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@ Bendigo Bank

Bendigo Bank Limited

ABN 11 068 049 178

Registered Head Office

Level 2, Fountain Court

Bendigo, Victoria 3550

Telephone: (03) 5433 9339

Facsimile: (03) 5433 9690

Email: share.regjister@bendigobank.com.au

In this report, the expressions

“the Bank”, “the Bendigo” and “Bendigo”
refer to Bendigo Bank Limited; the
expression “the Group” refers to

Bendigo Bank Limited and its

controlled entities.

Customer/Shareholder inquiries

Customer Help Centre
1300 361 911 (local call)
8.30am - 5.00pm Mondays to Fridays

Bendigo Bank OnCall

1300 366 666 (local call)
8.00am - 8.00pm weekdays,
9.00am - 4.00pm Saturdays,
10.00am - 4.00pm Sundays

24-hour Phone Banking
1300 366 666 (local call)

24-hour e-banking
www.bendigobank.com.au

Website: www.bendigobank.com.au
Securities Registry: 1800 646 042
Sandhurst Trustees

Wprley Securities

National Mortgage
Market Corporation
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Pressing ahead... Lead On’s Felitia Carboon,
Editor of the Bendigo Advertiser youth
supplement “Loop”, and Lead On Inc. Project
Manager Adam Rimington check “Loop” as it
rolls off the press. Bendigo Bank is a major
supporter of the youth development program.
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Banking vision

Bendigo Bank

A blueprint for growth... Successful communities create a
successful Bank. Scott, from our Northern Victoria regional
office, examines plans for a $4.3 million extension to Vision
Australia’s “Mirridong” nursing home in Bendigo, of which we
have been a long-term supporter. With him are Unit Manager
Val Stewart (centre) and Service Director Ruth O’Connell.

HIGHLIGHTS

Financial

> Profit after tax up by 56 per cent
to $33.3 million

> Profit before tax up by 47 per cent
to $55 million

> Lending approvals $2.49 billion,
up by 34.5 per cent

> Retail deposits grew by
49.9 per cent to $5.5 billion
(88.4 per cent of total deposits)

> General provision 0.55 per cent
of risk weighted assets, up from
0.50 per cent

> Shareholder dividend was
41.0 cents per share (including
a 15-cent per share special
dividend), up from 24.0 cents

Service

> Two new company-owned
branches opened

> 21 new Community Bank
branches opened

> 47 Queensland branches badged
Bendigo Bank

> First three Tasmanian Banking
Services branches opened

> Agreement with Elders Rural Bank
makes products of both banks
available through all Bendigo and
Elders branches

> 24 additional Bendigo Bank
ATMs installed

FINANCIAL CALENDAR 2001 - 2002

2001
8 October Ex-dividend date
12 October Final dividend record date
22 October Annual General Meeting, 11 am
31 October Distribution of final dividend
30 November Interest paid on 8% Capital Notes
Opportunity to convert Capital Notes into Ordinary Shares
31 December Half year end

Proposed Dates 2002

February Announcement of interim results and interim dividend
12 April Interim dividend record date
30 April Distribution of interim dividend
31 May Interest paid on 8% Capital Notes
Opportunity to convert Capital Notes into Ordinary Shares
August Announcement of final results and final dividend
31 October Distribution of final dividend

Corporate

> First Australian Building Society
acquired and merged into Group

> Cassa Commerciale division fully
integrated into Retail Bank

> Number of Shareholders
increased from approximately
23,800 to 38,000

Profit after tax ($ mil.)

33.278
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CHAIRMAN GROUP MANAGING DIRECTOR
RICHARD A. GUY OAM ROB HUNT

Six years ago, when converting to a bank, we
declared our intention to become a unique bank.

That was a bold statement. Surely with all banks using
variations of the same financial instruments, and similar
distribution options, differences between them might
largely be cosmetic.

Bendigo Bank

REPORT BY CHAIRMAN AND MANAGING DIRECTOR

Why, then, do we believe we have
succeeded in establishing a clear
and distinct identity and a logical
customer base? and why is this
important to our future?

Bendigo remains Australia’s only
regionally-based bank. We are
opening branches while many
competitors close theirs. We are
expanding our rural and regjonal
presence, again at a time when
many service providers are
centralising. We have adhered to our
long-standing fee principles which
offer all customers a guaranteed
number of free transactions, and
accounts free of account-keeping
fees. We have managed to have
our customers embrace technology
without any penalties or threats -
indeed, our customers can choose
any of our banking channels as it
suits them. And we have taken
seriously our social responsibilities,
which we believe all businesses
should have and which are necessary
to run a good business.

Other distinctive factors of our
business are less obvious. They lie
at the heart of our business strategy,
which is to bank communities in
which we believe we can excel as

a financier committed to improving
their prospects. If those communities
become more successful, and we
are their preferred banker, then

our business, too, will be more
successful. We are building a brand
which is relevant to customers and
shareholders, and we work with
each community to achieve long-
term success.

In some instances, we choose to
partner others in establishing
relationships with a customer base.
Elders Rural Bank combines our
banking skills with Elders’ rural
network and knowledge of
agribusiness. Tasmanian Banking
Services returns local ownership to
the island’s banking market through
our joint venture arrangement with
Tasmanian Trustees. Our Community
Bank branches enable communities
to leverage their collective demand
for banking services to produce better
outcomes for their districts. In each
instance, Bendigo has benefited by
applying its unique focus, banking
skills and technologjes to markets in
which our partners deliver the trust
and patronage of substantial
customer bases.

Having established these
relationships, it is then important
that we work with our customers to
improve their prospects and those
of their communities. Whilst it is far
simpler, and cheaper, to set up shop
in already thriving communities and
to benefit from their prosperity, this
does not ensure long-term,
sustainable success because it
does not engender the same level
of patronage and loyalty from
customers, nor engage communities
in planning their future growth.
Successful customers and successful
communities create a successful
bank, so our community
development programs are vital

to our long-term prospects.

We have invested heavily in this
strategy. Community Bank is unique
to Bendigo Bank and has not been
tried elsewhere in the world.

We have therefore borne substantial
development costs to reach the point
where communities around Australia
are embracing it. Similarly,
Community Telco, our community-
based telecommunications strategy,
is new and requires limited seed
capital. We are philosophically and
financially committed to supporting
the expansion of the successful
community-initiated Lead On youth
development program and to
furthering our initiatives to secure

a share of investment capital for
regional businesses requiring funding.
All of these projects help develop
more secure and dynamic markets
for Bendigo to bank - successful
communities create a successful bank.

Already these investments - the bulk
of which have been made over the
past three years - are bearing fruit.

New customer numbers are running
at an historic high, as are lending
volumes and growth in retail
deposits. The Group’s 2000-2001
profit before tax was a 47 per cent
increase on the previous year (which
in turn was 26.3 per cent up on the
year before that). Our after-tax profit
was 56 per cent up on the previous
year. Earnings per share growth was
four cents (up 14.7 per cent).
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Profit available for distribution

to shareholders was lower than
expected due to an adverse

($4.3 million) ruling in a Federal
Court lawsuit brought against the
Bank and others following fraudulent
use of trust accounts held by a
Melbourne solicitor. HIH was the
Bank’s indemnity insurer in this
matter and conducted the case.

The Bank will pursue a claim against
the Provisional Liquidator of HIH as
a creditor of the company and will
appeal the judgment following
analysis and strong legal advice on
the likely success of an appeal. We
eliminated uncertainty by provisioning
$5 million ($3.5 million after tax) in
the 2001 accounts. Any recoveries
achieved will be brought to account
in future trading years.

While our financial result represents
a solid progression in our long-term
strategy to leverage our position as a
regional and community bank, we are
conscious of the need for further
improvements in key performance
measures. Such improvements will
be based on the footings we have
now established to expand our
business beyond its traditional
boundaries. Much of the structural
change required has been achieved
and expensed. We have fully integrated
the Queensland operation and Cassa
Commerciale division into the retail

Bendigo Bank

bank, formed a new Operational Risk
Unit, fully reviewed our larger
commercial loan exposures,
established an integrated reporting
division, and centralised our Treasury
and foreign exchange operations.
The footings for growth are therefore
established and our Board has been
able to set profit targets which
significantly improve performance
ratios in the short to medium term
without compromising our level of
service, our ethical principles and our
community focus. Attainment of
these goals would enable us to
further reward those many thousands
of Shareholders who have supported
the Company through its
developmental phase as a bank.

Looking ahead

We expect continued strong growth in
all business units and joint ventures.

> The retail bank has been
consistently attracting 10,000-
plus new customers each month
and will benefit from a new
corporate television advertising
campaign, our first for three years.
We continue to expand the
Group’s distribution network to
make us more accessible to
more Australians.

> Customer usage of our electronic
banking systems is growing rapidly
and we continue to introduce
new services.

> First Australian Building Society,
the largest acquisition in
Bendigo’s history, has now been
fully merged into the Group with
a net gain in business and the
expectation of strong growth as
Bendigo becomes embraced in
Queensland. Our Board has met
twice in Queensland to consult
with community and business
leaders about our development
plans.

> We expect Community Bank to
add more than 20 new branches
to our network in 2001-2002.
Having attained one billion dollars
in total banking business in its
first three years, Community
Bank’s contribution both to our
balance sheet and profit will grow
rapidly as new branches join
and existing branches mature. A
$2.5 million contribution to profit
last year is expected to about
$6 million this financial year.

> Elders Rural Bank’s first year as
a bank contributed $5.1 million
after tax to our 2000-2001 profit,
a figure which is expected to
increase as its balance sheet
grows, new products are
introduced and Bendigo’s
own branch network provides
more referrals to this specialist
rural bank.

> Tasmanian Banking Services
has been well received and will
increase its branch network from
three to five this year. Business
is growing strongly and we believe
the joint venture partners have
established a solid platform for
sustainable success.

We are also working on a range of
other initiatives which have presented
themselves as a result of our
willingness to look at how we can
contribute to the success of others.

Currently, Group businesses hold
off-balance sheet funds under
management and advice exceeding
$2 billion. We will bring these
businesses together to create a
“one stop” wealth creation/wealth
management structure to enhance
the ability of our customers to plan
and manage their financial needs.
Our aim is to substantially grow our
off-balance sheet funds, thereby
securing a fee-based income stream
less susceptible to the fluctuations of
interest margins. New products and
services will be introduced to
complement our existing range.

Previously announced initiatives
continue to be developed. With
Pharmacy Guild Australia’s Guild
Insurance & Financial Services arm
we continue to build momentum on
banking industry members and
developing relationships with allied
medical professional groups; and with
our Community Bank partners we are
planning a web-based portal to
improve the e-commerce capacity

of their communities.

None of these projects apply the
traditional approach, but all have the
potential to significantly enhance our
long-term prospects.

Bendigo Bank now stands out in a
crowded and competitive financial
marketplace. Our identity has been
built on the core strengths of this
organisation - honesty, ethical
behaviour and a willingness to
contribute to the success of our
partners, our customers and their
communities. This is not, however, a
marketing ploy - it is the way in which
we do business. If our partners have
strengths we do not, we are happy to
acknowledge and reward them for
their contribution to the growth of our
business. With community support,
two committed partners working
together will achieve a far greater
outcome for both than if they worked
independently.

Changes to Board

We acknowledge with gratitude the
contribution of director Bill Beischer,
who, having attained the statutory
age of 72, retires from the Board at
this year’s Annual General Meeting.
A former general manger of Pacific
Dunlop, and currently chairman of
Futuris Corporation Limited, Mr
Beischer first joined the Group in
1993 on the Board of Sandhurst
Trustees Limited. He joined our
principal board in 1996, just after
completion of the bank conversion
in 1995, and during his term on
the Board has made a valuable
contribution to the development of
the Bank. He played a pivotal role in
the establishment of Elders Rural
Bank. We wish Bill and his family a
happy and fuffilling future.

Our Board was augmented in October
2000 by the addition of two former
directors of First Australian Building
Society, that company’s chairman,
Neal Axelby, and Brisbane-based
chartered accountant Terry O’'Dwyer.
With almost one-quarter of
shareholders now residing in
Queensland, their appointment
reflected First Australian’s
contribution to the Group’s business
as well as our prospects for growth in
the Queensland market. Our intention
is to bring Bendigo’s unique style of
regional and community banking to
that state and it is important that

we have, at Board level, direct

input from those new communities
we are servicing.

Richard A. Guy OAM
Chairman

Rob Hunt
Group Managing Director
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FINANCIAL RESULT

Bendigo Bank’s 2000/2001 operating
profit after tax was $33.3 million,

an increase of 56 per cent on the
previous year. Operating profit before
tax was $55 million, a 47 per cent
increase.

The acquisition of First Australian
Building Society in October 2000 was
significant, contributing $6.3 million
to our after-tax profit. Even without
this contribution, profit growth was

in excess of 20 per cent.

Earnings per share of 31.5 cents
provided a 14.7 per cent (four cents
per share) increase on the previous
year. This was a creditable
performance in light of the 28 million
shares issued to former First
Australian shareholders as part

of last October’'s merger.

Directors declared a final dividend

of 14.5 cents per share (payable

on 31 October and fully franked at
30 per cent), an increase of 1.0 cent
on last year’s final dividend. Dividends
for the financial year totalled 41.0
cents per share (up from 24.0 cents),
including the 15 cent special cash
dividend paid in February 2001.
Excluding the special dividend, the
payout ratio was 84 per cent.

Total bank lending approvals were
$2.49 billion, a 34.5 per cent
increase, while total Group deposits
grew by 41.7 per cent to $6.2 billion.
Interest margins came under pressure
due to the rapid reduction in official
rates - three cuts totalling 1.25 per
cent within three months in early
2001 - resulting in a net eight-basis
point reduction in the average net
interest margin compared with the
previous financial year.

Bendigo Bank

We continue to take a prudent
approach to credit quality, building our
general provision by $8 million, from
0.50 per cent of risk weighted assets
to 0.55 per cent. Asset quality remains
sound, with net impaired assets just
0.36 per cent of gross loans.

The Company remains conscious that
its performance ratios require further
improvement. As flagged, First
Australian integration costs pushed
the cost-to-income ratio back above
70 per cent (72.8). We believe this
figure will be back below 70 per cent
this year, with a medium term goal of
reducing it to the mid 60s. Return on
equity was 9.4 per cent. We aim to
increase this by one per cent per
annum over the next few years.

We had some interruptions to our
performance progression, including
the decisions to provision against a
court ruling ($3.5 million after tax)
and also provisioning several
commercial loans in recognition of
where we are in the economic cycle.
Income growth is strong, with fee
and margin income both growing

by 37 per cent last year, and we
anticipate increasing contributions
from all divisions of our business plus
our alliance activities Elders Rural
Bank, Tasmanian Banking Services
and Bendigo Investment Services.

The Company is well placed to deliver
solid earnings improvements.

Capital management

Active capital management will play
an important role in improving
performance ratios and enhancing
Shareholder value. An on-market
buyback of shares during the last
quarter of 2000/2001 resulted in
the purchase of almost two million
shares. We also continue to use
securitisation as a mechanism to
more effectively manage our capital
base. Our continuing Banksia program
securitised $393 miillion in loans

in 2000/2001. We remain well
capitalised, with tier one capital at
8.61 per cent and total capital
adequacy of 10.71 per cent.

Funding

Retail deposits at 30 June 2001
comprised 88.4 per cent of total
deposits. This deposit franchise is one
of Bendigo’s greatest strengths and
provides us with an enviable funding
base to support future growth and
margins. We retain the ability to raise
wholesale funds by further issuance
under a range of programs including
our US$500 million Euro medium
term note program, which has
US$150 million of bonds on issue.

Profit before tax ($ mil.)
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Total assets ($ mil.)
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Operational Risk

The Group enhanced its risk
management processes with the
formation of a new Operational Risk
Unit to develop and support the
implementation of a more formalised
operational risk framework. The
department is also responsible for
providing the Group with legal
assistance through the General

Result at a glance

Counsel office and supporting the
Group’s compliance/regulatory
(APRA) obligations. The department
has completed a holistic review of

all aspects of the Group’s operational
risk management framework,
including subsidiaries, and we are
implementing the strategic
recommendations arising from

the review.

Profit

June 01 June 00 % Increase
$mil. unless stated /(Decrease)
Interest income 454,365 296,762 53.1
Interest expense 293,677 179,877 63.3
Net interest income 160,688 116,885 37.5
Other operating income 79,072 57,945 36.5
Total net operating income 239,760 174,830 37.1
Total operating expenses 184,758 137,476 34.4
Profit before tax 55,002 37,354 47.2
Income tax expense 21,724 16,042 35.4
Profit after tax 33,278 21,312 56.1

Key measures
June 01 June 00 % Increase
/(Decrease)
Shareholders’ equity 422,797 288,357 46.6
Total assets 6,981,517 4,913,417 42.1
Loans & other receivables 5,592,146 3,939,894 41.9
Deposits 6,229,172 4,394,669 41.7
Lending approvals 2,494,609 1,854,284 34.5
Earnings per share 31.5 cents 27.5 cents 14.7
Return on average Equity 9.4% 8.0% 17.5
Dividend per share 41.0 cents* 24.0 cents 70.8

* Includes special dividend of 15.0 cents per share
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RETAIL BANK

This year we invited groups of
customers to sit down together and,
unprompted, talk about their bank.
Their responses reaffirmed our view
that “banking” to them was not
about banking at all. It was about
buying their first home, launching a
new business, replacing a damaged
car, funding their children’s
education. In the main, they didn’t
discuss account types, or services,
or even fees. Instead, the common
thread in all their stories was about
the Bank’s reaction to their
ambitions. Did we listen? Did we
empathise? Did we seek to help?
Did we picture ourselves in their
shoes and ask ourselves how we
would like our bank to respond?

In short, it was about how our
staff responded to each of them
personally.

It was an affirmation of our retail
banking strategy. It said we are right
to invest in people. It said we are
right to insist that customers be given
the option of personal contact no
matter how they access our services.
It said our focus on community is
welcomed. It reminded us that family,
community, a sense of belonging,

are the most important things for

our customers and that the actual
banking services we provide are
simply tools for achieving those ends.

Bendigo Bank

Community Banking, in many senses,
is an embodiment of those ideals
and a powerful symbol of the unique
position Bendigo enjoys in Australian
banking. There is a perception that
Bendigo is “doing the right thing” by
its customers and communities and
therefore merits support. This has
resulted from the consistency of

our positioning, our strategy and

our actions.

And it is being reflected in new
business. Total bank lending
approvals grew by 41.7 per cent to
$2.49 billion, including $352 million
from First Australian. Total Group
deposits grew by 41.7 per cent to
$6.2 billion. The lending environment
was not easy, given uncertainty with
the introduction of the GST, but we
experienced record demand. Deposit
growth was particularly pleasing given
the competition for investors’ funds,
and our strong retail deposit base will
assist our profitability should
wholesale interest rates increase.

During the first half of 2001, new
customers were joining us at the rate
of 10,000-plus per month, swelling
total customer numbers to well over
600,000. New account openings in
June 2001, even excluding our new
Queensland arm, were 27.5 per cent
higher than in the previous June.

This growth is unprecedented in our
history and confirms our view that
we are correct to emphasise the
difference of our approach.

Our challenge is to ensure that

our automated systems are clever
enough to enable customers to bank
with us wherever and whenever they
wish (because 80 per cent of the
time they choose electronic banking),
but that there is always a staff
member available for those times
when personal contact matters.

This is one reason why we continue
to invest in opening new branches.
During 2000/2001 we opened two
new company-owned branches,

three branches of Tasmanian Banking
Services and 21 Community Bank
branches. We became the first
Australian bank to introduce “real
time” online chat to Internet Banking.
And when Phone Banking users call
our automatic “self-help” service,

the first option they hear is to be
connected straight to a staff member.
Most don't - they go ahead and use
the convenience of automatic
banking - but the fact that we

provide the option is appreciated.

First Australian Building Society

The integration into our Group of the
Queensland-based society was the
biggest project in the Bank’s history
and, at $134 million, our biggest
investment. The Company has
appreciated the support of the

staff, customers and communities
in Queensland in completing a
successful merger in under

12 months.

Since October 2000 when the
merger was approved, we have
refurbished many, and rebadged

(as Bendigo Bank, in response to
community feedback) all 47 First
Australian branches and 17
agencies. One hundred and sixty-five
thousand accounts were converted
to equivalent, or similar, Bendigo
Bank accounts. A nationwide Loans
Centre, employing 64 staff, was
established at the former head office
in Ipswich and new regional offices
were opened in Ipswich (south) and
Cairns (north). In measures designed
to boost the prospects of
communities we serve, Six new
branch managers were employed in
branches which had not enjoyed
“manager” status and six specialists
were appointed to introduce business
banking to our new customers.

The first Community Bank branches
in Queensland are expected to open
in late 2001. We opened a new
company-owned branch in Ingham
in August and will follow with another
in Bundaberg early next year. Five
new agencies will be added to that
network. We are also engaging in
community development activities,
with Community Telco and Lead On
projects already underway in Ipswich.
These activities will be broadened as
we grow in Queensland.

Number of branches*

179*
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* Includes 45 Community Bank branches,
3 Tasmanian Banking Services branches
and 1 private franchise.

Lending approvals ($ mil.)

2,494

1,854
1,613

1,053
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A good reception... Enabling
customers to choose their preferred
method of banking - electronic or
face-to-face - has helped increase
customer numbers by more than
10,000 per month.

Bendigo Bank

Community Bank

Community Bank achieved a
milestone in July 2001 when total
banking business crossed the billion
dollar threshold just three years after
the launch of the first pilot branches
in Rupanyup and Minyip (Victoria).
There are now 45 branches across
four states with the likelihood of
adding branches in Queensland

and Tasmania soon. Community
Bank serves communities as diverse
as small farming towns, regjonal
service centres, outer suburban
fringes and inner suburbs in capital
cities. Our first branches will soon
open in the Sydney and Brisbane
metropolitan areas.

Community Bank is delivering
business success for us, with a billion
dollars in new business and a pre-tax
profit contribution of $2.5 million
expected to increase to $6 million

in 2001/2002 as new branches join
and existing branches grow their
businesses. The program is also
delivering success for its communities.
LaTrobe University Bendigo is

currently studying the socio-economic
impact of Community Bank, but
there is strong anecdotal evidence to
suggest it has been highly beneficial.
Examples of flow-on benefits include
the opening of the Lang Lang
Business Centre, which has brought
new services to the South Gippsland
town; the provision by Upwey

(outer Melbourne) of education
scholarships; and increases in

local business turnover of up to

25 per cent in 12 months in some
communities. These outcomes
reinforce our belief that if we can
help communities to become more
successful, and we are their preferred
banker, then our success will follow.

Demand for Community Bank
continues to grow and we have
instituted steps to accelerate the
rollout of new branches. At any
one time our development team is
working with 60 to 80 communities
and we expect to grow the network
by more than 20 branches in the
current financial year.

Business banking

One of our primary aims in converting
to a bank was to develop the
capacity to service the business
sector in our communities. After
five years in this market, we have
achieved notable results. Around
one-quarter of our lending is now
for business purposes, we employ
43 business banking managers and
31 support staff, and our product
range includes commercial loans,
overdrafts, leasing, trade,
superannuation, insurance, eftpos,
financial planning and electronic
banking. Business banking is a
growing sector of our business and
reduces our dependence on

home loans.

Agencies

Our products are available at more
than 100 agencies, which continue
to be an important option for
servicing a range of communities.

Bendigo OnCall

Our call centres in Bendigo and
Ipswich have helped us expand
nationally by providing seven-day-a-
week personal telephone banking.
Indeed, Bendigo OnCall is “the bank”
for many customers who cannot, or
prefer not, to access our branches,
with calls answered in 2000/2001
increasing by 86 per cent on the
previous year. A new program,
“Deliver”, aims to continue
improvement in customer service,
making it even easier to bank with us.

e-banking (intemet banking)

Growth in electronic banking has
been rapid, with more than eight-
in-ten transactions now performed
outside the branch network as
customers choose self-service
options. e-banking usage increased
by 221 per cent, catapulting
Bendigo’s service into the top eight
e-banking sites in Australia. Usage of
our e-banking site is now 36 per cent
higher than Phone Banking. We
continue to enhance our web banking
capabilities, especially for businesses,
and recently launched an Internet
Payment Gateway to enable our
business customers to receive
payments via their websites. We
recently provided businesses with

the ability to operate online accounts
requiring multiple signatories. Our
EFTPOS merchant base grew by

48 per cent, supporting growth in
the Group’s business banking base.
Twenty-four new ATMs were installed,
mainly for Community Bank
branches, and we were at the
forefront of introducing new-
generation ATMs in Australia.

Customer and Mortgage Help centres

These departments typify our
approach to service. Inbound calls

to head office are taken by Customer
Help Centre staff who are able to
answer most inquiries on-the-spot.
As first point of contact, these staff
are ideally placed to identify and
initiate enhancements to customer
service. Mortgage Help Centre staff

seek to assist those customers
having problems meeting their loan
commitments, a pro-active approach
which helps maintain our arrears
figures at low levels while helping
customers achieve their financial aims.

New branches

Company-owned
> Colac, Vic.
> Wagga Wagga, NSW

Community Bank

> Bayswater, WA

> Boorowa, NSW

> Cummins District, SA

East Gosford & Districts, NSW
East Ivanhoe, Vic.

Fern Tree Gully & Districts, Vic.
Forrestfield, WA

Gingin, WA

Heyfield, Vic.

Hurstbridge & Districts, Vic.
Highett, Vic.

Lancefield, Vic.

Neerim District, Vic.

North Perth, WA

Oak Flats, NSW
Pearcedale, Vic.

Rye & District, Vic.
Strathmore, Vic.

South Grafton, NSW
Tongala & District, Vic.
West Beach, SA

VVVVVVVVVVVVVVVYVVYV

Tasmanian Banking Services
> Burnie

> Launceston

> Rosny Park (Hobart)
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SUBSIDIARIES AND JOINT VENTURES

Bendigo Investment Services (BIS)

A joint venture with IOOF, BIS
currently employs 20 licensed
financial advisers who operate from
the Bank’s branch network. BIS aims
to help customers achieve their
financial goals through quality advice
and access to a wide range of
financial products. During the year,
the company more than doubled its
number of customers, with funds
under advice exceeding $400 million.
BIS made a contribution to

Group profit.

Elders Rural Bank (ERB)

ERB'’s first year as a stand-alone
bank was marked by strong growth

in profit and retail deposits, and the
milestone achievement of one billion
dollars in assets. Profit after-tax, of
which Bendigo is entitled to half, was
$10.25 million, with a particularly
strong second half contribution of

$6 million. Retail deposits now
constitute 100 per cent of the bank’s
funding, up from 49 per cent at 30
June 2000. ERB products are now
distributed throughout Bendigo’s
branch network, as well as 240
Elders offices, and with most
agricultural markets favourable at
present, ERB anticipates strong
performance in the current year.

Bendigo Bank

National Mortgage
Market Corporation (NMMC)

NMMC originates securitisable
housing mortgages and provides
securitisation and mortgage
administration services to the Group.
The Company played a leading role
in the Banksia 2001-1 Securitisation
Trust, issued in March 2001 (total
assets in this issue $393 million).
First Australian’s broker unit was
integrated into NMMC'’s Origination
Division and new markets being
developed via this Queensland-based
unit have good potential for growth
over the next 12 months. NMMC
Loans Administration has continued
to establish its position as a third
party service provider and manager
of loan portfolios. In addition to
management and servicer roles on
the three Banksia Securitised Trusts
it is the full servicer of two loan
portfolios and the back-up servicer
of five securitised portfolios.

Sandhurst Trustees Limited

The year saw strong growth in the
common funds, which increased

by 31 per cent to $863 million.
Sandhurst Australian Industrial Share
Fund performed well over its first full
financial year and was one of
Australia’s best-performed domestic
funds for 2000/2001. The
Company’s financial performance,
however, remained affected by

excess liquidity and the loss of
corporate trustee work following
changes to the Corporations Act.
Alternative income sources were
unable to replace this contribution,
leading to a reduction in Sandhurst’s
contribution to Group profit. During
2000/2001 two additional Directors
were appointed to the Board.
Sandhurst will play a pivotal role in
the formation of the Group’s new
wealth creation business.

Tasmanian Banking Services (TBS)

The opening of the first TBS branch
in Burnie on 24 November 2000
returned to the Tasmanian banking
market local ownership lost with the
absorption of Trust Bank into Colonial
Bank. A 50/50 joint venture between
Bendigo Bank and Tasmanian
Trustees, TBS also opened branches
in Rosny Park (Hobart) and
Launceston, with an agency in
Ulverstone and further branches

to follow in Hobart central and
Devonport. Public support has been
extremely encouraging and we
anticipate strong business growth
based on the distribution platform
now established. Prospects were
further enhanced in February 2001
with the announcement of a
proposed merger between
Launceston-based Tasmanian
Trustees and Hobart-based Perpetual
Trustees. Bendigo Bank intends to be
a substantial shareholder of the
merged entity, which in turn will
retain 50 per cent of TBS.

Victorian Securities
Corporation Limited (VSCL)

The Ballarat-based VSCL reached

a milestone with the achievement
of $100 million in deposits. The
company completed its integration
into the Bendigo Group, successfully
converting to our mainframe banking
system. The Company continued to
trade strongly with profits increasing
by 27 per cent. Total assets
increased by 37 per cent, to

$138 million, while net growth

in Debentures was 38 per cent,
increasing debentures on issue

to $126.7 million.

Worley Securities Pty Ltd

Melbourne-based financial planning
subsidiary Worley Securities achieved
another steady result despite it being
a difficult year for investment markets
(e.g. MSCI World Index fell by 20 per
cent). With more than 50 per cent of
income being achieved from on-going
servicing fees, the business has a
sound base on which to build its
future revenue growth.

i
|

SIUNLINIA LNIOT GI\‘V QHVIGISGHS
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Strength in partnerships... Elders Rural Bank
has enabled us to broaden our support for
rural Australia. The joint venture bank
contributed $5 million to our 2001 profit.
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COMMUNITY DEVELOPMENT

Good community is good business.
Bendigo has a long history of
community support ranging from
sponsorships and the provision of
fee-free accounts to charities,
incorporated clubs, churches and
schools through to major community
projects. These projects are designed
to help communities reach their
potential through accessing the
capital and services they need to
participate in the new economy.

Community Bank
(See also Retail Banking)

Although Community Bank is a
commercial venture between
Bendigo Bank and communities,

our contribution to their success goes
beyond pure business. We educate
communities about running a public
company, raising capital, managing
risk and developing businesses and
business plans. We are helping them
build websites on which they can
outline prospective investments and
“sell” themselves to tourists,
businesses and prospective residents.
We are also in the early stages of
constructing a web portal through
which member communities can
channel information and electronic
commerce, thereby enhancing their
prospects in the new economy.

Bendigo Bank

Community Telco

If our regional communities are to
reach their full potential in the new
economy, they must have access

to a full range of affordable
telecommunications services.

Under current arrangements, though,
communities rely on suppliers to
supply them with the latest
developments. Unfortunately,
economics dictates that suppliers
will favour large metropolitan markets
ahead of smaller regjonal
communities. Just as Community
Bank aggregates local demand for
banking services to contract with a
supplier (Bendigo Bank), Community
Telco combines local buying power
through a locally-owned public
telecommunications company. The
result is certainty of supply and cost
savings for the community and surety
of market for the chosen supplier.

We are a shareholder and leading
player in Community Telco Australia
(CTA), a parent company which will
spin off locally-owned companies
such as our initial pilot, Bendigo
Community Telco. The Bendigo
company was launched in September
2000, has already attracted 250-
plus business participants and is
producing savings and enhanced
service for its customers.

Initial success in Bendigo has
attracted a number of major regjonal
communities to the project and CTA
expects to launch its second site in
Ipswich, Queensland, before
expanding the concept at the rate

of two communities per year. Further
information can be found at
www.communitytelco.com.au

Ethical Investment Fund

In May 2000, Bendigo Bank
launched Australia’s first bank
deposit account directly linked to
ethical investment structures. Ethical
Investment Fund has attracted strong
support and last year paid its
beneficiary, Community Aid Abroad
(Oxfam in Australia), a substantial
amount in commissions and interest
donated by depositors. We plan to
introduce further products which
enable our customers to support
worthy causes through their

normal banking.

Lead On

We need to engage our young people
in civic and business life, promoting
their development and inculcating in
them a sense of community and an
appreciation of the contribution they
can make to their district’s prospects.
Bendigo Bank is a leading supporter
and financial backer of the Lead On
youth development program started in
Bendigo in 1999 and now expanding
its horizons into new communities
including Mildura and Echuca.

Lead On’s second year was one

of development, growth and
achievement. The Bendigo office

has had more than 400 young
people involved, with more than half
of this group actively engaged in a
variety of business and community-
based projects. Lead On Bendigo has
partnerships with almost every major
business or organisation in the city.
More than 50 projects have been
completed and major ongoing
initiatives include the youth-produced
weekly supplement “Loop” in the
Bendigo Advertiser. A commercial
venture, Lead On Inc., sees young
people designing web pages and
providing other technology solutions
for Bendigo businesses.

Regional development

Small business is the engineroom of
regional employment, yet too many
regional businesses do not reach
their potential because current
market structures fail to provide them
with access to investment capital.
Our own Regional Development

Fund has been created to enable
superannuation funds and private
investors to invest in regjonal
businesses with sound track records,
proven markets and obvious potential.
Having spent two years developing
the fund and assisting targeted
businesses to become investor-ready,
we anticipate making our first
investments during the current
financial year.

Bendigo Stock Exchange, in which
we hold equity, has more than 40
registered businesses seeking capital
and in August 2001 traded its first
listed shares. The internet-based
exchange, www.bsx.com.au, aims

to attract investors to small to
medium enterprises requiring

capital for expansion.

Sponsorship

Throughout our 143-year history, we
have sponsored community events,
believing that investing in bettering
communities is good for our business.
Each of our three Victorian and two
Queensland retail bank regions has
its own sponsorship budget to
support the Bank’s core corporate
sponsorships. We continue to meet
our aim of spreading sponsorship
support across a wide group of
activities including schools,
charities, sport and the arts.
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SHAREHOLDER INFORMATION

Bendigo Bank’s influence continues
to grow throughout Australia.
Reflecting the Company’s origins on
the Victorian goldfields, the majority
of the Bank’s shareholders reside

in Victoria. However as we become
more widely known, our shareholder
base is becoming more widely spread
throughout Australia. The merger
with First Australian introduced
Shareholders to Bendigo Bank from
all states but mainly Queensland
and, to a lesser extent, New South
Wales. Fifty-eight per cent of
Shareholders are Victorian,

23 per cent are from Queensland
and 12 per cent live in NSW.

Securities

As at 14 August 2001, Bendigo
Bank (ASX Code BEN) had on issue
111,196,548 listed ordinary shares,
2,964,801 unlisted employee shares
and 5,213,055 listed convertible
capital notes (ASX code BENGA).

The Directors announced in February
2001 that the Bank would operate
an on-market buyback of its shares.
As at 14 August the total number

of shares bought by the Bank was
1,918,305. These shares have now
been cancelled.

In the past 12 months, holders of
1,292,848 capital notes elected to
convert their notes into shares on a
one-for-one basis. These notes are
convertible fixed interest securities
paying 8.00% on their issue price of
$4.10. They may be converted into
ordinary shares, on a one-for-one
basis, at any of the six-monthly
interest dates until 31 May 2007.

On 17 January 2001 the Board
allotted 1,455,000 unlisted employee
shares to staff of the Bendigo Bank
Group under the terms of the
Bendigo Employee Share Ownership
Plan as approved by Shareholders.

Dividend Options

The Bank offers a Dividend
Reinvestment Plan and a Bonus
Share Scheme to enable shareholders
to reinvest their dividends into new
shares. The new shares issued

under these Plans are currently free
of brokerage and issued at a five

per cent discount to the weighted
average market price over the

five trading days up to and including
the record date. Shareholders may
alternatively elect to credit their
dividends directly to their account
with Bendigo Bank or any other
financial institution. To amend the
way in which Shareholders have their
dividends paid, they should contact
the registry for a Dividend Nomination
Form (see Securities Registry for
contact details).

Shareholder Privileges

Individual holders of 500 or more
Bendigo Bank securities are entitled
to a range of benefits under our
Shareholder Privileges package.
Details are available on our website
www.bendigobank.com.au, or by
contacting a branch or Bendigo
OnCall (1300 366 666).

Securities Registry

Manager, Allan Thomas, and his staff,
Karyn Flynn and Cindy Morris, can
provide assistance with matters
relating to all the Company’s listed
securities by:

Mail:

Securities Registry
Bendigo Bank

PO Box 480
BENDIGO VIC 3552

Telephone:
(03) 5433 9549
or 1800 646 042

Fax:
(03) 5433 9471

E-Mail:
share.register@bendigobank.com.au

Dividend (cents per share)

41.0*

24.0
23.0
2.5

866T
666T
0002
T00C

* Includes special cash dividend of 15.0 cents.
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The Directors and staff of Bendigo Bank strive
to achieve the highest standards of professional
corporate ethics in conducting the Company’s

20

operations. This statement outlines the main
Corporate Governance practices that were in
place throughout the financial year.

CHAIRMAN DEPUTY CHAIRMAN GROUP MANAGING DIRECTOR
RICHARD A. GUY OAM ROBERT JOHANSON ROB HUNT

LS.

NEAL AXELBY JENNY DAWSON DON ERSKINE

BILL LANYON TERRY O’'DWYER KEVIN ROACHE

Due to prior commitments, Director BILL BEISCHER
was not available for the photographic session
arranged for the 2001 Concise Annual Report.

Bendigo Bank

The Board of Directors

The Board of Directors governs
the Bank within a framework of
established principles, policies and
procedures which ensure the Bank
meets its statutory and moral
obligations to its shareholders,
customers, employees, suppliers,
regulators and the community.
These principles are detailed in
Bendigo’s Corporate Governance
Manual, which covers areas such
as the membership and role of
the Board, Directors’ duties and
obligations, disclosure requirements,
Directors’ obligations for trading in
the Bank’s securities, ethics, risk
management, internal controls,
compliance and obtaining of
independent professional advice
by Directors.

Role of the Board

The Board provides direction to the
Bank by establishing clear objectives
and strategy. Directors review and
monitor the management and the
business outcomes to ensure they
are consistent with the agreed
strategy.

STATEMENT OF CORPORATE GOVERNANCE PRACTICES

Composition of the Board

The Board currently consists of nine
non-executive Directors and the
Managing Director. Details of the
Directors in office at the date of
this statement are set out in the
Statutory Directors’ Report for the
year ended 30 June 2001.

Further information regarding the
qualifications, experience and special
responsibilities of each Director is set
out in the statutory Directors’ Report.
This Directors’ Report also includes
details of attendance by Directors at
formal meetings held by the Board
during the year.

The composition of the Board is
determined using the following
principles:

> Directors feel it is desirable that
the Board comprises six or seven
non-executive Directors and one
or two executive Directors;

> The Chairman of the Board shall
be a non-executive Director;

> The Board should comprise
Directors with good general
business skills and experience
and represent a broad range of
backgrounds and professions;

> It is desirable that both genders
be represented and that members
come from a range of age groups,
thereby bringing a blend of youth
and experience to the Board.

The appointment and re-election of
Directors is governed by the Bank’s
Constitution. The number of Directors
must not be fewer than five nor more
than ten. One-third of the Directors,
excluding the Managing Director,
must retire each year and any
Director reaching the age of 72

must retire at the conclusion of the
following Annual General Meeting
(AGM). Directors appointed after
1995 would not generally be
expected to seek re-appointment
after serving 15 years on the Board.

New Directors are invited to join the
Board by decision of the full Board
on recommendation of the Corporate
Governance Committee. Any new
appointments must be approved

by the Shareholders at the following
AGM. Upon appointment, the Bank
will issue a letter of appointment
which outlines the role of the Board,
the corporate governance principles
described in this statement and
formal terms of their Directorship
including term of appointment,
remuneration policy, expense
reimbursement policy, insurance,
confidentiality, share trading
restrictions and continuous
disclosure requirements.

Chairperson and
Chief Executive Officer

In recognition of the important role
that non-executive Directors play in
supervising executive management,
the Bank provides that there is clear
separation between the roles of the
Managing Director and Chairman of
the Board.

The Managing Director is responsible
for developing business strategy and
supenvising the management of the
Bank in accordance with the major
strategic goals, objectives and
business plans set by the Board.
The duties and responsibilities of
the Managing Director are clearly
defined by the Board and are
reviewed annually.

The Bank’s Chairman and Deputy
Chairman must be elected from
amongst the non-Executive Directors.

Performance evaluation

The Board of Directors meets annually
to review its own performance. The
performance of individual Board
members is also reviewed annually
by the Chairman and the Chairman
by the Directors. The non-executive
Directors also consider, annually, the
relationship between the Board and
management. The meeting will deal
with matters including the evaluation
of the performance of the Managing
Director, succession planning and a
self-evaluation of the functioning and
effectiveness of the Board in guiding
and supervising management.
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Remuneration

Remuneration arrangements for
non-executive Board members, the
Managing Director and other senior
executives are determined by the full
Board based upon recommendations
from the Corporate Governance and
Staff Committees. The committees
survey the range of comparable
remuneration levels, in particular
within the banking and finance
industry, and take into account the
remuneration which would reasonably
be expected in order to attract
Directors and executives with the
knowledge and experience required
by the Bank.

The total aggregate amount of
non-executive Directors’ fees was
approved by the Shareholders of the
Company at its AGM held in October
2000 as not to exceed $900,000
per annum. Details of Directors’ and
executives’ remuneration is disclosed
in the statutory Directors’ Report and
notes to and forming part of the
financial statements, and includes
fees paid to Directors who serve

on subsidiary and associated
company boards.

Bendigo Bank

Clear steps to follow... Our Corporate
Values and Behaviours are a set of
principles which are the foundation upon
which Bendigo’s reputation for ethical
behaviour is based.

Dealings in Bank’s securities

Directors are not permitted to deal

in the Bank’s securities without first
notifying the Chairman. Following any
dealing, the full Board is required to
be advised. In addition, Directors are
prohibited from dealing in the Bank’s
securities for specific periods during
the year such as the ten-week period
prior to announcement of the Bank’s
annual and half-year results and

also prior to any other important
announcements which are likely

to affect the price of the Bank’s
securities.

Independent professional advice

In the execution of their duties,
Board members are entitled to seek
independent professional advice
which is independent from the
Bank’s management and at the
Bank’s expense provided that:

> prior approval is received from
the Chairman;

> the advice sought is relevant to
the Bank’s affairs;

> a copy of the instructions and
advice obtained is made available
to all members of the Board.

The Board is not aware of any
circumstances ever having arisen
in which a Director has requested
external advice.

Committees of the Board

To help it discharge specific aspects
of its responsibility, the Board has
appointed a number of committees,
namely Audit, Corporate Governance,
Credit, Due Diligence, Risk and Staff
Committees. The Board recognises
that the committees do not reduce
individual Directors’ responsibilities
but make the Board more effective.
Members are appointed annually by
the Board and each Committee is
governed by a formal Charter which
identifies its objectives and principal
accountabilities. The minutes of all
Board Committee meetings are
tabled and discussed at the next
meeting of the full Board where
recommendations are considered.
Details of committee membership
and meeting frequency is provided
in the 2001 Directors’ Report.

Corporate Governance Committee

It is the responsibility of the
committee to review and recommend
policy to the Board in relation to the
nomination, qualifications and
membership of the Board. In addition
the committee is responsible for:

> determining the terms and
conditions relating to the
appointment and retirement
of non-executive Directors;

> compensation arrangements for
non-executive board members,
and the managing Director;

> procedures by which Directors can
obtain independent professional
advice;

> establishment and maintenance
of ethical standards;

> monitoring compliance with
continuous disclosure
requirements.

Audit Committee

The Audit Committee provides a
forum for communication between
external audit, internal audit, the
Board and management. The
external auditors, the Manager Group
Internal Audit and appropriate senior
staff are invited to attend meetings
at the discretion of the committee.
The main responsibilities of the
committee are:

> recommending to the Board on
the appointment and remuneration
of the external auditor, reviewing
the terms of the engagement and
scope and quality of the audit;

> reviewing and evaluating risk
management policies and
procedures;

> determining and evaluating the
internal audit function;

> reviewing the effectiveness of
the internal control environment
established by management;

> monitoring compliance with
Australian accounting standards
and statutory reporting
requirements;

> reviewing and reporting to the
Board on the financial statements
and the annual report prior to
publication.

Credit Committee

The Credit Committee is responsible
for the quality, maintenance and
performance of credit exposures
across the Group and the approval
of credits above the limits delegated
by the Board to management.

In addition the role of the credit
committee includes responsibility for:

> establishing, monitoring and
reviewing all aspects of lending
policy;

> overviewing credit practices,
approval authority levels,
delegation of credit limits, large
exposures and reporting of
portfolio management.

Risk Committee

The Risk Committee reviews and
monitors policies and standards for
all balance sheet and off balance
sheet activities which expose the
organisation to risk of loss, taking
into account the Bank’s risk
tolerance, overall business strategy
and management expertise.

The role of the committee includes
responsibility for:

> reviewing the financial strategy
for the Group, monitoring the
development of the Group’s
balance sheet and off balance
sheet activities and reviewing
controls to limit exposures to
within prudent limits;

> monitoring changes in the Group’s
balance sheet, funding and risk
profile to ensure consistency with
the financial strategy;

> monitoring risk management
policies and strategies in respect
to interest rate risk, funding and
liquidity risk and operational risk.

Due Diligence Committee

The Due Diligence Committee
oversees the due diligence processes
undertaken in respect to the Bank’s
statutory reporting obligations,
transactions of a strategic nature
and the release of disclosure
documentation in connection

with the Bank’s securities.
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