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This financial report covers Druids Friendly Society Limited (Druids) as an individual
entity. During the period Druids Friendly Society Limited changed its name from The

United Ancient Order of Druids Friendly Society Limited.

Druids is registered under the Corporations Act 2001 as a public company limited by both
shares and guarantee. Druids have issued no shares and it remains a mutual society.

Druids’ registered office and principal place of business is:
Druids House
503 -505 Queensberry Street
North Melbourne Victoria 3051

A description of the nature of Druids’ operations and its principal activities appears in the
Directors’ report.




Druids Friendly Society Limited
Directors” Report

The Directors present their report on the entity for the year ended 30 June 2007.

Directors

The following persons were directors of Druids Friendly Society Limited during the
financial year and up to the date of this report:

J E Patterson, K R Butler, R A Collis, K J Robinson, I G Schrader and ] J Sidon.

D J Smith was appointed Director of Druids on 1 July 2007 and continues in office up to
the date of this report.

C H Butler was a Director from the beginning of the financial year until his retirement on
30 June 2007.

Principal registered office: Druids House
503 - 505 Queensberry Street
North Melbourne Victoria 3051.

Secretary: K J Robinson

Notice of Annual Meeting: The annual general meeting will be held at
Masonic Centre Strathalbyn Street Kew on
Thursday 22 November 2007 commencing at
3.30pm. A formal notice will be posted to all
members.

Auditor: R A Dean
Partner
PKF Chartered Accountants
Level 14 140 William Street
Melbourne Vic 3000

Appointed Actuary: Dr A L Truslove
Level 31 570 Bourke Street
Melbourne Vic 3000
Lawyers: Cornwall Stodart & Co
114 William Street
Melbourne Victoria 3000.

Bankers: Westpac Banking Corporation

Website address: www.druids.com.au




Druids Friendly Society Limited
Directors’ Report (continued)

Information on Directors

John E Patterson LL.B (Hons) B.Comm
Chairman - non executive. Age 53

Experience and expertise

Independent non-executive Director for five years and Chairman

Deputy Chairman for two years

Corporate lawyer with extensive experience in finance and corporate law
Former partner of a law firm and legal counsel for a finance company

Other Current directorships
Druids Friendly Society Retirement Community Limited

Former directorships in the last 3 years
Focus Capital Group Limited

Special Responsibilities

Chairman of the Board

Member of the Audit and Risk Management Committee
Member of the Nominations and Selection Committee

Keith R Butler B.Ed. (5.A.C.) Grad. Dip. Graph Comm. Ed Grad. Dip Ed. & Training
(Tech). Age 51

Experience and expertise

Independent non executive director for 18 years

Deputy Chairman since 17 June 2007

Assistant Principal - secondary colleges, extensive experience in administration, public
relations, OH&S and teaching.

Other Current directorships
Druids Friendly Society Retirement Community Limited.

Former directorships in the last 3 years
Nil

Special Responsibilities
Deputy Chairman of the Board
Chairman of the Development Committee




Druids Friendly Society Limited
Directors” Report (continued)

Information on directors (continued)

Clive H Butler F1H.LA. Age 77
Retired as a Director 30 June 2007

Experience and expertise
Non executive director for 15 years, 14 years as Grand Secretary
Retired person

Other Current directorships
Druids Friendly Society Retirement Community Limited

Former directorships in the last 3 years
Nil
Special Responsibilities

Member of the Development Committee

Ronald A Collis B.A. (Melb), F.ALC.D., M.A.CS. Age 73

Experience and expertise
Non executive director for 30 Years; past Chairman
Consultant & private investigator

Other Current directorships
Druids Friendly Society Retirement Community Limited

Former directorships in the last 3 years
Nil

Special Responsibilities
Member of the Audit and Risk Management Committee
Member of the Development Committee




Druids Friendly Society Limited
Directors’ Report (continued)

Information on Directors (continued)
Kerry J Robinson F.ALCD,, FI1HIA. Age53.

Experience and expertise
Managing Director 7 years, Executive director for 15 years; former manager of a retirement
village; experience with health insurance and benefit funds for 31 years.

Other Current directorships

Australian Regional Health Group Limited (Deputy Chairman)
Community Pharmacy Friendly Society

Druids Friendly Society Retirement Community Limited
Independent Mutual Group Pty Ltd

Former directorships in the last 3 years
Nil

Special Responsibilities
Company Secretary
Public Officer

Ian G Schrader Age 65

Experience and expertise

Non-executive director 28 years, former Chairman
Director of other public companies

Retired printer and former owner of a printing company

Other Current directorships

Druids Friendly Society Retirement Community Limited
UFS Dispensary Friendly Society Limited

Bentleigh UFS Pharmacy Limited

Former directorships in the last 3 years
Nil

Special Responsibilities
Chairman of the Nominations and Selection Committee




Druids Friendly Society Limited
Directors’ Report (continued)

James J Sidon F.C.A FITA. Age 63

Experience and expertise

Non executive director 1 year

Chartered Accountant, Registered tax agent
Audit partner of Smith Peacock & Henshaw

Other Current directorships
Druids Friendly Society Retirement Community Limited

Former directorships in the last 3 years
Nil

Special Responsibilities
Chairman of the Audit and Risk Management Committee

Damien ] Smith LL.B., B.Com., FAICD CAHRI, AFAIM, FCIS Age 55

Experience and expertise
Appointed 1 July 2007
Lawyer and Company Director

Other Current directorships

Community Pharmacy Friendly Society (Chairman)

Druids Friendly Society Retirement Community Limited

Essential Retail Management Pty Ltd

Ego Pharmaceuticals Pty Ltd

Managing Director of Enterprise Care Not for Profit Services Pty Ltd
Principal of Damien ] Smith Lawyers & Consultants

Former directorships in the last 3 years
Nil

Special Responsibilities
Member of the Nominations and Selection Committee




Druids Friendly Society Limited
Directors’ Report (continued)

Principal Activities

The principal activities of Druids Friendly Society Limited (Druids) are to provide benefits
for members and their dependants including, but not limited to, health insurance, life
investment, savings and funeral products.

Druids philosophy is one of providing care for its members. The range of benefits Druids
provides is based around that philosophy. There are no significant changes in the nature
of these activities planned for the ensuing year.

Review of Operations

Operating Result

The operating result for the year ended 30 June 2007 was an operating deficit after tax of
$303 (2006 surplus $200,810). The disappointing result was due to losses incurred in the
health fund. Due to the growth in the health fund substantial increases in the provisions
contributed greatly to the losses. Contributing to the losses was the higher than expected

claims growth in the fund, despite an average increase in contributions of 8.30% across the
Fund.

The management fund result was pleasing as Druids continued to contain costs, grow its
assets and build its reserves through managed operations and increased results from its
investments.

Assets

The Directors have taken all reasonable steps to ensure that the values of all assets are
listed at a value that they would realise in the normal course of business.

Druids House was independently valued under sworn valuation on 29t May 2007. The
Directors adopted the report and consider that no material changes have occurred since
the date of the valuation.

Benefits

Druids” members continue to receive high levels of benefits and value for money from the
Benefit Funds.

Druids increased its health fund contributions in April 2007, due to the increasing cost of
health benefits. The increase in contribution rates was a calculated weighted average of
8.30% with the increases of individual tables ranging from 4.02% - 19.94%, which was - for
the first time in many years above the industry average.




Druids Friendly Society Limited
Directors’ Report (continued)

Benefits (continued)

When lodging the application for the increase in the health contributions the Board took
into account the advice and valuations from Druids’ appointed actuary. The projections
for the 12 months to 31 March 2007 were for a small loss with reserves remaining at more
than an adequate level at 31 March 2008. Claims experience has continued to grow with
the increase in membership over the past year. Your Board continues to monitor the
performance of the health fund and its growth closely.

Druids” membership has grown by 18.49% since July 2006; this trend is expected to
continue through the latter half of 2007 and into 2008. The results are more pleasing when
it is realised that a major contributing source of referral over the past 18 months has been
our satisfied members. The Board appreciates and thank the members for their support.

The total amount of health benefits paid on behalf of members to 30 June 2007 was
$13,265,301, an increase of 17.94% from 2006 (2006 $11,246,737); these increases are caused
by both increased costs of health providers’ fees and an increased number of claims.

Since 2002 Druids total benefit payouts have increased from $7.336 million, which is an
increase in benefits of 80.82%.

The trading result of the health fund to 30 June 2007 was a deficit of $354,566 (2006: deficit
$895,314). The deficit was due mainly to the increase in claims this year and additional
provisions required. Although the claims experience up to 30 June 2007 was higher than
anticipated, the increase in contributions in April is expected to help rectify the position
and maintain a well-balanced budget for the Fund.

The directors are happy with the membership growth in the fund and they consider the
existing reserves adequate.

Bonus Results

Bonuses for the benefit fund are again at very good levels.
The Directors have resolved that the following bonus rates be paid:

Funeral Fund No. 1: 5.05%
Funeral Fund No. 2: 5.35%
Flexible Fund 1: 2.00%
Flexible Fund 2: 2.50%

Endowment and Whole of Life Assurance Fund; 5.77%




Druids Friendly Society Limited
Directors” Report (continued)

Significant Changes in the State of Affairs

There have been no significant changes in the operations of Druids during the financial
year.

Matters Subsequent to the End of the Financial Year

At the date of this report there is no matter or circumstance which has arisen since 30 June
2007 that has significantly affected or may significantly affect the operations of Druids
subsequent to the 30 June 2007.

Future Developments

Transfer of Engagements

Druids continue to provide management services to Druids Western Australia. As has
been indicated previously it is anticipated that the Western Australia Society will be
incorporated within the Druids entity and the final transfer of engagements, which
requires APRA approval, will be completed as soon as possible.

Other Developments

Druids intend to extend its members services over the next 6 -12 months. The methods of
claim settlements will be expanded to make use of the best of modern technology.

On-line services for members are continuously being improved, online claim lodgement
and claim tracking will soon be available as will e-mail messaging to confirm benefit
payments.

Profitability

The directors are of the opinion that Druids will continue to trade profitably.

The directors are currently reviewing the strategies and business plans. In the opinion of
the directors it would prejudice Druids’ interests if any further information on future

developments in the operations were included in this report.

Environmental Regulation

The operations of Druids are not subject to any particular or significant environmental
regulations under a Commonwealth, State or Territory law.




