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NAGEO B V
Year ended 30 September 2010

Report of the Directors

The directars of NAGEO 8 V (the “Company”) submit their report and Financial Statements for the year endead 30
September 2010 The Company s registered in The Netherlands with registration number B¥1110532 and 1n England and
Wales with registration number FC022580

Principal activities

The Company provides finance to National Australia Bank Limited (“NAB”) or to any wholly owned subsidrary of NAB, and
enters into and participates in various financial transactions with the NAB Group

Profits and appropriations

The profit attributable to the shareholders for the year ended 30 September 2010 amounted to £1,050,000 (2009
£3,313,000) before the payment of dividends in respect of ordinary shares 1ssued

Business review and future developments

The Company continues to operate as an investment company The directars are currently considering the future of the
Company within the wrder NAB Group No formal resolution has been made on the future of the Company and as such the
Financial Statements continue to be prepared on a going concern basis

The principal risk and uncertainties are set out in Note 12 to the Financial Statements The Company does not expect any
significant rnisk changes in the future

The directors do not rely on any key performance indicators at the Company level to monrtor performance The nature of
the business means 1t 1s more relevant to perform a review of the KPI’s at the NAB Group level

Going Cancern

The Directors consider the going concern basis of preparation of the Financial Statements to be appropniate The Company
has generated satisfactory profits and has an adequate capital base 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

S Learoyd resigned on 24 March 2010

Directors’ interests

As the Company Is @ wholly owned subsidiary of NAB, which 1s incorporated in Austraha, any interest which the directors
may have in NAB does not need to be notified to the Company 50 1 not disclosed in this report No director had any
interest In the shares or debentures of the Company or any Group company at any time during the year

Directors’ habilities

During the year the NAB Group pard a premium for a contract insuring the directors and officers of NAB, 1ts subsidiaries
and controlled entities against personal habilities which may arise in the course of the performance of their duties, as welt
as protecting the NAB Group itself to the extent that it 1s obliged to indemnriy directors and officers for such hability
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Report of the Directors {continued)

Company secretary

The current Company secretary 1s shown on page 2

Employee involvement

The Company does not have any employees {2009 None) All staff are provided by the ultimate parent company, NAB
Chanitable and political donations

No charitable or political donations were made throughout the year (2009 £N1)

Corporate Governance

It 1s the Company’s policy not to include all of the disclosures in respect of voluntary Corporate Governance Codes of
Practice as it 1s 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 consideration of autharitative
pronouncements on audit committees and assoctated disclosures in Australia, the USA and UK

Events since the balance sheet date

No other information has been identified since the balance sheet date about conditions existing at the balance sheet date,
which are required to be disclosed i these Financial Statements

Auditors
Aresolution to reappoint Ernst and Young Accountants LLP will be proposed at the next Annual General Meeting
Directors’ statement as to disclosure of information to auditors

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

»  tothe 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

* 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
R Catt

)l
P
Director

2o MRl 201)
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Income Statement for the year to 30 September 2010

2010 2009

Note £'000 £000

Interest income and similar income 10 1,253 4,243
Interest expense 10 - (1,648)
Other operating expense (1) -
Profit on ordinary activities hefore tax 1,252 2,595
Income tax {charge) feredit 7 (202) 718
Profit for the year and total comprehensive profit 1,050 3,313

The Company has no recognised gains or losses other than those disclosed above

Alt tems dealt with in arriving at the profit on ordinary activities before tax for the year ended 30 September 2010 and the
year ended 30 September 2009 relate to continuing operations

Statement of changes in equity for the year to 30 September 2010

Share Share Revaluation Retained Total

capital premium reserves earnings shareholders’

equity

£'000 £000 £000 £'000 £000

Balance at 1 October 2009 27 151,225 (7) 3,068 154,313
Profit for the year - - - 1,050 1,050
Dividend paid - - - (2,800) {2,800)
FX Revaluation (1) - (1) - (2)
Balance at 30 September 2010 26 151,225 {8} 1,318 152,561




NAGEOB V
Yeor ended 30 September 2010

Balance Sheet as at 30 September 2010

Current assets

Cash and cash equivalents
Due from related entities
Current tax

Total assets

Total habiities

Net assets

Shareholders’ equity
Share capital

Share premium
Revaluation reserves
Retained earnings

Total shareholders’ equity

Note

10

ot bW

The Financial Staternents were approved by the directors on

by

R Catt
Director

2010 2009
£000 £'000
21 10
152,173 153,734
367 569
152,561 154,313
152,561 154,313
26 27
151,225 151,225
(8) 7
1,318 3,068
152,561 154,313
z‘,ﬁ MAE 20 and were signed on their behalf
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Cash Flow Statement for the year ended 30 September 2010

2010 2009

Note £'000 £000
Cash flows from operating activities
Profit before taxation 1,252 2,595
Adjustments for non cash movements
Interest Income {1,253) (4,243)
Interest expense - 1,648
Other expense 1 -
Cash flows from operating activities before changes - -
in operating assets and hiabilities
Tax - -
Net cash {used in)/prowided by operating activities - -
Cash flows from investing activities
Interest received 1,252 5,681
Increase / (decrease) in amounts due from related
entities 1,559 (290)
Net cash provided by investing activities 2,811 5,391
Cash flows from financing activities
Interest paid - (3,295)
Ordinary dividends paid to ultimate parent {2,800) {2,100}
Net cash used in financing activities (2,800) {5,395)
Increasef{Decrease) in cash and cash equivalents 11 {4)
Cash and cash equivalents at beginning of year 10 14
Cash and cash equivalents at end of year 9 21 10




NAGEO B V
Year ended 30 September 2010

Notes to the Financial Statements

1}  Authonsation of Financial Statements and statement of comphance with International Financial Reporting
Standards

The Financial Statements of NAGEO B v for the year ended 30 September 2010 were authorised for 1ssue by the directors
an g,p MR CE Zon and the batance sheets were signed on their behalf by R Catt

The immediate parent undertaking s National Australia Group Europe Investments Limited and the ultimate parent
undertaking 15 National Australia Bank Limited {(“NAB”}, a company incorporated in the State of Victaria, Australia NAB
heads the largest group in which the results of the Company are consolidated The smallest group into which the results of
the Company are consolidated is that headed by National Australia Group Europe Limited which is incorporated in Great
8ritain and 1s registered in England and Wales

Copies of the group accounts prepared in respect of National Australia Group Europe Limited and NAB may be obtained
from MNational Australia Bank Limited {London Branch), 88 Wood Street, Londen, EC2V 70Q

The Financial Statements of the Company have been prepared !n accordance with International Financial Reporting
Standards {IFRS) as adopted by the European Union and as applied in accordance with Dutch Law The principal accounting
policies adopted by the Company are set out 1n Note 2

2)  Accounting policies
Basis of preparation

The preparation of Financial Statements in conformity with IFRS requires the use of certain critical accounting estimates
and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses and the disclosed amount
of contingent habilities  Assumptions made at each balance sheet date are hased 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 It s not anticipated that such differences would be matenal

The Financial Statements have been prepared under the historical cost convention, as modsfied 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 1ssued the following standards
and interpretations with an effective date after the date of the Financial Statements that could be relevant to this
Company in future years

International Financial Reporting Standards Effective date
Annual periods beginnming
On or after

IFRS 9 Financial Instruments Recognition and Measurement 1January 2013

IAS 24 Revised — Related Party Disclosures 1January 2011

The Company has not early adopted these new/revised standards and interpretations, which are unlikely to have a
significant impact on the Campany’s Financial Statements There were no IFRIC's released that are deemed relevant to the
Company
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Notes to the Financial Statements (continued)
2}  Accounting policies {continued}
Functional and presentational currency

The Financial Statements are presented in pounds sterling, which is the Company’s functional and presentational currency
All amounts are expressed i pounds sterling and all values are rounded to the nearest thousand pounds unless ctherwise
stated

Foreign currency denominated share capital

Share capital has been translated at the year end exchange rate The movements are not considered sigmificant for the
Financial Statements and any items are transferred to reserves

Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents comprise balances with less than thrae 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 appropriate

Interest income

Interest income |5 reflected n the income statement using the effective interest method The effective interest rate
method 15 @ methaod of calculating amortisation using the effective interest rate of a financal instrument, The effective
Interest rate is the rate that exactly discounts the estimated stream of future cash payments or receipts over the expected
life of the financial Instruments or, when appropriate, a sherter period to the net carrying amount of the financial
Instrument

Recognition of fee income including loan related fees and costs

Interest income 15 reflected in the Income Statement when earned on an accruals basis When fees and commussions relate
to specific transactions or events, they are recogmsed as mcome in the perod that services are provided When they are
charged for services provided over a perod, they are recognised as income on an accruals basis

Preference shares

Under [AS 32 the preference shares are classified as non-current llabilities as they have the characteristics of debt rather
than equity, and the preference dividend expense is recorded within interest expense and accrues an a daily basis The
preference shares are translated at the rate prevailing on the balance sheet date but due to the small nominal values this 15
not sigmficant to the accounts The premium paid on the purchase of the shares was paid in pounds sterling and therefore
1s not impacted by changes in foreign exchange rates

Dividend payments

Dividend payments are recorded inretained earnings when the Company's right to payment of the dividends is
established

Related party transactions

The Company enters into a number of related party transactions including recewing and providing funding to other NAB
Group companies Loans and recevables are non-derivative financial assets with fixed or deternunable payments that are
not quoted in an active market and are not classed as ‘avallable for sale’ or designated at fair value through profit and loss
Loans and receivakbles are recorded at amortised cost using the effective interest method, adjusted for impairment losses
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Notes to the Financial Statements {continued)
2}  Accounting policies {continued)}
Related party transactions {Continued)

and unearned income They are derecognised when the rights to receive cash flow have expired or transferred
substantiaily all the nisks and rewards of ownership

Income tax

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

Deferred tax assets and liabilities are recognised on temparary differences ansing between the tax bases of assets and
liabilities and their carrying amounts 1in the Financial Statements Deferred tax s determined using tax rates and laws that
have been enacted or substantively enacted by the balance sheet date and are expected to apply when the related
deferred tax asset I1s realised or the deferred tax hability i1s settled A deferred tax asset or hability 1s not recogmsed if 1t
arises from instial recognition of an assef or liability that at the time of the transaction affects neither accounting profit nor
taxable profit or loss

3}  share capital

2010 2009
€ €
Authorised

150 ordinary shares of €300 each 45,000 45,000
2010 2009
£ £

Allotted, called up and fully paid
100 ordinary shares at €300 each 25,992 27,448
25,992 27,448

The exchange rate used as at balance sheet date was €1=£0 87 (2009 €1=£091) Anychange in translation is taken to
reserves

There 15 no restriction on the rights of holders of the erdinary shares Each ordinary share carries {and previously each
preference share carrnied} the right to ane vote per share held

10
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Notes to the Financial Statements (continued)

4)  Share premium

2010 2009

£'000 £°000
Share premium on 75 ardinary shares at £683,000 per share 51,225 51,225
Share premium on 25 ordinary shares at £4,000,000 per share 100,000 100,000

151,225 151,225

5)  Rewvaluation reserves

2010 2009

£000 £000
FX translation on ordinary share capital at 1 October (7} (3}
FX translation movement on preference shares (1 (4}
FX translation on ordinary share capital at 30 September (8) {7
6) Retained earnings

2010 2009

£'000 £000
At 1 October 3,068 1,855
Profit for the year 1,050 3,313
Dividends paid —equity (2,800} {2,100)
At 30 September 1,318 3,068
7}  Income tax credit / {expense)
a) Current tax charge

2010 2008

£000 £000
UK corporatron tax at 28% (2009 28%) (351] 718
Prior year adjustment 145 -
Income tax {expense)/ credit reported in the income statement (202) 718

The current tax charge 15 28% Following the emergency budget on 22 June 2019, a reduction in the corporation income tax
rate was announced from 28% to 24% This 1s to be phased in over four years from 1 April 2011

11
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Notes to the Financial Statements {continued)
Income tax crecit / {(expense} {continued}

b) Analysis of the charge for the year

2010 2009
£/000 £'000
Profit on ordinary activities before tax 1,252 2,595
Profit multiplied by standard rate of corporation tax (351) {727}
1n the UK of 28%
Effects of
Permanent differences - (481)
Prior year adjustment 149 - |
Group relief not paid for - 1,906
Total tax (charge)/credit for the period {202) 718

The Company 1s incorporated in the Netherlands but tax resident in the UX by virtue of being managed and controlled in
the UK Permanrent differences relate to Group relief claimed far nil consideration and amaounts not deductible for tax
purposes

8}  Interim dividends paid

2010 2009
£000 £'000
Interim dividends paid on 100 {2009 75) ardinary shares at £28,000 per share 2,800 2,100

9)  Cash & cash equivalents

For the purposes of the Cash Flow Statement, cash and cash equivalents comprise the following balances with less than
three months maturity from the date of inception

2010 2009
£000 £'000
Due from related entities (Note 10} 21 10

12
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Notes to the Financial Statements {continued)
10} Related party transactions

The Campany 1s a wholly owned and controlled entity of National Australia Bank Limited The ultimate parent entity of the
Company 15 NAB

2010 2009
£000 £'000
Amounts due from related entities
Amounts due from parent undertaking 151,84C 153,679
Accrued interest recevable from parent undertaking 333 55
Amount due from ultimate parent (Note 9) 21 10
As at 30 September 152,194 153,744

The amount due frem parent undertakings 1s a vaniable rate deposit with National Australia Group Europe letted and has
amaturity of 14 January 2011 at a rate of 1 02% {2009 1 01%) This deposit rolls on a quarterly basis

2010 2009
£'000 £'000
Transactions during the year with refated parties
Interest recevahle from intermediate parent 1,253 4,243
Interest payable to intermediate parent - {1,648)
Management fee payable to ultymate parent - -
Net income from related parties 1,253 2,595

In 2009 Interest payable (under IAS32) represented accrued preference share dividend expense for the year at an annual
rzte of 6 59% On 20 March 2009, with the requisite approvals and agreement of the preference shareholder, the Company
converted the 25 preference shares into 25 ordinary shares with a share premium equivalent to £4,000,000 per share The
Company’s audit fees are borne by the ultimate parents company NAB

Transaction with Directors, key management and their close family members

There were no amounts outstanding as at 30 September 2010 (2009 £Nil) for transactions, arrangements and agreements
between the Company and its directors, key management and their close family members during the year No transactions,
arrangements or agreements have taken place during the year

Cempensation of key management personne}

All compensation received by key management perscnnel relates to their duties on behalf of other NAB Group companies

13
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Notes to the Financial Statements (continued)

10) Related party transactions (continued)
Directors' emoluments

The directors are employed as executives of other NAB Group companies Therefare no amounts are disclosed as referred
to in Article 383, Book 2 of Dutch Civil Code for the three directors of the Board The Company has no Supervisory Board
members The aggregate emoluments of the directors of the Company were ENil (2009 £Nil)

11} Risk overview
Risk management

Effective management of nisk is a key capability for a successful financial services provider, and 1s fundamental to NAB
Group A key component of the NAB Group’s risk management strategy is the establishment by the Board of a formal ‘risk
appetite statement’ for the NAB Group

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

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

» all business decisions proactively consider risk,

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

+ allemployees are responsible for nisk management in theswr day-to-day activities, and

¢ nsk management Is a core competency for all employees

The NAB Group manages nisk within an established ‘three Iines of defence’ framework Control s exercised through a
clearly defined delegation of authority, with clear and rapid communication and escalation channels throughout the
organisation The first line of defence comprises the business urits managing the risks associated with their activities The
second line encompassas dedicated nisk functions who are accountable for ndependent moritoring and oversight The
third ine of defence relates to Internal Audit independently reviewing, monitoring, and testing business umit comphance
with risk policies and procedures, and regularly assessing the overall effectiveness of the risk management framework

The NAB Group Risk Management Committee, chared by the Managing Director and Group Chuef Executive, serves as the
principal risk strategy and policy decision making body within the NAB Group, and provides the Board with assurance in the
performance of the overall risk management framework This committee is supported by three sub-committees — NAB
Group Credit and Concentration Risk Committee, 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 risk 1ssues from a regional perspective

Operational risk and comphance

Operational risk is the nsk of loss resulting from inadequate or falled processes, people or systems, or from external
events This includes risk relating to the management of ongeing activities, as well as to organisational changes such as
project and change initiatives

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

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

Varigus reports are produced at management, Board sub-committee and Board level to assist with their oversight and
monitoring obligations This incorporates regienal reporting of risk profiles, key operational nisk and events, as well as
consideration of external events and their relevance to the NAB Group This process generates visihility and understanding
of the NAB Group’s overall operational nsk prof:le

The Operational Risk Framework ("ORF”} 1s based on a set of core principles and defines the NAB Group’s standards for
operattonal sk management and compliance Its design recognises the importance of embedding operational nsk and
compliance into ‘business-as-usual’ activities It has particular focus on defining and implementing the right behaviours
and incorporating rnisk considerations into the Group’s systems and processes

The ORF is an essential element of the business strategy, which underpins all operational risk management activities It
includes

e  Anestablished governance structure that 1s used to ensure consistent application, management and reporting of
the operational nsk management process This element also includes the estahlishment and communication of
the Company’s operational risk appetite, and

e Astructured risk management process to facilitate the identification, quantification and management of risks

The NAB Group 15 committed to sound risk management and compliance and continues to improve its capabilities in these
areas

Fair values

The fair value 15 the amount for which an asset could be exchanged, or a liability 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 are considered to
approximate fair value This is due to therr short term nature

15
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Notes to the Financial Statements {continued)
11} Risk overview {continued)
Credit nsk

Credit risk 1s the potential that a borrower or a counterparty will fail to meet its obhgations in accordance with agreed
terms NAB places hmits around the amount of nisk accepted to one borrower, which are monitered on a frequent basis

Given the majority of balances are with related entities the credit risk 1s deemed to be minimal

The maximum exposures to credit risk for the components of the balance sheet are set out below

2010 2009
£000 £'000
Assetls
Cash and cash equivalents 21 10
Due from related entities 152,173 153,734
Current tax 367 569
Total credit nsk exposure 152,561 154,313

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

Currency risk

Currency risk is the risk that the value of a financral instrument will fluctuate because of changes in foreign exchange rates
The Company has no matenal transactional exposures that give rise to net currency gams and losses

Liquidity risk

Liquidity risk ts the risk that the Company will encounter difficulty In meeting obhigations assocrated with financial habilities
when they fall due The hquidity risk menitoring and maintenance 1s managed an a monthly basts 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 liquidity risk due to the related party nature of funding and
lability exposures with fellow NAB Group companies Given the short term nature of the liabilities the undiscounted cash
flows are not significantly different from the balance sheet carrying values

16
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Notes to the Financial Statements {continued)
11) Risk overview {continued)

interest rate sensitivity analysis

The Company 1s exposed to the nisk of fiuctuations in interest rates due to the assets accruing interest at a floating rate and
the habilities at a fixed rate The risk of a 1% increase or decrease in rates will have the following effect on net assets and

profit before tax

2010 2009
£000 £'000
1% Iincrease in rates 1,522 1,537
1% decrease in rates {1,522} {1,537)
Interest rate risk
Part of the Company’s exposure to Interest rate nsk s n relation to the mismatching of the dates on which interest
recewvable on assets and interest payable on hiabiiities are next reset
The tabie below summarises these pricing nismatches as at 30 September 2010 and 30 September 2009
Interest rate sensitivity Weighted Call 3 months 3to 12 No specific Non- Total
analysis average ar less months maturity interest
2010 effective bearing
£'000 interest
rate %
Assets
Cash and cash equivalents - 21 - - - - 21
Due from related entities 102% - 151,838 - - 335 152,173
Current tax - - - - - 367 367
21 151,838 - - 702 152,561
Ligbiities
Shareholders’ equity - - - - - 152,561 152,561
- - - - 152,561 152,561
21 151,838 - - (151,859) -
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Notes to the Financial Statements (continued)
11) Risk overview [continued)

Interest rate sensitivity analysis (continued)

Interest rate sensitivity Werghted Call 3 months 3to 12 No Non- Total
analysis average or less months specific interest
2009 effective maturity bearnng
£000 interest
rate %
Assets
Cash and cash equivalents - 10 - - - 10
Due from related entities 101% - 153,400 - 334 153,734
Current tax asset - - - - 569 569
10 153,400 - 903 154,313
Liabiitties
Shareholders’ equity - - - - 154,313 154,313
- - - 154,313 154,313
10 153,400 - (153,410) -

Capital Management

The Company 15 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 mamntaining 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 level

18



NAGEO B V
Yeor ended 30 September 2010

Other information

1) Statutory appropniation of income

According to Arucle 29 of the Articles of Association, the Company may only make distributions to shareholders and other
persons entitled to distributable profits to the extent that its equity exceeds the total amount of its 1ssued share capital and
the reserves to be maintained pursuant to the law

2)  Proposai of profit appropriation

Subject to the approval of the Annual Meeting of Sharehalders, the total net profit amounted te £1,050,000 {2009
£3,313,000) Out of the net profit for the year, dvidends of £2,800,000 (2009 £2,100,000) have been paid to the
shareholders

3)  Auditor’s report

The auditor’s report is set forth on the following page

The directors of the Company

A
R Catt A 0 ——
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