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. TSB Bank
General Disclosure Statement expect more
For the Six Months Ended 30 September 2007

This General Disclosure Statement contains information as required by the Registered Bank Disclosure Statement (Full
and Half Year - New Zealand Incorporated Registered Banks) Order 2007 (‘the Order’).

1. NAME AND REGISTERED OFFICE OF REGISTERED BANK
TSB Bank Limited is a registered bank (elsewhere in this statement referred to as the “Bank”).
Registered Office: Level Five, TSB Centre, 120 Devon Street East, New Plymouth.
2. DETAILS OF INCORPORATION
The Bank was established in 1850, incorporated under the provisions of the Trustee Bank Restructuring Act 1988
and the Companies Act 1955 on 30 August 1988 and reregistered under the Companies Act 1993 in May 1997.
3. OWNERSHIP
The TSB Bank Community Trust, an independent body, owns all the shares in the TSB Bank Limited, and is domiciled
in New Zealand. The TSB Community Trust appoints the Board of Directors. The Address for Service is 64-66 Vivian
Street, PO Box 667, New Plymouth.
4. GUARANTEE ARRANGEMENTS
No material obligations of the Bank are guaranteed.
5. DIRECTORATE
All Directors of the Bank reside in New Zealand
E. (Elaine) Gill, ONZM, LLB B.C. (Bruce) Richards, MNZM, B Com, CA, C.M.A.
(Chair - Board of Directors) (Deputy Chair)
Company Director Chartered Accountant
P.K. (Kemp) Broughton B.E, FIPENZ, J.P D.L. (David) Lean Q.S.0., J.P
Company Director Company Director
M.M. (Maeve) McCarthy, LLB K.W. (Kevin) Rimmington, J.P
Solicitor TSB Bank Managing Director/CEO
C. (Colleen) Tuuta D.E (David) Walter, Q.5.0., J.P
Company Director Company Director
There have been no transactions between the Bank and any Director or immediate relative or close business
associate of any Director which either, has been entered into on terms other than those which would in the
ordinary course of business of the Bank be given to any other person of the like circumstances or means or, which
could be reasonably likely to influence materially the exercise of the Director’s duties. Independent Directors are E
Gill, B CRichards, D L Lean, M M McCarthy and D E Walter.
The Address to which any communication to the Directors may be sent is:-
TSB Bank Limited
PO Box 240
New Plymouth
6. AUDITOR
Deloitte.
80 London Street
Hamilton
7. PoLicy oN DIRECTORS CONFLICTS OF INTEREST

As per Clause 22 of the Constitution of the TSB Bank Ltd a Director who is in any way, whether directly or indirectly
interested in a contract or proposed contract with the company shall declare the nature of his or her interest at a
meeting of the Directors in accordance with section 140 of the Companies Act 1993 as amended, but failure to do
so shall not disqualify the Director or invalidate the contract or proposed contract or render him or her liable to
account. A general notice by a Director that he or she is a member of a specific firm or company and is to be
regarded as interested in all transactions with that firm or company shall be sufficient disclosure under this Clause
as regards such Director and any such transaction and after such general notice it shall not be necessary for such
Director to give a special notice relating to any particular transaction with that firm or company. All declarations
and notices given by Directors pursuant to this Clause shall be recorded in the minutes.

Page 1

i



. TSB Bank
General Disclosure Statement expect more
For the Six Months Ended 30 September 2007

8.

CONDITIONS OF REGISTRATION
A copy of the ‘Conditions of Registration’ is included in this General Disclosure Statement, dated as from 30 March
2007.

9.

PENDING PROCEEDINGS OR ARBITRATION

In November 2006, the New Zealand Commerce Commission filed civil proceedings against a number of financial
institutions, including the Bank, for alleged breaches of the Commerce Act 1986 relating to interchange fees. Seven
major retailers have lodged a claim in the High Court seeking damages for anti-competitive behaviour over the
charging by credit card companies and banks of interchange fees on transactions. As at the date of signing, the
possible liability the Bank may face cannot be reliably measured.

10. CReDIT RATING

TSB Bank Limited has a credit rating applicable to its long term senior unsecured obligations payable in New
Zealand, in New Zealand dollars. The credit rating was given by Standard & Poor’s (Australia) Pty Limited. The
current rating is BBB and the outlook has changed to positive from stable on 11 September 2007. The current
rating is BBB/positive/A2. The rating is not subject to any qualifications.

Rating scale for long term senior unsecured obligations.

AAA Extremely strong capacity to pay interest and repay principal in a timely manner.

AA Very strong capacity to pay interest and repay principal in a timely manner.

A Strong capacity to pay interest and repay principal in a timely manner but may be more susceptible to
adverse effects of changes in circumstances and economic conditions than higher rated entities.

BBB Adequate capacity to pay interest and repay principal in a timely manner but are more likely to be weakened
by adverse changes in circumstances and economic conditions than higher rated entities.

BB A degree of speculation exists with respect to the ability of an entity with this credit rating to pay interest
and repay principal in a timely manner. Adverse business, financial or economic conditions could impair the
borrower’s capacity or willingness to meet debt service commitments in a timely manner.

B Entities rated B are more vulnerable to adverse business, financial or economic conditions than entities in
higher rated categories. Adverse business, financial or economic conditions will likely impair the borrower’s
capacity or willingness to meet debt service commitments in a timely manner.

CCC Entities rated CCC are currently vulnerable to default and are dependent on favourable business, financial or
economic conditions to meet debt service commitments in a timely manner. In the event of adverse business,
financial or economic conditions the entity is likely to default.

CC  Entities rated CC are currently vulnerable to non-payment of interest and principal.

C Entities rated C have filed a bankruptcy petition or taken similar action, but payment of obligations are being
continued.

D ‘D’ rated entities are in default. This is assigned when interest or principal payments are not made on the
date due or when an insolvency petition or a request to appoint a receiver is filed.

Plus (+) or Minus (-)
The ratings from ‘AA” to ‘CCC" may be modified by the addition of a plus or minus sign to show relative
standing within the major rating cateqories.

11. DIRECTORSHIPS

The following directors are also directors of the following companies outside TSB Bank Limited.

B C Richards - Hotel School NZ Limited, Staples Rodway Taranaki Limited, SR Taranaki Trustees Limited, Staples
Rodway Taranaki Nominees Limited, SRTN Trustees Limited, Taranaki Arts Festival Trustees Limited, Taranaki
Community Air Ambulance & Rescue Services Limited, Carlaw Holdings Limited

D L Lean - David Lean & Associates Limited, Rahotu Dairy Limited

M M McCarthy - ] M Northshore Limited, ] M Northshore (2005) Limited, M L Taupo Limited

K W Rimmington - Interchange and Settlement Limited - Wellington

C Tuuta - Albatross Enterprises Limited, Virtual Space Limited

D E Walter - Port Taranaki Limited
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TSB Bank

General Disclosure Statement expect more
For the Six Months Ended 30 September 2007

12.FINANCIAL AND SUPPLEMENTARY DISCLOSURES

This General Disclosure Statement is inclusive of the Bank’s unaudited six monthly interim financial statements for
the period ended 30 September 2007. All necessary additional financial and supplementary disclosures are
included in the notes attached to the interim financial statements.

13. DIRECTORS’ STATEMENT

The Directors believe, after due enquiry, that as at the date of this General Disclosure Statement:

a) The Disclosure Statement contains all the information required by the Registered Bank Disclosure
Statement (Full and Half Year - New Zealand Incorporated Registered Banks) Order 2007:
b) The Disclosure Statement is not false or misleading.

The Directors believe, after due enquiry, that for the six month period ended 30 September 2007:

a) The Bank complies with the Conditions of Registration;
b) There are no Credit Exposures to Connected Persons; and
) The Bank has systems in place to monitor and control adequately the Bank’s material risks, including credit

risk, concentration of credit risk, interest rate risk, currency risk, equity risk, liquidity risk and other business
risks, and that these systems are being properly applied.

A Juc

E. Gill
(Chair - Board of Directors)

P. K. Broughton

e Fu bty

M. M. McCarthy

C. Tuuta

14 December 2007

telin’

B. C. Richards
(Deputy Chair)

D. L. Lean

it

K. W. Rimmington
(Managing Director/CEQ)

D. E. Walter

Page 3

i



TSB Bank
CONDITIONS OF REGISTRATION expect more

The registration of TSB Bank Limited (‘the Bank’) as a registered bank is subject to the following conditions:

1.

2.

4,

That the Bank Group complies with the following requirements:
Capital of the Banking Group is not less than 8 percent of risk weighted exposures.
Tier one capital of the Banking Group is not less than 4 percent of risk weighted exposures.
Capital of the Banking Group is not less than NZ $15 million.

For the purposes of this condition of registration, capital, tier one capital and risk weighted exposures shall be
calculated in accordance with the Reserve Bank of New Zealand document entitled “Capital Adequacy Framework”
(BS2) dated March 2007.

That the Banking Group does not conduct any non-financial activities that in aggregate are material relative to its
total activities, where the term material is based on generally accepted accounting practice, as defined in the
Financial Reporting Act 1993.

That the Banking Group's insurance business is not greater that 1% of its total consolidated assets. For the
purposes of this condition:

(i) Insurance business means any business of the nature referred to in section 4 of the Insurance Companies
(Ratings and Inspection) Act 1994 (including those to which the Act is disapplied by sections 4(1)(a) and (b)
and 9 of that Act), or any business of the nature referred to in section 3(1) of the Life Insurance Act 1908;

(ii) In measuring the size of the Banking Group’s insurance business:

(a) where insurance business is conducted by any entity whose business predominantly consists of

insurance business, the size of that insurance business shall be:

e the total consolidated assets of the group headed by that entity;

e orif the entity is a subsidiary of another entity whose business predominantly consists of
insurance business, the total consolidated assets of the group headed by the latter entity;

(b) otherwise, the size of each insurance business conducted by an entity within the banking group shall
equal the total liabilities relating to that insurance business, plus the equity retained by the entity to
meet the solvency or financial soundness needs of the insurance business;

(c) the amounts measured in relation to parts (a) and (b) shall be summed and compared to the total
consolidated assets of the Banking Group. All amounts in parts (a) and (b) shall relate to on balance
sheet items only, and shall be determined in accordance with generally accepted accounting practice,
as defined in the Financial Reporting Act 1993;

(d) where products or assets of which an insurance business is comprised also contain a non-insurance
component, the whole of such products or assets shall be considered part of the insurance business.

That aggregate credit exposures (of a non-capital nature and net of specific provisions) of the Banking Group to all
connected persons does not exceed the rating-contingent limited outlined in the following matrix:

Credit rating Connected exposure limit (% of the Banking Group’s Tier 1 capital)
AA/Aa2 and above 75
AA-/Aa3 70
A+/A1 60
A/A2 40
A-/A3 30
BBB+/Baal and below 15

Within the rating-contingent limit, credit exposures (of a non-capital nature and net of specific provisions) to non-
bank connected persons shall not exceed 15 percent of the Banking Group's Tier 1 Capital.

For the purposes of this registration, compliance with the rating-contingent connected exposure limit is
determined in accordance with Reserve Bank of New Zealand document entitled “Connected Exposure Policy”
(BS8) dated March 2007.

That exposures to connected persons are not on more favourable terms (eg as relates to such matters as credit

assessment, tenor, interest rates, amortisation schedules and requirement for collateral) than corresponding
exposures to non-connected persons.
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CONDITIONS OF REGISTRATION expect more

10.

That the Board of the Registered Bank contains at least two independent Directors. In this context an independent
Director is a Director who is not an employee of the Registered Bank, and who is not a director, trustee or
employee of any holding company of the Registered Bank, or any other entity capable of controlling or
significantly influencing the Registered Bank.

That the chairperson of the Bank’s board is not an employee of the Registered Bank.

That the Bank’s constitution does not include any provision permitting a director, when exercising powers or
performing duties as a Director, to act other than in what he or she believes is the best interest of the company (ie
the Bank).

That no appointment of any Director, Chief Executive Officer, or Executive who reports or is accountable directly to
the Chief Executive Officer, shall be made in respect of the Bank unless:

(i) The Reserve Bank has been supplied with a copy of the curriculum vitae of the proposed appointee; and
(ii) The Reserve Bank has advised that it has no objection to that appointment

That a substantial proportion of the Bank’s business is conducted in and from New Zealand.

For the purposes of these conditions of registration, the term “Banking Group” means TSB Bank Limited’s financial
reporting group (as defined in section 2(1) of the Financial Reporting Act 1993).

Page 5

i



TSB Bank

opectmoe
INCOME STATEMENT
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2007
Note 30 September 30 September 31 March
2007 2006 2007
Unaudited Unaudited Unaudited
$000 $000 $000
Interest Income 2 121,434 106,421 218,014
Interest Expense 3 78,445 67,723 139,047
Net Interest Income 42,989 38,698 78,967
Other Operating Income Received 4 8,073 5,564 11,470
Net Operating Income 51,062 44,262 90,437
Operating Expenses 5 18,984 17,403 38,182
Net Profit before Taxation 32,078 26,859 52,255
Taxation 6 10,586 8,864 17,253
Net Profit after Taxation 21,492 17,995 35,002
STATEMENT OF RECOGNISED INCOME AND EXPENSE
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2007
30 September 30 September 31 March
2007 2006 2007
Unaudited Unaudited Unaudited
$000 $000 $000
Items Recognised Directly in Equity = -
Net Income Recognised Directly in Equity - - -
Net Profit after Taxation 21,492 17,995 35,002
Total Recognised Income and Expense for the period 21,492 17,995 35,002

These interim financial statements are to be read in conjunction with the notes on pages 10 to 40.
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expect more
BALANCE SHEET
AS AT 30 SEPTEMBER 2007
Note 30 September 30 September 31 March
2007 2006 2007
Unaudited Unaudited Unaudited
$000 $000 $000
Assets
Cash and Cash Equivalents 7 34,480 14,756 15,988
Derivative Financial Instruments 8 3,283 717 1,399
Investment Securities 9 942,437 931,824 902,894
Loans and Advances to Customers 10 1,990,068 1,787,025 1,916,026
Other Assets 11 12,775 11,905 11,595
Current Tax Asset - - 48
Deferred Tax Asset 14 4,930 4,451 4,930
Property, Plant and Equipment 15 15,817 12,396 14,132
Intangible Assets 16 982 1,326 1,064
Total Assets 3,004,772 2,764,400 2,868,076
Liabilities
Deposits from Customers 17 2,688,770 2,490,895 2,592,432
Current Tax Liability 3,809 2,988 -
Other Liabilities 18 70,562 59,300 53,015
Total Liabilities 2,763,141 2,553,183 2,645,447
Shareholder’s Equity
Share Capital 19 10,000 10,000 10,000
Retained Earnings 19 231,631 201,217 212,629
Total Shareholder’s Equity 241,631 211,217 222,629
Total Liabilities and Shareholder’s Equity 3,004,772 2,764,400 2,868,076
Total Interest Earning and Discount Bearing Assets 2,972,981 2,739,744 2,841,100
Total Interest and Discount Bearing Liabilities 2,565,749 2,373,493 2,455,721

These interim financial statements are to be read in conjunction with the notes on pages 10 to 40.
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TSB Bank

opectmoe
STATEMENT OF CASH FLOWS
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2007

Note 30 September 30 September 31 March

2007 2006 2007

Unaudited Unaudited Unaudited

$000 $000 $000
Cash Flows from Operating Activities

Cash provided from (applied to):

Net Increase in Deposits from Customers 96,338 130,711 232,248

Interest Income Received 119,434 101,716 212,903

Other Income Received 7,111 7,362 13,622

Interest Paid (44,769) (37,310) (134,461)

Operating Expenditure (30,525) (27,948) (30,533)

Derivative Financial Instruments (100) (230) (550)

Taxation Paid (6,729) (5,484) (17,388)
Net Cash Flow from Operating Activities 140,760 168,817 275,841
Cash Flows from Investing Activities
Cash provided from (applied to):

Property, Plant and Equipment Sold 44 9 47

Net Increase in Investment Securities * (39,543) (81,790) (52,860)

Net Increase in Loans and Advances to Customers (74,542) (97,302) (227,303)

Property, Plant and Equipment Purchased (2,587) (698) (3,241)

Intangible Assets Purchased (45) - (11)
Net Cash Flow from Investing Activities (116,673) (179,781) (283,368)
Cash Flows from Financing Activities
Cash provided from (applied to):

Dividends Paid (5,595) (4,975) (7,180)
Net Cash Flow from Financing Activities (5,595) (4,975) (7,180)
Net Increase/(Decrease) in Cash and Cash Equivalents 18,492 (15,939) (14,707)
Add Cash and Cash Equivalents at Beginning of Year 15,988 30,695 30,695
Cash and Cash Equivalents at End of Period 34,480 14,756 15,988

¥ Cash flows associated with Investment Securities have been netted because these are designated as held to maturity.

These interim financial statements are to be read in conjunction with the notes on pages 10 to 40.
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opectmoe
STATEMENT OF CASH FLOWS (continuep)
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2007
30 September 30 September 31 March
2007 2006 2007
Unaudited Unaudited Unaudited
$000 $000 $000
Reconciliation of Net Profit after Taxation To
Net Cash Flows from Operating Activities
Net Profit after Taxation 21,492 17,995 35,002
Add Movements in Balance Sheet Items
Change in Accounts Payable (13,024) (12,393) 3,759
Change in Accrued Interest Payable 33,676 30,413 4,586
Change in Provision for Tax 3,857 3,380 344
Change in Deposits from Customers 96,338 130,711 232,248
Change in Deferred Tax Asset = - (479)
Change in Accounts Receivable 820 1,921 2,406
Change in Derivative Financial Instruments (1,884) (122) (804)
Change in Accrued Interest Receivable (2,000) (4,936) (5,111)
117,783 148,974 236,949
Add Non- Cash Items
Depreciation 858 902 1,652
Impairment Losses on Advances to Customers 500 500 1,500
Amortisation of Intangible Assets 127 446 738
1,485 1,848 3,890
Net Cash Flow from Operating Activities 140,760 168,817 275,841
Reconciliation of Cash and Cash Equivalents to the
Balance Sheet
Cash and Balances with Central Bank 30,476 325 12,660
Cash and Cash at Bank 4,004 2,431 3,328
Call Deposits Due from Other Banks = 12,000 -
Total Cash and Cash Equivalents at End of Period 34,480 14,756 15,988

These interim financial statements are to be read in conjunction with the notes on pages 10 to 40.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2007

1. STATEMENT OF ACCOUNTING POLICIES

GENERAL ACCOUNTING POLICIES

TSB Bank Limited is a profit-oriented company registered under the Companies Act 1993 and incorporated in New
Zealand. The Bank’s principal business activities are retail banking in New Zealand. These financial statements have
been prepared in accordance with the requirements of the Companies Act 1993, the Financial Reporting Act 1993, and
the Registered Bank Disclosure Statement (Full and Half Year - New Zealand Incorporated Registered Banks) Order
2007. The financial statements for the six months ended 30 September 2007 incorporated in this General Disclosure
Statement have been prepared in accordance with NZ IAS-34 “Interim Financial Reporting” and should be read in
conjunction with the 31 March 2007 Annual Report. Compliance with NZ IAS-34 ensures compliance with 1AS-34.

The Bank's financial statements have been prepared in accordance with New Zealand Generally Accepted Accounting
Practice (NZ GAAP). They comply with New Zealand Equivalents to International Financial Reporting Standards (NZ IFRS)
and other applicable Financial Reporting Standards, as appropriate for profit-oriented entities. Compliance with NZ IFRS
ensures that the financial statements also comply with International Financial Reporting Standards.

The interim financial statements were approved by the Board of Directors on 14 December 2007.

Change in Accounting Policies:

The Bank has adopted NZ IFRS with effect from 1 April 2007. An explanation of how the transition to NZ IFRS affected
the reported Income Statement, Statement of Changes in Equity, Balance Sheet and Cash Flow Statement of the Bank is
provided in Note 36.

Basis of Preparation

The measurement base adopted is that of historical cost as modified by the fair value measurement of Available for
Sale Financial Assets, and other Financial Instruments at Fair Value through Profit or Loss, and all Derivative contracts.

The Accounting Policies have been consistently applied by the Bank to all periods presented in these financial
statements and in preparing an opening NZ IFRS Balance Sheet as at 1 April 2006 for the purpose of transition to NZ
IFRS. The principal accounting policies are set out below.

Presentation Currency and Rounding

The amounts contained in this disclosure statement and the financial statements are presented in New Zealand dollars
and to the nearest thousand dollars.

PARTICULAR ACCOUNTING POLICIES

a) Segment Reporting
The Bank operates in the retail banking industry and in accordance with NZ 1AS 14, the primary format for reporting
is by business segment. Segments reported are in line with the organisational structure of the Bank and take into

account the nature of the product and services provided.

The Bank’s operations are New Zealand based only, and on this basis geographical segment reporting is not
applicable.

b) Foreign Currency Translation
The Bank operates a Retail Foreign Currency outlet. All foreign currency monetary assets and liabilities are
converted at the rates of exchange ruling as at balance date. Unrealised gains and losses arising from these

revaluations and gains and losses arising from foreign exchange dealings are recognised immediately in the Income
Statement.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2007

1.

0

d)

STATEMENT OF ACCOUNTING POLICIES - continued

Revenue Recognition

Revenue is recognised to the extent that it is probable that economic benefits will flow to the Bank and that the
revenue can be reliably measured. Revenue is measured at the fair value of the consideration received or

receivable. The principal sources of revenue are interest income, service charges and commission.

Interest Income and Expense

Financial Instruments are classified in the manner described in e). Some are measured by reference to amortised
cost, others by reference to fair value.

For financial instruments measured at amortised cost, the effective interest method is used to measure the interest
income or interest expense recognised in the Income Statement. The effective interest rate method exactly
discounts estimated future cash receipts through the expected life of a financial asset or liability to that asset’s or
liability’s net carrying amount. The method applies this rate to the outstanding carrying amount to determine
interest expense each period.

For financial instruments measured at fair value through profit and loss, interest income or interest expense is
recognised on an accrual basis, either daily or on a yield to maturity basis.

Lending Charges

Service charges and direct costs pertaining to loan origination, refinancing or restructuring, and commitments are
deferred and amortised over the life of the loan using the effective interest rate method. Lending charges not
directly related to the origination of a loan are recognised at the time of service.

Commission and Other Service Charges

When commissions or service charges relate to specific transactions or events, they are recognised in the Income
Statement when the service is provided to the customer. When they are charged for services provided over a
period, they are taken to other income on an accrual basis as the service is provided.

Other Income

Realised and unrealised gains and losses from re-measurement of Financial Instruments at fair value through profit
or loss are included in other income.

Expense Recognition

All expenses are recognised in the Income Statement on an accrual basis.

Financial Instruments

Basis of Recognition and Measurement

The Bank is a full service financial institution offering an extensive range of financial instruments. Financial
Instruments are transacted on a commercial basis to derive an interest yield/cost with terms and conditions having
due regard to the nature of the transaction and the risks involved. All financial instruments are accounted for on a
settlement date basis. They are classified in one of the following categories at initial recognition: Financial Assets
at Fair Value through Profit or Loss, Available for Sale Financial Assets, Loans and Receivables, Held-to-Maturity,
Financial Liabilities at Fair Value through Profit or Loss and Other Financial Liabilities.

For categories requiring measurement at fair value, quoted market prices are used as a measure of fair value.
Where quoted market prices do not exist, fair values are estimated using present value or other market accepted
valuation techniques, using methods and assumptions that are based on market conditions and risks existing as at
balance date.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2007

1. STATEMENT OF ACCOUNTING POLICIES - continued

Financial Assets at Fair Value through Profit or Loss

A financial asset is classified in this category if it is a derivative or if it is acquired principally for the purpose of
selling in the short term (Held for Trading), or if so designated by management due to accounting mismatches with
other financial assets or liabilities or, where the assets are managed at fair value.

Assets in this category are measured at fair value and include:

(i) Cash and Cash Equivalents

This encompasses cash and demand balances with the Central Bank, deposits due from other banks, as well as cash
and cash equivalents held for day to day operations. As this is all short duration the carrying amount, is a fair
reflection of their fair value.

(ii) Derivative Financial Instruments

Derivative Financial instruments that do not meet the criteria for hedge accounting are classified as held for trading
and recorded at Fair Value through Profit or Loss. Refer (g) for more details on derivatives.

The Bank does not have any other financial assets categorized as held for trading.

Available for Sale Financial Assets

Available for sale financial assets, are non-derivatives that are either designated in this category or not classified in
any of the other categories. They are included in non-current assets unless management intends to dispose of the
investment within twelve months of the Balance Sheet date.

Available for Sale Financial Assets are measured initially at fair value plus transaction costs and subsequently at fair
value, with changes in fair value recognised directly in Shareholder’s Equity.

Changes in the value of Available for Sale Financial Assets are reported in an Available for Sale Reserve, until the
assets are sold or otherwise disposed of, or until they are impaired. On disposal the accumulated change in fair
value is transferred to the Income Statement and reported under Other Income. Interest, premiums and discounts
are amortised through the Income Statement using the effective interest method.

Loans and Receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market. This arises when the Bank provides money, goods and services directly to a debtor, with no
intention of selling the receivable. They are included in current assets, except for those with maturities greater
than twelve months after the Balance Sheet date, which are classified as non-current assets.

Assets in this category are measured initially at fair value plus transaction costs that are directly attributable to the
issue of the loan at issuance and subsequently at amortised cost using the effective interest rate method and
include:

(i) Loans and Advances to Customers
This covers all forms of lending to customers, and includes mortgages, overdrafts, personal loans and credit card
balances. They are recognised in the Balance Sheet when cash is advanced to the customer.

Loans and Advances to customers are reported net of Provisions for Impairment to reflect the estimated
recoverable amounts. Refer to (h).

(ii) Other Assets
This includes the accrual of interest receivable and other service related income.

Held to Maturity Investments

Held to Maturity investments are non-derivative financial assets with fixed or determinable payments and fixed
maturities that the Bank has the positive intention and ability to hold to maturity.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2007

1.

f)

Q)

STATEMENT OF ACCOUNTING POLICIES - continued

Assets in this category are measured initially at fair value plus transaction costs that are directly attributable to the
acquisition of the asset and subsequently at amortised cost. The Bank’s investment securities are designated as
held to maturity.

Financial Liabilities at Fair Value through Profit or Loss

A financial liability is classified in this category if it is a derivative or if it is acquired principally for the purpose of
selling in the short term or if so designated by management due to accounting mismatches with other financial
assets or liabilities or, where the liabilities are managed at fair value.

Liabilities in this category are measured at fair value and include:

(i) Cash and Cash Equivalents

This includes settlement account balances to other banks if applicable and these deposits are short duration so the
carrying amount equals their fair value.

(ii) Derivative Liabilities

Derivative Liabilities that do not meet the criteria for hedge accounting are classified as held for trading and
recorded at Fair Value through Profit or Loss. Refer (g) for more details on derivatives.

Other Financial Liabilities

This category includes all financial liabilities other than those at Fair Value through Profit or Loss. Liabilities in this
category are initially measured at fair value less transaction costs and subsequently measured at amortised cost
using the effective interest rate method. These include:

(i) Deposits from Customers
Deposits from customers cover all forms of funding, and include savings accounts, term deposits, and credit
balances on cards, apart from those classified as fair value through profit or loss.

(ii) Other Liabilities
Other Liabilities include the accrual of interest and other payables. For derivatives any accrued interest is
recognised and measured as part of the derivative’s fair value.

Other Assets

Other Assets includes the accrual of interest and other service related income, and the payment in advance of the
delivery of goods or the rendering of services. For derivatives, any accrued interest is recognised and measured as
part of the derivative’s fair value.

Derivative Financial Instruments

The Bank uses derivatives as part of its asset and liability management activities to manage exposure to interest
rate changes. The main derivatives types used by the Bank include interest rate options and interest rate swaps.

The Bank recognises derivatives in the Balance Sheet initially at their fair value and these are subsequently
remeasured to their fair value at each Balance Sheet date. Fair Values are obtained from market yields and
discounted cash flow models or option pricing models as appropriate. Derivative Assets are those derivatives,
which have a positive fair value. Derivative Liabilities are those derivatives, which have a negative fair value.

The treatment of changes in the derivatives’ fair value depends on their classification. Provided certain criteria are
met for hedge accounting under NZ 1AS 39, either fair value or cashflow hedge accounting can be applied.

The Bank does not hold derivatives for trading, and does not designate the derivatives into a qualifying hedge

relationship, therefore all changes in their fair value of derivatives are recognised immediately in the income
statement as an expense or income item.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2007

1. STATEMENT OF ACCOUNTING POLICIES - continued
h) Asset Quality

Impaired Assets
Impaired Assets consist of restructured assets, assets acquired through the enforcement of security and other

impaired assets.
A restructured asset is any credit exposure for which:

(a) The original terms have been changed to grant the counterparty a concession that would not otherwise have
been available, due to the counterparty’s difficulties in complying with the original terms;

(b) The revised terms of the facility are not comparable with the terms of new facilities with comparable risks; and

(c) The yield on the asset following restructuring is equal to, or greater than, the Bank’s average cost of funds, or a
loss is not otherwise expected to be incurred.

Assets acquired through the enforcement of security are those real estate and other assets acquired in full or partial
satisfaction of a debt.

Other impaired assets, means any credit exposures for which an impairment loss is required to be recognised in
accordance with NZ 1AS 39.

Other Definitions

A Past Due Asset is any credit exposure which has not been operated by the counterparty within its key terms for at
least 90 days and which is not a restructured asset, other individually impaired asset, or a financial asset acquired
through the enforcement of security.

An Asset under Administration is any credit exposure which is not an Impaired Asset or a Past Due Asset but which
is to a counterparty:

(a) Who is in receivership, liquidation, bankruptcy, statutory management or any form of administration in New
Zealand; or
(b) Who is in any other equivalent form of voluntary or involuntary administration in an overseas jurisdiction.

Provision for Impairment

Loans and Advances to Customers are presented net of specific and collective allowances for uncollectibility. Loans

are impaired and impairment losses incurred if:

e 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,

e That loss event has an impact on the estimated future cashflows of the Loans and Advances to Customers or
group of Loans and Advances to Customers that can be reliably estimated.

Specific allowances are made against the carrying amount of Loans and Advances to Customers, that are identified
as being impaired based on regular reviews of outstanding balances, to reduce these Loans and Advances to
Customers to their recoverable amounts. The recoverable amount is measured by estimating the future cashflows
and discounting these to their present value using the original effective interest rate. A collective allowance is
maintained to reduce the carrying amount of ‘Loans and Advances to Customers’ to its estimated recoverable
amount as at balance date. This allowance relates to incurred losses not yet specifically identified in the portfolio.
The expected future cash flows in a group of financial assets that are collectively evaluated for impairment are
estimated on the basis of the contractual cashflows of the assets in the group and historical loss experience for
assets with credit risk characteristics similar to those in the group. Historical loss experience is adjusted on the
basis of current observable data to reflect the effects of current conditions that did not affect the period on which
the historical loss experience is based, and to remove the effects of conditions in the historical period that do not
currently exist. In addition, the Bank uses its experienced judgement to estimate the amount of an impairment
loss.

The use of such judgements and reasonable estimates is considered by management to be an essential part of the
process and does not impact reliability.

The methodology and assumptions used for estimating future cashflows are reviewed regularly to reduce any
differences between loss estimates and actual loss experience.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2007

1.

)

STATEMENT OF ACCOUNTING POLICIES - continued

Increases in the specific and collective allowances are recognised in the Income Statement. When a loan is known
to be uncollectible, all the necessary legal procedures have been completed, and the final loss has been
determined, the loan is written off directly to the Income Statement, and the provision for doubtful debts is
adjusted accordingly.

If in a subsequent period the amount of impairment loss decreases and the decrease can be linked objectively to an
event occurring after the write-down, the write-down or allowance is reversed through the Income Statement.

Financial Assets at fair value through profit and loss are not assessed for impairment as their fair value reflects the
credit quality of the instrument and changes in fair value are recognised in other income.

Allowances for credit losses on off-balance sheet items such as commitments are reported in other liabilities.
All other assets are reviewed for impairment at least annually.
Property, Plant and Equipment

Property, Plant and Equipment are recognised in the Balance Sheet at cost less Accumulated Depreciation and
Impairment Losses.

The cost amount of Property, Plant and Equipment (excluding Land) less the estimated residual value is depreciated
over their useful lives on a straight line basis. The range of useful lives of the asset classes are:

Buildings 40 to 100 years
Furniture and Fittings 5 to 10 years
Computer Equipment 2 to 5 years

The assets’ residual values, useful lives and depreciation methods are reviewed and adjusted if appropriate at each
balance date.

Assets are reviewed for indications of impairment at least annually and whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An asset’s carrying amount is written
down immediately to its recoverable amount if the asset’s carrying amount is greater than its estimated
recoverable amount. Any impairment loss or write-down is recognised in the Income Statement as an expense.

When the Bank expects the carrying amount of assets held within Property, Plant and Equipment to be recovered
principally through a sale transaction rather than through continuing use, these assets are classified as held for sale.

Intangible Assets

Intangible Assets comprise acquired computer software licences and certain application software

Acquired computer software licences are capitalised on the basis of costs incurred to acquire and bring to use the
specific software. These costs are amortised over their expected useful lives (two to four years) on a straight line
basis.

The identifiable and directly associated external and internal costs of acquiring and developing software are
capitalised where the software is controlled by the Bank, and where it is probable that future economic benefits
will flow from its use over more than one year. Costs associated with maintaining software are recognised as an
expense as incurred.

Intangible Assets are subject to the same impairment review process as Property, Plant and Equipment. Any
impairment loss is recognised under Operating Expenses in the Income Statement.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2007

1.
k)

STATEMENT OF ACCOUNTING POLICIES - continued
Taxation

Income tax on the Net Profit for the period comprises current and deferred tax. Income tax is recognised in the
Income Statement except to the extent that it relates to items recognised directly in Equity, in which case it is
recognised directly in Equity.

Current tax is the expected tax payable on the taxable income for the period, using tax rates enacted or
substantively enacted at balance date after taking advantage of all allowable deductions under current taxation
legislation and any adjustment to tax payable in respect of previous years.

Deferred tax is accounted for using the balance sheet liability method, providing for temporary differences between
the carrying amounts of assets and liabilities for financial purposes and the amounts used for taxation purposes.
The amount of deferred tax provided is based on the expected manner of realisation or settlement of the carrying
amount of assets and liabilities, using tax rates enacted or substantively enacted at balance date.

In accordance with NZ IAS 12 Income taxes, a Deferred Taxation Asset is recognised only to the extent that it is
probable (i.e. more likely than not) that a future taxable profit will be available against which the asset can be
utilised. Deferred Tax Assets are reduced to the extent that it is no longer probable that the related tax benefit will
be realised.

When the temporary differences cause the operating surplus to be higher than the taxable surplus, a deferred tax
liability is recognised. When the operating surplus is lower than the taxable surplus, a future tax benefit is
recognised.

Deferred tax related to fair value re-measurement of available for sale financial assets, Cash Flow Hedges and the
revaluation of Non-Current Assets (if applicable), when the fair value changes are charged or credited directly to
Shareholder’s Equity, is also credited or charged directly to Shareholder’s Equity. This is subsequently recognised in
the Income Statement if and when the deferred gain or loss on the related asset or liability affects income.

Certain estimates are made for an interim period which are described in note 1 paragraph p).
Provisions

A provision is recognised in the Balance Sheet when:

e The Bank has a present legal or constructive obligation as a result of past events;

e Itis probable that an outflow of resources will be required to settle the obligation; and
e Areliable estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the Balance Sheet date, taking into account the risks and uncertainties surrounding the obligation.
Where a provision is measured using the cashflows estimated to settle the present obligation, its carrying amount
is the present value of those cashflows.

Liabilities and provisions to be settled beyond twelve months are recorded at their present value. Provisions are
reassessed at each balance date. Changes in the present value of cash flow estimates are recognised in the Income
Statement.

Employee Benefits

Short-term Employee Benefits

The Bank provides for the cost of employees’ annual entitlements under the terms of their employment contracts.
These amounts are expected to be settled within one year and are therefore recorded in current provisions.

Other Long-term Employee Benefits

The Bank provides for the liability for employees’ long-service entitlements under the terms of their employment
contracts. The liability is calculated as the present value of the expected future payments after allowing for salary
reviews, years of service with the Bank, and other parameters affecting probability of payment.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2007

1.

n)

p)

STATEMENT OF ACCOUNTING POLICIES - continued
Cash Flow Statement

The Cash Flow Statement has been prepared using the direct approach modified by the netting of cash flows
associated with Investment Securities, Deposits from Customers, and Loan and Advances to Customers. This
method provides more meaningful disclosure as many cash flows are on behalf of the Bank’s customers and do not
reflect the activities of the Bank.

Cash and Cash Equivalents comprise Cash, Cash at Bank, Cash in Transit and Call Deposits Due from/to Other Banks,
all of which are used in the day-to-day cash management of the Bank.

The following are the definitions of the terms used in the Statement of Cash Flows:

e (ash is considered to be cash on hand and current accounts in banks, net of bank overdrafts;

e Investing activities are those activities relating to the acquisition, holding and disposal of Property, Plant and
Equipment, Investment Securities, and Loans and Advances to Customers;

e Financing activities are those activities that result in changes in the size and composition of the capital structure
of the Bank. This includes both equity and debt not falling within the definition of cash; and

e Operating activities include all transactions and other events that are not investing or financing activities.

Fair Value Estimates

For financial instruments not presented in the Bank's Balance Sheet at their fair value, fair value is estimated as
follows:

Cash and Call Deposits with the Central Bank
These assets are short term in nature and the related carrying value is equivalent to their fair value.

Investment Securities

For Investment Securities, these are designated as being held to maturity, and are measured initially at fair value
plus transaction costs that are directly attributable to the acquisition of the asset and subsequently at amortised
cost. Where a market price in a liquid market is not readily available, the fair value is determined by reference to
the market price available for a security with similar credit, maturity and yield characteristics or by using industry
standard pricing models.

Loans and Advances to Customers

For Floating Rate Loans and Advances to customers, the carrying amount in the Balance Sheet is considered a
reasonable estimate of their fair value after making allowances for impairment. For Fixed Rate Loans and Advances
to customers, fair value is estimated using discounted cash flow models based on the interest rate repricing of the
Advances. Discount rates applied in this calculation are based on the current market interest rates for Loans and
Advances to customers with similar credit and maturity profiles. The current market interest rates are based on
what the scheduled rate would be for a similar term and maturity profile as at reporting date.

Other Assets, Deposits from Customers and Other Liabilities

For Non-Interest Bearing Debt, call and variable rate Deposits, the carrying amounts in the Balance Sheet are a
reasonable estimate of their fair value because all are short-term in nature. For other Term Deposits, fair value is
estimated using discounted cash flow models based on the maturity of the Deposits. The discount rates applied in
this calculation are based on current market interest rates for similar Deposits with similar maturity profiles. For all
Other Assets, and Other Liabilities, the carrying amounts in the Balance Sheet are a reasonable estimate of their fair
value.

Off Balance Sheet Items

For those off balance sheet items such as Direct Credit Substitutes (including acceptance and endorsement of Bills of
Exchange), Trade Related Items, and Commitments, these are short-term in nature and therefore their initial value
is not significant.

Critical Accounting Estimates, Assumptions and Judgements

The preparation of financial statements in conformity with NZ IFRS requires the use of certain critical accounting
estimates. It also requires management to exercise its judgement in the process of applying the Bank's accounting
policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions and
estimates are significant to the financial statements, are disclosed in the relevant accounting policy or in the
relevant note.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2007

1.

q)

STATEMENT OF ACCOUNTING POLICIES - continued

The estimates and associated assumptions are based on historical experience and various other factors that are
believed to be reasonable under the circumstances. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both current and future periods.

The determination of fair value for financial assets and liabilities for which there is no observable market price
requires the use of valuation techniques as described in note 1 paragraph o). For financial instruments that trade
infrequently and have little price transparency, fair value is less objective, and requires varying degrees of
judgement depending on liquidity, concentration, uncertainty of market factors, pricing assumptions and other risks
affecting the specific instrument.

Interim Tax

Income tax expense is recognised in each interim period based on the best estimate of the weighted average
annual income tax rate expected for the full financial year. Amounts accrued for income tax expense in one interim
period may have to be adjusted in a subsequent interim period of that financial year if the estimate of the annual
income tax rate changes.

Collective Provision for Doubtful Debts

TSB Bank Limited has a policy of providing a provision for doubtful debts over its lending portfolio, as described in
note 1 paragraph h). Currently the calculation of a collective provision is derived from an aggregate of three key
components. The first component is weighting of the risk bands based on historical loan default payments. The
second component is weighting of loan totals based on geographical location. The third component consists of the
loan portfolio being weighted based on a sector breakdown and the perceived distress arising from the current
economic cycle. The aggregation of the above three components gives the total collective provision to be provided
for.

Cateqorisation of Financial Assets and Financial Liabilities

Management has made judgement regarding the categorisation and measurement of financial assets and financial
liabilities. Categories and measurement of these items are disclosed in note 1 paragraph e).

Contingent Liabilities and Credit Commitments

The Bank is involved in a range of transactions that give rise to contingent and/or future liabilities. The Bank
discloses a contingent liability when it has a possible obligation arising from past events that will be confirmed by
the occurrence or non-occurrence of one or more uncertain future events not wholly within the Bank’s control. A
Contingent Liability is disclosed when a present obligation is not recognised because it is not probable that an
outflow or resources will be required to settle an obligation, or the amount of the obligation cannot be measured
with sufficient reliability.

The Banks issues commitments to extend credit, guarantees and other credit facilities. These financial instruments
attract service charges in line with market process for similar arrangements. They are not sold or traded. The items
generally do not involve cash payments other than in the event of default. The charge pricing is set as part of the
broader customer credit process and reflects the probability of default. They are disclosed as Contingent Liabilities
at their face value.

Offsetting Financial Instruments

The Bank offsets financial assets and financial liabilities and reports the net balance in the Balance Sheet where
there is a legally enforceable right to set-off and there is an intention to settle on a net basis or to realise the asset
and settle the liability simultaneously.

Comparative Data

An explanation of how the transition to NZ IFRS affected the reported Income Statement, Statement of Changes in
Equity, Balance Sheet and Cash Flow Statement of the Bank is provided in note 36. Comparative data for the period
ended 30 September 2006, and the year ended 31 March 2007, has been restated and presented under NZ IFRS.
Previously published amounts for the year ending 31 March 2007, were prepared and audited in accordance with
NZ GAAP.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE S1X MONTHS ENDED 30 SEPTEMBER 2007
30 September 30 September 31 March
2007 2006 2007
Unaudited Unaudited Unaudited
$000 $000 $000
2. INTEREST INCOME
Cash and Cash Equivalents (fair value through profit & loss) 1,376 520 1,817
Investment Securities (held-to-maturity) 35,884 34,649 70,006
Loans and Advances to Customers (loans and receivables) 83,492 71,249 146,188
Derivative Financial Instruments (held for trading) 682 3 3
121,434 106,421 218,014
3. INTEREST EXPENSE
Deposits from Customers (financial liabilities measured at amortised cost) 78,445 67,723 139,047
4. OTHER OPERATING INCOME RECEIVED
Lending and Credit Facility Related Income (loans and receivables) 1,422 1,418 2,591
Commission and Other Trading Income * (loans and receivables) 3,780 3,928 7,960
Gain in Fair Value on Derivatives (held for trading) 1,783 123 804
Other Income (loans and receivables) 1,088 95 115
8,073 5,564 11,470
“Includes income from TSB Realty, TSB Holiday Shoppe and TSB Foreign Exchange income.
5. OPERATING EXPENSES
Auditing Services 56 54 107
Other Audit-Related Services — NZ IFRS transition assistance 23 - -
Bad Debts 56 (82) 76
Depreciation:
Buildings 289 123 272
Computer Equipment 241 493 947
Furniture and Fittings 328 286 433
Amortisation of Intangible Assets 127 446 738
Directors’ Fees 100 95 191
Personnel Expenses 7,363 6,390 14,451
Defined Contribution Plan 163 155 312
Collective Provision for Doubtful Debts (loans and receivables) 500 500 1,500
Specific Provision for Doubtful Debts (loans and receivables) = 70 20
Other Expenses 9,738 8,873 19,135
18,984 17,403 38,182
6. TAXATION
Current Taxation 10,586 8,864 17,253
Reconciliation of Income Tax Expense
Net Profit before Taxation 32,078 26,859 52,255
Taxation at Domestic Rate of 33% 10,586 8,864 17,244
Adjustment in Prior Years = - 9
Taxation Expense 10,586 8,864 17,253
7. CASH AND CASH EQUIVALENTS
Cash and Cash at Bank 4,004 2,431 3,328
Cash and Balances with Central Bank 30,476 325 12,660
Call Deposits due from Other Banks = 12,000 -
34,480 14,756 15,988

Page 19



TSB Bank

Zamms
expect more
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FOR THE S1X MONTHS ENDED 30 SEPTEMBER 2007
8. DERIVATIVE FINANCIAL INSTRUMENTS
As at 30 September 2007
Credit
Notional Equivalent
Amount Amount Fair Value
Interest Rate Contracts $000 $000 $000
Swaps 26,656 328 595
Options 1,550,000 5,919 2,688
Total Interest Rate Contracts 1,576,656 6,247 3,283
Information on the credit equivalent amount is also disclosed in note 24
As at 30 September 2006
Credit
Notional Equivalent
Amount Amount Fair Value
Interest Rate Contracts $000 $000 $000
Swaps 18,415 258 197
Options 1,150,000 3,769 520
Total Interest Rate Contracts 1,168,415 4,027 717
Information on the credit equivalent amount is also disclosed in note 24
As at 31 March 2007
Credit
Notional Equivalent
Amount Amount Fair Value
Interest Rate Contracts $000 $000 $000
Swaps 32,415 563 429
Options 1,100,000 4,470 970
Total Interest Rate Contracts 1,132,415 5,033 1,399
Information on the credit equivalent amount is also disclosed in note 24
9. INVESTMENT SECURITIES
30 September 30 September 31 March
2007 2006 2007
Unaudited Unaudited Unaudited
$000 $000 $000
New Zealand Government Securities = 10,015 -
Treasury Bills = 19,885 -
Local Authority Securities 304,000 326,000 316,000
Bank Registered Certificates of Deposit 534,269 481,324 493,013
Other Investments * 104,168 94,600 93,881
942,437 931,824 902,894
* Other Investments relate to investments in Commercial Paper with A1 Short Term or AA Long Term rating or better.
10.LoANS AND ADVANCES TO CUSTOMERS
Residential Mortgages 1,791,177 1,610,124 1,725,716
Community 8,629 6,711 9,743
Commercial 102,642 84,236 94,972
Farming 72,504 72,169 70,297
Other * 25,116 22,355 24,818
2,000,068 1,795,595 1,925,546
Less Provision for Impairment Loss (10,000) (8,570) (9,520)
Total Loans and Advances To Customers 1,990,068 1,787,025 1,916,026
* Other is inclusive of other Retail Lending and Visa balances.
11. OTHER ASSETS
Accrued Interest Receivable 11,607 9,433 9,608
Accounts Receivable 1,168 2,472 1,987
12,775 11,905 11,595
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12. AsSET QUALITY

As set in the Accounting Policies, Other Impaired Assets are any credit exposures for which an impairment loss is required to be
recognised in accordance with NZ IAS 39. The majority of the Bank’s provisions for impairment are made on a collective basis

and, as such, individual exposures are not identified. The Bank does not have any restructured assets, assets acquired through
the enforcement of security, or assets under administration. Interest continues to be accrued on all loans. No interest has

been foregone in either period.

30 September 30 September 31 March
2007 2006 2007
Unaudited Unaudited Unaudited
$000 $000 $000
Impaired Assets (Pre-provisions)
Balance at Beginning of Period 119 - -
Additions 4 - 119
Deletions (123) - -
Balance at End of Period - - 119
Past Due Assets
Balance at Beginning of Period 1,110 1,273 1,273
Additions 1,085 1,062 2,678
Deletions (1,368) (1,814) (2,841)
Balance at End of Period 827 521 1,110
13.PROVISION FOR IMPAIRMENT
Collective Provision for Doubtful Debts
Balance at Beginning of Period 9,500 8,000 8,000
Charged to Income Statement 500 500 1,500
Balance at End of Period 10,000 8,500 9,500
specific Provision for Doubtful Debts
Balance at Beginning of Period 20 - -
Charged to Income Statement:
Add New Provisions = 70 70
Less Amounts Recovered (20) - (50)
Balance at End of Period - 70 20
Total Provision for Impairment Loss 10,000 8,570 9,520
Impairment Losses charged to Income Statement
Collective Provisions 500 500 1,500
Specific Provisions = 70 20
Total Impairment Losses charged to Income Statement 500 570 1,520
14.DEFERRED TAX ASSET
Balance at Beginning of Period 4,930 4,451 4,451
Net Movement in Temporary Differences = - 479
Balance at End of Period 4,930 4,451 4,930
Deferred Tax relates to:
Property, Plant, and Equipment 1,022 860 1,022
Provision for Impairment Losses 3,135 2,640 3,135
Fair value adjustments through profit and loss (462) (196) (462)
Other 1,235 1,147 1,235
Total Deferred Tax Assets 4,930 4,451 4,930

The corporate tax rate in New Zealand was changed from 33% to 30% with effect from the 2008,/2009 income tax year. This revised income tax rate has not
impacted the current tax liability balance for the current income tax year, but will do so in future periods. The likely impact of this change in the income tax
rate has not been taken into account in the measurement of deferred taxes for the interim period. For the period ending 30 September 2007 an estimate of

the likely impact would result in a decrease to deferred tax asset balance of $1,018,991.
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FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2007
15. PROPERTY, PLANT AND EQUIPMENT
As at 30 September 2007
Unaudited Computer  Furniture Work in
$000 Land Buildings Equipment & Fittings Progress Total
Cost 1,371 10,900 11,505 8,968 844 33,588
Accumulated Depreciation = (2,062) (10,649) (6,745) - (19,456)
Opening Net Book Value 1,371 8,838 856 2,223 844 14,132
Additions 225 1,344 201 542 284 2,596
Deletions - = (10) (43) - (53)
Depreciation = (289) (241) (328) = (858)
closing Net Book Value 1,596 9,893 806 2,394 1,128 15,817
Cost 1,596 12,244 11,696 9,471 1,128 36,135
Accumulated Depreciation = (2,351) (10,890) (7,077) - (20,318)
Closing Net Book Value 1,596 9,893 806 2,394 1,128 15,817
As at 30 September 2006
Unaudited Computer  Furniture Work in
$000 Land Buildings Equipment & Fittings Progress Total
Cost 1,371 9,643 11,107 8,210 110 30,441
Accumulated Depreciation - (1,790) (9,702) (6,312) - (17,804)
Opening Net Book Value 1,371 7,853 1,405 1,898 110 12,637
Additions - 84 126 228 286 724
Deletions - - - (63) - (63)
Depreciation - (123) (493) (286) - (902)
closing Net Book Value 1,371 7,814 1,038 1,777 396 12,396
Cost 1,371 9,727 11,233 8,375 396 31,102
Accumulated Depreciation - (1,913) (10,195) (6,598) - (18,706)
Closing Net Book Value 1,371 7,814 1,038 1,777 396 12,396
As at 31 March 2007
Unaudited Computer  Furniture Work in
$000 Land Buildings Equipment & Fittings Progress Total
Cost 1,371 9,643 11,107 8,210 110 30,441
Accumulated Depreciation - (1,790) (9,702) (6,312) - (17,804)
Opening Net Book Value 1,371 7,853 1,405 1,898 110 12,637
Additions - 1,257 398 1,004 734 3,393
Deletions - - (246) - (246)
Depreciation - (272) (947) (433) - (1,652)
Closing Net Book Value 1,371 8,838 856 2,223 844 14,132
Cost 1,371 10,900 11,505 8,968 844 33,588
Accumulated Depreciation - (2,062) (10,649) (6,745) - (19,456)
Closing Net Book Value 1,371 8,838 856 2,223 844 14,132
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FOR THE S1X MONTHS ENDED 30 SEPTEMBER 2007
16. INTANGIBLE ASSETS
30 September 30 September 31 March
2007 2006 2007
Unaudited Unaudited Unaudited
$000 $000 $000
Cost 4,679 4,668 4,668
Accumulated Amortisation (3,615) (2,896) (2,877)
Opening Net Book Value 1,064 1,772 1,791
Additions 45 - 11
Amortisation (127) (446) (738)
Closing Net Book Value 982 1,326 1,064
Cost 4,724 4,668 4,679
Accumulated Amortisation (3,742) (3,342) (3,615)
Closing Net Book Value 982 1,326 1,064
17.DEePosITS FROM CUSTOMERS
Retail Term Deposits 1,250,320 1,101,619 1,142,660
On Call Deposits Bearing Interest 1,315,429 1,271,874 1,313,061
On Call Deposits Not Bearing Interest 123,021 117,402 136,711
2,688,770 2,490,895 2,592,432
All creditors and depositors are ranked equally and have equal priority to any creditor claims.
18. OTHER LIABILITIES
Accrued Interest Payable 52,842 44,993 19,166
Employee Entitlements 4,934 4,026 5,510
Dividend Payable 2,490 2,205 5,595
Accounts Payable and Other Liabilities 10,296 8,076 22,744
70,562 59,300 53,015
All creditors and depositors are ranked equally and have equal priority to any creditor claims.
19.SHARE CAPITAL & RETAINED EARNINGS
Share Capital
Issued and Fully Paid Up Capital:
20,000,000 Ordinary Shares 10,000 10,000 10,000
All ordinary Shares have equal voting rights and share equally in dividends. All shares are held by the TSB Community Trust.
Dividends are recognised in the financial year in which they are authorised and approved by the Board of Directors.
Retained Earnings
Balance at Beginning of Period 210,260 183,205 183,205
Adjustment on Transition to NZ IFRS 2,369 2,222 2,222
Restated Opening Balance 212,629 185,427 185,427
Net Profit after Taxation 21,492 17,995 35,002
234,121 203,422 220,429
Dividends (2,490) (2,205) (7,800)
Balance at End of Period 231,631 201,217 212,629
20.DIVIDEND
30 September 2007 30 September 2006 31 March 2007
$000 $ Per Share $000 $ Per Share $000 $ Per Share
Interim 2,490 0.124 2,205 0.110 2,205 0.110
Final = = - - 5,595 0.280
2,490 0.124 2,205 0.110 7,800 0.390
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21.FAIR VALUE OF FINANCIAL INSTRUMENTS

The following table summarises the carrying amounts and fair values of those financial assets and financial liabilities. Refer to
the Note 1 paragraph o) for a description on how fair values are estimated.

Designated Other Total
atFair Held-for-  Held-to- Loansand Amortised Carrying
As at 30 September 2007 Note Value Trading  Maturity Receivables Cost Amount  Fair Value
Financial Assets
Cash and Cash Equivalents 7 34,480 = - - - 34,480 34,480
Derivative Financial Instruments 8 = 3,283 - - - 3,283 3,283
Investment Securities 9 = - 942,437 - - 942,437 943,845
Loans and Advances to Customers 10 = = - 1,990,068 - 1,990,068 1,973,446
Other Assets 11 - - - 12,775 - 12,775 12,775
Total Financial Assets 34,480 3,283 942,437 2,002,843 - 2,983,043 2,967,829
Financial Liabilities
Deposits from Customers 17 = = = - 2,688,770 2,688,770 2,697,391
Other Liabilities 18 - - - - 70,562 70,562 70,562
Total Financial Liabilities - - - - 2,759,332 2,759,332 2,767,953
Designated Other Total
atFair  Held-for-  Held-to- Loansand Amortised Carrying
As at 30 September 2006 Note Value Trading  Maturity Receivables Cost Amount  Fair Value
Financial Assets
Cash and Cash Equivalents 7 14,756 - - - - 14,756 14,756
Derivative Financial Instruments 8 - 717 - - - 717 717
Investment Securities 9 - - 931,824 - - 931,824 934,855
Loans and Advances to Customers 70 - - - 1,787,025 - 1,787,025 1,775,025
Other Assets 11 - - - 11,905 - 11,905 11,905
Total Financial Assets 14,756 717 931,824 1,798,930 - 2,746,227 2,737,258
Financial Liabilities
Deposits from Customers 17 - - - - 2,490,895 2,490,895 2,500,201
Other Liabilities 18 - - - - 59,300 59,300 59,300
Total Financial Liabilities - - - - 2,550,195 2,550,195 2,559,501
Designated Other Total
atFair Held-for-  Held-to- Loansand Amortised Carrying
As at 31 March 2007 Note Value Trading  Maturity Receivables Cost Amount Fair Value
Financial Assets
Cash and Cash Equivalents 7 15,988 - - - - 15,988 15,988
Derivative Financial Instruments 8 - 1,399 - - - 1,399 1,399
Investment Securities 9 - - 902,894 - - 902,894 907,108
Loans and Advances to Customers 10 - - - 1,916,026 - 1,916,026 1,899,257
Other Assets 11 - - - 11,595 - 11,595 11,595
Total Financial Assets 15,988 1,399 902,894 1,927,621 - 2,847,902 2,835,347
Financial Liabilities
Deposits from Customers 17 - - - - 2,592,432 2,592,432 2,598,566
Other Liabilities 18 - - - - 53,015 53,015 53,015
Total Financial Liabilities - - - - 2,645,447 2,645,447 2,651,581
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22.REPRICING SCHEDULE

The interest rate repricing schedule of on-balance sheet financial assets and financial liabilities has been prepared on the basis
of contractual maturity or next repricing date, whichever is earlier.

As at 30 September 2007 Weighted Non
Unaudited Average on 0-6 6-12 1-2 2-5 Over 5 Interest
Effective Demand Months Months Years Years Years Sensitive Total

Interest Rate (%) $000 $000 $000 $000 $000 $000 $000 $000
Assets
Cash and Cash Equivalents 8.35 34,480 - - = S - - 34,480
Derivative Financial Instruments n/a - - - = = = 3,283 3,283
Investment Securities 8.56 274,403 585,550 24,065 19,943 17,000 21,476 = 942,437
Loans and Advances to Customers 8.49 379,387 217,813 390,756 712,828 215,993 73,291 - 1,990,068
Other Financial Assets n/a - - - - - - 12,775 12,775
Total Financial Assets 688,270 803,363 414,821 732,771 232,993 94,767 16,058 2,983,043
Non-Financial Assets n/a - - - - - - 21,729 21,729
Total Assets 688,270 803,363 414,821 732,771 232,993 94,767 37,787 3,004,772
Liabilities
Deposits from Customers 6.21 1,438,450 768,399 425,442 39,412 9,451 7,616 - 2,688,770
Tax Liability n/a - - - = = = 3,809 3,809
Other Financial Liabilities n/a - - - = = = 70,562 70,562
Total Financial Liabilities 1,438,450 768,399 425,442 39,412 9,451 7,616 74,371 2,763,141
Non-Financial Liabilities n/a - - - = = = = =
Total Liabilities 1,438,450 768,399 425,442 39,412 9,451 7,616 74,371 2,763,141
Interest Rate Sensitivity Gap (750,180) 34,964 (10,621) 693,359 223,542 87,151 (54,504) 223,711
Lending Commitments = 96,714 3 3 = = S 96,714
Derivative Notional Principals - 26,656 (1,456) (2,500) (8,200) (14,500) = -
As at 30 September 2006 Weighted Non
Unaudited Average on 0-6 6-12 1-2 2-5 Over 5 Interest

Effective Demand Months Months Years Years Years Sensitive Total

Interest Rate (%) $000 $000 $000 $000 $000 $000 $000 $000
Assets
Cash and Cash Equivalents 7.25 14,756 - - - - - - 14,756
Derivative Financial Instruments n/a - - - - - - 717 717
Investment Securities 7.52 187,566 696,681 5,598 19,012 17,968 5,000 - 931,824
Loans and Advances to Customers 8.12 401,446 228,532 279,009 648,941 182,298 46,799 - 1,787,025
Other Financial Assets n/a - - - - - - 11,905 11,905
Total Financial Assets 603,768 925,213 284,607 667,953 200,266 51,799 12,622 2,746,227
Non-Financial Assets n/a - - - - - - 18,173 18,173
Total Assets 603,768 925,213 284,607 667,953 200,266 51,799 30,795 2,764,400
Liabilities
Deposits from Customers 5.60 1,389,276 834,466 203,271 50,744 12,082 1,056 - 2,490,895
Tax Liability n/a - - - - - - 2,988 2,988
Other Financial Liabilities n/a - - - - - - 59,300 59,300
Total Financial Liabilities 1,389,276 834,466 203,271 50,744 12,082 1,056 62,288 2,553,183
Non-Financial Liabilities n/a - - - - - - - -
Total Liabilities 1,389,276 834,466 203,271 50,744 12,082 1,056 62,288 2,553,183
Interest Rate Sensitivity Gap (785,508) 90,747 81,336 617,209 188,184 50,743 (49,666) 193,045
Lending Commitments - 96,500 - - - - - 96,500
Derivative Notional Principals - 17915 (5,759) (1,456) (9,500) (1,200) - -
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22.REPRICING SCHEDULE - CONTINUED
As at 31 March 2007 Weighted Non
Unaudited Average on 0-6 6-12 1-2 2-5 Over 5 Interest
Effective Demand Months Months Years Years Years Sensitive Total

Interest Rate (%) $000 $000 $000 $000 $000 $000 $000 $000
Assets
Cash and Cash Equivalents 7.50 15,988 - - - - - - 15,988
Derivative Financial Instruments n/a - - - - - - 1,399 1,399
Investment Securities 7.80 285,218 559,167 11,000 8,009 18,000 21,500 - 902,894
Loans and Advances to Customers 8.17 382,668 243,676 275,661 759,043 178,442 76,536 - 1,916,026
Tax Asset n/a - - - - - - 48 48
Other Financial Assets n/a - - - - - - 11,595 11,595
Total Financial Assets 683,874 802,843 286,661 767,052 196,442 98,036 13,042 2,847,950
Non-Financial Assets n/a - - - - - - 20,126 20,126
Total Assets 683,874 802,843 286,661 767,052 196,442 98,036 33,168 2,868,076
Liabilities
Deposits from Customers 571 1,449,773 867,887 233,497 28,666 11,337 1,272 - 2,592,432
Other Financial Liabilities n/a - - - - - - 53,015 53,015
Total Financial Liabilities 1,449,773 867,887 233,497 28,666 11,337 1,272 53,015 2,645,447
Non-Financial Liabilities n/a - - - - - - - -
Total Liabilities 1,449,773 867,887 233,497 28,666 11,337 1,272 53,015 2,645,447
Interest Rate Sensitivity Gap (765,899) (65,044) 53,164 738,386 185,105 96,764 (39,973) 202,503
Lending Commitments 122,578 - - - - - 122,578
Derivative Notional Principals 26,656 - (3,556) (7,400) (15,700) - -
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23. MATURITY PROFILE

The following tables analyse the Bank’s financial assets and financial liabilities into relevant maturity groupings based on the
remaining period as at balance date to the contractual maturity date.

As at 31 September 2007 On 0-6 6-12 1-2 2-5 Over 5 Not
Unaudited Demand Months Months Years Years Years Specified Total
$000 $000 $000 $000 $000 $000 $000 $000
Assets
Cash and Cash Equivalents 34,480 = = = = = = 34,480
Derivative Financial Instruments - - = = = = 3,283 3,283
Investment Securities - 492,425 52,100 76,505 231,407 90,000 = 942,437
Loans and Advances to Customers = 866 5,630 11,602 42,755 1,929,215 - 1,990,068
Other Financial Assets - 12,775 - = = - - 12,775
Total Financial Assets 34,480 506,066 57,730 88,107 274,162 2,019,215 3,283 2,983,043
Non-Financial Assets - - - = = = 21,729 21,729
Total Assets 34,480 506,066 57,730 88,107 274,162 2,019,215 25,012 3,004,772
Liabilities
Deposits from Customers 1,438,450 768,399 425,442 39,412 9,451 7,616 - 2,688,770
Tax Liability = 3,809 = = = = - 3,809
Other Financial Liabilities - 65,628 = = = = 4,934 70,562
Total Financial Liabilities 1,438,450 837,836 425,442 39,412 9,451 7,616 4,934 2,763,141
Non-Financial Liabilities - = = = = = = o
Total Liabilities 1,438,450 837,836 425,442 39,412 9,451 7,616 4,934 2,763,141
Lending Commitme