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Preliminary financial statements for Westpac New Zealand Limited

As Westpac progresses towards incorporating key components of its
New Zealand operations, it has been required to make available certain
financial statements relating to the newly incorporated entity.

These accounts are attached to this release and are also available on
Westpac New Zealand’s website www.westpac.co.nz in the About
Us/Investor News section.

Westpac New Zealand Limited (WZNL) is the company that will become
the retail bank in New Zealand. However, while WNZL was
incorporated earlier this year, the entity itself has little substance as
the assets and liabilities that will ultimately form WNZL have vet to be
transferred from Westpac Banking Corporation’s New Zealand branch.

The transition of assets and liabilities (vesting) has been facilitated via
an Act of Parliament with the Proposal Approval Order gazetted on 5
October 2006. Vesting is scheduled to occur on 1 November 2006.

As a result, the current WNZL accounts provide little in the way of
meaningful information and provide no guide as to the expected
future financial position of WNZL. To improve the usefulness of these
accounts, Westpac has prepared a pro-forma balance sheet that
outlines the position of WNZL as at 31 August 2006 as if the relevant
assets and labilities had transferred from the branch.

These accounts provide an indication of the assets that will ultimately
support customer deposits and are not comparable to any financial
statements previously prepared by Westpac on any part of its New
Zealand operations.

A more detailed General Disclosure Statement (GDS) for WNZL will be
available on 1 November 2006.
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General information

The financial statermnents contained in this document are provided in addition to Westpac New Zealand Limited's {"Westpac N2') statutary reporting
ofdigations.

Westpac Banking Corporation is rearganising its banking operations in New Zealand — details are set out in the bocal incorparation section below.

This document is prepared to provide customers and investors with information on the financial position of Westpag NZ prior to its Generad
Disciosure Statement, required pursuant to the Reserve Bank of New Zealand Act, being available from 1 November 2006.

The financial staternents are provided in respect of the period 14 February 2006 to 31 August 20086,
In these financial statements:

‘Bank’ means Westpac New Zealand Limited;

‘Banking Group means the Bank and its subsidiaries;

‘Hitirnate Farent Bank’ means Westpac Banking Corpaoration;

‘Ultimate Parent Bank Group’ means the Uhimate Parent Bank and Hs subsidiaries.

Local incorporation

Throughout its history, the Ultimate Parent Bank has conducted its New Zealand operations througih: a branch (NZ Branch’t, The Reserve Bank’s
policy is that all systemically important banks must incorporate as a2 1ocal entity rather than operate through a branch structure, The NZ Branch is
a systemicalhy important bank and must therefore incorporate focadly,

The Reserve Bank allows an overseas bank 1o operate in New Zealand as both a branch of its overseas parent and through a subsidiary. The
Uitimate Parent Bank has determined that this type of ‘dual registration’ is the most effective option for it to comply with Reserve Bank policy,
while minimising disruption to the NZ Branch's investors and cusiomers.

Actordingly, the Uhimate Parent Bank has established the Bank 1o assume and carry on the Mew Zealand consumer and business banking
aperations of the N2 Branch., The Bank has applied for registration as a registered bank under the Reserve Bank of New Zealand Act 19858, The NZ
Branch will continue to operate in New Zealand, retaining the Ultimate Parent Bank's New Zealand wholesale banking and financial markeis
business,

The reorganisation of the Uitimate Parent Bank's business will be facilitated by legislation, whickh is the onby means by which the UBRimate Parent
Bank's New Zeatand consumer and business banking operations can be vested in the Bank efficiently, econormically and without affecting the
continuity of the provision of those banking services. The Westpac New Zealand Act 2006 (the Act’) came into effect on 14 September 2006
{other than sections 23 and 24, which repeal or amend ceriain enacirnents). The Act provides, by way of an Order in Council, for the vesting in the
Bark of designated assets and Habilities of the Ultimate Parent Bank, and the tirme of such vesting.

It is anticipated that the Bank will commence business as a vegistered bank on | November 2006, subject to:

Ll an Crder in Councit baing made to give effect 1o a proposal providing for the vesting of assets and Babilities in the Bank on | November
2006 {Proposal Approval Qrder™); and

Ll the Bank's application for registration as a vegistered bank heing successful.

The assets and Habilities 1o vest in the Bank under the Proposal Approval Order described above are expected to include all deposits and other
liabilities, loans, securities, interests in fand and other assets in refation to business banking (being Bnancial services provided by the M7 Branch o
smiall, medium and corporate business custorners, agricultural businesses, and property invesiment and development customers), conswimer
banking heing the financial services provided by the NZ Branch in relation to consumers) and corporate support {(being the corporate services
performed by NZ Branch for the business units providing business hanking and consurmer services),

The Act provides that the relationship betveen the NZ Branch and a custormer in relation io the assets and Habilitles that are to bre vested will
become the same relationship between the Bank and that custorner. The primary change will be that customers will have a relationsiup with a
different legal entity tbeing a separately registered jocally incorporated bank). The Bank will remain a member of the Ultimate Farent Bank Group.

Note 22 Proforma vested assets and Habilities on page 34 of these financial statements contains z proforma balance sheet showing how the Bank's
asset and liability profile could look if vesting had occurred, in the manner described above, as at 31 August 2006,

Directors’ declaration

In the Director’s opinion:
I the financial statements and NOLES 5et oL on pages 2 10 37 give a true and falr view of Westpac NZ 's financial position as at 31 August 2006,

i proper accounting records have been kept which enable, with reasonable accuracy, the determination of the financial position and financiat
performance of the Company and facilitate comphiance of the finandial statements set out on pages 3 1o 37 with the Financial Reporting Act
1993; and

it there are reasonable grounds 1o belleve that Westpac NZ will be able io pay its debts as and when they become due and payable.
This declaration is made in accordance with a resolution of the Directors.

Signed by two of the Directors:

o~

A :
/@_w W\/ FRinas \.jh»-z _

David Raymond Margan Ann Carokine Sherry

Dated 3 Octoher 2006



[ncome statements for the period 14 February to 31 August 2006

The fanking Group
Peripd Ended
31 August 2006

Nite P'o0h
interast income £00
interast expense i3
Net interest ncome 324
Narrinferest income:

Wealth management revenue “
Trading income -
Cain on ineffective hedges B
Cither non-interest Mcome “
Total non-interést income B
Met operating income
dperating expenses o
impairment lesses on joans N
Net profit hefore income tax expense 252
iNCOoMme tax expense 4 {109
Met profit after income tax expense 143
Net profit afeer income rax expense attributable to intragroup minority interests in
subsidiary companies “
#at profit after income 1ax expense atiributable 1o equity holders of the
Banking Group 143

The accompanying notes numbered § to 22) form part of, and should be read in conjunction with, these financial statements,



Statements of changes in equity for the period 14 February to 31 August 2006

Batance at {he beginnlng of the pericd
Het profis after income tax expense
Share capltal issued

Cash flow hedge reserve

Balance ar the end of the period

The Banking Croup The Bank
Cash Flow Hedge
Share Capial Rewained Frofits Reserve
3OO0 600 1000
- 143
1,766,001
b, 708,00 i43

The atcompanying notes (pumbered

I 1o 22} form part of, and should be read in conjunction with, these financial statements.



Balance sheets as at 31 August 2006

The Banklng Group
31 Apgust 2006
Moke 1600

Assels

ash -
Duie from other financial institutions -
Derivative financial instriments

Other financial assets at fair value .
Other trading assels .
icans -
Due from relaked entities & 2,400,481
investmenis in refated enyities & .
Geodwill and other intangible assets -
Property, plant and eguipment .
income tax receivabie -
Deferred fax assets -
Other assels B
Toral assers 2,400,497
Lass:

Liahilities

Dule to other Bnancial institutions -
Deposits at fair valae

Deposits at amortised cosk -
Derivative financial instriments .
Other trading Habitities 16}
Current tax liabilites 113
Deferred tax lkiabilties B
Provisions -
Other Habilities rird
Total iabilities excluding due 1o related entities 347
Perperual subordinated notes & 760,000

Other ameunts due to related antities & -
Tolal liabltities 700,347
Net 8358ty 1,700,144
Representad by:

Equiry

Ordinary share Lapital v 1,700,001
fetained profits £43
Lash fiow hedge reserve -
Total equity 1,700,144

The accompanying notes numbered § to 22) form part of, and should be read in conjunction with, these financial statements,



Statements of cash flows for the period 14 February to 31 August 2006

The Banking Group
Perlod Ended

3 August 2006
$000

Cash flows from operating activities

erest income received "
terest paid B
Other non-interest income received .
Set arguisition of other trading liabilities

Met (acouisitiont/disposal of derpvative finandial instruments “
Nen-interest expenses paid N
come tax paid N
Net cash flows from operating activities

Cash flows from investing activities

Set decrease in due from other financial institutions - term B
Met arguisition of other financial assets at fair value “

Set foans advanced to customers -
Met (increase)/decrease in due from related entities (2,400,000
tlet (increase)/decrease in other assets .
Purchase of property, plant and equipment B
Puschase of capitalised compuater software “
Proceeds from disposal of preperty, plant and eqeipment

Procesds from disposal of investments in refated entities -
Het cash used in investing activities {2,4040,800)
Cash flows from financing activities

tssue of ordinary share capital 700,008
slet increase/(decrease) in due to other financial institutions - term .
Net mcrease in deposits -
Set proceeds from perpetual subordinated notes 700,000
Met increase/(decrease) in due to velated entities .
set increase/{decrease) in other liabilities “
Het cash provided by financing activities 2,400,001

The accompanying notes (numbered | 1o 22} form part of, and should be read in conjunction with, these financial statements.



Statements of cash flows for the period 14 February to 31 August 2006 (continued)

The Banking Group The &ank
partud Ended

3T August 2006
1000

Met orease/fdecrease) in cash and cash eguivalents
Cash and cash equlvalents at heginning of the perlad
Cash and cash equivalents at end of the pertod

Cash and cash equivalents Comprize

Cash

Dule from other Bnancial instititions - at call

Due to other Bnandial institutions - at calf -
Cash and cash equivalents at end of the period

Reconcillation of net proflt after income 1ax expense to net cash flows from operating activities

Met proflt afeer income tax expense attributable to equity holders of Banking Group 143
Addiustrnents:
Arportisation of intangitde assets
Impalraent [asses on loahs
Depreciation/amaortisation -
Mowventent |n acirued assels {498}
tovemant in accrued Habllities 238 ;
fovement in Incone tax provisions 185
Net cash Hows from sperating activitles .

The accompanying notes numbered § to 22) form part of, and should be read in conjunction with, these financial statements,



Notes to the financial statements

Note 1 Statement of accounting policies
Ceneral accounting policies

Statutory base

These financial statements are prepared and presented in accordance with the Financial Reporting Act 1993 (New Zealand, applicable New
Zealand equivalents to International Financial Reporting Standards N2 IFRS" and other authoritative pronouncemants of the Accounting Standards
Review Board, as appropriate for profit-oriented entities. Thess financial statements are the first financial statements 1o be prepared by the
Banking Group and the Bank since incorporation of the Bank on 4 February 2004,

As at the date of these financial statements, the Bank is not a registered bank under the Reserve Bank of New Zealand Act 1989,

For the purposes of these finandal statements, the Bank's balance date is 31 August 2006 and the fnancial statements are prepared in respect of
the period |4 February 2006 to 31 August 2006,

Compliance with NZ IFRS ensures that the financial report, comprising the financial staternents and accompanying notes of the Banking Group and
the Bani, complies with international Finandial Reporting Standards,

These financial statements were authorised for issue by the Board of Directors of the Bank {'Board’} on 3rd Ociober 2006,

Local incorporation

The Westpac New Zealand Art 2006 (the Act) came into effect on 14 September 2006 fexcept for sections 23 and 24, which repeal or amend
certain enactmentsh The Act provides for the vesting of designated assets and Habifities of Banking Corporation's New Zealand Branch in the Bank
and the time of such vesting.

It is anticipated that the Bank will commence business as a registered bank on | Movember 2006, subject tor

u an Crder in Councit being made to give effect to a proposal providing for the vesting of assats and liabilities in the Bank on ¥ November 2006
{Froposal Approval Order);

L] the Bank's apphication for registration as a registered bank being successful,
In these financial statemnents reference is made to:
u Westpac New Zealand Limited {otherwise referred to as the ‘Bank’).

Ll Westpac New Zealand bLimited and its subsidiaries (otherwise referved to as the 'Banking Group’). As at the date of these Finandal statements
the Bank has two subsidiaries:

] Westpar NZ Operations Limited - Holding company
L] Wesipar Securities N2 Limited - Funding company
It i anticipated that from or about the time of registration as a bank, the Banking Group will also inciude the following subsidiary entities:
Ll The Horme Morigage Company Limited - Residential mortgage Company
Ll The Warehouse Finandial Services Limited - Finandial services company
Ll Westpac [MZ} nvestments Limited - Property owning and capital funding company

The following accounting policies are those that the Banking Croup currently applies or intends to apply following vesting.
The accounting policies are described as if they are alf in place at the date of these financial statements,

Basis of preparation

The financial statements are based on the general principles of historical cost accounting, as modified by the fair value financial assets and
liabsitities held for trading and all derivative contracts, The going concern concept and the acorual basis of acrounting have heen adopted. Al
amounts are expressed in Mew Zealand currency unbess otherwise stated.

Principtes of consolidation

The consolidated finandial statements incorporate the assets and liabilities of aif subsidiaries controfied by the Bank and the results of all
subsidiaries. The effects of all transactions batween entities in the Banking Group are efiminated. Controf exists when the parent entity has the
power, directly or indirectiy, 1o govern the financial and operating policies of an entity 50 as to obtain benefits from s activities. i assessing
control, potential voting rights that are presently exercisable or convertible are taken into account.

Subsidiaries are fully consolidated from the date on which control commences and they are de-consolidated from the date that controf Ceases.
The purchase method of acfounting s used to account for the acguisition of subsidiaries by the Banking Croup.

The interest of minority sharsholders is stated at minority's proportion of the net profit and net assets of a subsidiary attributable to equity
interests that are not owned, directly or indirectly by the Bank. Any tosses applicable to the minority interest in excess of the minority interest are
allocated against the interests of the Bank,

Foreign currency

Foreigrn currency assets angd liabiities have been translated into New Zealand doilars at the rate of foreign exchange rufing as at balance date.
Transactions denominated in a foreign curvency are converted 1o New Zealand dollars at the exchange rates in effect at the date of the transaction.

Foretgn exchange differences relating to monetary items and gains and losses arising from foreign exchange dealings by the Banking Group have
been included in the income staterment in net profit,



Note 1 Statement of accounting policies (continued)

Particular accounting policies

Revenue recognition

inferest income

tnterest income for afl instruments measured at amortised cost s recognised in the incomme statemernt using the effective interest method.

The effective interest method is & method of calculating the amortised cost of a financial asset or a finandial #ability and of aliorating the interest
incorme or interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash payments
o receipts through the expected life of the financial instrument, or where appropriate, a shorter period, to the net carrying amournt of the financial
asset or fiability. When caiculating the effective interest rate, cash flows are estimated based upon contractual teyms and behavioural aspects of
the financial instrument {e.g. prepavment options but do not consider future credit Josses. The calculation includes al fees paid or received
between parties to the fontract that are an integral part of the effective interest rate, transaction costs and all othey premiums or discounts,
Imterest relating 1o impaired foans is recognised using the loans' original effective interest rate, This rate is also used to discount the future cash
fiows for the purpose of measuring the impairment loss.

Fee and commission income

Fees and commissions are generathy recognised on an accrual basis over the period during which the sevvice is performed. Al fees related to the
successful origination or settiement of a foan (together with the refated divect costs) are deferred and are recogrised as an adiustmeant 1o the
effective interest rate on the loan. Asset managerment fees relating to investment funds are recognised over the period the service is provided.

Yrading income

Trading ncome includes realized and unrealised gains and losses from trading assets and trading liabilities (inciuding all devivatives except those
that are designated as effective hedging instruments} and financial assets and financial Habifities desighated at inception at fair value through
profit or loss,

Gain or loss on sale of property, plant and equipment

The gain or loss arising on the disposal or retirement of an asset is determined as the difference between the sale proceeds and the carrying
arount of the asset and is recognised as non-interest incorme.

Fxpense recognition

lritarest expense
nterest expense, including premiums or discounts and associated issue expanses incurred on the issue of securities is recoghised in the income
statement for all financial liabilities at amortised cost using the effective interest method.

Leasing

Operating lease payments are recognised in the income statement as an expanse on a straight-line basis over the lease term unless another
systematic basis is more representative of the time pattern of the benefit received. incentives received on entering into operating leases are
recognised as liabilities and are amortised as a reduction of rental expense over the lease term, on a straight-line basis.

Commissions and other fees

External commissions and other costs paid 1o acguire mortgage toans through brokers are capitalised and amortised using the effective interest
method, All other fees and commissions are recognised in the income statement aver the period which the related service is consumed.

Share-based compensation - options and performance share rights

Certain employees hold options and performance share rights granted by Westpac Banking Corporation {the Ultimate Farent Bank).

The fair value of options and performance share vights provided to employees as share-based compensation is recognised as an sxpense with a
corresponding payable 1o the Ultimate Parent Bank recognised. The fair value is measured at grant date and s recognised over the expected
vesting period during which the emplovees would become emtitled to exerdise the option or performance share right.

The fair vatue of options and performance share rights is estimated at grant date using 3 Binomial/Monte Carlo simulation pricing mode!
incarporating the vesting and performance hurdie features of the grants. The fair value of the options and performance share rights exciudes the
impact of any non-market vesting conditions such as participants continued employment by the Banking Group. The non-market vesting
conditions are included in assumptions used when determining the number of options and performance share rights expecied to hecome
exarcisable for which an expense is recognised. Each halance date these asswmnptions are revised and the expense recognised each period takes
into account the most recent estimates,



Notes to the financial statements

Note 1 Statement of accounting policies (continued)

Taxation
income tax
Incorme tax expense on the profit for the period comprisses current tax and movements in deferred tax balances.

Current tax is the expecied tax payable on the taxable income for the period, using tax rates that have been enacied or substantively enacied as at
balance date, and any adjustment 1o tax payable in respect of previous periods.,

Defarred tax is provided using the balance sheet method, providing for temporary differences between the carrying amounts of assets and
liakilkties in the financial stataments and the corresponding amounts used for taxation purposes. Deferred tax assets and liabilkies are not
recognised if the temporary difference arises from goodwill, the initial recognition {other than in a business combination) of assets and liabilities
that affect neither accounting nor taxable profit, and differences relating to bvestments in subsidiaries to the extent that they will probably not
reverse in the future. The amount of deferred tax provided is based on the expected manner of realisation or settlerment of the carrying amount of
assels and labilities, using tax rates that have Deen enacted or substantively enacied as at balance date that are expecied to apply when the
liability is settled or the assetis realised.

Current and deferred tax attributable 1o amounts recognised directly in eguity are afso recognised directly in eguity.

Except as noted above, deferred tax liabilities are recognised for alt taxable temporary differences and deferred tax assets are recognised to the
extent that it is probable that future taxalle profits will be available against which the asset can be utilized.

Goods and sepvices tax

Revenue, expenses and assets are yecognised net of goods and services tax [GST') except to the extent that G5T s not recoveralle frorm the inland
Revenue Department. in these circumsiances, the ST is recognised as part of the expense or the cost of the asset,

Acquisition of assets

The purchase method of acCounting is used to account for alt acguisitions of assets dncluding business combinations) regardiess of whether equity
instruments or other assets are acguived. Cost is measured as the fair value of the assets given, eguity Instruments issued or Habifities incurred or
assumed at the date of exchange plus costs directly attributable to the acquisition. Where equity instruments are issued in an acquisition, the
value of the instrurments is thelr published market price as at the date of exchangs, Transaction costs arising on the issue of equity instruments
are recognised directly in equity.

Identifiable assets acquired, and labilities and contingent liabilities assumed, in a business combination are measurad indtially at thelr fair value at
the acquisizion date, irrespective of the exient of any minority interest. The excess of the cost of acquisition over the fair value of the Banking
Croup's share of the identifiable net assets acquired is recorded as goodwitl,

Where settlernent of any part of cash consideration is deferred, the amounts pavable in the future are discounted to thelr present value as at the
date of exchange. The discount rate used is the Banking Group’s inCremental botrowing rate.

The assets and Habilities expected 1o vest on | Movember 2006 will be recognised at the carrving value as recorded by Westpac Banking
Corporation’s New Zealand Branch at the date of vesting.

Agsets

Financial assels

The Banking Group classifies its financial assets in the following categories: financial assets at faly value through profit or loss and loans,
Management determines the classification of its financial assets at initial recognition.

Financial assets at faiv value through profit or loss

This category has two sub-Categories: financial assets held for rading and those designated as falr value through profit or foss at inception. A
financial asset is classified in this category if acquired or incurred principally for selling it in the near term, if it is part of a portfohio of financial
instruments that ave managed togsther and for which there is evidence of a recent pattern of short term profit taking, if it is a desivative that is not
a designated hedging instrument, or if so designated on acguisition by management.

This designation may onby be made if the financial asset either contains an embedded derivative, of it will be managed on a fair value basis in
acrordance with a documented risk managerment strategy of designating it at fair value will reduce an accounting mismatch,

Leans

Loans are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market, They arise when the
Banking Croup provides money, goods or services directly 1o a detnor with no intention of trading the receivable.

Recognition of financial assets

Purchases and safes of finandial assets at fair value through profit or 1oss ave recognised on trade-date, the date on which the Banking Group
commits to purchase or sell the asset. Loans are recognised when cash is advanced to the borrowers. Financial assets at {abr value through profit
or loss are recogrnised initially at falr value. All other financial assets are recognised nitially at fair value plus direcily attributable transaction
costs. Financiat asseis are derecognised when the rights 1o recelve cash flows from the financial asseis have expired or where the Banking Group
has transferred substantially all the risks and rewards of ownership,

Loans are carried at amaortised cost using the effective interest method. Realised and unrealised gains and losses arising from changes in the far
vatue of financial assets at fair value through profit or loss are included in the incorme statement in the period in which they arise.
The faly values of guoted investments in active markets are based on current bid prices. H the market for a finandal asset is not active the

Barking Croup establishes fair value by using valuation techniques. These include the use of vecernt army's fength transactions, discounted cash
flow analysis, option pricing maodels and other valuation technigues commonly used by market participants.



Note 1 Statement of accounting policies (continued)

Cash and balances with central banks

Cash and balances with central banks includes cash at branches, They are brought 1o account at the face value or the gross value of the
outstanding balance, where appropriate.

Dua from other financial institutions

Feceivables from other financial instiiutions include 1oans, nostro halances and settlement account balances due from other finandial instiutions.,
They are accounted for as loans.

Berivative fnancial instruments

Berivative financial instruments indluding forwards, futures, swaps and eptions are recognised in the balance shest at fair value. Fair values are
obtained from guoted market prices, dealer price guotations, discounted cash flow models and option pricing models, which incorporate current
market and contractual prices for the underlying instrument, time 1o expiry, yield curves and volatifity of the underhying instrument. Al
derivatives are carried as assets when fair value is posithve and as liabilities when fair value is negative,

QOther financial assets ab fair value

Certain bonds, notes and comnmercial bills are designated at fair value through profit or foss. This designation may only be made if the financial
asset efther containg an embedded derfvative, or it will be managed on a falr value basis in accordance with a documented risk management
strateqy or designating it at fair vatue will reduce an accounting mismatch,

Other trading assets

Other trading assets include debt and equity securities which are actively wraded and securities purchased under agreement to resell. They are
accountad for as financial assets at fair value through profit and loss,

Loans

Loans inchude overdrafts, home loans, credit card and other personal lending, term loans, leasing and redeemable preference share finance. They
are accounted for as loans. Refer above for accounting treatment of loans.

Security is obtained if, based on an evaluation of the cusiomer's credit worthiness, it is considered necessary for the customer’s averal borrowing
facility. Security wold normally consist of assets such as cash deposits, receivables, inventory, plant and eguipment, real estate and investments
accountad for as financial assets at faiy value through profit or oss.

tmpatrment of financial assets

fmpaired financial assets include:

] restructured assets, which are defined as assets in which the original contractual terms have been formally modified 1o provide for
concessions of interest or principal for reasons related to the financial difficulties of the customer; and

] read estate or other assets acguired through security enforcement or where the Banking Croup has assumed ownership of an asset in
setddement of all or part of a debt.

Although not Classified as impaired assets, assets that are in arrears for 90 or more Consecutive days, but are well-secured are reported separately,

These are known as ‘past due assets’.

Aszets, not classified as impaired assets of past due assets, in which the counterparty is (4} in yeceivership, liguidation, bankruptoy, statutory

management of any form of administration in New Zealand; or {b) in any other equivadent form of voluntary or involuntary administration in an
overseas jurisdiction are reported separately. These are known as ‘other assets under administration’.

Assels carried ab amoriised cost

The Banking Croup assesses as at each balance date whether there is objective evidence that a financial asset or groun of finandal assets is
impaired. A financial asset or a group of financial assets is impaired and impairment iosses are incurred if, and only if, there is ohiective evidence
of impairment as a result of one or more events that occurred after the initial recognition of the asset {a toss event’) and that foss event {or events)
has an impact on the estimated future cash flows of the financial asset or group of financial assets that can be reliably estimated. Objective
evidence that a finandal asset or group of assets is impaired includes observable data that comes 1o the attention of the Banking Croup about the
folowing ioss events:

i significant financial difficulty of the issuer or oblgor;
it abreach of contract, such as a default or delinquency in interest or principal paymenis;

i the Banking Croup granting to the horrower, for economic or legal reasons refating io the borrower's financial difficuity, 2 concession that the
Banking Group would not atherwise consider;

i it becomning probable that the borrower will erter bankruptcy or other financial recrganisation;
v the disappearance of an active market for that financial assst because of financial difficulties; or

vi  observable data indicating that there is a measurable decrease in the estimated future Cash fiows from a group of financial assets singe the
initial recogniton of those assets, although the decrease cannot yet be identified with the individual financial assets in the group, including:

a}  adverse changes in the payment status of borrowers in the group; or

ity national or tocal econoemic conditions that corvelate with defaults on the assets in the group.
The Banking Croup first assesses whether objective evidence of impairment exists individuatly for financial assets thar are individually significant,
and individually or collectively for financial assets that are not individually significant. Hf the Banking Group determines that ne objective evidencs
of impairment exists for an individuzty assessed financial asset, whether significant or not, it includes the asset in a groun of financial assets with
simifar credit visk characteristics and colfectively assesses them for impairment, Assets that are individually assessed for impairment and for
which am impairment 1oss is or continues to be recognised are not included in a collective assessment of impairment.,



Notes to the financial statements

Note T Statement of accounting policies (continued)

If there is objective evidence that an impairment toss on loans carried at amortised cost has been incurred, the amount of the 1oss s measured as
the difference between the asset’s carrying amount and the present value of estimated future cash flows (excluding future credit losses that have
not beers incurred) discounted at the finandial asset's original effective interest rate, The carrving amount of the asset is reduced through the use
of & provision account and the amount of the foss is recognised in the income statemert. 1f 2 loan has a variable interest rate, the discount rate for
measuring any impairment loss is the current effective interest rate determined under the Contract.

The calculation of the present value of the estimated future cash flows of a collateralised financial asset reflects the cash flows that may result
from foreclosure less costs for obtaining and selling the collateral, whether or not foreclosure is probatle. For the purposes of a collective
avaluation of impairment, financial assets are grouped on the basic of similar credit visk characteristics (e, on the hasis of the Banking Group's
arading process that considers asset type, industry, geographical location, collateral type, past due status and other relevant factors), Those
characteristics are relevant to the estimation of future cash flows for groups of such assets by being indicative of the debiors’ ability 1o pay all
amounts due according to the contractual terms of the asssts being evaluated. Future cash flows in a group of finandial assets that are collectively
evaluated for impairment are estimated on the basis of the contractual cash flows of the assets in the Banking Group and historical loss experience
for assets with credit risk characteristics similar to those in the Banking Croup. Historical loss experience is adjusted on the basis of current
ohservable data 1o reflect the effects of current conditions that did not affect the period on which the historical loss experience is based and 1o
remove the effects of conditions in the historical petiod that do not exist currently.

Estimates of changes in future cash flows for groups of assets should reflect and are directionally consistent with changes in related observable
data from period to period (e.g. changes in unemployment rates, property prices, payment status, of other factors indicative of changes in the
probatility of losses in the group and their magnitude), The methodology and assumptions used for estimating future cash flows are reviewed
requiariy by the Banking Croup to reduce any differences between foss estimates and aciual loss experience. When a loan is uncolectible, itis
writien off against the related provision for loan impabrment. Such ioans ars written off after alt the necessary procedures have been completed
and the amount of the loss has been determined. Subssguent recoveries of amounts previoushy written off decrease the charge for loan
impairment in the income statement. If, in a subseguent period, the amount of the impairment Joss decraases and the decrease can be related
ohjectively to an event occurring after the impairment was recognised (such as an improvement in the debitor’s credit rating), the previoushy
recoghised impairment toss is reversed is by adiusting the provision account. The amount of the reversal is vecognised in the income staterment.

lnvestmenis in related entities
Investments in refated entities are initlally recorded by the Banking Croup in the balance sheet at cost. The cost of an acquisition is measured at

the fair value of the assets given up, shares issued or Hablities undertaken at the date of acquisition, plus Costs directly attributable 1o the
acguisition. tnvestments in refated entities are written-down to recoverable armount where appropriate.

Gaoodwilf and other intangible asseis

Coodwili represents amounts arising on the acquisition of businesses, Goadwill represents the excess of purchase consideration, including
incidental expenses associated with the acguisition, over the fair value of the Banking Croup’s share of the identifiable net assets of the business
acguired.

Coodwili is tested for impairment annuaily and whenever there is an indication that it may be impaired. CoodwHl is carried at cost less any
accumulated impainmesnt losses, Gains and losses on the disposat of an entity include the carrying amount of goodwitl relating to the entity sold.
Goodwill is allocated 1o cash-generating units for the purpose of impairment testing. Cash-generating units are the smatfest idemtifiable groups of
assets that generate cash inflows that are largely independent of the cash inflows from other assets or groups of assets,

Other intangibles are stated at cost less accumulated amortisation and impairment losses. Other intangible assets comprise acquired and
internally developed computer software.

Acguired computer software licences ave capitalised on the basis of the costs incurred 10 acguire and bring 10 use the specific software.

Internal and external cosis directly incurrad in the purchass or development of computer software, including subseguent upgrades and
enhancements are recognised as intangible assets when it is probable that they will generate future economic benefits attributable 1o the Banking

Group. These cosis are amortised using the stzaight-line method 1o allocaie the cost of the asset less any residual value over the estimated useful
lives of between three and five years.



Note 1 Statement of accounting policies (continued)

Properiy, plant and eguipment

Froperty, plant and equipmernt is carried at cost fess accumulated depreciation and impalrment losses. Cost is the fair value of the consideration
provided plus incidental costs directly attributable 1o the acguisition. Other subseguent expenditurs is capitalised only when i increases the
future economic benefits embodied in the em of praperty, plant and eguipment. Al other expenditure is recognised in the income statement as
an expense as incurred. Impaiyment fosses are recognised as a non-interest expense in the income siatement.

Depreciation is calculated using the straight-line method o allocate the cost of assets less any residual value over thelr estimated usefuf Hves, as
follows:

] teasehold improvementsUp to 10 vears

] Furniture and equipment 3 — |5 years

GCains and losses on the disposal of property, plant and eguipment are determined by reference to their carrying value and are induded in the
income staternernt.

impafrment of non-financial 25568

The carrying amount of the Banking Group's non-financial assets, other than deferred tax assets and assets arising from employee benefits, are
reviewed as at each balance date 1o detarmine whether there is any indication of impairment, 1 such an indication axists, the assat's recoverable
amount is estimated. An impairment foss is recognised whenever the carrying amount of an asset or its cash-generating unit exceads its
recoverable amount, With the exception of goodwili for which impairment Josses are generally not reversed, where an impairment loss
subsequently reverses, the carrying amount of the asset {or Cash-generating unil) is increased 1o the revised estimate of its recoverable amount,
such that the increased carrying amount does not exceed the carrying amowtt that would have been determined had no impalrment loss been
recegnised for the asset {or cash-generating unith in prior yvears, mpairment losses and reversals of impairment losses are recoghised in the
income statement.

The recoverable amount of an asset is the greater of its net selling price and value in use. I assessing value in use, the estimated future cash
flows are discounted to thelr present value Using a pre-tax discount rate that refiects current market assessments of the time vaiue of money and
the risks specific to the asset. For an asset that does not generate largely independent cash inflows, the recoverable amount is determined for the
cash-generating unit to which the asset belongs.

Ligbilities

Financiaf labilities

Financial Habilities are measured at amortised Cost, except for derbvatives and deposits at fair value, which are held at fair value through profit or
foss.

Due 1o ather fnancial institations

Bue 1o other financial institutions includes deposits, vosiro balances and settlement accownt balances due to other financial institutions, They are
measured at amortised cost.

Leposits ar falr value

Deposits at falr vatue includes interest bearing deposits accounted for at fair value through profit or loss.

Depasits at amortised cost

Brepsits at amoriised Cost include non-interest bearing deposits repayable at call and interest bearing deposits. They are measuved at amortised
cost.

Lerfvative financial instruments

Brerivative financial instruments including forwards, futures, swaps and eptions are recognised in the balance sheet a1 fair value. Fair values are
obtained from guoted market prices, dealer price guotations, discounted cash flow models and option pricing models, which incorporate cuyrent
maviet and contractual prices for the underlying instrument, time 10 expiry, yield curves and volatifity of the underlying instrument, Al
derivatives are carried as assets when fair value is posithve and as liabilities when fair value is negative,

Other trading Habifities and other financial labilltfes at fair value

Securities sold under repurchase agreements and securities sold short are classified as trading tiabifities. They are accounted for as financial
ftabitities ax fair value through profit or loss.

Hebt issues

These are bonds, notes and commercial paper that have been issued by the Banking Croup. They are initially recorded at cost, which is the fair
vatue of the consideration received, net of wransaction costs, Debt issues are subsequently measuyed at amortised cost using the effective interest
method o amortise Cost at inception to the redemption value over the expected life of the debt.

Perpetual subordinaled notes
Parpatual subordinated notes are measured at amortised cost. The notes gualify as tier 2 capital as defined by the Reserve Bank for capiial
adeguacy purposes.
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Note 1 Statement of accounting policies (continued)

Employee entitlements

Wages and salaries, annuaf leave and sick feave

Liabilities for wages and safaries, induding non-monetary benefits and annual leave expected to be settled within § 2 months of the balance date
are recoghised in other provisions in respect of employees’ services and are measured at the amounts expected to be paid when the Habilities are
seitled.

No pravision is made for non-vesting sick leave as the pattern of sick leave taken indicates that no additional liability wilt arise for non-vesting sick
leave.

Long service feave

Liabilities for long service ieave expected to be settled within 12 months of the balance date are recognised in the pravision for long service feave
and are measured at the amounts expected to be paid when the Habilitles are settled.

Liabsilities for long service feave and other deferred employee benefis expected to be settied more than 12 months from the balance date are
recoghised in the provision for long service leave and are measured at the present value of expected future payments expected 1o be made in
respect of services provided by employess up to the balance date. Consideration is given to expected future wage and salary levels, experience of
employee departure and periods of service. Expected future payrments are discounted 1o their net present value using mavket vields at the balance
date on goverrsnent honds with terms that match as closely as possible the estimated timing of future cash flows,

Superansigation obfigations

Obligations for contributions to the defined contribution superannuation scherme are recognised as an expense in the income siatement as
incurred.

The asset or liability recognised in the balance sheet in respect of the defined benefit superannuation scheme is the present value of the defined
kenefit afdigation at the balance date tess the falr value at the batance date of the scheme’s assets as adjusted for unrecognised past service costs,
The caryying amount of an asset or Hability recognised in respect of the defined benefit superannuation scheme s restricted to the totad of any
unrecognised past service cost and the present valus of available refunds from the scheme and reductions in future contributions to the scheme.
The present value of the defined benefit obligation is determined by disCounting the estimated future cash flows using interest rates of
government honds that have terms to maturity approximating to the terms of the refated superannuation Hahility. The calculation is performed
annualy by an independent qualified actuary using the projecied unit credit method,

The cost recognised in the income statemnent in respect of the defined benefit superannuation scheme comprises the current service cost, an
interest cost and an expecied reiurn oh the scheme's asseis. It addition, actuarial gains or fosses which result from annual actuarial valuations,
which exceed 10% of the greater of the present value of the defined benefit scheme's obligations or the market value of the defined benefit
schere assets, are spread on a straight-line basis over the expected remaining service period of members of the scheme,

Farmination benafits

Liabilities for termination kenefits, not in connection with a business combination, are recogrised when a detailed plan for the terminations has
been developed {and is without realistic possibility of withdrawal} and a valid expectation has heen raised in those empioyees affected that the
terminations will be carried out. Liabilities for termination benefits are recognised within other creditors unless the timing or amount is uncartain,
in which case they are recognised as provisions.

Liabsilities for teymination benetits velating to a business combination are recognised as at the date of acquisition if, at or before the acguisition
date, the main faatures of the terminations were planned and a valid expectation has been raised in those employees affected that the termination
would be carried owt and this is supported by a detatled plan, These liabilities are disclosed in aggregate with other restruciuring costs arising as
a consequence of the acguisition.

Liabsilities for teymination benefits expected 1o be settfed within |2 months are measured at amounts expected to be paid when they are settled.
Ammounis expecied to be settled more than 12 months from the balance date are measured at the estimated cash outflows, discounted using
market yieids at the balance date on govermment bonds with terms to maturity and currency that match, as closely as possibie, the estimated
future payments, where the effect of discounting is materal.

Frovisions
Frovision for restruciuring

A provision for restructuring on acquisition is recognised where there is a demonstralde commitment and a detalled plan such that there i Hitle or
na discretion o avoid payments to otfier parties and the amount can be reliably estimated.

Other provisions for restruciuring are ondy recognised when a detailed formal plan has been approved and the restructuring has either conmenced
of been announced pubdichy. Costs relating to ongoing activities are not provided for.
Eguity and regerves

Ordinary shares
Ordinary shaves are recognised at the amount paid up per ordinary share, net of divecthy attributable issue costs,



Note 1 Statement of accounting policies (continued)

Cash flow hedyge reserve

The cash flow hedge reserve comprises the fair value gains and fosses associated with the effective portdon of designated cash flow hedging
instruments,

Hedging

The Banking Group uses derivative instrurments as part of s asset and Hability management activities to manage exposures 1o interest rate,
foreign currency and credit risks, including exposures arising from forecast transactions. The method of recognising the fair vaiue gain or loss of
derivatives depends an the nature of the hedging relationship. Hedging refationships are of two types:

] fair value hedge: a hedge of the change in fair value of recognised assets or liabilities or firm commitments; and

] cash flow hedge: a hedge of highly probable future cash flows attributable to a recognised assst or Hability, or 2 forecasted transaction.

The Banking Croup uses hedge accounting for derivatives designated in this way when certain criteria are met. A1 the time a financial instrument
iz designated as 2 hedge, the Banking Croup formally documents the relationship between the hedging instrument and hedged item, together with
the methods that will be used to assess the effectiveness of the hedging refationship, The Banking Croup formally assesses, both at the inception
of the hedge and on an ongoing basis, whether the hedging derivatives have been ‘highly effective’ in offsetting changes in the faiy value or cash
fiows of the hedged items.

A hedge is regarded as highby effective if, at inception and throughout its Hfe, the Banking Group can expect the hedge to offset changes in fair
vatue or cash flows attributable te the hedged rick, and actual resulbis are within a range of 80% 1o 125%% of these changes. ‘Hedge ineffectiveness’
represents the amount by which the changes in the fair value of the hedging derivative differ from changes in the fair value of the hedged item or
the amount by which changes in the cash flow of the hedging derivative differ from changes (or expected changes) in the cash flow of the hedged
item.

Fair value hedge

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in the income statement, together with
any changes in the fair value of the hedged asset or ability that are attributed to the hedged risk.

H the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying amount of a hedged item for which the effective
interest method is used is amortised in the income statement over the period 1o maturity. The adjustment to the carrying amount of a hedged
equity security remains unti the disposal of the equity security,

Cash flow hedge

The effective portion of changes in the fair value of derivatives that are designated and gualify as cash flow hedges is recognised in eguity. The
gain or foss refating to any ineffective portion is recognised immediately in the income statement.

Amounts accumulated in equity are transferred 1o the income statement in the periods in which the hedged item affects profit or 1ozs.

Wiien: 2 hedging instrument expires or is soid, terminated or exercised or when the hedge no longer meets the criteria for hedge accounting, any
cumulative gain or toss existing in equity at that time remains in equity and is recognised in the pericd in which the hedged item affects profit or
toss, When a forecast transaction is no longer expected 1o oocuy, the cumulative gain or loss that was reported in eguity is immediately
wansferved 1o the income statetnent.

Fmbedded derfvatives

th cettain instances a derbvative may be embedded in a *host contract’. I the host contract is not carvied at fair value with changes in fair value
reported in the income statement, the embedded derivative is separated from the host contract and accounted for as a stand-alone derivative
instrument at fair value if the economic characteristics and risks of the embedded derivative ave not closely refated to the eronomic characieristics
and risks of the host contract,

Loan securitisation

The Banking Croup, through Hs loan securitisation programme, may package and seff loans (principaily housing mortgage loans) as securities to
investors. In such transactions the Banking Croup provides an equitable interest in the loans 1o invesiors who provide funding to finance them.
Securitised toans that do not qualify for derecognition and associated funding are included in loans and debt issues respectively,
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Note 1 Statement of accounting policies (continued)

Leases

Leases are classified as either finance teases or operating leases, Under a finance fease, substantially alf the visks and rewards incidental to fegal
ownership are ransferred to the lessee, who reports the assats in its balance sheet, |n contrast, an operating lease exists where the leased assets
are allocated to the lessor,

In its capacity as a tessor, the Banking Croup will primarily offer finance teases. The Banking Group recognises the assets held under finance fease
in the balance sheet as receivables at an amount equal to the net investment in the lease. The recognition of finance income is based on a pattern
reflecting a constant periodic return on the Banking Group's net investment in the finance fease. Finance lease income is incuded within net
interest income in the income statement.

In s Capacity as a lessee, the Banking Group will mainly iease property, plant and eguipment under operating leases. Payments due 1o the lessor
under operating ieases are charged to equipment and occupancy expense on a straight-line basis over the term of the lease.

Offsetting

Financial assets and financial llabilities are offset and the net amount reperted in the balance sheet when there is a legathy enforceable right 1o set
off the recognised amounts and there is an intention to settle on a net basis, or to realise the assst and setde the Hability simultanecushy.

Segment reporting

A segment is a distinguishable component of the Banking Group that is engaged either i providing products or services {business segment}, o in
providing products or sendices within a particular economic emvironment (geogvaphical segment), that is subject 1o risks and veturns of other
business or geographical segments.

Statemernt of cash flows

Basiz of presentation

The statement of cash flows has been presented in accordance with N2 185 7 Cash Flow Starements with netting of certain Hems as disclosed
befow.

Cash and cash sguivalenis

Cash and cash equivalents reflect the balance of cash and Hguid assets used i the day-to-day cash management of the Banking Croup, which are
readily convertible at the investar's or customes’s option and include the inter-bank balances arising from the daily Reserve Bank setdfement
process.,

Netting of cask Hows

Certain cash fiows have been netted in order 1o provide more meaningful disclosure, as many of the cash flows are veceived and disbuysed on
behalf of customers and reflect the activities of those customers rather than the Banking Croup.



Note 2 Risk management

The Banking Group regards the management of risk 10 be a fundamental management activity, performed at all levels of it business. Supporting
this approach is a risk management framework that includes core risk principles as well as policies and processes for measuring and monitoring
risk {Risk Management Framewaork’t

Subject to the Bank's registration as a registered bank, the Risk Management Framework described in this note will apphy when the Bank
cammences operations on | NMovember 2006,

The Yltimate Parent Bank Group Risk Management Framework and Governance
The Board is responsible for astablishing and implementing the Risk Management Framework, including reviewing the Bank's financial statements
and the Bank's internal and external audit processes.

The Bank is ultimately a subsidiary of the Ultimate Farent Bank and therefore a member of the group of companies comprising the Ultimate Parent
Bank and its subsidiaries ({iftimate Parent Bank Croup’). Accordinghy, the Banking Croup's Risk Management Framework is closely aligned with
ihe Ultimate Parent Bank’s Risk Framework (Croup Risk Framework’)

The Board will apply the Group Risk Framework and may supplement or enhance the Croup Risk Framework if it considers it approptiate to do s0.
The Banking Croup's Risk Managerment Framewoerk is overseen by the Ulimate Parent Bank’s Board Audit Committee (BACT and the Board Risk
fanagement Committea FERMCY. The BAC and BRMC are the subcommitteas of the Ultimate Parent Bank's Board that ave responsible for
mosnitoring risk management performance and controls across the Uitimate Pavent Bank Sroup.

The Bank’s Risk Management Framework and Governance

The Bank's Risk Management Framework consists of the policies, procedurss, systems, processes, data, rofes and vesponsitilities and controfs that
manage the application and governance of risk within the Bank.

Covernance is an essential element in achieving effective aversight and management of the Bank’s risk. Effectively managing the risks inherent in
the business is a key strategy of the Bank as welt as providing support for the Bank’s reputation, performance and future success, This Risk
Management Framework is approved by the Board and bnplemented through the Bank's Chief Executive Officer {f{CEQ™ and the executive
management team.

Implementation is achieved by developing policies, controls, processes and procedures for identifying and managing risk arising from the Bank's
activides,

Core Risk Principles
Lkimate Parent Bank Group's core risk principles are the key guidelines for alf risk management. These principies reflect the standards and ideais

expressed in the Ultimate Parent Bank Group's vision, values and code of conduct and are embedded in all levels of risk management policy
including rules, procedures and training. The Bank, as part of the Ultimate Parent Bank Group, has adopted and wiit utilise these guidelines,

The principles for managing the Bank’s risk are:

] ahgning actions with values, sirategies and objectives;

] fotiowing ethical selting practices and delivering products and services that meet the needs of its cusiomers;
] accepting that with responsibility comes accountabiliny;

] establishing clear decision-making criteria;

" ensuring that increased visk is rewarded with increased retirn; and

] identifying and managing risk in all areas of responsibility.

Management assurance programme

The Bank will have a guarterly management assurance programme desigrned to identify the key risks, the controls in place to mitigate those risks
and 1o obtain assurance that those controls have continued to operate effectively,

This pragramme will aliow senior management to affirm their satisfaction with the quality of the process under their responsibiity and with the
effectiveness of the controls that support that assurance. This will be attained through the provision of consolidated repressntations by senios
ranagement 1o the General Manager Risk Management. The results of this process will be reported o the New Zealand Operational Risk &
Compliance Committee (NXOPCOY, chaired by the CED, The CEO will then provide management assurance to the BRMC, the BAC and the Chief
Executive Officar of the Ultimate Parent Bank.

This systern of managenent assurance will assist the Ultimate Parent Bank's Board in satisfying itsalf that the Bank’s risk management sysiems are
adeguate, that they operate effectively and that any deficiencies have been identified and are being addressed,
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Note 2 Risk management (continued)

Categories of risk

The key visks that the Bank will be subject to are specific banking risks and risks avising from the general business environment,

The visk management framework identifies four broad categories of risk:

Ll Credit risk: the potential for financiat loss where a cusiomer of counterparty fatls 1o meet their finandal obligations to the Bank.

Ll Operational risk: the risk of joss resulting from inadequate oy fadled internal processes, people and systemns of from external events,

. Compliznce risk: the visk of failing to comply with a#f appticable legal and regulatory requirements and industry codes of practice, and of
fatling to meet the Bank’s own ethical standards.

Ll Mariet risk: the visk 10 earnings from changes in market faciors, These risks will be monitored daily against a comprehensive limit framework
that includes VaR, aggregate market position and seasitivity, product and geographic thresholds, The principal visk components of this
monitoring process are:

] Currency risk: the potential 1oss arising from the deciine in the value of a finandcial instrument due to changes in foreign exchange rates
ar their implied volatilities;

] interest vate risks the potential loss arising from the changes in the value of a financial instruments due 1o changes in market interest
rates of thelr implied volatilities;

] Eguity risk: the potentiad toss arising from decline in the value of equity instruments due to changes in their equity market processes or
implied volatilities;

L] Liguidity risi: the potential toss avising fram cash outflows exceeding cash inflows over a given period.
Additional details surrounding the risk management activities relating to the management of these rsks follows.
Credit Risk

Credit risk is the potential risk of financial joss resulting from the failure of custorners to honour fully the terms and conditions of a contract with
the Bani.  wilf arise primarily from the Bank’s lending activities, as well as from transactions.

The Bank will take collateral where it is considered necessary to mitigate credit risk and will evaluate each customer's credit risk on a case-by-case
basis. The amount of collateral taken wiil be based on management’s credit evaiuation of the counterparty. The collateral taken will vary, but
coubd include cash deposits, recebvables, inventory, plant and egquipment, real estate and/or investinents.

In applying its Controd Principies of Credit, the Bank will recognize and reflect the differences between markets in the way credit risks are approved
and managed:

Ll Program approach: The Bank will manage high-velume customey credit portfolios on an exception basis by application of credit scorecards
and policy rules,

Ll Transaction approach: The Bank will evaluate other credit requests by undertaking detaited individual customer and transaction risk analysis
and tailors facility, terms and conditions to suit.

Credit policies with group-wide implications are owned by the Group Risk division of the Ultimate Parent Bank (Ulimate Parent Bank Croup Risk)
and approved by the Ultimate Parent Bank Croup Credit Risk Committes {{CREDCO. These policies are admnistered tocally.

Uitimate Parent Bank Croup Risk takes an enterprise-wide view of risk and its impact on performance, and develops Ukdmate Parent Bank Group-
wide risk strategy, framework and policies for the management of all risk classes. it is responsible for consistency, standardisation and control and
defines Ultimate Parent Bank Croup-wide risk management culture. Within these boundaries, the Bank has its own credit approval Bmits as
delegated by the Ultimate Pavent Bank Group Credit Risk Officer. These establish a hierarchy of credit approval levels, aligned to customer risk
grades and consistent with normal customer exposuyes in the business.

The Bank is responsible for implementing and operating within established risk management frameworks and policies and has adapted the
Atimate Parent Bank Croup’s cradit risk policy to the Bank's customer and product sei. Accordingly, the Bank will have its own credit manuals and
delegated approval authorities as approved by the Ultdimate Parent Bank Sroup.

The Bank wiff monitor #s portfolio to guard against the development of risk concentrations. This process will ensure that the Bank's credit risk
remains very wetl diversified throughout the New Zealand economy. Along with country and industry risk concentration Hmits and monitoring, the
Bank has established separate veporting and prudential mits for borrowings that can be accessed by a single customer group. These limits will
apply to both borrowing equivalents and settlement risk. Separate limits apply to Corporate, governments, finandial institutions and banks and are
scaled by risk grade. Any excesses of Hmits will be reported guarierly to the Board and the BRMC along with a strategy addressing the ongoing
management of the excess.



Note 2 Risk management (continued)

Cperational Risk ard Compliance Risk

Operational risk arises from inadequate or falled internal processes, people and systems or from external events. Operational risk has the
potential, as a result of the way business objectives are pursued, 1o negatively impact the organisation’s financial performance, customer seyvice
and/or reputation in the community of cause other damage to the business.

The Bank wilf use the Uiimate Parent Bank Group Operational Risk Management Framework as a tool to assist s busingss units in the
achieverment of thelr objectives through assisting the business 1o understand and manage those risks that could hinder progress. This framework
outhines the business requirements for managing Operational Risk with respact to Governance, Risk and Conirol Assessments, Incident
Maragement, Operational Risk in Change, Reporting and Monitoring and Operationat Risk Capital Allocation.

A tangible benefit of the Uitimate Parent Bank Group Risk Framework is to ensure comphance with relevant legislative and regulatory
reqguirements.,

The Bank will be subject to regulation and regulatory oversight. Any significant regulatory developments could have an adverse effect on how
business is conducted and on resulis of operations. Business and earnings are also affected by the fiscat or other policies that are adopted by
vartous regufatory authorities of the New Zealand Government, foreign governments and international agencies, The nature and impact of future
changes in such policies are not predictable and are beyond the Bank's control,

Regulatory responsibilities have increased significanily and, in order 10 manage existing and new requirements in a more effective way, the
development of the ability to provide early detection monitoring of these responsibilities to the business has been accelerated.

Effective compliance visk management will enabie the Bank 1o identify emerging issues and where necessary put in place preventative measures,
The Bank has a dedicated Operational Risk and Compliance function,

WNZOPCD will mest quarterly and is responsible for oversesing the effactiveness and irmplementation of the Operationgl Risk and Compliance
Frameworks. The committee monitors the business unit operational risk profiles and the action plans, and is required to escalate material matters
10 the Board, Croup Operational Risk & Compiiance Commitiee {OPFCOT and the BRMC, where material,

Market Risk

Mariet risk is the potential for tosses avising from adverse movements in the fevel and volatility of market factors such as foreign exchange rates,
interest rates, commodity prices and egquity prices.

The treatment of the only material market risk the Bank will have exposure to is described below.

Non-trading risk

Management of struciural interest rate risk

The Bank's structural interest rate risk will arise from lending and deposit-taking activity in the normal course of business and through the
imvestivient of capital and other non-interest bearing liabifities. This structurad interest rate visk will be transferred to the Ultimate Parent Bani
Group, which wili then manage the sensitivity of the Banking Groun book's net interest income to changes in wholesale market interest rates. NZ
Treasury's sk management objective will be 1o help ensure the reasonable stability of net interest income over time. These activities will be
performed under the direction of the Uitimate Parent Bank Group, specifically the Uldmate Parent Bank Group Treasury with oversight provided by
the Ultimate Parent Bank Croup’s Marker Risk Management unit and the Uhimate Parent Bank Croup’s Market Risk Committee fMARCTT,

Once transferred 1o the Ultimate Parent Bank Croup, net interest income sensitivity will be managed in terms of the net interest income at vsk
modeled over a thres-yvear time horizon using a 99% confidence interval for movemeants in wholesale market interest rates. The position managed
wit consider all on and off-balance sheet accrual accounted assats and Habilities in New Zealand.

A simudation modeb will be used to calculate the potential net interest income at risk, The net interest income simulation framework will combine
underlying balance sheet data with:

] expected repricing behavior;
" assumptions about run off and new business; and
] changes in wholesale market interest rates.

The net interest inCome simulation and timit frameworks witl be reviewed and approved annually by BRMUC. This will sesk 10 ensure that key
madef inputs and visk parameters remain relevant and that net interest income at risk to interest rate movements and Himits governing these
activities remain consistent with the desived risk and reward criterion,
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Note 2 Risk management (continued)
Liquidity Risk

The fiquidity risk within the Bank will be managed in a manner consistent with the Ultimate Parent Bank Croup's Hguidity management framewaork
that is outlined below.

Liguidity risk is the potential inabifity to meet payment obligations of the Bank, The Ultimate Parent Bank Group Treasury will administer Houidity
management in New Zealand and will be yesponsille for monitoring the funding base and ensuring that it is prudenthy maintained and adequately
diversified.

Uitimate Parent Bank Croup Treasury manages Ultimate Parent Bank Croup funding with oversight from the MARCO and the BRMC. The BRMC
approves and monitors a range of policies relating to liguidiny and Hability generation. Quarterly comphllance reports are sulimitted to the MARCD
and the BRMC,

Key aspects of the liguidity management strategy are as follows:

Annual Fauidity risk framework review

The Uhtimate Parent Bank Group Treasury's annual Bquidity management review inchudes:
2y modelling approach;

hy  scenarios covered;

iy Hmit determination: and

{dy lewvels of liquid asset holdings.

MARCC and the Ultimate Pavent Bank Group Risk Reward Cormmittes ({GRRC) reviews the Banking Croup's liguidity management approach before
it is submitted for approval by the BRMC,

The dguidiy risk management framework modeis the Bank's abitity 1o fund under both normal conditions and during a crisis situation. This
approach seel(s 1o ensure that this funding framework is sufficiently flexible to provide Hgquidity under a wide range of market conditions,
Annual funding plan

Each veay the Hlimate Parent Bank Croup Treasury undertakes a funding review. This review outlines the curvent funding strategy as welf as
proposing a funding strategy for the coming yeay and covers areas such as:

u trends in giobal debt markets;

[ funding aiternatives;

Ll peer anakysis;

[ estimation of whotesate funding task;

Ll estimated markst capacky; and

Ll funding risk anahysis.

The MARCD and the GRRC review the Annual Funding Plan before it s submitied for approval by the BRMC,
Sowrces of Kguidity

The princinal sources of the Bani’s liquidity will be as follows:

“ custoner deposits;

u wholesale debit issuance;

u proceeds from sake of marketable securities;

u principal repayments on joans;

u interest income; and

" fee income.

In management’s opinion, liguidity will be sufficient 1o meet the Banking Croup's present requirements,
fndepeandent Contraf Units

The Bank has an independent internal audit unit (Croup Assurance N2 which reports to the Board, through the Chairman, as well as to the
|Htirnate Parent Bank.

Croup Assurance NZ, as an independent function, has no direct authority over the activities of management. 1 has unlimited access to all the
Bark's activities, records, property and employees. The scope of responsibility of the internal audit unit covers systems of management control
acrpss all business activities and support functions at all levels of management within the Bank. The level of business risk determines the scope
and freguency of individual audits. The Head of NZ Audit reporis for functional purposes 1o the Board and the General Managers Group Assurance
and for administrative puyposes to the Ceneral Manager Risk Management NZ, a member of the Bank's Executive Tearm,

Reviews in respact of risk management systems

Croup Assurance NZ will participate quarterhy in the Management Assurance Programme in order to assess the adeguacy of the governance
framework supporting operationat risk management,

Atimate Parent Bank Croup Assurance’s Portfolio Risk Review unit has a rolling review programme throughout the inancial yvear, which includes
reviews of credit decision-making refating to products provided by the Bank. Croup Assurance N2 also annually reviews the Banl's Operational
Risk framework.

The reviews discussed in this section are not conducied by a party which is external 10 the Banking Croup or the Ultimate Parent Bank.



Note 3 Interest earning assets

and interest bearing liabilities

The Banking Croup

Partod Ended
31 August 2006
0040

interast farning and discount bearing assets
interest and discount bearing liabilities

2,400,491
700,600

Note 4 Income tax expense

The Banking Croup

Perigd Ended
31 August 2006

000
{neome tax axpense
Current tax FOG
Total income 1ax expense 1]
Operating profit before income tax expence 252
Tax calcutated at tax rate of 33 percent B

fxempt dividends
fxpenses not deductible for rax purposes
Other Hems

25

Total income fax expense

1049

Note 5 Impaired assets

The Hank

There are no impaired assets, restruciured assels, past due assets or assets under administration as at 31 August 2006, As a result there are no

individually assessed provisions of collectively assessed provisions as at 31 August 2006,

Note 6 Related entities
Banking Group

The Banking Group consists of the Bank and all #s subsidiaries. As at 31 August 2006, the Bank has two wholly owned subsidiaries:

Name of Subsidiary

Principal Activity

Notes

Westpac M2 Operations Limited
Westpac Securities N2 Umited

Holding Company
Funding Company

Mot carmmmenced trading

Transactions and balances with refated parties are disclosed separately in these financial statements, Both subsidiaries above have a halance date

of 30 September.

The Bank's imynediate parent, Westpac New FZealand Croup Limited has entered into a loan agreement with Westpac Banking Corporation NZ
Branch for §2.4 hiflion. The foan is repayable on demand and subject to standard terms and conditions.

The Bank has a deposit with Westpac Banking Corporation NZ Branch for $2.4 billion. The deposit is subject 1o standard terms and conditions,

Nature of transactions

As at the date of these financial statements, the Bank has not provided loan finance and current account banking facilities to the other members of

the Banking Croup.

Note 7 Ordinary share capital

The Banking Group
31 Angust 2006
Mumber of

Issued Shares

Ordinary shares at beginning of the period

F700,001,000

Shares issued during the period

Ordinary shares at the end of the period b, 700,001,000
£'900

Ordinary shares at beginning of the period .

Shares issued during the period 1,700,001

Crdinary shares at the end of the period 1, 700,001

Vaoting rights

The hoider of the ardinary shares is entitled o full voting rights,
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Notes to the financial statements

Note & Perpetual subordinated notes

These notes have been issued 10 Westpac New Zealand Croup Limited. The notes have no final maturity, but may be redeemed at par only at the
option of the Bank. The notes pay guarterly distributions provided that at the time payment is made the Bank will be solvent immediatsly after
payinent. The notes are direct and unsecured obligations of the Bank and are subordinated to the claims of all creditors (nciuding depositors) of
the Bank other than those creditors whose claims against the Bank are expressed to rank equatly with or afier the claims of the note holder,

Note @ Commitments and contingent liabilities

As at 31 August 2006 the Bank has no commitments or Contingent abiities, other than obligations in relation to assets and labilities which are
expecied to vest in the Bank on | Movember 2006,

Refer 1o Note 22 Proforma vested assets and Habilities (Note (vi) Commitments and contingencies) on page 37 of these financial staternents for
general descrintion of the Bank’s anticipated commitments and liabilities upon such vesting,

Note 10 Maturity analysis

The folowing maturity analysis of monetary assets and habilities is based on the remaining period as at balance date 1o the contractual maturity.
The majority of the longer term maturity assets are vatable vate products. When managing interest rate and liguidity risks, the Banking Group
adjusis this contraciual profile for expected customer behaviour,

The Banking Group
37 Augtst 2006

Legs 1 Month 3 Months b Year Mo
Than o 1+ ] Over Specific
Ar Call 1 Bonth 3 Months i Year 5 ¥Yezrs § Years Maturity Total
rand $oas 008 $o00 3000 $o08 $'000 $'000
Monetary assets
Cash - - - - - - - -
Cuag from related ertities - - 2,400,451 - - - - 2,400,491
Othar monetary assets - - - - - - - -
Total monetary assets - - 2,400,491 - - - - 2,404,491
Non-ronetary assets - - - - - - - -
Total asseis - - 2. A00 491 - - - - 2,400 491
Monetary liabHities
Ceposits at falr valpe - - - - - - -
Deposits at amoftised Cost - - - - - - - -
Othar monetary liahijities - - 238 - - - - 238
Perpetual suhordinated nodes . - - - - - FO0,000 700,000
Othar monetary fiahilities - - - - -
Total monetary Habilitles - - 238 - - - 700,000 700,238
Hon-maonetary fahilities - - - - - - 109 109
Total Habilitles - - 238 - - - FOG 09 700,347
Met aEsets - - 2 AGG 2R3 - - - (700, 100} 700144

Monetary assefs

Cash

Bue from related entities
Othar monetary assets

Total monetary assels
Non-rmonetary assets

Total assels

Monetary llzbHities
Ceposits at falr valpe
Deposits at amofticed cost
Othier monetary liabijities
Perpetual subordinated soles
Other amounis due 10 redated entities
Total monetary Habilities
Mon-monetary itahilities
Total Hahititles

Het sssets
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Note 11 Credit exposures to connected persons and non-bank connected persons

The Reserve Bank defines connected persons 1o be other members of the Ultimate Parent Banking Group and Directors of the Bank, Controfled
entities of the Bank are not connected persons, Credit exposures to connected persons are hased on actual credit exposuras vather than internal
tienits, net of specific provisions and exdude advances 1o connected persons of a capiial nature. Peak end-of-day credit exposures to connected
persons have been derived by determining the maximum end-of-day aggregate amount of credit expaosure over the guarter and then dividing that
amount by the Banking Croup's tier one capital as at 31 August 2006, Credit exposures 1o Connected persans yeported in the table below have
been calcutated on a gross basis,

The Banking Group

The Banking Group Peak Over The

As a1 Three Months Ended

31 Asgust 2006 371 August 2008

Fo00 Food

Cradit exposure 10 connectad persens 2,404,451 240,491
Cradit exposure io connected persens expressed as 2 percentage of ter one capital of the Sanking Croup

at end of period 141.2% 141.2%
Cradit exposure 1o nen-bank connected persens - -
Cradit exposure io non-bank connected persens expressed as a percentage of tier one capital of the

Banking Group at end of pasicd

As at 31 August 2006, the Banking Croup did not have a credit rating contingent limit. The Banking Croup’s exposure to Connected persans was
$2,400,4981,000.

The restrictions on aggregate credit exposures to all connected persons and non-bank connected persons, as set out in the Conditions of
Fegistration expecied to be imposed on the Bank, were not applicable during the three months ended 31 August 2006, as the Bank was not a
registered Bank during that period. Upon the vesting of designated assets and Hahilities in the Bank, and the Bank's commencement of aperations
as a registered bank, on 1 November 2006, the Bank will be compliant with the restrictions in the Conditions of Registration expected to be
imposed on the Bank for connected persons exposures. See the Local incorporation section on page | for further information.

Where a bank is funding a large foan it is common practice to share the risk of a customer defauit with the connected banks. These arrangerments
are cafled risk fay-off arrangements. As at 31 August 2006, the Banking Group had no aggregate contingent credit exposures to connecied
persons arising from visk lay-off arvangements in respect of credit exposures 1o counterparties (other than Counterparties which are connected
persensy. There were no allowances for impairment losses on individua! financial assets against Credit exposures to connected persons as at 3

August 2006,

The aggregate amount of the Banking Croup’s specific provisions provided against credit exposures 1o connected persons was ni as at 31 August
2006,
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Notes to the financial statements

Note 12 Concentration of credit exposures

The Banking Croup The Bark
Fertod Ended

31 August 2008

5008
On-balance sheel credit exposures consises of
Cash
Bue from ciher financial institutions
Cuae from related entities 2,400,491
Other assets .
Total on-balance sheet credit exposires 2 400,491
Analyzis of on-balance sheel credit exposures by geographiral areas
Within Mew Zeakand 2,400,491

Ausiralia and Asia-Paciflc

United Kingdom and Europe

Horth Amaerica

Totzl an-balance sheet credit exposures 2. 400,498
Analysis of on-balance shesy credit exposures by industry
and sConsmlc sector

Coverrment and other public authorities

Agricuftare

Othar primary indaskries

Comrnearcial and financial

Real estate - construceion

Real estate - mortgage

Histalmtent loans and other personal {ending

Subtotal

Bue from related entities 2,400,491
Cther assets -
Total an-balance sheet credit exposures 2. 400,498

Off-batance sheet credit and derlvative exposures by credit equivalent consists of
Contirgent fiabilities and commitments

Cerlvatives

Total off-bajance sheet credit and derivative exposures by credit equbvalent
Analysis of off balance sheet credlt exposuras by industry and economic sector
Covernment and other public authorities

Agricuftare

Othar primary indaskries

Commercial and financial

Real estate - construceion

Real estate - mortgage

Histalment loans and other personal {ending

Total off-bajlance sheet credit and derlvative exposures by credit eguivalant

Credit exposure is determined with veference to actual credit exposures,
Australian and New Zealand Standard industrial Classification {ANZSIC) have been used as the basis for disclosing industry sectors,
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Note 12 Concentration of credit exposures (continued)

Analysis of credit exposures to individual counterparties
The number of counterparties to which the Bank has a credit exposure equal 1o or greater than 0% of the Banking Group's equity is shown Below,

Paak Epf-of-Day
for the Thres

Ay at Months Ended
i0- 204 of 3§ August 3 August
Banking Croup's equity 2006 2006

individual counterparttes
Eank Countarparties -
Mon-bank coumderparties
Closely related counterparties
Eank Countarparties

Maon-bank counterparties

The peak end-of-day exposure and as at exposuras have been calculated by determining the maximum end-of-day aggregate amount of credit
exposure over the three months ended 31 August 2006 and then dividing that by the Banking Croup’s equity as at 31 August 2004, Credi
exposure used in the above calculations is determined with reference 1o actual credit exposures. Credit exposuras 1o individual Counterparties
{not keing members of a group of closely related counterparties) and to groups of dosely related counterparties do not include exposures to those
courerparties if they are recorded cutside New Zealand nor exposures to connected persons or any OECD government, These calculations relate
ohly to exposures hetd in the finandial records of the Banking Group and were calculated net of specific provisions.

The aggregate amotrtt of the credit exposure and percentage of the Group's equity 10 which the Banking Croup has a credit exposure egual to or
greater than F0% of the equity is shown below,

10 - 208 of As 2l 31 Apgust 2006

Banking Croup's eguity £'400 %
individual countarparties

Hank Coanterparies:

Credit rating of 888 and ahove

Credit rating ketow BEB- -

Withowot Investrment grade credic rating
Maon-bank courterparties:

Credit rating of 888 and ahove

Credit rating ketow BEB-

Without Investirerd grade credit rating -
Closaly refated counterpartias
Hank Counterpariies:

Credit rating of 888 and ahove

Credit rating betow BEB-

Without Investrnent grade credit rating -
Maon-bank courterparties:

Credit rating of 888 and ahove -

Credit rating betow BEB-

Withoot Investmirent grade credit rating

The Banking Croup predominanthy has its market related contracts {derivatives) with ather financial institutions (which inciude other banks and
carporates) and the Croup.
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Note 13 Concentration of funding

Notes to the financial statements

The Sanking Croup
Farlod Ended

31 August 2008
£'000

Funding conslsts of

Ceposits at fair vajue

Deposits at amortised cost

Perpetual suhordinated moees

Othar amoanes due o related emities

FO0O00

Toral funding

70,000

Analysis of funding by product
Savirg accounts

Certificates of deposits

Bemarnd deposits

Gther deposits and bBorrewings
Perpetual suhordinated notas

700,000

Subtoral

Dae eo other financial Institutions
Gther amounis dog to redated emities

FO0.000

Total funding

FOO.000

Analysis of funding by geographical areas
Hew Zealand

Ausiralia and Asia-Paciflc

United Kingdom and Europe

Horth Amaerica

TOR000

Total funding

FO0.000

Analysis of funding by industey sector
Coverrertent and other public authorities
Agrlcukture

Othar primary indastries

Commercial and financial

Househoids

FOO000

Subtotal
Other amounis dog to redated emities

TG 000

Total funding

740,080

Note 14 Fair value of financial instruments

Quoted market prices, when avaitable, are used as the measure of fair values, Where guoted market prices do not exist, fair values presented are
estirnates derived using present value o other market accepted valuation technigues. These technicues involve uncertainties and are affected by

the assumptions used and judgements made regarding risk characteristics of various financial instruments, discount rates, estimates of future

cash flows, future expected loss experience and other factors, Changes in assumptions coubd significantly affect these estimates and the resulting

fair values,

The fair value estimates were determined by application of the methods and assumptions described helow,

Certain short term financial instruments
For cash and short term liguid assets, amounts due from other banks with maturities of fess than three morhs, and other types of short term

financial instruments recognised in the balance sheet under ‘other assets’ and 'other Habiliies’, the carrying amount is equivalent to the fair value,

Hoating rate fnancial instruments
For floating rate financial instruments fincluding variable rate loans which comprise a portion of the Banking Group's toan porifolio) with no

significant change in cradit visk, the carrying amount is a reasonable estimate of fair value.

Trading securities

Far trading securities, the fair values, which are also the carrving amounts, are based on guoted market prices.

Dye from other financial institutions and fixed rate loans

For amounts due from other finandal institutions with maturities of three months or more and fully performing fixed rate loans, the fair values
have been estimated by reference to curreny rates at which similar advances would be made to financial institutions and other borrowers with a
sieniiar credit rating and the same remaining maturities.



Note 14 Fair value of financial instruments (continued)

Due to other financial institutions, deposits and debt issues

The fair value of demand deposiis is the amount payabls on demand as at balance date. For other Habifities with maturities of fess than three
maonths, the carrying amount is a reasonabls estimate of fair value.

For liabilities with maturities of three months or tonger, fair values have been based on quoted market prices, where such prices exist. Otherwise,
fair values have been estimated using the rates currently offered for similar labilities of similar remaining maturities,

Commitments to extend credit, financial guarantees, performance bonds and letters of credit
Far commitments, financial guarantees, performance bonds and fetters of credit, no fair values have been ascribed on the basis that these financial
instruments generate ongoing fees at the Banking Group’s Curvent pricing levels,

Exchange rate and interest rate contracts

For exchange rate and interest rate contracts, fair values were obiained from quoted market prices, discounted cash flow models or option pricing
modeis as appraptiate. The carrying armount and fair value for these contracis are induded i ‘other assets’ or ‘other liahilities’ as applicable.

The Banking Group

3t August 2006 3¥ August 2006
Carrying Estirmated
Amount Fafe Walue
000 §'o00
Financial assers
Cash -
Due from othter financial institutions - -
Due from related entities 2,400,451 2 406,491
Qrher financial assets . .
Total financhal assets 2,400,491 2,400,493
Man-financial assets - -
Total agsets 2,400 4581 2. 400,488
Financiat Hahithties
Deposlis at Falr value -
Deposits al amartised cost - .
Jther financial liabites 23R 238
Perpelual subrordinated notes 00,000 TO0,000
Other amounts due to related entities - -
Total financial labilities 700,238 VOO238
Man-financiad liabilisdes o9 109
Total liabiities TOH,347 780,347
The Bark

fingncial assets

Cash

Tue from other financial institutions
Dule from related entities

Other financial assets

Total financial assats

Nan-financial assets

Total assets

Financial Babilities

{deposits ar Fair value

Deposits at amortised cost

Other financial liabHities

ferperual subordinated notes

Other amounts due to related entities
Totat financial liabilitias
Nan-financial liabilities

Torat liabilities
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Notes to the financial statements

Note 15 Interest rate risk

Sensitivity 10 iterest rates arises from mismatches in the interest rate characteristics of the assets and thelr corvesponding liability funding, One
of the major causes of these mismatches is timing differences in the repricing of the assets and habilities. Thess mismatches wilf be actively
managed as part of the overall interest rate risk management process which is conducted in accordance with Croup policy guidelines.

The fotiowing table represents a breakdown of the earlier of the contraciual repricing or maturity dates of the Group's net asset position as at 31
August 2006, The Group uses this contractual repricing information as a base, which is then akliered 1o take account of consumer behaviouy, to
manage s interest rate risk. A detailed description of the Banking Group’s interest rate visk management framework is provided in Note 2.

The Banking Group
31 August 2006

kess b Moath 3 Months 1 Year 2 Years 3 Years 4 Years None Weighted
Than 0 i34 tw fiz] o 0 Over Interest Average
i Month 3 Months t Year 2VYears 3 Years 4 Years 5 Years 5 Years Bearing Total Interast
FHH §000 PO PHH} Fo6e 5000 $000 3000 PO60 FO000  Rate it
Financiaf assets
Cash . - . . . - - - . . .
Brae from related entities . 2,400,491 . . - - i - . 2 &} 451 745
Other financial assets . B B . B B - . .
Toal financial assets . 2,400,491 . . - - . . . 2,400,491 -
Nen-finandial assets - - . - - - . - - - -
Total assels . 2,400,491 - : . . : . : 2,400,491
Financial lizbHities
Beposits at fair value . “ . . . . B . . . .
Breposits at amertised cost . B . . B B - " . .
Other financial Habifities . - f . . - . - 238 238 -
Perpertual subordinated notes . 700,000 . . . - " - - 704,000 8.38
Other amoants due to refated entities “ B B . . B - B . . .
Total financial Hakilities f 700,000 . . . . - . 238 238 -
Nen-finandial tiabilities . . . . . . B . . 10U
Total tiahitities - 700,000 - - . . - . 738 F{H) 547

Off-batance shest financial instruments
Het intarest rate contracts (principal)
Receivable/(payabie) . . . . N N .

The weighted average interest rate is cafcidated exchuding non-interest bearing assets and liabilities.

The Bank

Firanclal assess

Cash

Bue from related entities
Other financial assets
Total financial assels
Non-finandial assets

Total 3ssels

Finanelal liabHities

Ceposits at fair vajue

Ceposits at amortised cost

Other financial Habltities

Perpetual suhordinated noes

Other amounis dog to refated entities

Total financiat abliites

Non-finandial liabilities

Toial Habilitles

Off-batance sheat financlal Instruments |

Net interest rate contracts (principal): ;
Rereivable f{payabie)

The weighted average interast rate is cafcated excluding non-interest bearing assets and liabilities,
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Note 16 Capital adequacy

The Banking Group
3t Augeust 2006

Capital adequacy rafios
Teer | capital as a percentage of risk weighted exposares
Tetal capital expressed as a percentage of the risk weighted exposure

35405
45349.5%

feserve Bank of Mew Zeatand rminimem ratigs:
Fier 1 capital as a percentage of risk weighted exposures
Total capital as a percentage of risk weighted exposuores

4.0%
8.0%

The information contained in the table below has been derived in accordance with the Conditions of Registration which the Bank expacis will be
inposed on it pursuant 1o section 74 (4) (b} of the Reserve Bank of New Zealand Act | 989 which refate to capital adequacy and the document

emitled Capital Adeqguacy Framework (B52}) issued by the Reserve Bani,

For the purposes of calculating the capital adequacy ratios for the Bank, wholly owned and wholly funded subsidiaries of the Banking Group are
consolidated with the Bank. in this context, whotly funded by the Bank means that there are no Habilities {including off-batance sheet obligations)
to anyone other than the Bank, the inland Revenue Department and trade creditors, where aggragate exposure 1o trade creditors does not exceed
5% of the subsidiary’s shareholders’ equity. Wholly owned by the Bank means that alf eguity issued by the subsidiary is held Iy the Bank.

The Banking Group

3T Augusy 2006

§'000

Tier T capltat
Pald in share capital 1 700,004
Revenue and simiar reserves -
Current period's retained profits i43
Less deductions from Toral capital
Coodwil -
Otbser intangibde assets -
Cash fiow hedging reserve -
Total Tier 1 capitat 1,700,144
Tier 2 capital - tUpper tevel Tier 2 capital
Perpetus subordinated notes TO0,000
Tier 2 capltal - bower level Ther 2 Capital -
Total Tier 2 Capital 700,000
Total Tier b oeapital plus Tier 2 capital 2,486,144
Less deductions from Toral capiral -
Caei!&i 2,400,144
Total isk-weighted exposares
Jr-balance sheel exposures ARG, 008
Jff-balance sheet exposures -

430,008

3t March 2006
3

30 September 2005

The Bank

Minimum Capita
Adequaty Ratio
Specified by APRA

% S
{iltbmate Parent Bank Group
Tier One Capital, expressed as a percentage of risk waighted expeosures &.8 1.2 4.0
Cagpital, expressed as 2 percentage of risk weighted exposures 8.7 9.7 .40
{iktbmate Parent Bank
Tier One Capital, expressed as a percentage of risk waighted expeosures &.3 6.5 4.0
Capital, expressed as 2 percentage of risk weighted exposures 4.5 9.4 2.4

The Uitimate Parent Bank Group and the Ultimate Parent Bank are subject 1o the caphial adequacy requirernents as specified by the Australian
Prudential Reguiatory Authority CAPRA™, The capital adequacy requirements are based on the framework proposed by the Basel Committes on
Banking Supervision, which have been endorsed by banking supervisory authorities in the G190 and other industrial countries. Under these
reguirements, the Yhimate Parent Bank Croup and the Yitimate Parent Bank are required to hold minbrmum capital 2t least equal to that specified

under the Basei framework.,

The Uitimats Parent Bank Group and the Ultimate Parvent Bank exceeded the minimum capital adeguacy reguirements as specified by APRA as at 33
March 2006, The minimurm capital adequacy reguirements specified by APRA are at least egual to those specified under the Base! framework.
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Note 16 Capital adequacy (continued)

Risk weighted exposures

Notes to the financial statements

The risk weighted exposures are derived in accordance with the Reserve Bank of New Zealand’s Capital Adequacy Framework {the Framework’} as
required by the Registered Bank Disclosure Statement tfull and Half-Year — New Zealand Incorporated Registered Banks) Order 2005 (New

Featand).

The current exposure method has been used to calculate the credit equivalent of all market related contracts.

Calealation of on-balance shest sxposures

The Banking Group
3T Augusy 2006

Risk
Prireelpal Welghted
Amount Risk Expostre
18068 Welghting 1608
Cazh and shorl term claims on government 0%
Lortg Eertn ckaims on gavernmeni - 31 -
Cialmis on banks 2,400,491 20% 480,098
Claims o public sector entities - 20% -
Residential mortgages SO0
Other assets 100%
Non-rlsk weighted assets - -
Total on-balance sheet exposures 2,400,491 480,098
Cafeplation of off-balance sheet securitised mortgage exposures
Off-bajance sheet securitised mortgage exposure -
Calculation of off-balance sheet amd derivative exposures
The Banking Groug
3 August 2008
Credit Average Risk
Privichpal Credit Equivalent Counterparty Welghted
APRROUNT Converslon ArROUNY Risk EXposurg
o060 Factor $'666 Welghting 3666
Biract credit substitutes - - -
Total direct credit sabstitutes -
Commitimenis - B _
Total rommitments
Market refated contracts {derivatives)
Totzl market refated contracts (derhvathves) -
Totat off-bajance sheat and derlvative exposuras - - -
Total risk welghted exposures 480,008
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Note 16 Capital adeguacy (continued)

Calculation of on-balance sheet exposures

Cash and shoft term Claims on government
Loy termt claims on governmernd

Claimis on hanks

Claims on pube sector entitfes

Fesiderdial mortgages

Other assets

Maon-risk welghied assets

Taotal on-batance sheet exposuras

Cafeulation of off-balance sheet securitised mortgage exposores

Off-balance sheet securitised mortgage exposures

Caleulation of off-balance sheet and derfvative sxposure

Dhrect credit substitutes

Total direct cred substitutes

Commilments

Totat ¢ It 15

Market related contracts iderivatives)

Total market related contracts {derivatives)
Total off-Balance sheet and derbvathve sxposures
ﬂ rigk weighted EXPIEHIES
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Notes to the financial statements

Note 17 Segment information

The Banking Group will operate predominantly in the finance and residential morigage industries within New Zeatand.

The basis of segment reporting reflects the management of the business within the Banking Group. The business segment resuits have been
presented on a management reporting basis and consequently internal charges and transfer pricing adjustments have been reflected in the
performance of each business segment. ntersegment pricing is determined on an arm's tength basis,

Frienary reporting ~ business segmaents

The business segments are defined by the customers they service and the services they provide. The Retall segment is responsible for servicing
and product developrment for consumer and smaller to medium sized customers within New Zealand, and includes the majority of the Corporate
Head Office functions that exist within New Zealand. The Other Banking segment inciudes the results of external funding activities as well as
activities that cannot be directly attributable 1o the Retail segment within the New Zealand geographical area.
The Banking Group
Ferlod Ended 37 August 2006

Other
Retald Banking Total
I GO $'000 1000
RevarUe from external customers - - -
fraernal charges’ - - -
Total segment revenug - - -
ngerest income A& . 450
ierest expense 3y . {161}

fraernal charges’ . . N
Net ingerest incorme 329 - 120
Per por-irerest infome - - -
fraernal charges’ B . N

Net aperating intome 329 - 320
Cepreciation and amortisation . - -
Gther operating expenses {¥7 - 77
fraernal charges’ - - -
Total operating expenses {771 - {77}

Hmpairment fosses o foans and advances . . N
Revarsals of impairment 1osses on joans . . .
Net profit before Income tax exparse 252 - 252

fncome tax expense (E08)
Set profit after Income tax expense ateriburable to intragroup minority interests in subsidiary companies 143
Net profit afier income tax expense atiributable to equity holders of the Banidng Group 143
External assets -
fraragroup assets 2,400,441
Totat gssels 2,400,451
External liabilities -
fmragroap Habililes Foo0,238
Tax liabilites HID
Totak Babilides FOG 347

Acgulsition of property, plant and eguipment and Intangible assels - - -

Internaf charges are liminatad at the uitimate parent evel.
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Note 18 Auditors’ remuneration

The Banking Oroup
Pericd Ended

3T Angusr 2004
5000

Agiditor of the parant entity
Audlt services 77
Other services:
Further assurance services -
Tax services -
Total remuneration for andit and non audlt services 77

ft is the Barniing Group’s policy to employ the external auditors on assignments additional to their statutory audit duties only if their independance
is not impaired or seen to be impaired, and where thelr expertise and experience with the Banking Croup is important. As described abowve, these
assignments relate grincipally to regulatory reporting, taxation services and other assurance services. The amounis disclosed abave are GST
inchusive.

Note 19 Key management disclosures

key management personnel are defined as being Directors and senior management of the Banking Croup. The information relating to the key
management personne! disclosed includes transactions with those individuals, thelr cose famiby members and theilr controlled entities. There
have been no transactions with any of the key management gersonne! during the period.
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Notes to the financial statements

Note 20 Securitisation, funds management and other fiduciary activities

Securitisation

As at 31 August 2006, the Bank had no securitised assets nor did it have any involvement in the orgination of securitised assets or the marketing
of servicing of securitisation schemes,

Funds management and other fiduciary activities
As at 31 August 2006, the Bank did not have any involvement in any trust, cusiodial, funds management or other fiduciary activities,

Involvernent with the Ultimate Parent Bank Group

Financial services provided by, and assets purchased from, any member of the Ultimate Parent Bank Group are on arm's length terms and
conditions at fair value.

Risk management

The Uldmate Parent Bank Group has in place policies and procedures to ensure that if any marketing or distribution of any insurance products or
any of the activities identified abowve are carvied out by the Banking Croun, they are canducted in an appropriate manner. Shouid adwerse
investment or liguidiny conditions arise it is considered that these policies and procedures will minimise the possibility that those conditions would
impact adversety on the Uitimate Parent Bank Group. The policies and procedures referred 1o include comprehensive and prominent disciosure of
information regarding products, and formal and regular review of operations and policies by management and auditors.

White these arrangements are expected to minimisse any adverse impacis on the Ultimate Parent Bank Group of difficelties arising from the
activities identified abowve, it is not certain that the arrangaments would ensure that no such adverse impacts would arise. Accordingly, there is no

arrangerment i place to ensure that difficuides arising from the activities identified above will not impact adversely on the Ulthmate Parent Bank
Croup.

Note 21 Insurance business

As at the date of these financial siatements, the Baniing Group did not conduct any insurance business and has not been invobsed in the
marketing and distribution of insurance products. ks anticipated that, suhject to the Bank’s application for registration as a registered bank being
successful, the Bank wilf market and distribute both ife and general insurance products. The life insurance products will be underwritten by
Westpac Life — N2 — Limited. The general insurance products will be underwritien by external third party insurance companies. Disclosure
statements will be made in all marketing material that the producis are underwritten by those companies and that the Bank does not guarantee the
ohligations of, or any producis issued by, those companies,
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Note 22 Proforma vested assets and liabilities

As set out in the Local incorporation section on page |, it is anticipated that certain assets and Habifities of the New Zealand branch of the Ultimate
Parent Bank to be designated in the Propesal Approval Orvder will vest in the Bank on 1 Movember 2006, This note has been prepared to provide
geidance an the Bank's financial position as at | November 2006 by displaying a proforma balance sheet and supporting notes prepared on the
basis of the vesting of the designated assets and Habilities from the business units of consumer banking, business banking and corporate support,
as they are expected to be designated in the Praposal Approval Order, having occurred on 31 August 2006,

The proforma balance sheet is prepared onby in respect of the Bank and does not include any investment in subsidiaries in relation 1o the entities
which are expected to be soid to the Bank on or about the time of registration. The proforma finandial information aggregates data from the
financial statements of the Bank as at 31 August 2006, and data from the general ledger of Westpac Banking Corporation’s New Zealand Branch as
at 3§ August 2006 relating to those assets and liabilities that are proposed to vest in the Bank on | November 2006,

The accounting policies in Note | have been applied 1o the preparation of these proforma accounts. This note is intended as a guide ondy and is
not 2 statemert of the actual position as at | November 2006, As the assats and Habitity profite of NZ Branch will change as a resubt of normal
business between 31 August 2006 and | November 2006, the assets and llabilities which will vest in the Bank on 1 NMovember 2006 almost
ceriainhy will ditfer from the amounts disclosed in this note,

The Bank
31 August 2006
Nota §'m
Assets
Cash 3k
Due from other financial institutions
Derivative financial instriments
Other financial assets at fair vatue .
Other frading assets 1,000
{oans (),0i6) 35,881
De from related entities () 4
investments in refated entities .
Goodwill and other intangible assets BOZ
Property, plant and equipment 24
ihcme tax receivabie
Defarred fax assets 68
Other assers jEL]
Tatal assets 37,518
Lass:
Liahilities
{ue 1o other financial insyitetions Fi
{Deposits ag fair value €] & 397
{eposits at amartised cost (vl 23,208
{Derivative financial instruments 3
Other trading Habitities
Current tax liabilites
Deferred tax liabiities -
Frovisions 56
Other Habilities 361
Totat liabitities excluding due to refated antities 28,032
Perperual subordinated notes 2060
Other ameounis due 1o related entities () 7 486
Total abilitles 35,218
Mat assels 1,700
Represeniad by:
Equity
Ordinary share rapital 1,700
fetained profits -
Total equity 1 700
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Notes to the financial

Note 22 Proforma vested assets and liabilities {continued)

Note (i Loans

statements

The Bank
Az Ar
31 August 2006
I'm
Overdrafis 553
Credlt card outstandings 930
Overalght and at call money rrarket foans i8558
Term loans:
Houslng 24,054
Nat-hoasing 8,588
Gther -
Totat gross {oans 36,121
Provisions for impairment osses an loahs 164G
Total net loang 35 981
Note (i} Impaired assels
The Bank
As AF
31 August 2008
F'm
Gross individually impaired assets 45
tndividually assessed provisions {15}
Het individually impaired agsels 30
Gross individually impaired assets excuding restructured assets 45
Restruftured assets -
Yotalf gross individually impaired assets 48
tdividually assessed provisions 1%
Colfectively impaired provision 138
Total mpairment provisions 15%
Provisions for impatrment fosses on loans 144G
Provisions for impairment fosses on off-baiance sheet credit exposures 13
Total impairmen: provisions 153
Past due assets' 40

Other agsets under administration’

Past due assets and other assets under administration are ot impaired assets.,
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Note 22 Proforma vested assets and liabilities (continued)

Note {if) Interest bearing assets and interest bearing liabilitles

The Bark
As At
31 August 2008
§'m
interast earning and discourd bearing assets IFE22
interast earning and discount bearing liabilities 33,795
Note {iv) Deposits
The Bank
L
31 August 2006
§'m
Deposits at fair value
Cerfificates of deposit 4,397
Total deposits at falr value 4,367
Deposits at smortised cost
Man-inlerest hearing, repayable ar cali 1,983
Obrer ingerest hearing:
Ag call o.003
Term 12,242
Total deposits at amortised cost 23,208
Total deposits 27 605

Note {v} Related parties

ft is articipated that on of about the thme of registration as a bank (for details refer to Local incorporation section, page 1}, the Banking Group will
include the following subsidiaries:

Mame of Subsidiary Principal Activity Notes
Westpac MZ Operations Limited Holding company
The Warehouse Financial Services Limited Financial services company 51 percent owned
Westpac (NZ) investments Limited Property owning and capital funding company
Westpac Securities NZ Limited Funding company
The Home Mortgage Company Limited Residential mortgage company

The Home Morigage Comparry Limited, The Warehouse Finandal Services Limited and Westpac (N2} Investments Limited are expected to be sold
10 the Bani by Westpac Holdings - NZ - Limited (3 member of the Ultimate Parent Banic Croup} at net asset value. Al entities in the Banking Group
wiff be 100% owned unless otherwise stated. All entities within the Banking Group have a balance date of 30 September and ave incorporated i
MNew Zealand.

f is afso anticipated that Westpac Holdings - NZ - Lirmited will transfer {on or Iy 1 Novernber 2006} its interest in the following MNew Zealand
industry-based initiatives as isted befow:

" Cards MZ Limited;
] Electronic Transaction Services Limited: and
] interchange and Seitlement Umited,

I the event of the wransfer, the Banking Croup will not exercise significant influence over these entities and therefore they are not classified as
associates,

t addition 1o the above entities, the principal related parties of the Banking Croup are other sighificant divisions of the Ultimate Farent Bank,
based in Londan, Hong Kong, Sydney, Mew York, Tokyo and Singapore.
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Notes to the financial statements

Note 22 Proforma vested assets and liabilities {continued)

Note (v} Related parties {continued)
Nature of transactions
Subject to the Bank's registration as a registered bank, the Bank may offer such facilities such as loan finance on normal commercial terms.,

Subject to the Bank's registration as a registered bank (ses Local incorporation section on page 1), the Bank may enter into the following

transactions:

{a} From the I November the sale of life insurance products by the Bank on behalf of other members of the Uliimate Parent Bank Group. The
Bank may receive commission from these sales;

{hy  management fees may be paid by members of the Banking Group for certain operating costs incurred by the Bank;

icr rental income may be paid by the Bank to Wesipac (NZ) investments Limited;

{dy a member of the Banking Group may provide funding 1o the Bank. Management fees will be paid by the Bank for these services;

{e} ihe Banking Group may receive overnight funding frorm the London branch of Westpac Banking Corporation on an as neads hasis;

i the Bank may guarantee all payment obligations in respect to debt issues issued by the Banking Croup; and

{gy derivative transactions may be entered into with other members of the Banking Group and the Uitimate Parent Bank Group in the normal

course of business. Management systems ang operational controls will ke in place to manage any resulting Wterest rate oF Currency risk.
Accordingly, it is not envisaged that any lability resuking in material foss wilf arise from these transactions,

In armounts due to related entities 57 486 milion represents the baltance due on vesting day by the Bank for the assets and Habilities from New
Zeatand Branch of the Ultimate Parent Bank as designated in the Proposal Aparoval Order,

Note {vi} Commitments and contingencies

It is anticipated that on | November 2006, designated Habilities will vest in the Bank (see the Local incorporation section on page ). Stect io the
vesting taking effect, the Banking Group will have the following commitments and liabilities:

{a} The Banking Group will be a party to financial instruments with off-batance sheet credit risk in the normal Course of business to meet the
financing needs of its customers and in managing its own risk profile. These financial instruments include commitments to extend credit, hill
endorsements, financial quaraniess, standby letters of credit and underwriting facifities.

{hy  The Banking Croup will have exposure 1o credit 1oss in the event of non-performance by the other party to such financial instruments as
represented by the contract or notionat amount of those insiruments. However, soime commitments to extend credit and provide
underwriting facitities will be able to be cancelled or revoked at any time a1 the Banking Croup's option.

icr The Banking Croup will use the same credit policies in making commitments and conditional abligations as it does for on-balance sheet
instruments,

{dy The Banking Croup will take collateral where it is considered necessary 1o support, both on and off-balance sheet, financial instruments with
credit sk, The Banking Croup will evaluate each customer's credit worthiness on a case-by-case basis. The amount of collateral taken, if
deemed necassary, on the provision of a financial faciity will be based on management’s credit evaluation of the counterparty. The collateral
that may be taken will vary but may include cash depasits, recebvables, inventory, plant and eguipment, real estate and investments,

{e}  The Banking Croup will hava other contingent Babilities in respect of actual and potential daims and proceedings, and obligations in respect
of any action of encuiry that has been, or may be, made by the Bank’s regulators and which has not been resobved by the time of vesting, An
assessment of the Banking Group’s Hkely loss in respect of these matters will be made on a case-by-case Basis and provision made where
appropriate.

{fi  Itis anticipated that the Bank will have a contingent lability, which arises from it holding an investment in Cards NZ Limited (Cards NZh
Cards NZ, as a group member of Visa International, is responsible for the obligations {including settiement} of its members. Additionally,
there are cross guarantee obligations for the Asia-Pacific region. There are caps in raspect of both these ebligations and reserves are held by
Cards NZ 1o cover the non-performance of any of its members. 1t is not envisaged that any Hability resulting in a material ioss 1o the Bank will
arise from these contingencies,

{gy The Bank will guarantee certain obligations of Wesipac Securities NZ Limited under funding programmes that provide funding to the Bank.

{hy  The Bank will tease the majority of the properties it occupies. As is normal practice, the lease agreements Contain ‘make good' provisions,
whttch require the Bank, upon termination of the lease, to return the premises 1o the lessor in the original condition. The maximum amount
pavable by the Bank upon vacation of alf leased pramises subject to these provisions is estirated to be 914 miflion. The Bank believes it is
highly unlikely it would incur a material operating 1oss as a result of this in the normal course of s business aperations,

Note (vil} Insurance business

The Bank wifl be engaged in insurance usiness on behalf of the Ultimate Pavent Bank from 1 November 2006 anwards,
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188 Quay Strest

Private Bag 82162
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Telephona +64 9 355 8000
Facsimile +84 3 355 8001

Auditors’ Report
To the shareholders of Westpac New Zealand Limited

We have audited the financial statements on pages 2 to 37. The financial statements provide
information about the past financial performance and cash flows of Westpac New Zealand Limited
{the Bank’) and its subsidiaries (logether with the Bank, ‘the Banking Group’} for the period ended
31 August 2006 and their financial position as at that date. This information is stated in accordance
with the accounting policies set out on pages 7 to 15.

Directors’ Responsihilities

The Bank’s Directors are responsible for the preparation and presentation of the financial
statements which give a true and fair view of the financial position of the Bank and the Banking
Group as at 31 August 2006 and their financial performance and cash flows for the period ended
on that date.

Auditors’ Responsibilities

We are responsible for expressing an independent opinion on the financial staiements presented
by the Directors and reporting ocur opinion to you.

Basis of Opinion

An audit includes examining, on a test basis, evidence relevant to the amounis and disclosures in
the financial statements. it also includes assessing:

{a) the significant estimates and judgements made by the Directors in the preparation of the
financial statements; and

{b) whether the accounting policies are appropriate 1o the circumstances of the Bank and the
Banking Group, consistently applied and adequately disclosed.

We conducted our audit in accordance with generally accepted auditing standards in New Zealand.
We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary to provide us with sufficient evidence fo give reasonable assurance that the
financial statements are free from material misstatements, whether caused by fraud or error. In
forming our opinicn we also evaluated the overall adequacy of the presentation of information in
the financial statements.
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Auditors’ Report
Westpac New Zealand Limited

We carry out other assignments on behalf of the Bank and the Banking Group in the area of
taxation. in addition, certain pariners and employees of our firm may deal with the Bank, the
Banking Group and the New Zealand Branch of Westpac Banking Corporation on normat terms
within the ordinary course of trading activities of the Bank, the Banking Group and the New
Zealand Branch of Westpac Banking Corporation. We have no other interests in the Bank or the
Banking Group.

Unquatified Opinion
We have obtained all the information and explanations we have required.
In our opinion:

{a) proper accounting records have been kept by the Bank as far as appears from our
examination of those records; and

{b) the financial statements on pages 2 to 37:
{i) comply with generally accepied accounting practice in New Zealand,; and
{iiy give atrue and fair view of the financial position of the Bank and the Banking Group
as at 31 August 2008 and their financial performance and cash flows for the period

ended on that date.

Our audit was completed on 3 October 2006 and our unqualified opinion is expressed as at that
date.

Chartered Accountants Auckland
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