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Executive Chairman’s Report

Dear Shareholders
At $21.6 million, our after-tax profit was down 21% for the
year because market conditions continued to be difficult and
corporate activity was not as good for us as it was in 2009. The
good news was the year finished much better than it started.
Even though conditions were
not ideal, all parts of our
business performed well.
We were very pleased with
the level of our institutional
business and the contribution
of Southern Cross, both
in Sydney and in London.
Their December month was
outstanding, both from the
point of view of corporate fee
income and brokerage and
gave us good reason to be
optimistic about the future.
Our retail business performed
in line with the difficult
market. Our futures and
foreign exchange businesses
made a small contribution to
overall earnings but every year
these businesses get stronger
and are now well placed to
make a valuable contribution
in the future. In his Managing
Director’s report, Alastair
Provan will expand on the
performance of all the
businesses in 2010.
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One of the highlights of the
year was the extraordinarily
aggressive recruitment
policies of some of our
competitors in retail broking.
Even though the remuneration
arrangements on offer are
exceptionally high (and in our
opinion, unsustainable), we
lost very few client advisers
even though many were
targeted. I think that goes
to show that money is not
everything in retail broking
and the majority of client
advisors know that the best
deal on offer today may not
survive tomorrow’s strategy
review. Share broking has
always been a people business
and a simple and transparent
remuneration structure
creates a good company
culture, which is one reason
why we retain our staff.

The acquisition of Southern
Cross will be completed on
30 June this year. That date
will mark the end of the threeyear earn-out period and
herald the commencement of
a new, very exciting phase for
the company. As from 1 July,
our full service stockbroking
business will consist of all
the existing businesses wholesale broking, retail
broking, corporate and
research - brought together
under a single brand, Bell
Potter. We think this will
create a unique client offering;
Bell Potter will be the only
Australian-owned independent
business with a full offering to
institutional clients, corporate
clients and retail investors,
supported by an office in
London and hopefully very
soon, by one in Hong Kong.
There is space in the market
for a strong, independent,
Australian-owned full service
stockbroking firm, so when
our businesses are put
together, we think we will fill
that gap and be well rewarded
for doing so.

Up until now we have paid about
$31 million and issued about 25 million
shares in BFG to the original vendors of
Southern Cross. It is too early to estimate
the final payment that will be made for
the year ending 30 June this year but in
our 2010 accounts we have accrued about
$13 million cash and provided for the
issue of about 10.5 million BFG shares
in anticipation of SCE meeting the full
pay-out hurdle in the final year. If that
payment were to be made and based on
the current BFG share price the total
acquisition cost of the SCE business will
be about $80 million.
For the six months ended 31 December
2010 we will use a part of the profit of
$21.6 million to pay a dividend of 4 cents
per share. So in total for the FY2010 year
we will pay out a fully franked dividend of
6.5 cents per share, equal to 75% of our
net profit.
Almost by definition, most sharebrokers
are optimists and we are no exception.
But this year there are special reasons for
our optimism. Our ability to combine two
excellent businesses and create a single
firm much stronger than the individual
parts coincides with a very positive
market outlook caused by the booming
demand for nearly all commodities
from the emerging economies. Strong
prices will boost the profitability of many
Australian companies and that should
flow through to the economy and to
investment portfolios.

The whole purpose of our company is
to make money for our clients, whether
they are corporate, institutional or private
investors. If we can do that everything else
falls into place and our staff, our brokers
and our shareholders, will all benefit. In
the future there will be many opportunities
for us to assist clients improve their
investment returns. Given that we will
soon have the best delivery platform we
have ever had, we are very confident BFG
will do a good job and prosper.
Every year our staff put in a terrific effort
and this one is no exception. They all
performed exceptionally well and we are
proud to have them as ambassadors
of the company. On behalf of the Board,
I would like to thank them all and also our
shareholders for their contribution and
support throughout the year.
Alastair Provan will now present his
report and give you a breakdown of the
2010 profit.
Yours sincerely

Colin Bell
Executive Chairman
Bell Financial Group
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Managing Director’s Report

Dear Shareholders
Financial year 2010 was, in many ways, similar to 2009.
A subdued first half, across all divisions, followed
by a more active second six months resulted in a solid
full year result.
European sovereign debt
concerns, US dollar weakness,
a proposed new Super Profits
Mining Tax in Australia and the
upcoming Federal Election all
contributed to a distinct lack
of market confidence, a 12%
decline in Australian equities
and record cash holdings in
the earlier part of the year.
A resources lead rally in the
second half saw the market
recover most of its losses and
finish 2010 only 2½% below
the previous year’s close.
Significantly the Australian
dollar traded above 100 US
cents for the first time in over
25 years.
For most of the year market
turnover was lower than
we would have liked. But a
significant improvement in
investor confidence in the
December Quarter resulted
in a material pick up in daily
turnover and renewed Equity
Capital Market (ECM) interest,
which had been noticeably
absent throughout the early
part of the year.
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Highlights for the year
The highlights for the year are:
■■

The Group traded profitably
throughout the year with
positive contributions from
each of the wholly owned
business units;

■■

Our Balance Sheet remains
strong with no operating
debt other than in our
Margin Lending business.
At year-end we had $47.8
million in Net Tangible
Assets and a strong
cash position;

■■

Bell Potter Capital,
our Margin Lending
and cash business
traded consistently well
throughout the year. The
loan book continues to be
conservatively managed
with average gearing of
31% and no bad debts at
year-end;

■■

A solid second half
revenue contribution from
completed ECM mandates;

■■

The opportunity to hire
a number of key market
professionals across
several business areas
strengthening our platform
for future growth.

Earnings Per
Share for 2010
8.7 cents per share fully diluted.

Financial Performance and Operational Review
Revenue
($A m) 2006-2010

Net Profit Before Tax
($A m) 2006-2010

Net Profit After Tax
($A m) 2006-2010
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Revenue
■■

Group revenue was $200.2
million for financial year
2010. Despite a strong
finish the 3.1% decline
on the previous year was
predominantly attributable
to lower ECM activity in the
earlier part of the year.
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Profit before tax was
$31.6 million, a 21%
decrease on 2009.
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Net Profit After Tax
■■

Net profit after tax of $21.6
million, 21% lower than the
previous year.

■■

The decline in Net Profit
After Tax can be attributed
to lower ECM revenue and
higher employment cost
overheads as the business is
positioned for future growth.

Southern Cross Equities (SCE)
Full year revenue earned by
SCE was $53.1 million, down
14% on the $62 million earned
in 2009. A pre-tax profit
contribution of $20 million
was once again a significant
component of the Group’s
consolidated result. The
2010 year revenue and profit
reflects the reduction in ECM
activity compared to 2009.
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Equities

House Products

Equities Execution Revenue
($A m) 2006-2010

Equity Capital Markets
Revenue ($A m) 2006-2010
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Consolidated revenue
for financial year 2010
was up 2.5% at $111
million compared to the
previous year.
Daily trading volumes,
particularly for retail clients,
were generally flat for much
of 2010. An across the board
pick up in the final quarter
provided an encouraging
finish to the year.
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Equity Capital Markets
■■

■■
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House Products

The majority of the $38
million of ECM fee income
was generated in the
second half of the year in
line with improved market
conditions and an increased
appetite for risk.

We have a number of House
Products including: Portfolio
Administration Service (PAS),
Margin Lending and Cash.

Revenue was split equally
between Bell Potter
Securities and Southern
Cross Equities.

■■

The Portfolio
Administration Service
incorporates accurate and
timely portfolio, tax and
consolidated reporting
across asset classes
including options.

■■

Portfolio Administration
Service (PAS) revenue
increased 6.5% to
$8.2 million in FY2010.

■■

The increase in revenue
over the year was due
both to the rise in value
of the underlying assets
administered by PAS
and an overall increase
in new business.

■■

PAS Funds Under
Management (FUM)
was $1.5 billion as
at 31 December.

Portfolio Administration
Services Revenue
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Futures and Foreign
Exchange Revenue
■■

Futures and foreign
exchange revenue improved
during the period as a result
of both new business and
increased market volatility.

■■

Revenue grew 10% to $7.7
million in FY 2010 compared
to the previous year.

Funds Under Advice
Bell Potter Capital Margin
Lending and Cash Revenue
($A m) 2006-2010
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Bell Potter Capital Margin
Lending and Cash
■■

0

Margin lending FUM was
$175 million, 9% down
on the $193 million as at
31 December 2009.

■■

Cash was $189 million
up from $142 million the
previous year.
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Funds Under Advice
■■

Net revenue grew 25% to
$5.5 million compared to
the previous year.

■■

3.5

■■

FY2010 saw total Funds
Under Advice (FUA)
decrease 6.3% to
$22.2 billion.
The fall in FUA was
primarily due to a decrease
in the value of sponsored
equity holdings, $18.9
billion down from $20.5
billion the year before.

■■

Funds Under Management
(FUM) increased 3.1% to
$3.3 billion as a result of
new fund inflows.

■■

FUM includes cash
balances of $823 million
and margin lending loans
of $311 million.

Overheads

Outlook

Group overheads, excluding
commission paid to advisers,
were $69.6 million for financial
year 2010. An increase of
5.0% on the previous year. The
increase reflects additional
employment cost overheads
as the business is positioned
for future growth.

The Group traded profitably
throughout what has proved
to be another tough year but
we remain well positioned to
take advantage of improved
market conditions.

Balance Sheet
Our Balance Sheet remains
strong. Net Tangible Assets as
at December 2010 were $47.8
million. The Group has no
operating debt other than the
Margin Lending business. We
maintain strong cash reserves
and have incurred no material
bad debts or write-offs during
the period.
Bell Direct
Online Trading
During the year BFG
increased its stake in Bell
Direct from 36% to 40.3%.
Throughout 2010 the business
demonstrated strong growth in
client acquisition. Sponsored
holdings, cash and revenue
also grew significantly. New
product and functionality
continue to be developed
and we believe Bell Direct is
well positioned to become a
significant participant in the
online broking segment of the
Australian equities market.

In November 2010 we
announced the plan to
integrate the Southern Cross
Equities and Bell Potter
businesses into a single brand
taking effect from 1 July
2011. The opportunities for
sustainable revenue growth
from the combined businesses
are compelling. The products
and services provided by
the “new” business will,
we believe, result in Bell
Financial Group consolidating
its position as the leading
independent Australian full
service, wholesale and retail,
stockbroking and financial
services provider.
Yours sincerely

Alastair Provan
Managing Director
Bell Financial Group Ltd

In February 2011, Bell Financial
Group announced it had
extended the term of the option
it holds over the Bell Direct
shares it does not own by four
years to 31 January 2015.
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Directors’ Report
For the year ended 31 December 2010

The Directors of Bell Financial Group
Ltd (“Bell Financial” or the “Company”)
present their report, together with the
financial statements of the Company and
its controlled entities (the “consolidated
entity” or “Group”) and the Auditor’s
Report thereon, for the financial year
ended 31 December 2010.
Directors
The Directors of the Company at any time
during or since the end of the financial
year are:
■■

Mr C Bell

■■

Mr A Provan

■■

Mr C Coleman

■■

Mr G Cubbin

■■

Mr B Potts

■■

Mr M Spry

■■

Mr B Wilson

Particulars of the qualifications and
experience of the Directors as at the date
of this report are set out below.
Mr Colin Bell
Executive Chairman
BEcon (Hons), Monash University

Colin Bell founded Bell Commodities
in 1970 after working with the
International Bank for Reconstruction and
Development in Washington DC, USA.
He is the Executive Chairman of
Bell Financial and has responsibility
for the business development of the
Company and all associated business
within the Group.

Mr Alastair Provan
Managing Director
Alastair Provan joined Bell Commodities
in 1983 and held a number of dealing and
management roles prior to becoming
Managing Director in 1989.
He is Managing Director of Bell Financial
and is responsible for the day-to-day
management of all businesses within the
Group. He is also a director of Bell Direct.
Alastair is a member of the Remuneration
Committee.
Mr Brent Potts
Executive Director
M.S.D.I.A.

Appointed 28 September 2008, Mr Potts
is the Executive Chairman of Southern
Cross Equities Limited, the broking
firm acquired by Bell Financial in
September 2008.
Brent was a former Vice Chairman of the
Sydney Stock Exchange and a former
board member of the Australian Stock
Exchange. Over his 40-year career he
has become recognised as one of the
most experienced corporate advisors and
stockbrokers in Australia.
Mr Craig Coleman
Non-Executive Director
BComm, University of Western Australia

Appointed 12 July 2007. He is also the
Chairman of Bell Direct and a member of
the Group Risk and Audit Committee and
the Remuneration Committee.
Craig is a Senior Advisor and
Non-Executive Director of private
investment company, Wyllie Group Pty Ltd.
Previously, he was Managing Director and
a Non-Executive Director of Home Building
Society Limited. Prior to joining Home
Building Society, Craig held a number of
senior executive positions and directorships
with ANZ, including Managing Director
– Banking Products, Managing Director –
Wealth Management and Non-Executive
Director of E*Trade Australia Limited.
His other current public company
directorships include Chairman of Rubik
Financial Ltd and Amadeus Energy
Limited and Non-Executive Director
of Amcom Limited.
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Mr Graham Cubbin
Independent Non-Executive Director
BEcon (Hons), Monash University, Fellow of the
Australian Institute of Company Directors

Appointed 12 September 2007,
Mr Cubbin was a senior executive with
Consolidated Press Holdings Limited
(CPH) from 1990 until September 2005,
including Chief Financial Officer for
13 years. Prior to joining CPH, he held
senior finance positions with a number
of major companies including Capita
Financial Group and Ford Motor Company.
Graham has 15 years experience as a
director and audit committee member
of public companies in Australia and
the US. Graham is a Director of the ASX
listed Challenger Financial Services
Group Limited, STW Communications
Group Limited, White Energy Company
Limited and McPherson’s Limited and
serves on the Audit Committee for each
of these companies.
Graham is the Chairman of the Group Risk
and Audit Committee and the Chairman of
the Remuneration Committee.
Mr Malcolm Spry
Independent Non-Executive Director
BEcon, Monash University

Appointed 8 January 2008, Mr Spry
has held a number of senior executive
positions in Australia and internationally
with The Nielsen Company, one of the
world’s largest providers of business
information products and services.
Malcolm currently consults to Nielsen
and is a director of Bell Direct. He was
previously a director of various companies
including E*Trade Australia Limited and
Travel.com and the Executive Chairman of
Mojo MDA Group.
Malcolm is a member of the Group
Risk and Audit Committee and
Remuneration Committee.

Mr Brian Wilson
Non-Executive Director
MComm (Hons), Auckland

Appointed 28 October 2009, Mr Wilson
retired in 2009 as a Managing Director of
the global investment bank Lazard, after
co-founding the firm in Australia in 2004.
He is currently Pro-Chancellor of
University of Technology, Sydney,
a member of the Foreign Investment
Review Board.
Brian’s career as an investment banker
specialising in corporate financial advice
encompassed 33 years. Prior to joining
Lazard, he was a Vice Chairman of Citigroup
Australia and previously a director of
Investment Banking at Schroders Australia,
a principal of Lloyds Corporate Advisory
Services and a Director of BA Australia.
Principal activities
Bell Financial is an Australian based
provider of stockbroking, investment and
financial advisory services to private,
institutional and corporate clients.
Operating across a network of 15 offices,
Bell Financial has over 650 employees,
including more than 300 experienced
advisers, serving over 125,000 active
clients with funds under advice exceeding
$22 billion.
Bell Financial has a 40% holding in Third
Party Platform Pty Ltd (Bell Direct) and a
call option to purchase all the remaining
Bell Direct shares it does not own, at any
time up to 31 January 2015.
Operations
The Group’s consolidated operating profit
after income tax attributable to members
was $21.6 million (2009: $27.3 million).
A review of the operations of the Group is
set out in the Managing Director’s Report
on pages 4 to 7 of this Annual Report.

Option to acquire
shares in Bell Direct
Prior to listing in December 2007, the
Company was granted a call option to
acquire 25% of the issued capital of
Bell Direct (Bell Direct Call Option).
The Company was entitled to exercise
the Bell Direct Call Option in a period
of 30 days after the date two years after
listing in consideration of the issue of
$17,500,000 worth of shares.
In September 2008, the Company
participated in a rights issue increasing
its stake in Bell Direct from 25% to 36%.
The contribution of additional capital was
made on the basis that the Bell Direct
Call Option was renegotiated.
Under the renegotiated arrangements
(New Call Option), the Company has a call
option to purchase all the shares in Bell
Direct it does not own, taking its holding to
100%. The exercise price of the New Call
Option is to be satisfied by Bell Financial
issuing new shares and values all of
Bell Direct’s existing share capital at
$70 million, which is the same valuation
used in the original Bell Direct Call Option.
The right to exercise the New Call Option
was extended under the renegotiation by
12 months to 31 January 2011.
In July 2010 the Company participated
in a further rights issue increasing its
stake in Bell Direct from 36% to 40%. In
January 2011, the Company and the other
Bell Direct shareholders agreed further
amendments to the New Call Option
whereby the exercise period was extended
to 31 January 2015. The Company also
granted a put option in favour of certain
Bell Direct management shareholders
(who together hold approximately 16.5%
of the shares in Bell Direct) permitting
them to sell their Bell Direct shares to
the Company. This put option values Bell
Direct at $35 million and is exercisable at
any time between 31 December 2012 and
31 January 2015.

Issue of shares under the New Call Option
is subject to shareholder approval, which
the Company will seek at the appropriate
time in accordance with Corporations Act
2001 and ASX Listing Rule requirements
and prior to the exercise of the option.
Bell Financial is under no obligation to
exercise the New Call Option and any
decision whether or not to exercise this
option will be made by the Company’s
independent non-executive Directors at
the relevant time.
As noted in the Company’s previous
Annual reports, the Company applied to
the Australian Securities and Investments
Commission (ASIC) for relief from the
takeover provisions of Chapter 6 of the
Corporations Act 2001 (Cth) in relation to
the proposed issue of Bell Financial shares
to the grantors of the Bell Direct Call
Option. Following preliminary discussions
with ASIC which indicated that the relief
may not be obtained, the Company
withdrew this application for relief in the
view that the matter would be considered
at a later stage. In the event that the
Company does not obtain the relevant ASIC
relief, the Company may, if it is necessary
to do so, seek shareholder approval to the
proposed issue of Bell Financial shares in
accordance with item 7 of section 611 of
the Corporations Act 2001 (Cth) at a future
annual meeting of the Company.
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Directors’ Report

continued
For the year ended 31 December 2010

Southern Cross
Equities Limited (SCE)

a) Acquisition
The Company’s 2008 and 2009 Annual
Reports summarised details of the
acquisition by the Company of all of the
issued capital of SCE and the amendments
to the terms of that acquisition.
As a result of the agreements made in
2009, from 1 July 2009 SCE has been
entitled to pay total remuneration to
front office employees of up to 50% of
SCE revenue (increased from 40%).
The consideration for these amendments
was the reduction in the total potential
purchase price for SCE from $145.8
million to $114.8 million. The purchase
price is payable 50% in cash and 50% in
Bell Financial shares.
One quarter of the original cash
consideration was paid on completion
(30 September 2008). The revised
agreement reduced the three further
equal cash instalments potentially
payable on the anniversary of completion
in 2009, 2010 and 2011 respectively
from $18.225 million to $13.1 million
(totalling $39.3 million). Those payments
are subject to the original performance
benchmarks being met.
The scrip component of the consideration
was satisfied on completion by the
issue of 14,580,000 Ordinary shares,
14,580,000 A Class, 14,580,000 B Class
and 14,580,000 C Class shares. In 2009,
the number of A Class shares was
reduced from 14,580,000 to 10,446,681,
the number of B Class shares reduced
from 14,580,000 to 10,446,681 and the
number of C Class shares reduced
from 14,580,000 to 10,446,681. Those
A, B and C Class shares potentially
convert into Ordinary shares on the
anniversary of completion in 2009, 2010
and 2011 respectively, subject to the
performance benchmarks being met. If
the performance benchmarks are fully
met then all A Class, B Class and C Class
shares will be converted to Ordinary
BFG shares on a one for one basis. If the
benchmarks are not met, the purchase
price is adjusted.
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SCE revenue for the financial year 1 July
2008 to 30 June 2009 did not reach the
first benchmark of $37.4 million therefore
no cash installment was payable to the
SCE vendors for 2009 and the A Class
shares did not convert to Ordinary shares
on the anniversary of completion in 2009.
At 30 June 2010 SCE met the
performance benchmark of $57.4 million
for the full second installment, which
was paid in the fourth quarter of 2010.
The installment included the conversion
of 10,446,681 B Class shares being
converted into Ordinary shares of the
Company on 29 September 2010.

c)

each holder will receive the amount
of $0.0001 per share on a winding up,
ranking equally with all other classes
of shares in the capital of the Company;

d)

they are transferable only to an A or C
Class shareholder; and

e)

they have no voting rights in general
meeting, no right to receive dividends
of any kind, do not permit the holder
to participate in new issues of capital
such as bonus issues and entitlement
issues, have no right to participate
in any return of capital and are not
quoted on ASX.

As at the date of this report the Company
considers it probable that in 2011 SCE
will reach the benchmark resulting in
payment of the full 2011 installment in
September 2011. A provision has been
raised accordingly (refer to Note 24 on
page 46).

As at the date of this report, the
10,446,681 B Class shares have been
converted to Ordinary shares.

Should revenue exceed the benchmark in
the 2011 year all, or a portion of the 2009
cash instalment may still be payable and
all, or a portion of the A Class shares may
be converted to Ordinary shares.

b) Share rights and entitlements
The A and C Class shares have the
following rights and entitlements (the B
Class shares having been converted to
Ordinary shares in September 2010):
a)

in the event of a share consolidation,
share subdivision or bonus issue
of Ordinary shares, or other capital
reorganisation with respect to
Ordinary shares, each A and C Class
share will be converted into such
number of A and C Class shares
as determined by the Company’s
Directors as being fair and equitable
to the holders of A and C Class shares
in the particular circumstances;

b)

if there is a change of control of the
Company, as a result of takeover bid,
scheme of arrangement or other
analogous event, then A and C Class
shares held by each shareholder
will, on a date determined by the
Directors, be converted into Ordinary
Bell Financial shares on a one for
one basis;

UBS Option
UBS had a three year option commencing
December 2007 to acquire further shares
in the Company which, when added to
the number of shares held by UBS on
the Company’s listing, would at listing
represent 19.9% of the Company’s total
issued capital (UBS Options). The exercise
price of the UBS Options was $2.00
per share and UBS did not exercise the
options, which have expired.
UBS Non-Dilution Rights
UBS has certain non-dilution rights
with respect to its shareholding in the
Company. In summary, if immediately
following the issue of new shares in
the Company the UBS shareholding
percentage is less than its percentage
at the time of the Company’s listing,
then UBS will have the right, but not
the obligation, to subscribe for up to
that number of further shares so that
following that subscription the UBS
shareholding percentage will equal the
UBS listing percentage.
UBS chose not to subscribe for further
shares following the issue of Ordinary
shares to the former SCE shareholders
in September 2008. UBS also chose not
to subscribe for further shares following
the conversion of the B Class to Ordinary
shares in September 2010. UBS retains
its right to exercise its non-dilution rights
in respect of any future issue of Ordinary
shares, including upon conversion of any
A or C Class shares.

Save where UBS terminates the Strategic Alliance Agreement described below for cause, the non-dilution rights will cease on the
termination of the Strategic Alliance Agreement.
Strategic Alliance Agreement
Under this agreement, UBS will supply to the Company for no fee a selection of research it produces relating to ASX listed entities
which can be re-branded and given to the Company’s retail clients. UBS may also supply research relating to entities listed on
securities exchanges other than ASX for the Company’s internal use only.
UBS will also give the Company a priority broker firm allocation with respect to certain securities offerings and UBS derivative
products offerings. The Company will make available to UBS its retail investor distribution capabilities in certain situations and has
also given certain undertakings in relation to UBS competitors.
The Strategic Alliance Agreement had an initial term of three years from 12 December 2007. Either party had the right to extend
the term for a further three years, which has occurred. The further three-year term of the Strategic Alliance Agreement expires
on 12 December 2013, subject to 12 months notice of termination by either party.
Matters subsequent to the end of the financial year
As noted above, in January 2011, after the close of the 2010 year, the Company and the other Bell Direct shareholders agreed
further amendments to the New Call Option whereby the exercise period was extended to 31 January 2015.
Apart from the matter disclosed above there has not arisen in the interval between the end of the financial year and the date of this
report, any item, transaction or event of a material and unusual nature likely, in the opinion of the Directors of the Company,
to significantly affect:
a)

the Group’s operations in future financial years; or

b)

the results of those operations in future financial years; or

c)

the Group’s state of affairs in future financial years.

Directors’ meetings
The number of meetings of the Company’s Board of Directors held during the year ended 31 December 2010, and the number of
meetings attended by each Director, are set out below.

Director

Board Meetings

Group Risk and Audit
Committee Meetings

Remuneration
Committee Meetings

A

B

A

B

A

B

Mr C Bell (Director for the full year)

7

7

-

-

-

-

Mr A Provan (Director for the full year)

7

7

-

-

3

3

Mr G Cubbin (Director for the full year)

6

7

6

6

3

3

Mr C Coleman (Director for the full year)

7

7

5

6

3

3

Mr M Spry (Director for the full year)

6

7

6

6

3

3

Mr B Potts (Director for the full year)

5

7

-

-

-

-

Mr B Wilson (Director for the full year)

5

7

-

-

-

-

A – Number of meetings attended B – Number of meetings held during the year
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Directors’ interests
The relevant interest of each director in the shares and options over such instruments issued by the Company as of the date of this
report is as follows:
Ordinary shares
Bell Financial Group Ltd

Direct

Indirect

Total

Options

Colin Bell

1,574,723

31,264,862

32,839,585

1,000,000

Alastair Provan

1,443,447

31,264,862

32,708,329

1,000,000

Graham Cubbin

130,000

50,000

180,000

50,000

Craig Coleman

39,264

1,733,019

1,772,283

-

Malcolm Spry

Name

150,000

-

150,000

-

1

3,990,692

-

3,990,692

-

Brian Wilson

-

100,000

100,000

-

Brent Potts

1	Mr Potts also has interests in 1,511,355 A Class shares, and 1,511,355 C Class shares in the Company.

There were no changes to Directors’ interests in the Company’s shares between 31 December 2010 and the date of this report.
Dividends
Dividends paid or declared by the Company to members during the financial year were as follows:

Declared and paid during the year 2010

Cents
per share

Total amount
$’000

Franked/
unfranked

Date of
payment

Final 2009 ordinary

6.0

14,532

Franked

26 March 2010

Interim 2010 ordinary

2.5

6,055

Franked

23 September 2010

On 22 February 2011, the Directors declared a final dividend of 4 cents per share, payable on 25 March 2010. This amount is not
accrued within the financial statements.
All dividends declared were fully franked at the tax rate of 30%.
Company secretary
The Company Secretary is Mr A Paul M Vine LLB (European) Hons, CSA (Affiliate). Mr Vine was appointed to the position in 2007 and is
also the Company’s General Counsel, with over 18 years experience in legal practices in public companies and leading law firms.
Corporate Governance
Bell Financial recognises the importance of good corporate governance practices. This section outlines key aspects of its corporate
governance policies and frameworks.
Bell Financial developed its corporate governance framework by reference to the ASX Corporate Governance Council’s Corporate Governance
Principles and Recommendations (2nd ed.) released in August 2007 (“ASX Recommendations”). The ASX Recommendations are guidelines
of practices designed to optimise corporate performance and accountability. The commentary below is based on the 2nd edition of the
Corporate Governance Principles and Recommendations, not including the 2010 amendments, which apply to the Company’s financial year
commencing on 1 January 2011.
Having regard to the structure, size and nature of operations of Bell Financial, the Board considers that certain ASX Recommendations are
not appropriate to its particular circumstances at present. Departures from the ASX Recommendations are identified in the discussion below.
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1. Board of Directors

1.1 Composition of the Board
The members of the Board and their
experience and qualifications are set out
on pages 8 to 9.

1.2 Chairman
The chairman of the Board is not
an independent Director. This
represents a departure from the ASX
Recommendations. Mr Colin Bell
serves as the Executive Chairman. The
Board considers that this is in the best
interests of Bell Financial given his
experience, expertise and understanding
of the business. Mr Alastair Provan,
the Managing Director, has the primary
responsibility for the discharge of the
chief executive function including the
day-to-day management of Bell Financial.
In this way, the Executive Chairman is
not distracted in performing the role of
chair effectively.

1.3 Directors’ independence
Directors are considered independent if
they are a non-executive Director who is
not a member of management and free
of any business or other relationship
that could materially interfere with
the exercise of their unfettered and
independent judgement or be perceived to
do so. The Board Charter contains
the principles used by the Board in
assessing independence.
During 2010 there were four nonexecutive Directors on the Board Mr Graham Cubbin, Mr Craig Coleman,
Mr Malcolm Spry and Mr Brian Wilson.
Mr Cubbin and Mr Spry are independent
non-executive directors. The Board did
not consider that Mr Craig Coleman
was an “independent” Director during
2010 due to his pre-existing role as a
consultant to Bell Potter Securities,
including his involvement with the listing
of the Company in 2007 and various
consultant roles performed since then.
Further, the Board did not consider that
Mr Brian Wilson was an “independent”
Director during 2010 due to his preexisting role as a principal of a material
professional adviser to the Company.
Their status may change over time and
this will be disclosed to the market in

a timely manner. As at the date of this
report the Board does not have a majority
of independent Directors.
The Board considers that it has the
appropriate balance of experience,
expertise and independence to enable it
to discharge its functions effectively.

1.4 Independent professional advice
Directors are, after consultation with
the Chairman, able to seek independent
professional advice at the Company’s
expense. Where appropriate, the advice
may be made available to the Board.

1.5 Director education
The Group has a formal process to
educate new directors about the nature
of the business, current issues, the
corporate strategy and the expectations
of the Group concerning performance
of directors. Directors also have the
opportunity to meet with management
to gain a better understanding of
business operations. Directors are
given access to continuing education
opportunities to update and enhance
their skills and knowledge.
2. Board responsibilities
The Board is responsible for the overall
corporate governance of Bell Financial,
which includes effective oversight of
management. The Board has adopted
a Board Charter, a copy of which is
available on Bell Financial’s website,
www.bellfg.com.au. The Board Charter
includes a description of the specific
responsibilities reserved to the Board.
The Board Charter also describes the
nature of matters delegated to the senior
executives, and includes a description
of the respective roles of the Executive
Chairman and the Managing Director. This
description is designed to clearly identify
the division of responsibility at the senior
executive level of Bell Financial. The
Managing Director has authority to subdelegate to the senior executive team.
Whilst the appointment of an Executive
Chairman represents a departure from
the ASX Recommendations, the Board is
satisfied that the division of responsibility
is clearly articulated to ensure
appropriate accountability.

The Board is responsible for monitoring
the senior executive team’s performance.
As part of the delegation of authority
to manage the day-to-day affairs of the
Company, the Managing Director carried
out a performance evaluation for senior
executives in late 2010.
3. Board committees
The Board Charter contemplates that the
Board may delegate certain functions to
Board committees to assist the Board in
the discharge of its oversight role. These
committees are required to consider
particular issues in detail and then report
back to and advise the Board. The Board
has established two standing committees,
the functions of which are discussed
below. A copy of the Board committee
charters are also available on Bell
Financial’s website, www.bellfg.com.au.

3.1 Group Risk and Audit Committee
The Group Risk and Audit Committee
(GRAC) assists the Board to carry out
its oversight role in relation to risk
management, accounting, auditing
and financial reporting. The core
responsibilities of the GRAC include
reviewing and, where required, providing
recommendations to the Board on:
■■

the effectiveness of Bell Financial’s
risk management and internal
control systems;

■■

external financial reporting and
financial statements;

■■

the discharge of the internal audit
function; and

■■

matters relating to the appointment,
independence and performance of the
external auditor.

The GRAC charter stipulates that the
chair of the Committee must be an
independent non-executive Director,
who is not the chair of the Board. The
GRAC Charter also stipulates that the
Committee must be comprised of a
majority of non-executive Directors and
have at least three members.

.
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During 2010 the members of the GRAC
were Graham Cubbin (Chairman),
Craig Coleman and Malcolm Spry.
The composition of the Committee
during 2010 and at the date of this report
follows the ASX Recommendations,
which propose that such committees
should consist of only non-executive
Directors and a majority of members
should be independent Directors. A copy
of the GRAC charter is available on Bell
Financial’s website, www.bellfg.com.au.

3.2 Remuneration committee
The Remuneration Committee assists
and advises the Board on remuneration
matters. The role of the Remuneration
Committee is to develop, review and
make recommendations to the Board
on the remuneration framework for the
non-executive Directors, the executive
Directors and other senior executives.
This includes the recommendations in
relation to incentive schemes and equity
based plans where appropriate. Bell
Financial’s remuneration policy is set out
in section 1 of the Remuneration Report.
The members of the Remuneration
Committee during 2010 were Graham
Cubbin (Chairman), Craig Coleman,
Alastair Provan and Malcolm Spry. The
composition of the Committee represents a
departure from the ASX Recommendations
that propose that a majority of members
should be independent Directors. However,
the Board is satisfied that, given the
majority of non-executive Directors,
the Remuneration Committee has the
appropriate balance of experience,
expertise and independence to enable it to
discharge its functions effectively.
A copy of the Remuneration Committee
Charter is available on Bell Financial’s
website, www.bellfg.com.au.
4. Board nominations and renewal
In 2007 the Board determined not to
establish a separate Nominations
Committee and this is the position as at
the date of this report. This is a departure
from the ASX Recommendations. The
Board does not consider that delegating
the Board selection and appointment
practices of Bell Financial to a separate
committee would enhance efficiency.
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Instead, the Board has reserved to
itself relevant responsibilities, including
appointing and removing the Managing
Director, developing and approving
succession plans for the Board and key
senior executives and overseeing that
membership of the Board is skilled and
appropriate for Bell Financial’s needs,
as identified in the Board Charter. A
performance evaluation in accordance
with the Board Charter was carried out
in 2010 in relation to the Chairman, other
Directors and the two Board committees.

The Trading Policy is intended to explain
the type of conduct in relation to dealings
in the Company’s securities that is
prohibited under the Corporations Act,
and establish procedures in relation
to Directors, executives or employees
dealing in securities of the Company.
Under the Trading Policy, Directors and
other designated employees may not deal
in securities of the Company during the
following “black-out periods” (subject to
limited exceptions):
■■

from the end of the Company’s
financial year (31 December) until
release of its full year results in
February; and

■■

from the end of the Company’s
half-year (30 June) until release of
its half-year results in August.

There must be an election of Directors at
each annual general meeting.
The constitution of the Company provides,
amongst other things, for a process of
retirement of Directors by rotation (which
will occur for each Director approximately
every three years except for the Managing
Director, Alastair Provan).
Directors who retire from office are
eligible to stand for re-election.
5. Company Policies

5.1 Ongoing disclosure
With a view to ensuring that investors
are informed of all major developments
affecting Bell Financial and its
businesses, the Board has adopted
policies designed to ensure that Bell
Financial meets its continuous disclosure
obligations imposed by the ASX Listing
Rules and the Corporations Act.
Information is communicated to
shareholders through ASX announcements,
annual reports and half yearly updates
which are accessible on Bell Financial’s
website, www.bellfg.com.au.
A copy of the Disclosure and
Communications Policy and Guidelines
is available on Bell Financial’s website.
www.bellfg.com.au.

5.2 Securities Trading Guidelines
Bell Financial has adopted a Trading
Policy that applies to the Directors,
executives and employees of Bell
Financial. That policy was amended in
October 2010 and a copy provided to the
ASX in December 2010 in accordance with
new Listing Rule 12.9.

Other “black-out periods” may be
declared from time to time. The policy
also contains an approval process to
be followed by Directors and other
designated employees if they propose to
deal in the Company’s securities. A copy
of the Trading Policy is available on Bell
Financial’s website, www.bellfg.com.au.

5.3 Code of Conduct
Bell Financial has developed a Code
of Conduct (Code), which applies to all
Directors, officers and employees. Bell
Financial is committed to honesty and
integrity in all its dealings, as well as
ensuring the highest quality of service
is provided to customers and clients at
all times. The Code sets out the ethical
standards, values and policies of the
Company and provides a framework
to guide compliance with legal and
other obligations to stakeholders,
commitment to which the Board believes
will maintain the confidence of the
Company’s key stakeholders.
The Code provides that all potential
or actual conflicts of interest must be
avoided or disclosed. Directors must keep
the Board advised, on an ongoing basis, of
any interest that could potentially conflict
with those of the Company. Where the
Board believes that a significant conflict
exists for a Director on a board matter,
the Director concerned would not receive
the relevant board papers and would not

be present at the meeting whilst the item
is considered. Details of Director related
entity transactions with the Company and
the Group are set out in note 35 to the
financial statements.

5.4 Risk Assessment and Management
The Board understands that the
management of risk is a continuous
process and an integral part of good
business management and corporate
governance. The GRAC plays a key
role in assisting the Board with its
responsibilities relating to accounting,
internal control systems, reporting
practices, risk management and ensuring
the independence of the company’s
external auditors.
The Company has implemented a Risk
Management Policy and Framework
based on Australian/New Zealand
standard AS/NZ ISO 3100:2009 Risk
Management Standard. A summary of the
Risk Management Policy and Framework
is available from Bell Financial’s website,
www.bellfg.com.au.
The GRAC reviewed and approved the
Company’s Risk Management Policy
and its Risk Management Plan in 2010.
The GRAC reported to the Company’s
Board on these matters and the Board
is satisfied that the Company’s risk
management and internal control system
is appropriate.
The Group’s principal financial
instruments comprise listed securities,
derivatives, term deposits and cash.
The main risks arising from the Group’s
financial instruments are market risk,
credit risk and liquidity risk. These
are examined in more detail in Note 3,
Financial Risk Management.

5.5 Financial Reporting
The Managing Director and Chief
Financial Officer have declared in writing
to the Board that the declaration provided
to the Board in accordance with section
295A of the Corporations Act 2001 is
founded on a sound system of risk
management and internal control and
that the system is operating effectively
in all material respects in relation to
financial reporting risks.

5.6 External Auditors
The Company policy is to appoint external
auditors who demonstrate quality and
independence. The performance of the
auditor is reviewed annually. KPMG is Bell
Financial’s external auditor.
An analysis of fees paid to the external
auditors is provided in note 39 of the
financial report.
The external auditor will attend the Annual
General Meeting and be available to
answer shareholder questions about the
conduct of the audit and the preparation
and content of the auditor’s report.
The Company may decide to engage the
auditor on assignments additional to their
statutory audit duties where the auditor’s
expertise with the Group is important.
The Board has considered the position
and, in accordance with the advice from
the GRAC, is satisfied that the provision of
the non-audit services is compatible with
the general standard of independence
for auditors outlined by the Corporations
Act 2001. The Directors are satisfied
that the auditor’s independence is not
compromised in relation to non-audit
services for the following reasons:
■■

all non-audit services have been
reviewed by the GRAC to ensure they
do not impact the impartiality and
objectivity of the auditor; and

■■

none of the services undermine
the general principles relating to
auditor independence as set out in
Professional Statement F1.

5.7 Internal audit
The internal auditors assist the GRAC
in ensuring compliance with internal
controls and risk management programs
by regularly reviewing the effectiveness of
Company’s internal controls and systems.
The GRAC is responsible for approving
the program of internal audit visits to be
conducted each financial year and for the
scope of the work to be performed. The
GRAC is responsible for recommending to
the Board the appointment and dismissal
of the Internal Audit and Risk Manager.

.
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6. ASX corporate governance recommendations
The ASX Listing Rules require listed entities to include in their annual report a statement disclosing the extent to which they have
followed the 27 ASX corporate governance recommendations during the reporting period, identifying the recommendations that
have not been followed and providing reasons for that variance. The statement below is based on the 2nd edition of the Corporate
Governance Principles and Recommendations, not including the 2010 amendments.
As at the date of this report, Bell Financial complies with 24 of the 27 recommendations, with reasons for variance noted in the
following table.
ASX ‘best practice’ corporate governance recommendation

Reference1

Comply

Principle 1:

Lay solid foundations for management and oversight

1.1

Establish and disclose the functions reserved to the Board and those delegated to management

2

✓

1.2

Disclose the process for evaluating the performance of senior executives

2

✓

1.3

Provide the information indicated in the Guide to reporting on Principle 1

2

✓

Principle 2:

Structure the Board to add value

2.1

A majority of the Board should be independent Directors

1.3

Noncomply

2.2

The chair should be an independent Director

1.2

Noncomply

2.3

The roles of chair and Managing Director should not be exercised by the same individual

1.2, 2

✓

2.4

The Board should establish a nomination committee

4

Noncomply

2.5

Disclose the process for evaluating the performance of the Board, committees and individual directors

4

✓

2.6

Provide the information indicated in Guide to reporting on Principle 2

1, Directors’
report

✓

Principle 3:

Promote ethical and responsible decision making

3.1

Establish a code of conduct and disclose the code or a summary of the code as to:

5.3

✓

5.2

✓

5.2, 5.3

✓

■■ the practices necessary to maintain confidence in the company’s integrity;
■■ the practices necessary to take into account their legal obligations and the reasonable

expectations of their stakeholders; and
■■ the responsibility and accountability of individuals for reporting and investigating reports of

unethical practices
3.2

Establish a policy concerning trading in company securities by Directors, senior executives and
employees and disclose the policy or summary of that policy

3.3

Provide the information indicated in Guide to reporting on Principle 3

Principle 4:

Safeguard integrity in financial reporting

4.1

The Board should establish an audit committee

3.1

✓

4.2

Structure the audit committee so that it:

3.1

✓

3.1

✓

3.1, 5.6,
Directors’ Report

✓

■■ consists of only non-executive Directors
■■ consists of a majority of independent Directors
■■ is chaired by an independent chair, who is not chair of the Board
■■ has at least three members

4.3

The audit committee should have a formal charter

4.4

Provide the information indicated in Guide to reporting on Principle 4
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ASX ‘best practice’ corporate governance recommendation

Reference 1

Comply

Principle 5:

Make timely and balanced disclosure

5.1

Establish written policies and procedures designed to ensure compliance with ASX Listing
Rule disclosure requirements and to ensure accountability at a senior executive level for that
compliance and disclose those policies or a summary of those policies

5.1

✓

5.2

Provide the information indicated in Guide to reporting on Principle 5

5.1

✓

Principle 6:

Respect the rights of shareholders

6.1

Design a communications policy for promoting effective communication with shareholders and
encourage their participation at general meetings and disclose the policy or a summary of that policy

5.1

✓

6.2

Provide the information indicated in Guide to reporting on Principle 6

5.1

✓

Principle 7:

Recognise and manage risk

7.1

Establish policies for the oversight and management of material business risks and disclose a
summary of those policies

5.4

✓

7.2

The Board should require management to design and implement the risk management and internal
control system to manage the company’s material business risks and report to it on whether those
risks are being managed effectively. The Board should disclose that management has reported to it
as to the effectiveness of the company’s management of its material business risks

5.4

✓

7.3

The Board should disclose whether it has received assurance from the Managing Director and
the Chief Financial Officer that the declaration provided in accordance with section 295A of the
Corporations Act is founded on a sound system of risk management and internal control and that
the system is operating efficiently in all material respects in relation to financial reporting risks

5.5, Directors’
Report

✓

7.4

Provide the information indicated in Guide to reporting on Principle 7

5.4, Directors’
Report

✓

Principle 8:

Remunerate fairly and responsibly

8.1

The Board should establish a remuneration committee

3.2

✓

8.2

Clearly distinguish the structure of non-executive Directors’ remuneration from that of executive
directors and senior executives

Remuneration
Report

✓

8.3

Provide the information indicated in Guide to reporting on Principle 8

3.2, Remuneration
Report, Directors’
Report

✓

1	Cross references to the relevant sections of this Corporate Governance Statement, the Directors’ Report or the Remuneration Report in the 2010
Annual Report.
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Remuneration report (Audited)

3. Commission

1. Remuneration policy

Commission entitlements are determined
by the Board from time to time and
aim to align the remuneration of
key executives and advisers with the
Company’s performance. In general,
certain executives and advisers are paid a
commission based on revenue generated
by the individual during the year. This
creates a strong incentive for key
executives and advisers to maximise the
Company’s revenues and performance.

Bell Financial remunerates key
executives, management and advisers
by a combination of fixed salary,
commission entitlements and other
short and long-term incentives.
The Company has established the
following equity-based plans to assist in
the attraction, retention and motivation of
Directors, management and employees of
the Company:
■■

Long Term Incentive Plan (pursuant
to which the option offer, open to the
Executive Chairman, the Managing
Director and selected other Directors,
senior executives and employed
advisers, is made); and

■■

Employee Share Acquisition (Tax
Exempt) Plan (pursuant to which the
Employee Grant Offer, open to eligible
employees, is made).

Each plan contains customary and
standard terms for dealing with the
administration of the plan, and the
termination and suspension of the plan.
Participants in the Long Term Incentive
Plan must not enter into a transaction or
arrangement or otherwise deal in financial
products which operate to limit the
economic risk of the unvested Company
securities issued under that plan.
Compensation packages include a
combination of fixed and variable
compensation and short-term and
long-term performance-based incentives.

4. Performance linked compensation
Performance linked compensation
includes both short-term and long-term
incentives and is designed to reward key
management personnel for meeting or
exceeding their financial and personal
objectives. The short-term incentive is
an ‘at risk’ bonus provided in the form
of cash, while the long-term incentive is
provided as options or performance rights
over ordinary shares of the Company.

5. Short-term incentive bonus
The Company pays its key executives,
including the Executive Chairman and
Managing Director, a short-term incentive
(STI) payable annually. The Company’s
Remuneration Committee is responsible
for determining who is eligible to
participate in STI arrangements, as well
as the structure of those arrangements.
There are two types of STI arrangements:
■■

2. Fixed compensation
Fixed compensation consists of base
compensation as well as employer
contributions to superannuation funds.
Compensation levels are reviewed
annually through a process that considers
individual performance and that of the
overall Group.
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■■

the STI payable to executives who
are not remunerated by reference to
commission is a discretionary annual
cash bonus determined based on the
Company’s financial performance
during the year, key performance
indicators and industry competitive
measures as well as individual
performance over the period; and
the STI payable to the Executive
Chairman and the Managing Director
is a discretionary annual cash bonus,
up to three times their annual salary,
which is determined based on the
Company’s financial performance
during the year, key performance
indicators as well as individual
performance over the period.

These STI arrangements ensure that
executive remuneration is aligned with
the Company’s financial performance
and growth.

6. Long-term incentive (LTIP)
The LTIP is part of the Company’s
remuneration strategy and is designed
to align the interests of the Company’s
Directors, executives and advisers with
the interests of Shareholders to assist
the Company in the attraction, motivation
and retention of Directors, executives and
advisers. In particular, the LTIP is designed
to provide relevant executives and advisers
with an incentive for future performance,
with conditions for the vesting and exercise
of the options or performance rights
under the LTIP, therefore encouraging
those Directors, executives and advisers to
remain with the Company and contribute
to its future performance.
Under the LTIP eligible persons
participating may be granted options
or performance rights on terms and
conditions determined by the Board from
time to time. An option or performance
right is a right, subject to the satisfaction
of the applicable vesting conditions and
exercise conditions, to subscribe for a
share in the Company.
If persons become entitled to participate
in the LTIP and their participation
requires approval under Chapter 10 of
the Listing Rules, they will not participate
in the LTIP until shareholder approval is
received pursuant to Listing Rule 10.4.

7. Service agreements
7.1 Executive Chairman and
Managing Director
Bell Financial entered into service
agreements with its Executive Chairman,
Colin Bell, and its Managing Director,
Alastair Provan, effective from listing
in December 2007. These agreements
set out the terms of the appointment,
including responsibilities, duties, rights
and remuneration.
A summary of the remuneration packages
including benefits under the short and
long-term incentive plans for each of
Colin Bell and Alastair Provan is set out in
the following section of this report.

Bell Financial may terminate the service agreements on twelve (12) months notice, or immediately for cause. If those agreements
are terminated on 12 months notice, Bell Financial has agreed to vest early any unvested options under the LTIP and to allow their
early exercise. Colin Bell and Alastair Provan may terminate their respective service agreements on six (6) months notice. Each of
Colin Bell and Alastair Provan have entered into non-competition covenants with Bell Financial which operate for six (6) months
from termination of their respective service agreements.
7.2 Brent Potts
Brent Potts is the Executive Chairman of SCE and has an employment contract with SCE. That contract has a minimum term until
the date upon which the SCE financial statements for the financial year ending 30 June 2011 are approved (subject to termination
rights in certain circumstances and the right of SCE to terminate the contract by notice).
On appointment to the Bell Financial Board, Brent Potts was provided with a letter of appointment setting out the terms of the
appointment, including responsibilities, duties, rights and remuneration, relevant to the office of Director.
7.3 Craig Coleman
Craig Coleman is currently a non-executive Director of the Company. Before he was appointed to that role, he served as an executive
director of Bell Financial from 6 June 2007 to 29 October 2007. During 2010 Craig Coleman provided consultancy services to Bell
Financial and was paid $300,000 in relation to those services. He also holds 1,772,283 shares (refer Related Parties, Note 35).
Mr Coleman is the Chairman of Bell Direct.
7.4 Non-Executive Directors
On appointment to the Board, all the non-executive Directors (Mr Coleman, Mr Cubbin, Mr Spry and Mr Wilson) were provided with a
letter of appointment setting out the terms of the appointment, including responsibilities, duties, rights and remuneration, relevant
to the office of Director. A summary of the annual remuneration package for those Directors is in the following section of this report.

Directors’ fees

Superannuation

Total value
amortisation of
LTI share based
payment options

Mr G Cubbin

$91,743

$8,257

$328

$100,328

Mr C Coleman

$91,743

$8,257

-

$100,000

Mr M Spry

$91,743

$8,257

-

$100,000

Mr B Wilson

$91,743

$8,257

-

$100,000

Name

Total

7.5 Executives
All of the key executives are permanent employees of Bell Financial. Each executive has an employment contract with no fixed end
date. Other than executives employed by SCE, any executive may resign from their position by giving four weeks written notice. The
Company may terminate an employment contract by providing written notice and making payment in lieu of notice in accordance
with the Company’s termination policies. The Company may terminate an employment contract at any time for serious misconduct.
As part of the acquisition of SCE, SCE executives entered into new employment agreements including a minimum employment
term until the date upon which the SCE financial statements for the financial year ending 30 June 2011 are approved (subject to
termination rights in certain circumstances and the right of SCE to terminate the contract by notice).
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Directors’ Report

continued
For the year ended 31 December 2010

8. Directors’ and executive officers’ remuneration (Company and Consolidated)
Details of the nature and amount of each major element of remuneration of each Director of the Company and each of the five named
Company executives and relevant Group executives who receive the highest remuneration and other key management personnel are:

Short-term

Salary &
fees
$

STI cash
bonus
$

Nonmonetary
benefits
$

Total

2010

570,000

450,000

-

1,020,000

2009

523,436

450,000

-

973,436

2010

529,446

450,000

-

979,446

2009

530,173

450,000

-

980,173

2010

350,000

200,000

-

550,000

2009

454,211

1,000,000

-

1,454,211

2010

91,743

-

-

91,743

2009

91,743

-

-

91,743

In AUD
Directors, Executive Directors
Colin Bell, Executive Chairman
Alastair Provan, Managing Director
Brent Potts, Director
Non-executive Directors
Graham Cubbin
Craig Coleman
Malcolm Spry

2010

391,743

-

-

391,743

2009

379,243

-

-

379,243

2010

91,743

-

-

91,743

2009

91,743

-

-

91,743

Brian Wilson 2

2010

91,743

-

-

91,743

2009

15,290

-

-

15,290

Total compensation: Directors (consolidated)

2010

2,116,418

1,100,000

-

3,216,418

2009

2,085,839

1,900,000

-

3,985,839

Total compensation: Directors (company)

2010

666,972

-

-

666,972

2009

578,019

-

-

578,019

1	Voluntary super contributions above the minimum legislative requirements are classified as post-employment benefits.
2

Brian Wilson was appointed Director 28 October 2009.
Executives
Lewis Bell, Head of Compliance
Andrew Bell, Executive Director of Bell Potter Securities

2010

339,502

150,000

-

489,502

2009

300,126

100,000

-

400,126

2010

327,785

-

-

327,785

2009

434,891

-

-

434,891

Mr Dean Davenport, Chief Financial Officer and
Chief Operating Officer

2010

275,369

250,000

-

525,369

2009

262,858

250,000

-

512,858

Mr Rowan Fell, Director – Investment Services

2010

315,170

165,000

-

480,170

2009

315,894

165,000

-

480,894

Mr Paul Vine, General Counsel and Company Secretary
Total compensation: key management personnel (consolidated)
Total compensation: key management personnel (company)
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2010

232,670

25,000

-

257,670

2009

205,897

25,000

-

230,897

2010

1,490,496

590,000

-

2,080,496

2009

1,519,666

540,000

-

2,059,666

2010

-

-

-

-

2009

-

-

-

-

Postemployment

Share-based
payments

Superannuation
benefits 1
$

Other
long term
$

Termination
benefits
$

Total
amortisation
value of LTI
options
$

50,000

-

-

96,564

-

14,830

-

14,103
50,000

Total
$

Proportion of
remuneration
performance
related
%

Value of
options as
proportion of
remuneration
%

6,550

1,076,550

42%

1%

-

8,733

1,078,733

43%

1%

-

6,550

1,000,826

46%

1%

-

-

8,733

1,003,009

46%

1%

-

-

-

600,000

33%

-

108,333

-

-

-

1,562,544

64%

-

8,257

-

-

328

100,328

1%

1%

8,257

-

-

436

100,436

1%

1%

8,257

-

-

-

400,000

-

-

8,257

-

-

-

387,500

-

-

8,257

-

-

-

100,000

-

-

8,257

-

-

-

100,000

-

-

8,257

-

-

-

100,000

-

-

1,376

-

-

-

16,666

-

-

147,858

-

-

13,428

3,377,704

33%

1%

245,147

-

-

17,902

4,248,888

45%

1%

33,028

-

-

328

700,328

-

-

26,147

-

-

436

604,602

-

-

50,000

-

-

2,620

542,122

28%

1%

89,376

-

-

3,493

492,995

21%

1%

50,369

-

-

-

378,154

-

-

25,072

-

-

-

459,963

-

-

24,631

-

-

3,989

553,989

46%

1%

24,642

-

-

5,319

542,819

47%

1%

14,830

-

-

1,965

496,965

34%

1%

14,103

-

-

2,620

497,617

34%

1%

14,830

-

-

491

272,991

9%

-

14,103

-

-

655

245,655

10%

-

154,660

-

-

9,065

2,244,221

27%

1%

167,296

-

-

12,087

2,239,049

25%

1%

-

-

-

-

-

-

-

-

-

-

-

-

-

-
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Directors’ Report

continued
For the year ended 31 December 2010

Notes in relation to the table of Directors’ and executive officers’ remuneration
a)

In relation to the executive officers, the short-term incentive bonus is for performance during the financial year ended
31 December 2010 using the criteria set out in section 5 of the Remuneration Report.

b)

Options were issued to Directors and executives in October 2007. The fair value of the options is calculated at the date of grant
using an option-pricing model and allocated to each reporting period evenly over the period from grant date to vesting date.
The value disclosed is the portion of the fair value of the options recognised in this reporting period. In valuing the options,
market conditions have been taken into account.

The following factors and assumptions were used in determining the fair value of options on grant date:

Grant
Date

Option
exercise
date

Fair value
per option

Exercise
price

Price of
shares on
grant date

Expected
volatility

Risk free
interest
rate

Dividend
yield

10 Oct 07

15 Dec 2010 1

$0.0262

$3.10 2

$1.55

25%

6.55%

5.0%

1	Options can be exercised for a period of up to 12 months from exercise date.
2

Represents exercise price at grant. Exercise Price at Listing date is outlined in the table below.

Equity instruments
All options refer to options over Ordinary shares of Bell Financial, which are exercisable on a one-for-one basis under the LTI plan.

9. Options granted as compensation
Details on options over Ordinary shares in the Company that were granted as compensation to each key management person in
2007 and details on options that were vested during the reporting period are outlined below. No options were granted in 2010.
Number
of options
granted
during
2007

Grant date

Fair value
per option
at grant
date
$

Exercise
price per
option
$

Expiry
date

Number
of options
vested
during
2010

Colin Bell

1,000,000

10 Oct 2007

$0.0262

$2.00

15 Dec 2011

1,000,000

Alastair Provan

1,000,000

10 Oct 2007

$0.0262

$2.00

15 Dec 2011

1,000,000

Graham Cubbin

50,000

10 Oct 2007

$0.0262

$2.00

15 Dec 2011

50,000

Lewis Bell

400,000

10 Oct 2007

$0.0262

$2.00

15 Dec 2011

400,000

Dean Davenport

608,959

10 Oct 2007

$0.0262

$2.00

15 Dec 2011

608,959

Rowan Fell

300,000

10 Oct 2007

$0.0262

$2.00

15 Dec 2011

300,000

75,000

10 Oct 2007

$0.0262

$2.00

15 Dec 2011

75,000

Directors

Executives

Paul Vine

The options were granted at no cost to the recipient. The options vested on 15 December 2010 and are exercisable for a period of
12 months after that date, provided that the executive remains employed as an executive or a Director of the Company as at that date.
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9.1 Modification of terms of equity-settled share-based payment transactions
No terms of equity settled share based payment transactions (including options granted to key management personnel) have been
altered or modified by the issuing entity during the reporting period.
9.2 Exercise of options granted as compensation
Following the vesting date on the accelerated vesting of an option, the vested option may be exercised by the executive subject to any
exercise conditions and the payment of the exercise price (if any), and the executive will then be allocated or issued shares on onefor-one basis.
No options granted as compensation were exercised during the period.
9.3 Analysis of options granted as compensation
Details of vesting profile of the options granted as remuneration to each Director of the Company and each of the five named
Company executives are detailed below.

Options granted

% vested in
year

Financial
years in
which grant
vests

Directors

Number

Date

Colin Bell

1,000,000

10 Oct 07

100

15 Dec 2010

Alastair Provan

1,000,000

10 Oct 07

100

15 Dec 2010

Graham Cubbin

50,000

10 Oct 07

100

15 Dec 2010

Lewis Bell

400,000

10 Oct 07

100

15 Dec 2010

Dean Davenport

608,959

10 Oct 07

100

15 Dec 2010

Rowan Fell

300,000

10 Oct 07

100

15 Dec 2010

75,000

10 Oct 07

100

15 Dec 2010

-

-

-

-

Executives

Paul Vine
Andrew Bell

9.4 Analysis of movements in options
There was no movement in options during the year.
9.5 Unissued shares under options
At the date of this report unissued ordinary shares of the Company granted to Directors and employees under option are:
Expiry date

Exercise price

Number of options

15 December 2011

$2.00

17,678,959

All options expire on the earlier of termination date or expiry date.
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Directors’ Report

continued
For the year ended 31 December 2010

Indemnification and
insurance of Directors

Indemnification
The Company has agreed to indemnify the
Directors against all liabilities to another
person (other than the Company or
related entity) that may arise from their
position as Directors of the Company or
its controlled entities, except where the
liability arises out of conduct including
a lack of good faith.
Except for the above, neither the
Company nor its controlled entities has
indemnified any person who is or has
been an officer or auditor of the Company
or its controlled entities.

Likely developments
Further details of likely developments
in the operations of the Group and its
prospects in future financial years are
contained in the Chairman’s and the
Managing Director’s Report set out
on pages 2 to 7. In the opinion of the
Directors, disclosure of any further
information would be likely to result in
unreasonable prejudice to the Group.

Lead auditor’s independence
declaration
The lead auditor’s independence
declaration is set out on page 25 and
forms part of the Directors’ report for
financial year ended 31 December 2010.

Insurance premiums

Rounding of amounts

Since the end of the previous financial
year the Company has paid a premium
for an insurance policy for the benefit of
the Directors, officers, secretaries and
senior executives of the Company. In
accordance with commercial practice, the
policy prohibits disclosure of the nature of
insurance or amount of the premium.

The Company is of a kind referred to in
ASIC Class Order 98/100 dated 10 January
1998 and in accordance with that Class
Order, amounts in the financial report and
Directors’ report have been rounded off
to the nearest thousand dollars, unless
otherwise stated.

Environmental regulation
The operations of the Group are not
subject to any particular and significant
environmental regulation under a law of
the Commonwealth of a State or Territory.
To the best of the Company’s knowledge
no member of the Group has incurred any
material environmental liability during
the year.

Non-audit services
The Company may decide to engage the
auditor on assignments additional to their
statutory audit duties where the auditor’s
expertise with the Group is important.
The provision of these services and the
auditor’s independence are discussed in
the Corporate Governance Statement.
Details of the amounts paid to the auditor
of the Company, KPMG, and its related
practices for audit and non-audit services
provided during the year are set in note
39. Amounts paid to other auditors for the
statutory audit have been disclosed.
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This report is made with a resolution of
the Directors.

Colin Bell
Executive Chairman
22 February 2011

Lead Auditor’s Independence Declaration
under Section 307C of the Corporations Act 2001

To: the directors of Bell Financial Group Limited
I declare that, to the best of my knowledge and belief, in relation to the audit for the financial year ended 31 December 2010 there
have been:
i)

no contraventions of the auditor independence requirements as set out in the Corporations Act 2001 in relation to the audit; and

ii)

no contraventions of any applicable code of professional conduct in relation to the audit.

KPMG

Don Pasquariello
Partner
Melbourne
22 February 2011
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Income statement
For the year ended 31 December 2010

Consolidated
$ ‘000
Note

2010

2009

Rendering of services

6.

171,837

179,863

Finance income

9.

19,902

16,347

Investing income

7.

7,608

9,455

Other income

8.

898

1,029

200,245

206,694

10.

(119,593)

(119,171)

16., 17.

(1,592)

(1,505)

Occupancy expenses

(10,007)

(9,603)

Systems and communication expenses

(14,295)

(13,962)

(2,334)

(3,035)

(9,722)

(8,696)

(10,061)

(9,446)

32,641

41,276

(1,034)

(1,320)

31,607

39,956

(10,038)

(12,668)

21,569

27,288

Equity holders of the Company

21,569

27,288

Profit for the year

21,569

27,288

Earnings per share:

Cents

Cents

Total revenue
Employee expenses
Depreciation and amortisation expenses

Professional expenses
Finance expenses

9.

Other expenses
Results from operating activities
Share of profit/(loss) of equity accounted investments, net of income tax

18.

Profit before income tax
Income tax (expense) / benefit

11.

Profit for the year
Attributable to:

Basic earnings per share (AUD)

29.

8.7

11.3

Diluted earnings per share (AUD)

29.

8.7

11.1

The notes on pages 31 to 63 are an integral part of these consolidated financial statements.
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Statement of comprehensive income
For the year ended 31 December 2010

Consolidated
$ ‘000
2010

2009

21,569

27,288

Change in fair value of cash flow hedge

(205)

1,531

Other comprehensive income for the year, net of tax

(205)

1,531

21,364

28,819

Equity holders of the Company

21,364

28,819

Total comprehensive income for the year

21,364

28,819

Profit for the year
Other comprehensive income

Total comprehensive income for the year
Attributable to:

Other movements in equity arising from transactions with owners as owners are set out in note 27.
The notes on pages 31 to 63 are an integral part of these consolidated financial statements.
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Statement of Financial Position
As at 31 December 2010

Consolidated
$ ‘000
Note

2010

2009

Cash and cash equivalents

12.

126,674

125,197

Trade and other receivables

13.

64,778

80,757

Loans and advances

20.

174,907

193,031

Financial assets

14.

18,044

11,804

Derivatives

31.

-

197

701

710

385,104

411,696

Assets

Prepayments
Total current assets
Investments in equity accounted investees

18.

10,439

9,035

Deferred tax assets

19.

2,908

3,007

Property, plant and equipment

16.

2,530

2,640

Goodwill

17.

126,479

103,496

Intangible assets

17.

2,036

2,331

Total non-current assets

144,392

120,509

Total assets

529,496

532,205

Liabilities
Trade and other payables

21.

93,333

100,129

Financial liabilities

15.

2,449

3,776

Deposits and borrowings

22.

204,215

204,134

Current tax liabilities

23.

3,159

6,786

Derivatives

31.

8

-

Employee benefits

25.

21,107

24,294

Provisions

24.

24,482

24,692

348,753

363,811

Total current liabilities
Deferred tax liability

19.

1,781

476

Employee benefits

25.

2,621

2,277

4,402

2,753

Total liabilities

353,155

366,564

Net assets

176,341

165,641

Total non-current liabilities

Equity
Contributed equity

27.

157,666

147,742

Reserves

27.

34,054

33,278

Retained earnings / (losses)

27.

(15,379)

(15,379)

176,341

165,641

Total equity attributable to equity holders of the Company

The notes on pages 31 to 63 are an integral part of these consolidated financial statements.
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Statement of changes in equity

Share
capital
$ ‘000

Distributable
profits
reserve
$ ‘000

Cash flow
hedge
reserve
$ ‘000

Retained
earnings
$ ‘000

Total
equity
$ ‘000

147,742

15,463

(1,334)

(15,379)

146,492

-

-

-

27,288

27,288

Change in fair value of cash flow hedges

-

-

1,531

-

1,531

Total other comprehensive income

-

-

1,531

-

1,531

Total comprehensive income for the year

-

-

1,531

27,288

28,819

Transfer of retained earnings

-

27,288

-

(27,288)

-

Retrospective adjustment

-

18

-

-

18

Dividends

-

(9,688)

-

-

(9,688)

Balance at 31 December 2009

147,742

33,081

197

(15,379)

165,641

Balance at 1 January 2010

147,742

33,081

197

(15,379)

165,641

-

-

-

21,569

21,569

Change in fair value of cash flow hedges

-

-

(205)

-

(205)

Total other comprehensive income

-

-

(205)

-

(205)

Total comprehensive income for the year

-

-

(205)

21,569

21,364

-

21,569

-

(21,569)

-

9,924

-

-

-

9,924

-

(20,588)

-

-

(20,588)

157,666

34,062

(8)

(15,379)

176,341

Consolidated
Balance at 1 January 2009
Total comprehensive income
Profit for the year
Other comprehensive income

Transactions with owners, directly in equity

Total comprehensive income
Profit for the year
Other comprehensive income

Transactions with owners, recorded
directly in equity
Transfer of retained earnings
New equity issue
Dividends
Balance at 31 December 2010

The notes on pages 31 to 63 are an integral part of these consolidated financial statements.
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Statement of cash flows
For the year ended 31 December 2010

Consolidated
$ ‘000
Note

2010

2009

217,650

186,503

(129,498)

(145,700)

88,152

40,803

184

377

Interest received

19,767

16,315

Interest paid

(9,722)

(8,696)

(12,261)

(8,575)

86,120

40,224

5,117

14,119

(13,059)

-

Acquisition of property, plant and equipment

(1,330)

(372)

Acquisition of other investments

(7,698)

(7,315)

(16,970)

6,432

Repayment of borrowings

(47,085)

(147)

Dividends paid

(20,588)

(9,688)

Net cash from / (used in) financing activities

(67,673)

(9,835)

1,477

36,821

125,197

88,376

126,674

125,197

Cash flows from operating activities
Cash receipts from customers
Cash paid to suppliers and employees
Cash generated from operations
Dividends received

Income taxes paid
Net cash from operating activities

26.

Cash flows from / (used in) investing activities
Net proceeds from sale of investments
Southern Cross consideration

Net cash from / (used in) investing activities
Cash flows from / (used in) financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at 1 January
Cash and cash equivalents at 31 December

The notes on pages 31 to 63 are an integral part of these consolidated financial statements.
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26.

Notes to the financial Statements
For the year ended 31 December 2010

Bell Financial Group Ltd (“Bell Financial”
or the “Company”) is domiciled in
Australia. The address of the Company’s
registered office is Level 29, 101
Collins Street, Melbourne, VIC. The
consolidated financial statements of
the Company comprise of the Company
and its subsidiaries (the “Group” or
“Consolidated Entity”) and the Group’s
interest in associates.
1. Significant Accounting Policies
Set out below is a summary of
significant accounting policies adopted
by the Company, its subsidiaries and
associates in the preparation of the
consolidated financial statements.

a) Basis of preparation
Statement of compliance
The financial report is a general
purpose financial report prepared in
accordance with Australian Accounting
Standards (AASBs) (including Australian
Accounting Interpretations) adopted by
the Australian Accounting Standards
Board (AASB) and the Corporations Act
2001. The consolidated financial report
of the Group and the financial report of
the Company comply with International
Financial Reporting Standards (IFRS) and
interpretations adopted by the International
Accounting Standards Board (IASB).
The financial statements were approved
by the Board of Directors on 22 February
2011.
The accounting policies set out below,
except as noted, have been applied
consistently to all periods presented in
these consolidated financial statements,
and have been consistently applied by all
entities within the consolidated entity.
Basis of measurement
These consolidated financial statements
have been prepared under the historical
cost convention, except for financial
assets and liabilities (including derivative
instruments) at fair value through the
profit and loss.

Functional and presentation currency
These consolidated financial statements
are presented in Australian dollars, which
is the Company’s functional currency and
the functional currency of the majority
of the Group. The Company is of a kind
referred to in ASIC Class Order 98/100
dated 10 July 1998 and in accordance with
that Class Order, all financial information
presented in Australian dollars has been
rounded to the nearest thousand dollars
unless otherwise stated.
Removal of parent entity
financial statements
The Group has applied amendments to
the Corporations Act (2001) that remove
the requirement for the Group to lodge
parent entity financial statements. Parent
entity financial statements have been
replaced by the specific parent entity
disclosures in note 34.

b) Principles of consolidation
Business combinations
The Group has adopted revised AASB
3 Business Combinations (2008) and
amended AASB 127 Consolidated and
Separate Financial Statements (2008) for
business combinations occurring in the
financial year starting 1 January 2009.
All business combinations occurring
before this date are accounted for by
applying the acquisition method.
Subsidiaries
Subsidiaries are all entities controlled by
the Group. Control exists where the Group
has the power to govern the financial
and operating policies of the entity so as
to obtain benefits from its activities. In
assessing control, potential voting rights
that are currently exercisable are taken
into account. The financial statements
of subsidiaries are included in the
consolidated financial statements from
the date that control commenced until the
date that control ceases. All controlled
entities have a December 31 balance date.

Intra-group balances, and any
unrealised income and expenses arising
from intra-group transactions, are
eliminated in preparing the consolidated
financial statements.
Investments in associates
Associates are those entities in which
the Company has significant influence,
but not control, over the financial and
operating policies. Associates are
accounted for using the equity method.
The consolidated financial statements
include the Group’s share of the income
and expenses of equity accounted
investees, from the date significant
influence commences until the date
that significant influence ceases. When
the Group’s share of losses exceeds its
interest in an equity accounted investee,
the carrying amount of that interest is
reduced to nil.
Unrealised gains arising from
transactions with equity accounted
investees are eliminated against the
investment to the extent of the Group’s
interest in the investee. Unrealised
losses are eliminated in the same way as
unrealised gains, but only to the extent
that there is no evidence of impairment.
Special purpose entities
The Group has established a special
purpose entity (SPE) to manage margin
loans. The Group does not have direct
or indirect shareholdings in this entity.
The SPE is consolidated if, based on
an evaluation of the substance of its
relationship with the Group and the SPE’s
risks and rewards, the Group concludes
that it controls the SPE.
SPE’s consolidated by the Group were
established under terms that impose
strict limitations on the decision making
powers of the SPE’s management and
that result in the Group receiving the
majority of the benefits related to the
SPE’s operations and net assets, being
exposed to risks incident to the SPE’s
activities and retaining the majority of the
residual or ownership risks related to the
SPE or its assets.
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Notes to the financial Statements

continued

For the year ended 31 December 2010

1. Significant Accounting
Policies  continued

c) Revenue recognition
Revenue is recognised to the extent that it
is probable that the economic benefit will
flow to the Group and the revenue can be
reliably measured. The following specific
criteria must also be met before revenue
can be recognised.
Rendering of services
Revenue arising from brokerage,
commissions and fee income and
corporate finance transactions are
recognised by the Group on an accruals
basis as and when services have been
provided, net of the amount of goods and
services tax (GST). Exchange of goods or
services of the same nature and value
without any cash consideration are not
recognised as revenues. Provision is
made for uncollectible debts arising from
such services. Securities held at balance
date are valued by directors at market
value at each balance date, with any
unrealised gains and losses being taken
to the income statement.
Interest income
Interest income is recognised as it accrues
using the effective interest method.
Dividend income
Dividends are bought to account as
revenue when the right to receive the
payment is established.

d) Statement of cash flows
The Statement of Cash Flows is prepared
on the basis of net cash flows in relation
to settlement of trades. This is consistent
with the Group’s revenue recognition
policy whereby the entity acts as an agent
and receives and pays funds on behalf
of its clients, however only recognises
as revenue, the Group’s entitlement to
brokerage commission.
For the purpose of the Statement of
Cash Flows, cash and cash equivalents
comprise cash at bank and on hand,
investments in money market instruments
maturing within less than 14 days (net
of bank overdrafts) and short-term
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deposits with an original maturity of 3
months or less. It is important to note
that the statement of financial position
discloses trade debtors and payables that
represent net client accounts being the
accumulation of gross trading.

e) Income tax
Income tax expense or revenue for the
period comprises current and deferred
tax. Income tax is recognised in the
Income Statement except to the extent
that it relates to items recognised
directly in equity, in which case it is
recognised in equity.
Current tax is the expected tax payable
on the taxable income for the year, using
tax rates enacted or substantially enacted
at the balance sheet date, and any
adjustments to tax payable in respect
of previous years.
Deferred tax is recognised using the balance
sheet method, providing for 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 the following temporary
differences: the initial recognition of
goodwill, the initial recognition of assets
or liabilities in a transaction that is not
a business combination and that affects
neither accounting nor taxable profit, and
differences relating to investments in
subsidiaries to the extent that they probably
will not reverse in the foreseeable future.
Deferred tax is measured at the tax rates
that are expected to be applied to the
temporary differences when they reverse,
based on the laws that have been enacted or
substantively enacted by the reporting date.
Deferred tax assets and liabilities are
offset if there is a legally enforceable
right to offset current tax liabilities and
assets, and they relate to income taxes
levied by the same tax authority on the
same taxable entity, or on different tax
entities, but they intend to settle current
tax liabilities and assets on a net basis
or their tax assets and liabilities will be
realised simultaneously.

A deferred tax asset is recognised to
the extent that it is probable that future
taxable profits will be available against
which temporary differences 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 tax benefit will be realised.
Tax consolidation
Effective 1st January 2003, the Company
elected to apply the tax consolidation
legislation. All current tax amounts relating
to the Group have been assumed by the
head entity of the tax-consolidated group,
Bell Financial Group. Deferred tax amounts
in relation to temporary differences are
allocated as if each entity continued to be a
taxable entity in its own right.

f) Goods and services tax
Revenues, expenses and assets are
recognised net of the amount of goods
and services tax (GST), except where
the amount of GST incurred is not
recoverable from the Australian Tax
Office (ATO). In these circumstances the
GST is recognised as part of the cost of
acquisition of the asset or as part of an
item of the expense.
Receivables and payables are stated
with the amount of GST excluded. The
net amount of GST recoverable from, or
payable to, the ATO is included as a current
asset or liability in the Statement of
Financial Position.
Cash flows are included in the statement
of cash flows on a gross basis. The GST
components of cash flows arising from
investing and financing activities that are
recoverable from, or payable to, the ATO
are classified as operating cash flows.

g) Cash and cash equivalents
Cash and cash equivalents comprise cash
balances, investments in money market
instruments maturing within less than 14
days and short-term deposits with original
maturity of less than three months. Bank
overdrafts that are repayable on demand
are included as a component of cash and
cash equivalents for the purpose of the
Statement of Cash Flows.

h) Derivatives
Derivative financial instruments are
contracts whose value is derived from one
or more underlying price indices or other
variable. They include swaps, forward rate
agreements, options or a combination of
all three.
Certain derivative instruments are held
for trading for the purpose of making
short-term gains. These derivatives do
not qualify for hedge accounting. The
right to receive options arising from the
provision of services to corporate fee
clients are valued using the Black Scholes
model. On disposal of options any realised
gains/losses are taken to the Income
Statement. Derivatives are recognised
initially at fair value, attributable
transaction costs are recognised in profit
or loss when incurred.
Derivative financial instruments are also
used for hedging purposes to mitigate
the Group’s exposure to interest rate
risk. Derivative financial instruments are
recognised initially at fair value. Where
the derivative is designated effective as
a hedging instrument, the timing of the
recognition of any resultant gain or loss
is dependant on the hedging designation.
The Group designated interest rate swaps
as cash flow hedges during the period.
Details of the hedging instruments are
outlined below:
Cash flow hedges
Changes in the fair value of cash flow
hedges are recognised directly in equity to
the extent that the hedges are effective. To
the extent hedges are ineffective, changes
in the fair value are recognised in the profit
and loss. Hedge effectiveness is tested on
a six-monthly basis and is calculated using
the dollar offset method. Effectiveness
will be assessed on a cumulative basis
by calculating the change in fair value of
the interest rate swap as a percentage of
the change in fair value of the designated
hedge item. If the ratio change in the fair
value is within the 80 - 125% range, a
hedge is deemed to be effective.

If the hedging instrument no longer
meets the criteria for hedge accounting,
expires or is sold, terminated or
exercised, the hedge accounting
is discontinued prospectively. The
cumulative gain or loss previously
recognised in equity remains there until
the forecast transaction occurs.

i) Impairment of assets
At each reporting date, the Group reviews
the carrying values of its tangible and
intangible assets to determine whether
there is any indication that those assets
have been impaired. If such an indication
exists, the recoverable amount of the
asset, being the higher of the asset’s fair
value less costs to sell and value in use,
is compared to the asset’s carrying value.
Any excess of the asset’s carrying value
over its recoverable amount is expensed
to the Income Statement.
Where it is not possible to estimate the
recoverable amount of an individual asset,
the Group estimates the recoverable
amount of the cash-generating unit to
which the asset belongs.
An impairment loss is reversed if the
reversal can be related objectively to an
event occurring after the impairment
loss was recognised. For financial
assets measured at amortised cost
and available-for-sale financial assets
that are debt securities the reversal is
recognised in profit or loss.
For available-for-sale financial assets
that are equity securities, the reversal is
recognised in equity. Impairment losses
on goodwill are not reversed.

j) Trade and other receivables
Trade debtors to be settled within 3
trading days are carried at amounts due.
Term debtors are carried at the amount
due. The collectability of debts is assessed
at balance date and specific provision is
made for any doubtful accounts.

k) Trade and other payables
Liabilities for trade creditors and other
amounts are carried at cost which is the
fair value of the consideration to be paid in
the future for goods and services received,
whether or not billed to the parent entity
or Group. Trade accounts payable are
normally settled within 60 days.

l) Leased assets
Leases in terms of which the Group
assumes substantially all the risks and
rewards of ownership are classified as
finance leases. Upon initial recognition
the leased asset is measured at an
amount equal to the lower of its fair
value and the present value of minimum
lease payments. Subsequent to initial
recognition, the asset is accounted for
in accordance with the accounting policy
applicable to that asset.
Other leases are operating leases and are
not recognised on the Group’s Statement of
Financial Position.

m) Borrowing costs
Borrowing costs are recognised as
expenses in the period in which they
are incurred.

n) Provisions
A provision is recognised if, as a result
of a past event, the Group has a present
legal or constructive obligation that can
be estimated reliably, and it is probable
that an outflow of economic benefits
will be required to settle the obligation.
Provisions are determined by discounting
the expected future cash flows at a
pre-tax rate that reflects current market
assessments of the time value of money
and the risks specific to the liability.

o) Deposits and borrowings
All deposits and borrowings are
recognised at cost, being the fair value
of the consideration received net of issue
costs associated with the borrowings.

.
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Notes to the financial Statements

continued

For the year ended 31 December 2010

1. Significant Accounting
Policies  continued

p) Goodwill and intangible assets
Goodwill
Goodwill on acquisition is initially
measured at cost being the excess of the
costs of the business combination over
the acquirer’s interest in the net fair value
of the identifiable assets, liabilities and
contingent liabilities.
Following initial recognition, goodwill
is measured at cost less accumulated
impairment losses. Goodwill is reviewed
for impairment, annually or more
frequently if events or changes in
circumstances indicate that the carrying
amount is impaired.
Other intangible assets
Other intangible assets that are acquired
by the Group, which have finite lives,
are measured at cost less accumulated
amortisation and accumulated
impairment losses.
Amortisation is recognised in the profit
and loss on a straight-line basis over
the estimated useful lives of intangible
assets. The estimated useful lives are
as follows:

Customer list

2010

2009

10 years

10 years

q) Financial instruments
All investments are initially recognised
at fair value of the consideration given,
plus directly attributable transaction
costs. Subsequent to initial recognition,
investments, which are classified
as financial assets are measured as
described below.
Fair value estimation
For investments actively traded in
organised financial markets, fair value is
determined by reference to Stock Exchange
quoted market bid prices at the close of
business on the balance sheet date.
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For investments where there is no quoted
market price and a reliable estimate of
fair value is not available the security
is recorded at the lower of cost and
recoverable amount, being a Directors’
valuation, by reference to the current
market value of another instrument that
is substantially the same. Realised and
unrealised gains and losses are included
in the income statement. Dividends are
brought to account when declared.
Financial assets at fair value
through profit or loss

r) Property, plant and equipment
Property, plant and equipment is included
at cost less accumulated depreciation
and any impairment in value. All property,
plant and equipment is depreciated over
its estimated useful life, commencing
from the time assets are held ready
for use.
Items of property, plant and equipment
are depreciated/amortised using the
straight-line method over their estimated
useful lives. The depreciation rates for
each class of asset are as follows:

A financial asset is classified in this
category if acquired principally for the
purpose of selling in the short term
or if so designated by management
and within the requirements of AASB
139: Recognition and Measurement of
Financial Instruments. Realised and
unrealised gains and losses arising from
changes in the fair value of these assets
are included in the income statement in
the period in which they arise.

s) Employee entitlements

Loans and advances

Wages, salaries and annual leave

All loans and advances are recognised at
amortised cost. Impairment assessments
are performed at balance date and
impairment is reviewed on each individual
loan. Impairment provisions are raised
if the recoverable amount is less than
the carrying value of the loan. Loans are
secured by holding equities as collateral.

The provisions for entitlements to wages,
salaries and annual leave expected to be
settled within 12 months of reporting date
represent the amounts which the Group
has a present obligation to pay resulting
from employees’ services provided up to
reporting date.

Share capital

The provision for salaried employee
entitlements to long service leave
represents the present value of the
estimated future cash outflows to be
made resulting from employees’ service
provided up to reporting date. Liabilities
for employee entitlements, which are
not expected to be settled within twelve
months, are discounted using the
rates attaching to national government
securities at balance date, which most
closely match the terms of maturity of the
related liabilities.

Ordinary shares
Ordinary shares are classified as equity.
Incremental costs directly attributable
to issue of ordinary shares and share
options are recognised as a deduction
from equity, net of any tax effects.

Dividends
Dividends are recognised as a liability
in the period in which they are declared,
being appropriately authorised and no
longer at the discretion of the Company.

2010

2009

Leasehold
improvements

20 – 25%

20 – 25%

Office equipment

20 – 50%

20 – 50%

Furniture
and fittings

20 – 50%

20 – 50%

Long service leave

In determining the liability for employee
entitlements, consideration has been
given to future increases in wage and
salary rates, and experience with staff
departures. Related on-costs have also
been included in the liability.

Bonuses

Diluted earnings per share

The Company recognises a liability
and an expense for bonuses. The
Company recognises a provision where
contractually obliged or where there is
a past performance that has created
a constructive obligation.

Diluted EPS is determined by adjusting
the profit or loss attributable to ordinary
shareholders and the weighted average
number of ordinary shares outstanding
for the effects of all dilutive potential
ordinary shares and share options
granted to employees and Directors.

Defined contribution plans
A defined contribution plan is a postemployment benefit plan under which the
Company pays fixed contributions into
a separate entity and will have no legal
or constructive obligation to pay further
amounts. Obligations for contributions to
defined contribution plans are recognised
as an employee expense in profit or loss
when they are due.
Share based payments
The Company has adopted a number
of share based Equity Incentive Plans
in which employees and Directors
participate. The grant date fair value of
shares expected to be issued under the
various Equity Incentive Plans, including
options, granted to employees and
Directors is recognised as an employee
expense, with a corresponding increase
in equity over the period in which the
employees become unconditionally
entitled to the Shares.
The fair value of options at grant date
is independently determined using the
Black Scholes option pricing model
that takes into account the exercise
price, the vesting period, the vesting
and performance criteria, the impact
of dilution, the share price at grant
date and the expected price volatility of
the underlying share and the risk free
interest rate for the vesting period.

t) Earnings per share
The Group presents basic and diluted
earnings per share (EPS) data for its
ordinary shares.
Basic earnings per share
Basic EPS is calculated by dividing the
profit or loss attributable to ordinary
shareholders of the Company by the
weighted average number of ordinary
shares outstanding during the period.

u) Foreign currency transactions
Transactions in foreign currencies are
translated to the functional currency
of the Group at exchange rates at the
date of the transaction. Monetary assets
and liabilities denominated in foreign
currencies at the reporting date are
retranslated to the functional currency
at the foreign exchange rate at that date.
Non-monetary assets and liabilities
denominated in foreign currencies
that are measured at fair value are
retranslated to the functional currency at
the exchange rate at the date that the fair
value was determined.
Foreign currency differences arising on
retranslation are recognised in profit or
loss, except for differences arising on
available for sale equity instruments that
are recognised directly in equity.

v) Segment reporting
The Group determines and presents
operating segments based on the
information that is internally provided to
the Chief Decision Maker in accordance
with AASB 8 Operating Segments.
An operating segment is a component
of the Group that engages in business
activities from which it may earn
revenues and incur expenses, including
revenues and expenses that relate to
transactions with any of the Group’s other
components. An operating segment’s
operating results are reviewed regularly
by management to make decisions about
resources to be allocated to the segment
and assess its performance. Segment
results that are reported to management
include items directly attributable to a
segment as well as to those that can be
allocated on a reasonable basis.

w) New standards and interpretations
not yet adopted
A number of new standards, amendments
to standards and interpretations are
effective for annual periods beginning
after 1 January 2010 and have not been
applied in preparing these consolidated
financial statements. None of these is
expected to have a significant effect on
the consolidated financial statements of
the Group, except for IFRS 9 Financial
Instruments, which becomes mandatory
for the Group’s 2013 consolidated
financial statements and could change
the classification and measurement of
financial assets. The Group does not plan
to adopt this standard early and the extent
of the impact has not been determined.
2. Significant accounting
judgements, estimates
and assumptions
In applying the Group’s accounting
policies management continually
evaluates judgements, estimates and
assumptions based on experience and
other factors, including expectations of
future events that may have an impact
on the Group. All judgements, estimates
and assumptions made are believed
to be reasonable based on the most
current set of circumstances available
to management and are reviewed on an
ongoing basis. Actual results may differ
from the judgements, estimates and
assumptions. Significant judgements,
estimates and assumptions made by
management in the preparation of these
financial statements are outlined below:

Recovery of deferred tax assets
Deferred tax assets are recognised for
deductible temporary differences as
management considers that it is probable
that future taxable profits will be available
to utilise those temporary differences.

Impairment of loans and advances
The Company assesses impairment of all
loans at each reporting date by evaluating
any issues particular to an asset that
may lead to impairment. In the Directors’
opinion, no such impairment exists beyond
that provided at 31 December 2010.
(Refer to note 20).
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Notes to the financial Statements

continued

For the year ended 31 December 2010

2. Significant accounting
judgements, estimates
and assumptions  continued

Long service leave provisions
The liability for long service leave is
recognised and measured as the present
value of the estimated future cash flows
to be made in respect of all employees at
balance date. In determining the present
value of a liability, attrition rates and pay
increases through promotion and inflation
have been taken into account. A discount
rate equal to the government bond rate
has been used in determining the present
value of the obligation. (Refer to note 25).

allocated is estimated using a market
multiple approach as representative of
the fair value less cost to sell of each
business. The result of the impairment
testing performed did not result in any
impairment being identified.
3. Financial risk management

Overview
The Group’s principal financial
instruments comprise listed securities,
derivatives, term deposits and cash. The
Group has exposure to the following risks
from its use of financial instruments:
■■

market risk;

Legal provision

■■

credit risk; and

As at 31 December 2010, a provision has
been accrued to reflect potential claims.
In the Directors’ opinion, the outcome
of these legal claims is unlikely to give
rise to any significant loss beyond the
amounts provided at 31 December 2010.

■■

liquidity risk

Intangible assets
The intangible assets acquired have been
valued using the net present value of
the unlevered free cash flow from each
business’ client list. These valuations are
outlined below:
Bell Foreign Exchange and
Futures business
The amortisation period for the acquired
intangible assets of the Foreign Exchange
and Futures business is deemed to be 10
years. This was determined by analysing
the average length of the relationship
clients have with the business.

Impairment of goodwill
Goodwill is tested for impairment at
each reporting date, or more frequently
if events or changes in circumstances
indicated that it might be impaired.
For the purpose of impairment testing,
goodwill is allocated to Bell Potter
Broking, Southern Cross Equities Broking
and Margin Lending which represents the
lowest level at which it is monitored for
internal management purposes.
The recoverable amount of the business
to which each goodwill component is
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Risk management framework
The Board of Directors has overall
responsibility for the establishment
and oversight of the risk management
framework. The Board has established
the Group Risk and Audit Committee,
which is responsible for developing and
monitoring risk management policies.
The Committee reports regularly to the
Board of Directors on its activities.
Risk management policies are
established to identify and analyse
the risks faced by the Group, to set
appropriate risk limits and controls,
and to monitor risks and adherence to
limits. Risk management policies and
systems are reviewed regularly to reflect
changes in market conditions and the
Group’s activities. The Group, through its
training and management standards and
procedures, aims to develop a disciplined
and constructive control environment in
which all employees understand their
roles and obligations.
The Group Risk and Audit Committee
oversees how management monitors
compliance with the Group’s risk
management policies and procedures
and reviews the adequacy of the risk
management framework in relation to
the risks faced by the Group. Internal
Audit assists the Group Risk and Audit
Committee in its oversight role. Internal
Audit undertakes both regular and ad

hoc reviews of risk management controls
and procedures, the results of which
are reported to the Group Risk and
Audit Committee.

Market risk
Market risk is the risk that changes in
market prices, such as interest rates,
equity prices and foreign exchange rates
will affect the Group’s income or the value
of its holdings of financial instruments.
The objective of market risk management
is to manage and control exposures
within acceptable parameters, while
optimising returns.
Equity price risk
All instruments are subject to the risk
that future changes in market conditions
may make an instrument less valuable.
As trading instruments are valued with
reference to the market or Black and
Scholes model, changes in equity prices
directly affect reported income in each
period. The Group continually monitors
equity price movements to ensure the
impact on the Group’s activities is managed.
Interest rate risk
Interest rate risk arises from the potential
for change in interest rates to have
an adverse effect on the Group’s net
earnings. The Group continually monitors
movements in interest rates and manages
exposure accordingly.
The Board has also approved the use of
derivatives, in the form of interest rate
swaps, to mitigate its exposure to interest
rate risk. Changes in the fair value and
effectiveness of interest rate swaps
(which are designated cash flow hedging
instruments) are monitored on a
six-monthly basis.
Currency risk
The Group is exposed to currency risk
on monetary assets and liabilities held
in a currency other than the respective
functional currency of the Group. The Group
ensures the net exposure is kept to an
acceptable level by buying or selling foreign
currencies at spot rates where necessary to
address short-term imbalances.

Liquidity risk

Margin lending

Investments in equity

Liquidity risk is the risk that the Group
will not be able to meet its financial
obligations as they fall due. The
Group’s approach to managing this risk
is to ensure that it will always have
sufficient liquidity to meet its liabilities
when due, under both normal and
stressed conditions, without incurring
unacceptable losses or risking damage
to the Group’s reputation.

Management has a process in place and
the exposure to credit risk is monitored
on an ongoing basis. The Group requires
collateral in respect of margin loans made
in the course of business. This collateral
is generally in the form of the underlying
security the margin loan is used to invest
in. Loan to value ratios (LVRs) are assigned
to determine the amounts of lending
allowed against each security. Loans
balances are reviewed daily and are subject
to margin calls once the geared value falls
10% lower than the loan balance. Warnings
are sent between 5% and 10%.

The fair values of financial assets at
fair value through profit and loss are
determined with reference to the quoted
bid price and valuation models at
reporting date.

Ultimate responsibility for liquidity risk
management rests with the Board of
Directors, which has built an appropriate
liquidity risk management framework
for the management of the Group’s
short, medium and long-term funding
requirements. The Group manages liquidity
by maintaining reserves, banking facilities
and reserve borrowing facilities and by
continuously monitoring forecast and
actual cash flows and matching up maturity
profiles of financial assets and liabilities.
With respect to the maturity of financial
liabilities, the Group also:
■■

■■

holds financial assets for which there
is a liquid market and that they are
readily saleable to meet liquidity
needs; and
has committed borrowing facilities or
other lines of credit that it can access
to meet liquidity needs.

Credit risk
Credit risk is the financial loss to the
Group if a debtor or counterparty to a
financial instrument fails to meet its
contractual obligations.
Trade and other receivables
The credit risk for these accounts is that
financial assets recognised on the balance
sheet exceed their carrying amount, net
of any provisions for doubtful debts. In
relation to client debtors, the Group’s
credit risk concentration is minimised
as transactions are settled on a delivery
versus payment basis with a settlement
regime of trade day plus three days.

Capital management
The Board’s policy is to maintain a
strong capital base so as to maintain
investor, creditor and market confidence
and to sustain future development of
the business. The Group is required to
comply with certain capital and liquidity
requirements imposed by regulators
as a licensed broking firm which are
monitored by the Board.

Security arrangements
The ANZ Bank has a Registered
Mortgage Debenture over the assets
and undertakings of the Company.

Derivatives
The fair value of interest rate swaps
is based on a mark-to-market model
with reference to prevailing fixed and
floating interest rates. These quotes are
tested for reasonableness by discounting
estimated future cash flows based on
term to maturity of each contract and
using market interest rates for a similar
instrument at the measurement date.
The fair value of options is determined
using the Black and Scholes optionpricing model.

Share based payments
The fair value of employee stock options
is determined using a Black and Scholes
model. Measurement inputs include
share price, exercise price, volatility,
weighted average expected life of the
instrument, expected dividends and risk
free interest rate.

4. Determination of fair values
A number of the Group’s accounting
policies and disclosures require the
determination of fair value, for both
financial and non-financial assets
and liabilities. Fair values have been
determined and disclosed based
on the following methods. Where
applicable, further information about the
assumptions made in determining fair
values is disclosed in the notes specific to
that asset or liability.

Intangible assets
The fair value of intangible assets is
based on the discounted cash flows
expected to be derived from the assets.
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5. Segment Reporting

Business segments
The Group comprises the following main business segments:
■■

Broking (Bell Potter) – equities, futures, foreign exchange, corporate fee income and portfolio administration services;

■■

Broking (Southern Cross) – equities and corporate fee income; and

■■

Margin lending and deposits.

Broking
Bell Potter
2010
$ ‘000

Broking
Southern
Cross
2010
$ ‘000

Margin
lending
2010
$ ‘000

Eliminations
2010
$ ‘000

Consolidated
2010
$ ‘000

130,857

53,134

16,254

-

200,245

6,178

13,869

1,522

-

21,569

268,879

37,853

226,738

(14,413)

519,057

10,439

-

-

-

10,439

Total assets

279,318

37,853

226,738

(14,413)

529,496

Segment liabilities

126,411

20,122

221,035

(14,413)

353,155

Total liabilities

126,411

20,122

221,035

(14,413)

353,155

Interest revenue

3,791

512

16,230

(631)

19,902

Interest expense

(233)

(19)

(10,101)

631

(9,722)

Depreciation / amortisation

(1366)

(226)

-

-

(1,592)

Share of net losses of associates

(1,034)

-

-

-

(1,034)

Broking
Bell Potter
2009
$ ‘000

Broking
Southern
Cross
2009
$ ‘000

Margin
lending
2009
$ ‘000

Eliminations
2009
$ ‘000

Consolidated
2009
$ ‘000

131,031

62,066

13,597

-

206,694

8,626

18,018

644

-

27,288

269,089

45,750

226,414

(18,083)

523,170

9,035

-

-

-

9,035

Total assets

278,124

45,750

226,414

(18,083)

532,205

Segment liabilities

134,731

27,889

222,027

(18,083)

366,564

Total liabilities

134,731

27,889

222,027

(18,083)

366,564

Interest revenue

2,897

382

13,559

(491)

16,347

Interest expense

(195)

(15)

(8,977)

491

(8,696)

Depreciation / amortisation

(1,202)

(303)

-

-

(1,505)

Share of net losses of associates

(1,320)

-

-

-

(1,320)

Revenue from operations
Profit / (loss) after tax
Segment assets
Investment in associates

Other segment details

Revenue from operations
Profit / (loss) after tax
Segment assets
Investment in associates

Other segment details

Geographical segments
The Group operates predominantly within Australia and has a subsidiary in London.
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6. Rendering of services
Consolidated
2010
$ ‘000

2009
$ ‘000

118,257

114,913

Corporate fee income

38,069

50,490

Trailing commissions

6,314

6,265

Portfolio administration fees

8,212

7,681

985

514

171,837

179,863

184

377

Realised profit / (loss) on trading securities

2,464

6,063

Unrealised profit / (loss) on trading securities

4,960

3,015

7,608

9,455

10

12

888

1,017

898

1,029

3,672

2,788

Interest income on loans and advances

16,230

13,559

Total finance income

19,902

16,347

Bank interest expense

(1,621)

(1,741)

Interest expense on deposits

(8,101)

(6,955)

Total finance expense

(9,722)

(8,696)

Net finance income / (expense)

10,180

7,651

Brokerage

Other

7. Investing income
Dividends received

8. Other income
Bad debts recovered
Sundry income

9. Finance income and expenses
Interest income on bank deposits
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10. Employee expenses
Consolidated
2010
$ ‘000

2009
$ ‘000

(105,388)

(103,869)

Superannuation

(7,258)

(8,205)

Payroll tax

(4,935)

(4,805)

Other employee expenses

(1,936)

(2,195)

(76)

(97)

(119,593)

(119,171)

8,611

11,485

23

74

8,634

11,559

1,404

1,109

10,038

12,668

31,607

39,956

9,482

11,987

533

607

23

74

10,038

12,668

Cash on hand

9

9

Cash at bank

22,842

19,999

Short-term deposits

32,338

64,394

Cash at bank (Margin Lending)

44,935

20,335

Cash at bank (Trust account)

20,706

13,748

5,844

6,712

126,674

125,197

Wages and salaries

Equity-settled share-based payments

11. Income tax expense
Current tax expense
Current period
Adjustment for prior periods

Deferred tax expense
Origination and reversal of temporary differences
Total income tax expense / (benefit)

Numerical reconciliation between tax-expense and pre-tax profit
Accounting profit (before income tax)
Income tax using the Company’s domestic tax rate of 30% (2009: 30%)
Non-deductible expenses
Adjustments in respect of current income tax of previous year

Tax consolidation
Bell Financial Group and its wholly owned Australian controlled entities are a tax-consolidated group.
12. Cash and cash equivalents

Segregated fund bank balances
Cash and cash equivalents in the statement of cash flows
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Cash on hand, Cash at bank and Short-term deposits represent Company cash reserves.
Cash at bank (Trust account) and Segregated fund bank balances represent client funds.
Cash on hand and at bank earns interest at floating rates based on daily bank deposit rates. Short-term deposits are made for
periods of between 7 days and 31 days.
Segregated fund bank balances earn interest at floating rates based on daily bank rates. Trust bank balances earn interest at
floating rates based on daily bank rates.
The Group’s exposure to interest rate risk for financial assets and liabilities is disclosed in note 31.
13. Trade and other receivables
Consolidated
2010
$ ‘000

2009
$ ‘000

28,829

49,772

(19)

(29)

28,810

49,743

32,207

28,069

3,761

2,945

64,778

80,757

Current
Trade debtors
Less: Impairment

Segregated deposits with clearing brokers
Sundry debtors

The movement for the allowance in impairment in respect of loans and receivables during the year was as follows:
Balance at 1 January

29

214

Bad debts written off

-

(173)

Bad debts recovered

(10)

(12)

19

29

10,980

9,662

7,064

2,142

18,044

11,804

2,449

3,776

2,449

3,776

Balance at 31 December

14. Financial assets

Financial assets
Current investments (at fair value)
Shares in listed corporations
Unlisted options held for trading

15. Financial liabilities

Financial liabilities
Current
Trading liabilities at fair value
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16. Property, plant and equipment
Fixtures
and fittings
$ ‘000

Office
equipment
$ ‘000

Leasehold
improvements
$ ‘000

Total
$ ‘000

628

658

1,354

2,640

Additions

92

949

289

1,330

Disposals

(23)

(42)

(78)

(143)

(149)

(729)

(419)

(1,297)

548

836

1,146

2,530

2,037

6,398

5,673

14,108

(1,409)

(5,740)

(4,319)

(11,468)

628

658

1,354

2,640

1,852

3,931

5,697

11,480

(1,304)

(3,095)

(4,551)

(8,950)

548

836

1,146

2,530

691

1,181

1,606

3,478

Additions

80

60

232

372

Disposals

-

-

-

-

(143)

(583)

(484)

(1,210)

628

658

1,354

2,640

1,957

6,338

5,441

13,736

(1,266)

(5,157)

(3,835)

(10,258)

691

1,181

1,606

3,478

2,037

6,398

5,673

14,108

(1,409)

(5,740)

(4,319)

(11,468)

628

658

1,354

2,640

Consolidated
Year ended 31 December 2010
Balance at 1 January 2010 (net accumulated depreciation)

Depreciation charge for the year
Balance at 31 December 2010
Balance at 1 January 2010
Cost
Accumulated depreciation
Net carrying amount
Balance at 31 December 2010
Cost
Accumulated depreciation
Net carrying amount

Year ended 31 December 2009
Balance at 1 January 2009 (net accumulated depreciation)

Depreciation charge for the year
Balance at 31 December 2009
Balance at 1 January 2009
Cost
Accumulated depreciation
Net carrying amount
Balance at 31 December 2009
Cost
Accumulated depreciation
Net carrying amount
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17. Goodwill and Intangible assets
Consolidated
Goodwill
$ ‘000

Identifiable
intangibles
$ ‘000

Total
$ ‘000

103,496

2,331

105,827

22,983

-

22,983

-

(295)

(295)

126,479

2,036

128,515

103,496

2,945

106,441

-

(614)

(614)

103,496

2,331

105,827

126,479

2,945

129,424

-

(909)

(909)

126,479

2,036

128,515

Balance at 1 January 2009

80,513

2,626

83,139

Additions

22,983

-

22,983

-

(295)

(295)

103,496

2,331

105,827

80,513

2,945

83,458

-

(319)

(319)

80,513

2,626

83,139

103,496

2,945

106,441

-

(614)

(614)

103,496

2,331

105,827

Consolidated
Year ended 31 December 2010
Balance at 1 January 2010
Additions 1
Amortisation / impairment
Balance at 31 December 2010
Balance at 1 January 2010
Cost (gross carrying amount)
Accumulated amortisation/impairment
Net carrying amount
Balance at 31 December 2010
Cost (gross carrying amount)
Accumulated amortisation/ impairment
Net carrying amount

Year ended 31 December 2009

Amortisation / impairment
Balance at 31 December 2009
Balance at 1 January 2009
Cost (gross carrying amount)
Accumulated amortisation/ impairment
Net carrying amount
Balance at 31 December 2009
Cost (gross carrying amount)
Accumulated amortisation/ impairment
Net carrying amount
1

Refer to note 33 for further information.
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18. Investments in equity accounted investees
The Group’s share of the loss (after tax) in its equity accounted investees for the year was $1,034,440 (2009: $1,320,005).
Equity accounted investees also have a 31 December balance date.
Summary financial information for equity accounted investees, not adjusted for the percentage ownership held by the Group.

In thousands of AUD

Ownership
%

Total
Assets
$ ‘000

Total
Liabilities
$ ‘000

Revenues
$ ‘000

Expenses
$ ‘000

Profit/
(loss) after
tax
$ ‘000

40%

51,754

(44,796)

5,789

(9,700)

(2,743)

51,754

(44,796)

5,789

(9,700)

(2,743)

23,093

(17,391)

3,770

(8,856)

(3,666)

23,093

(17,391)

3,770

(8,856)

(3,666)

2010
Third Party Platform Pty Ltd
(Bell Direct)
2009
Third Party Platform Pty Ltd

36%

(Bell Direct)

Under the renegotiated call option arrangements, the Company has a call option to purchase all the Bell Direct shares it does not
own, taking its holding to 100%. The exercise price of the new call option is to be satisfied by the Company issuing new shares and
values all of Bell Direct’s existing share capital at $70 million. The right to exercise the new option was extended by 12 months to
31 January 2011.
In July 2010 the Company participated in a rights issue increasing its stake in Bell Direct from 36% to 40%. In January 2011, after the
close of the 2010 year, the Company and the other Bell Direct shareholders agreed to further amendments to the New Call Option
whereby the exercise period was extended to 31 January 2015, at the same valuation.
19. Deferred tax assets and liabilities
Deferred tax assets are attributable to the following:
The balance comprises temporary
differences attributable to:
Consolidated
Depreciation
Employee benefits
Other items
Gross deferred income tax assets

Statement of
Financial Position

Income statement

2010
$ ’000

2009
$ ’000

2010
$ ’000

2009
$ ’000

427

521

(94)

(63)

1,872

1,355

517

21

609

1,131

(522)

(712)

2,908

3,007
(99)

(754)

Deferred income tax charge

Deferred tax liabilities are attributable to the following:
Investments
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1,781

476

(1,305)

(355)

1,781

476

(1,305)

(355)

20. Loans and advances
Consolidated
2010
$ ’000

2009
$ ’000

174,907

193,031

174,907

193,031

Settlement obligations

35,580

54,664

Sundry creditors and accruals

10,511

8,495

Segregated client liabilities

47,242

36,970

93,333

100,129

Current
Margin lending

21. Trade and other payables
Current

Settlement obligations are non-interest bearing and are normally settled on 3-day terms. Sundry creditors are normally settled on
60-day terms.
22. Deposits and borrowings
This note provides information about the contractual terms of the Group’s interest-bearing loans and borrowings. For more
information about the Group’s exposure to interest rate and foreign currency risk, see note 31.
Current liabilities
Finance lease liabilities
Deposits (cash account)

1

Cash advance facility 1, 2

1

Borrowings relate to Margin Lending / Cash Account business (Bell Potter Capital) which are largely at call.

2

Represents drawn funds from available cash advance facility of $150 million.

83

246

189,132

141,966

15,000

61,922

204,215

204,134

Interest rate risk exposures
Details of the Group’s exposure to interest rate changes on borrowings is set out in note 31.
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22. Deposits and borrowings  continued

Terms and debt repayment schedule
Terms and conditions of outstanding loans were as follows:
2010

2009

Nominal
interest
rate

Year of
maturity

Face value
$ ‘000

Carrying
amount
$ ‘000

Face value
$ ‘000

Carrying
amount
$ ‘000

Consolidated

Currency

Cash advance facility*

AUD

5.70%

2011

15,000

15,000

61,922

61,922

Deposits (Cash Account)*

AUD

3.31%

2011

189,132

189,132

141,966

141,966

Finance lease liabilities

AUD

7.76%

2011

83

83

246

246

204,215

204,215

204,134

204,134

Interest
2009
$ ‘000

Principal
2009
$ ‘000

*

Borrowings relate to Margin Lending / Cash Account business (Bell Potter Capital) which are largely at call.

Finance lease liabilities
Finance lease liabilities of the Group are payable as follows:
Minimum
lease
payments
2010
$ ‘000

Interest
2010
$ ‘000

Principal
2010
$ ‘000

Minimum
lease
payments
2009
$ ‘000

83

-

83

258

12

246

Between one and five years

-

-

-

-

-

-

More than five years

-

-

-

-

-

-

83

-

83

258

12

246

Consolidated
Less than one year

23. Current tax liabilities
The current tax liability for the Group is $3,158,803 (2009: $6,786,063). This amount represents the amount of income taxes payable
in respect of current and prior financial periods.
24. Provisions
Consolidated
2010
$ ‘000

2009
$ ‘000

22,983

22,983

1,213

1,500

286

209

24,482

24,692

Current
SCE provision
Legal provision
Other
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Balance at 1 January

2010
$ ‘000

2009
$ ‘000

24,692

1,363

22,983

22,983

77

588

(22,983)

-

(287)

(242)

24,482

24,692

Arising during the year:
SCE
Legal/other
Utilised:
SCE
Legal/other
Balance at 31 December

SCE provision
This provision is for the deferred consideration associated with the acquisition of SCE. Refer Note 33 for further discussion.

Legal provision
This amount represents a provision for certain legal claims brought against the Group. In the Directors’ opinion, the outcome of
these legal claims is unlikely to give rise to any significant liability beyond the amounts provided at 31 December 2010.
25. Employee benefits
Consolidated
Current

2010
$ ‘000

2009
$ ‘000

Salaries and wages accrued

18,499

22,013

2,608

2,281

21,107

24,294

Liability for long-service leave

2,621

2,277

Total employee benefits – non-current

2,621

2,277

Liability for annual leave
Total employee benefits - current

Non-current

The present value of employee entitlements not expected to be settled within twelve months of balance date have been calculated
using the following weighted averages:
Consolidated
2010

2009

Assumed rate of increase on wage / salaries

5.5%

5.5%

Discount rate

5.7%

6.5%

7

7

661

656

Settlement term (years)
Number of employees at year end
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26. Reconciliation of cash flows from operating activities
Consolidated
2010
$ ’000

2009
$ ’000

21,569

27,288

1,592

1,505

143

-

Net (gain) / loss on sale of investments

(2,464)

(6,063)

Unrealised (gain) / loss on investments

(4,960)

(3,015)

1,034

1,320

76

97

16,990

21,132

15,979

(2,249)

(Increase) / decrease other current assets

9

(38)

(Increase) / decrease deferred tax assets

99

822

(Increase) / decrease loans and advances

18,124

(3,940)

Increase / (decrease) current payables

(6,796)

(3,769)

Increase / (decrease) current deposits and borrowings

47,166

14,167

Increase / (decrease) current tax liabilities

(3,627)

2,917

Increase / (decrease) current provisions

(3,473)

10,490

1,305

355

344

337

86,120

40,224

Cash on hand

9

9

Cash at bank

22,842

19,999

Cash at bank (Margin Lending)

44,935

20,335

Cash at bank (Trust account)

20,706

13,748

5,844

6,712

32,338

64,394

126,674

125,197

Cash flows from operating activities
Profit after tax
Adjustments for:
Depreciation and amortisation
Loss on disposal of property, plant and equipment

Share of losses of equity accounted investees
Equity settled share-based payments

(Increase) / decrease current receivables

Increase / (decrease) non-current payables
Increase / (decrease) non-current provisions
Net cash from operating activities
Reconciliation of cash
For the purpose of the cash flow statement, cash and cash equivalents comprise:

Segregated fund bank balances
Short-term deposits
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27. Capital and reserves

Share capital
Consolidated
2010
$ ‘000

2009
$ ‘000

147,742

147,742

9,924

-

157,666

147,742

Ordinary shares
On issue at 1 January
Share issue
On issue at 31 December

Movements in ordinary share capital
Date

Details

Number of shares

1 January 2009

Opening balance

242,210,523

31 December 2009

Balance

242,210,523

1 January 2010

Opening balance

242,210,523

29 September 2010

Share issue (B Class Shares conversion)

10,446,681

31 December 2010

Balance

252,657,204

Ordinary Shares
On the 29 September 2010, 10,446,681 fully paid B Class shares were converted into 10,446,681 fully paid Ordinary shares
as a result of Southern Cross Equities meeting its 2010 performance benchmarks. For further information refer to note 33.
In addition to Ordinary shares there are 10,446,681 A Class and 10,446,681 C Class shares. These shares have no voting rights.
For further information refer to note 33.
The authorised capital of the Group is $157,666,156 representing 252,657,204 fully paid ordinary shares.
The Group has also issued employee share options. Details of these arrangements can be found in the Remuneration Report.
The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share
at meetings of the Company.
All ordinary shares rank equally with regard to the Company’s residual assets. For a description of the A and C Class shares,
refer to note 33.

Distributable profits reserve
The distributable profits reserve records profits that are distributable as dividends.

Cashflow hedging reserve
The cashflow hedging reserve comprises the effective portion of the cumulative net change in the fair value of the interest rate swap
related to hedged transactions.
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28. Dividends
Dividends recognised in the current year by the Group are:

Cents per
share

Total
amount
$ ‘000

Franked /
unfranked

Date of payment

2.5

6,056

Franked

23 September 2010

Interim 2009 ordinary

2.0

4,844

Franked

11 September 2009

Final 2009 ordinary

6.0

14,532

Franked

26 March 2010

2010
Interim 2010 ordinary
2009

Company
2010
$ ‘000

2009
$ ‘000

16,908

13,449

Dividend franking account
30 per cent franking credits available to shareholders of Bell Financial Group Ltd for subsequent financial years

On 22 February 2011, the Directors declared a final fully franked dividend of 4 cents per share, payable on 25 March 2011. This amount
is not accrued within the financial statements.
The above available amounts are based on the balance of the dividend franking account at year-end adjusted for:
■■

Franking credits that will arise from the payment of current tax liabilities.

■■

Franking debits that will arise from payment of dividends recognised as a liability at year-end.

■■

Franking credits that will arise from the receipt of dividends recognised as receivable at year-end.

The ability to utilise the franking credits is dependent upon there being sufficient available profits to declare dividends.
29. Earnings per share
Earnings per share at 31 December 2010 based on profit after tax and a weighted average number of shares outlined below was
8.7 cents (2009: 11.3 cents). Diluted earnings per share at 31 December 2010 was 8.7 cents (2009: 11.1 cents).

Reconciliation of earnings used in calculating EPS
Consolidated
Basic earnings per share

2010
$ ‘000

2009
$ ‘000

Profit after tax

21,569

27,288

Profit attributable to ordinary equity holders used for basic EPS

21,569

27,288

21,569

27,288

-

-

21,569

27,288

Adjustments for calculation of diluted earnings per share:
Profit attributable to ordinary equity holders used to calculate basic EPS
Effect of stock options issued
Profit attributable to ordinary equity holders used for diluted EPS
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Weighted average number of ordinary shares used as the denominator
Consolidated
2010
Number

2009
Number

247,476,788

242,210,523

-

3,482,222

Weighted average number of ordinary shares at year-end

247,476,788

245,692,745

Weighted average number of ordinary shares used to calculate diluted EPS

247,476,788

245,692,745

Weighted average number of ordinary shares used to calculate basic EPS
Adjustments for calculation of diluted earnings per share:
Effect of SCE deferred purchase consideration

Options
Options granted to directors and key management personnel have not been included in the determination of diluted EPS as the
exercise price of the options at 31 December 2010 was above the current BFG share price.
30. Share-based payments

Long Term Incentive Plan (LTIP)
The Board is responsible for administering the LTIP Rules and the terms and conditions of specific grants of options or performance
rights to participants in the LTIP. The LTIP Rules include the following provisions:
■■

The Board may determine which persons will be eligible to participate in the LTIP from time to time. Eligible persons may
be invited to apply to participate in the LTIP. The Board may in its discretion accept such applications.

■■

A person participating in the LTIP (“Executive”) may be granted options or performance rights on conditions determined by the Board.

■■

The options or performance rights will vest on, and become exercisable on or after, a date predetermined by the Board (“the
Vesting Date”), provided that the Executive remains employed as an executive of the Company as at that date. These terms may
be accelerated at the discretion of the Board under specified circumstances.

■■

An unvested option or performance right will generally lapse at the expiry of the exercise period applicable to that option or
performance right.

■■

Following the Vesting Date, the vested option or performance right may be exercised by the Executive subject to any exercise
conditions and the payment of the exercise price (if any), and the Executive will then be allocated or issued Shares on a
one‑for‑one basis.

■■

The Company has established an Employee Share Trust for the purpose of acquiring and holding shares in the Company for the
benefit of participants.

Fair value of options granted
There were no options or performance rights granted during the year to 31 December 2010. The assessed fair value at grant date
of options issued in 2007 is $319,923. The fair value was independently determined using the Black Scholes option-pricing model.
An outline of details and assumptions used in the valuation of share options granted is provided below:
Fair value of share options and assumptions
Fair value at grant date

2007
$0.0262

Share price at grant date
Exercise price at grant date
Option life (expected weighted average life)

$1.55
$3.10 1
15 Dec 2010 2

Expected volatility (weighted average volatility)

25%

Risk-free interest rate (based on government bonds)
1

6.55%

Represents exercise price at grant date.

2	Options can be exercised for a period of up to 12 months from exercise date.

.

2010 Annual Report

51

Notes to the financial Statements

continued

For the year ended 31 December 2010

30. Share-based payments  continued
The number and weighted average exercise prices of share options is as follows:

Number of
options
2010

Weighted
average
exercise
price
2009

Number of
options
2009

$2.00

18,193,959

$2.00

18,688,959

Granted during the year

-

-

-

-

Forfeited during period

-

(485,000)

-

(495,000)

$2.00

17,708,959

$2.00

18,193,959

-

-

-

-

Outstanding 1 January

Outstanding 31 December
Exercised 31 December

Weighted
average
exercise
price
2010

Expenses arising from share-based payment transactions
Consolidated
2010
$ ‘000

2009
$ ‘000

Share options granted in 2007 – equity settled

76

97

Total expense recognised as employee costs

76

97

31. Financial instruments
Exposure to credit, interest rate, currency and liquidity risks arise in the normal course of the Group’s business.

Credit risk
Management has a process in place and the exposure to credit risk is monitored on an ongoing basis. The Group requires collateral
in respect of margin loans made in the course of business within Bell Potter Capital. This collateral is generally in the form of the
underlying security the margin loan is used to invest in. A loan to value ratio (LVR) is determined for each security with regard to
market weight, index membership, liquidity, volatility, dividend yield, industry sector and advice from Bell Financial’s research
department. A risk analyst performs a review of the LVR and the recommendation is submitted to Management. Management does
not expect any counterparty to fail to meet its obligations.
Advisers and clients are provided with early warning of accounts in deficit from 5% up to 10% and clients receive a margin call if
their account is in deficit by more than 10%. Margin calls are made based on the end-of-day position but can be made intraday at
Management’s discretion.
The maximum exposure to credit risk is represented by the carrying amount of each financial asset in the balance sheet as outlined below:
Consolidated
Note

2010
$ ‘000

2009
$ ‘000

Trade debtors

13.

28,829

49,772

Segregated deposits with clearing brokers

13.

32,207

28,069

Loans and advances

20.

174,907

193,031

-

197

Derivative asset
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The ageing of trade receivables at reporting date is outlined below.
Consolidated

Gross

Impairment

Gross

Impairment

Ageing of receivables

2010
$ ‘000

2010
$ ‘000

2009
$ ‘000

2009
$ ‘000

Not past due

27,292

-

49,075

-

1,352

-

554

-

49

-

-

-

136

(19)

143

(29)

Past due 0 – 30 Days
Past due 31-120 Days
More than one year

Collectability of trade receivables is reviewed on an ongoing basis. Debts that are known to be uncollectible are written off.
A provision for impairment of trade receivables is established when there is evidence that the Company will not be able to collect
all amounts due according to the original terms. Significant financial difficulties of the debtor, probability that the debtor will enter
bankruptcy and default or delinquency in payments (for amounts greater than 30 days overdue) are considered indicators that the
trade receivable is impaired.

Liquidity risk
The following are the contractual maturities of financial liabilities, including estimated interest excluding the impact of netting agreements.

Consolidated 2010

Carrying
Amount
$ ‘000

Contracted
Cashflow
$ ‘000

6-months
or less
$ ‘000

6-12
months
$ ‘000

1-2 years
$ ‘000

2-5 years
$ ‘000

5+ years
$ ‘000

93,333

(93,333)

(93,333)

-

-

-

-

83

(83)

(83)

-

-

-

-

189,132

(189,132)

(188,660)

(472)

-

-

-

15,000

(15,000)

-

(15,000)

-

-

-

8

(8)

(8)

-

-

-

-

Non-derivative liabilities
Trade and other payables
Finance lease liabilities
Cash deposits
Cash advance facilities
Derivative liabilities
Hedging derivative

Consolidated 2009

Carrying
Amount
$ ‘000

Contracted
Cashflow
$ ‘000

6-months
or less
$ ‘000

6-12
months
$ ‘000

1-2 years
$ ‘000

2-5 years
$ ‘000

5+ years
$ ‘000

100,129

(100,129)

(100,129)

-

-

-

-

246

(258)

(86)

(172)

-

-

-

141,966

(141,966)

(141,966)

-

-

-

-

61,922

(61,922)

-

(61,922)

-

-

-

-

-

-

-

-

-

-

Non-derivative liabilities
Trade and other payables
Finance lease liabilities
Cash deposits
Cash advance facilities
Derivative liabilities
Hedging derivative

The Group manages liquidity by maintaining reserves, banking facilities and reserve borrowing facilities and by continuously
monitoring forecast and actual cash flows and matching up maturity profiles of financial assets and liabilities. Rolling cash
projections are used to monitor cash flow requirements and optimise cash returns on investments. A bank facility is also available
to be drawn upon in order to meet both short and long-term liquidity requirements.
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31. Financial instruments 
continued

Market risk
Market risk is the risk that changes in
market prices, such as interest rates,
equity prices and foreign exchange rates
will affect the Group’s income or the value
of its holdings of financial instruments.
The objective of market risk management
is to manage and control exposures
within acceptable parameters, while
optimising returns.
Interest rate risk
The Group’s investments in fixedrate debt securities and its fixed-rate
borrowings are exposed to a risk of
change in their fair value due to changes
in interest rates. The Group’s investments
in variable-rate debt securities and its
variable-rate borrowings are exposed
to a risk of change in cash flows due to
changes in interest rates. Interest rate

reference to the market or Black and
Scholes model, changes in equity prices
directly affect reported income each
period. The Group monitors equity price
movements to ensure there is no material
impact on the Group’s activities.

swaps are used to hedge exposure to
fluctuations in interest rates. Changes in
the fair value of these derivative hedging
instruments are recognised directly
in equity to the extent that the hedge
is effective. To the extent the hedge is
ineffective, changes in the fair value are
recognised in profit and loss.

The Group is exposed to equity price risks
through its listed investments. These
investments are classified as financial
assets at fair value through the profit
and loss.

In managing interest rate risk the Group
aims to reduce the impact of short-term
fluctuations on the Group’s earnings. Over
the longer-term, however, permanent
changes in interest rates will have an
impact on profit.

Foreign currency risk
The Group is exposed to insignificant
currency risk on monetary assets and
liabilities held in a currency other than
the respective functional currency of
the Group. The Group ensures the net
exposure is kept to an acceptable level
by buying or selling foreign currencies at
spot rates where necessary to address
short-term imbalances.

Investments in equity securities and
short-term receivables and payables are
not exposed to interest rate risk.
Equity price risk
All instruments are subject to the risk
that future changes in market conditions
may make an instrument less valuable.
As trading instruments are values with

Effective interest rates
In respect of income-earning financial assets and interest-bearing financial liabilities, the following tables indicate their average
effective interest rates at the reporting date and the periods in which they mature.
2010

Note

Average
Effective
interest
rate

Total
$ ‘000

6 months
or less
$ ‘000

6-12
months
$ ‘000

1-2
years
$ ‘000

2-5
years
$ ‘000

More than
5 years
$ ‘000

Cash and cash equivalents

12.

5.75%

32,338

32,338

-

-

-

-

Finance lease liabilities

22.

7.76%

(83)

(83)

-

-

-

-

Loans & advances

20.

7.64%

43,560

43,395

165

-

-

-

Deposits & borrowings

22.

5.89%

(20,281)

(19,809)

(472)

-

-

-

Cash advance facility

22.

5.70%

(15,000)

-

(15,000)

-

-

-

40,534

55,841

(15,307)

-

-

-

Consolidated
Fixed rate instruments

Variable rate instruments
Cash and cash equivalents

12.

3.95%

94,336

94,336

-

-

-

-

Loans & advances

20.

8.91%

131,347

131,347

-

-

-

-

Deposits & borrowings

22.

3.00%

(168,851)

(168,851)

-

-

-

-

56,832

56,832

-

-

-

-
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Sensitivity analysis
Interest rate risk
At 31 December 2010, it is estimated that
a general decrease of one-percentage
point in interest rates would decrease
the Group’s profit before income tax by
approximately $0.8 million (2009: $1.0
million). Interest rate swaps have been
included in this calculation. A general
increase of one-percentage point in
interest rates would have an equal but
opposite effect.
Equity price risk
At 31 December 2010, it is estimated
that a 10% decrease in equity prices
would decrease the Group’s profit before
income tax by approximately $1.6 million
(2009: $0.8 million). A 10% increase in
equity prices would have an equal but
opposite effect.

2009
Average
effective
interest rate

Total
$ ‘000

6 Months
or less
$ ‘000

6-12
months
$ ‘000

1-2
years
$ ‘000

2-5
years
$ ‘000

More than
5 years
$ ‘000

4.01%

64,394

64,394

-

-

-

-

7.76%

(246)

(78)

(168)

-

-

-

6.42%

45,364

44,902

462

-

-

-

4.61%

(9,734)

(9,734)

-

-

-

-

4.99%

(61,922)

-

(61,922)

-

-

-

37,856

99,484

(61,628)

-

-

-

3.31%

60,803

60,803

-

-

-

-

7.82%

147,667

147,667

-

-

-

-

2.63%

(132,232)

(132,232)

-

-

-

-

76,238

76,238

-

-

-

-
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31. Financial instruments  continued

Fair value measurements
Loans
Fixed loan assets on the balance sheet are stated at amortised cost for the year ended 31 December 2010. The fair value of these
loans at reporting date would be $0.1 million less (2009: $0.3 million greater) less than the carrying value based on prevailing
interest rates. All other assets and liabilities carrying values approximate fair value.
Financial assets and liabilities
As at 31 December 2010, the Group used both quoted prices and observable market inputs, other than quoted prices to fair value
certain financial assets and liabilities. The table below categorises financial assets and liabilities that are recognised and measured
at fair value and the valuation methodology used according to the following hierarchy:
a)

quoted prices in active markets – level 1

b)

valuation technique using observable inputs – level 2

c)

valuation technique using significant unobservable inputs – level 3.
Fair Value at 31 December 2010
Level 1
$ ‘000

Level 2
$ ‘000

Level 3
$ ‘000

Total
$ ‘000

Fair value through Income Statement

10,980

7,064

-

18,044

Total assets

10,980

7,064

-

18,044

2,449

-

-

2,449

-

8

-

8

2,449

8

-

2,457

Consolidated
Assets

Liabilities
Fair value through Income Statement
Derivative liabilities
Total liabilities

Fair Value at 31 December 2009
Level 1
$ ‘000

Level 2
$ ‘000

Level 3
$ ‘000

Total
$ ‘000

9,662

2,142

-

11,804

-

197

-

197

9,662

2,339

-

12,001

Fair value through Income Statement

3,776

-

-

3,776

Total liabilities

3,776

-

-

3,776

Consolidated
Assets
Fair value through Income Statement
Derivative assets
Total assets
Liabilities

There was no movement between categories in 2010 (2009: nil).
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32. Operating lease commitments

Leases as lessee
Future minimum rental payments under the non-cancellable operating leases at 31 December are as follows:
Consolidated

Less than one year
Between one and five years
More than five years

2010
$ ‘000

2009
$ ‘000

7,931

6,636

21,288

23,707

3,285

7,350

32,504

37,693

The Group has entered into commercial property leases for its office accommodation. These leases have a remaining life of up to
seven years. The Group has no other capital or lease commitments.
33. Contingent liabilities

Acquisition of Southern Cross Equities (SCE)
The Company’s 2008 and 2009 Annual Reports summarised details of the acquisition by the Company of all the issued capital of SCE
and the amendments to the terms of that acquisition.
As a result of the new agreements made in 2009, from 1 July 2009 SCE has been entitled to pay total remuneration to front office
employees of up to 50% of SCE revenue (increased from 40%). The consideration for these amendments is the reduction in the total
potential purchase price for SCE from $145.8 million to $114.8 million. The balance of the price is payable 50% in cash and 50% in
Bell Financial shares.
One quarter of the original cash consideration was paid on completion (30 September 2008). The revised agreement reduced the three
further equal cash instalments potentially payable on the anniversary of completion in 2009, 2010 and 2011 respectively from $18.2
million to $13.1 million (totalling $39.3 million). Those payments are subject to the original performance benchmarks being met.
The scrip component of the consideration was satisfied on completion by the issue of 14,580,000 Ordinary shares, 14,580,000
A Class, 14,580,000 B Class and 14,580,000 C Class shares. In 2009, the number of A Class shares was reduced from 14,580,000 to
10,446,681, the number of B Class shares reduced from 14,580,000 to 10,446,681 and the number of C Class shares reduced from
14,580,000 to 10,446,681. Those A, B and C Class shares potentially convert into Ordinary shares on the anniversary of completion in
2009, 2010 and 2011 respectively, subject to the performance benchmarks being met. If the performance benchmarks are fully met
then all A Class, B Class and C Class shares will be converted to Ordinary BFG shares on a one for one basis. If the benchmarks are
not met, the purchase price is adjusted.
SCE revenue for the financial year 1 July 2008 to 30 June 2009 did not reach the first benchmark of $37.4 million therefore no cash
instalment was payable to the SCE vendors for 2009 and the A Class shares did not convert to Ordinary shares on the anniversary of
completion in 2009. At 30 June 2010 SCE had met the performance benchmark for the full second instalment, which was paid in the
final quarter of 2010. The installment included the B Class shares being converted into Ordinary shares of the Company on
29 September 2010.
As at the date of this report the Company considers it probable that in 2011 SCE will reach the benchmark resulting in payment of
the full 2011 installment in September 2011. A provision has been raised to recognise this (refer to Note 24 on pages 46 to 47).
Should revenue exceed the benchmark in the 2011 year all, or a portion of the 2009 cash installment may still be payable and all,
or a portion of the A Class shares may be converted to Ordinary shares.

Other
No other provisions have been recorded as the Directors believe it is not probable that future sacrifices of consolidated benefits will
be required or the amounts are not capable of reliable measurement.
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34. Parent entity disclosures
As at, and throughout the financial year ending 31 December 2010 the parent company of the Group was Bell Financial Group Ltd.
Company
$ ‘000
2010

2009

Profit for the year

20,575

9,769

Total comprehensive income for the year

20,575

9,769

11,651

29,819

Non-current assets

157,936

134,014

Total assets

169,587

163,833

Current liabilities

27,376

31,533

Total liabilities

27,376

31,533

157,666

147,742

167

180

Retained earnings / (losses)

(15,622)

(15,622)

Total equity

142,211

132,300

Results of the parent entity

Financial position of parent entity at year end
Current assets

Total equity of the parent entity comprising of:
Contributed equity
Reserves

35. Related parties
The following were key management personnel of the group at any time during the reporting period:

Executive directors

Non-executive directors

Executives

■■

C Bell

■■

C Coleman

■■

L Bell

■■

A Provan

■■

G Cubbin

■■

A Bell

■■

B Potts

■■

M Spry

■■

R Fell

■■

B Wilson

■■

D Davenport

■■

P Vine

Key management personnel compensation
The key management personnel compensation comprised:
Consolidated

Short-term employee benefits
Other long-term benefits
Post-employment benefits
Termination benefits
Share-based payments
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2010
$

2009
$

5,296,914

6,045,505

-

-

302,518

412,443

-

-

22,493

29,989

5,621,925

6,487,937

Loans to key management personnel and their related parties
Details regarding loans outstanding at the reporting date to key management personnel and their related parties at any time in the
reporting period, are as follows:

Balance
1 January 2010
$

Balance
31 December 2010
$

Interest paid and
payable in the
reporting period
$

Highest balance
in period
$

785,688

284,727

59,285

1,149,674

A Provan

-

-

-

-

B Potts

-

-

-

-

1,608,308

1,738,303

129,994

1,738,303

G Cubbin

-

-

-

-

M Spry

-

-

-

-

B Wilson

-

-

-

-

L Bell

3,500

3,500

290

3,500

A Bell

500,000

517,324

37,162

1,062,836

R Fell

1,763,246

1,033,347

98,434

1,835,324

D Davenport

228,996

265,156

19,748

265,156

P Vine

119,945

162,126

12,081

162,126

Balance
1 January 2009
$

Balance
31 December 2009
$

Interest paid and
payable in the
reporting period
$

Highest balance
in period
$

632,415

785,688

41,882

785,688

A Provan

-

-

-

-

B Potts

-

-

-

-

C Coleman

-

1,608,308

24,441

1,608,308

G Cubbin

-

-

-

-

M Spry

-

-

-

-

B Wilson

-

-

-

-

L Bell

-

3,500

133

10,037

A Bell

500,000

500,000

37,417

639,642

R Fell

1,490,496

1,763,246

106,991

1,845,394

131,746

228,996

11,711

264,956

61,555

119,945

6,470

119,945

Directors
C Bell

C Coleman

Executives

Directors
C Bell

Executives

D Davenport
P Vine
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35. Related parties  continued
Loans totalling $3,987,159 (2009: $5,009,683) were made to key management personnel and their related parties during the year.
The recipients of these loans were Colin Bell, Craig Coleman, Lewis Bell, Andrew Bell, Rowan Fell, Dean Davenport and Paul Vine.
The loans represent margin loans held with Bell Potter Capital Limited. Interest is payable at prevailing market rates. Related
parties also have deposits on normal terms and conditions.
Details regarding the aggregate of loans made, guaranteed or secured by any entity in the group to key management personnel and
their related parties, and the number of individuals in each Group, are as follows:
Opening
Balance
$

Closing
Balance
$

Interest paid and
payable in the
reporting period
$

Number in
group at
31 December

Total for key management personnel 2010

5,006,183

4,000,983

356,704

11

Total for key management personnel 2009

2,816,212

5,006,183

228,912

11

Total for other related parties 2010

3,500

3,500

290

1

Total for other related parties 2009

-

3,500

133

1

Total for key management personnel and their related parties 2010

5,009,683

4,004,483

356,994

12

Total for key management personnel and their related parties 2009

2,816,212

5,009,683

229,045

12

Interest is payable at prevailing market rates on all loans to key management persons and their related entities. These rates are
available to all clients and may vary marginally depending on individual negotiations. The principal amounts are repayable per
terms agreed on an individual basis. Interest received on the loans totalled $356,994 (2009: $229,045). No amounts have been
written-down or recorded as allowances for impairment, as the balances are considered fully collectible.

Movements in shares 2010
The movement during the reporting period in the number of ordinary shares in Bell Financial Group Ltd held, directly, indirectly or
beneficially, by each Director and key management person, including their related parties, is as follows:
Held at
1 January 2010

Purchases

Received on
exercise of options

Sales

Held at
31 December 2010

32,598,276

241,309

-

-

32,839,585

32,443,020

265,309

-

-

32,708,329

B Potts 2

2,479,337

1,511,355

-

-

3,990,692

C Coleman

1,772,283

-

-

-

1,772,283

G Cubbin

180,000

-

-

-

180,000

M Spry

100,000

50,000

-

-

150,000

-

100,000

-

-

100,000

LM Bell 1

32,089,350

232,487

-

-

32,321,837

AG Bell 1

24,616,171

177,575

-

-

24,793,746

R Fell

610,000

-

-

-

610,000

D Davenport

180,651

4,298

-

-

184,949

50,300

-

-

-

50,300

Directors
C Bell 1
A Provan

1

B Wilson
Executives

P Vine

1	The number of shares held by Colin Bell, Alastair Provan, Lewis Bell and Andrew Bell includes those held indirectly through Bell Group Holdings
Pty Limited.
2
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Brent Potts owns 1,511,355 A Class shares and 1,511,355 C Class shares in the Company. The 1,511,355 shares noted under “Purchases” were
Ordinary shares issued on conversion of 1,511,355 B Class shares in September 2010.

Movements in shares 2009

Purchases

Received on
exercise of
options

Sales

Held at
31 December 2009

32,541,676

56,600

-

-

32,598,276

32,386,420

56,600

-

-

32,443,020

B Potts

2,279,337

200,000

-

-

2,479,337

C Coleman

1,772,283

-

-

-

1,772,283

G Cubbin

130,000

50,000

-

-

180,000

M Spry

100,000

-

-

-

100,000

-

-

-

-

-

LM Bell

32,032,750

56,600

-

-

32,089,350

AG Bell

24,559,571

56,600

-

-

24,616,171

R Fell

610,000

-

-

-

610,000

D Davenport

180,651

-

-

-

180,651

50,300

-

-

-

50,300

Held at
1 January 2009

C Bell
A Provan

Directors

B Wilson
Executives

P Vine

Other key management personnel transactions
Bell Financial has an option to purchase the remaining shares of Bell Direct from the current shareholders. The current
shareholders include Directors of Bell Financial.
Craig Coleman, currently a non-executive director, provided consultancy services to Bell Financial and was paid $300,000 for
those services.
There are no other transactions with key management persons or their related parties other than those that have been disclosed
in this report.
Ultimate parent
Bell Group Holdings Pty Ltd is the ultimate parent company of Bell Financial. There are no outstanding amounts owed by the
ultimate parent entity at 31 December 2010 (2009: $nil). There is no interest receivable at 31 December 2010 (2009: $nil).
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35. Related parties  continued

Subsidiaries
The table below outlines loans made by the Company to wholly owned subsidiaries.
2010
$

2009
$

-

11,186,310

3,225

2,520

50,343

50,343

13,101,969

13,620,333

1,158,774

3,724,947

152,661

1,184,439

14,466,972

29,768,892

-

-

14,466,972

29,768,892

Subsidiary
Bell Potter Securities Limited
Bell Potter Financial Planning Limited 2
Bell Potter Investments Pty Limited 2
Bell Potter Capital Limited 1
Southern Cross Equities Limited
SCSH Investments Pty Ltd

Parent
Bell Group Holdings

1	The loan from the parent entity to Bell Potter Capital Limited represents a subordinated loan that attracts interest at 4.85% per annum (2009:
6.7% per annum).
2	Loan is interest free and unsecured.

The table below outlines loans made by wholly owned subsidiaries to the Company.
Subsidiary
Bell Potter Securities

2,906,860

-

2,906,860

-

During the course of the financial year subsidiaries conducted transactions with each other and associates on terms equivalent to
those on an arm’s length basis. They are fully eliminated on consolidation. As at 31 December 2010, all outstanding amounts are
considered fully collectable.
36. Group entities
Parent entity
Bell Financial Group Ltd

Ownership interest
Country of incorporation

2010

2009

Bell Potter Securities Limited

Australia

100%

100%

Bell Potter Capital Limited

Australia

100%

100%

Southern Cross Equities Ltd

Australia

100%

100%

Australia

40%

36%

Significant subsidiaries

Associate
Third Party Platform Pty Ltd (Bell Direct)

In the financial statements of the Company investments in subsidiaries and investments in associates are accounted for at cost.
The Company has no jointly controlled entities.
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37. Guarantees
From time to time Bell Financial has provided financial guarantees in the ordinary course of business which amount to $5.7 million
(2009: $5.6 million) and are not recorded in the Statement of Financial Position as at 31 December 2010.
38. Subsequent events
In January 2011, the Company and the other Bell Direct shareholders agreed to further amendments to the New Call Option
whereby the exercise period was extended to 31 January 2015.
Apart from that disclosed above there were no significant events from 31 December 2010 to the date of this report.
39. Auditors’ remuneration
Consolidated
2010
$

2009
$

Audit and review of financial reports

386,000

366,000

Total remuneration for audit services

386,000

366,000

 Other regulatory audit services

97,911

86,000

Total remuneration for audit related services

97,911

86,000

1,400

25,363

 Taxation services

32,500

32,500

 Other advisory services

35,435

102,140

Total remuneration for non-audit services

69,335

160,003

553,246

612,003

Audit services
Auditors of the Company
KPMG Australia:

Audit related services
Auditors of the Company
KPMG Australia:

Non-audit services
Auditors of the Company
KPMG Australia:
 Other advisory services
Other auditors
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Directors’ declaration
1. In the opinion of the Directors of Bell Financial Group Ltd (‘the Company’):
a)

b)

the consolidated financial statements and notes that are set out on pages 26 to 63 and the Remuneration report on pages 18 to
23 in the Directors’ report, are in accordance with the Corporations Act 2001, including:
i)

giving a true and fair view of the Group’s financial position as at 31 December 2010 and of its performance for the financial
year ended on that date; and

ii)

complying with Australian Accounting Standards (including the Australian Accounting Interpretations) and the Corporations
Regulations 2001;

there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due
and payable.

2. The Directors have been given the declarations required by section 295A of the Corporations Act 2001 from the Managing
Director and Chief Financial Officer for the financial year ended 31 December 2010.
3. The Directors draw attention to note 1(a) of the consolidated financial statements which includes a statement of compliance with
International Financial Reporting Standards.
Signed in accordance with a resolution of the Directors:
Dated at Sydney this 22nd day of February 2011.

Colin Bell
Executive Chairman
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Independent auditor’s report
to the members of Bell Financial Group Limited

Report on the financial report
We have audited the accompanying financial report of Bell Financial Group Limited (the company), which comprises the
consolidated statement of financial position as at 31 December 2010, and consolidated income statement and consolidated
statement of comprehensive income, consolidated statement of changes in equity and consolidated statement of cash flows for the
year ended on that date, notes 1 to 39 comprising a summary of significant accounting policies and other explanatory information
and the directors’ declaration of the Group comprising the company and the entities it controlled at the year’s end or from time to
time during the financial year.

Directors’ responsibility for the financial report
The directors of the company are responsible for the preparation of the financial report that gives a true and fair view in accordance
with Australian Accounting Standards and the Corporations Act 2001 and for such internal controls as the directors determine
is necessary to enable the preparation of the financial report that is free from material misstatement whether due to fraud or
error. In note 1(a), the directors also state, in accordance with Australian Accounting Standard AASB 101 Presentation of Financial
Statements, that the financial statements of the Group comply with International Financial Reporting Standards.

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. These Auditing Standards require that we comply with relevant ethical requirements relating to
audit engagements and plan and perform the audit to obtain reasonable assurance whether the financial report is free from
material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial report.
The procedures selected depend on the auditor’s judgement, including the assessment of the risks of material misstatement of the
financial report, whether due to fraud or error. In making those risk assessments, the auditor considers internal controls relevant to
the entity’s preparation of the financial report that gives a true and fair view in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal controls. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of the financial report.
We performed the procedures to assess whether in all material respects the financial report presents fairly, in accordance with the
Corporations Act 2001 and Australian Accounting Standards, a true and fair view which is consistent with our understanding of the
Group’s financial position and of its performance.
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 complied with the independence requirements of the Corporations Act 2001.

Auditor’s opinion
In our opinion:
a)

b)

the financial report of the Group is in accordance with the Corporations Act 2001, including:
i)

giving a true and fair view of the Group’s financial position as at 31 December 2010 and of its performance for the year
ended on that date; and

ii)

complying with Australian Accounting Standards and the Corporations Regulations 2001.

the financial report also complies with International Financial Reporting Standards as disclosed in note 1(a).
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Independent auditor’s report

continued

to the members of Bell Financial Group Limited

Report on the remuneration report
We have audited the Remuneration Report included in pages 18 to 23 of the directors’ report for the year ended 31 December 2010.
The directors of the company are responsible for the preparation and presentation of the remuneration report in accordance with
Section 300A of the Corporations Act 2001. Our responsibility is to express an opinion on the remuneration report, based on our
audit conducted in accordance with auditing standards.
Auditor’s opinion
In our opinion, the remuneration report of Bell Financial Group Limited for the year ended 31 December 2010, complies with Section
300A of the Corporations Act 2001.

KPMG

Don Pasquariello
Partner
Melbourne
22 February 2011
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ASX Additional information
Additional information required by the ASX Limited Listing Rules and not disclosed elsewhere in this report is set out below.
Shareholder information was applicable at 18 February 2011.
Voting rights

Ordinary shares
Refer to note 27 in the financial statements.

Options
There are no voting rights attached to the options.
Distribution of equity security holders
number of equity security holders
Category

Number of holders

Number of shares

% of total shares issued

294

192,959

0.08

1,040

3,556,390

1.41

5,001 - 10,000

487

4,201,704

1.66

10,001 - 100,000

634

20,012,027

7.92

100,001 and over

108

224,694,124

88.93

2,563

252,657,204

100

1 - 1,000
1,001 - 5,000

The number of shareholders holding less than a marketable parcel of ordinary shares is 30.
Securities Exchange
The Company is listed on the Australian Securities Exchange. The home exchange is Melbourne.

Other information
Bell Financial Group Ltd, incorporated and domiciled in Australia, is a publicly listed company limited by shares.

On-market buy-back
There is no current on-market buy-back.
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ASX Additional information

continued

Twenty largest shareholders
Number of ordinary
shares held

% of capital held

117,967,345

46.69

42,232,044

16.72

RBC Dexia Investor Services Australia Nominees Pty Limited

8,129,736

3.22

Equitas Nominees Pty Limited

6,000,000

2.37

Lost Ark Nominees Pty Limited

3,601,371

1.43

Cherryburn Pty Limited

2,600,000

1.03

Cypress Point Investments Pty Limited

2,400,000

0.95

Mr Lionel Alexander McFadyen

2,294,101

0.91

Fatty Holdings Pty Ltd

1,733,019

0.69

J P Morgan Nominees Australia Limited

1,359,767

0.54

Teragoal Pty Ltd

1,300,000

0.51

Leagou Fund Management Pty Ltd

1,200,000

0.47

Merivale Investments Pty Ltd

1,100,000

0.44

Rubi Holdings Pty Ltd

1,100,000

0.44

Moat Investments Pty Ltd

1,049,985

0.42

Zelman Pty Ltd

1,017,662

0.40

Spantech Consultancy Pty Ltd

1,000,000

0.40

Lost Ark Nominees Pty Limited

875,187

0.35

Colin Bell Pty Ltd

859,562

0.34

Bell Potter Nominees Pty Ltd

851,600

0.34

Number of shares

% of issued capital

Bell Group Holdings Pty Limited (BGH)

117,967,345

46.69

Colin Bell

119,542,068

47.31 1,4

Alastair Provan

119,410,812

47.26 2,4

Lewis Bell

118,974,320

47.09 3,4

42,232,044

16.72

Name
Bell Group Holdings Pty Limited
UBS Nominees Pty Ltd

Substantial shareholdings

UBS AG, Australia Branch
1

Registered holder of 1,574,723 shares.

2

Registered holder of 1,443,467 shares.

3

Registered holder of 1,006,975 shares.

4

BGH is the registered holder of 117,967,345 shares. Colin Bell, Alastair Provan and Lewis Bell are deemed to have BGH’s relevant interests
in these shares because each has voting power in BGH above 20% (pursuant to section 608(3) of the Corporations Act 2001 (Cth)).

Voluntary restrictions
Details of the shares that are currently held in voluntary escrow are as follows: none.
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