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MASTER BUILDERS FIDELITY FUND
ABN: 19 861 512 557

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2019

2019 2018
Note $ $
Contributions 2 2,513,447 1,863,869
Claim Payouts {241,085) (1,5616,818)
Movement in provision for requests incurred but not reported {549,103) (89,895)
Amortised acquisition costs {(430,439) {407,939)
Underwriting results 1,292,840 (150,783)
Interest Received 2 500,232 386,891
Unrealised Gain on Investments held at Reporting Date 2 458,248 15,147
Investments Loss Realised 2 (415,331) -
Other Revenue 2 455 478,136
Total Other Income - 543,602 878,174
Auditors' remuneration 3 {29,870) (28,977
Depreciation and amortisation expenses (524) (1,972)
Administration Costs {789,051) {542,084)
Other expenses ' {(72,642) (69,230)
Profit {Loss) before income tax 944,355 84,128
Income tax expense 4 - -
Profit (Loss) for the year 944 355 84,128
Profit (Loss) attributabie to beneficiaries of the trust 944,355 84,128

The accompanying notes form part of these financial statements,
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MASTER BUILDERS FIDELITY FUND

ABN: 19 861 512 557

STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2019
2019 2018
Note $ $
ASSETS
CURRENT ASSETS
Cash and cash equivalents 5 1,518,651 1,239,439
Trade and other receivables 8 284,835 145,822
Financial assets 6 11,247,723 10,433,021
Deferred acquisition costs 7 192,230 392 886
TOTAL CURRENT ASSETS 13,244,439 12,211,168
NON-CURRENT ASSETS
Property, plant and equipment 9 1,266 1,790
Deferred acquisition costs 7 505,620 838,740
TOTAL NON-CURRENT ASSETS 506,886 840,530
TOTAL ASSETS 13,751,325 13,051,698
LIABILITIES
CURRENT LIABILITIES
Trade and other payables 13 167,573 413,645
Unearned contributions 10 1,931,607 2,038,572
Qutstanding requests 1 309,785 623,312
TOTAL CURRENT LIABILITIES 2,408,965 3,075,528
NON-CURRENT LIABILITIES
Unearned contributions 10 4,455 988 4,120,525
Outstanding requests 11 2,741,334 2,654,961
TOTAL NON-CURRENT LIABILITIES 7,197,322 6,775,486
TOTAL LIABILITIES 9,606,287 9,851,015
NET ASSETS 4,145,038 3,200,683
EQUITY
Retained surplus 14 4,145,038 3,200,683
TOTAL EQUITY 4,145,038 3,200,683

The accompanying notes form part of these financial statements.
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Balance at 1 July 2017
Result for the year
Balance at 30 June 2018
Result for the year
Balance at 30 June 2019

MASTER BUILDERS FIDELITY FUND
ABN: 19 861 512 557

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2019

The accompanying notes form part of these financial statements,
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Retained

earnings Total
$ $
3,116,555 3,118,555
84,128 84,128
3,200,683 3,200,683
944,355 944,355
4,145,038 4,145,038




MASTER BUILDERS FIDELITY FUND

ABN: 19 861 512 557

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 30 JUNE 2019

2019 2018
$ $

CASH FLOWS FROM OPERATING ACTIVITIES

Payments to suppliers and employees (939,170) (165,231)
Interest received 123,276 116,730
Contributions received 3,128,627 1,945,480
Other receipts 455 476,136
Requests paid {971,071) (1,742,560)
Acquisition costs paid {290,204) (299,100)
Net cash provided by operating activities 1,048,813 331,455
CASH FLOWS FROM INVESTING ACTIVITIES

Other current liabilities received 2,085 -
Payments / proceeds for investments {771,786) {770,858)
Net cash used in investing activities (769,701) {770,858)
Net increase {decrease) in cash held 280,212 {(439,403)
Cash at beginning of financial year 1,239,439 1,678,842
Cash at end of financial year 1,518,851 1,239,439

The accompanying notes form part of these financial statements.

Page 6



MASTER BUILDERS FIDELITY FUND
ABN: 19 861 512 557

NOTES TC THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

Summary of Significant Accounting Policies

The financial statements cover Master Builders Fidelity Fund as an individual entity. Master Builders
Fidelity Fund is a trust, established and domiciled in Australia.

Basis of Preparation

The financial statements are general purpose financial statements that have been prepared in
accordance with Australian Accounting Standards, Australian Accounting Interpretations, and other
authoritative pronouncements of the Australian Accounting Standards Board.

These financial statements and notes comply with International Financial Reporting Standards as
issued by the International Accounting Standards Board.

The significant accounting policies used in the preparation and presentation of these financial
statements are provided below and are consistent with prior reporting pericds unless otherwise
stated.

The financial statements are based on historical costs, except for the measurement at fair value of
selected non-current assets, financial assets and financial liabilities.

Income Tax

Income tax expense comprises current and deferred tax. It is recognised in profit or loss except fo
the extent that it relates to items recognised directly in equity or in other comprehensive income
{HOCIII)-

(i} Current tax

Current tax comprises the expected tax payable or receivable on the taxable income or loss for the
year and any adjustment to tax payable or receivable in respect of previous years. 1t is measured
using tax rates enacted or substantively enacted at the reporting date. Current tax also includes any
tax liability arising from dividends.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 201¢

{(iiy Deferred tax

Deferred tax is recognised in respect of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.

Deferred tax is not recognised for temporary differences on the initial recognition of assets or
liabilities in a transaction that is not a business combination and at the time of the transaction,
affects neither accounting profit nor taxable profit (tax loss).

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences
when they reverse, using tax rates enacted or substantively enacted at the reporting date.

The measurement of deferred tax reflects the tax consequences that would follow the manner in
which the Company expects, at the reporting date, to recover or settle the carrying amount of its
assets and liabilities.

Deferred tax assets and liabilities are offset only if certain criteria are met.

A deferred tax asset is recognised for unused tax losses, tax credits and deductible temporary
differences, to the extent that it is probable that future taxable profit will be available against which
they can be utilised. Deferred tax assets are reviewed at each reporting date and are reduced to the
extent that it is no longer probable that the related benefit will be realised.

(iii) Tax exposures

In determining the amount of current and deferred tax the Trustee takes into account the impact of
uncertain tax positions and whether additional taxss and interest may be due. This assessment
relies on estimates and assumptions and may involve a series of judgements about future events.
New information may become avaitable that causes the Trustee to change its judgement regarding
the adequacy of existing tax liabilities; such changes to tax liabilities will impact tax expense in the
period that such a determination is made.

Deferred tax consequences relating to a non-monetary asset carried at fair value are determined
using the assumption that the carrying amount of the asset will be recovered through sale.

Plant and Equipment

Plant and equipment is carried at cost or fair value less, where applicable, any accumulated
depreciation and impairment of losses.

Costs include purchase price, other directly attributabie costs and the initial estimate of the costs of
dismantling and restaring the asset, whers applicable.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

Depreciation

Plant and equipment is depreciated over the asset's useful life to the Trust, commencing when the
asset is ready for use.

The depreciation rates used for each class of depreciable asset are shown below:

Depreciation
Rate

Plant and Equipment 10%-33%

Fixed Asset Class

At the end of each annual reporting pericd, the depreciation method, useful life and residual value of
each asset is reviewed. Any revisions are accounted for prospectively as a change in estimate.

Financial Instruments

As a result of the adoption of AASB 9, the Trust has adopted consequential amendments to AASB
101 Presentation of Financial Statements, which require impairment of financial assets to be
presented in a separate line item in the statement of profit or loss and other comprehensive income
{'OCI"}). Previously, the Trust's approach was to include the impairmenit of losses in other expenses.

The adoption of AASB 9 did not have a material impact on the preparation of the financial
statements for the current year.

Classification and measurement of financial assets and financial liabilities

AASB 9 contains three principal classification categories for financial assets: measured at amortised
cost, fair value through other comprehensive income ('FVOCI') and fair value through profit or loss
{FVTPL"). The classification of financial assets under AASB 9 is generally based on the business
model in which a financial asset is managed and its contractual cash flow characteristics. AASB 9
eliminates the previous AASB 139 categories of held to maturity, loans and raceivables and
available for sale.

AASB 9 largely retains the existing requirements in AASB 139 for the classification and
measurement of financial liabilities. The adoption of AASB 9 has not had a significant effect on the
Trust's accounting policies related to financial liabilities and derivative financial instruments.

Impairment of financial assets

AASB 9 replaces the 'incurred less' model in AASB 139 with an expected credit loss ('ECL") model.
The new impairment model applies to financial assets measured at amortised cost and debt
investments at FVOCI, but not to investments in equity instruments. Under AASB 9, impairment
losses are recognised earlier than under AASB 139,

For assets in the scope of the AASB 9 impairment model, impairment losses are generally expected
to increase and become more volatile.
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MASTER BUILDERS FIDELITY FUND
ABN: 19 861 512 557

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 201¢

(i} Recognition and initial measurement

Unless otherwise noted below, all financial assets and financial liabilities are initially recognised when
the Trust becomes party to the contractual provisions of the instrument,

A financial asset or financial liability is initially measured at fair value plus, for an item not at FVTPL,
transaction costs that are directly attributable to its acquisition or issue,

(i) Classification and subsequent movement

Financial Assets

On initial recegnition, a financial asset is classified as measured at: amortised cost; FVOGC] ~ debt
investment; FVYOCI - equity investment; or FVTPL.

Financial assets are not reclassified subsequent to their initial recognition unless the Trust changes
its business model for managing financial assets, in which case all affected financial assets are
reclassified on the first day of the first reporting period following the change in the business model,

A financial asset is measured at amortised cost if it meets both of the following conditions and is not
designated as FVTPL:

= ltis held within a business model whose cbjective is to hold assets to collect contractual cash
flows; and

- lts contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

A debt investment is measured at FVVOCI if it meets both of the following conditions and is not
designated as at FVTPL:

= 1t is held within a business model whose objective is achieved by both collecting contractual
cash flows and selling financial assets; and

- lts contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Trust may irrevocably
elect to present subsequent changes in the investment’s fair value in QCl. This election is made on
an investment-by-investmenit basis.

All financial assets not classified as measured at amortised cost or FVOCI as described above are
measured at FVTPL. This includes all derivative financial assets. On initial racognition, the Trust may
irrevocably designate a financial asset that otherwise meets the requirements {0 be measured at
amortised cost or at FVOCI as at FVTPL if doing so sliminates or significantly reduces an accounting
mismatch that would otherwise arise.
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MASTER BUILDERS FIDELITY FUND
ABN: 19 861 512 557

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

Financial assets: Business model assessment

The Trust makes an assessment of the objective of the business model in which a financial asset is
held on the basis of different classes of assets, The objectives of the business are considered when
determining the business model type.

Financial assets: Subsequent measurement and gains and losses
Financiaf assets at FVTPL

These assets are subsequently measured at fair value. Net gains and losses, including any interest,
are recognised in profit or loss.

Financial assets at amortised cost

These assets are subsequently measured at amortised cost using the effective interest method. The
amortised cost is reduced by any impairment losses. Interest income, foreign exchange gains and
logses and impairment are recegnised in the profit or loss. Any gain or loss on derecognition is
recognised in profit or loss

Debt instruments at FVOCI

These assets are subsequently measured at fair value. Interest income calculated using the effective
interest method, foreign exchange gains and losses and impairment are recognised in the profit or
loss. Other net gains and losses are recognised in OCIl. On derecognition, gains and losses
accumulated in CCI are reclassified to profit or loss.

Equity investments at FVOC!

These assets are subsequently measured at fair value. Dividends are recognised as income in profit
or loss unless the dividend clearly represents a recovery of part of the cost of the investment. Other
net gains and losses are recognised in OCI and are never reclassified to profit or loss.

Financial liabilities - Classification, subsequent measurement and gains and losses

Financial liakilities are classified as measured at amertised cost or FYTPL. A Financial liability is
classified as FVTPL if it is classified as held-for-trading it is a derivative or it is designated as such on
initial recognition. Financial liabilities at FVTPL are measured at fair value and net gains and losses,
including any interest expense, are recognised in profit or loss. Other financial liabilities are
subsequently measured at amortised cost using the effective interest method. Interest expense and
foreign exchange gains and losses are recognised in profit or loss. Any gain or loss on derecognition
is also recognised in profit or loss.
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MASTER BUILDERS FIDELITY FUND
ABN: 19 861 512 557

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

Impairment of financial assets

Non-derivative financial assets

Financial instruments

The Trust recognises loss allowances for expected credit losses (ECLs) on;
- Financial assets measured at amortised cost; and
- Debt instruments measured at FVOCI,

The Trust measures loss allowances at an amount equal to lifetime ECLs, except for the following
financial instruments which are measured at 12-month ECL's:

- Debt securities that are determined to have a low credit risk at the reporting date;

- Other debt securities and bank balances for which credit risk has not increased significantly
since initial recognition.

When determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECLs, the Trust considers reascnable and supportable information
that is relevant and available without undue cost or effort.

Impairment of Non-Financial Assefs

At the end of each reporting period the trust determines whether there is evidence of impairment
indicator for nen-financial assets.

Where this indicator exists and regardless of goodwill, indefinite life intangible assets and intangible
assets not yet available for use, the recoverable amount of the asset is estimated.

Where assets do not operate independently of other assets, the recoverable amount of the relevant
cash-generating unit (CGU) is estimated.

The recoverable amount of an asset or CGU is the higher of the fair value less costs of disposal and
the value in use. Value in use is the present value of the future cash flows expected to be derived
from an asset or cash-generating unit.

Where the recoverable amcunt is less than the carrying amount, an impairment loss is recognised in
profit or loss.

Reversal indicators are considered in subsequent pericds for all assets which have suffered an
impairment loss, except for goadwill.
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MASTER BUILDERS FIDELITY FUND
ABN: 19 861 512 557

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

Investments and Other Financial Assets

Recognition

Financial assets are initially measured at cost on frade date, which includes transaction costs, when
the reflated contractual rights or cbligations exist, Subsequent to initial recognition these instruments
are measured as set out below,

Fair value

Fair value is determined based on current bid prices for all quoted investments. Valuation techniques
are applied to dstermine the fair value for all unlisted securities, including recent arm's length
transactions, reference o similar instruments and option pricing models.

Cash and Cash Equivalents

Cash and cash equivalents comprises cash on hand, demand deposits and short-term investments
which are readily convertible to known amounts of cash and which are subject to an insignificant risk
of change in value. Bank overdrafis also form part of cash equivalents and are presented within
current liabilities on the statement of financial position.

Revenue and Other Income

Contribution revenue comprises amounts charged for the issue of warranty certificates. The earned
portion of the contribution received and receivable is recognised as revenue. The pattern of
recognition over the certificate period is hased on the pattern of risk underwritten. The proportion of
contributions received and receivable not earned at balance date are recognised in the balance sheet
as unearned contributions liability.

Interest revenue

Interest revenue is recognised using the effective interest rate method.
Goods and Services Tax {GST)

Revenue, expenses and assets are recognised net of the amount of GST, except where the amount
of GST incurred is not recoverable from the Australian Taxation Office {(ATO).

Receivables and payables are stated inclusive of GST.

Cash flows in the statement of cash flows are included on a gross basis and the GST component of
cash flows arising from investing or financing activities which is recoverable from, or payable to, the
taxation authority is classified as operating cash flows.
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MASTER BUILDERS FIDELITY FUND
ABN: 19 861 512 557

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

Comparative Amounts

Comparatives are consistent with prior years, unless otherwise stated.

Where a change in comparatives has also affected the opening retained earings previously
presented in a comparative period, an opening statement of financial position at the earliest date of
the comparative period has been presented.

New Accounting Standards and Interpretations

The Australian Accounting Standards Board has issued new and amended Accounting Standards
and Interpretations that have mandatory application dates on current reporting periods. No
accounting standard has been adopted earlier than the application date stated in the standard. The
following table summarises the requirements, and their impact on the trust:

Application Application

AASB date of the date for the
amendment AASB Standard affected Standard trust
AASB 9 Financial Instruments 1 January 2018 30 June 2019

AASB 9 Financial Instruments (AASB 9) replaces AASB139 Financial Instruments: Recognition and
Measurement (AASE 139) for annual periods beginning on or after 1 January 2018, bringing
together all three aspects of the accounting for financial instruments: classification and
measurament; impairment; and hedge accounting.

The Trust has applied AASB 9 retrospectively, with an initial application date of 1 July 2018, The
Trust has not restated the comparative information, which continues to be reported under AASB
139. Differences arising from the adoption of AASB 9 have been recognised directly in apening
retained earnings and other components of equity as at 1 July 2018,

The key changes that affect the trust on initial application include certain simplifications to the
classification of financial assets, simplifications to the accounting of embedded derivatives, upfront
accounting for expected credit loss, and the irrevocable election to recognise gains and losses on
investments in equity instruments that are net held for trading in other comprehensive income. AASB
8 introduces a new model for hedge accounting that will allow greater flexibility in the ability to hedge
risk, particularly with respect to hedges of non-financial items. Should the entity elect to change its
hedge policies in line with the new hedge accounting requirements of the Standard, the application
of such accounting would he largely prospective.
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MASTER BUILDERS FIDELITY FUND
ABN: 19 861 512 557

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

Application  Application

AASB date of the date for the
amendment AASB Standard affected Standard trust
AASB 15  Revenue from Contracts with Customers 1 January 2018 30 June 2019

AASB 15 will replace the accounting requirements applicable te revenue with a single, principles-
based model, Apart from a limited number of exceptions, including leases, the new revenue model in
AASB 15 applies to all contracts with customers as well as non-monetary exchanges between
entities in the same line of business to facilitate sales to customers and potential customers.

The core principle of the Standard is that an entity will recognise revenue to depict the transfer of
promised geods or services to customers in an amount that reflects the consideration to which the
entity expects to be entitled in exchange for the goods or services. To achieve this objective, AASB
15 provides the following five-step process:

- identify the contract(s} with a customer;

- identify the performance obligations in the contract(s),

- determine the transaction price;

- allocate the transaction price to the performance obligations in the contract(s); and
- recoghise revenue when (or as) the performance obligations are satisfied.

The transactional provisions of this Standard permit an entity to either: restate the contracts that
existed in each prior period presented per AASB 108: Accounting Policies, Changes in Accounting
Estimates and Errors (subject to certain practical expedients in AASB 15); or recognise the
cumulative effect of retrospective application to incomplete contracts on the date of initial
application. There are also enhanced disclosure requirements.

Application Application

AASB date of the date for the
amendment AASB Standard affected Standard trust
AASB 16  Leases 1 January 2019 30 June 2019

This Standard replaces the accounting requirements applicable to leases in AASB 117: Leases and
related Interpretations. AASB 18 introduces a single lessee accounting medel that eliminates the
requirement for leases to be  classified as operatng or finance leases.
The main changes introduced by the new Standard are as follows:

- recognition of a right-to-use asset and liability for all leases (excluding short-term leases with less
than 12 months of tenure and leases relating to low-value assets);
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MASTER BUILDERS FIDELITY FUND
ABN: 19 861 512 557

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

- depreciation of right-to-use assets in line with AASB 118; Property, Plant and Equipment in profit or
loss and unwinding of the liability in principal and interest components;

- inclusion of variable lease payments that depend on an index or a rate in the initial measurement of
the lease liability using the index or rate at the commencement date;

- application of a practical expedient to permit a lessee to elect not to separate non-lease
compoenents and instead account for all components as a lease; and

- inclusion of additional disclosure requirements.

The transitional provisions of AASB 16 allow a lessee to either retrospectively apply the Standard to
comparatives in line with AASB 108: Accounting Policies, Changes in Accounting Estimates and
Errors or recognise the cumulative effect of retrospective application as an adjustment to opening
equity on the date of initial application.

Critical accounting estimates

The preparation of a financial report in conformity with Australian Accounting Standards requires
management to make judgements, estimates and assumptions that affect the application of policies
and reported amounts of assets and liabilities, income and expenses. The estimates and associated
assumptions are based on historical experience, external advice and various other factors that are
believed to be reasonable under the circumstances, the results of which form the basis of making
the judgements about carrying value of assets and liabilities estimates. The entity's most significant
estimates relate to warranty certificates (see Note 12}, The key actuarial assumptions are:

Contribution Liability:

Contributicns are considered in two parts; insolvency risks and warranty risk. Insolvency risk relates
to the constructions phase and ceases once the construction is finalised. Warranty risk covers a
pericd of up 1o 6 years,

Insolvency Requests:
In respect of insolvency requests, management have assumed an insolvency claim rate of 0.19%
{inclusive of catastrophe, GST and gross of excess).

Warranty Requests;
The warranty requests are assumed at 0.07% (inclusive of catastrophe, GST and gross of excess).
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MASTER BUILDERS FIDELITY FUND
ABN: 19 861 512 557

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 201¢

Economic Assumptions:

The contribution and request liabilities are calculated on a discounted present value basis, using
rates appropriate to Commonwealth Government Bonds. Management have not made an explicit
inflation assumption in relation to request payments, which are, however, consistent with inflation at
3% per annum.

Acquisition Costs

A portion of acquisition costs relating to the unearned premium revenue is deferred as an asset as it
represents future benefits to the fund. Deferred acquisition costs are measured at the lower of cost
and the recoverable amount. A write-down to the recoverable amount is recognised where the
prasent value of expected future requests (including settlement costs) in relation to the business
written to the reporting date exceeds related unearned premiums. Deferred acquisitions costs are
amortised in accordance with the expected pattern of incidence of risk under related contracts,

Requests

Requests incurred expenses and liabilitiss for outstanding requests which are recognised in respect
to certificates issued. The liability covers incurred but not reported requests and the anticipated
direct and indirect costs of settling those requests. Requests ocutstanding are assessed by reviewing
individual claim files and estimating un-notified requests and settlement costs using statistics based
on past experience trends.

The liability for outstanding requests is measured as the central estimate of the present value of the
expected future payments. The expected future payments are estimated on the basis of the ultimate
cost of settling requests. The expected fulure payments are then discounted to a present value at
reporting date using discount rates based on Commonwealth Government Bonds.

Finance Costs

Finance costs are recognised in the statement of comprehensive income in the period in which they
are incurred.
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MASTER BUILDERS FIDELITY FUND

ABN: 19 861 512 557

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

2019 2018
$ $

Revenue and Other income
Contributions 2,513,447 1,863,869
Interest Received 500,232 386,891
Movement in Net Market Values 42,915 15,147
Other Revenue 455 476,136
Total revenue 3,057,049 2,742,043
Auditors’ Remuneration
Auditors' Remuneration 29,870 29,977
Income Tax Expense
The prima facie tax payable on profit before income tax
is reconcited to the income tax expense as follows:
Prima facie tax payable on profit before income tax at
27.5% (2018; 27.5%): 259,698 23,135
Add:
Tax effect of:

Gross up of fully franked dividends 4617 5,650

Permanent differences 42 -

264,357 28,785

Less:
Tax effect of:

Franked dividends converted into losses 16,789 20,545

Tax effect of timing differences not brought into

account 247,568 8,240

Income tax expense attributable to trust

Deferred tax assets not brought to account, the benefits of which will only be realised if the Fund
derives future assessable income of a nature of and of an amount sufficient to enable the benefit
from any deductions for the losses, the Fund continues to comply with the conditions of deductibility
imposed by Legislation and there are no changes in the tax legislation which adversely affect the

Fund in realising the benefit from the deduction for the losses.

Deferred tax assets (unrealised)
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MASTER BUILDERS FIDELITY FUND

ABN: 19 861 512 557

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

2019 2018
$ $
Cash and Cash Equivalents
Bank Account 1 819,651 235,998
Express Saver 700,000 1,003,441
1,519,651 1,239,439
Reconciliation of cash
Cash and Cash equivalents reported in the statement
of cash flows are reconciled to the equivalent items in
the statement of financial position as follows:
Cash and cash equivalents 1,619,651 1,239,439
1,518,651 1,239,439
Financial Assets
Current
Public Trustee Cash Fund 945,797 856,982
Term Deposit 1470 2,800,000 2,800,000
Term Deposit 4561 1,200,000 1,200,000
Public Trustee Balanced Fund 5,401,926 5,076,039
Term Deposit 5021 900,000 500,000
11,247,723 10,433,021
Deferred Acquisition Costs
Deferred acquisition costs at beginning of the year 1,231,626 1,214,356
Additions 440,420 425,209
Amortisation (430,438) (407,939)
Impairment (543,758) -
Deferred acquisition costs at end of the year 697,850 1,231,626
Allocation
Current 192,230 392,886
Nen-current 505,620 838,740
697,850 1,231,626

Page 18




MASTER BUIL.DERS FIDELITY FUND
ABN: 19 861 512 557

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 201¢

Page 19

2018 2018
$ $
8 Trade and Other Receivables
Current
Sundry Debtors 13,473 15,557
Trade Debtors 271,362 113,877
GST Receivable - 16,388
284,835 145,822
9 Plant and Equipment
Fixed Assets 161,046 151,046
Less: Accumulated Depraciation {148,780) (149,256)
Total Plant and Equipment 1,266 1,790
Movements in Carrying Amounts
Movement in the carrying amounts for each class of property, plant and equipment between the
beginning and the end of the current financial year.
Plant and Total
Equipment
$ s
Balance at 1 July 2018 2,314 2,314
Depreciation expense {524) (524)
Balance at 30 June 2018 1,790 1,790
Depreciation expense (524) (524)
Carrying amount at 30 June 2019 1,266 1,266
10 Unearned Contributions
Unearned Contributions at the beginning of the year 6,159,097 6,472,823
Contributions income deferred 2,741,945 1,550,143
Contributions income recognised {2,613,447) (1,863,869)
Unearned contributions at the end of the year 6,387,595 6,159,097




MASTER BUILDERS FIDELITY FUND
ABN: 19 861 512 557

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

2019 2018

$ $
Analysis of Total Provisions
Current 1,931,607 2,038,572
Non-current 4,455,988 4,120,525

6,387,595 6,159,097

1 Qutstanding Requests
Current
Claims incurred, not reported 309,785 623,312
Non Current
Claims incurred, not reported 2,741,334 2,654,961
i2 Outstanding Requests - Detail
2019
Current Non-Current Total

Reported Request Liabilities 46,314 1,073,559 1,119,873
Valuation Margin - Reported 110 644,113 644,223
Reported Request Provision 46,424 1,717,672 1,764,096
IBNR Request Liabilities 175,188 639,481 814,669
Valuation Margin {I[BNR) 113,872 611,603 725475
IBNR Provision 289,080 1,251,084 1,540,144
Gross Request Provision 335,485 2,968,756 3,304,240
GST / Excess recoveries {25,700) {227,422) (253,122)
Net Claims Provision 309,785 2,741,334 3,051,118
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ABN: 19 861 512 557

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

2019 2018
$ $
12 Qutstanding Requests - Impact of Discounting
2019
Undiscounted Discount Discounted
Reportad Request Liabilities 1,146,420 (26,547) 1,119,873
Valuation Margin - Reparted 660,111 (15,887) 644,223
Reported Request Provision 1,806,530 (42,434) 1,764,096
IBNR Request Liabilities 837,928 (23,259) 814,669
Vaiuation Margin (IBNR) 747,778 (22,304) 725475
IBNR Provision 1,585,707 (45,562) 1,540,144
Gross Request Provision 3,392,237 (87,996) 3,304,240
GST / Excess recoveries (259,863) 6,741 (253,122)
Net Claims Provision 3,132,374 (81,255) 3,051,118
13  Trade and Other Payables
Current
GST Payable 28,619 -
Trade Creditors 72,294 -
Accruals 66,660 413,645
167,573 413,645
14 Retained Earnings
Retained earnings at the beginning of the financial year 3,200,683 3,116,555
Net profit attributable to beneficiaries 944,355 84,128
Retained earnings at the end of the financial year 4,145,038 3,200,683

Page 21



MASTER BUILDERS FIDELITY FUND
ABN: 19 861 512 5567

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 201¢

2019 2018
$ $

15

16

17

Contingent Liabilities
Estimates of the potential financial effect of contingent liabilities that may become payable;

Contingent Liabilities

Four claims were made to the Master Builders Fidelity Fund in late 2017. Those claims relate to unit
developments constructed by two different companies. The claims have all been rejected by the
Master Builders Fidelity Fund, summarily on the basis that the claims are out of time. Proceedings
have been commenced against the Master Builders Fidelity Fund in respect of a unit development
constructed by one of these companies. As the Trustees are of the opinion the claims are not valid
no claim accrual has been recorded as at 30 June 2019. A hearing was held in 2018 and a decisicn
handed down on 13 February 2019 in favour of the Master Builders Fidelity Fund, The matter has
been appealed by the other party and is expected to have a positive outcome for the Fidelity Fund. It
is unknown when the appeal decision will be handed down.

Related Party Transactions

Transactions between related parties are on normal commaercial ferms and conditions. These terms
and conditions are ne more favourable than those available to other parties unless otherwise stated.
Transactions with related parties:

During the 2003 financial year the fund entered into an agreement with the Master Builders

Association of the ACT for provision of administration services. Payments made in accordance with
this agreement for the year were $789,051 (2018: $542,084),

Cash Flow Information

Reconciliation of Cash Flow from Operations with
Profit for the year

Profit for the year 944,355 84,128
Non-cash flows in profit

Depreciation 6524 1,972
Unrealised gain on investments (net) (42,915) (15,147)
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18

2019 2018

$ $
Changes in assets and liabilities, net of the effects
of purchase and disposals of subsidiaries
{Increase) / Decreass in receivables (112,479) (77,990)
({Increase) / Decrease in deferred acquisition costs 633,776 (17,270)
Increase / (Decrease) in payables (274,692) 269,867
Increase / {Decrease) in cutstanding requests (227,154) 399,621
Increase / {Decrease) in unearned contributions 228,498 {313,726)

1,049,913 331,455

Financial Risk Management

The trust is exposed to a variety of financial risks through its use of financial instruments.

This note discloses the trust's objectives, policies and processes for managing and measuring these
risks.

The trust's overall risk management plan seeks to minimise potential adverse effects due to the
unpredictability of financial markets.

2019 2018
$ $

Financial Assets

Cash and cash equivalents 1,519,651 1,238,438
investments 11,247,723 10,433,021
Receivables 284,835 128,434
Total Financial Assets 13,052,209 11,801,894
Financial Liabilities

Payables (167,571) {397,257)

The Fund does not have any derivative instruments at 30 June 2019,

The most significant financial risks to which the trust is exposed to are described below:

Specific Risks

The Funds financial instruments consist mainly of deposits with banks, short-term investments, listed
equities and accounts receivable and payables. The trustees' overall risk management strategy
seeks to assist the trust in meeting its financial targets, whilst minimising potential adverse effects on
financial performance. Risk management policies are approved and reviewed by the trustees on a
regular basis, These include the credit risk policies and future cash flow requirements.

Page 23



MASTER BUILDERS FIDELITY FUND
ABN: 19 861 512 557

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

2019 2018
$ $

Market Risk

Interest rate risk

The main risks the Fund is exposed to through its financial instruments are interest rate risk and
market rate risk.

The Fund has funds invested in fixed rate term deposits which are exposed to the fluctuations in
interest rates and funds invested in listed equities. The trustees review the funds exposure on a
reqular basis in accordance with the Fund's investment strategy.

Liquidity Risk

The Fund manages liquidity risk by monitoring forecast cash flows.

2019 Weighted Floating Fixed Interest Non-nterest Total
Average Interest Rate Rate Maturing  Bearing
Effective ot Fixedfor 11o5 Years
Interest Rate Less than 12

months

i i - flows
Flna!nmal assets - cash % $ $ $ $
realisable
Cash and cash equivalents 0.49 700,000 - 819,651 1,519,651
Investments 3.66 5,845,797 - 5401926 11,247,723
Receivables - - 284,835 284,835
Total anticipated inflows 6,545,797 - 6,506,412 13,052,209
Financial liabilities -~ cash flows
realisable
Payables - - {167,671) (167,571)
Net (outflow)/inflow on financial instruments 6,545,797 - 6,338,841 12,884,638
2018
Financial assets - cash flows % § $ $ $
Cash and cash equivalents 0.58 1,003,441 - 235,908 1,239,439
Investments 2,46 5,356,982 - 5,076,030 10,433,021
Receivables - - 129,434 129,434
Total anticipated inflows 6,360,423 - 5441,471 11,801,894
Financial liabilities - cash flows
Payables - - (397,257) (397,257}
Net (outflow)inflow on financial instruments 6,360,423 - 5044214 11,404,837
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2019 2018
$ $
Trade and sundry payables are expected to be paid as follows:
2019 2018
$ $
Less than 6 months 167,571 397,257
167,571 397,257

Credit risk

The maximum exposurs to credit risk, excluding the value of any collateral or other security, at
balance date to recognised financial assets, is the carrying amount, net of any provisions for
impairment of those assets, as disclosed in the balance sheet and notes to the financial statements.
There are no material amounts of collateral held as security at 30 June 2018. The trust does not
have any material credit risk expostre at any single receivable or group of receivables under
financial instruments entered into the trust. Credit risk is reviewed regularly by the trustees. It arises

from exposures to customers as well as through deposits with financial institutions.

The trust does not hold any financial assets with terms that have been renégotiated, but which would

otherwise be past due or impaired.

The other classes of receivables do not contain impaired assets,
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2019 2018
$ $

Other risk

Certificate Risk Management

Cettificate activities primarily involve the underwriting of risks and the management of requests. A
disciplined approach to risk management is adopted. Statistical models that combine historical and
protected data are used to calculate premiums and monitor request paftterns. Management
information systems are maintained that provides timely and reliable data on the risks to which the
fund is exposed. The fund also undertakes due diligence process for all builders prior to issuing a
certificate. The fund has not entered into any reinsurance arrangements,

Fair Values

The fair values of financial assets and financial liabilities are presented in the following table and can
be compared to their carrying values as presented in the statement of financial position. Fair values
are those amounts at which an asset could be exchanged, or a liability settled, between
knowledgeable, willing parties in an arm's length transaction.

Fair values derived may be based on information that is estimated or subject to judgment, where
changes in assumptions may have a material impact on the amounts estimated. Areas of judgment
and the assumptions have been detailed below. Where possible, valuation information used to
calculate fair value is extracted from the market, with more reliable information available from
markets that are actively traded. In this regard, fair values for listed securities are obtained from
guoted market bid prices. Where securities are unlisted and no market quotes are available, fair
value is obtained using discounted cash flow analysis and other valuation techniques commonly
used by market participants.

201% 2018
Carrying : Carrying .
Amount Net Fair Value Amount Net Fair Value
$ § $ $
Financial Assets
Cash and cash equivalents 1,519,651 1,519,851 1,239,439 1,239,439
Investments 11,247,723 11,247,723 10,433,021 10,433,021
Receivables 284,835 284,835 129,434 129,434
Total Financial Assets 13,052,208 13,052,209 11,801,894 11,801,804
Financial Liabilities
Payables {187,571) (167.571) {397,257) (397,257)
Total Financial Liabilities {187,571) (167,571) {397,257) (397.257)
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2018 2018
$ $

Sensitivity Analysis

Interest Rate

The trust has performed a sensitivity analysis relating to its exposure to Interest Rate risk at balance
date. This sensitivity analysis demonstrates the effect on the current year results and equity which
could result from a change in these risks.

Interest Rate Sensitivity Analysis:

At 30 June 2019, the effect on profit and equity as a result of changes in the Interest Rate, with all
other variables remaining constant would be as follows:

2019 2018
$ $

Change in profit

Increase in Interest Rate by 1% 65,458 63,604

Dacrease in Interest Rate by 1% {65,458) (63,604)
Change in equity

Increase in Interest Rate by 1% 65,458 63,604

Decrease in Interest Rate by 1% {65,458) {63,604)

The fund has no exposure to fluctuations in foreign currency.

Market Value

The trust has performed a sensitivity analysis relating to its exposure to Market Value risk at balance
date. This sensitivity analysis demonstrates the effect on the current year results and equity which
could result from a change in these risks,

Market Value Sensitivity Analysis:

At 30 June 2019, the effect on profit and equity as a result of changes in the Market Value, with all
other variables remaining constant would be as follows:

2019 2018
$ $

Change in profit

Increase in Market Value by 10% 540,193 507,604

Decrease in Market Value by 10% (540,193) (507,604)
Change in equity

Increase in Market Value by 10% 540,193 507,604

Decrease in Market Value by 10% {540,193) (607,604)

Page 27



MASTER BUILDERS FIDELITY FUND
ABN: 19 861 512 557

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

2019 2018
$ $

19

Fair Value Measurement

The trust measures the following assets and liabilities at fair value on a recurring basis:

The fair values of financial assets and financial liabilities are presented in the following table and can
be compared to their cairying amounts as presented in the statement of financial position.

Refer to Note 1 for detailed disclosures regarding the fair value measurement of the company's
financial assets and financial liabilities.

Differences between fair values and carrying amounts of financial instruments with fixed interest
rates are due to the change in discount rates being applied by the market since their initial
recognition by the company. Most of these instruments, which are carried at amortised cost are to
be held until maturity and therefore the fair value figures calculated bear little relevance to the
company,

Fair Value Hierarchy

AASB 13 Fair Value Measurement requires all assets and liabilities measured at fair value to be
assighed to a level in the fair value hisrarchy as follows:

Unadjusted quoted prices in active markets for identical assets or liabiiities

Level 1
eve that the entity can access at the measurement date.
Inputs other than quoted prices included within Level 1 that are observable for
Level 2 o . ; S
the asset or lighility, either directly or indirectly.
Level 3 Unobservable inputs for the asset or liability.

The table below shows the assigned level for each asset and liability held at fair value by the trust;

Level 1 Level 2 Level 3 Total
30 .June 2019 $ $ $ $
Recurring fair value measurements
Financial Assets
Shares in listed companies 5,401,926 - - 5,401,926
Total Financial Assets 5.401,926 - - 5,401,926
5,401,926 - - 5,401,926
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20

2019 2018
$ $

30 June 2018
Recurring fair value measurements
Financial Assets
Shares in listed companies 5,076,039 5,076,039
Total Financial Assets 5,076,03¢ 5,076,039

5,076,03¢ 5,076,039

Capital Management
a. Capital Adequacy Test

Master Builders Fidelity Fund has the following externally imposed capital requirements;

As detailed in Section 17 of the Building (Prudential Standards) Determination 2002 (the Standards)
the fund must maintain sufficient capital at all times. Section 28 of the Standards requires the
outstanding requests liability and fidelity certificate liabilities of the fund to be calculated in
accordance with the prudential standard GPS 320 issued by the Australian Prudential Regulation
Authority. Based on an actuarial report and Certificate of Solvency, dated 17 September 2019
prepared by Professional Financial Solutions Pty Lid, in accordance with GPS 320 the fund exceeds
the required capital thresholds as at 30 June 2019 by approximately $3,136,093 (2018: $2,114,067)

as shown below.

Capital adequacy required as per section 17 of the
Standards

Less: Capital calculated in accordance with GPS 320

Capital in excess of requirements

1,000,000 1,000,000
4,136,093 3,114,067
3,136,093 2,114,067

This requirement has been met.
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2019 2018
$ $
b. Liability Adequacy Test
The liability adequacy test has been conducted using
the central estimate of the premium liabilities,
adjusted as appropriate, together with an appropriate
margin. The test is based on prospective information
and is also heavily dependent on assumptions and
judgemeants,
Unearned contribution liability 6,387,595 6,159,097
Deferred acquisition costs (697,850) {1,231,626)
5,689,745 4,927 471
Central estimate of present value of expected future
cash flows from future requests in accordance with
GPS 320
- Warranty requests 4,356,735 3,876,998
- Insolvency requests 1,333,010 §72,012
5,689,745 4,749,010
Net Surplus - 178,461
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TRUSTEES' DECLARATION

The trustees declare that:

a) The financial statements and notes, as set out on pages 2 to 29, present fairly the trust's
financial position as at 30 June 2018 and its performance for the vear ended on that date in
accordance with Australian Accounting Standards (including Australian  Accounting
Interpretations); and

b) There are reasonable grounds to believe that the trust will be able io pay its debis as and when
they become due and payable.

Signed in accordance with a resolution of the trustees.

Trustee: }é: 5’%

{TAMES HANEAttAN

Trustee: /Zm%
et el (1))

Dated 5 DQC@W\WV 2019
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