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Supplemental Disclosure Statement

BILATERAL NETTING AGREEMENTS

There are no bilateral netting agreements with connected persons.

COPY OF FULL GUARANTEE CONTRACT

A copy of the guarantee contract containing the guarantee by Rabobank Nederland of
Rabobank New Zealand Limited dated 18 February 1998 (as amended by deed dated 19
February 1998) is attached in Appendix 1a (“Old Guarantee”).

A copy of the new guarantee contract containing the guarantee by Rabobank Nederland of
Rabobank New Zealand Limited which became effective upon the expiry of the Old
Guarantee on 17 February 2008 and will expire on 17 February 2010 is also attached in
Appendix 1 (“New Guarantee”).

A copy of the guarantee contract under which the New Zealand Crown guarantees the
obligations of Rabobank New Zealand Limited is attached as Appendix 1b.

COPY OF FINANCIAL STATEMENTS

A copy of Rabobank Nederland’s most recent publicly available financial statements
including auditor’s report is included in Appendix 2.

A copy of the New Zealand Crown’s most recent publicly available financial statements
including auditor’s report is included in Appendix 2a.
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DEED OF GUARANTER

between

and

COOPERATIEVE CENTRATE RAIFFEISEN-BOEFRENLEENBANK B.A.
(the "Bank") .

RABOBANK NEW ZEALAND LIMITED

(i] mq’zil)



THIS DEED is made te-fe—jedayof{—1-2068 6 February 2008
BETWEEN

L COOPERATIEVE CENTRATE RATFFRISEN-BOERENL EENBANK B A. of Croeselaan,
18 3521 CB Utrecht, The Netheriands {the "Bank");

AND

IL RABOBANK NEW ZEALAND LIMITED of 80 The Terrace, Wellington, New Zealand
(“Rl'\}' ”) B

RECITALS:

A. The Bank, RNZ and Permanent Trustee Cornpany Limited are parties to a Deed of Guarantee
dated 18" February 1998 (the “Old Guaraniee™), which s due fo expire on 17" February 2008,

B. The Bank has agreed to give, upon expiry of the Old Guarantee, this new Guarantee, entered
inte solely between the Bank and RNZ but otherwise on substantially the same terms as the
Old Guarantee. ‘

OPERATTVE PROVISTONS:
1. DEFINITIONS AND INTERPRETATION

1.1  In this Deed 2nd in the Recitals, unless the context otherwise requires;

* Authorised Officer” means, where a Creditor iz a Person other than a nabural person, 2

director or secretary of that Person or a person authorised by a director, secrefary or under the
seal of the Person;

"Business Day" means any day, other than a Saturday or Sunday or public haliday, on which
banks are open for general business in Wellingfon;

"Creditor® means each and any Person to whom an Obligation is from time to time owed
andfor who is entitled from time fo time to the benefit of an Obligation;

YEffective Time" means immediately after expiration of the Old Guarantee;

"Guarantee” means the guarantee by the Banlk for the benefit of the Creditors pursuant and
gubject to the terms and conditions of this Deed;

"Ohbligation" means any liability or ohligations, whether monetary or otherwise, actual or
contingent, present or future, ranking at least pari passu with the claims of unsecured creditors
of RNZ generally lawfully incurred by RNZ to a creditor on any account whatsoever
PROVIDED THAT "Obligation" shall not include any liahility of RNZ in respect of:

a) special or punitive damages;

b) - the payment of taxes, rates, imposts, duties or similar government éhargcs where the
creditor {3 a government or governmenéal agency or instrumentality; or

c) any liability incwrred prior to the Effactive Time; and

"Person” means any person, finm, trust estate, corporation, association, co-aperative,
sovernment or governmental agency.

12  References to the Bank and RNZ shall be deemed to include their respective successors and
assigns. A reference to a clause is reference to a clause of this Deed.
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Words importing the singular number or plural number shall include the plural number and
singular number respectively. Words importing any gender shall include every gender,

References to laws, statutes or [cgislation are to the laws, statues or legislation for the time
being in force in New Zealand, unless the contrary appears from the context of this Deed.

GUARANTEE

On and from the Effective Tirme, the Bank hereby unconditionally guarantees for the benefit of
cach Creditor the due and punctual payment by RNZ of each and every Obligation (whefher at
stated maturity, upon acceleration or otherwise) now or hereafter owing or to become owing
by RNZ io the Creditor during the term of the Guarantee to the intent that should RNZ default
in the due and punctual payment of any such Obligation the Banle shall, upon written demand
by the relevant Creditor under clause 3.2, forthwith pay or cause to be paid to the Creditor all
amounts then due and unpaid with respect to such Obligation together with all costs and
expenses incurred by the Creditor it enforeing the Guarantee.

The Guarantee is a continuing guaraniee and shall not be considered as satisfied by any
intermediate payment and shall remain in force until the first to oceur of the following:

a) the revocation of the Guarantee in accordance with clause 6; or
b) - tihe termination of the Guarantee in accordance with clause 7,

Notw‘iﬂ:tstanding clanse 2.2, a2 Credifor may at any time by an instrument in wriling, release the
Bank from its liability under the Guarantee in relation to that Creditor.

The Bank shall be lizble only for payment of an. Obligation in the manner, to the exdent and up
to the amount that RNZ, would be liable or permitted to make payment in satisfaction of such
Qbligation under applicable laws and regulations and in determining and making such
payment the Bank shall be entitled to deduct the amounts (if any) which the Bank ig entifled in
Taw or in equity to set-off or counterclaim against the Creditor to whom that Cbligation is
owed and the amounts (if eny} which RNZ could have set-off or counterclaimed in law or in
equity against the Creditor fo whom such Obligation is owed if RNZ were making payment to
that Credifor in licu of the Bank. Nothing contained in this Deed shall reduce the liability of
the Bank with respect to any Obligation of RNZ which is reduced or discharged by reason of -
the insolvency, administration, liquidation, receivership or reorganisation of RNZ.

DEMAND AND PAYMENT

A Creditor shall be entitled to make a demand under this Deed if and only if:

a) the Creditor has served writien demand (a "Primary Demand") on RNZ for the
payment of an Obligation which remains unpaid beyond its due date;

)] the Primary Demand remains unsatisfied in whole or in part for a period of 5 Business
Days; and .
) a bona fide dispute in relation to that Obligation does not exist.

A demand by a Credifor under this Deed (a "Creditor's Demand™) shall be served on the Bank

and shall be accompanied by a statutory declaration made by the Creditor or by an Authorised
Officer of the Creditor stating:

&) the residency and place of business of the Creditor;

b) that RINZ has failed to meet an Obligation;
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£) that a Primary Demand in respect of that Obligation has been given to RNZ
{accompanied by a verified copy of that Primary Demand) and that such Primary
Demand has remained unsatisfied for a period of 5 Business Days;

d) brief particulars of the nature of that Obligafion (accompanied b a verified copy of
any docutnent giving rise to that Obligation);

e) that the Obligation ranks af least pari passu with the claims of unsecured creditors of
RNZ generally;

fH the outstanding amount and curreney of that Obligation; and

g)  {hatthere is no bora fide dispute relating o that Obligation.

Service of the Creditor's Demand and all accompanying docurnents under clause 3.2 on the
Bank shall constitute 2 written demand by the Creditor under clauge 2.1.

PAYMENTS

Al paymenis by the Bauk under this Deed shall be made in the currency or currencies in
which the relevant Obligation is denominated.

Payments hereunder shall be made frec and elear of any deduction or withholdings. In the
event that the Bank is prohibited by law from making payments hereunder free of deductions
or withholdings, then the Bank shall pay such additional amount to the relevant Creditor as
may be nhecessary in order that the actual amount received after all applicable deductions and
withholdings shall equal the amount that would have been received if such deductions or
withheldings were not required.

' REPRESENTATIONS

The Bank represents and warrants that:

a) it is a cooperative association duly organised and validly existing under the laws of
The Netherlands;

b) it has the corporate power to enfer into this Deed and to perform the obligations
impased upon it under this Deed in accordance with its terms; and

&) this Deed constitutes 2 valid, binding and enforceable obligation upon it.
REVOCATION OF GUARANTER

The Bank may at gny time by notice in writing to RNZ revoke the Guarantee and its hability
under this Deed with effect from the date (the "Revocation Date") specified in the noiice
which date shall be not less than three calendar months after the date upon which the notice
wag served apon EiNZ and the Bank has paid or caused to be paid to RNZ a reasonable sum to
cover the expenses to be incurred pursuant to clause 6.2, Such revocation shall not be

effective with respect to any Obligation which RNZ has incurred prior to the Revocation Date.

On receipt of a notice of revocation and the sum on account of expenses, RNZ, at the cost of
the Bank, shall give notice by advertisement in a newspaper circulating generally throughout

New Zealand, to the effect that the Guarantee has been revoked and specifying the Revocation
Date.

TERMINATION OF GUARANTEE

Notwithstanding anything to the contrary in this Deed, the Guarantes shafl terminate on the
first to cccur of the following svents; '




a) the date being two (2) years after the Effective Time, unless fhe Bank (by amendment
under ¢lause 11,1} agrees to extend the termination date to a later date specified by the
Bank. Termination of the Guarantee shall not be effective with respect to any
Obligation which RNZ has incurred prior to the date of termination;

b) automatically in reépect of all Obligations whether incurrad before or afier such
termination if:

i) any subgtantial asget of RNZ; or
i) any share m the issued capital of RNZ

is expropriated or nafionalised by the Government of New Zealand; or by any political
subdivision thereof (the "Government") or any entity succeeding to the powers of any such
Govemment or any agency of any such Government or any such successor entity or any
authority which is owmed or controlled by any such Government or any such successor entity

except where such expropriation or nationalisation results from the default by RNZ of any
statute, regulation or other binding law; or

c) a change in any law or regulation i any jurisdiction which renders the Guarantee
illepal or inoperative in New Zealand.

72 Immediately after the Bank Decomes aware of the termination of the Guarantee pursnant to
clause 7.1(b) or 7.1(c) the Bank shall notify RNZ thereof and pive notice of such termination
by an advertisement in a newspaper circulating generally throughout New Zealand.

8. STIBROGATION

81 The Bank and RNZ, expressly agree that the Bank is and shall be enfitled to all the rights and
remedies of a guarantor under law including, without imiting the generality of the foregoing,
al! rights of subrogation which shall accrue to the Bank by virtue of any payment hereander by
the Bank to or for the benefit of any Creditor and, subject to the law, the Bank shall be entitled
to claim the benefit of and participate in any security now or hereafter held by that Creditor
from BRNZ either in whole or upon 2 pro-rata basis, as the case may be, where the Bank has
paid all moneys to or for the benefit of that Creditor under this Deed. Notwithstanding the
generality of the foregoing, the Bank shall not exercise or seek to enforce any claim against
RNZ (whether or not in liquidation) for reimbursement to the Bank of any moneys paid
pursuant te this Deed by the Bank to a Creditor in respect of an Obligation until the default of
RINZ in respect of that Obligation has been fully remedied by RNZ or the Bank.

9. DEALINGS BETWEEN TIHE BANK AND THE CREDITORS

9.1  The Bank and BRNZ agree that a Creditor shall be entitled to directly claim under, or take or
obtain or otherwise enjoy the benefit of, this Deed npon the condition that the Craditor
complies with the provisions of ¢lauses 3.1 and 3.2,

92 Afier recsipt of a written demand from a Creditor under clause 3.2 the Bank and that Creditor
shall deal with one another as principal in relation to all matters under or in relation to this
Deed, the Guarantes and RNZ.

23 Without himiting the generality of clause 10, the Bank shall be and is eutitled to serve any
notice, demands or statements in connection with this Deed apon that Creditor (at its place of
business specified in the Creditor's Demand) and the Bank ghall be and iz entitied to make any
payment which it is liable to pay to the Creditor under this Deed directly to that Creditor and
not through any other Person.
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NOTICES

Any notics to the Creditors generally in respect of this Deed will be validly given if published
in a newspaper circulating generally throughout New Zealand. Any such notice shall be
deemed to have been given on the date of publication or, if published more than once, on the
date of first publication.

Any notice, demand, statement ar other document required to be served on or delivered to the
Bank or RNZ under or in relation to this Deed ("Notice") shall be in writing signed by the
party giving the Notice or by an Authorised Officer of that party, shall be made, setved or
given (subjeet in the case of the Bank to clause 13.2) by being lefl at or sent by prepaid mail or
by facsimile as follows:

to the Bank:

Cooperatieve Centrale
Raiffeisen-Boerenleenbank B.A.
Croeselaan, 18 3521 CB Utrecht
The Netherlands

Attention: Staf en Ieiding CRG, Garantiedesk - Kamer UC-G717

o RNZ:
80 The Terrace,

Wellington,
New Zealand

Attention: Head Counsel, New Zealand
Facsimile no..+61 4 819 2706

or to such other address or facsimile number as shall have been notified {in accordance with
this clause) to the ofher party hereto. No Notice shall be deemed to have been received by the
Bank or RNZ. until actually received by the relevant party to whom it is addressed at its
designated address.

AMENDMENT

The Bank may, from time to time and without any authority or assent of RNZ or the Creditors,
atter, modify, or add to this Deed if in the reagonable opinion of the Bank:

a} the alteration, modification or addition is made to correct a manifest etror or is of a
formal or technical nafurs;

b) the modification, alteration or addition is necessary to comply with the provisions of
any staiute, whether or not required by any statutory anthority; or

¢) the alteration, modification or addition is desirable for the pwpose of more
advantageousty administering the rights and obligations established under this Deed,

and in any case such modification, alteration or addition is considered by the Bank, acting in
gocd faith, not to be materially prejudicial to the Creditors as whels, so far as known to it.

ADDITIONAT, SUBSIDIARY.

The Bank may in its sole and absolute discretion by notice in writing to RNZ agres to assume
a Hability (in addition to ity existing lability under this Deed as gnarantor) for the obligations
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of any other subsidiary now or hereafter formed or acquired by the Bank or RNZ (" Additional
Subsidiary"), in which ¢ase the Bank shall then promptly publicise such notice by an
advertisement in a newspaper circulating generally throughout New Zealand,

Upon the date specified in a notice under olause 12.1, the Guarantee and the provisions of this
Deed shall extend and apply mutatis smtandis to the Additional Subsidiary as if each reference
in this Deed to RINZ were a reference to RNZ or the Additional Subsidiary (as the case may

be). A notice under clause 12.1 shall be signed by and shall specify an address for service of
the Additiona! Subsidiary.

As soon as practicable after giving nofice pursuant to clause 12.1, the Bank shall procure the
Additional Subsidiary to enter info a Deed supplemental to this Deed evidencing the consent
by the Additional Subsidiary to the terms of this Deed.

GOVERNING LAW

This Deed shall be governed by and construed in aceordance with the laws for the time being
in force in New Zealand, The Bank and RNZ each hereby submit, for the purposes of this
Deed, to the non-exclusive jurisdiction of the Courts of New Zealand and any court hearing
appeals from thermn in respect of all legal actions arising under or in relation to this Deed.

The Bank hereby irrevocably appoints RNZ (and RNZ hereby accepts such appointment) fo be
the agent of the Bank te accept service of process on behalf of the Bank in respect of all
matiers in New Zealand arising under or in relation to this Deed and the Bank agrees that any
such process shall be properly served upon the Bank if delivered to RNZ at its address for the
service of Notices set out in elause 10.2.

ASSTGNMENT

Mo party to this Deed miy agsign its tights or obligations hersunder without the consent in
writing of the ather party.

CERTIFICATE

RINZ shall advise the Bank in writing within fourteen (14) days of a request in wiiting from
the Bank (made no more frequently than quarterly or following receipt by it of a Creditor's
Demand} to do se, of its best estimate of the aggregate principal amount of the Obligations for
which it is indebted as at such date to either all of the Creditors generally or to those Creditors
speeified by the Bank in its request.

LEGAL COSTS & EXPENSES

Each party agrees to pay all of its own legal costs and expenses of and incidential io the
negotiation, preparation and execution of this Deed.

EXECUTED as a Deed,




STIGNED, for and on behalf of
COQOPERATIEVE RAIFFEISEN-BOERENLEENBANK B.A,

‘“\\\j‘%ﬂm AL
SJQ.ijEfE”,,wﬂ’
MambEr Executive Board

P.J.A. van Schijndel

Member Executive Beard
SIGNED for and on behalf of )
RABOBANE NEW ZEALAND )
LIMITED
in the pregence of )] D]Iectorfﬂuﬁheﬂsed.
Ruurd Weulen Kranenherg Siguator~ STuce Raymond Dick
1! 2
Witness signature

Gregory Paul Kelly

Full name

- L16, 201 Susgex Streat, Sydmey

Address

Ganeral Counsel

Occupation

6 February 2008
Date

Naote: [ vwo directors sign, no witnesg ig necessary. Ifa directar and authoriged signatory sign, both signatures are to e witnessed. If
the dircetor and suthorfsed signatory are not signing togather, a separate witness will be necessary for each signabure.
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THIS DEED is made the 18th day of Februery, 1998

BEIWEEN

i COQPERATIEVE CENTRALE RAIFFEISEN-BOERENLEENBAINK B.A. of Croeselasn, 183521
CB Utreclit, The Netherlands (the "B ank");

I, WW ACN 000 000 993 of 23 O'Connell Street, Sydney
New South Wales, Australia (the “Trustee™;

.
I WRI SON FARMERS NCE L D of 14 Hartham Place, Porirua, New Zealand
(l!WFF").
RECITALS:

A - The Bank owns or intends to purchase directly or indirectly all of the: issued shares in WFF,

B, At the request of WFF, the Bank has agreed to give the Guarantee ti the Trustee for the benefit of the
Creditors in support of certain obligations of WEF herealter owing to the Creditors.

C.  Atthe request of the Bank and WFT, the Trustee has agreed to act s tustes for the Creditors of the
benefit of the Guarantee upoa the terms and conditions of this Deed.

D,  WEF has agreed to be 2 purty to this Deed for the puq:osf.'.s of consenting to the terms hereof, assuming
responsibility for the payment of the Trustee's fecs pursuant to clavse 10,7 and accepting its appointment
as the Bapk's agent pursuant to clause 15.2,

OPERATIVE PROVISIONS:

1. DEFINITIONS AND INTERPRETAT JON

1.1  Inthis Deed and in the Recitals, unless the context otherwisc requires:

" Authorised Officer” means, whers a Creditor is a Person othey than a netural person, a director or
secretary of that Person or & person authorised by a dircctor, secretary or under the seal of the Person;

"Business Day” means any day, other than a Saturday or Sunday or public holiday, on which banks are
open for general busmess in Sydoey;

"Creditor” means each and any Person to whom an Qbligatio is fom fime to time owed and/or who 13
entitled from time to time to the benefit of an Obligation

“Effective Time" means immediately after completion of the Share Sale and Purchase
Agreement between Wrightson's Limited and Rabobank Internaticnal Holding BV, dated 22
December 1997;

"Gyargnice" means the guarantee by the Bank to the Trustee for tae benefit of the Creditors
pursuant and subject to the terms and sonditiony of this Deed;

Hi\cqneapt9d-1larkl #
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"Obligation” means any {iability or obligations, whether monetary oF otherwise actual or |
contingent, present or future, ranking at least pari passu with the clainis of unsecured, |
creditors of WEF generally lawfully incurred by WEF tg a Creditor on. any accownt ,

whatsoever PROVIDED THAT "Obligation" shall not include any liakility of WFF. in respect

of’

a) special or punitive demages;

b) ¢ the payment of taxes, rates, imposts, duties or similar government charges where the
Creditor is 8 government of governmental agency or nstrumentality; or

<) any Kability incurred prior to the Effective Time; and

"Person” means any persory, firm, trust estate, corporstion, association, co-operative,
government or govemimental agency,

References to the Bank, the Trustes and WEF shall be deemed 1o include their respective
cuccessors and assigns, A reference to a clause is reference to a clause of this Deed.

Words importing the singular pumber of plural number shall include the plural number and
singular number respectively. Words importing any gender shall include every gender.

References to faws, statutes or legislation to the laws, statutes or legislation for the time being
in force in New South Wales, Australia, unlesy the contrary appears from the conteat of this
Deed, : .

GUARANTEE

The Bank hercby unconditionally guarantees to the Trustee for the Lienefit of esch Creditor the duc and
punctual payment by WFF of each and every Obligation (whether ai stated maturity, upon acceleration
or otherwise) now or hereafter owing or 10 become owing by WFF to the Creditor during the term of
the Guarantee 1o the intent thet should WFF default in the due and punctual payment of any such
Obligation the Bank shall, upon written demand by the Trustee undsr clause 3.3, forthwith pay or cause
10 be paid to the Trustee all amounts then due and unpaid with respect (o such Qbligation together with
all costs and expenses incufred by the Trustee in enforcing the Guarantee.

1

The Guarantee js a continuing guarantee and shall not be considered as satisfied by any interthediate
payment and shall remein in force until the first 1o ocsur of the following:

) the revocation of the Guarantee in accordance with clawse ¢, or
b) {he termination of the Guarantee in accordance with clavse 7.

Notwithstanding clause 2.2, a Creditor may at sny time by en instrament in writing, relcase the Bank
from its Liability under the Guarantee in relation to that Creditor.

‘The Bank shall be liable only for payment of an Obligation in the manner, to the extent and up to the
armount that WEF would be ligble or permitted to make payment in satisfaction of such Obligation undes
applicable Jaws and regulations and in determunung and making such payment the Bank shall be entitled
to deduct the amounts (if any) which the Bank is entitled in law or in equity to set-off or counterclaim
against the Creditor to whom that Qbligation is owed and the amounts (if any) which WFF could have

H:eomeopid-J Lo rbt 3
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g that tivere is no bona fide dispute relating to that Obligation.

BAKER & McKENZIE

set-off or counterclaimed in law or in equity against the Creditor to whom such CObligation 15 owed if
WFF were making payment to that Creditor in licu of the Bank. Nothing contained in this Deed shall

@oos

reduce the lizbility of the Bank with respect to any Obligation of WFI which is reduced or discharged by

reason of the insolvency, administration, iquidation, receivership or reorganisation of WEF.

DEMAND AND PAYMENT

A Creditor shall be entitled to make & demand under this Deed if and only

¢

).  the Creditor has served written demand (a "Primary Demand”) on WFF for the paymeat of an

Obligation which remains unpsid beyond its due date;

b) the Primary Demand remains unsatisfied in whole or in part fir & period of $ Business Days; and

c) a bona fide dispute in relation to that Obligetion does not exist,

A demand by & Creditor under this Deed (a "Creditor's Demand") shall be served on the
Trustee and shall be accompenied by a statutory declaration made by the Creditor or by an
Authorised Officer of the Creditor stating:

a) the residency and place of business of the Creditor;
b) that WFF has failed to meet an Obligation;

c) that ¥ Primary Demand in respect of that Obligation has been given to WFF
(accompanicd by a verified copy of that Pomary Demand) and that such Primary
Demnand has remained unsatisfied for & period of' 5 Business Days;

d) brief particulars of the nature of that Obligation (accompanizd by a venfied copy of any
document giving rise to that Obligation),

&) that the Obligation ranks at lesst pari passu with the claims of unsecuicd creditors of
WFF generally,

3] the outstanding amount and currency of that Obligation; and

Subject to clause 3.5, the Trustee agrees that it shall promptly after receipt of a Creditar's
Demand which complies with clauses 3.2(a) to (), serve a written demand on the Bank by
delivering to the Bank (with a copy to WEF) 3 copy of the Credito's Demand and all
accompanying documents. Service of such copy on the Bank shall zonstitute a written demand
by the Trustee upder clause 2.1. For the avoidance of doubt, a failure by the Trustee to deliver
2 Creditor's Demand to the Bank dug to circumstances beyond the Trustee's control shall not
constitute a breach of this elause 3.3,

Subject to clause 3.5, in the event that the Bank does nat elect to ezl directly with the
Creditor under clause 9.2, the Bank agress to pay the Trustee in firl] an amount equal ta the
Qbligation owed to the Creditor and if the Bank does nat pay prornptly the Trustee shall take
such action as it considers appropriate 10 enforee payment of that amount whether by way of

11 iepneept P-4 la.rb! 4
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4.1

4.2

4.3

3.1
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legal proceedings or otherwise. The Trustee agrees promptly to forwird to the Creditor or
Creditors zntitled therato all amonnts paid by the Bank to the Trustee: in relation te the
Creditor under this Deed less arty deductions which the Trustee i3 entitled to make pursuam 1o
thig Deed.

1f the Trustes determines that it will incur costs, expenses or Hisbilities in taking steps pursuant
to clauses 1.3 or 3.4 relating to a Creditor or having taken steps pursuant to those clauses the
Trustee has incurred costs, expenses ot ligbilitiey, the Trustee may in its. sole and absolute
discrerion decide to fake na further steps on account of that Creditor unless the Creditor pays
to-the Trustee a reasonable amount determined by the Trusiee to cover such costs, expenses
ot lisbilitics whetber to be incurred in the future or already incurred. 'When the costs, cxpenses
or liabilitics incurred by the Trustee sre reimbursed in full by the Bank pursuant to clause 10.6,
the Trustee will repay the Creditor an amount equsl to the payments rmade by the Creditor
under this sub-clause, '

PAYMENTS

All payments by the Bank under this Deed shall be made in the surrency or currencies in which
the relevant Obligation is denominated.

All payments by the Bank 1n relation to the Trustes's fees and expenics shall be make in
Aystralian Dollars.

‘Payments hereunder shall be made free and clear of any deduction of withholdings. In the

event that the Bank is prohibited by law from making payments hercunder free of deductions
or withholdings, then the Bank shall pay such additjonal amount to 1 he Trustee as may be
necessary in arder that the actual amount received after all applicable deductions and
withholdings shall equal the amount that would have been received if such deductions or
withholdings were not required, '

REPRESENTATIONS
The Bank represents and warrants to the Trustee that!

B) it will inform the Trustee of the date ar which the Effective Time commences as saon

as known to the Bank; .

b) it is & cooperative sssociation duly organised and velidly existing under the laws of
The Netherlands,

c) it has the corporate power ta enter into this Deed and to perform the obligations
imposed upon it under this Deed in sccordance with its terms;and

d) this Deed congtitutes 8 velid, binding and enforeeable oblignrion upon it,
REVOCATION OF GUARANT EE
The Bank may &t any time by notice in writing to the Trustee revolce the Guarsntee and its

fiability under this Deed with effcct from the date (the "Revocation Date") specified in the
aotice which date shall be not Iess than three calendar months after the date upon which the
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notice was served upan the Trustee and the Bank has paid or caused fo be paid ta the Trustee
s reasonable surm 1o cover the expenses to be incurred pursuant to claase 6.2, Such revocation
shall ot be effective with respect to any Qbligation which WFF has incurred prior lo the
Revocation Date. '

§2  On receipt of a notice of revocation and the sum on secount of expenses, the Trustee, at the
cost of the Barik, shall give notice by advertisement in a newspaper circulating generally
throughout each State or Territory of Australia, to the effect that the Guarantee has been
revaked and specifying the Revocation Date,

7. TERMINATION OF GUARANTEE

7.1  Notwithstanding anything to the contrary in this Deed, the Guarantes and the trust herehy
created shull terminate on the first to occur of the following events:

3) the date being [ ] years after the Effective Time, unless the Bank (by amendmuent
uader clause 13.1) egrees to extend the termination date to a [ater date specified by the
Bank. Termination of the Guarentee shall not be effective with respect to sy
Obligation which WFF hes incurred prior to the date of termination;

b) sutomstically in respect of all Obligations whether incumcd hiefore or after such
termination it
i) any substantial asset of WFF. ar

i)  any share in the issked capital of WFF

is expropriated or nationalised by the Govermnment of New South Wales; or by any political
subdivision thereof (the "Governent™) or any entity succeeding to the powers of any such
Govemment or any agency of any such Government or any such successor entity or any authority
which is owned or controlied by any such Govermment or apy such successior entity except where
such expropriation or nationalisation results from the default by WEF of any statute, regulation or
other binding law; or

) a change in any law or regulation in any junisdiction which runders the Guarantce
illega! or inoperative in New South Wales,

7.2  Immediately dfer the Bank becomes aware of the termination of the Guarantee pursuant to *
clause 7.1() or 7.1(c) the Bank shall notify the Trustee thereof and give notice of such
termination by an advertisement in 2 newspaper circulating generally throughout sach State or
Territary of Australiz,

B. SUBROGATION

8.1  The Bank, the Trustee and WFF expressly agres that the Bank is and shall be entitled to sl
the rights and remedies of a gugrantor under law including, without limiting the generality of
the foregoing, all rights of subrogation which shall accruc to the Biank by virtue of sny
payment hereunder by the Bank to or for the benefit of any Creditor mid, subject to the law,
the Bank shall be eatitled to clabm the benefit of and participate in any security now or
hereafter held by that Creditor from WFF cither in whole or upon i pro-rata basis, as the case
may be, where the Bank has paid all moneys to or for the benefit of that Creditor under thus
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9.3

10,

10.1

10.2

10.3

10.94

Deed. Notwithstanding the generality of the foregoing, the Bank shall not exercise or seek to
erforce any claim against WEFF (whether or not in liguidstion) for reirnbursemtent to the Bank
of any moneys paid pursuant to this Deed by the Bank to 8 Creditor i respect of an
Obligation until the default of WFF in respect of that Obligation has hieen fully remedied by
WEFF or the Bank.

DEALINGS BETWEEN THE B AND CREDITORS

The Bank, the Trustee and WEF agree that a Creditor shall only be entitled to take or obtain
or otherwise enjoy the benefit of this Decd upon the condition that $}.e Creditor hss complied
with the provisions of clauses 3.1 and 3.2,

After receipt of a written demand from the Trustee under clause 3.3 the Bank shall be
entitled to deal with the Creditor and if the Bank exercises its entitlctent, the Bank and that
Creditor shall deal with one uncther as principal in relation to all matters undet or i relation
1o this Deed, the Guarantee and WFF without the involvement of thi: Trustee, That Creditor
shall not be entiticd to inyoke the provisions of this Deed until the Creditor certifies to the
Trustee that bona fide discussions with the Bank have failed.

Without limiting the generality of clause 12, the Bank shall be and is entitled to serve any
notice, demands or statements in connection with this Deed upon thit Creditor (at its place
of business specified in the Creditor's Demand) and the Bank shall bi and is entitled to make
any payment which it is liable to pay to the Creditar under this Deed directly to that Creditor
and not through the Trustee,

TRUST AND TRUSTEES RIGHTS AND INDEMNITIES

The Trustes shall hold the benefit of the Guarantee upon trust for the benefit of the
Creditors from time to time.

The Trustee will not in respeet of the exereise of its duties ynder this Deed incur any
personal responsibility or be liable for any loss or damage incurred or suffered by any one or
more of the Creditors, the Bank, WFF or any other person however ansing except to the
extent of breach of trust in relation to a particular Creditor knowingly and intentionally
committed by the Trustee and the Trustee's liability is limited in any such case ta the amount
of morties held by the Trustee at the time of tha? breach of Trust o, gccount of that Creditur.*

The Trustee may in relation 1o the Guarantee and the trusts hereby created act on the
opinion of, or information obtained from, any lawyer, accountant, banker, broker or other
expert appuinted by the Trustee for the purpose hereof 2nd shall nct be responsible for any
loss or damage by so acting and the Bark agrees to indemnify the rustee against any loss or
damage which the Trustee suffers by so acting.

The Trustoe will be entitled to rely upon any commurication which it recgives in relation to
the trusts hereby created and which it has no reason to believe is not genuine or correct and
to have been signed, sent or made by the persen or entity purporting o sign, send or make
such communication and the Trustee shall not be responsible for anry loss or damage
occasioned by such reliance end the Bank agrees to indemnify the Trustee against any loss or
damage which the Trustee suflers by such reliance,
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105 The Trustee will be entitled to be engaged and be interested in any financial or other
transaction with the Bank, WEF or any of the Creditors as freely as if it were not & trystes
under this Deed ard is not liable to account to the Bank, WETF or the Creditor for any profits
made.

10.6 The Bank hereby indemuifies the Trustee and agrees to keep it indemnified against all costs
(including legal costs on & solicitor/client basis (including the Trustec's time in attendance
fees)but only when the Bank has beea advised in advance by the Trustee that it proposes o
incuc such costs), claims, Babilities, charges, stampduty and expenses incurted by the Trustee
(vo the extent that the same are not paid by a Creditor) in connection with the subject matter
of this Deed, the Guarantae or the matters contemplated by this Deod including. without
limitation, the enforcetment of this Deed and the appointment of 8 suscessor Trustee pursuant
to this Deed, to the extent that they are not caused by the Trustee's riegligence or wilful
default. The Trustee may deduct from any monjes paid to it on aecount of & Creditor an
amount equal to the sum payable by the Bank to the Trustee under this clause or clause 10.7.

1097 The Trustec's fees will be a3 agrecd in writing between the Trustee and WEF. Such fees will
be paid by WFF or by the Bank if not paid by WFF.

11. CHANGE OF TRUSTEE

11.1 The Trustec may relire at any time upon giving three monthe’ notice: (or such other pediod as
the Trustee, the Bank and WEF agree i writing) of its intention to o so to both the Bank
and WEF and following its retirement becoming effective by delivering to WFF or any new
trustee appointed pursuant to clause 11.3 all books, documents, records and other property
relating 1o the obligations of the Trustes under this Deed. e

11.2 'The Bank may at any time remove the Trustee upon giving three months' notice in wnting to
the Trustee.

113 The Bank, vpon the receipt from or the issuc by it o the trustec (the "Retiring Trustee") of 2
notice of retirement or removal shall forthwith sppoint (and failing notification to the Retinng
Trustce by the Bank of details of any sgreement it has reached with a Successor Trustee
within 2 months of the commencement of the 3 month period refenved to in clauses 11.1 or
11.2, the Retiring Trustee shall thereafter forthwith appoint) a successor trustee (the
"Successor Trustee") which Successor Trustee shall be a corporation resident in Australia,
shall be generally recognised within the financiel community 85 3 leading corporate trustee
and shall not be & related body corporate of WFF or the Bank with'n the meaoing of section
50 of the Corporations Law, Upon retirement or removal, the Retiring Trustee shall vest n
the Successar Trustee any trust moneys or other assets it has received under tius Decd for
the benefit of any Creditor and shall deliver to WFF or the Succeasor Trustes all books,
documents records and other property relating to the obligations of the Trustee under this
Deed, The Successor Trustee shall become bound by the terms of his Deed by executing a
deed of appointment of Trustee hereof, The Reliring Trustee shall, if required by the Baak,
execute a deed of retirement a3 Trustee hereof. The deed of appointment and the deed of
retirement may be contained in one document. The retirement or remova! of the Retiring
Trustee shall only be effective upon the datc of excoution by the Jnst party ta the deed of
appointment and the Deed,
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12.1

12.2
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Within fourten days of the Trustes giving notice pursuant fo clause 11,1 or receiving notice
pursuant to clause 11.2, the Trustee shall, at the cost of the Barlk, give notice of its
retirement o removal (as the case may be), by advertisement in a newspaper cireylating
generally throughout each State or territory of Australia, and specifying the date on which its
retirement or removal takes effect.

The Retiring Trustee shall be released from all fotuce obligations undur this Deed on the dage
of its retirement or removal, The Retiring Teustec shall remain liable for brezches of its
obligations under this Deed which occured prior 0 its retirement or 1emoval. Upon the
appointment of & Succeysor Trustes pursuant {o clause 11.3 the Succassor Trustee may
exercise all powers and enjoy all rights and be subject to all the dutic: and obligations of the
Teustee under this Deed as fully as though it had been originally namid as a party to this
Deed in the capacity of Trustee.

The Successor Trustee, promptly upon its assumption of the cbligatinns of Trustee
hereunder, at the cost of the Bank, shall give notice of its appointmeiit by advertisemnent in 3
newspaper circulating genetally throughout each State or Temitory of Australia, and
including an address to which any Creditor can scrve notice to the Successor Trustee.

In the event that no successor Trustce is appointed in accordance with clause 11.3, then
unless otherwise agreed by the Trustee, this Deed wnd the Guarantee shall terminate at the
end of the televant 3 month period referred to in clause 11,3 and the Trustee shall be
released from all future obligations under this Deed, and the Trustee shall return all books
and property to WFF upon WFF and the Bank mecting all reasonabliz costs in relation to
such termination or other sums outstanding pursuant to clause 10,6 and clause 10.7.

NOTICES

Any notice to the Creditors generally in respect of this Deed will be validly given if published
in a newspaper circulsting generally throughout New Zealand. Any much notice shall be
deemed to have been given on the daic of publjcation or, if published more than ance, on the
date of first publication.

Any notice, demand, statement or other document required to be served on or delivered to
the Bank, the Trustee or WFF under or in relation to this Deed ("Notice") shall be in wnting
signed by the party giving the Notice or by an Authorised Officer of that party, shall be
made, served dc given (subject in the case of the Bank tc clause 15.:2) by being lef} at or sent
by prepaid mail or by facsimile as follows:

to the Bank:

Cooperstieve Centrale
Raiffciscn-Boerenleenbank B.A.
Croeselaan, 18 3521 CB Utrecht
The Netherlands

Attention: Internations! Division
Baron van Slingelandt
Facsimile no.-

Hiconcop#8-1 1a.rb] ?
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to the Trustee!

23 O'Connel] Street
Sydney, New South Wales
Auvstralia

to WFF:

14 Hartham Place
Porijus

New Zesland

Attention; General Mansger
Fascimile no.:

or to such other address or facsimile number as shall liave been notified (in accordance with
this clause) to the other parties hersto, No Notice shall be deemed tu have been received by
the Bank, the Trustes or WFF until ectually received by the relevant party 10 whom it is
addressed at its designuted address.

13. AMENDMENT

131 The Bank and tho Trustee may, from time to time by agreement without any authority or
assent of the Creditars, alter, modify, or add to this Deed if in the opinion of the Trustee;

a) the alteration, modification or addition is made to correct 8 manifest error of isofa
formal or 1echnical nature; .

b) the modification, slteravion or addirion is necessary to comply with the provisions of
any statute, whether or not required by any statutory sutharity, or

c) the alteration, modification or addition is desirable for the purpose of more
advantageously administering the rights and obligations established under this Deed,

and in any vase such modification, alteration or addition is consider::d by the Trustee not to be
materially prejudicial to the Creditors as whole, so far as known to the Trustee.

14,  ADDITIONAL SUBSIDIARY

14,1 The Bank may in its sole and absclute discretion by notice in writing to the Trustee agree ta assume A
- fiability (in addition to its existing lability under this Deed a5 gurantor) for the obligations of any other
subsidiary now or hereafter formed or acquired by the Bank or WEF (" Additional Subsidiary") and if the
Trustee agrees to act as trustee pursuant 1o that arangement (Which the Trustee may in it$ sol and
ubsolute discretion decide not to do) the Bank shall then promptly publicise such notice by an
advertisement in & néwspaper circulating generally throughout each State of territory of Australis.

142 Upon the date spesified in o notice under clause 14,1, the Guarantue and the provisions of this Deed
shall extend and apply mutatis mutandss to the Additional Subsidiary as if each refercnce in this Deed to
WEF were a reference to WEF or the Additional Subsidiary (as the case may be). A notice under clause
1a.1 shall be signed by and shall specify an address for service of the Additional Subsidiary.
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143  As soon s practicable after giving notice pursuant to clauge 14,1, the Bank shall procure the Additional
Subsidiary to enter into 8 Deed supplemental to this Deed evidencing the consent by the Additional
Subsidiary to the terms of this Deed, and the assumption, sloog with WFF, of responsibilisy for the
payment of the Trustee's fees pursuant 10 clause 10.7.

15, GOVERNINGLAW

15.1 ‘This Deed shall be governed by and copstrued in accordance with the laws for the time being in force in
New South Wales, Austratia, The Bank, the Trustee and WEF, each hiereby submit, for the purposes of
this Deed, to the non-exclusive jurisdiction of the Courts of New South Wales and any court hearing
appeals from them in respect of all legal actions arising under or in relation to this Deed.

15.2 The Bank hereby irrevocably appoints WEF (and WFF hereby accepts such sppointment) to be the agent
of the Bank to accept service of process on behalf of the Bank in respect of all matters in New South
Wales arising under or in relation to this Deed and the Bank agrees that any such process shall be
properly served upon the Bank if delivered to WEF at its address for the service of Notices set out in
clause 12.2. '

16.  ASSIGNMENT

16.1 No party to this Deed may assign its nghts oc obligations hereunder without the consent in writing of
cach other party.

17. CERT

171 'WFF shall advise the Trustee and th Bank in writing within fourteen (14) days of a request in writing
from the Trustee (made no more frequently than quarterly or following receipt by it of a Creditor's
Deimand) to do so, of its best estimare of tie aggregate principal amount of the cbligations for whch it is
indebted as at such date to either all of the Creditor's generally or to those Creditors specified by the

Trustes in its request.

18. LEGAL COSTS & EXPENSES

18.1 The Bank agrees to pay all legal costs and expenses of and incidentisl to the negotiation, preparation and
exscution of this Deed incurred by the Trustee. :

A

EXECU IEDES a Deed.
SIGNED, SEALED AND DELIVERED

for and on behalf of
COQPERATIEVE RAIEFEISEN-BOFRENLEENBANK B A,

by its duly appointed attorney

who states that he has no notice

of any revacation of the power of sttomey
under the authority of which he executes
this Deed in the presence of!

y A

Witndss ,,744;};[9 s ///6/7 . M‘Whp\\/ D ope ER
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COMMON SEAL of Permanent Trustee Company Lmlltl: g
wos affixed by the authority of the Directors _
in the presence of.

S

BiEctor Nocviio@sen OFF IR

Director/sesretary

Signed by WRIGHTSON FARMERS FINANCE LIMITED by:

P .
Davig O Jeap Klep | 4

Direcfor Director

11
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Amending Deed

between

Cooperatieve Centrale Raiffeisen-Boerenleenbank B.A.

(the "Bank")

and

Permanent Trustee Company Limited
(the "Trustee")

(ACN 000 000 993)
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BAKER & MYKENZIE
Solicitors
Level 26, AMP Cenire Level 39, Rialto
50 Bridge Street 525 Collins Street
SYDNEY NSW 2000 MELBOURNE VIC 3000
Tel: (02) 9225-0200 Tel: (03) 9617-4200
Fax: (02)9223-7711 ' - Fax: (03) 9614-2103



Amending Deed

This Deed is made onthe /& "~ day of February 1998,

Between

Cooperatieve Centrale Raiffeisen-Boerenleenbank B.A.  of
Croeselaan, 18 3521 CB Utrecht, The Netherlands (the "Bank").

?

and

Permanent Trustee Company Limited (ACN 000 000 993) of 23 O'Connell
Street, Sydney, New South Wales, Australia (the "Trustee").

Recitals

A The Bank, the Trustee and Wrightson Farmers Finance Limited ("WFF") are parties
to a Deed of Guarantee made on 18 February 1998 (the "Deed™).

B. The Bank and the Trustee now wish to amend some of the terms of the Deed in
accordance with the procedure set out in clause 13.1 of the Deed.

C. In the opinion of the Trustee, each of the alterations, modifications or additions to
the Deed which are made by this deed satisfy one or more the criteria in paragraphs
(a), (b) and (c) of clause 13.1 of the Deed, and in addition the Trustee considers that
the modifications, alterations and additions in this deed are not materially prejudicial
to the Creditors (as defined in Deed) as a whole, so far as known to the Trustee.

Operative provisions

1. Definitions

Terms used in this deed have the same ineanings given to them in the Deed unless the context
requires otherwise. Principles of interpretation and construction in the Deed apply in relation
to this deed, unless the context requires otherwise.

2. Effective Time

2.1 The alterations, modifications and additions in this deed take effect from the
Effective Time,

22 In accordance with clause 5.1(a) of the Deed, the Bank notifies the Trustee that the
Effective Time commenced on 18 February 1998.
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3. Amendments to Deed

The Deed is amended as follows:

(a) In the definition of "Obligation" in clause 1.1, a comma is inserted after "otherwise"
in the first line, and the comma after "unsecured" in the second line is deleted;

(b) In clause 1.4, "are" is inserted after "legislation" the first time it appears;

{cy . ! In clause 7.1{a), "[ " 1s replaced with "ten (10)";

(d) In clause 7.1(b), "New South Wales" is replaced with "New Zealand",

(e) In clause 10.2, "except to the extent of breach of trust" is replaced with "except in

respect of a breach of trust”, and "Trust" in the last line is replaced with "trust";
(f) In clause 10.6, "Trustee" in the seventh line is replaced with "trustee";

(2) In clause 11.3, "trustee" in the first line is replaced with "Trustee", and "shall" in the
fifth line is replaced with "may";

h In clause 11.7, "successor Trustee" is replaced with "Successor Trustee";
P

(i) In clause 17.1, "th" in the first line is replaced with "the", "obligations" in the third
line is replaced with "Obligations", and "Creditor's" in the fourth line is replaced with
"Creditors": and

() In clauses 6.2, 7.2, 11.4, 11.6 and 14.1, "each State or Territory of Australia" is
replaced with "New Zealand".

4. Counterparts

This deed may be executed in any number of counterparts which taken together constitute one
and the same instrument.

T

R e N N FE e T I VLTS F TR Y (7 ] ZEe i T i ATy

Bank's attorne

5. Representation of

The attorney who executes this deed on behalf of the Bank represents and warrants to the
Trustee that he considers this deed necessary and appropriate in connection with the
acquisition of shares in WEF by Rabobank International Holding B.V.

Executed as a deed

THR2 01N YDDOCS 3 LPROILDOCSNMG
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Signed sealed and delivered )
for and on behalf of
Cooperatieve Centrale Raiffeisen- )
Boerenleenbank B.A

p—

by a duly appointed attorney )

in the presence of: )

Signaﬁlre of witngss SignaturgBf attorney (I have no notice of
revocation of the power of attorney under
which I sign this document)

Froen Fecdals DAV e &

Nanie of witness (please print) Name of attorney (please print)

The Common Seal of ) P

Permanent Trustee Company ) < Mg

Limited PW?J

‘IENT'T:RUS <;:'1
cowmﬁim?

L

by the aothoi1ty o £ Hhe Drwecti s
was affixed {-g—l-lﬂ?-d-&e&mél{ : )
in the presence of’ ) “
el

£y

e

. e B,

Signature of dueeter Auimemsey OFF e

Q’“"'ER e

Signature of authorised-officer Dreaton

Dflcu L.\’D r)ﬂ\_)\rﬁ

Name of direeter (please print)

fusiitonisaty St oae

IO YDDOGCS MILPROIL DOCSNG

Name of authessed-efficer (please print)

D g e rong,

i
4
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THIS DEED is made on /4 Decewn ber 2000

PARTIES

(1) COOPERATIEVE CENTRALE RAIFFEISEN — BOERENLEENBANK B.A. a duly constituted
banking corporation in the Netherlands and acting through its New Zealand branch ("Rabobank

(Nz)")

(2) RABOBANK NEW ZEALAND LIMITED a duly incorporated company in New Zealand ("RNZL").

BACKGROUND

A. RNZL has a number of assets comprising outstanding loans owed to it by other parties.

B. Rabobank NZ has agreed to guarantee the loans cwed ta RNZL on the terms set out in this Deed.

TERMS OF THIS DEED

1. DEFINITIONS AND CONSTRUCTION

1.1 Definitions: In this Deed:-

"Loans” means each loan owing to or outstanding from RNZL as at the date of this Deed or at any
future date tegether with, in relation to each such lean, the following:

(=)
(b)
(c)
(d)
(e)

(f)
()

(h

(i)

all loan offer and acceptance documentation;

any loan agreement;

any mortgage, debenture or other security interest whatsoever;
any guarantee, indemnity or other undertaking from an Obligor;

all certificates of title, memoranda of lease or other documents of title relating to each
property the subject of any such security interest;

all deeds or memoranda of priority;

any valuations, reports and insurance policies relating to the property concerned orin
relation to any Obligor;

all legal opinions and certificates and all correspondence relating to the [oan, any Obligor or
any property in respect of the lean; and

the benefit of all rights and remedies accruing or arising howsoever in relation to any of the
foregoing.



1.2

2.1

2.2

"Obligor” means, in relation to a Loan, the borrower thereof and any guarantor or security provider
or other person providing any assurances in favour of RNZL in refation thereto.

Interpretation: In this Deed, unless the context requires otherwise:
Derivatives of any defined word or term shall have a corresponding meaning;
The headings to clauses shall be ignored in construing this Deed;

The word including and other similar words do not imply any limitation;

Any party to this Deed or any other agreement includes its successors and permitted assignees
and transferees; and

The plural includes the singular and vice versa.
GUARANTEE BY RABOBANK {NZ)

Rabobank {NZ) hereby guarantees to RNZL thé due and punctual payment by the Obligors of all of
their respective obligations under or in respect of the Loans as and when they fall due for payment
in accordance with their applicable terms and agrees to pay on demand by RNZL any moneys
payable pursuant to this guarantee. Rabobank (NZ) agrees that this guarantee shall be
unconditional and irrevocable and shall apply notwithstanding any defence which may be available
to a surety, all of which defences are hereby waived. However, the guarantee provided in this sub
clause does not extend to any Loan which immediately prior to the entering into of this Deed was
subject to a guarantee from Rabobank (NZ) to RNZL.

Rabobank (NZ)'s obligations under this Deed are by way of continuing security, are in addition to

any other security or guarantee held at any time by any person and may be enforced without RNZL
having first to take any steps against any other person.

GOVERNING LAW

This Deed shall be governed by and construed in accordance with the laws of New Zealand.

PARTIAL INVALIDITY

If at any time any provision of this Deed becomes illegal, invalid or unenforceable in any respect

under the law of any jurisdiction then that provision shall be severed from this Deed and neither the
legality, validity or enforceability of the remaining provisions of this Deed nor the legality, validity or
enforceability of such provisions under the law of any other jurisdiction shall in any way be affected

or impaired thereby.



5. MISCELLANEOQUS

5.1 Cumulative rights: The rights, powers, authorities, discretions and remedies arising out of or
under this Deed are cumulative and do not exclude any other right, power, authority, discretion or
remedy of any party.

5.2 Exercise of rights: No failure to exercise and no delay in exercising a right of RNZL under this
Deed will operate as a waiver of that right, nor will a single or partial exercise of a right preclude
another or further exercise of that right or the exercise of another right,

5.3 Further assurances: Each party shall do all things and execute all further documents necessary
to give full effect to this Deed.

54 Counterparts: This Deed may be signed in counterparts, each of which when taken together will
constitute one and the same instrument. Each party may enter into this Deed by signing any such
counterpart copy, including by facsimile.

55 Costs: RNZL shall pay all costs and expenses (including reasonable legal fees and goods and
services and similar taxes thereon and any stamp duty) incurred in connection with the negotiation,
preparation, review, execution or enforcement of this Deed

EXECUTED as a Deed.

SIGNED on behalf of
RABOBANK NEW ZEALAND LIMITED

by two of its directors in the presence of: Irst/or/ VV/

O&\ Second Director
Witness (157 Diredir) ant Dlr'?_c.tqr)
SecpeTARy @c’m\a 1\
Occupation —

WS O s SNy W\B Q“ L&)\m*

Address % A rﬁ




SIGNED on behalf of
COOPERATIEVE CENTRALE
RAIFFEISEN —- BOERENLEENBANK
B.A. by its attorney Comelis Franciscus

B%n the presence of:

o

C F Broekhuyse

thnZss g ) -—
; a_fj

Occupation

nsS Q\\ Shreat %6\"\&‘;\

Address

and by its attorney David Owen )

in the presenceof:
FZQA Fi::;i : - et

Witness D Owen

TECRETALY I&cﬁa—w\

Occupation D

s P s sdney

Address
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Crown Deed of Guarantee
(Registered Bank) |

Her Majesty the Queen in right of New Zealand
and

Rabobank New Zealand Limited



Date: SO Oecromsr 2008
PARTIES

Her Majesty the Queen in right of New Zealand acting by and through the Minister
of Finance (Crown)

Rabobank New Zealand Limited (Principal Debtor)

BACKGROUND

A Given turmoll in world financial markets and the need to maintain public
confidence in New Zealand’s financial system and in order to maintain the
confidence of general public depositors in New Zealand financial institutions such
as the Principal Debtor it appears to the Minister of Finance that it is necessary
and expedient in the public interest that the Crown guarantees certain obligations

of the Principal Debtor.

B This guarantee shall be in force for 2 years from the Announcement Date which
the Minister considers to be sufficient time for confidence to return to the
financial system.

THE PARTIES AGREE as follows:

1 INTERPRETATION

1.1  Definitions
In this Deed, unless the context requires otherwise:

Announcement Date means 12 October 2008.

Creditor means any Person to whom the Principal Debtor has an obligation to pay
money (whether present or future} under a Debt Security, excduding:

(a) a“Related Party” of the Principal Debtor, as that term is defined in section
157B of the Reserve Bank Aci_:, as if:

(i) the Principal Debtor was a “deposit taker”; and
(it} “related party” included a Person who is a subsidiary of, or who is
{or whose business or affairs are substantially) controlled by, any

Person of whom the Principal Debtor is a subsidiary or by whom the
Principal Debtor is {(or Its business or affairs are substantially)
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controlied - for which purpose “control” means real or effective
control, whether direct or indirect, and whether pursuant to a
contract, an arrangement, an understanding or otherwise;

{(b) a Financial Institution;

{c) where the Principal Debtor Is a Person incorporated or established
' overseas, subject to clause 2.5 Persons who are neither New Zealand
Citizens nor NZ Residents; and

(d) . subject to (g) below, any Person acting (directly or indirectly) as a
nominee of or trustee for a Person referred to in (a), (b) or (c) above,

but induding:
{e} any Specified Creditor deemed to be a Credltor under clause 2.5;
{f) any Nominated Beneficiary deemed to be a Creditor under clause 2.7; and

(g) ifa Person ("A”) wauld be a “Creditor” If directly owed Indebtedness by the
Principal Debtor, any Person ("B") who is bare trustee for A (to the extent
that B is acting in that capacity).

Crown Guarantee means the Crown guarantee in clause 2.2 of this Deed.

Debt Security has the meaning in section 2 of the Securities Act 1978, but as if
the phrase “deposited with, lent to or otherwise owing by any person” in that
definition read “deposited with or lent to any person”.

Default Event means:

(a) failure of the Principal Debtor to make a payment to a Creditor in the
amount and at the date lawfully due in accordance with the terms of any
Indebtedness, other than failure due solely to (i} a bona fide dispute or (ii)
administrative error or technical errors provided such amounts are
subsequently paid within 7 days of the due date;

(b) the Principal Debtor becornes insolvent or unable to pay its debts as they
became due;

(c) the Principal Debtor institutes or has instituted against it any form of
proceeding (other than any proceeding which is frivolous) seeking a
judgement of insolvency or bankruptcy or any similar relief in respect of
the Principal Pebtor, provided that, if any such proceeding is, within
14 days after it is instituted, withdrawn or challenged by appropriate



(d)

(e}

(F)

(9)

proceedings having a reasonable prospect of success, it shall be deemed
not to have occurred for the purposes of this Deed (unless and until such
challenge is unsuccessful); °

the Principal Debtor seeks or becomes subject to the appointment of a
voluntary administrator, liquidator, provisional liquidator, receiver, receiver
and manager, or similar person;

the Principal Debtor has a secured party take possessian of all or
substantially all its assets, or has a distress, execution or attachment or
other legal process instigated or enforced against all or substantially all of
its assets; :

the Principal Debtor makes a general assignment, arrangement or
compromise with, or for the benefit of, all or a material number of its
creditors (including a moratorium); or

any action by the Reserve Bank or the Securities Commission to place the
entity into statutory management under the Reserve Bank Act or
Corporations (Investigation and Management) Act 1989, or any equivalent
actton being taken in any other jurisdiction in which the Principal Debtor is
incorporatéd or carries an a material part of its business.

Execution Date means the date of this Deed.

Financial Institution means a “financial institution” as that term is defined in
section 2 of the Reserve Bank Act and, without limiting the generality of the
foregoing, includes:

(a)

(b)

(c)
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a “collective investment scheme” as that term is defined in section 1578 of
the Reserve Bank Act (as if that term also Induded any “superannuation
fund” or “superannuation scheme” as those terms are defined in section
YAL of the Income Tax Act 2004} or an issuer, trustee or manager of any
such scheme acting in that capacity;

an “insurer” as that term is defined in section 2 of the Insurance
Companies {Ratings and Inspections) Act 1994 or any other Person
carrying on the business of providing insurance cover (of whatever
nature);

a Person carrying on business as a sharebroker, an investment adviser or a
fund manager {to the extent that Person is acting in that capacity); or
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(d)

a Person who is a subsidiary of, or who is {or whose business or affairs are
substantially) controlled by; a financial institution within (a), (b) or (¢)
above - for which purpose “control” means real or effective control,
whether direct or indirect, and whether pursuant to a contract, an
arrangement, an understanding or otherwise.

Guarantee Period means the period commencing at 12:01am on the
Announcement Date and expiring at 12:01am on 12 October 2010,

Guaranteed Amount means:

(3a)

(b)

in respect of any date prior to the Execution Date, the maximum amount
for which the Crown would have been liable on that date under the Crown
Guarantee, in accordance with the terms of this Deed, if:

(i) this Deed had been in effect on that date;

(ii) all Indebtedness existing on that date was due and payable on that
date and was not paid by the Principal Debtor for reasons other than
administrative error or technical error; and

(iii)  all Nominated Beneficlaries were Nominated Beneficiaries on that
date, in accordance with their relevant Nominations;

and

in respect of any cther date, the maximum amount for which the Crown
would have been or would be (as the case may be) liable on that date
under the Crown Guarantee, in accordance with the terms of this Deed, if
all Indebtedness existing on that date was due and payable on that date
and was not paid by the Principal Debtor for reascons other than
administrative error or technical error.

Indebtedness means: .

(a)

(b)

where the Principal Debtor is.a Person incorporated or established in New
Zealand, any obligation of the Principal Debtor to pay money (whether
present or future) to a Creditor under Debt Securities issued or to be
issued by the Principal Debtor; and

where the Principal Debtor is a Person incorporated or established
overseas, any obllgation of the Principal Debtor to pay money (whether
present or future) to a Creditor under Debt Securities issued or to be
issued by the Principal Debtor from and in respect of its New Zealand
Branch,



but excluding (in each case) any obligations of the Principal Debtor which in
terms of priority of payment and otherwise on a winding up, dissolution or
liquidation of the Principal Debtor would rank behind the unsecured
unsubordinated obligations of the Principal Debtor.

New Zealand Branch means, where the Principal Debtar is a Person incorporated
or established overseas, the New Zealand business of that Person, including the
property, rights, assets and liabilities relating to the New Zealand business of that
Person as referred to in section 117(3) of the Reserve Bank Act.

New Zealand Citizen has the meaning given under the Citizenship Act 1977,

Nomination means a deed or agreement between the Crown and a Person (¢r a
written notice from the Crown to a Person or to the public) under which the
Crown designates that Person (whether specifically or by reference to a class of
Persons) as a "Nominated Beneficiary” for the purposes of this Deed (whether
that deed, agreement or notice identifies this Deed specifically or by reference to
a class).

Nominated Beneficiary means, at any time, a Person who has been designated as
a *“Nominated Beneficiary™ under, and at that time remains a “"Nominated
Beneficiary” in accordance with, a Normination.

Notice of Claim means a notice, deed or agreement duly executed by or on behalf
of a Creditor in a form to be determined by the Crown under which the Creditor
requires the Crown to make payment to that Creditor under this Deed.

NZ Resident means a person defined as resident in New Zealand pursuant to the
Income Tax Act 2007,

Party means the Crown or the Principal Debtor, and Parties means them
collectively.

Person includes an individual, a body corporate, any association of persons
(whether corporate or not), a trust (including the trustees of a trust acting in that
capacity), and a state and any agency of a state (in each case whether or not

having separate legal personality).

Registered Bank means a Person registered as a bank under the Reserve Bank
Act.

Reaserve Bank Act means the Reserve Bank of New Zealand Act 1985.
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Specified Creditors means, in relation to a Principal Debtor which is a Person
incorporated or established overseas, creditors of the New Zealand Branch of that
Principal Debtor who are neither New Zealand Citizens nor NZ Residents who
would be Creditors under this Deed if they were NZ Residents or New Zealand
Citizens.

1.2 Construction
In this Deed, unless the context requires otherwise;

(a) Headings: headings are for convenience only, and do not affect
interpretation;

(b) Sections, Clauses and Schedules: a reference to a Section or a clause or
Scheduleis a reference to a Section or clause in, or Schedule to, this
Deed;

(c) Singular and plural: the singulér includes the plural and the converse;

(d)  Particular party or person: a reference to a particular party or person
indudes that party’s or person’s executors, administrators, successors,
substitutes and assigns;

() Deed or document: a reference to a deed or a document is to the deed or
decument as amended, novated, supplemented or replaced from time to
time; and

(f) Legisiation: a reference to legislation or to a provision of legislation
includes any amendments and re-enactments of if, a legislative provision
substituted for it and a statutory regulation, rule, order or Instrument

‘made under or issued pursuant to it. ‘

2 GUARANTEE

2.1 Eligibility
It is a condition precedent to the Crown’s obligations under this Deed that, except
to any extent otherwise agreed by the Crown in writing (in its sole and unfettered
discretion), at the Execution Date no Default Event with respect to the Principal
Debtor has cccurred and is continuing unremedied.

1187005



2.2

2.3

2.4

1187005

Crown Guarantee ’
On and subject to the terms of this Deed the Crown:

(a)

(b)

absolutely and irrevocably guarantees to each Creditor from time to time
the due and punctual payment by the Principai Debtor of:

(i) all Indebtedness that becomes due and payable during the
Guarantee Period; and

{ii) if a Default Event of any of the types specified in paragraphs {b) to
(g) (inclusive) of the definition of “Default Event” in clause 1.1
occurs during the Guarantee Period, all Indebtedness that exists on
the date of that Default Event (whether or not that Indebtedness is
due and payable during the Guarantee Pericd) and all interest
accruing thereon in accgrdance with the terms of that Indebtedness;
and

undertakes to each Creditor from time to time that, if the Principal Debior
does not pay to any Creditor any Indebtedness or interest guaranteed
under clause 2.2(a) when due and payable, then the Crown will pay the
amount of that Indebtedness or interest to the Creditor when due and
payable (except to the extent that that Indebtedness or interest is not paid
solely as a result of administrative error or technical error and is

subsequently paid within 7 days of its due date).

Notice and Quantification
The Crown shall not be obliged to make a payment to a Creditor under clause 2.2
“unless and until the Crown:

(a)

(b)

receives a Notice of Claim from the Creditor in respect of the relevant
Indebtedness; and

has satisfied itself as to the amount of that Indebtedness and as to such
other matters as the Crown reasonably considers appropriate in order to
ascertain the extent of its liability under the Crown Guarantee in respect of

~ that Indebtedness,

Indebtedness Incurred after Default Event not Covered

Any Indebtedness which arises following a Default Event, other than interest
accruing on Indebtedness existing at the Default Event, shall, except te any
extent otherwise agreed by the Crown in writing (in its sole and unfettered
discretion), net be covered by the Crown Guarantee.



2.5

Indebtedness to Specified Creditors capped

The Crown shall have no llahility to any Specified Creditors except where the
Principal Debtor is a Person incorporated or established overseas, in which case
Specified Creditors shall be deemed to be Creditors except that the aggregate
amount for which the Crown is liable under the Crown Guarantee in respect of
Indebtedness to Specified Creditors shall be limited to an amount equal to the
Principal Debtor's aggregate Indebtedness to Specified Creditors as at the
Announcement Date, plus an amount equal to that aggregate multiplied by *X*,
where “X” means:

(a) in respect of any time prior to the first anniversary of the Announcement
Date, 0.1; and

(b) inrespect of any time after the first anniversary of the Announcement
Date, 0.2;

less the aggregate of all amounts paid by the Crown to Specified Creditors under

-the Crown Guarantee,

2.6

2.7

2.8

1187005

Amount payable to a Specified Creditor

The Crown will not be required to make any payment to a Specified Creditor in
respect of Indebtedness until, in addition to the requiremenis of clause 2.3, it has
received notice in writing from the Principal Debtor as to whether the amount
that the Crown should pay to the Specified Creditor is:

{a} the amount of that Indebtedness; or

(b) such lesser amount as the Principal Debtor considers appropriate, having
regard to the provisions of this Deed (and, in particular, clause 2.5);

and the Crown’s liabillty to that Specified Creditor in respect of that Indebtedness
shall be limited to the amount specified in that notice (or any lesser amount
determined in accordance with clause 2.8).

Nominated Beneficiaries

Nominated Beneficiaries shall be deemed to be Creditors for the purposes of this
Deed, provided that the Crown’s liability to a Nominated Beneficiary shall be
limited to the amount (if any) specified in or determined in accordance with the
relevant Nomination.

Liability cap

The maximum liability of the Crown to each Creditor under the Crown Guarantee
is one million New Zealand dollars ($1,000,000), or such other amount as may,
in respect of a Nominated Beneficiary, be specified in or determined in
accardance with the relevant Nomination. !
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Table 3 — Reconciliation of Total Crown OBEGAL to core Crown residual cash

Amounts in $ millions

Taxes...
... combined with other revenue ...

... fund core crown expenses ...

... and with the results of entities
outside the budget process ...

... results in a net operating balance
(surplus or deficit)...

...part of which is due to gains or
losses set aside for fiscal purposes...

... and so we have developed an
operating indicator excluding these
items.

Some of this is income retained that is
not available for fiscal purposes

and some is income and expenses not
impacting cash

The operating cash flow that results,
needs to provide sufficient funds for

- building up assets in NZ
Superannuation

- meeting the capital expenditure
budget, and

- making advances (e.g. to students
and DHBs)

with a residual impact on debt that
allows it to remain at prudent levels

Fiscal Indicators/Financial
Statements

Taxation as a percentage of GDP?
Taxation

Core Crown other revenue, gains
and losses

Core Crown expenses

Net surpluses/(deficits) of SOEs
and Crown entities

Operating balance

Other (gains)/losses

OBEGAL

Net return on NZS Fund (excl. gains
and losses)

Net retained surpluses of SOEs and
Crown entities

Non-cash items and working
capital movements

Core Crown Cash flow from
Operations

Contribution to NZS Fund
Purchase of physical assets
Advances and Capital injections

Residual Cash

... and as a percentage of GDP

Year to date Full Year
May May June
2009 2009 Variance Variance 2009
Actual Forecast Sm % Forecast
29.8% 29.8% 30.0%
49,099 49,204 (105) (0.2) 53,523
1,535 1,420 115 8.1 2,096
(55,368) (55,855) 487 (0.9) (62,363)
(2,427) (3,100) 673 (21.7) (2,559)
(7,161) (8,331) 1,170 (14.0) (9,303)
5,952 6,690 (738) (11.0) 6,387
(1,209) (1,641) 432 (26.3) (2,916)
(274) (229) (45) 19.7 (379)
(43) (93) 50 (53.8) (1,088)
725 1,389 (664) (47.8) 3,242
(801) (574) (227) 39.5 (1,141)
(2,069) (2,071) 2 (0.1) (2,242)
(1,367) (1,341) (26) 1.9 (1,503)
(2,898) (4,194) 1,296 (30.9) (3,572)
(7,135) (8,180) 1,045 (12.8) (8,458)
-4.0% -4.5% -4.7%

1

2009 (Source: Statistics New Zealand) extrapolated for eleven months.

GDP for the eleven months ended 31 May (actual and forecast) is the actual data for the year ended 31 March
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Figure 3 — Application of core Crown cash flows (Sbillions)

This diagram shows how the OBEGAL translates into cash available to the core Crown and how this cash was spent.

NZSF working Core
retained capital Crown

OBEGAL surpluses movements cash
@2 |- o3 |J*| 07 |)=|(0.8)

|

Crown
cash
distributed

2.1

1.3

2.9

(7.1)

Contribution to
NZS Fund

Purchase of

physical assets (eg
schools)

Advances and
capital injections
(eg student loans,
DHBs)

Residual cash
(represents funding
required)
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YEAR-ON-YEAR PERSPECTIVE

Table 4 — Comparison with previous year

May May
2009 2008
Actual Actual Change1 Change
$m $m sm %
Statement of Financial Performance
Core Crown revenue
Taxation revenue 49,647 52,264 (2,617) (5.0)
Other revenue 4,470 4,693 (223) (4.8)
Total Core Crown Revenue 54,117 56,957 (2,840) (5.0)
Core Crown expenses
Social security and welfare 17,356 16,138 1,218 7.5
GSF pension expenses 620 653 (33) (5.1)
Health 11,216 10,320 896 8.7
Education 9,744 8,938 806 9.0
Core government services 3,038 2,728 310 114
Law and order 2,755 2,616 139 5.3
Defence 1,594 1,383 211 15.3
Transport and communications 2,265 1,939 326 16.8
Economic and industrial services 2,763 2,558 205 8.0
Primary services 463 403 60 14.9
Heritage, culture and recreation 943 999 (56) (5.6)
Housing and community development 253 224 29 12.9
Other 112 53 59 111.3
Finance costs 2,246 2,201 45 2.0
Total Core Crown Expenses 55,368 51,153 4,215 8.2
Net surplus of SOE/CE's 42 1,465 (1,423) (97.1)
OBEGAL (1,209) 7,269 (8,478) (116.6)
Total gains/(losses) (6,226) (2,047) (4,179) (204.2)
Other operating items 274 141 133 94.3
Operating Balance (7,161) 5,363 (12,524) (233.5)
Core Crown residual cash (7,135) 1,864 (8,999) (482.8)
Debt indicators
Gross debt’ 41,042 32,195 8,847 27.5
Net debt’ 15,687 11,711 3,976 34.0

1 Due to the seasonal nature of some expenditure it is not appropriate to annualise these changes.
2 Gross sovereign-issued debt excluding settlement cash and Reserve Bank bills.

3 Net core Crown debt excluding NZS Fund, student loans and other advances.
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Revenue and Expenses

Total taxation revenue for the eleven months ended 31 May 2009 has decreased by $2.6 billion (5.0%) on the same
period last year. The decrease was primarily in corporate and other individuals’ tax and was partly offset by increases
in GST. The decline in both corporate and other individuals’ tax is due to the 2008 tax cuts, declining profits and
falling provisional tax assessments. Falling provisional tax mainly relates to 2008/09 tax year activity. Growth in GST
relates to unusual seasonal patterns recorded for GST in early 2008.

Total core Crown expenses have increased by $4.2 billion (8.2%) on the same period last year. The significant
movements within core Crown functional expenses were as follows:

Functional expense Movement Main drivers of the change
from Previous
year
Social security and welfare +$1.2 billion e Indexation of welfare benefits
Health +$0.9 billion e Funding provided in the 2008 Budget to maintain and

improve existing service levels
Education +$0.8 billion e Higher demand-driven expenses from roll growth

e Funding provided in the 2008 Budget

Transport and communications  + $0.3 billion e Mainly due to the write-off of goodwill on the acquisition
of KiwiRail from Toll Holding Limited

Core government services +$0.3 billion e Mainly due to policy initiatives from the 2008 Budget

Other +$0.7 billion e Mainly due to policy initiatives from the 2008 Budget

Total + $4.2 billion

Total Gains and losses were in a net loss position of $6.2 billion for the period ended 31 May 2009, compared to $2.0
billion for the same period last year. The $4.2 billion difference is due to:

e lower than expected investment returns experienced in the 2008/09 financial year primarily resulting from the
downturn in financial markets

e anincrease in the ACC unfunded liability since May 2008 due to increases in expected claim costs driven primarily
by economic assumptions (e.g., discount and inflation rates), and

e anincrease in the GSF net pension liability since May 2008 due to a decrease in the discount rate and lower than
expected investment performance.

The core Crown residual cash deficit increased by $9.0 billion compared to the same period last year. This is primarily
due to:

e adecrease of $2.9 billion in tax receipts largely due to corporate tax, other individuals’ tax and GST. The fall in
corporate and other individuals’ tax receipts was due to the 2008 tax cuts, one less due date during the period,
declining profits and a decline in provisional tax

e the purchase of KiwiRail Holdings Limited, and
e theincrease in core Crown expenses (as noted above).

Gross debt has increased as a result of the issuance of debt to meet higher cash deficits, the issuance of Reserve Bank
bills and valuation movements.

Net debt has increased as a result of the issuance of debt to meet higher cash deficits, but not to the same extent as
Gross debt. Some debt instruments issued (such as Reserve Bank bills) were issued for liquidity management
purposes and have corresponding assets that partly offset the debt instruments’ impact on net debt.
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STATEMENT OF ACCOUNTING POLICIES

1 Reporting Entity

These financial statements are the consolidated financial statements for the Government reporting entity as specified
in Part Ill of the Public Finance Act 1989. This comprises:

e  Ministers of the Crown Departments

e Reserve Bank of New Zealand State-Owned Enterprises (SOEs)

Air New Zealand Limited

e Government Superannuation Fund

e  Crown Entities New Zealand Superannuation Fund

A schedule of the entities that are included in the Government reporting entity was set out on pages 139 and 140 of
the 2009 Budget Economic and Fiscal Update released on 28 May 2009.

With the exception of the prior year comparative figures, all actual, forecast and comparative figures presented in
these financial statements are unaudited.
2 General Accounting Policies

These financial statements comply with generally accepted accounting practice and with New Zealand equivalents to
International Financial Reporting Standards (NZ IFRS) as applicable for public benefit entities. The measurement base
applied is historical cost adjusted for revaluations of property, plant and equipment (where appropriate), commercial
forests; and marketable securities, deposits and equity investments held for trading purposes. The accrual basis of
accounting has been used unless otherwise stated.

These financial statements have been prepared on a going concern basis. All other policies have been applied
consistently throughout the period.

3 Specific Accounting Policies

The specific accounting policies of the Crown are detailed on the Treasury’s internet site:

http://www.treasury.govt.nz/publications/guidance/finmgmt-reporting/accounting/

4 Forecasts and Assumptions

The forecasts in these financial statements have been derived from the forecasts released in the 2009 Budget
Economic and Fiscal Update (BEFU), on 28 May 2009.

The assumptions underlying the preparation of forecasts are set out in the Statement of Accounting Policies and
Forecast Assumptions reproduced in full on the Treasury’s internet site:

http://www.treasury.govt.nz/budget/forecasts/befu2009
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STATEMENT OF ACCOUNTING POLICIES (CONTINUED)

5 Comparative Figures
When presentation or classification of items in the financial statements is amended or accounting policies are

changed voluntarily, comparative figures have been restated to ensure consistency with the current period unless it is
impracticable to do so.

6 Variance Percentages

Percentage variances between the actual and prior year balances exceeding 500% are not shown.
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STATEMENT OF FINANCIAL PERFORMANCE

Year 11 Months
to30Jun to 31 May
2008 2008
Actual Actual
Sm Sm
Revenue
56,372 51,890 Taxation revenue
3,879 3,550 Other sovereign revenue
Total Revenue Levied through the
60,251 55,440 Crown's Sovereign Power
15,399 13,180 Sales of goods and services
3,214 2,986 Interest revenue and dividends
2,615 2,498 Other revenue
Total revenue earned through
21,228 18,664 the Crown's operations
81,479 74,104 Total revenue (excluding gains)
Expenses
Social assistance and official
18,374 16,662 development assistance
16,478 15,027 Personnel expenses
3,670 3,294 Depreciation and amortisation
30,656 26,166 Other operating expenses
3,101 2,808 Interest expenses
3,563 2,878 Insurance expenses
- - Forecast new operating spending
- - Top-down expense adjustment
75,842 66,835 Total expenses (excluding losses)
5,637 7,269 Operating balance before gains/(losses)
Net gains/(losses) on financial
(617) 109 instruments
Net gains/(losses) on non-financial
(2,925) (2,156) instruments
(3,542) (2,047) Total gains/(losses)
Net surplus/(deficit) from associates
334 141 and joint ventures
Operating balance from continuing
2,429 5,363 activities
22 - Gain/(loss) from discontinued operations
Operating balance
2,451 5,363 (including minority interest)
Attributable to minority interest in
(67) - Air New Zealand
2,384 5,363 Operating Balance

Current Year Actual vs Forecast

Annual

Note Actual Forecast Variance Forecast

Sm Sm sm % Sm
1 49,099 49,204 (105) (0.2) 53,523
1 3,750 3,752 (2) (0.1) 4,114
52,849 52,956 (107) (0.2) 57,637
13,616 13,684 (68) (0.5) 15,248
2 3,131 3,123 8 0.3 2,999
2,872 2,913 (41) (1.4) 3,075
19,619 19,720 (101) (0.5) 21,322
72,468 72,676 (208) (0.3) 78,959
3 18,183 18,362 179 1.0 20,182
4 16,532 16,486 (46) (0.3) 18,031
5 3,835 3,924 89 2.3 4,283
5 28,025 28,766 741 2.6 32,605
6 3,316 3,318 2 0.1 3,358
7 3,786 3,639 (147) (4.0) 3,916
5 - - - - -

5 - (178) (178) (100.0) (500)
73,677 74,317 640 0.9 81,875

(1,209) (1,641) 432 26.3 (2,916)

8 (2,666) (3,356) 690 20.6 (3,266)

9 (3,560) (3,638) 78 2.1 (3,450)

(6,226) (6,994) 768 11.0 (6,716)
270 303 (33) (10.9) 333

(7,165) (8,332) 1,167 14.0 (9,299)

4 1 3 3000 (4)

(7,161) (8,331) 1,170 14.0 (9,303)

10 (7,161) (8,331) 1,170 14.0 (9,303)

The accompanying Notes and Accounting Policies are an integral part of these Statements.
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ANALYSIS OF EXPENSES BY FUNCTIONAL CLASSIFICATION

Year 11 Months
to30Jun to 31 May
2008 2008
Actual Actual
Sm Sm
Total Crown expenses
21,509 19,049 Social security and welfare
690 653 GSF pension expenses
10,809 9,723 Health
10,397 9,647 Education
3,274 2,680 Core government services
3,082 2,835 Law and order
1,525 1,351 Defence
7,424 6,345 Transport and communications
9,038 7,508 Economic and industrial services
1,459 1,216 Primary services
2,337 2,125 Heritage, culture and recreation
938 837 Housing and community development
259 58 Other
3,101 2,808 Finance costs
- - Forecast new operating spending
- - Top-down expense adjustment
75,842 66,835 Total Crown expenses excluding losses

Current Year Actual vs Forecast

Below is an analysis of core Crown expenses by functional classification. Core Crown expenses include expenses
incurred by the Crown, Departments and the Reserve Bank, but not Crown entities and SOEs.

Year 11 Months
to30Jun to 31 May
2008 2008
Actual Actual
Sm Sm
Core Crown
Core Crown expenses
17,877 16,138 Social security and welfare
690 653 GSF pension expenses
11,297 10,320 Health
9,551 8,938 Education
3,371 2,728 Core government services
2,894 2,616 Law and order
1,562 1,383 Defence
2,244 1,939 Transport and communications
2,889 2,558 Economic and industrial services
541 403 Primary services
1,107 999 Heritage, culture and recreation
260 224 Housing and community development
254 53 Other
2,460 2,201 Finance costs
- - Forecast new operating spending
- - Top-down expense adjustment
56,997 51,153 Total core Crown expenses excluding losses

Annual
Actual Forecast Variance Forecast
Sm Sm Sm % Sm
21,248 21,130 (118) (0.6) 23,409
620 616 (4) (0.6) 680
10,872 10,817 (55) (0.5) 11,947
10,603 10,640 37 0.3 11,844
2,953 3,135 182 5.8 3,813
2,928 3,001 73 2.4 3,358
1,554 1,554 - - 1,687
8,102 8,198 96 1.2 9,349
6,936 7,494 558 7.4 8,055
1,280 1,319 39 3.0 1,437
2,210 2,180 (30) (1.4) 2,414
947 973 26 2.7 904
108 120 12 10.0 120
3,316 3,318 2 0.1 3,358
- (178) (178) (100.0) (500)
73,677 74,317 640 0.9 81,875
Current Year Actual vs Forecast
Annual
Actual Forecast Variance Forecast
Sm Sm Sm % Sm
17,356 17,526 170 1.0 19,475
620 616 (4) (0.6) 680
11,216 11,260 44 0.4 12,395
9,744 9,777 33 0.3 10,964
3,037 3,108 71 2.3 3,853
2,755 2,812 57 2.0 3,116
1,594 1,596 2 0.1 1,735
2,265 2,344 79 34 2,954
2,763 2,878 115 4.0 3,145
463 467 4 0.9 545
943 952 9 0.9 1,062
253 290 37 12.8 312
112 115 3 2.6 120
2,246 2,290 44 1.9 2,507
- (178) (178) (100.0) (500)
55,367 55,853 486 0.9 62,363

The accompanying Notes and Accounting Policies are an integral part of these Statements.
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STATEMENT OF CASH FLOWS

Year 11 Months

to30Jun to 31 May Current Year Actual vs Forecast
2008 2008 Annual
Actual Actual Actual Forecast Variance Forecast
Sm $m Sm $m sm % $m
Cash Flows From Operations
Cash was provided from
55,168 50,917 Taxation receipts 47,607 48,032 (425) (0.9) 52,266
3,460 3,268 Other sovereign receipts 3,440 3,533 (93) (2.6) 3,733
14,635 12,548 Sales of goods and services 14,950 14,961 (11) (0.1) 16,458
3,111 2,751 Interest and dividends 2,854 2,858 (4) (0.1) 2,731
2,211 2,339 Other operating receipts 2,506 2,473 33 1.3 2,707
78,585 71,823 Total cash provided from operations 71,357 71,857 (500) (0.7) 77,895
Cash was disbursed to
Social assistance and official development
18,026 16,606 assistance 17,991 17,987 (4) - 19,863
45,972 42,171 Personnel and operating payments 46,896 47,254 358 0.8 52,281
2,820 2,746 Interest payments 2,917 2,977 60 2.0 2,907
- - Forecast new operating spending - - - - -
- - Top-down expense adjustment - (178) (178) (100.0) (400)
66,818 61,523 Total cash disbursed to operations 67,804 68,040 236 0.3 74,651
11,767 10,300 Net cash flows from operations 3,553 3,817 (264) (6.9) 3,244
Cash Flows From Investing Activities
Cash was provided from/(disbursed to)
(4,922) (4,379) Net purchase of physical assets (4,895) (5,529) 634 11.5 (6,106)
(6,080) (7,463) Net purchase of shares and other securities (2,405) (6,032) 3,627 60.1 (7,678)
(320) (228) Net purchase of intangible assets (288) (350) 62 17.7 (391)
(2,646) (307) Net (issue)/repayment of advances (1,204) (1,118) 14 1.3 (1,013)
(363) (277) Net acquisition of investments in associates (350) (328) (22) (6.7) (313)
- - Capital contingency provision - - - - -
- - Top-down capital adjustment - 150 (150) (100.0) 275
(14,331) (12,654) Net cash flows from investing activities (9,042) (13,207) 4,165 31.5 (15,226)
Net cash flows from
(2,564) (2,354) operating and investing activities (5,489) (9,390) 3,901 41.5 (11,982)
Cash Flows From Financing Activities
Cash was provided from/(disbursed to)
86 172 Issues of circulating currency 519 509 10 2.0 509
1,674 1,404 Net issue/(repayment) of Government stock’ 1,606 1,632 (26) (1.6) 2,451
Net issue/(repayment) of foreign currency
1,099 1,192 borrowing (2,122) (4,764) 2,642 55.5 (5,636)
Net issue/(repayment) of other New Zealand
(697) 351 dollar borrowing 7,847 13,893  (6,046) (43.5) 16,076
2,162 3,119 Net cash flows from financing activities 7,850 11,270 (3,420) (30.3) 13,400
(402) 765 Net movement in cash 2,361 1,880 481 25.6 1,418
4,162 4,163 Opening Cash Balance 3,804 3,804 - - 3,804
Foreign-exchange gains/(losses) on
44 (6)  opening cash (211) 162 (373) (230.2) 131
3,804 4,922 Closing Cash Balance 5,954 5,846 108 1.8 5,353
1 Net issues of Government stock include movements within government stock holdings of entities such as

NZS Fund, ACC and EQC. The Reconciliation of Core Crown Operating Cash Flows to Residual Core Crown
Cash (note 18) outlines proceeds and repayments of domestic bonds.

The accompanying Notes and Accounting Policies are an integral part of these Statements.
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STATEMENT OF CASH FLOWS (CONTINUED)

Year 11 Months

to30Jun to 31 May Current Year Actual vs Forecast
2008 2008 Annual
Actual Actual Actual Forecast Variance Forecast
Sm Sm Sm Sm Sm % Sm

Reconciliation Between the Net Cash Flows
from Operations and the Operating Balance

11,767 10,300 Net Cash Flows from Operations 3,553 3,817 (264) (6.9) 3,244
Items included in the operating balance
but not in net cash flows from operations.

Gains/(losses)

(617) 109 Gains/(losses) on other financial instruments (2,666) (3,356) 690 20.6 (3,266)
Gains/(losses) on other non-financial

(2,925) (2,156)  instruments (3,560) (3,638) 78 2.1 (3,450)

(3,542) (2,047) Total gains/(losses) (6,226) (6,994) 768 11.0 (6,716)

Other Non-cash Items in Operating Balance

(3,670) (3,294) Depreciation and amortisation (3,835) (3,924) 89 2.3 (4,283)
(559) (569) Write-down on initial recognition of loans (586) (599) 13 2.2 (718)
Impairment on financial assets

213 203 (excluding receivables) 19 18 1 5.6 15
Decrease/(increase) in defined benefit

2 (7)  retirement plan liabilities (12) (60) 49 81.7 (39)

(1,358) (995) Decrease/(increase) in insurance liabilities (1,998) (1,729) (269) (15.6) (1,557)

334 141 Other 270 302 (32) (10.6) 333

(5,038) (4,521) Total other non-cash Items (6,141) (5,992) (149) (2.5) (6,249)

Movements in Working Capital

2,100 1,872 Increase/(decrease) in receivables 243 (125) 368 294.4 (371)
(179) 174 Increase/(decrease) in accrued interest (122) (75) (47) (62.7) (182)
138 85 Increase/(decrease) in inventories 194 163 31 19.0 134
77 55 Increase/(decrease) in prepayments 67 68 (1) (1.5) (8)
(326) (178) Decrease/(increase) in deferred revenue 12 (14) 26 185.7 74
(2,613) (377) Decrease/(increase) in payables 1,259 821 438 53.3 771
(803) 1,631 Total movements in working capital 1,653 838 815 97.3 418
2,384 5,363 Operating Balance (7,161) (8,331) 1,170 14.0 (9,303)

The accompanying Notes and Accounting Policies are an integral part of these Statements.
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STATEMENT OF COMPREHENSIVE

Year 11 Months
to30Jun to 31 May

2008
Actual
Sm

2008

Actual

Sm

6,214

22

(60)

17

11

1 Revaluation of physical assets

Effective portion of changes in value of cash
(91)  flow hedges

Net change in fair value of cash flow hedges
7 transferred to operating balance

Net change in fair value of cash flow hedges
(39) transferred to the hedged item

Foreign currency translation differences
1 for foreign operations

Valuation gains/(losses) on investments
10 available for sale taken to reserves

- Other movements

6,213

2,451

(111) Comprehensive income for the year

Operating Balance (including minority

5,363 interest)

8,664

5,252 Total comprehensive income

83
8,581

Attributable to:
- - minority interest in Air New Zealand
5,252 -the Crown

8,664

5,252 Total comprehensive income

INCOME

Current Year Actual vs Forecast

Annual
Actual Forecast Variance Forecast
Sm Sm sm % Sm
262 275 (13) (4.7) (707)

257 609 (352) (57.8) 4
(4) (8) 4 50.0 (1)

64 63 1 1.6 65

23 82 (59) (72.0) 76

31 59 (28) (47.5) 49

- - - - 1
633 1,080 (447) (41.4) (513)
(7,161) (8,331) 1,170 14.0 (9,303)
(6,528) (7,251) 723 10.0 (9,816)
(6,528) (7,251) 723 10.0 (9,816)
(6,528) (7,251) 723 10.0 (9,816)
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STATEMENT OF FINANCIAL POSITION

101,782 Total net worth attributable to the

As at As at
30June 31 May
2008 2008
Actual Actual
Sm Sm
3,804 4,922
14,158 13,931
41,189 39,761
12,964 13,702
12,948 13,577
964 912
1,663 1,352
103,329 97,089
8,065 7,295
1,751 1,713
200,835 194,254
3,530 3,619
10,895 9,071
1,292 1,144
46,110 46,742
20,484 19,625
8,257 8,075
4,753 3,900
95,321 92,176
105,514 102,078
46,700 49,602
58,566 52,426
(134) (246)
105,132
382 296
105,514 102,078

Assets
Cash and cash equivalents
Receivables

Marketable securities, deposits and

derivatives in gain
Share investments
Advances
Inventory
Other assets
Property, plant & equipment
Equity accounted investments®
Intangible assets and goodwill2
Forecast for new capital spending
Top-down capital adjustment

Total assets

Liabilities

Issued currency

Payables

Deferred revenue
Borrowings

Insurance liabilities
Retirement plan liabilities
Provisions

Total liabilities

Total assets less total liabilities

Net Worth
Taxpayer funds
Revaluation reserve
Other reserves

Net worth attributable to minority

in Air New Zealand

Total net worth

Current Year Actual vs Forecast

Annual
Note Actual Forecast Variance Forecast
Sm sm sm % $m
11 5,954 5,846 108 1.8 5,353
11 14,401 14,033 368 2.6 13,787
11 47,455 54,751 (7,296) (13.3) 54,676
11 11,362 10,502 860 8.2 10,664
11 16,142 16,081 61 0.4 15,042
1,159 1,127 32 2.8 1,099
1,265 1,586 (321) (20.2) 1,547
12 105,856 106,271 (415) (0.4) 106,498
8,679 8,644 35 0.4 8,805
2,078 2,152 (74) (3.4) 1,928
- (150) 150 100.0 (275)
214,351 220,843 (6,492) (2.9) 219,124
4,049 4,042 (7) (0.2) 4,039
14 8,565 9,490 925 9.7 9,949
1,280 1,305 25 1.9 1,218
61,950 68,644 6,694 9.8 69,156
15 24,490 24,343 (147) (0.6) 24,136
10,646 10,695 49 0.5 10,557
16 4,386 4,061 (325) (8.0) 4,371
115,366 122,580 7,214 5.9 123,426
98,985 98,263 722 0.7 95,698
17 39,599 38,516 1,083 2.8 37,534
17 58,768 58,696 72 0.1 57,723
17 236 669 (433) (64.7) 59
98,603 97,881 722 0.7 95,316
382 382 - - 382
98,985 98,263 722 0.7 95,698

1Tertiary education institutions constitute most equity accounted investments.

2 Intangible assets as at 31 May 2009 includes the Kyoto net asset, previously a net liability (refer Note 16).

The accompanying Notes and Accounting Policies are an integral part of these Statements.
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STATEMENT OF BORROWINGS

As at As at

30June 31 May Current Year Actual vs Forecast
2008 2008 Annual
Actual Actual Actual Forecast Variance Forecast
Sm Sm Sm Sm Sm % Sm
18,516 18,261 Government stock® 20,926 21,134 208 1.0 21,237
1,484 1,383 Treasury bills 5,938 6,248 310 5.0 7,140
423 419 Government retail stock 495 584 89 15.2 581
7,750 7,987 Settlement deposits with Reserve Bank 7,839 9,432 1,593 16.9 9,432
1,591 1,483 Derivatives in loss” 2,182 4,118 1,936 47.0 4,127

955 954 Finance lease liabilities 1,034 1,108 74 6.7 1,444
15,391 16,255 Other borrowings 23,536 26,020 2,484 9.5 25,195
46,110 46,742 Total borrowings 61,950 68,644 6,694 9.8 69,156
33,192 33,457 Sovereign-guaranteed debt 44,297 50,605 6,308 12.5 51,654
12,918 13,285 Non sovereign-guaranteed debt 17,653 18,039 386 2.1 17,502
46,110 46,742 Total borrowings 61,950 68,644 6,694 9.8 69,156

Net Debt:
37,336 37,574 Core Crown borrowings 49,337 56,839 7,502 13.2 57,329
Add back NZS Fund holdings of sovereign-

409 570  issued debt and NZS Fund borrowings 395  (1,626) (2,021) (124.3) (528)
37,745 38,144 Gross sovereign-issued debt 49,732 55,213 5,481 9.9 56,801
40,421 40,069 Less core Crown financial assets 45,858 52,632 (6,774)  (12.9) 52,987
(2,676)  (1,925) Net core Crown debt (incl NZS Fund)® 3,874 2,581 (1,293) (50.1) 3,814

Add back NZS Fund holdings of core Crown
12,934 13,380 financial assets and NZS Fund fin assets 11,813 12,559 (746) (5.9) 11,668
10,258 11,455 Net core Crown debt (excl NZS Fund)* 15,687 15,140 (547)  (3.6) 15,482
Gross Debt:
37,745 38,144 Gross sovereign-issued debt 49,732 55,213 5,481 9.9 56,801
(7,955) (8,122) Less Reserve Bank settlement cash and (10,290) (14,184) (3,895) (27.5) (14,184)

Reserve Bank bills
Add back changes to DMO borrowing due
1,600 1,600 to settlement cash 1,600 1,600 - - 1,600

Gross sovereign-issued debt excluding
31,390 31,622 Reserve Bank settlement cash and Reserve 41,042 42,629 1,586 3.7 44,217

bank bills®

Notes on Borrowings

Total Borrowings represents the Government's debt obligations to external parties. Total borrowings can be split into sovereign-guaranteed
debt and non-sovereign-guaranteed debt. Non sovereign-guaranteed debt represents the debt obligations of SOEs and Crown entities that

are not explicitly guaranteed by the Crown.

1. Government stock includes $395 million of infrastructure bonds.

2. Derivatives are included in either borrowings (as a liability) or marketable securities, deposits and equity investments (as an asset) depending
on their value at balance date. This treatment leads to fluctuations in individual items within the Statement of Borrowings, primarily due to
exchange rate movements.

3. Net Core Crown Debt represents GSID less financial assets. This can provide information about the sustainability of the Government's
accounts, and is used by some international agencies when determining the credit-worthiness of a country. However, as some financial assets
are held for public policy rather than treasury management purposes, they are excluded from the net debt indicator (eg advances and receivables).
4. NZS Fund is excluded from net core Crown debt as these assets are set aside to meet part of the future cost of New Zealand superannuation.
5. Gross Sovereign-Issued Debt (GSID) represents debt issued by the sovereign (the core Crown) and includes Government stock held by the
NZS Fund, ACC and EQC. GSID excludes debt instruments issued by the Reserve Bank for liquidity management purposes (specifically
settlement cash and bank bills). In addition, the Reserve Bank has used $1.6b of settlement cash to purchase reserves that were to

have been funded by DMO borrowing. Therefore, the impact of settlement cash on GSID is adjusted by this amount.

The composition of these debt indicators has been re-specified in the latest Budget as part of the reformulation of the Government's fiscal
strategy. The two main changes were:

i) Reserve Bank bills are now deducted from GSID as, like settlement cash, these bills are a vehicle for managing liquidity in financial markets.
i) The definition of net debt now excludes advances.

The accompanying Notes and Accounting Policies are an integral part of these Statements.
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STATEMENT OF COMMITMENTS

As at As at As at
31 May 30June 31 May
2009 2008 2008
Sm Sm Sm

Capital Commitments

Specialist military equipment 895 873 832
Land and buildings 1,160 1,121 746
Other property, plant and equipment 4,048 4,303 2,586
Other capital commitments 329 304 113
Tertiary Education Institutions 209 209 90
Total capital commitments 6,641 6,810 4,367
Operating Commitments

Non-cancellable accommodation leases 1,236 2,460 2,257
Other non-cancellable leases 1,931 2,390 2,319
Non-cancellable contracts for the supply of goods and services 2,080 2,157 1,730
Other operating commitments 6,162 7,995 8,995
Tertiary Education Institutions 315 315 303
Total operating commitments 11,724 15,317 15,604
Total commitments 18,365 22,127 19,971
Total Commitments by Segment

Core Crown 9,690 19,627 12,636
Crown entities 10,011 15,830 9,897
State-owned Enterprises 4,579 4,724 3,538
Inter-segment eliminations (5,915) (18,054) (6,100)
Total commitments 18,365 22,127 19,971

STATEMENT OF CONTINGENT LIABILITIES AND ASSETS

As at As at As at
31 May 30June 31 May
2009 2008 2008

Sm Sm Sm
Quantifiable Contingent Liabilities
Guarantees and indemnities 87 286 168
Uncalled capital 2,682 2,205 2,093
Legal proceedings and disputes 373 383 359
Other contingent liabilities 2,317 1,995 1,896
Total quantifiable contingent liabilities 5,459 4,869 4,516
Total Quantifiable Contingent Liabilities by Segment
Core Crown 5,385 4,685 4,373
Crown entities 7 86 52
State-owned Enterprises 67 98 91
Inter-segment eliminations = - -
Total quantifiable contingent liabilities 5,459 4,869 4,516
Quantifiable Contingent Assets
Core Crown 315 389 85
Crown entities - - 5
Total quantifiable contingent assets 315 389 90

The above table does not include the guarantee schemes in relation to financial institution deposits. Refer to Note 20
for information on these schemes.
The accompanying Notes and Accounting Policies are an integral part of these Statements.
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NOTES TO THE FINANCIAL STATEMENTS

Year 11 Months
to30Jun to31 May
2008 2008
Actual Actual
Sm Sm
23,345 21,068
5,071 4,693
(1,470) (1,218)
522 460
27,468 25,003
8,787 8,426
(242) (215)
1,506 1,421
71 80
10,122 9,712
2,699 2,425
69 67

3 2
2,771 2,494
40,361 37,209
20,631 18,788
(9,516) (8,596)
11,115 10,192
819 717
159 151
1,857 1,759
851 786
573 539
260 219
226 207
46 42

105 69
4,896 4,489
16,011 14,681
56,372 51,890
2,718 2,517
279 257
86 79
796 697
3,879 3,550
60,251 55,440

Current Year Actual vs Forecast

NOTE 1: Revenue Collected Through the Crown's Sovereign Power

Taxation Revenue (accrual)

Individuals

PAYE

Other persons
Refunds

Fringe benefit tax

Total individuals

Corporate Tax

Gross companies tax

Refunds

Non-resident withholding tax

Foreign-source dividend w/holding payments

Total corporate tax

Other Income Tax

Resident w/holding tax on interest income
Resident w/holding tax on dividend income
Estate and gift duties

Total other income tax

Total income tax

Goods and Services Tax
Gross goods and services tax
Refunds

Total goods and services tax

Other Taxation

Petroleum fuels excise

Tobacco excise

Customs duty

Road user charges

Alcohol excise

Gaming duties

Motor vehicle fees

Energy resources levies

Approved issuer levy and cheque duty

Total other indirect taxation
Total indirect taxation

Total taxation revenue

Other Sovereign Revenue (accrual)
ACC levies

Fire Service levies

EQC levies

Other miscellaneous items

Total other sovereign revenue

Total sovereign revenue

Annual

Actual Forecast Variance Forecast

Sm sm Sm % $m
21,113 20,994 119 0.6 22,967
4,066 4,081 (15) (0.4) 4,639

(1,309) (2,299) (10) (0.8) (2,731)
469 461 8 1.7 499
24,339 24,237 102 0.4 26,374
6,143 6,303 (160) (2.5) 7,014

(403) (429) 26 6.1 (535)
1,397 1,375 22 1.6 1,409
10 5 5 100.0 5
7,147 7,254 (107) (1.5) 7,893
2,435 2,515 (80) (3.2) 2,763
87 63 24 38.1 61
1 1 - - 2
2,523 2,579 (56) (2.2) 2,826
34,009 34,070 (61) (0.2) 37,093
18,895 19,887 (992) (5.0) 22,248

(8,351) (9,275) 924 10.0 (10,655)
10,544 10,612 (68) (0.6) 11,593
697 699 (2) (0.3) 811
159 165 (6) (3.6) 170
1,830 1,735 95 55 1,828
804 846 (42) (5.0) 883
588 592 (4) (0.7) 630
195 199 (4) (2.0) 215
163 170 (7) (4.1) 171
35 33 2 6.1 37
75 83 (8) (9.6) 92
4,546 4,522 24 0.5 4,837
15,090 15,134 (44) (0.3) 16,430
49,099 49,204 (105) (0.2) 53,523
2,600 2,618 (18) (0.7) 2,885
274 275 (1) (0.4) 303
80 80 - - 87
796 779 17 2.2 839
3,750 3,752 (2) (0.1) 4,114
52,849 52,956 (107) (0.2) 57,637
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NOTES TO THE FINANCIAL STATEMENTS

Year 11 Months
to30Jun to 31 May
2008 2008
Actual Actual
Sm Sm
22,830 20,894
5,469 5,168
(2,171) (1,923)
489 495
26,617 24,634
9,075 8,503
(1,026) (864)
1,638 1,597
72 72
9,759 9,308
2,616 2,400
40 42
2 2
2,658 2,444
39,034 36,386
20,085 18,141
(8,859) (8,101)
11,226 10,040
809 738
160 147
1,946 1,759
851 786
554 511
238 217
223 217
42 38
85 78
4,908 4,491
16,134 14,531
55,168 50,917
2,561 2,416
281 257
86 79
532 516
3,460 3,268
58,628 54,185

Current Year Actual vs Forecast

NOTE 1 (continued): Receipts Collected Through the Crown's Sovereign Power

Income Tax Receipts (cash)

Individuals

PAYE

Other persons
Refunds

Fringe benefit tax

Total individuals

Corporate Tax

Gross companies tax

Refunds

Non-resident withholding tax

Foreign-source dividend w/holding payments

Total corporate tax

Other Income Tax

Resident w/holding tax on interest income
Resident w/holding tax on dividend income
Estate and gift duties

Total other income tax

Total income tax

Goods and Services Tax
Gross goods and services tax
Refunds

Total goods and services tax

Other Taxation

Petroleum fuels excise

Tobacco excise

Customs duty

Road user charges

Alcohol excise

Gaming duties

Motor vehicle fees

Energy resources levies

Approved issuer levy and cheque duty

Total other indirect taxation
Total indirect taxation

Total tax receipts collected

Other Sovereign Receipts (cash)
ACC levies

Fire Service levies

EQC levies

Other miscellaneous items

Total other sovereign receipts

Total sovereign receipts

Annual

Actual Forecast Variance Forecast

$m sm sm % $m
20,902 20,869 33 0.2 22,767
4,745 4,836 (91) (1.9) 5,050

(2,197) (2,190) (7) (0.3) (2,465)
454 493 (39) (7.9) 500
23,904 24,008 (104) (0.4) 25,852
7,045 7,467 (422) (5.7) 7,965

(1,661) (1,567) (94) (6.0) (1,741)
1,403 1,344 59 4.4 1,378
(2) 4 (6) (150.0) 5
6,785 7,248 (463) (6.4) 7,607
2,443 2,553 (110) (4.3) 2,746
72 73 (1) (1.4) 86
1 1 - - 2
2,516 2,627 (111) (4.2) 2,834
33,205 33,883 (678) (2.0) 36,293
18,187 18,403 (216) (1.2) 20,566

(8,221) (8,652) 431 5.0 (9,455)
9,966 9,751 215 2.2 11,111
720 718 2 0.3 811
163 165 (2) (1.2) 170
1,704 1,647 57 3.5 1,828
800 785 15 1.9 883
543 573 (30) (5.2) 630
207 208 (1) (0.5) 224
173 175 (2) (1.1) 171
33 32 1 3.1 43
93 95 (2) (2.1) 102
4,436 4,398 38 0.9 4,862
14,402 14,149 253 1.8 15,973
47,607 48,032 (425) (0.9) 52,266
2,584 2,672 (88) (3.3) 2,795
274 275 (1) (0.4) 304
80 79 1 1.3 86
502 507 (5) (1.0) 548
3,440 3,533 (93) (2.6) 3,733
51,047 51,565 (518) (1.0) 55,999
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NOTES TO THE FINANCIAL STATEMENTS

Year 11 Months
to30Jun to 31 May
2008 2008
Actual Actual
Sm Sm
2,803 2,683
411 303
3,214 2,986
2,344 2,265
1,233 1,044
704 682
(1,067) (1,005)
3,214 2,986
7,348 6,722
1,478 1,354
458 422
1,216 1,109
1,897 1,705
891 817
582 534
386 345
278 255
1,102 969
2,376 2,109
18,012 16,341
362 321
18,374 16,662
5,584 5,126
8,741 7,926
2,164 1,983
(11) (8)
16,478 15,027
3,670 3,294
30,656 26,166
34,326 29,460
30,432 27,035
15,754 12,957
10,945 9,486
(22,805) (20,018)
34,326 29,460

NOTE 2: Interest Revenue and Dividends
By type

Interest revenue

Dividends

Total interest revenue and dividends

By source

Core Crown

Crown entities
State-owned Enterprises
Inter-segment eliminations

Total interest revenue and dividends

Current Year Actual vs Forecast

NOTE 3: Social Assistance and Official Development Assistance

New Zealand superannuation
Domestic purposes benefit
Unemployment benefit
Invalids benefit

Family tax credit
Accommodation supplement
Sickness benefit

Student allowances

Disability allowances
KiwiSaver

Other social assistance benefits

Total social assistance

Official development assistance
Total social assistance and official
development assistance

NOTE 4: Personnel Expenses
Core Crown

Crown entities

State-owned Enterprises
Inter-segment eliminations

Total personnel expenses

NOTE 5: Operating Expenses

By type

Depreciation and amortisation®
Other operating expenses
Forecast new operating spending
Top-down expense adjustment

Total operating expenses

By source

Core Crown

Crown entities
State-owned Enterprises
Inter-segment eliminations

Total operating expenses

! Refer Note 19 regarding cost of KiwiRail Holdings Limited.

Annual
Actual Forecast Variance Forecast
Sm sm sm % $m
2,784 2,789 (5) (0.2) 2,621
347 334 13 3.9 378
3,131 3,123 8 0.3 2,999
1,752 1,741 11 0.6 1,897
1,107 1,259 (152) (12.1) 1,329
1,109 1,067 42 3.9 739
(837) (944) 107 11.3 (966)
3,131 3,123 8 0.3 2,999
7,077 7,089 12 0.2 7,746
1,398 1,401 3 0.2 1,528
521 547 26 4.8 588
1,154 1,155 1 0.1 1,258
1,830 1,876 46 2.5 2,123
901 905 4 0.4 988
559 559 - - 610
391 388 (3) (0.8) 429
357 357 - - 390
1,372 1,445 73 5.1 1,420
2,191 2,195 4 0.2 2,628
17,751 17,917 166 0.9 19,708
432 445 13 2.9 474
18,183 18,362 179 1.0 20,182
5,587 5,583 (4) (0.1) 6,102
8,740 8,699 (41) (0.5) 9,513
2,214 2,212 (2) (0.1) 2,419
(9) (8) 1 12.5 (3)
16,532 16,486 (46) (0.3) 18,031
3,835 3,924 89 2.3 4,283
28,025 28,766 741 2.6 32,605
- (178) (178) (100.0) (500)
31,860 32,512 652 2.0 36,388
29,148 29,386 238 0.8 33,289
15,233 15,088 (145) (1.0) 16,469
9,373 9,726 353 3.6 10,696
(21,894) (21,688) 206 0.9 (24,066)
31,860 32,512 652 2.0 36,388
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NOTES TO THE FINANCIAL STATEMENTS

Year 11 Months

to30Jun to 31 May Current Year Actual vs Forecast
2008 2008 Annual
Actual Actual Actual Forecast Variance Forecast
Sm Sm Sm Sm Sm % Sm
NOTE 6: Interest Expenses
By type
3,015 2,793 Interest on financial liabilities 3,190 3,202 12 0.4 3,221
86 15 Interest unwind on provisions 126 116 (10) (8.6) 137
3,101 2,808 Total interest expenses 3,316 3,318 2 0.1 3,358
By source
2,460 2,201 Core Crown 2,246 2,290 44 1.9 2,507
248 207 Crown entities 183 231 48 20.8 248
870 814 State-owned Enterprises 1,347 1,342 (5) (0.4) 1,185
(477) (414) Inter-segment eliminations (460) (545) (85) (15.6) (582)
3,101 2,808 Total interest expenses 3,316 3,318 2 0.1 3,358

NOTE 7: Insurance Expenses

By entity
3,423 2,778 ACC 3,681 3,544 (137) (3.9) 3,818
130 87 EQC 83 78 (5) (6.4) 81
10 13 Other insurance expenses 22 17 (5) (29.4) 17
3,563 2,878 Total insurance expenses 3,786 3,639 (147) (4.0) 3,916

NOTE 8: Gains and Losses on Financial

Instruments
By source
353 694 Core Crown (1,837)  (1,914) 77 4.0 (1,788)
(743) (388) Crown entities (527) (1,036) 509 49.1 (1,037)
(37) (129) State-owned Enterprises (89) (153) 64 41.8 (179)
(190) (68) Inter-segment eliminations (213) (253) 40 15.8 (262)
(617) 109 Net gains/(losses) on financial instruments (2,666) (3,356) 690 20.6 (3,266)

NOTE 9: Gains and Losses on Non-Financial

Instruments
By type
(1,098) (906) Actuarial gains/(losses) on GSF liability (2,378)  (2,378) - - (2,262)
(1,709) (1,213) Actuarial gains/(losses) on ACC liability (2,008) (2,130) 122 5.7 (2,095)
(118) (37) Other 826 870 (44) (5.1) 907
Net gains/(losses) on non-financial
(2,925) (2,156) instruments (3,560) (3,638) 78 2.1 (3,450)
By source
(1,369) (1,054) Core Crown (1,685)  (1,640) (45) (2.7) (1,529)
(1,725) (1,219) Crown entities (2,013)  (2,141) 128 6.0 (2,082)
170 117 State-owned Enterprises 138 143 (5) (3.5) 162
(1) - Inter-segment eliminations - - - - (1)
Net gains/(losses) on non-financial
(2,925) (2,156) instruments (3,560)  (3,638) 78 2.1 (3,450)

NOTE 10: Operating Balance

By source
3,891 5,453 Core Crown (4,734)  (5,231) 497 9.5 (6,744)
(1,526) (91) Crown entities (2,361) (2,618) 257 9.8 (2,368)
723 642 State-owned Enterprises 819 655 164 25.0 665
(704) (641) Inter-segment eliminations (885) (1,137) 252 22.2 (856)
2,384 5,363 Total operating balance (7,161)  (8,331) 1,170 14.0 (9,303)
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NOTES TO THE FINANCIAL STATEMENTS

As at As at Current Year Actual vs Forecast
30June 31 May Annual
2008 2008 Actual Forecast Variance Forecast
$m $m Sm Sm Sm % $m
NOTE 11: Financial Assets
3,804 4,922 Cash and cash equivalents 5,954 5,846 108 1.8 5,353
7,398 7,213 Tax receivables 7,470 7,364 106 1.4 7,248
6,760 6,718 Trade and other receivables 6,931 6,669 262 3.9 6,539
6,741 6,517 Student loans 7,300 7,327 (27)  (0.4) 7,131
5,581 5,435 Kiwibank mortgages 8,188 7,905 283 3.6 7,219
2,787 1,927 Long-term deposits 4,285 3,147 1,138 36.2 2,789
188 183 Reserve position at the IMF 325 899 (574)  (63.8) 899
626 1,625 Other loans 654 849 (195) (23.0) 692
12,964 13,702 Share investments 11,362 10,502 860 8.2 10,664
1,563 1,966 Derivatives in gain 4,835 3,147 1,688 53.6 2,934
36,651 35,685 Other marketable securities 38,010 47,558  (9,548) (20.1) 48,054
85,063 85,893 Total financial assets 95,314 101,213 (5,899) (5.8) 99,522
Financial assets by entity
20,536 20,706 NZDMO 22,264 20,916 1,348 6.4 20,999
18,159 18,221 Reserve Bank of New Zealand 22,983 29,505 (6,522) (22.1) 29,413
13,791 14,145 NZ Superannuation Fund 13,070 12,617 453 3.6 11,996
16,738 17,557 Other core Crown 19,208 19,052 156 0.8 17,653
(9,595) (10,430) Intra-segment eliminations (10,815) (8,675) (2,140) (24.7) (6,797)
59,629 60,199 Total core Crown segment 66,710 73,415 (6,705)  (9.1) 73,264
12,958 13,292 ACC portfolio 14,096 13,524 572 4.2 13,503
5,615 5,684 EQC portfolio 5,685 5,795 (110) (1.9) 5,820
6,835 6,759 Other Crown entities 6,778 6,324 454 7 6,424
(1,517)  (1,483) Intra-segment eliminations (1,306) (604) (702) (116.2) (1,420)
23,891 24,252 Total Crown entities segment 25,253 25,039 214 0.9 24,327
11,727 11,699 Total State-owned enterprises segment 14,998 15,495 (497) (3.2) 13,991
(10,184) (10,257) Inter-segment eliminations (11,647) (12,736) 1,089 8.6 (12,060)
85,063 85,893 Total financial assets 95,314 101,213 (5,899) (5.8) 99,522
NOTE 12: Property, Plant and Equipment
By Class of asset
Net Carrying Value
17,609 16,596 Land (valuation) 17,525 17,592 (67) (0.4) 17,394
22,257 21,159 Buildings (valuation) 22,816 22,742 74 0.3 22,429
1,887 1,852 Electricity distribution network (cost) 2,013 2,296 (283) (12.3) 2,255
11,202 10,784 Electricity generation assets (valuation) 11,715 11,661 54 0.5 11,800
2,071 2,052 Aircraft (excl military) (valuation) 1,906 1,989 (83) (4.2) 2,133
20,947 20,024 State highways (valuation) 21,757 21,769 (12) (0.1) 21,787
11,621 10,567 Rail network (valuation) 12,500 12,582 (82) (0.7) 11,993
3,345 3,135 Specialist military equipment (valuation) 3,313 3,325 (12) (0.4) 3,340
4,412 3,894 Other plant and equipment (cost) 4,338 4,357 (19) (0.4) 5,397
7978 7026 Speufl(.ed cultural and heritage assets 7973 7958 15 0.2 7970
(valuation)
103,329 97,089 Total net carrying value 105,856 106,271 (415) (0.4) 106,498
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NOTES TO THE FINANCIAL STATEMENTS

Year 11 Months
to30Jun to31 May

2008 2008
Sm Sm
385 340
237 385
34 36
(995) (347)
(881) (428)
12,973 12,973
2,104 1,939
(881) (428)
16 1
14,212 14,485
13,791 14,145
421 340
14,212 14,485
61,819 56,957
385 340
237 385
61,671 57,002
5,637 7,269
385 340
97 82
237 385
5,586 7,396

NOTE 13: NZ Superannuation Fund

Revenue
Less current tax expense

Less other expenses”
Add gains/(losses)

Operating balance

Opening net worth

Gross contribution from the Crown
Operating balance

Other movements in reserves

Closing net worth

comprising:
Financial assets
Net other assets

Closing net worth

Core Crown revenue (excl NZS Fund)

Core Crown revenue

Less NZS Fund revenue

Add back NZS Fund intra-segment revenue

Core Crown revenue (excl NZS Fund)

OBEGAL excluding NZS Fund
Total Crown OBEGAL

Less NZS Fund revenue

Less NZS Fund external expenses
Add back NZS Fund tax

OBEGAL excluding NZS Fund

! NZS Fund other expenses include deferred tax expense/(credits)

Current Year Actual vs Forecast

Annual

Actual Forecast Variance Forecast
Sm Sm Sm % Sm
352 360 (8) (2.2) 399

3 39 36 92.3 (83)

(371) (1,000) (629) (62.9) (840)
(3,537) (4,660) 1,123 24.1 (4,582)

(2,817) (3,339) 522 15.6 (3,260)
14,212 14,212 - - 14,212
2,070 2,071 (1) - 2,242

(2,817) (3,339) 522 15.6 (3,260)
1 79 (78) (98.7) 81
13,466 13,023 443 3.4 13,275
13,070 12,617 453 3.6 11,996
396 406 (10) (2.5) 1,279
13,466 13,023 443 3.4 13,275
54,117 54,120 (3) - 58,874
352 360 (8) (2.2) 399

3 39 (36) (92.3) (83)
53,768 53,799 (31) (0.1) 58,392

(1,209) (1,641) 432 26.3 (2,916)
352 360 (8) (2.2) 399
75 92 (17) (18.5) 103

3 39 (36) (92.3) (83)

(1,483) (1,870) 387 20.7 (3,295)
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As at As at
30 June 31 May
2008 2008
Sm Sm
6,444 4,893
4,451 4,178
10,895 9,071
20,374 19,550
97 63
13 12
20,484 19,625
562 481
907 780
2,220 1,812
1,064 827
4,753 3,900

NOTE 14: Payables

Accounts payable
Taxes repayable

Total payables

NOTE 15: Insurance liabilities

ACC liability
EQC liability
Other insurance liabilities

Total insurance liabilities

NOTE 16: Provisions

Provision for Kyoto1

Provision for National Provident Fund guarantee
Provision for employee entitlements
Other provisions

Total provisions

STATEMENTS

Current Year Actual vs Forecast

Annual

Actual Forecast Variance Forecast

$m Sm Sm % $m
4,670 5,039 369 7.3 5,498
3,896 4,451 555 12.5 4,451
8,566 9,490 924 9.7 9,949
24,313 24,157 (156) (0.6) 23,958
85 91 6 6.6 91
92 95 3 3.2 87
24,490 24,343 (147) (0.6) 24,136
1,002 964 (38) (3.9) 978
2,331 2,304 (27) (1.2) 2,358
1,053 793 (260) (32.8) 1,035
4,386 4,061 (325) (8.0) 4,371

! The Crown's net position under the Kyoto protocol is a 9.6 million unit surplus ($215 million net asset as at 31 May).
The net asset is included in the intangible asset line within these financial statements. A full copy of the Net Position
report 2009 can be found on the Ministry for the Environment's website: www.mfe.govt.nz

44,222 44,222
2,384 5,363
94 17
46,700 49,602
52,442 52,442
6,214 1
(90) (17)
58,566 52,426
(133) (133)
(1) (113)
(134) (246)

NOTE 17: Changes in Net Worth

Opening taxpayers funds
Operating balance excluding minority interest
Transfers from/(to) other reserves

Closing taxpayers funds

Opening revaluation reserve
Net revaluations
Transfers from/(to) other reserves

Closing revaluation reserve

Opening other reserves
Net movements

Closing other reserves

46,700 46,700 - - 46,700
(7,161) (8,331) 1,170 14.0 (9,303)
60 147 (87) (59.2) 137
39,599 38,516 1,083 2.8 37,534
58,566 58,566 - - 58,566
262 275 (13) (4.7) (707)
(60) (145) 85 58.6 (136)
58,768 58,696 72 0.1 57,723
(134) (134) - - (134)
370 803 (433) (53.9) 193
236 669 (433) (64.7) 59
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NOTES TO THE FINANCIAL STATEMENTS

Year 11 Months Current Year Actual vs Forecast
to 30 Jun to 31 May Annual
2008 2008 Actual Forecast Variance Forecast
Sm Sm Sm Sm Sm % Sm

NOTE 18: Reconciliation of core Crown operating
cash flows to residual core Crown cash

Core Crown Cash Flows from Operations

55,975 51,489 Total tax receipts 48,002 48,230 (228) (0.5) 52,488
486 453 Total other sovereign receipts 458 463 (5) (1.1) 503
2,128 1,965 Interest, profits and dividends 1,352 1,318 34 2.6 1,417
1,411 1,307 Sale of goods & services and other receipts 2,129 2,177 (48) (2.2) 2,203
(18,171) (16,733) Subsidies and transfer payments (18,195) (18,215) 20 0.1 (22,087)
(32,183) (29,659) Personnel and operating costs (32,577) (32,646) 69 0.2 (33,781)
(2,354) (2,207) Finance costs (1,970) (2,079) 109 5.2 (2,284)
- - Forecast for future new operating spending - - - - -
- - Top-down expense adjustment - 178 (178) (100.0) 400
7,292 6,615 Net cash flows from core Crown operations (801) (574) (227) (39.5) (1,141)
(1,433) (1,256) Net purchase of physical assets (1,367) (1,491) 124 8.3 (1,778)
(1,254) (1,030) Net increase in advances (953) (1,586) 633 39.9 (1,640)
(444) (525) Net purchase of investments (1,945) (2,608) 663 25.4 (1,932)
(2,104) (1, 940) Contribution to NZ Superannuation Fund (2,069) (2,071) 2 0.1 (2,242)
- Forecast for future new capital spending - - - - -
- - Top-down capital adjustment - 150 (150) (100.0) 275
2,057 1,864 Residual cash (7,135) (8,180) 1,045 12.8 (8,458)
Financed by:
Other net sale/(purchase) of marketable
(3,595) (3,984)  securities and deposits (1,372) (4,857) 3,485 71.8 (4,335)
(1,538) (2,120) Total operating and investing activities (8,507) (13,037) 4,530 34.7 (12,793)
Used in:
Net (repayment)/issue of other New Zealand
(1,585) (1,016)  dollar borrowing 9,585 16,288 (6,703) (41.2) 16,266
Net (repayment)/issue of foreign currency
901 1,000  borrowing (2,457) (5,051) 2,594 51.4  (6,069)
86 172 lIssues of circulating currency 519 509 10 2.0 509
249 33 Decrease/(increase) in cash (1,232) (1,131) (101) (8.9) (1,143)
(349) 189 6,415 10,615 (4,200) (39.6) 9,563
Net cash inflow/(outflow) to be offset by
(1,887) (1,931) domestic bonds (2,092) (2,422) 330 13.6 (3,230)
Gross Cash Proceeds from Domestic Bonds
1,757 1,561 Domestic bonds (market) 4,843 5,065 (222) (4.4) 5,852
130 130 Domestic bonds (non-market) 514 572 (58) (10.1) 593
1,887 1,691 Total gross cash proceeds from domestic bonds 5,357 5,637 (280) (5.0) 6,445
- 200 Repayment of domestic bonds (market) (2,750) (2,700) (50) (1.9)  (2,700)
- 40 Repayment of domestic bonds (non-market) (515) (515) - - (515)
- 240 Total repayment of domestic bonds (3,265) (3,215) (50) (1.6) (3,215)

Net (repayments of)/cash proceeds from
1,887 1,931  domestic bonds 2,092 2,422 (330) (13.6) 3,230
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Note 19: Acquisition of Toll (NZ) Limited

On 1 July 2008, negotiations were completed and an agreement was signed for the purchase of 100% of the shares in
Toll (New Zealand) Limited. Prior to the acquisition, assets and operations not integral to the rail operation were
separated out of Toll (New Zealand) Limited. On acquisition by the Government, the company was renamed KiwiRail
Holdings Limited.

Ownership of the rail business is intended to place the Government in a better position to integrate rail planning and
funding with its wider transport policy, and to ensure capital investment for improving the rolling stock.

The cost of acquisition of the company was $690 million, settled in cash on 1 July. An audited assessment as at

May 2009 of the fair value of the assets acquired and liabilities assumed through this purchase was $369 million. No
goodwill has been recognised and the difference between the assessment of the fair value of the assets acquired and
liabilities assumed and the cost of acquisition has been charged to the statement of financial performance.

In the eleven months ended 31 May 2009, revenue earned by KiwiRail Holdings Limited of $599 million and an
operating surplus of $3 million has been included in the financial statements of the Government.

Note 20: Crown Retail Deposit Guarantee Scheme and Wholesale Funding Guarantee Facility

The Government provides two guarantee schemes in relation to financial institution deposits; the retail deposit
scheme and the wholesale funding guarantee facility.

As at 31 May 2009, guarantees have been triggered for two entities, Mascot Finance and Strata Finance, and the
estimated net cost associated with these guarantees has been included in the Statement of Financial Performance.
The likelihood that any further guarantees will be called is not considered probable at this time. Therefore no
additional provision has been made in these financial statements. Information on the Government’s exposure as a
result of these schemes and management of this exposure is detailed below.

Retail Deposit Scheme

On 12 October 2008 the Minister of Finance announced an opt-in retail deposit guarantee scheme. The objective of
the two year opt-in retail deposit scheme is to ensure ongoing retail depositor confidence in New Zealand’s financial
system given the international financial market turbulence. Under the retail deposit guarantee scheme, fees are
payable to the government by participating institutions if they hold significant deposits (i.e., greater than S5 billion) or
if they experience significant growth in deposits (i.e., greater than 10% per annum). Approved deposit takers to date
are listed on the Treasury web-site.

The Government is managing its exposure to this risk both through the prudential regulation processes for registered
banks, and by requiring other deposit takers who sign the guarantee to agree to certain controls on their business
including:

e some restrictions on distributions to shareholders
e some assurance that the business dealings of the deposit taker are on arms-length terms
e the ability for the Crown to appoint an inspector

e the ability for the Crown to withdraw the guarantee if the business is being deliberately operated in a way to
undermine the intention of the guarantee, and

e personal undertakings from directors to ensure the non-bank deposit takers comply with the guarantee.
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As at 31 May 2009, 89 financial institutions had joined the scheme and deposits totalling $126.3 billion had been
guaranteed. This is the maximum exposure and does not include any offset resulting from the recovery of the
remaining assets of the financial institution in the event the guarantee is called upon. The Crown assesses the
potential loss associated with the guaranteed entities as being in the range of $650 - $700 million under a liquidation
scenario for all guaranteed non-bank deposit taking entities. This liquidation scenario assumes that all such
guaranteed entities default, but that default does not expose the Crown to a potential loss in all instances. The
forecasts assume that the retail deposit guarantee scheme will finish in October 2010. Risks associated either with
extending the scheme, or second round effects of finishing at that time that are not quantifiable at the present time.

Wholesale Funding Guarantee Facility

On 1 November 2008 the Minister of Finance announced an opt-in wholesale funding guarantee facility. The
objective of the opt-in wholesale funding guarantee facility is to facilitate access to international financial markets by
New Zealand financial institutions, in a global environment where international investors remain highly risk averse
and where many other governments have offered guarantees on their banks’ wholesale debt. Under the wholesale
funding guarantee facility, the Government receives a fee from each participating institution based on the
institution’s credit rating and the term and amount of guaranteed debt issued.

Deposit-taking financial institutions seeking to utilise the wholesale funding guarantee facility will be expected to have
applied for a guarantee under the Crown retail deposit guarantee scheme. In addition to the risk management under
the retail scheme, the Government further manages its risk exposure by:

e limiting the availability of the scheme to financial institutions that have an investment grade credit rating (BBB- or
better), and have substantial New Zealand borrowing and lending operations (but not to institutions that are
simply financing a parent or related company)

e limiting the amount of debt covered by the guarantee to debt up to 125 percent of the total stock of eligible
types of debt in issue prior to the intensification of the crisis

e establishing additional capital buffers by requiring an additional two percent Tier 1 capital buffer above the four
percent regulatory minimum, and

e requiring the debt issuer to hedge and manage any foreign exchange risk.

As at 31 May 2009, $2.0 billion wholesale securities had been guaranteed. Subsequent to balance date, additional
wholesale securities totalling $305 million have been guaranteed.
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