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BENDIGO BANK LTD
ABN 11 068 049 178

Appendix 40 Half Year Report
Period ending 31 December 2004

1. Appendix 4D: Half Year Report

1.1  Company details and reporting period

Bendigo Bank Limited
ABN 11 068 048 178

Reporting period - six months ended:

Previous corresponding period - six months ended:

1.2

31 December 2004
31 December 2003

Results for announcement to the market

Revenues from ordinary activities

Profit from ordinary acliviies after iax
attributable to members

Net profit {loss) attributable to members

$m
up 15.4% to 226.5
up 23.7% to 42.8
up 23.7% to 42.8

Dividends — current year

Interim Dividend — 2005, fully franked at 30%
Payable 31 March 2005

Amount per security

Cents
18.0

Dividends — previous year

Final Dividend — 2004, fully franked at 30%
Paid 30 September 2004

Interim Dividend — 2004, fully franked at 30%
Paid 31 March 2004

Amount per security

Cents
230

17.0

Record date for determining entitlements for the interim dividend

16 March 2005

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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BENDIGO BANK LTD Appendix 40): Half Year Report
ABN 11 088 D49 178 Period ending 31 December 2004

1.3

1.4

1.5

1.6

1.7

1.8

1.9

1.10

Net tangible assets per security

Refer to page 25 of the aftached December 2004 half-year profit
anneuncemennt

Defails of entities over which control has been gained or iost
during the period

Ni.

Details of individual and total dividends

Refer 10 pages 10 and 26 of the attached December 2004 half-year profit
arnouncement.

Deftails of any dividend or distribution reinvestment plans in
operation

Refer to page 26 of the aftached December 2004 half-year profit
anneuncement.

Details of associates and joint venture entities

Refer to page 27 of the aftached December 2004 half-year profit
anneuncement.

Accounting standards used for foreign entities

Not applicable.

Dispute or qualifications if audited

This report is based on financial accounts that have been subject to an
independent review by our exiernal auditors. There is no dispuie or
guaiification to the financial accounis.

Half-year financial statements

Refer to pages 31 to 51 of the attached December 2004 haif-year profit
announcement.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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BENDIGO BANK LTD Appendix 40): Half Year Report
ABN 11 088 D49 178 Period ending 31 December 2004

2. Half Year Announcement
2.1 Media Release
2004/2005 interim profit announcement

14 February 2005: Bendigo Bank today anniounced a 2004/05 interim operating profit after fax of
$42.8 million, a 24 per cent increase on the previous corresponding period.

Operating profit after income tax and before specific items — principally the sale of shares in {O0F
Hotdings — was $38.9 million, an increase of 17 per cent.

Directors declared a two-cenis-per-share increase in the interim dividend, to 19.0 cents fully franked.
The dividend is payable on 31 March to shareholders registered at the close of frading on 16 March.

The bank alsc announced it was seeking APRA approvat for capital management inliatives including
the issue of Bendige Preference Shares to raise around $100 million in Tier 1 capital and an on-market
buyback of up to five million shares (3.5 per cent of issued capital}.

Chairman Richard Guy said the capital initiatives were aimed al improving sharehelder returns in fine
with the substantial growth in the bank's bottom line.

“The interim resuif we announce today corfirms that Bendigo Bank’s retail banking exparnsion corntinues
to produce excellent growth and profit improvement,” Mr Guy said.

“We view the result as a solid achievement, reflecting the growing maturity of our branch and aliance
rietwork.

“The Bendigo brand has been weicomed across Australia, as reflected in our ability to raise deposits in
every market in which we operate.

“T'wo-thirds of our branches are less than five-years-old and the biggest proportion of those are in
States which were unfamiliar with Bendigo, so our growth is testament to the strength of our brand and
our commuriity engagement acfivities.

“We also continue to see growing coniributions from our alliances such as Elders Rural Bank (ERB),
Tasmanian Banking Services and Community Sector Bank. Again, their strength is their close
corinection with the discrete commuriities they serve.

“Whilst ERB provided only modsrate improvement over the half, due to competitive pressure on interest
margins, iis business growth remains satisfactory and there are excellent prospects for increased
coritribution from ERB in years to come.

“Our funds management business is benefiting from our growing distribution network and is rapidly
increasing its scate and contribution to profit.

“So what you are seeing is continued strong growth in reveriues from right across our business.

“Qur focus is on improving sharehiclder returns and we are foday annournicing capital initiatives that will

further improve earnings per share and therefore shareholder returns.”

Mr Guy annourniced a range of measures fo be implemented immediately, subject to APRA approval:

« The issue of a hybrid Tier 1 Preference Share fo raise around $100 miflion in capital o support
business growth. Shareholders will receive a priority offer and will scon receive a regisiration card
inviting them to request a prospectus. Details of the Preference Share will be contained in the
prospectus which is expected o be lodged with ASIC in March. Customers may also be entifled to

a preferential alfocation depending on shiareholder takeup. Inquiries should be directed 10 1300 656
793.

« An on-market buyback of up to five million shares.
« Areduction from 8.0 per cent fo 7.5 per cent in the bank’s Tier 1 capital ratio target.

« tThe immediate suspension of the 2.5 per cent discount on the issue of shares under the hank’s
Dividend Reinvestment and Bonus Share plans in order that those plans can continie to be
offered.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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‘Lending and deposits continie to grow strongly as our relatively new branch and afiance networks
gain fraction. Those networks will continie to be expanded and we will maintain a considered
investment program fo capitatise on the strong demand for our style of banking.”

Mr Hurnit said the past six months produced some challenges relating to the cost of deposits given the
barik's high concentration of retail deposits and rapid growth in assets.

*Qur loan balances grew by 23 per cent over the calendar yvear and that growth had to be funded in a
more competitive market for retail deposits. We always expected it would not be possible o retain a 90
per cent retail funded position in that environmenit.

“The rebatancing of our funding mix saw our margins come under pressure and this meant that our
strong growth was not reflected in equivalent improvement in shareholder returns. However, we are
pleased with the overall performance given the environment in which we found ourselves.

“While margins have been under some pressure, our gross margin remains healthy. This is evidence
that our strategy remains on track — to build relationships with our customers and their communities to
secure more sustainable revenues, and to seek pricing that reflects the quality of our service and
products. We have riot achieved our growth rates by discounting and while we need o compete, we
atiract and retain customers with a particular service offer and retail focus.

“We are focused on continuing the progress of the business itself. We acknowledge that interest
margins and our capital structure have impacted on shareholder returnis and they are receiving
additional management atiention going forward.”

On 17 December 2004 the Bank foreshadowed it would diversily its investment in the wealth

management sector. Select Management Fund Limited {SMF) has stated its intention fo issue a

prospectus and apply for listing on ASX. The Bank today annournced it has agreed to take a five per

cerit stake in the expanded capitat of SME at the offer price under the prospectus. The commitment to

invest is subject to conditions including the listing of SMF, and the shares acquired are to be hetd in

escrow for six moriths.

Result highlights {July-Dec. 2004 compared with July-Dec. 2003}

Profit Operating profit after income tax was $42.8 million, up 24% from $34.6 million
Earnings per share 30.5 cents, compared with 26.9 cents {13% inicrease)

Lending Total bark tending approvals were $3.0 billion, a 4% decrease

Gross loan batances grew by $871 million (9%} during the half, with a further $195 million

in loans sold o off-balance sheet structures {3362 million for the calendar year)

Deposits Tetal Group deposits grew by 22% during the half, to $11.3 billion, with retail deposits

representing 85% of total deposits

Managed funds Superannuation and managed funds offered by Sandhurst Trustees increased by 19%, to

$2.8 billion, during the half.

Wealth Solutions’ profit contributionn increased by 40%, to $7.7 million, on the

corresponding six months in 2003
Assets/capital Group managed assets total $14.8 biflion, a 9 per cent increase for the half
Total risk-weighted capital adequacy ratio at 31 December 2004 was 10.48%

Sharehotder eguity increased by 16% to $703 million during calendar year 2004

Dividends Interim dividend is 19.0 cenis per share, fully franked at 30 per cent {up by 12% from 17.0

cerits interim 2004)

Bad debts Net impaired assets were $8.8 million, representing just 0.09% of gross loans
{June 2004 = 0.05%; December 2003 = 0.03%)

General provisions were increased by $4.3 million and now total $57.7 million, maintaining

a level of 0.75% of risk-weighted assels

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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Financial Highlights

Dec 64 Dec 03 % Increase/

$m $m {Decrease)
Financial results
Interest income 370.6 2848 30.2
Interest expense 232.8 161.7 440
Net interest income 137.8 122.9 12.1
Other operating income 88.7 73.4 20.8
Total net operating income 226.5 196.3 15.4
Total operating expenses 166.0 145.3 14.2
Profit before tax 60.5 51.0 18.6
Income tax expense 17.9 16.5 8.5
Profi{ after tax and minority inferests 42.8 34.6 237
Expense to income 70.0% 70.2% (0.3)
Farnings per share 30.5 cents 26.9cents 13.4
Cash basis earnings per share 29.3 cents 27 .4 cents 6.9
Return on average equity 12.4%% 11.92% 4.1
Dividend per share 19.0 cents 17.0cents 118
Before specific items
Profit after tax 38.9 33.2 17.2
Return on average equity 11.28% 11.44% (1.4
Other key data
Total equity 703.0 608.1 156
Loans & other receivables 10,237.2 88,3008 23.3
Lending approvais 2,986.8 3,088.2 {3.6)
Tolal assets 12,390.2 10,2104 21.4
Deposits 11,289.6 9,259.4 21.9

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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2.2 Financial highlights

Change
1! Half 2003-04

to
15 Half 2004-05
2002-03 2003-04 2003-04 2004-05
2™ Halt 1% Half 2% Half 15 Half $m %
m m $m $m

Total deposits 8,2411 9,259.4 10,148.9 11,289.6 2,030.2 22

Funds under management 1,733.5 1,979.4 2,158.9 2,567.8 588.4 30

New loan approvais 26493 3,098.2 25796 29868 {111.4) {4}
Residential 1,888.1 22193 1,545.0 1993.0 {226.3) {10}
Non-residential 7611 878.9 1,034.6 953.8 114.9 13

Earnings per share - cenls 26.5 26.9 334 30.5 3.6 13

Dividerid per share - cents 20.0 17.0 23.0 19.0 2.0 12

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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2.2.1

2.2.2

2.2.3

Profit

Operating profit after income tax was $42.8 million, up 24% from $34.6
million profit after tax for the corresponding period in 2003.

Transactions disclosed as specific items for the half-year contributed $3.9
million to operating profit after tax {2003: $1.4 million)

Operating profit after income tax before specific items was $38.9 million. An
increase of 17% over the 2003 result.

Farnings per share for the half-year was 30.5 cents, increasing by 3.6 cenis
over Earnings per share for the corresponding period in 2003 (26.9 cenis).

Cash basis earnings per share was 29.3 cents for the half-year, an increase
of 1.9 cents, or 7%, over the 2003 corresponding pericd.

Return on equity increased 1o 12.4% in 2004 from 11.9% at December 2003.
Return on equity before specific items was 11.3% for the half compared with

11.4% in the previous corresponding period.

Lending

Total Bank lending approvals were $3.0 biilion, a 4% decrease from the
same period last year, but in line with the June 2004 half-year.

Lending approvals secured by mortgage over residential property were $2.0
billion, 67% of tofal approvais.

Deposits and funds under management

Total Group deposits increased by $1.1 billion, or 11%, to $11.3 billion during
the half-year (the calendar year increase was $2.0 billion, or 22%).

Retail deposits increased by $0.6 bilion, or 6% during the half-year
representing 85.3% of total deposits (the calendar year increase was $1.2
billion, or 15%).

Superannuation and Managed Funds offered by Sandhurst Trustees Ltd
grew $0.4 billion to $2.6 billion during the half-year (the calendar year
increase was $0.6 billion, or 30%).

Bendigo Investment Services funds under advice grew $0.1 billion to $1.0
billion during the half year (the calendar year increase was $0.3 billion).

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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2.2.4 Assets and Capital

2.2.5.

Group assets grew by $1.1 billion in the half-year to $12.4 billion, an increase
of 10% (the calendar year increase was $2.2 billion, or 21%)

The Bank securitised or sold $1985 million of loans in the six month period
ended 31 December 2004 {the calendar year value was $362 millicn}. This
factor decreased the balance sheet growth figures for these pericds.

Total risk weighied capital adequacy ratio at December 2004 is 10.48%.

Equity increased by $27 milfion, or 4% in the half-year to $703 million {the
calendar year increase was $95 million, or 16%).

During the half-year 1,107,312 shares were issued under the Dividend
Reinvestment Plan, 228,806 under the Bonus Share Scheme, and 300,000
under the Employee Share Ownership Plan, taking the total number of
shares on issue to 141,615,473 at 31 December 2004.

Total group managed assets increased by $1.2 billion, or 9% for the half-year
to total $14.8 billion (the calendar year increase was $2.3 billion, or 19%).

Nef tangible assets increased 3% from $4.40 per share to $4.55 per share in
the half-year (the calendar year increase was $0.50, or 12%).

As part of a capital management program Bendigo Bank wili issue $100
Perpeiual Step-up Preference Shares, paid to 50%, to raise $100 million in
capital, and will also undertake an on-markef buy back of up to 5§ million
shares subject to APRA approval.

Dividends

2004/05 interim dividend of 19.0 cents per fully paid share {an increase of 2.0
cents over the 2003/2004 interim dividend), fully franked at 30%.

Dividend is payable on 31 March 2005 to registered sharehoiders at the
ciose of trading on the Record Date, 16 March 2005.

The total interim dividend proposed is $25.4 million.
Suspension of the 2.5% discount on the issue of shares under the Bank's

Dividend Reinvestment Plan and Bonus Share Scheme effective
immediately.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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2.2.6 Bad and doubiful debis

- Bad and doubtful debts expense for the half-year was $8.7 million, an
increase of $1.2 million on the half-year to June 2004 and $2.3 million on the
haif-year to December 2003.

- Provisions for doubtful debts at December 2004 totalled $66.6 million, which
represents 0.64% of gross loan balances (June 2004: 0.65%, December
2003: 0.69%).

- General provisions have been increased by $4.3 million in the half-year and
now total $57.7 million, or 0.79% of risk-weighted assets {June 2004: 0.79%,
December 2003: 0.79%).

- Nef impeaired assets increased 80% to $8.8 million in the half-year, but
represents only 0.09% of gross loans (June 2004: 6.05%, December 2003:
0.03%).

- Provision coverage of impaired loans is now 376% {June 2004. 477%,
December 2003: 466%).

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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2.3 Key Financial Information

2.3.1 Profitability

Increasef{Decrease) increasef{Decrease)
Dec-04 Jun-04 Value % Dec-03 Value B
$m $m $m $m $m
Profit
Operating profit before tax 60.5 64.3 {3.8} (5.9} 510 4.5 {88
Specific ikerms befors kax 55 8.8 {1.3) (494} 19 38 1845.5
Operating profit before tax and specific tems 55.0 575 {2.5) 4.3} 441 %] 2.8
Operating profit after tax 428 452 (2.4} {5.3) 346 az 237
Specific items after tax 39 5.2 {1.3} (25.0% 14 2.5 178.6
Profit aftar tax before specific items 388 40.0 {1.1} 2 33z &Y 172
Goodwill amortisation 21 22 {G.1} {4.5) 2.1 0.8 -
Cash basis profit after kax 41.0 422 {1.2} (2.8 383 &Y %1
Profitahility
Earnings per ordinary share
(weightad average)-cents 365 334 {2.9) B 289 38 134
Cash basis sarnings per ordinary share
(weightad average)-cents 283 3.2 {1.5) 6.1} 24 1.8 8.9
Ciiuted earnings per share
{weighted average}cents 305 334 {2.9) B 2849 38 134
Weighted average number of shares
usaed in EPS calcuiations - 500 146,142 135,431 4.7 as 12R.826 11,322 i3]
After tax return on average
eguity 12.41% 14.08% £1.67%) (11.9) 11.92% G.49% 4.1
After tax before specific ikems return on
average eguity 11.28% 12.48% £1.18%) 9.5} 11.44% {0.16%) (1.4)
After tax refurn on equity
at period end 12.18% 13.38% £1.18%) 8.8} 11.38% G.80% 7.0
After tax return on average
assets 0.72% 5.84% {0.12%) (14.3} 5.71% S01% 1.4
After tax before specific ikems return on
average assets 0.66% 5.74% {0.08%) (10.8) 3.68% {0.02%) (2.9

Frofitability ratios vse half-year resulis which have been annualised by rudtiplying the numerator by 2.

Cash earnings vsed in cash basis sarnings per ordinary share is net profil atiributable to members exciuding specific ems afier lax
and goodwill amortisation

Equity for use in these ratios fs net assels,

June profit figures and ratios are for the June 2004 hatf-year, balance sheet tems are as ot end of June 2004,

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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Operating Profit after fax
$mil

50 -

40 -

30 4

20

10 -+

0

Dec-02 Jun-03 Dec-03 Jun-04 Dec-04

Reported M Before specific items

The reported profit for the six months ending 31 December 2004 of $42.8 million
included two items of a non-recurring nature.

1. Profit on sale of IOOF Holdings Pty Lid shares - $3.5 million after tax
2. Proceeds from sale of Cashcard shares (first adjustment amount) - $0.4 million
after tax.

Earnings per share
cents

Dec-02 Dec-03 Dec-04

B Earnings per share lMCash basis earnings per share

Famnings per share increased by 3.6 cents {13%) to 30.5 cenis for the half year.
Cash basis earnings per share was 29.3 cents, an increase of 1.9 cents, or 7% over
2003. The strong earnings per share growth enabled directors to lift the interim
dividend 2.0 cents fo 19.0 cents per share. This represents a payout ratio of 59.3%
or 65.3% on profit before specific items.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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Return on equity
%

14 -
12

Dec-02 Dec-03 Dec-04

B Return on equity M Return on equity before specific items

Refurn on equity increased to 12.4% from 11.9% in the previous corresponding
pericd, representing a 4.1% increase. Return on equily before specific items was
11.3% compared with 11.4% in 2003.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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2.3.2 Income

Increasef{Decrease) increasef{Decrease)
Dec-04 Jun-04 Value e Dec-03 Value %
$m $m $m $m $m

Met interest income 137.8 1307 7 54 122.9 14.9 121
Othar income comprising:

Share of associates’ profi ak 1.8 a7 4.0 18 0.8 7.8

Fees - asset products 2.4 11.5 A [ 125 G4 33

- liability progucts & other 249 258 4.3 16.8 4.2 5.7 236

Commissions - insurance 30 3.2 (6.2} {6.3) 2.5 LX) 200

- other 14.9 13.1 1.4 1.y 12.0 28 242

Property revenus G4 0.8 {6.2) (33.3) 0.5 (.1} {2009

Trustze, m'ment & other services 47 4.3 5.4 4.3 4.8 (5.1} 2.1

Saecuritisation 340 3.0 0.3 5.0 4.4 {1.49) {38.4)

Dividend income 5.3 0.2 5.1 50.0 G2 A 50.0

Specific ifems - operating revenue a3 137 (5.4} (39.4} 33 5.0 151.5

Other cperating revenue 3.3 11 22 2060 11 22 200.0

Sthar income - total 8.7 B4 4.8 5.5 3.4 153 208

Met cperating income 2285 214.8 .7 54 1583 302 154

Net Interest income increased by 12% compared {o previous corresponding period.
This increase was predominantly due to an increase in interest eaming assets of
$2.2 billion, or 24%.

Net Interest Margin
%

Dec-02 Jun-G3 Dec-03 Jun-04 Dec-04

Net interest margin declined by 24 basis points from 2.64% for December 2003 half-
year to 2.53% for June 2004 half-year and 2.40% for December 2004 half-year.

An analysis of the movement in the net inferesi margin for the six months to
December 2004 is set out in the chart below, which highlights the principle impacts
over the period.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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Analysis of net interest margin {movement over the six months}

%
2.7 -
Cashto Bills Funding
spread Mix
2.6 - G.62% (0.08%)

Competifion
(0.04%) Alliance
margin share
(0.03%}

Jun 04 Dec 04

Non-interest income
$88.7Tm

Loan fees Trustee & service
fees
5%

Beposit AC &
ransaction fees
35%

Commissions
{primarily Wealth
Sol}

17%

Securitisation
3%

JV contributions
9% Insurance
Commissions
3%

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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Share of associates’ profit has increased by 8% due to an increase in the
contribution from Eiders Rural Bank, Community Sector Enterprise and Tasmanian
Banking Services.

Fees — liability products and other increased 24% due to increases in account
transaction fees and elecironic fransaction fees, including ATM and merchant
services fees.

Commissions - other increased by 24% due to increased commissions from our
Wealth Solutions division, including commissions from managed fund producis and
finrancial planning activities.

Securitisation income declined by 39% reflecting the run-off in balances
outstanding in securitisation programs.

Specific income items for 2004 are proceeds from the sale of shares in I00OF
Holdings Pty Ltd (representing 15.7% of our sharehoiding in the company) and
proceeds from the sale of Cashcard shares (first adjustiment amount). 2003 specific
items are proceeds from the sale of properties and a GS8YT refund in relation to
electronic transactions.

Other operating revenue includes two one-off items. They are the proceeds from
the sale of an equity investment ($1.4 million) the proceeds from a property sale
($0.5 million} which were not in the previous corresponding period. As the profit on
these transactions was not material to the group result, they have not been disclosed
as specific tems. The book value of these sold items is disclosed under the
expense category Properiy, piant & equipment costs. The remaining balance of
other operating income is similar to the previous corresponding period.

information contained in this report should be read in conjunction with the June 2004 annual financial report.

17



BENDIGO BANK LTD
ABN 11 068 049 178

Appendix 40 Half Year Report
Period ending 31 December 2004

2.3.3 Lending

Total approvals - by security
Residential
Men-residentiaf

Gross loan batance - by security
Residential
Men-residentiaf

Gross loan batance - by purpose
Residential
Men-residentiaf

Business lending portfolio - by induskry
Property & business services
Retail trade

Agricutfure, forestry & fishing
Construction

Accom, cafes & restaurants
Manufactiring

Transport & storage

Haalth & community services
Wholesale trade

Cuftirad & recreationaf senvices
Finance & insurance

Parsonai & other services
Commuricatich services
Other

Gross loan balance growth - by source
Dac 04 half-year
MNew branches

Jur 04 full-year
Mew branches

Jur 63 full-year
Mew branches

Increasef{Decrease) increasef{Decrease)
Dec-04 Jun-04 Value % Dec-03 Value %

$m $m $m $m $m
200868 2487498 7z 5.2 3.085.2 (1414} (5.8)
1.898.0 19450 48.0 25 22143 (228.3) 0.2
4024 1.034.6 {46.8) 5.5 7RG 1148 131
10,3443 94700 8713 4.2 #3871 1,654 2 233
76880 708 BF7.1 a1 5,308.4 1ATHE 2.8
26533 23581 2942 125 2UTET 5144 278
10,3443 94700 b ra ) 4.2 #3871 1,654 2 233
5.471.2 58038 BET.E 4.5 52714 1.196.8 228
38701 3.566.4 aoay a5 34187 ¥hd4.4 242
at4.0 652.2 151.8 228 502.0 3tz g52.2
2825 2187 358 18.5 184.8 677 B8
22048 2022 18.6 4.2 1755 449 255
1368.4 1218 1650 123 1083 278 262
8.8 418 7z 78 i) 184 259
8.0 A a4 t1.5 5.1 2008 3219
4.7 5.1 4.8 147 531 28 407
1] 522 187 8.2 493 16.6 3zt
482 8.4 1.8 374 31 151 458
45.9 419 {1.0} {24y L) 28 R3]
3z i) 17 442 14.8 174 fixdies
27z 2.4 48 214 jch| 4.1 Lrir
0.2 231 (2.9} (12.8} 283 8.1} 230
1282 1412 $12.00) 8.5 163.2 134 0% [
20524 17741 2730 167 152203 5301 348
Laan hal Loan growth No. of
held branches

$m $m %

2208 981 225 48
2959 2272 281 48
568.3 298.4 34.2 50

Branches opened in the 18 months prior to balance date are classified as New branches.
Fercentage growth for the December half-year has been annuakised for comparative puUrposes.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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2.3.4 Deposits and Funds Under Management

Increasef{Decrease) increasef{Decrease)
Dec-04 Jun-04 Value % Dec-03 Value %
$m $n $m $m $m
Deposits 14,280.6 10,1489 1.140.7 1.2 9,258.4 20302 21.9
Managed funds-Truster Coy 25678 21589 408.9 4.9 18744 5884 247
Deposits dissection: Bec-04 e Jun-}4 %  Movement
Retail 9.6826.3 853 G.0562.1 a2 577.2
Wholesaie - domestic 406.0 a0 e 5.8 306.8
Wholesale - offshore 754.3 8.7 487 7 448 256.6
Total deposits 11,2888 106.0 10,148.9 1030.0 1, 140.7
Deposits growth - by source Deposits Deposits growth Na. of
held branches
$m $m %a
Dec 84 half-year
Mew branches 3271 12219 2840 48
Jun 84 ful-year
Mew branches BBG.E 3128 K1oRE] 48
Jun 83 ful-year
Mew branches 801.3 4851 534 54

Branches opened in the 18 months pricr {o balance date are considered to be new.
Parcentage growth for the December kalf-year has been annualised for comparative purposes.

Funding Mix
%

Dec-02 Dec-03 Lec-04

Retail BWholesale

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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Retail deposits
$m

Dec-02 Dec-03 Lec-04

Growth in retail deposits continued during the period, increasing by $577 million,
substantially funding the achieved loan growth of $871 million. Wholesale funding
was utilised to meet the remaining funding reguirements of the strong ioan growth.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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2.3.5 Productivity and Expenses

Dec-04
$m
Met Operating Expenses
Borrowing costs LA
Staff and rafated costs 775
Ocoupancy costs 128
Information technology costs 1.8
Amortisation of goodwil 2.1
Property, plant and eguip costs 78
Fees and commissicns ag
Communications, postage & stationeny 4.6
Advertising & promation 4.4
Oher product & services delivery costs a0
Adminiskration axpanses 2.4
Specific ikems - operating expenses 28
Tetat net operating expanses 157 .8
Met operating sxpenses ko
net operating incoms FO0%
Met operating sxpenses ko
average assets 2.85%
Met operating sxpenses ko
average assets-inc] managed funds 2.2%
Mumber of staff (full-time equivalent) 2,154
Staff & related costs o
net operating incoms 35.4%

Jun-04
$in

G2
B68.8
11.8
23]
2.2
5.7
T3
10.6
4.4
1.0
11.6
5.9

143.6

86.6%

2.5%

2.0%

2570

33.0%

Efficiency Ratio - Operating Expenses/Total Income

%

74.0
72.0
70.0
68.0
66.0
64.0
62.0
60.0

Dec-02

Dec-03

Increasef{Decrease)
Value %
$m
3.1} (50.0%
5.9 6.4
140 a5
14 182
{G.1} {4.5)
14 333
o7 85
{G.4} 4.0%
5.5 1.4
140 14.3
1.4 2.7
(4.1} (59.4}
4.8 1.2
3.4% 51
0.1% 440
0.2% 1030
a4 4.1
2.4% V.3

Dec-04

Dec-03
$in

.3
883
11.2
122
2.1
5.8
8.9
4.5
4.4
6.8
1.3
14

138.6

7.2%

2.8%

2.2%

1881

35.4%

increasef{Decrease)
Value %
$m
(6.2} {B6.7)
8.2 135
1.8 143
(G4} (3.3)
- 0.0
18 31.0
1.1 15.9
G 1.4
5.5 1.4
1.4 21.2
A 20.4
1.4 100.0
186 134
(2%} (0.3
(G.29%} (7.1
0.6% 0.0
173 i
0.6% 0.0

Net operating expenses used in the above ratios is net operating expenses less specific expense itemns and goodwill

amortisation. Net operating income used in the above ratios is net operating income less specific income items.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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Staff and related costs increased 14% compared to previcus corresponding period.
This increase came as a result of wage increases awarded under the group's
certified agreement and other salary increases, together with an increase in full time
equivalent staff numbers of 173 for the calendar year. The majority of full time
equivalent staff increases were in our retail division, reflecling the growih In
business, the delivery nefwork and business opporiunities.

Occupancy costs increased by 14%, reflecting increased rental and insurance
expenses.

Property, plant and equipment costs have increased by 13% due to the inclusion
of $1.5 million, being the boock value of land and buildings ($0.5 million) and an
equity investment {$1.0 million) sold during the period. December 2003 half-year did
not include similar figures.

Fees and commissions increased by 16% predominantly due to an increase in the
market development incentive paid to Community Banks. This increase reflects the
growth in business in Community Banks and the expansion of the Community Bank
network. Other management fees also increased in the review period.

Other product & service delivery costs have increased 21% predominanily to
increased ATM costs including cash delivery, leasing and service call cosis. This
reflects the growth in the ATM network, which has increased from 268 to 209
machines over the 6 months and growth in transaction volumes. Income from this
channel also increased when compared to the corresponding period.

Administration expenses have increased 20% and includes external consulting
and legal services, regulatory levies, travel expenses and motor vehicle costs.

Specific expense item for 2004 is the book value of sold shares in [OOF Holdings
Ltd; 2003 specific item is the book value of sold properties.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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2.3.6 Bad and Doubtful Debts

Bad debis expanse

Provin doubtful debis - expense

Prowvin doubtful debis - specific

Provin doubtful debts - general

Provin doubtful debis - total

Loan write-offs {annualised) to
average assels

Totat provision for doubifut debts
to gross loans

General grovision for doubtul debis
to risl-weighted assets

The batances of the components of provision for doubtul debis are:

Specific provisions
General provision

Total balance in provisions for doubiful debts

The movement in provisions comprise:
Balance at.June

Bad and doubiful debts expense to profit and joss

Bad debis written off
Balance at December

Total bad debts written off for the period, as shown above, comprises:

Bad debis previousty provided for
Ciher bad debts

Total Provisions for Doubtful Debts
Smit

Deec-02

Increasef{Dacrease}
Bec-34 Jun-04 Vatue k3
$in $m $m
(0.1} 0.1 G.2) {200.0)
8.4 7.8 12 158
a% a1 Ga 9.3
57.7 534 43 8.1
6.6 615 5.1 8.3
0.06% 0.07% {0.01%) (14.3}
0.64% 0.65% {0.01%) (1.5}
0.7%9% 0.78% 0.60% 0.0
66.6

increasef{lecreasa)
Dec-¥3 Value %
$in $m
48 6.7} (116.7)
5.8 a0 517
45 {6.8) {6.3)
483 4.4 19.5
578 B8 15.2
0.06% 0.006% 0.0
0.64% {G.05%} 7.2
0.7%9% 0.00% 0.0
Dec-i34 Jun-04  Movement
B9 8.1 0.8
57.7 53.4 4.3
6.6 £81.5 5.1
Bpecific General Total
8.1 534 81.5
4.4 4.4 87
(3.6} - 4.8
8.9 57.7 66.6
37
0.t
38

Dec-03 Dec-04

General W Specific

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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2.3.7 Asset Quality

Non-accrual accounts-
Ful-performing
Part-periarrning
Nen-perfarming

Total non-accruat assets

Legs: Spacific provisions

Net iImpaired assets

Gross non-accrus o gross oans

MNet irnpaired 1o gross inans
Pravisian coverage

increase{Decroase) IncreasaiDecrease)
Dee-04 Jun-04 Valus £ Dac-03 Value %
$m Fim $im $m $m
16 3y 24 (56.8) 2.1 {1.5) 148 43
16 5.2 B.9 75.0 9.3 a8 731
177 128 4.8 arz2 124 5.3 427
(5.9} (2.4) [C.9) 11.3 (5.6} 0.7 (7.3]
4.8 4.2 24 726 2.8 a0 214.3
G 17% 01449 0.03% 214 G.15% 0.02% 13.3
(.08% 0.05% 0.04% 8C.0 C.03% .06% 200.0
3T6.0% 477 0% {10%%) (21.2) A66. 0% [20.0%) {18.33

Pravisian covarage is Provisions for doabtfol debds - total | divided by Total nos-acorual assets.

Past due 50 days
Well sgcared
Porifofie facililizs {nod well sasured}

54.5
16

571 [2.2) {3.53 477 T2 154
18 (C.3) (12.8) 25 (o3 {38.0%

Leans past dus SG days - well sscarad insludes 5147 milion (Jun 94: $13.2 milien, Dac 03 $12.9 million) of loans dues o
thair review date expirgng mare than 90 days ago, bal which ar2 sotin paymert dafaclf.

Net impaired loans/Gross loans

%

0.12 -
0.10 4
0.08 4
0.06
0.04 4

0.02 4

0.00 4

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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2.3.8 Assets and capital

Group assets

Capital adaquacy
Risk-weightad assets
Risk-weightad capital adequacy
- Ther 1
- Ther 2
Met tangible assets par
fully paid share
Ma. of fully paid shares on issue - 000's
Equity

Assets under management
Off-balance sheet Ipans
Sandhurst Trustee Company

Teotat Group assets under management

Teotat Group managed assets

Dec-(4
&m

12,3402

7.267.7
10.48%
8.15%
2.32%

54 55
141,015
7o3.0

303
16373
23878

14766 8

Increasef{Decrease) increasef{Decrease)
Jun-04 Value e Dec-03 Value %
$m $m $m $m
11.2684.5 1147 4.9 10.210.4 21888 214
5.767.2 4705 8.4 5.088.3 11754 1484
15.55% 5.13% 1.3 15.268% 5.22% 24
8.58% 0.22%) {28 8.30% 0.14%:) (17
1.97% 5.35% 174 1.86% 5.38% 184
4.40 015 a4 $4.05 $0.50 123
139,378 16837 1.2 133,874 ALY 5.3
676.4 265 a4 5% 1 4.9 168
a60.7 (136.4) (15.2% G36.4 (2061} {2209
10852 2481 174 13157 3204 248
22459 1477 5.2 225041 1178 5.2
13,5344 1.252.4 4.1 124805 23083 185

Total assets rose by $1.1 billion during the reporting pericd, or 9.9%, with assets
under management increasing 9.1% to $14.8 billion as at 31 December 2004.

Risk weighted assets increased by 6.9% and the group’s capital base was up by 4%
to $703 million during the reporting pericd. The group continues to be strongly
capitalised with tier one ratio at 8.16% and tier two of 2.32%.

2.3.9 Retained profils

Retained profits at beginning of financial year

Met prefit attributabie to members of Bendigo Bank Limited

Teotat available for appropriation
Transfer {fo}from reserves

2004 Finat dividend paid {2003: 2003 final dividend paid}

Retained profits at 31 December

Bec-04 Dec-03  IncH{Dec)

$m $m Y
1156 858 3487
42 8 3485 237
1624 1262 351
(29.8) (24.3) 226
132.6 95.9 383

The dividend paid value excludes those shareholders that have elected to take bonus shares in lieu of dividends.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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2.3.10 Dividends

Increasef{Decrease) increasef{Decreass)

Dec-04 Jun-04 Value Y Dec-03 Value %

Ciividend per share - cents 8.0 238 4.0} (17.4} 1.0 20 1.8
Gividend amount payable - fm 254 8.8 (4.4} (14.8} 215 KR 18.1

Total Dividends paid
cents

40 -
35 4
30 -
25 -
20 -
15 -~

2002 2003 2004 2005

H Interim W Finai

Our ability to continue fully franked dividends in the near ferm remains strong, with
our adiusted franking account balance standing at $55.2 million after allowing for the
interim 2005 dividend.

The dividend pay-out ratio for the half-year for operating profit before specific items
is 65.2%, or 59.3% after specific items.

Dividend Reinvestment Plan

The Dividend Reinvestmenit Plan provides shareholders with the opportunity of
converting their dividend entitlement info new shares. The issue price of the shares
is egual to the average closing price of Bendigo Bank shares traded on the
Australian Stock Exchange over the five trading days up to and including the Record
Date. Shares issued under this Pian rank eqgually with all other ordinary shares.

Bonus Share Scheme

The Bonus Share Scheme provides sharehoiders with the opportunity to elect to
receive a number of bonus shares issued for no consideration instead of receiving a
dividend. The issue price of the shares is equal to the average closing price of
Bendigo Bank shares traded on the Australian Stock Exchange over the five trading
days up to and including the Record Date. Shares issued under this scheme rank
equally with all other ordinary shares.

The last date for the receipt of an election notice for participation in either the
Dividend Reinvestment Plan or Bonus Share Scheme for the 2005 interim dividend
is 16 March 2005.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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2.4 Additional notfes

2.4.1 Investments accounted for using the equity method

Name Ownership interest held Balance date
by consolidated entity
2004 2003
Yo Yo
Flders Rural Bank Ltd 50.0 50.0 31 December
Tasmanian Banking Services Ltd 50.0 50.0 31 December
Community Sector Enterprises Pty Lid 50.0 50.0 31 December
BSX Group Holdings Ltd 49.8 20.9 31 December
Homesafe Solutions Pty Ltd 50.0 - 31 December

(i} Principal activities of associated companies

Flders Rural Bank Ltd — bank

Tasmanian Banking Services Ltd — financial services
Community Sector Enterprises Pty Lid — financial services
BSX Group Holdings Ltd — financial services

Homesafe Solutions Pty Ltd — financial services

December December
2004 20603
$m $m
(i} Share of associates’ profits
Share of associates'
operating profits before income tax 8.5 7.9
income iax expense atiributable to operating profits {2.8) (2.4)
operating profits after income {ax 5.9 5.5
Share of associates' operating profits after income tax:
Flders Rural Bank Ltd 56 5.
Tasmanian Banking Services Ltd 0.4 0.
Community Sector Enterprises Pty Lid 0.1 (O.
BSX Group Holdings Ltd (0.1}
Homesafe Solutions Pty Ltd {0.1}
5.9 5.5

Elders Rural Bank Ltd reported an after-tax profit for the 6 months to December
2004 of $11.3 million. The interim result represented an increase of 2% on the
corresponding result of $11.0 milfion in the same period last year and reflecis
increased competition in rural banking and margin pressures. Despite this, business
grew strongly with loans increasing by 5% to reach $2.0 billion, deposits increasing
14% to $2.1 billion and a 10% increase in customers to approximately 45,000
customers. Net non-performing loans as a perceniage of gross ioans fell to 0.47%,
the best result in Elders Rural Bank's five years of operations.

During the half Elders Rural Bank was awarded it first public credit rating by
Standard and Poor’s. The receipt of the investment grade rating significantly boosis
the Bank's capacily to attract deposits from a wider range of financial market
participants. Bendige Bank retains a 50% interest in this entity.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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Tasmanian Banking Services Ltd is a joint veniure between Bendigo Bank and
Tasmanian Perpefual Trustees providing banking services in Tasmania. Launched in
November 2000, there are now seven branches holding in excess of $430 million in
banking business, which represents growth of $64 million over the past six months.

Community Sector Enterprises Pty Lid was launched in July 2002, Community
Sector Enierprises is a joint venture between the Bank and 20 not-for-profit sector
bodies. Based on the Community Bank mode, if delivers banking services to the
not-for-profit sector in return for a share of the margin and fee income. This
improves the return on capital for the sector, enhancing its ability to deliver services
to the community. in line with Bendigo's strategy to bank discrete communities, it
provides the Bank with a distribution channel providing access 1o a geographically
diverse community of interest. The joint venture is recording regular monthly
operating surpluses.

BSX Group Holdings Ltd is the holding company of Bendigo Stock Exchange
Limited (BSX).

BSX aims {o operate a range of specialist markets, particularly emerging enierprises
and rural and regional companies. [t offers ifs services to provide growth solutions
for emerging businesses, particularly rural and regional enterprises. In December
2004, BSX announced it was pursuing a merger with the recently listed Newcastle
Stock Exchange to form a single national alternative market for small to medium
enterprises.

Homesafe Solutions Pty Ltd is the management company responsible for the
development, marketing and managemeni of a new product {Bendigc Homesafe
Equity Release) to be launched in the first half of the 2005 calendar vear. The
product will enable aged home-owners to access the equily in their homes in a
secure and cost efficient manner. Homesafe Solutions Pty Lid is licensed 1o sell the
product under the Bendigo Bank name, and will also manage the trust established to
provide funding for the product.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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2.4.2 Capital Adequacy

The Australian Prudential Regulation Authority {APRA) guidelines require capital to
be allocated against credit and market risks. Banks must maintain a ratic of
gualifying capital {comprising Tier 1 and Tier 2 capital}, to risk weighted assets and
off-balance sheet exposures determined on a risk weighted basis, of which at least
haif must be Tier 1 capital. The Bank adopted the ‘standard model' approach
prescribed by APRA to measure market risk. The resultani capital after appiying a
numeric conversion factor forms part of risk-weighted assets.

December June
2004 2004
$m $m
Risk weighted capital ratios
Tier 1 8.16% 8.38%
Tier 2 2.32% 1.87%
Total capitat ratio 10.48% 10.35%
Qualifying Capital
Fier 1
Contributed capital 565.3 551.6
Retained profits & reserves 112.7 97.9
Less,
intangible assets {61.5} {63.7)
Net fulure income tax benefit {11.4) {8.4}
Other adjusiments as per APRA advice {12.0) {7.7}
Total Tier 1 capitat 583.1 569.7
Fier 2
General provision for doubtful debis 40.4 37.4
Unsecured subordinated perpetual convertible capital notes - -
Subordinated capital notes 2383 188.3
Asset revaluation reserve 4.9 4.9
284.6 2418
Less,
Subsidiary investment residual 9.0 {8.8}
Total Tier 2 capitat 27586 232.7
Less,
Investments in non-consolidated subsidiaries or associates and other banks' capital instruments  {106.8) {99.1)
Total qualifying capital 7618 703.3
Risk Weighted Assets 1.267.7 6,797.2

Capital adequacy
%

12 4 1064 10.26 10.48

Dec-02 Dec-03 Dec-04

M Tier 1 less deductions ETier 2

information contained in this report should be read in conjunction with the June 2004 annual financial report.

25



BENDIGO BANK LTD Appendix 40): Half Year Report
ABN 11 088 D49 178 Period ending 31 December 2004

2.4.3 Credif Ratings

Short Term Long Term QOutiook
Standard & Poor's A2 BBB Positive
Fitch Ratings F2 BBB+ Stable

as at February 2005

On 2 February 2004, Fitch Ratings, the international ratings agency upgraded
Bendigo Bank's long term rating to BBB+ from BBB. These were affirmed on 9
February 2005.

Fitch cited "Bendigo's strong commitment to relationship banking as providing a solid
platform for growth, improved financial performance and mainienance of capital
ratios as positive developments enhancing the bank’s credit worthiness.”

On 18 March 2004, Standard & Poor's Ratings Services revised the rating outlook
on Bendigo Bank to positive from stabie, and at the same time, affirmed the 'BBB’
long-term and ‘A-2' short-term counterparty credit ratings.

The outlock revision o positive reflects Standard & Poor's view that Bendigo is
steadily transitioning into a larger, stronger, more diversified institution.

2.4.4 Contributed Equity

Changes to issued and guoted securities during the period

Ordinary shares $m
139,378,355 fully paid ordinary shares at beginning of financial year 551.8
September 2004 — 1,107,312 shares issued at $9.74 under Dividend 1.8

Reinvestment Plan

September 2004 — 229,806 shares issued at $9.74 under Bonus -
Share Scheme (in lieu of dividend payment)

November 2004 - 300,000 shares issued at $9.99 under Employee 3.0
Share Ownership Plan

141,015,473 fully paid ordinary shares at December 2004 565.4

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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3. Statutory half-year financial report

3.1

3.1.1

3.1.2

Directors’ Report

Your Directors submit their report for the half-year ended 31 December 2004.

Directors

The names of the directors of the Board of Bendigo Bank who have held office
during the half-year and up to the date of this report are as below. Directors were in
office for the entire period unless otherwise stated.

Richard A. Guy OAM {Chairman)

Robert N. Johanson {Deputy Chairman)
Robert G. Hunt AM {Managing Director)
Neal J. Axelby

Jennifer L. Dawson
Donald J. Erskine
Terence J. O'Dwyer
Kevin E. Roache

Review of operations

The Group recorded strong growth in revenues and profits during the half year with
all major divisions improving their overall contribution to the result.

Profit after tax increased by 24% to $42.8 million when compared to the half-year
ended 31 December 2003. This result included specific income and expense items
that coniributed $3.9 million after tax (2003: $1.4 million). Profif before specific items
was $38.9 million, a 17% increase over 2003.

Profit before tax increased by 19% to $60.5 million. This result included specific
income and expense items that coniributed $5.5 million (2003: $1.9 million). Profit
before tax and specific items was $55.0 million, an increase of 12% over December
2003.

Group assets increased 10%, or $1.1 billion in the half-year. Group assets at 31
December 2004 were $12.4 billion.

The {otal capital adequacy ratic increased during the half from 10.35% to 10.48%
and remains comfortably above the required level. Tier one capital decreased
during the half year from 8.38% to 8.16% with Tier two capital increasing from 1.97%
to 2.32%.

A final dividend of 23.0 cents per share, fully franked at 30%, was paid on 30
September 2004 in respect of the year ended 30 June 2004. An interim dividend of
19.0 cents per share {up from 17.0 cents - Interim 2004), fully franked at 30%, wili be
payable on 31 March 2005.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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3.1.3

3.1.5

3.1.6

Significant changes in the state of affairs

The following significant change in the state of affairs of the chief entity ooccurred
during the half-year.

a) In October 2004, 1,107,312 shares were allotted at an issue price of $9.74 to
those shareholders participating in the Dividend Reinvestment Plan,
increasing share capital by $10.8 miilion.

b} Following approval at the Annual General Meeting in October 2004, an issue
of shares was made o the Managing Director under the Employee Share
Ownership Plan. 300,000 shares were issued in November 2004 at a price
of $8.989, increasing share capital by $3.C miliion.

In the opinion of the directors, there were no other significant changes in the state of
affairs of the economic entity that occurred during the half-year under review not
otherwise disclosed in this report or the financial statements.

After halance date events

No matters or circumstances have arisen since the end of the half-year o the date of
this report, which significantly affected or may significanily affect the operations of
the economic entity, the resulis of those operations, or the state of affairs of the
economic entity in subseguent financial periods, except for the proposed offer of
Perpetual Step-up Preference shares and an on-market buy-back of ordinary
shares, as disclosed in the Subsequent Evenis note to this financial report.

Rounding of amounts

The amounts contained in this report and in the financial statements have been
rounded off under the oplion available to the company under ASIC Class Order
98/0100. The company is an entity to which the Class Order applies. The Class
Order allows for rounding to the nearest $00,000.

Independence of auditor

The Bank's audit commiitee has conducted an assessment of the independence of
the external auditor for the period ended 31 December 2004. The assessment was
conducted on the basis of the Bank's audit independence policy and the
requirements of the Corporations Act 2001. The assessmenti included a review of
non-audit services provided by the auditor and an assessment of the independence
declaration issued by the external auditor for the period ended 31 December 2004,
The audit commitiee's assessment confirmed that the independence requirements
have been met. The audif commitiee's assessment was accepted by the full Board.
A copy of the auditor's independence deciaration is provided at the end of the half-
year financial report.

Signed in accordance with a resolution of the Board of Directors.

R. A. Guy OAM, Chairman

Bendigo

14 February 2005

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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3.2 Condensed statement of financial performance
For the half-year ended 31 December 2004

fote Consolidated
2804 2003
Revenue from ordinary activities $m m
Net interest revenue
interest revenue 3708 2845
interest expense 232.8 161.7
Netf interest revenue 137.8 122.8
Other revanue from ordinary activities
Dividends 2.8 42
Feas ~asse! products 12.4 2.4
- Hability products and electronic delivery 257 2.0
~rusiee, management and ofher services 4.7 4.8
- securifisation 34 4.9
- ofher 4.2 42
Commissions ~insurance 34 25
- ofher 4.8 2.0
FPropery revenus 0.4 .5
Other operating revenue 2.7 12
Specific income items 352 8.3 3.3
Total cther revenue from ordinary activities B80.2 B5.8
Share of associates' net profits {losses} accounted
for using the eguity methed 8.5 7.9
Total revenue afier inferest expense 228.5 198.3
Expenses from ordinary activities
Bad and doubtful debts
Bad and doubtful debis 87 84
Bad debis recovered 0.3} {01}
Total bad and doubifui debis 5.4 8.3
Other expenses from ordinary activities
Borrowing costs 2.1 .3
Staff and related cosis 775 68.3
Occupancy cosfs 12.8 1.2
information technology costs 1.8 122
Amortisation of gocdwill 2.1 2.1
FProperty, plant and equipment costs 78 58
Fees and commissions 8.4 89
Administration expenses 342 3ns
Specific expense ifems 352 2.8 1.4
Total expenses from other crdinary activifies 157.8 130.0
Profit from ordinary activities before income tax expense 80.5 510
income tax expense relating to ordinary activities {18.3} {18.0}
Specific tems income tax expense 352 {1.8} {15}
Net profit 428 345
Met {profitiioss atfribuiable to cuiside equily inferest 0.2 .1
Net profit attributable to members of Bendigo Bank Limited 42.8 348
Transfer (fo}lfrom reserves - -
Total revenues, expenses and valuation adjustments atiribuiable to
members of Bendigo Bank Limited and recogrised directly in equity - -
Total changes in Equity other than those resuiting from
transactions with owners as owners atfributable to members
of Bendigo Bank Limited 428 348
Hsasic earnings per share {cenis per share) 30.5 288
Diluted sarnings per share {cents per shara) 305 288
Franked dividends per share {cenis per share) 1840 7.4

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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3.3 Condensed statement of financial position
For the half-year ended 31 December 2004

Consofidated
As at As at As 8t
Ihboc-b4 30dun-04 .Dec-83
Mote $m Fm $m
Assets
Cash and liquid assets 182.9 187.8 193.3
Due from cther financial institutions 51.4 1576 5688
Investmeant securities 1,560.0 12202 1,280.8
Loans and other receivables 10,237 .2 8937258 83008
Shares - other 243 273 281
Imvesimants accounted for using the equily method 11401 1011 852
Propety, plant & equipment B2.4 5686 561
Deferred tax assets 338 3z8 283
Imangibles B1.5 837 658
Jther assets 105.6 851 1051
Total Assets 12,398.2 11,284.5 10,2104
Liabilities
Due to other financial institutions 547 1283 857
Deposits 11,2886 10,1489 89,2554
FPayablas Y28 BT 646
Current fax liabilities 8.5 B9 4.9
Provisions 284 271 252
Subardinated debt 2383 1993 186.3
Deferred tax Habilifies 4.8 8.3 5.2
Total Liabilities 11,695.2 14,608, 1 5,602.3
Net Assets 703.0 B76.4 G081
Equity
Parert entity inferest
Confributed capital 5654 5518 5088
Reserves 5.4 54 3.3
Retained profits 3.5.3 132.6 118.6 o5 8
Total parent entity interest in equity 703.4 G766 BOY 8
Total cutside equity interest {0.4) (5.2} 6.2
Total Equity 70:3.0 B76.4 G081

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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3.4 Condensed statement of cash flows
For the half-year ended 31 December 2004

Consotidated
2064 2003
$m $m
CASH FLOWS FROM OPERATING ACTIVITIES
nterest and other items of a similar nature received 364.8 2858
Borrowing costs paid {230.2) {163.2}
Receipts from customers {excluding interest) 693 634
Payments to suppliers and employess {169.3} {187.8}
Dividends received 8.2 5.0
income taxes paid {20.1} {18.4}
Net cash flows from operating activities 208 {15.2}
CASH FLOWS FROM INVESTING ACTIVITIES
Cash fiows for purchases of property, plant and eguipment {13.3} {10.9}
Cash proceeds from sale of property, plant and eguipment 45 24
Cash paid for purchases of equity investments {8.0} {10.6}
Cash proceeds from sale of equity investments 0.0 -
Net increase in balance of loans cutstanding {861.7} {786.2}
Net increass in balance of investment securities {340.7} {150.9}
Net cash Hows used in investing activities {1,214.2} {856.2}
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from shares issued - 15.3
Net increass in balance of retall deposits 5722 1.013.8
Met increase in balance of wholesale deposits 563.6 30
Net ingreasel/{decrease) in balance of subordinated debt 40.0 {10.6}
Dividends paid {19.0} {15.3}
Net cash flows from financing activities 1,156.8 11,0063
MNet increasel/{decrease} in cash held {36.6} 34.9
Add cash at the beginning of the financial period 186.2 159.4
Cash at the end of the half year 1486 194.3
NOTES TO THE CONDENSED STATEMENT OF CASH FLOWS
{a) Cash Hows presenited on a net basis
Cash flows arising from the following activities are presented on a
net asis in the statement of cash flows.
Net increase in balance of leans cutstanding
MNet increase in balance of investment securities
Net increase in balance of retail deposits
Net increass in balance of whelesale deposits
Net increase/{decrease) in balance of subordinated debt
- Proceeds from share issues is net of capital raising costs
{h) Reconcifiation of cash
For the purposes of the stetement of cash flows, cash includes:
Cash and liquid assets 152.8 1933
Due from other financial institutions 514 58.8
Due to other financial institutions {54.7} {55.7}
Other {rounding) - {D.1}
149.6 1943

Cash and liquid assets are ilems readily convertible into cash and generally
repayable on demand Amounts due to and from other financial institutions relate to
inter-bank settlement processes and are generally repaid within 2 working days.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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3.5 Notes to and forming part of the financial statements

3.5.1 Statement of significant accounting policies

a) Basis of preparation of the interim financial report

The half-year financial report is a general purpose financial report which has been
prepared in accordance with the Banking Act, applicable Accounting Standards
including AASB 1029 “Interim Financial Reporting”, other mandatory professional
reporting requirements (Urgent issues Group Consensus Views), Corporations Act
2001 and the reguirements of law so far as they are applicable to Australian banking

corporations.

The half-year financial report has been prepared in accordance with the historical
cost convention, except for freehold land and buildings on freehold land, which are

measured at their fair value.

The half-year financial report does not include notes of the type normally included in
an annual financial report and therefore, cannot be expecied to provide as full an
undersianding of the financial performance, financial position and finance and

invesiing aclivities of the consolidated entity as would a full financiai report.

It is recommended that the half-year report is read in conjunction with the annual
Financial Report of Bendigo Bank Limited as at 30 June 2004, iogether with any
public announcements made by Bendigo Bank Limited and its controlled entities
during the half-year ended 31 December 2004 in accordance with the continuous

disclosure obligations arising under the Corporations Act 2001.

For the purposes of preparing the half-year financial report, the half-year has been

treated as a discrete reporting period.

b} Changes in accourting policies

The accounting policies adopted are consistent with those of the previous financial

year ended 30 June 2004,

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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3.5.2 Specific items

a Specific income and expense items
Profit from ordinary aclivities before income tax expense includes the following income
and expenses where disclosure is relevant in expiaining the financial performance of the
entity:

Consolidated
2004 003
S $m
Profit from ordinary acfivities before income ax expense includes the following income and expenses
whers disclosurs s relevant in sxplaining the financial performance of the entity:
Specific income ftlems
Proceeds on sale of IGGF Holdings Limited shares TR -
G8T refund on electronic transactions - 1.4
Proceeds on sale of Cashcard shares (first adjustment armount} 0.5 -
Proceeds on sale of properties - 1.9
8.3 3.3
Specific expense lfams
Book vaiue of IOOF Holdings Linited shares sold 28 -
Book valte of properties sold - 1.4
2.8 1.4
Net specific items before income fax 5.5 19
income tax applicable to specific income and expense ifems i1.6) (0.5)
Specific items after income tax 3.8 1.4
b Specific items - gains/(losses)
Profit/loss) from disposal of property - 0.5
Profit/{loss) from sale of other investments 55 -

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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3.5.3 Retained profits

Profit from ordinary acdtivities after income tax expense
attributable to members of Bendigo Bank Limited

Retained profits at beginning of the financial year
Total available for appropriation

Dividend paid — Final 2004 (2003: Final 2003)
Aggregate of amounts transferred (to)/ffrom reserves

Retained profits at the end of the haif-year

Consolidated

2004 2003
$m $m
4z2.8 346
119.6 856
162.4 120.2
(29.8) (24.4)
132.6 95.8

3.5.4 Dividends paid or provided for on ordinary shares

Dividends paid during the half-year:

Final dividend 2004 - 23.0 cents (Final dividend 2003 -

20.0 cents)

Dividends proposed since the reporting date, but not
recognised as a liability:

Consolidated

2004
$m

298

254

interim dividend 2005 - 19.0 cents (Interim dividend 2004 —

17.0 cents)

2003
$m

244

215

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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3.5.5 Average balance sheets and related interest

For the six month period ended 31 Decamber 2664 Average Intarest Avarage
Batance 6 miths rate
Note $n sm %
Average balances and rates i
Interest earning assets
Cash and liquid assets 1248 o7 112
investment securities 14225 40.3 5.87
Loans and other receivables 2 9,844 7 3288 6.63
11,4821 370.8 G.45
Non interest earning assets
Property, plant & equipment 598
Provisions for doubtful debts {B84.7}
Other assets 303.8
298.8
Total assets {average balance) 11,7908
interest bearing liabilities and equity
Deposits
Retail 89,2751 182.9 3.84
Wholesale - domestic 819.6 228 5.56
Wholesals - offshore 8473 18.3 5.96
Other borrowings
Subordinated debt 2250 7.8 6.93
10,9670 232.8 4.25
Non interest bearing liabilities and equity
Other liabilities 2858
Equity 528.1
8238
Total liabiliies and equity 11,7809
interest margin and interest spread
interest earning assets 11,482 1 370.6 G645
interest bearing liabilities {10,967 0} {232.8) {4.25}
MNet interost income and interest spread 3 137.8 220
Met interest margin 4 2.48
impact of community bankfalliances profit share arrangements
Met interest margin before community banld/alliances shars of net interest income 2.81
Less impact of community bank/alliances share of net interest income 0.41
Met interest margin 2.40
1. Average balance is based on monthly closing balances from 30 June 2004 through 31 December 2004 inclusive,
with the exception of Wholesale domestic, which is based on a daily closing balance.
2. interest includes an adjustment for share of margin paid to Community Banks and other alliance pariners.
3. interest spread is the difference between the average interest rate earned on assets and the average interest rate
paid on funds.
4. interest margin is the net interest income as a percentage of average interest earning assefs.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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For the six month period ended 30 June 2004 Average Intarest Avarage
Batance & mhy rate
By $m %
Hote

Average balances and rates i
Interest earning assets

Cash and liquid assets 1298 8.8 0.83
investment securitiss 13023 375 578
Loans and other receivables 2 B,915.0 292.9 6.57
10,346.8 331.0 640
Non interest earning assets
Property, plant & equipment 575
Provisions for doubtful debts {60.1}
Other gssets 2834
280.8
Total assets {average balance) 10,837.7

interest bearing liabilities and squity

Deposits
Retail 8,713.8 164.4 377
Wholesale - domestic 507 .4 14.2 5.80
Wholesals - offshore 45658 14.1 619
Other borrowings
Subordinated debt 2087 7.4 7.08
09,8855 200.1 4.05
MNon interest bearing liabilities and equity
Other liabilities 146.9
Equity 8053
752.2
Total liabiliies and equity 10,8377
Interest margin and interest spread
interest earning assets 10,346.9 331.0 6.40
interest bearing liabilities {9,885.5} (200.1) {4.05)
MNet interost income and interest spread 2 130.9 2.35
Met interest margin 4 2.53
impact of community bankfalliances profit share arrangements
Met interest margin before community banld/alliances shars of net interest income 2.91
Less impact of community bank/alliances share of net interest income 0.38
Met interest margin 2.53
1. Average balance is based on monthly closing balances from 30 June 2004 through 31 December 2004 inclusive,
with the exception of Wholesale domestic, which is based on a daily closing balance.
2. interest includes an adjustment for share of margin paid to Community Banks and other alliance pariners.
3. interest spread is the difference between the average interest rate earned on assets and the average interest rate
paid on funds.
4. interest margin is the net interest income as a percentage of average interest earning assefs.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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For the six month period ended 31 Decamber 2663 Average Intarest Avarage
Batance & mthe rate
By $m %
Hote

Average balances and rates i
Interest earning assets
Cash and liquid assets 123.4 0.4 070

investment securities 1.181.1 30.2 5.1
Loans and other receivables 2 7.9785 2530 637
9,283.0 2845 6.13
Non interest earning assets
Property, plant & equipment 549
Provisions for doubtful debts {56.8}
Other assets 2822
280.5
Total assets {average balance) 89,5635
Interest bearing liabilities and equity
Deposits
Retail 7.848 2 136.7 344
Whotesale - domestic 3504 87 4.87
Wholesals - offshore 359.0 8.9 548
Other borrowings
Subordinated debt 198.0 8.5 6.56
B,855.6 161.8 386
Non interest bearing liabilities and equity
Other liabilities 134.2
Equity 573.7
707.9
Total liabiliies and equity 89,5635
interest margin and interest spread
interest earning assets 9,283.0 2845 613
interest bearing liabilities {8,855 .6} {161.8) {3.88}
MNet interost income and interest spread 3 122.7 247
Met interest margin 4 264
impact of commuinity bankfalliances profit share arrangements
Met interest margin before community banld/alliances shars of net interest income 2.99
Less impact of community bank/alliances share of net interest income 0.35
Met interest margin 2.64
1. Average balance is based on monthly closing balances from 30 June 2003 through 31 December 2003 inclusive,
with the exception of Wholesale domestic, which is based on a daily closing balance.
2. interest includes an adjustment for share of margin paid to Community Banks and other alliance pariners.
3. interest spread is the difference between the average interest rate earned on assets and the average interest rate
paid on funds.
4. interest margin is the net interest income as a percentage of average interest earning assefs.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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3.5.6 Segment reporting

(a) Business segments
31 December 2004

Retait  Community Waalth JiVantures,
Banking  Banking  Sofutions o8 gininations Yatal
Revenue $m $m $m $m §m $m
Net inferest revenue
External interest revenue 2633 524 7.5 474 - 3768
External interest expense {154.8} {36.8} {4.8) {36.8) - {232 B}
Net intersegment interest iG.1) - - 0.1 - -
Net interest revenue 108.4 15.8 2.8 10.7 - 137.8
Other revenue
Other exfernal revenue 40.9 8.7 20.2 9.4 - 80.2
Other intersegment revenue 4.7 - - 1.7 (6.4} -
Total cther revenue 456 a7 20.2 11.1 (6.4} B8G.2
Share of net profit of squity
acoouried investnents - - - B.5 - 5.5
Totfal segment revenue affer inferest expense
External revenue after interest expense 1459.4 2585 231 285 - 2285
Intersegment revenue after inferest
EXpERSE 4.6 - - 1.8 (6.4} -
Total revenus after inferest expense 154.0 255 231 30.3 (6.4} 226.5
Results
Segment resulf 3186 SR 1.6 6.8 (6.4} 80.5
Imernal cost allocations 1.6 (1.5} i0.6) 0.5 - 3.0
onsolidated entify profit from ocrdinary activities
before income tax expanse 33z 54 1.0 173 (6.4} 805
Income tax expenss {1060} (1.8} {3.3) {3.03 - {17.8}
Jutside squity intarests - - - 0.2 - 3.2
onsolidated entify profit from ocrdinary activities
after iNncome tax expense 232 38 77 4.5 (6.4} 428
Assets
Segment assets 8,789 21841 137.2 3,181.9 - 12,2881
Equity accounted assets - - - 140.1 - 1161
Total assets 8,7B8.9 2,181 137.2 3,272.90 - 12,398.2
Liakilities
Segment liabilities 5,955.8 2,861.8 182.3 2,6956.8 - 11,686.2
Other segment information:
Mon-cash expenses
Depreciation 58 6.5 G.3 2.5 - 71
Amortisation of gocdwill & intangibles 1.5 - 3.2 0.4 - 21
Non-cash expenses other than
depreciation & amortisation 16.8 2.1 3.0 a7 (6.1} 6.8
Acgquisition of propary, plant and equipment,
infangible assels snd other non-current assefs 16.0 0.4 3.2 57 - 22.3

Applicable commercial rates are used as the basis for pricing Intersegment funding.
Imernal cost allocations are undertaken on the basis of internal objective assessments.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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(a) Business segments cont'd...

31 December 2003

Retait  Community Waalth JiVantures,
Banking Banking Solutions :;iia“s":s i Etiminations Yotal
Revenue $m Sm $m $m §m $m
Net inferest revenue
External interest revenue 2083 304 7.2 35.8 - 2845
External interest expense {112.1} {18.3} {4.8) (28.7) - f181.7}
Net intersegment interest (3.1 .1 -
Net interest revenue 96.1 12,1 2.8 2.0 - 122.8
Other revenue
Other exfernal revenue 388 7.8 7.3 0.8 - 856
Other intersegment revenus 5.7 - 3.6 1.4 (7.7} -
Total cther revenue 453 7.8 17.9 2.2 (7.7} 556
Share of net profit of equity
gocoumnted investments - - - 7.8 - 7.8
Totfal segment revenue affer inferest expense
External revenue after interest expense 1358 264 19.9 20.8 - 1983
Intersegment revenue after inferest
EXpERSE 5.8 - 3.8 1.5 (7.7} -
Total revenus after inferest expense 1414 200 20.5 221 (7.7} 196.3
Results
Segment resulf 333 5.1 8.2 84 (3.8} 51.0
Imernal cost allocations {2 5} (2.5} {04} 5.4 - -
onsolidated entify profit from ocrdinary activities
before income tax expanse 8 25 TE 13.4 (3.8} 81.0
Income tax expense (9.2} {G.8} {2.3) {4.2) - {16.5}
Jutside squity interests - - - 0.1 - 3.1
onsolidated entify profit from ocrdinary activities
after income tax expense 216 1.8 5.5 8.3 (3.8} 346
Assets
Segment assets 58754 1,603.8 1255 268107 - 10,1152
Equity accounted assefs - - - 052 - 052
Total assets 58754 1,6G03.8 125.5 2,705.8 - 10,2104
Liakilities
Segment liabilities 5,380.2 2,179.4 180.2 1.882.5 - 5,602.3
Other segment information:
Mon-cash expenses
Depreciation 52 .6 G.3 2.5 - 8.6
Amortisaticn of gocdwill & infangibles 1.5 - 3.2 0.4 - 2.1
Non-cash expenses other than
deprecigtion & amordisation 25 1.8 4.0 2.5 (7.8} 76
Acquisition of property, plant and eguipment,
infangible assels snd other non-current assefs 1514 0.2 3.1 5.1 - 21.5

Applicable commercial rates are used as the basis for pricing Intersegment funding.

Imernal cost allocations are undertaken on the basis of internal objective assessments.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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(b} Geographical segments

Berndigo Bank Limited and controlled entities operate predominantly in the geocgraphic areas of all Australian
states and the Australian Capital Territory providing banking and finarnicial services.

Descriptions of derived revenue by segment

Retait Banking

Net interest revenue, predominarnitly derived from the provision of first morigage housing finance less the interest
paid to depositors; and fee revenue derived from the provision of barnking services through the company-owned
branch network.

Commiunity Banking

Net interest revenue, predominantly derived from the provision of first mortgage housing finance less the inferest
paid to depositors; and fee revenue derived from the provision of banking services through the community bank
branch network.

Wealth Solutions
Commission received as Responsible Entity for managed investment schemes and for corporate trusteeships
and othier trustee and custodial services. Fees, commissions and interest from the provision of financial
planning services.

Joint Venitures, Alliarices and Corporate Support
Profit share from equity accounted investments in associates, revenue from alliances and minor subsidiaries and
unallocated corporate support businigss units,

Eliminations
The elimination of intersegment trarnisactions so that the total column represerits the conisolidated group.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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3.5.7 Contingent Liabilities

Guarantees
Thie economic entity has issued guarantees on behalf of clients

Other
Documentary letters of credit

3.5.8 Subsequent events

No maatters or circumstances hiave arisen since the end of the half year o the date of this financial report, which
significanitly affected or may significanily affect the operations of the economic entity, the resulis of those
operations, or the state of affairs of the economic entity in subsequent financial pericds, except thal on 14

February 2005 the Bank announced:

A capital management program which will include an issue of $100 Perpetual Step-up Preference
Shares, paid to 50%, fo raise $100 million in capital; an on-market buy back of up to 5 million shares
subject to APRA approval; and the immediate suspension of the 2.5% discount on shares issued under

Consolidated

2064 2003
$m $m
317 48.9

the bank's Dividend Reinvestment Plan and Bornus Share Scheme.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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3.5.9 Adoption of Australian equivalents to International Financial Reporting
Standards

The Australian Accouniting Standards Board (AASB} is implementing the Financial Reporting Council’'s policy of
adopting the International Financial Reporting Standards {IFRS), which will apply to the group’s reporting periods
from 1 July 2005,

Therefore, the adopfion of these standards will be first reflected in the group’s financial statements for the half-
year ending 31 December 2005 and the year ended 30 June 2006.

The group is required o prepare an opening balance sheet in accordance with IFRS as at 1 July 2004, Most
accounting poticy adiustments to retrospectively apply Ausfralian equivalenis fo IFRS will be made against
refained earnings in this opening balance sheet. However, transitional adjustiments relating to those standards
for which comparatives are not reguired will only be made on 1 July 2005. Comparatives are not required for
AASE 132: Financial Instruments: Disclosure and Presentation, AASB 139: Finarnicial Instruments:; Recogriition
and Measurement and AASB 4: Insurance Contracts.

Adoption of IFRS in 2005 is expected fo have significant impacts on the accounting policies of Australian
reporting entities and their reported financiat position and financial performance.

Bendigo Bank commenced a project in December 2002 to assess the implications of the adoption of IFRS for
accounting policies, reported performarice and position of the group. As part of this project, Bendige Bank has
formed an IAS Conversion Team {ICT) fo undertake assessment of impacts, implementation of necessary
changes to accounting policies, modifications fo accounting systems and communication to stakeholders.

The 1CT regularly reports to the company Audit Commiitee on project progress, findings, impacts and identified
changes required to group accounting policies, systems and procedures to ensure fransition.

Key areas of the bank’s accounting policies, and therefore reported performance and position that are likely fo
be affected by the adoption of IFRS are:

Goodwill There wili no longer be a requirement to amortise goodwill arising in a
Initial impact on retained earnings  business combination, therefore there will no loniger be an expense item
at 1 July 2004 reflecting the annual goodwill amortisation.

Lower expenses Goodwill is instead subject to impairment testing at least annually, using
Volatility in resulis in the eventof  riew methodology.

Impairment This chiange may result in increased volatility of fulure sarnings where

Impairment losses may occur.
The riew testing methodology may result in assessment of impairment for
some existing goodwill and require initial write down against retained
earnirigs on transition fo IFRS.

Financial instruments Financial instrumerits will be required fo be classified into five categories,
Volatility in fulure earnings or which will determine the accounting freatment of the item. This will result in
equity for those instruments that 3 change to the current accounting policy that does riot classify financial
are to be measured at fair value instrumenits info such categories. Some instruments currently carried at
amortised cost will in future be carried at fair value, with fair value changes
githier charged to profit and loss or taken to equity, depending on their
classification. The future financial effect of this change is not yet kriown as
the classification and measurement process has not yet been fully
compisted, but the impact on reported profit should not be significant.
Howsver, the fair value adiustments could result in volatitity to equity reserve
balances.
These changes do not require comparatives for the 2004/05 financial vear.

Berivatives All derivative contracts will be recorded at fair value. When derivatives mest
Potentiat volatility in future the new criteria for recognition as a hedge, movements in fair value will be
earnings taken to equity. Derivatives not meeting the criteria will have such

Volatility in equity movements taken to profit and loss. Also, all hedges will reguire

effectiveriess testing, with any ineffectiveness faken to profit and loss. It is
expected that the majority of our derivatives will meet the criteria for
effective hedging.

The group predominantly uses cash flow hedges in respect of is interest
rate risk hedging, which could resuif in volatifity in equity reserve balances.
These chianges do not require comparatives for the 2004/05 financial year.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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Credit oss (loan) provisioning
Initial impact on retained earnings
At 1 July 2005

Volatility in future earnings

Lowsr general provision

Securitisation
Possible new assetfiabilities
recognised

Taxation
New assets/liabiliies recogrised

Revenue and expense
recognition
Reclassification of reveriue
and expense ifems

Capital implications

IFRS adopts an approach known as “incurred losses” for credit loss
provisioning and provides guidarnice on measurement on incurred losses.
Provisions are raised for losses that have already been incurred for
exposures that are kniown to be impaired. The estimated losses on these
impaired exposures are then discounted to their present value. As this
discount unwirids, there is a resulting recognition of interest in the statement
of financial performance during the period between recognition of
impairment and recovery of the written down amount.

Smafler loans, such as consumer lending products, will not be individually
assessed but impairment tested in portfolios based upon similar risk profiles
using objective evidence, on the basis of historical loss experience.
Currently, the bank does not discount the cash flows associated with
impaired loans when assessing potential osses, so it is anficipated that the
tevel of provisioning will increase, thereby reducing reported profits.

The group currently maintains a generat provision for doubtful debis for
prudential reasons. As this provision is predominantly assessed on
probable losses and riot based on an event or loss that has been incusred, it
is tikely that the general provision wilt be reduced significantly to comply with
IFRS.

These changes do not require comparatives for the 2004/05 financial vear.

Securitisations undertaken have been reviewed to ensure they meet the
de-recogrnition requirements of IFRS. It is unlikely that any material value of
securitised assets will require re-recognition.

A “batance sheet” approach will be adopted, replacing the “statement of
financial performance” approach currently used in Australia. This method
racognises deferred tax balances when there is a difference between the
carryinig value of an asset or liability, and its tax base. Ht is expected that the
standard may require the group fo carry higher levels of deferred tax assets
and liabilities, including a tax liability in relation fo the asset revaluation
reserve.

Under IFRE, the group will change the way it currently recognises certain
revenue and expense items. Any fee income integral to the yield of an
originated financial instrument, net of any direct incremental costs, must

be capitalised and deferred over the expected life of the instrument. This
is similar to current freatment and is not expecied 1o have a material impact
on reported profit, but some re-classifications of revenue between fee
incomea and interest income will oceour.

The full implications for the group’s capitat adequacy are dependent on
rules currently being developed by APRA, which have yet to be publicly
released for industry consultation. APRA has stated that it wilt not make
any IFRS-related changes to the existing prudential framework until it has
completed relevant consultations and not before 1 July 2005 at the earliest.
Existing prudential rules apply in the interim.

At this stage the company has not been able o quantify the final impacts on future financial reports. Bendigo
Barik wili continue to place a high priority on this project and will continue to include reference to the impacts in

future reporting.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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3.6 Directors’declaration

In accordance with a resolution of the directors of Bendigo Bank Limited, | state that:
In the opinion of the directors:

a) the half-year financial statements and notes of the consolidated entily are in
accordance with the Corporations Act 2001, including:

i} giving a true and fair view of the financial position as at 31 December 2004
and the performance for the half-year ended on that date of the consclidated
entity; and

i} complying with Accounting Standard AASB 1029 "Interim Financial
Reporting” and the Corporations Regulations 2001; and

b} there are reasonable grounds to believe that the company will be able o pay iis
debis as and when they become due and payable.

On behalf of the Board

R. A. Guy OAM, Chairman
Bendigo
14 February 2005

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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3.7 Auditor’s Independent Review Report
To the Members of Bendigo Bank Limited

Scope

The financial report and directors’ responsibifity

The financial report comprises the statement of financial position, statement of financial
performance, statement of cash flows, accompanying notes o the financial statements, and
the directors' declaration for Bendigo Bank Limited (“the company”) and the consolidated
entities, for the period ended 31 December 2004. The consolidated entity comprises both
the company and the entities it controlled during the period.

The directors of the company are responsibie for preparing a financial report that gives a
true and fair view of the financial position and performance of the company and the
consolidated entity, and that complied with Accounting Standard AASB 1029 ‘Interim
Financial Reporting”, in accordance with the Corporations Act 2001.  This includes
responsibifity for the maintenance of adequate accounting records and internal controls that
are desighed to prevent and detect fraud and error, and for the accounting policies and
accounting estimates inherent in the financial report.

Review approach

We conducted an independent review of the financial report in order to make a statement
about it to the members of the company, and in order for the company to lodge the financial
report with the Australian Stock Exchange and the Australian Securities and investment
Commission.

Our review was conducted in accordance with Austratian Auditing Standards applicable to
review engagements, in order ¢ state whether on the basis of the procedures described,
anything has come to our aitention that would indicate that the financial report is not
presenied fairly in accordance with the Corporations Act 2001, Accounting Standard AASB
1029 "interim Financial Reporting” and other mandatory professional reporting requirements
in Austratia, so as to present a view which is consistent with our understanding of the
company's and the consolidated entity's financial position, and of their performance as
represented by the resulis of their operations and cash flows.

A review is limited primarily to inguiries of company personnel and analytical procedures
applied to the financial data. These procedures do not provide all the evidence that would
be required in an audit, thus the level of assurance is less than given in an audit. We have
not performed an audit and, accordingly, we do not express an audit opinion.

Independence

We are independent of the company, and have met the independence requiremenis of
Australian professional ethical pronouncements and the Corporations Act 2001, In addition
to our review of the financial report, we were engaged to undertake other non-audit
services. The provision of these services has not impaired our independence.

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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Statement

Based on our review, which is not an audit, we have not become aware of any matter that
makes us believe that the financial report of Bendigo Bank Limited is not in accordance
with:

a) the Corporations Act 2001, including:

i} giving a true and fair view of the financial position of Bendigo Bank Limited
and the consolidated entity as at 31 December of their performance for the
period ended on that date; and

i} complying with Accounting Standard AASB 1028 “Interim Financial
Reporting”, and the Corporations Regulations 2001; and

b} other mandatory professional reporting requirements in Austraiia.

Ernst & Young

Brett Kallio
Farther

Bendigo
Dated this 14" day of February 2005

Liability limited by the Accountants Scheme, approved under the Professional Standards
Act 1994 (NSW)

3.8 Auditor’'s Independence Declaration

To the Directors of Bendigo Bank Limited

In relation to our review of the financial report of Bendigo Bank Limited for the half-year
ended 31 December 2004, fo the best of my knowledge and belief, there have been no
contraventions of the auditor independence requiremenis of the Corporations Act 2001 or
any appiicable code of professional conduct.

Ernst & Young

Brett Kallio
Farther

Bendigo
Dated this 14" day of February 2005

information contained in this report should be read in conjunction with the June 2004 annual financial report.
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