


Members Equity Bank Limited

Directors' report

for the half-year ended 31 December 2018

The directors of Members Equity Bank Limited (the Company) submit herewith the interim financial statements of the Group (being the

Company and its subsidiaries) for the half-year ended 31 December 2018, and the independent auditor's review report thereon.

Directors

The directors of Members Equity Bank Limited at any time during or since the end of the half-year and at the date of this report are:

K Hodgson Chairman since January 2016 and Director since January 2012

C Bart AO Director since July 2016

C Christian Director since November 2012

G Combet AM Director since November 2014

J Milne Director since November 2012 (resigned on 4 October 2018)

J Nesbitt Director since February 2017

E Rubin Director since October 2016

Principal activities

The principal activities of the Group comprised of:

• provision of banking services under a banking licence;

• funding, management, and servicing of residential and consumer lending portfolios; and

• carrying out associated funding activities for off balance sheet portfolios.

There were no significant changes during the period in the nature of the activities of the Group.

Dividends

No dividends have been paid or declared since the start of the financial half-year (2017: $nil). The directors do not recommend the

payment of a dividend with respect to the half-year ended 31 December 2018.

The Group has paid $5,077,895 of fully franked dividends during the half-year with respect to the perpertual Capital Notes issued

in November 2017 (2017: nil).

Review of operations and results

Statutory profit for the half-year ended 31 December 2018 was $41.2 million compared to $46.4 million for the half-year ended 

31 December 2017.

Subsequent events

Aside from the events as described in Note 5 to the financial statements, there have been no matters or circumstances which

have arisen since the end of the financial half-year which significantly affect the operations of the Group, the results of those

operations, or the state of affairs of the Group in subsequent years.

Significant items

In December 2018, the Group issued $100 million of perpetual Capital Notes which are callable in December 2023. The notes form part

of equity on the balance sheet.

There are a number of significant items which are included in the Group's statutory profit for the financial period but have been excluded

from the Group's underlying profit for the financial period.  The following table reconciles the Group's statutory profit with the Group's

underlying profit.  All amounts are after tax.

Underlying earnings

• Realised and unrealised gains / (losses) on hedging instruments (1)

• Impairment losses - other (2)

• IT system remediation and decommissioning costs (3)

Statutory profit for the half-year

(1) These instruments do not qualify for hedge accounting.

(2)

(3) Cost of IT enhancements to improve the customer experience and to decommission legacy systems.

Changing market dynamics have resulted in the deferral of the current credt card platform development. As a result an 

impairment loss relating to the associated intangible asset has been recognised.
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