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CREDIT SAIL LIMITED

Results for announcement to the market

Reporting Period

1 January 2010 to 30 June 2010

Previous Reporting Period

1 January 2009 to 31 December 2009

June 2010 Amount Percentage change
Revenue from ordinary activities NZ$1,229,290 -59.81%
Profit (loss) from ordinary NZ$21 112.43%
activities after tax attributable to
security holder.
Net profit (loss) attributable to NZ$21 112.43%
security holders
2009
Revenue from ordinary activities NZ$3,058,947 -73.27%
Profit (loss) from ordinary NZ$(169) -176.82%
activities after tax attributable to
security holder.
Net profit (loss) attributable to NZ$(169) -176.82%

security holders

Interim/Final Dividend

Amount per security

Imputed amount per quality

N/A It is not proposed to pay Not Applicable
dividends.

Record Date Not Applicable Not Applicable

Dividend Payment Date Not Applicable Not Applicable

For the purposes of Appendix 1 we attach the Financial Statements of Credit Sail Limited (being its
half year report for the purposes of Listing Rule 10.5.2)




Comments:

(i) the earnings per security and the nature of any dilution aspects - No Comments

(ii) returns to shareholders including any distributions and buy backs - NIL

(iii) results of segments that are significant to an understanding of the business as a whole -
NIL

(iv) material factors affecting the revenues and expenses of the group for the current
reporting period — NIL

(v) significant trends or events since the end of the current full year — NIL

(vi) changes in accounting policies since the last half yearly report — NIL

(vii) management's discussion and analysis of the financial condition, result and/or
operations (this should contain forward looking statements that should outline where
these involve risk and uncertainty) — During the year there were a number of ratings
downgrades and credit events in the portfolio collateral, which are Momentum CDO
(Europe) Limited Series 2006-16 Notes (the Momentum Notes) and consequently
subsequent ratings downgrades in the Credit Sail Notes. The Credit Sail Notes were
rated CC-p N.R.i. by Standard & Poors (a division of the McGraw-Hill Companies,
Inc.) as at 13 March 2009. The underlying collateral (the Momentum Notes) are valued
using a pricing model which takes into account certain assumptions, including the
spreads of the underlying credit, default correlation in the reference portfolio, tranche
subordination and time to maturity, among others. As a result of the credit events in the
underlying portfolio, relating to a number of reference entities including Lehman
Brothers Holdings, Inc., Washington Mutual Inc., Glitnir Banki hf, Landsbanki Islands
hf , Kaupthing Bank hf and Idearc Inc, there has been a significant decline in both the
value of the Momentum Notes and the Credit Sail Notes. On 11 May 2009, the
Company was informed that the nominal amount of the Momentum Notes would be
reduced to NZD Nil on the scheduled maturity date as a result of credit events in the
Momentum Notes reference portfolio. Since the Momentum Notes would be reduced to
NZD Nil on the scheduled maturity date, the holders of the Credit Sail Notes will not
receive their principal back and the Credit Sail Notes will be redeemed at NZD Nil, plus
the holder’s pro rata share of the residual monies, equal to NZD 1,067,239, plus interest
which was prorated upon the unwind and termination of the Credit Strategy on 17
November 2008. At 30 June 2010 the residual monies were NZD 2,186,831 (2009: NZD
1,988,390).

(viii) Exposure to market, credit, interest rate and liquidity risk arises in the normal course of
the Company’s business. The risks have been managed through the issue of limited
recourse Notes which only have recourse to the Company’s assets which have been
pledged to New Zealand Permanent Trustees Limited. The assets (excluding the
proceeds of the ordinary share issue and transaction fee received) and liabilities of the
Company have been structured to ensure that they are equal and that there is no residual
risk to the Company. There have been no changes to the way that the Company manages
its risk in the year.




Distribution of Notes as at 30 June 2010

Size of Number of Percentage of Number of Percentage of
Noteholders Noteholders Noteholders Notes Notes
1 -5,000 183 11.90% 912,500 1.00%
5,001 - 10,000 427 27.76% 4,070,000 4.44%
10,001 - , 0
100,000 871 56.63% 28,763,400 31.44%
100,001 and 57 3.71% 57,754,100 63.12%
over
1,538 100.00% 91,500,000 100.00%

The current credit rating status

At the period end the credit rating status of the Credit Sail Limited Notes is CC-p N.R.i as rated by
Standard and Poor’s on 13 March 2009. The subscript 'N.R.i.' means that the interest on the notes is
not rated. Since the Momentum Notes would be reduced to NZD Nil on the scheduled maturity date,
the holders of the notes will not receive their principal back and the notes will be redeemed at NZD
Nil, plus the holder’s pro rata share of the residual monies, equal to NZD 1,067,239, plus interest
which was pro-rated upon the unwind and termination of the Credit Strategy on 17 November 2008.
At 30 June 2010 the residual monies were NZD 2,186,831 (2009: NZD 1,988,390).

NZX waiver0073

NZX granted Credit Sail Limited waivers from NZX Listing Rule 7.1.11 and Appendix 2, to enable
the minimum amount to be invested in Credit SalLS and the Minimum Holding of Credit SaILS (as
defined in Appendix 2 of the NZX Listing Rules) to be $5,000.

The details of any exercise of NZX’s power to (a) cancel the listing; (b) cancel, halt or suspend
the quotation of Credit Sail Limited notes; or (c) refer the conduct of Credit Sail Limited, a
Director or an associated person to NZX Discipline or any statutory or governmental authority
For the period ended 30 June 2010 the NZX has not exercised any power to (a) cancel the listing, or
(c) refer the conduct of Credit Sail Limited, a Director or an associated person to NZX Discipline or
any statutory or governmental authority, in relation to Credit Sail Limited, its Directors or any
associates. However the NZX exercised power to (b) suspend the quotation of Credit Sail Limited
Notes on 8§ March 2010 due to the late issuance of the un-audited financial statements for the year
ended 31 December 2009 as these were not issued within five business days of the due date, 1 March
2010. Credit Sail Limited issued the 31 December 2009, un-audited financial statements on 16 March
2010 and on that date the suspension on the Credit Sail Limited Notes was lifted by NZX.

A statement of corporate governance policies, practices and processes adopted or followed by
Credit Sail Limited

The Director complies with the legislation and regulation applicable to the corporate governance of
Credit Sail Limited and the terms of the Trust Deed dated 3 May 2006.




The details of any Director who has been appointed

From the date of incorporation (29 March 2006) Colin Borman and Mark Wanless were Directors of
Credit Sail Limited. Colin Borman resigned on 30 June 2006 and, on the same date, Liam Jones was
appointed as a Director in his place. Liam Jones and Mark Wanless resigned on 30 May 2007 and, on
the same date, Christopher Ruark was appointed as Director in their place. Christopher Ruark
resigned as Director on 28 February 2008 and, on the same date, Giles Le Sueur was appointed as
Director. On 20 January 2010, Giles Le Sueur resigned as a director of the Company and on the same
date Marc Randall was appointed to fulfil the role as the sole director.

The details of any change in half yearly reporting date or balance date.
There has been no change in the half yearly reporting date or balance date

The information required under section 26 of the Securities Markets Act 1988:
The only substantial security holder is Maples Finance Limited as trustee for a charitable trust. They
hold 100% of the voting securities in Credit Sail Limited. There are 250 voting securities in existence.

Information required under section 211 of Companies Act 1993:

There have been no changes in the business of Credit Sail Limited. The enhanced return offered on
the Credit SalL Notes is linked to the credit performance of two international credit portfolios
represented by the CDX North American Investment Grade Index® and the iTraxx Europe®. On 17
November 2008, as a result of the Reserve falling below 1% of the principal amount of the Credit
SalLL Notes outstanding, a Strategy Unwind Event occurred and all Index-Linked CDS were
terminated and the Credit Strategy unwound.

As a result of the Strategy Unwind Event no further contingent interest coupons will be paid on the
Credit SalL Notes and this has caused a decline in the value of the notes.

As the Momentum Notes will be reduced to NZD Nil on the scheduled maturity date, the holders of
the Notes will not receive their principal back and the Notes will be redeemed at NZD Nil, plus the
holder’s pro rata share of the residual monies, equal to NZD 1,067,239, plus interest which was
prorated upon the unwind and termination of the Credit Strategy on 17 November 2008. At 30 June
2010 the residual monies were NZD 2,186,831 (2009: NZD 1,988,390).

There are no entries in the interests register of the company.




CREDIT SAIL LIMITED

Director’s Declaration

In the opinion of the Director of Credit Sail Limited, the financial statements and notes, on pages 6 to
26:

*  Comply with New Zealand Generally Accepted Accounting Practice (GAAP) and give a true
and fair view of the financial position of the Company as at 30 June 2010 and the results of
their operations and cash flows for the period ended on that date;

» Have been prepared using appropriate accounting policies, which have been consistently
applied and supported by reasonable judgments and estimates.

The Director believes that proper accounting records have been kept which enable, with reasonable
accuracy, the determination of the financial position of the Company and facilitate compliance of the
financial statements with the Financial Reporting Act 1993.

The Director considers he has taken adequate steps to safeguard the assets of the Company, and to
prevent and detect fraud and other irregularities. Internal control procedures are also considered to be
sufficient to provide a reasonable assurance as to the integrity and reliability of the financial
statements.

For and on behalf of the Board of Directors:

NM

Director

Marc Randall




CREDIT SAIL LIMITED

Statement of Financial Position (compiled without audit or review)
As at 30 June 2010

(stated in New Zealand dollars)

Note 2010 2009
(Unaudited) (Audited)
Assets
Current assets
Cash and cash equivalents 723 702
Accrued interest receivable 69,723 70,108
Non-current assets
Investments 6 9,132,239 13,051,956
9,202,685 13,122,766
Liabilities
Current liabilities
Accrued interest payable (69,723) (70,108)
Non-current liabilities
Total return swap 7 (6,947,699) (10,782,187)
Notes in issue 8 (2,184,540) (2,269,769)
' (9,201,962) (13,122,064)
Net assets NZD 723 702

Shareholders' equity

Share capital 9 393 393
Retained earnings 330 309
Total shareholders' equity NZD 723 702

Approved for issuance on behalf of the Board of Directors of Credit Sail Limited by:

iy
Director Marc Randall
Date: 1y Sepromier 200

See accompanying notes to financial statements.




CREDIT SAIL LIMITED

Statement of Comprehensive Income (compiled without audit or review)
Period ended 30 June 2010
(stated in New Zealand dollars)

2010 2009
(Unaudited) (Audited)
Continuing Activities
Income
Note interest . 1,229,290 3,058,947
Foreign exchange gain 21 -
1,229,311 3,058,947
Expenses
Swap interest (1,229,290) (3,058,947)
Foreign exchange loss - (169)
(1,229,290) (11,442,018)
Movement in unrealised gains/(losses) on financial instruments held at fair value
Movement in unrealised loss on investments (3,919,717) (3,646,794)
Movement in unrealised gain on total return swap 3,834,488 3,629,063
Movement in unrealised gain on notes in issue 85,229 17,731
Total comprehensive income NZD 21 (169)

See accompanying notes to financial statements.




CREDIT SAIL LIMITED

Statement of Changes in Equity (compiled without audit or review)

Period ended 30 June 2010

(stated in New Zealand dollars)

Share Retained
capital earnings Total
Balance at 31 December 2008 393 478 871
Total comprehensive income - (169) (169)
Balance at 31 December 2009 (Audited) 393 309 702
Total comprehensive income - 21 21
Balance at 30 June 2010 (Unaudited) NZD 393 330 723

See accompanying notes to financial statements.




CREDIT SAIL LIMITED

Statement of Cash Flows and Reconciliation of Operating Cash Flow

(compiled without audit or review)
Period ended 30 June 2010
(stated in New Zealand dollars)

2010 2009
(Unaudited) (Audited)
Cash provided by/(applied in):
Cash flows from operating activities
Total comprehensive income 21 (169)
Interest received 1,229,675 3,141,644
Interest paid (1,229,675) (3,141,644)
Net cash from/(used in) operating activities 21 (169)
Increase/(Decrease) in cash and cash equivalents
during period/year 21 (169)
Cash and cash equivalents at beginning of period/year 702 871
Cash and cash equivalents at end of period/year NZD 723 702
Reconciliation of operating cash flow :
2010 2009
Profit/(Loss) from operating activities 21 (169)
Decrease in interest receivable 385 82,697
(Decrease) in interest payable (385) (82,697)
Net cash provided by/(applied in) operating activities NZD 21 (169)

See accompanying notes to financial statements.




CREDIT SAIL LIMITED

Notes to Financial Statements (compiled without audit or review)
30 June 2010 :
(stated in New Zealand dollars)

1. Reporting Entity

Credit Sail Limited (the “Company”) is incorporated under the Company Law of the Cayman
Islands on 29 March 2006, and has securities listed on the New Zealand Stock Exchange
(“NZX”). The Company is required to comply with the New Zealand Securities Act 1978,
and Securities Regulations 1983. The Company is an issuer under the Financial Reporting
Act 1993,

The Company was established to issue Credit Saleable Index Linked Securities due 2012
(“Credit SalLLS”). The proceeds of the Credit SalL.S are invested into Momentum CDO
(Europe) Limited Series 2006-16 notes (the “Momentum Notes”). The Company also entered
into a total return swap (the “Swap”) with Credit Agricole Corporate and Investment Bank
(“Credit Agricole™) in order to pass the return relating to any capital gain on the reference
portfolio at maturity, as well as any contingent interest amounts, to the Company. Credit
Agricole was previously named CALYON, and changed its name on 6 February 2010.

The Registered Office of the Company is Queensgate House, PO Box 1093 GT, South
Church Street, Grand Cayman. The Company has no employees and has not made any
donations during the period.

2. Basis of Preparation

(a) Statement of Compliance

The financial statements have been prepared in accordance with New Zealand Generally
Accepted Accounting Practice (“NZ GAAP”). They comply with New Zealand Equivalents
to International Financial Reporting Standards (“NZ IFRS”), and other applicable Financial
Reporting Standards, as appropriate for profit-orientated entities. The financial statements
also comply with International Financial Reporting Standards.

The financial statements were approved by the Board of Directors on 31 August 2010,
(b) Basis of Measurement

The financial statements have been prepared on the historical cost basis except for the
following:

Financial instruments are measured at fair value;

Financial instruments are classified at fair value through profit or loss and are measured at
fair value. This eliminates or significantly reduces a measurement or recognition
inconsistency that would otherwise arise from measuring assets or liabilities or recognising
the gains and losses on them on different bases. The methods used to measure fair value are
disclosed further in note 3.

(c) Functional and Presentational Currency

These financial statements are presented in New Zealand dollars ($), which is the Company’s
functional currency.

10




CREDIT SAIL LIMITED

Notes to Financial Statements (compiled without audit or review)
30 June 2010
(stated in New Zealand dollars)

2. Basis of Preparation (continued)

(d) Use of estimates and judgement

(e)

The preparation of financial statements requires management to make estimates and
assumptions that affect the reported carrying amounts of assets and liabilities at the date of
the financial statements and the reported amounts of income and expenses during the period.
Actual results could differ from those estimates. '

Fair value estimates are made at a specific point in time, based on market conditions and
information about the financial instrument. These estimates are subjective in nature and
involve uncertainties and matters of significant judgement and therefore, cannot be
determined with precision. Changes in assumptions could significantly affect the estimates.

Standards, amendments and interpretations effective on or after 1 January 2010 but not
relevant for the Company’s operations

IAS 32 (amendment), ‘Classification of rights and issues’;
IFRS | (amendment), ‘Additional exemptions for first-time adopters’;
IFRS 2 (amendment), ‘Group cash-settled share-based payment instructions’; and

‘Improvements to IFRS’ were issued in May 2008 and April 2009 respectively and contain
numerous amendments to IFRS, which the IASB consider non-urgent but necessary.
‘Improvements to IFRS’ comprise amendments that result in accounting changes for
presentation, recognition or measurement purposes as well as terminology or editorial
amendments related to a variety of individual standards. Most of the amendments are
effective for annual periods beginning on or after 1 January 2009 and 1 January 2010
respectively, with earlier application permitted. No material changes to accounting policies
are expected as a result of these amendments.

Relevant standards and amendments to existing standards that are not yet effective but
relevant for the Company’s operations

IAS 24 (revision), ‘Related party disclosures’ (effective 1 January 2011); and
IFRS 9, ‘Financial instruments’ (effective 1 January 2013).

(g) Standards, amendments and interpretations that are not yet effective and not relevant for the

Company s operations

IFRS 1 (amendments), ‘Limited Exemption from Comparative IFRS 7 Disclosures for First-
time-Adopters’ (effective from 1 July 2010);

IFRC 14, IAS 19, ‘The limit on defined benefit assets, minimum funding requirements and
their interaction’ (effective from 1 January 2010). and

IFRIC 19, ‘Extinguishing financial liabilities with equity instruments’ (effective from 1 July
2010).

11




CREDIT SAIL LIMITED

Notes to Financial Statements (compiled without audit or review)
30 June 2010
(stated in New Zealand dollars)

2.

3.

Basis of preparation (continued)

h

Standards, amendments and interpretations that are not yet effective and not relevant for the
Company’s operations (continued)

‘Improvements to IFRS’ were issued in July 2010 and contain numerous amendments to
IFRS, which the IASB consider non-urgent but necessary. ‘Improvements to IFRS’ comprise
amendments that result in accounting changes for presentation, recognition or measurement
purposes as well as terminology or editorial amendments related to a variety of individual
standards. Most of the amendments are effective for annual periods beginning on or after 1
July 2010 and 1 January 201! respectively, with earlier application permitted. No material
changes to accounting policies are expected as a result of these amendments.

Significant accounting policies

(@

()

(©

(d)

Translation of foreign currencies

Transactions in foreign currencies are translated at the foreign exchange rate at the date of
transaction. Assets and liabilities denominated in foreign currencies at the Statement of
Financial Position date are retranslated at the foreign exchange rate ruling at that date.
Realised and unrealised gains and losses arising on translation are included in foreign
exchange gain or loss in the Statement of Comprehensive Income. Share capital is translated
at the exchange rate ruling at the date of issue of the shares.

Investments

Investments, categorised as ‘held at fair value through profit and loss’ (“FVP”) are initially
recorded at fair value on a trade date basis. Subsequeritly, they are stated at fair value as of
the date of the Statement of Financial Position, any resultant movement in unrealised gain or
loss is recognised in the Statement of Comprehensive Income. The investments are
categorised as FVP on initial recognition. The director considers the designation at FVP as
the most appropriate method for the valuation of these financial instruments.

Notes in issue

Notes in issue, categorised as FVP, are initially recorded at fair value on a trade date basis.
Subsequently, they are stated at fair value as of the date of the Statement of Financial
Position, any resultant movement in unrealised gain or loss is recognised in the Statement of
Comprehensive Income. Associated transaction costs are recognised in the Statement of
Comprehensive Income as they are incurred.

Total return swap

The Swap is initially recorded at fair value on a trade date basis. Subsequently, it is stated at
fair value as of the date of the Statement of Financial Position, and any resultant movement in
unrealised gain or loss is recognised in the Statement of Comprehensive Income. The Swap
is categorised as fair value through profit and loss.

12




CREDIT SAIL LIMITED

Notes to Financial Statements (compiled without audit or review)
30 June 2010
(stated in New Zealand doliars)

3. Significant accounting policies (continued)

(e)

(g

)

()

Recognition and derecognition of financial instruments

The Company recognises financial assets and financial liabilities on the date it becomes party
to the contractual provisions of the instrument. Financial assets are derecognised when the
Company no longer has control over the contractual rights that comprise the asset. This
occurs when the rights are realised, expired or are surrendered. Financial liabilities are
derecognised when extinguished.

Cash and cash equivalents

Cash and cash equivalents include cash balances and call deposits held at a financial
institution.

Interest
Interest income and expense is accounted for using the effective interest rate method.
Other financial and non-financial assets and liabilities

Other financial and non-financial assets and liabilities are recorded in the Statement of
Financial Position at historical cost. The fair value of other financial assets and liabilities is
not materially different to their carrying value.

Fair Value Measurement

Fair values are calculated on the present value of the future principal and interest cash flows,
discounted at the market rate of interest at the reporting date. Fair values have been calculated
by Credit Agricole at the request and on behalf of the Company. Credit Agricole have
calculated the fair value using a Gaussian copula formula.

The Company adopted the amendment to IFRS 7, effective 1 January 2009. This requires
certain disclosures which require the classification of financial assets and financial liabilities
measured at fair value using a fair value hierarchy that reflects the significance of the inputs
used in making the fair value measurement (see note 6). The fair value hierarchy has the
following levels:

- Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities;

- Level 2: Inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

- Level 3: Inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

The level in the fair value hierarchy within which the financial asset or financial liability is
categorised is determined on the basis of the lowest level input that is significant to the fair
value measurement. Financial assets and financial liabilities are classified in their entirety
into only one of the three levels.

13




CREDIT SAIL LIMITED

Notes to Financial Statements (compiled without audit or review)
30 June 2010
(stated in New Zealand dollars)

4. Segment information

The Company operates in one business and geographical segment, which is the issuance of Credit
SalLS in New Zealand.

5. Auditors' remuneration

Auditors’ remuneration is payable for the audit and other audit services respectively. Such
remuneration is payable either directly or indirectly by Credit Agricole under the terms of the
Expenses Agreement between Credit Sail Limited and Credit Agricole dated 13 June 2006. The
audit fee and related expenses for the period ended 30 June 2010 are NZD Nil (2009:
NZD$40,530)

6. Investments

Cost 2010 2009
Fair Value  Fair Value

Momentum CDO Ltd series 2006-16 NZD 91,500,000 9,132,239 13.051.956

The Company has purchased 91,500,000 Momentum CDO (Europe) Limited series 2006-16
notes. The Momentum Notes bear interest at 3 month NZD-BBR-FRA rates, payable quarterly in
arrears. The Momentum Notes, at the period end were rated as CC as of 13 March 2009 by
Standard and Poor’s Ratings Services, a division of The McGraw-Hill Companies, Inc. (“S&P” or
“Standard and Poor's”). The Momentum Notes are limited recourse notes and are credit linked to
a portfolio of Reference Entities (as defined in the terms and conditions of the Momentum Notes).
On 11 May 2009, the Company was informed by Credit Agricole that the nominal amount of the
Momentum Notes would be reduced to NZD Nil on the scheduled maturity date as a result of
credit events in the Momentum reference portfolio.

The fair value of the Momentum Notes at the period end date has been calculated by Credit
Agricole at the request and on behalf of the Company. The fair value of the Momentum Notes,
NZD 9,132,239 is equivalent to the present value of the future interest payments of the notes,
discounted at yield curves based on forward rates. As stated above, the nominal amount of the
Momentum Notes will be reduced to NZD Nil at the scheduled maturity date hence no future cash
flow based on the nominal amount has been included in the calculation of the fair value of the
Momentum Notes.

The Momentum Notes have been pledged to New Zealand Permanent Trustees Limited for the
benefit of the Credit SalLS holders (and other secured creditors) and cannot otherwise be
transferred.

The Momentum Notes are backed by, among other things, a cash deposit (the “CDO”). The CDO
references a portfolio of 125 corporate entities. In the prior year, the CDO was valued using a
pricing model that took into account the following assumptions, among others:

14




CREDIT SAIL LIMITED

Notes to Financial Statements (compiled without audit or review)
30 June 2010
(stated in New Zealand dollars)

6. Investments (continued)

Spreads of the underlying credit

The credit spreads are related to the credit ratings of the underlying reference entities in the CDO.
A decrease in the average credit rating of the portfolio indicates there is a higher probability of a
credit event occurring in respect of one or more of the reference entities in the portfolio and
negatively affects the rating of the CDO (and may lead to a reduction of the principal and interest
of the CDO). The higher the credit spreads, the lower the mark to market (“MTM?”).

At origination, the 125 reference entities had a weighted average S&P rating of AA, this was
reduced to CC on 13 March 2009. At 31 December 2008, there was a decline in the credit
worthiness of the reference portfolio, and as such a commensurate decrease in the value of the
-CDO. The changes in the spreads of the entities in the portfolio will not affect any future
valuations of the CDO as the principal has been reduced to NZD Nil due to the losses in the
reference portfolio;

Default correlation in reference portfolio

The default correlation assumption accounts for the correlation between the probabilities of
default of entities in the portfolio. This input is modeled using a Gaussian copula model that
compares the credit curves of the various entities to estimate default correlation. The higher the
default correlation, the lower the MTM. There was an increase to the default correlation of the
reference entities as a whole, and as such, a commensurate decline in the value of the CDO. The
changes in the default correlation of the entities in the portfolio will not affect any future -
valuations of the CDO as the principal has been reduced to NZD Nil due to the losses in the
reference portfolio; ;

Tranche subordination

The tranche subordination refers to the seniority of the collateralised debt obligations to losses
occurring in the reference portfolio. Tranche subordination is set at the outset of the transaction
and does not change from year to year. However, losses accruing to junior tranches affect the
likelihood of losses and as such the subordination is a significant variable to the valuation of the
CDO. During the year ended 31 December 2008, there were a number of credit events in the
reference portfolio. The reference entities that were affected were Lehman Brothers Holdings,
Inc., Washington Mutual Inc., Glitnir Banki hf, Landsbanki Islands hf and Kaupthing Bank hf.
which caused losses to accrue on the Momentum Notes. During the year ended 31 December
2009, there was an additional credit event in the reference portfolio, in relation to Idearc. The
changes in the tranche subordination of the entities in the portfolio will not affect any future
valuations of the CDO as the principal has been reduced to NZD Nil due to the losses in the
reference portfolio; and

15




CREDIT SAIL LIMITED

Notes to Financial Statements (compiled without audit or review)
30 June 2010
(stated in New Zealand dollars)

6. Investments (continued)

Maturity

The maturity is set at the outset of the transaction and involves the contractual life of the notes.
The effect of time passing is instrumental in valuing the CDO because probability of a portfolio
entity defaulting is a function of time.

The fair value of the Momentum Notes is equivalent to the present value of the future interest
payments of the notes, discounted at yield curves based on forward rates. As time passes, the fair
value of the Momentum Notes will decrease as the interest payments are received. The average
BBR forward rate used in the calculation of the future interest payments of the notes for the
period up to maturity is 5.143%. The future interest payments were discounted using the BBR
forward rates.

7. Total return swap

Cost 2010 2009

Fair Fair

Value Value

Total return swap NZD - (6,947,699) (10,782,187)

Under the terms of the Swap the Company pays the income it receives from the Momentum
Notes and received a payment of 8.5% per annum, paid quarterly in arrears, and any redemption
premium (as defined in the Swap confirmation), subject, in each case, to the performance of the
credit strategy and returns on the notional cash deposit (each as defined in the Swap
confirmation),

The fair value of the Swap at the period end date has been calculated by Credit Agricole at the
request and on behalf of the Company. The Swap has been pledged to New Zealand Permanent
Trustees Limited for the benefit of the Credit SalLS holders (and other secured creditors) and
cannot otherwise be transferred.

The total return swap has two distinct components that cause changes to its fair value:

Interest payments

Interest is received from the floating rate Momentum Notes and increases the value of the total
return swap. Fixed interest payments were paid out of the total return swap to the holders of the
Credit SalLS Notes which cause a decrease of the value of the total return swap; and

16



CREDIT SAIL LIMITED

Notes to Financial Statements (compiled without audit or review)
30 June 2010
(stated in New Zealand dollars)

7. Total return swap (continued)

Leveraged Credit Strategy

The pool available to this strategy is the amount left over after purchase of the Momentum Notes.
The credit strategy invested in two highly liquid credit indices; the iTraxx Europe® and the CDX
US®. Investments in these indices caused three sources of income/loss to accrue to the total
return swap:

The indices paid a premium for investment in the credit of the underlying portfolio;

o Default losses that occur to the portfolio companies will impact negatively the total return
swap; and

e The roll-over of the indices caused gains and/or losses to accrue.

During the third quarter of 2008, a number of credit events occurred in the reference portfolio of
the Total Return Swap that reduced the Credit Strategy Reserve below the 5% threshold and as a
result interest payments on the Credit SalL.S were not made for the quarterly interest payment due
on 22 September 2008. Further credit events occurred in October 2008 that resulted in the Credit
Strategy Reserve falling below 1% causing a Strategy Unwind Event. In accordance with the
terms and conditions of the Credit SaILS on 17 November 2008 the Credit Strategy was unwound
and as a result no further interest will be paid on the Credit SalLS nor any redemption premium.

The Company is contractually obliged to pay interest received from the Momentum notes to the
Swap Counterparty. Since the strategy unwind event, the Leveraged Credit Strategy is equal to
the final strategy return as determined at the Strategy unwind date, earning interest at BBR-FRA
rates less 0.05%, accruing quarterly.

8. Notes in issue

Proceeds 2010 2009

Fair Fair

Value Value

Credit SalLLS 2012 NZD 91,500,000 2,184,540 2,269,769

Pursuant to the terms of a supplemental trust deed between the Company and New Zealand
Permanent Trustees Limited, the Company issued NZD 91,500,000 Credit SalLS. The Notes
represent limited recourse obligations of the Company and are secured upon, among other things,
the Momentum Notes and Swap, which have been assigned to New Zealand Permanent Trustees
Limited. The Notes have been listed with New Zealand Exchange Limited.
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8. Notes in issue (continued)

The agreed terms and conditions of the Credit SalLS, were that the Credit SaILS bare contingent
interest at 8.5% per annum plus a potential redemption premium (as defined in the terms and
conditions of the Credit SaILS) payable on the maturity of the Credit SalLS. The redemption
premium was linked to the credit performance of two international credit portfolios, represented
by the Indices. The two Indices, the CDX North American Investment Grade Index (CDX US®)
and iTraxx Europe® Index, were each comprised of 125 well-known corporate and other entities
which, on the date such entities became part of such indices, have either investment grade credit
ratings, or have senior unsecured debt that was rated investment grade, from S&P or

Moody’s Investor Services Limited. Interest is payable quarterly in arrears on the Credit SalLS to
the extent that funds are available for such purpose. The principal and interest received from the
Momentum Notes and the Swap was used to pay the principal and interest on the Credit SalLS.

At the period end the Credit SalLS had, as of 13 March 2009, been rated as CC-p N.R.i. by S&P
as to the repayment of the principal amount of the Credit SalLS. The subscript ‘N.R.i’ means that
the interest on the notes is not rated. The principal only credit rating is not an express or implied
statement or opinion as to the likelihood of the amount or timeliness of interest payments on the
Credit SalLS. However, as noted in note 7, interest will no longer be paid on the notes.
Furthermore, the Momentum Notes will be reduced to NZD Nil on the scheduled maturity date,
the holders of the Notes will not receive their principal back and the Notes will be redeemed at
NZD Nil, plus the holder’s pro rata share of the residual monies, equal to NZD 1,067,239, plus
interest which was prorated upon the unwind and termination of the Credit Strategy on 17
November 2008. At 30 June 2010 the residual monies were NZD 2,186,831 (2009: NZD
1,988,390).

The fair value of the Credit SalLS at the period end date has been calculated by Credit Agricole at
the request and on behalf of the Company. The movement in fair value is attributable, amongst
other factors, to changes in the benchmark interest rates in New Zealand in that any change in the
benchmark interest rates will affect the price at which Credit SaILS may be traded.

The fair value of the Credit SalLS instruments is equivalent to the present value of the notional
account balance plus future interest receivable, discounted at yield curves based on forward rates.
The same BBR forward rates in the calculation of the investment (refer note 6) were used.
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8. Notes in issue (continued)

The table below provides an analysis of the Credit SaILS future cash flows that will be settled on
a gross basis into relevant maturity groupings based on the end of the current period at the
Statement of Financial Position to the contractual maturity date. The amounts disclosed in the
table are the contractual undiscounted cash flows.

Statement of Contractual Lessthanl 1-2years 2-5 years
Financial Position cash flows year
As at 30 June
2010
Credit SalLS
-Interest - - - - -
-Principal 2,184,540 2,186,831 - - 2,186,831
Total 2,184,540 2,186,831 - - 2,186,831

As at 31

December 2009

Credit SalLS

. -Interest - - - - -
-Principal 2,269,769 1,988,390 - - 1,988,390

Total 2,269,769 1,988,390 - - 1,988,390

The contractual cashflows the Company will be due to pay at maturity will equate to the residual
monies less any payments necessary to the Swap Counterparty. At the Statement of Financial
Position date the director believes that the best estimate of these cashflows equate to the fair value
of the Credit SalLS as this is the best estimate of the non-discounted contractual cashflows as
calculated by Credit Agricole. ‘
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9.

10.

Share capital
2010 2009
Authorised:
50,000 Ordinary Shares of US$1.00 each US$ 50,000 50,000
Issued and fully paid:

250 Ordinary Shares ' NZD 393 393

No new shares were issued nor any cancelled during the period.

Ordinary Shares are voting, non-participating shares that are held by Maples Finance Limited, in
trust for certain qualified charities.

Taxation

There are no taxes on income or gains in the Cayman Islands and the Company has received an
undertaking from the Governor in Council of the Cayman Islands exempting it from local taxes
on all income, profits, gains and appreciations until 2026. Accordingly, no provision for income
taxes is included in these financial statements.

11. Related parties

The Company does not have any employees in its own right. However, during the period, Maples
Finance Limited was responsible for the provision of directors under the terms of an
administration agreement. All fees payable under the administration agreement are payable by
Credit Agricole under, and subject to, the terms of an expense agreement. During the period
Credit Agricole paid an amount of US$22,232 (NZD 31,033) (2009: US$23,052 (NZD 32,131))
in respect of fees due under the administration agreement.

On 28 February 2008 Christopher Ruark resigned as Director, on the same date he was replaced
by Giles Le Sueur. Both were appointed in their capacity as employees of Maples Finance Jersey
Limited and did not receive any remuneration from the Company. On 20 January 2010, Giles Le
Sueur resigned as a director of the Company and on the same date Marc Randall was appointed to
fulfil the role as the sole director. On the same date, a Deed of Assignment and Novation was
entered into between Maples Finance Jersey Limited (“MFJ”), Maples Finance Limited (“MFL”)
and the Company whereby MFL was authorised to provide the Company the administration
services that were transferred from MFJ as per the Administration Agreement dated 28 April
2006. Marc Randall was appointed as a director of the Company in his capacity as an employee
of MFL and does not receive any remuneration from the Company.

Credit Agricole acted as arranger to the issuance of the Credit SalLS and the Momentum Notes
and are counterparty to the Swap. Credit Agricole are also the calculation agent.
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12. Ultimate Controlling Party

13.

The immediate parent company is Maples Finance Limited, who hold the shares on trust for
various qualifying charities. In the opinion of the director, there is no ultimate controlling party
as the shares are held on trust for various qualifying charities.

Financial instruments

Exposure to market, credit, interest rate and liquidity risk arises in the normal course of the
Company’s business. The risks have been managed through the issue of limited recourse Notes
which only have recourse to the Company’s assets which have been pledged to New Zealand
Permanent Trustees Limited. The assets (excluding the proceeds of the ordinary share issue and
transaction fee received) and liabilities of the Company have been structured to ensure that they
are equal and that there is no residual risk to the Company. There have been no changes to the
way that the Company manages its risk in the period. Further detail is provided below.

Categories of financial instruments

2010
Assets Loans & At Fair Value Through Financial Instruments
Receivables Profit & Loss at Amortised Cost

Cash & cash equivalents 723 - -
Accrued interest receivable - - 69,723
Investments - 9,132,239 -
Liabilities

Accrued interest payable - - 69,723
Total return swap - 6,947,699 -
Notes in issue - 2,184,540 -
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13. Financial instruments (continued)

2009
Assets Loans & At Fair Value Through Financial Instruments
Receivables Profit & Loss at Amortised Cost

Cash & cash equivalents 702 - -
Accrued interest receivable - - 70,108
Investments - 13,051,956 -
- Liabilities

Accrued interest payable - - 70,108
Total return swap - 10,782,187 -
Notes in issue - 2,269,769 -

Income, expenses, gains and losses resulting from financial assets and liabilities

Financial Instruments

At Fair Value Through Profit & Loss 2010 2009
Investments (3,919,717) (3,646,794)
Total Return Swap 3,834,488 3,629,063
Notes in issue 85,229 17,731
Market risk

The Company is exposed to market risks influencing investment valuations.
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13. Financial instruments (continued)
Credit risk exposure

Credit risk represents exposure to, among other things, the underlying Momentum Notes
(including but not limited to the underlying reference portfolio of the Momentum Notes) and
Swap.

The Company is exposed to the performance of Momentum Notes. The principal of the
Momentum Notes was affected as a result of the losses on the Momentum reference portfolio that
exceed the 4.8% subordination amount of the Momentum reference portfolio (an average of 8.9
credit events). There was a complete loss as the losses reached the detachment point of 5.8% of
the aggregate size of the Momentum reference portfolio (an average of 10.7 credit events). On 11
May 2009, the Company was informed that the nominal amount of the Momentum Notes would
be reduced to NZD Nil on the scheduled maturity date as a result of credit events in the
Momentum reference portfolio.

There was also a credit risk in relation to the contingent coupon on the Notes or the contingent
capital gain due at maturity, where as a result of poor performance of the credit indices losses
may occur or a Strategy Unwind Event may occur. A Strategy Unwind Event occurred on 17
November 2008 and on the same date the Credit Strategy was unwound and all Index-Linked
CDS in the portfolio of Credit SalLS terminated. As a result of the Strategy Unwind Event, the
Company will no longer pay interest on the contingent coupon and the final strategy return will
equal the cash surplus in the Notional Account Balance. Since the Momentum Notes would be
reduced to NZD Nil on the scheduled maturity date, the holders of the Notes will not receive their
principal back and the Notes will be redeemed at NZD Nil, plus the holder’s pro rata share of the
residual monies, equal to NZD 1,067,239, plus interest which was prorated upon the unwind and
termination of the Credit Strategy on 17 November 2008. At 30 June 2010 the residual monies
were NZD 2,186,831 (2009: NZD 1,988,390).

If the swap counterparty under the Swap became unable to pay its debts or became insolvent, it
could be unable to perform its obligations under the Swap which due to the strategy unwind event
is limited to the final strategy return.

There is no net exposure to the Company as a result of non- performmg assets due to the llmlted
recourse nature of the Credit SalLS.

Financial assets exposed to credit risk at the period end were as follows:

: 2010 2009
Investments 9,132,239 13,051,956
Cash and cash equivalents 723 702
Total 9,132,962 13,052,658
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13. Financial instruments (continued)
Liquidity risk
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as
they fall due. The Company’s approach to managing liquidity is to ensure, as far as possible, that
it will always have sufficient liquidity to meet its liabilities when due, under both normal and

stressed conditions, without incurring unacceptable losses or risking damage to the Company’s
reputation,

Fair value

The Company’s financial assets and liabilities included in the Statement of Financial Position are
carried at fair value based on valuations carried out by Credit Agricole as disclosed in Note 6, 7
and 8.

No financial assets held by the Company are past due at the reporting date and no financial assets
have been determined to be impaired by the Company as at the reporting date other than as
disclosed in Note 6.

The following table analyses within the fair value hierarchy the Company’s financial assets and
financial liabilities (by class) measured at fair value.

30 June 2010
Level 1 Level 2 Level 3
Financial assets
Momentum notes - 9,132,239 -
Total - 9,132,239 -
Level 1 Level 2 Level 3
Financial liabilities
Total return swap - 6,947,699 -
Notes in issue - 2,184,540 -
Total - 9132,239 -
31 December 2009
Level 1 Level 2 Level 3
Financial assets
Momentum notes , - 13,051,956 -
Total - 13,051,956 -
Level 1 Level 2 Level 3
Financial liabilities
Total return swap - 10,782,187 -
Notes in issue - 2,269,769 -
Total : - 13,051,956 -
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13. Financial instruments (continued)

Foreign exchange risk

As a result of the credit event on the Momentum Notes in May 2009, there is no foreign exchange
risk on the Momentum Notes held by the Company at 30 June 2010 since the final strategy return
will equal the cash surplus in the Notional Account Balance which is denominated in New
Zealand dollars. The Company does hold Cash and cash equivalents in currencies other than the
New Zealand dollar at 30 June 2010 and 31 December 2009 but the effect that the fluctuations of
currencies would have on these amounts would not be significant.

Foreign Currency Exposure at Statement of Financial Position Date

2010 2009
NZD NZD
Cash and cash equivalents 723 702

The exchange rate used at period end was USD1:NZD 1.4360 (2009 USD1:NZD1.3938)
Interest Rate Risk

At 30 June 2010, had interest rates decreased by 300 basis points (2009: 300 basis points) with all
other variables remaining constant, the change in gross assets attributable to holders of Credit
SalLS would amount to approximately NZD (65,605) (2009: NZD (45,957)). If interest rates had
risen by 300 basis points (2008: 300 basis points) the change in gross assets attributable to
holders of Credit SaILS would amount to approximately NZD 65,605 (2009: NZD43,941). The
above analysis is based on a more basic analysis of interest rate risk than actually used in
monitoring the valuation of the Notes.

Due to constraints on the model producing historical data, this analysis has been adopted by the
director to provide them with comfort that the quantitative impacts of such interest risks facing
the Company are not material or significant.

Total exposure to interest rate risk

Cash Flow interest rate risk

2010 Interest rate at period end Fixed Floating

Investments 3.05% - 9,132,239

Total Return Swap 3.05% - (6,947,699)

Notes in issue 3.05% - (2,184,540)
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13.

Financial instruments (continued)

Interest Rate Risk (continued)
Total exposure to interest rate risk

Cash Flow interest rate risk

2009 Interest rate at year end Fixed Floating
Investments 2.76% - 13,051,956
Total Return Swap 2.76% - (10,782,187)

Notes in issue 2.76% - (2,269,769)

14. Capital Risk Management

15.

The Company's objectives when managing capital are to safeguard the Company's ability to
continue as a going concern. The Company has been structured in such a way that all liabilities
are expressed to be limited recourse to the assets of the company, excluding the company's share
capital and transaction fee and that there is no residual capital risk to the Company.

Subsequent events

There were no material subsequent events occurring after the reporting date.

16. Compilation of the condensed interim financial information

The Semi-Annual Report distributed by the Company is the sole responsibility of the Company.
However, the Company has provided the Administrator with information used to compile the
Semi-Annual Report from Credit Agricole. The Semi-Annual Report has been compiled without
audit or review by Maples Finance Limited in its capacity as the Administrator to the Company.
The information regarding the valuation of the Company's financial instruments, on which the
information in these Semi-Annual Report is based, has been provided to the Administrator by the
Company or its agents, and the Administrator expresses no assurance on the information
contained therein.

17. Comparative information

The Statements of Comprehensive Income as at June 30, 2010 and December 31, 2009 have been
presented for period of 6 months and 12 months respectively, and are not comparable.
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Disclaimer:

© Copyright 2010 by Credit Sail Limited. All rights reserved. Credit Agricole has provided
certain information upon request and on behalf of Credit Sail Limited (the “Information”). Such
Information was obtained by Credit Agricole from sources that are publicly available and
believed by it to be accurate and reliable at the time of production of this report. Because of the
possibility of human or mechanical error as well as other factors, however, such information is
provided “as is” without warranty of any kind. Credit Agricole makes no representation or
warranty, express or implied, as to the accuracy, timeliness, completeness or fitness for any
particular purpose of the Information. Under no circumstances shall Credit Agricole have any
liability to any person or entity for any loss or damage in whole or in part caused by, resulting
from, or relating to, any error (negligent or otherwise) or other circumstances within or outside
the control of Credit Agricole or any of its employees in connection with the procurement,
collection, compilation, analysis, interpretation, communication or delivery of the Information,
and the recipient of this report must accept the Information based upon these conditions. Credit
Agricole has no obligation to update the Information.

These materials may contain “forward-looking” statements and information that is not purely
historical in nature. Such materials may include among other things, projections, forecasts, or
estimates of cashflows, yields or returns, scenario analyses and proposed or expected portfolio
composition. Actual events or conditions are unlikely to be consistent with, and may differ
materially from, those assumed. Accordingly actual results may vary and such variations may be
materialiTraxx® is a trade mark of International Index Company Limited and has been licensed
for the use by Credit Agricole. International Index Company Limited does not approve, endorse
or recommend Credit SalLS or iTraxx® derivatives products.

iTraxx® derivatives products are derived from a source considered reliable, but neither
International Index Company Limited nor any of its employees, suppliers, subcontractors and
agents (together iTraxx Associates) guarantees the veracity, completeness or accuracy of
iTraxx® derivatives products or other information furnished in connection with iTraxx®
derivatives products. No representation, warranty or condition, express or implied, statutory or
otherwise, as to condition, satisfactory quality, performance, or fitness for purpose are given or
assumed by International Index Company Limited or any of the iTraxx Associates in respect of
iTraxx® derivatives products or any data included in such iTraxx® derivatives products or the
use by any person or entity of iTraxx® derivatives products or that data and all those
representations, warranties and conditions are excluded save to the extent that such exclusion is
prohibited by law.
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None of International Index Company Limited nor any of the iTraxx Associates shall have any
liability or responsibility to any person or entity for any loss, damages, costs, charges, expenses
or other liabilities whether caused by the negligence of International Index Company Limited or
any of the iTraxx Associates or otherwise, arising in connection with the use of iTraxx®
derivatives products or the iTraxx® indices.

“CDX®” are service marks of CDS IndexCo LLC and have been licensed for use by Credit
Agricole. The CDX North American Investment Grade Index® referenced herein is the property
of CDS IndexCo LLC and is used under license. The Credit SalLS are not sponsored, endorsed,
or promoted by CDS IndexCo LLC or any of its members.

The CDX North American Investment Grade Index® (the “Index”) referenced herein is the
property of CDS IndexCo LLC (“Index Sponsor”). Credit Sail Limited acknowledges and agrees
that Credit SalLS is not sponsored, endorsed, or promoted by the Index Sponsor or any members
of the Index Sponsor (the Index Sponsor, together with its members, the “Index Parties”). The
Index Parties make no representation whatsoever, whether express or implied, and hereby
expressly disclaim all warranties (including, without limitation, those of merchantability or
fitness for a particular purpose or use), with respect to the Index or any data included therein or
relating thereto, and in particular disclaim any warranty either as to the quality, accuracy and/or
completeness of the Index or any data included therein, the results obtained from the use of the
Index and/or the composition of the Index at any particular time on any particular date or
otherwise. The Index Parties shall not be liable (whether in negligence or otherwise) to the
parties or any other person for any error in the Index, and the Index Parties are under no
obligation to advise the parties or any person of any error therein. The Index Parties make no
representation whatsoever, whether express or implied, as to the advisability of purchasing or
selling Credit SalLS, the ability of the Index to track relevant markets’ performances, or
otherwise relating to the Index or any transaction or product with respect thereto, or of assuming
any risks in connection therewith. The Index Parties have no obligation to take the needs of any
party into consideration in determining, composing or calculating the Index. No party selling
Credit SalLS, nor any Index Party, shall have any liability to any party for any act or failure to act
by the Index Parties in connection with the determination, adjustment, calculation or maintenance
of the Index. Each party acknowledges that the other party or one of its affiliates may be, or may
be affiliated with, an Index Party and, as such, may be able to affect or influence the
determination, adjustment or maintenance of the Index. Each of the Index Parties and its
affiliates may deal in any obligations of any of the companies that compose the Index, and may,
where permitted, accept deposits from, make loans or otherwise extend credit to, and generally
engage in any kind of commercial or investment banking or other business with, such companies
or affiliates of such companies, and may act with respect to such business as if the Index did not
exist, regardless of whether such action might adversely affect the Index or Credit SaIL.S. Each
of the Index Parties and its affiliates may be in possession of information in relation to companies
that compose the Index that may or may not be publicly available or known to any other party,
and each party purchasing or selling Credit SaILS agrees that Credit SalLLS do not create any
obligation on the part of any Index Party or its affiliates to disclose any such information.
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