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1. Definitions

In this Disclosure Statement, unless the context otherwise requires:
Act means the Reserve Bank of New Zealand Act 1989;

Bank means Bank of Baroda (New Zealand) Limited;

Banking Group means the Bank and its subsidiaries;

Board means the board of directors of the Bank;

BOB means Bank of Baroda (India);

Director means a director of the Bank;

INR means Indian Rupees;

Parent Guarantee has the meaning given in section 3.1; and

USD means United States Dollars.

Unless otherwise defined in this disclosure statement, terms defined in the Registered Bank
Disclosure Statements (New Zealand Incorporated Registered Banks) Order 2012 (the Order) have
the same meaning in this document.



General information

2.1
(@)
(b)
2.2
(@)
(b)

Name and address for service of registered bank

The full name of the Bank is Bank of Baroda (New Zealand) Limited and its address
for service is:

Bank of Baroda (New Zealand) Limited
114 Dominion Road

PB No. 56580, Post Code 1446
Auckland

New Zealand

The Bank’s website address is: www.barodanzltd.co.nz

Details of ultimate parent bank and ultimate holding company

Ultimate parent bank

The Bank’s ultimate parent bank is Bank of Baroda (India), an Indian incorporated
bank (BOB).

BOB is subject to regulatory oversight by the Reserve Bank of India and the
Government of India. BOB is not a New Zealand registered bank and is not subject to
regulatory oversight by the Reserve Bank of New Zealand.

The address for service of BOB is:

Baroda Corporate Centre
C-26, G-Block

Bandra Kurla Complex
Mumbai — 400 051

India

Ultimate holding company
BOB is the ultimate holding company of the Bank.

Shareholding in BOB

As at 31 March 2012, the Government of India held 54.31% of the total shares in BOB.
The remaining 45.69% of the shares in BOB are held by public shareholding
(governed by the laws of India). BOB shares are listed on both the National Stock
Exchange (India) and on the Bombay Stock Exchange (India). Further details
concerning the shareholdings in BOB are on the BOB website:
www.bankofbaroda.com

Annual Report of BOB

A copy of the latest BOB annual report “Annual Report 2011-12 A winning
performance through sales and services excellence.” is on the BOB website:
www.bankofbaroda.com



http://www.barodanzltd.co.nz/
http://www.bankofbaroda.com/
http://www.bankofbaroda.com/

(c) A summary of any regulations, legislation or other restrictions of a legally
enforceable nature that may materially inhibit the legal ability of BOB to provide
material financial support to the Bank

The obligations of the Bank are guaranteed by BOB (see section 3 below for further
information on the guarantee arrangements).

There are no legislative, regulatory or other restrictions of a legally enforceable nature
in India (BOB’s country of incorporation) that may materially inhibit the legal ability of
BOB to provide material financial support to the Bank.

2.3 Interest in 5% or more of voting securities of the Bank
The Bank is a wholly-owned subsidiary of BOB.
2.4 Registered bank

The Bank was incorporated on 27 May 2008 under the Companies Act 1993 as Baroda
(New Zealand) Limited and changed its name to Bank of Baroda (New Zealand) Limited on 1
September 2009 upon registration as a bank at this date. The Bank commenced trading on
21 June 2010.



Guarantee

3.1

Guarantee arrangements

As at the date of this disclosure statement, the obligations of the Bank are guaranteed by
BOB.

A copy of the guarantee of the Bank’s indebtedness given by BOB is attached as Appendix 1
(the Parent Guarantee).

(@) Details of the guarantor

The guarantor is BOB. BOB is the Bank’s ultimate parent and ultimate holding company.
BOB is not a member of the Banking Group.

The address for service of the guarantor is:

Baroda Corporate Centre
C-26, G-Block

Bandra Kurla Complex
Mumbai — 400 051

India

As at 31 March 2012, the publicly disclosed capital of BOB was INR 263,031.70 million
(USD 5,170.16 million) representing 14.67% of risk weighted exposure.

BOB has the following credit rating applicable to its long-term senior unsecured obligations
(payable in INR):

Rating Agency Current Outlook Qualifications
Rating
Moody’s Investor Baa3 Stable Nil

Services Limited

Fitch IBCA, Inc. BBB- Negative Nil

On 18 June 2012 Fitch IBCA, Inc. changed BOB'’s credit rating outlook from stable to
negative. On 30 January 2012 Moody’s Investor Services Limited changed BOB's credit

rating from Baa2 to Baa3. There have been no other rating changes for BOB within the last
two years.

Details of the applicable rating scale can be found at section 0 of this disclosure statement.

(b) Details of guaranteed obligations

a. BOB guarantees due payment of all indebtedness of the Bank to the Bank’s
depositors and other creditors.

0] There are no limits on the amount of the obligations guaranteed.



(ii)

(iii)

(iv)

There are no material conditions applicable to the guarantee, other than
non-performance by the Bank.

There are no material legislative or regulatory restrictions in India (BOB'’s
country of incorporation) that would have the effect of subordinating the
claims of the Bank’s creditors under the Parent Guarantee to other claims
on BOB in a winding up of BOB.

The Parent Guarantee does not have an expiry date.



Directors

4.1

4.2

4.3

Communications
The address to which any document or communication may be sent to any Director is:

Bank of Baroda (New Zealand) Limited
114 Dominion Road

PB No. 56580, Post Code 1446
Auckland

New Zealand

The document or communication should be marked to the attention of the relevant Director.
Responsible person

The responsible person authorised to sign this disclosure statement on behalf of the
Directors in accordance with section 82 of the Act is Navin Chandra Upreti.

Directors’ details

Mangalore Devadas Mallya

Chairman & Non-Executive Director

Bachelor of Engineering with Distinction from Karnataka Regional Engineering College,
Suratkal.

Post-graduation Diploma in Management from Indian Institute of Science, Bangalore with
Distinction.

Resident of India

Interested transactions
Nil

Directorships
Chairman & Managing Director BOB
Director of The New India Assurance Company Limited

Navin Chandra Upreti
Managing Director

MSc., CAIIB

Resident of New Zealand

Interested transactions
Nil

Directorships

Nil

Dr Rajen Prasad
Independent Director
Ph.D., MA (Hons), BA
Resident of New Zealand

Interested transactions
Nil

Directorships



4.4

4.5

Nil

Vijaya Vaidyanath
Independent Director

MBA, MA (Hons), BA (Hons)
Resident of Australia

Interested transactions

Nil

Directorships

Nil

(Resigned from the Board with effect from 5 June 2012)

Vailankanni Wenceslaus Melchoir Anthony

Independent Director

B Com (Hons), Post Graduate in Business Management

Resident of New Zealand

Interested transactions

WA Marketing Limited is having Standby Letter of Credit limit of USD 150,000 from Auckland
branch

Directorships

WA Marketing Limited, Pact Industries Pty Limited
(Appointed to the Board with effect from 5 June 2012)

Audit Committee

The Bank has an Audit Committee.

The members of the Audit Committee as at the date of this Disclosure Statement are:
(@) Vailankanni Wenceslaus Melchoir Anthony (Chair), Independent Director
(b) Mangalore Devadas Mallya, Chairman of the Bank & Non-Executive Director
(c) Dr Rajen Prasad, Independent Director.

(Audit Committee reconstituted after Vijaya Vaidyanath resignation from the Board)

The Audit Committee is responsible for the oversight of financial reporting disclosures and
other regulatory and statistical compliance.

Related parties transaction policy

The Bank has adopted a related parties transaction policy, which governs the review,
approval and ratification of “related party transactions”. For these purposes, a “related party
transaction” means:

(@) any transaction, or a series of similar transaction, which is currently proposed or has
been in effect at any time since the beginning of the last fiscal year, in which the Bank



(b)

was, or is proposed to be, a participant, in which a “related party” had, has or will have
a direct or indirect material interest, and where the amount involved exceeds
NzD50,000; and

any material amendment or modification to a transaction described in (a), regardless
whether that transaction has previously been approved in accordance with the related
parties transaction policy.

A ‘“related party” is any person:

(@)

(b)
(©)

who is, or at any time since the beginning of the Bank'’s last fiscal year was, a director
or executive officer of the Bank (and includes a nominee to become a director of the
Bank); or

who owns 5% or more of the shares in the Bank; or

who is an immediate family member of any of the persons described in (a) and (b)
above.

Every related party transaction is subject to Board approval. Accordingly, any director or
executive officer of the Bank that becomes aware of any potential related party transaction is
required to submit details of that transaction to the Board as soon as practicable. In
determining whether to approve a related party transaction, the Board will take into account
the factors set out in the Bank’s related parties transaction policy document. All related
party transactions are conducted on normal commercial terms and conditions.



5.

Auditors

The name and address of the auditor whose independent auditors’ report is referred to in this
disclosure statement is:

PricewaterhouseCoopers
188 Quay Street

Private Bag 92162
Auckland 1142

New Zealand
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6.

Conditions of registration

The conditions of registration imposed on the Bank which applied on and after 31 December 2011 are
as follows:

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

1.

1A.

That the banking group complies with the following requirements:

€)) the total capital ratio of the banking group is not less than 8 percent;
(b) the tier one capital ratio of the banking group is not less than 4 percent; and
(c) the capital of the banking group is not less than $30 million.

For the purposes of this condition of registration, capital, the total capital ratio and the tier one
capital ratio must be calculated in accordance with the Reserve Bank of New Zealand
document: “Capital Adequacy Framework (Standardised Approach)” (BS2A) dated October
2010.

That—

€)) the bank has an internal capital adequacy assessment process (“ICAAP”) that accords
with the requirements set out in the document “Guidelines on a Bank’s Internal Capital
Adequacy Process (“ICAAP")" (BS12) dated December 2007;

(b) under its ICAAP, the bank identifies and measures its “other material risks” defined as
all material risks of the banking group that are not explicitly captured in the calculation
of tier one and total capital ratios under the requirements set out in the document
“Capital Adequacy Framework (Standardised Approach)” (BS2A) dated October 2010;
and

(c) the bank determines an internal capital allocation for each identified and measured
“other material risk”.

That the banking group does not conduct any non-financial activities that in aggregate are
material relative to its total activities.

In this condition of registration, the meaning of “material” is based on generally accepted
accounting practice.

That the banking group’s insurance business is not greater than 1% of its total consolidated
assets.

For the purposes of this condition of registration, the banking group’s insurance business is
the sum of the following amounts for entities in the banking group:

€)) if the business of an entity predominantly consists of insurance business and the entity
is not a subsidiary of another entity in the banking group whose business
predominantly consists of insurance business, the amount of the insurance business
to sum is the total consolidated assets of the group headed by the entity; and

(b) if the entity conducts insurance business and its business does not predominantly
consist of insurance business and the entity is not a subsidiary of another entity in the
banking group whose business predominantly consists of insurance business, the
amount of the insurance business to sum is the total liabilities relating to the entity’s
insurance business plus the equity retained by the entity to meet the solvency or
financial soundness needs of its insurance business.

11



In determining the total amount of the banking group’s insurance business—

€)) all amounts must relate to on balance sheet items only, and must comply with
generally accepted accounting practice; and

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

For the purposes of this condition of registration,—

“insurance business” means the undertaking or assumption of liability as an insurer under a
contract of insurance:

“insurer” and “contract of insurance” have the same meaning as provided in sections 6 and 7
of the Insurance (Prudential Supervision) Act 2010.

That the aggregate credit exposures (of a non-capital nature and net of any allowances for
impairment) of the banking group to all connected persons do not exceed the rating-contingent
limit outlined in the following matrix:

Credit rating of the registered | Connected exposure limit (% of the banking
bank1 group’s Tier 1 capital)

AA/Aa2 and above 75

AA-/Aa3 70

A+/Al 60

AIA2 40

A-/A3 30

BBB+/Baal and below 15

Within the rating-contingent limit, credit exposures (of a non-capital nature and net of any
allowances for impairment) to non-bank connected persons shall not exceed 15 percent of the
banking group’s tier 1 capital.

For the purposes of this condition of registration, compliance with the rating-contingent
connected exposure limit is determined in accordance with the Reserve Bank of New Zealand
document entitled “Connected Exposures Policy” (BS8) dated June 2011.

That exposures to connected persons are not on more favourable terms (e.g. as relates to
such matters as credit assessment, tenor, interest rates, amortisation schedules and
requirement for collateral) than corresponding exposures to non-connected persons.

That the bank complies with the following corporate governance requirements:

€)) the board of the bank must have at least four directors, and on and after 1 April 2013
must have at least five directors;

(b) the majority of the board members must be non-executive directors;

(c) at least half of the board members must be independent directors;

(d) an alternate director,—
0] for a non-executive director must be non-executive; and
(i) for an independent director must be independent;

1

This table uses the rating scales of Standard & Poor’s, Fitch Ratings and Moody’'s Investors
Service. (Fitch Ratings’ scale is identical to Standard & Poor’s.)

12



10.

11.

(e) at least half of the independent directors of the bank must be ordinarily resident in
New Zealand,;

) the chairperson of the board of the bank must be non-executive, and on and after 1
April 2013 must be independent; and

(9) the bank’s constitution must not include any provision permitting a director, when
exercising powers or performing duties as a director, to act other than in what he or
she believes is the best interests of the company (i.e. the bank).

For the purposes of this condition of registration, “non-executive” and “independent” have the
same meaning as in the Reserve Bank of New Zealand document entitled “Corporate
Governance” (BS14) dated March 2011.

That no appointment of any director, chief executive officer, or executive who reports or is
accountable directly to the chief executive officer, is made in respect of the bank unless:

€)) the Reserve Bank has been supplied with a copy of the curriculum vitae of the
proposed appointee; and

(b) the Reserve Bank has advised that it has no objection to that appointment.

That a person must not be appointed as chairperson of the board of the bank unless:

(a) the Reserve Bank has been supplied with a copy of the curriculum vitae of the
proposed appointee; and

(b) the Reserve Bank has advised that it has no objection to that appointment.

That the bank has a board audit committee, or other separate board committee covering audit
matters, that meets the following requirements:

€)) the mandate of the committee must include: ensuring the integrity of the bank’s
financial controls, reporting systems and internal audit standards;

(b) the committee must have at least three members;

(c) on and after 1 April 2012 every member of the committee must be a non-executive
director of the bank;

(d) the majority of the members of the committee must be independent; and

(e) the chairperson of the committee must be independent and must not be the

chairperson of the bank.

For the purposes of this condition of registration, “non-executive” and “independent” have the
same meaning as in the Reserve Bank of New Zealand document entitled “Corporate
Governance” (BS14) dated March 2011.

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

That the banking group complies with the following quantitative requirements for liquidity-risk
management:

(a) the one-week mismatch ratio of the banking group is not less than zero per cent at the
end of each business day;

(b) the one-month mismatch ratio of the banking group is not less than zero per cent at
the end of each business day; and

(c) the one-year core funding ratio of the banking group is not less than 70 per cent at the
end of each business day.

For the purposes of this condition of registration, the ratios identified must be calculated in
accordance with the Reserve Bank of New Zealand documents entitled “Liquidity Policy”

13



(BS13) dated March 2011 and “Liquidity Policy Annex: Liquid Assets” (BS13A) dated
December 2011.

12. That the bank has an internal framework for liquidity risk management that is adequate in the
bank’s view for managing the bank’s liquidity risk at a prudent level, and that, in particular:

€)) is clearly documented and communicated to all those in the organisation with
responsibility for managing liquidity and liquidity risk;

(b) identifies responsibility for approval, oversight and implementation of the framework
and policies for liquidity risk management;

(c) identifies the principal methods that the bank will use for measuring, monitoring and
controlling liquidity risk; and

(d) considers the material sources of stress that the bank might face, and prepares the
bank to manage stress through a contingency funding plan.

13. That no more than 10% of total assets may be beneficially owned by a SPV.

For the purposes of this condition,—

“total assets” means all assets of the banking group plus any assets held by any SPV that are
not included in the banking group’s assets:

“SPV” means a person—

(@)

(b)

()

to whom any member of the banking group has sold, assigned, or otherwise
transferred any asset;

who has granted, or may grant, a security interest in its assets for the benefit of any

holder of any covered bond; and

who carries on no other business except for that necessary or incidental to guarantee

the obligations of any member of the banking group under a covered bond:

“covered bond” means a debt security issued by any member of the banking group, for which
repayment to holders is guaranteed by a SPV, and investors retain an unsecured claim on the

issuer.

14. That-

(@) no member of the banking group may give effect to a qualifying acquisition or business
combination that meets the notification threshold, and does not meet the non-objection
threshold, unless:

(i)
(i)

the registered bank has notified the Reserve Bank in writing of the intended
acquisition or business combination and at least 10 working days have passed; and

at the time of notifying the Reserve Bank of the intended acquisition or business
combination, the registered bank provided the Reserve Bank with the information
required under the Reserve Bank of New Zealand Banking Supervision Handbook
document “Significant Acquisitions Policy” (BS15) dated December 2011; and

(b) no member of the banking group may give effect to a qualifying acquisition or business
combination that meets the non-objection threshold unless:

(i)
(ii)

the registered bank has notified the Reserve Bank in writing of the intended
acquisition or business combination;

at the time of notifying the Reserve Bank of the intended acquisition or business
combination, the registered bank provided the Reserve Bank with the information
required under the Reserve Bank of New Zealand Banking Supervision Handbook
document “Significant Acquisitions Policy” (BS15) dated December 2011; and

14



(iii) the Reserve Bank has given the registered bank a notice of non-objection to the
significant acquisition or business combination.

For the purposes of this condition of registration, “qualifying acquisition or business combination”,
“notification threshold” and “non-objection threshold” have the same meaning as in the Reserve Bank
of New Zealand Banking Supervision Handbook document “Significant Acquisitions Policy” (BS15)
dated December 2011.

This condition of registration applies to acquisitions and business combinations to which a member of
the banking group intends to give effect on or after 1 April 2012.

In these conditions of registration,—

“banking group” means Bank of Baroda (New Zealand) Limited’s financial reporting group (as defined
in section 2(1) of the Financial Reporting Act 1993):

“generally accepted accounting practice” has the same meaning as in section 2 of the Financial
Reporting Act 1993.

15



7.

Pending proceedings or arbitration

As at the date of this disclosure statement, there are no pending proceedings or arbitration
concerning the Bank, whether in New Zealand or elsewhere, that may have a material
adverse effect on the Bank.

16



8. Credit rating

8.1 Rating information

The credit rating of the Bank is as follows:

Rating Agency Type of Rating Current Rating Outlook Qualifications

Fitch IBCA, Inc. Long-term BBB- Negative Nil
foreign currency
Issuer Default
Rating

On 18 June 2012 Fitch IBCA, Inc. changed the Bank’s credit rating outlook from stable to
negative. There have been no other rating changes for BOB within the last two years.

8.2 Applicable ratings scales

Long Term Debt Ratings Moody’'s S&P FITCH
Highest quality/Extremely strong capacity to pay interest and

principal Aaa AAA AAA
High quality/Very strong Aa AA AA
Upper medium grade/Strong A A A
Medium grade (lowest investment grade)/Adequate Baa BBB BBB
Predominately speculative/Less near term vulnerability to default Ba BB BB
Speculative, low grade/Greater vulnerability B B B
Poor to default/identifiable vulnerability Caa CCC CCC
Highest speculations Ca CcC CcC
Lowest quality, no interest C C C
Payment in default, in arrears — questionable value D D

Moody's applies numeric modifiers to each generic rating category from Aa to B, indicating
that the counterparty is (1) in the higher end of its letter rating category, (2) in mid-range, (3)
in lower end.

Fitch and S&P apply plus (+) or minus (-) signs to ratings from ‘AA to ‘CCC’ to indicate
relative standing within the major rating categories.

17



9. Historical summary of financial statements

$000’'s ®
For the year ended 31 March A AL A0 AL
Statement of comprehensive income
Interost expense 2,635 L724 660 3
P (831) (209) - -
Net interest income 1,804 1,515 660 3
Other income 746 265 (6,866) (1,753)
Total operating income 2,550 1,780 (6,206) (1,750)
Impairment losses on loans and advances (43) (32) - -
Other expenses (1,812) (1,554) (470) (133)
Net profit/(loss) before taxation 695 194 (6,676) (1,883)
Taxation (expense)/benefit - - - -
Net profit/(loss) after taxation 695 194 (6,676) (1,883)
Minority interests - - - -
Dividends paid - - - -
$000’'s
As at 31 March 2012 2011 2010 2009
Balance sheet
Total assets 60,563 52,922 40,102 39,142
Total individually impaired assets - - - -
Total liabilities 19,599 12,653 27 16,025
Total shareholder’s equity 40,964 40,269 40,075 23,117

@ The first accounting period for the Bank is the period from 27 May 2008 to 31 March 2009.

The amounts disclosed in this historical summary of financial statements have been taken from the
audited financial statements of the Banking Group, which were prepared in accordance with New

Zealand equivalents to International Financial Reporting Standards.

18



10.

Banking Group

At the date of this disclosure statement, the Bank does not have any subsidiaries and is the
only member of the Banking Group.

19



11.

Other material matters

There are no other matters relating to the business or affairs of the Bank, other than those
contained in this disclosure statement that, if disclosed, would materially affect the decision
of a person to subscribe for debt securities of which the Bank is the issuer.

20



12. Directors’ statements

Each Director of the Bank, after due inquiry, believes as at the date of signing that this
disclosure statement;

a. contains alfl the information that is required by the Order; and

b. is not false or misleading.

Each Director of the Bank, after due enquiry believes that for the year ended 31 March 2012;

a. the Bank has complied with all conditions of registration imposed by the Reserve
Bank of New Zealand under section 74 of the Reserve Bank Act 1989;

b. credit exposures to connected persons were not contrary to interests of the
Banking Group; and

c. the Bank has systems in place to monitor and control adequately the Banking
Group’s material risks, including credit risk, concentration of credit risk, interest
rate risk, currency risk, equity risk, liquidity risk, operational risk and other
business risks, and that those systems were being properly applied.

For and on behalf of all of the Directors of the Bank, this disclosure statement is dated at
Auckland, New Zealand this 29 June 2012 and signed by Navin Chandra Upreti as
responsible person.

_,40_!2@1@14

Navin Chandra Upreti 8
Managing Director
Bank of Baroda (New Zealand) Limited

21



13.

Independent auditors’ report

The independent auditors’ report on this disclosure statement is attached with the financial
statements for the Bank in Appendix 2 to this disclosure statement. The information required
by Schedule 1 of the Order is included in the independent auditor’s report.

22



14.

Financial statements

The financial statements for the Bank for the year ended 31 March 2012 are attached as
Appendix 2 to, and form part of, this disclosure statement. The information required by
Schedules 4,7,9,13,14,15,and 17 of the Order is set out in those financial statements.

23



Appendix 1: Guarantee

24



Avpendix 1: Guarantce

-

"
1

OOz &5 37w agicr  BankofBaroda

banhing with passion

Deed of Guarantee

rejating ta
ol indebtedness of Bank of Baroda (New Zealand) Uited 1o the
Creditors

Bank of Baroda
.,  Guarantor

Date 1308.2008

£o0 L D
ttdath !}'-:;aal .

L3
Ptz
S o s TRt S, W26, Slivedier, Tl s, o 400 061, R
Internatione! Bivision Bamda Corgoréle Centre, G-25, B-Block, Bandre-Kurta Complex, Mumbiat 400 051, india.

<1/ Phorie : §1 22 6698 5000-04, 6698 5425 [ e/ Fax: 81 22 2652 3508
#3237 { F-maii z gnuintemational bes@bankelbaroda.com 1 ¥ ¢ Wel: : wwbiankelbarads.com




Ai:i:enqix 1: Gasrantee

Y

TOO:zzs * %% 375 agigy  Bankof Baroda

. banking with passion
Contents
1. interpretafiom.. . 1
2, Guarantee and Indemnify 2
3,  Nature of guarahige obligalions . 3
- 4. i Paymerts 3
" 5, Assignment 4
6. HNofices ) ’ o &
7. Remedies ant walvers . 4
8, Miscellanecus 5
8, Governing law and jurisdicton 5

e

st
. K- a‘r:lsl‘.-ys;-' ]
s

o

ok,
T

ST s Star R R, W28, S, T e, §ad 400 051, 3R8

Infornational Division Barods Gorperate Gentre, G-26, G-Block, Bardra-Kurla Complex, Mumbal 400 051, Indla.

kY | Phone - 81 22 6598 §00D-D4, 6698 5426 [ e J Fax: 91 22 2652 8508
£ { Email : gmintemalional bso@benkotbapoda.com @ 9 ] Web swww.bankafberoda.cain

26




J1"*1313‘t'.’.11di:t: 1: Gnamm‘eé

100 :ss o 3imasier  BankofBaroda

banking with passion

This Brod of Guarastes is made on 137 August, 2008
by Bank of Barada (Guarantor)

lntmductioq U

A4 the reques! ofthe Bank, ihe Guaranter has:agreed to guaraniee 2l of the indebiedness of the Bank
to the Creditors on the terms of this Deed.

itis agreed

T interpretation

1.1
Definilions

In this Daedl

Bank means Baroda {MNew Zealand) Limited {ip be renamed Bank of Barodz {New 2ealand)
Limited);

Creditor means a person iv whom e Bank owes indebledness, including, for fhe
avoidam:-e of doubl, sny depesiior of the Bank; and

Guaranteed Indebtedness means &Y intlebtedness of the Bank io the Crediiers.

1.2

Constraction of cerlain references

In this Deed;

an agreement includes a contract, deed, Yoence, underiaking and other document or legally
anforceable arangemant in wiifing {present apd ftlure) and includes that document as
amended, assigned, novaled or substiluted from ime 1o dime;

a business day mﬁn:s.a day {otherfhan a Salurday or Sunday) on which regisiered banks
=re cpen for general banking business in Wellington 2nd, whera payment is required in -
foreign curreney, banks are open for business in the requires place of payment;

2 vonsent includes an epproval, aultherisetion, exempilon, fling, licence, order, permi,
resording and registrafion;

costs imsumred by a person Include all commissions, charges, losses, expenses (ncuding
legnl Jees ona sylicitor and own client basls) ahd 1axes incured by that person;

@ guaraniee means & swelyship, the economic effest of which Is 1o assume responsibifity
for the indebledness or oblinafions of another persan;

indebtedness includes any obligation twhether prexent or fulive, secured or unsenured,
joint or several, as prindpal, surety or otherwise) relating o the payment of money;

ihe higuidation of a person Includes the dissoiulion, adminisiration, winding-up and
bankruptey of that person end any analogous procedure inder the Jaw of any jurisdiction in
which that pereon is inserporated, dorniciled, carvies on business or has property:

e omiRte S, W26, i, wyﬁm Fe3 400 0581, MRw

T Y el et e e ——— -

1 B Msitm Barotla Corporate Cenlte, €28, &-Blotk, Bandra-Kurla Complex, Mumbad 408 0541, India.
7 /Phione; 9% 22 6668 5000-04, 6668 5426 I ee / Fax 1 8122 2652 3509 1
ST, e gm.intemationalboc@bankolharada.com T 3% £ Web sywwwbankofbsiada.com
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a person ncludes an indlvidual, baody curpo!aie. en'assoslalion of persons {whether
eprporate or not}, ainst, & slate, an agency of a state and any ofher entily {in each case,
established for lawiyl purposes and whether or nol having separsle legal personalily);

property includes the wholeand any par of the felevant perstn's business, assels,

- undenzking, revenues and rights (in each tase, present and future), and reference to any

properly includes any legal or equitable Infenestin 1 .

writing inciudes en sulkentisated SIVIFT message, facslmile transmission, 2n email
commnication and any means of reprotucing words In a tangible and permanenily visible
form; -

& relerence to 2 parly, lauss, schedule or annexure is s feference fo u parly to, tlause of,
schedule io or antexure fo, this Deed;

the' word inciuding when introdusing ah example does not it the meaning of the words io
which the example relaies;

an aareement, representafion or undertaking given by ihe Guerartor in Taveu of two or more
persons is for he banefit of them jolntly and each of them severally; toihe exdent of
cumulative indebledness only;

8 gender includas edch viher gonder
the sinoular Includes the plural and vice verss; .

where a werd or phrese is defined, fis clber gremmalical forms have & coresponding
meaning; and

any legislalion 1ndud'é$ a modificaion and re-enasiment of, legislation ehacled In
snbsifution for, and 2 reoulalion, order-in-couincii and other instrument from time to time .
lssued or matie under, that legisiation.

21
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HMeadings and the table of conlenis are 10 be ignored in consinring this Deed.

Guarantee and indemnity

Cuarantee

The Guaranior uneprdiionaly =nd jrevocably guarantees 1o the Creditors due paymentby
fhe Bank of the Guaraniesd Indebledness,

Payment

The Buaranter underiakes fo the Creditors hat 7, Tor any reason, the Bank does not pay fo
the Creditoss when due (whether by.zooelerstion or otherwize) eny Guarantoed
Indebiedness, itwhl pay the relevant asmoint 1o each relevant Creditor immetilately on
recsiving awritten demand from the Creditor accompanled by proof of the relevant
Guaranteed Indebledness.

Unenforceability of obligations

As a separste and eontinuing underkaking, the Guarantor u'ncunﬂiﬁunally #nd Imevoczbly
underiakes to the Crediiors that, should any Guaranieed Indebledness not be recoversble

/Z:r::\ vy | A S 26, sheire, el s, el 400 051, Rt
e ﬁ Inte
2a

yraticna! Division Baoda Comporate Centre, G-26, G- Block, Bandra-Kuria Gomplex, Mumbal 400 051, India,

81 22 6695 5000-04, 6688 5426 I} W/ Fox 1 94 22 2652 3509
+ gm.internationat bre@bankofbaroda.com 1 e/ Web : wwwbankofbaroda.com

28



Appendix 1: Guarantee

B

10 vEsRs OB 3E EE?ET Bankofﬁamﬁa

banking with passion
{#) = delectIn or lack of powers of the Bank or the Guarantor or the irequler exercise of fhose
powers; or
{b)  adefectin or Jack of austhority by @ person purporting to act on behel of the Bankor =~~~ " "™

the Guarantor; of

{t) =legal or othar limitstion (whether under the Linitation Act 1950 or olfienwiss), disability or
incapacity of the Bank or the Guarantor; or

(d} aliquidalion, amalgamation, change in siztus, constilution or confrol, reconsirustion or
reorganisation of fhe Bank or the Guaranior {or the commencement of steps {o effecl the same),

it will, &5 2 sole and independent obligation, pay to the Credilors on demand the amouwit 2t the
Credilors would otherwise have been able io recover {on & full indemnity basis). in thls clause, he
expression “Guarantesd Indebtedness” includes any indebtedness thet would have been Included n
that expression but for anything referred o in s clatee, . .

Neture of guarantee obligations

3.2

Liability as sole principal debtoy

As between the Buarantor and the Credilors {but without alffesiing the obligalions of the Banl) the
- Guarantor is liable Under this Dead in relation lo the Guzranteed Indebiedness as i 5 were fhe sole and

principal debtor, However, the Bank wil-be dischasged from Hs obligations in respect of any

Guaranieed Indebtedness 1o the extent of any payment made by the Buarantor in relation jo that
Guaranieed Indebledness. -

No discharge

The Guaranior is not dischanged, nor are its ohligaflons affected, by:
{2} apy time, inditlgence, walver or consent at any time glven 1o the Bank; or

)  an emendment {however findamental) 1o, or feplacement of, any agreement; or

©) e ﬁquidat[on, amatgamztion, change In status, Sonstitution or eonlrol, reconstruction or
reorganisalion of the Bank (or the commencement of steps to effect any of theze),

Paymenis

Mode of payments

Eath paym'en! fo a Credilor under fis Deed 1s lo be mate on the due date in Immediztely svallable
fre;ly fransferable funds in the menner that the Creditor, by notice to the Suarantor, specifies from Hme
1o fime,

Payments 1o be free and clear
Each peyment by the 'Guaranlor to 2 Creditor under this Deed [s to be made:!

{a) free of any restriction or condition; and

-.-leu:c'\':'q. a2 bl .

LHAFT : By eniRe e, o6, i, gl s, FwE 400 051, e

[ (5 _merrp;t:},:‘_ﬁal Division Beroda Corporale Cenlre, G-26, G-Block, Bandraeitula Gomplex, Mumisal 400 051, Ingia.
2 *@'ﬁ‘_’?".thne;S‘l 22 6509 5A00-04, 6608 5426 1 Fam} Fax : 94 22 2652 3500 .

'- - . . =3 -
;‘??“p%.::’ i ;ngn{a'natmnal.bcc@bankomaroda.cum B T=ﬁmfi.'et;::v.r'ww.lazmkc»iharmm.t:i:m
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(b} Tree and clesr of and without zny deduction or withhelding for or on account of tax or
. on another actount, whether by way of sel-off, counterclaim or otherwise {except to
. o - ~Jdheextent required by law). - . T e e

10 OYEA 85

banking with passien

A.3 Reinstatement
)i & payment made by the Guarantor fo a Creditor pursusnt o this Deed is avoided by
lavi

{8) that payment will be deermed not to have discharged or affected the relevant obligation
. - of the Guaranton and

{b) that Creditor and the Guarantor will be deemed o be restored to the posilioh in which
each would have been if that payment had not been made,

"5, Assignment .
Neither the Guarantor nor a Credlior may assign of transfer any of its rights or phligattons
under this Desd.
&. Notices

B.9 Addresses and references

Each notice or other communication under thié Deed Is to be made in wriing and sent by
SWIFT messaging, persona! defivery or post {o the addressee at the address, and marked
for the aftention of the person or office helder (if any), from time o ¥me designated for the
purpose by the addressee io the olher parly. The SWIFT code, address and selevant
person or office holder of the Guaranter, and the address and relevant PETSEN Of ofice
holdet of the Bank, Is setout in the Schedule, -

6.2 Deemed delivery
No communlcation vill be effeclive unlil recejved in legible form.

7. Remedies and waivers

7.1 Exercise of rights and waivers
Time is of he essence in respect of al) dates and dmes for compllance by the Guarantor
with ihe Guaranter's obligafions undet this Peed, However, Tallure 1o exerdise, apd delay
In exercising, a right of a Crediter under fhis Deed will not operate as a walver of that righf,
subject to laws of limitafion, nor will a single of pariil exerclse of a right preciude another
cr furber exercise of that ¥ight or the exercise of another.fight. No waiver by a Credltor of
giagé _?redﬂar’s righis wnder this Deed is effeclive unless it Js in wiiting signed by that
redior,

7.2 Remedies cumulative

The rights of the Creditors under this Deed ere &amulative and not exclusive of any rights
provided by law.

rERTeEiE SR, -26, “Iwaiiay, gl wiEde, 525400 051, wRa

ftﬂihté’ﬁ'ﬁ'm\o‘ @ Divislon Baroda Corporale Centre, C-26, S-Block, Bandra-Kuria Comples, Mumbal 400 054, Indla,
i | POREY\01 22 6608 5000-04, 5658 6426 D e/ Fax : 91 22 2652 3508
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8. Miscellaneous

8.1 Partial Invalldity
The jllegalily, invalidily o unenforceability of & provislon of this Dese under any law will
not affect the legaiity, validity or enforceability of that provisien under another law or the
legality, valldity or enforcesbilily of ansther-person.

8.2 Enforcement by Craditors

For ihe purposes of the Coniraels (Privity) Act 1982, the Guarantor acknowledges angt
accepis that its obligations unider this Desd shall be enforceable by the Creditors,

9. Governing law and jurisdiction

8.1 Governing law
This Deett js govemed by and s to be construed In accordance with New Zeatand iaw,

9.2 In New Zealand

Each of the parles Imavooably end unconditionally agrees fhat the Cowris of New
Zealand shall have Jurisdiction 1o hear and determine each sult, acfion or proceeding
{proteadings), and 1o sefile dispules, thet may =rise cut of or i connection with this
Deed and for these purposes inavocably submits to the jurisdistion of these courts.

8,3 Service in New Zealand

The Guarantor agrees ihai the provess by which any sult, aetion or proceeding in New
Zealand Is begun may be setved on [t by being delivered 1o the Bank without prejudice
1o any ether lawful means of service, The address and relevant person or office holder
of the BankIs st out In the Schedule, '

"~ -

BN . .
:«m—m '
3 Ly A g 2 11?—23, WJW‘WM)M"WQS’L MRT

i
. International-Bivislpli Barode Corporate Centre, G-26, G-Block, Bandre-Xora Complext, Mumbai 400 051, India,
uﬁw;epgf;e":—‘gf),ggﬁsa 5000-04, 8698 5426 1 Wt/ Fax: 1 22 2662 8508
&% ] E-mel : gmdnternational, bec@henkofbareds,com 0 341 Web : www.bankofbaroda.com
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Execution .

Eveclizd a5 2 deed

This Deed of Gauranies In favour of the
Creditors of Bank of Barada (New Zealand)
Lirniied is executed on ihis the 4™ day of
August 2008 by Sank of Bareda, a body
corpojate constiluled under the Banking
Companies {Acguisifion & Trensfer of
Undenekings) Act, 1970 and having its
Head Office at Mandvi, Barcda, Intla and
ils Gorporate Diice at Baroda Comporele
Cenire, G-26, G-Biock, Bandra, Kurle
Compiex, Bandra (East), Mumbal, Indls, by
fis aftorney in the presence of :

ﬂ")/

Witnéss Bigppfing

BHAGAT SINGH BISHT

Frini Name

L}
Assit, General Manager
{International Cperations)

Oceupation

Baroda Corporate Cente
GC-26, G- Block

Bandra Kurla Complex
Mumbal - 400 851

INDIA

Address

g —

Aftceney - - '

RAJENDRA KUMAR GARG
Frint Netne

, 26, hessiies, rgr el e, 2 DD 051, SRR

v, Fogd
Intamalional bﬁ{%@f{w Corporale Cenlre, G-26, G-Elock, Bandra-Kurla Complex, Mumbai 400 051, ndia.
4=/ Phone : 91 22 6588 5000-04, 8808 5426 [ G/ Fay: 91 22 2552 3509

S35 J E-mal : am.internationzl beo@bankofraroda.com § 33 / Web : www.barkofearoga.com
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-
The Schedule
Party Details
. GSuarantor Detsils
T Name C Bank of Barmda
Address for Nofices Plot No. C-28, G-Blook,
. Bandra-Kurla Comples,
Bandra {East), Mumbsal ~400051,
India,
Allention General Manager {iImemztional
Operations)
Telephone Humber +91-20.56585454/5425
Email ‘ gn.intermational hoe@bankafbarode com
SWIFT Code BARBINBBXXX
Bank Detajls
Name : Bank of Baroda {New Zealand) Limited
Address for Noliees The Bank’s registered office
Attention ) . Maneging Director
- . :—?\\-
= 7
SR A R, 26, i, wREEEeRde, ot 400 051, vRn
InternationANDIvigibh da Corporale Coptre, G-26, G-Blork, Banta-Kuwila Complex, Mumbal 460 069, ndla.
57/ Phone rBR0? BESB 5000-04, 6508 5426 D Wwe/ Fau» 09 22 2652 3500

$35e1 { E-mail £ ¢ -gminlematinnal.baa@banko}baroda.nnm 0 31/ Web ¢ wwawbankofbarodz.com
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Bank of Baroda (New Zealand) Limited

Company Number 2135104

Financial Statements for the year ended 31 March 2012
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Independent Auditors’ Report
To the shareholder of Bank of Baroda (New Zealand) Limited

Report on the Financial Statements (excluding Supplementary
Information Relating to Capital Adequacy)

We have audited pages 39 to 79 of the Disclosure Statement of Bank of Baroda (New Zealand) Limited (the
‘Bank’) which consists of the financial statements and the supplementary information (excluding the
supplementary information relating to capital adequacy disclosed in Note 45) required by Schedules 4, 7,
13 to 15 and 17 of the Registered Bank Disclosure Statements (New Zealand Incorporated Registered
Banks) Order 2012 (the ‘Order’). The financial statements comprise the balance sheet as at 31 March 2012,
the statement of comprehensive income, statement of changes in equity and cash flow statement for the
year then ended, and a summary of significant accounting policies and other explanatory information for
the Bank.

Directors’ Responsibility for the Financial Statements

The Directors of Bank of Baroda (New Zealand) Limited (the ‘Directors’) are responsible for the Disclosure
Statement, which includes financial statements prepared in accordance with Clause 21 of the Order and
generally accepted accounting practice in New Zealand and that give a true and fair view of the matters to
which they relate. The Directors are also responsible for such internal controls as the Directors determine
are necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

In addition, the Directors are responsible for including supplementary information in the Disclosure
Statement which complies with Schedules 2, 4, 7, 13 to 15 and 17 and Clause 21 of the Order.

Auditors’ Responsibility

Our responsibility is to express an opinion on the financial statements and the supplementary information
(excluding the supplementary information relating to capital adequacy disclosed in Note 45) disclosed in
accordance with Schedules 4, 7, 13 to 15 and 17 of the Order and presented to us by the Directors. We
conducted our audit in accordance with International Standards on Auditing (New Zealand) and
International Standards on Auditing. These 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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgement, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditors consider the internal controls relevant to the Bank’s
preparation of financial statements that give a true and fair view of the matters to which they relate in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Bank’s internal controls. 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 that the evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

We carry out other assignments on behalf of the Bank in the area of other assurance related services. In
addition, certain partners and employees of our firm may deal with the Bank on normal terms within the
ordinary course of trading activities of the Bank. These matters have not impaired our independence as
auditors of the Bank. We have no other interests in the Bank.

Opinion

In our opinion, the financial statements on pages 39 to 79 (excluding the supplementary information
disclosed in accordance with Schedules 4, 7, 9, 13 to 15 and 17 of the Order and included within the balance
sheet and Notes 27, 29, 30, 42, 43, 44 and 45):

(6))] comply with generally accepted accounting practice in New Zealand;
(60))] comply with International Financial Reporting Standards; and
(iii) give a true and fair view of the financial position of the Bank as at 31 March 2012, and its financial

performance and cash flows for the year then ended.

PricewaterhouseCoopers, 188 Quay Street, Private Bag 92162, Auckland 1142, New Zealand
T: +64 (9) 355 8000, F: +64 (9) 355 8001, www.pwc.com/nz
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Report on Other Legal and Regulatory Requirements (excluding
Supplementary Information Relating to Capital Adequacy)

In our opinion, the supplementary information (excluding the supplementary information relating to
capital adequacy in Note 45) prescribed by Schedules 4, 7, 13 to 15 and 17 of the Order fairly states the
matters to which it relates in accordance with those Schedules.

We also report in accordance with the requirements of Sections 16(1)(d) and 16(1)(e) of the Financial
Reporting Act 1993 and Clauses 2(1)(d) and 2(1)(e) of Schedule 1 of the Order. In relation to our audit of
the financial statements (excluding the supplementary information relating to capital adequacy disclosed
in Note 45) for the year ended 31 March 2012:

1) we have obtained all the information and explanations that we have required; and

(i) in our opinion, proper accounting records have been kept by the Bank as far as appears from an
examination of those records.

Report on the Supplementary Information Relating to Capital Adequacy

We have reviewed the supplementary information relating to capital adequacy as disclosed in Note 45 of
the financial statements of the Bank for the year ended 31 March 2012.

Directors’ Responsibility for the Supplementary Information Relating to Capital
Adequacy

The Directors are responsible for including supplementary information relating to capital adequacy
prepared in accordance with Schedule 9 of the Order.
Auditors’ Responsibility

Our responsibility is to express an opinion on the supplementary information relating to capital adequacy,
disclosed in Note 45, based on our review.

We are responsible for reviewing the disclosures in order to state whether, on the basis of the procedures
described below, anything has come to our attention that would cause us to believe that the supplementary
information is not, in all material respects:

(i) prepared in accordance with the Bank’s conditions of registration; and

(i) disclosed in accordance with Schedule 9 of the Order;

and for reporting our findings to you.

We conducted our review in accordance with review engagement standard RS-1 Statement of Review
Engagement Standards issued by the New Zealand Institute of Chartered Accountants. A review is limited
primarily to enquiries of Bank personnel and analytical procedures applied to financial data, and thus
provides less assurance than an audit. We have not performed an audit on the supplementary information
relating to capital adequacy disclosed in Note 45 and, accordingly, we do not express an audit opinion on
that supplementary information.

Opinion

Based on our review procedures, which are not an audit, nothing has come to our attention that causes us

to believe that the supplementary information relating to capital adequacy disclosed in Note 45, as
required by Schedule g of the Order, is not in all material respects:

(6))] prepared in accordance with the Bank's conditions of registration; and
(i) disclosed in accordance with Schedule 9 of the Order.

Restriction on Distribution or Use

This report is made solely to the Bank’s shareholder. Our work has been undertaken so that we might state
to the Bank’s shareholder those matters which we are required to state to them in an auditor’s report and
for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the Bank and the Bank’s shareholder, for our audit work, for this report, or for the
opinions we have formed.

o

29 June 2012

Chartered Accountants Auckland



BANK OF BARODA (NEW ZEALAND) LIMITED
FINANCIAL STATEMENTS
For the year ended 31 March 2012

STATEMENT OF COMPREHENSIVE INCOME 2012 2011
For the year ended 31 March 2012 Notes $'000 $'000
Interest income 2 2,635 1,724
Interest expense 2 (831) (209)
Net interest income 2 1,804 1,515
Net gains/(losses) on financial instruments at fair 3 - -
value through profit or loss

Other income 4 746 265
Total operating income 2,550 1,780
Operating expenses 5 (1,812) (1,554)
Impairment losses on loans and advances 6 (43) (32)
Net profit before taxation 695 194
Taxation (expense)/benefit 7 - -
Net profit after taxation 695 194

Net change in available-for-sale reserve (net of tax) - -
Net change in cash-flow hedge reserve (net of tax) - -
Foreign currency translation reserve - -

Total other comprehensive income - -

Total comprehensive income 695 194

The accompanying notes form an integral part of these financial statements.
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BANK OF BARODA (NEW ZEALAND) LIMITED
FINANCIAL STATEMENTS
For the year ended 31 March 2012

STATEMENT OF CHANGES IN EQUITY Notes Share Retained Total
For the year ended 31 March 2012 Capital Earnings $'000
$'000 $'000

Balance at 1 April 2011 26 40,000 269 40,269
Profit for the year - 695 695
Total comprehensive income for the year - 695 695
Balance at 31 March 2012 26 40,000 964 40,964
Balance at 1 April 2010 26 40,000 75 40,075
Profit for the year - 194 194
Total comprehensive income for the year - 194 194
Balance at 31 March 2011 26 40,000 269 40,269

The accompanying notes form an integral part of these financial statements.
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BANK OF BARODA (NEW ZEALAND) LIMITED
FINANCIAL STATEMENTS
For the year ended 31 March 2012

Assets

Cash and cash equivalents g 768 1,078
Balances due from related parties 20 3,006 1,790
Due from other financial institutions 10 36,800 41,400
Financial assets at fair value through profit or loss 11 - -
Available-for-sale assets 12 - -
Loans and advances 13 18,527 7,983
Property, plant and equipment 16 1,120 483
Intangibie assets 17 - -
Current taxation 8 - -
Deferred tax asset 8 - -
Other assets 18 342 188
Total assets 60,563 52,922
Liabilities

Due to other financial institutions 19 - -
Balances due to related parties 20 356 1,022
Deposits and other borrowings 21 19,100 11,559
Debt securities issued 22 - -
Current taxation 8 - -
Other liabilities 23 143 72
Term suberdinated debt 25 - -
Total liabilities 19,599 12,653
Shareholders’ equity

Share capital 26 40,000 40,000
Reserves 26 964 268
Total shareholders’ equity 40,964 40,269
Total shareholders’ equity and liabilities 60,563 52,922
Total interest earning and discount hearing assets 58,098 51,156
Total interest and discount bearing liabilities 18,602 10,820

For and on behalf of the Board

Director %
-~

Autherised for issue on 29 June 2012

The accompanying notes form an integral part of these financial statements
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BANK OF BARODA (NEW ZEALAND) LIMITED
FINANCIAL STATEMENTS
For the year ended 31 March 2012

CASH FLOW STATEMENT 2012 2011
For the year ended 31 March 2012 Notes $'000 $'000
Cash flows from operating activities

Interest received 2,568 1,587
Fees and other income 746 265
Operating expenses paid (1,685) (1,379)
Interest paid (831) (209)
Taxes paid - -
Net cash flows from operating activities before 798 264
changes in operating assets and liabilities

Net changes in operating assets and liabilities:

(Increase)/decrease in financial assets held for trading - -
Decrease/(increase) in available-for-sale-assets - -
Increase in loans and advances (10,544) (7,983)
Decrease/(increase) in balances due from other

financial institutions - -
Increase in deposits and other borrowings 7,541 11,559
(Decrease)/increase in balances due to related parties (666) 1,022
Increase in balances due to financial institutions - -
(Increase) in other assets (87) (13)
Increase/(decrease) in other liabilities and provisions - 45
Net cash flows from operating activities (2,958) 4,894
Cash flows from investing activities

Purchase of property, plant and equipment (736) (263)
Purchase of intangible software assets - -
Purchase of customer relationships - -
Net cash flows from investing activities (736) (263)
Cash flows from financing activities

Issue of shares - -
Capital injection from shareholders - -
Proceeds from term subordinated debt - -
Proceeds from related parties - -
Increase in debt securities issued - -
Dividends paid - -
Net cash flows from financing activities - -
(Decrease)/increase in cash and cash equivalents (3,694) 4,631
Add opening cash and cash equivalents 44,268 39,637
Effect of exchange rate changes on cash and cash - -
equivalents

Closing cash and cash equivalents 40,574 44,268
Represented by:

Cash and bank balances 9 768 1,078
Short term deposits 10 36,800 41,400
Deposit/cash held with related parties 20 3,006 1,790
Closing cash and cash equivalents 40,574 44,268

The accompanying notes form an integral part of these financial statements.
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CASH FLOW STATEMENT 2012 2011
For the year ended 31 March 2012 $'000 $'000
Reconciliation of net profit after taxation to net

cash-flows from operating activities

Net profit/(loss) after taxation 695 194
Non cash movements:

Unrealised fair value adjustments - -
Depreciation 99 130
Amortisation of intangibles - -
Increase in collective allowance for impairment losses 43 32
Increase in individual allowance for impairment losses - -
(Increase)/decrease in deferred expenditure - -
Unsecured lending losses - -
Unrealised foreign exchange loss/(gain) - -
(Increase)/decrease in deferred taxation - -
Increase in operating assets and liabilities 142 162
(Increase)/decrease in financial assets at fair value

through profit or loss - -
Decrease/(increase) in available-for-sale assets - -
Increase in loans and advances (10,587) (8,015)
Decrease/(increase) in balances due from other

financial institutions - -
Increase in deposits and other borrowings 7,541 11,559
Increase in balances due to other financial institutions - -
Increase in other liabilities 71 45
Increase in interest receivable (67) (129)
(Decrease)/increase in balances due to related parties (666) 1,022
Increase in current taxation - 69
Increase in other assets (87) (13)
Net cash flows from operating activities (2,958) 4,894

The accompanying notes form an integral part of these financial statements.
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1. STATEMENT OF ACCOUNTING POLICIES
GENERAL ACCOUNTING POLICIES

The reporting entity is Bank of Baroda (New Zealand) Limited (the “Bank”). The Bank is registered under the Companies Act
1993 and is incorporated in New Zealand. These financial statements have been drawn up in accordance with the requirements
of the Companies Act 1993, the Financial Reporting Act 1993, and the Registered Bank Disclosure Statements (New Zealand
Incorporated Registered Banks) Order 2012. They were approved for issue by the Directors on 29 June 2012. The address of
its registered office is 114 Dominion Road, PB No. 56580, Post Code 1446, Auckland, New Zealand.

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

Basis of preparation

The financial statements have been prepared under the historical cost convention, as modified by the revaluation of available-
for-sale financial assets, and financial assets and financial liabilities (including derivative instruments) at fair value through profit
or loss.

Critical accounting estimates and judgements

The preparation of financial statements in conformity with NZ IFRS requires the use of certain critical accounting estimates. It
also requires management to exercise its judgement in the process of applying the Bank’s accounting policies.

Estimates, judgements and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised and in any future periods affected.There have been no material
estimates or judgements in the preparation of these financial statements.

Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements are set out below. These policies have
been consistently applied to all the years presented, unless otherwise stated.

Interpretations issued but not yet effective

The following new standards and amendments to standards relevant to the Bank are not yet effective and have not yet been
applied in preparing the financial statements.

. NZ IFRS 9 Financial Instruments: Classification and Measurement - If this standard is not early adopted it will be
effective for the 2016 financial year end. The major changes under the standard are that:

. NZ IFRS 9 replaces the multiple classification and measurement models in NZ IAS 39 Financial Instruments:
Recognition and Measurement with a single model that has two classification categories: amortised cost and fair
value;

. A financial asset is measured at amortised cost if two criteria are met: a) the objective of the business model is to
hold the financial assets for the collection of the contractual cash flows, and b) the contractual cash flows under
the instrument solely represent the payment of principal and interest;

. If a financial asset is eligible for amortised cost measurement, an entity can elect to measure it at fair value if it
eliminates or significantly reduces an accounting mismatch;

. There will be no bifurcation of an embedded derivative where the host is a financial asset;

. Equity instruments must be measured at fair value however, an entity can elect on initial recognition to present
the fair value changes on an equity investment directly in other comprehensive income. There is no subsequent
recycling of fair value gains and losses to profit or loss, however dividends from such investments will continue to
be recognised in profit and loss; and

. If an entity holds a tranche in a waterfall structure it must determine the classification of that tranche by looking
through to the assets ultimately underlying that portfolio and assess the credit quality of the tranche compared
with the underlying portfolio. If an entity is unable to look through, then the tranche must be measured at fair
value.

* |FRS 13 Fair Value Measurement is effective for the year beginning 1 January 2013. It establishes a single source of
guidance under IFRS for determining the fair value of assets and liabilities. It also expands the disclosure
requirements for all assets or liabilities carried at fair value. This includes information about the assumptions made
and the qualitative impact of those assumptions on the fair value determined. The bank is yet to assess the full impact
of IFRS 13.
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1. STATEMENT OF ACCOUNTING POLICIES (Continued)

Foreign currency translation
Functional and presentation currency

Items included in the financial statements of the Bank are measured using New Zealand dollars, the currency of the primary
economic environment in which the Bank operates (“the functional currency”). The financial statements are presented in New
Zealand dollars and rounded to thousands unless otherwise stated.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the date of the
transaction or valuation where items are remeasured. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at year-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the statement of comprehensive income, except when deferred in equity as qualifying cash flow
hedges.

Segment reporting

A business segment is a group of assets and operations engaged in providing products or services that are subject to risks and
returns that are different to those of other business segments. A geographical segment is engaged in providing products or
services within a particular economic environment and is subject to risks and returns that are different from those of segments
operating in other economic environments.

Revenue recognition

Revenue is recognised to the extent that it is probable that economic benefit will flow to the Bank and that the revenue can be
reliably measured. The principal sources of revenue are interest income, fees and commissions.

Interest income and expense

Financial instruments are classified in the manner described in the financial assets and liabilities sections below. Some are
measured by reference to amortised cost, others by reference to fair value.

For financial instruments measured at amortised cost, interest income and expense is recognised on a time-proportion basis
using the effective interest method. When an instrument is impaired, the Bank reduces the carrying amount to its recoverable
amount, being the estimated future cash flow discounted at the original effective interest rate of the instrument, and continues
unwinding the discount as interest income. Interest income on impaired loans is recognised using the original effective interest
rate.

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

Lending fees

Fees and direct costs relating to loan origination, financing or restructuring and to loan commitments are deferred and amortised
to interest income over the life of the loan using the effective interest method. Lending fees not directly related to the origination
of a loan are recognised over the period of service.

Commissions and other fees

When commissions or fees relate to specific transactions or events, they are recognised in the statement of comprehensive
income when the service is provided to the customer. When they are charged for services provided over a period, they are
taken to other income on an accruals basis as the service is provided.

Other income

Dividend income is recorded in the statement of comprehensive income when the Bank’s right to receive the dividend is
established. Realised and unrealised gains and losses from re-measurement of financial instruments at fair value through profit
or loss are disclosed separately in the statement of comprehensive income.

Expense recognition

Operating lease payments are recognised in the statement of comprehensive income on a straight-line basis over the term of

the lease, unless another systematic basis is more representative of the time pattern of the benefit received. All other expenses,
excluding interest expense, are recognised in the statement of comprehensive income on an accrual basis.
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1. STATEMENT OF ACCOUNTING POLICIES (Continued)
Financial assets
Classification

The Bank classifies its financial assets in the following categories: at fair value through profit or loss; loans and receivables;
available for sale and held to maturity. The classification depends on the purpose for which the financial assets were acquired.
Management determines the classification of its financial assets at initial recognition.

Financial assets at fair value through profit or loss

Assets in this category are either held for trading or designated at fair value through the profit or loss at inception. A financial
asset is classified in this category if acquired principally for the purpose of selling in the short-term, if it eliminates an accounting
mismatch or if it is managed by the Bank on a fair value basis. Derivatives are categorised as held for trading unless they are
designated as hedges. Assets in this category are classified as current assets.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market. They are included in current assets, except for maturities greater than 12 months after the balance sheet date. These
are classified as non-current assets. The Bank’s loans and receivables generally comprise advances to customers, trade and
other receivables and cash and cash equivalents in the balance sheet.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this category or not classified in any of the
other categories. They are included in non-current assets unless management intends to dispose of the investment within 12
months of the balance sheet date.

Held to maturity

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed maturities that
the Bank’s management has the positive intention and ability to hold to maturity. If the Bank were to sell other than an
insignificant amount of held-to-maturity assets, the entire category would be reclassified as available for sale.

Recognition and measurement

Regular purchases and sales of financial assets are recognised on the trade-date — the date on which the Bank commits to
purchase or sell the asset. Investments are initially recognised at fair value plus transaction costs for all financial assets not
carried at fair value through profit or loss. Financial assets carried at fair value through profit or loss are initially recognised at
fair value and transaction costs are expensed in the statement of comprehensive income. Financial assets are derecognised
when the rights to receive cash flows from the investments have expired or have been transferred and the Bank has transferred
substantially all risks and rewards of ownership. Available-for-sale financial assets and financial assets at fair value through
profit or loss are subsequently carried at fair value. Loans and receivables and held to maturity investments are carried at
amortised cost using the effective interest method.

Gains or losses arising from changes in the fair value of the ‘financial assets at fair value through profit or loss’ category are
presented in the statement of comprehensive income in the period in which they arise. Dividend income from financial assets at
fair value through profit or loss is recognised in the statement of comprehensive income as part of other income when the
Bank'’s right to receive payments is established.

Changes in the fair value of monetary securities denominated in a foreign currency and classified as available for sale are
analysed between translation differences resulting from changes in amortised cost of the security and other changes in the
carrying amount of the security. The translation differences on monetary securities are recognised in profit or loss; translation
differences on non-monetary securities are recognised in equity. Changes in the fair value of monetary and non-monetary
securities classified as available for sale are recognised in equity.

When securities classified as available for sale are sold or impaired, the accumulated fair value adjustments recognised in
equity are included in the statement of comprehensive income as other income.

Interest on available-for-sale securities calculated using the effective interest method is recognised in the statement of
comprehensive income as part of interest income. Dividends on available-for-sale equity instruments are recognised in the
statement of comprehensive income as part of other income when the Bank’s right to receive payments is established.

The fair values of quoted investments are based on current bid prices. If the market for a financial asset is not active (and for
unlisted securities), the Bank establishes fair value by using valuation techniques. These include the use of recent arm’s length
transactions, reference to other instruments that are substantially the same, discounted cash flow analysis, and option pricing
models making maximum use of market inputs and relying as little as possible on entity-specific inputs.

The Bank assesses at each balance sheet date whether there is objective evidence that a financial asset or a group of financial
assets is impaired. The impairment testing of loans and receivables is described further below in the asset quality section.
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1. STATEMENT OF ACCOUNTING POLICIES (Continued)
Financial liabilities

The Bank classifies its financial liabilities in the following categories: at fair value through profit or loss; or other financial
liabilities. The classification depends on the purpose for which the financial liability was entered into. Management determines
the classification of its financial liabilities at initial recognition.

Financial liabilities at fair value through profit or loss

Liabilities in this category are either held for trading or designated at fair value through the profit or loss at inception. A financial
liability is classified in this category if entered into principally for the purpose of selling in the short-term, if it eliminates an
accounting mismatch or if it is managed by the Bank on a fair value basis.

Liabilities in this category are measured at fair value.

Derivative liabilities that do not meet the criteria for hedge accounting are classified as held for trading and measured at fair
value through profit or loss.

Other financial liabilities

This category includes all financial liabilities other than those at fair value through profit or loss. Liabilities in this category are
measured at amortised cost and include:

Due to other banks
This represents amounts due to other banks, apart from those designated as at fair value through profit or loss.
Deposits from customers

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

Other liabilities

Other liabilities include the accrual of interest coupons and fees payable. For derivatives any accrued interest is recognised and
measured as part of the derivative’s fair value.

Subordinated debt

Subordinated debt is recognised in the balance sheet including accrued interest as both components are subordinate to other
liabilities. When fair value hedge accounting is applied to fixed rate subordinated debt, the carrying value at amortised cost is
adjusted for changes in fair value related to the hedged risk.

Other financial liabilities are recognised initially at fair value net of transaction costs incurred. Other financial liabilities are
subsequently stated at amortised cost; any difference between proceeds net of transaction costs and the redemption value is
recognised in the statement of comprehensive income over the period of the borrowings using the effective interest method.

Derivative financial instruments and hedge accounting

Derivatives, including foreign exchange contracts, forward rate agreements, futures, options, interest rate swaps and currency
swaps, are used as part of the Bank’s financial market activities and to hedge certain assets and liabilities. The Bank
recognises derivatives in the balance sheet at their fair value on the date at which the derivative contract is entered into and
subsequently remeasured at fair value. Fair values are obtained from market yields and discounted cash flow models or option
pricing models as appropriate. Derivative assets are the fair value of derivatives which have a positive fair value. Derivative
liabilities are the fair value of derivatives which have a negative fair value.

All derivatives that do not meet the criteria for hedge accounting under NZ IAS 39 are classified as at fair value through profit or
loss. This includes derivatives transacted as part of the trading activity of the Bank, as well as derivatives transacted as
economic hedges, but not qualifying for hedge accounting. Changes in fair value are reflected in the statement of
comprehensive income immediately when they occur.

The Bank uses derivatives as part of its asset and liability management activities to manage exposures to interest rate, foreign
currency and credit risks, including exposures arising from forecast transactions. The Bank applies either cash flow or fair value
hedge accounting when transactions meet the specified criteria to obtain hedge accounting treatment.

The Bank discontinues hedge accounting when it is determined that a hedge has ceased to be highly effective; when the
derivative expires, or is sold, terminated, or exercised; when the hedged item matures or is sold or repaid; when a forecast
transaction is no longer deemed highly probable; or when the Bank elects to revoke the hedge designation.
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Cash flow hedge accounting

A fair valuation gain or loss associated with the effective portion of a derivative designated as a cash flow hedge is recognised
initially in cash flow hedge reserve. The ineffective portion of a fair valuation gain or loss is recognised immediately in the
statement of comprehensive income. When the transaction or item that the derivative is hedging (including cash flows from
transactions that were only forecast when the derivative hedge was effected) affects income or expense then the associated
gain or loss on the hedging derivative is simultaneously transferred from cash flow hedge reserve to the corresponding income
or expense line item in the statement of comprehensive income. When a hedging derivative expires or is sold, the hedge no
longer meets the criteria for hedge accounting, or the Bank elects to revoke the hedge designation, the cumulative gain or loss
on the hedging derivative remains in cash flow hedge reserves until the forecast transaction occurs and affects income, at which
point it is transferred to the corresponding income or expense line. If a forecast transaction is no longer expected to occur, the
cumulative gain or loss on the hedging derivative previously reported in cash flow hedge reserves is immediately transferred to
other income.

Fair value hedge accounting

For qualifying fair value hedges the change in fair value of the hedging derivative is recognised within other income in the
statement of comprehensive income. Those changes in fair value of the hedged item which are attributable to the risks hedged
with the derivative instrument are reflected in an adjustment to the carrying value of the hedged item, which is also recognised
in other income. If the hedging instrument expires or is sold, terminated or exercised, if the hedge no longer meets the criteria
for hedge accounting, or the Bank revokes the hedge designation, the difference between the carrying value of the hedged item
at that point and the value at which it would have been carried had the hedge never existed (the “unamortised fair value
adjustment”), is maintained as part of the carrying value of the hedged item and amortised to the statement of comprehensive
income based on a recalculated effective interest rate.

Repurchase and reverse repurchase agreements

Securities sold under agreements to repurchase are retained within the relevant security portfolio and accounted for
accordingly. The obligation to repurchase is recorded as a deposit. The difference between the sale and repurchase price
represents interest expense and is recognised in the statement of comprehensive income over the term of the repurchase
agreement. Securities held under reverse repurchase agreements are recorded as advances. The difference between the
purchase and sale price represents interest income and is recognised in the statement of comprehensive income over the term
of the reverse repurchase agreement.

Offsetting financial instruments

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

Asset quality

Impaired assets

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

Other impaired assets means any credit exposures for which an impairment loss is required in accordance with NZ IAS 39,
paragraphs 58 to 62, but is not a restructured asset or an asset acquired through the enforcement of security.

A restructured asset is any credit exposure for which:
e the original terms have been changed to grant the counterparty a concession that would not otherwise have been
available, due to the counterparty’s difficulties in complying with the original terms;
e the revised terms of the facility are not comparable with the terms of new facilities with comparable risks; and
e the yield on the asset following restructuring is equal to, or greater than, the Bank’s average cost of funds, or that a
loss is not otherwise expected to be incurred.

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

Past due assets

A past due asset is any credit exposure where a counterparty has failed to make a payment when contractually due, and which
is not an impaired asset.

Assets under administration
An asset under administration is any credit exposure which is not an impaired asset or a past due asset, but which is to a
counterparty:
e who is in receivership, liquidation, bankruptcy, statutory management or any form of administration in New Zealand; or
e whois in any other equivalent form of voluntary or involuntary administration in an overseas jurisdiction.

Renegotiated assets

A renegotiated asset is any credit exposure that would otherwise be past due or impaired whose terms have been renegotiated.
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1. STATEMENT OF ACCOUNTING POLICIES (Continued)

Impairment of financial assets
Assets carried at amortised cost

An assessment is made at each balance sheet date whether there is objective evidence that a financial asset or group of
financial assets is impaired. A financial asset or group of financial assets is impaired and impairment losses are incurred if, and
only if, there is objective evidence of impairment as a result of one or more events that occurred after the initial recognition of
the asset (a 'loss event') and that loss event (or events) has an impact on the estimated future cash flows of the financial asset
or group of financial assets that can be reliably estimated. Objective evidence that a financial asset or group of assets is
impaired includes observable data that comes to the attention of the directors about the following loss events:

significant financial difficulty of the issuer or obligor;

a breach of contract, such as a default or delinquency in interest or principal payments;

a concession granted to the borrower that the lender would not otherwise consider for economic or legal reasons;

relating to the borrower's financial difficulty;

it becoming probable that the borrower will enter bankruptcy or other financial reorganisation;

the disappearance of an active market for that financial asset because of financial difficulties; or

observable data indicating that there is a measurable decrease in the estimated future cash flows from a group of financial
assets since the initial recognition of those assets, although the decrease cannot yet be identified with the individual
financial assets in the group; including adverse changes in the payment status of borrowers in the group.

Firstly an assessment is made whether objective evidence of impairment exists individually for financial assets that are
individually significant, and individually or collectively for financial assets that are not individually significant. If it is determined
that no objective evidence exists for an individually assessed financial asset, whether significant or not, the assets are included
in a group of financial assets with similar credit risk characteristics and collectively assessed for impairment. Assets that are
individually assessed for impairment and for which an impairment loss is or continues to be recognised are not included in a
collective assessment of impairment.

If there is objective evidence that an impairment loss on loans and receivables or held-to-maturity investments carried at
amortised cost has been incurred, the amount of loss is measured as the difference between the asset's carrying amount and
the present value of estimated future cash flows (excluding future credit losses that have not been incurred) discounted at the
financial asset's original effective interest rate. The carrying amount of the asset is reduced through the use of an allowance
account and the amount of the loss is recognised in the statement of comprehensive income. If a loan or held-to-maturity
investment has a variable interest rate, the discount rate for measuring any impairment loss is the current effective interest rate
determined under the contract. As a practical expedient impairment may be measured on the basis of an instrument's fair value
using an observable market price.

The calculation of the present value of the estimated future cash flows of a collateralised financial asset reflects the cash flows
that may result from foreclosure less costs for obtaining and selling collateral, whether or not foreclosure is probable. For the
purposes of a collective evaluation of impairment, financial assets are grouped on the basis of similar credit risk characteristics
(i.e. on the basis of the Bank's grading process that considers collateral type, past-due status and other relevant factors). Those
characteristics are relevant to the estimation of future cash flows for groups of such assets by being indicative of the debtors'
ability to pay all amounts due according to the contractual terms of the assets being evaluated.

Future cash flows in a group of financial assets that are collectively evaluated for impairment are estimated on the basis of the
contractual cash flows of the assets and historical loss experience for assets with similar credit characteristics.

Estimates of changes in future cash flows for groups of assets should reflect and be directionally consistent with changes in
related observable data from period to period (for example, changes in payment status or other factors indicative of changes in
probability of losses in the group and their magnitude). The methodology and assumptions used for estimating future cash flows
are reviewed regularly to reduce any differences between loss estimates and actual loss experience.

When a loan is uncollectible, it is written off to the statement of comprehensive income. Such loans are written off after all the
necessary procedures have been completed and the amount of the loss has been determined.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event
occurring after the impairment was recognised (such as an improvement in the debtors credit rating), the previously recognised
impairment loss is reversed by adjusting the allowance account. The amount of the reversal is recognised in the statement of
comprehensive income.

Property, plant and equipment

Property, plant and equipment are recognised in the balance sheet at historical cost less accumulated depreciation and
impairment losses. Historical cost includes expenditure that is directly attributable to the acquisition of the items.
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Subsequent costs are included in the asset’s carrying amount or are recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with the item will flow to the Bank and the cost of the item can be
measured reliably. All other repairs and maintenance are charged to other operating expenses during the financial period in
which they are incurred.

The cost amount of property, plant and equipment less the estimated residual value is depreciated over their useful lives on a
straight line basis. The range of useful lives of the major assets is:

. Furniture and fittings (5-7 years)
. Office equipment (3-5 years)
. Computer equipment (3 years)

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

Assets are reviewed for impairment at least annually and whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. An asset’s carrying amount is written down immediately to its recoverable amount if
the asset’'s carrying amount is greater than its estimated recoverable amount. The recoverable amount is the higher of the
asset’s fair value less costs to sell and value in use.

Where the Bank expects the carrying amount of assets held within property, plant and equipment to be recovered principally
through a sale transaction rather than through continuing use, these assets are classified as held for sale.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included in other
operating expenses in statement of comprehensive income.

Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment. Assets that are
subject to amortisation are reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s carrying amount
exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and value in
use.

For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable
cash flows (cash-generating units). Non-financial assets other than goodwill that suffered impairment are reviewed for possible
reversal of the impairment at each reporting date.

Intangible assets

Intangible assets comprise computer software costs and computer software licences. Computer software licences are amortised
over their expected useful lives (three to four years) on a straight line basis.

The Bank generally expenses computer software costs in the period incurred. However, some costs associated with developing
identifiable and unique software products controlled by the Bank, including employee costs and an appropriate portion of
relevant overheads are capitalised and treated as intangible assets. These assets are amortised using the straight line method
over their useful lives (not exceeding three years).

Intangible assets are subject to the same impairment review process as property, plant and equipment. Any impairment loss is
recognised under operating expenses in the statement of comprehensive income.

Taxation

Income tax on the net profit for the period comprises current and deferred tax. Income tax is recognised in the statement of
comprehensive income except to the extent that it relates to items recognised directly within equity, in which case it is
recognised directly in equity.

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

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

A deferred taxation asset is recognised only to the extent that it is probable (i.e. more likely than not) that a future taxable profit
will be available against which the asset can be utilised. Deferred taxation assets are reduced to the extent that it is no longer
probable that the related tax benefit will be realised.

Deferred tax related to fair value re-measurement of available for sale financial assets, cash flow hedges and the revaluation of
non-current assets, which are charged or credited directly to equity, is also credited or charged directly to equity and is
subsequently recognised in the statement of comprehensive income if and when the deferred gain or loss on the related asset
or liability affects income.
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Provisions

A provision is recognised in the balance sheet when: the Bank has a present legal or constructive obligation as a result of past
events; it is probable that an outflow of resources will be required to settle the obligation; and a reliable estimate can be made of
the amount of the obligation.

Contingent liabilities and credit commitments

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

The Bank issues commitments to extend credit, letters of credit, guarantees and other credit facilities. These financial
instruments attract fees in line with market prices for similar arrangements. They are not sold or traded. The items generally do
not involve cash payments other than in the event of default. The fee pricing is set as part of the broader customer credit
process and reflects the probability of default. They are disclosed as contingent liabilities at their face value. The fair values of
guarantees are not considered to be material.

Leases

The leases entered into by the Bank are operating leases. The total payments made under operating leases are charged to
other operating expenses in the statement of comprehensive income on a straight-line basis over the period of the lease.

When an operating lease is terminated before the lease period has expired, any payment required to be made to the lessor by
way of penalty is recognised as an expense in the period in which termination takes place.

Share capital
Share issue costs

Incremental costs directly attributable to the issue of new shares or options or to the acquisition of a business are shown in
equity as a deduction, net of tax, from the proceeds.

Dividend distribution

Dividends on ordinary shares are recognised in equity in the period in which they are approved by the Bank’s shareholders.
Dividends for the year that are declared after the balance sheet date are dealt with in the subsequent events note.

Cash and cash equivalents

Cash and cash equivalents comprises cash, cash at bank, cash in transit and call deposits due from / to other banks, all of
which are used in the day-to-day cash management of the Bank.

Goods and Services Tax (GST)

The financial statements have been prepared so that all components are stated exclusive of GST except where the GST is not
recoverable from the IRD. In these circumstances the GST component is recognised as part of the underlying item. Trade and
other receivables and payables are stated GST inclusive. The net amount of GST recoverable from or payable to the IRD is
included within these categories.

Cash flows in the cash flow statement include GST.

Employee benefits

Wages and salaries, annual leave and sick leave

Liabilities for wages and salaries, annual leave and sick leave accruing to employees and expected to be settled within twelve
months of the reporting date are recognised and measured at the amounts expected to be paid when the liabilities are settled.

Long service leave

Liabilities for long service leave, which are not expected to be settled within twelve months of the balance sheet date are
measured as the present value of estimated future cash outflows from the Bank in respect of services provided by employees
up to balance date. Consideration is given to expected future wage and salary levels, experience of employee departures and
periods of service.

Profit-sharing and bonus plans
The Bank recognises a liability and an expense for bonuses and profit-sharing based on a formula that takes into consideration

the profit attributable to the Bank’s shareholders after certain adjustments. A provision is recognised where there is a
contractual obligation or where there is a past practice that has created a constructive obligation.
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1. STATEMENT OF ACCOUNTING POLICIES (Continued)

Changes in accounting policies

Certain new standards, amendments and interpretations to existing standards have been published that are mandatory for the
Bank's accounting periods beginning on or after 1 January 2011 or later periods. None of these standards materially impact the
Bank's financial statements.

NZ IAS 24 Related Party Disclosures — The revised standard was approved in November 2009, and has been adopted by the
Bank in the current year. The main changes to the standard simplify the definition of a related party and clarify its intended
meaning. There has been no material change to the financial statements arising from the adoption of this standard.

There have been no changes to accounting policies in the year ended 31 March 2012.

51



BANK OF BARODA (NEW ZEALAND) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2012

2. INTEREST
31 March 2012 31 March 2011
Year ended Year ended
$'000 $'000
Interest income

Loans and advances 898 177
Government and local authority securities - -
From other financial institutions 1,662 1,540
Balances with related parties 75 7
Other securities - -
Cash and liquid assets - -
Income from impaired assets - -
Income from restructured assets - -
Total interest income 2,635 1,724

Interest expense
Deposits by customers 831 209
Debt securities issued - -
Balances with related parties - -
Total interest expense 831 209

3. NET GAINS/(LOSSES) ON FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

31 March 2012
Year ended
$'000

31 March 2011
Year ended
$'000

Financial assets designated at fair value through profit or loss
upon initial recognition

Derivative financial instruments held for trading

Financial liabilities designated at fair value through profit or
loss upon initial recognition

Financial assets held for trading

Net ineffectiveness on qualifying cash flow hedges

Net ineffectiveness on qualifying fair value hedges
Cumulative gain/(loss) transferred from the available-for-sale
reserve

Cumulative loss transferred from the cash flow hedge reserve

Total net gains/(losses) on financial instruments

4. OTHER INCOME

31 March 2012

31 March 2011

Year ended Year ended
$'000 $'000

Other Income
Banking and lending fee income - -
Net commissions revenue 100 48
Payment services fee income - -
Bad debts recovered - -
Net foreign exchange gains and commissions 601 195
Other revenue 45 22
Total other income 746 265
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5. OPERATING EXPENSES

31 March 2012

31 March 2011

Year ended Year ended
$'000 $'000
Operating expenses
Auditors remuneration:
—  Audit fees 70 50
- Assurance and related services 6 6
Tax advisory services 25
Donations - -
Directors' fees 19 21
Depreciation:
- Computer hardware 30 32
- Office equipment 3 5
—  Furniture, fittings, and leasehold 66 03
improvements
99 130
Amortisation of intangible assets - -
Employee benefits 673 483
Rental and lease costs 364 254
Loss on sale of property, plant and equipment - -
Other operating expenses 581 610
Total operating expenses 1,812 1,554
6. IMPAIRMENT ALLOWANCE
Other exposures Retail Corporate 31 March 2012
excluding  mortgage and $'000
sovereigns and lending institutional
central banks
Individually impaired assets
Balance at the beginning of the year - - - -
Charge to statement of comprehensive income - - - -
Bad debts written off - - - -
Balance at the end of the year - - - -
Other exposures Retail Corporate 31 March 2012
excluding mortgage and $'000
sovereigns and lending institutional
central banks
Collective allowance for impairment losses
Balance at beginning of the year - 17 15 32
Charge to statement of comprehensive income 3 10 30 43
Advances written off - - - -
Total collective allowance for impairment 3 27 45 75
losses
Other exposures Retail Corporate 31 March 2011
excluding mortgage and $'000
sovereigns and lending institutional
central banks
Individually impaired assets
Balance at the beginning of the year - - - -
Charge to statement of comprehensive income - - - -
Bad debts written off - - - -
Balance at the end of the year - - - -
Other exposures Retail Corporate 31 March 2011
excluding mortgage and $'000
sovereigns and lending institutional
central banks
Collective allowance for impairment losses
Balance at beginning of the year - - - -
Charge to statement of comprehensive income - 17 15 32
Advances written off - - - -
Total collective allowance for impairment - 17 15 32

losses
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7. TAXATION

31 March 2012 31 March 2011
Year ended Year ended
$'000 $'000
Net profit/(loss) before taxation 695 194
Tax calculated at a tax rate of 28% (31 March 195 58

2011:30%)
Income not subject to tax - -
Expenses not subject to tax - -
Tax losses utilised (195) (58)

Other permanent differences

Taxation charge as per the statement of
comprehensive income

Represented by:

Prior period adjustment
Current income tax
Deferred income tax

Taxation charge as per the statement of
comprehensive income

The deferred tax charge in the statement of
comprehensive income

comprises the following temporary differences:

Accelerated tax depreciation
Allowances for impairment losses
Other provisions

Tax effect of change in tax rate
Amortisation of intangibles
Unrealised currency losses

Total temporary differences

The effective tax rate on the Bank’s profit before tax has been calculated at 28% (2011: 30%). Tax benefits not recognised in
these financial statements amounted to $2,018,000 at 31 March 2012 (31 March 2011: $2,371,000). The availability of these

tax benefits is subject to the requirements of income tax legislation being met.
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8. CURRENT AND DEFERRED TAXATION

31 March 2012

31 March 2011

Year ended Year ended
$'000 $'000

Current income tax (payable)/ receivable
Balance at beginning of the year - 69
Prior period adjustment - -
Tax on profits/(losses) taken to reserves - -
Transfer from deferred tax - -
Tax return adjustments - -
Related party purchase of tax losses - -
Tax refunded - (69)

Balance at end of the year

Deferred tax

Balance at beginning of the year

Prior period adjustment

Temporary differences for the year

Tax on losses taken directly to reserves
Tax effect of change in tax rate
Transfer to current tax

Balance at end of the year

Deferred income tax assets

Cash flow hedges

Other provisions and accruals
Other temporary differences
Allowance for loan impairment

Total assets

Deferred income tax liabilities
Accelerated tax depreciation
Net commissions receivable
Intangible assets

Total liabilities

Net deferred taxation

Recoverable within twelve months
Recoverable after twelve months

9. CASH AND CASH EQUIVALENTS

31 March 2012

31 March 2011

$'000 $'000
Cash on hand 61 75
Cash with central banks - -
Call and overnight advances to financial institutions 707 1,003
Total cash and cash equivalents 768 1,078
Current 768 1,078

Non-Current

10. DUE FROM OTHER FINANCIAL INSTITUTIONS

31 March 2012

31 March 2011

$'000 $'000
Short term deposits 36,800 41,400
Total amount due from other financial institutions 36,800 41,400
Current 36,800 41,400

Non-Current
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11. FINANCIAL ASSETS HELD AT FAIR VALUE THROUGH PROFIT OR LOSS

31 March 2012
$'000

31 March 2011
$'000

Bank bills
Other securities
Total financial assets at fair value through profit or loss

Total financial assets held at fair value through profit
or loss

Current
Non-Current

12. AVAILABLE FOR SALE ASSETS

31 March 2012
$'000

31 March 2011
$'000

Government stock and multilateral development banks
Local authority securities
Other debt securities

Total available-for-sale assets

Current
Non-Current

13. LOANS AND ADVANCES

31 March 2012

31 March 2011

$'000 $'000
Residential mortgage loans 6,629 4,121
Corporate exposures 11,164 3,858
Other exposures 809 36
Allowance for impairment losses (75) (32)
Total net loans and receivables 18,527 7,983
Current 7,470 2,806
Non-Current 11,057 5,177

14. DERIVATIVE FINANCIAL INSTRUMENTS

As at 31 March 2012, the Bank has no derivative financial instruments to disclose (31 March 2011: Nil).

15. SUBSIDIARIES

As at 31 March 2012, the Bank does not have any subsidiaries (31 March 2011: Nil).
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16. PROPERTY, PLANT & EQUIPMENT

Furniture,
fittings &
As at 31 March 2012 Computer Office leasehold Assets in

hardware equipment improvements progress TOTAL
$'000 $'000 $'000 $'000 $'000
At cost 95 23 497 - 615
Accumulated depreciation (32) (5) (95) - (132)
Opening carrying amount 63 18 402 - 483
Additions - - - 789 789
GST refunded on cost (6) 2 (45) - (53)
Depreciation (30) 3) (66) - (99)
Closing carrying amount 27 13 291 789 1,120
At cost 89 21 452 789 1,351
Accumulated depreciation (62) (8) (161) - (231)
Closing carrying amount 27 13 291 789 1,120

Furniture,

fittings &

As at 31 March 2011 Computer Office leasehold Assets in

hardware equipment improvements progress TOTAL
$'000 $'000 $'000 $'000 $'000
At cost - - 76 277 353
Accumulated depreciation - - (3) - (3)
Opening carrying amount - - 73 277 350
Additions 95 23 421 - 539
Disposals - - - 277) 277)
Depreciation (32) (5) (92) - (129)
Closing carrying amount 63 18 402 - 483
At cost 95 23 497 - 615
Accumulated depreciation (32) (5) (95) - (132)
Closing carrying amount 63 18 402 - 483
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17. INTANGIBLE ASSETS

31 March 2012
$'000

31 March 201
$'00

1
0

Goodwill
Computer software
Computer software work in progress

Total intangible assets

Goodwill
Balance at beginning of the year
Additions

Balance at end of the year

Computer software

Cost brought forward

Accumulated amortisation brought forward
Opening net book value

Additions

Amortisation

Closing net book value

Cost
Accumulated amortisation

Closing net book value

18. OTHER ASSETS

31 March 2012

31 March 2011

$'000 $'000
Other receivables 100 13
Commissions receivable - -
Interest receivable 242 175
Trade and other receivables 342 188
Current 342 188

Non-Current

19. DUE TO OTHER FINANCIAL INSTITUTIONS

31 March 2012

$'000

31 March 2011
$'000

Loans from other banks
Iltems in course of settlement
ATM cash at other banks

Total due to other financial institutions

Current
Non-Current
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20. BALANCES WITH RELATED PARTIES

31 March 2012

31 March 2011

$'000 $'000
Cash held with related parties - -
Amounts due from related parties 3,006 1,790
Total balances due from related parties 3,006 1,790
Current 3,006 1,790
Non-Current - -
Amounts due to related parties 356 1,022
Total balances due to related parties 356 1,022
Current 356 1,022

Non-Current

21. DEPOSITS AND OTHER BORROWINGS

31 March 2012

31 March 2011

$'000 $'000
Retail deposits 19,100 11,559
Wholesale deposits - -
Other - -
Total deposits 19,100 11,559
New Zealand 19,100 11,559
Overseas - -
Current 19,012 11,389
Non-Current 88 170

Included within retail deposits are deposits from The New India Assurance Company Limited totalling $9,531,000 (31 March

2011:$6,500,000). Further details on these deposits are contained in Note 28.

22. DEBT SECURITIES ISSUED

31 March 2012
$'000

31 March 2011
$'000

Certificates of deposit
Other debt securities

Total debt securities issued

Current
Non-Current

23. OTHER LIABILITIES

31 March 2012

31 March 2011

$'000 $'000
Employee entitlements - -
Accounts payable - -
Other payables and accruals 143 72
Total other liabilities 143 72
Current 143 72

Non-Current

24. DEFERRED SETTLEMENT LIABILITY

The Bank has no deferred settlement liability (31 March 2011: Nil).

25. TERM SUBORDINATED DEBT

The Bank has no term subordinated debt (31 March 2011: Nil).
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26. EQUITY
31 March 2012 31 March 2011
$'000 $'000
Equity
Share capital 40,000 40,000
Retained earnings 964 269
Cash flow hedge reserve - -
Available-for-sale reserve - -
Total equity 40,964 40,269
Share capital —issued and paid up
Opening balance 40,000 40,000
Shares issued - -
Balance at end of the year 40,000 40,000

31 March 2012
Number of shares

31 March 2011

Number of shares

Number of shares

Number of shares at the start of the year 40,000,000 40,000,000
Shares issued - -
Number of shares at the end of the year 40,000,000 40,000,000

All shares have equal voting rights and share equally in dividends and any profits on winding up. Shares do not have a par

value.
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27. ASSET QUALITY

As at 31 March 2012

Other
exposures
excluding
sovereigns
and central
banks

Residential
mortgage
loans

Corporate
exposures

TOTAL
$'000

Neither past due nor impaired
Strong

Good/Satisfactory

Weak

251
558

6,203

2,304
8,605

8,758
9,163

Total neither past due nor impaired

809

6,203

10,909

17,921

Past due assets not impaired

Less than 30 days past due

At least 30 days but less than 60 days past due
At least 60 days but less than 90 days past due
At least 90 days past due

426

255

255
426

Total past due assets not impaired

426

255

681

Individually impaired assets
Balance at beginning of the year
Additions

Amounts written off

Deletions

Amounts written off

Total individually impaired assets

Total gross loans and advances

Individually assessed provisions
Balance at beginning of the year

Charged/(credit) to the statement of comprehensive

income:

New provisions

Amounts recovered

Reversals of previously recognised impairment
losses
Amounts written off

Balance at end of the year

Collectively assessed provisions
Balance at beginning of the year

Charged (credit) to the statement of comprehensive

income

17

15

32

Balance at end of the year

27

45

75

Total provisions for impairment losses

27

45

75

Total net loans and advances

806

6,602

11,119

18,527

The Bank does not have any restructured assets, any financial, real estate or other assets acquired through security
enforcement or any other assets under administration as at 31 March 2012.

Undrawn balances on lending commitments to counterparties within the impaired asset category were $nil as at 31 March 2012.

There has been no interest revenue foregone on restructured, individually impaired or greater than 90 days past due assets

during the year ended 31 March 2012.
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27. ASSET QUALITY (Continued)

As at 31 March 2011

Other
exposures
excluding
sovereigns
and central
banks

Residential
mortgage
loans

Corporate
exposures

TOTAL
$'000

Neither past due nor impaired
Strong

Good/Satisfactory

Weak

36

Total neither past due nor impaired

36

Past due assets not impaired

Less than 30 days past due

At least 30 days but less than 60 days past due
At least 60 days but less than 90 days past due
At least 90 days past due

Total past due assets not impaired

Individually impaired assets
Balance at beginning of the year
Additions

Amounts written off

Deletions

Amounts written off

Total individually impaired assets

Total gross loans and advances

Individually assessed provisions
Balance at beginning of the year

Charged (credit) to the statement of comprehensive

income:

New provisions

Amounts recovered

Reversals of previously recognised impairment
losses
Amounts written off

Balance at end of the year

Collectively assessed provisions
Balance at beginning of the year

Charged (credit) to the statement of comprehensive

income

17

15

32

Balance at end of the year

17

15

32

Total provisions for impairment losses

17

15

32

Total net loans and advances

36

4,104

3,843

7,983

The Bank does not have any restructured assets, any financial, real estate or other assets acquired through security
enforcement or any other assets under administration as at 31 March 2011.

Undrawn balances on lending commitments to counterparties within the impaired asset category were $nil as at 31 March 2011.

There has been no interest revenue foregone on restructured, individually impaired or greater than 90 days past due assets

during the year ended 31 March 2011.

28. TRANSACTIONS WITH RELATED PARTIES

The Bank is wholly owned by the Bank of Baroda, a company incorporated in India. All related party transactions are conducted

on normal commercial terms and conditions. No related party debts have been written off or forgiven during the year.

Key Management Personnel

Key management personnel are defined as being the Directors and senior management of the bank. The information relating to
the key management personnel disclosed includes transactions with those individuals, their close family members and their

controlled entities.

31 March 2012

31 March 2011

Year ended Year ended

$'000 $'000

Salaries and other short-term benefits 468 356
Total key management compensation 468 356
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28. TRANSACTIONS WITH RELATED PARTIES (Continued)

Guarantee

The Company’s ultimate parent company is Bank of Baroda (India), an Indian incorporated bank (BOB). BOB is subject to
regulatory oversight by the Reserve Bank of India and the Government of India. BOB is not a New Zealand registered bank and
is not subject to regulatory oversight by the Reserve Bank of New Zealand.

As at the 31 March 2012, the Government of India held 54.31% of the total shares in BOB (31 March 2011: 57.03%). The
remaining 45.69% (31 March 2011:42.97%) of the shares in BOB are held by public shareholding (governed by the laws of
India). BOB shares are listed on both the National Stock Exchange (India) and on the Bombay Stock Exchange (India).

The obligations of the Bank are guaranteed by BOB. There are no legislative, regulatory or other restrictions of a legally
enforceable nature in India (BOB’s country of incorporation) that may materially inhibit the legal ability of BOB to provide
material financial support to the Bank. As at 31 March 2012, all the obligations of the Bank are guaranteed by BOB.

BOB has the following credit rating applicable to its long-term senior unsecured obligations (payable in INR):

Rating agency Current rating Qualifications Rating change in the last 2 Years
Moody'’s Investor Services Limited Baa3 Nil Nil
Fitch IBCA, Inc. BBB- Nil Nil

BOB guarantees due payment of all indebtedness of the Bank to the Bank’s depositors and other creditors.

0] There are no limits on the amount of the obligations guaranteed.

(i) There are no material conditions applicable to the guarantee, other than non-performance by the Bank.

(iii) There are no material legislative or regulatory restrictions in India (BOB’s country of incorporation) that would have the
effect of subordinating the claims of the Bank’s creditors under the guarantee to other claims on BOB in a winding up of
BOB.

(iv) The BOB guarantee does not have an expiry date.

Other related party transactions

The Bank holds foreign currency cash deposits of USD201,500 (New York office), USD1,000,000 (Hong Kong office) and
USD1,000,000 (Singapore office) with other members of the BOB Group (31 March 2011: USD184,000 (New York office)
NzD1,500,000 ( Treasury Mumbai — India).

The Bank also holds deposits for The New India Assurance Company Limited which is 100% owned by the Government of
India, which owns 54.31% of the total shares in BOB, which in turn owns 100% of the Bank. These deposits are held at market
rates of interest and as at 31 March 2012 the total amount on deposit was $9,531,000 (31 March 2011: $6,500,000). As at 31
March 2012 the total interest paid on these deposits was $491,000 (31 March 2011:$112,000).

The Bank also has current account balances owing to its parent company, Bank of Baroda (India) of $353,000 and Bank of
Baroda (Fiji) of $3,000 (31 March 2011: Bank of Baroda (India) $1,022,000) that are non interest bearing.

The Bank also holds the following foreign currency nostro current accounts with other members of BOB group and other related
parties, these accounts are non interest bearing:

31 March 2012 31 March 2011

$'000 $'000

USA, New York branch (USD) 212 7
India, Mumbai Main office (INR) 56 17
U.K. London branch (GBP) 19 2
Belgium, Brussels branch (EURO) 16 19
Fiji, Suva branch (FJD) 5 4
Australia, SBI, Sydney branch (AUD) 2 12
Total nostro balance 310 61
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29. CONCENTRATION OF CREDIT RISK

The following table breaks down the Bank’s main credit exposure at their carrying amounts, as categorised by the industry

sectors of our counterparties. Industry analysis as at balance date is as follows.
31 March 2012 31 March 2011

$'000 $'000
New Zealand
Government - -
Finance 36,800 41,400
Households 7,063 4,129
Transport and storage 150 97
Communications - -
Electricity, gas and water - -
Construction 1,596 -
Property services 611 303
Agriculture - -
Health and community services 999 454
Personal and other services 2,647 1,507
Retail and wholesale trade 3,817 1,275
Food and other manufacturing 1,719 250
Overseas
Finance, investment and insurance 2,696 1,741
Total financial assets (interest earning) 58,098 51,156
Less allowance for impairment losses (75) (32)
Other financial assets 1,420 1,315
Total net financial assets 59,443 52,439

An analysis of financial assets (interest earning) by geographical sector at balance date is as follows

31 March 2012 31 March 2011
$'000 $'000

New Zealand
Upper North Island 18,602 8,015
Lower North Island 36,800 41,400
South Island - -
Overseas 2,696 1,741
Total financial assets (interest earning) 58,098 51,156

Maximum exposure to credit risk before collateral held or other credit enhancements

31 March 2012 31 March 2011

$'000 $'000

Loans and advances 18,602 8,015
Balances with related parties 3,006 1,790
Due from other financial institutions 36,800 41,400
Derivative financial instruments - -
Financial assets held for trading - -
Available-for-sale assets - -
Cash and cash equivalents 768 1,078
Other financial assets 342 188
Total gross financial assets 59,518 52,471
Allowance for impairment losses (75) (32)

Total net financial assets 59,443 52,439
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30. CONCENTRATION OF FUNDING

Concentrations of funding arise where the Bank is funded by industries of a similar nature or in particular geographies. An
analysis of financial liabilities by industry sector and geography at balance date is as follows:

31 March 2012 31 March 2011
$'000 $'000

New Zealand

Transport and storage - -
Financing investment and insurance 9,518 6,572
Electricity, gas and water - -
Food and other manufacturing - -
Construction - -
Government, local authorities and services - -

Agriculture - -
Health and community services - -
Personal and other services 512 705
Property and business services - -
Education - -
Retail and wholesale trade - -
Other 779 505
Households 7,793 3,038
Overseas

Amounts due to related parties - -
Total financial liabilities (interest bearing) 18,602 10,820
Other financial liabilities 641 811
Overseas

Amounts due to related parties 356 1,022
Total financial liabilities 19,599 12,653

31. SEGMENTAL INFORMATION
The Bank operates as a single segment, in the banking and finance industry in New Zealand.

32. LEASE COMMITMENTS

31 March 2012 31 March 2011
$'000 $'000
Operating lease commitments under non-cancellable
operating leases:
Not later than 1 year 265 181
1-2 years 257 146
2-5 years 769 438
5+ years 430 548
Total 1,721 1,313

33. CAPITAL COMMITMENTS
As at 31 March 2012 there are no material outstanding capital commitments (31 March 2011: Nil).

34. CONTINGENT LIABILITIES

31 March 2012 31 March 2011

$'000 $'000
Contingent liabilities
Performance/financial guarantees issued on behalf of 1,104 500
customers
Total contingent liabilities 1,104 500
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35. SUBSEQUENT EVENTS AFTER BALANCE SHEET DATE

On 18 June 2012 Fitch IBCA, Inc. changed the Bank’s credit rating outlook from BBB- stable to BBB- negative. There have
been no other material subsequent events.

36. INTEREST RATE SENSITIVITY
The tables below summarise the Bank’s exposure to interest rate risk. It includes the financial instruments at carrying amounts,

categorised by the earlier of contractual re-pricing or maturity dates. For further details on how interest rate risk is managed
refer to Note 44.

Over 3
31 March 2012 months Over 6 Over 1 Over 2
Interest Upto3 and up to months year and years
Total insensitive months 6 months  and up to up to 2 $'000
$'000 $000  $'000 $'000 1 year years
$'000 $'000
Financial assets
Cash and cash equivalents 768 768 - - - - -
Due from other financial institutions 36,800 - 32,700 4,100 - - -
Financial assets held at fair value
through profit or loss - - - - - - -
Available-for-sale assets - - - - - - -
Loans and advances 18,527 - 17,227 1,205 63 32
Balances with related parties 3,006 310 2,696 - - - -
Other financial assets 342 342 - - - - -
Total financial assets 59,443 1,420 52,623 5,305 63 32 -

Financial liabilities

Due to other financial institutions - - - -
Deposits and other borrowings 19,100 498 8,436 5,441 4,637 29 59
Debt securities issued - - - - - - -
Term subordinated debt - -
Due to related parties 356 356 - - - - -

Other financial liabilities 143 143 - - - - -
Total financial liabilities 19,599 997 8,436 5,441 4,637 29 59

On-balance sheet gap
Net derivative notional principals - - - - -
Net effective interest rate gap 39,844 423 44,187 (136) (4,574) 3 (59)

Over 3
31 March 2011 months Over 6 Over 1 Over 2
Interest Upto3 and up to months year and years
Total insensitive months 6 months and up to up to 2 $'000
$'000 $000  $000 $'000 1 year years

$'000 $'000

Financial assets

Cash and cash equivalents 1,078 1,078 - -
Due from other financial institutions 41,400 - 29,400 12,000 - - -
Financial assets held at fair value - - -

through profit or loss - - - - - - -
Available-for-sale assets - - -
Loans and advances 7,983 - 6,569 1,414 - - -

Balances with related parties 1,790 49 1,667 74 - - -
Other financial assets 188 188 - - - - -
Total financial assets 52,439 1,315 37,636 13,488 - - -

Financial liabilities

Due to other financial institutions - - - -
Deposits and other borrowings 11,559 739 2,627 2,667 5,357 9 160
Debt securities issued - - - - - - -
Term subordinated debt - -
Due to related parties 1,022 1,022 - - - - -

Other financial liabilities 72 72 - - - - -
Total financial liabilities 12,653 1,833 2,627 2,667 5,357 9 160

On-balance sheet gap
Net derivative notional principals - - - - - -
Net effective interest rate gap 39,786 (518) 35,009 10,821 (5,357) (9) (160)
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37. FINANCIAL INSTRUMENTS BY CATEGORY

Assets at fair value

31 March 2012 through profit or loss Derivatives
Loans and Available Held for  Designated used for
receivables for sale trading at FVTPL hedging Total
$'000 $'000 $'000 $'000 $'000 $'000
Financial assets
Cash and cash equivalents 768 - - - - 768
Due from other financial institutions 36,800 - - - - 36,800
Available-for-sale assets - - - - - -
Loans and advances 18,527 - - - - 18,527
Balances with related parties 3,006 - - - - 3,006
Other financial assets 342 - - - - 342
Total financial assets 59,443 - - - - 59,443
Liabilities at fair value Other
31 March 2012 through profit or loss financial
Derivatives liabilities at
Held for ~ Designated used for amortised
trading at FVTPL hedging cost Total
$'000 $'000 $'000 $'000 $'000
Financial liabilities
Due to other financial institutions - - - - - -
Deposits and other borrowings - - - 19,100 - 19,100
Debt securities issued - - - - - -
Term subordinated debt - - - - - -
Due to related parties - - - 356 - 356
Other financial liabilities - - - 143 - 143
Total financial liabilities - - - 19,599 - 19,599
Assets at fair value
31 March 2011 through profit or loss Derivatives
Loans and Available Held for  Designated used for
receivables for sale trading at FVTPL hedging Total
$'000 $'000 $'000 $'000 $'000 $'000
Financial assets
Cash and cash equivalents 1,078 - - - - 1,078
Due from other financial institutions 41,400 - - - - 41,400
Available-for-sale assets - - - - - -
Loans and advances 7,983 - - - - 7,983
Balances with related parties 1,790 - - - - 1,790
Other financial assets 188 - - - - 188
Total financial assets 52,439 - - - - 52,439
Liabilities at fair value Other
through profit or loss financial
31 March 2011 Derivatives liabilities at
Held for  Designated used for amortised
trading at FVTPL hedging cost Total
$'000 $'000 $'000 $'000 $'000
Financial liabilities
Due to other financial institutions - - - - - -
Deposits and other borrowings - - - 11,559 - 11,559
Debt securities issued - - - - - -
Term subordinated debt - - - - - -
Due to related parties - - - 1,022 - 1,022
Other financial liabilities - - - 72 - 72
Total financial liabilities - - - 12,653 - 12,653
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38. FOREIGN EXCHANGE RISK

The Bank takes on exposure to the effects of fluctuations in the prevailing foreign currency exchange rates on its financial
position and cash flows. The board sets limits on the level of exposure by currency and in aggregate for overnight positions,
which are monitored daily. The table below summarises the Bank’s exposure to foreign currency exchange rate risk as at year
end. Included in the table are the Bank’s financial instruments at carrying amounts, categorised by currency.

31 March 2012 FJD
$'000

GBP
$'000

EUR
$'000

INR
$'000

UsD
$'000

AUD
$'000

Total
$'000

Financial assets
Cash and cash equivalents -
Due from other financial institutions -
Financial assets at fair value through profit
or loss

Available-for-sale assets

Loans and advances

Balances with related parties

Other financial assets

o, o,

Total financial assets

Financial liabilities

Due to other financial institutions -
Deposits and other borrowings -
Debt securities issued -
Term subordinated debt -
Other financial liabilities -
Due to related parties -

Total financial liabilities -

Net on balance sheet financial position 5

56

31 March 2011 FJD
$'000

GBP
$'000

EUR
$'000

INR
$'000

USD
$'000

AUD
$'000

Total
$'000

Financial assets

Cash and cash equivalents -
Due from other financial institutions -
Financial assets at fair value through profit -
or loss

Available-for-sale assets -
Loans and advances -
Balances with related parties 4
Other financial assets -

301

Total financial assets 4

301

Financial liabilities

Due to other financial institutions -
Deposits and other borrowings -
Debt securities issued -
Term subordinated debt -
Other financial liabilities -
Due to related parties -

Total financial liabilities -

257

257

Net on balance sheet financial position 4

17

©)

12

44
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39. LIQUIDITY RISK

The Bank’s policies for managing liquidity are set out in Note 44. The tables below summarises the cash flows payable by the
Bank under non-derivative financial assets and liabilities by remaining contractual maturities at the balance sheet date. The

amounts disclosed in the table are contractual undiscounted cash flows and are not disclosed based on expected cash flows.

Upto 3 3to 12 Between 1 More than 5
31 March 2012 On Demand months Months & 5 years years Total
$'000 $'000 $'000 $'000 $'000 $'000
Financial assets
Cash and cash equivalents 768 - - - - 768
Due from other financial institutions - 33,009 4,152 - - 37,161
Financial assets at fair value through profit
or loss - - - - - -
Available-for-sale assets - - - - - -
Loans and advances - 4,375 4,942 5,360 10,351 25,028
Due from related parties 310 2,723 - - - 3,033
Other financial assets - 342 - - - 342
Total financial assets 1,078 40,449 9,094 5,360 10,351 66,332
Financial liabilities
Due to other financial institutions - - - - - -
Deposits and other borrowings 498 8,490 10,411 97 - 19,496
Debt securities issued - - - - - -
Term subordinated debt - - - - - -
Due to related parties 356 - - - - 356
Other financial liabilities - 143 - - - 143
Total financial liabilities 854 8,633 10,411 97 - 19,995
Net non derivative cash flows 224 31,816 (1,317) 5,263 10,351 46,337
Derivative cash flows
Interest rate derivatives - - - - - -
Foreign exchange derivatives - - - - - -
Total - - - - - -
Off balance sheet cash flows
Financial guarantees - - 684 420 - 1,104
Total - - 684 420 - 1,104
Net cash flows 224 31,816 (2,001) 4,843 10,351 45,233
Upto 3 3to 12 Between 1 More than 5
31 March 2011 On Demand months Months & 5 years years Total
$'000 $'000 $'000 $'000 $'000 $'000
Financial assets
Cash and cash equivalents 1,078 - - - - 1,078
Due from other financial institutions - 29,652 12,276 - - 41,928
Financial assets at fair value through profit
or loss - - - - - -
Available-for-sale assets - - - - - -
Loans and advances - 154 3,461 2,298 7,388 13,301
Due from related parties 61 1,659 75 - - 1,795
Other financial assets - 188 - - - 188
Total financial assets 1,139 31,653 15,812 2,298 7,388 58,290
Financial liabilities
Due to other financial institutions - - - - - -
Deposits and other borrowings 739 2,636 8,387 212 - 11,974
Debt securities issued - - - - - -
Term subordinated debt - - - - - -
Due to related parties 1,022 - - - - 1,022
Other financial liabilities - 72 - - - 72
Total financial liabilities 1,761 2,708 8,387 212 - 13,068
Net non derivative cash flows (622) 28,945 7,425 2,086 7,388 45,222
Derivative cash flows
Interest rate derivatives - - - - - -
Foreign exchange derivatives - - - - - -
Total - - - - - -
Off balance sheet cash flows
Financial guarantees 500 - - - - 500
Total 500 - - - - 500
Net cash flows (1,122) 28,945 7,425 2,086 7,388 44,722
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40. SENSITIVITY ANALYSIS

The tables below summarise the post-tax sensitivity of financial assets and liabilities to changes in three risk variables, interest
rate, currency and credit risks. The market value of the assets and liabilities were used as the basis for the analysis and
financial modelling was used to determine the impact on those values of changes in each risk scenario. The sensitivity analysis
is performed based on the reporting of interest rate risk and foreign currency risk internally to key management personnel and

represents management’s assessment of the possible change in interest rates and foreign exchange rates.

INTEREST RATE RISK -0.1% +0.1% -0.1% +0.1%
31 March 2012 Carrying Profit Profit Equity Equity
Amounts $'000 $'000 $'000 $'000
$'000
Financial assets
Cash and cash equivalents 768 - - - -
Balances with related parties 3,006 2) 2 2) 2
Due from other financial institutions 36,800 (31) 31 (31) 31
Financial assets at fair value through profit or loss - - - - -
Available-for-sale assets - - - - -
Loans and advances 18,527 (15) 15 (15) 15
Other financial assets 342 - - - -
Total financial assets 59,443 (48) 48 (48) 48
Financial liabilities
Due to other financial institutions - - - - -
Due to related parties 356 - - - -
Deposits and other borrowings 19,100 (12) 12 (12) 12
Debt securities issued - - - - -
Term subordinated debt - - - - -
Other financial liabilities 143 - - - -
Total financial liabilities 19,599 (12) 12 (12) 12
INTEREST RATE RISK -0.1% +0.1% -0.1% +0.1%
31 March 2011 Carrying Profit Profit Equity Equity
Amounts $'000 $'000 $'000 $'000
$'000
Financial assets
Cash and cash equivalents 1,078 - - - -
Balances with related parties 1,790 1) 1 1) 1
Due from other financial institutions 41,400 (30) 30 (30) 30
Financial assets at fair value through profit or loss - - - - -
Available-for-sale assets - - - - -
Loans and advances 7,983 (6) 6 (6) 6
Other financial assets 188 - - - -
Total financial assets 52,439 (37) 37 (37) 37
Financial liabilities
Due to other financial institutions - - - - -
Due to related parties 1,022 - - - -
Deposits and other borrowings 11,559 8 (8) 8 (8)
Debt securities issued - - - - -
Term subordinated debt - - - - -
Other financial liabilities 72 - - - -
Total financial liabilities 12,653 8 (8) 8 (8)
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40. SENSITIVITY ANALYSIS (continue)

CURRENCY RISK -10% +10% -10% +10%
31 March 2012 Carrying Profit Profit Equity Equity
Amounts $'000 $'000 $'000 $'000
$'000
Financial assets
Cash and cash equivalents 768 - - - -
Balances with related parties 3,006 240 (297) 240 (297)
Due from other financial institutions 36,800 - - - -
Financial assets at fair value through profit or loss - - - - -
Available-for-sale assets - - - - -
Loans and advances 18,527 - - - -
Other financial assets 342 - - - -
Total financial assets 59,443 240 (197) 240 (197)
Financial liabilities
Due to other financial institutions - - - - -
Due to related parties 356 - - - -
Deposits and other borrowings 19,100 (231) 189 (231) 189
Debt securities issued - - - - -
Term subordinated debt - - - - -
Other financial liabilities 143 - - - -
Total financial liabilities 19,599 (231) 189 (231) 189
CURRENCY RISK -10% +10% -10% +10%
31 March 2011 Carrying Profit Profit Equity Equity
Amounts $'000 $'000 $'000 $'000
$'000
Financial assets
Cash and cash equivalents 1,078 - - - -
Balances with related parties 1,790 (30) 30 (30) 30
Due from other financial institutions 41,400 1) 1 1) 1
Financial assets at fair value through profit or loss - - - - -
Available-for-sale assets - - - - -
Loans and advances 7,983 - - - -
Other financial assets 188 - - - -
Total financial assets 52,439 (31) 31 (31) 31
Financial liabilities
Due to other financial institutions - - - - -
Due to related parties 1,022 - - - -
Deposits and other borrowings 11,559 26 (26) 26 (26)
Debt securities issued - - - - -
Term subordinated debt - - - - -
Other financial liabilities 72 - - - -
Total financial liabilities 12,653 26 (26) 26 (26)
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41. FAIR VALUE OF FINANCIAL INSTRUMENTS

31 March 2012 Carrying Estimated
Amounts Fair Value
$'000 $'000
Financial assets
Cash and cash equivalents 768 768
Balances with related parties 3,006 3,006
Due from other financial institutions 36,800 36,800
Financial assets at fair value through profit or loss - -
Available-for-sale assets - -
Loans and advances 18,527 18,527
Other assets 342 342
Total financial assets 59,443 59,443
Financial liabilities
Due to other financial institutions - -
Due to related parties 356 356
Deposits and other borrowings 19,100 18,479
Debt securities issued - -
Term subordinated debt - -
Other financial liabilities 143 143
Total financial liabilities 19,599 18,978
31 March 2011 Carrying Estimated
Amounts Fair Value
$'000 $'000
Financial assets
Cash and cash equivalents 1,078 75
Balances with related parties 1,790 1,790
Due from other financial institutions 41,400 42,403
Financial assets at fair value through profit or loss - -
Available-for-sale assets - -
Loans and advances 7,983 7,983
Other assets 188 188
Total financial assets 52,439 52,439
Financial liabilities
Due to other financial institutions - -
Due to related parties 1,022 1,022
Deposits and other borrowings 11,559 11,678
Debt securities issued - -
Term subordinated debt - -
Other financial liabilities 72 72
Total financial liabilities 12,653 12,772

Fair value estimation

For financial instruments not presented in the Bank’s balance sheet at their fair value, fair value is estimated as follows:

Cash and cash equivalents

For cash assets, the carrying amount is equivalent to the fair value as assets are short term in nature.

Loans and advances

For variable rate loans and advances, the carrying amount is a reasonable estimate of fair value. For fixed rate loans and
advances, fair values have been estimated using a discounted cash flow model with reference to market interest rates,

prepayment rates and rates of estimated credit losses.

Other financial assets

For other financial assets, the carrying amount is approximately equal to the fair value.
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41. FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

Deposits by customers

For fixed term deposits by customers, fair values have been estimated using a discounted cash flow model with reference to
market interest rates. For other deposits by customers, such as call and variable rate deposits, the carrying amount is a
reasonable estimate of fair value.

Debt securities issued

For debt securities issued, estimated fair values are based on quoted market prices.

Term subordinated debt

For term subordinated debt, estimated fair values are based on quoted market prices.

Due to/from related parties

For due to/from related parties, carrying amounts in the balance sheet are a reasonable estimate of fair value for these assets.
Other financial liabilities

For other financial liabilities, the carrying amount is equivalent to the fair value.

Impaired and past due assets

For non-accrual and restructured impaired assets as well as past due loans, the fair values are estimated by discounting the
estimated future cash flows using current market interest rates incorporating an appropriate risk factor or, where such loans are
collateralised and have been written down to the current market value of the collateral, the estimated fair value is based on the
written down carrying value.

42. CREDIT EXPOSURE CONCENTRATIONS
Credit exposures to individual counterparties

Credit exposure concentrations are disclosed on the basis of actual exposures and gross of set-offs. Peak end-of-day aggregate
credit exposures have been calculated using the Bank’s tier one capital at the end of the quarter.

The number of individual counterparties, excluding connected persons, where the period end and peak end-of-day aggregate
actual credit exposures, net of individual credit impairment allowances (which were nil), equalled or exceeded 10% of the Bank’s
shareholder’s equity:

e as at 31 March 2012 was nil, and
e inrespect of peak end-of-day aggregate credit exposure for the three months ended 31 March 2012 was nil.

Credit exposures to individual counterparties (not being members of a group of closely related counterparties) and to groups of
closely related counterparties exclude exposures to connected persons, to the central government of any country with a long-
term credit rating of A- or A3 or above, or its equivalent, or to any bank with a long-term credit rating of A- or A3 or above, or its
equivalent. These calculations relate only to exposures held in the financial records of the Bank and were calculated net of
individually assessed provisions.

Credit exposures to connected persons

The Reserve Bank defines connected persons to be other members of the BOB Group and Directors of the Bank. Credit
exposures to connected persons are based on actual credit exposures rather than internal limits. The information on credit
exposure to connected persons has been derived in accordance with the Reserve Bank of New Zealand’s Connected
Exposures Policy (BS8). Peak end-of-day aggregate credit exposures to connected persons expressed as a percentage of Tier
One Capital of the Banking Group has been derived by determining the maximum end-of-day aggregate amount of credit
exposure over the relevant three-month period and then dividing that amount by the Bank’s Tier One Capital as at the end of the
period. The rating-contingent limit, which is applicable to the Bank as at balance date, is 15%. There have been no changes to
the limit during the period. Within the rating-contingent limit there is a sub-limit of 15%, which applies to non-bank connected
persons. The aggregate credit exposures below have been calculated on a gross basis, net of individual credit impairment
allowances and excludes advances to connected persons of a capital nature. There are no individual impairment credit
allowances against credit exposures to connected persons nor are there any contingent exposures arising from risk lay-off
arrangements to connected persons as at 31 March 2012.
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42. CREDIT EXPOSURE CONCENTRATIONS (continued)

As at 31 Peak end of
March 2012 day for the year
$'000 ended 31
March 2012
$'000
Credit exposures to connected
persons 3,006 5,832
As a percentage of Tier One Capital of
the Bank 7.3% 14.5%

Credit exposures to non-bank

connected persons - -
As a percentage of Tier One Capital of

the Bank - -

The limits on aggregate credit exposure to all connected persons and to non-bank connected persons in the Bank’s conditions
of registration have been complied with at all times during the three months ended 31 March 2012.

43. SECURITISATION, FUNDS, MANAGEMENT, OTHER FIDUCIARY ACTIVITIES AND THE MARKETING AND
DISTRIBUTION OF INSURANCE PRODUCTS

As at balance date the Bank is not involved in:

e  The establishment, marketing, or sponsorship of trust, custodial, funds management and other fiduciary activities; or
e  The origination of securitised assets; or
e  The marketing or servicing of securitisation schemes; or

e  The marketing and distribution of insurance products.

44. RISK MANAGEMENT POLICIES
44.1 Credit Risk

Credit risk is the risk of loss arising as a result of the diminution in credit quality of the borrower or counterparty and the risk that
the borrower or counterparty will default on contractual repayments under an advance.

As at 31 March 2012, the Bank deposited its funds with financial institutions with a credit rating from Standard and Poors of AA-.
The Bank has a Credit Committee that specifically oversees and co-ordinates the Bank’s credit risk management functions. The
Credit Committee has primary responsibility for identifying, measuring and monitoring the Bank’s exposure to credit risk. The
Credit Committee reports to the Board on credit risk on a quarterly basis.

The credit and lending policy has been set by the Credit Committee and approved by the Board. Bank officers seek Credit
Committee approval before deviating from any lending guideline or policy. Credit approval authorities have been delegated by
the Board to lending officers, senior executives of the Bank and the Credit Committee. Compliance with these policies is
monitored by the Credit Committee and reported to the Board.

In issuing credit approval, the Credit Committee takes into account the borrower’s credit rating, the type of lending (including
margins on advances and the pricing of loans), the security offered, the Bank’s single and group exposures (with reference to
the Bank’s credit exposure ceilings) and the Bank’s exposure to capital markets.

The Bank has two key systems for controlling credit risk: credit rating models and credit exposure ceilings.

Credit rating models

The Bank assesses risk at the time of appraisal of the loan using its rating model for various types of borrowers. A business
portfolio is assessed on a risk rated basis and a consumer portfolio on a scoring basis.

Credit exposure ceilings

As a means of avoiding concentration of credit risk, the Bank sets ceilings in relation to single/group borrowers, unsecured
borrowers and with respect to each industry sector.

44.2 Market Risk

Market risk is the risk that exposure to price movements in financial instruments, arising as a result of changes in market
variables, will result in a loss suffered by the Bank. The Bank has an Asset and Liability Committee that is responsible for,
among other things, identifying, measuring and monitoring the Bank’s exposure to market risk. The Asset and Liability
Committee meets on a monthly basis and receives guidance and technical support from staff in the BOB head office. The
relevant process for each category of market risk is as follows:
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44. RISK MANAGEMENT POLICIES (continued)
Interest rate risk

The Bank undertakes interest rate sensitivity gap analysis on a quarterly basis as a means of monitoring interest rate risk. Short
term interest rate risk is calculated using the Earnings at Risk tool.

Foreign exchange risk

The Bank undertakes analysis to ensure there are no material open foreign exchange positions through ensuring foreign
exchange deposits are matched by corresponding foreign exchange balances held with financial institutions.

Equity risk
The Bank does not have any equity risk.

44.3 Liquidity Risk

Liquidity risk occurs when an institution is unable to fulfil its commitment in the time when the commitment falls due. The Asset
and Liability Committee is responsible for identifying, measuring and monitoring liquidity risk affecting the Bank.

To ensure that adequate liquidity is maintained consistently, the Bank ensures that, in the time buckets of 1 day, 2 to 7 days, 8
to 14 days and 15 to 30 days, the cumulative negative liquidity gap should not exceed 5, 10, 15 and 20 percent of cash flows in
the respective time periods. The Bank reviews the liquidity position on a daily basis to ensure that the negative liquidity gap
does not exceed the tolerance limit in the first four time buckets. In addition, the Bank prepares monthly maturity gap reports
and liquidity assessment reports to facilitate an appropriately liquid combination of assets and liabilities.

Liquidity risk is measured by flow approach on a monthly basis through Structural Liquidity Gap reports. Dynamic Gap reports,
which measure liquidity risk on a dynamic basis, are also prepared monthly.

44.4 Operational Risk

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and systems or from external
events.

The Bank’s senior management is responsible for implementing the operational risk management initiatives formulated by the
Board. The Bank’s senior management meet quarterly to analyse changes or trends in respect of operational risk. The Bank’s
senior management may make recommendations to the Board on strategies that may improve the Bank’s operational risk
profile.

44.5 Capital Adequacy

The Board and senior management undertake capital planning, in accordance with the Bank’s internal capital adequacy
assessment policy. As part of the capital planning process, the Board reviews:

e  The current capital requirements of the Bank;
e The targeted and sustainable capital in terms of business strategy and risk appetite; and

. Future capital planning (with a three year outlook).

The capital plan is revised on an annual basis or more regularly, if necessary, to meet the Bank’s obligations under Basel Il. For
further information see Note 45.

44.6 Reviews of Bank’s risk management systems

There have been no reviews conducted in respect of the Bank’s risk management systems to date.

44.7 Internal audit function

The Bank utilises BOB’s internal audit function as a control measure to enable both BOB and senior management of the Bank to
monitor and review the Bank on an ongoing basis. The internal audit function of the Bank is part of BOB’s policy to ensure that
all BOB branches and subsidiaries have appropriate systems and procedures in place and comply with all applicable home and
host country regulations. Specifically, the Bank is subject to the following internal audit measures:

e A monthly compliance review is undertaken by senior management of the Bank. The purpose of this review is to
check and confirm to BOB constant and concurrent compliance with all systems and procedures by the Bank;

e Anannual internal audit carried out by an inspecting officer appointed by BOB; and

. Every three years, senior executives from BOB (for example, a general manager and an executive officer) will
undertake an on-site inspection at the Bank.

75



BANK OF BARODA (NEW ZEALAND) LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2012

44. RISK MANAGEMENT POLICIES (continued)

BOB — Audit Committee of the Board

BOB, in consonance with the fundamentals of corporate governance and in pursuance of directives of the Reserve Bank of
India, has an Audit Committee of the Board comprising of six BOB directors. A non-executive BOB director who is a
professional chartered accountant is the chairman of the committee.

During the year, the Audit Committee of the Board met 11 times.

The main functions of the Audit Committee of the Board are to assess and review the financial reporting system of BOB to
ensure that the financial statements are correct, sufficient and credible. It reviews and recommends with BOB management the
quarterly / annual financial statements before their submission to the board of BOB.

The Audit Committee of the Board provides directions and oversees the operations of total audit functions of BOB, including the
organisation, operation and quality control of internal audit and inspection within BOB and follow up on the statutory / external
audit of BOB and inspections by the Reserve Bank of India.

The Audit Committee of the Board also reviews the adequacy of internal control systems, the structure of the internal audit
department, its staffing patterns and discussions with the internal auditors / inspectors on any significant finding and follow up
action. Further, it reviews the financing and risk management policies of BOB.

45. CAPITAL ADEQUACY
The Bank has 40,000,000 fully paid up ordinary shares (tier one capital) issued at NZ $1.00 per share.
BOB is the sole shareholder. Each share confers on the holder the right to:

. one vote on a poll at a meeting of the shareholders on any resolution to:
0  appoint or remove a Director or auditor; or
o alter the Bank’s constitution; or
0  approve a major transaction; or
o  approve an amalgamation under section 221 of the Companies Act 1993; or
0  put the Bank into liquidation;
. a proportionate share in dividends authorised by the Board; and

. a proportionate share in the distribution of the surplus assets of the Bank.

Other classes of capital instrument
The Bank does not have any other classes of capital instrument in its capital structure.

Regulatory capital adequacy ratios are calculated by expressing capital as a percentage of risk weighted exposures. As a
condition of registration, the Bank must comply with the following minimum capital requirements set by the RBNZ:

e  Total regulatory capital must not be less than 8% of risk weighted exposures.

e  Tier One capital must not be less than 4% of risk weighted exposures.

e  Capital must not be less than NZ$30 million.

The capital adequacy tables set out below summarise the composition of regulatory capital and capital adequacy ratios for the
year ended 31 March 2012. The Bank was registered on 1 September 2009 and from the date of registration to 31 March 2012,
the Bank has complied with both regulatory and internal capital adequacy requirements.
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45. CAPITAL ADEQUACY (continued)

The Bank has considered other material risks not included below and whether to allocate any capital to cover these risks and
concluded that these risks are not significant and have therefore not allocated any capital to cover them.

Unaudited
31 March 2012
$'000
Tier one capital
Issued and fully paid up share capital 40,000
Perpetual fully paid up non-cumulative preference shares -
Revenue and similar reserves (1) 269
Current period’s retained profits 695
Tier one minority interests -
Less: deductions from tier one capital -
Plus: other adjustments to tier one capital -
Total tier one capital 40,964
Tier two capital -
Upper tier two capital
Unaudited retained profits -
Revaluation reserves -
Upper tier two capital instruments -
Lower tier two capital
Term subordinated debt -
Other capital elements with original maturity of five years or more -
Total tier two capital -
Tier one capital plus tier two capital 40,964
Less: deductions from total capital -
Plus: other adjustments to total capital -
Total capital 40,964
(1) Revenue and similar reserves consists of prior period retained profits.
Credit risk
Total Risk Risk Minimum
Unaudited exposure weight weighted Pillar 1
31 March 2012 after exposure capital
; i} . credit risk requirement
Calculation of on-balance-sheet exposures e $000 $000
$'000
Cash and gold bullion 61 0% - -
Sovereigns and central banks - 0% - -
Multilateral development banks and other international organisation - 0% - -
Public sector entities - 20% - -
Banks 37,507 20% 7,501 600
Banks 3,075 50% 1,538 123
Corporate 8,877 100% 8,877 710
Residential mortgages not past due —LVR up to 80% 4,654 35% 1,629 131
Residential mortgages not past due —LVR >80% but up to 90% 1,549 50% 775 62
Past due residential mortgages 430 100% 430 34
Other past due assets - 100% - -
Equity holdings (not deducted from capital) that are publicly traded - 100% - -
All other equity holdings (not deducted from capital) - 100% - -
Non Risk Weighted Assets - 0% - -
Other assets 1,872 100% 1,872 150
Total on balance sheet exposures after credit risk mitigation 58,025 22,622 1,810
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45. CAPITAL ADEQUACY (continued)

Unaudited
31 March 2012

Calculation of off-balance sheet exposures

Direct credit substitute

Asset sale with recourse

Forward asset purchase

Commitment with certain drawdown

Undrawn commitments on existing facilities
Note issuance facility

Revolving underwriting facility
Performance-related contingency
Trade-related contingency

Placements of forward deposits

Other commitments where original maturity is
more than one year

Other commitments where original maturity is less
than or equal to one year

Other commitments that cancel automatically
when the creditworthiness of the counterparty
deteriorates or that can be cancelled
unconditionally at any time without prior notice
Market related contracts

(a) Foreign exchange contracts

(b) Interest rate contracts

(c) Other — OTC, etc

Total
exposure
$'000

2,863

Credit
conversion
factor

Credit
equivalent
amount
$'000

20%

50%

Average

Minimum
Pillar 1
capital

require-

Risk
weighted
exposure ment

$'000 $'000

risk
weight

100% 46

100% 44

Total off-balance sheet exposures

3,967

1,125

1,125 90

Residential mortgages by loan-to-valuation ratio

Unaudited
31 March 2012
Loan—to-valuation ratio

Does not
exceed 80%

Exceeds 80%
and not 90%

Exceeds Total

90%

Value of exposures

5,080

1,549 -

6,629

Reconciliation of residential mortgage-related amo

unts

Unaudited
31 March 2012

Residential mortgage loans (as disclosed in Note 13)

6,629

Residential mortgages by loan-to-valuation ratio

6,629

Credit risk mitigation

Unaudited
31 March 2012

Total value of on-and-
off-balance sheet
exposures covered by
eligible collateral (after

Total value of on-and-
off-balance sheet
exposures covered by
guarantees or credit

haircutting) derivatives
Exposure class $'000 $'000
Sovereign or central bank - -
Multilateral development bank - -
Public sector entities - -
Bank - -
Corporate 2,687 -
Residential mortgage - -
Other 251 69
Total 2,938 69

Operational risk capital requirement

Unaudited Implied risk weighted Total operational risk
31 March 2012 exposure capital requirement

$'000 $'000
Operational risk 2,888 231
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Capital adequacy of Ultimate Parent Bank

The Ultimate Parent Bank of Bank of Baroda (New Zealand) Limited is BOB.

BOB is required by the Reserve Bank of India to hold minimum capital at least equal to that specified under the Basel Il
(standardised) approach. This information is made available to users via the BOB website (www.bankofbaroda.com).

As at 31 March 2012, BOB's Tier One Capital was 10.83% of Total Risk-weighted Assets and Total Capital was 14.67% of Total
Risk-weighted Assets (31 March 2011: Tier One Capital was 9.20% of Total Risk-weighted Assets and Total Capital was
14.36% of Total Risk-weighted Assets). BOB’s capital ratios during the year ended 31 March 2012 and 31 March 2011
exceeded both of the Reserve Bank of India’'s minimum capital adequacy requirements.

Market risk

Market risk exposures have been calculated in accordance with the methodology detailed in Part 10 of the RBNZ's BS2A
Capital Adequacy framework, and schedule 9 of the Registered Bank Disclosure Statements (New Zealand Incorporated
Registered Banks) Order 2012. Peak exposures are calculated using the Bank’s shareholders equity at the end of the quarter.

End-period capital charges

Peak end-of-day capital

charges
Implied risk Aggregate Implied risk Aggregate
Unaudited weighted capital weighted capital
31 March 2012 exposure charge exposure charge
$'000 $'000 $'000 $'000
Interest rate risk 588 47 788 63
Foreign currency risk 113 9 3,325 266
Equity risk - - - -
Total capital requirements 701 56 4.113 329
Risk weighted
Total exposure exposure or
Unaudited after credit risk implied risk Capital
31 March 2012 mitigation weighted exposure requirement
$'000 $'000 $'000
Total credit risk + equity 61,992 23,747 1,900
Operational risk - 2,888 231
Market risk - 701 56
Total 61,992 27,336 2,187
Capital ratios
Unaudited Unaudited
31 March 2012 31 March 2011
Tier one capital ratio 149.9% 230.9%
Total capital ratio 149.9% 230.9%
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