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NATIONAL AUSTRALIA FINANCE (VESSEL LEASING NQ 4) LIMITED
Year ended 30 September 2011

Report of the Directors

The directors of National Australia Finance {Vessel Leasing Na 4) Limited (the "Company”) submit their report and
Financial Statements for the year ended 30 September 2011 The Company is registered in England and Wales with
registration number 06208221

Principal activities

On the 2 July 2007 the Company invested in 100% of the share capital of Puget Limited and 99 998% of the partnership
capital of The Puget Limited Partnership, which provides leasing facilities to industry and commerce The company acts as a
holding company

Profits and appropriations

The profit attnbutable to the shareholders for the year ended 30 September 2011 amounted to 3,581,036 (2010 £407,441
loss) No dividend has been paid dunng the year (2010 £Nil) The directors do not recommend the payment of a final
dividend in respect of this financial year (2010 £Nil)

Business review and future developments

There have been no significant changes to the business during the year The principal nisk and uncertainties are set out In
the risk overview note to the Financial Statements The Company does not expect any significant changes in the future

The directors do not rely on any key perfermance indicators at the company level to monitor performance The nature of
the business means it 15 more relevant to perform a review of the KPI's at the NAB Group level

Going Concern

The Directors consider the going concern basis of preparation of the Financial Statements to be appropnate The Company
has generated satisfactory profits and has an adequate capital base and funding from its parents for the Company to
continue in operation for at least the next 12 months from the date of approval of the Financial Statements There are no
events or conditions that exist that cast any doubt on the Company’s ability to continue as a going concern

Directors and directors’ interests

The names of the current directors are listed on page 2

P Rayner (resigned 14 July 2011)
G Elswood (appointed 02 December 2011)
B Stockwell {resigned 30 April 2012)

Directors’ interésts

As the Company I1s a wholly owned subsidiary of National Australia Bank Limited (“NAB”), which 1s incorporated in
Australia, any interest which the directors may have in NAB does not need to be notified to the Company so 15 not
disclosed in this report No directer had any interest in the shares or debentures of the Company or any Group company at
any time during the year

Directors’ habihities

During the year the NAB Group paid 2 premium for a contract insuring the directors and officers of NAB, its subsidianes
and controlled entities against personal habilities which may anise in the course of the performance of their duties, as well
as protecting the NAB Group itself to the extent that it 1s obliged to indemnify directors and officers for such hiability




NATIONAL AUSTRALIA FINANCE (VESSEL LEASING NO 4) LIMITED
Year ended 30 September 26011

Report of the Directors {continued)

Directors’ remuneration

The directors of the company are remunerated as employees of the ultimate parent company, National Austrahia Bank
Limited, and do not receive incremental remuneration in respect of their duties as directors of the company As there has
been no substantial new activity In the year requining executive input, the directors believe it would be inappropriate to
apportion part of their remuneration as being in respect of their duttes to the company

Company secretary

The current Company secretary 1s shown on page 2

Employee involvement

The Company does not have any employees (2010 Ni) All staff are provided by the ultimate parent company, NAB
Charitable and political donations

No charitable or pobtical donations were made throughout the year (2010 £Nil)

Corporate Governance

It 1s the Company’s policy not to include all of the disclosures in respect of valuntary Corporate Governance Codes of
Practice as it 15 a wholly owned subsidiary of NAB  The NAB Group’s Annual Financial Report details the corporate
governance framework applicable to the Company These disclosures are made after constderation of authoritative
pronocuncements on audit committees and associated disclosures in Australia, the USA and UK

Events since the balance sheet date

No informatien has been identified since the balance sheet date, about conditions existing at the balance sheet date,
which are required to be disclosed in these financial statements

Auditors

In accordance with section 485 of the Compamies Act 2006 a resolution to reappeoint Ernst & Young LLP will be proposed at
the next meeting of the board of directors

Directors’ statement as to disclosure of mformation to auditors

The directors who were members of the board at the time of approving the directors’ report are hsted on page 2 Having
made enquimes of fellow directers and of the Company's auditors, each of these directors confirms that

s to t‘he best of each director’s knowledge and belief, there 1s no Information relevant to the preparation of their
report of which the Company’s auditors are unaware, and

e  each director has taken all the steps a director might reasonably be expected to have taken to be aware of
relevant audit information and to establish that the Company’s auditors are aware of that information

By order of the board

D

G Elswood
Director
14 June 2012




NATIONAL AUSTRALIA FINANCE {VESSEL LEASING NO 4) LIMITED
Year ended 30 September 2011

Statement of Directors’ Responsibilities

The directors are responsible for preparing the directors’ report and the Financial Statements in accordance with
applicable United Kingdom law and those International Financial Reporting Standards (IFRS) as adopted by the European
Urion (EV)

The directors are required to prepare Financial Statements for each financial period which present fairly the financial
position of the company and the financial performance and cash flows of the company for that period In preparing those
company financial statements the directors are required to

¢ select suitable accounting policies in accordance with JAS 8 Accounting Policies, Changes in Accounting Estimates
and Errors and then apply them consistently,

s make judgements and estimates that are reasonable and prudent,

»  present information, including accounting policies, 1n a manner that provides relevant, reliable, comparable and
understandable information,

s provide additional disclosures when compliance with the specfic requirements in IFRSs 1s insufficient to enable
users to understand the impact of particular transactions, other events and conditions on the company’s finanaial
position and financial performance, and

e  state that the Company has comphed with IFRSs, subject to any matenal departures disclosed and explained in
the Financial Statements

»  The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at
any time the financial position of the Company and enable them to ensure that the Financial Statements comply
with the Compames Act 2006 They are also responsible for safeguarding the assets of the Company and hence
for taking reasonable steps for the prevention and detection of fraud and other irregulanities




NATIONAL AUSTRALIA FINANCE (VESSEL LEASING NO 4) LIMITED
Year ended 30 September 2011

Independent Auditor’s Report to the Members of National Australia Finance (Vessel Leasing
No. 4) Limited

We have audited the Financial Statements of National Australia Finance (Vessel Leasing No 4) Limited for the year ended
30 September 2011 which comprise the mcome statement, statement of changes i equity, balance sheet, cash flow
statement and the related notes 1 to 14 The financial reporting framework that has been applied i their preparation 1s
applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European Union

This report 1s made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies
Act 2006 Qur audit work has been undertaken so that we might state to the Company’s members those matters 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
nat accept or assume responsibility to anyone other than the Company and the Company’s members as a body, for our
audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement set out on page 5, the directors are responsible for the
preparation of the Financial Statements and for being satisfied that they give a true and fair view Our responsibility 1s to
audit and express an opinton on the Financial Statements in accordance with applicable law and International Standards on
Auditing (UK and Ireland} Those standards require us to comply with the Auditing Practices Board’s Ethical Standards for
Auditors

Scope of the audit of the Financial Statements

An audrt involves obtaining evidence about the amounts and disclosures in the Financial Statements suffictent to give
reasonable assurance that the Finanaal Statements are free from matenat misstatement, whether caused by fraud or
error  This includes an assessment of whether the accounting policies are appropriate to the Company circumstances and
have been consistently applied and adequately disclosed, the reasonableness of significant accounting estimates made by
the directors, and the overall presentation of the Financial Statements In addition, we read all the financial and non-
financial information in the report and Financial Statements of the Company to identify matenal inconsistencies with the
audited Financial Statements If we become aware of any apparent matenal misstatements or inconsistencies we consider
the implications for our report

Opimon on Finanaal Statements

In our opinion the Financial Statements

s give a true and fair view of the state of the Company’s affairs as at 30 September 2011 and of its profit for the
year then ended,

¢ have been properly prepared in accordance with IFRSs as adopted by the European Union, and

*  have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the mformation given in the Directors’ Report for the financial year for which the Financial Statements are
prepared i1s consistent with the Financial Statements




NATIONAL AUSTRALIA FINANCE {VESSEL LEASING NO. 4) L IMITED
Year ended 30 September 2011

Independent Auditor’s Report to the Members of National Australia Finance {(Vessel Leasing
No. 4) Limited {continued)

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 reguires us to report to you
if, 1n our opinion

e adequate accounting records have not been kept by the Company, or returns adequate for our audit have not
been received from branches not visited by us, or

s the Company’s Financial Statements are not in agreement with the accounting records and returns, or
certain disclosures of directors’ remuneration specified by law are not made, or

* we have not recewved all the infformation and explanations we require for our audit

6.& ¢ ‘10-.3 e

Javier Faiz {Senior statutory auditor)
for and on behalf of Ernst & Young LLP, statutory auditor
London

1S Jome 2ot




NATIONAL AUSTRALIA FINANCE (VESSEL LEASING NO 4) LIMITED
Year ended 30 September 2011

Income Statement for the year to 30 September 2011

2011 2010

Note £ £

Dradend recewved 13 3,999,920 -
3,999,920 -

Finance costs 13 {193,111) (173,489)
Other operating expenses 3 (165,870) (42,612)
(358,981} {216,101)

Profit/{loss} on ordinary activittes before tax 3,640,939 (216,101)
Tax expense 4 {59,903) (191,340)
Profit/{ioss) for the year and total comprehensive 10 3,581,036 {407,441)

profit

All items dealt with 1n arrving at the loss before tax for 2011 and 2010 relate to continuing operations

Statement of changes in equity for the year to 30 September 2011

Share Retained Total

caprtal earnings shareholders’

equity

£ f £

Balance at 1 Qctober 2009 1 (2,934,990) {2,934,989)
Loss for the year - (407,441) (407,441)
Balance at 30 September 2010 1 (2,342,431) {3,342,430)
Profit for the year - 3,581,036 3,581,036
Balance at 30 September 2011 1 238,605 238,606




NATIONAL AUSTRALIA FINANCE (VESSEL LEASING NO. 4) LIMITED
Year ended 30 September 2011

Balance Sheet as at 30 September 2011

2011 2010
Note £ £
Non current assets
Investment in controlled entities 5 34,827,576 34,827,576
34,827,576 34,827,576
Current assets
Cash and cash equivalents 12 736,833 224,166
Trade and other recevables 6 322,816 558,004
1,059,649 782,170
Total assets 35,887,225 35,609,746
Current habilities
Trade and other payables 7 558,331 -
Due to related entities 13 29,383,283 32,427,182
29,941,614 32,427,182
Non current habihties .
Deferred tax habilities 8 5,707,005 5,524,994
5,707,005 6,524,954
Total iabilities 35,648,619 38,952,176
Net assets 238,606 {3,342,430)
Shareholders’ eguity
Share capital 9 1 1
Retained earnings 10 238,605 (3,342,431}
Tota! shareholders’ equity 11 238,606 {2,342,430)

The Financial Statements were approved by the directors on 14 June 2012 and were signed on their behalf by

RALakin
Director




NATIONAL AUSTRALIA FINANCE {(VESSEL LEASING NO 4) LIMITED
Year ended 30 September 2011

Cash Flow Statement for the year to 30 September 2011

2011 2010
Note £ £

Cash flows from operating activities
Interest pad {155,614} {189,616}
Tax {(paid)/received (250,241) 18,607
Net cash used in operating activities {445,855} (171,009}

Cash flows from investing activities
Dividend receved from partnership 3,899,920 -
Net cash prowvided by investing activities 3,999,920 -

Cash flows from financing activities
Decrease in amounts due to related entities (3,041,398) (222,715)
Net cash used in financing activities (3,041,398} {222,715)
Net increase in cash and cash equivalents 512,667 {393,724)
Cash and cash equivalents at beginning of year 224,166 617,890
Cash and cash equivalents at end of year 12 736,833 224,166

10




NATIONAL AUSTRALIA FINANCE (VESSEL LEASING NO 4} LIMITED
Year ended 30 September 2011

Notes to the Financial Statements

1)  Authonsation of Financial Statements and statement of compliance with International Financial Reporting
Standards

The Financial Statements of National Australia Finance {Vessel Leasing No 4) Limited for the year ended 30 September
2011 were authonsed for 1ssue by the directors on 14 June 2012 and the balance sheet was signed on their behalf by R
Lakin

The Company 1s incorporated and registered in the YK

The ultimate parent undertaking 1s National Australia Bank Limited (“NAB"), a company incorporated in the State of
Victorta, Australia  This company heads the smallest and largest group in which the results of the Company are
consolidated

National Australia Finance (Europe Holdings) Limited 1s the immediate holding company for the Company

Copies of group accounts prepared in respect of NAB may be obtained from the London Branch at 88 Wood Street, London
EC2v 70Q.

The Financial Staternents of the Company have been prepared in accordance with International Financial Reporting
Standards {IFRS) as adopted by the European Union and as appled in accordance with the Companies Act 2006 The
prinapal accounting policies adopted by the Company are set out in Note 2

2)  Accounting polices
Basis of preparation

The preparation of Financial Statements tn conformity with IFRS requires the use of certain cntical accounting estimates
and assumptions that affect the reported amounts of assets, habtlities, revenues and expenses and the disclosed amount
of contingent habiities  Assumptions made at each balance sheet date are based on best estimates at that date  Although
the Company has internal control systems in place to ensure that estimates can be reliably measured, actual amounts may
differ from those estimates 1t 15 not anticipated that such differences would be material

The Financial Statements have been prepared under the historical cost convention, as modified by the application of fair
value measurements as required by the relevant accounting standards

Accounting developments

During the year the |ASB and International Financial Reporting Interpretations Committee issued the following standards
and interpretations with an effective date after the date of the Financial Statements that would be relevant to this
Company in future years

International Financial Reporting Standards Effectve date
Annual peniods beginning
On or after

IFRS 9 Financial Instruments Recognition and Measurement 1 January 2013

The Company has not early adopted this new/revised standard and interpretation, which 15 unlkely to have a significant
impact on the Company's Financial Statements There were no IFRIC's released that are deemed relevant to the Company

11




NATIONAL AUSTRALIA FINANCE (VESSEL LEASING NO 4] LIMITED
Year ended 30 September 2011

Notes to the Financial Statements {continued)

2}  Accounting policies {continued)

Functional and presentational currency

The Financial Statements are presented in pounds sterling, which 1s the Company’s functional and presentational currency
Exemption from consolidation

The Company has interests in subsidiary companies but has taken advantage of the exemption from consolidation under
the Companies Act 2006 section 301, because the Company 15 included n non-EEA group consclidated accounts of the
ultirnate parent NAB

Investment in controlled entities

Investments in controlled entities are stated at original cost, and are written down to a recoverable amount where their
carrying value exceeds recoverable amount Investments in controlled entities are tested on an annual basis for
impawment, and addittonally whenever an indication of imparrment exists Any decrement in the carrymg value s
recognised as an expense in the income statement in the reporting period in which the impairment loss occurs

Impairment

The Campany assesses at each balance sheet date whether thare 1s abjective evidence that a financial asset s impaired
Imparment losses are incurred of there is objective evidence of impairment as a result of one or more loss events that
accurred after the imibal recognitton of the asset and pnor to the balance sheet date (“a loss event’), and the loss event or
events has had an impact on the estimated future cash flows of the financial asset that can be reliably estimated

Recognition of fee income including loan related fees and costs

Interest income 1s reflected in the income statement using the effective interest method The effective interest method 1s
a method of calculating amortisation using the effective interest rate of a financia!l instrument The effective interest rate
15 the rate that exactly discounts the estimated stream of future cash payments or receipts over the expected Iife of the
financial instrument or, when appropriate, a shorter period to the net carrying amount of the financial instrument

Recognition of fee expenseas from funding activities

When fees relate to specific transactions or events, they are recognised as expense 1n the pertod that services are received
When they are charged for services provided over a period, they are recognised as expense on an accruals basis

Related party transactions

The Company enters into a number of related party transactions including receiving and providing funding to other NAB
Group companies Loans and receivables are non-denivative financial assets with fixed or determinable payments that are
not quoted in an active market and are not classed as ‘available for sale’ or designated at fair value through profit and loss
Loans and receivables are recorded at amortised cost using the effective interest method, adjusted for unpawment losses
and ynearned income They are derecognised when the nghts to recerve cash flow have expired or transferred
substantially all the risks and rewards of ownership

Income tax

Income tax expense or revenue )5 the tax payable {or receivable) on the current penod’s taxable income based on the
apphicable tax rate adjusted by changes in deferred tax assets and liabilities

12




NATIONAL AUSTRALIA FINANCE {VESSEL LEASING NO 4) LIMITED
Year ended 30 September 2011

Notes to the Financial Statements (continued)
2}  Accounting poliaes (continued)
Income tax {continued)

Deferred tax assets and liabilities are recognised on temporary differences anising between the tax bases of assets and
habihities and their carrying amounts in the Financial Statements Deferred tax 1s determined using tax rates and laws that
have been enacted or substantially enacted by the balance sheet date and that are expected to apply when the related
deferred tax asset Is realised or the deferred tax liability 1s settled A deferred tax asset or hability 1s not recogrused if 1t
arises from initial recognition of an asset or habifity that at the time of the transaction affects neither accounting profit nor
taxable profit or loss

Deferred tax assets are only recognised for temporary differences, unused tax losses and unused tax credits if it 1s probable
that future taxable amounts will arise to utilise those temporary differences and losses

Income tax on the profit or loss for the year comprises current and deferred tax Current tax s the expected tax payable
on the taxable income for the year, using tax rates enacted or substantially enacted at the balance sheet date, and any
adjustment to tax payable in respect of previous years

Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents comprise balances with less than three months
maturity from the date of inception Cash and cash equivalents are brought to account at the face value or the gross value
of the outstanding balance where appropnate

3) Other operating expenses

2011 2010

£ £

Legal and arrangement fees 165,870 42,612
165,870 42,612

13




NATIONAL AUSTRALIA FINANCE {VESSEL LEASING NOQ 4) LIMITED
Year ended 30 September 2011

Notes to the Financial Statements {continued)

4)  Income tax expense/(credit)

a)  Analysis of charge/{credit) in the year

2011 2010
£ £

Current tax
Corporation tax payable/{recoverable) at 27% (2010 28%)
-Current year 877,832 34,526
-Prior year adjustment - 327,038
Total current tax 877,892 361,565
Deferred tax
Ornigination and reversal of temporary timing differences
- Current year {note 7) (361,429) 71,441
- Tax rate difference (456,560} {241,666)
Total deferred tax (817,989) (170,225}
Income tax expense reported in the income statement 59,903 191,340
b}  Factors affecting tax charge/{credit) for the period

2011 2010

£ £

Profit/({loss) before tax 3,640,939 {216,101)
Profit multiplied by standard rate of corporation tax
in the UK of 27% {2010 28%) 983,054 {60,508)
Effects of
Items non-deductible for tax purpose (466,591) 166,475
Tax rate difference {456,560) {241,666}
Prior year adjustment - 327,039
Total Income tax charge for the year 59,903 191,340

14




NATIONAL AUSTRALIA FINANCE (VESSEL LEASING NO. 4) LIMITED
Year ended 30 September 2011

Notes to the Financial Statements (continued)

5}  Investment in controlled entities

2011 2010

£ £

Partnership capital of The Puget Limited Partnership 34,827,575 34,827,575
Share capital Puget Limited i 1
34,827,576 34,827,576

On 2 July 2007, the Company invested £34,827,575 1n a 99 998% stake of a partnership, The Puget Limited Partnership and
£1 for 100% of the share capital of Puget Limited

Puget Limited 15 a nominee company which holds the legal title of the Vessel, on trust for the Partnership

The Partnership accounts are drawn up with a September year end For the year ended 30 September 2011 the Partnership
had a profit of £1,989,489 (2010 £482,004) and net asset value of £37,060,697 (2010 £39,071,208) The Company's share
of Partnership profit for the year ended 30 September 201115 £1,989,449 (2010 £481,994) Its share of net assets tn the
Partnership 1s £37,059,956 (2010 £39,070,427)

6) Trade and other receivables

2011 2010
£ £
Sundry debtors 322,816 488,684
Group relief receivable - 69,320
322,816 558,004

7]  Trade and other payables
2011 2010
£ £
Corporation tax payable 558,331 -
558,331 -

15




NATIONAL AUSTRALIA FINANCE {VESSEL LEASING NO 4) LIMITED
Year ended 30 September 2011

Notes to the Financial Statements (continued)

8) Deferred tax liabilities

2011 2010
£ £
Opening balance 6,524,994 6,695,219
Tax expense recognised In tncome statement {Note 3) {817,989) (170,225)
Closing balance 5,707,005 6,524,994
The deferred tax liabiities included in the balance sheet
are attributable to
Partnership net book value 5,707,005 6,524,954

The rate of corporation tax enacted at the balance sheet date was 25% Accordingly this rate has been used to calcuiate
the deferred tax asset held by the company On 21 March 2012 the Chancellor announced a change to the UK rate of
corporation tax which was substantively enacted on 26 March 2012 The announced corporation tax rate of 24% will be
effective from 1 Apnl 2012 with further reductions of 1% per annum anticipated until the rate reaches 22% 0 2014 These
additional changes will be enacted separately each year

The maximum effect on deferred tax of the reduction in the UK corporation tax rate to 22% I1s expected to be £684,841
(equivalent to 3% of the closing gross deferred tax balance)

9}  Share capital

2011 2010
£ £
Authorised
100 Ordinary shares of £1 each 100 100
Aliotted, cailed up and fully pard
1 Ordinary shares of £1 each 1 1
10) Retained earnings
2011 2010
£ £
At 1 October (3,342,431) (2,934,990}
Profit/{loss) for the year 3,581,036 {407,441)
At 30 September 238,605 {3,342,431)

16




NATIONAL AUSTRALIA FINANCE (VESSEL LEASING NO 4} LIMITED
Year ended 30 September 2011

Notes to the Financial Statements fcontinued)

11) Shareholders’ equity

2011 2010

£ £

Profit/{loss) for the year 3,581,036 (407,441)
Net increase/(decrease} in shareholders’ equity 3,581,036 {407,441)
Opening shareholders’ defiat (3,342,430) {2,934,989)
Clasing sharehaolders’ surplus/{deficit) 238,606 (3,342,430}

12} Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents comprises the following balances due within three
months at inception

2011 2010
£ £
Cash at bank {Note 13} 736,833 224,166

13} Related party transactions

The Company 1s a wholly owned controlied entity of National Australia Finance (Europe Holdings) Limited  The ultimate
parent of the Company 15 NAB

During the year there have been transactions between the Company, its ulimate parent and controlled entities of the
ultimate parent

In the normal course of business the Cormpany maintains and conducts transactions with other members of the NAB
Group This husmess is conducted at prevaihng market rates and terms

The Company receives a range of services from the ultimate parent and related parties including loans and deposits and
various administrative services._Fees may be charged for these services

17




NATIONAL AUSTRALIA FINANCE (VESSEL LEASING NO 4) LIMITED
Year ended 30 September 2011

Notes to the Financial Statements {continued)

13} Related party transactions {continued)

2011 2010
£ £
Amounts due from related entities
Non current assets
Investment i controlled entimes 34,827,576 34,827,576
34,817,576 34,827,576
Current assets
Cash at bank held with ultimate parent 736,833 224,166
736,833 224,166
2011 2010
£ £
Amounts due to related entities
Current habilities
Amounts due to ultimate parent undertaking 22,196,761 26,511,225
Interest payable to the ultimate parent undertaking 39,5957 42,460
Amount due to partnership 7,146,565 5,873,497
29,383,283 32,427,182
2011 2010
£ £
Transactions during the year with related parties
Dividend received from The Puget Limited Partnership 3,999,920 -
Finance cost (193,111} (173,489)

The Company’s audit fees are borne by the ultimate parent company, NAB

Transactions with directors, key management and their close family members
There are no amounts outstanding at 30 September 2011 (2010 £MNil} for transactions, arrangements and agreements
between the Company and its directors, key management and their close family members during the year

18




NATIONAL AUSTRALIA FINANCE (VESSEL LEASING NO 4) LIMITED
Yeor ended 30 September 2011

Notes to the Financial Statements {continued)
13) Related party transactions {continued)

Compensation of key management personnel
All compensation recerved by key management personnel relates to therr duties on behalf of other NAB Group compamies
Thus no disclosure is presented in these Financial Statements

Directors’ emoluments
The directors are employed as executives of other NAB Group companies The aggregate emoluments of the directors of
the Company were £Nil (2010 £NIl}

14) Risk Overview
Risk management

Effective management of risk s a key capability for a successful financial services prowder, and 1s fundamental to NAB
Group Akey component of the NAB Group’s risk management strategy i1s the establishment by the Board of a formal ‘nsk
appetite statement’ for the NAB Group

This places an overall imit on the total amount of nsk that the NAB Group is prepared to take That posttion 1s set with
respect to the returns that the NAB Group 1s seeking to provide to shareholders, the credit rating that the NAB Group I1s
seeking to maintain, and the NAB Group’s capital position and desired ratios

tm bine with the NAB Group Risk Charter, the NAB Group's approach te nsk management is based on an overniding principle
that risk management capability must be embedded within the business’ front-line teams to be effective This
overnding principle embodies the following concepts

e all business decistons proactively consider risk,

*  business managers use the risk management framework, which assists in the appropriate balancing of both risk
and reward components,

s all employees are responsible for nsk management in ther day-to-day activities, and

* nisk management is a core competency area for all employees

The NAB Group manages risk within an established ‘three lines of defence’ framework Controlis exercised through a
clearly defined delegation of authority, with clear and rapid communication and escalation channels throughout the
organisation The first hne of defence comprises the business units managing the risks associated with their activities The
second line encompasses dechicated risk functions who are accountable for independent monitoring and oversight The
third line of defence relates to Internal Audit independently reviewing, monitoring, and testing bustness unit complance

with risk policies and procedures, and regularly assessing the overall effectiveness of the nsk management framework

The NAB Group Risk Management Committee, chaired by the Managing Director and Group Chief Executive, serves as the
principal nisk strategy and policy decision making body within the NAB Group, and prowides the Board with assurance i the
performance of the overall risk management framework This commuttee i1s supported by three sub-committees - NAB
Group Credit and Concentration Risk Commuttee, NAB Group Asset and Liability Committee, and NAB Group Capital
Committee— each with a specialised focus

Within the UK there 15 also a regional Risk Management Committee comprised of senior regional executives, which serves
to provide a leadership focus on key nisk 1ssues from a regional perspective

19




NATIONAL AUSTRALIA FINANCE (VESSEL LEASING NO 4) LIMITED
Year ended 30 September 2011

Notes to the Financial Statements {continued)
14) Risk overview (continued)
Operational risk and compliance

Operational nsk 1s the nsk of loss resutting from inadequate or falled processes, people or systems, or from external
events This includes nisk relating to the management of ongoing activities, as well as to organisational changes such as
project and change imitiatives

Compliance 1s the requirement to comply with external regulatory and legal obligations in addition to operating within the
Group and regronal policies and standards  This includes risk relating to reputational impact, incurring restrictive
conditions and undertakings by regulators on how the Group does business

Various reports are produced at management, Board sub-committee and Board level to assist with their oversight and
monitonng obligations  This incarporates regronal reporting of nisk profiles, key operational nisk and events, as well as
consideration of externat events and their relevance to the NAB Group  This process generates visibility and understanding
of the NAB Group’s overali operational risk profile

The Operational Risk Framework {“ORF") is based on a set of core principles and defines the NAB Group's standards for
operational nsk management and compliance Its design recognises the importance of embedding operational nsk and
comphiance into ‘business-as-usual’ activities it has particular focus on defining and implementing the right behaviours
and incorporating risk considerabion into Group's systems and processes

The ORF 15 an essential element of the business strategy, which underpins all operattonal risk management actiities It
includes

*  an established governance structure that 1s used to ensure consistent application, management and reporting of
the operational nsk management process This element also includes the establishment and communication of
the Company's aperational risk appetite, and

s astructured nsk management process to factitate the identification, quantification and management of risks

The NAB Group 1s committed to sound rnisk management and comphance and continues to improve 1ts capabilities in these
areas

Farr values

The fair value 1s the amount for which an asset could be exchanged, or a hability settled, between knowledgeable, willing
parties in an arm’s length transaction

The carrying amounts of cash and cash equivalents, amounts due from and due to related entities, and other trade
receivables and payables are considered to approximate fair value  This 15 due to their short term nature

Investments in controlled entities are unlisted and do not have a quoted market price, these are measured at cost less
impairment as the fawr value cannot be reliably measured

Credit rnisk

Credit nisk 15 the potential that a borrower or a counterparty will fail to meet its obligations in accordance with agreed
terms NAB places limits around the amount of nsk accepted to one borrower, which are morutored on a frequent basis

Given the majonty of balances are with related entities the credit risk 1s deemed to be mirimal

The maximum exposures to credit nisk for the components of the balance sheet are set out below
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NATIONAL AUSTRALIA FINANCE (VESSEL LEASING NO. 4) LIMITED
Year ended 30 September 2011

Notes to the Financial Statements (continued)

14) Risk overview (continued)

Credit nsk {continued)
2011 2010
£ £
Assets
Investment in controlled entities 34,827,576 34,827,576
Cash and cash equivalents 736,833 224,166
Trade and other recevables 322,816 558,004
Total credit risk exposure 35,887,225 35,609,746

The Company does not have any collateral or other credit enhancements supporting these assets The credit quality of
assets are neither past due orimpaired There are no undrawn commitments that the Company 1s exposed to

Currency risk

Currency risk 1s the risk that the value of a financial instrument will fluctuate because of changes in foreign exchange rates
The Company has no material transactional exposures that give rise to net currency gains and losses

Liquidity risk

Liquidity nisk 1s the nisk that the Company will encounter difficulty in meeting obligations associated with financial habilities
when they fall due

The iquidity nsk monitoning and maintenance 1s managed on a monthly basis from reviews performed on management
information to ensure that all habilities can be met when they fall due

The directors do not believe there 1s a significant exposure to hquidity risk due to the related party nature of funding and
hability exposures with fellow NAB Group companies.
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Notes to the Financial Statements {continued)

14) PRusk overview (continued)
Liquidity risk (continued}

Cash flows maturity profile for liabilities as they foll
due

2011

f

Trade and other payables
Due to related entities
Deferred tax habilities

Cash flows maturity profile for iabtities as they fall
due

2010

£

Due to related entities
Deferred tax habilities

interest rate risk

3 months or 3t012 No specific Total
less months maturity
- - 558,331 558,331
29,383,283 - - 29,383,283
- - 5,707,005 5,707,005
29,383,283 - 6,265,336 35,648,619
3 months or 3to12 No specific Total
less months maturity
32,427,182 - - 32,427,182
- - 6,524,994 6,524,994
32,427,182 - 6,524,994 38,952,176

Part of the Company’s exposure to interest rate risk 1s in relation to the mismatching of the dates on which interest
receivable on assets and interest payable on habilities are next reset

The table on the following page summarnises these pricing mismatches as at 30 September 2011 and 30 September 2010
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Year ended 30 September 2011

Notes to the Financial Statements {continued)

14) Risk Overview (continued)

Interest rate risk {continued}

Interest rate sensitivity analysis
2011
£

Assets

Investment in controlled entities
Cash and cash equivalents
Trade and other receivables

Liabilities

Due to related entities
Due to partnership

Trade and other payables
Deferred tax liabilities
Shareholders equity

Gap

Woeighted Call 3months or  Noninterest Total
average less bearing
effective
interest rate %
- - - 34,827,576 34,827,576
- 736,833 - - 736,833
- - - 322,816 322,816
736,833 - 35,150,392 35,887,225
0 8% - 22,196,761 39,957 22,236,718
- - - 7,146,565 7,146,565
- - - 558,331 558,331
- - - 5,707,005 5,707,005
- - - 238,606 238,606
- 22,196,761 13,690,464 35,887,225
736,833 {22,196,761) 21,459,928 -
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Notes to the Financial Statements (continued)
14} Risk Overview {continued)

Interest rate nsk {continued)

Weighted Call 3monthsor  Noninterest Total
! average less bearing

Interest rate sensiiivity analysis effactive
2010 interest rate %
£
Assets
Investment in controlled entities - - - 34,827,576 34,827,576
Cash and cash equivalents - 224,166 - - 224,166
Trade and other recewvables - - - 558,004 558,004

224,166 - 35,385,580 35,609,746
Liabiities
Due to related entities 07% - 26,511,225 42,460 26,553,685
Due to partnership - - - 5,873,497 5,873,497
Deferred tax habilities - - - 6,524,994 6,524,994
Shareholders equity - - - (3,342,430} (3,342,430}

- 26,511,225 9,098,521 35,609,746

Gap 224,166 (26,511,225) 26,287,059 -
Capital Management

The Company Is governed by NAB Group’s capital management policy The objectives of the NAB Group’s capital
management policy are to efficiently manage the capital base to optimise shareholder returns whilst maintaining capital
adequacy and satisfying key stakeholders such as regulators and ratings agencies This 1s managed and monitored at a
group level not at a Company levet
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