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By Scott Martin

A copy of our annual
report is available on our
website or by calling LCU
on 9859 0585

On behalf of the Board, I am pleased to present to Member Services and Marketing
Members the 2017 Annual Report for Laboratories Credit LCU has implemented an exciting range of online products
Union Limited in our 63rd year.
to enhance member convenience:
1. Xero bank feeds will be available to LCU members
Financial and Operating Performance
soon.
Compared with recent years, LCU experienced an
2. Cleaner, interactive and more responsive website
impressive growth in loans this year (9.3% cf 5.4%, 2016)
(August 2016),
and a marked slowing in deposit growth (0.8% cf 4.3%,
3. Android and Apple Pay,
2016). It was LCU's strategic intent to achieve this change,
4. Access to Western Union transactions via Internet
significantly assisted by prevailing sector conditions,
Banking to send funds to overseas recipients.
resulting in some rebalancing of the loans and deposits
portfolios.
LCU has also embarked on renewed online marketing
campaigns using Facebook, LinkedIn, Twitter and Google.
Our pre-tax surplus was very pleasing at $1,123,632 Disappointingly, the industry-led, collaborative Strategic
($1,179,156 2016), bringing LCU's total capital to Vision Project, which Dr. Andrew mentioned in last year's
$12.9million. LCU continues to perform towards the front Chairman's Report, failed to secure sufficiently broad
of the pack (from a member perspective) in terms of net sector support and was discontinued. However, LCU has
interest margin (the gap between the average interest joined a group consortium to acquire and preserve the
rates for loans and deposits); a strategy which delivers project collateral for future initiatives.
higher member value but places pressure on LCU's surplus.
LCU has only been able to sustain this strategy due to Economic Landscape
continued focus and discipline on cost control, exemplified Interest rates have remained steady at historical lows for
by another year with an industry-leading low operating the best part of 2017. CPI sits lower than the RBA 'neutral'
expenses to operating income ratio of 68.4% (cf sector target and the USD exchange rate recently inched above
average of 78.4%, CUFSS, March QTR 2017) - amongst the 80c. Sector and government concerns over an inflated
three lowest for institutions monitored by CUFSS (56 ADIs). residential market, housing affordability and investor
lending growth have been the prevailing characteristics of
Return on assets was 0.47% - greatly improved from 0.38% the year and look to persist strongly into 2018. Despite
five years ago. Capital Adequacy (capital as a percentage of much speculation about legislative changes to negative
risk weighted assets, RWA) has improved from 15.53% gearing in 2017, the landscape has not seen significant
(June 2016) to 16.54% - comfortably within LCU's risk shifts. However, the mutual sector has received some key
tolerance band. Minimum Liquid Holding, MLH sits at a boosts such as the recent relaxation on the restrictions for
comfortable level of 18.85%, down from less efficient levels the use of the word "bank" as government regulators
in excess of 20% in previous years in comparison with the target the big four banks and perhaps gives the sector
major banks which operate below 10%.
some optimism that more playing-field levelling could be
In summary, LCU has delivered another excellent result on the books.
from strong financial fundamentals, which place us well
entering the 2018 year.

(continued on page 3)

Spring into your FIRST home with our Savvy First Home Buyer Loan!

Credit eligibility criteria, terms & conditions, fees & charges apply. Laboratories Credit Union Limited (LCU) ACN 087 650 217 AFSL/Australian credit licence 240807. Only first home buyers are eligible for “The Savvy First Home Buyer
Loan” which offers an ongoing discount of 0.50% off our intelligent Mortgage Variable Loan Rate (currently 4.38% pa) for the first 3 years after funding. *The $800 cashback assistance promotion is available for “The Savvy First Home
Buyer Loan” home loan only. Not available for refinance of existing LCU loans. Rate current as at 01/09/17. **The comparison rate is based on a loan amount of $150,000 over a loan term of 25 years. WARNING: This comparison rate
is true only for the examples given and may not include all fees and charges. Different terms, fees or other loan amounts might result in a different comparison rate.

Tap & Pay with your mobile phone
We offer a choice in mobile pay apps! Add your LCU Visa Debit Card to Android Pay TM or Apple Pay and start making secure
contactless payments on the go using your phone today.
How it works
Paying with your phone is safe, easy to set up and works with the devices you use every day.
1. Select the app that works for your phone
2. Add your LCU debit card
3. No need to open an app, simply wake your phone to use wherever contactless payments are accepted.
Find out more at www.lcu.com.au

Introducing Cash Passport™ Platinum MasterCard®
The new Cash Passport simply outsmarts travel money with the ability to load up to 11 currencies and use it at millions of locations worldwide everywhere MasterCard is accepted.

Load, spend and top up your card on the go, so you’re always in control.
Safer and more secure than cash
Cash Passport offers 24/7 Global Assistance. Simply call the Cash Passport 24/7 Global
Emergency Assistance phone number which can be found on their website
www.cashpassport.com.au/contact-us. They will quickly organise a new card, free of
charge and help you get emergency cash% so you can keep enjoying your holiday.
Keep track of your travel money
‘My Account’ lets you manage your money wherever you are, like reloading your card
and transferring between currencies. Shop with confidence knowing exactly how
much you have to spend, or simply load more funds with the advantage of locked-in
exchange rates*. Load up to 11 currencies: USD, EUR, GBP, NZD, CAD, SGD, JPY, THB,
HKD, AED, AUD+.
Mange money with the New App
The new App gives cardholders an easier way to manage their money while on the
move.
Share or transfer your travel money
Transfer instantly, from your Cash Passport to another Cash Passport issued in
Australia or New Zealand in available currencies.

Convenient and Contactless
Enjoy the freedom of ultra-fast contactless Tap & Go payments for purchases under
AUD100 without signature or PIN. Wherever you see the universal contactless symbol,
your Cash Passport Platinum is ready to go.
Free global Wi-Fi=
Get internet access via millions of Boingo hotspots globally. Get 3 months’ Boingo
membership every time you top up your Cash Passport with $100 AUD or foreign currency
equivalent. Stay connected across a million Boingo hotspots.
How to access Boingo Wi-Fi
1. Verify: Verify your eligibility on Boingo’s website by entering your card number
on mastercard.boingo.com (Please allow up to 24 hours after your load before your eligibility is
verified)
2. Register: If eligible, you can register for a Boingo account to access your 3 months free Wi-Fi
membership.
3. Access: Once registered, you will be provided instructions on accessing global Wi-Fi.
Download the Boingo app on your preferred device and login for easy access.

For more information visit our website www.lcu.com.au

MasterCard Prepaid Management Services Australia Pty Ltd (ABN 47 145 452 044, AFSL 386 837) arranges for the issue of the Multi-currency Cash Passport™ and Cash Passport™ Platinum (“Cash Passport”) in conjunction with the
issuer, Heritage Bank Limited (ABN 32 087 652 024, AFSL 240 984). You should consider the Product Disclosure Statement for the relevant Cash Passport available at www.cashpassport.com.au before deciding to acquire the
product. Any advice does not take into account your personal needs, financial circumstances or objectives and you should consider if it is appropriate for you. MasterCard® and the MasterCard Brand Mark are registered
trademarks of MasterCard International Incorporated. * Lock-in your exchange rates means the exchange rate is locked in for the initial load only. The exchange rates for subsequent reloads will be set at the prevailing exchange
rate at the time of the transaction. Subject to any surcharge that may be imposed directly by merchants. Cash Passport is unable to be used for purchases related to gambling or adult entertainment. Currently Cash Passport
cannot be used in the following countries and geographical regions due to sanctions that are currently in place: Crimea, Iran, North Korea, Sudan and Syria. If you attempt to use your card at merchants in any of these countries
and geographical regions, your request will be declined. In addition, the ATMs and POS terminals are not owned or operated by the Issuer or MasterCard Prepaid Management Services Australia Pty Limited and the Issuer or
MasterCard Prepaid Management Services Australia Pty Limited are not responsible for ensuring that merchants will accept the Card. For example, the Issuer and MasterCard Prepaid Management Services Australia Pty Limited
cannot control when an ATM or POS terminal is due for maintenance or is faulty or if a merchant chooses not to accept the Card. In such cases, your Card may not function properly or be declined. For more information please see
the Product Disclosure Statement at www.cashpassport.com.au. + Before you make a decision to acquire the card, please check www.cashpassport.com.au for the latest currencies supported. % T&Cs apply. Customer must
contact Customer service to report lost or stolen card. Emergency cash can be arranged up to the balance on your Cash Passport, subject to availability of funds at the approved agent location. = T&Cs apply. Wi-Fi is provided by
Boingo hotspots. Visit cashpassport.com.au and mastercard.boingo.com for more information.

Loads instore or online must be in foreign currency, AUD equivalent and in one transaction to be eligible for this promotion. Card designs may vary.
*Ends 31 October 2017. Terms & Conditions apply. Issued by Heritage Bank Limited (ABN 32 087 024, AFSL 240 948). Consider the PDS.
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(Continued Chairman's Report from page 1)
Towards a Level Playing Field
Minister Scott Morrison talked up the alternatives to the four big banks earlier this year.
A couple of new initiatives may also materially assist smaller ADIs (Authorised Deposittaking Institutions) if they come to fruition: a new vehicle for mutuals to raise capital (often
the constraint on growth) and development of a loan sharing scheme allowing one ADI to
share interests in a loan with a second ADI. This second opportunity would be especially
beneficial to LCU by allowing us to spread the risk for larger loans (and loans are getting
larger!) as well as comfortably operating within APRA's caps on investor and interest only
lending.
It is, perhaps, too early yet to state that these concessions constitute a new era of
support for the mutual banking sector, but they are certainly steps in the right direction. It
does reinforce the value of being an enthusiastic proponent in the sector (which we are!)
through COBA (the Customer Owned Banking Association - staff actively involved are
Leanne, Eileen and Joanne), the SAM group (the Small Australian Mutuals group - Leanne is
an executive), Emerging Leaders’ Programme (Dee and Mat) and numerous other industry
groups and events.
Compliance and Regulation
Small ADIs like LCU often struggle to devote the attention and labour to meet ever increasing compliance requirements. LCU's appointment of a dedicated Risk
and Compliance Officer (RCO) has provided LCU with enhanced capability. Since joining LCU as RCO, Joanne O'Donnell has brought a wealth of sector
experience to bear on LCU's management and responses in compliance and regulation - and this is planned to continue with the procurement of a Risk
Management software product next year.
APRA has been particularly active across the entire sector in relation to two aspects this year: lending practices and tempering the growth of investor and
interest only lending. Stock and flow of LCU’s portfolio in these categories are reported regularly to APRA; and LCU considers its leeway within the caps
comfortable to meet member needs for the foreseeable future.
Scholarships
It was my great pleasure to present LCU Tertiary Scholarships for 2017 to recipients Nicole Moore, Olivia Maley, Angus Guihot, Ian Thorvaldson, Tomas Brown,
Alexandra Moir, Lewis Clark, Taylor Springthorpe, Nicola Humphries, Daniel Leach, Carlye Pymble and Asher Hudson. LCU's tertiary scholarship scheme was
instigated by former director Don Pendergast, who attended the luncheon ceremony, which remains an event central to LCU's bond.
Since the inception of the CSIRO Alumni Scholarship in Physics in 2015, LCU has been the major sponsor, in the memory of Drs Gerry Haddad, Tony Farmer,
John Dunlop and Don Price. As an ex-colleague of these fine gentlemen at CSIRO Lindfield I am particularly proud of the support LCU provides to this prestigious
award. I also have the privilege, along with fellow director Dr Tony Murphy and former director Dr Warren King, to be a member of the selection panel for the
scholarship. In 2017, Scott Lyles was unanimously chosen to receive the $5000 travel scholarship. Scott will use the scholarship to visit Professor Charlie Marcus
at the Niels Bohr Institute in Denmark, where he will conduct ultra-fast single spin measurements to characterise hole spin coherence in GaAs - an important
topic for quantum computing.
Board and Staff
I would like to thank my fellow Directors, Anita Andrew (Deputy Chair), Frank Benito de Valle, Kieran Greene, Tony Murphy, Allison Smart (Chair of the Board
Risk Committee), Peter Steele and John Stephens (Chair of the Board Audit Committee) for their valuable contribution to the governance of LCU over the past
year. In particular, I acknowledge Dr Anita Andrew for her superlative work as former Chair of the Board and for ongoing advice and support as Deputy Chair. I
would also like to thank our Associate Directors Paul Swan and Amber O’Connell, who attend Board meetings by invitation and provide invaluable service and
views to the Board - they have both made unprecedented contributions to the strategic planning activities of the Board and governance.
The Board gratefully acknowledges the friendly service and commitment of our staff Leanne Harris, Eileen Thoms, Lyn Slatter, Kerrie Griffiths, Rhonda Hatton,
Susanne Tran-Lowder, Jenny Vote, Nalini Mannie, Deepthi Satheesan, Joanne O’Donnell and Betty Ho. Personal service and member value are the cornerstones
of LCU’s success. Remarkably, LCU recruited a male employee, Matthew Thoms, in 2017 - a small but infinite improvement towards gender balance!!
On behalf of LCU staff, directors and members I congratulate Jenny Vote on her retirement this year after a 17-year career with LCU. Jenny's helpful and sunny
disposition will be familiar to many of you and we all wish her a long and happy retirement.
However, on a distinctly sadder note, I pay our respects to two faithful servants of LCU in years gone by who have passed away this year: firstly, Kevin Loughry,
a founder director of LCU, member number 4 and director for an incredible 37 years between 1954 and 1990. Secondly, Geoffrey Bannister who served LCU as
Internal Auditor until 2012.
Looking Forward
Looking ahead there is good reason to be confident in LCU's continued strong performance. If there is one aspect of the LCU strategy that is less certain, it is
the long-term age distribution of our membership. We are not alone here - it is an issue facing many mutual ADIs. Once LCU attracts a new member, they
quickly become a very satisfied customer, however we are not attracting members strongly enough in the 25-35 age range. The statistics show that our most
effective recruitment channel is by word of mouth - so I encourage you all to spread the word!
In the coming year, we expect some exciting developments:






Implementation of a software Risk Management System, which will streamline and automate a large number of compliance and reporting tasks that are
now manual,
National roll out of the New Payment Platform allowing members to instantly pay anyone banking at a participating Australian ADI,
Potential expansion of LCU's investment in the SocietyOne personal loan portfolio - our current investment is proving an effective vehicle for increasing
personal lending, which is a relatively low demand category for LCU,
APRA has recently solicited discussion on a proposed CET1 capital raising vehicle, giving potential future capacity for mutuals to raise capital, and
Similarly, progress is anticipated towards establishing a sector loan sharing scheme. For LCU this could significantly alleviate current issues with 'large
exposure' loans as well as enabling LCU to access partner ADI's appetite for investor loans (for example, with regional credit unions who experience lower
market demand).

Scott Martin
Chairman
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Latest fees & charges
Due to an increase in third party fees LCU have had to increase our third party fees & charges as well. LCU transaction fees
have not changed. Please refer to our current fees and charges brochure attached with your September 2017 statement.
You can still avoid fees & charges when using an LCU Visa Card
When using an ATM you have 10 free transactions per month when using an ATM on the RediATM network. See the ATM
locator network on our website or download the App. Excess ATM transactions will incur a fee of $1.80 each. If you use any
other ATM the charges will be debited at the time of the withdrawal and the amount of the charge will depend on the ATM
owner. It may be beneficial to make larger transactions instead of many small ones.
Also LCU gives you 10 free EFTPOS cash withdrawals per month. By using the “Savings” option and entering your PIN, cash
may be withdrawn at the same time as making a purchase.
If cash is not required when making a purchase, it is preferable to select the “Credit” button and use your PIN. By choosing
the “Credit” option the purchase is treated as a Visa purchase and does not count towards the free monthly EFTPOS
transactions. Tap & pay payments using your LCU Visa Debit Card are also considered as a “Credit” transaction, so they are
fee free. Don’t forget that you can now tap & pay with your mobile phone using Apple Pay or Android Pay.
Still writing cheques? Other Bill paying methods are:
 Visa card
 Electronically via Direct Debit or
 BPay

Christmas Club Funds
If you have a Christmas club account remember that you
are able to access your Christmas Club online from 15th
November 2017 to 31st January 2018!
Products issued by Laboratories Credit Union Limited (LCU) ACN 087 650 217 AFSL/Australian
credit licence 240807.

Young & Free Student Account
Teach your children the importance
of saving money with a
Young & Free Student Account.





No monthly account keeping
fees
Higher rate of interest at 4.50%
for deposits up to $10001
Visa Debit Cards may be
available2
Access to funds through mobile,
telephone or internet banking

Rates are subject to change. Please refer to our rates and fees page. 1Interest rate available for
balances up to $1000, for balances over $1,000 please refer to the On Call Savings Account S1
interest rates. 2Only available to High School and Tertiary students with a regular monthly income.
This information has been prepared without taking into account your objectives, financial situation or
needs. You should consider whether this information is suitable for your personal circumstances
before acting on the information provided. Products issued by Laboratories Credit Union Limited
(LCU) ACN 087 650 217 AFSL/Australian credit licence 240807.
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LCU wore yellow to support Daffodil Day 2017
Every year LCU supports the Cancer Council’s Daffodil Day
and sell merchandise to show our support for everyone
affected by cancer.
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