
 
 

The Rock Building Society Limited 
Dated: 25 August 2010 
 

 
THE ROCK DELIVERS $5.1M PROFIT 

 
The Rock Building Society Limited (ASX: ROK) reported a strong financial 
performance for the 12 months to 30 June 2010, announcing a net profit after 
tax (NPAT) of $5.07 million. 
 

This strong result was achieved despite challenging market conditions, 
including continuing high costs of funds due to the Global Financial Crisis 
(GFC).  

Key achievements during the year included: 

 A net profit after tax of $5.07 million – an increase of 17% on the 2008/09 
financial year.  

 A final dividend of 9 cents per share, bringing the full year dividend to 15 
cents per share, fully franked. 

 Continued diversification of funding sources including implementation of a 
successful Negotiable Certificate of Deposit (NCD) program which has 
raised $90 million since February 2010.  The success of the new funding 
mix was reflected in a strong second half after tax profit result of $3.2 
million. 

 Deployment of a new core banking system. 

 Additional investment grade ratings from Moody’s Investors Service, to add 
to investment grade ratings from Standard & Poor’s. 

 23% expansion of the branch and mini-branch network with eight new mini-
branches opened across the state. 

 33% expansion of The Rock’s ATM network. 

 Strengthened liquidity and capital positions. 

 Maintenance of a strong arrears position. 

 

 
For further information please contact: 
Derek Lightfoot 
Managing Director 
Ph: 07 4931 5519 



 
 

 

 

 

 

 

 

 

 

 

 

 

Appendix 4 E 

Preliminary Final Consolidated Report 

Year ended 30 June 2010 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The Rock Building Society Limited 

ABN 16 067 765 717 

 

This preliminary final report and the following information, is submitted to the Australian Stock 

Exchange (ASX) under listing rule 4.3A.  
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1. Entity Details & Reporting Period 
 

Name of entity 

The Rock Building Society Limited 

 

ABN or equivalent company reference Financial year ended  

16 067 765 717  30 June 2010 

  Previous financial year ended 

  30 June 2009 

 

2. Results for Announcement to the Market 
 

2.1. Revenue from ordinary activities        $'000 

 

 

Revenues from ordinary activities 

 

Down 15.2% To 77,195 

 

2.2. Profit (loss) from ordinary activities after tax       $'000 

 

 

Profit (loss) from ordinary activities after tax 

attributable to members 

 

Up 17.3% To   5,075 

 

2.3. Net profit (loss)           $'000 

 

 

Net profit (loss) for the period attributable to 

members 

 

Up 17.3% To   5,075 

 

2.4. Dividends 

 Amount per 

security 

Franked 

amount per 

security 

 

Final dividend 

Current year (30/6/10) (Payable 30 September 2010) 

 

Previous Year (30/6/09) (Paid 2 October 2009) 

 

 

 

  9.0c 

 

  8.5c 

 

 

  9.0c 

 

  8.5c 

 

 

Interim dividend 

Current year (31/12/09) (Paid 6 April 2010) 

 

Previous Year (31/12/08) (Paid 6 April 2009) 

 

 

 

  6.0c 

 

10.0c 

 

 

  6.0c 

 

10.0c 

 

 

2.5. Record date 

 

The record date for the final dividend is 9 September 2010. 
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3. – 5. Financial Statements as at 30 June 2010 
 

Refer to the attached Financial Statements. 

 

6. -Dividend details 
 

Refer to Note 29 of the attached Financial Statements. 

 

7. -Dividend Reinvestment Plan 
 

The Dividend Reinvestment Plan will not apply to the final dividend for the year ended 30 June 2010. 

 

8. Retained Earnings 
 

Refer to the Statement of Changes in Equity in the attached Financial Statements. 

 

9. Net tangible asset backing per ordinary share 
 

 Net Assets 

$'000 

Shares on issue 

'000 

Net tangible assets 

backing per ordinary 

share 

 

Current reporting period 

 

50,067 24,957 $2.01 

 

Previous reporting period  

 

36,165 19,613 $1.84 

 

10. Entities where control gained or lost 
 

N/A 

 

11.  Associate and joint venture entities 
 

N/A 

 

12.  Other significant information 
 

N/A 

 

13.  Foreign entity accounting standards 
 

N/A 

 

14. Commentary on results for period 
 

 Financial performance 

 

The consolidated net profit after income tax for the year ended 30 June 2010 amounted to $5,075,000 

(2009: $4,325,000).  The increase in profit was due to reduced funding costs as a result of initiatives to 

diversify funding sources.  These initiatives included repurchase transactions with the Reserve Bank of 
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Australia (RBA), and the establishment of a Negotiable Certificate of Deposit (NCD) programme early in 

2010. 

 

The cost to income ratio for the year decreased from 76.6% to 75.7%. 

 

During the year, the loan portfolio decreased by $70 million, retail deposits grew by $23 million, and the 

investment portfolio grew by $39 million. 

 

During the year, The Rock opened 8 new mini-branches throughout regional Queensland, and installed 9 

new Automated Teller Machines. 

 

 Prudential ratios 

 

Capital adequacy at 30 June 2010 was 13.1%, compared to 11.2% at 30 June 2009. 

 

Total liquidity at 30 June 2010 was 28.7%, and HQLA liquidity was 17.0%, compared to 27.5% and 15.3% 

respectively, at 30 June 2009. 

 

15. – 17. Audit 
 

This report is based on accounts which have been audited.  Please refer to the attached Financial 

Statements and Audit Report. 
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Directors’ Report 
 

The Directors present their statutory report on the affairs of The Rock Building Society Limited (“The Rock”) and its controlled 

entities for the year ended 30 June 2010. 

 

The Rock is a company registered under the Corporations Act 2001. 

 

Information on Directors  
 

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

 

Stephen E Lonie (Chairman), BCom MBA CA FFin FAICD FIMCA 

Independent Non-Executive Director – appointed 24 April 2010. 

 

Mr Lonie joined the Board on 24 April 2010, and was elected Chairman on 27 April 2010.  Mr Lonie is a Chartered Accountant 

and a former partner of the international accounting and consulting firm KPMG.  He now practices as an independent management 

consultant.  He is also currently Chairman of electricity generator CS Energy Ltd and Central Queensland mining group, Jellinbah 

Resources Pty Ltd.  Mr Lonie is also Chairman of The Rock’s Remuneration and Nomination Committee, and a member of its 

Audit, Risk and Compliance Committee. 

 

John T Maxwell (Former Chairman), FCPA FPS 

Independent, Non-Executive Director since 1975 – deceased 15 April 2010. 

 

Mr Maxwell was the senior partner in the accounting firm Maxwell and Cameron Pty Ltd, Certified Practising Accountants until 

May 2006.  Mr Maxwell practised as an Accountant in Rockhampton for 35 years. 

 

Bradford V R Beasley, LL.B (Hons) 
Non-Executive Director since 17 August 1999. 

 

Mr Beasley is a partner of the Rockhampton firm of Solicitors, South and Geldard which has acted as Solicitor to The Rock for 

over 20 years.  Mr Beasley is also Chairman of the Board of Trustees of the Rockhampton Grammar School.  He is Chairman of 

The Rock’s Credit Committee, a member of its Audit, Risk and Compliance Committee, and a member of its Remuneration and 

Nomination Committee. 

 

Ross A Illingworth, GAICD CFP BBus HR Deakin (Victoria College) 

Independent Non-Executive Director, appointed 15 January 2009. 
 

Mr Illingworth is Chief Investment Officer and Executive Director of Carnbrea & Co Limited.  He is non-executive Director of 

The Sir Robert Menzies Memorial Foundation Ltd and a member of its Investment Committee.  He is also a non-executive 

Director of Arthritis Victoria and a member of its Audit and Investment Committee.  He is Chairman of The Rock’s Audit Risk 

and Compliance Committee, and a member of its Remuneration and Nomination Committee. 

 

Rod Davies, FFin MAICD 

Independent, Non-Executive Director, appointed 1 March 2010. 

 

Mr Davies joined the Board in March 2010.  Mr Davies held various executive management positions at Suncorp Metway Limited 

during more than 21 years of service.  Mr Davies has extensive business experience in the banking sector.  During his time at 

Suncorp Metway Limited, he was a director of Suncorp Financial Planning Pty Ltd, Metway Star Limited, Graham & Company 

Limited, and LJ Hooker Corporate Limited.  He is a member of its Audit, Risk and Compliance Committee, and Remuneration 

and Nomination Committee. 

 

John W Wedderburn, BA MCom 

Independent, Non-Executive Director since 2004 – resigned 1 March 2010. 

 

Mr Wedderburn has extensive business experience, particularly in the general insurance industry, having held senior positions 

with AMP and QBE Insurance in Brisbane and Sydney. 
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Derek G Lightfoot, BCom FCA FFin GAICD 

Managing Director since 26 November 2007. 

 

Mr Lightfoot joined The Rock in February 2005 as Chief Financial Officer.  He was appointed Chief Executive Officer in June 

2006 and Managing Director in November 2007.  During his career, he spent ten years with KPMG in Brisbane and London, 

specialising in the banking and finance industry.  He also spent eight years in senior management positions at a regional bank.  Mr 

Lightfoot has been a member of the National Committee of the Australian Securitisation Forum since September 2008. 

 
Company Secretary 
 

Duncan C Martin, BSc ACA CIA CISA MBA 

Company Secretary since 6 November 2006. 

 

Mr Martin obtained considerable experience in the banking and finance industry with KPMG in the United Kingdom and 

Australia, as a senior member of its United Kingdom Building Societies Centre of Excellence in Leeds, and as a senior member of 

its Information Risk Management division in its Brisbane office. 

 

Directors’ Meetings Attendance 
 

During the financial year, the Board held a number of Directors’ Meetings, of which each Director’s attendance is set out in the 

following table: 

 
Director J.T. 

Maxwell 

B.V.R. 

Beasley  

R.A. 

Illingworth 

R.A. 

Davies 

J.W. 

Wedderburn 

S.E. 

Lonie 

D.G. 

Lightfoot 

        

Directors’ Meetings Eligible to Attend 10 14 14 5 9 2 14 

Directors’ Meetings Attended 10 14 14 5 9 2 14 

        

Audit, Risk and Compliance Committee Meetings 
Eligible to Attend 

9 12 12 4 8 2 - 

Audit, Risk and Compliance Committee Meetings 

Attended 
9 12 12 4 8 2 - 

        

Nomination and Remuneration Committee Meetings 
Eligible to Attend 

3 6 6 4 2 - - 

Nomination and Remuneration Committee Meetings 

Attended 
3 6 6 4 2 - - 

        

Credit Committee Meetings Eligible to Attend - 6 - - - - 6 

Credit Committee Meetings Attended - 6 - - - - 5 

 

All Non-Executive Directors are members of The Rock's Audit, Risk and Compliance Committee, which oversees the preparation 

of financial statements to members, the activities of both internal and external audit, and ensures compliance with Australian 

Prudential Regulation Authority (APRA) Prudential Standards. 

 

Mr R A Illingworth is Chairman of the Audit, Risk and Compliance Committee.  Mr J W Wedderburn was Chairman of this 

Committee until his resignation from the Board, effective 1 March 2010. 

 

Mr S E Lonie is Chairman of the Nomination and Remuneration Committee.  Mr J T Maxwell was Chairman of this Committee 

until his untimely death on 15 April 2010. 

 

Mr B V R Beasley is Chairman of the Credit Committee. 

 

Directors’ Shareholdings 
 

The Directors currently hold, or have a relevant interest in ordinary shares, as follows: 

 

Director        Ordinary Shares 

 

S E Lonie     31,348 

B V R Beasley   62,752 

R A Illingworth  284,585 

R A Davies    10,000 

D G Lightfoot    29,926 
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A register containing information about the Directors, including details of each Director’s interests in securities issued, is open for 

inspection by members and any other persons at The Rock’s registered office, 102 Bolsover Street, Rockhampton. 

 

Related Party Disclosures 
 

During or since the end of the year, no Directors have, received or become entitled to receive a benefit by reason of a contract 

made by The Rock, except Mr B V R Beasley, is a partner in the firm of South and Geldard, Solicitors, which receive normal 

professional fees for legal services to the consolidated entity, including the preparation of securities for loans made to customers. 

 

Principal Activity 
 

The principal activity during the financial year was the conduct of banking services, including the raising of retail deposit funds 

and the provision of housing finance.  All housing loans are secured by registered mortgage over residential property.  Loans are 

funded by a combination of retail deposits and wholesale funding.  The Rock also provides insurance broking services.  There was 

no significant change in principal activities during the year. 

 

Significant Changes in State of Affairs 
 

There have been no significant changes in the state of affairs of The Rock other than the raising of additional capital. 

 

Review of Operations 
 

Profitability 

The consolidated net profit after income tax for the year ended 30 June 2010 was $5.1 million, compared to $4.3 million for the 

year ended 30 June 2009, representing an increase of 19%. 

 

The Rock earned a net profit after tax of $1.9 million in the first half to 31 December 2009, followed by $3.2 million in the second 

six months to 30 June 2010, due to the impact of improved market conditions. 

 

Cash profit after tax for the year ended 30 June 2010, excluding non-cash depreciation and amortisation items was $6.6 million, an 

increase of 20% compared with $5.5 million for the year ended 30 June 2009. 

 

Cash profit after tax has been derived from accounting net profit after tax by the following adjustments: 

 

        2010  2009 

        $000  $000 

 

Net profit after tax      5,075  4,325 

After-tax non-cash expenses: 

 Depreciation of property, plant and equipment (after tax) 

- Buildings           43       43 

- Plant and equipment        617     491 

Amortisation (after tax) 

- Leasehold improvements         69       87 

- Establishment costs        274     290 

- Computer software        449     182 

- Insurance book          90       96 

____  ____ 

Cash profit after tax      6,617  5,514 

 

Income 

Net interest income for the year ended 30 June 2010 was $19.1 million, compared to $17.3 million for the year ended 30 June 

2009, representing n increase of 10%. 

 

Other income for the year ended 30 June 2010 was $8.1 million, compared to $8.8 million for the year ended 30 June 2009, 

representing a decrease of 8%.  Other income increased during the 2008/09 financial year through fixed loan break fees, as 

customers responded to falling interest rates, as the Global Financial Crisis impacted on local markets. 
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Expenses 

The Rock’s expenses for the year ended 30 June 2010 were $20.6 million, compared to $20.0 million for the year ended 30 June 

2009, representing an increase of 3%.  The major increase was additional depreciation and amortisation of computer hardware and 

software, particularly in relation to The Rock’s new Core Banking platform, which was implemented during the financial year. 

 

Efficiency 

The Rock’s cost to income ratio for the year ended 30 June 2010 was 75.9%, compared to 76.6% for the year to 30 June 2009. 

 

After adjustment for non-cash depreciation and amortisation items, The Rock’s cash cost to income ratio for the year ended 30 

June 2010 was 67.6%, compared to 70.1% for the year to 30 June 2009. 

 

Asset quality 

Mortgage insurance 

The vast majority of the loans on The Rock’s balance sheet (99.7%) are individually fully lender’s mortgage insured, compared to 

100% at the previous year end.  The change is due to the decision not to mortgage insure loans provided to customers to purchase 

investment properties through their superannuation funds, as there is no readily available insurance product for these loans.  The 

maximum loan to valuation ratio permitted by The Rock for these superannuation fund loans is 65%. 

 

Arrears 

Arrears continue to be well managed.  Loans in arrears greater than 30 days amounted to $7.1 million as at 30 June 2010, 

representing 0.74% of the total loan book, compared to $5.9 million as at 30 June 2009, which represented 0.59% of the loan 

book.  The value of loans in arrears greater than 90 days at 30 June 2010 was $1.7 million, compared to $1.6 million at 30 June 

2009, representing 0.18% and 0.16% of the total loan book as at those dates respectively. 

 

Lending approvals and asset movements 

New loans advanced during the year ended 30 June 2010 totalled $155 million, compared to $108 million during the year ended 

30 June 2009. 

 

The Rock’s loan book decreased by $70 million (6.9%) during the year, from $1,008 million at 30 June 2009 to $938 million at 30 

June 2010. 

 

In the same period, The Rock’s investment portfolio increased by $39 million to $266 million at 30 June 2010, from $227 million 

at 30 June 2009.  The diversity and overall profitability of The Rock’s investment portfolio has been increased by the addition of 

investments in high quality Residential Mortgage Backed Securities (RMBS).  The Rock started investing in these instruments 

during the 2010 year, and held $25 million of these investments at 30 June 2010.  The majority of these investments are eligible 

for repurchase transactions with the Reserve Bank of Australia (RBA) and, accordingly, contribute to The Rock’s High Quality 

Liquid Assets (HQLA) portfolio. 

 

Total assets, as at 30 June 2010, stood at $1,225 million, compared to $1,257 million at 30 June 2009, a decrease of 2.5%. 

 

Deposit growth and funding 

Total deposits, as at 30 June 2010, were $572 million, compared to $549 million at 30 June 2009, representing an increase of 4.2% 

over the year. 

 

The Rock diversified its funding sources during the year by establishing a Negotiable Certificate of Deposit (NCD) programme, 

and increased its funding from the RBA through repurchase agreements. 

 

The NCD programme, which was launched in February 2010, allows The Rock to issue promissory notes with a minimum face 

value of $100,000, which pay a fixed interest rate for a specified term.  These deposits can be traded in a highly liquid secondary 

market, and are accepted for repurchase transactions with the RBA.  The programme attracted $89 million in deposits by 30 June 

2010. 

 

Capital management 

The Rock’s Capital Adequacy ratio at 30 June 2010 was 13.1%, compared to 11.2% at 30 June 2009. 

 

The Rock raised $12.3 million in ordinary share capital during the year, after capital raising costs, through the issue of 5.34 

million shares through The Rock’s Dividend Reinvestment Plan (154,717 shares at $2.30 per share and 153,059 shares at $2.55 

per share), a Share Purchase Plan (2,364,029 shares at $2.36 per share), and a Private Placement to sophisticated and professional 

investors (2,671,678 shares at $2.36 per share).  There were 24,956,880 shares on issue at 30 June 2010, compared to 19,613,397 

shares on issue at 30 June 2009. 
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Liquidity management 

The Rock’s High quality Liquid Assets (HQLA) ratio at 30 June 2010 was 17.0%, compared to a 30 June 2009 HQLA ratio of 

15.3%. 

 

Branch and ATM network expansion 

The Rock opened 8 new mini branches during the year, representing a 38% increase in the branch and mini branch network, which 

reached a total of 29 at 30 June 2010.  The Rock also maintained its network of 9 full service branches. 

 

In the same period, The Rock commissioned 9 new ATMs, increasing the size of its ATM fleet by 39% to 32 machines, located 

throughout Queensland. 

 

Shareholder returns 

Earnings per share for the year ended 30 June 2010 was 21.4 cents per share, compared to 22.3 cents per share in the year to 30 

June 2009, representing a decrease of 4.0%.  The weighted average number of shares on issue over the year was 23.8 million, 

compared to 19.4 million during the year to 30 June 2009, an increase of 22.7%. 

 

Cash earnings per share for the year to 30 June 2010 was 27.8 cents per share, which was a reduction of 2.1%, from 28.4 cents per 

share for the year to 30 June 2009. 

 

The Board of Directors has declared a fully franked final dividend for the year ended 30 June 2010 of 9 cents per share, an 

increase of 0.5 cents (6%) compared to the final dividend of 8.5 cents per share for the year ended 30 June 2009.  This final 

dividend takes the full year dividend for the year ended 30 June 2010 to 15 cents per share, compared to a full year dividend of 

18.5 cents per share for the year ended 30 June 2009.  This payout ratio is in line with The Rock’s dividend policy of distributing 

no more than 75% of after tax earnings.  This policy was first adopted during the year ended 30 June 2009. 

 

Options 
 

No options over unissued shares or interests in The Rock or a controlled entity were granted during or since the end of the 

financial year, and there were no options outstanding at the date of this report. 

 

Dividends 

 

Dividends paid or declared since the end of the last financial year are as follows: 

2010 

$’000 

2009 

$’000 

Ordinary shares   

A final dividend for year ended 30 June 2009 of 8.5 cents (2008: 10.5 cents) per share, fully 

franked, was paid on 2 October 2009 (30 September 2008) 
1,667 2,021 

 

An interim dividend for year ended 30 June 2010 of 6.0 cents (2009: 10.0 cents) per share, fully 

franked, was paid on 31 March 2010 (6 April 2009) 

 

1,488 

 

1,940 

 

A final dividend for year ended 30 June 2010 of 9.0 cents (2009: 8.5 cents) per share, fully 

franked, has been declared and will be paid on 30 September 2010 (2 October 2009) 

 

2,246 

 

1,667 

   

People 
 

Mr Rod Davies was appointed to the Board on 1 March 2010.  On the same date, Mr John Wedderburn resigned from the Board.  

As a result of the resignation of Mr Wedderburn, Mr Ross Illingworth was appointed Chairman of the Audit, Risk & Compliance 

Committee. 

 

Mr John Maxwell was tragically killed in a road traffic accident on 15 April 2010.  As a result, Mr Ross Illingworth became acting 

Chairman of The Rock, and Mr Davies was appointed acting Chairman of the Audit Risk & Compliance Committee on that date. 

 

Mr Stephen Lonie was appointed to the Board on 24 April 2010, and was elected Chairman of The Rock on 27 April 2010.  Mr 

Ross Illingworth resumed Chairmanship of the Audit, Risk and Compliance Committee on that date. 
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Remuneration Report (Audited) 

 
Principles of Compensation 

The Rock’s policy for determining the nature and amount of remuneration of key management personnel of The Rock is set out in 

the following report. 

 

Non-Executive Directors 

 
The aggregate fees for Non-Executive Directors are determined with reference to a range of issues, including the amount of time 

spent by Directors on the business of The Rock, the size of The Rock, and The Rock’s profitability and growth rate in comparison 

to industry standards.  The aggregate fees for Non-Executive Directors are approved by shareholders and the individual allocation 

of fees is determined by the Board within this aggregate limit.  

 

Executive Officers 

 

The Board determines the remuneration of the Managing Director and Senior Executives.  The remuneration structure for 

executive officers, including Executive Directors, is based on a number of factors, including length of service, particular 

experience of the individual concerned, as well as the individual’s duties and responsibilities and is designed to promote superior 

performance and enhance their commitment to corporate objectives. 

 

The Managing Director’s contract is for a fixed period of five years.  The contract commenced on 27 June 2006.  A period of three 

months notice is required for termination of the Managing Director’s contract. 

 

The Rock has entered into service contracts for other executives on a continuing basis, with between one and three months notice 

on termination, with the exception of the Managing Director.  The Rock retains the right to terminate any contract immediately, by 

making a payment equal to pay in lieu of the notice period.  Executives are also entitled to receive, on termination of employment, 

their statutory entitlements of annual leave and long service leave, together with any superannuation payments and a relocation 

allowance. 

 

The service contracts outline the components of compensation paid to executives but do not prescribe how compensation levels 

are modified from year to year.  Compensation levels are reviewed each year, to consider cost of living changes, any change in the 

scope of the role of the executive, and the individual performance of the executive. 

 

Executives, as part of the terms and conditions of their employment, may take a portion of their compensation in the form of non-

cash benefits.  Non-cash benefits typically include club memberships and motor vehicles.  The Rock pays fringe benefits tax on 

these benefits. 

 

Executives may also obtain loans from The Rock at commercial rates of interest and on commercial terms.  These loans do not 

represent a benefit to the recipient.  All loans are fully secured by registered first mortgage over the borrower’s residence and are 

fully mortgage insured, with the exception of loans to borrowers to purchase properties through their superannuation funds.  These 

loans comprised 0.3% of The Rock’s loan book at 30 June 2010 (2009: 0%).  No amounts have been written down or recorded as 

allowances, as the balances are considered fully collectable. 

 

Other financial services provided by The Rock are available to executives at commercial rates of interest and on commercial 

terms. 

 

With the exception of a $20,000 special bonus paid to The Rock’s Information Technology executive, Mr Len Sanders, pursuant 

to the implementation of the new core banking system, no performance-based payments were made to executive officers during 

the year ended 30 June 2010 (2009: Nil). 

 

No element of the remuneration of any executive officer is dependant upon a performance condition of The Rock. 

 

Consequences of Performance on Shareholder Wealth 

To enable assessment of the consolidated entity’s performance, the following table shows the post-tax earnings, earnings per share 

and dividends for the last 5 years for the consolidated entity, as well as the share price at the end of the respective financial years: 

 

Item 2006 2007 2008 2009 2010   2008 2009 

          

After-tax earnings ($000) 4,606 3,681 4,484 4,325 5,075   4,484 4,325 

Earnings per share 25.5c 20.1c 23.4c 22.4c 21.4c   23.4c 22.4c 

Dividends paid ($000) 4,329 4,059 3,629 3,961 3,155   3,629 3,961 

Share price $4.80 $5.26 $3.32 $2.36 $2.52   $3.32 $2.36 



 The Rock Building Society Limited ABN 16 067 765 717  2010 Annual Report 

 

7 

Remuneration Report (Audited) - Continued 
 

The following table details the key management personnel of the consolidated entity at any time during the reporting period and, 

unless otherwise indicated, were key management personnel for the entire period: 

 

Key Management Person Position

Non-Executive Directors

Mr S E  Lonie Director - effective 24 April 2010.  Chairman - effective 27 April 2010.

Mr J T Maxwell Chairman - deceased 15 April 2010.

Mr B V R Beasley Director. 

Mr R Davies Director - effective 1 March 2010.

Mr J W Wedderburn Director - resigned 1 March 2010.

Mr R A Illingworth Director  (Acting Chairman 16 April 2010 to 27 April 2010).

Executive Director

Mr D G Lightfoot Managing Director.

Senior Executives

Mr D C Martin Chief Financial Officer and Company Secretary.

Mr L M Sanders Information Technology Executive.

Mr D F Grounds Operations Executive.

Mr WS Darnill Lending Executive.

Mr J P Hanby Corporate Development Executive.  
 

 

Remuneration of directors and executives 

 

Details of the nature and amount of each major element of remuneration of each Director of The Rock and each of the named 

Rock executives are set out in the following tables. 

 

Remuneration 2010 Financial Year

Post

Employment

Salary Fees & 

Commissions
Cash Bonus

Other

Benefits

Non-Cash 

Benefits

Superannuation 

Contributions

$000 $000 $000 $000 $000 $000

Non-Executive Directors

Mr S E Lonie 1 20 -                          -                          -                          2                         22

Mr J T Maxwell 2 104 -                          -                          -                          9                         113

Mr B V R Beasley 55 -                          -                          -                          5                         60

Mr R Davies 3 18 -                          -                          -                          2                         20

Mr J W Wedderburn 4 37 -                          -                          -                          3                         40

Mr R A Illingworth 5 55 -                          -                          -                          5                         60

289 -                          -                          -                          26                       315

Executive Director

Mr D G Lightfoot 325 -                          -                          26                       44                       395                     

Executives

Mr D C Martin 161 -                          -                          -                          14                       175                     

Mr LM Sanders 113 20                       -                          27                       12                       172                     

Mr D F Grounds 111 -                          -                          19                       10                       140                     

Mr WS Darnill 124 -                          -                          5                         11                       140                     

Mr J P Hanby 166 -                          -                          5                         15                       186                     

Total Executives 1,000                 20                       -                          82                       106                    1,208                 

Total 1,289                 20                       -                          82                       132                    1,523                 

1 Effective 24 April 2010.
2 Deceased 15 April 2010.
3 Effective 1 March 2010.
4 Resigned 1 March 2010.
5 Acting Chair 16 April 2010 to 27 April 2010.

Total Non-executive Directors

Total

Short-term Employee Benefits

 
 

The bonus paid to the Information Technology Executive was paid in December 2009 at the discretion of the Board of Directors, 

in recognition of the successful implementation of the new core banking system. 
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Remuneration Report (Audited) – Continued 

 
Remuneration 2009 Financial Year

Post

Employment

Salary Fees & 

Commissions
Cash Bonus

Other

Benefits

Non-Cash 

Benefits

Superannuation 

Contributions

$000 $000 $000 $000 $000 $000

Non-Executive Directors

Mr JT Maxwell 121 -                          -                          -                          11                       132

Mr BVR. Beasley 55 -                          -                          -                          5                         60

Mr JW Wedderburn 55 -                          -                          -                          5                         60

Mr IJ Johnston 1 30 -                          -                          -                          3                         32

Mr RA Illingworth 2 25 -                          -                          -                          2                         27

286                    -                          -                          -                          26                       312                    

Executive Director

Mr DG Lightfoot 271 -                          2                         26                       100 399

Executives

Mr DC Martin 162 3                         -                          1                         15                       181                     

Mr LM Sanders 111 3                         -                          27                       10                       151                     

Mr DF Grounds 110 3                         -                          15                       10                       138                     

Mr. WS Darnill 119 5                         -                          3                         12                       139                     

Mr JP Hanby 3 39 -                          -                          -                          34                       73                       

Total Executives 812 14                       2                         72                       181                    1,081                 

Total 1,098 14                       2                         72                       207                    1,393                 

1 Resigned 15 January 2009.
2 Appointed 15 January 2009.
3 Appointed 1 January 2009.

Short-term Employee Benefits

Total

Total Non-executive Directors

 
 
 

End of Remuneration Report 
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Indemnifying Directors and Officers or Auditor 

 

The Directors and Officers of The Rock and its controlled entities are covered against certain liabilities arising from their respective 

positions by a Directors’ and Officers’ Insurance Contract.  The premium for this insurance is paid by The Rock.  The Directors have 

not included details of the nature of the liabilities covered or the amount of premium paid, as such disclosure is prohibited under the 

terms of the insurance policy. 

 

No insurance cover has been provided for the benefit of the auditors of The Rock and its controlled entities. 

 

Matters Subsequent to the end of the Financial Year 
 

Subsequent to the reporting date, The Board declared a final dividend of 9 cents per fully paid ordinary share ($2,246,000) for the 

year ended 30 June 2010, payable on 30 September 2010.  The final dividend is fully franked at 30%.  The financial effect of this 

dividend has not been brought to account in the financial statements for the year ended 30 June 2010 and will be recognised in the 

subsequent financial year. 

 

On 24 July 2010, a regulator made enquiries of The Rock regarding certain customer complaints.  The regulator has subsequently 

requested further information and documentation.  To date, investigations have indicated that there are no significant issues of note, 

however, although well advanced, these investigations are not yet complete.  The Rock has incurred approximately $190,000 in costs 

in relation to its investigation, and is likely to incur further costs in the 2010/11 financial year, the final amount of which it is not 

possible to determine at this date. 

 

The Directors are not aware of any other matter or circumstance which has arisen since 30 June 2010 that has significantly affected, or 

may significantly affect, the operations of The Rock and its controlled entities, the results of those operations, or the state of affairs of 

The Rock and its controlled entities. 

 

Likely Developments 
 

The Rock will continue to provide financial services, including an increasing range of savings, home loan and insurance broking 

services to its customers through its network of branches and agencies, predominantly throughout regional Queensland, and third 

party mortgage brokers throughout Australia.   

 

Looking forward, The Rock still faces a challenging market, given its size and position.  In response, The Rock remains focused on 

improving its current business through initiatives to both increase revenues and improve efficiencies, particularly around optimisation 

of the new core banking system. 

 

The Directors also consider that The Rock is well positioned, and will be a willing participant, in any potential consolidation of the 

industry, as: 

 

 The Rock is in a sound financial position; 

 The Rock has an established regional market franchise; and 

 The Rock has a modern banking system that provides a platform for increased efficiency and the potential to capture scale 

economies, if opportunities to expand emerge in the following year. 

 

Further information on likely developments in the operations of the group and the expected results of operations have not been 

included in these financial statements because the Directors consider that it would be likely to result in unreasonable prejudice to The 

Rock. 

 

Proceedings on Behalf of the Consolidated Entity 
 

No person has applied for leave of court to bring proceedings on behalf of the consolidated entity, or to intervene in any proceedings 

to which the consolidated entity is a party, for the purpose of taking responsibility on behalf of the consolidated entity for all or any 

part of those proceedings.  The consolidated entity was not a party to any such proceedings during the year. 
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Non-Audit Services 
 

The Board of Directors, in accordance with advice from the Audit, Risk and Compliance Committee, is satisfied that the provision of 

non-audit services during the year is compatible with the general standard of independence for auditors imposed by the Corporations 

Act 2001.  The Directors are satisfied that the following services disclosed did not compromise the external auditor’s independence 

for the following reasons: 

 

 All non-audit services are reviewed and approved by the Audit, Risk and Compliance Committee prior to commencement, to 

ensure they do not adversely affect the integrity and objectivity of the auditor; and 

 

 The nature of the services provided do not compromise the general principles relating to auditor independence, as set out in 

APES 110 Code of Ethics for Professional Accountants. 

 

The following fees for services not related to the audit of the financial statements were paid or payable to the external auditor during 

the year ended 30 June 2010: 

 

Securitisation program loan audits and reporting $17,000 

Taxation Services  $33,000 

AGM-related activities $  3,000 

Other activities $10,000 

 

Lead Auditor’s Independence Declaration 

 
The lead auditor’s independence declaration is set out on page 11 and forms part of the Directors’ Report for the financial year ended 

30 June 2010. 

 

Environmental Issues 

 
The Rock’s operations are not regulated by any significant environmental regulations under a law of the Commonwealth or a State or 

Territory. 

 

Rounding 

 
The amounts contained in the financial statements and the Directors’ Report have been rounded to the nearest one thousand dollars, in 

accordance with ASIC Class order 98/100.  The Rock is permitted to round to the nearest one thousand dollars ($000) for all amounts, 

except for prescribed disclosures which are shown in whole dollars. 

 

Signed for and on behalf of the Directors, in accordance with a resolution of the Board. 

 

 

 

 

 

 

Stephen E Lonie 

Chairman 

 

 

24 August 2010 

Brisbane 

 

 

 
  



  

 

Level 18, 300 Queen St  
Brisbane QLD 4000, 
GPO Box 457 Brisbane QLD 4001 
Australia 

 

Tel: +61 7 3237 5999 
Fax: +61 7 3221 9227 
www.bdo.com.au 

 

BDO Audit (QLD) Pty Ltd ABN 33 134 022 870 is a member of a national association of independent entities which are all members of BDO (Australia) Ltd ABN 
77 050 110 275, an Australian company limited by guarantee. BDO Audit (QLD) Pty Ltd and BDO (Australia) Ltd are members of BDO International Ltd, a UK 
company limited by guarantee, and form part of the international BDO network of independent member firms. Liability limited by a scheme approved under 
Professional Standards Legislation (other than for the acts or omissions of financial services licensees) in each State or Territory other than Tasmania. 
 

 

 

 

  

  

DECLARATION OF INDEPENDENCE BY T J KENDALL TO THE DIRECTORS OF THE ROCK BUILDING 

SOCIETY LIMITED 

 

As lead auditor of The Rock Building Society Limited for the year ended 30 June 2010, I declare that, to 

the best of my knowledge and belief, there have been no contraventions of: 

• the auditor independence requirements of the Corporations Act 2001 in relation to the audit; and 

• any applicable code of professional conduct in relation to the audit. 

This declaration is in respect of The Rock Building Society Limited and the entities it controlled during 

the period 

 

 

 

 

T J Kendall 

Director 

BDO Audit (QLD) Pty Ltd 

 

 

Brisbane, 24 August 2010 
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Notes

2010 2009 2010 2009

$000 $000 $000 $000

2 69,045                 82,157                 38,464                 33,493                 

2 (49,967)                (64,817)                (26,206)                (22,688)                

19,078                 17,340                 12,258                 10,805                 

3 8,150                   8,823                   16,938                 4,732                   

11(c) (101)                     (39)                       (101)                     (39)                       

4 (7,366)                  (7,875)                  (7,366)                  (7,875)                  

Occupancy expenses 4 (778)                     (765)                     (778)                     (765)                     

Depreciation and amortisation expense 4 (2,201)                  (1,698)                  (2,201)                  (1,698)                  

4 (10,157)                (9,658)                  (9,630)                  (10,031)                

6,625                   6,128                   9,120                   (4,871)                  

5 (1,550)                  (1,803)                  (2,298)                  1,489                   

5,075            4,325            6,822            (3,382)          

(747)                     -                           (747)                     -                           

7,939                   (18,836)                -                           -                           

5(g) (2,157)                  5,651                   224                      -                           

5,035            (13,185)        (523)             -                   

10,110          (8,860)          6,299            (3,382)          

-                           -                           -                           -                           

5,075                   4,325                   6,822                   (3,382)                  

5,075            4,325            6,822            (3,382)          

-                           -                           -                           -                           

10,110                 (8,860)                  6,299                   (3,382)                  

10,110          (8,860)          6,299            (3,382)          

6 21.4 22.3

6 21.4 22.3

The above statement should be read in conjunction with the attached notes

Controlling Interest

Total Comprehensive Income for year

Total Comprehensive attributable to:

Non-controlling interest

Overall operations

Statement of Comprehensive Income
for the year ended 30 June 2010

SocietyConsolidated

Interest income

Interest expense

Net interest income

Fees, commission and other income

Net changes on revaluation of Land and Buildings

Income tax (expense) / benefit on items of other 

comprehensive income

Total Comprehensive Income for year

Basic earnings per share (cents per share)

Other comprehensive income, net of income tax

Diluted earnings per share (cents per share)

Profit / (Loss) for the year

Income tax (expense) / benefit

Profit / (Loss) before income tax

Personnel costs

Other expenses 

Net impairment losses on loans and advances

Profit / (Loss) for the year

Net changes in cash flow hedges

Total Other Comprehensive Income for the 

year, net of income tax

Profit attributable to:

Non-controlling interest

Controlling Interest
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Notes

2010 2009 2010 2009

$000 $000 $000 $000

7 56,888                 40,897                 30,363                 12,105                 

8 4,103                   3,308                   7,715                   6,489                   

12 25,339                 234                      194,468               172,917               

9 183,693               186,091               183,693               186,091               

10 938,480               1,008,212            349,845               262,098               

13 -                           -                           2,373                   8,119                   

14 5,954                   10,129                 5,954                   10,129                 

15 419                      290                      419                      290                      

5(e) 1,692                   4,180                   1,684                   4,172                   

16 8,682                   3,284                   8,682                   3,284                   

1,225,250     1,256,625     785,196        665,694        

17 572,095               548,752               572,095               548,752               

18 10,440                 6,294                   7,570                   5,360                   

13 3,320                   11,346                 3,320                   11,346                 

5(c) 965                      1,392                   952                      1,307                   

5(d) 1,092                   1,315                   1,804                   3,750                   

19 303                      253                      303                      253                      

20 578,286               647,824               138,736               50,000                 

1,166,501     1,217,176     724,780        620,768        

58,749          39,449          60,416          44,926          

21 34,363                 22,017                 34,363                 22,017                 

24,387                 22,467                 23,730                 20,063                 

22 (1)                         (5,035)                  2,323                   2,846                   

58,749                 39,449                 60,416                 44,926                 

-                           -                           -                           -                           

58,749          39,449          60,416          44,926          

Financial assets held-to-maturity

Loans and advances

Derivatives

Controlling interest

Trade and other payables

Retained earnings

Reserves

Issued capital

Total liabilities

Net assets

Income tax payable

Deferred tax liability

Equity

Provisions

Borrowings

Derivatives

Assets

Consolidated Society

Statement of Financial Position
as at 30 June 2010

Non-controlling interest

Total equity

The above statement should be read in conjunction with the attached notes

Liabilities

Cash and cash equivalents

Trade and other receivables

Financial assets available for sale

Other assets

Total assets

Property, plant and equipment

Deposits

Deferred tax assets

Intangible assets
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Notes

2010 2009 2010 2009

$000 $000 $000 $000

57,152                 74,796                 18,788                 27,268                 

(155,479)              (108,293)              (225,156)              (162,531)              

225,156               266,029               59,431                 140,315               

710                      (2,439)                  14,048                 4,295                   

(22,330)                (103,390)              (18,775)                (103,390)              

8,330                   8,652                   16,334                 15,013                 

(4,760)                  (3,084)                  (4,247)                  (2,632)                  

(37,198)                (56,321)                (20,964)                (20,701)                

23,319                 50,040                 23,319                 50,040                 

-                           -                           77,922                 23,612                 

(158,274)              (150,750)              -                           -                           

88,736                 50,000                 88,736                 50,000                 

(12,551)                (14,773)                (14,383)                (14,837)                

5(c) (1,765)                  (1,434)                  (1,765)                  (1,434)                  

46                        112                      71                        86                        

31(b) 11,092          9,145            13,359          5,104            

16(d) (1,374)                  (555)                     (1,374)                  (555)                     

14(f) (2,591)                  (2,954)                  (2,591)                  (2,954)                  

(32)                       (75)                       (32)                       (75)                       

13                        13                        13                        13                        

16(d) (186)                     (510)                     (186)                     (510)                     

(4,170)          (4,081)          (4,170)          (4,081)          

(3,155)                  (3,961)                  (3,155)                  (3,961)                  

12,224                 883                      12,224                 883                      

9,069            (3,078)          9,069            (3,078)          

15,991                 1,986                   18,258                 (2,055)                  

40,897                 38,911                 12,105                 14,160                 

31(a) 56,888                 40,897                 30,363                 12,105                 

The above statement should be read in conjunction with the attached notes

Cash flows from investing activities

Net cash provided by operating activities

Statement of Cash Flows
for the year ended 30 June 2010

Fees and commissions received

Consolidated

Cash flows from operating activities

Cash paid to suppliers & employees

Income tax paid

Interest paid

Fees and commissions paid

Other income

Interest received - loans

Interest & bill discounts - investments

Society

New loans advanced

Principal collected from loans

Cash at end of year

Proceeds from share issues

Net movement in cash

Cash at beginning of year

Net cash provided by financing activities

Net cash used in investing activities

Cash flows from financing activities

Dividends paid

Purchase of software

Adjustment to final purchase price of insurance book

Proceeds from sale of property, plant, equipment and 

motor vehicles

Purchase of property, plant and equipment

Payment of SPV establishment costs

Net movement in investments

Net movement in deposits

Proceeds from mortgages securitised

Net movement in notes issued over securitised loans

Proceeds from borrowings
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Issued 

capital

 Retained 

earnings 

 Asset 

Revaluation 

Reserve 

 Hedging  

Reserve 

 General 

Reserve for 

Credit Losses  Total 

Consolidated $000 $000 $000 $000 $000 $000

Balance at 30 June 2008 21,134              22,103              2,509                 5,304                 337                      51,387              

Total comprehensive income for the year

Profit for the year -                          4,325                  -                          -                          -                            4,325                  

Other comprehensive income

- Net changes on revaluation of land and buildings, net of tax -                          -                          -                          -                          -                            -                          

- Net changes in cash flow hedges, net of tax -                          -                          -                          (13,185)               -                            (13,185)               

Total comprehensive income for the year -                          4,325                  -                          (13,185)               -                            (8,860)                 

Transactions with owners in their capacity as owners

Shares issued 883                     -                          -                          -                          -                            883                     

Capital raising costs -                          -                          -                          -                          -                            -                          

Dividends paid -                          (3,961)                 -                          -                          -                            (3,961)                 

Total transactions with owners in their capacity as owners 883                     (3,961)                 -                          -                          -                            (3,078)                 

Balance at 30 June 2009 22,017              22,467              2,509                 (7,881)               337                      39,449              

Total comprehensive income for the year

Profit for the year -                          5,075                  -                          -                          -                            5,075                  

Other comprehensive income

- Net changes on revaluation of land and buildings, net of tax -                          -                          (523)                    -                          -                            (523)                    

- Net changes in cash flow hedges, net of tax -                          -                          -                          5,558                  -                            5,558                  

Total comprehensive income for the year -                          5,075                  (523)                    5,558                  -                            10,110                

Transactions with owners in their capacity as owners

Shares issued 12,631                -                          -                          -                          -                            12,631                

Capital raising costs (285)                    -                          -                          -                          -                            (285)                    

Dividends paid -                          (3,155)                 -                          -                          -                            (3,155)                 

Total transactions with owners in their capacity as owners 12,346                (3,155)                 -                          -                          -                            9,191                  

Balance at 30 June 2010 34,363              24,387              1,986                 (2,323)               337                      58,750              

Statement of Changes in Equity
for the year ended 30 June 2010

The above statement should be read in conjunction with the attached notes  
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Issued 

capital

 Retained 

earnings 

 Asset 

Revaluation 

Reserve 

 Hedging  

Reserve 

 General 

Reserve for 

Credit Losses  Total 

Society $000 $000 $000 $000 $000 $000

Balance at 30 June 2008 21,134              27,406              2,509                 -                          337                      51,386              

Total comprehensive income for the year

Profit for the year -                          (3,382)                 -                          -                          -                            (3,382)                 

Other comprehensive income -                          

- Net changes on revaluation of land and buildings, net of tax -                          -                          -                          -                          -                            -                          

- Net changes in cash flow hedges, net of tax -                          -                          -                          -                          -                            -                          

Total comprehensive income for the year -                          (3,382)                 -                          -                          -                            (3,382)                 

Transactions with owners in their capacity as owners

Shares issued 883                     -                          -                          -                          -                            883                     

Capital raising costs -                          -                          -                          -                          -                            -                          

Dividends paid -                          (3,961)                 -                          -                          -                            (3,961)                 

Total transactions with owners in their capacity as owners 883                     (3,961)                 -                          -                          -                            (3,078)                 

Balance at 30 June 2009 22,017              20,063              2,509                 -                          337                      44,926              

Total comprehensive income for the year

Profit for the year -                          6,822                  -                          -                          -                            6,822                  

Other comprehensive income

- Net changes on revaluation of land and buildings, net of tax -                          -                          (523)                    -                          -                            (523)                    

- Net changes in cash flow hedges, net of tax -                          -                          -                          -                          -                            -                          

Total comprehensive income for the year -                          6,822                  (523)                    -                          -                            6,299                  

Transactions with owners in their capacity as owners

Shares issued 12,631                -                          -                          -                          -                            12,631                

Capital raising costs (285)                    -                          -                          -                          -                            (285)                    

Dividends paid -                          (3,155)                 -                          -                          -                            (3,155)                 

Total transactions with owners in their capacity as owners 12,346                (3,155)                 -                          -                          -                            9,191                  

Balance at 30 June 2010 34,363              23,730              1,986                 -                          337                      60,416              

The above statement should be read in conjunction with the attached notes

for the year ended 30 June 2010
Statement of Changes in Equity
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Notes to the Financial Statements for the year ended 30 June 2010 
 

1 Basis of Preparation 

 

The Rock Building Society Limited (“The Rock”) is a listed public company incorporated and 

domiciled in Australia.  The financial statements include The Rock as an individual entity and its 

controlled entities, together referred to as “the consolidated entity”. The Society financial statements 

were presented together with the consolidated financial statements as allowed by ASIC class order 

10/654. 

 

1.1 Basis of Accounting 
 

These general purpose financial statements have been prepared in accordance with Australian 

Accounting Standards (AASBs), including Australian Accounting Interpretations, other authoritative 

pronouncements of the Australian Accounting Standards Board, the Corporations Act 2001 and the 

Prudential Standards set down by the Australian Prudential Regulation Authority (APRA). 

 

Compliance with Australian Accounting Standards ensures that the financial statements and notes of 

the consolidated entity and The Rock comply with all International Financial Reporting Standards 

(IFRS) and interpretations in their entirety. 

 

The following material accounting policies have been consistently adopted by the consolidated entity in 

the preparation of the financial statements, unless otherwise stated. 

 

The financial statements are presented in Australian dollars. 

 

The financial statements have been prepared on an accrual basis and are based on historical costs, 

modified by the revaluation of selected non-current assets and financial instruments such as derivatives 

and financial assets available for sale for which the fair value basis of accounting has been applied. 

 

1.2 Date of Issue 
 

The financial statements were authorised for issue by the board of directors on 24 August 2010. 

 

1.3 Comparatives 
 

Where required by Australian Accounting Standards, comparative figures have been adjusted to 

conform to changes in presentation in the current year. 

 

1.4 Principles of Consolidation 

 

The consolidated statements of the consolidated entity include the financial statements of The Rock, 

being the parent entity, and its controlled entities.  The controlled entities are a subsidiary and special 

purpose vehicles in the form of trusts. 

 

A subsidiary is an entity over which The Rock has the power to govern the financial and operating 

policies in order to obtain benefits from the subsidiary’s activities. 

 

Special purpose vehicles are those entities over which The Rock has no ownership but, in effect, the 

substance of the relationships is such that The Rock controls the entities in order to obtain the majority 

of benefits from their operations. 

 

A list of controlled entities is contained in Note 23 to the financial statements.  The financial statements 

of the controlled entities are prepared for the same reporting period as The Rock, using consistent 

accounting policies. 
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1.4 Principles of Consolidation - Continued 

 

As at reporting date, the assets and liabilities of all controlled entities have been incorporated into the 

consolidated financial statements, as well as their results for the year ended on that date. 

 

In The Rock’s financial statements, the investment in the subsidiary is carried at cost. 

 

The controlled entities are fully consolidated from the dates on which control by The Rock is 

established, and cease to be consolidated from the dates on which control by The Rock ceases. 

 

Transactions eliminated on consolidation 

Unrealised gains and losses and inter-entity balances resulting from transactions with or between 

controlled entities are eliminated in full on consolidation. 

 

Business combinations 

Business combinations occur where control over another business is established, which results in the 

consolidation of its assets and liabilities.  All business combinations, including those combinations 

involving entities under common control, are accounted for by applying the acquisition method. 

 

The purchase method requires an acquirer of the business to be identified and for the cost of the 

acquisition and fair values of identifiable assets, liabilities, and contingent liabilities to be determined at 

the acquisition date, being the date that control is established.  Cost is determined as the aggregate of 

fair values of assets given, equity issued and liabilities assumed in exchange for control.  Any deferred 

consideration payable is discounted to present value using the entity’s incremental borrowing rate. 

 

Goodwill is recognised initially as the excess of cost over the acquirer’s interest in the net fair value of 

the identifiable assets, liabilities and contingent liabilities recognised.  If the fair value of the acquirer’s 

interest is greater than cost, the surplus is immediately recognised in profit or loss. 

 

1.5 Receivables Due From Other Financial Institutions 
 

Receivables from other financial institutions are primarily settlement account balances due from banks, 

building societies and credit unions and exclude call and term deposits with other Authorised Deposit 

Taking Institutions (ADIs).  These receivables are brought to account at the gross value of the 

outstanding balance.  Interest is brought to account in profit or loss when earned. 

 

1.6 Residential Mortgage Securitisation Programmes 
 

The Rock conducts a loan securitisation programme, whereby housing mortgage loans are sold as 

securities to Trusts.  The mortgage loans sold are removed from the Statement of Financial Position of 

The Rock, but included in the Statement of Financial Position of the consolidated entity. 

 

The Rock receives fee income for services provided to the securitisation programme.  Fee income is 

recognised on an accrual basis in relation to the reporting period in which the costs of providing the 

services are incurred. 

 

The Rock also provides arm’s-length interest rate swaps and liquidity facilities to the securitisation 

programme, in accordance with APRA guidelines.  In addition, The Rock may receive any residual 

income of the securitisation programme once all associated costs have been met.  The residual income 

is recognised as revenue when received. 
 
The Trustee of the securitisation programme funds the purchase of housing mortgage loans through the 
issuance of securities.  The securities issued by the Trusts do not represent deposits or liabilities of The 
Rock.  The Rock does not guarantee the capital value or performance of the securities, or the assets of 
the Trusts.  The Rock does not guarantee the payment of interest or the repayment of principal due on 
the securities.  The Rock is not obliged to support any losses incurred by investors in the Trusts and 
does not intend to provide such support.  The Rock has no right to repurchase any of the securitised 
loans. 
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1.7 Revenue Recognition 
 

Revenue is recognised at fair value of the consideration received, net of the amount of goods and 

services tax (GST) payable to the taxation authority. 

 

Interest Income – Note 2 

Loan interest income is calculated on the daily loan balance outstanding and is charged, in arrears, to 

the loan account on the last day of each month. 

 

Loan interest income is recognised as interest accrues, using the effective interest rate method.  The 

effective interest rate method uses the effective interest rate, which is the rate that exactly discounts the 

estimated future cash receipts over the expected life of the loan to the net carrying amount of the loan. 

 

When a loan is classified as impaired, the consolidated entity ceases to recognise interest and other income 

earned but not yet received. 

 

Loan interest income is not brought to account when the consolidated entity is informed that a 

borrower has deceased or, generally, if a loan has been transferred to a debt collection agency or a 

judgement has been obtained.  No interest is charged on loans where repayments are in arrears and the 

prospects of a contribution from the borrower are minimal.  However, accrued interest may be 

recovered as part of the recovery of the debt. 

 

Fees and Commission Income – Note 3 

Fees and commission income are recognised as income when the service is provided and a right to 

receive consideration has been attained. 

 

Loan Origination and Loan Application Fees – Notes 2 and 3 

Loan origination and loan application fees are amortised as a component of the calculation of the 

effective interest rate method in relation to originated loans, adjusting the interest recognised in relation 

to loans in the portfolio. 

 

The average life and interest recognition pattern of loans in the portfolio is reviewed annually, to 

ensure that the amortisation methodology is appropriate. 

 

Loan origination fees are amortised on a straight-line basis over the 4 year average life of loans in the 

portfolio, as the results of this method are not materially different from the results generated from the 

use of the effective interest rate method. 

 

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 or losses on loans to customers, to the extent that they will arise from the partial transfer of 

business or on securitisation, do not include impairment write-downs, or reversals of impairment write-

downs. 

 

1.8 Goods and Services Tax 
 

Revenue, expenses and assets are recognised net of the amount of Goods and Services Tax (GST), 

except where the amount of GST incurred is not recoverable from the taxation authority.  In these 

circumstances, the GST is recognised as part of the cost of acquisition of the asset, or as part 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 taxation authority is included as a current 

asset or liability in the Statement of Financial Position. 
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1.8 Goods and Services Tax - Continued 
 

Cash flows are included in the Statement of Cash Flows on a gross basis.  The GST components of cash 

flows arising from investing and financing activities, which are recoverable from, or payable to, the 

taxation authority, are classified as cash flows from operations. 

 

1.9 Depreciation – Note 4 (a) 
 

The consolidated entity adopts the straight line method of depreciating fixed assets to depreciate these 

assets over their estimated useful lives commencing from the time the asset is held ready for use. 

Leasehold improvements are depreciated over the shorter of either the unexpired term of the lease or 

the estimated useful life of the improvements. 

Estimated useful lives are: 

 

- Freehold Buildings     40 years. 

- Plant and Equipment and Motor Vehicles   5 years. 

- Computer Equipment and Software    4 to 5 years. 

- Leasehold Improvements     5 years. 

 

The assets’ residual values and useful lives are reviewed, and adjusted, if appropriate, at each reporting 

date. 

 

Adequate provision has been made to write-down the value of non-current assets over their expected 

lives.  Assets under $300 are not capitalised. 

 

1.10 Leases 
 

Lease payments for operating leases, where substantially all the risks and benefits remain with the 

lessor, are charged as expenses on a straight line basis over the period of the lease term.  Lease 

incentives under operating leases are recognised as a liability and are amortised on a straight-line basis 

over the term of the lease. 

 

Lease income from operating leases is recognised in profit or loss on a straight-line basis over the term 

of the lease. 

 

1.11 Income Tax – Note 5 

 

The income tax expense for the period is the tax payable on the current period’s taxable income based 

on the income tax rate enacted or substantially enacted at the reporting date, adjusted by changes in 

deferred tax assets and liabilities attributable to temporary differences between the tax base of assets 

and liabilities and their carrying amounts in the financial statements, and to unused tax losses. 

 

Deferred tax assets and liabilities are recognised for all temporary differences, between carrying 

amounts of assets and liabilities for financial reporting purposes and their respective tax bases, at the 

tax rates expected to apply when the assets are recovered or liabilities settled, based on those tax rates 

which are enacted or substantively enacted for each jurisdiction.  Exceptions are made for certain 

temporary differences arising on initial recognition of an asset or a liability if they arose in a 

transaction, other than a business combination, that at the time of the transaction did not affect either 

accounting profit or taxable profit. 
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1.11 Income Tax – Note 5 - Continued 
 

Deferred tax assets are only recognised for deductible temporary differences and unused tax losses if it 

is probable that future taxable amounts will be available to utilise those temporary differences and 

losses.  The amount of benefits brought to account or which may be realised in the future is based on 

the assumption that no adverse change will occur in income tax legislation and the anticipation that The 

Rock will derive sufficient future assessable income to enable the benefit to be realised and comply 

with the conditions of deductibility imposed by the law.  Current and deferred tax balances relating to 

amounts recognised directly in equity are also recognised directly in other comprehensive income on 

the Statement of Comprehensive Income. 

 

Additional income taxes arising from the distribution of dividends are recognised at the same time as 

the liability to pay the related dividend.  No additional income taxes are anticipated in 2010 (2009: nil). 

 

1.12 Accounting Estimates And Judgements 
 

The preparation of the financial statements requires the making of estimates that affect the recognised 

amounts of assets, liabilities, revenue and expenses and the disclosure of contingent liabilities.  The 

estimates and associated assumptions are based on historical experience and various other factors that 

are considered to be reasonable under the circumstances, the results of which form the basis of making 

the judgements about carrying values of assets and liabilities that are not readily apparent from other 

sources.  Actual results may differ from these estimates. 

 

The estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting 

estimates are recognised in the period in which the estimate is revised, if the revision affects only that 

period, or in the period of the revision and future periods, if the revision affects both current and future 

periods. 

 

Management has made judgements when applying the consolidated entity’s accounting policies with 

respect to treatment of loans assigned to special purpose vehicles used for securitisation purposes – 

refer to Note 1.6. 

 

Management has made critical accounting estimates when applying the consolidated entity’s 

accounting policies with respect to the impairment provisions for loans – refer to Note 11. 
 

1.13 Financial Assets and Financial Liabilities 
 

(i) Initial recognition 

The Rock initially recognises loans and advances to customers, deposits, debt securities and 

subordinated liabilities on the date that they are originated.  All other financial assets and financial 

liabilities, including financial assets and financial liabilities designated at fair value through profit and 

loss, are initially recognised on trade date when the related contractual rights or obligations exist. 

 

(ii) De-recognition 

The Rock de-recognises a financial asset when the contractual rights to the cashflows from the financial 

asset expire, or it transfers the rights to receive the contractual cashflows from the financial asset in a 

transaction in which substantially all the risks and rewards of ownership of the financial asset are 

transferred.  Any interest in transferred financial assets that is created or retained by The Rock is 

recognised as a separate asset or liability. 

 

The Rock de-recognises a financial liability when its contractual obligations are discharged or 

cancelled, or expire. 

 

In certain transactions, The Rock retains the right to service a transferred financial asset for a fee.  The 

transferred financial asset is de-recognised in its entirety if it meets the de-recognition criteria.  An 

asset or liability is recognised for the servicing rights, depending on whether the servicing fee is more 

than adequate to cover servicing expenses (recognised as an asset) or is less than adequate to cover the 

expenses of providing the service (recognised as a liability). 
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1.13 Financial Assets and Financial Liabilities – Continued 
 

The Rock securitises retail lending financial assets, which generally result in the sale of these financial 

assets to special-purpose-entities which, in turn, issue securities to investors.  Interests in the securitised 

financial assets may be retained in the form of senior or subordinated tranches, interest-only strips or 

other residual interests (“retained interests”).  Retained interests are primarily recorded in Available for 

Sale investment securities and carried at fair value.  Gains or losses on securitisation depend, in part, on 

the carrying amount of the transferred financial assets, allocated between the financial assets de-

recognised and the retained interests, based on their relative fair values at the date of transfer. 

 

For further details of The Rock’s policy on securitisation - refer to Note 1.6. 

 

(iii) Offsetting 

Financial assets and financial liabilities are set off and the net amount presented in the Statement of 

Financial Position when, and only when, The Rock has a legal right to set off the amounts and intends 

either to settle on a net basis or to realise the financial asset and settle the financial liability 

simultaneously. 

 
Income and expenses are presented on a net basis only when permitted by the accounting standards, or 

for gains and losses arising from a group of similar transactions. 

 

(iv) Amortised cost measurement 

The amortised cost of a financial asset or financial liability is the amount at which the financial asset or 

financial liability is measured at initial recognition, minus principal repayments, plus or minus 

cumulative amortisation using the effective interest rate method, of any difference between the initial 

amount recognised and the maturity amount, minus any reduction for impairment. 

 

(v) Fair value measurement 

Refer to Note 32(c) for details. 

 

(vi) Identification and measurement of impairment 

Refer to succeeding notes on financial assets and Note 1.19. 

 

(vii) Designation at fair value through profit or loss 

The Rock designates financial assets or financial liabilities at fair value through profit or loss when: 

 The financial assets or financial liabilities are managed, evaluated and reported internally on a fair 

value basis; or 

 The designation eliminates or significantly reduces an accounting mismatch which would 

otherwise arise; or 

 The financial assets or financial liabilities contain an embedded derivative that significantly 

modifies the cash flows generated or absorbed by the asset or liability. 

 

Cash and cash equivalents – Note 7 

Cash and cash equivalents include cash on hand; unrestricted balances held in banks; and highly liquid 

financial assets with original maturities of less than three months which are subject to insignificant 

risks of changes in their value and are used by The Rock in the management of its short-term 

commitments.  Cash and cash equivalents are carried at amortised cost in the Statement of Financial 

Position. 

 

Loans and advances to customers – Note 10 

Loans and advances to customers are non-derivative financial assets with fixed or determinable 

payments that are not quoted in an active market and that The Rock does not intend to sell immediately 

or in the near term. 

 

Loans and advances are initially measured at fair value plus incremental direct transaction costs, and 

subsequently measured at their amortised cost, using the effective interest rate method. 

 

Refer to Note 1.19 for details of impairment of loans and advances. 
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1.13 Financial Assets and Financial Liabilities – Continued 
 

Investment securities 

Investment securities are initially measured at fair value plus incremental direct transaction costs, and 

subsequently accounted for depending on their classification as either held-to-maturity, or available-

for-sale. 

 

(i) Held-to-Maturity Investments – Note 9 

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments 

and fixed maturity that The Rock has a positive intent and ability to hold to maturity, and which are not 

designated as at fair value through profit or loss, or available-for-sale. 

 

Held-to-maturity investments are carried at amortised cost using the effective interest rate method.   

 

Any sale or reclassification of a significant amount of held-to-maturity investments which are not close 

to their maturity would result in the reclassification of all held-to-maturity investments as available-for-

sale, and would prevent The Rock from classifying investment securities as held-to-maturity for the 

current and the following two financial years. 

 

Impairment losses are measured as the difference between the investment’s carrying amount and the 

present value of the estimated future cash flows, excluding future credit losses that have not been 

incurred.  The cash flows are discounted at the investment’s original effective interest rate.  Impairment 

losses are recognised in profit or loss. 

 

(ii) Available-for-Sale Investments – Note 12 

 

Available-for-sale investments are non-derivative investments that are not designated as another 

category of financial asset.   

 

After initial recognition, available-for-sale investments are measured at fair value.  Unquoted equity 

securities whose fair value cannot be reliably measured are carried at cost.  Unrealised gains or losses 

arising from changes in the fair value of available-for-sale investments are recognised directly in other 

comprehensive income in the available-for-sale investments revaluation reserve.  On sale, the amount 

held in available-for-sale reserves associated with that asset is recognised in profit or loss as a 

reclassification adjustment.  Realised gains and losses on available for sale financial assets are 

classified as gains and losses on disposal in profit or loss.    

 

Where there is a significant or prolonged decline in the fair value of an available-for-sale financial asset 

(which constitutes objective evidence of impairment) the full amount including any amount previously 

charged to other comprehensive income is recognised in profit or loss.  Reversals of impairment losses 

on equity instruments classified as available-for-sale cannot be reversed through profit or loss.  

Reversals of impairment losses on debt instruments classified as available-for-sale can be reversed 

through profit or loss where the reversal relates to an increase in the fair value of the debt instrument 

occurring after the impairment loss was recognised in profit or loss. 

 

If there is objective evidence that an impairment has been incurred on an available-for-sale investment 

carried at cost because its fair value cannot be reliably measured, the amount of loss is measured as the 

difference between the carrying amount and the present value of the estimated future cash flows, 

discounted at the current market rate of return for a similar financial asset. 
 

Deposits 

Refer to Note 1.20 for details. 

 

Borrowings  

Refer to Note 1.22 for details. 
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1.14 Derivative Instruments Held for Risk Management Purposes 
 

The consolidated entity uses derivative financial instruments such as interest rate swaps to hedge the 

risks associated with interest rate fluctuations.  Such derivative financial instruments are measured at 

fair value in the Statement of Financial Position.  The fair value of interest rate swap contracts is 

determined by reference to market values for similar instruments.  For the purpose of hedge accounting, 

hedges are classified as cash flow hedges where they hedge exposure to variability in cash flows that is 

either attributable to a particular risk associated with a recognised asset or liability or a forecast 

transaction. 

 

When a derivative is designated as a hedge of the variability in cash flows attributable to a particular 

risk associated with a recognised asset or liability or a highly probable forecast transaction that could 

affect profit or loss, the effective portion of the change in the fair value of the derivative is recognised 

in other comprehensive income.  The amount recognised in other comprehensive income is reclassified 

to profit and loss as a reclassification adjustment in the same period as the hedged cash flows affect 

profit or loss, and in the same line item in the statement of comprehensive income as the hedged item.  

Any ineffective portion of the change in the fair value of a derivative is recognised immediately in 

profit or loss. 

 

If a derivative expires or is sold, terminated, or exercised, or no longer meets the criteria for cash flow 

hedge accounting, or the designation is revoked, then hedge accounting is discontinued and the amount 

recognised in other comprehensive income remains in other comprehensive income until the forecast 

transaction affects profit or loss.  If the forecast transaction is no longer expected to occur, it is 

reclassified to profit or loss as a reclassification adjustment. 

 

For further details of interest rate swaps used by the consolidated entity - refer to Note 13. 

 

When a derivative is not held for trading, and is not designated in a qualifying relationship, all changes 

in its fair value are recognised immediately in profit or loss, as a component of net income from other 

financial instruments carried at fair value. 

 

At the inception of a hedging transaction, the relationship between the hedging instruments and the 

hedged items, as well as the risk management objective and strategy for undertaking the transaction, are 

documented.  Assessments, both at hedge inception and on an ongoing basis, of whether the derivatives 

used in hedging transactions have been, and will continue to be, highly effective in offsetting changes 

in the cash flows of hedged items are also documented. 

 

1.15 Contributed Equity – Note 21 
 

Ordinary shares are classified as equity. 

 

Costs directly attributable to the issue of new shares or options are shown as a deduction from the 

equity proceeds, net of any income tax benefit.   

 

1.16 Property, Plant and Equipment – Note 14 
 

Items of plant and equipment are stated at cost less accumulated depreciation and any impairment 

losses. 

 

Freehold land and buildings are measured at their fair value, being the amount for which an asset could 

be exchanged between knowledgeable willing parties in an arm’s length transaction, less accumulated 

depreciation.  It is the policy of the consolidated entity to have an independent valuation of The Rock’s 

land and buildings every three years. 
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1.16 Property, Plant and Equipment – Note 14 – Continued 
 

Any accumulated depreciation at the date of revaluation is eliminated against the gross carrying amount 

of the asset and the net amount is restated as the re-valued amount of the asset.  A revaluation surplus is 

recognised in other comprehensive income and accumulated in reserves within equity unless it reverses 

a revaluation decrease on the same asset previously recognised in profit or loss.  A revaluation decrease 

is recognised in profit or loss unless it directly offsets a previous revaluation surplus on the same asset 

in the asset revaluation reserve in which case the decrease is recognised in other comprehensive 

income.  On disposal, any revaluation reserve relating to sold assets is transferred to retained earnings. 

 

In determining the carrying amount of an item of property, plant and equipment, the consolidated entity 

recognises the cost of replacing part of such an item when that cost is incurred if it is probable that the 

future economic benefits embodied within the item will flow to the consolidated entity and the cost of 

the item can be measured reliably.  All other subsequent costs are recognised in profit or loss as an 

expense as incurred. 

 

The carrying amount of property, plant and equipment is reviewed annually by the Directors, to ensure 

it is not in excess of the recoverable amount of the assets. 

 

The recoverable amount of the assets is the greater of their fair value less costs to sell, and their value 

in use.  In assessing value in use, the estimated cash flows are discounted to their present value using a 

pre-tax discount rate that reflects current market assessments of the time value of money and the risks 

specific to the asset.  For an asset that does not generate largely independent cash flows, the 

recoverable amount is determined for the cash-generating unit to which the asset belongs. 

 

An impairment loss is recognised whenever the carrying amount of an asset exceeds its recoverable 

amount.  Impairment losses are recognised in profit or loss unless the asset has previously been re-

valued, in which case the impairment loss is recognised as a reversal to the extent of that previous 

revaluation, with any excess recognised through profit or loss. 

 

Gains and losses on disposal are determined by comparing disposal proceeds with the carrying amount 

of the asset.  These gains and losses are included in profit or loss.   

 

1.17 Impairment Testing Of Assets (Excluding Financial Assets) 
 

At each reporting date, the consolidated entity reviews the carrying values of its tangible and intangible 

assets to determine whether there is any indication that those assets have been impaired.  If such an 

indication exists, the recoverable amount of the asset, being the higher of the asset’s fair value less 

costs to sell and value in use, is compared to the asset’s carrying value.  Any excess of the asset’s 

carrying value over its recoverable amount is expensed through profit orloss. 

 

An asset is considered to be impaired when objective evidence indicates that one or more events have 

had an adverse effect on the estimated future cash flows generated by the asset. 

 

Impairment testing is performed annually for goodwill and intangible assets with indefinite lives. 

 

Where it is not possible to estimate the recoverable amount of an individual asset, the consolidated 

entity estimates the recoverable amount of the cash-generating unit to which the asset belongs. 
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1.18 Intangible Assets – Note 16 
 

Establishment Costs of Securitisation Programmes 

Costs associated with the establishment of the special purpose entities used for mortgage securitisation 

programmes are deferred and are amortised on a straight line basis over a period of five years. 

 

Software Licences 

Items of computer software which are not integral to the computer hardware owned by The Rock are 

classified as intangible assets.  Non-core banking system computer software is amortised on a straight 

line basis over the expected useful life of the software.  Estimated useful lives range from 4 years to 5 

years.  The core banking system is being amortised over a period of ten years. 

 

Insurance Book 

Costs relating to the purchase of an insurance book have been classified as an intangible asset and are 

amortised over the estimated useful life of the insurance book. Estimated useful life is 15 years after 

purchase date. 

 

1.19 Impairment of Loans and Advances – Note 11 
 

A provision for losses on impaired loans is recognised when there is objective evidence that 

impairment of a loan has occurred.  All loans are subject to continuous management review, to assess 

whether there is any objective evidence that any loan, or group of loans, is impaired.  Evidence of 

impairment may include indications that the borrower has defaulted, is experiencing significant 

financial difficulty, or where a debt has been restructured to reduce the burden to the borrower.  

Impairment loss is measured as the difference between the loan’s carrying amount and the present 

value of estimated future cash flows, excluding future credit losses that have not been incurred, 

discounted at the loan’s original effective interest rate.  Impairment losses are recognised in profit or 

loss and reflected in an allowance account against loans and advances. When a subsequent event causes 

the amount of the impairment loss to decrease, the impairment loss is reversed through profit or loss. 

 

A specific provision is made for all identified impaired loans and is recognised when there is 

reasonable doubt over the collectibility of principal and interest in accordance with the loan agreement.  

Bad debts are written off when collection of the loan or advance is considered to be remote, as 

determined by management.  All write-offs are determined on a case-by-case basis, taking into account 

the exposure at the date of the write-off.  On secured loans, the write-off takes place on ultimate 

realisation of the collateral value or on the settlement of claims against lender’s mortgage insurance. 

 

A specific provision is also raised for overdrawn savings accounts.  This provision is calculated in 

accordance with APRA’s Prudential Standards. 

 

In addition, a general reserve for credit losses is maintained to cover risks inherent in the loan portfolio. 

 

Movements in the general reserve for credit losses are recognised as an appropriation of retained 

earnings. 

 

1.20 Deposits – Note 17 
 

All deposits are initially recognised at fair value plus transaction costs.  Interest on deposits is brought 

to account on an accrual basis.  Interest accrued at reporting date is shown as a part of Trade and Other 

Payables.  After initial recognition, deposits are subsequently measured at amortised cost using the 

effective interest rate method.  Amortised cost is calculated by taking into account any issue costs, and 

any discount or premium on settlement.  Gains and losses are recognised through profit or loss when 

the liabilities are derecognised, as well as through the amortisation process. 

 

1.21 Trade And Other Payables – Note 18 
 

Liabilities are recognised for amounts to be paid in the future for goods or services already received.  

Trade accounts payable are normally settled within 30 days. 
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1.22 Borrowings – Note 20 

 

Borrowings are initially measured at fair value plus transaction costs, and subsequently measured at 

their amortised cost using the effective interest rate method.  Any difference between the proceeds (net 

of transaction costs) and the redemption amount is recognised through profit or loss over the period of 

the borrowings, using the effective interest rate method. 

 

1.23 Provisions – Note 19 
 

A provision is recognised when there is a legal, equitable or constructive obligation as a result of a past 

event and it is probable that a future sacrifice of economic benefits will be required to settle the 

obligation, the timing or amount of which is uncertain. 

 

If the effect is material, a provision is determined by discounting the expected future cash flows 

(adjusted for expected future risks) required to settle the obligation at a pre-tax rate that reflects current 

market assessments of the time of value of money and the risks specific to the liability most closely 

matching the expected future payments. 

 

1.24 Employee Benefits – Note 19 
 

Provision is made for The Rock’s liability for employee benefits arising from services rendered by 

employees to the reporting date.  Employee benefits expected to be settled within one year have been 

measured at the amounts expected to be paid when the liability is settled, plus related on-costs.  

Employee benefits payable after more than one year have been measured at the present value of the 

estimated future cash outflows to be made for those benefits. 

 

Contributions are made by The Rock to employee superannuation funds and are charged as expenses 

when incurred. 

 

1.25 Rounding of Amounts 
 

The Rock has applied the relief available to it under ASIC Class Order 98/100 and, accordingly, 

amounts in the financial statements have been rounded to the nearest thousand dollars ($000), unless 

otherwise stated. 
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1.26 New or Emerging Standards 
 

At the date of the financial statements, a number of new Accounting Standards and Interpretations have been issued but 

are not yet effective. 

 

The consolidated entity expects to first apply these new Accounting Standards and Interpretations in the financial 

statements for the period beginning after the effective date of each new Accounting Standards or Interpretations. 

 

The Directors’ assessment of the impact of these new Accounting Standards and Interpretations is set out in the 

following table: 

 

AASB 

reference 

Title and Affected 

Standard 

Nature of Change Application date Impact on Initial 

Application 

AASB 9 

(issued 

December 
2009) 

Financial Instruments Amends the requirements 

for classification and 

measurement of financial 
assets. 

Periods beginning on 

or after 1 January 

2013. 

Due to the recent release of 

these amendments, and the 

fact that adoption is only 

mandatory for the 30 June 

2014 year end, The Rock 

has not yet made an 

assessment of the impact of 
these amendments. 
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2010 2009 2010 2009

$000 $000 $000 $000

2 Interest Income and Interest Expense

(a)(i)

1,436            1,761            539                   625               

9,976            5,597            9,976                4,942            

57,158          74,799          18,794              27,271          

68,570          82,157          29,309              32,838          

(a)(ii)

475               -                   9,155                655               

475               -                   9,155                655               

69,045          82,157          38,464              33,493          

(b)(i)

12,762          15,278          18,339              20,828          

29,257          39,924          5,475                115               

42,019          55,202          23,814              20,943          

(b)(ii)

7,948            9,615            2,392                1,745            

7,948            9,615            2,392                1,745            

49,967          64,817          26,206              22,688          

3

69,045          82,157          38,464              33,493          

Non-Interest Income:

-                   -                   6,552                7,251            

Excess profit / (Loss) distributed from SPVs to The Rock -                   -                   -                       (11,971)        

1,477            2,446            1,477                2,446            

4,665            4,454            4,665                4,454            

1,892            1,815            1,892                1,815            

16                 53                 16                     53                 

10                 4                   10                     4                   

1                   (3)                 1                       (3)                 

70                 -                   2,280                655               

19                 54                 45                     28                 

8,150            8,823            16,938              4,732            

77,195          90,980          55,402              38,225          

Total Interest expense on liabilities carried at amortised cost

Loans and advances

Interest expense on liabilities carried at amortised cost

Deposits

SocietyConsolidated

Financial assets held-to-maturity

Financial assets carried at fair value

Other

Net fair value gain on derivatives

Derivatives - Net of interest amount received

Mortgage servicing fee income

Impaired losses recovered

Gain/(Loss) on disposal of property, plant and equipment

Total interest expense on liabilities carried at fair value

Income

The interest income on loans and interest expense on retail deposits is shown net of the interest off-set benefit arising from mortgage off-set deposit accounts. 

The average interest rates are similarly determined after deducting the interest off-set benefit of mortgage off-set deposit accounts from the yield on loans.

Loan fee income

Income from property

Interest income

Borrowings

Interest income on assets carried at amortised cost

Cash and cash equivalents

Total interest income on assets carried at amortised cost

Interest income on assets carried at fair value

Interest expense on liabilities carried at fair value

Total interest income on assets carried at fair value

Total Interest Income

Total Interest Expense

Transaction fee income

Commissions

Total Non-Interest Income

Total Income
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2010 2009 2010 2009

$000 $000 $000 $000

4

(a) Expenses:

49,967          64,817          26,206              22,688          

Non-Interest Expenses:

4,873            4,609            4,361                4,157            

61                 61                 61                     61                 

881               702               881                   702               

98                 124               98                     124               

392               414               392                   414               

641               260               641                   260               

128               137               128                   137               

101               39                 101                   39                 

778               765               778                   765               

7,366            7,875            7,366                7,875            

-                   323               -                       -                   

5,284            4,726            5,269                5,874            

20,603          20,035          20,076              20,408          

70,570          84,852          46,282              43,096          

(b) Significant revenue and expenses

6,555            6,451            6,839                6,445            

-                   -                   8,027                19,814          

-                   -                   (5,746)               (19,159)        

Ineffective portion of fair value hedges                  70               (323)                         -                     - 

-                   -                   -                       (11,971)        

Profit before Tax from Statement of Comprehensive Income 6,625            6,128            9,120                (4,871)          

Future Actual Actual

Periods 2010 2009

$000 $000 $000

Annual movement in Rock profit due to swap movements 1,207            2,281                (11,316)        

Cumulative movement in Rock profit due to swap movements -                   (1,207)               (3,488)          

Net fair value Gains / (Losses) on derivatives with other parties

Total Expenses

SocietyConsolidated

The following significant revenue and expense items are relevant in explaining the financial performance:

Profit/(Loss) distributed from SPVs as a result of fair value movements 

in derivatives

Impairment losses on loans and advances

Interest expense

 - Insurance book

Amortisation

Profit Before Income Tax

Depreciation of property, plant and equipment

Fees and commissions

 - Buildings

 - Leasehold improvements

 - Plant and equipment

Net fair value losses on derivatives

Personnel costs *

Profit before tax from ordinary operations 

A proportion of The Rock’s fixed-rate loans are funded by wholesale borrowings on which interest is paid at a variable rate.  The Rock has entered into a 

number of interest rate swaps in order to manage the interest rate risk on the wholesale borrowings arising from the fact that income from the loans is at a fixed 

rate while the wholesale funds are variable rate.  In addition, as the wholesale borrowings are held in The Rock’s securitisation special purpose vehicles (SPVs) 

while the interest rate swaps are held directly in The Rock, the interest rate swaps are treated as non hedge transactions and  their fair value recognised directly 

in the profit and loss account of The Rock as effectiveness is unable to be achieved.  On consolidation these interest rate swaps are effective and treated as 

cashflow hedges and, as a result, any fair value movement is accounted for through the cash flow hedge reserve.

 - Computer software

Profit before income tax has been determined after:

Net fair value Gains / (Losses) on derivatives with SPVs

 - Establishment costs

Total Non-Interest Expenses

The valuations of the swaps between The Rock and its SPVs and between the Rock and external parties will reduce to zero as the swaps reach maturity, and 

accordingly the accounting loss recorded in The Rock's books as a result of the movement in swap valuations will reverse to increase the profit of The Rock in 

future periods.  This is illustrated below:

Operating lease rental - minimum lease payments

General administration

* Includes Superannuation contributions amounting to $633,000 (2009: $763,000)
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2010 2009 2010 2009

$000 $000 $000 $000

5

(a)

1,554            2,469            1,626                2,384            

212               (652)             888                   (3,859)          

(216)             (14)               (216)                  (14)               

1,550            1,803            2,298                (1,489)          

(b)

6,625            6,128            9,120                (4,871)          

1,988            1,838            2,736                (1,461)          

3                   9                   3                       9                   

-                   9                   -                       9                   

3                   18                 3                       18                 

(53)               (32)               (53)                    (32)               

Research and development claim (172)             -                   (172)                  -                   

(216)             (14)               (216)                  (14)               

-                   (7)                 -                       -                   

(441)             (53)               (441)                  (46)               

1,550            1,803            2,298                (1,489)          

(c)

1,392            370               1,307                370               

(370)             (321)             (370)                  (321)             

(1,395)          (1,112)          (1,395)               (1,112)          

(1,765)          (1,433)          (1,765)               (1,433)          

(216)             (14)               (216)                  (14)               

1,554            2,469            1,626                2,384            

965               1,392            952                   1,307            

(d)

226               244               226                   244               

(226)             (18)               (226)                  (18)               

-                   226               -                       226               

-                   2,344            2,436                5,852            

-                   (2,344)          (1,723)               (3,416)          

-                   -                   713                   2,436            

1,089            1,505            1,088                1,504            

3                   (416)             3                       (416)             

1,092            1,089            1,091                1,088            

1,092            1,315            1,804                3,750            

Other non-deductible items

Income tax calculated @ 30% (2009 - 30%)

Add tax effect of:

SocietyConsolidated

Less tax effect of:

Investment allowance

Opening balance

Current tax

The components of tax expense / (benefit) comprise:

Adjustments for prior year

The prima facie tax payable on the profit / (Loss) differs from the tax expense / (benefit) for the year as follows:

Income Tax

Non-deductible entertainment

Opening balance

Tax on accounting depreciation of revalued buildings

Provision for current income tax

Charged to profit and loss

Overprovision in prior year

Balance at beginning of year

Income tax paid:

Operating activities - current year

Deferred tax

Profit / (Loss) from ordinary activities before income tax

Income tax expense / (benefit)

Opening balance

The movement in deferred tax liability for each temporary difference during the year is as follows:

(iii) Other

Operating activities - prior year

Other

(ii) Tax relating to fair value on derivatives

Charged to profit and loss

Deferred income tax liability

Current year's income tax expense on profit

(i) Revaluation adjustments 

Overprovision for income tax in prior year
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2010 2009 2010 2009

$000 $000 $000 $000

5

(e)

436               363               428                   363               

115               73                 115                   65                 

551               436               543                   428               

340               292               340                   292               

(195)             48                 (195)                  48                 

145               340               145                   340               

3,404            -                   3,404                3,508            

(2,408)          3,404            (2,408)               (104)             

996               3,404            996                   3,404            

1,692            4,180            1,684                4,172            

(f)

20                 20                 20                     20                 

122               -                   122                   -                   

142               20                 142                   20                 

(g)

5,651            -                   -                       -                   

(2,381)          5,651            -                       -                   

224               -                   224                   -                   

3,494            5,651            224                   -                   

(iii) Tax relating to fair value on derivatives

Current and deferred tax recognised directly in equity

Charged to profit and loss

Opening balance

Opening balance

Transaction costs of issuing equity instruments

Charged to profit and loss

The movement in deferred tax asset for each temporary difference during the year is as follows:

Opening balance

(ii) The consolidated entity continues to comply with the conditions of deductibility imposed by the law; and

(ii) Tax relating to property plant and equipment

Opening balance

Charged to profit and loss

(iii) No changes in tax legislation adversely affect the consolidated entity in realising the benefit.

Current and deferred tax recognised directly in other comprehensive 

income

Opening balance

Net change in fair value of land and buildings

Consolidated Society

Income Tax - Continued

(i) Tax relating to provisions & accruals

Deferred tax asset

Net changes in fair value of cash flow hedge

(i) The consolidated entity derives future assessable income of a nature and an amount sufficient to enable the benefit to be realised;

The potential future income tax benefit will only be obtained if:

 
 



 The Rock Building Society Limited ABN 16 067 765 717 2010 Annual Report 

 

33 

2010 2009

6

21.4 22.3

(a)

5,075            4,325            

5,075            4,325            

23,775,453   19,410,141   

(b)

2010 2009 2010 2009

$000 $000 $000 $000

7

45,138          37,047          18,613              8,255            

11,750          3,850            11,750              3,850            

56,888          40,897          30,363              12,105          

8

3,396            543               3,396                543               

-                   -                   3,647                3,260            

57                 71                 22                     18                 

650               2,694            650                   2,668            

4,103            3,308            7,715                6,489            

9

179,693        182,091        179,693            182,091        

4,000            4,000            4,000                4,000            

183,693        186,091        183,693            186,091        

Other debt securities

Deposits with ADIs

Basic and diluted earnings per share (cents per share )

Consolidated

Consolidated

Cash and Cash Equivalents

Trade and Other Receivables

Cash at bank and cash on hand

Securitisation fees receivable

Accrued interest receivable

Earnings per Share

(i) Reconciliation of earnings to profit and loss

Financial Assets Held to Maturity

As there were no other securities on issue during the year that could be converted to ordinary shares, diluted earnings per share is equal to basic earnings per 

share.

Net profit attributable to shareholders ($000)

(ii) Weighted average number of shares  used as the

     denominator in calculating basic earnings per share

Earnings Reconciliation

Information relating to the calculation of the earnings per share is as follows:

Earnings used in calculating basic and diluted earnings per share 

($000)

Classification of securities

GST receivable

Other

Ordinary shares are the only category of equity in the basic earnings per share.  There are no securities which would be classified as 

potential ordinary shares. 

Interest earning bank deposits at call

Society

The directors have considered the term to maturity, default history and credit rating of the counterparties and instruments in its investment portfolio and 

concluded that none of these investments suffer impairment.
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2010 2009 2010 2009

$000 $000 $000 $000

10

935,987        1,005,661     347,352            259,547        

1                   4                   1                       4                   

935,988        1,005,665     347,353            259,551        

2,492            2,605            2,492                2,605            

-                   (58)               -                       (58)               

938,480        1,008,212     349,845            262,098        

(a)

938,479        1,008,208     349,844            262,094        

1                   4                   1                       4                   

938,480        1,008,212     349,845            262,098        

(b)

All housing loans are secured by registered mortgage over residential real estate, and are fully individually insured against loss with recognised mortgage 

insurers, with the exception of loans to borrowers to purchase properties through their superannuation funds which comprise 0.3% of the loan book (2009: 0%).  

Secured - other

Deferred loan origination costs

Employee share plan loans

Society

The majority of loans are written over a maximum term of 25 to 30 years as principal and interest loans, requiring regular principal and interest repayments.

Provision for impairment

Secured by mortgage

Loans and Advances

Loans by security

Loans in respect of the Employee Share Plan are secured by lien over relevant shares and dividends.

Securitisation

The Rock manages and services loans comprising the securitised mortgage portfolio. These loans are removed from the statement of financial position of The 

Rock but are included in the consolidated statement of financial position. The portfolio totalled $588,634,000 at 30 June 2010 (2009: $746,114,000).

Secured by mortgage over residential property

Consolidated
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2010 2009 2010 2009

$000 $000 $000 $000

11

(a)

58                 50                 58                     50                 

34                 8                   34                     8                   

(92)               -                   (92)                    -                   

-                   58                 -                        58                 

22                 26                 22                     26                 

25                 -                   25                     -                   

-                   (4)                 -                       (4)                 

47                 22                 47                     22                 

47                 80                 47                     80                 

(b) Provision for Impairment Calculation

Basis for specific provision

Calculation of overdrawn savings accounts with specific provision - refer to note 17

2010 2009

Period of impairment

Overdrawn 

Balance Impairment %

Impairment 

amount

Overdrawn 

Balance Impairment %

Impairment 

amount

$000 $000 $000 $000

0 to 13 days 45               -                   -                   50                 -                       -                   

14 to 89 days 30               40                 12                 12                 40                     5                   

90 days to 181 days 14               75                 11                 1                   75                     1                   

182 days to 272 days -                  100               -                   -                   100                   -                   

273 days to 364 days -                  100               -                   -                   100                   -                   

over 364 days 24               100               24                 16                 100                   16                 

113             47                 79                 22                 

2010 2009 2010 2009

$000 $000 $000 $000

(c)

34                 8                   34                     8                   

25                 (4)                 25                     (4)                 

42                 35                 42                     35                 

101               39                 101                   39                 

(d) Loans and advances by impairment class

Impaired loans -                   322               -                       322               

Specific provision -                   (58)               -                       (58)               

Net impaired loans - refer 11 (e) -                   264               -                       264               

Past due but not impaired - refer 11 (f) 44,932          29,532          20,391              11,837          

Neither past due nor impaired - refer 11 (g) 891,056        975,811        326,962            247,392        

Net loans and advances 935,988        1,005,607     347,353            259,493        

(e) Individually impaired loans and advances at reporting date

Analysis

Owner occupied -                   322               -                       322               

Investment -                   -                   -                       -                   

Provision for impairment -                   (58)               -                       (58)               

Carrying Amount -                   264               -                        264               

A specific provision is made for a loan when the funds receivable from the claim that has been submitted to mortgage insurers are expected to be insufficient to 

cover the outstanding loan balance. The provision is made for the total potential shortfall.

Consolidated

Charge to profit and loss for impairment comprises:

Bad debts recognised directly in profit

Less: Amounts written off against specific provision

Consolidated

Balance at beginning of year

(ii) Overdrawn savings accounts with specific provision - refer to note 17

(i) Specific Provision

Impairment of Loans

Provision for impairment

Balance at beginning of year

Add: Expensed during the period

Specific provision movement

Overdrawn savings accounts specific provision movement

Total impairment expense for loans and advances

Society

Society

Add: Expensed during the period

Less: Amounts written off against specific provision
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2010 2009 2010 2009

$000 $000 $000 $000

11

(f) Past due but not impaired loans at reporting date

Ageing Analysis

Past due 0-90 days in arrears 43,265          27,880          19,975              10,834          

Past due 91-180 days in arrears 1,439            569               416                   768               

Past due 181-270 days in arrears 228               304               -                       -                   

Past due 271-365 days in arrears -                   -                   -                       235               

Past due >365 days in arrears -                   779               -                       -                   

Carrying Amount 44,932          29,532          20,391              11,837          

Analysis

Owner occupied 35,897          21,437          14,689              7,414            

Investment 9,035            8,095            5,702                4,423            

Carrying Amount 44,932          29,532          20,391              11,837          

(g) Neither past due nor impaired loans and advances at reporting date

Analysis

Owner occupied 690,953        731,917        257,241            174,084        

Investment 200,103        243,894        69,721              73,308          

Carrying Amount 891,056        975,811        326,962            247,392        

(h) Loans and advances by impairment and security class

(i) Against individually impaired

    Secured by mortgage over real estate -                   322               -                       322               

    Provision for impairment -                   (58)               -                       (58)               

(ii) Against past due but not impaired

     Secured by mortgage over real estate 44,932          29,532          20,391              11,837          

(iii) Against neither past due or impaired

      Secured by mortgage over real estate 891,056        975,811        326,962            247,392        

935,988        1,005,607     347,353            259,493        

Security held as mortgage against real estate is on the basis of:

- Loan to valuation ratio up to 80% 667,081        782,922        224,427            205,821        

268,907        222,743        122,926            53,729          

-                   -                   -                       -                   

935,988        1,005,665     347,353            259,550        

(i) Renegotiated loans

Book value of renegotiated loans which are well secured 1,051            2,617            409                   653               

Society

- Loan to valuation ratio of more than 80% 

            and not mortgage insured

It is not practical to value all collateral as at the reporting date due to the size of the portfolio. A breakdown of the quality of the residential mortgage security is 

as follows:

Impairment Of Loans - Continued

All loans and advances that are neither past due or impaired are with longstanding clients who have a good payment history. The above values include the 

balances of renegotiated loans and advances.

- Loan to valuation ratio of more than 80% 

            but mortgage insured

These loans are not considered impaired because they are fully mortage insured. Any funds remaining after the sale of the related security over the loan will be 

met by the mortgage insurer.

Some loans that were previously past due have been renegotiated by the consolidated entity. Details of these loans are:

Consolidated
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2010 2009 2010 2009

$000 $000 $000 $000

12

At cost

1                   1                   1                       1                   

233               233               233                   233               

234               234               234                   234               

At fair value

Investment in RBS Trust 2009R -                   -                   169,129            172,683        

25,105          -                   25,105              -                   

25,105          -                   194,234            172,683        

25,339          234               194,468            172,917        

13

(a)

-                   -                   2,373                8,119            

-                   -                   2,373                8,119            

(b)

3,320            11,346          3,320                11,346          

3,320            11,346          3,320                11,346          

The consolidated entity enters into derivative transactions in the normal course of business, to hedge exposure to fluctuating interest rates in accordance with 

the consolidated entity's financial risk management policies.

Current Asset

Consolidated Society

Total Financial Assets Available for Sale

Derivatives

The shareholding in Australian Settlements Limited is measured at cost, as its fair value can not be measured reliably. This company was created supply 

services to the member financial institutions and does not have an independent business focus. These shares are held to enable the Rock to receive essential 

banking services. The shares are not publicly tradable and are not redeemable.

The financial reports of Australian Settlements Limited record net tangible assets backing these shares exceeding their cost value. Based on the net assets of 

Australian Settlements Limited, any fair value determination on these shares is likely to be greater than their cost value but, due to the absence of a ready 

market and restrictions on the ability to transfer the shares, a market value is not able to be determined readily. The Rock is not intending, nor able to dispose of 

these shares without a majority of shareholder approval.

Financial Assets Available For Sale

The Rock does not intend to dispose of the financial assets available for sale in the near future.

Current Liability

The investment in RBS Trust 2009R pertains to notes issued by the trust for loans transferred by the Rock amounting to $169,129,000 (2009: $175,198,000).  A 

portion of these notes, amounting to $156,766,000 (2009: $55,000,000), was used as security for borrowings from the Reserve Bank of Australia.  Refer to Note 

20.

Investments in RMBS

Interest rate swap contracts - cash flow hedges

Interest rate swap contracts - cash flow hedges

Shares in Australian Settlements Limited

Australian listed shares

Interest rate swaps are in place to hedge against interest rate risk associated with movements in interest rates which impact on the borrowings of the Society 

and the consolidated entity.   Transactions for hedging purposes are undertaken without the use of collateral as the counterparties used are reputable 

institutions with sound financial positions and credit ratings.  Derivative financial instruments are not held for speculative purposes.

 
 



 The Rock Building Society Limited ABN 16 067 765 717 2010 Annual Report 

 

38 

2010 2009 2010 2009

$000 $000 $000 $000

14

(a)

At independent valuation - 2010 1,135            1,466            1,135                1,466            

1,135            1,466            1,135                1,466            

(b)

1,835            2,434            1,835                2,434            

-                   (122)             -                       (122)             

1,835            2,312            1,835                2,312            

2,970            3,778            2,970                3,778            

(c)

4,643            7,250            4,643                7,250            

Capital works in progress 133               3,601            133                   3,601            

(2,021)          (4,781)          (2,021)               (4,781)          

2,755            6,070            2,755                6,070            

(d)

589               1,010            589                   1,010            

(360)             (729)             (360)                  (729)             

229               281               229                   281               

5,954            10,129          5,954                10,129          

(e)

Cost 1,704            1,704            1,704                1,704            
Accumulated depreciation (449)             (422)             (449)                  (422)             

Net carrying amount 1,255            1,282            1,255                1,282            

Consolidated Society

If the assets were stated on a historical cost basis, the amounts would be as follows:

(i) That the property complies with all relevant statutory requirements;

At cost

Provision for depreciation

Plant and Equipment and Motor Vehicles 

Property, Plant And Equipment

Provision for depreciation

Provision for depreciation

Leasehold Improvements

(iii) There are no orders of compulsory requisition; and

Land and buildings were valued at a market value of $2,970,000 as at 30 June 2010, based upon independent valuations performed by Herron Todd White.

Buildings

The market values were calculated on the basis of vacant possession.  In determining the valuations the valuers made the following significant assumptions:

Valuations:

At cost

(ii) That there are no significant defects or issues that would be revealed by relevant surveys;

At independent valuation - 2010

Land

(iv) All structured improvements have been erected within the title boundaries.
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14

 Freehold 

Land 

 Buildings  Plant and 

Equipment 

and Motor 

Vehicles 

 Leasehold 

Improvements 

 Total 

$000 $000 $000 $000 $000

(f) Movements in carrying values

(i) Consolidated entity

Balance 30 June 2008 1,466            2,373            3,898            352                   8,089            

Revaluation increments/(decrements) -                   -                   -                       -                   

Additions -                   2,891            63                     2,954            

Disposals -                   (17)               (10)                    (27)               

Depreciation expense -                   (61)               (702)             (124)                  (887)             

Balance 30 June 2009 1,466            2,312            6,070            281                   10,129          

Revaluation increments/(decrements) (331)             (416)             -                   -                       (747)             

Additions -                   -                   2,545            46                     2,591            

Transfers to Software from Capital Works in Progress -                   -                   (4,970)          -                       (4,970)          

Disposals -                   -                   (9)                 -                       (9)                 

Depreciation expense -                   (61)               (881)             (98)                    (1,040)          

Balance 30 June 2010 1,135            1,835            2,755            229                   5,954            

(ii) Society

Balance 30 June 2008 1,466            2,373            3,898            352                   8,089            

Revaluation increments/(decrements) -                   -                   -                   -                       -                   

Additions -                   -                   2,891            63                     2,954            

Disposals -                   -                   (17)               (10)                    (27)               

Depreciation expense -                   (61)               (702)             (124)                  (887)             

Balance 30 June 2009 1,466            2,312            6,070            281                   10,129          

Revaluation increments/(decrements) (331)             (416)             -                   -                       (747)             

Additions -                   -                   2,545            46                     2,591            

Transfers to Software from Capital Works in Progress -                   -                   (4,970)          -                       (4,970)          

Disposals -                   -                   (9)                 -                       (9)                 

Depreciation expense -                   (61)               (881)             (98)                    (1,040)          

Balance 30 June 2010 1,135            1,835            2,755            229                   5,954            

Property, Plant And Equipment - Continued
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2010 2009 2010 2009

$000 $000 $000 $000

15

419               290               419                   290               

419               290               419                   290               

16

(a)

6,556            6,370            6,556                6,370            

(5,787)          (5,395)          (5,787)               (5,395)          

769               975               769                   975               

(b)

7,343            1,987            7,343                1,987            

(988)             (1,332)          (988)                  (1,332)          

6,355            655               6,355                655               

(c)

1,970            1,938            1,970                1,938            

(412)             (284)             (412)                  (284)             

1,558            1,654            1,558                1,654            

8,682            3,284            8,682                3,284            

 Software  Insurance 

Book  

 Total 

(d) $000 $000 $000 $000

879               360               2,076                3,315            

Adjustment to final purchase price -                   -                   (285)                  (285)             

510               555               -                       1,065            

(414)             (260)             (137)                  (811)             

975               655               1,654                3,284            

Adjustment to final purchase price -                   -                   32                     32                 

186               1,374            -                       1,560            

-                   4,970            -                       4,970            

Disposals -                   (3)                 -                       (3)                 

(392)             (641)             (128)                  (1,161)          

769               6,355            1,558                8,682            

879               360               2,076                3,315            

Adjustment to final purchase price -                   -                   (285)                  (285)             

510               555               -                       1,065            

(414)             (260)             (137)                  (811)             

975               655               1,654                3,284            

Adjustment to final purchase price -                   -                   32                     32                 

186               1,374            -                       1,560            

-                   4,970            -                       4,970            

Disposals -                   (3)                 -                       (3)                 

(392)             (641)             (128)                  (1,161)          

769               6,355            1,558                8,682            

Prepayments

Accumulated amortisation

 Establishment 

Costs 

Balance 30 June 2009

Amortisation expense

Balance 30 June 2008

Transfers to Software from Capital Works in Progress

At cost 

(i) Consolidated entity

Movements in carrying values

Additions

(ii) Society

Amortisation expense

Additions

Amortisation expense

Balance 30 June 2010

Balance 30 June 2009

Insurance book

Balance 30 June 2008

Transfers to Software from Capital Works in Progress

Accumulated amortisation

Additions

Additions

Amortisation expense

Balance 30 June 2010

Consolidated Society

Software

At cost 

At cost

Accumulated amortisation

Intangible Assets

 Establishment costs of securitisation programmes

Other Assets
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2010 2009 2010 2009

$000 $000 $000 $000

17

361,720        354,547        361,720            354,547        

121,647        194,226        121,647            194,226        

88,775          -                   88,775              -                   

572,142        548,773        572,142            548,773

(47)               (21)               (47)                    (21)               

572,095        548,752        572,095            548,752        

Concentration of Deposits

The following groups represent concentrations of deposits in excess of 10% of total liabilities:

Central Queensland 273,825        338,798        273,825            338,798        

Rest of Queensland 47,755          70,131          47,755              70,131          

New South Wales 124,671        68,332          124,671            68,332          

Rest of Australia 125,891        71,511          125,891            71,511          

572,142        548,772        572,142            548,772        

18

462               458               462                   458               

1,726            2,436            1,670                2,345            

8,252            3,400            5,438                2,557            

10,440          6,294            7,570                5,360            

19

(a)

158               113               158                   113               

53                 50                 53                     50                 

(3)                 (5)                 (3)                      (5)                 

208               158               208                   158               

(b)

95                 105               95                     105               

-                   -                   -                       -                   

-                   (10)               -                       (10)               

95                 95                 95                     95                 

303               253               303                   253               

20

439,550        597,824        -                       -                   

138,736        50,000          138,736            50,000          

578,286        647,824        138,736            50,000          

Deposits

Consolidated Society

Annual leave

Payments made during the year

Make good provision

Borrowings

Carrying amount at beginning of the year

Class A Notes, Class B Notes and Super Senior Notes

RBA Borrowings

The make good provision is to cover the cost of returning leased premises to the state that they were in when the lease commenced.

Provisions made during the year

The provision for Director /employeeentitlements is the amount provided for long service leave entitlements of the consolidated entity.

Provisions

The Rock's deposit portfolio does not include any deposit which represents 10% or more of total liabilities.

Provision for employee/director entitlements

Interest accrued

Call deposits

Trade And Other Payables

Provision for overdrawn savings accounts - Refer to Note 11(a)

NCDs Issued

Term deposits

Trade creditors and accruals

Provisions made during the year

Payments made during the year

Carrying amount at beginning of the year

Class A and B Notes and Super Senior Notes are issued by the securitisation vehicles.  Notes are eligible for repayment once trust balances fall below 10% of 

the initial invested amount which is usually a period of around 5 years after the notes are issued.  Interest paid to noteholders is repriced on a monthly basis.

RBA Borrowings represent money borrowed from the Reserve Bank of Australia for a fixed period under repurchase agreements. The security for these 

borrowings are RMBS notes issued by the RBS Trust 2009R amounting to $156,766,000 (2009: $55,000,000).  Refer to Note 12.
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2010 2009 2010 2009

$000 $000 $000 $000

21

22,017          21,134          22,017              21,134          

5,580            -                   5,580                -                   

6,305            -                   6,305                -                   

746               883               746                   883               

(285)             -                   (285)                  -                   

34,363          22,017          34,363              22,017          

2010 2009 2010 2009

No. 000 No. 000 No. 000 No. 000

19,613          19,253          19,613              19,253          

-                   142               -                       142               

-                   218               -                       218               

5,036            -                   5,036                -                   

155               -                   155                   -                   

153               -                   153                   -                   

24,957          19,613          24,957              19,613          

Issue of ordinary shares under dividend reinvestment plan

Issue of ordinary shares under share purchase plan

In April 2009, the Rock raised $448,000 through the issue of 218,140 fully paid ordinary shares under a dividend reinvestment plan. Shares were issued at $2.05, 

which was a 5% discount to the weighted average market price for the five consecutive trading days prior to the issue date. The purpose of this issue was to 

offer shareholders a way to increase their holdings without using any additional cash.

Consolidated

In October 2008, the Rock raised $434,000 through the issue of 142,493 fully paid ordinary shares under a dividend reinvestment plan. Shares were issued at 

$3.05, which was a 5% discount to the weighted average market price for the five consecutive trading days prior to the issue date.  The purpose of this issue 

was to offer shareholders a way to increase their holdings without using any additional cash.

Issue of ordinary shares under private placement

Balance at beginning of year

In March 2010, the Rock raised $391,000 through the issue of 153,059 fully paid ordinary shares under a dividend reinvestment plan. Shares were issued at 

$2.55, which was a 5% discount to the weighted average market price for the five consecutive trading days prior to the issue date. The purpose of this issue 

was to offer shareholders a way to increase their holdings without using any additional cash.

In October 2009, the Society raised $356,000 through the issue of 154,717 fully paid ordinary shares under a dividend reinvestment plan. Shares were issued at 

$2.30, which was a 5% discount to the weighted average market price for the five consecutive trading days prior to the issue date.  The purpose of this issue 

was to offer shareholders a way to increase their holdings without using any additional cash.

At beginning of year

Ordinary shares participate in dividends as declared from time to time and are entitled to one vote per share at shareholders meetings. In the event of winding 

up of the Rock, ordinary shareholders rank after all other shareholders, if any, and creditors, and are fully entitled to any proceeds of liquidation in proportion 

to the number of shares held.

Number of Ordinary Shares on Issue:

Issued April 2009

Issued October 2009

Issued March 2010

Issued October 2008

Costs in relation to issues

Society

In September 2009, the Rock raised $6,305,000 through the issue of 2,671,678 fully paid ordinary shares under a share private placement. Shares were issued at 

$2.36, which was a 5% discount to the weighted average market price for the five consecutive trading days prior to the issue date.  The purpose of this issue 

was to increase the capital reserves of the Rock.

Issued Capital

Consolidated Society

In September 2009, the Rock raised $5,580,000 through the issue of 2,364,029 fully paid ordinary shares under a share purchase plan. Shares were issued at 

$2.36, which was a 5% discount to the weighted average market price for the five consecutive trading days prior to the issue date.  The purpose of this issue 

was to increase the capital reserves of the society.

Issued September 2009
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22

23

2010 2009

Australia

Australia 100% 100%

Australia - 100%

Australia - 100%

Australia - 100%

Australia 100% 100%

Australia 100% 100%

Australia 100% 100%

Australia 100% 100%

Australia 100% 100%

%  Trust Beneficiary

RBS Trust 2009R

Chief Entity

RBS Warehouse Trust No.1

RBS Trust 2002-1

RBS Warehouse Trust No.2

Country of 

Incorporation

General Reserve for Credit Losses

% Owned

The Rock Building Society Limited

RBS Trust 2005-1

The Rockhampton Custodian & Management Company Pty Limited

RBS Trust 2007-1

RBS Trust 2003-1

RBS Trust 2004-1

Controlled Entities

Controlled Entities

Reserves

Nature and purpose of reserve:  The general reserve for credit losses is maintained to cover credit risk inherent in the loan portfolio.

Asset Revaluation Reserve

Nature and purpose of reserve:  The asset revaluation reserve includes net revaluation increments arising from the revaluation of non-current assets.

Hedging Reserve

Nature and purpose of reserve:  The hedging reserve records the changes in fair value of the derivatives to the extent that the hedge relationship is 

effective.
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24

(a)

(b)

2010 2009 2010 2009

$000 $000 $000 $000

824               601               824               601               

1,896            1,202            1,896            1,202            

379               436               379               436               

3,099            2,239            3,099            2,239            

(c)

13,644          13,309          13,644          13,309          

-                   279               -                   279               

(d)

2010 2009 2010 2009

$000 $000 $000 $000

26                 126               26                 126               

607               637               607               637               

(e)

(f)

Undrawn overdraft limits

The following amounts were paid to superannuation funds in respect of:

Directors

Staff members

Employee share plan

Employee interest free loans

Some of the credit related commitments will expire without being drawn upon and, therefore, the total commitments do not necessarily represent future cash 

requirements.  Loan approvals, once advanced, will be secured by residential mortgage and will be 100% mortgage insured, apart from loans to borrowers to 

purchase investment properties through their self-managed superannuation funds.

Consolidated

There were no capital expenditure commitments for plant and equipment purchases payable not later than 12 months from reporting date.

Commitments and Contingent Liabilities

Capital expenditure commitments

Lease expenditure commitments arising from non-cancellable operating leases for premises but not provided for in the financial statements are:

SocietyConsolidated

Later than 1 year but not later than 5 years 

The Superannuation Guarantee Administration Act (SGAA), effective from 1 July 1992, requires that the Society must provide a prescribed level of each 

employee's earnings for contributions to superannuation.  The Society is under no legal obligation to make superannuation contributions except for the 

minimum contributions required by the SGAA.

Non-cancellable operating lease expense commitments

No interest free loans were provided during the year (2009: nil). 

Approved but undrawn loans

Later than 5 years

Not later than 1 year

Credit related commitments

All operating leases are for premises with terms ranging from 0.5 years to 5 years, with the exception of one premises, which is held under a ten year lease.  

Rent is generally payable in advance and increases annually by CPI.  

Superannuation commitments 

Superannuation plans have been established for the provision of benefits to employees on retirement, death or disability.  Benefits provided under the plans 

are based on contributions for each employee.  Staff and employer contributions are made at various percentages of staff gross salaries and wages. 

The superannuation plans are subject to regulatory control by the Australian Prudential Regulation Authority (APRA) and funds are available to satisfy 

vested benefits under the plans.

There are no shares eligible for issuance under an employee share plan as at 30 June 2010 (2009: nil).

Society
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2010 2009 2010 2009

$000 $000 $000 $000

25

208               158               208               158               

462               458               462               458               

670               616               670               616               

26

(a)

Key management person

Non-Executive Directors

Mr S E  Lonie Director - effective 24 April 2010.  Chairman - effective 27 April 2010.

Mr J T Maxwell Chairman - deceased 15 April 2010.

Mr B V R Beasley Director.

Mr R Davies Director - effective 1 March 2010.

Mr J W Wedderburn Director - resigned 1 March 2010.

Mr R A Illingworth Director  (Acting Chairman 16 April 2010 to 27 April 2010).

Executive Director

Mr D G Lightfoot Managing Director.

Executives

Mr D C Martin Chief Financial Officer and Company Secretary.

Mr L M Sanders Information Technology Executive.

Mr D F Grounds Operations Executive.

Mr W S Darnill Lending Executive.

Mr J P Hanby Corporate Development Executive.

2010 2009 2010 2009

$000 $000 $000 $000

1,391            1,186            1,391            1,186            

132               207               132               207               

1,523            1,393            1,523            1,393            

Consolidated Society

Employee benefits provision

Consolidated

Short term benefits

Post employment benefits

Employee Benefits

Annual leave accrual

Total employee benefits

Total key management personnel remuneration

Key Management Personnel Remuneration

Key Management Personnel

Society

Position

The following were key management personnel of the consolidated entity at any time during the reporting period and unless otherwise indicated were key 

management personnel for the entire period.
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26

(b)

Balance Balance 

30 June 10 30 June 09

$000 $000 $000 $000

Executive Director

Mr D G Lightfoot 525               546               30                 547               

Executives

Mr L M Sanders 1,172            1,168            63                 1,173            

Mr D F Grounds 790               663               43                 800               

Mr W S Darnill 378               393               19                 393               

2,865            2,770            155               2,913            

One loan totalling $135,000 (2009:  Seven loans totalling $123,496) was made to key management personnel during the year.

During the year,  key management personnel repaid $100,873 (2009: $997,513) of the balance outstanding on loans.

Closing Opening

Balance Balance 

$000 $000 $000

            2,865             2,770                155                    9 

            2,770             3,624                182                  10 

Key Management Personnel - continued

Loans to key management personnel and their related parties

Details regarding loans outstanding at the reporting date to key management personnel and their personally related entities, where the individual's 

aggregate loan balance exceeded $100,000 at any time in the reporting period, are as follows:

Interest paid 

and payable 

in reporting 

period

Highest 

balance in 

period

Details regarding the aggregate of loans made, guaranteed, or secured by the consolidated entity to key management personnel and their personally related 

entities, and the number of loans, are as follows;

Key management personnel

Interest paid 

and payable 

in reporting 

period

2010

Loans are provided to key management personnel and their related entities on the same terms and conditions as customers.  There are no benefits or 

concessional terms and conditions applicable.  For all loans to key management personnel and their personally related entities, interest is payable at 

prevailing market rates.  In the event that key management personnel and their personally related entities have mortgage off-set deposits, then interest is 

calculated based on the net of the loan account and the mortgage off-set deposits, as per other market offerings.  Interest is payable monthly.  All loans are 

secured by registered mortgage over residential real estate and are 100% insured against loss with recognised mortgage insurers.  Interest received on the 

loans totalled $135,103 (2009: $238,242).  No amounts have been written down or recorded as allowances, as the balances are considered fully collectible.

2009

Number of 

loans
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(c) Other financial transactions with key management personnel and personally related entities

Closing Opening Total
Balance Balance deposit

interest
$000 $000 $000

Deposits - Key management personnel

               709                576                  15 

               576                751                  27 

(d)

(e)

Balance as at 

30 June 2009 Purchases

Employee 

Bonus Share 

Plan Issues Sales

Balance as at 

30 June 2010

Mr S E Lonie 1 -                   -                   -                   -                   -                   

Mr J T Maxwell 
2

18,087           7,613             -                   -                   -                   

Mr B V R Beasley 42,373           20,379           -                   -                   62,752           

Mr R Davies 
3

-                   10,000           -                   -                   10,000           

Mr J W Wedderburn 
4

12,270           6,808             -                   -                   19,078           

Mr R A Illingworth 
5

274,455         10,130           -                   -                   284,585         

Executive director

22,069           7,857             -                   -                   29,926           

339               6,526             -                   -                   6,865             

312               -                   -                   -                   312               

339               21                 -                   -                   360               

339               21                 -                   -                   360               

Mr J P Hanby 15,500           4,237             -                   -                   19,737           

386,083        73,592          -                   -                   433,975        

1 
Effective 24 April 2010.

2
 Deceased 15 April 2010. Number of shares held at date of death was 25,700.

3
 Effective 1 March 2010.

4
 Resigned 1 March 2010. Number of shares held at date of resignation was 19,078.

5
 Acting Chair 16 April 2010 to 27 April 2010.

No shares were granted to key management personnel during the reporting period as compensation (2009: Nil).

Shareholdings

Mr D F Grounds

The movement during the financial year in the number of ordinary shares of the Rock held by key management personnel and their personally related 

entities are as follows:

Non-executive directors

Mr W S Darnill

There were no options over ordinary shares in the Rock held, directly, indirectly or beneficially, by key management personnel and their personally related 

entities during the year ended 30 June 2010 (2009: nil).

Executives

Mr D G Lightfoot

Mr D C Martin

Mr L M Sanders

Options and rights over equity instruments granted as compensation

Financial instrument transactions with key management personnel and personally related entities during the financial year arise out of the provision of 

financial services, the acceptance of funds on deposit, the granting of loans, and other associated financial activities.  These transactions were conducted 

on an arm's length basis in the normal course of business and on commercial terms and conditions.

Details regarding transactions other than loans made, guaranteed or secured by an entity in the consolidated entity to key management personnel and their 

personally related entities are as follows:

2009

Key Management Personnel - Continued

2010
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Balance as at 

30 June 2008 Purchases

Employee 

Bonus Share 

Plan Issues Sales

Balance as at 

30 June 2009

35,111           2,976             -                   20,000           18,087           

41,079           1,294             -                   -                   42,373           

11,311           959               -                   -                   12,270           

Mr I J Johnston 
1

5,000             -                   -                   -                   -                   

Mr R A Illingworth 
2

261,719         12,736           -                   -                   274,455         

20,344           1,725             -                   -                   22,069           

312               27                 -                   -                   339               

312               -                   -                   -                   312               

312               27                 -                   -                   339               

312               27                 -                   -                   339               

Mr J P Hanby
 3

-                   15,500           -                   -                   15,500           

375,812        35,271          -                   20,000          386,083        

Mr D F Grounds

Executive director

2
 Appointed 15 January 2009, number of shares held at date of appointment was 261,719.

3
 Appointed 1 January 2009, number of shares held at date of appointment was nil.

Mr J W Wedderburn

Mr D G Lightfoot

Mr J T Maxwell

1
 Resigned 15 January 2009, number of shares held at date of resignation was 5,000.

Executives

Mr D C Martin

Mr L M Sanders

Non-executive directors

Mr B V R Beasley

Key Management Personnel - Continued

Mr W S Darnill
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(a)

2010 2009

$000 $000

6,552             7,251             

-                   (11,971)          

8,025             19,814           

132               140               

2010 2009

$000 $000

3,647             3,260             

169,129         172,683         

(b)

2010 2009 2010 2009

$000 $000 $000 $000

Related Entity

South and Geldard Solicitors 177               151               177               151               

South and Geldard Solicitors 312               137               312               137               

2010 2009 2010 2009

$000 $000 $000 $000

7                   -                   7                   -                   

Transaction

Trade and other payables

Amounts payable to key management personnel at reporting date arising from these transactions were as follows:

Current payables

Assets and liabilities arising from the above transactions

SocietyConsolidated

Legal fees

Mortgage preparation fees

Mr B.V.R. Beasley is a partner in the firm of South and Geldard, Solicitors, which receives normal professional fees for services to the Rock including the 

preparation of securities and loan agreements for loans made to the customers and the provision of legal advice.

Consolidated Society

The aggregate amounts recognised during the year relating to other related parties were as follows:

A number of key management personnel hold positions in other entities that result in them having control or significant influence  over the financial or 

operating policies of those entities.

A number of these entities transacted with the Rock or its controlled owned entities in the reporting period.  The terms and conditions of the transactions 

with key management personnel and their personally related entities were no more favourable than those available, or which might reasonably be expected 

to be available, on similar transactions with entities not related to key management personnel on an arm's length basis.

Controlled Entities

Transactions between the Society and the controlled entities consisted of advances made and repaid, fees received and paid for administrative, property 

and portfolio management services and interest received and paid. All these transactions were on normal commercial terms and conditions, except that some 

advances may be interest free.

Other related parties

Related Party Transactions

*** Refer to note 12 for further information on this balance.

* Refer to note 4(b) for further information on these balances.

** Management fees received from The Rockhampton Custodian and Management Company Pty Limited.

The statement of financial position balances from transactions with the controlled entities follows:

Securitisation fees receivable

Investment in RBS Trust 2009R ***

The profit or loss balances from transactions with the controlled entities follows:

Mortgage servicing fee income

Excess loss distributed from SPVs*

Net fairvalue gain on derivatives with SPVs*

Management Fees **
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2010 2009 2010 2009

$000 $000 $000 $000

28

96                        107                      96                        107                         

Regulatory or prudential audits 22                        20                        22                        20                           

63                        59                        63                        59                           

29

(a)

1,667                   2,021                   1,667                   2,021                      

1,488                   1,940                   1,488                   1,940                      

3,155                   3,961                   3,155                   3,961                      

(b)

(c)

2010 2009

$000 $000

4,502                   4,111                      

The ability to utilise the franking credits is dependent upon there being sufficient available profits to declare dividends.

Dividends paid by the Society to members since the end of the previous financial year were:

30% franking credits available to members of the Rock for subsequent financial years.

(i) Franking credits that will arise from the payment of the current tax liability; and

Society

Fuly Franked @ 30%

Fully Franked @ 30%

(i) Ordinary shares

Final dividend for year ended 30 June 2009 of 8.5 cents (2008: 10.5 

cents) per fully paid share was declared and paid on 02 October 

2009 (30 September 2008)

Remuneration of Auditors

Consolidated Society

Amounts received or due and receivable by the auditors for:

Auditing or reviewing the financial statements

Indirect advisory and other services

Dividends

Interim dividend for year ended 30 June 2010 of 6 cents (2009: 10 

cents) per fully paid share was declared and paid on 31 March 2010 

(6 April 2009)

(ii) Franking debits that will arise from the payment of dividends subsequent to year-end.

Subsequent events

These available amounts are based on the balance of the dividend franking account at year-end adjusted for:

Refer to Note 35 - for details of the declaration of the final dividend for the year ended 30 June 2010 which occurred subsequent to the reporting date.

Dividend franking account
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31

(a)

2010 2009 2010 2009

$000 $000 $000 $000

                  45,138                   37,047                   18,613                       8,255 

                  11,750                     3,850                   11,750                       3,850 

                56,888                 40,897                 30,363                    12,105 

(b)

2010 2009 2010 2009

$000 $000 $000 $000

11,092                 9,145                   13,359                 5,104                      

(4,821)                  1,119                   (2,850)                  (242)                       

3,235                   185                      3,235                   185                         

Movement in new loans advanced 155,479               108,293               225,156               162,531                  

Principal collected from loans (225,156)              (266,029)              (59,431)                (140,315)                

Movement in investments 22,330                 103,390               18,775                 103,390                  

Movement in deposits (23,319)                (50,040)                (23,319)                (50,040)                  

Proceeds from mortgages securitised -                           -                           (77,922)                (23,612)                  

Movement in notes issued over securitised loans 158,274               150,750               -                           -                             

Proceeds from borrowings (88,736)                (50,000)                (88,736)                (50,000)                  

33                        (4)                         33                        (4)                           

(2,199)                  (1,698)                  (2,199)                  (1,698)                    

1                          (3)                         1                          (3)                           

427                      (1,022)                  355                      (937)                       

(113)                     (1,525)                  (113)                     (1,525)                    

(2,834)                  3,525                   (2,834)                  9                             

223                      2,777                   1,946                   3,850                      

(296)                     62                        387                      (12,579)                  

680                      (3)                         640                      447                         

(1,755)                  1,502                   (2,024)                  1,538                      

(53)                       (104)                     (50)                       (101)                       

(15)                       7                          4                          (5)                           

129                      (29)                       129                      (29)                         

2,469                   (5,973)                  2,280                   654                         

                  5,075                   4,325                   6,822                    (3,382)

( c ) 

Movement in creditors and accrued expenses

In 2009 The Rock transferred loans to the RBS Trust 2009R amounting to $175,198,000. The RBS Trust 2009R, in return, issued Notes amounting to 

$175,200,000. At reporting date, the value of Notes held by the Rock was $169,129,000 (2009: $172,683,000).  Refer to Notes 12 and 20.

Non-cash activities

Movement in interest receivable

Movement in provision for impaired assets

Net cash provided by operating activities

Depreciation and amortisation

The Rock comprises one business segment,  being the provision of banking services and products. This determination is based on the risks involved 

with the provision of these services and products, and the Rock's management reporting system.

For the purposes of the statement of cash flows, cash includes cash on hand and at bank and short term deposits at call, net of outstanding bank 

overdrafts. Cash as at the end of the financial year as shown in the statement of cash flows is reconciled to the related items in the statement of financial 

position as follows:

Society

Movement in interest payable

Cash at bank and cash on hand 

Reconciliation of net cash provided by operating activities to profit / (loss) after income tax

Consolidated

Interest earning bank deposits at call

Consolidated Society

Reporting By Segments

Reconciliation of cash

The Rock operates in Australia, with the majority of customers being in Queensland and New South Wales. The Directors are satisfied that there is no 

undue concentration of risk by way of geographical area, customer group, or industry group.

Notes to The Statement of Cash Flows

Profit / (Loss) after income tax

Net (profit)/loss on sale of assets

Movement in income tax payable

Movement in deferred loan originations costs

Movement in other assets

Movement in deferred tax assets

Movement in GST receivable

Movement in provision for employee entitlements

Movement in other receivables

Movement in fees and commissions receivable

Movement in derivatives

Movement in provision for deferred income tax
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(a)

2010 2009 2010 2009

$000 $000 $000 $000

(i) Financial assets - measured at amortised cost

Cash and cash equivalents                   56,888                   40,897                   30,363                   12,105 

Trade and other receivables                     4,103                     3,308                     7,715                     6,489 

Loans and advances                 938,480              1,008,212                 349,845                 262,098 

Financial assets held to maturity                 183,693                 186,091                 183,693                 186,091 

Total           1,183,164           1,238,508               571,616               466,783 

(ii) Financial assets - measured at cost

Financial assets available for sale                        234                        234                        234                        234 

(iii) Financial assets at fair value through profit and loss

Derivatives                            -                            -                     2,373                     8,119 

(iv) Financial assets - measured at fair value

Financial assets available for sale                   25,105                            -                 194,234                 172,917 

Deposits                 572,095                 548,752                 572,095                 548,752 

Trade and other payables                   10,440                     6,294                     7,570                     5,360 

Borrowings                 578,286                 647,824                 138,736                   50,000 

Total           1,160,821           1,202,870               718,401               604,112 

(vi) Financial liabilities at fair value through profit and loss

Derivatives                            -                            -                     3,320                   11,346 

(vii) Financial liabilities at fair value - held for risk management

Derivatives                     3,320                   11,346                            -                            - 

(v) Financial liabilities -meaured at amortised cost

Consolidated Society

Classes of Financial Assets and Financial Liabilities

A summary of financial assets and financial liabilities by class is set out in the following table:

Financial Assets and Financial Liabilities

 
 



 The Rock Building Society Limited ABN 16 067 765 717 2010 Annual Report 

 

53 

32

(b)

2010

$000

2009

$000

2010

$000

2009

$000

2010

$000

2009

$000

2010

$000

2009

$000

2010

$000

2009

$000

2010

$000

2009

$000

2010

%

2009

%

Financial Assets

Cash and cash equivalents 51,581             37,940             -                       -                       -                       -                       -                       -                       5,307               2,957               56,888             40,897             4.06% 2.70%

Financial Assets held to 

maturity
-                       -                       183,693           186,091           -                       -                       -                       -                       -                       -                       183,693           186,091           5.75% 4.10%

Financial Assets available 

for sale
-                       -                       25,105             -                       -                       -                       -                       -                       234                  234                  25,339             234                  6.78% n/a

Trade and other 

receivables
-                       -                       -                       -                       -                       -                       -                       -                       4,103               3,308               4,103               3,308               n/a n/a

Loans and advances 579,697           530,264           192,605           245,276           163,686           230,124           -                       -                       2,492               2,547               938,480           1,008,212        7.23% 6.51%

Total Financial Assets 631,278         568,204         401,403         431,367         163,686         230,124         -                       -                       12,136           9,046              1,208,503      1,238,742      

Financial Liabilities

Deposits 361,672           354,526           209,484           193,700           939                  526                  -                       -                       -                       -                       572,095           548,752           4.35% 3.52%

Trade and other payables -                       -                       -                       -                       -                       -                       -                       -                       10,440             6,294               10,440             6,294               n/a n/a

Borrowings -                       -                       578,286           647,824           -                       -                       -                       -                       -                       -                       578,286           647,824           5.69% 5.98%

Total Financial 

Liabilities- except for 

Derivatives

361,672         354,526         787,770         841,524         939                 526                 -                       -                       10,440           6,294              1,160,821      1,202,870      

Off Balance Sheet Items

Derivatives 110,000           375,000           (50,000)            (285,000)          (60,000)            (90,000)            -                       -                       -                       -                       -                       -                       -2.16% -3.46%

Undrawn commitments - 

Note 24 ( c )
-                       -                       -                       -                       -                       -                       -                       -                       13,644             13,588             13,644             13,588             n/a n/a

Total Off Balance Sheet 

Items
110,000         375,000         (50,000)          (285,000)        (60,000)          (90,000)          -                       -                       13,644           13,588           13,644           13,588           

The Rock actively manages interest rate risk by measuring net interest income volatility in terms of possible interest rate scenarios, and by actively managing the balance sheet repricing gap, ensuring physical repricing mismatches 

are contained within acceptable limits.

The consolidated entity's interest bearing financial assets and interest rate sensitive financial liabilities are shown in the following interest rate repricing gap analysis, along with weighted average effective interest rate for each time band.

Fixed Interest Rate Maturing

Over 5 YearsFinancial Instruments

Carrying AmountNon-Interest Sensitive

Floating Interest Rate

Weighted Average

Effective Interest Rate

Within 1 Year 1 to 5 Years

Financial Assets and Financial Liabilities - Continued
Interest rate risk

Interest rate risk is measured by the sensitivity of net interest income to changes in the level of interest rates and arises from interest rate repricing mismatch between the Rock's interest bearing financial assets and interest rate 

sensitive financial liabilities.
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(b)

2010

$000

2009

$000

2010

$000

2009

$000

2010

$000

2009

$000

2010

$000

2009

$000

2010

$000

2009

$000

2010

$000

2009

$000

2010

%

2009

%

Financial Assets

Cash and cash equivalents 25,056             9,148               -                       -                       -                       -                       -                       -                       5,307               2,957               30,363             12,105             3.72% 2.42%

Financial Assets held to 

maturity
-                       -                       183,693           186,091           -                       -                       -                       -                       -                       -                       183,693           186,091           5.75% 4.10%

Financial Assets available 

for sale
-                       -                       194,234           172,683           -                       -                       -                       -                       234                  234                  194,468           172,917           5.83% 5.98%

Trade and other 

receivables
-                       -                       -                       -                       -                       -                       -                       -                       7,715               6,489               7,715               6,489               n/a n/a

Loans and advances 197,580           159,394           56,415             48,952             93,358             51,205             -                       -                       2,492               2,547               349,845           262,098           6.98% 6.28%

Total Financial Assets 222,636         168,542         434,342         407,726         93,358           51,205           -                       -                       15,748           12,227           766,084         639,700         

Financial Liabilities

Deposits 361,672           354,526           209,484           193,700           939                  526                  -                       -                       -                       -                       572,095           548,752           4.35% 3.52%

Trade and other payables -                       -                       -                       -                       -                       -                       -                       -                       7,570               5,360               7,570               5,360               n/a n/a

Borrowings -                       -                       138,736           50,000             -                       -                       -                       -                       -                       -                       138,736           50,000             4.78% 3.20%

Total Financial 

Liabilities- except for 

Derivatives

361,672         354,526         348,220         243,700         939                 526                 -                       -                       7,570              5,360              718,401         604,112         

Off Balance Sheet Items

Derivatives (86,595)            15,470             76,268             (104,390)          10,327             88,920             -                       -                       -                       -                       -                       -                       -1.18% -0.84%

Undrawn commitments - 

Note 24 ( c )
-                       -                       -                       -                       -                       -                       -                       -                       13,644             13,588             13,644             13,588             n/a n/a

Total Off Balance Sheet 

Items
(86,595)          15,470           76,268           (104,390)        10,327           88,920           -                       -                       13,644           13,588           13,644           13,588           

Financial Assets and Financial Liabilities - Continued

Interest rate risk

The Rock's interest bearing assets and interest rate sensitive liabilities are shown in the following interest rate repricing gap analysis, along with weighted average effective interest rate for each time band.

Financial Instruments

Floating Interest Rate

Fixed Interest Rate Maturing Non-Interest Sensitive Carrying Amount Weighted Average

Effective Interest Rate

Within 1 Year 1 to 5 Years Over 5 Years
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(c)

(i)

2010 2009 2010 2009

$000 $000 $000 $000

          56,888           40,897           56,888           40,897 

            4,103             3,308             4,103             3,308 

        183,693         186,091         183,693         186,091 

          25,339                234           25,339                234 

        938,480      1,008,212         939,334      1,018,173 

                    -                     -                     -                     - 

     1,208,503      1,238,742      1,209,357      1,248,703 

        572,095         548,752         572,090         548,746 

          10,440             6,294           10,440             6,294 

            3,320           11,346             3,320           11,346 

        578,286         647,824         578,286         647,824 

     1,164,141      1,214,216      1,164,136      1,214,210 

2010 2009 2010 2009

$000 $000 $000 $000

          30,363           12,105           30,363           12,105 

            7,715             6,489             7,715             6,489 

        183,693         186,091         183,693         186,091 

        194,468         172,917         194,468         172,917 

        349,845         262,098         349,660         262,249 

            2,373             8,119             2,373             8,119 

        768,457         647,819         768,272         647,970 

        572,095         548,752         572,090         548,746 

            7,570             5,360             7,570             5,360 

            3,320           11,346             3,320           11,346 

        138,736           50,000         138,736           50,000 

        721,721         615,458         721,716         615,452 

Net fair values

Deposits

Trade and other payables

Borrowings

Derivatives

Financial assets held to maturity

Trade and other payables

Borrowings

Derivatives

The aggregate net fair values of financial assets and financial liabilities, both recognised and unrecognised, at the reporting date are as follows:

Loans and advances

(i) Financial assets

Consolidated Entity

Fair Value of Financial Instruments

Carrying amount Net fair value

Cash and cash equivalents

Trade and other receivables

Financial assets held to maturity

Financial assets available for sale

(ii) Financial liabilities

Derivatives

Trade and other receivables

Carrying amount Net fair valueSociety

Derivatives

(ii) Financial liabilities

Deposits

Financial assets available for sale

Loans and advances

Cash and cash equivalents

(i) Financial assets
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(i)

Level 1 Level 2 Total

$000 $000 $000

                    -           25,105           25,105 

                    -                     -                     - 

                    -           25,105           25,105 

                    -             3,320             3,320 

Level 1 Level 2 Total

$000 $000 $000

                    -         194,234         194,234 

                    -             2,373             2,373 

                    -         196,607         196,607 

                    -             3,320             3,320 Derivative liabilities held for risk management

There have been no significant transfers into or out of each Level during the year ended 30 June 2010. 

Available for sale financial assets

- Residential Mortgage Backed Securities 

Derivative assets held for risk management

Available for sale financial assets

- Residential Mortgage Backed Securities 

Derivative assets held for risk management

The Rock measures fair values of financial instruments using the following fair value hierarchy that reflects the significance of the inputs used in making the 

measurements:

• Level 1: Quoted market price (unadjusted) in an active market for an identical instrument;

• Level 2: Valuation techniques based on observable inputs, either directly (ie as prices) or indirectly (ie derived from prices).  This category includes 

instruments valued using: 

o quoted market prices in active markets for similar instruments;

o quoted prices for identical or similar instruments in markets that are considered less than active; or

o other valuation techniques where all significant inputs are directly or indirectly observable from market data.

• Level 3: Valuation techniques using significant unobservable inputs.  This category includes all instruments where the valuation technique includes inputs 

not based on observable data and the unobservable inputs have a significant effect on the instrument’s valuation.  This category includes instruments that 

are valued based on quoted prices for similar instruments, where significant unobservable adjustments or assumptions are required to reflect differences 

between the instruments.

Fair values for financial instruments traded in active markets are based on quoted market prices at the end of the reporting date. The quoted market price for 

financial assets is the current bid price.  The fair value of financial instruments that are not traded in an active market are determined using valuation 

techniques. Assumptions used are based on observable market prices and rates at the end of the reporting date. The fair value of long-term debt 

instruments was determined using quoted market prices for similar instruments.  Estimated discounted cash flows are used to determine fair value of the 

remaining financial instruments. The fair value of interest rate swaps wascalculated as the present value of estimated future cash flows.  

The following table categorises financial instruments measured at fair value at the end of the reporting date by the level of the fair value hierarchy into 

which the fair value measurement is categorised.

Consolidated Entity - 30 June 2010

Fair Value Hierarchy

Borrowings:

(iii) Methods and assumptions

Derivatives:

Investments:

The carrying amount approximates fair value as borrowings are repriced monthly.

The carrying values of cash and cash equivalents, other receivables and receivables due from other 

financial institutions approximate their net fair value as they are short term in nature or are receivable on 

demand.

The following methods and assumptions were used to determine the net fair values of financial assets and financial liabilities:

Deposits, other payables and payables due to 

other financial institutions:

The carrying value of loans and advances is net of of provisions for impairment.  For variable rate loans, 

excluding impaired loans, the carrying amount is a reasonable estimate of net fair value.  The net fair 

value of fixed rate loans was calculated by utilising discounted cash flow models based on the maturity 

of the loans.  The discount rates applied were based on the current benchmark rate offered for the 

average remaining term of the portfolio as at 30 June.

Loans and advances:

The carrying values of deposits, other payables, and payables due to other financial institutions 

approximate their fair value as they are short term in nature.  The net fair value of non-interest bearing, 

call and variable rate deposits, and fixed rate deposits repriced within twelve months is the carrying 

value as at 30 June.  Discounted cash flow models based upon deposit types and related maturities were 

used to calculate the net fair value of other term deposits.

Derivative liabilities held for risk management

Society - 30 June 2010

The fair value of the derivatives is estimated using discounted cash flow analysis based on the future 

net interest cash flows.

The Rock has financial assets available for sale carried at cost and financial assets available for sale at 

fair value. The fair value of financial assets carried at cost is not reasonably determinable due to the 

unpredictable nature of cashflow and lack of suitable method of arriving at a reliable fair value. The net 

fair values of financial assets available for sale carried at fair value are determined based on quoted 

market prices in active markets for similar instruments. The carrying values of financial assets held to 

maturity approximate their net fair value due to short-term maturities of these securities.

Cash and cash equivalents, other receivables 

and receivables due from other financial 

institutions:

Financial Assets and Financial Liabilities  - Continued
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(d)

2010 2009

46% 52%

22% 24%

23% 14%

9% 10%

100% 100%

Financial Assets and Financial Liabilities - Continued

No individual post code area accounted for more than 5% of The Rock's loan balances.  There were no loans to individual borrowers (including associates) 

in excess of 5% of The Rock's capital.

Other

Housing loans are geographically distributed as follows:

Queensland

Victoria

New South Wales

(ii) Concentration of risk 

Rigorous credit assessment procedures are applied to all loan applications, including through the use of Veda Advantage's credit information database, and 

the preparation of full independent valuation reports for all secured properties.

Credit risk

(i)  Loans and advances

Loans secured by registered mortgage over residential real estate accounted for 44% (2009 - 39%) of the Rock's total statement of financial position assets 

as at 30 June 2010.  The vast majority of the loans on The Rock’s statement of financial position (99.7%) are individually fully lender’s mortgage insured  

(compared to 100% at the previous year end) with recognised Mortgage Insurers with claims payment ratings of AA- or better.

The 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 in the statement of 

financial position, except loans where the maximum credit risk exposure is $363,489,000 (2009: $276,736,000).

In relation to loans, the maximum credit exposure is the value on the statement of financial position plus the undrawn facilities (loans approved not 

advanced and overdraft facilities).  Details of undrawn facilities are shown in note 24 (c). Details of collateral held as security are disclosed in Note 11(h).
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(e)

2010

$000

2009

$000

2010

$000

2009

$000

2010

$000

2009

$000

2010

$000

2009

$000

2010

$000

2009

$000

2010

$000

2009

$000

Financial Liabilities

Deposits 446,255           434,115           72,676             63,049             55,309             53,146             1,002               553                  -                       -                       575,242           550,863           

Trade and other payables 10,440             6,294               -                       -                       -                       -                       -                       -                       -                       -                       10,440             6,294               

Borrowings 439,550           597,824           41,705             -                       103,117           50,893             -                       -                       -                       -                       584,372           648,717           

Total Financial 

Liabilities
896,245         1,038,233      114,381         63,049           158,426         104,039         1,002              553                 -                       -                       1,170,054      1,205,874      

Off Balance Sheet Items

Derivatives (198)                 (1,081)              (397)                 (2,162)              (1,256)              (6,000)              (2,511)              (5,720)              -                       -                       (4,362)              (14,963)            

Undrawn commitments - 

Note 24 (c)
13,644             13,588             -                       -                       -                       -                       -                       -                       -                       -                       13,644             13,588             

Total Off Balance Sheet 

Items
13,446           12,507           (397)                (2,162)            (1,256)            (6,000)            (2,511)            (5,720)            -                       -                       9,282              (1,375)            

Financial Assets and Financial Liabilities - Continued

The table below shows the undiscounted cash flows from The Rock’s financial liabilities, including unrecognised loan commitments, on the basis of the earliest possible contractual maturity.

These values will not agree to the Statement of Financial Position.

The Rock’s expected cash flows from financial liabilities vary significantly from this analysis.  For example, demand deposits from customers are expected to maintain a stable or increasing balance and unrecognised 

loan commitments are not all expected to be drawn down immediately.

To manage the liquidity risk arising from financial liabilities, The Rock holds liquid assets comprising cash and cash equivalents and investment grade investment securities for which there is an active and liquid 

market. These assets can be readily sold to meet liquidity requirements.  Hence, the Rock believes that it is not necessary to disclose a maturity analysis in respect of these assets to enable the users to evaluate the 

nature and extent of liquidity risk.

Borrowings repayable within one month include Floating Rate Notes issued by Securitisation Trusts.  These are shown in this category as they have no fixed maturity, or contractual repayment date.  There is no 

expectation, or requirement, that these borrowings will be repaid within one month.  Such borrowings are normally repaid when the outstanding balance of notes reaches 10% of their initial issued value, which is 

typically in the region of five years after the notes are issued.

Please refer to Note 34 (c ) for the liquidity risk management.

The maturity profile of the consolidated entity's financial liabilities is shown in the following table.

Financial Instruments
Within 1 month 1-3 months 3-12 months 1-5 years Over 5 years Gross Nominal Outflows

Maturity profile of Financial Liabilities
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2010

$000

2009

$000

2010

$000

2009

$000

2010

$000

2009

$000

2010

$000

2009

$000

2010

$000

2009

$000

2010

$000

2009

$000

Financial Liabilities

Deposits 446,255           434,115           72,676             63,049             55,309             51,907             1,002               526                  -                       -                       575,242           549,597           

Trade and other payables 7,570               5,360               -                       -                       -                       -                       -                       -                       -                       -                       7,570               5,360               

Borrowings -                       -                       41,705             -                       103,117           50,893             -                       -                       -                       -                       144,822           50,893             

Total Financial 

Liabilities
453,825         439,475         114,381         63,049           158,426         102,800         1,002              526                 -                       -                       727,634         605,850         

Off Balance Sheet Items

Derivatives 40                    (430)                 12                    (992)                 (321)                 (2,001)              (1,223)              (2,582)              -                       -                       (1,492)              (6,005)              

Undrawn commitments - 

Note 24 (c)
13,644             13,588             -                       -                       -                       -                       -                       -                       -                       -                       13,644             13,588             

Total Off Balance Sheet 

Items
13,684           13,158           12                   (992)                (321)                (2,001)            (1,223)            (2,582)            -                       -                       12,152           7,583              

The maturity profile of The Rock's financial liabilities is shown in the following table.

Over 5 years Gross Nominal Outflows

Financial Assets and Financial Liabilities - Continued

Financial Instruments
Within 1 month 1-3 months 3-12 months 1-5 years
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(a)

(b)

Employee Share Purchase Plan

This plan allowed employees of the Rock to take out a loan from The Rock in order to purchase shares in the Rock.

Employee Bonus Share Plan

This plan provides for the provision of up to $1,000 worth of shares in The Rock, based on the continuity and tenure of 

employment of the employee.

Employee Share Schemes

 
 

34 Risk Management Policy and Objectives 
 

The Board has endorsed a policy of compliance and risk management to suit the risk profile of The Rock. 

 

The Rock’s risk management focuses on the major areas of market risk, credit risk, liquidity risk and operational risk.  

Authority flows from the Board of Directors to the Audit, Risk & Compliance Committee and the Credit Committee, which 

are integral to the management of risk within The Rock. 

 

The main elements of risk governance are as follows: 

 

 Board 

The Board of Directors is the primary governing body.  It approves the level of risk to which The Rock is to be exposed 

and the framework for reporting and mitigating those risks. 

 

 Audit, Risk & Compliance Committee 

This Committee is a key body in the control of risk.  It is comprised of all members of the Board with the exception of 

the Managing Director.  The Audit, Risk & Compliance Committee reviews risks and controls that are used to mitigate 

those risks, which includes the identification, assessment and reporting of risks.  Regular monitoring is carried out by the 

Audit, Risk & Compliance Committee through its monthly review of internal audit reports. 

 

The Audit, Risk & Compliance Committee also ensures that contingency plans are in place to achieve business 

continuity in the event of serious disruptions to business operations. 

 

The Audit, Risk & Compliance Committee considers and confirms the significant risks and controls that are to be 

assessed through the internal audit plan, and receives internal audit reports of assessments of compliance with 

procedures and controls. 

 

The Audit, Risk and Compliance Committee also manages the Board’s relationship with The Rock’s external auditor 

and oversees the preparation and presentation of financial statements. 

 

 Credit Committee 

The primary purpose of the Credit Committee is to assist the Board in discharging its responsibility to exercise due care, 

diligence and skill to oversee, direct and review the management of credit risk within the loan portfolio of The Rock. 

 

The objective of the Credit Committee is to oversee, direct and review the management of credit risk within the loan 

portfolio of The Rock. 

 

The Credit Committee comprises a Non-Executive Director, nominated by The Rock’s Board, the Managing Director 

and a number of Executives of The Rock. 

 

The Credit Committee meets as required, but, in any event, at least quarterly. 

 

The Credit Committee may initiate reviews, as needed, to fulfil its responsibilities under its charter. 

 

The Board may delegate other responsibilities to the Credit Committee from time to time. 

 

 Credit Policy Committee 
The purpose of the Credit Policy Committee is to guide the Credit Committee in setting the scope of The Rock’s lending 

philosophy and develop the associated policies, procedures and action plans to give substance to the philosophy. 
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34 Risk Management Policy and Objectives – Continued 

 

At least three members of The Rock’s Executive Committee are members of the Credit Policy Committee.  Members of 

the Credit Policy Committee are recommended by the Chairman of the Committee, submitted for approval by the 

Managing Director and nominated to one-year terms. 

 

The Credit Policy Committee is convened at the discretion of the Chairman of the committee, but, in any event, not less 

than four times a year, to analyse the credit policy and the risk parameters that impact on The Rock’s lending 

philosophy. 

 

The Credit Policy Committee has responsibility for developing the credit policies and associated procedures to reflect 

the character of lending activities as dictated by the Board and The Rock’s lending philosophy.  The Credit Policy 

committee also has the responsibility of guiding the Board, through the Credit Committee, in relation to lending 

direction, based on market trends.  It is responsible for developing credit objectives and associated goals to facilitate 

required outcomes for the loans department, acting as the custodian of lending policy, processes and procedures, and 

ensuring that all representations and warranties made to third parties are aligned with The Rock’s credit policy. 

 

The Credit Policy Committee has responsibility for implementing policies to ensure that all large credit exposures are 

properly pre-approved, measured and controlled.  Details relating to prospective borrowers are subject to a criteria-based 

decision-making process.  Criteria used for this assessment include credit references, the loan-to-value ratio of the 

proposed security, and the borrower’s capacity to repay.  These criteria vary according to the value of the loan or facility 

being sought. 

 

The Committee records all breaches of the loan policy and actions and remedies, which are presented at the annual 

review of the Committee’s activities to the Board.  The Committee also reviews internal audit reports relating to the 

loans department, as well as taking responsibility for monitoring the implementation of recommendations. 

 

The Credit Policy Committee also ensures that arrears are strictly controlled.  A dedicated credit control team, which 

reports to the Credit Policy Committee, implements The Rock’s credit risk policy. 

 
 Asset and Liability Committee (ALCO) 

The ALCO monitors and reviews pricing structures across all divisions and subsidiaries of The Rock and provides the 

Managing Director with recommendations intended to maximise shareholder value. 

 

The ALCO also oversees the management of The Rock’s liquidity and interest rate risks, and proposes policies for the 

management of these risks to the Managing Director, for review and ratification. 

 

A further role of the ALCO is to ensure the effective management of the net interest margin through effective interest 

rate risk management.  It also has responsibility for the establishment and operation of a management framework that 

allocates responsibility for managing the various components of interest rate risk. 

 

The ALCO is responsible for integrating the impact of liquidity risk and capital risk into the interest rate risk 

management framework of The Rock, as a component of The Rock’s Market Risk Management Strategy. 

 

The majority of The Rock’s Executive Committee, the Senior Accountant and the Managing Director are members of 

the ALCO. 

 

Meetings of the ALCO are held at the discretion of the Chairman of the Committee as matters arise, however, the ALCO 

is convened, in any event, at least fortnightly. 

 

The ALCO also oversees the capital financial affairs of The Rock and recommends to the Managing Director such 

financial actions and policies as will best accommodate the operating and growth objectives of The Rock, whilst 

adhering to APRA Prudential Standards and other relevant legislative and regulatory requirements. 

 

 Internal Audit 

Internal Audit has responsibility for the testing and assessment of controls in accordance with an annual internal audit 

plan approved by the Audit, Risk & Compliance Committee. 

 

 

 

 

 

 



 The Rock Building Society Limited ABN 16 067 765 717 2010 Annual Report 

 

62 

34 Risk Management Policy and Objectives – Continued 

 
The key risk management policies encompassed in the overall risk management framework are: 

 Capital Risk Management; 

 Liquidity Risk Management; 

 Credit Risk management: 

 Market Risk Management - including interest rate risk; and 

 Operational Risk management - including business continuity and information management. 

 

Risks Arising from Financial Instruments 

The Rock has undertaken the following strategies to minimise the risks arising from financial instruments. 

 

A. Market Risk and Hedging Policy 

The objective of The Rock’s market risk management strategy is to manage and control market risk exposures, in order to 

optimise risk and return. 

 

Market risk is the risk that changes in interest rates, foreign exchange rates or other prices and other volatilities will have an 

adverse effect on The Rock’s financial condition or results.  The Rock is not exposed to currency risk and does not 

participate in “trading book” activities. 

 

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

 

The policy of The Rock is to manage market risk by maintaining adequate interest rate margins regardless of changes in 

interest rates, and by managing the product mix and exposure to geographical areas within its loan and deposit portfolios.   

 

Specific actions to manage market risk are taken through changes to the pricing, terms or structures of loans, deposits and 

investment portfolios, and through the use of derivatives, to hedge against changes in interest rates.  The management of 

market risk is the responsibility of the Asset and Liability Committee. 

 

Interest rate risk 

Interest rate risk is the risk of variability of the fair value or future cash flows arising from financial instruments due to 

changes in interest rates. 

 

The Rock is exposed mostly to interest rate risk within its Treasury operations. 

 

The Rock’s exposure to interest rate risk is measured and monitored using the external firms Oakvale Capital Ltd and 

Protecht Advisory Ltd, to measure its interest rate sensitivity through the calculation of VaR (Value at Risk). 

 

The policy of the consolidated entity is to ensure that VaR, after taking into account interest rate hedges and prepayments, 

does not exceed 3% of capital, with 2.5% being the trigger level for management to take action to reduce interest rate risk.  

The policy of the consolidated entity is to enter into interest rate swaps to manage interest rate risks.  The Rock’s exposure to 

interest rate risk is set out in Note 32(b), which details the repricing profiles of The Rock’s financial assets and financial 

liabilities. 

 

The Rock performs a sensitivity analysis to measure interest rate risk exposures.  Based on calculations as at 30 June 2010, 

the net profit and equity impact of a 1% (2009: 1%) movement in interest rates for the year to 30 June 2010 would be 

$714,000 (year to 30 June 2009: $885,000). 

 

The method used in determining the sensitivity is to evaluate the impact on profit of the interest repricing on the banking 

book of the consolidated entity for the 12 months to 30 June 2010.  The calculation was performed based on the following 

assumptions: 

 The interest rate change applied equally to variable rate loan products, term deposits, wholesale funds and interest 

rate swaps; 

 The interest rate change occurred at the beginning of the 12 month period prior to the reporting date, and there were 

no other rate changes during the period; 

 Fixed rate loans and savings accounts that are not linked to the cash rate did not reprice; and 

 Actual monthly average values and compositions of assets and liabilities were used. 

 

There has been no change in the nature of The Rock’s exposure to market risk, nor in the way The Rock manages and 

measures interest rate risk in the reporting period. 
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B. Credit Risk 

Credit risk is the risk that customers, financial institutions and other counterparties will be unable to meet their obligations to 

The Rock and which may result in financial losses.  Credit risk arises principally from The Rock’s loan book, investment 

assets and derivative contracts. 

 

Loans 
The maximum credit risk exposure in relation to loans is discussed in Note 32(d).  All loans and facilities are within 

Australia.  The geographic concentration of loans is addressed in Note 32(d). 

 

The method of managing credit risk is by way of strict adherence to the credit assessment policies before the loans is 

approved, and close monitoring of defaults in the repayment of loans on a daily basis thereafter.  The Rock’s credit policy 

has been endorsed by the Board to ensure that loans are only made to customers that are creditworthy, and are capable of 

meeting loan repayments. 

 

The Rock has established policies over the: 

 Credit assessment and approval of loans and facilities covering acceptable risk assessment, and security 

requirements; 

 Limits of acceptable loan value exposure to individual borrowers, non-mortgage secured loans, commercial lending, 

and concentrations of geographic and industry groups considered to present a high risk of default; 

 Reassessment and review of credit exposures on loans and facilities; 

 Establishment of appropriate provisions to recognise the impairment of loans and facilities; 

 Procedures for the recovery of debt; and 

 Review of compliance with these policies. 

 

Regular reviews of compliance with policy and procedures are conducted by internal audit, and by an experienced 

independent assessor, on a bi-annual basis. 

 

(i) Past due and impaired loans 

A loan is past due when the counterparty has failed to make a payment when contractually due.  As an example, a borrower 

enters into a lending agreement with The Rock that requires interest and a portion of the principal to be paid each month.  On 

the first day of the next month, if the agreed repayment amount has not been paid, the loan is past due.  Past due does not 

mean that a counterparty will never pay, but it can trigger various actions such as renegotiation, enforcement of covenants, or 

legal proceedings. 

 

The Arrears Department manages impaired assets, which are loans in arrears from 1 to 60 days.  Legal proceedings are 

instigated for impaired assets in arrears by more than 60 days and for which no mutually agreed repayment arrangements are 

in place, or for which mutually agreed repayment arrangements are in place, but are not being met. 

 

All mutually agreed repayment arrangements must be approved by The Rock’s Operations Executive or equivalent. 

 

A general reserve for credit losses, to cover risks inherent in The Rock’s loan portfolio, is calculated using the methodology 

prescribed by APRA Prudential Standards and Guidance Notes. 

 

A specific provision for impaired loans is raised where there is reasonable doubt as to the collectibility of the principal and 

interest of a loan. 

 

The provision for impaired loans is determined using the methodologies adopted under the Australian equivalents to 

International Financial Reporting Standards and the APRA Prudential Standards and Guidance Notes, as follows: 

 Where impaired loans can be specifically identified and the impairment losses for those loans determined, then a 

provision for the full extent of those impairment losses will made; and 

 Where specific identification is impractical, an estimate is made of expected losses in relation to the loan portfolio, 

based on the historical impairment loss experience of that portfolio. 

 

The Rock considers that the prescribed provisioning methods approved by the APRA Prudential Standards and Guidance 

Notes adequately address the expected loss outcomes for impaired loans where specific identification is impractical. 

 

Historical impairment loss experience for The Rock’s investment portfolio supports the decision that no specific provision 

needs to be made for estimated losses where specific identification is impractical. 

 

Revenue accrual is stopped on all facilities against which a specific provision is raised. 
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(ii) Collateral securing loans 

The entire loan book is secured on residential property in Australia.  Therefore, The Rock is exposed to risks in the reduction 

of the Loan to Value Ratio (LVR) cover, should the Australian property market be subject to a decline. 

 

The risk of losses from loans written is primarily reduced by the nature and quality of the security taken against loans, and 

the level of LMI cover required by The Rock.  The Board Policy is to have all loans secured against residential property to 

creditworthy counterparties, and to individually cover all loans, with the exception to loans made to self managed 

superannuation funds (SMSF loans), by lenders mortgage insurance provided by third party insurance providers.  SMSF 

loans are loans made to a trust established by a superannuation fund to hold assets, including property, as investments on 

behalf of the superannuation fund.  The Rock limits these loans to a maximum LVR (loan to value ratio) of 65%. 

 

Note 11(h) outlines the nature and extent of the security held against The Rock’s loans as at reporting date. 

 

(iii) Concentration risk – individuals 
Concentration risk is a measure of The Rock’s exposure to individual counterparties (or groups of related counterparties). 

 

The Rock minimises concentrations of credit risk in relation to loans by entering into transactions with a large number of 

borrowers.  Concentration risk is also managed in accordance with the APRA Prudential Standards.  A large exposure is 

considered to exist if a prudential limit is exceeded, measured as a proportion of The Rock’s regulatory capital (10 per cent).  

No additional capital is required to be held against these exposures, but APRA must be informed.  APRA may impose 

additional capital requirements on The Rock if it considers the aggregate exposure to all loans over the 10 per cent capital 

benchmark to be higher than acceptable. 

 

The Rock holds no significant concentrations of exposures to individual borrowers.  Concentration exposures to 

counterparties are closely monitored, with monthly reporting of all exposures over 2% of The Rock’s eligible capital base to 

the Board. 

 

(iv) Concentration risk – industry 

There is no concentration of credit risk by industry with respect to loans and advances, as The Rock has a large number of 

customers in diverse areas of employment. 

 

Liquid Investments  

Credit risk in relation to liquid investments is the risk that the other party to a financial instrument will fail to discharge their 

obligation, resulting in The Rock incurring a financial loss.  This financial loss usually occurs when debtors fail to settle their 

obligations owing to The Rock. 

 

(i) Concentration of credit risk 

There is no concentration of credit risk with respect to investments placed with any institution or group of related institutions. 

 

The risk of losses from the liquid investments undertaken is reduced by the nature and quality of the independent rating of 

the investment counterparty and limits to concentration of investments with any one entity or group of related entities. 

 

Concentration limits are maintained in terms of percentages of the total portfolio and eligible capital that can be held with 

individual counterparties or groups of related counterparties. 

 

(ii) External credit assessment for institutional investments 

The Rock uses the ratings of reputable ratings agencies to assess the credit quality of investment exposures, where 

applicable, using the credit quality assessment scale in Prudential Practice Guide APG 112 – Standardised Approach to 

Credit Risk.  The Rock has complied with the credit quality assessment scale prescribed by this guide. 

 

The exposure values of The Rock’s institutional investments, in each credit quality range at 30 June 2010 are as follows: 

 

 2010 2009 

Credit quality range Carrying 

value 

$000 

Carrying 

value 

$000 

ADIs – rated AA and above   97,942   61,252 

ADIs – rated below AA   51,000   94,914 

ADIs - unrated   83,319   62,502 

Non – ADI institutions     8,320     8,320 

Total 240,581 226,988 



 The Rock Building Society Limited ABN 16 067 765 717 2010 Annual Report 

 

65 

34 Risk Management Policy and Objectives – Continued 
 

Equity Investments 

The Rock currently has one equity association, The Rockhampton Custodian & Management Company Pty Limited, which 

is a fully owned subsidiary, and acts as the custodian for The Rock’s securitisation special purpose vehicles. 

 

The Rock’s Equity Investment Policy requires the Board’s approval of all equity investments and arrangements. 

 

C. Liquidity Risk 

Liquidity risk is the risk that The Rock may encounter difficulties raising funds to meet commitments associated with 

financial instruments e.g. repayment of borrowings or customer withdrawal demands.  It is the policy of the Board that The 

Rock maintains adequate cash reserves and committed credit facilities, to meet customer withdrawal demands when required. 

 

The Rock manages liquidity risk by: 

 Continuously monitoring actual and daily cash flows and longer term forecasted cash flows; 

 Monitoring the maturity profiles of financial assets and financial liabilities; 

 Maintaining adequate reserves and borrowing facilities; and 

 Monitoring liquidity on a daily basis. 

 

The Rock is required to maintain at least 12% of its total adjusted liabilities as liquid assets capable of being converted to 

cash within 24 hours, under the APRA Prudential Standards.  The Rock’s policy is to maintain a minimum internal liquidity 

holding ratio of 13%, to ensure adequate funds for meeting customer withdrawal requests.  Should the liquidity ratio fall 

below this level, immediate action is taken to address the matter, by ensuring that liquid funds are obtained from new 

deposits and borrowing facilities.   

 

The maturity profiles of financial assets and financial liabilities based on the contractual repayment terms is set out in Note 

32(e). 

 

The ratio of liquid funds to total adjusted liabilities over the past year is set out in the following table: 

 

          2010    2009 

Liquid funds to total adjusted liabilities (HQLA): 

- As at 30 June      17.02%  15.31% 

- Average for the year     15.30%  16.25% 

- Minimum during the year    12.33%  10.56% 

 

Liquid funds to total customer deposits: 

- As at 30 June      22.71%  17.56% 

 

D. Operational Risk 

Operational risk is the risk of loss to The Rock resulting from deficiencies in processes, personnel, technology and 

infrastructure, and from external factors other than credit, market and liquidity risks.  Operational risks in The Rock relate 

mainly to risks arising from sources including legal compliance, business continuity, information processing technology, data 

and communications infrastructure, outsourced services, fraud, and employee errors. 

 

The Rock’s objective is to manage operational risk, to balance the avoidance of financial losses through the implementation 

of systems of internal control, whilst avoiding procedures which inhibit innovation and creativity.  These risks are managed 

through the implementation of policies and systems to monitor the likelihood of risk events occurring and to minimise the 

likelihood and impact of such events. 

 

Systems of internal control are enhanced through: 

 The segregation of duties between employee duties and functions, including approval and processing duties; 

 Documentation of policies and procedures, employee job descriptions and responsibilities, to reduce the incidence 

of errors and inappropriate behaviour; 

 Implementation of a whistleblower policy, to promote a compliance culture, and heighten the awareness of staff of 

their duty to report exceptions; 

 Education of customers, to review their account statements and report exceptions to The Rock promptly; 

 Effective internal dispute resolution procedures, to respond to customer complaints; 

 An on-line system of monitored and moderated communications forums for employees to raise questions and issues, 

and to record customer feedback for consideration in the development and delivery of The Rock’s products and 

services; 

 Effective insurance arrangements to reduce the impact of losses; and 
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 Contingency plans for dealing with loss of functionality or availability of systems, premises or personnel. 

 

(i) Fraud 

Fraud can arise from customer card PIN numbers and internet and telephone banking passwords being compromised, where 

these are not protected adequately by customers.  It can also arise from system failures.  The Rock has systems in place 

which are considered to be sufficiently robust to detect and/or prevent any material fraud.  However, in common with all 

retail financial institutions, fraud is a real potential cost to The Rock.  Fraud has been attempted through the use of mules for 

transferring fees from compromised accounts to overseas destinations, however, to date, none of these attempts has been 

successful. 

 

(ii) Information and Communications Technology (ICT) Systems 

The worst case scenario would be the failure of The Rock’s core banking system and ICT network infrastructure, leading to 

the inability to meet customer obligations and service requirements.  The Rock manages its ICT systems in-house and 

ensures it has personnel with the experience to manage any short-term problems, and has disaster recovery and business 

continuity arrangements to deal with power, hardware, or system failures. 

 

A full disaster recovery plan is in place to cover medium to long-term problems, which is considered to mitigate the risk to 

an extent such that there is no need for additional capital to be allocated to the management of the risk of loss of, or 

disruption to, ICT systems. 

 

E. Capital Management 

Minimum capital levels are prescribed by APRA.  Under the APRA Prudential Standards, capital requirements are 

determined by consideration of three risk areas: 

 Credit risk; 

 Market risk (trading book); and 

 Operational risk. 

 

The market risk component does not apply to The Rock, as it does not engage in the trading of financial instruments. 

 

The Rock manages risk by maintaining its level of capital above a prescribed minimum, compared to its risk weighted assets. 

 

Capital resources 

The APRA Prudential Standards classify components of capital according to qualities, including the capability of the capital 

instrument to absorb losses.  The classifications of capital are set out in the following sections. 

 

(i) Tier 1 Capital 

Tier 1 capital consists of capital instruments that fully satisfy the following characteristics: 

Provide a permanent and unrestricted commitment of funds, are freely available to absorb losses, do not impose any 

unavoidable servicing charge against earnings, and rank behind claims of depositors and other creditors in the event of a 

winding-up. 

 

The Rock’s Tier 1 capital comprises: 

 Ordinary share capital; 

 General reserves; 

 Current year earnings; and 

 Retained earnings. 

 

(ii) 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. 

 

The Rock’s Tier 2 capital largely comprises: 

 A general reserve for Credit Losses; and 

 An asset revaluation reserve for land and buildings, discounted to 45% of their value, net of any capital gains tax 

and estimated costs of sale. 
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Capital in The Rock is made up as follows: 

 
2010 

$000 

2009 

$000 

Tier 1 Capital   

Share Capital   34,240 22,017 

Retained Earnings   19,476 20,063 

Tier 1 Capital   53,716 42,080 

Less prescribed deductions (12,304)  (9,996) 

Net Tier 1 Capital   41,412 32,084 

Tier 2 Capital   

Reserve for credit losses        337      337 

Asset revaluation reserve (discounted to 45%)        793   1,129 

Tier 2 Capital     1,130   1,466 

Less prescribed deductions      (117)     (120) 

Net Tier 2 Capital      1,013    1,346 

TOTAL CAPITAL    42,425  33,430 

 

The Board of The Rock has established an internal minimum capital adequacy ratio of 12%. 

 

The on balance sheet credit risk weighting attached to each asset is based on the weights prescribed by APRA in Attachment 

A to APRA Prudential Standard APS 112.  Risk weights are applied according to the perceived riskiness of the underlying 

security. 

 

The carrying and risk weighted values of The Rock’s assets at 30 June 2010, calculated in accordance with APRA prudential 

guidance, are detailed in the following table. 

 Risk 

Weighting 

Carrying 

Value 

Risk 

Weighting 

value 

Carrying 

Value 

Risk 

Weighting 

value 

Category  

% 

2010 

$000 

2010 

$000 

2009 

$000 

2009 

$000 

Cash and cash items in the process of collection   0 - 20     5,398          18     2,957      -      

Deposits in highly rated ADIs    20 120,945   24,189 113,546 22,709 

Deposits in unrated ADIs   0 - 50   83,320   17,414   59,319 11,864 

Deposits in less highly rated ADIs    50   21,199   10,600   14,000   7,000 

Standard loans secured against eligible 

residential mortgages up to 90% LVR 
 

 

   35 

 

411,829 

 

144,140 

 

348,666 

 

122,033 

Standard loans secured against eligible 

residential mortgages over 90% LVR 
 

 

50 - 75 

 

  81,650 

 

  41,060 

 

  70,143 

 

  33,170 

Non-standard loans secured against eligible 

Residential mortgages up to 90% LVR 
 

 

35 - 75 

 

  18,218 

 

    8,806 

 

  16,724 

 

    7,721 

Non-standard loans secured against eligible 

Residential mortgages over 90% LVR 
 

 

75 - 100 

 

      - 

 

      - 

 

       729 

 

       547 

Other assets   0 - 100   16,967   15,866   16,939   15,613 

TOTAL  759,526 262,093 643,023 220,657 

 

The Rock’s off-balance sheet credit risk weighted assets as at 30 June 2010 amount to $12,788,000 (2009:$20,458,000). 

 

The capital ratios as at the end of the reporting date for the past 5 years are as follows: 

 

 

 

 

2010 2009 2008 2007 2006 

     

13.1% 11.2% 12.2% 13.2% 14.7% 
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The capital ratio is affected by the change in assets relative to the change in reserves, changes in the mix of assets, and 

changes in the valuations of interest rate swaps. 

 

To manage The Rock’s capital, The Rock capital ratio is monitored regularly and reported to the Board on a monthly basis.  

Policies have been implemented which require reporting to the board and to APRA if the capital ratio falls below 12%.  A 5 

year projection of capital levels is maintained, to address how strategic decisions or trends may affect future capital levels. 

 

Pillar 2 Capital requirement relating to Operational Risk 

The Rock adopts the Standardised Approach to Credit Risk, which is considered to be suitable for its business, given the 

small number of distinct transaction streams in the business.  The Rock’s Operational Risk Capital Requirement is calculated 

by mapping The Rock’s three year average net interest income and non-interest income to its business lines. 

 

Based on this approach, The Rock’s operational risk capital requirement is as follows: 

 

Operational Risk Capital Requirement at 30 June 2010: $ 48,470,880 (2009: $47,075,498) 

 

The Rock considers that the Standardised Approach accurately reflects the capital required to meet its operational risk. 

 

35 Events Subsequent to the Reporting Date  
 

Subsequent to the reporting date, The Board of Directors declared a final dividend of 9 cents per fully paid ordinary share 

($2,246,000) for the year ended 30 June 2010, payable on 30 September 2010.  The final dividend is fully franked at 30%.  

The financial effect of this dividend has not been brought to account in the financial statements for the year ended 30 June 

2010 and will be recognised in the subsequent financial year. 

 

On 24 July 2010, a regulator made enquiries of The Rock regarding certain customer complaints.  The regulator has 

subsequently requested further information and documentation.  To date, investigations have indicated that there are no 

significant issues of note, however, although well advanced, these investigations are not yet complete.  The Rock has 

incurred approximately $190,000 in costs in relation to its investigation, and is likely to incur further costs in the 2010/11 

financial year, the final amount of which it is not possible to determine at this date. 
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DECLARATION BY DIRECTORS 

 
The directors of The Rock Building Society Limited declare that: 

 

1. In the opinion of the directors: 

 

(a) The financial statements, comprising the Statement of Comprehensive Income, Statement of Financial Position, 

Statement of Cash Flows, Statement of Changes in Equity and accompanying notes of The Rock Building Society 

Limited and the consolidated entity  are in accordance with the Corporations Act 2001, including: 

 

(i) Giving a true and fair view of the financial position of The Rock Building Society Limited and the 

consolidated entity as at 30 June 2010 and of the performance for the year ended on that date, and 

 

(ii) Complying with Australian Accounting Standards (including the Australian Accounting Interpretation) and 

the Corporations Regulations 2001, and 

 

(iii) Complying with International Financial Reporting Standards as disclosed in note 1. 

 
(b) There are reasonable grounds to believe that The Rock Building Society Limited and the consolidated entity will be 

able to pay its debts as and when they become due and payable. 

 

2. The Directors have been given declarations required by Section 295A of the Corporations Act 2001 from the Managing 

Director and Chief Financial Officer for the financial year ended 30 June 2010. 

 

 

This declaration is made in accordance with a resolution of the Board of Directors. 

 

 

 

 

 

 

Stephen E Lonie 

Chairman 

 

24 August 2010 
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INDEPENDENT AUDITOR’S REPORT 

To the members of The Rock Building Society Limited 

 

 

Report on the Financial Statements 

We have audited the accompanying financial statements The Rock Building Society Limited, which 

comprises the statement of financial position as at 30 June 2010, and the statement of comprehensive 

income, statement of changes in equity and statement of cash flows for the year ended on that date, a 

summary of significant accounting policies, other explanatory notes and the directors’ declaration of 

the consolidated entity comprising the company and the entities it controlled at the year’s end or from 

time to time during the financial year. 

Directors’ Responsibility for the Financial Statements  

The directors of the company are responsible for the preparation and fair presentation of the financial 

statements in accordance with Australian Accounting Standards (including the Australian Accounting 

Interpretations) and the Corporations Act 2001. This responsibility includes establishing and 

maintaining internal controls relevant to the preparation and fair presentation of the financial 

statements that is free from material misstatement, whether due to fraud or error; selecting and 

applying appropriate accounting policies; and making accounting estimates that are reasonable in the 

circumstances. In Note 1, the directors also state, in accordance with Accounting Standard AASB 101 

Presentation of Financial Statements, that compliance with the Australian equivalents to International 

Financial Reporting Standards ensures that the financial statements, comprising the consolidated and 

parent financial statements and notes, complies with International Financial Reporting Standards. 

Auditor’s Responsibility  

Our responsibility is to express an opinion on the financial statements based on our audit. We 

conducted our audit in accordance with Australian Auditing Standards. These Auditing Standards 

require that we comply with relevant ethical requirements relating to audit engagements and plan and 

perform the audit to obtain reasonable assurance 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 entity’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 entity’s internal control. An audit also includes evaluating the appropriateness of 

accounting policies used and the reasonableness of accounting estimates made by the directors, as well 

as evaluating the overall 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. 
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Independence 

In conducting our audit, we have complied with the independence requirements of the Corporations 

Act 2001. We confirm that the independence declaration required by the Corporations Act 2001 would 

be in the same terms if it had been given to the directors at the time that this auditor’s report was 

made. 

AUDITORS OPINION 

In our opinion: 

(a) the financial statements of The Rock Building Society Limited is in accordance with the 

Corporations Act 2001, including: 

(i) giving a true and fair view of the company’s and consolidated entity’s financial position 

as at 30 June 2010 and of their performance for the year ended on that date; and 

(ii) complying with Australian Accounting Standards (including the Australian Accounting 

Interpretations) and the Corporations Regulations 2001; and 

(b) the financial statements also comply with International Financial Reporting Standards as 

disclosed in Note 1. 

Report on the Remuneration Report 

We have audited the Remuneration Report included in pages 6 to 8 of the directors’ report for the year 

ended 30 June 2010. The directors of the company are responsible for the preparation and 

presentation of the Remuneration Report in accordance with section 300A of the Corporations Act 

2001. Our responsibility is to express an opinion on the Remuneration Report, based on our audit 

conducted in accordance with Australian Auditing Standards. 

Auditor’s Opinion 

In our opinion, the Remuneration Report of the Rock Building Society Limited for the year ended 30 

June 2010 complies with section 300A of the Corporations Act 2001. 

 

BDO Audit (QLD) Pty Ltd 

 

 

 

 

T J Kendall 

Director 

 

Brisbane, 24 August 2010 
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Stock Exchange Requirements 
 

The Rock Building Society Limited (The Rock) shares are listed on the Australian Securities Exchange and traded under the code 

“ROK”. 

 

Listed securities are ordinary shares.  At the date of this report, there were 24,956,880 ordinary shares in issue. 

 

The shares of The Rock are quoted by the Australian Securities Exchange Limited. 

 

Corporate Governance Statement 
 

The Board of Directors recognises that good Corporate Governance is an integral part of business and, as such, has developed a 

comprehensive Corporate Governance Framework.  This framework has been designed to meet the requirements of the Australian 

Prudential Regulation Authority (APRA) Prudential Standards APS 510 – Corporate Governance and APS-520 – Fit and Proper, and 

the recommendations outlined in the ASX Corporate Governance Principles and Recommendations 2
nd

 Edition, published in August 

2007. 

 

This statement addresses the recommendations outlined in the ASX Corporate Governance Principles and Recommendations and 

provides an overview of The Rock’s Corporate Governance Framework.  More detailed information regarding The Rock’s Corporate 

Governance Policies can be found on The Rock’s website: http://www.therock.com.au/about_us/governance.php. 

 

The Roles of the Board and Management 
 

The Board acknowledges its accountability to shareholders of The Rock for ensuring that their interests are protected and the 

confidence of investment markets is maintained, taking into account the interests of other relevant stakeholders, including customers, 

employees, suppliers and the community.  The Board achieves this outcome by providing strategic guidance to The Rock and an 

effective oversight of management. 

 

The Board Charter establishes the relationship between the Board and management and describes their roles and responsibilities.  A 

copy of the Board Charter is available on The Rock’s website: http://www.therock.com.au/about_us/governance.php. 

 

The Board has specifically reserved control over the following decisions: 

(a) Charting the overall business strategy and direction of The Rock through the ratification of The Rock’s strategic, financial 

and operational plans and performance of The Rock, including the approval of business proposals for capital investments 

such as acquisitions, joint ventures and any other material change to the organisational structure or direction of The Rock; 

(b) Overseeing compliance with regulatory requirements including, but not limited to, the annual review and approval of The 

Rock’s Risk Management and Corporate Governance Frameworks and their associated policies, management policies, 

controls and accountability systems; 

(c) Appointing the Managing Director (or equivalent), including annual performance reviews against the Board approved 

position description and key performance indicators; 

(d) Ratifying and approving the appointment, remuneration and, where appropriate, the removal of the Chief Financial Officer, 

the Company Secretary and Senior Executives, as recommended by the Managing Director, including the monitoring of 

Senior Executive performance and ensuring that appropriate resources are available; 

(e) Planning for Board and Executive succession; 

(f) Considering matters which are outside the delegated authorities given to management; 

(g) Appointment of the external auditor and approval of the annual scope of the audit; 

(h) Approving and monitoring of financial and other management performance, including monthly reporting of performance 

against budget, and the review of half-yearly and annual financial statements; 

(i) Approval of the issue of any shares, options, equity instruments or other equity security of The Rock; and 

(j) Determination of dividends to be paid to shareholders. 
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The Board has delegated to management, from time to time, responsibility for: 

(a) Developing corporate strategies for consideration by the Board; 

(b) Implementing the strategies and policies approved by the Board; 

(c) Marketing of The Rock, including business development initiatives and the identification of new business opportunities; 

(d) Maintaining effective risk management systems and keeping the Board fully informed about material risks; 

(e) Developing The Rock’s annual budget and managing the day-to-day operations within the budget; 

(f) Human resources, including recruitment, training and development, and performance evaluation; 

(g) Ensuring the appropriate systems and resources are in place to meet the needs of the business; and 

(h) Developing and maintaining key external relationships, including with business partners, suppliers, shareholders, media and 

other industry participants. 

 

Board Structure 
 

The Board has been structured to ensure it has the comprehensive range of skills and experience including, but not limited to, legal, 

insurance, accounting and financial services industries required to ensure a proper understanding of, and the competence to deal with, 

current and emerging issues within The Rock and the financial services industry, and to exercise independent judgement, and is 

committed to discharging its responsibilities and duties.  The names of the directors in office at the date of this report and their 

qualifications, experience and tenure are provided in the Directors’ Report.  This information can also be located on The Rock’s 

website: http://www.therock.com.au/about_us/board_of_directors.php. 

 

On 1 March 2010, Mr Rod Davies was appointed to the Board and Mr John Wedderburn resigned from the Board.  Mr Ross 

Illingworth was appointed Chairman of the Audit, Risk and Compliance Committee in Mr Wedderburn’s place. 

 

On 16 April 2010, the Board announced the untimely death, on 15 April 2010, of its Chairman Mr John Maxwell.  On that date, Mr 

Ross Illingworth was appointed acting Chairman of the Board, and Mr Rod Davies acting Chairman of the Audit Risk & Compliance 

Committee. 

 

On 27 April 2010, The Board announced the appointment of Mr Stephen Lonie as Chairman of the Board.  On the same date, Mr Ross 

Illingworth resumed the position of Chairman of the Audit Risk & Compliance Committee. 

 

At the time of this report, the Board is comprised of four non-executive Directors, including the Chairman together with one executive 

Director - the Managing Director.  The Chairperson is independent and separate from the role of the Managing Director.  Total Board 

membership, at 5 members, is within the range of 5 to 9 directors as required by The Rock’s constitution and specified in the Board 

Charter. 

 

Board Committees 
 

To assist the Board in discharging its responsibilities, it has established three standing committees comprising some or all of its 

members, being: 

(a) An Audit, Risk and Compliance Committee; 

(b) A Nomination and Remuneration Committee; and 

(c) A Credit Committee. 

 

Each Committee has a charter which can be found on The Rock’s website: http://www.therock.com.au/about_us/governance.php. 

 

These Committees review matters on behalf of the Board and make recommendations for consideration by the Board. 

 

The number of meetings held by the Board and Board committees, and attended by each of the Directors for the financial year ended 

30 June 2010 are set out in the Directors’ Report.  Details of each Board member’s qualifications and experience are provided in the 

Directors’ Report. 

 

Audit, Risk and Compliance Committee. 

 

The Audit, Risk and Compliance Committee assists the Board to monitor the internal control policies and procedures designed to 

safeguard company assets and to verify and safeguard the integrity of The Rock’s financial reporting.  The Audit, Risk and 
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Compliance Committee is responsible for recommending to the Board the appointment and, if necessary, the removal of the external 

auditor and for the ongoing monitoring of the auditor’s performance and independence.  The Committee is also responsible for 

assessing the performance and objectivity of the internal audit function.  

 

The Audit, Risk and Compliance Committee comprises all non-executive members of the Board.  All members can read and 

understand financial statements and are financially literate.  Mr Ross Illingworth was appointed Chairman of the Audit, Risk and 

Compliance Committee following the resignation of Mr John Wedderburn.  Mr Illingworth has considerable experience in the fields 

of audit and governance, as well as financial and accounting matters. 

 

Nomination and Remuneration Committee 

 

The Nomination and Remuneration Committee assists the Board to ensure that the Board is comprised of individuals who are able to 

discharge the responsibilities of Directors and ensuring that The Rock has remuneration policies and practices which enable it to 

attract and retain Directors and executives who will best contribute towards achieving positive outcomes for The Rock and its 

stakeholders.  Mr Stephen Lonie is the Chairman of the Nomination and Remuneration Committee. 

 

Credit Committee 

 

The Credit Committee oversees, directs and reviews the management of credit risk within the loan portfolio of The Rock.  Mr Brad 

Beasley is the Chairman of the Credit Committee. 

 

Retirement and Re-Election of Directors 
 

With the exception of the Managing Director, Directors must retire from office no later than the longer of the third annual general 

meeting or three years following their appointment or election.  Retiring Directors are eligible for re-election by shareholders. 

 

Director Independence 
 

The Board has reviewed the position and associations of each of the Directors in office at the date of this report and considers that the 

Board is composed of a majority of independent, non-executive Directors. 

 

When determining a non-executive Director’s independence, the Board assesses whether the Director is independent of management 

and free of any material business or any other relationship that could materially interfere with, or could reasonably be perceived to 

materially interfere with, the exercise of their unfettered and independent judgement. 

 

The Board has determined that, with the exception of Mr Brad Beasley, all the non-executive directors are independent.  Mr Beasley 

is a non-executive Director and a Partner of South and Geldard Solicitors, the major provider of legal services to The Rock.  Mr 

Beasley provides significant knowledge from his experience within the legal and property industries.  Mr Beasley does not participate 

in the discussions regarding the provision of legal services.  The Board has determined that the relationship does not interfere with Mr 

Beasley’s ability to exercise independent judgement and considers that his knowledge of the law is a skill that is necessary and 

desirable to have on the Board.  

 

Independent Professional Advice 
 

Every Director of the Board is entitled, with prior written approval by the Chairman of the Board, to seek independent professional 

advice, including, but not limited to, legal, accounting and financial advice, at The Rock’s expense on any matter connected with the 

discharge of their responsibilities.  No Director availed himself of this right during the course of the year. 

 

Director and Executive Induction and Performance Review 
 

The Nomination and Remuneration Committee is responsible for monitoring the skills and experience of existing Directors and the 

balance between experience and new skills, which may lead to consideration of the appointment of new Directors. 

 

The Rock has implemented a comprehensive induction program for all new Directors and executives, designed to ensure that they are 

able to make an active contribution to The Rock at the earliest opportunity.  Materials provided as part of the induction program 

include copies of The Rock’s Strategic Plan, Risk Management System and Organisation Chart, descriptions of the roles of the Board 

and management, an overview of The Rock’s financial position and operations, together with the relevant Position Description 

outlining the specific key performance indicators, responsibilities and duties of the inductee’s role. 

 

The former Chairman of the Board, John Maxwell, had completed a review of individual Director performance, fitness and propriety 

within this reporting period, in August 2009.  The new Chairman, Stephen Lonie, has also completed a review of Director 

performance, fitness and propriety prior to the completion of these financial statements.  Both these reviews were completed against 
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key performance indicators relating to skills, experience and knowledge, as well as contribution to the Board towards achieving the 

goals outlined in The Rock’s Strategic plan. 

 

The Nomination and Remuneration Committee has completed reviews of the performance of the Board and Board committees during 

this reporting period.  These reviews considered performance against key performance indicators which align with the charters for 

each committee and the Board. 

 

Executives of The Rock are subject to annual performance evaluations, which have been completed for this reporting period and were 

weighed against the key performance indicators, responsibilities and duties outlined in individual Position Descriptions which are 

aligned with the objectives of The Rock’s Strategic Plan. 

 

Remuneration 
 

Executive Remuneration Policy 

 

The Rock is committed to remunerating its executives in a manner that is market-competitive and consistent with best practice, as 

well as supporting the interests of shareholders.  Consequently, the remuneration of executives may be comprised of the following: 

 

(a) Fixed salary that is determined from a review of the market and reflects the core performance requirements and expectations; 

(b) A bonus, awarded at the discretion of the Board, to reward performance by the individual; 

(c) Participation in employee share schemes within any thresholds requiring approval by shareholders; and 

(d) Statutory superannuation. 

 

The Rock aims to align the interests of executives with those of shareholders.  The remuneration details of all executives, including 

both monetary and non-monetary components, are provided in the remuneration report in the Directors’ Report. 

 

Non-Executive Director Remuneration Policy 

 

Non-executive Directors are paid fees out of a maximum aggregate amount approved by shareholders.  Non-executive Directors do 

not receive performance based bonuses and do not participate in equity schemes of The Rock.  Non-executive Directors are entitled to 

statutory superannuation. 

 

The Rock does not offer equity based remuneration to any Directors, executives or employees. 

 

Business Conduct 
 

The Rock has adopted a Code of Conduct for Directors and Executives and a Corporate Code of Conduct for all other Employees, to 

ensure that the highest standards of honesty, integrity and ethical behaviour are maintained throughout The Rock. 

 

The Share and Other Financial Instruments Trading Policy regulates the dealing in shares, options and other securities issued by The 

Rock by Directors, executives and employees of The Rock.  This policy also outlines the rules for trading in The Rock’s shares and 

trading restrictions. 

 

The Code of Conduct for Directors and Executives, the Corporate Code of Conduct, and the Share and Other Financial Instruments 

Trading Policy are available on The Rock’s website: http://www.therock.com.au/about_us/governance.php. 

 

Fitness and Propriety  
 

The Rock has developed a Fit and Proper Policy that satisfies the requirements of APRA Prudential Standard APS 520 – Fit and 

Proper, which has been approved by the Board.  This policy requires the assessment of responsible persons, as defined by the 

standard, on appointment and no less than annually throughout the course of their appointment, to ensure they have the appropriate 

skills, experience and knowledge to perform their role, and that they act with honesty and integrity. 

 

Fit and Proper assessments have been completed for all responsible persons within this reporting period.  All responsible persons were 

found to be fit and proper. 
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Financial Reporting 
 

The Rock prepares financial statements in accordance with the Corporations Act 2001, applicable Accounting Standards, other 

mandatory professional reporting requirements, and other authoritative pronouncements of the Australian Accounting Standards 

Board.  The Board is committed to providing financial statements that present a balanced and clear assessment of The Rock’s 

financial position and prospects. 

 

The Managing Director and the Chief Financial Officer certify to the Board, in writing, that The Rock’s Financial Statements and 

Reports present a true and fair view, in all material respects, of The Rock’s financial condition and operational results and are in 

accordance with relevant Accounting Standards. 

 

Continuous Disclosure and Shareholder Communication 
 

The Rock values the rights of its shareholders and seeks to facilitate shareholders in effectively exercising those rights.  The Rock is 

committed to: 

(a) Effectively communicating with shareholders through releases to the market via the ASX, The Rock’s website, mailing 

information regularly to shareholders, and via general meetings of The Rock; and 

(b) Giving shareholders ready access to balanced and understandable information about The Rock and corporate presentations. 

 

The Rock also recognises that people other than shareholders, such as potential investors or other interested stakeholders, may have an 

interest in information about its operations.  The Rock issues a Shareholder Bulletin half yearly to all shareholders.  The Shareholder 

Bulletin is also published on The Rock’s website: http://www.therock.com.au/about_us/shareholder_update.php. 

 

The Rock has established a Shareholder Communication Policy, designed to ensure compliance with ASX Listing Rule disclosure 

requirements.  The Board has designated the Company Secretary as the person responsible for overseeing and coordinating disclosure 

of information to the ASX, as well as communicating with the ASX.  In accordance with the ASX Listing Rules, The Rock 

immediately notifies the ASX of information: 

(a) Concerning The Rock that a reasonable person would expect to have a material effect on the price or value of The Rock’s 

securities; and 

(b) That would, or would be likely to, influence persons who commonly invest in securities in deciding whether to acquire or 

dispose of The Rock’s securities. 

Upon confirmation of receipt from the ASX, The Rock posts all information disclosed in accordance with this policy on its website.  

The Rock’s Shareholder Communication policy, together with information disclosed in accordance with the policy, can be viewed on 

The Rock’s website: http://www.therock.com.au/about_us/governance.php. 
 

Audit Governance and Independence 
 

External Auditor Appointment and Supervision 

The Board has developed and approved a Policy for the Appointment, Review and Rotation of the External Auditor, which defines the 

guidelines used by The Rock in the selection, rotation and review of its external auditor to ensure that The Rock is meeting the 

legislative requirements of APRA and the Corporations Act, as well as meeting the requirements set out in the Audit Committee 

Charter and Fit and Proper Policy.  Copies of these are on The Rock’s website: http://www.therock.com.au/about_us/governance.php. 

 

Independence Declaration 

The Rock’s External Auditor, BDO Audit QLD Pty Ltd, has provided the Audit, Risk and Compliance Committee with a declaration 

that the auditor has maintained independence in accordance with the Corporations Act 2001 amendments and the rules of the 

professional accounting bodies. 

 

Attendance at Annual General Meetings 

The Board requests that the External Audit Partner attend the Annual General Meeting and be available to answer shareholder 

questions about the conduct of the audit and the preparation and content of the auditor’s report. 

 

Internal Audit 

The Rock has an independent internal audit function, which reports on a monthly basis to the Audit, Risk and Compliance Committee.  

The objectives of the internal audit function include the evaluation of the adequacy and effectiveness of the financial and risk 

management framework of The Rock.  The internal audit function has, at all times, unfettered access to the Board, and all of The 

Rock’s business areas and support functions. 
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Risk Identification and Management 
 

The Rock recognises the importance of managing risk and has established systems to manage risk.  The Audit, Risk & Compliance 

Committee is responsible for the risk management function and has established appropriate policies and procedures.  These policies 

and procedures are periodically reviewed by the Board and by APRA as part of their regular inspections. 

 

The Audit, Risk & Compliance Committee receives an Internal Audit Report as a standing item at each Committee meeting. 

 

On 24 August 2010, Mr Derek G Lightfoot (Managing Director) and Mr Duncan C Martin (Chief Financial Officer) provided the 

Board with a written assurance, in accordance with section 295A of the Corporations Act, that the financial statements are founded on 

a sound system of risk management and internal compliance.  Their statement also assured the Board that the risk management and 

internal compliance and control system is operating efficiently and effectively in all material respects. 

 

Employee Share Purchase Scheme 
 

The Employee Share Plan, approved by shareholders in October 1992, was designed to promote a long term commitment from 

employees and to align their objectives with those of shareholders.  Employees were offered loans for up to 90% of the issue price of 

shares at an interest rate of up to 3% below the lowest rate offered to customers.  The loans are to be repaid over a maximum period of 

eight years.  Employee Shares were issued at a 10% discount to the weighted average market price at the issue date.  At 30 June 2010, 

there were 10,000 Employee Shares held by 2 employees, and an outstanding share loan balance of $932 (2009: 10,000 shares held by 

two employees, with an outstanding share loan balance of $3,530). 

 

Voting Rights of Shareholders 
 

Voting rights of shareholders are governed by The Rock’s constitution.  In summary, each ordinary share is entitled to one vote when 

a poll is called, otherwise each member present at a meeting or by proxy has one vote on a show of hands. 

 

Shareholders wishing to appoint proxies may do so in accordance with the Corporations Act 2001 and The Rock’s constitution. 
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Distribution of Shareholdings as at 30 June 2010: 
 

Ordinary Shares No. of Shareholders 

1 - 1,000     590 

1,001 - 5,000  1,623 

5,001 - 10,000     822 

10,001 - 100,000     519 

100,001 and over       15 

  3,569 

 

There are 129 holders with less than a marketable parcel of 199 securities, holding 9,130 securities in total. 

 

Twenty Largest Shareholders 
 

The twenty largest ordinary shareholders as at 30 June 2010 were: 

Shareholder No. of Shares % 

1. Trio C Pty Ltd 550,525 2.21 

2. Queensland Trustees & Investment Limited 429,000 1.72 

3. UBS Wealth Management 377,279 1.51 

4. Cawarral Properties Pty Ltd 351,028 1.41 

5. National Nominees Limited 305,219 1.22 

6. Garmaral Pty Ltd 300,659 1.20 

7. Lymal Pty Ltd 291,145 1.17 

8. Colonial Nominees Pty Ltd 284,585 1.14 

9. Mr Kim David Cannon & Mrs Aspasia Elizabeth Cannon 230,870 0.93 

10. Mr Leslie Charles Smith 179,000 0.72 

11. JP Morgan Nominees Australia Limited 165,126 0.66 

12. Citicorp Nominees Pty Limited 164,925 0.66 

13. Donetta Pty Limited 150,000 0.60 

14. David Stohenam Geldard & Noelene Ellen May Geldard 126,206 0.51 

15. Mr Andrew Benardos 122,308 0.49 

16. Pacific Salt Superannuation Pty Limited   88,243 0.35 

17. FF Champion Pty Ltd   84,716 0.34 

18. Mrs Eunice McLeod   81,722 0.33 

19. Nivesa Pty Ltd   80,000 0.32 

20. Tabeen Pty Limited   77,718 0.31 

 
Substantial Shareholders 

 
The Rock’s register of substantial shareholders recorded no substantial shareholdings. 

 

Company Secretary 

 
The Company Secretary is Mr Duncan C. Martin. 

 

Registered Office 

 
The registered office of The Rock is 102 Bolsover Street, Rockhampton, Queensland. 

 

Share Register 

 
The register of holders of ordinary shares of The Rock is kept at the offices of Link Market Services Limited, Level 15, 324 Queen 

Street, Brisbane, Queensland 4000. 

 


