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Notes to the Financial Statements (continued)
FOR THE YEAR ENDED 30 JUNE 2010

22. FINANCIAL INSTRUMENTS

(a) Financial risk management policies

As at the 30 June 2010 the Group’s principal financial instruments comprised of cash, short-term deposits, and
resident loans and accommodation bonds and interest-bearing borrowings.

The main purpose of these financial instruments is to invest funds which are currently surplus to short-term needs.
The main risks arising from the Group’s financial instruments include matching of cash flows arising from maturing
investments, and the operational requirements for funding, and counter-party risk.

Details of significant accounting policies and methods relating to measurement of financial instruments are
disclosed in note 3 to the financial statements.

(b) Instruments used by the Group

(i) Interest rate swaps - cash flow hedges

Interest bearing loans of the Group currently bear an average variable interest rate of 4.4%. In order to protect
against rising interest rates the Group has entered into interest rate swap contracts under which it has a right to
receive interest at variable rates and to pay interest at fixed rates.

At 30 June 2010, after taking into account the effect of interest rate swaps, approximately 52% of the Group’s
borrowings are at a fixed rate of interest (2009: 56%) and are timed to expire at the renewal dates of the loan.

The fixed rate for the existing swap contract is 6.79% (2009: 6.79%) and the variable rate is consistent with the 90
day bank bill.

(b) Instruments used by the Group

(i) Interest rate swaps - cash flow hedges
At 30 June 2010, the notional principal amount and the period of expiry of the interest rate swap contracts is as follows:
Consolidated

2010 2009
$'000 $'000

0-1years - -
1-2years 60,000 50,000
60,000 50,000

The interest rate swaps require settlement of net receivable or payable each 90 days. All swaps are matched
directly against the appropriate loans and interest expense and as such are considered highly effective. At balance
date the carrying value of the swap is equal to the fair value.

(i) Matching of cash flows
The Group maintains a portfolio of investments with staggered maturity dates or in ‘at call’ facilities and, thus
anticipating foreseeable needs for funding.

(c) Interest rate risk
Information regarding interest rate risk exposure is set out in note 3.

(d) Credit risk

The Group's maximum exposure to credit risk at balance date in relation to each class of recognised financial asset
is the carrying amount of those assets indicated in the Balance Sheet. The Group has a policy of not investing more
than 25% of assets available for investment with any single institution which must also be licensed with APRA as an
authorised deposit taking institution.
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	In addition, the following employment arrangements are included in the employment contract:
	STI = eligible for a discretionary STI as determined by the Board from time to time.
	LTI = The Board may, in its absolute discretion, offer ZEPOs worth up to $350,000 (or, at the Board's absolute discretion, a greater sum) each year conditional upon prior approval by the shareholders of the Company.
	Performance (including key performance indicators) during the financial year will be taken into account when determining the allocation of ZEPOs. Any ZEPOs allocated will vest over three years.

	In the case of termination of the MD, Steven Mann, the following arrangements will apply in relation to STI and LTI:
	if termination is immediate, there will be no entitlement to any payments or benefits under any STI or LTI arrangements (even if his employment terminates after the completion of a financial year).
	if the MD resigns his employment:
	after the completion of a financial year but before the date of payment of any STI, the MD will be eligible to receive an STI determined by the Board for the previous financial year; and
	any unvested MD ZEPO's granted will immediately lapse on the Termination Date.

	if the Company terminates the MD’s employment:
	the MD may be entitled to a payment in respect of an STI for the period to the Termination Date (being a period for which no STI has been determined or paid), calculated as a proportional amount having regard to the period of time the Executive works ...
	any MD ZEPOs granted will vest on the Termination Date and will be exercisable by the MD for a period of three months commencing on and from the Termination Date



	3.0 CFS_Auditor's Independence Declaration
	Auditor’s Independence Declaration to the Directors of Aevum Limited
	In relation to our audit of the financial report of Aevum Limited for the financial year ended 30 June 2010, to the best of my knowledge and belief, there have been no contraventions of the auditor independence requirements of the Corporations Act 200...
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	Ernst & Young
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	Report on the Financial Report
	We have audited the accompanying financial report of Aevum Limited, which comprises the statement of financial position as at 30 June 2010, and the income statement, the statement of comprehensive income, the statement of changes in equity and stateme...
	Directors’ Responsibility for the Financial Report

	The directors of the company are responsible for the preparation and fair presentation of the financial report in accordance with the Australian Accounting Standards (including the Australian Accounting Interpretations) and the Corporations Act 2001. ...
	Auditor’s Responsibility

	Our responsibility is to express an opinion on the financial report based on our audit.  We conducted our audit in accordance with Australian Auditing Standards and International Standards on Auditing. These Auditing Standards require that we comply w...
	An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial report. The procedures selected depend on our judgment, including the assessment of the risks of material misstatement of the financial...
	We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
	Independence

	In conducting our audit we have met the independence requirements of the Corporations Act 2001.  We have given to the directors of the company a written Auditor’s Independence Declaration, a copy of which is included in the directors’ report.  In addi...
	Auditor’s Opinion

	In our opinion:
	1. the financial report of Aevum Limited is in accordance with the Corporations Act 2001, including:
	giving a true and fair view of the consolidated entity’s financial position at 30 June 2010 and of its performance for the year ended on that date; and
	complying with Australian Accounting Standards (including the Australian Accounting Interpretations) and the Corporations Regulations 2001.
	2. the financial report also complies with International Financial Reporting Standards as issued by the International Accounting Standards Board.
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