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UDC FINANCE LIMITED
(“Company”)

PROSPECTUS DATED 22 DECEMBER 2010

AS AMENDED BY A MEMORANDUM OF AMENDMENTS DATED 30 MAY 2011
(“Prospectus”)

DIRECTORS’ CERTIFICATE

(Given under section 37A(1A) of the Securities Act 1978 by the Directors of the
Company)

The following statement is given under section 37A(1A) of the Securities Act 1978 in
respect of the Prospectus:

We hereby state that, in the opinion of all the Directors of the Company as the issuer
of the securities, after due enquiry by them:

e the financial position of the Company as shown in the statement of financial

position which is referred to in the Prospectus has not materially and adversely

changed during the period from 30 September 2010 to the date of this certificate;
and

o the Prospectus is not, at the date of this certificate, false or misleading in a
material particular by reason of failing to refer, or give proper emphasis, to
adverse circumstances.

y
Dated this 02 7 ~ day of June 2011

SIGNED on behalf of all the Directors of the Company by:

Director

rhe TINEAVT

SIRINESS & RE ‘
%ﬁlRANCH ALVCKEAN?,
Director 2 9 JUN 2011

Name (print): _Richard Arthur WILKS
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UDC FINANCE LIMITED

GENERAL DISCLOSURES

Incorporation
UDC Finance Limited (the ‘Company’) was incorporated in New Zealand on 1 April 1938 under the Companies Act 1933, It was

re-registered under the Companies Act 1993 on 23 June 1997.

Registered Office
The registered office of the Company is Level 6, 1 Victoria Street, Wellington.

Principal Place of Business
The principal place of business of the Company is Level 2, 107 Carlton Gore Road, Newmarket, Auckland.

Nature of Operations and Principal Activities
The Company is a New Zealand based finance company specialising in lending and investments.

The Company provides asset-based finance for plant, vehicles and equipment. The Company also offers a range of investment
products such as secured term investments and call accounts.

Trustee of the Debenture Stock and Unsecured Notes Trust Deed
Trustees Executors Limited, Level 5, 10 Customhouse Quay, Wellington.

Parent Company
The Parent Company is ANZ National Bank Limited, which is incorporated in New Zealand, The Ultimate Parent Company is

Australia and New Zealand Banking Group Limited (“ANZ Group”), which is incorporated in Australia.

Directors Statement
The Securities Regulations 2009 require issuers that continuously offer debt securities to the public to prepare annual financial

statements and half-yearly financial statements. These financial statements have been prepared in accordance with the Financial
Reporting Act 1993, which requires financial statements to give a true and fair view of the financial position and financial
performance of the Company. The Directors believe that in preparing these financial statements, the officers of the Company have:

¢ selected suitable accounting policies that comply with New Zealand Generally Accepted Accounting Practice and applied
them consistently;

e made judgements and estimates that are reasonable and prudent; and

« followed all applicable accounting standards, with no material departures.

The directors confirm that accounting records have been kept that will at any time enable the financial position of the Company to
be determined with reasonable accuracy and will enable the directors to ensure that the financial statements comply with the

Financial Reporting Act 1993,

Based on the above, the Board of Directors of the Company approve these financial statements for the six months ended 31 March
2011.

For ayalf of the Board of Directors
/é\ /V—% Director

Director

€ /0 b ] 2o Date of issue




UDC FINANCE LIMITED

STATEMENT OF COMPREHENSIVE INCOME for the period caded 31 March 2011

Imterest income

Interast expense

Net interest income

Other operating income

Operaling income

Operating expenses

Profit before provision for credit impairment and income tax

Provision for credit impairment

Profit before income tax

Income tax expense

Profit after income tax

Total comprehensive income for the period

Note

Audited Audited Audited
Six Months to Six Months o Year to
314312011 31/03/2010 30/09/2010
$000 $000 $000
92,796 83,730 175,873
58,211 51,422 08,600
34,585 34,308 71273
482 435 2,028
35,067 34,743 79,298
15332 15,930 34,286
19,735 18,813 45,012
6,639 13,710 17,343
13,096 5,103 27,669
3,957 1,556 9,500
9,139 3,547 18,169
9,139 3,547 18,169

The accompanying notes form part of and should be read in conjunction with these financial statements.
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UDC FINANCE LIMITED
STATEMENT OF CHANGES IN EQUITY for the period ended 31 March 2011

Andited Aundited Andited
Six Months to Six Months to Year {0
31/03/2011 314032010 30/09/2010
Note $000 $000 $000
Ordinary share capital
Balance at beginning and end of the period 17 20,752 20,752 20,752
Retained profits
Balance at beginning of the period 229,291 211,122 21,122
Profit after income tax 9,139 3,547 18,169
Total comprehensive income for the period 9,139 3,547 18,169
Balance at end of the period 238,430 214,669 229291
Total equity
Balance at beginning of the period 250,043 231,874 231,874
Total comprehensive income for the period 9,139 3,547 18,169
Balance at end of the period 259,182 23542} 250,043
iy .
H §
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The accompanying notes form part of and should be read in conjunction with these financial statements.



UDC FINANCE LIMITED
STATEMENT OF FINANCIAL POSITION as at 31 March 2011

Audited Aundited Audited
31/0312011 31/03/2010 30/09/2010
Note SQ60 $000 $000
Assets
Cash and cash equivalents 7 161,588 54,445 135518
Loans and advances 8 1,991,124 1,838,340 1,968,771
Other assets 11 8,694 4,676 6,344
Deferred tax assets iz 15,112 18,559 15,057
Leasehold improvements and equipment, fumiture & fittings 30 57 44
Intangible assets 13 1,875 766 1,197
Total asscts 2,178,423 1,916,843 2,127431
Liabilitics
Borrowings 14 1,865,665 1,633,392 1,828,310
Payables and other liabifities 1§ 42,031 40,119 41,130
Current income tax Jisbilities 10,599 6,933 6,922
Provisions 16 946 978 1,026
Total liabilities 1,919,241 1,681,422 1,877,388
Net assets 259,182 235421 250,043
Equity
Ordinary share capital 17 20,752 20,752 20,752
Retained profits 238,430 214,669 229,201
259,182 235,421 250,043

Total equity

&% ﬁ% 3 :
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The accompanying notes form part of and should be read in conjunction with these financial statements,



TDC FINANCE LIMITED
STATEMENT OF CASH FLOWS for the period ended 31 March 2011

Note

Cash flows from operating activities
Interest received
Other income
Interest paid
Operating expenses paid
Income taxes paid

Changes in operating assets and liabilities
Net increase in Joans and advances
Net increase in other assets
Net increase {decrease) in payables and other liabilities

Net cash flows used in operating activities 27

Cash flows from investing activities
Expenditure on intangible assets
Proceeds from sale of assets
Purchase of leasehold improvements and equipment

Net cash flows (used in) provided by investing activitics

Cash flows from financing activities
Net increase in borrowings

Net cash flows provided by financing activities

Net cash flows used in operating activities
Net cash flows (used in) provided by investing activities
Net cash flows provided by financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of the period

Cash and cash equivalents at end of the perjod 7

The accompanying notes form part of and should be read in conjunction with these financial statements.

Audited Audited Audited
Six Months to Six Months to Year to
31/031011 31/032010 30/09/2010
5000 5000 $000
91,544 85,978 176,956
482 435 2,025
(56,533) {60,750) (108,105)
(17.449) (17,507 (33,957)
(335) ] (4.452)
17,709 8,157 32,467
(27.741) (23218) (158,163)
(1.849) (1,615) (3,737)
1,657 (2,966) (3,026)
(10,224) (19,642) (132,459)
(1,061) - (813)
- 211 -
- N (in
(1,061) 204 (824)
37,355 46,687 241,605
37,355 46,687 241,605
(10,224) {19,642) (132.459)
(1,061) 204 (824)
37,355 46,687 241,605
26,070 27,249 108,322
135,518 27,196 27,196
161,588 54,445 135,518
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UDC FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS

1. ACCOUNTING POLICIES

(A)

{1

(i)

(i)

BASIS OF PREPARATION

Statement of compliance

These financial statements have been prepared in
accordance with the requirements of the Companies Act
1993, the Financial Reporting Act 1993, the Securities
Act 1978, and the Securities Act (Financial Institutions)
Exemption Notice 2007 and are for UDC Finance
Limited (the ‘Company’).

These financial statements have also been prepared in
accordance with New Zealand Generally Accepted
Accounting Practice. They comply with New Zealand
equivalents to Intermational Financial Reporting
Standards (*NZ IFRS’) and other applicable Financial
Reporting Standards, as appropriate for profit-oriented
entities. The financial statements also comply with
International Financial Reporting Standards {‘1FRS").

The principal accounting policies adopted in the
preparation of these financial statements are set out
below.

Use of estimates and assumptions

The preparation of the financial statements requires the
use of management judgement, estimates and
assumptions that affect reported amounts and the
application of policies. The estimates and associated
assumptions are based on historical experience and
various other factors that are believed to be reasonable.
Actual results may differ from these estimates.
Discussion of the critical accounting treatments, which
include complex or subjective decisions or assessments,
are covered in Note 2. Such estimates may require
review in future periods.

Basis of measurement

The financial statements have been prepared on a going
concern basis in accordance with historical cost
concepts, except for derivative financial instruments
which are stated at their fair value.

(iv) Changes in accounting policies and application of new

)

accounting standards

There have been no changes in accounting policies or
early adoption of accounting standards in the
preparation and presentation of the financial statements.

Rounding

The amounts contained in the financial statements have
been rounded to the nearest thousand dollars except
where otherwise indicated.

(vi) Comparatives

Certain amounts in the comparative information have
been reclassified to conform with the current periods
financtal statement presentation.

{(vii) Foreign currency translation

(B)

Functional and presentation currency

Items included in the financial statements of the
Company are measured using the currency of the
primary economic environment in which the Company
operates (the functional currency). The Company's
financial statements are presented in New Zealand
dollars, which is the Company’'s functional and
presentation currency.

Foreign currency transactions
Foreign currency transactions are translated into the

functional currency using the exchange rates prevailing
at the dates of the transactions. Monetary assets and
liabilities resulting from foreign currency transactions
are subsequently translated at the spot rate at reporting
date.

Exchange differences arising on the settlement of
monetary items or on translating monetary items at rates
different to those at which they were initially recognised
ot included in previous financial statements, are
recognised in the Statement of Comprehensive Income
in the period in which they arise.

Translation differences on non-monetary items, such as
derivatives measured at fair value through profit or loss,
are reported as part of the fair value gain or loss on
these items.

INCOME RECOGNITION

Income is recognised to the extent that it is probable that
economic benefits will flow to the Company and that
revenue can be reliably measured.

Interest income
Interest income is recognised as it accrues, using the
effective interest rate method.

The effective interest rate method calculates the
amortised cost of a financial asset or financial Hability
and allocates the interest income or interest expense,
including any fees and directly related transaction costs
that are an integral part of the effective interest rate,
over the expected life of the financial asset or financial
liability so as to achieve a constant yield on the financial
asset or liability.

For assets subject to prepayment, expected life is

determined on the basis of the historical behaviour of

the particular asset portfolio, taking into_ account

contractual obligations and prepayment éx de{;‘}é" e
assessed on a regular basis. i

o
AUCKLANGD
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UDC FINANCE LIMITED

NOTES TO THE FINANCJAL STATEMENTS (continued)

1. ACCOUNTING POLICIES (continued)

(B)
(i)

i)

(v)

©)

(i)

INCOME RECOGNITION (continued)

Fee and commission income

Fees and commissions received that are integral to the
effective interest rate of a financial asset are recognised
using the effective interest rate method. For example, loan
commitment fees, together with related direct costs, are
deferred and recognised as an adjustment to the effective
interest rate on a loan once drawn. Commitment fees to
originate a loan which is unlikely to be drawn down are
recognised as income as the service is provided.

Fees and commissions that relate to the execution of a
significant act are recognised when the significant act has
been completed.

Fees charged for providing ongoing services (for
example, maintaining and administering existing
facilities) are recognised as income over the period the
service is provided.

Leasing income

Finance income on finance leases is recognised on a basis
that reflects a constant periodic return on the net
investment in the finance lease.

Gain or loss on sale of equipment, furniture and
fittings

The gain or loss on the disposal of equipment, furniture
and fittings is determined as the difference between the
carrying amount of the assets at the time of disposal and
the proceeds of disposal, and is recognised as an item of
other operating income or expense in the period in which
the significant risks and rewards of ownership are
transferred to the buyer.

EXPENSE RECOGNITION

Expenses are recognised in the Statement of
Comprehensive Income on an accruals basis.

Interest expense

Interest expense on financial liabilities measured at
amortised cost is recognised in the Statement of
Comprehensive Income as it accrues using the effective
interest rate method.

Loan origination expenses

Certain loan origination expenses are an integral part of
the effective interest rate of a financial asset measured at
amortised cost. These loan origination expenses include:

» fees and commissions payable to brokers in respect of
originating lending business; and

+ other expenses of originating lending business, such as
external legal costs and valuation fees, provided these

are direct and incremental costs related to the issue of a
financial asset.

Such loan origination expenses are initially recognised as
part of the cost of acquiring the financial asset and
amortised as part of the expected yield of the financial
asset over its expected life using the effective interest
method.

(iii) Share-based compensation expense

(iv)

The Company’s employees participate in various cash
settled share-based compensation plans operated by the
ANZ Group and largely comprise the Employee Share
Acquisition Plan and the ANZ Group Share Option Plan.
The Company purchases ANZ Group shares and share
options for the benefit of its employees from the ANZ
Group.

ANZ ordinary shares

The fair value of ANZ Group ordinary shares granted
under the Employee Share Acquisition Plan is measured
at grant date, using the one-day volume weighted average
market price of ANZ Group shares. The fair value is
expensed immediately when shares vest or on a straight-
line basis over the relevant vesting period.

Share options

The fair value of ANZ Group share options is measured at
grant date, using an option pricing model. The fair value
is expensed on a straight-line basis over the relevant
vesting period. This is recognised as an employee
compensation expense with a corresponding increase in
the share options liability account.

The option pricing model takes into account the exercise
price of the option, the risk-free interest rate, the expected
volatility of ANZ Group’s ordinary share price and other
factors. Market vesting conditions are taken into account
in estimating the fair value.

Lease payments

Leases entered into by the Company as lessee are
predominantly operating leases, and the operating lease
payments are recognised as an expense on a straight-line
basis over the lease term.

e
Lopnd ol
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UDC FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

10

1.
(D)
M

ACCOUNTING POLICIES (continued)

INCOME TAX

Income tax expense

Income tax on earnings comprises current and deferred tax.
It is recognised in the Statement of Comprehensive Income
as tax expense, except when it relates to items credited
directly to equity, in which case it is recorded in equity.

(ii) Current tax

(iii)

(iv)

Current tax is the expected tax payable on iaxable income,
based on tax rates (and tax laws) which are enacted or
substantively enacted by the reporting date, including any
adjustment for tax payable in previous periods. Current tax
for current and prior periods is recognised as a liability (or
asset) to the extent that it is unpaid (or refundable).

Deferred tax
Deferred tax is accounted for using the comprehensive tax

balance sheet method. It is generated by temporary
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax base.

Deferred tax assets, including those related to the tax effects
of income tax losses and credits available to be carried
forward, are recognised only to the extent that it is probable
that future taxable profits will be available against which the
deductible temporary differences or unused tax losses and
credits can be utilised.

Deferred tax liabilities are recognised for all taxable
temporary differences, other than those relating to taxable
temporary differences arising from goodwill.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply to the period(s) when the
asset and liability giving rise to them are realised or seftled,
based on tax rates (and tax laws) that have been enacted or
substantively enacted by the reporting date. The
measurement reflects the tax consequences that would
follow from the manner in which the Company, at the
reporting date, recovers or settles the carrying amount of its
assets and liabilities.

Offsetting

Current and deferred tax assets and liabilities are offset only
to the extent that they relate to income taxes imposed by the
same taxation authority, there is a legal right and intention to
settle on a net basis and it is allowed under the tax law.

()

(i)

(E) ASSETS

Financial Assets

Derivative financial instruments

Derivative financial instruments are contracts whose value
is derived from one or more underlying price index, or
other variables. They include forward rate agreements only.

Derivative financial instruments are entered into for
customer-related reasons or for hedging purposes, where
the derivative instruments are used to hedge the Company’s
exposures to currency risk.

Derivative financial instruments are designated as financial
instruments at fair value upon initial recognition with gains
or losses from subsegquent measurement at fair value being
recognised in the Statement of Comprehensive Income.
Fair values are obtained from quoted prices in active
markets including recent transactions.

Loans and advances

Loans and advances are non-derivative financial assets with
fixed or determinable payments that are not guoted in an
active market. They arise when the Company provides
money to a debtor with no intention of trading the loans and
advances. The loans and advances are initially recognised
at fair value plus transaction costs that are directly
attributable to the issue of the loan or advance. They are
subsequently measured at amortised cost using the effective
interest rate method less any impairment loss.

Loans and advances include direct finance provided to
customers such as current accounts, term loans, finance
lease receivables and hire purchase finance.

All loans are graded according to the level of credit risk.
Loans are classified as either productive, renegotiated,

Testructured, past due or impaired.

Impaired assets include individually impaired assets and
restructured loans. Individually impaired assets include
loans where there is doubt as to full recovery. An
individual provision is raised to cover the expected Joss,
where full recovery of principal is doubtful.

Restructured loans are impaired assets for which the terms
have been changed to grant the counterparty a concession
that would not otherwise have been available, due to the
counterparty’s difficulty in complying with the original
terms, and where the yield on the asset foliowing
restructuring is still above the Company’s cost of funds,

Mariad for
Identicgiion.
S iiclelaly
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UDC FINANCE LIMITED 11

NOTES TO THE FINANCIAL STATEMENTS (continued)

1. ACCOUNTING POLICIES (continued)

(ii) Loans and advances (continsed)

Renegotiated loans are loans that would otherwise be
past due or impaired had their terms not been
renegotiated.

Past due assets are any loans where the counterparty has
failed to make a payment when contractually due, and
which is not an individually impaired asset. A 90 days
past due asset is any past due asset which has not been
operated within the loan’s key terms for at least 90 days.

Impairment of loans and advances

Loans apd advances are regularly reviewed for
impairment. Credit impairment provisions are raised for
exposures that are known to be impaired. Exposures are
impaired and impairment losses are recorded if, and only
if, there is objective evidence of impairment as a result
of one or more loss events that occurred after the initial
recognition of the loan and prior to the reporting date,
and that loss event, or events, has had an impact on the
estimated future cash flows of the individual loan or the
collective portfolio of loans that can be reliably
estimated.

Impairment is assessed for assets that are individually
significant {(or on a portfolio basis for small value loans),
and then on a collective basis for those exposures not
individually known to be impaired.

Exposures that are assessed collectively are placed in
pools of similar assets with similar risk characteristics.
The required provision is estimated on the basis of
historical loss experience for assets with credit risk
characteristics similar to those in the collective pool.
The historical loss experience is adjusted based on
current observable data such as changed economic
conditions.

The estimated individwal impairment losses are
measured as the difference between the assets carrying
amount and the estimated future cash flows discounted
to their present value. As this discount unwinds during
the period between recognition of impairment and
recovery of the cash flow, it is recognised in interest
income. The process of estimating the amount and
timing of cash flows involves considerable management
judgement. These judgements are reviewed regularly to
reduce any differences between loss estimates and actual
loss experience.

The provision for impairment loss (individual and
collective) is deducted from loans and advances in the
Statement of Financial Position and the movement for
the reporting peried is reflected in the Statement of
Comprehensive Income.

When a loan is uncollectible, either partially or in full, it
is written off against the related provision for loan
impairment. Subsequent recoveries of amounts

(iii)

previously written off are taken to the Statement of
Comprehensive Income.

Where impairment losses recognised in previous periods
have subsequently decreased or no longer exist, such
impairment losses are reversed in the Statement of
Comprehensive Income.

A provision is also raised for off-balance sheet items
such as commitments that are considered likely to result
in an expected loss.

Finance lease receivables
Finance lease receivables include amounts due from
lessees in relation to finance leases.

The gross amount of contractual payments regarding
lease finance to business customers that have a fixed rate
and a fixed term are recorded as gross lease receivables
and the uneamed interest component is recognised as
income yet to mature.

The finance lease receivables are initially recognised at
amountis equal to the present value of the minimum lease
payments, plus the present value of any unguaranteed
residual value expected to accrue at the end of the lease
term. Finance lease payments are allocated between
interest revenue and reduction in the lease receivable
over the term of the finance lease, reflecting a constant
periodic rate of return on the net investment outstanding
in respect of the lease.

Non-financial assets

(iv) Other intangible assets

Other intangible assets include costs incurred in
acquiring and building software and computer systems
{(“software™).

Software is amortised using the straight-line method
over its expected useful life to the Company. The period
of amortisation is between 3 and 5 years.

At each reporting date, software assets are reviewed for
impairment. If any such indication exists, the
recoverable amount of the assets are estimated and
compared against the existing carrying value. The
recoverable amount is the higher of an assets fair value
less costs to sell and value in use. Where the existing
carrying value exceeds the recoverable amount, the
difference is charged to the Statement of Comprehensive
Income.

Costs incurred in planning or evaluating software
proposals, or in maintaining systems after
implementation, are not capitalised. (T , :

(" L
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UDC FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

12

1. ACCOUNTING POLICIES (continued)

{v) Equipment, furniture and fittings
Equipment, furniture and fittings are carried at cost less
accurnulated depreciation and impairment. Assets are
depreciated at rates based upon their expected useful
lives to the Company, using the straight-line method.
The depreciation rates used for each class of asset are:

Furniture & equipment 10%
Computer & office equipment 12.5% - 33%

At each reporting date, the carrying amounts of
equipment, furniture and fittings are reviewed for
impairment. If any such indication exists, the
recoverable amount of the assets are estimated and
compared against the existing carrying value. Where the
existing carrying value exceeds the recoverable amount,
the difference is charged to the Statement of
Comprehensive Income.

A previously recognised impairment loss is reversed if
there has been a change in the estimates used to
determine the recoverable amount.

(F) LIABILITIES

Financial liabilities

(i) Borrowings
Borrowings include interest bearing deposits, debentures
and other rtelated interest bearing financial
instruments. They are measured at amortised cost. The
interest expense is recognised using the effective interest

rate method.

(ii) Derecognition
Financial liabilities are derecognised when the
obligation specified in the contract is discharged,

cancelled or expires.

Non-financial liabilities

(iii) Employee benefits

Leave benefits

The amounts expected to be paid in respect of
employees’ entitlements to annual leave are accrued at
expected salary rates including on-costs. Expected
future payments for long service leave are discounted
using market yields at the reporting date on national
government bonds with terms to maturity that match, as
closely as possible, the estimated future cash outflows.
Liability for long service leave is calculated and accrued

(iv)

(G)
(8]

for in respect of all applicable employees (including on-
costs) using an actuarial valuation.

Defined centribution cash accumulation schemes

The Company’s contributions to its defined contribution
cash accumulation schemes are recognised as a
personnel expense in the Statement of Comprehensive
Income when incurred.

Prepaid contributions are recognised as an asset to the
extent that a cash refund or a reduction in future
payments is available. The Company has no further
payment obligations once the contributions have been
paid.

The assets of the defined contribution cash accumulation
schemes are held in trust and are not included in these
financial statements as the Company does not have
direct or indirect control of these schemes. The benefits
under the schemes are provided from contributions by
employee members and the Company, and from income
earned by the assets of the schemes. Members’
contributions are at varying rates. Actuarial valuations
are carried out at a minimum of every three years. The
Company does not operate a defined benefit
superannuation scheme.

Provisions

The Company recognises provisions when there is a
present obligation, the future sacrifice of economic
benefits is probable, and the amount of the provision can
be measured reliably. The amount recognised is the best
estimate of the consideration required to settle the
present obligation at the reporting date, taking into
account the risks and uncertainties surrounding the
obligation at reporting date. Where a provision is
measured using the cash flows estimated to settle the
present obligation, its carrying amount is the present
value of those cash flows.

PRESENTATION

Offsetting of income and expenses

Income and expenses are not offset unless required or
permitted by an accounting standard. This generally
arises in the following circumstances:

*  where gains and losses arise from a group of similar
transactions, such as foreign exchange gains and
losses;

» where amounts are collected on behalf of third
parties, where the Company is, in substance, acting
as an agent only; or

e where costs are incurred on behalf of customers
from whom the Company is reimbursed.

Idansifiva n E
i U e S



UDC FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

13

1. ACCOUNTING POLACIES (continued)

(i)

Offsetting assets and Habilities
Assets and liabilities are offset and the net amount
reported in the balance sheet only where there is:

= a current enforceable legal right to offset the asset
and liability; and

e an intention to settle on a net basis, or to realise the
asset and settle the liability simultaneously.

(iii) Statement of cash flows

(iv)

)

Basis of preparation
The Statement of Cash Flows has been prepared using

the direct approach medified by the netting of certain
items as disclosed below.

Cash and cash equivalents

Cash and cash equivalents include liquid assets and
amounts due from other financial institutions held for the
purpose of meeting short-term cash commitments that
are readily convertible to cash and subject to
insignificant risk of changes in value.

Netting of cash flows

Certain cash flows have been netted in order to provide
more meaningful disclosure, as many of the cash flows
are received and disbursed on behalf of customers and
reflect the activities of the customers rather than those of
the Company. These include customer loans and
borrowings.

Segment reporting

An operating segment is a component of the Company
that engages in business activities from which it may
earn revenues and incur expenses, whose operating
results are regularly reviewed by the Company’s chief
operating division maker to make decisions about
resources to be allocated to the segment and assess its
performance and for which discrete information is
available.

Goods and services tax

Income, expenses and assets are recognised net of the
amount of goods and services tax (*GST") except where
the amount of GST incurred is not recoverable from the
Inland Revenue Department (‘IRD’). In these
circumstances, the GST is recognised as part of the cost
of acquisition of the asset or as part of the expense,

Receivables and payables are stated with the amount of
GST included. The net amount of GST recoverable
from, or payable to, the IRD is included as ‘other assets’
or ‘other liabilities’ in the balance sheet.

Cash flows are included in the cash flow statement on a
net basis. The GST components of cash flows arising
from investing and financing activities, which are

(H)

(i)

(i)

(iif)

recoverable from, or payable to, the IRD are classified as
operating cash flows.

OTHER

Contingent liabilities

A contingent liability is a liability of sufficient
uncertainty that it dees not qualify for recognition as a
provision, but there is a possible obligation that is higher
than remote,

Further disclosure is made within Note 26 Contingent
Liabilities, Credit Related Commitments and Market
Related Contracts. Specific details of the nature of the
contingent liabilities are provided together with an
estimate of the range or a statement that such an estimate
is not practicable.

Funds under management and other
fiduciary activities

The Company acted as manager for the unit trust, UDC
Investment Funds, under which the following trusts are
operated - UDC Call Maximiser Fund, UDC Term
Maximiser Fund, ANZ Call Fund and ANZ Term Fund.

The assets of the trusts are invested in UDC Finance
debenture stock. No fees were earned in respect of the
Company’s management activities. Financial services
provided by, and assets purchased from the Company
were at arm’s length terms and conditions, and at fair
value. These trusts are managed as separate unit frusts.

Accounting Standards not early adopted

The following standards and amendments were available
for early adoption but have not been applied by the
Company in these financial statements. The Company is
currently assessing the impact of applying these
amendments to its financial statements.

NZ IFRS 9 Financial Instruments (2010} - effective
periods commencing afier 1 January 2013. Specifies a
simpler methodology for classifying and measuring
financial assets. Requires the amount of change in the
fair value attributable to changes in credit risk of certain
liabilities designated under the fair value option to be
presented in other comprehensive income.

Improvements to New Zealand equivalents 1o
International Financial Reporting Standards 2010 -
various effective daies. 1s the International Accounting
Standards Board’s annual omnibus update of standards.

Narkod for
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NOTES TO THE FINANCIAL STATEMENTS (continued)

2. CRITICAL ESTIMATES AND JUDGEMENTS USED IN APPLYING ACCOUNTING POLICIES

These financial statements are prepared in accordance
with NZ IFRS. However, there are a number of critical
accounting treatments which include complex or
subjective judgements and estimates that may affect the
reported amounts of assets and liabilities in the financial
statements. Estimates and judgements are continuaily
evaluated and are based on historical experience and
other factors, including expectations of future events that
are believed to be reasonable under the circumstances.

An explanation of the judgements and estimates made by
the Company in the process of applying its accounting
policies, that have the most significant effect on the
amounts recognised in the financial statements are set
out below.

Estimates

(a) Credit Provisioning

Provisions for impairment in customer loans and
advances are raised by management to cover actual and
expected losses arising from past events, Losses for
impaired loans are recognised promptly when there is
objective evidence that impairment of a loan or portfolio
of loans has occurred. Impairment losses are calculated
on individual loans and on loans assessed collectively.
Losses expected from future events, no matter how
likely, are not recognised. The amount of the impairment
loss is recognised as an expense in the Statement of
Comprehensive Income.

The calculation of impairment provisions includes
consideration of all expected cash flows associated with
the loan. This includes any expected cash flows from
realisation of security and interest and takes into account
any costs expected te be incurred, including security
realisation costs, legal and administration costs.

Individual provisions
An individual provision is raised where there is an

expectation of a loss of principal, interest and/or fees and
there is objective evidence of impairment.

At each balance date, the Company reviews individually
significant loans for evidence of impairment. All
relevant information, including the economic situation,
solvency of the customer/guarantor, enforceability of
guarantees, current security values and the time value of
future cash flows are taken into account in determining
individual provisions. At a minimum, individual
provisions are reassessed on a monthly basis, upon
receipt of a significant asset realisation or when there is
a change in customer circumstances/business strategy.

Collective provisions

A collective provision is calculated for:

¢  Loans subject to individual assessment to cover
losses which have been incurred but not yet
identified; and

s  For homogenous portfolios of loans that are not
considered individually significant (e.g. small
business loans).

The collective provision is estimated on the basis of
historical loss experience for assets with credit risk
characteristics similar to those in the cellective pool.
The historical loss experience is then adjusted for the
impact of current observable data.

For individually significant loans, historical loss
experience used to calculate the collective provision is
determined by taking into account historical information
on probability of default and loss given default by risk
grade. The collective provision on homogeneous or
portfolio managed exposures is calculated by applying
an expected loss factor tc the outstanding drawn and
undrawn balances in each loan portfolio. The expected
loss factor is determined from internal historical loss
data.

The Iong-term historical loss experience is reviewed by
management and adjustments made to reflect current
econemic and credit conditions as well as taking into
account such factors as concentration Trisk in an
individual portfolio. In addition, management recognise
that a certain level of imprecision exists in any model
used to generate risk grading and provisioning levels. As
such an adjustment is applied for model risk.

Management regularly reviews and adjusts the estimates
and methodologies as improved analysis becomes
available. Changes in these assumptions and
methodologies could have a direct impact on the level of
credit provision and credit impairment charge recorded
in the financial statements.

(b) Provisions (other than credit provisions)

The Company holds provisions in respect of a range of
future obligations such as long service leave, repairs and
maintenance, and restructuring costs. Provisions carried
for long service leave are supported by an independent
actuarial report. Provisions for restructuring are only
recognised when a detailed plan has been approved and
the restructuring has either commenced or been
announced. Costs relating to ongoing activities are not
provided for.

Some provisions involve significant management
judgement about the likely outcome of future events and
estimated future cash flows. These judgements are
based on management’s assessiment of conditions as at
balance date. The provision raised could potentially be

understated if factors affecting these judgemen{sfchange
|
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UDC FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

2. CRITICAL ESTIMATES AND JUDGEMENTS USED IN APPLYING ACCOUNTING POLICIES

(¢) Judgements

Deferred tax Assets

The Company has judged that there will be sufficient
taxable income in the future to utilise taxable losses and
has therefore recognised a deferred tax asset.

Yield related fees

The Company has reviewed all fees and has judged that
certain fees are integral to the yield of the product.
These fees have been appropriately included as part of
the effective interest rate. See Interest income
accounting policy for more detail.

Lease arrangements

The Company has reviewed lease arrangements where
UDC is the lessor and have determined that those leases
are finance leases.

i
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NOTES TO THE FINANCIAL STATEMENTS (continued)
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3. RISK MANAGEMENT POLICIES

The Company manages risk through an approval, delegation and limits structure. Regular reviews of the policies, systems and
risk reports are conducted within the Company and also by the Parent Company, ANZ National Bank Limited, and the Ultimate
Parent Company, Australia and New Zealand Banking Group Limited.

Credit risk, including concentrations of credit risk, credit risk to bank counterparties and related party credit risk is the potential
loss arising from the non-performance by the counterparty to an instrument or facility, Credit risk arises when funds are
extended, committed, invested or otherwise exposed through contractual agreements, and encompasses both on and off-balance
sheet instruments. Credit risk is controlled through a combination of approvals, limits, reviews and monitoring procedures which
are carried out on a regular basis, the frequency of which is dependent on the level of risk. A central credit administration
function oversees credit policy and asset quality,

Balance Sheet Risk Management embraces the management of non-traded interest rate risk, liquidity and the risk to capital and
earnings as a result of exchange rate movements. A specialist balance sheet management unit within the Parent Company
manages these risks in New Zealand, and is overseen by Risk Management and the Asset and Liability Committee {of the Parent

Company).

= Interest rate risk management's objective is to produce strong and stable net interest income over time. The Company’s
interest rate risk has been transferred to the Parent Company through the adoption of the Parent Company’s funds
transfer pricing system. The Parent Company uses simulation models to quantify the potential impact of interest rate
changes on earnings and the market value of the balance sheet. Interest rate risk management focuses on two principal
sources of risk: mismatches between the repricing dates of interest bearing assets and liabilities; and the investment of
capital and other non-interest bearing labilities in interest bearing assets.

s Currency risk relates to the potential loss arising from the decline in the value of foreign currency positions, due to
changes in foreign exchange rates. For non-traded instruments in foreign currencies, the risk is monitored and is hedged
in accordance with policy. Risk arising from individual funding and other transactions are actively managed. The total
amount of unmatched foreign currency assets and liabilities, and consequent foreign currency exposure, arising from
each class of financial asset or liability, whether recognised or unrecognised, within each currency is not material.,

«  Liguidity risk is the risk that under certain conditions, cash outflows can exceed cash inflows in a given period. The
Company closely monitors and forecasts its liquidity risk. The Company has a high retention rate for its investments.
The Company also maintains committed credit facilities with the Parent Company.

Capital Management Policy, the Company considers share capital and retained eamings to be capital for management purposes.
The trustee sets and monitors capital requirements for the Company as a whole. The trustee requires the Company to maintain
the aggregate amount of “Shareholders Funds” and “Uncalled Capital” as defined in the Teust Deed, of not less than $40 million.

The Company’s policy is to maintain a strong capital base so as to maintain shareholder, creditor and market confidence and to
sustain future development of the business. The impact of the level of capital on shareholders return is also recognised and the
Company recognises the need to maintain a balance between the higher returns that might be possible with greater gearing and
the advantages and security afforded by a sound capital position. The Company has complied with all trustee imposed capital
requirements throughout the period.

There have been no material changes in the Company’s management of capital during the period.

Other material business risks to which the Company is exposed consist of operational risks that are potentiaily inherent in day
to day operations. These risks include natural disaster, criminal activity including fraud and forgery, systems failure, personnel
failure and non-compliance with legislation and regulations. In accordance with Company Policy, operational risks are managed
as part of the day to day running of all business operations. Specialist units within the Parent Company assist in managing
operational risks by setting standards and policies, providing advisory and investigating services and monitoring compliance.




UDC FINANCE LIMITED

NOTLS TO THE FINANCIAL STATEMENTS (continucd)

4, INCOME

Audited Audited Audited
Six Months {o Six Months to Yearto
31/03/2011 31/03/2010 30/09/2010
§$000 $000 $000
Interest income
Interest received or receivable from lending:
- Term Ioaas 55,311 52,644 106,978
--Current pccounis 4,259 3,535 7,277
- Hire purchase contracts 22,374 21,024 42,557
- Finance leases 7,592 7,519 15,071
- Individually impaired assets 1,578 323 2,305
- Related parties - ANZ National Bank Limited 1,682 683 1,685
Total interest income 92,796 85,730 175873
Lending and credit facility fee income 313 307 640
Other income 169 128 1,385
Cther operating income 482 435 2,025
Toftal income 93,278 26,165 177,898
5. EXPENSES
Audited Audited Audited
Stx Months to Six Months fo Yeario
31/03/2011 31/03/2010 30/09/2010
$000 £000 £000
Interesi expense
- Borrowings 47,386 35,156 68,704
- Related parties - ANZ National Bank Limited 10,825 16,266 28,896
Total interest expense 58,211 51,422 98,600
Operating expenscs
Personnel costs 6,998 6,817 15,260
Employee entitiements 639 625 1,273
Pension costs - defined contribution schemes 227 207 422
Share based compensation - ANZ National Bank Limited 223 218 218
Auditors' remuneration
- In respect of auditing the accounts 87 220 259
- In respect of essurance and avdit related services 15 13 14
Depreciation of leasehold improvements and equipment, furniture and fittings 14 67 79
Amontisation of software 383 230 612
Fees paid to related parties - ANZ National Bank Limited 4,251 4515 9,372
Technology 674 668 1,728
Advertising and public relations 629 596 1,729
Motor vehicle - lease expenses 244 271 521
Maotor vehicle - other expenses 119 131 289
Disposal of fixed assets - 216 216
Ohther costs 826 1,136 2,294
15332 15,930 34,286

Total operating expenses

! Fees paid to rclated partics

Fees paid 10 ANZ National Bank Limited include payments for information technology, praperty, end other services, all of which have been
charged on an arms length basis.

rarkad for
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NOTES TO THE FINANCIAL STATEMENTS (continued)

6. TAX EXPENSE

Audited Audited Audited
Six Months to Six Months to Yeario
31/0372011 31/03/2010 30/09/72010
s000 S000 S600
Reconciliation of the prima facie incomie tax payable on profit with the income
tax expense charged in the Statement of Comprehensive Income
Profit before income tax 13,096 5,103 27,669
Prima facie income tax expense at 36% 3,929 1,531 8,30]
Non-deductible expenses 54 32 50
3,983 1,563 8,351
Income tax (over) under provided in prior ycars - €] i9
Tax cffect of change in domestio tax rate’ (26) - 1,130
Total income tax expense 3,957 1,556 9,500
Effective tax rate 30.2% 30.5% 34.3%
The major components of the income tax expense comiprise:
Amounts recognised in the Statement of Comprehensive Income
Current income {ax charge 4,012 3,285 7,701
Adjusiments recognised in the ourrent period in relation to
owrrent tax of prior periods - N 19
Deferred lax (benefit} / expense relating to the origination and
reversal of lemporary differences (55) (1,722) 1,780
Toial income 1ax expensc recognised in Statemnent of Comprehensive Income 3,957 1,556 9,500

'In May 2019, legislation was passed to reduce the New Zealand oorperate tax rate from 30%to 28%, effective for the 201 1/2012 income Lax year.

The tax affect shown is the impacl on the value of deferred tax assets and liabilities as a result of the reduction in the corporate tax rate from ) October 2010,
UDC is a member of the NZ resident imputation subgroup which maintains an imputation oredit saccount. Imputation credits held by the NZ resident
subgroup are available for usc by UDC.

7. CASH AND CASH EQUIVALENTS

Audited Audited Andited

31/03/2011 3uazno 30/09/2010

5000 $000 $000
Cash and short term funds 161,588 54,445 135,518
Tolal vash and cash equivalents 161,588 54,445 135,518

The cash and short term funds are held with ANZ National Bank Limited (Parent Company - AA Credit Raling).
The interest js received at wholesale inlerest rates, 2.50% at 31 March 2011 (31 March 2010 2.50%; 30 Scpiember 20190 3.00%).
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8.

LOANS AND ADVANCES

Term Joans

Current accounts

Hire purchase contracts
Finance lcases

Gross loans and advances

Deferred fee revenue and expenses
Provision for credit impatrment (Note 16)
Uneamed income

Tolal net loans znd advances

Hire purchase contract receivables

Grogs investment in hiré purchase contract receivables
- Not later than one year

- Later than one year bt not later than five years

- Later than five years

Total gross hire purchase conltract reccivables

Uneamed income on hire purchase contracts

Present value of minimum hire purchase contract receivables

Present value of minimum hire purchase contract receivables
- Not later than one year

- Later than onc year but not later than five years

- Later than five years

Present value of minimuim hire purchase contract reecivables

Provision for credit impairment on hire purchase receivables

Finance lease recelvables

Gross investment in finance Jease receivables

« Nat later than onc year

~ Later than one year bul not later than five years
- Later than five years

Total gross finance l¢ase recejvables

Unearned incoms on finance leascs

Present value of minimum finance lease receivables

Present value of minimum firance lease reccivables
- Not later than one year

- Later than one year but not later than five years

- Later than five years

Present value of minimum finance lease reccivables

Included in the above gross finance lease receivables are:
Residual value on finance leases

Provision for credit impaitment on finance lzase receivables

Audited Audited Audited
Six Maonths to Six Months to Yearto
31/03/201% 31/03/2010 30¢09/2010
S660 506 $000
1,362,549 1,322,945 1,411,648
222,393 170,332 185,357
533,334 463,330 496,969
215,519 202,224 206,487
2,313,795 2,158,831 2,300,451
(5,138) (3,930) (4,811)
(54,387) (64,150) {53,806)
(263,146) {252,411) (273,073)
1,991,124 1,838,340 1,968,771
220,144 203,794 214,415
293,187 259,529 282,546
3 7 [
513,334 463,330 496,969
81,410 73,245 79,308
431,924 390,085 417,66}
207,160 191,436 201,670
224,763 198,645 215,991
1 4 -
431,924 390,085 417,661
(6,163) {7,334) (6,205)
81,018 20,234 78,164
133,383 118,329 126,746
1,121 3,161 1,577
215,519 202,224 206,487
33,160 31,112 32,226
182359 171,112 174,261
76,944 76,186 74,173
104,753 92,991 99,158
662 1,935 930
182,359 171,112 174,261
70,449 52,064 59,868
(2,786) (3,205) (2,578)

JAUCHLAND
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9. INDIVIDUALLY IMPAIRED, RENEGOTIATED AND PAST DUE ASSETS

Aautited Andited Audited
$ix Months to Six Months to Yearto
31032011 31/03/2010 30/05/2010
$000 So0e 3000
On-balanee sheel individually impaired, renegotiated and past due assete
Individuslly Jmpaired assets
Balanve at beginning, of the period 81,796 59,183 59,183
Transfers 1o individually impaired assets from past due assets 10,165 43,668 75,797
Transfers from individunlly impaired assets o past due assets (1211) {1,478) {2.558)
Assefs realised or loans repaid (8.260) (11,704) (28,138}
Wiite offs (5.456) (9,642) (22,488)
Total inpaired assels 77,034 80,027 81,796
Renegotiated assels (see nate 22 15,469 50,678 59,330
Past due assets
Balanee at the beginaing of the period 127,644 01,818 107,818
Transfers to / from pasi dae assets 1o productive assets 77327 44,368 93,055
Transfers te past due awsets from individually impaired assetz 121 1478 2,558
Transfers from past dug assels to individnally impaired asscls (18165 (43,668} {75,797
Balance at the end of tho period - 196,017 109,996 127.644
Interest foregone on impairod sssets
Groas interest receivable on impaired loans 2512 3.ns 6,029
Loss Inicrest recognived 1.5 {323) (2,305}
Net interest forcgone on impaised loans 1,344 2,192 3,724
The past duc assets for the Company represent 8.47% of groas loans outsianding (31 March 2010 5.10%; 30 September 2010 5.55% ).
Al loan balances deemed collectable, that are classified as past due less thar 90 days, are considered 1o be tempormrily overdus.
1. PROVISION FOR CREDIT IMPAIRMENT
Audlted Audited Awdited
Six Months to Six Months to Yearic
31032011 31/03/2010 301092010
$000 $000 $00¢
Colfective provision
Batanee at beginning of the period 28,72% 36,368 36,368
{Cradit) to Staternent of Comprehensive Income 94 {2.244) (7.647)
Balance ai end of the period 27,779 34,324 28,721
Individual provisien (ndividually impaired assets)
Balance at beginning of the period 25,085 22,059 22,859
Charga to Staiement of Comprehensive Income 7,581 15,954 24,990
Rocoveries 976 1,078 1,929
Interest on individually impained assets {,578) (323) (2,305}
Bad debis wnitten off (5:456) {9.642) {22.488)
Balance at end of the perod 26,608 30,026 25,083
Total provision for credit impairment 54387 64,150 53,806
The following provides a reconcifiztion of the above movements in provisions for aradit impeaitraent
ported in the St of Comprehensive Incorne,
Proviston movement analysis
New and increased individual provisions 9,869 18,562 32,088
Provision releases 1312) (1,530) (5,169)
3,557 17,032 26,919
Recoveries ©7%) (1,078) 1,929)
individua) provision charge 7,581 15,954 24,930
Collective provision (credit ©42) (2,244) (7,647
6,639 13,710 17,343
Charge 1o Stalement of Comprehonsive Income
Corporale exposures 5390 7,987 14,459
Retai} exposures 1,249 5,723 2,874
6,639 13,110 17,343

Charge lo Stalement of Comprehensive Income

Total provision for eredis impai has been dedusted from gross loans and advences,
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11. OTHER ASSETS

Aundited Audited Audited
Six Months to Six Months to Year to
31/03/2011 33/03/2010 30/09/2010
S000 3000 $000
Accrued interest 187 140 186
GS8T receivable 5,692 4,168 4,986
Other assets 2,815 368 1,672
Total other assets 8,694 4,676 6,844
Accroed interest balances relate to funds that are hetd with ANZ National Bank Limited (Parent Company).
12. DEFERRED TAX ASSETS/LIABILITIES
Audited Audited Audited
Six Months to 8ix Months to Year to
31/03/2011 31/03/2010 30/09/2010
$000 $000 £000
Balance at beginning of the period 15,0587 16,837 16,837
Credit / (Charge) to Statement of Comprehensive Income S5 1,722 (1,780)
Balance at the end of period 15,112 18,559 15,057
Deferred tax asscts comprise the following temporary differences:
Provision for credit impairment 15,226 19,245 15,025
Equipment and software (S3) (235) (106)
Provisions and other liabilities 3,128 1,367 1,948
Lease finance (3,394) (3,251) (3,432)
Other 2,205 1,433 1,622
Net deferred tax assets 15,112 18,559 15,057
The deferred tax credit (charge) in the Statement of Comprehensive Income
comprises the following temporary differences:
Provision for credit impairment 201 1,447 (2,773)
Leasehold improvements, equipment and software 53 (37 92
Provisions 820 (626) (45)
Lease finance 38 548 367
Other 583 390 579
55 1,722 (1,780)

The reduction in the corporate 1ax rate from 30% to 28% from the 201 1/2012 tax year has been reflected when calculating the value of deferred

tax assels as at 31 March 2011,
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NOTES TO THE FINANCIAL STATEMENTS (continued)

13. INTANGIBLE ASSETS
Andited Audited Audiled
Six Months 1o Six Months to Year to
31/03/2011 31/03/2010 30/0972G10
£000 $000 scoo
Software
Gross carrying amount
Balance at beginning of the peried 3,10 2,297 2,297
Additions from develop 1,061 - 813
Balance at end of the period 4,171 2,297 3110
Accumulated am ortisation
Balance at beginning of the period {1,913) (1.301) (1,301)
Amonisation expense (383) (230) (612}
Balance at end of the period (2,296) (1,531} (1,913}
Total intangible assels 1,875 766 1197
No jmpaiiment losses have been recopnised against the gross carying amount of intangible assets for the period ended 31 March 2011 (31 March 2010 $nil; 30 September 2010 Snil).
14. BORROWINGS
Audited Audited Audited
Six Months to Six Months to Year to
31/03/2011 31/03/2010 307092000
So000 $000 $000
Current borrowings
Sceured debenture stock 1,357,901 1,087,253 1,058,009
ANZ National Bank Limited - 275,000 -
1,357,901 1,362,253 1,058,009
Noy current borrowings
Secured debenture stock 232,764 271,139 320300
ANZ Nationa! Bank Limited 275,000 - 450,000
1,865,665 1,633,352 1,828310

Total berrowings « recognised at amortised cost

The Company hes a cammitted credit facility availeble on demand with ANZ National Bank Limited of $800 million (31 March 2010 $650 million; 30 Scptember 2010
$800 million), of which $275 million was utilised ag 3t 31 March 2011 (31 March 2010 $275 million, 30 Seplember 2010 $450 million). The interest rate on the

committed credit facility at 31 March 2011 was 3.86% (3} Merch 2010 3.71%; 30 Scptember 2010 4.20%).

During the [inancinl year endled 30 September 2010 the term of the commitied credit facility with the ANZ National Bank Limited was increased from one year to two years.
The current facility expires on 30 September 2012 but the Company has the option to extend the agresment,

Registered secured debenture stock is constituled snd scoured by trust desd bevween certain companies within the UDC Group (the "Chargimg Group™) nnd independent
trustees. The trust deed creates a security over all the assels, primarily loans and advances and operating lease assets, of those companies, As at the date of these financial

statements, UDC Finance Limited is the only member of the Charging Group,

The trust deed stipulates thsi the UDC Group must comply with certain conditions. These include that the sggregate amownt of sharcholder funds and uncalled capital will
be at tcast $40 million at ail times. UDC has fully complicd with these requirements during the financial poriad.

Pricrity of claims over the assels would rank equaily between secured debenture stack and the ANZ secured bank berrowings.
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PAYABLES AND OTHER LIABILITIES

Audited Audited Audited
Six Montlis to Six Months to Yeario
31032011 31/03/2010 30/09/2010
$0a0 $000 $000
Accrued interest secured debenture stock 25,487 23,956 23,779
Other acerued charges 2,536 3722 4,970
Creditors . RO2 188 686
GST payable 5,907 501 4,373
Withholding taxes payable 2,189 1,589 1,780
QOther Jiabilities 5,140 5,590 5,042
Tolat payables and cther liabilities 42,031 40,119 41,130
Included in other liabilities, are intercompany setilement balances between the Company and other members of the ANZ Holdings (New Zealand) Limited Group
of §5,026,000 at 31 March 2011 (31 March 2010 $5,472,000; 30 September 2010 $4,932,000).
16, PROVISIONS
Audited Audiled Audited
Six Months to Six Months to Yearto
31/03/2011 31/03/2010 30/09/2010
S000 000 §000
Provision for employee entitienients
Balance at beginning of the period 1,026 1,18 1,186
Provision utilised (80 {208) {160)
Tetat provisions 945 91 1,026
Employee entitlements
The provision for cmpleyee entitlements provides mainly for the cost of annual leave and long service leave.
17. ORDINARY SHARE CAPITAL
Audited Audited Audited
Six Months to Six Months to Yearto
31/03/z011 31/03/2010 30/09/2010
No. of Shares No. of Shares No. of Shares
Ordinary share capltal
Total ordinary shares 52,352,000 52,352,000 52,352,000
Uncalled ordinasy shares (31,600,000) {31.600,000) (31,600,000)
Ordinary shares issued st beginning and end of the period 20,752,000 20,752,000 20,752,000
Audited Audited Audited
31/03/2011 31/03/2010 30/09/2010
soog 5600 5000
Ordinacy pald In share capital
Total share capital 52,352 52,352 52,352
Unealled share capital (31,600) (31,600} (31,600)
Ordinary paid in share capital at beginning and end of the period 26,752 20,752 20,752
The holders of ordinary shares are entitled 1o receive dividends as declared from time to time and are entitled 1o one vote per shere st mestings of the company,
and rank equally with regard to the Company's residua) ssseis,
No dividends were declared for the periad to 3} March 2011 (31 March 2010 Snil; 30 Scplember 2010 Sail)
18, COMMITMENTS
Audited Audlited Audiled
Six Months to Six Months to Yesrto
3i/n3noil 31/03/2010 30/09/2010
soo0 000 $000
Lease rentals
Future minimum lease payments under non-cancellable operating leases:
Vehicles
Not later than | year 405 119 312
Later than 1 year but nat Jater than 5 years 453 16 499
Total commitments 898 135 81}, -

Y
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NOTES TO THE FINANCIAL STATEMENTS (continued)

19, FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES

Fair Value Methodologies

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in
an arms length transaction.

The fair values are based on relevant information available as at balance date. While judgement is used in obtaining the fair
value of financial instruments, there are inherent weaknesses in any estimation technique. Many of the estimates invoive
uncertainties and matters of significant judgement, and changes in underlying assumptions could significantly affect these
estimates, Furthermore, market prices or rates of discount are not available for many of the financial instruments valued and
surrogates have been used which may not reflect the price that would apply in an actual sale.

The methodologies and assumptions used when determining fair value depend on the terms and risk characteristics of the
various instruments and include the following:

Certain short term financial assets
For cash and short term funds, balances with other financial institutions with maturities of less than three months and other types
of short term financial assets, the carrying value of these financial instruments are considered to approximate their fair values as

they are short term in nature or are receivable on demand.

Derivative financial instruments
Derivative financial instruments are carried at fair value. Foreign exchange contracts were valued using market prices.

Loans and advances
Fair value has been estimated through discounting future cash flows. For fixed rate loans and advances, the discount rate

applied incorporates changes in wholesale market rates. The ANZ National Bank Limited Group’s cost of wholesale funding
and movements in customer margin. For floating rate loans, only changes in wholesale market rates and the ANZ National
Bank Limited Group’s cost of wholesale funding are incorporated in the discount rate. For variable rate loans where UDC sets
the applicable rate at its discretion, the carrying value is considered to approximate the fair value.

The difference between estimated fair values of loans and advances and their carrying value reflects changes in interest rates
and the credit worthiness of borrowers since loan origination.

Where the Company has established fair value using a market interest rate, the rate used for joans and advances is 9.09% (31
March 2010 9.25%; 30 September 2010 9.22%).

Otber financial assets
The carrying value of accrued interest and fees receivable approximate their fair values, as they are short term in nature or are

receivable on demand.

Borrowings
For interest bearing fixed maturity deposits and other borrowings without quoted market prices, market borrowing rates of

interest for debt with a similar maturity are used to discount contractual cash flows. The fair value of a deposit liability without a
specified maturity or at call is deemed to be the amount payable on demand at the reporting date. The fair value is not adjusted
for any value expected to be derived from retaining the deposit for a future period of time.

Where the Company has established fair value using a market interest rate, the rate used for debenture borrowings is 5.67% (31
March 2010 5.42%; 30 September 2010 5.54%)

Payables and other financial liabilities
This category includes accrued interest and fees payable for which the carrying amount is considered to approximate their fair
value, as they are short term in pature or are payable on demand. Income tax liabilities and provisions are not considered

financial liabilities.
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NOTES TO THE FINANCIAL STATEMENTS (centinuedy

18

19.

FAIR VALUE OF FINANCIAL ASSETS AND LIABILTTIES {continued)

The tabje below sumsmarises the currying amounts and fair values of each class of financial assets and liabilities,

The methods and significan! assumptions applied in determining fair valuss are outined on the previous page.

Avdlted Autlted Audited Audited Audiled Audited
31/0372013 31/0312011 31/03/2010 11/03/2010 30/08/2010 1020972010
Carrving Falr Carying Fair Carrying Fair
Amount Valug Amobnat Valne Amount Value
$000 S000 S000 soo0 S000 800D
Financlal assets
Cash and cash equivalents 161,588 161,588 34,445 54,445 135,518 135,518
Loans and advances 1,991,124 2,003,850 1,838,340 1,851,948 1,968,771 1,582,419
Dther assels 3,002 3002 508 508 1,858 1,858
Tolal financial assets 2,155,714 2,168,441 1,893,295 1,906,901 2,106,147 2,119,795
Financhd Unbifitics
Borrowings 1,865,665 1,874 331 1,633,392 1,638,341 1,828,310 1,834,642
Payables and other liabilities 33,935 33,935 33,456 33,456 34,877 34,477
Total financia) liabilities 1,899,600 1,908266 1,666,848 1,671,397 1,862,787 1,869,119
All financial assets and liabilitics aro carvicd al istd cost with the of deri 1] which are casmied at their fair value,
Fr-YaR
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NOTES TO THE FINANCIAL STATEMENTS (continued)

20, LIQUIDITY RISK

Liquidity risk is the risk that the Company will encounter difficulty in mecting its commitmenis when they fall due. As part of its risk programme, the Comp tiquidity
risk through is daily cosh This fi takes into cosideration contractual maturities for financial Sinbilities and assets.
A key factor in the management of liquidity risk by the Company is the existence of a $800 million (31 March 2010 $650 million; 30 September 2016 $800 million) committed credit facility.

This Facility has a two year 1em. The cucremt facility expires on 30 September 2012 but the Corapany has the option to extend the agreement.

The Company does not manage its liquidity on the basis of expected matusity dates. The following maturity analysis of assets and )iabilitics has been prepared on the basis of the remaining period

o | manrity of pringipal and interest as 21 period end on an undiscounted basis.
Contractual mawrity analysis for en-bal sheet fi jal nssels and liabilitics, including expected interest 1o mazurity:
Totat  AtCalOr
Within 3 36 6-12 1-2 25 Beyond
Months Months Months Years Years 5 Years
S000 S000 Soe S600 5000 5000 SO0
Audited 31/03/2011
Assets
Cash and cash equivalents 161,588 161,588 - - - - .
Loans and advances 1255279 500,152 191,994 354,332 591,025 589,757 28,01%
Other assels 3,002 3,002 - - - - -
Tonal financial assets (inclusive of interest) 2,419,869 664,742 191,994 354332 591,025 539,757 28,019
Linbilitles
Borrowings 1,632,615 486,173 314,495 565,165 120,953 135,81% .
Other liabilities 33,935 33,935 - - - - -
Committed credit facility utilised 275,000 - - - 275,000 - -
Tota! financial liabifities (inclusive of interest) 1,941,550 530,108 314,495 565,165 395,963 135,319 -
Audited 31/03720£0
Assets
Cash and cash equivalents 5,945 54,445 - - - - -
Loans and advamces 2,09¢,091 439,292 182,819 357,338 336,264 566,193 29,183
Other assels 508 508 - . - - -
Total fi 1a) asscts (inclusive of i ) 2,146,044 494,245 182819 337,338 336,264 366,193 29,185
Liabifities
Borrowings 1,403,362 813,337 259,096 34,294 162,957 131,677 1
Other liabilities 33456 33,456 - - - - -
Committed credit facility utilised 275,000 - 275,000 - - -
Total financial liabilities (inclusive of interest) 1,709,818 846,793 259,096 309,294 162,957 131,677 ]
Audited 30/09/2010
Assets
Cash and cash equivalents 1533518 135,518 - - - . .
Loans and advances 2,242,861 463,211 193,266 351,091 572,698 620,948 30,647
Other assets 1,858 1,838 - - . - ~
Totel fnancial assets (inchusive of interest) 2,380,257 600,587 195,266 351,091 572,698 629,948 30,647
Liabilities
Bomowings 1,428,197 559,183 223,248 297911 213,356 134,499 .
Other liabilites 34477 34477 - - - - -
Committed cregit facility utilised 450,000 - - - 450,000 - .
Toat financial tiabilities (inclusive of imerest) [.912,674 593,660 223,248 297,911 663,356 134,499 N

keriils)
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21.

INTEREST RATE SENSITIVITY ANALYSIS AND WEIGHTED AVERAGE INTEREST RATES

The following tables represent the inlerest rate sensitivity of the Company's assets, lishilities and off bal shecti ts repricing (that is, when interest rates applicable to

each asset or liability can ba changed) in the periods shawn.

Repricing gapy we basad upon contractua} sepricing information except where the contraciual terms are nol considered (o b reflective of achual interest rte aensitivity, for example, those assels
and liabilities priced at the Company’s discretion. In such cases, the rate sensifivity is based upon histarically observed and/or anticipated rate gensitivity.

ibiliGes includ ing depesils seceived and rising

Lot -]

The Company i prn of the ANZ National Bank Limited’s (ANZ National) Fung Transfer Pricing Systern. ANZ National's resp
funds on the wholesate money maskel. Inferest rate risk inherent in the bafance shest has been transferred to ANZ Natonal.
Fund Transfer Pricing charges and recoipis are based on market rates.

Tniterest rate sensitivity for the Company is managed within ANZ National. As the Company is & whelly owned subsidiary of ANZ National all interest mte sensitivity analysis is managed
at ths ANZ National Jeved,

The Compony’s fixed rate lonns and reczivables have no cxposure 1o interest cashflow sensitivity 25 they are at fixed rales and aro measured at amortised cost
The Company’s derivatives and other financial assets are non interest bearing,

‘The Company’s fixed mate iabilitins have no expeswre lo interest cashflow sensifivity as they are al fixed rates and aso measitred af amorbised cost,
The Company’s derivatives and ofher financial lisbilities are non interest bearing,

A change in intesest rates of 1% on floating rate asscts would have en impaot of $3.07m (31 March 2010 $2.03m; 30 Scptember 2010 $2.66m) on profit and loss and equity.

A chanpe in interest tates of 1% on floating rate liabitities would ave an impact 0f $1.811m (3) March 2010 $2.12my; 30 Seplember 2070 $1.89m) on profit and Joss and equity,

Tn Mew Zealand, ANZ National uses a corbination of pricing initietives and afEbat sheael § t in the B af inforest rate risk. For example, whers 2 strong medium
fo long term mite view is held, hedging and pricing strafegics are used to modify the profile’s mie seasitivity so thatilis positioned 10 lake ndvantage of the expecied movement ininterest sates,

However, snch positions are taken within the overall risk limits specified by policy.

Welghted Total At Cali Or .
Efective Carrylng Within 3 36 612 -2 2.5 Beyond Not interest
Interest Value Month. Month: Month Yewrs Years 5 Years bearing
Rate 5000 soon 000 sto0 s$600 Soin soo sooo
Audited 31/03/2011
Financial agsets
Cash eng cash equivalents 2.50% 161,588 161,588 - - - - - .
Loans and advances 9.54% 1,991,124 1,032,056 114,873 216,903 330,910 289,524 6358 -
Ciher assets nfa 3,002 - - - - - - 3.002
Total fnancial nssets 2,165,714 1,193,644 114873 216,503 330,910 289,524 6,858 3,002
Finauctal labilitles
Bomowings $.33% 1,865,665 496,377 310,520 551,004 390,060 117,704 . .
Other liabilitiss nfa 33,935 - - - - - - 33,938
Toial financial Yisbilities 1,399,600 €35,317 310,520 551,004 398,050 117,704 - 33,938
On-balance shect inlercst sensitivity gap 256,114 697,267 (195,647) (334,101) (59,150) 171,820 6,458 (30,933)
Interest sensitivity gap mansged by Parent Company {256,114) (697.26T) 195,647 334,101 59,150 (171.820) (6,853) 30,933

nterest sensilivity
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NOTES TO THE FINANCIAL STATEMENTS (continued)

21. INTEREST RATE SENSITIVITY ANALYSIS AND WEIGHT ED AVERAGE INTEREST RATES [continucd)

Weighted Totdl  AtCall O

Effective Carrying Within 3 3-6 6-12 1-2 2.5 Beyond  Not inlerest
Interest Value Months Months Months Years Years 5 Years bearing
Rate $000 50060 S000 000 S000 S000 S000 S060
Audited 31/03/2010 -
Financial assets
Cash and cash equivalents 2.50% 54,445 54,445 - - - - .
Loans and sdvances 9.671% 1,838,340 841,642 118,059 224,136 349,546 206,005 89052 -
Cther assets nfa 508 - - - - . . 508
Tota} financial assets 1,893,293 896,087 118,059 224,136 349,546 296,005 8,952 508
Fintancial Habilities
Bormrowings 4.68% 1,633,392 803,931 256,100 302,222 155.672 115,466 1 -
Cther liabilities nfa 33,456 - - - - - . 33,456
Total {inancial liabilitics 1,666,848 803,931 256,100 302,222 155,672 115,466 1 33,456
On-balance sheet interest sensitivity gap 226,445 92,156 (138,041) (78,086) 193,874 180,539 8,951 (32,948)
Inierest sensitivity gap managed by Parent Company (226,445) (92,156) 138,041 78,086 (193,874) (180,539) (8,951) 32,948
Interest sensitivily - - . - - . .
Weighted Total At Call Or
LCifective Carrying Within 3 3-6 §-12 1-2 -5 Beyond  Not intercst
Interest Value Months Months Months Years Years 5 Years bearing
Rate 000 $000 S000 $000 000 000 $000 $000
Audited 30/09/2010
Financlal assets
Cash and cash equivalents 3.00% 135,518 135518 - - . - . .
Loans and advances 92.65% 1,968,771 586,100 117,843 2i4,164 346,158 298,253 6,253 -
Other asscls nfa 1,858 - - - - . - 1,858
Totsl financial assels 2,106,147 1,121,618 117,843 214,164 346,158 298,253 6,253 1,858
Financja liabilities
Bomowings 4974 1,828,310 546,822 220514 290,673 653,254 117,047 . -
Other lisbilities nfa 34,477 - - - - - - 34477
Total financial liabilities 1,862,787 546,322 220514 290,673 653,254 117,047 - 34477
On-balance sheol interest sensitivily gap 243,360 574,796 (102,671) (76,509) (307,096} 181,206 6,253 (32,619)
Interest sensitivity gap ged by Parent Comy (243,360} {574,796) 102,671 76,509 307,096 (181,206} (6,253) 32,619

Interest sensitivity .
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NDTES TO THE FINANCIAL STATEMENTS (cantinued)

22.

CREDIT RISK

Maximum exposure to eredit risk
The maximum credif rick of on-balance sheet financial assely is best represented by the carrying amouns of the asscts, net of any allowance for credit
impnirment. The credit nsk exposuse does not take info account the fair value of any collateral, in the event of other parties fafling fo perform their

bligations under fi
4

The carying amounl of financial assets rep the maxi credit exposure.
On-balance sheet eredit exposures
Audlted Audited Audited
Six Months <o Six Months to Yeer 1o
311032611 31403/2010 30/09/2010
$000 $000 5000
Cash and cash equivalents 161,588 54,445 135,518
Loans and advances 1,991,124 1,838,340 1,968,771
QOther assels 3.002 508 1,358
Tota) on-balance sheet financial assels 2155714 1,893,253 2,106,147
Off-balance sheet credit exposures
Contingent linbilities £42 153 1.173
Credil related commitments 211,010 240,817 222,196
Foreign exchange forward rate contracly 76 - 92
Total off-balance sheet financial assets 1928 242,350 223,461
Concentrations of credit risk exist if a number of counlerparties aro engaged in similar activitics and have similar economic charscteristics (hat would
cause their ability to mect | abligations to bo similarly affected by changes in ic ot olhier conditions. The exposwe 33 cassified into
Besel 17 usact olsases (Corporsie and Retait).
Corporate exposures 1,393,596 1,089,082 1,351,676
Retail exposures 761,11% 764,211 754,471
2,155,714 1,893,293 2,105,147

Tolal on-balance sheet financial assets

Credit risk management

A core camponent of credit risk management capability is the risk grading framework uscd in the Company, A sct of sisk grading principles and policies are supported by a

complimentary risk grading methedology.

Custorner risk grades are reviewed periedionlly (at Joast lly for large

Past Due but not impaired - a financial asset is past due when a customer lias failed to make a payment when contractually due.

5) to ensure the risk grede Rcourately roflects the credit tisk of the customer and the prevailing economic
copditions. Similarly, the performance of risk grading tools used in the risk grading process is reviewed regularly to enaure the tools remain statistically valid,

Impaired expasurcs ars those whers there is doubt as fo whether the full contractval amount (including inlerest) will be reccived. All foans pat due elder than 90 days are reclasnl’cd as impaired.

Where the value of collateml is sufficient to repay both the principal debt and all polentia interest and there is no about the creditworthiness of he
the oxposure is then classificd as Pasi Dae bul not impaired.

nq

Restructured foans are impaired asscts for which {he terms have been changed 1o grant the countarpasty 2 concession that would net otherwise have been avail

difficulty in complying with the original terms, and whero Uit yield on the assel following rostructuring is stil] above the Company's cost of funds,

Renegotiated loans are loans that would atherwise be past due or impaired had their terros not been rsnegotiatod.

Ths Company establishes an aflawance for impaitment losses shat represents its estimiste of incurred losses on its [oan ponifelic. The main components of this allowance are 2 specific
component that relates to individually sigrificant exposares, and a coller.hve Joas allowance cstablished for groups of homogeneous Joans for losses that have been incumed, but have

not been identified on Eoans subject to indivi for imp

The Company writes ofF 3 loan (and any related allowancos for impairment losses) when it is determined that the loan is uncollectible, The foctors considered in making the decision

are the of significont changes in the borcower's financial position and changes in the proceeds availabls from coliateral,
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22, CREDIT RISK (continued)

¢. Exposure to credif risk
The Company's material credit risk arises from loans and advances made to customers.

Audited 31 March 2011 Corporate Retail Total
Exposures Exposures
5000 5000 5000
Neither past due nor impaired
- Cash and cash equivalents and other assets 164,550 - 164,590
- Loans and advances 1,054,761 717,698 1,772,459
1,219,352 717,658 1,937,050
Past due but not impaired
Up to 30 days 54,404 26,565 80,969
30 to 60 days 40,232 8,916 49,148
60 to 90 days 6,430 3,813 14,243
101,067 39,204 140,360
Past due and impeired
90 days plus 48,913 6,745 55,658
149,980 46,039 196,017
less Collective provision for impairment (see note 10) (17,091) (10,688) 27,779)
Individually impaired (sce note 9) 62,307 14,727 77,034
lass provision for individual impairment (see note 10) (20,950) (5,658) (26,608)
Net individually impaired 41,357 9,069 50,426
Total on-balance sheet financial assets 1,393,598 762,118 2,155,714
Renegotiated loans (see note 9) 8,979 6,490 15,469
Andited 31 March 2010 Corporste Retail Total
Exposures Exposures
$000 $000 S000
Neither past due nor impaired
- Cash and cash equivalents and other assets 54,953 - 54,953
- Loans and advances 971,215 741,252 1,712,467
1,026,168 741,252 1,767,420
Past due but not impaired
Up to 30 days 27,485 35,126 62,611
30 to 60 days 5,890 8,875 14,765
60 to 90 days 3,126 6,164 9,290
36,501 50,165 86,666
Past due and impaired
90 days pius 13,525 9,805 23,330
50,026 59,970 109,996
less Collective provision for impainnent (see note 10) {19,248) (14,876) (34,124)
Individually impaired (see note 9) 59,552 20,475 80,027
less provision for individual impairment (see note 10) (17,416) (12,610) (30,026)
Net indjvidually impaired 42,136 1,865 50,001
Total on-balance sheet financial assets 1,099,082 794,211 1,893,203
47,716 2,962 50,678

Renegotiated foans (see note 9)
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UDC FINANCE LIMITED 3

NOTES TO THE FINANCIAL STATEMENTS (continued)

22. CREDIT RISK (continued)

¢ Exposure to credit risk (continued)

Audited 30 September 2010 Corporate Retail Total
Expuosures Exposures
8000 S000 3800
Neither past due nor impaired
- Cash and cash equivalents and other assets 137,376 - 137,378
- Loans and advances 1,105,254 707,883 1.8)3,137
1,242,630 707,883 1,950,513
Past due but not impaired
Up to 30 days 6),453 27.902 B9.355
30 to 60 days 9,488 9,727 15,215
60 1o 90 days 655 3.640 4,295
71,596 41,269 112,865
Past due and impaired
90 days plus 7,623 7156 14,779
79,219 48,425 127,644
less Collective provisian for impaimaent (sce note 10) {17,708) {11,013) (28,721)
Individually impaired (soe note ) 68,784 13,032 81,796
less provision for individual impainment {sec nole 10) (21,249) (3,836} {25,085)
Net individually impaired 47,535 9,176 56,711
Total on-balance sheol financial assets 1,351,676 754471 2,106,147
Rencgotiated Joans (see note ) 53,979 5,351 59,330
Audited Audited Audited
§ix Months to Six Months 1© Yearto
31/03/2011 31032010 30/09/2010
S000 £000 S000
d.  Concentratlons of credit risk
The Company monitors concenirations of credit risk by industry and geographic location.
Concentrations by Geogruphic region
Auckiand 32.00% 3197% 31.93%
Rest of North Istand 39.71% 39.67% 39.52%
Cantesbury 13.42% 13.35% 13.31%
Rest of South #sland 14.87% 15.01% 15.25%
These concentrations cXclude any selated party exposure
Concentrations by largest counterpariies
As 2 % of total an-halance sheet firancial sssets 4.03% 5.92% 4.38%
As a % of total equity 33.25% 47.83% 3691%
Concenlrations of credit risk to individual counterpertics or groups of closely related counterpartics
Number of counterparties whose net loans and advances exceeds 10% of 1atal equity
10%-19% 2 2 |
20%-25% - 1 H
These concentrations exclude any selated party exposures
Concentrations of credit risk by Industry
Anglyses of financial assets by industry sector using Australian and New Zealand
Standard Industris] Classification (ANZSIC) codes were as follows:
Agriculture, forestry and fishing 330,009 306,355 323,180
Mining 14,011 14,585 12,220
Manufacturing 174,752 168,389 183,810
Elzctricity, gas and water 4,129 3,338 3,685
Construction 194,907 179,995 203,812
Retail snd wholesale 241,010 194,169 216,089
Accommodation, cafes and restavrants 11,635 11,824 12,164
Transport and storage 382,819 365,919 355,058
Comnunications 25315 22,796 23,879
Finanee, investment and insurance 173,043 61,610 144,543
Property and business services 142,150 131,194 138,269
Government administration and defence 7,039 11,120 8,233
Education 82,740 81,184 82,577
Health and cominunity services . 25,754 19,629 23,280
Enertai leiswre and 27,323 34411 34,054
Personal and other services 319,082 286,775 301,294
2,185,714 1,893,263 2,106,147

Tolal on-balance sheel financial assets
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UDC FINANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
Aundited Andited Audijted
Six Months to Six Months to Yearto
22. CREDIT RISK (continued) 31/0322011 31/03/2010 30/89/2010
000 000 £000
e. Cencentratians of credit risk by internal risk grading
Grade 0 75836 71,315 74,561
Grade 1 778 747 901
Grade 2 417 5,210 4,411
Grade 3 30,857 25,964 27,500
Grade 4 136,883 89,845 134,496
Grade 5 621,368 521,406 550,753
Grade 6 921,113 889,658 986,880
Grade 7 68,846 104,320 710
Grade 8 58,0 79,950 60,750
Grade 9 99¢ 1,039 908
Grade 10 76,044 48,886 55,801
No internal risk grading
- cash and cash equivalents and other assels 164,590 54,953 137,376
Total on-balance sheet financial assels 2,155,714 1,893,293 2,106,147
Exposures to crodit risk arc graded by an ANZ National Bank Group nisk grads mechanism, Grade 0 is the highest quality credit risk,
Grades 9 and 10 represent the grades where potential loss it possible. Grades 1 to 8 represent ascending steps in management's assessment of exposures
at risk.
I. Estimated value of collateral and other charges related 1o financial assets that are individuaily Impaired
Collateral requirements
The company holds collateral against Joans and advances to customers in the form of registered interests over property, other registered
seeurilics over assets, and guarantecs.
Although the Company relies primarily on the integrity of borrowers and their ability to make contracted repayments the Company also
requires appropriate collateral for foans. This collateral is wsually by way of first charge over the asset financed and frequently includes
personal guaraniees from business owners .
Estimated value of collateral
The table below discloses the estimated velue of collateral and other charges related to financial assels that are individueally impaired.
For the purposes of this disclosure, at the lime of lending UDC ensurss that there is adequate collateral over the loan amount, where the
collateral held is valued at more than the corresponding credit exposure, coverage is capped at the value of the credit cxposure.
Audited Audited Audited
Six Months o Six Months to Yearto
31/0372011 31/03/2010 306/09/2010
000 8000 s0no
Credil exposure - loans and advances 71,034 80,027 81,796
Unsecured portion of credit - loans and advances (26,608) (30,026) {25,085)
Tetal value of collateral - loans and advances 50,426 50,001 56,711
g Commitments to extend credit
Undrawn facilities available to customers 171,157 208,752 193,285
33253 32,065 28,911

Conditional commitmenis to fund at future dates

23

CONCENTRATIONS OF FUNDING

Other than related party transactions, predominately ail fanding is received from New Zealand households, and there are no significant
concentrations of funding from individual houschold depositors,

24,

SEGMENTAL ANALYSIS

The Company provides asset based secured finance to a wide range of industries including transport, agriculture, manufacturing, construction and government.

The lypes of assets that are financed include plant, printing and IT equipment, motor vehicles, aircrafi and construction machinery. The Company also offers
personal secured finsnce for motor vehicles. The Company raises funds through a range of secured term and call debentures.

For management purposes Lhe company is organised info one b
related products and services that are subject to risks and roturns that are different from other busincss segments. This approach is consistent with internal

reporting provided to the chief operating decision makers.

The company operates predominately in the banking industry in New Zealand. The company has very limited cxposore fo risks associated with opesating in
different economic environments or political conditions. On this basis no geographical segment information is provided.

scgment which s reflective of the facl there are no distingnishable components providing
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NOTES TG THE FINANCIAL STATEMENTS (rontinued)

25, FUNDS MANAGEMENT AND OTHER FIDUCIARY ACTIVITIES

The Company acted as Manager for the unit trust, UDC Investrment Funds, under which the following fimds ase operated - UDC Call Mi Find, UDC Tam Maximiser Fund, ANZ Call Purd
and ANZ Term Pund. These funds are managed s scparate unit trusts. The Trustee of the Ponds is Trustaes Exeoutoss Limited. UDC Cal] Masimiser Pund and UDC Teom Maximiser Fund
began aldng deposils on 1 May 2008, ANZ Cal} Fund and ANZ Term Fund began Leking deposils on 6 October 2008,

The essets and Rabilities of the trnst ars not included in these Snancial staternents es they a2 not benaficially ovwned by the Company.

No fees were earned in respect of the Company’s managsment activities. The Company paid expenses on behalf of the tnit trists of $10,000 in the cusrent pericd for which ne consideration
was Teceived (31 March 2010 $100,000; 30 September 2010 $87,000).

On behalf of UDC Term Maximiser Fund, ANZ Metional Bank Limited hold a bord with a face value of 340,000 in favour of Her Majesty the Queen and on belalf of UBC Call Mudmiser Furd,
ANZ Nationa} Bank Limited hold a bond with a face value of $40,000 in favour of Her Majesty the Queen

Unaudited Unaudited Unauchiled

3vearzon 3170372010 10/09/2010

s000 $000 5800
UDC Call Maximiser Fund and UDC Tesm Madmiser Fund 59,939 76,774 58,544
ANZ Call Fund and ANZ Teren Pund 47,874 45,793 47,242
Total fonds undzr management 147,513 122,567 105,786

26, CONTINGENT LIARILITIES, CREDIT RELATED COMMITMENTS AND MARKET RELATED CONTRACTS
The caedit risk exposure of contingent lisbilities and credit related commiiments los been based upon the credit aquivalent amounts determined in
accordance with the Reserve Bank of New Zealand's capital adequacy guidstines. Fair value information in respect of off-balance sheet finanoia)
instruments hag not beon disclosed as the estimated fir value is sot material,

The estimated face or contract values and sredit equivalent amounts are as follows:

Audited Audited Audited
31032011 31/03/2010 30/09/2050
Faceor Credit Face or Credis Face of Credit
Contraci Equivaient Coniract Equivalens Confract Etpuivalent
Value Exposure Valite Exposimre Vakue Exposure
3000 5000 $000 £00G S000 $000
Contingent llablitics
Standby fatters of credit B42 168 1,533 307 1,073 235
Credit refated commitmen(s
Comrnitnents to exiend credit 211,010 - 240,817 - 222,196 -
Foreinn cxchange contracts
Foreign exchange forward rate contracts % 15 - - 92 18
Total contogent liabilities and eredit selated commitments 211,928 183 242,350 307 223,461 28
Contingent tax |labllity
As at 3] Match 20] 1, there were no contingent Babilities
27. NOTES TO THE STATEMENT OF CASH FLOWS Audited Audited Audifed
Skx Months to Six Months to Yearto
31#03/2011 3t03/2010 a0/00/2010
$000 5000 $000
Reconcilintion of Profit sficr tax to net cash flows
provided by eperating activities
Profit after income tax 3,132 3,547 18,162
Non cash Jtems
Revahstion of dersvative financial i " _ 20 %
D jation Jeasehald imp and equipment 14 67 Kz
Provision for eeedit impairmenit 5062 13,710 17,343
Amortisation of intangible assets 383 230 612
Deferrals or aceruals of past or future operating cash rocelpis
or payments:
Net increase in Jaans and advances (27,741} {23,218) (158,163}
Net increase in sccrued interest incoma N (76} (122)
Nel increase {decrease) in aconaed inierest expense 1,678 {9,328) 19,505)
Net decrease in acorned charges (2434) {1,746} {498)
Nei (increase) docrease in income tax assels (55) (2,126} 1,780
Net inerease in income 1ax Habilities 3,676 3,683 3,268
Net increase in other assets {1,349} 1,615 (3,37
Net inerease (decreass) in payables and other liabilities 1,687 {2,966 (3,006)
Net decresse in grovisions {0 {208) {160)
Net in deferred fex s and exp n7 324 1,208
Jtems chassified as investingHinancing:
Loss on disposal of fixed assets - - 216
{10,224) {19,642) (132,459)

Net cash flows uced In operating activities
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NOTES TO THE FINANCJAL STATEMENTS (continued)

28, RELATED PARTY TRANSACTIONS

Audlted Audiled Audited
Slx Manths to Six Months to Yearto
31/03/2011 317312000 30/08/2010
Compensation of Key Management Perzonnel 5000 $000 $000
Key manag
Salarics and shon-lr.-rm empluyee benefits 1,198 Lad3 2,401
Post-employment benefits 33 79 107
Giler long-teem benefits ¥ 5 12
Termination benefits 2 151 199
Share-based payment 15 20 a6
Tola P tion of key A P i 1,25% 1,698 2,765
Loans lo key management pemsennc) 13 23 152
Deposits from key management personnel 241 68 104
Loans made to and deposits lield by key | (including p ly relaied pasties) are made in tho course of ordinasry business on norma! commiercial lems and conditions

no more favourable than those given to other employees or custosmers. Loans are on tenns that range between fixed and variable, all of which have boen made in accardance with the Company’s
lendiag policics.

No provision for credit impaimment hes been recognised for loans made to key menagement personnel for the period ended 31 Maroh 2011 (31 March 2010 Snil, 30 September 2010 Snil).

Key management parsonnel is defined as those persons having anthierity and fbility for planning, disecting and controlling the activitics of the entity, direclly or indirectly,
including dizectors mmd the UDC Leadecship team (wheiher execulive or otlyerwise).
No provision for credit impajnment on related party balances has been nocognised for the period ended 31 March 201) (31 March 2010 $nil, 30 Scptemnber 2070 Snil ).
25. CURRENT AND NON-CURRENT ASSETS AND LIABILITIES
Audited Audsied Audited Audited Andited Audited
Six Mouths to Six Months o Six Months ta Six Months to Year to Year to
31032011 31/032011 /32010 3132010 30/09/2010 30405/2010
3600 Saon £000 5000 a0 S009
Current Non-current Current Non-cumrent Cureni Non-current
Assels
Coahi and cash equivalents 161,588 - 54,445 - 135,518 -
Loans and agvances 334,593 1,656,531 262,034 1,576,306 287,915 1,680,856
Other assels 8,694 - 4,676 - 6,844 -
Deferred tax assets - 15112 . 18,559 - 15,057
Leasehold improvements and equipment, fumiture & fittings - 30 - 57 . 44
Intangible assets - 1.875 - 766 . 1,187
Tolak asseis 504,875 1,673,543 321,155 1,595,688 430,277 1,697,154
Liabilities
Borrewings 1,357,901 507,764 1,362,253 271,139 1,058,009 110,301
Payables and other liabilities 42,031 - 40,119 - 41,130 -
Cusrent income tax liabilitisa 10,599 - 6,933 - 6,922 -
Provisions - 946 ~ 978 - 1,026
Total linbifities 1,410,531 508,710 1,409,305 nne 1,106,061 771327

Asset and liabilities are classificd as current if:
it is oxpected they will ba realised, consumed or sefiled in the normat opemting cyde or within twelve months afier the end of the reporting date; or
- they are held primarily for trading; or
= they are assets that are cash or n cash equivalent; or
- they are liabilitiss where there is no unconditiona ripht to defer settloment for at least twelve months,

Non-current assets indnde squipment and intangible assets a5 well as financial assets of'a long-ferm nature,
Non-current liabilities inclode fnaocial and non-financial lisbitities which are expeoted to bo settled after twalve monthy from balance date,

30. TARENT COMPANY

The Parent Company is ANZ National Bank Limited which is incorporated in New Zealand. The Ultimate Parend Company is Australia and New Zealand Banking Group Limited
which is incorporated in Australia,

31, SUBSEQUENT EVENTS

Subsequent fo 31 March 2011, the Company hias repaid $50 milkion to the ANZ National Bark Limited on the committed srodit facality agroement. This reduces the total amount
borrowed to $225 million on the SE00 million facility.




Independent Auditor’s Report
To the Shareholder of UDC Finance Limited

Report on the Financial Statements

We have audited the accompanying financial statements of UDC ("the company™) on pages 4
to 34. The financial statements comprise the statement of financial position as at 31 March
2011, the statements of comprehensive income, changes in equity and cash flows for the 6
months period then ended, and a summary of significant accounting policies and other
explanatory information.

Directors' Responsibility for the Financial Statements

The Directors are responsible for the preparation of financial statements in accordance with
generally accepted accounting practice in New Zealand that give a true and fair view of the
matters to which they relate, and for such internal control as the Directors determine is
necessary to cnable the preparation of financial statements that are free from material
misstatement whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with International Standards on Auditing (New
Zealand). Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Company’s preparation of the financial statements
that give a true and fair view of the matters to which they relate in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the company's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates, as well as evaluating the presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion,

Our firm has also provided other services to the company in relation to taxation and general
accounting services. Partners and employees of our firm may also deal with the company on
normal terms within the ordinary course of trading activities of the business of the company.
There are, however, certain restrictions on dealings which the partners and employees of our
firm can have with the company. These matters have not impaired our independence as
auditors of the company. The firm has no other relationship with, or interest in, the company.



Opinion

In our opinion the financial statements of on pages 41034 :

o comply with generally accepted accounting practice in New Zealand;

» give a true and fair view of the financial position of the company as at 31 March 2011
and of its financial performance and cash flows for the 6 months period then ended.

Report on Other Legal and Regulatory Requirements

In accordance with the requirements of sections 16(1)(d) and 16(1)(e) of the Financial
Reporting Act 1993, we report that:
e we have obtained all the information and explanations that we have required; and

e in our opinion, proper accounting records have been kept by as far as appears from our
examination of those records. '

KPale
8 June 2011
Auckland



