

members using our Mobile Banking App

member shares
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GENERAL MANAGER

i

General Manager

As at 30 June 2015 First Credit Union had
61,408 members, represented at a branch
level as:

B Hamilton

B Te Aroha

M Greerton

M Health

® Mount

M Whakatane
= Kawerau

H Taupo

= Ngaruawahia
m Bethlehem

m Thames

This year First Credit Union celebrated 60
years of serving our local communities. To
celebrate this milestone with our members we
gave away a prize a day for 60 days and our
branches hosted events for their members on
our birthday (Friday 10th July).

Congratulations to the members who won one
of the amazing prizes up for grabs and thanks
to all the members who turned up at their
nearest branch to celebrate with us.

1955-2015

YEARS

ﬂ FIRST CREDIT UNION

Peter lles
GENERAL MANAGER

We welcomed two credit unions into the First
Credit Union family when they transferred
engagements to us this financial year.

NZCU Rotorua was the first to transfer on
01 November 2014, followed by United Credit
Union on 01 February 2015.

As a result of these transfers First Credit
Union members now have access to a greater
branch and ATM network across the North
Island.

| would like to take this opportunity to thank
the staff and members of these credit unions
for making the transfers as smooth as
possible for everyone.

We will continue to explore ways to improve
the way we serve our members and our
products and services.

The online environment provides us with a
challenging, but exciting opportunity to better
serve our members.

| would like to thank Board, Management,
Staff and especially our members for making
the year ended 30 June 2015 another
successful year for our credit union.

/MA o ed\\
unio”



REPORT

Trustee

At the end of the 2014/2015 financial year For the period ended 30 June 2015 First

First Credit Union’s: Credit Union:

e Risk weighted capital was 17.55%, with
capital quality remaining unchanged

Received 9,784 loan applications through
our online channel
e Liquidity reserves (cash) is now
$100 million (last year $97 million), or 34%
of our total assets

Disbursed $51,937,417 in personal loans

e Had an average loan disbursement of
First Credit Union Management monitors the $2,956.46
Credit Union’s liquidity on a daily basis and
liquidity is reviewed and reported to the Board Had a loan book that was represented by
of Directors, Trustee and the RBNZ each 54% personal loans and 46% mortgages
month.

The following loan types made up First Credit
First Credit Union has a loans driven growth ~ Union’s lending as at 30 June 2015:
strategy and as such, lending continues to be
First Credit Union’s major business activity.

The credit union has always taken a
conservative approach in the application of
their Loan Policy.

B Personal

Vehicle

Mortgage
Responsible lending is important to First
Credit Union and our lending is based on our
philosophy of people helping people. This
approach has been validated more so with the
introduction of the Responsible Lending Code —
which came into effect on 01 June 2015. Z ‘

FIRST CREDIT UNION Edgar Wilson cre‘g%\
Trustee un




CELEBRATING
60 YEARS 0,

YEARS

serving your community!

60 years at a glance

1955 July- St Mary’s Parish Credit Union was
formed
August-First loan granted for £100

1961 NZ Credit Union League formed, St Mary’s
was the first affiliated credit union

1962 School Banking Programme introduced to
local Hamilton schools

1963 Name changed to St Mary’s Hamilton
Credit Union

1966 Colin Smith appointed General Manager

S6 Loan Provider Account created as a way
1985 . o
to build the credit union’s loan pool

1986 Colin Smith retires, Colin Timms appointed
Manager, Peter lles Deputy Manager

1990 Colin Timms retires, Peter lles appointed
Manager

1992 Common bond changed to include all
residents within Hamilton/ Waikato region,
name changed to Credit Union Hamilton

Common bond changed to include all
2007 : o

residents living in New Zealand, name

changed to First Credit Union

“For all the progress we have made, some things remain unchanged.
We’re still owned by our members and offer low cost loans
and great rates on savings.”
Peter lles, General Manager

ANNUAL REPORT 2015 “ d“
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COMMUNITY

Over the last 12 months our Community Team
have been busy visiting schools, attending
events & prize givings, taking part in expos,
golf days, funding sports team, agricultural
days, school galas and even judging a school
talent quest!

Balloons over Waikato is the Waikato region’s
iconic festival — we were excited to take part
this year and sponsor the “School Hop” which
involved a number of our School Banking
programme schools getting a visit from a
participating balloon, the pilot and their team.
These visits are highly anticipated by both the
school children and the pilots!

As well as being on board with the
Foundation for Youth Development (FYD)
Waikato and their Positive Young Star
initiative for another year, we have also
sponsored the Bay of Plenty Kiwi Can
programme.

Kiwi Can is a primary school programme
aimed at kids aged 5-12, teaching them
values such as integrity and respect.

First Credit Union was proud to again sponsor
the Hamilton Christmas Charitable Trust.

Our Community Team volunteered at the
Carols by Candlelight event helping out
backstage, working the video cameras and
even supporting Santa!

We also made an appearance in the Tauranga
and Ngaruawahia Christmas Parades.

n FIRST CREDIT UNION

We have sponsored a number of community
projects and charities throughout the year.

Here are just some of the events we have
helped out:

Bay of Plenty Golf Championship
Quiz Nights

Taupo Mid-Winter Swim

Greerton Mainstreet Yarn Bombing
Fairfield Primary Sports Teams
Saints United Hockey Teams

Flyers Basketball Club Tournament
Special Needs Kids Family Fun Days
Rotorua Heart Kids

Kawerau Netball Team

Hamilton Girls High 7’s Team

Te Teko Rugby

Berkley Intermediate School Sports
Academy

Waikato Districts Annual Special Needs
Pool Party

o Autism Rotorua Children’s Party

We continue to support our school banking
schools by advertising in their school
newsletters, attending school galas, helping
out at swimming sports and donating

prizes. Our spinning wheels are often booked
in advance for galas and quiz nights.

Our School Sustainability Fund assists
schools in achieving their goals in
environmental projects. We have helped
schools this year build a seedhouse, purchase
gardening equipment, build a leavers garden
and purchase native plants.

We are excited to now have on board another
5 schools in our Rotorua area.



COMMUNITY

Putting your community first

1955-2015
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Independent auditor’s report

To the members of First Credit Union

We have audited the accompanying financial statements of First Credit Union ("the Credit
Union") on pages 5 to 42. The financial statements comprise the statement of financial position
as at 30 June 2015, the statements of comprehensive income, changes in equity and cash flows
for the year then ended, and a summary of significant accounting policies and other explanatory
information.

This report is made solely to the members as a body. Our audit work has been undertaken so
that we might state to the Credit Union’s members those matters we are required to state to
them in the auditor's report and for no other purpose. To the fullest extent permitted by law,
we do not accept or assume responsibility to anyone other than the Credit Union’s members
as a body, for our audit work, this report or any of the opinions we have formed.

Directors' responsibility for the financial statements

The directors are responsible for the preparation and fair presentation of the financial statements
in accordance with generally accepted accounting practice in New Zealand (being New Zealand
Equivalents to International Financial Reporting Standards for Public Benefit Entities) and for
such internal control as the directors determine is necessary to enable the preparation of
financial statements that are free from material misstatement whether due to fraud or error.

Auditor’s responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Credit Union’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Credit Union's internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates, as well as evaluating
the presentation of the financial statements.

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

Our firm has also provided other services to the Credit Union in relation to other assurance
services. Subject to certain restrictions, partners and employees of our firm may also deal with
the Credit Union on normal terms within the ordinary course of trading activities of the business
of the Credit Union. These matters have not impaired our independence as auditor of the Credit
Union. The firm has no other relationship with, or interest in, the Credit Union.

FIRST CREDIT UNION cr
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Opinion

In our opinion, the financial statements on pages 5 to 42 comply with generally accepted
accounting practice in New Zealand and present fairly, in all material respects, the financial
position of First Credit Union as at 30 June 2015 and its financial performance and cash flows
for the year then ended in accordance with New Zealand Equivalents to International
Financial Reporting Standards for Public Benefit Entities.

I<ITe
15 September 2015
Hamilton

FIRST CREDIT UNION
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FIRST CREDIT UNION

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2015

Year to Year to
Note 30 Jun 15 30 Jun 14
OPERATING REVENUE $000 $000
Interest Revenue 2 20 845 17879
Interest Expenditure 2 8,743 3,154
Net Interest Margin 12,102 9,725
Other Income 2 G249 5 B96
18,351 15,421
EXPENDITURE
Loan Impairment Expenses 2 1,180 1,281
Employee Benefits 2 6,117 5,330
Occupancy 720 581
Depreciation 2 421 442
Amartisation Expenses 9 (a) 9B G0
Other Adrministration Expenses 2 7,392 6,192
Total Operating Expenditure 15,926 13,886
Operating Profit for the Period Attributable to
Mermbers 2,425 1635
OTHER COMPREHENSIVE INCOME
Revaluation of Property 9 (h)
Total Other Comprehensive Income
Total Comprehensive Income for the Period
Attributable to Members 2,425 1,535

The attached notes to the financial statements form part of and should be read in conjunction with the financial statements.
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FIRST CREDIT UNION

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2015

Property
Retained Revaluation
Note Earnings Reserve Total
$000 $000 $000
Balance at 1 July 2014 38 BA6 1,338 39594
Profit for the period attributable to members 2425 2425
Total Comprehensive Income for the
Period 2425 2425
Transfer of Engagernents from Credit Unian N -
Lakeland and United Credit Union 24 7 7538
Balance at 30 June 2015 4 48 617 1,338 49 955
Balance at 1 July 2013 3714 1,338 35,459
Frafit far the period attributable to members 1535 14535
Tuta.al Comprehensive Income for the 1535 153
Period
Transfer of engagements
Balance at 30 June 2014 4 38 B5E 1,338 39994

The altached notes fo the financial statements form part of and should be read in conjunction with the financial statements.

Page 6 of 42
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FIRST CREDIT UNION
STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2015

Note 30 Jun 15 30 Jun 14

$000 $000

MEMBERS' FUNDS
Retained Earnings 4 43 517 33 BaR
Property Revaluation Reserve 4 1,338 1,338
Total Members' Funds 49,955 39,994
ASSETS
Cash and Cash Equivalents 5 (a) 4 A75 2672
Deposits at New Zealand Association of Credit Unions and
Trading Banks 5 (h) 595 A30 94 422
Trade and Other Receivables 6 1,189 1,178
Loans to Members 78 180,613 141 419
Intangible Assets 9 (a) 306 355
Froperty, Plant and Equipment (b 7 484 4 504
Capital Motes 10 5410 4 BEG
Total Assets 295,007 249,216
LIABILITIES
Trade and Other Payables 1 3,118 2 455
Members' Deposits 12 241 934 206 767
Total Liabhilities 245,052 209,227
Net Assets 49,955 39,994

IS- 915

Director Date
/ .
742 HOLED

Director Date

The attached notes to the financial statements form part of and should be read in conjunction with the financial statements.

Page 7 of 42
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FIRST CREDIT UNION

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2015

Year to Year to

Note 30 Jun 15 30 Jun 14
CASH FLOWS FROM OPERATING ACTIVITIES $000 $000
Interest Received 21,147 17 811
Fees, Commissions and Other Incorme 58520 5315
Bad Loans Recovered 519 445
Interest Paid (8,540 (3,153
Payments to Suppliers and Employers (14,5001 (12 458)
Net Cash Provided by Operating Activities 23 3446 2961
CASH FLOWS FROM INVESTING ACTIVITIES
Met Maoverment in Members' Loans {15 508) (12 240
Purchase of Base Capital Notes {EE)
Proceeds from Sale of Property, Plant and Equiprnent - 24
Payments for Property, Plant, Equipment and Intangibles (3,024 (445)
Moverent in Deposits at NZACU and Trading Banks 97 {5 037)
Net Cash Used in Investing Activities (11,008) (20,693)
CASH FLOWS FROM FINANCING ACTIVITIES
Met Increase (Decrease) in Member Deposits 8,263 16,409
Net Cash provided by Financing Activities 8,263 16,409
Total Net Increase in Cash and Cash Equivalents Held 703 {1,328)
Cash and Cash Equivalents from Credit Union Lakeland and
United Credit Union 1,100
Cash and Cash Equivalents at the Beginning of the Period 2572 4 000
Cash and Cash Equivalents at the End of the Period S{a) 4 475 25672

The attached notes to the financial statements form part of and should be read in conjunction with the financial statements.
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FIRST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

Reporting Entity

First Credit Union (“The Credit Union”) is registered under the Friendly Societies and Credit Unions Act 1982,
The Credit Union is an FMC reporting entity for the purposes of the Financial Markets Conduct Act 2013 and
the Financial Reporting Act 2013. The financial statements comply with these acts and relevant Securities
Regulations.

Nature of Business

The purpose of a Credit Union is to promote savings among its members and to use those savings for their
mutual benefit. It operates primarily in the North Island of New Zealand and the Credit Union is domiciled in
New Zealand. As the Credit Union is providing a community and social benefit, it is designated a public
benefit entity.

The Credit Union is restricted in its borrowings, and members contribute to the Credit Union, by way of share
subscriptions. The shares cannot be transferred or sold. Members are able to withdraw their funds subject
to certain conditions. The Credit Union makes loans to members or invests funds on the members' behalf.
Interest and other income are received by the Credit Union and interest is paid to depositing members in the
form of interest on shares.

Trust Deed

To meet the requirements of The Securities Act 1978 a Trust Deed was entered into on the 2 November
2000 between the Trustees of the Credit Union and Trustees Executors Limited. During 2013 a new Trustee,
Foundation Corporate Trust, was appointed to act as Trustee from 28 June 2013. Foundation Corporate
Trust as the Prudential Supervisor was appointed to act in the interests of the members of the Credit Union
by monitoring the compliance by the Credit Union of its obligations, its Rules, the Trust Deed and the
Friendly Societies and Credit Unions Act 1982. In addition, the Prudential Supervisor is under duty to
exercise reasonable diligence to ascertain whether the Credit Union has:

(a)  committed any breach of the Trust Deed or any of the conditions of issue of the shares; and
(b)  sufficient assets to meet its obligations to members, as they fall due.

1 STATEMENT OF ACCOUNTING POLICIES

The following is a summary of the significant accounting policies adopted by the Credit Union in the
preparation of the financial statements for the year ended 30 June 2015. Except where stated, the
accounting policies have been consistently applied to all periods presented.

(a) Basis of Preparation

These financial statements were authorised for issue by the Directors on the date set out in the Statement of
Financial Position.

These financial statements have been prepared in accordance with New Zealand Generally Accepted
Accounting Practice. They comply with the New Zealand equivalents to International Financial Reporting
Standards ('NZ IFRS’) and other applicable Financial Reporting Standards as appropriate for public benefit
entities. The financial statements also comply with the requirements of International Financial Reporting
Standards ('IFRS").

The financial statements have been prepared in accordance with the historical cost convention except for
certain assets which are stated at fair value as set out below. Accounting policies are selected and applied
in a manner which ensures that the resulting financial information satisfies the concepts of relevance and
reliability, thereby ensuring that the substance of the underlying transactions or other events is reported.

Page 9 of 42




FIRST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

1 STATEMENT OF ACCOUNTING POLICIES (continued)

The External Reporting Board of New Zealand (“XRB") has released a new accounting standards framework
which establishes the financial standards to be applied to entities with statutory financial reporting
obligations. The Credit Union is currently reporting under NZ IFRS. Under the new XRB framework
management expects that the Credit Union will be reporting under the PBE Standards as applicable for Tier
1 entities. Management expects that this will impact the preparation and disclosures included in financial
statements although at this time a full assessment of the impact has not been completed.

The preparation of financial statements requires management to make judgements, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities,
income and expenses.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised and in any future periods affected.

In particular, information about significant areas of estimation uncertainty in applying accounting policies that
have the most significant effect on the amount recognised in the financial statements are described in notes
7 and 8 and relates to measurement of loans to customers.

The presentational and functional currency is New Zealand dollars, rounded to the nearest thousand.

(b) Revenue

Loans Interest Revenue

Loan interest is calculated on the daily loan balance outstanding and is charged in arrears to the members
loan account at the end of each month. Loan interest is recognised in the profit or loss using the effective
interest method.

Investment Revenue

Investment interest revenue is recognised using the effective interest method which allocates the interest
over the period that it relates to. Dividends on the New Zealand Association of Credit Unions Capital Notes
are recorded as income once an entitiement to the income is notified to the Credit Union.

Fees & Commission Revenue
Fees and commissions are brought to account on an accrual basis once a right to receive consideration has
been attained. The Credit Union does not charge loan origination fees.

(c) Interest expense

Interest on members' shares is recognised as an expense in the period that it relates to using the effective
interest method, which allocates the interest expense over the term of the members’ shares to which they
relate.

(d) Goods & Services Tax

The Credit Union is registered for GST in relation to its commission sales activities, rental and investment
income, and recovers GST on expenditure related to that income. Irrecoverable GST is included in the
amounts recognised as expenses and assets.

(e) Income Tax

No amounts have been provided for Income Tax as the Credit Union’s income from members is exempt
under section CW 44 of the Income Tax Act 2007. Income derived, other than from members, does not
produce a taxable profit.
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FIRST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

1 STATEMENT OF ACCOUNTING POLICIES (continued)

(f) Leases

Leases of property, plant and equipment are operating leases if substantial risks and benefits incidental to
ownership of the asset are retained by the owner. Lease payments for operating leases are recognised as an
expense on a straight line basis over the lease term in profit or loss. Lease incentives under operating leases are
recognised as a liability and are amortised on a straight line basis over the life of the lease term.

(g) Intangible Assets
Intangible assets comprise Computer Software

Computer Software is capitalised on the basis of costs incurred to acquire and bring to use the specific
software. These costs are amortised over their expected lives on a straight line basis of 20% amortisation.

(h) Property, plant and equipment

Owned Assets
Except for land and buildings items of property, plant and equipment are measured at cost less accumulated
depreciation and any impairment losses.

Historical cost includes expenditure directly attributable to the acquisition of the asset and is recognised only
when it is probable that future accrued benefits associated with the item will flow to the Credit Union and the
cost of the item can be measured reliably.

Land and buildings have been revalued to fair value based on market evidence as determined by an
independent valuer. Land and buildings are revalued with sufficient regularity, at least every three years, to
ensure that the carrying amount does not differ materially from fair value.

Subsequent costs are included in the assets carrying amount or recognised as a separate asset as
appropriate, only when it is probable that future economic benefits associated with the item will flow to the
Credit Union and the cost of the item can be measured reliably. All other repairs and maintenance are
charged to profit and loss during the financial period in which they are incurred.

Revaluations

The results of revaluing are credited or debited to an asset revaluation reserve, where this results in a debit
balance in the asset revaluation reserve this balance is expensed in profit or loss unless it reverses a
previous credit to the asset revaluation reserve. Any subsequent increase or revaluation of the asset that off-
sets a previous decrease in value is recognised in profit or loss and will be recognised first in profit or loss up
to the amount previously expensed and then credited to the revaluation reserve.

Depreciation
All assets, excluding land which is not depreciated, are depreciated to their residual value over their
estimated useful lives from the time the asset is ready for use. Depreciation is charged to profit or loss.

The following rates have been used in the current and prior period:

Buildings 2% — 5%SL
Motor Vehicles 20% SL
Computer Equipment 10%-33% SL
Furniture and Fittings 5%-33% SL

The residual value, depreciation methods and useful lives are reviewed, and adjusted if appropriate,
annually.
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FIRST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

1 STATEMENT OF ACCOUNTING POLICIES (continued)

(i) Impairment Testing of Non Financial Assets

The carrying amounts of the Credit Unions non-financial 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.

The recoverable amount of an asset or cash-generating unit 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. For the purpose of impairment testing, assets are grouped together into the smallest group of assets
that generate cash flows from continuing use that are largely independent of the cash flows of assets or groups of
assets (“the cash-generating unit").

An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its
estimated recoverable amount. Impairment losses are recognised in profit or loss. Impairment losses recognised in
respect of cash-generating units are allocated to reduce the carrying amount of the assets in the unit {(group of
units) on a pro rata basis.

Impairment losses recognised in prior periods are 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 assets
carrying amount does not exceed the carrying amount that would have been determined, net of depreciation, if no
impairment loss had been recognised.

() Employee Benefits

Liabilities for wages and salaries, including non-monetary benefits, annual leave, sick leave and long service leave
expected to be settled within 12 months of the reporting date are recognised in other payables in respect of
employees’ services up to the reporting date and are measured at the amounts expected to be paid when the
liabilities are settled on an undiscounted basis. Liabilities for non-accumulating sick leave are recognised when the
leave is taken and measured at the rates paid or payable. The liability for employee entitiements is carried at the
present value of the estimated future cash flows.

(k) Provisions

A provision is recognised when the Credit Union has a present legal or constructive obligation as a result of a past
event, and it is probable that an outflow of economic benefits will be required to settle the obligation. If the effect is
material, provisions are determined by discounting the expected future cash flows at a pretax rate that reflects
current market rates and, where appropriate, the risks specific to the liability. Provisions are not recognised for
future operating losses.

Onerous Contracts

A provision for onerous contracts is recognised when the expected benefits to be derived by the Credit Union from
a contract are lower than the unavoidable cost of meeting its obligations under the contract. The provision is
measured at the present value of the lower of expected cost of terminating the contract and the expected net cost
of continuing with the contract. Before a provision is established, the Credit Union recognises any impairment loss
on the assets associated with the contract.

() Financial Instruments Recognition

A financial instrument is recognised if the Credit Union becomes a party to the contractual provisions of the
instrument. Financial assets are derecognised if the Credit Union’s contractual rights to the cash flows from the
financial assets expire or if the Credit Union transfers the financial assets to another party without retaining control
or substantially all the risks and rewards of the asset. Financial liabilities are derecognised if the Credit Union's
obligations specified in the contract expire or are discharged or cancelled.

A financial asset or financial liability is measured initially at fair value plus, for an item not at fair value through

profit and loss, transaction costs that are directly attributable to it's acquisition or issue. Subsequent to initial
recognition, financial instruments are measured as described below.
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FIRST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

1 STATEMENT OF ACCOUNTING POLICIES (continued)

A financial asset or liability are offset only when the Credit Union has a legally enforceable right to set off the
recognised amounts and intends either to settle on a net basis, or to realise the asset and settle the liability
simultaneously.

The Credit Union does not hold any derivative financial instruments.

Cash and cash equivalents
Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term highly
liquid investments with original maturities of three months or less, and bank overdrafts repayable on demand.

Deposits at the New Zealand Association of Credit Unions and other banks

These are classified as loans and receivable financial assets. Deposits at the New Zealand Association of
Credit Unions and other banks are subsequently measured at amortised cost using the effective interest
method, less any impairment losses.

Trade and Other Receivables

These are classified as loans and receivables financial assets. These amounts represent amounts due for
interest owing and other services performed by the Credit Union prior to the end of the financial period which
are not received. The amounts are expected to be received within a year of recognition. They are
subsequently measured at amortised cost using the effective interest method less any impairment allowance.
Trade and other receivables are of a short term nature and are not discounted.

Loans to Members
Loans to members are classified as loans and receivables financial assets. Subsequent to initial recognition
they are recognised at amortised cost using the effective interest method less allowance for impairment.

Capital Notes
The Capital Notes are classified as available for sale financial assets. They are initially recognised at cost
price, which is their fair value at the date of acquisition plus directly attributable transaction costs.

Dividend income from available-for-sale assets is separately recognised in the profit or loss as part of Other
Income when the Credit Union’s right to receive payments is established (ex-dividend date).

Available-for-sale financial assets are normally carried at fair value in subsequent periods with changes in
fair value being recognised in the other comprehensive income. However, as the Capital Notes are equity
instruments that do not have a quoted market price in an active market and the fair value cannot be
measured reliably, they are measured at cost price less impairment losses in terms of the exemption in
accounting standard NZ IAS 39 (Financial Instruments — Recoginition and Measurement).

The Credit Union assesses at each reporting date whether there is objective evidence that a financial asset
or group of financial assets is impaired. In the case of Capital Notes classified as available-for-sale, a
significant or prolonged decline in the fair value of the investment below its cost is considered in determining
whether the investment is impaired. If any such evidence exists for available-for-sale financial assets, the
cumulative loss — measured as the difference between the acquisition cost and the current fair value, is
recognised in profit or loss.

Members' Shares (Deposits)

Members’ deposits are the members’ shares in the Credit Union. For the purposes of financial reporting,
members' shares are recognised as debt instruments as they are essentially savings accounts in nature.
They are recorded initially at fair value plus directly attributable transaction costs and subsequently at
amortised cost. All payments of dividends on these shares are recorded as interest payments. Members
have the right to one vote at meetings of the Credit Union, regardless of the number of shares held. Interest
on deposits is brought to account on an accrual basis. Interest accrued at reporting date is shown as part of
deposits.
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FIRST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

1 STATEMENT OF ACCOUNTING POLICIES (continued)

Trade and Other Payables

Trade and other payables are classified as financial liabilities. These amounts represent liabilities for goods
and services provided to the Credit Union prior to the end of the financial period which are unpaid. The
amounts are unsecured and are usually paid within 30 days of recognition. Subsequent to initial recognition
they are measured at amortised cost using the effective interest method.

(m) Impairment — Loans and Receivables

All loans are subject to regular management review to assess whether there is any objective evidence that
any loan or group of loans is impaired. Impairment loss is measured as the difference between the loan's
carrying amount and the value of estimated future cash flows (excluding future credit losses that have not
been incurred) discounted at the loan's original effective interest rate.

Individual significant financial assets are tested for impairment on an individual basis. The remaining financial
assets are assessed collectively in groups that share similar credit risk characteristics. Impairment allowance
accounts are utilised.

Loans which are known to be uncollectible are written off as an expense in profit or loss. Such loans are
written off after all the necessary procedures have been completed and the amount of the loss has been
determined.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised (such as an improvement in the
debtors credit rating), the previously recognised impairment loss is reversed by adjusting the allowance
amount, with the reversal being recognised in profit or loss.

In assessing collective impairment the Credit Union uses historical trends of the probability of default, the
timing of recoveries and the amount of loss incurred, adjusted for management's judgement as to whether
current economic and credit conditions are such that the actual losses are likely to be greater or less than
suggested by historical trends based on prudential standards issued by the NZACU.

Key assumptions in determining the allowance for impairment

In the first instance, and where practical, the likely impairment is calculated on an individual basis taking into
account the ability of the member to continue making payments and the value of the security. Thereafter, on
the balance of loans not assessed individually, the Credit Union makes a collective assessment of
impairment using historical losses arising in past years relative to total loans and the length of time the loan
is in arrears. The circumstances may vary for each loan over time resulting in higher or lower impairment
losses.

The various components of impaired loans are as follows:

Individually impaired loans are loans and receivables for which there is reasonable doubt that the Credit
Union will be able to collect all amounts of principal and interest in accordance with the terms of the
agreement and for which an individual assessment of impairment is made.

Collectively impaired loans are loans and receivables that are not individually assessed for which a collective
assessment of impairment is made.

Restructured loans are impaired loans where the original contractual terms have been modified to provide for
concessions of interest, principal or repayment for reasons related to financial difficulties of the member.

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

Past due but not impaired loans are loans or similar facilities in arrears when a member has failed to make
payments when contractually due which are not impaired loans.
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FIRST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

1 STATEMENT OF ACCOUNTING POLICIES (continued)

(n) Business Combinations

Amalgamation of mutual entities are considered to be a business combination and are accounted for using
the acquisition method. When mutual entities combine and no consideration is transferred, consideration is
deemed to be the acquisition date fair value of the acquiree’s equity.

Goodwill is calculated as the excess of the acquisition date fair value of the consideration given and the
acquisition date fair value of the acquiree’s identifiable assets acquired and liabilities assumed.

Acquisition related costs are expensed as incurred.

(o) Statement of Cash Flows

The Statement of Cash Flows is prepared using the direct approach.
Definitions of Terms Used in the Statement of Cash Flows:

“Investing Activities" are those activities relating to the acquisition and disposal of current and non-current
investments and any other non-current assets. They include loans to members and repayments of loans by
members.

"Financing Activities” are those activities relating to changes in the size and composition of the funding
structure of the Credit Union.

"Operating Activities" include all transactions and other events that are not investing or financing activities.

Netting of Cash flows

Certain cash flows have been netted in order to provide more meaningful disclosure as many of the cash
flows are received and disbursed on behalf of members and reflect the activities of the members rather than
those of the Credit Union. These include members' loans and borrowings and members shares.

(p) Critical Estimates, Judgements and Assumptions in Applying the Accounting Policies

Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the circumstances.
This has an impact on the critical estimates, being the impairment allowance on loans and receivables (refer
note 8) and capital notes (refer note 10)

(q) Standards, Interpretations and Amendments to Published Standards

A number of new or revised standards are not effective for the year ended 30 June 2015, and have not been
applied in preparing these financial statements. Those that are applicable to the Credit Union are:

NZ IFRS 9 - 'Financial Instruments' - effective 1 January 2017. This standard simplifies how the Credit Union
should classify and measure financial assets. The Credit Union does not plan to early adopt this standard
and management have not yet determined the impacts of the change.

There are a number of other standards and interpretations which are not yet effective and management
consider they will have no impact on the Credit Union.
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FIRST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

2 Revenue and Expenditure
Year to Yearto
30 Jun 15 30 Jun 14
REVENUE $000 $000
Interest Revenue
Interest on Loans and Receivables
Interest on Loans to Members 16,854 13,933
Interest on Bank Deposits 3b43 3674
20 497 17 BB2
Interest on Available for Sale Financial Assets at Cost
Dividends on Capital Motes 348 217
Total Interest Revenue 20,845 17,879
Other Income
Transactional Fee Income-Overdraft, ATM, EFTPOS etc 4174 3947
Cost Recoveries a4 130
Bad Debts Recovered 519 445
Commissions Received 1310 1,096
Rent Received 54
Other Income B8 77
Total Other Income 6,249 5,696
Total Operating Income 27,094 23,575

Page 16 of 42




FIRST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

2 Revenue and Expenditure (continued)

Year to Year to
30 Jun 15 30 Jun 14
$000 $000
EXPENDITURE
Interest Expenditure-Liabilities at Amortised Cost
Interest an Members Call Shares 2,779 2395
Interest on Members Term Shares 5 964 6,759
Total Interest Expenditure 8,743 8,154
Other Expenditure
External Audit of Financial Statements
- KPMG Fees 66 46
-~ KPMG Other Sendces 1 23
- BDO Fees - 9
Internal Audit Costs 13 12
Directors Fees 141
Directars' Expenses and Training ga 40
Printing and Stationery 246 180
Data Processing and Support 1813 1596
Banking Services Fees 741 663
Accesscard Costs 1532 1589
NZACU Mermber Contributions g7 96
Trust Deed 66 B3
Merbers Protection 48 4
Marketing 767 b16
Other Expenses T 1,182
Total Other Expenditure . 7392 5492

1 KPMG Other Services include audit of the prospectus issued in December 2014, scrutinising the transfer of
engagements of Credit Union Lakeland and reporting to the prudential supervisor for 2014,
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FIRST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

2 Revenue and Expenditure (continued)

Year to Year to
30 Jun 15 30 Jun 14
$000 $000
Employee Benefits
Wages and Salaries 5 563 4934
Staff Welfare, Benefits, Training etc 429 258
Defined Contribution Expense 125 108
Total Employee Benefits 6,117 5,330
Loan Impairment Expenses
Bad Debts Written Off to Irmpairment Allowance 1,066 1423
Maovernent in Allowance for Impaired Loans 114 (142)
Total Loan Impairment Expenses 1,180 1,281
Depreciation Expenditure
Buildings Depreciation 121 157
Computer Equipment Depreciation 149 125
Motar Vehicles Depreciation 46 35
Office Furniture and Equiprment Depreciation 104 125
Total Depreciation Expenditure 421 442
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FIRST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2015

3 Interest Paid

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

30 Jun 15 30 Jun 14
Call Shares
Ordinary and Special Purpose Shares 2.00-4.00% 2.00 - 3.75%
Loan Provider Shares 4.00% 4.00%
Christrnas Club and Jimmy Jumper Shares 4.00% 4.00%
Money Maker Shares 2.00-3.75% 2.00-375%
Online Saver Shares 4.00% 4.00%
Term Shares
Term Deposits (3 Months) 375-525% 3.75-5.00%
Term Deposits (5 Months) 4.25-5580% 4,26 - 5.20%
Term Deposits (9 Months) 3.00-5.00% 4,25 - 5.00%
Term Deposits (1 Year) 2.00-575% 480 -5.75%
Term Deposits (2 to 3 Years) 4.75-575% 475 -575%
4 Reserves
Property

Retained Revaluation

Earnings Reserve Total
Reserves at 30 Jun 2015 $000 $000 $000
Balance at 30 Jun 2015 48 617 1,338 49 955
The Reserve % to Total Assets 16.48% 0.45% 16.93%
Reserves at 30 Jun 2014
Balance at 30 Jun 2014 38 G656 1,338 39,994
The Reserve % to Total Assets 16.61% 0.54% 16.05%

Retained Earnings
Reserve arising from retained profits accumulated from operations.

Property Revaluation Reserve

Revaluation Reserve relates to the revaluations of the Credit Union's land and buildings at 111 Collingwood
Street, Hamilton; 156 Whitaker Street, Te Aroha, 144 The Strand, Whakatane, Totara Street, Mount
Maunganui and 524 Cameron Road, Tauranga. All properties are revalued every three years, due again 30
June 2016.

Total Reserves

The Trust Deed requires that the total reserves, including retained earnings, of the Credit Union amount to at
least 10% of the total assets of the Credit Union.

Page 19 of 42




FIRST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

5 Cash and Cash Equivalents and Term Deposits

Interest Rates 30 Jun 15 30 Jun 14
(a) Cash and Cash Equivalents $000 $000
Cash on Hand 0.00% 2,309 27
Bank Balances - On Call 0.50% 2166 455
Total Cash and Cash Equivalents 4,475 2,672

{b) Deposits at New Zealand Association of Credit Unions and Trading Banks

MNew Zealand Association of Credit Unions 3.70-4.35% 43 262 43,985
Westpac Bank 4.08% 7 057 13,004
AMNZ 3.64-4.40% 20,345 19,282
BNZ 3.81-4.12% 18 966 18,151
Total Term Deposits 95,530 94,422
Total Deposits and Cash 100,005 97,094

The deposits with the NZACU’s central banking facility and trading banks are excess funds held by the Credit
Union. The NZACU minimises its exposure to credit risk by maintaining a diversified portfolio with controls
over maturity, counter party and concentration of investment risks. All term deposits mature within the next

twelve months and are current assets.

6 Trade and Other Receivables

30 Jun 15 30 Jun 14

$000 $000

Accrued Interest 526 594
Sundry Debtors 554 457
Frepayments 109 127
Total Trade and Other Receivables 1,189 1,178

Trade & other receivables are on 30 day payment terms and are interest free. Trade receivables are of a

short duration and are not discounted. Trade & other receivables are current assets.
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FIRST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

7 Loans to Members

Loans are made in accordance with the lending policy of the Credit Union and are repayable on demand in
situations of default. An allowance for impairment has been made at the end of the reporting period. Bad
loans are written off against the allowance for impairments. Refer to note 19 (d) for interest rates and loan
terms.

(a) Loans to Members 30 Jun 15 30 Jun 14
$000 $000
Meither Past Due Mor Impaired 166 4590 121,848
Past Due But Mot Impaired
1to 30 days 17 BE5 12,119
31 to 90 days 3,130 3,264
over 90 days 1,628 1,430
Total Impaired Loans 4 437 5 065
Gross Loans 183,340 143726
Less:
Allowance for Impaired Individually 407 1,106
Allowance for Impaired Restructured 911 432
Allowance for Impaired Collectively 1,409 769
Net Loans to Members 180,613 141,419

The total of past due and impaired loans greater than 90 days in arrears is $6,166 (2014: $6,495).

(b) Credit Quality - Security Dissection

Secured by 1st Mortgage Over Real Estate 96 708 76912
Secured by 2nd Mortgage Over Real Estate 52 58
Caveat Secured Loans 39 86
Paitially Secured by Motor Vehicles and Other Collateral 63,585 43,813
secured by Members Shares 19,094 16,219
Unsecured Loans 3559 1,638
Gross Loans to Members 183,340 143,726
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FIRST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

7 Loans to Members (continued)

The Credit Union holds collateral against loans to customers in the form of mortgage interests over property,
first or second mortgages and caveats. The Credit Union obtains information regarding the value of collateral
assessed at the time of borrowing or renewal, and generally are not updated except when a loan is

individually assessed as impaired.

It is not practicable to establish an estimate of the fair value of collateral held against all loans at each
reporting date due to the large number of assets to be valued to arrive at the amount. At balance date there

are $19.1 million loan provider shares held as security against loans (2014: $16.2 million)

All loan value ratios are written within the parameters of the lending policy at the time a loan is advanced.

30 Jun 15 30 Jun 14
Security held as mortgage against real estate is on the basis of $000 $000
Loan to valuation ratio of less than 80% 61,021 47 144
Loan to valuation ratio of more than 80% ( all insured under the
Welcome Home Loan structure) 4 443 5 472

_— o

Loan to valuation ratio of more than 80% 31 296 24 354
Total Mortyages 96,760 76,970
(c) Current v's Non Current 30 Jun 15 30 Jun 14
Current 37 246 29 399
Mon Current 146 094 114 327
Total Loans to Members 183,340 143,726
{d) Credit quality - Concentration of loans
() Loans to individual or related groups of members which exceed
10% of mermber funds in aggregate MIL NIL
(i) Loans to members concentrated to individuals employed in any
particular industry MIL NIL
{ii} Loans to members concentrated solely in New Zealand and
principally within the common band of the Credit Union 100% 100%
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FIRST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

8 Impairment of Loans and Advances

(a) Impairment Expense

Total provision for doubtful debts and bad debt expense for the year was:

30 Jun 15 30 Jun 14

$000 $000

Provision for impairment - Increasef{Decrease) in the year 114 (142
Bad Loans Whritten Off 1,066 1,423
Loan Impairment Expenditure 1,180 1,281

(b) Key Assumptions in Determining the Allowance for Impairment

In the first instance, and where practical, the likely impairment is calculated on an individual basis taking into
account the ability of the member to continue making payments and the value of the security. Thereafter, on
the balance of loans not assessed individually, the Credit Union makes a collective assessment of
impairment using the length of time the loan is in arrears and the historical losses arising in past years. The
circumstances may vary for each loan over time resulting in higher or lower impairment losses.

The various components of impaired loans are as follows:
Individually impaired loans are loans and receivables for which there is reasonable doubt that the Credit
Union will be able to collect all amounts of principal and interest in accordance with the terms of the

agreement and for which an individual assessment of impairment is made.

Collectively impaired loans are loans and receivables that are not individually assessed for which a collective
assessment of impairment is made.

Restructured loans are impaired loans where the original contractual terms have been modified to provide for
concessions of interest, principal or repayment for reasons related to financial difficulties of the member.

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

Past due but not impaired loans are loans or similar facilities in arrears when a member has failed to make
payment when contractually due which are not impaired loans.
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FIRST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

8 Impairment of Loans and Advances (continued)

(c) The following movements in provision for doubtful debts arrears occurred during the year:

30 Jun 15 30 Jun 14
Individually Impaired Assets Provision
Opening Balance 1,106 1,041
Transfer from Credit Union Lakeland and United Cradit Union 201 2
Provisions made during the year 65 872
Provisions reversed during the year (5E4) (401)
Transfer to bad debts written off (254) (408E)
Closing Balance Including Principal and Interest 407 1,106

Restructured Assets Provision
Opening Balance 432 270
Transfer frorn Credit Union Lakeland and United Credit Union - -

Provisions made during the year 1,146 400
Transfer to bad debts written off (E67) (238)
Closing Balance Including Principal and Interest 911 432

Collective Assets Provision

Opening Balance 769 1,138
Transfer from Credit Union Lakeland and United Credit Union 106 -

Maovernent in provision for the year 534 9
Closing Balance 1,409 769

(d) Interest on impaired Loans

Interest Revenue on Impaired Loans 261 104
Interest Revenue on Restructured Loans 147 184
Totals Interest and Other Revenue Recognised and Foregone 408 288

(e) Fair Value of Assets Acquired

Assets Acquired Through The Enforcement of Security 6 3

Total Fair Value of Assets Acquired 6 3

The policy is to sell the assets via auction at the earliest opportunity after measures to assist the member to
repay the debts are exhausted.

(f) Restructured Loans
Loans that were past due or impaired that have been restructured by the Credit Union are $1,578 at 30 June
2015 (2014: $1,223).
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FIRST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

9 (a) Intangible Assets

2015 2014
Cost or Valuation $000 $000
Cost or Valuation brought forward 1 July 2014 443 240
Additions Transfer from United Credit Union 47 203
Closing Cost at 30 June 2015 490 443
Opening Accumulated Amortisation 1 July 2014 88 24
Amaortised During the Year 96 B0
Closing Accumulated Amortisation at 30 June 2015 184 88
Net Book Value at 30 June 2015 306 355

9 (b) Property, Plant and Equipment

Movement in Carrying Amounts

Reconciliations of the carrying amounts of each class of property, plant and equipment between the
beginning and end of the current financial period are set out below. Property plant and equipment are
considered to be a non current asset.

Furniture &
Fittings and
Computer Office Motor
Land Buildings Equipment  Equipment Vehicles Total

Cost or Valuation $000 $000 $000 $000 $000 $000
Cost or Valuation brought
forward at 1 July 2014 1,660 2,748 1,214 1,330 17 7123
Transfer of Engagements -
Credit Union Lakeland and - - 108 147 19 372
United Credit Union
Additions 1,507 447 343 732 - 3,029
Dizposals or Written off = - - - - .
Closing Cost 30 June 2015 3,167 3,195 1,663 2,209 290 10,524
Accumulated Depreciation
Opening Accumulated

- 426 991 1,138 64 2,619
Depreciation 1 July 2014 ! !
Depreciation for the period - 121 149 105 46 421
Dizposals or Written off -
Closing Accumulated
Depreciation 30 June 2015 - 547 1,140 1,243 110 3,040
Het Book Value at 30 June 2015 3,15? 2,648 523 966 180 ?,484
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FIRST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

9 (b} Property, Plant and Equipment {continued)

Furniture &
Fittings and
Computer Office Motor
Land Buildings Equipment Equipment Vehicles Total

Cost or Valuation $000 $000 $000 $000 $000 $000
Cost or Valuation brought
forward at 1 July 2013 1,660 2,655 1,343 1,429 17 7,258
Addions - a3 67 28 54 242
Revalustions & = . = s G
Disposals - - (196) 1120 (54 (37
Cloging Cost 30 June 2014 1,660 2,748 1,214 1,330 171 7,123
Acecumulated Depreciation
Opening Accumulated
Depreciation 1 July 2013 - 270 1,062 1,139 59 2,530
Depreciation for the period & 157 125 125 35 442
Depreciation on Disposals . - £198] (1270 1300 L3553
Closing Aecumulated
Depreciation 30 June 2014 - 427 991 1,137 64 2,619
Het Book Value at 30 June 2614 . - 4 gg 2,31 - 223 193 107 4504

Revaluations

The valuations of freehold land and buildings at Hamilten, Te Aroha, Mount Maunganui and Whakatane were
based on the assessment of their current market value by reference to market evidence of rental prices for
similar properties. The independent revaluations on 30 June 2013 were carried out by the Registered
Valuers Telfer Young Ltd for Hamilton, Te Aroha and Mount Maunganui properties and Boyes James McKay
for the Whakatane property. All valuers are independent of the Credit Union and its officers. Valuations are
undertaken on a capitalised rental basis. Land and buildings acquired subsequent to 30 June 2013 are held
at cost which is considered to be fair value and will be revalued in the upcoming valuation cycle, being 30
June 2016. The registered values of the properties at 30 June 2013 were as follows :

$000
Hamilton $1,950 (Freehold)
Te Archa $ 270 (Freehold)
Mount Maunganui 51,340 (Freehold)
Whakatane § 485 (Leased Land)

10 Capital Notes

NZACU Capital Notes are classified as “available for sale” financial assets and issued by the New Zealand
Association of Credit Unions’ Business Services Division as Trust Base Capital Notes (Capital Notes). These
represent monies invested with the NZACU Business Services Division Trust and rank equally and without
priority or preference among themselves. The Capital Noles rank after creditors in the event of the winding
up of the NZACU Business Services Division Trust. Capital Notes may only be sold or transferred to another
Credit Union that is a member of the NZACU Business Services Division Trust and with consent of the
NZACU Business Services Division Trust Board of Directors.
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FIRST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

10 Capital Notes (continued)

There is no active market for these securities which have no guaranteed rate of return. Due to the variability
in the rate of return and estimation uncertainty related to other intrinsic benefits obtained from holding the
notes, the Credit Union has concluded that the variability in any discounted cash flow fair value estimate
would be too significant and too judgemental to utilise as a reliable measure of fair value. The Credit Union
thus measured Capital Notes at cost under the exemption in NZ IAS 39; Financial Instruments — Recognition
and Measurement. At reporting date First Credit Union has no intention to dispose of the Capital Notes in the
foreseeable future.

Dividends are payable on a six monthly basis subject to the profitability of the NZACU Business Services
Division Trust.

The Credit Union's investment in these Capital Notes enables the New Zealand Association of Credit Unions
to provide the Credit Union with essential services such as the core operating system, data processing and
support, banking services, accesscard and text banking services, a central bank and “treasury” function,
debit card facilities, and insurance products.

Capital Notes are non-current assets.

30 Jun 15 30 Jun 14
$000 $000
Capital Motes 4 BEE 4 BBE
Capital Notes Purchased from Credit Union Central and NZ Fire
Credit Union a5
Capital Notes acqguired through transfer of engagement fraom
Credit Union Lakeland and United Credit Union 653 g
Total Available-For-Sale Investments at Cost 5,410 4,666
11 Trade and Other Payables 30 Jun 15 30 Jun 14
$000 $000
Trade Payables 949 585
sundry Creditors and Accrued Expenses B16 785
Accesscard Settlernent 210 342
Ermployee Entitlerneants B43 443
Total Trade and Other Payables 3,118 2,455

Trade and other Payables generally have terms of 30 days and are interest free. Trade and other Payables
are of a short duration and are not discounted. Trade and other Payables are current liabilities.
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FIRST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

12 Member’s Deposits

30 Jun 15 30 Jun 14
Call Shares $000 $000
Ordinary, and Special Purpose Shares 39,251 25 021
Loan Provider Shares 27 616 22 946
Chistras Club and Children's Account Shares 4802 3,931
Moaoney Maker Shares 14 457 14,151
Online Savings Shares 18,597 15,798
Total Call Shares 104,724 81,847
Term Shares
Terrn shares maturing:
- within 1 month 10,060 10,248
- aver T month and up to 3 months 27 433 27 594
- aver 3 months and up to 6 months 35400 37193
- aver B months and up to 12 months 515950 47 608
Total Term Shares 124,893 122,644
Total Current Members® Deposits 229,617 204,491
Non Current Members' Deposits
- over 1 year and up to 2 years 10,065 2258
- over 2 years and up to 3 vears 2,252 18
Total Non Current Members' Deposits 12,317 2,276
Total Members' Deposits 241,934 206,767

Refer to Note 3 for interest rates on member shares.

Members shares are secured by a first ranking equitable assignment by way of security over the whole of the
Credit Union’s present and future undertaking, property, assets and revenues, including the proceeds
received for the subscription of shares and unpaid capital (if any). The equitable assignment by way of
security was granted in favour of Foundation Corporate Trust on 28 June 2013, the Prudential Supervisor of
the Credit Union, under Trust Deed dated 2 November 2000, which has been registered with the Registrar of
Companies.

The Credit Union has also granted to Foundation Corporate Trust from 28 June 2013 a security interest in all
its present and after-acquired personal property as additional security for the members’ shares. Foundation
Corporate Trust has registered a financing statement under the Personal Property Securities Act 1999 in
respect of the same. The grant of this security interest was recorded in a Deed of Modification to Trust Deed
dated 15 October 2002, which has been registered with the Registrar of Companies.
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FIRST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

13 Commitments

(a) Future Capital Commitments

The Credit Union has entered into contracts for the purchase of property, plant and equipment which has not
been recognised as a liability and is payable as follows:

30 Jun 15 30 Jun 14
$000 $000
Mot longer than 1 year 750 550
Longer than 1 and not longer than 5 years
Langer than 5 years
Total Future Capital Commitments 750 550

{b) Operating Lease Commitments

Mon cancellable operating leases contracted for but not capitalised in the financial statements, payable:

Mot longer than 1 year

357 217
Longer than 1 and not longer than 5 years a7 180
Langer than & years 28 35
Total Operating Lease Commitments 442 432

The property leases are non-cancellable leases for varying terms, with rent payable monthly in advance. An

option exists to renew the lease for some of the branches and usually new leases would be renegotiated at
the end of the existing leases.

(c) Outstanding Loan Commitments

Loans and credit facilities approved but not funded ar drawn at the
end of the reporting period.

Loans Approved but not Funded

2926 25974
Undrawn Overdraft and Line of Credit 444 322
Total Qutstanding Loan Commitments 3,370 3,296

14 Contingent Liabilities

There are no material contingent liabilities not provided for in the financial statements (2014: Nil).
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15 Standby Borrowing Facilities

30 Jun 15 30 Jun 14

$000 $000

Overdraft Facility a0 50
Total Standby Borrowing Facilities 50 50

Currently the unused overdraft facility is $50,000 (2014: $50,000). The interest rate is 5.40% (2014: 5.40%)
and the penalty rate is 8.10% (2014: 8.10%). There are no material terms of use.

16 Financial Risk Management Objectives and Policies

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

Key risk management policies encompassed in the overall risk management framework include:
- Market Risks management
- Credit risk management
- Liquidity risk management
- Capital adequacy management

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

Market Risk
The Credit Union is not exposed to currency risk, and does not have any significant exposure to price risk.
The Credit Union does not trade in the financial instruments it holds on its books.

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

The policy of the Credit Union to manage the risk is to maintain a balanced "on book" strategy by ensuring
the net interest rate gaps between members loans and members shares are not excessive. The measured
gap in each 3 month range to be maintained between 3.0% to 7.0% of the difference between loans and
members deposits. The gap is measured monthly to identify any large exposures to the interest rate
movements and to rectify the excess through targeted fixed rate interest products available through
investment assets, and term deposits liabilities to rectify the imbalance to within acceptable levels. The
policy of the Credit Union is not to undertake derivatives to match the interest rate risks. The Credit Unions
exposure to interest rate risk is set out in Note 18 which details the contractual interest change profile.

The following tables summarise the sensitivity of the fair value of the Credit Unions assets and financial
liabilities to 1% movement in interest rate risk on the Credit Unions financial position and results. The Board
and Management consider that given the relatively stable nature of the New Zealand financial environment a
1% movement in interest rate risk is within prudent guidelines.
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16 Financial Risk Management Objectives and Policies (continued)

30 June 15 Interest Rate Risk 30 June 14 Interest Rate Risk
1% +1% 1% +1%
Carrying Profit & Profit & Carrying Profit & Profit &
Amount Equity Equity Amount Equity  Equity
$000 $000 $000 $000 $000 $000
Financial Assets
NZACU and Bank Deposits 97 B96 (FE2) 762 94 877 @14 814
Loan Receivables 183,340 (1,720) 1720 143,726 (1426 1,426
(2,482) 2,482 (2,240 2,240
Financial Liabhilities
Member Deposits 241 5934 (B72 G72 206 767 (721 721
(B72) G772 (21 721
Total Increase /(Decrease) (1.810) 1,810 (1,519) 1,519

The effect on the net profit as above and the effect on equity would be the same.

The Credit Union performs sensitivity analysis to measure market risk exposures. The method used in
determining the sensitivity was to evaluate the profit based on the timing of the interest re-pricing between
the members' loans and the members' deposits for the next 12 months. In doing the calculation the
assumptions applied were that:

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

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

- The term deposits would all re-price to the new interest rate at the term maturity, or be replaced by
deposit with similar terms and rates applicable

- Allloans would be repaid in accordance with the contractual repayment terms

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

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

There has been no change to the Credit Union's exposure to market risk or the way the Credit Union
manages and measures market risk in the reporting period.

Credit Risk - Loans

Credit risk is the risk that the other party to a financial instrument will fail to discharge their obligation
resulting in the Credit Union incurring a financial loss. This usually occurs when debtors fail to settle their
obligations owing to the entity. There is no industry concentration of credit risk with respect to loans and
receivables as the Credit Union has a large number of customers dispersed in varying areas of employment.
The credit policy is that loans and investments are only made to members that are credit worthy.

The Credit Union has established policies or procedures over the:

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

- Limits of exposure over the value to individual borrowers, non-mortgage secured loans, and
concentrations to geographic and industry groups considered at high risk of default

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

- Establishing appropriate provisions to recognise the impairments of loans

- Debt recovery procedures

- Review of compliance with the above policies
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16 Financial Risk Management Objectives and Policies (continued)
Regular reviews of compliance are conducted as part of the internal audit scope.

The risk of losses from the loans undertaken is primarily reduced by the nature and quality of the security
taken.

The Credit Union has a concentration in the retail lending for members who reside primarily in the Waikato
and Bay of Plenty regions of the North Island. During the year United Credit Union transferred engagements
to First Credit Union leading to additional members located in the Wellington area.

Daily reports monitor the loan repayments to detect delays in repayments and recovery is undertaken after 7
days if not rectified. For personal loans where repayments become doubtful the credit union has internal
processes in place to conduct recovery action once the loan is over 30 days in arrears. Debt recovery
policies allow the Credit Union to reset the maturity date of a loan where regular and consistent repayments
have been resumed by the loan holder. These loans are considered to be past due loans. The exposures to
losses arise predominantly in the personal loans and facilities. The significant accounting judgements related
to the determination of the allowance for impairment of loans are set out in note 8(b).

Credit Risk - Liquid Investment

The board policy is to maintain its investments in the New Zealand Association of Credit Unions (NZACU)
and registered trading banks. The NZACU is an association set up to support the member Credit Unions.
NZACU has a rating of BB with a negative outlook issued by Standard and Poors but it invests principally in
bank deposits and money market securities with investment grade credit rating or better.

All trading banks used have Standard and Poors credit ratings of AA from Standard and Poors and AA- from
Moody's.

Liquidity Risk

Liquidity risk is the risk that the Credit Union may encounter difficulties raising funds to meet commitments
associated with financial instruments, e.g. borrowing repayments. It is the policy of the Board of Directors
that the Credit Union maintains adequate cash reserves and committed credit facilities so as to meet the
member withdrawal demands when requested.

The Credit Union manages liquidity risk by:
- Continuously monitoring forecast and actual daily cash flows
- Reviewing the maturity profiles of financial assets and liabilities
- Maintaining adequate reserves, liquidity support facilities and reserve borrowing facilities

The Credit Union’s policy is to maintain at least 15% of total assets as liquid assets capable of being
converted to cash within 7 days. The ratio is checked daily. Should the liquidity ratio fall below this level, the
management and board are to address the matter and ensure that the liquid funds are obtained from new
deposits or borrowing facilities available. The Credit Union has maintained the policy level throughout the
financial period under review,

The maturity profile of the financial assets & liabilities, based on the contractual repayment terms are set out

specifically in note 17.

Capital Management
The Credit Union is regulated under the Friendly Societies and Credit Union Act 1982. The Credit Union has
complied with all its Capital requirements during the period.

As per the capital reserve requirements in force by the Deposit Takers (Credit Ratings, Capital Ratios, and
Related Party exposures) Regulations 2010, the Credit Union has maintained the 8% reserve ratio.

The Credit Union reserves at the end of the reporting period are stated in Note 4.
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16 Financial Risk Management Objectives and Policies (continued)

The Credit Union's capital is determined as follows:

30 Jun 15 30 Jun 14
Tier1 $000 $000
Retained Earnings 48 B17 35 656
Total Tier 1 Reserves 48,617 38,656
Tier 1 Capital Ratio 16.48% 15.51%
Tier 2
Froperty Revaluation Reserve 1,338 1,338
Total Reserves 1,338 1,338
Total Tier 2 Capital Ratio 0.45% 0.54%
Total Tier 1 and Tier 2 Reserves 49,955 39,994
Total Tier 1 and Tier 2 Capital Ratio 16.93% 16.05%

To manage the Credit Union's capital, which can be affected by excessive growth and by changes in total
assets, the Credit Union reviews the capital adequacy ratio monthly and monitors major movements in the
asset levels. Policies have been implemented to require reporting to the Board and the trustee if the capital
ratio falls below 10%. Further, an annual capital budget projection of the capital level is maintained annually

to address how strategic decisions or trends may impact on the capital level.
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FIRST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

19 Other Credit Risks

(a) Maximum Credit Risk Exposure

The Credit Union’s maximum credit risk exposure, without taking into account the value of any collateral or
other security, in the event other parties fail to perform their obligations under financial instruments in relation
to each class of recognised financial asset, is the carrying amount of those assets as indicated in the
Statement of Financial Position.

(b) Concentrations of Credit Risk

The Credit Union minimises concentrations of credit risk in relation to loans by undertaking transactions with
a large number of customers. Credit risk is currently managed in accordance with the Prudential Standards
to reduce the Credit Union's exposure to potential failure of counterparties to meet their obligations under the
contract or arrangement. All loans are to members of the Credit Union who are concentrated mainly within
the North Island of New Zealand.

(c) Large Counterparties
The Credit Union has exposure to counter-parties as follows:

Number of counterparties Number of counterp:
Number of counterparties 30 Jun 2015 30 Jun 2014
Over 100% 0 1 NZACU
Between 890% and 100% of equity 1 MZACU a
Between 80% and S0% of equity 0 o
Between 70% and 80% of equity 1] 0
Between 0% and 70% of equity 0 a
Between 50% and 60% of equity 0 0
Between 40% and 50% of equity 1 ANZ 2 ANZ/BNZ
Between 30% and 40% of equity 1 BNZ 1 Westpac
Between 20% and 30% of equity a 0
Between 10% and 20% of equity 1 Westpac a

In relation to loans to members, where a member has shares as security or deemed security, the security
has not been taken into account when calculating the percentage of exposure.

(d) Loans to Members

Loans can only be made to Credit Union members. Loan interest rates range from 5.00% to 27.45% p.a.
(2014 5.00% to 25.95% p.a.). The Credit Union has a lending policy that requires various levels and types of
security for loans and includes that a portion of loans may be secured over the borrowing members shares.
The Friendly Societies and Credit Unions Act 1982 limits the risk of any one member and provides, along
with the loan agreement that any and all shares might be used to offset an individual loan to the limit of their
liability. Under section 110 of the Act, the maximum indebtedness and repayment terms of a member shall
not, without the prior consent of the Registrar, exceed the following limits:

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

The key elements of the Credit Union lending policy are as follows:

- personal loans can be approved for a period up to 10 years with adequate security but are usually
scheduled to be repaid within 5 years,

- mortgages can be approved for a period up to 30 years but are usually scheduled to be repaid within 20
to 25 years

- arrears in loan payments may be reset after 6 consecutive weekly payments, 3 fortnightly payments or 2
monthly payments
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FIRST CREDIT UNION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

19 OTHER CREDIT RISKS (continued)

Loans to Members
30 Jun 15 30 Jun 14

The proportion of loans with repayments in arrears in excess of three
months is: 1.74% 2.43%

Other than loans, there are no other financial assets in arrears.

Loans are for varying terms but the standard loan contract includes an "on demand” clause.

The monthly repayments on the loans for the past year represent an
average loan term of: 41.4 mths 37.7 mths

The proportion of loans owed in aggregate by the debtors who owe
the six largest amounts is: 2.70% 3.30%

There are no other monetary assets receivable (other than deposits the Credit Union has with banks) that
exceed the individual value of these six largest loans.

The Credit Union offers an overdraft facility

The amounts drawn down are as follows: $759,222 $545,417

20 Concentration of Funding

The Credit Union's source of funding is members' deposits. Accordingly, the funding is concentrated in and
limited to the area of the 'common bond' and consequently the Credit Union funding is predominantly from
individuals residing within the Bay of Plenty and Waikato area. The funding from members is recorded as
Members' Shares in the Statement of Financial Position.

21 Fair Value of Financial Assets and Liabilities

The fair value of the $16,551,738 fixed mortgage loans receivable is $16,708,215 assuming an average
floating mortgage interest rate of 5.85% at 30 June 2015. See note 10 for discussion on fair value of Base
Capital Notes. Directors consider that the fair value of all other financial assets and liabilities is equal to the
book value. All of the financial instruments except the loans receivable and Base Capital Notes are at call or
able to be recovered or settled in the short term. Fair value has been determined on the basis of net present
value of expected future cash flows under the terms and conditions of each financial asset and financial
liability.

23 Related Party Transactions

Remuneration of Directors and Key Management Personnel (‘KMP’)

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

Key management personnel (KMP) has been taken to comprise the directors and five senior management
responsible for the day to day financial and operational management of the Credit Union.

Connected Parties are defined as the immediate relatives of Directors and Executive Management.
Executive Management includes the General Manager and the Assistant General Manager.
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22 Remuneration of Directors and Key Management Personnel (‘KMP’)(continued)
The aggregate compensation of key management positions during the period comprising amounts paid or
payable or provided for was as follows:

30 Jun 15 30 Jun 15 30 Jun 14 30 Jun 14
Directors Other KMP Directors Other KMP

$000 $000 $000 $000

(@)  Short-Term Employee Benefits 141 614 - 630
(b) Pnst-Emplnymgm Beneﬁts - contributions

to defined contribution scheme i i i

Total Related Party Disclosures 141 614 - 630

In the above table, remuneration shown as short term benefits means (where applicable) wages, salaries,
paid annual leave and sick leave, bonuses, value for fringe benefits received, but excludes out of pocket
reimbursements.

At the Annual General Meeting of members held in September 2014 members gave approval for Directors
fees to be paid. In 2014 no Directors, including the Treasurer and Secretary, received fees for their services.

30 Jun 15 30 Jun 14

Directors and other KMP holdings at reporting date are: $000 $000
Owing to Directors and other KMP (shares) 230 240
Owing by Directors and other KMP (loans) 821 520

Connected parties at reporting date
Owing to Connected Parties 1,449 1,332
Owing by Connected Parties 21587 1,906

The Credit Union deals with Directors and Trustees on the same terms and conditions applied to all
members. During the period under review loan advances made to Directors, Trustees and Key Management
Personnel totalled $518,010 (2014: $620,214) and repayments other than normal scheduled repayments
totalled $NIL (2014: $70,499). There were no new term deposits received (2014: $NIL)

There are no shares from Directors and KMP exceeding 36 months and all Directors and KMP loans are
repayable upon demand.

No loans to related parties have been impaired in the period. (2014: $NIL)

During the year $6,348 was paid to Bogers Scott Shortland for services in relation to employment, legal and
lease issues. The balance outstanding at period end was NIL.
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23 Reconciliation of Cash Flow from Operating Activities with Operating Profit

30 Jun 15 30 Jun 14
$000 $000
Profit for the Period Attributabhle to Members 2425 1,535
Non Cash Items

Depreciation, Armortisation and Loss on Sale 516 501
Bad Debts Written off 1 066 1423
Bad Debt Provision 114 (141)
1,696 1,783

Changes in Assets and Liabilities
Mavernent in Accounts Receivable 156 (193)
Mavement in Accounts Payahle (331 (164)
(675) (357)
Net Operating Cash Flows 3,446 2,961

24 Transfer of Engagements

On 31 October 2014 the Credit Union amalgamated with Credit Union Lakeland. This was a business
combination of two mutual entities approved by the way of Special Resolution passed on 3 September 2014
that, pursuant to Section 83(2) of the Friendly Society and Credit Unions Act 1982, all of Credit Union

Lakeland’'s engagements were transferred to First Credit Union.

On 31 January 2015 the Credit Union amalgamated with United Credit Union. This was a business
combination of two mutual entities approved by the way of Special Resolution passed on 4 December 2014
that, pursuant to Section 83(2) of the Friendly Society and Credit Unions Act 1982, all of United Credit

Union’s engagements were transferred to First Credit Union.
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Credit Union

United Credit

Lakeland Union Total

Balance Sheets of Amalgamated Credit Unions 31 Oct 14 3 Jan 15
$000 $000 $000

ASSETS
Cash and Cash Equivalents 707 393 1,100
Deposits at Coop Money Mew Zealand 1,100 9,025 10,125
Trade and Other Receivables 27 139 166
Loans to Members 12,356 11,111 23 467
Praperty, Plant and Equipment 162 210 372
Intangible Assets A7 A7
Capital Motes 368 290 558
Total Assets 14,720 21,215 35,935
LIABILITIES
Trade and Other Payables 615 305 924
Mermbers’ Deposits 11513 15 BE2 27 475
Total Liabilities 12,432 15,967 28,399
Acqusition Date Fair Value of Aquirees Assets and
Liabilities 2,288 5,248 7,536
Consideration: Acquisition Date Fair Value of
Acquirees Equity 2,288 5,248 7,536

25 Events Occurring After Reporting Date

There are no known events that have occurred subsequent to balance date which would materially affect

these financial statements

26 Financial Advisors Act 2008

On 18 March 2011 the Credit Union was registered as a Qualifying Financial Entity (QFE).

As required by the Financial Service Providers (Registration and Dispute Resolution) Act 2008 the Credit
Union is a member of an approved dispute resolution scheme — Financial Services Complaints Ltd (FSCL).
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27 Credit Rating

First Credit Union’s Issuer Credit Rating as at 14 August 2015
International credit ratings agency Standard & Poor's has issued First Credit Union the following issuer credit
rating:

Long term rating: BB- / Outlook: Stable / Short term rating: B

There has been no change to the credit union rating up to the date of this report.

The creditworthiness of First Credit Union is rated by a ratings agency approved by the Reserve Bank under
section 157J of the Reserve Bank of New Zealand Act 1989. The credit rating is a local currency (New
Zealand dollar), long-term, issuer rating. This type of rating expresses an opinion about the overall financial
capacity of an issuer to meet its financial obligations (in contrast to an issue rating, which relates only to a
specific financial obligation).

The following is a summary of Standard & Poor's major ratings scales:

Grade | Description of grade

“AAA” | Extremely strong capacity to meet financial commitments. Highest rating.

“AA” Very strong capacity to meet financial commitments.

“p» Strong capacity to meet financial commitments, but somewhat susceptible to adverse
economic conditions and changes in circumstances.

“BBB” Adequate capacity to meet financial commitments, but more subject to adverse economic

conditions.

“BBB-" | Considered lowest investment grade by market participants.

“BB+" | Considered highest speculative grade by market participants.

“BB” Less vulnerable in the near-term but faces major ongoing uncertainties to adverse
business, financial and economic conditions.

More vulnerable to adverse business, financial and econoemic conditions but currently has

8 the capacity to meet financial commitments.

“coe” Currently vulnerable and dependent on favorable business, financial and economic
conditions to meet financial commitments.

“cec” Currently highly vulnerable.

A bankruptcy petition has been filed or similar action taken, but payments of financial

HCJJ
commitments are continued.

“D” Payment default on financial commitments.

Ratings from “AA" to “CCC" may be madified by the addition of a plus (+) or minus (-) sign to show relative
standing within the major rating categories.

Ratings are statements of opinion issued by Standard & Poor’s, they are not statements of fact, an
endorsement of First Credit Union, or a recommendation to buy, hold, or sell any securities or make any
other investment decisions. Accordingly, any user of issuer credit ratings issued by Standard & Poor's
Ratings Services should not rely on any such ratings or other opinion issued by Standard & Poor's Ratings
Services in making any investment decision. Issuer credit ratings may be changed, withdrawn or suspended
at any time.

In the two years preceding the date of this document no changes have been made to the Credit Union's

rating.
More details are available on www.yourinvestments.standardandpoors.co.nz
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