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Income Statement
For the year ended 30 September 2016

0/9/16 3079715
L B Nete fooo  sooD
Interest incame 2,10 217,447 272,914
interest expense ' 771,257 272,557
Net Interest income 190 357
Other cperating income 3,10 5,485 8,812
Tatal operating income 9,67 9,169
Operating enpenses A 570 3,107
Operating profit befare Ihcome tax 6,105 6,062
Income tax expense 5 Lma 1,697
Net profit atrributable to thareholder of BNZ Internyional Funding Limitad T 4,396 4,365
The accounting policies and other notes form part of, ond should be reod in conjunction with, these finoncial statements.
Statement of Comprehensive income
For the year ended 30 September 2016
30/9/16 0/9/15
o 5000 5000
Net profic attributable to shareholder of BNZ international Funding Limited 4,396 4,265
Ocher comprehensive income, net of taxation .
Teta! comprehensive iIncome attributabte to shareholder of BNI internationat Funding Limtted 4,396 4,365

The accounting palicies and other rates form part of, end should be read in confunction with, these financial statements.
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Statement of Changes in Equity

For the year ended 30 September 2016
/916
Ordinary Ratalnad
Capitat Profits Total
$000 $000 $o60
Balance at beginning of year 100 5159 5,299
Comprehenshe incorne
Net profit attributable to shareholder of BNZ irternationaf Funding Limited - 4,398 4,396
Total other comprehensive income - - -
Total comprehensive income - 4996 4,996
Balanoe ot end of year 100 9,595 9,645
30/9/15
Balance m baginning of year io0 5,834 8,934
Comprehensive income
Net profit attributable to shareholder of BN2 tnternational Funding Limited - 4,365 4,365
Total other comprehensive income o S -
Total comprehensive income . 4,365 4,365
Ordinary dividend e 8,000 8,000
Balance at end of year 100 5159 5,299

The accounting policies and other notes form part of, and thoudd be read in confunction with, these financial statements,
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Baiance Sheet

As at 20 September 2016

Note an/9/16 30/9/55
i . o $000 S000
Anspis
Call balances due from other financlal institutions 51 57
Gali balances due from releted entity 0 5,361 5,537
Other amounts due from relsted entity ) _ 10 16,310,831 15,418 570
Total apsets 16, 32X 643 15,424,164
Linblilties
Shor term debt securities & 3672973 338,252
Bands and notes T 1268219 12,058,733
Amounts due 1o retated entities 10 462 458
Current tax Habilities 110 1112
Orher liahiﬁligg_ _ . 8 324 o
Total liabllities 16,314,148 15.418,865
Met assets 9,695 5295
sharsholders’ equity
Contributed equity - ocdinary shareholder 11 100 100
Ratained profits 9,595 5,199
Totel shareholdens' equity 9,655 5,299

The accounting palicies and other notes form port of, and should e read in conjunction with, these financicl statements.

For and on behalf of the Board, who authorised the issue of these financial statements on § December 2015.
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Cash Flow Statement
For tha pear ended 30 September 2016

30/9/16 30/9/15

$000 $000
Cawh floss from operating activitles
Cash was provided from:
imerest income 298,208 73,784
Other gperating income 9,425 9,167
Cash wes applied to:
Interest expense (287,991  (27r3,435)
Operting expenses {3,570} 2,107
Incorme tax payrments . ) (L7111} {1,412)
Met cash ﬂm frorn operatang activitles befare changes in operating assets and liabithies 4361 4,992
Ehangﬂ in npéréhhé assébd and Habilithbe atiting From ehh fldw Miwirddnls .
Net movement in other liabilities™ (2.990) (446)
Net change in operiting assets and lzablld.u:s (2.990) {(446)
Net r.ash ﬂom frorn opemung | activities 1371 4546
¢Cush Aows from financing actlvitles
Net mavement in bonds and notes* 67L199 1,733,208
Net movement in shor term debl securities® 353, %54 (27.709)
Net movemnaent in other related entity funding® (L021,516} (1,705,025}
Qrdinary dividend - {8,000}
Mel cesh fiows fram financing activities 3,047 (7,526}
Hel movement in cash and cash equivalents 4418 (2,980}
Cash and cash equivalents at beginning of year . 5,509 8,574
Cash and cash equivatents at end of year 10,012 5,594
Cash and cach equivalents at end of year comprived:
Cail balances due from ather linancial institutions 51 57
call balznces due from related entity 9,561 5.537
Total cosh and cash squivalents 10,012 5,554
Recondltlon of nat profit artributabile ta sharaholders of
BNEZ imsmutionsl Funding Limited to net cash Aows from oparating activiiss
Mel profit stinbutable to shareholder of BNZ Intemeticnal Funding Limited 4386 4,365
Add back non-cash items in net prafit:
Decrease / (inctease) in accrued interest receivable 20,761 70
Add back non-cash items in net profit:
Decrease / (intrease) in other operating income receivable (60} 350
increase / {decrease} in provision for tax 2) 285
Increase [ {decrease} in accrued interest payable {20,734) {B878)
Deduct operating cashk flows not included in profit
Net change in operating assets and liabilities _ (2,990} __ (4a8)
Met canh flows from oparating aclivilies - 13m 4,546

*  The amoums shown represent the net cash {ows for the finsnclal vear,

Naiting of cash flows
Certain cash flows {2s indicated by *) are shown net as these cash flows are either received and disbursed on behalf of customers and counterparties and
therefore reflect the activities of these parLies rather than those of the Company; ot are received and disbursed in transactions where the turnover is quick,

The accounting paf.*c&es and cfher m:rtes form part af, and shom’d be read in CDnqu"TCIIOﬂ with, these financial statements.

4 | BNZ International Funding Limited

EY



Notes to and Forming Part of the Financial Statements
For the pearended 30 September 2016

Note 1 Principal Accounting Poflcles

Reporting entity

BNZ imemational Funding Limited (the “Company™) is 3 company with limited liabitity incorparated in Naw Zealand and is 2 wholly owned cortrolled entity
of Bank of New Zealand. The Company has estabiished a London branch, registeved in England & Wales under branch nurmber BROORIT? and company
number FCC26206. The Company's Registered Office is Level 4, 80 Queen Street, Auckland, New Zeaiand,

The Company is incorporated for the specific purpose of, through its London branch, ruising offshore wholesale funding and underntaking other related
activities for the Bank of New Tealand Group.

Basis of preperation
The financial statements hove been prepared under the historical oost conventinn, madified by the application of fair value measurernents.

Assumptions and estimates

The preparation of the financial statements requires the use of certain estimates and assumptions that affect the reported amouet of assets, Uabilities,
revenues and expenses and the disclesed amount of contingent liabilities. Assumptions made as at each reporting date are based on estfmates at that date.
Although the Company bas imernal corttrol systems in place to-ensure that estimates can be reliably measured, actual amourits may differ from those
estimates. Estimates and underlying assumptions are reviewed on an ongoing basis. Revisians to accoynting estimates are recognised in the reporting
period in which the estimates are revited and in any fiture periods affected. It is not anticipated that such differences would be material Significant
estimates and judgements are further deseribed elsewhera in thiz note and Note 9 Categoeries of Financial Assets and Financial Liabilities.

Statement of compliance
These financial statemems are general purpose financial reports prepared in accordance with the Companies Act 1993 and the Financlal Reporting Act 2013.

The financial statements have been prepared in accordanoe with Generally Accepied Accounting Practice in New Zealand ('NZ GAAP'), They comply with
New Tealand Equivalents to International Financial Reparting Standards ("NZ1FRS") and other applicable Financial Reporting Standards as apprapriate for
profit-oriented entities. The Rnancial statements comply with International Financial Reporiing Standards (IFRS").

Changes in actourting policies and disclocures

New and amended accounting standards and interpretations

All mandatery standards, amendments and interpretations have been adopted in the current year. None had a material impact an these linencial
statements.

The Company early adopted NZ IFRS D {2014} Financial instruments in the previous year.

New ond amended accounting standards and interpretatinne aot yet effective
The following mew and amended accounting standard and interpretation relevant to the Company is not yet effective and lhes not been applied in preparing
these financial starements:

*  NZIFRS15 Revenue from Contracts with Customers, applicable for annual periods beginning on or after 1 January 2018, The new revenue standard
replacs’ the existing notion of risks and rewards and Imtroduices a single, principles-based five step model to be applied to sil contracts with
customers. The Company is in the pracess of evaluating the potential impac of this standard.

Other amendments to existing standards that are not yet effective are not expected to result in & material impact on the Company's reported results or
financlal position.

Currency of presemtatlon
Unless stated otherwise, all amounts are expressed in New Zealand dollars which is the Company's funcrional and presentational currency.

Rounding of ambunts
All amounts have been ounded to the nearest thousand dollars except where indicated,

Foreign currency translation

Foreign currency transactions are transisted into Mew Zealand doliars using the exchange rates prevailing at the dates of the transactions. Foreign
exchange gains and losses resulting from the settlement. of such transactions and from the translation at the year end exchange rates of monetary assets
and liabilities denominated in foreign cumencies are recognised in the income statement,

Fair value megsurement
Fiir value is deflned as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants =t
measurement date.

The best evidence of the fais value of a financial instrument at inktial recognition is the transactlon piice {i.e. the fair value of the consideration given or
received) unless the fair value of that instrument is evidenced by comparison with other observable current market transactions in the same instrement {i.e.
without modification or repackaging) or based on a valuation technique whose varizbles include only data from observable markets. When such evidence
easts, the Company recognises the profit on initial recognition {i.e. on day one).

Where a financial asset or liability is subsequently measured at fair value, the best evidence is independently guoted market prices in an active rarket.
wWhere such prices are unavailable, then depending onthe circumstances, altermative evidence may be used, including the price of recent transactions,
prices for similar instruments of prices obtained wtilising component parts {which when aggreqgated form the price of the whole instrument).

Where no active market exists for a particular asset or liability, the Company uses standard market valustion technigues to arvive at Lhe estimated fair value,
utilising observable market souwrced inputs wherever possible. Depending on the circumstances, the same alternative evidence (as described above) may be
used inthe valuation techniques. The valuation technigues address factors such as interest rates, liquidity and credit risk.

Falr value asset or fiability prices defined above generally represent the present value of all future cash flows including those ralating to interest, dividends
or other cash fiows as appropriate.
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Notes to and Forming Part of the Financial Statements

MNote 1 Principal Accounting Policies continued

Alsets

Financial assets

Financizl assets comprise items susch as Call balences due from other financial institutions, Call balances due from relatad entity, and Other amounts due
from related entity.

The Company classified its financial assets intothe following measurement categories:

& those ta be meesured at falr value through profit or toss; and
s those to he measured st amortised cost.

The dassification depends on the Company's business model for managing financial assets and the contractual terms of the financial assels cash flows,
Refer to Note 3 Categoties of Financial Assets and Uabilities for further information.

i) Financisl assets measured at fair value through profit or loss
ttems at fair value through profit or toss may include items held for trading, iterns specifically designated as Fair value through prafit or loss an initial
recogrition, and debt instruments with contractual teems that do not represent solely payments of principal and interest.

Upon initial recognition, financial assets may be designated at fzir value through prafit or loss. The fair value option s applied to certain balances within
Other amowumts due from related entity to eliminate an accounting mismatch that would otherwise arise from measuring items on a differem basis.

Financial assets held at fair value thraugh profit or {oss are initiatly recognised at fair value, with transaction costs being recognised in 1he income statement
25 incurred. Subsequemly, they are measured at fair vale with gains and losses recognised in the income statemern as they arise.

where a financial asset is held at fair value, the movernent in fair value attributsble to Interest rate market movements is either an observable market value
or calculared based on changes in observable market irerest rates for swaps. The movement in feir value attributable to changes in credit risk is
establlshed through a statisticat-based calcutation w estimate expected losses attributable to adverse movements in credit risk

Onee afinancial instrument has been designated at faiv value throwgh profit or loss upoa initiat recognition, the Company cannet subtequently change the
designation.

I Financiel essets measurad at amortised cost
A finandial psset is measured at amorlised cost only il

»  itis held within a business model whose objective is to hold assets in erder to collect contractual cash flows; and
s the contrectual terms of the financial asset represent contraciual cash Flows that are solely payments of principal and interest.

These assets zre initially recognised at fair value plus direct attributable transaction costs znd subsequently measured at amortised rost,

Call balances dug from other financial institutions and Call balances due from retated entity consist of cash and short tersn, high liquid investments that are
readity convertible to known amounts of cash and are subject 5o insignificant risk of changes in value and are held for the purpose of meeting short-term
tash commitments.

Liabilitias
Financial iabifities
Financial liabilities comprise items such as Shar term debt securities, Bonds and notes and Amaounts due to relsted entities.

Financial liabilities may be held at fair value through proflt or loss or at amortised cost. Refer 1o Note 9 Categories of Financial Assets and Liabilities for
furtherinformation.

i} Financiat Usbilites held at fair value through profit or toss.
items held at F2ir vatue through profit or loss comprise items specificatly designated at falr value through profit e: loss on inithal recognition.

Financial fiabiliies held at fair value 1hrough prafit o loss are initfally recognised at fair value with transaction costs being recognised immediztely in the
income statement. Subsequently, they are measured at f2ir value and any gains or losses are recognised in the income statement as they arise exdusive of
interest income,

Liabilives may be designated at Fair value through profit or loss if they maet the following ¢riteria:

¢ where designation efiminates or significantly reduces a measurement or recognition inconsistency that would otherwise arise from measuring assets
and liabilities (not only financlal assets and liabilities) or recognising the gains or losses on them on different bases; or

s thosethstare part of a group of finencial labilities, that are managed and their performance is evaluated by management on a fair vatue basis in
accordance with the documented risk management or investmani sirategy, Uinder this criterion Shorl term debt securities and Bonds and notes have
been designated at fair value through profit or lbss; or X

*  those that contain one or more embedded derivatives, except H the embedded derivative does not modify significantly the associalzd cash llows or it
is clear with little or no analysis thal separation is prohibited.

once 2 finandal instrument has been designated at fair value through profit o loss upon initial recognition, the Company cannot subsequently change the
designation,

Cwn credit risk pravisions require an entity to present in ather comprehensive income the fair value gains and losses attributable to changes in the entity's
own credit isk for financial liabilities designed as measyred at {air valve through profit or loss unless this treatment would create or enlarge an accounting
mismatch in the income statement. For the Company this trealment would create an accounting mismatch therefore all gains or lesses on these financial
llabilities (including the effects of changes in own credit risk) will continue to be presented in the profit and loss together with all gains and losses on
financial assets designated at fair value throwgh profit or loss.

W} Fimancial liabilities held at amortised cost
Tther related entities payable recorded within Amournts due 1o related entities is measured st amortised cost using the effective interest method. These
lisbilities are pAimarily shori-term in nature  in such cases the carrying amount approximstes their faie valie.

& | BNZ International Funding Limited
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Notes to and Forming Part of the Financial Statements

Note 1 Princlpal Actounting Pollcles continued

Revenue and Expense Recognicion

Net Interest income

Net Interest income is reflected in the incoma statament using the effective imerest method.

The effecthe interest method is a method of calculating amortisation using the efiective interest rate of a financial asset or financial ability. The effective
interest 121e is the rate that exactly discounts the estimated strearn of future cash payments or recelpts over the expected life of the financlal instrument or,
when approprigte, a shorter pesiod to the net carrying amount of the financial asset or lability.

When clculating the effective interest rate, the cash flows are estimated censidering all contractual terms of the finandial instrument (for exarple,
prepayment, call and similar options) excluding future credit losses.

The calculation of the effactive itherest rate includes all fees paid or received betwean parties to the contract that are an integral part of the effective
imerest rate, transaclion costs, and all other premiums or discounts. Wheie it is not possible to reliably estimate the cash flows or the expected life of a
fimancial instrument (or group of financial instruments}, the contractual cash flows aver the full contractual term of the financial instrumant (or group of
financial instruments) are used.

Feas and commissions :
Unless included in the effective interest calculation, fees and cormmissions are recognised an an accruals basis when the service has been provided. Fees
and commissions not integral to the effective interest rate arising from negotiating, or participating in the negotistion of a transactiop with a third party,
such as purchase or sale of businesses, are reconnised on completion of the underlying transaction.

Gains and losses on financlal instruments

Gains and losses on financlsl amstruments recoghised n the income steternent (within Other operating income) comprises fair value gains and losses from
financial instrurnents designated at Fair value through profit or foss. These are the falr value mavements excluding intarest, which is reported within net
Intevest income.

ncome T
Income tax expense i the income tax chasge/{benefit) incurred an the current year profit or loss and is the aggregate of the movements in deferred tax and
the amount of income taxes payable/(recoverable) in respect of taxable profit/(loss) for the year at the spplicable tax rate.

Deferrad tax assets ate the amounts of income taxes recoverabie in future periods including unused tax losses and vnused tax credis carried forward,
Deferred tax liabifities are the amounts of income taxes payable in future periods. Deferred tax assets and liabilities arise when there Is a temporary
difference between the tax bases (amount setributable to the asset or [fability for tax purposes) of assets and liabilities 2nd their carrying amaumts in the
balance sheet, Deferred tax assets and liabilities are determined using tax rates (and Laws) that have been enacted or substantially enacted by the balance
=waet date and are expected to apply when the related deferred income tax asset is realised or the deferred income tax liability Is settled.

The carrying amount of deferred income tax assets is reviewed as at each balance sheet date and reduced to the extent that it is no longer probable that
sufficient axable profic will be avaitable to allow all or part of the deferred income tax asset to be utilised,

incomne tax relating to items recognised directly in equily is recognised in equity and not in the income staternent.

BNZ international Funding Limned | 7

£y



EY

Notes to and Forming Part of the Financial Statements

30/9/16 30/9/15
$000 $000
Note 2 Interest
Interest income
Related entlties i 277 447 Zra4
Total interest income 2T A4T 272,914
Imtentst expanse
Short term debt securities 21,594 9,623
Bonds and notes 255,663 262,934
Total interest expense 271,257 272,557
30/9/15 30/9/15
$000 5000
Note 3 Other Operating Income
Treasury services and funding fee 9,485 8,812
Gain/(loss) in the fair value of financial assets designated at fair value thiough prdfit o lass {115,254} 9,144
Credit rick adjustments on financial assets designated at fair value through profit or loss 14,668 (8,103}
Gain/{lpss) in the fair value of financial liabilities designated at fair value through profit ar loss 115,259 (9,144)
Credit risk adjustments on financial liabilities designated at fair value through profitor loss (14,668) 81,103
Total other aperating income 9,485 8,812
30/9/16 3049715
£000 5000
Note 4 Operating Expenses
Legal expenses Lam3 1,033
Personnel expenses L7 475
Fees paid to auditors - Statutory audit services 76 79
Fees paid to auditors - Other assurance retated services 157 127
Rating agency fees 549 355
Other professional fees 139 165
Consultzncy fees .zl 44
Other 507 828
Total operating expenses 3510 3,107
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Notes to and Forming Part of the Financial Statements

30/8/16 30/9/15

$000 5000
MNote 5 Income Tax Expense on Operating Profit

tncome tax cherged to income statemant

Curremn tax 708 1,697
Total income tax charged to income statement 1,T0% 1697
Recondiliation of Income tax expensa shown in the income statement with

prima facie tax payable on the pre-tax accounting profit

Total opereting profit before income tax expense 6,108 6,062
Prima facie income tax at 26% T 1,709 1697
Tax expense on operating profit 1,709 L&97
Effective tax rate 2B8% 8%

30/9/16 /315

S000 000
Note € Short Term Debt Securlties
Commexcial paper 3,672,971 3,418,292
Toual short term debt securities 1ET2973 3,918,292

All commercial paper has been raised through the Company’s Landon branch, in the financial, investment and insurance industry sectors. Short term debt
securitres rank equally 1n priority with claims on financial liabilities in the event of liquidation,

079416 30/8/15

$000 5000
Note 7 Bonds and Notes
Medium term notes ) 12,689,279 12,096,733
Total bonds and notes 12,639,213 12,098,733

All bonds and notes have been raised through the Company's London branch, in the financial, investment and insurence mdu stry sectof.

BNZ International Funding Limited § 9
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Notes to and Forming Part of the Financial Statements

Note 7 Bonds and Motes coniinued

Details of the terms and conditions of these medium term notes 25 at 30 Septerber 2006 were as follows:

Face Value Fage Walue
st Issug
Coumrency Fair value Cutrency Falr value
Thousands” NZ $000 Thousands* NZ 5000
issue Currency Coupon Rate % Maturily Cate 30/9/16 30/9/16 30/9/15 30/9/15
US Dollas 3menth USD LIBOR +130bp 17 November 2015 - . 10,000 15,749
British Paund 3 month GBP LIBOR + 70bp 29 Sanuary 2016 - . 250,000 597,830
US Dollar 3 month USD UIBOR + 65bp 22 April 2018 - - 80,000 126,048
U$ Dallasr 1.072% (lixed) 30 April 2018 - - 20,000 31,517
Australian Dollar 6.250 {fixed) 14 pune 2016** - - 700,000 804,471
Hong Korxg Dollar 3month HIBOR + 51.6bp 12 Juby 2016 Bl - TI5,000 156,831
Bure 4,000 (fixed) EMarchelar FE 0w 2T Tau,ve0 &426,3¢9
Japanese Yen 1.150 (Tved) 23 March éDlT 1,000,000 19,588 1,000,000 13,350
Us Doltar 3 month USEG UBOR + 150bp 24 May 2017 15,000 20,849 15,000 24,039
Japanese Van 3 month JPY LIBOR + 100bp 26 July 2017 1,800,000 156,591 11,400,000 152,917
Jlapanesa Yen 1.260 (fixed) 26 July 2017 14,100,000 194,154 14,100,000 189,579
Euro 3,125 (Fived) 23 Movernber 20017 1,000,000 1h41 211 1,000,000 1,933,155
Swiss Franc 1500 (Niked) 22 january 2018 25,000 32 025 225,000 3B0.RIE
Hong Kong Doltar 1.375 (fixed) 26 January 2018 760,000 138,981 780,000 157,361
US Dollar 1,900 (fixed) 26 Febtuary 2018 GO0, 000 B2, 361 640,000 847,376
Japanese Yen Amonth JPY LIBOR + 27bp 13 March 2018 2,000,000 27,339 2,000,000 26,463
us bolfar 3 month USDHLIBOR + 8Dbp 23 April 2014 10,030 13,872 10,000 15,833
Eurp 1250 (fixed} 23 May 2018 500,000 793,964 500,000 907,210
15 Doltar 3 month USD LIBOR + 45bp 20 Augusl 2018 10,000 13,766 10,000 15,648
Us Dollar Imonth USD LIBOR + 82bp 26 Novernber 2018 W,000 13,6864 10.000 15,811
lzpanese Yen 0.4700 (fixed) 27 Hovember 2018 2,000,000 7,712 2,000,000 26,318
U5 Dollar Imonth USDLIBOR +75bp 13 December 2018 10,000 13,836 10,000 15,489
1S Dollar 22825 (fixed) 13 December 2018 10,000 13,690 10,000 15,769
LIS Dallar 2.350 (foced) 4 parch 2018 L0009, 00 1.399,731 1,000,000 1,583,635
Us Dotlar 3 month UsSD LIBOR + Rbp 20 Maich 2019 100,000 136,782 100,000 155,164
Swiss Frant 1225 (fed) 20 Seprember 2015 75,000 406,735 275,000 464,312
US Dollar A month USD LIBOR + T2bp 24 Dcwober 2019 100,000 194,180 100,000 157,458
Ewro 3 month EURIBOR + 50bp 2 December 2018 550,000 853,958 580,000 970,885
Homng Kong Dollar 3.480{fixed) 8 September 2020 53,600 2,113 52,000 11,417
New Zealand Dallar 6.59Q (fired) 30 September 2020 50,000 56,371 50,000 55,603
Swiss Franc 1.375 (fixed) 3 February 2021 204,000 306,989 200,000 348,838
Japanese Yen 0.1775 (fixed) 12 February 2021 17,000,000 225,842
Hong Komg Lipllar 2500 (Fxed) 1 March 2021 233,000 40,343 - .
Us Dollsr 2,150 {lixed) 2 Marchi 2021 500,000 710,372 -
Hong Kong Dollar 2320 {froeed) 31 March 2021 80,000 31,963 .
Heong ¥ong Dollar 2.350 {fixed} 31 March 2021 165,000 26,624
Hong Kong Dollas 2.560 {fixed} 31 March 2021 125,000 22,155
1J5 Dollar 2 maonth USD LIBOR + il4bp 19 May 2021 0,000 ALER -
S Doltar 3 month USD LIBOR + 10Shp 15 June 2021 10,000 13,821
Euro 0.125 (fixed) 17 June 2021 F50,000 1,174,267
Hang Kong Dallar 2,060 (Fixed) 22.June 2021 160,600 27,191
Us Dollsr 3 month USD LIBOR + 300bp 28 June 2021 10,000 13,757
US Doltar 3 menth LISD LIBOR + 100bp 22 July 2021, 20,000 77,561
us Dollar 2100 (lixed} 14 Saptember 2021 500,000 825,527
US Dollar 2month USDLIBOR 4 98bp 14 September 2021 250,000 344 570
Swiss Frang 0.250 {fixed} 24 June 2022 200,000 289,954 200,400 322,784
Euwro 0.685 {fixed} 28 July 2025 20,000 30,545
Australian Dollar 4,000 {fixed} 30 Seprember 2025 30,000 27,706 30,000 33,045
12,630,719

Att medium term notes issued by the Company are on-lent to Rank of New Zealand, the Company's parent company.

*  Faoe valua represents current value on issue beld by the markat,

12,098,733

** These medium tenm riotes zre guaranteed by the Trustee of the BNZ Coverad Bond Trus) ("the Coveiced Bond Trust™), Refer to Mote 10 Relatud Entity Teankaetions

tor further information.
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Notes to and Forming Part of the Financial Statements

10/9/16 30/9/15
$000 s000
Note 8 Other Liabillties
Accroed sxpeTses. 24 70
Total other lnbifities 2 o
J0/ef16
Faie Value At Tatal
Through  Amorthed Carrying
Profit or Loss Coxt Amount
$000 £000 00
Nate 9 Categorjey of Fingncial Asgets and Financial Labllities
Financiel assets ' )
Call balances due fram other financial institutions 51 51
Call batances due from related entity - 5,961 9,961
Cther smaunts due from related entlty B 16,512,301 1530 1631331
Total financial assets 16,912,301 11,542 16,373,843
Financlal Habilickes
Short term debt securities 3,672,973 - 3ensm
Bonds and notes 12,639,719 - 1Z2,639.71%9
Amounts due to relsted entities _ - 462 462
Total financis! liabilities 16312252 462 18312.N4
W/ 15
Financisl asvety
Call balances due from other financhl instftwiions . 57 57
Call balances due from retated entity . 5.537 5,537
Other amounts due from related entity _ 15,417,100 1470 15418,570
Total fvancial aasets 15,417,100 7.064 15,424,164
Financlal lisbilities
Short tarm debt securities 3,218,292 - 3,318,292
Bonds and motes 12,098,733 - 12,098,733
Amourms due to relsted entities - 458 439
Total financiai liabilkies 15,417,025 458 15,417,483
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Notes to and Forming Part of the Financial Statements

Note 9 Categories of Financial Assets and Financial Liabilitles continued
Difference between carrying amount 2nd contractual smount on Anancial lsbilivies designated at fair value through proft or loss on initial recognition

ADSAS1E 30/9/15
Carrying  Corractual Higher/ Carrying  Conteactual Higher/
Ameunt Amount (Lower) Amount Ampunt (Lewrer)
$000 So00 000 S000 4000 5000
Short werm debt securities 3,629T2 3,665,601 1A 3,318,292 3,315,282 3,0:0
Bonds 4nd nates 12,639.279 12343386 295,893 12,098,733 11,672,186 426,547

16,312,252 16,004,987 208,265 15,417,025 14,967,468 429,557

Maovements in fair value of Bonds and notes designated at fair value through profit or loss on initial recognition attributable to chenges in credit risk
30/9/16 0/9/18

5004 5000
Bords and pates -
Balance at beginning of yeor 38,383 119,586
Movement during the year 14,668 (BL.103)
Balanceat end of year 53,151 38,483

The movement in Fair value attributable to changes in the credit risk of bands and notes designated at fair value through profit or loss is determined as the
amount of change in fair value that is not attributable to changes in market conditions that give rise to market risk. The movemnent in fair value of thece
liabilitias has resulted in an equal and opposita movement in the Amount due from related entities, which has an offsetting effect to the Company a5 a
resuit of the on-lending agreement with Bank of New Zealand.

Hierarchy for fair value measuraments
The following peragraphs present a three level fair vatue hierarchy of the Company's financial assets and financial lizbilities which are measured at fair value.

The three levels in the hierarchy are based on the valuation methods and assumptions used in determining the fair values of financial assets and financiat
labilities. The levels are as follows:

Level 1. Quoted prices {unadjusted} in active markets €or iderttical assets or liabilities. The Company did not have any financial assets or financial babilities
measured at fair value that met the criteria of Leval 1 classification.

Level 2. Inputs other than quated prices included within Level 1 that are observable for the asset or liability, either directly {i.e. as prices) or indivectly (i.e.
derived from prices). As at 30 September 2016, all fair value assels and lisbilities have been assessed as Level 2 using observable market data as inputs
which are generatly madified in sorme way such as averaging at source {e.g. multi-contributer page) or a valvation technique (e.g. interpolation or
discounting} (30 September 2035: all).

Level 3. Inputs for the asset or Llability that are not based on observable market data (unobservable inpurs). The Company did not have any finandial sssets
or financial fiabilities measured at fair value that met the criteria of Level 3 classification.

Management Lises its judgmem in selecting an appropriate valuation technique for Anancial instruments which are not quoted In an active market.

Bonds and notes

Bonds and notes are recorded at fair value based on a discounted cash flow model using a yietd curve appropriate to the remaining maturity of the
instruments. This is based on cbservable market prices s at the reporting date where available, otherwise alternative observable market source data is
vsed. The fair value inctudes a caltulation of the Company’s own tredit risk based on observable market data.

COther amounts due from related entity

Dther amounts due from related entity are recorded at fair value based on a discounted cash flow model using a yield curve appropriate to the remaining
rmaturity of the instruments. This is based on observable market prices as a1 the reposting date where avatlable, atherwise alzernative observable market
source datais used.
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Notes to and Forming Part of the Financial Statements

Note 10 Related Entity Transactions

The Company is 3 wholly owned controlled entity of Bark of New Zealand whose ultimate parent company s National Australia Bank Limited. Bank of New
Zesland has guaranteed alf debt securities issued by the Cormnpany, acting through its Lenden branch, for the amount and term of such securities. If the
Company, acling thraugh its London Granch, rssues any debd securities that are guaranteed by Bank of New Zezland, then the proceeds of that debt issue
miust be on-tent to Bank of New Zealand onteems and conditions that match the terms and conditions of the debx issue. Financial liabiltties represented by
Bands and notes, Short term detl securities and accrued intarest payable are guarameed by Bank of New Zealand,

The Covered Bord Trust holds Bank of Mew Zealand housing loans and provides guarantees ta certain debt securities issued by the Company or Bank of Mew
Zealand, the Company's parent company. The payment of interest and principal of aertain debt securities issued by the Compaay is guarantesd by the
Covered Bond Trust. Guaranilees pravided in relstion to the covered bonds isued have a prior cleim over the assets of the Covered Bond Trust, The
underlying coltsteral for the guarantees provided by the Covesed Bond Trust comprised holising foans and other assets tb the value of $5,003 million as at
30 Seprember 2016 (30 September 2015: $4.283 miflion). Refer to Note 7 Bonds and Motes for further information

QOther principal intragroup transactions comprise: (1) the provision of treasury and funding services to Bank of New Zealand, which earn treasury service and
funding fae income, (2 the supply, s required, of settlement, accowriting, tax, regulatory compllance and legat services and setonded staff from Bank of
New Zealand and/or National Australia Benk Limied, (3}  ticence of Landon branch premises from Nationa! Australle Bank Limired, (4) paymiant to Bank of
NEW ZE5(aHd 8T the rBinBUFSeMAeRY &f BRaviiotal tik Bl oA the Cothpdhy's Behatl, and (5) cdMiMetcial pdpér aiid bonds arid nbtes Iklibd Yo Natibral
Australia Bank Limfted. These transactions with Bank of Mew Zealand Limited and Mational Austratia Bank Group have been entered into at arow's length on
narmal commercial terms and conditions.

Key maniagement personnel are defined as being Directors of the Company. During the year ended 30 September 2016, there were no koans made to or
deposits received from key management personnel, their close family members, or their controlled entities (30 Seplember 2015: nil). No compensation was
paid by the Company to key management personnel dusing the year ended 20 September 2036 (30 Septemnber 2015: nil).
The following table pravides the total amount of transactions with related entities for the relevant financial year.

30/9/16 30/9/15

00 5000
Amount due from related entity
Bank of Mew Zealand 16,323,792 15,424,107
Amount due to related entities
Bank of New Zealand 133 1z
Na_tbr!l Australis Bank Limited 129 346
30/%/18 30,/9/15
Rn?'ﬂue Rw?n.ue
am Expenses am Expenses
Relwtad  toRslted Relmed  toRelated
Entitbes Entitles Entities Entities
$o00 000 5000 3000
Transactions with Related Entities
flank of New Zealand 285,532 1,528 281,726 1568
National fumtralia Bank Limited o - 256 738

Dividends paid to the shareholders are disciosed in note 21.

During the year ended 30 September 2016, the Company made a payment of $402,000 to Bank of New Zealand for the reimbursement of provisional Lo
paid on the Company's behalf (30 September 2015: $341,000 to BNZ for provisional tax paid),

0/9/18 %/5/15

MNumber of shareq
- - _ - in Thousands
Note 11 Contributed equity
Ordinary shares, fully paxd 100 100
Total contributed equity 100 0o

Each of the 100,000 {30 September 2015: 100,000 ordinary shares entitles the shareholder to one vote at ary meeting of shareholders end shares equally
in dividends snd surpluses on winding up. Shares do not have a par value.

when managing capital, which includes contributed equity and retained profits, management's objective is (o ensure the entity continues as a going
concern as well as to maintain opeimal returns to the shareholders,

No dividends were pald on Shares for the year ended 30 September 2036 (yesr ended 30 Seprember 2015: dividends of $80 per share),

—— — e—m—

BNZ International Funding Limited | 13

EY



EY

Notes to and Forming Part of the Financial Statements

Note 12 Interest Rate Repricing Schedule
The following tables represent a breakdown, by repricing dates ar contractual maturity, whichever is the garlier, of tha balance sheet.

0/9/16
Over
Imanths  OverlYear Non-
Upto sndupto sndupio Overz Imerent
5000 Total 3 Months 1year 2Yeais Years Senshive
ALEets
Call balances due from financlal insthutians (38 51 . - - -
Call batances due from related entity 9,961 9.961 - - - -
Other ameunts due fiom related entity 16,313,821 4,886,285 2,029,540 1,738,5%4 5,657.473 1575
Tolal assels 18,321,843 4,856,297 2,028,940 1738554 5657473 1579
Lizhillties
Short term debt securities 3,672,973 3,055,903 617,070 -
Bonds and notes 12,639,779 LA83Q,382 L1412,870 3,738,554 5657473 -
Amgunts due to related entities 462 - - - - a62
All other liabilities 1,434 - - - 1,434
Totat liabilities 16,314,148 4,886,285 2,029,940 3,738,554 5,657,473 LEess
30/9/1%
Azsets
Call batances due from financial institutions 57 57 - . - -
Call balances due from related entity 5,537 5537 - -
Other amounts due from related entity 15,418,570 5,764,340 835988 1,629,258 7,187,439 1,545
Tatal assels 15,424,164 5,769,934 835,988 1,629,258 7187439 1,545
Liabilitlas
Shuiort term debt secutities 3,318,292 3,318,292 -
Bonds and nates 12,058,733 2,446,048 835,988 1,629,258 ¥,187439
Amourts due to related entities A58 458
all other liahilities 1382 1,382
Total liabilities 15,418,865 5,754,340 B35.588 1,629,258 7,187,439 1,840
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Notes to and Forming Part of the Financial Statements

MNote 11 Maturity Profile

The table below presents the Company’s undiscounted rash faws by remaining contractual maturities as at balance sheet date.

The gross cash Tlows disclosed below are contractual undiscounted cash flows and therefore will not agree to the carrying values on the balance sheet.
Actual cash flows can differ significamly from comractual cash flows a2 a result of Future actions of the Compeny and its counterparties, Information on the

managerment of liquidity risk is included in note 17.

30/9/16
- T Gress
Cashe

Camying Inflowsyt on 0-3 312 1-5 Ouar §
$000 Amounl (Um.ﬂnwsf’ Demand Wondhs Mormhs Years Yenrs
Financia azsers [ i
Cali balances due from Financlal nstitutions 51 s | £1 - . -
Calt balances due from redated entity 9,961 9, 9,961 - . -
Other amounts e from related emifr m,au,a..u 16,523,926] - 1812278 3,699,630 10,763,42% A53.597
Total 16,323,849 15,638,038 10,002 1812278 3,699,630 10,763,421 353,597
Financial liabRities
Short term debt securities ' {3,6T2,973) (3.677.923) - (1,664,370 {2,01%,553) - -
Bonds and notes (12,639,279) (12,949,425} - {146,330) {1,686,077) (10,763,411}  (353,597)
Amourts dye to retated entities (8&2) {462) (462} - -
Other financial tiabilities {324) (324} - {324) - -
Total (16,313,038) {16,628,134} - {1L,B1L486) (3,699,630} {10,753,421) (353,587

/915

Financiat assets
Call balances due from financial institutions LY 57 5y
Call batances due from related entity 5,537 5,537 5537 - - -
{(rther amounts due from rel.ate_d entity 19,438,570 15,675,832 - LBGT.5R3 3,508,232 9.610,889 GAR,758
Total 15,424,164 15,6814 55094 LIBE?O53 3,508,237 9.610,h89 688,758
Financiel liabitithes
Short term debt securities (3,318,292} {3,320.667) - (1,672,000} {1,648,667) - -
Bonds and notes (12,098,733} (12,353,620} (194,408) (1,859,565} (9,610,889 (GAB,758)
Amounts due torelated emities (458) {458) {458} . -
Orther financial Liabilities {210) {270} Hyrin) -
Total (15,417,753) (15,675.015 - (L867,13G) (3.508,232) (9,610,889) (68L.75E)
Note 14 Impairad assets

Ne provision hias been made against the velue of mssets reported on the balance sheet. There Is ra expected loss on the call balances due from other
financial institutions, call balances due from refated entity and other amounts due from related entity.

Mote 15 Sagment information

The Company operates in New Zealand in one industry segment. Its primary business is funding. Financial information for the segment is available to the
Board of Oirectors of the Company for the purpose of evaluating performance and resource allocation, and is the same information presented in these

financial staternants. All revenues of the Company are received from Bank of ew Zealand.

Gegaraphical revenue information is based on the location of the office in which the transactions were booked, and all revenuus are derived in New Zealand.

Nota 16 Contingent Llabilities and Other Commitments
The Comparry had no contingent ltabilities and commitments as at 30 September 2015 (30 Septembes 2015: nil).

- e e, e —— . .- — —
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Note 17 RIsk Management Policies
The Board of Directors of the Company is commited to the managemnent of risk and has iderdified the fallowing risks:

Crexil Risk
Credit risk is the rigk of financial koss resulting from the faflure of a counterparty to settle its financial and contrectual obligations to the Company as they fall
due.

The maximum exposure bo credit rlsk arising from Call balances due from other financial institutlons, Call balences due from related entity and Other
amounts due from related entity is equal to the carrying emount of each class of recelvable. The credit quality of these financlal assets is deemed as
exezllent based on 8ank of New Zealand's curvent credit rating. As st 30 September 2016, these balances represent 100% of the Company's credit
exposures (30 September 2015: 100%), Bank of New Zealand reprasents the only group of closely'rélated counterparties to which the Company has a credit
expasere which exceeds 10% of equity, with an exposure of 168,373% of equity as at 30 September 2016 (30 September 2015: 291,076%). Bank of New
Zealand guarantees the obligations of the Company, acting through its London branch, in respect of all securities issued by the Company's London branch
to wholesale investors.

As 21 30 Septemnber 2015, there are no collateral or other credit enhancements obtained in respect of amounts due from related entities.

imterest rate rislk
Cash flow interest rate risk is the risk that the fiture cash flows of a finandial instrument wilt fluctvate because of changes in market interest rates. Fair value
Interest rate risk is the risk that the fair value of afinancial instrument will fluctuate because of changes in market icerest rates.

InLerest rate risks primarily resull from exposures to changes in the level, slope and curvature of the yield curve, the volatility of interest rates and credit
spreads. Exposure to intenest rate risk arises io respeect of funding through issving commercial paper and medium tecm notes.

No sensitivity anelysis has been performed as the Interest rate risk has been mitigated by the on-lending agreement whh Bank of New Zealand,

Forelgn exchange risk
Forgign ewchange risk resuits from exposures 1o changes in foreign exchange rates. Currenty risk arises fram foreign currency balances and the trading of
any foreign currency denominated product, such as foreign currency bonds and notes.

No sensitivity analysis has been performed as the cumency risk has been mitigated by the en-landing agreemant with Bank of New Zealand.

Liquidity risk
Liquidity risk arises from the mismatch in the maturity of financial axsets and Liabilities, plus their settlement characteristics. Maintaining adequate liquidity
to meet the current and fiture payment obligations et a reasonable cost is a core objective of the Compary.

All proceeds from commercial paper and medium term notes issued by the Company are on-lent to Bank of New Zealand, the Compary's parent company,
onterms and conditions which match the terms and conditions of the debt issue, and all relevam risks, including interest rate, currency and liquidity risks,
are mitigsted thiough the offsetting with Bank of New Zealand. Refer 10 Note 10 Related Entity Transactions for more information,
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Independent Auditor's Report
To the Shareholider of BENZ International Funding Limited
Report on the Financial Statements

We have audited the financial statements of BNZ International Funding Limited on pages 1 to 16, which comprise
the balance sheet of BNZ International Funding Limited as at 30 September 2016, and the income statement,
statement of comprehensive income, statement of changes in equity and cash flow statement for the year then
ended, and a surnmary of significant accounting policies and other expianatory information.

This report is made solely to the company's sharehaolder. Our audit has been undertaken so that we might state to
thae company's §hareholder those matters we are required to state to them in an auditor’s report and for no other
purpose. To the fullest extent permitied by law, we do not accept or assume responsibility to anyone other than the
company and the company's sharehotder, for our audit work, for this report, or for the apinions we have formed.

Directors’ Responsibility for the Financial Statements

The directors are responsible on behalf of the company for the preparation and fair presentation of the financial
statements in accordance with New Zealand Eguivalents to International Financiat Reporting Standards and
International Financial Reporting Standards and for such internal control as the directors determine is necessary to

enable the preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor's Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on our judgement, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or errer. In making those risk assessments,
we have considered the internal control relevant to the company's preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the company's internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of accounting estimates, as well as
evaluating the overall presentation of the financial statements.

We believe we have obtained sufficient and appropriate audit evidence to provide a basis for our audit opinion.

Ernst & Young provides other assurance related services to BNZ International Funding Limited. We have po other
relationship with, or interest in BNZ International Funding Limited.

Partnars and employees of our firm may deal with the company on normal terms within the ordinary course of
trading activities of the business of the company.

Qpinion
In our opinion, the financial statements on pages 1 to 16 present fairly, in all material respects, the financial
position of BNZ International Funding Limited as at 30 September 2016 and its financial performance and cash

flows for the year then ended in accerdance with New Zealand Equivalents to Internaticnal Financial Reporting
Standards and International Financial Reporting Standards.
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