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MAIN TERMS OF OFFER

Name And Address Of The Credit Union
Name of Credit Union: Credit Union Canterbury (Credit Union)

Registered Office. Shop 32A, Northlands Mall, Main North Road,
Papanui, Chnstchurch
Branch Offices: Chnistchurch Branch:  Shop 32A, Northlands Mall

Main North Road, Papanui

PO Box 5343, Christchurch

Ph (03) 352 3319 Fax (03) 352 3304

Hours: 9.00 am to 5.00 pm, Mon-Fri

10.00 am to 2.00 pm, Sat

Timaru Branch: Shops 11/12, Rhodestown Centre

39 North Sireet

PO Box 305, Timaru

Ph (03) 688 9514 Fax (03) 688 9367

Hours: 9.00 am to 4.30 pm, Mon- Fri

Description Of The Activities Of The Credit Union

The Credit Union is a financial co-operative registered as a credit union under the
Fnendly Societies and Credit Umions Act 1982 (Act) The objectives of the Credit
Union are essentially the promotion of thrift amongst its members by the
accumulation of their savings, the use and control of the members' savings for their
mutual benefit and the training and education of the members in the wise use of
money and in the management of their financial affairs,

The Credit Union's primary activity over the past five years preceding the date this
Prospectus was delivered to the Registrar of Companies for registration, has been to
provide a co-operative savings facility for members to form a loan fund.

The principal fixed assets of the Credit Union comprise data processing equipment,
furniture and fittings, located at the Credit Union's offices. The principal fixed assets
are used solely for the purpose of furthering the Credit Union's objectives.

The Credit Union incurred a significant operating loss of $64,891 for the financial year
ended 31 March 2002. This operating loss caused a significant deterioration in the
financial position of the Credit Union and, as at 31 March 2002, the Credit Union's
liabilities exceeded its assets by $50,862. As a result, the Credit Union underwent a
significant restructuring with a view to operating profitably. The Credit Union has
generated operating surpluses since its restructuring . As at 31 March 2007, the
Credit Union's assets exceeded its liabilites by $149,394. In order to protect
member's funds while the Credit Union restores itself ta a sound financial position, a
"Stabilisation Trust Fund" was established. Please see paragraph 8.1 for further
information.

The Offer
This Prospectus details an offer to subscribe for $1 fully paid-up redeemable shares
(shares) in the Credit Union. The offer is made by the Credit Union to a section of the

public, being.

(a) Any person residing in the Canterbury District area within the region
governed by the Canterbury District Council, including any such person aged
16 years or younger;

(b) Any person who is a member of the same household as, and is a relative of,
a person who has been admitted to membership and who continues to qualify
for membership, of the Credit Union under paragraph (a): and
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(c) For the purposes of paragraph (b) above, the term "relative”, in relation to
any person, means:

)] The spouse of that person including any former spouse or de facto
spouse;

{ii) Any lineal ancestor, lineal descendent, brother, sister, uncle, aunt,
nephew, niece, or first cousin of that person or that person's spouse;
and

{iii) The spouse (including any former spouse or de facto spouse) or any
relative specified in subparagraph (ii).

Shareholders in the Credit Union are termed "members”. Unincorporated and
incorporated bodies, such as clubs, societies and companies cannot be members of
this Credit Union. The Credit Union offers prospective and existing members the
ability to subscribe for shares in the Credit Union.

The terms of the shares are described in detail at paragraph 1.4. A member's
shareholding must be held in one or more of the share accounts offered by the Credit
Union, which are described at paragraph 1 5.

Prudential Supervisor

The offer of the shares, being debt secunties, by the Credit Union 15 subject to the
terms of the Secunties Act 1978 The Credit Union has appointsd Trustees Executors
Limited (Prudential Supervisor} as statutory trustee of the offer under this
Prospectus for the purposes of the Securities Act 1978. The Prudential Supervisor’s
appointment and the parties' respective rights and obligations are recorded in the
trust deed entered into by the parties dated 12 December 2001, as amended by a
deed of variation of trust deed dated 12 December 2001 and a deed of modification of
trust deed dated 21 QOctober 2002 (Trust Deed) and registered with the Registrar of
Companies. Please refer to paragraph 7 for further information about the Trust Deed.

Shares
Members contribute to the Credit Union by way of shares that make up the capital of
the Credit Union

Minimum Shareholding

Each member must hold a minimum of one fully paid up share in the Credit Union. A
person will cease to be a member of the Credit Union If that person fails to hold at
least one fully paid up share in the Credit Union.

The minimum number of shares that a member can subscribe for in one transaction is
one at $1.

Maximum Shareholding

A member cannot have or claim any interest in shares of the Credit Union exceeding
the lesser of $250,000 or 10% of total tangible assets of the Credit Union (or such
other amount as determined by the provisions of the Act or the Trust Deed).

Joint Shareholding

Shares may be held by two or more members jointly. For the purposes of the Act the
person first named in the Credit Union's ledger will be deemed to be the member to
whaom the share was allotted.

Application For Shares

A prospective member's initial application to subscribe for shares must be made on
the Credit Union's standard application form, which is available on request from either
of the Credit Union's branches




A prospective member's application form, payment for his or her initial share
subscrption and evidence of identfication must be presented in person by the
prospective member at either of the Credit Union's branches.

The Credit Union will only accept applications from prospective members who meet
the membership critenia described at paragraph 1.3 and can provide appropriate
evidence of identification.

The Credit Union reserves the nght to accept or decline a prospective member's
application without giving any reason for its decision.

The application form also governs subsequent subscriptions for shares by the
prospective member, once therr application has been accepted. Al payments
received by the Credit Union from or for the account of a member are deemed fo be
an application by that member to subscnbe for additional shares in the amount of the
payment received

Payment For Shares

The shares are of a fixed amount, being $1, and cannct be allotted to a member until
fully paid-up in cash. Subscniptions for shares not in whole dollar amounts are
credited to the member's account and are deemed to be an advanced payment on a
subscription for an additional share

Subscriptions for shares are payable in the manner required by the Credit Union,
which may include, payment in cash or by way of personal or bank cheque, direct
credit, automatic payment, salary or wage deduction or as otherwise agreed in writing
by the Credit Union. Many businesses will deduct member's payments directly from
their salary or wages on request and direct credit the payment to his or her share
account(s) with Credit Union. This arrangement may be put in place by the Credit
Union with businesses, with their prior agreement, if members so request.

The shares offered under this Prospectus rank equally with all other shares issued by
the Credit Union.

Voting Rights

On every matter determined by a vote of members of the Credit Union, each member
is entitled to vote However, each member has one vote only, irrespective of the
number of shares held by that member or whether the shares are held jointly with any
other person.

Matters on which members may vote at the Credit Union's annual general meeting
include the appointment of directors and trustees of the Credit Union, any
amendment to the rules of the Credit Union (Rules), including any alteration to the
Credit Union's maximum fee structure For further information about the Rules please
see paragraph 2.2.

A special general meeting of members must be called by the Chairperson of the
Credit Union on application of 100 members of the Credit Union to consider the
business proposed by the members n therr application. The directors, the trustees or
supervisory committee of the Credit Union may also resolve to call a special general
meeting of members.

The Prudential Supervisor may also call a general meeting of members to raise and
discuss any 1ssue relating to the administration of the affairs of the Credit Union

The Rules do not allow a member to vote by proxy.




Statement Of Shareholding

The Credit Union does not issue share certificates to its members. All deposits and
withdrawals from a member's share account will be entered in the member's share
account.

The Credit Union will an request, and not less than every six months during the
period of membership, forward a statement of account to each memher of thewr
shareholding in the Credit Union.

A member may use the Credit Union's automated telephone service, secure internet
service or csllular TXT service to establish the balance of his or her share accounts.
A member must obtain a log-in identification and password from the Credit Union
before using the automated telephone service or secure internet service for the first
time. A member must register with the Credit Union for the use of the cellular TXT
service. These automated services are generally available 24 hours a day, seven
days a week.

Transfer Of Shares

Shares in the Credit Union are not transferable except where a member has
nominated in writing that a person I1s to receive the member's shareholding in the
Credit Union on the member's death, or any moneys payable by the Credit Union to
the member, at that time. However, any such nomination can only provide that a
persan receive that part of the member's shareholding, or moneys payable by the
Credit Union, up to a maximum of $2,000. Furthermore, to be legally enforceable, any
such nomination must be signed by the member and delivered or sent to the
registered office of the Credit Union, or made in the register of members kept at the
Credit Union's registered office. Please refer to paragraph 2.3 for a further
explanation of the register of members

Withdrawal From Membership

A member may withdraw from membership of the Credit Union at any time. All
amounts paid on shares by the withdrawing member, plus any returns owed, will be
paid to the withdrawing member as funds become available but only after deducting
all amounts due from the member to the Credit Union. The terms outined under the
heading "Withdrawals" at paragraph 1.5 will apply to payments made to a
withdrawing member.

Death Or Bankruptcy

When a member dies, the survivor or survivors where the deceased was a joint
holder of the shares, or the executorsfadministrators of the deceased’s estate where
the deceased was the sole holder of the shares, will be the only persons recognised
by the Credit Union as having any title to the deceased's mterest in the shares. In the
case of the death of a joint holder of the shares his or her estate shal! remain liable in
respect of any share which has been jointly held by that member with other persons.

Where a member dies or becomes bankrupt, the member's personal representative
or the assignee of the member's estate, as the case may be, will be entitled, upon the
production of such evidence as may be required by the board of the Credit Union, to
be paid all amounts paid on shares by the relevant member, plus any returns owed,
but only as funds become available and only after deducting all amounts due from the
relevant member to the Credit Union. The terms outlined under the heading
"Withdrawals" at paragraph 1.5 will apply to payments made in this case.

A member may nominate that a person 18 to receve his or her shareholding and any
other moneys payable by the Credit Union to the member on his or her death, in
accordance with the terms outlined under the heading "Transfer of Shares™ above.
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Non-Qualifying Members

Should a member cease to meet the membership criteria outlined at paragraph 1.3,
or fail to operate at least one share account (described at paragraph 1.5) during any
twelve month period, that member will be deemed to be a "non-gualifying member".

A non-qualifying member may, subject to the Rules and the provisions of the Act,
purchase shares and receive loans. A lcan to a non-qualifying member may not
exceed the shares held by that member in the Credit Union.

The number of non-qualifying members must not exceed 10% of the total
membership of the Credit Union.

If the number of non-qualifying members exceeds 10% of the total membership of the
Credit Union, the Rules authorise the board of directors to terminate the membership
of as many non-qualifying members as is necessary to reduce the number of non-
qualifying members to 10% of the total membership of the Credit Unlon. in exercising
this power the Credit Union will first terminate the membership of those non-qualifying
members It considers to have the least involvement in the Credit Union or, if unable to
draw such a distinction, non-gqualifying members will be selected by ballot

Following the termination of a non-qualifying member's membership, that member will
be paid all amounts paid on shares by the member, plus any returns cwed but only as
funds become availabie and only after deducting all amounts due from the member to
the Credit Union. The terms outlined under the heading "Withdrawals" at paragraph
1 5 will apply to payments made in this case.

Expulsion From Membership

A member may be expelled from membership by a two thirds majority vote of the
members present at a special general meeting of the members of the Credit Union
called for that purpose.

All amounts paid on shares, plus any returns owed, will be paid to an expelled
member as funds become available and only after deducting al! amounts due from
the member to the Credit Union The terms outlined under the heading "Withdrawals”
at paragraph 1.5 will apply to payments made to withdrawing or expelled members.

Disputes

Every dispute between a member and the Credit Union, including disputes as to
continuation of membership, must, on application to the Credt Union, be settled by
arbitration in accordance with the Rules.

Investigation

Application may be made to the Regstrar of Friendly Sccieties and Credit Unions
(Registrar) for an investigation into the affairs of the Credit Union on application of
one-fifth of the members where there are less than 1,000 members in total, or on
application of 200 members where there are more than 1,000 members in total.

Share Accounts

A member's shareholding must be held in one or more of the share accounts
operated by the Credit Union. The member must nominate in writing which share
account(s) their shareholding 1s to be held in Each share account may offer differing
terms and conditions as to return, the minimum amount of shares required to be held
in that account, the term of investment, the timing of repayment and the methods of
withdrawal and subscription.

The rate of return on the shares Is dependent on the type of share account in which
the shares are placed, in particular the terms and conditions, the rate of return offered
at the time of application, the minimum amount of shares required to be held, the
term of the investment and the timing of repayment, of the relevant share account.




The rate of return on the shares is also dependent on the profitability of the Credit
Union

Details of the share accounts currently operated by the Credit Union as of the date of
this Prospectus, including the terms and conditions, the rate of return at the time of
application {or how that rate may be calculated), the minimum amount of shares
required to be held, the term of the investment, the tming of repayment and the
methods of withdrawal, are generally set out below and in more detall in the Third
Schedule.

Changes To Share Accounts

The board of the Credit Union reserves the right (subject to any restriction contained
in the Act, the Trust Deed, its Rules or otherwise at law) to vary the rate of return, the
terms and conditions, the minimum amount of shares required to be held, the term of
the investment, the timing of repayments and the methods of withdrawal and
subscription, in respect of any share account offered. Any such variation will be
notified to members by notice displayed at the Credit Union's offices, and will be
included in the Credit Union's newsletter which is distributed to all members.

Term Share Accounts

It is the board of the Credit Union's intention that shares placed in a term share
account will earn a monthly return at the rate specified in the account application
form. Please refer to the Third Schedule for detalls of the conditions, rates and terms
of the term share accounts offered by the Credit Union as at the date of this
Prospectus.

On Call And Notice Of Withdrawal Accounts

it is the board of the Credit Union's intention that shares placed in on call and notice
of withdrawal accounts will, subject to the board of the Credit Union's absolute
discretion to vary the rate of return, receive an annual return from the profits of the
Credit Union. Some on call and notice of withdrawal accounts are transactional
accounts and may not earn a return.

The method of calculating the rate of return on the Credit Union's on call and notice of
withdrawal accounts, together with the terms and conditions of these accounts as at
the date of this Prospectus is set out in the Third Schedule

Special Share Accounfts

It 15 the board of the Credit Union's intention that shares placed in a special share
account may either earn a monthly return or entitie the member to receive an annual
return from the profits of the Credit Union

The method of calculating the rate of return on the Credit Union's special share
accounts, together with the terms and conditions of those accounts as at the date of
this Prospectus 1s set out in the Third Schedule.

Maintenance Of Returns

The maintenance of the rate of return paid, if any, is largely dependent on annual
surpluses being earned through the ongoing profitability of the Credit Union. The
amount of any surplus available for distribution to members is also subject to the
obligation of the Credit Union to establish and mantain a general reserve and
prudential reserve.

The Credit Union has a statutory obligation fo maintain a general reserve. The current
obligation in this regard is to transfer an amount equal to 5% of the Credit Union's
gross income from the Credit Union's interest and rent receipts to the general reserve
until the general reserve reaches and is maintained at 5% of the total assets of the
Credit Union.




The Credit Union 1s required by the Trust Deed fo maintain a prudential reserve,
which 1s described under the heading "Prudential Reserve" at paragraph 7 1

The general reserve and prudential reserve cannot be utilised by the Credit Union far
the payment of returns without the consent of the Prudential Supervisor and, in the
case of the general reserve, the Registrar.

Payment Of Returns

Returns payable on a member's shares will, unless otherwise advised in wnting or
provided in the terms of the relevant share account, be credited to the member's
share accounts at such intervals as is provided in the terms of the accounts. Only the
Credit union is liable to pay the returns on the shares.

Fees And Charges
In addition to the costs of the shares, members may be required fo pay fees and
charges on the share accounts operated by them.

The types, level and method of calculating the tees and charges payable on each of
the share accounts at the date of this Prospectus are set out in the Third Schedule.
Prospective and existing members may contact the Credit Union for a schedule of
current maximum fees and charges.

Withdrawalis
Subject to the provisions of the Act, members operate ther share accounts In a
similar manner 1o bank accounts. While shares are usually avalable to be withdrawn
at call, the Credit Union has the right at any time to require a sixty day notice period
for withdrawal

Methods of withdrawal available to members may include presenting signed
withdrawal slips at one of the Credit Union's offices during office hours, by making a
withdrawal request at any time via the Credit Union's automated telephone system or
secure internet service, by using an ACCESSCARD (a debit card} or
ACCESSCREDIT card through the EFTPOS network system and at certain ATMs,
direct debit, automatic payment or cheque. The methods of withdrawal that may be
available to a member in respect of each share account as at the date of this
Prospectus are specified in the Third Schedule

If a withdrawal of shares would reduce a member's paid-up shargholding in the Credit
Union to less than the member's total liability (including any contingent hability) to the
Credit Union, then.

(a) In the case of a non-qualifying member, the withdrawal will not be permitted,
and
{b) In any other case the withdrawal will be permitted only at the discretion of the

board of the Credit Union.

If the Credit Urion fails, on written demand, to pay money borrowed by it, the Credit
Union cannot make loans or permit withdrawals. The Credit Union is not entitled at
law, to consent to any withdrawals where the Credit Union is unable to mest its debts
as they fall due.

Maturity

Shares in a term share account or special share account wili mature on ther
respective maturity date, as descnbed in the Third Schedule, or as otherwise varied
from time to time by the board of the Credit Union.

If a member has given instructions for any moneys held in a term share account or
special share account to be automatically reinvested at the end of the term, the
reinvestment funds will earn the return applicable at the time of reinvestment to the
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share account nominated The Credit Union will not be required to give a member
notice of the reinvestment of their funds, unless the Credit Union has received notice
in writing from the member that notice of reinvestment is required.

Shares in on call and notice of withdrawal accounts are available on call or on notice,
as described in the Third Schedule, and do not have a maturity date.

Early Repayment

The policy of the Credit Union 1s to not make repayments prior to maturity. In the
event of financial hardship or extraordinary circumstances, written application may be
made to the board of the Credit Union, who may exercise its discretion to repay the
funds in whole or in part. In such cases the return payable will be subject to
adjustment in accordance with the terms of the share account.

Taxation

The Credit Union is required by law, to deduct Resident Withholding Tax (RWT) from
any returns paid or credited to any person resident iIn New Zealand, and to account
for this deduction to the Inland Revenue. Provided members supply the Credit Union
with their Inland Revenue number (IR number) and nominate the RWT rate at which
they wish deductions to be made, RWT will be deducted at the rate nominated. In the
event that'

(a) A member omits to notify the Credit Union of their IR number, the Credit
Union is required by law to deduct RWT at 39% for such other amount as
required by law);or

{b} A member has notified the Credit Union of their IR number, but omits to
nominate at which RWT rate they wish RWT to be deducted, RWT will be
deducted at 19.5% (or such other amount as required by law).

The Credit Union is not required to deduct RWT from any member who holds a valid
Certificate of Exemption. Members who hold a Certificate of Exemption are required
to forward a copy to the Credit Union.

An investment in shares in the Credit Union will have taxation implications. The effect
of taxation will vary according to each member's personal circumstances. Prospective
and ex)sting members are encouraged to obtain independent professional advice on
thair personal circumstances.

Loans

The Credit Union makes loans from the share capital of the Credit Union to its
members. The availability of loans to members is dependent upon the availability of
funds to the Credit Union from its share capital at any particular time.

Loans to members are subject to the terms of the Act, the Rules and the Trust Deed,
which may from time to time specify the maximum amount which may be loaned to
any member, the maximum term of loans or the lending to asset ratio to be observed
by the Credit Union.

As at the date of this Prospectus, the indebtedness of a member to the Credit Union
must not exceed.

€)] 10% of the fotal tangible assets of the Credit Union, in the case of a secured
loan;

(b) 5% of the total tangible assets of the Credit Union, in the case of an
unsecured loan; or

(c) Such lesser amount as the board of the Credit Union may from time to time
determine.
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As at the date of this Prospectus, the maximum period which a loan by the Credit
Union to a member must be repaid is fixed by the Credit Umon but must not exceed:

(a) Ten years in the case of a secured loan,

(b) Five years In the case of an unsecured loan; or
{c) Such lesser period as the board of the Credit Union may from time to time
determine.

The Act enables the Minister of Finance to establish a limit on locans by the Credit
Union. It is an offence for the Credit Union to make a loan in contravention of this limit
on loans, However, at date of this Prospectus, no limit on loans has been imposed by
the Minister of Finance on the Credit Union.

All applications for loans must be made on the form prescribed by the Credit Union
from time to time, The member will be required to detail in the application form the
purpose for which the loan is desired, the secunty offered (if any) and such other
information as the Credit Union may require. A loan application form can be obtained
from the Credit Union,

For further details of the Credit Union's terms and conditions of lending, please
contact the Credit Union.

The board of the Credit Union reserves the rnight to decline any application for a loan
without giving any reason.

DETAILS OF REGISTRATION OF CREDIT UNION

Registration

The Credit Union was registered on 3 April 1981 as a specially authorised society
under the provisions of the Frniendly Societies Act 1909. The Friendly Societies Act
1909 was repealed by the Act and the Credit Union is now deemed to be registered
under the Act. The Credit Union's registration number is 1802891 (formerly 66/755).

A public flle relating to the registration of the Credit Union is kept by the Companies
Office. To view this file or any part of it you can either contact the Companies Office
by phone 0508 266 726 or view the Companies Office’s website at
www.companies.govt.nz, select “Search Ofther Registries” and search the Credit
Union's name or registration number (details above).

Rules Of Operation Of The Credit Union

The Credit Union operates under its Rules, which are registered with the Registrar.
Any person may inspect a copy of the Rules upon request, during office hours, at the
registered office of the Credit Union or via the Companies Office’s website (details
above). The Credit Union will not charge an inspection fee for producing or
photocopying the Rules

The Rules of the Credit Union may be amended at a general meeting of the members
of the Credit Union on the vote of 75% of the members present and voting at the
meeting.

Reglster Of Members

A register of the members of the Credit Union is kept at the registered office of the
Credit Union. The register is open to inspection by any member during the Credit
Union's office hours. The Credit Union will not charge an inspection fee for producing
the register.
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3.1

3.2

Other Statutory Information

Application has not and will not be made to New Zealand Exchange Limited for
permission to quote the Credit Union's shares on the New Zealand Exchange or
otherwise.

DIRECTORATE AND ADVISERS

Directors And Officers

There may not be less than seven nor more than nine directors of the Credit Union.
The directors of the Credit Union serve voluntarily and are required to be members of
the Credit Union.

The directors are elected by members at the annual general meeting of members and
report to the members annually.

The directors serve a term of two years, retire by rotation, and are elgible for re-
election upon the expiry of their current term of appointment

The Rules provide that in the event of a vacancy on the board caused by
disqualification, the board may appoint a member to fill the vacant office and that
member will hold office until the next election and qualffication of & successor.

The directors elect from their number the following officers: Chairperson, Deputy-
Chairperson, Secretary, and Treasurer.

The names, principal places of residence and qualifications of the current directors of
the Credit Union are included in the Fifth Schedule,

All directors can be contacted at the registered office of the Credit Union.

Empioyee Directors
No directors of the Credit Union are also employees of the Credit Union.

Director Expenses

The Rules provide for the directors to be reimbursed any legitimate expenses,
including loss of salary or wages, arising from ther attending to the business of the
Credit Union. The members have approved an overnight allowance of $50 per night
while attending Credit Union business.

Trustees

There must be three trustees of the Credit Union. The trustees serve voluntarily. Only
directors of the Credit Union who have attained the age of twenty years are eligible to
be trustees. Further, the secretary and treasurer of the Credit Union may not be
trustees

The trustees report to members annually.

The trustees serve a term of two years, retire by rotation, and are eligible for re-
election upon the expiry of therr current term of appointment. The members of the
Credit Union elect the trustees from the directors of the Credit Union at the annual
general meeting of members of the Credit Union. No trustee may be elected for a
term exceeding his or her term then remaining as a director.

The trustees of the Credit Union as at the date of this Prospectus are identified in the
Fifth Schedule.

The Credit Union is not an incorporated body. Instead, the Act provides that all
property belonging to the Credit Union is vested in the trustees, for the use and
benefit of the members of the Credit Union and all persons claming through the
members of the Credit Union according to the Rules.
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4.1

Audit Committee

The Credit Union 1s required by the Rules to have an Audit Committee. The Audit
Committee 1s appointed by the board of the Credit Union and consists of two or more
members of the Credit Union, at least one of whom must also be a director of the
Credit Union.

As at the date of this Prospectus, Peter Donald Riach, Raynor Paul Bell and David
Hall, all being directors of the Credit Union, have been appointed to the audit
committee of the Credit Union

The Audit Committee can be contacted at the registered office of the Credit Union.

The Audit Committee monitors the trustees' and directors’ compliance with the Act,
the Rules and all other applicable operating procedures and legisiation.

Auditor
The Credit Union has appointed PricewaterhouseCoopers as Its auditor. The auditors'
contact details are included in the Directory.

A copy of the auditors' report is attached as the Second Schedule.

Solicitors
The Credit Union's solicitors are Anthony Harper and Lane Neave Lawyers. Anthony
Harper's and Lane Neave Lawyers’ contact details are included in the Directory.

The Credit Union has appointed Lane Neave Lawyers to assist with the preparation of
this Prospectus

Prudential Supervisor
The Prudential Supervisor's contact details are included in the Directory

Bankers
The Credit Union's banker is Westpac New Zealand Limited

The Credit Union also places funds on deposit and uses transactional facilities with
the New Zealand Asscciation of Credit Unions {(NZACU} Central Fund Facility. The
NZACU Central Fund Facility 1s not a registered bank.

The contact details of the Credit Union's banker and the NZACU Central Fund Facility
are included n the Directory

MATERIAL CONTRACTS

One material contract has been entered into by the Credit Union in the two years
preceding the date this Prospectus was delivered to the Registrar of Companies for
registration, details of which follow:

Memorandum of Understanding

The Credit Union, Credit Union South, Nelson Credit Union, Credit Union Westland
and Credit Union Mainland entered intc a Memorandurm of Understanding for the
establishment of a single South Island community credit union dated 6 April 2007,
The Memorandum agreed the broad purpose, objectives and method to be adopted
for the consideration and, If agreed, path to the establishment of a single South Island
community credit union.
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PENDING PROCEEDINGS

There are no legal proceedings or arbitrations pending at the date this Prospectus
that may have a material adverse effect on the Credit Union.

RANKING OF SECURITIES

The aggregate amount of secunties, being the shares 1ssued by the Credit Union to
its existing members, that ranked in point of secunty equally with the shares offered
by the Credit Union to potential and existing members pursuant to this Prospectus,
was $2,772,374 at 31 March 2007 (32,215,660 as at 31 March 2006).

There are no securities that are secured by a charge over the property of the Credit
Union that rank in point of security ahead of the shares offered by the Credit Union to
potential and existing members pursuant to this Prospectus.

The repayment of moneys owing on members' shares 1s secured to the extent
permitted by law by a first ranking equitable assignment by way of security over the
whole of the Credit Union's present and future undertaking, property, assets and
revenues, including the proceeds received for the subscription of shares and unpaid
share capital (if any). The equitable assignment by way of security has been granted
in favour of the Prudential Supervisor under the Trust Deed, which has been
registered with the Registrar of Companies. Please refer to paragraph 7.1 for further
information about the Trust Deed.

As a consequence of and in addition to the first ranking equitable assignment by way
of security, the Credit Union has granted to the Prudential Supervisor a security
interest in all its present and after-acquired personal property and the Prudential
Supervisor has registered a financing statement under the Perscnal Property
Securities Act 1999 in respect of the some. The grant of the security interest was
recorded and confirmed in the Trust Deed. Please refer to paragraph 7.1 for further
information about this security,

A claim by a member who had given notice of withdrawal of their shares prior to
liquidation of the Credit Union would rank ahead of claims by any other creditors.
However, if, at the time of the Credit Unmion being placed in liguidation, a member had
not made a clam for withdrawal of the member's shares and the Prudential
Supervisor had not exercised its powers under the Trust Deed to accelerate the
repayment of the moneys owing in respect of the shares then the member would be
treated as a shareholder in the liquidation and would rank behind secured and
unsecured creditors (if any). With the pnor wntten consent of the Prudential
Supervisor, the Credit Union may grant a security interest over or affecting all or any
part of its assets, and any such security interests may take priority to the members'
claims for withdrawal secured by the Trust Deed.

DETAILS OF TRUST DEED AND OTHER RESTRICTIONS ON THE CREDIT
UNION

Trust Deed

The Credit Union has appointed the Prudential Supervisor the statutory trustee of the
offer of shares detailed in this Prospectus for the purposes of the Securities Act 1978,
The Prudential Supervisor's appoiniment and the parties’ respective rights and
obligations are recorded in the trust deed between the parties dated 12 December
2001, as modified by a deed of variation of the trust deed dated 12 December 2001
and a deed of modification of the trust deed dated 21 October 2002,

The following 1s @ summary of the provisions of the Trust Deed. Investors requiring
further information are referred to the Trust Deed itself.




Equitable Assignment By Way of Security

The Credit Union's grant of an equitable assignment by way of security to the
Prudential Supervisor is recorded In the Trust Deed. Please refer to paragraph 6 for
further information about the equitable assignment by way of security.

Security Interest In Personal Property

The Credit Union's grant of a security interest in all its present and after-acquired
personal property, including the Credit Union's present and future accounts
receivable and all the Credit Union's present and future right in relation to any
accounts receivable, to the Prudential Supervisor is recorded in the Trust Deed.
Please refer to paragraph 6 for further information about the secunty interest in the
Credit Union's personal property

Further Charges

Under the Trust Deed, the Credit Union has covenanted that it will not grant any
charge or other security interest in priority to or ranking equally with the equitable
assignment by way of security granted in favour of the Prudential Supervisor, Without
tha Prudential Supervisor's prior written consent.

Prudential Reserve

The Credit Union is required by the Trust Deed to maintain a prudential reserve. The
general reserve comprises part of the prudential reserve. The Trust Deed requires
that the Credit Union transfer an amount equal to 10% of the Credit Union's gross
income from interest and rent receipts to the prudential reserve until the prudential
reserve reaches and is maintamed at 10% of the tolal tangible assets of the Credit
Union,

The Trust Deed provides that the Credit Union may take into account the Stabilisation
Trust Fund, described at page 18, for the purpases of calculating the prudential
reserve ratio. Without the Stabilisation Trust Fund, the Credt Union does not
currently meet the above obligation

Financial Ratios
Under the Trust Deed the Credit Union has further covenanted, subject to the terms
and conditions contained in the Trust Deed, not to;

(a) Permit its total liabilities to exceed 90% of its total tangible assets (Total
Liabilities Limit);

{b) Permit its secured habilities to exceed 1% of its total tangible assets;

{c) Permit its iquid assets to be less than 8% of its total tangible assets {Liquid
Assets Ratio);

(d) Permit the total amount of interest or dividends paid in cash over a six month
perod or more, to exceed cash actually received over the same period;

{e) Fail to ensure that it has sufficient assets at times to discharge all debts as
they fall due;
{f) Permit the aggregate of its secured investments, unsecured investments and

isted securities, to exceed 15% of its total fangible assets,

(9) Permit the aggregate of its unsecured investments to exceed 1% of its total
tangible assets (Unsecured Investment Ratio).

The Credit Union's ability to comply with the financial ratios contained in the Trust
Deed is dependent on a Stabilisation Trust Fund. The deed of variation to the trust
deed dated 12 December 2001 provides that the Prudential Supervisor may take into
accouni the assets of the Stabilisation Trust Fund when determining if the Credit




Union has complied with the financial ratios imposed on the Credit Union by the Trust
Deed. For further information about the Stabilisation Trust Fund, please refer to the
risk disclosure "Stabilisation Trust Fund” at paragraph 8.1.

For the purposes of calculating the Total Liabilities Limit and prudential reserve, the
Prudential Supervisor has agreed that the Credit Union may deduct from its assets
any loan secured by shares and deduct from its habiities the amount of shares held
as security for a loan. This permission was granted for the period from 1 December
2006 to 30 November 2007.

The Credit Union has a $400,000.00 overdraft faciity with the NZACU Business
Services Division Trust. There are no conditions attached to this facility. The
Prudential Supervisor has agreed that for the purposes of calculating the Liguid Asset
Ratio, the Credit Union may include as a “liquid asset” the unused portion of this
overdraft facility. As at the date of this Prospectus the amount drawn down on the
overdraft facilty is $4,457

The Credit Union has purchased subordinated base capital notes from the NZACU
Business Services Division Trust. The Prudential Supervisor has agreed that $75,694
of the total subordinated base capital notes purchased by the Credit Union can be
can be excluded from the calculation of the Unsecured Investment Ratic The terms
of the subordinated base capital notes are set out at note 8 to the most recent audited
financial statements of the Credit Union which are for the year ended 31 March 2007.

Further Covenants

The Credit Union gives a number of other covenants to the Prudential Supervisor
under the Trust Deed in order to better assure the performance of its obligations to its
members. Some of the most important covenants which the Credit Union has given
nclude:

(2) To comply with the Act,

(b) To meet all its registration, filng and reporting obligations,

{c) To provide copies of all communications to and from regulatory bodies;

(d) To meet all obhigations to security-holders:

(e) To notify the Prudential Supervisor immediately it becomes aware that an
event has occurred which would allow the Prudential Supervisor to review the

Credit Union's comphance with the Trust Deed (Review Event) or to enforce
its rights under the Trust Deed (Enforcement Event);

(f) To maintain its register of members, comply with all its obligations, pay its
debts In a timely manner and conduct its business in a proper and efficient
manner,;

(G) To comply with the Prudential Standards Manual prepared by the NZACU
with the approval of the Prudential Supervisor;

(h) Not to declare dividends or (except with the consent of the Prudential
Supervisor) issue shares while in breach of the Trust Deed or Securities Act
1978;

(i) Not to change the Rules without the prior consent of the Prudental
Supervisor;

{i Not to acquire or dispose of any asset from or fo, or engage the services of,

any "associated person” (including directors of the Credit Union) other than
for full market value, on an arms-length basis, in the ordinary course of the




Credit Union's business, and only after having given not less than ten
business days' notice of its intention to do so to the Prudential Supervisor;
and

(k) To promptly provide to the Prudential Supervisor written notice of all present
and after-acquired serial numbered personal property and such other details
as are necessary to enable the registration of a valid financing statement or
financing change statement in respect of the Credit Union's personal property
by the Prudential Supervisor.

)] To ensure that all debts or liabilities owed by the Credit Union to third parties
other than normal trade creditors, are subordinated debts of the Credit Union.

The Credit Union 1s also required to furnish the Prudential Supervisor with half-yearly
unaudited and annual audited financial statements prepared in accordance with
generally accepted accounting practice.

The directors of the Credit Union are also required to furnish the Prudential
Supervisar with a quarterly certificate detailing the Credit Union's compliance with the
ratios set out in the Trust Deed and whether any security interests have been created
or permitted to exist in respect of the Credit Union's personal property together with
monthly internal accounts {except In respect of those months which end a quarter in
respect of which a quarterly certificate is supphed).

Prudential Supervisor's Obligations

The Prudential Supervisor 1s appointed to act in the interests of the members of the
Credit Union, by monitoring the Credit Union's compliance with its obligations under
this Prospectus, the Rules, the Trust Deed and the Act The Prudential Supervisor is
under a duty to exercise reasonable diligence to ascertain whether or not the Credit
Union has

(a) Committed any breach of the Trust Deed or any of the conditions of issue of
the shares; and

{)] Sufficient assets to meet its obligations to members, as they fall due.

The Trust Deed gives the Prudential Supervisor wide ranging powers to enforce the
Credit Union's obligations under the Trust Deed. For example, if the Credit Union
breaches the Trust Deed then the Prudential Supervisor may declare a "Review
Event' or an "Enforcement Event" under the Trust Deed. Should the Prudential
Supervisor declare an Enforcement Event then the Prudential Supervisor may elect to
call up all amounts owing under the Trust Deed and/or appoint a receiver to deal with
the Credit Union's property

Breaches Of Trust Deed

The Trust Deed requires that the Credit Union obtain the consent of the Prudential
Supervisor to the amendment of its Rules. On 14 December 2005 the Credit Union
registered with the Registrar an amendment to its Rules (the amendment having
been approved at a special general meeting of the members of the Credit Union on
12 October 2005) The Credit Union omitted to obtain the Prudential Supervisor's
approval of the amendments to the Rules, thus breaching the Trust Deed.

During the period May to June 2006, the Credit Union operated at loss. During this
period the Credit Union paid returns on shares to members (approximately $15,821)
in excess of the surplus earned by the Credit Union for the then current financial year
to 30 June 2006 (at that time $nil) and such payments were from the reserves or
capital of the Credit Union. This was done without the consent of the Prudential
Supervisor, thus breaching the Trust Deed.
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The Trust Deed provides that the Credit Union cannot without the consent of the
Prudential Supervisor offer or issue shares whilst in breach of the Trust Deed or the
Act. In the above instances, the Credit Union continued to offer and issue shares
while in breach of its Trust Deed obligations.

While the Prudential Supervisor has not waived the breaches described above, it has
consented to the Credit Urion offering and issuing shares under this Prospectus.

The Prudential Supervisor did consent to the Credit Union paying returns on its term
shares for July 2006 where the above circumstances continued to exist. However, the
Credit Union has, once again, operated profitably from July 2006 and the consent
was not required.

The Directors note that as at the date of this Prospectus the Credit Union complies
with all of its obligations under the Trust Deed.

Prudential Supervisor's Statement
There 1s attached as the Fourth Schedule, a statement by the Prudential Supervisor
that at the date of this Prospectus:

(a) The offer of the shares in the Credit Union, complies with any relevant
provisions of the Trust Deed; and

(b} The Prudential Supervisor does not guarantee repayment of any moneys that
may become payable by the Credit Union to any member.

Other Restrictions On The Credit Union
A number of statutory restrictions are imposed by the Act on the Credit Union. Those
principal restrictions not addressed elsewhere in this Prospectus are outlined below:

Borrowing
The Credit Union's ability to borrow is restricted by sections 101(2) and 108 to 117 of
the Act.

Section 101(2) of the Act provides that a credit union may take no action or do
anything which 1s not directly pursuant to or incidental to its objects or in furtherance
of them or 1s in contravention of the Rules or the Act. The objects of the Credit Union
are set out at paragraph 1.2,

Section 108 of the Act provides that the Credit Union may nat accept deposits except
by way of subscriptions for its shares. A "deposit” is defined as a sum of maoney that
is to be repaid and which is not referable to the provision of property or services or
the giving of security.

The Credit Union's ability to borrow is restricted by way of subscriptions for its shares.
Section 109 of the Act provides that the Credit Union may not without the Registrar's
written consent:

(a) Accept a bank overdraft for a period exceeding six months,

(b) Borrow money from another Credit Union, or the NZACU, for a period
exceeding one year.

Section 109 of the Act further provides, that any Credit Union that borrows and does
not repay any amount or amounts which exceed 30% of its paid up capital, commits
an offence under the Act.

Land And Buildings
Section 113 of the Act provides that the Credit Union may only hold an interest in and
or buildings solely for the purpose of conducting its business.
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The Credit Umion may hold an interest in land as security for a loan to a member.
However, If the Credit Union, as creditor under any such loan, acquires an interest in
the land, it must dispose of that interest as soon as possible and, in any event, within
six months unless the Registrar allows a longer period.

Investment

Under section 117 of the Act the Credit Union may invest its funds only in accordance
with the Trustee Act 1956 or with an Association of Credit Unions of which it I1s a
member (in the Credit Union's case, the NZACU) or with a bank.

OTHER TERMS OF OFFER AND SECURITIES

Risks
The principal risks of a member investing in shares in the Credit Union, which are not
set out slsewhere In this Prospectus, are as follows.

Competition

Under the Act the Credit Union 1s restricted as to the class of persons it may offer
shares In the Credit Union to and accept as members. This restriction is called the
Credit Union's "commen bond”, and is specified in the Rules and at paragraph 1.3. As
the Credit Union is competing with banks and other financial institutions operating in
the national or international savings and loans markets, restrictions on membership
may affect the Credit Union's profitability and the returns payable to members.

Further, as the Credit Union's common bond is centred around the Canterbury
District, the financial performance of the Credit Union may be subject to any regional
economic downturn which in turn effects the members' ability to invest in the Credit
Union or repay loans from the Credit Union.

Stabilisation Trust Fund

The Credit Union incurred a significant operating loss for the financial year ended 31
March 2002. This operating loss caused a significant deterioration in the financial
position of the Credit Union. At the request of the Credit Union, the NZACU
Stabilisation Fund (NZACUSF) agreed from time to time to provide solvency support
to the Credit Urion by way of settlement of the Stabilisation Trust Fund with the
Prudential Supervisor. The purpose of the Stabilisation Trust Fund is to better protect
members' funds by assisting the long term viability of the Credit Union.

The trustees of the NZACU, the managers of the NZACUSF and the Prudential
Supervisor have entered into a trust deed relating to the Stabilisation Trust Fund.
Under this trust deed the Prudential Supervisor has been appointed the trustee and
the Credit Union 1s the principal beneficiary of the Stabilisation Trust Fund.

The capital of the Stabilisation Trust Fund primarily:

(a) Must be used to pay the Credit Union the face value of all shares on issue in
the event that a Credit Union is liquidated or the Prudential Supervisor, as
trustee of the Stabilisation Trust Fund, accepts a direction from the NZACU to
do s0; and

(b} May be used to pay the Credit Union such amount as is reasonably
necessary to restore the Credit Union to a sound financial position or remedy
a breach of the Trust Deed, if a Review Event has been declared and is then
subsisting.

The Credit Union's ability to comply with the financial ratios contained in the Trust
Deed is dependent on the Stabilisation Trust Fund. Please refer to "Financial Ratios”
at paragraph 7.1 for further information.



For further information on the Stabilisation Trust Fund please see note 22 to the
Credit Union’s audited financial statements for the year ended 31 March 2007.

As at the date of this Prospectus, while the operation of the Credit Union has
improved and the Credit Union is generating operating surpluses, the ongoing
operation of the Credit Union remains dependent on the support of the NZACUSF
and the presence of the Stabilisation Trust Fund. Should the support of the
NZACUSF be withdrawn then the Credit Union may have to be wound up.

The NZACUSF's support is subject to the terms of the Solvency Support Facility
Agreement and associated Letter of Offer. A number of obligations have been
imposed on the Credit Union by the NZACUSF, generally including:

{a) Furnish the NZACUSF with financial information on request;
{b) Provide the NZACUSF with monthly, half year and annual financial reports;

(c) Consult with the NZACUSF on the range of financial and insurance products
offered by the Credit Union;

(d) Provide the NZACUSF with a regular updated business plan,
(e Undertake a risk management review,;

) Consult with the NZACUSF on any major business decisions or capital
expenditure over $5,000; and

(9) Not dispose of any assets or incur any liabilities which could have a material
adverse effect on the Credit Union's financial position

The directors of the Credit Union are confident that the profitability of the Credit Union
will continue to improve over time as the full iImpact of the restructuring is realised.
However, a full recovery may take several years.

Inadequate Reserves

As at 31 March 2007, the Credit Union's total reserves were $149,394., heing 4.73%
of the Credit Unions total assets ($124,629, being 4.556% of the Credit Union's total
assets as at 31 March 2008). If the Registrar considers that the Credit Union is failing
to maintain adequate reserves (that i1s the Credit Union fails to place an amount equal
to 5% of its gross income from its interest and rent receipts to its general reserve until
the general reserve reaches and is maintained at 5% of the total assets of the Credit
Union) the Registrar may suspend the Credit Union from trading.

Members' Returns
The rate of return on the shares is dependent an annual surpluses being earned
through the profitability of the Credit Unicn.

The Credit Union recorded a net deficit for the year ended 31 March 2002 of $64,891.
Due to this deficit, the directors of the Credit Union agreed with the Prudential
Supervisor that returns on members' shares may be reduced or possibly forgone with
a view to giving preference to building the Credit Union's reserves and restoring the
Credit Union to a sound financial position. The rate of return on the shares is
therefore dependent on the ability of the board of the Credit Union and senior
management to manage the Credit Union profitably and restore it to a sound financial
pasition.

General Market Risk

Like all businesses, the financial performance of the Credit Union may be affected by
the state of the New Zealand and international economies. Economic slowdowns will
generally have a negative impact on demand for goods and services and thus,




income, which may in turn adversely affect a member's ability to invest in shares in
the Credit Union and to meet his or her loan payment obligations to the Credit Unian.
This in turn may affect the profitabiity of the Credit Union and returns paid to
members.

General Political Risk

Further, policies and decisions of the Government and other regulatory bodies in New
Zealand, may impact on the financial performance of the Credit Union and returns
paid to members. For example, the imposition of direct taxation may reduce the
Credit Union's profitability. A change of Government policy that affects the income of
the Credit Union's members and thus the members' ability to invest in shares in the
Credit Union and meet lpan payment obligations, may reduce the Credit Union's
profitability.

Security Position Risk

The Credit Union may take security from a member for loan advances to him or her.
To the extent that the Credit union does not take security or takes security that ranks
subsequent m priority to another party's security then, in a default situation:

(a) The ability of the Credit Union to realise the member's assets may be
restricted or prohibited by the terms of any prior ranking security, and

(b) Where the member's assets are realised, the member may be unable to
repay some or all of the funds advanced by the Credit Unicn.

The Credit Union may incur losses in the above circumstances, which may affect its
profitability and returns payable to members. Notwithstanding this, the Credit Union
makes provision for doubtful debts in its financial statements in accordance with
industry standards to minimise this risk.

Security Pricing Risk

Before making a loan the Credit Union assesses the debt servicing ability of the
members and any security offered by lum or her for a lcan advance. Where security
is taken for a loan advance, the value of securties taken may fluctuate due to market
prices for the some. If the market price of a security has decreased then it 1s possible
that the Credit Union will not recaver all moneys owed to it by a member in a default
situation where it seeks to realise that security.

Liguidity Risk

Liquidity risk arises from not having enough cash to meet financial obligations. This
Issue can arise from a mismatch in the maturity of monetary assets and liabilities.
This risk is managed by the Credit Union producing a regular maturity cash flow
report, forecasting trend and expected cyelical hiquicity requirements and generally
monitoring the maturity profile of assets and liabilites. The Credit Union is also able
to manage its liquidity risk by limiting withdrawals in certain circumstances, as
described under the heading “Withdrawals" at paragraph 1.5.

insolvency

The Credit Union must remain solvent, that 1s, its assets must exceed its iabilities
and it must be able to meet its debts as they fall due, Longterm profitability
contributes towards solvency as this enables the Credit Union to maintain adequate
reserves. If the Credit Union becomes insolvent:

(a) Members will not be required to pay any additional money other than those
owing to the Credit Union under the shares (it any) and any outstanding loan
balance;

(b) The Credit Union is legally obliged to reject all requests for withdrawals from
members' share accounts, and shall not be entitied to make any further loans
from the Credit Union's share capital; and
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(c) All members' claims will rank equally (including those who invest under a
later Prospectus).

Winding Up

On a dissolution or winding up of the Credit Union, members will receive no more
than $1 per share plus any returns owed Members do not share in any surplus
arising the sale of the Credit Union's assets, Such surplus will be applied in
accordance with the Rules and paid to the NZACU or, alternatively, applied to
charitable purposes in the event of a resolution being carried to that effect by the
majority of members at the general meeting called to dissolve or wind up the Credit
Union.

Risk And Return

Before making an investment in shares, members and prospective members should
consider the special trade factors and risks for that investment against the returns
offered Investors should be aware that there is often a direct relationship between
the risks of the investment and the return offered for secunties.

No Guarantee

Neither the directors, the trustees nor any other persons guarantee the repayment of
the value of the shares, or the payment of any returns payable on shares held in the
Credit Union

Surety And Insurance

Section 114 of the Act requires the officers of the Credit Union to give securty for the
proper performance of therr duties This may be done by having one or more people
stand surety for his or her obligations or by including the security in the insurance
policy offered under section 133 of the Act (see below) or by a specially authorized
friendly society, association of credit unions or by an insurance company. At the date
of this Prospectus the obligations of the officers of the credit union are secured by
way of on insurance policy with Veero Liability Insurance Limited.

The Credit Union I1s also required by section 133 of the Act to be insured against
fraud or dishonesty. At the date of this Prospectus the Credit Union has an insurance
policy with Vero Liability Insurance Limited in compliance with its obligations under
the Act.

Other Terms

All the terms of the offer of shares in the Credit Union are set out in this Prospectus,
other than those implied by law or set-out In a document that is:

{a) Registered with a public official,

{b} Available for public inspection; and

{c) Referred to in this Prospectus.

PLACES OF INSPECTION OF DOCUMENTS

Credit Union

Each member and prospective member of the Credit Union I1s entitied to obtain on
request and free of charge, the most recent copies of.

{a) The Rules,

{b) This Prospectus and the Credit Union's current investment statement;

(c) The Trust Deed (including the deeds of variation and modification) and any
other material contracts; and



9.2

10

10.1

10.2

10.3

az

(d) The Credit Union's most recent audited financial statements.

The documents can be requested from or Inspected at the offices of the Credit Union
during the Credit Union's office hours.

Companies Office
Copies of:

(a) The Rules,
(b) This Prospectus;

(©) The Trust Deed (including the deeds of variation and modification) and any
material contracts;

(d) The Credit Union's audited financial statements, and
(e) All other documents relating to the registration of the Credit Union,

are also filed on a public register at the Caompanies Office and are availlable for
inspection at the Companies Office upon request. You will be able to view most of the
above documents via the Companies Office’s website at www.companies.govt nz by
selecting “Search Other Registries” and searching the Credit Union's name or
registration number. If a document is not available via the Companies Office’s
website you will need to contact the Companies Office by phone 0508 266726 fo
arrange for the document to be made available.

OTHER MATERIAL MATTERS

Securities Act (Cradit Unions)} Exemption Notice 2005

In registering this Prospectus, the Credit Union has relied on the exemptions
contained in the Securities Act (Credit Unions) Exemption Notice 2005, whereby the
Credit Urnon has been granted an exemptiion from compliance with sections 37A (1)
(d), 51, 52 and 54 of the Securities Act 1978 and clauses 1(3) and 11 of the Second
Schedule, and clauses 1{2) and 3 of the Fifth Schedule of the Securities Regulations
1983. These exemptions are subject to the conditions set out in the Securities Act
(Credit Unions) Exemption Notice 2005.

Not A Registered Bank
The Credit Union is a financial co-operative and is not a registered bank in terms of
the New Zealand Reserve Bank Act 1989.

Proposed Transfer of Engagements
The Credit Union proposes to transfer its engagements pursuant to section 136 of the
Act to Credit Union Mainland.

it is intended that the Credit Union, Credit Union Scuth, Nelson Credit Union and
Credit Union Westland transfer their engagements to Credit Union Mainiand so as to
establish a single South iIsland community credit union.

A special general meeting of the members of the Credit Union will be held on or about
18 September 2007 to consider this proposal Assuming that the members of Credit
Union approve the transfer of engagements by way of special resolution, that no
objections are received by the Registrar to the transfer of engagements and that
Credit Union Mainland accepts the transfer of engagements, the Credit Union wili
likely transfer its engagements on or about 30 October 2007.

If the transfer of engagements proceeds then the members of the Credit Union will
become members of Credit Union Mainiand and be entitled to enjoy the services and
use all the branch offices and service locations of that credit union.




10.4

1

12

13

14

A public file relating to Credit Union Mainland is kept by the Companies Office.
Further information about this Credit Union, including a copy of Credit Union
Mainland's most recently registered prospectus (which details the proposed transfers
of engagements) and annual financial statements, can be obtained by viewing this
public file. To view this file or any part of it either contact the Companies Office by
phone on 0508 266 726 or view the Companies Office's website at
www.companies govt nz, select “Search Other Regislries” and search the Credit
Union's name {Credit Union Mainland) or registration number {1802885).

No Other Material Matters
There are ng maternal matters relating to the offer of shares under this Prospectus,
other than those set out in this Prospectus (other than contracts entered into in the
ordinary course of business)

SUMMARY OF FINANCIAL STATEMENTS

A summary of the financial statements of the Credit Union in respect of the five
consecutive financial years ended 31 March 2007, being the date of the last audited
financial statements of the Credit Union, are attached as the First Schedule.

FINANCIAL STATEMENTS

The most recent audited financial statements of the Credit Union for the year ended
31 March 2007 have been registered under the Financial Reporting Act 1993. The
audited financial statements include the information required by sections 16 to 31
(inclusive) of the Second Schedule of the Securities Regulations 1983,

ACQUISITION OF BUSINESS OR SUBSIDIARY

The Credit Union has not acquired & business, nor did any body corporate become a
subsidiary of the Credit Union, in the two years preceding the date this Prospectus
was delivered to the Registrar of Companies for registration.

DIRECTORS' STATEMENT

The direciors after due enquiry by them in relation to the period between the date of
the latest statement of financial position, being 31 March 2007, and the date of
registration of this Prospectus, are of the opinion that no circumstances have arisen
that materially adversely affect:

(a) The trading or prafitability of the Credit Union;

(b} The value of the Credit Union's assets;

(c) The ability of the Credit Union to pay its liabilities due within the next twelve
months.
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CREDIT UNION CANTERBURY
FIRST SCHEDULE
SUMMARY OF FINANCIAL STATEMENTS

For the Years ended:

31-Mar 31-Mar 31-Mar 31-Mar 31-Mar
Income 2007 2006 2005 2004 2003
Interest on Loans 400,610 366,815 324,750 316,552 371,470
Interest an Investments 22,710 23,430 40,469 33,954 19,838
Loan Application Fees 38,755 52,245 63,878 71,877 56,977
Other Fees 448,991 384,532 356,347 262,815 326,769
Other Income 54,472 43,075 25,298 26,445 26,821
Bad Debts Recovered 3,068 24 680 22,064 10,967 6,729
Abnormal Gain - NZACU 14,000 Nil Nil 53,142 Nl
Total Operating Income 085,606 804,777 832,806 775,752  807,604|
Expenses
Audit Fees 12,244 10,281 13,184 10,708 16,787
Directors Fees Nit Nt Nil Nl Nil
Depreciation 52,281 46,111 41,765 41,105 24,727
Qther Expenditure
Administration 507,143 479,354 425,565 393,363 379,089
Bad Loans Wntten Off 33,765 18,125 62,902 99,864 120,857
Provision for Bad Loans 5,147 -6,170 -23,826 -50,000 -83,249
Staffing Costs 271,057 253,682 211,411 204,052 209,359
Dividends
(1) Call Shares 6,071 4,226 2,625 2,744 17,833
(2) Term Shares 73,133 54,630 44,427 57,512 52,395
Total Dividends 79,204 58,856 46,952 60,256 7"0.228L

Total Operating
Expenditure 960,841 860,239 777,963 759,348 737,898
Operating Surplus (Deficit)

$24,765 $34,538 $54,843 $16,404 $69,706

Transfer to {from)

General Reserve 1,239 39,025 Nil 38,788 40,380
Transfer to (from)

Retaned Earnings 23,526 -4,487 54,843 22,384) 29,326
Total Appropriation $24,765 $34,538 $54 843 $16,404  $69,706]

For the Years ended:
31-Mar 31-Mar 31-Mar 31-Mar 31-Mar|

Dividend Rate 2007 2006 2005 2004 2003
(1) Ordinary Shares Oc Oc Oc Oc 2c
(2} Christmas Club Oc 1c Oc Oc 4¢
(3) Cash Access Oc Oc Oc Oc 1c
(4) Chuldren's Accounts Oc Oc Oc Oc 2c
(5) Term Shares 7 8c 7.4c 5.8¢c 5.3c 6 Oc

Dividends are subject to earnings and while not fixed, the Credit Union intends to maintain competitive
dividend rates.




Statement of Financial Performance (cont.)

Summary of Liabilities

As at:
31-Mar 31-Mar 31-Mar 31-Mar 31-Mar
Income 2007 2006 2005 2004 2003
Total Assets 3,156,104 2,739,940 2,452,629 2,693,683 2,593,342
Total Tangible Assets 3,156,104 2,739,940 2,452,620 2,693,683 2,593,342
Total Liabilhes 3,006,710 2,615,312 2,362,538 2,658435 2,574,498
Total Members Equity 149,394 124,629 90,091 35,248 18,844

Notes to Financial Statements

1
2

~

10

i1

12.
13.

The amounts stated have been taken from audited financial statements.

There are no abnormal items that derive from the ordinary activities of the Credit Union, other
than to include gains relating to nghts 1ssues during the years ended 31 March 2004 and 31
March 2007 of $53,142 and $14,000 respectively

There are no extraordinary items that derive frorn events outside the ordinary activities of the
Credit Union.

During the year ended 31 March 2002, many of the Credit Union's expense and income
categories increased significantly over prior periods This was due to the Credit Union changing
its common bond from an industry based common bond to a community based common bend In
early 2000, which has lead to a significant Increase in membership and assets since that time.
Additional to this, the Credit Union accepted a transfer of engagements from Credit Union Timaru
in April 2001 These activities have resulted in @ much expanded operation requiring additional
staffing The Credit Union has also expanded the services offered to members aver this time,
including the Introduction of the Credit Union debit card called ACCESSCARD. This has lead to
a significant increase in transactional volume and fees earned as a result,

No amounts have been provided for or credited by way of taxation as the Credit Union income 1s
exempt under Section CW 37 of the Income Tax Act 2004,

The amount provided for dividends on ordinary shares 1s credited to members' share accounts as
at annual balance date and I1s available for withdrawal by the member at any time in the same
manner as any share subscription paid by the member Dividends on Christmas Club shares are
credited to members’ accounts on 30 November each year Dividends on term shares are
credited to members’ accounts on maturity

The equity method of accounting has naot been used

There have been no changes in accounting policies for the five years up to and including to 31
March 2007.

The financial statements have been prepared on a fully accrued basis with the exception of
interest on loans to members which are over 30 days in arrears at balance date (including
Non-Accrual Assets and Past Due Assets). Interest on these loans is brought to account as
and when received.

Any principal repayments received in respect of loans previously written off is shown as income
in the period in which 1t 1s received under the heading “Bad Debts Recovered”.

There are no matenal commitments for capital sxpenditure as at 31 March 2007.

There are no contingent liabilities as at 31 March 2007

The auditors report for the year ended 31 March 2002 included the following statement. The
financial statements for the year snded 31 March 2002 have been prepared on a going concern
bass, the validity of which depends upon the successful implementation of the recovery plan that
the Credit Union has commenced, the continued support of the Stabilisation Fund of the New
Zealand Association of Credit Unions and the continued support of the members of the Credit
Union. The financial statements for the year ended 31 March 2007 do not include any
adjustments that would result from an inability to continue as a going concern  Details of the
circumstances relating to this fundamental uncertainty are described in note 22 of the financial
statements, for the year ended 31 March 2007.
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PRICEVWATERHOUSE( COPERS

PricewaterhouseCoopers
Forsyth Barr House, The Octagon
PO Box 5848

Dunedin 9058

New Zealand

The Directors

Credit Union Canterbury Telephone +84 3 470 3600
P O Box 5343 Facsimile +64 3 470 3601
CHRISTCHURCH | www pwe com/nz

9 September 2007

Auditors’ report for inclusion in the prospectus

Dear Directors

As auditors of Credit Union Canterbury we have prepared this report pursuant to clause 36 of the
Second Schedule of the Securities Regulations 1983 for inclusion in a prospectus to be dated 9
September 2007.

Directors’ responsibilities
The Credit Union's Directors are responsible for the preparation and presentation of:

(a) the financial statements of the Credit Union for the year ended 31 March 2007 that comply
with the requirements of clauses 16 to 32 of the Second Schedule of the Securities
Regulations 1983; and

(b) the summary of financial statements of the Credit Union for the years ended 31 March
2003, 2004, 2005, 2006 and 2007as required by clauses 7(2) and 7(3) of the Second
Schedule of the Securities Regulations 1983, and

(c) the ranking of securities of the Credit Union as at 31 March 2007 as required by clause 12
of the Second Schedule of the Securities Regulations 1983

Auditors’ responsibilities

We are responsible for expressing an independent opimion on whether or not the financial
statements presented by the Directors comply with the requirements of the Second Schedule of the
Secunities Regulations 1983 and reporting our opinion in accordance with clause 36(1) of the
Second Schedule of the Secunties Regulations 1983.

We are also responsible for reporting, in accordance with clauses 36(1)(g) of the Second Schedule
of the Securities Regulations 1983, on the following matters which have been prepared and
presented by the Directors

(a) the amounts included in the summary of financial statements of the Credit Union for the
years ended 31 March 2003, 2004, 2005, 2006 and 2007; and

(b} the amounts included in the ranking of secunties as at 31 March 2007.

We have no relationship with or interests in the Credit Union other than in our capacity as auditors.
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Basis of opinion on the financial statements

We have undertaken procedures to provide reasonable assurance that the financial statements of
the Credit Union referred to in this prospectus on page 23 comply with the requirements of clauses
16 to 32 of the Second Schedule of the Securities Regulations 1983

Basis of opinion on the summary of financial statements

We have undertaken procedures to provide reasonable assurance that the amounts set out in the
summary of financial statements in the First Schedule, on pages 26 and 27, pursuant to clauses
7(2) and 7(3) of the Second Schedule of the Securities Regulations 1983, have been correctly
taken from the audited financial statements of the Credit Union for the years ended 31 March 2003,
2004, 2005, 2006 and 2007.

Basis of opinion on the ranking of securities

We have undertaken procedures to provide reasonable assurance that the amounts set out in the
ranking of securities, on page 13, pursuant to clause 12 of the Second Schedule of the Securities
Regulations 1983, have been correctly taken from the audited financial statements of the Credit
Union as at 31 March 2007

Unqualified opinion on the financial statements, the summary of financial statements and
the ranking of securities

We have obtained all the information and explanations we have required
In our opinion:

) the financial statements of the Credit Union upon which we issued an audit opinion on 15
June 2007 that have been reqistered under the Financial Reporting Act 1993 and are
referred to in this prospectlus, as required by clauses 16 to 32 of the Second Schedule of
Secunties Regulations 1983 have been drawn up to comply with the Regulations

{b) the amounts set out In.

(1) the summary of financial statements in the First Schedule, on pages 26 and 27 of
this prospectus, as required by clauses 7(2) and 7(3) of the Second Schedule of
the Securities Regulations 1983, have been correctly taken from the audited
financial statements of the Credit Union from which they were extracted; and

() the ranking of securnites, on page 13 of this prospectus, as required by clause 12
of the Second Schedule of the Securities Regulations 1983, have been correctly
taken from the audited financial statements of the Credit Unian from which they
were extracted

We completed our work for the purpose of this report on 9 September 2007 and our unqualified
opinion 1s expressed at that date

Yours faithfuily

i
.WMWKV/

Chartered Accountants Dunedin
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The Directors
Credit Union Canterbury

P O Box 5343
CHRISTCHURCH

9 September 2007

Dear Directors

PricewaterhouseCoopers

i Forsyth Barr House, The Octagon

PO Box 5848
Dunedmn 9058
New Zeatand
Telephone +84 3 470 3600

1 Facsimile +64 3 470 3601

WWW DWEC COmM/NZ

Credit Union Canterbury prospectus dated 9 September 2007

In terms of Regulation 7 of the Securnties Regulations 1983, we hereby give consent to
the inclusion in your prospectus dated 9 September 2007 of cur auditors’ report dated 9

September 2007 in the form in which it appears.

We have not made or purported to have made any statement in the prospectus other than
in our audit report and we expressly disclaim responsibility for any other statements in the

prospectus.

We have not been involved in the preparation of any part of the prospectus other than our
auditors’ report, and we have not authorised or caused the issue of the prospectus.

Yours faithfully

Chartered Accountants
Dunedin
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THIRD SCHEDULE
SCHEDULE OF SHARE ACCOUNTS
[Paragraph 1.5]

The board of the Credit Union reserves the right (subject to any restriction contained in the
Act, the Trust Deed, the Rules or otherwise at law) to vary the rate of return, the terms and
conditions of the account, or the timing of repayments. Any such variation will be notified to
members by notice displayed at the Credit Union's offices and in the Credit Union's regular
newsletter,

Term Accounts

Name: 13 Term Deposit 3 Months

Term® 3 Months

Interest Rate (or method of calculation): Set at beginning of term. Rates set throughout the
year according to market conditions Currently 7.0%-7.4%

Minimum Shareholdings. $500

Timing of Repayments. End of term

Fees and Charges: Break rate (if deposit redeemed during the term) 0%

Terms and Conditions of Account: As set out in the Rules of the Credit Union

Name: 16 Term Deposit 6 Months

Term: & Months

Interest Rate (or method of calculation): Set at beginning of term. Rates set throughout the
year according to market conditions. Currently 7.0%-7 5%

Minimum Shareholdings: $500

Timing of Repayments: End of term

Fees and Charges: Break rate {if deposit redeemed during the term) 0%

Terms and Conditions of Account: As set out in the Rules of the Credit Union

Name: 19 Term Deposit 9 Months

Term: 9 Months

Interest Rate (or method of calculation): Set at beginning of term. Rates set throughout the
year according to market conditions, Currently 7.0%-7 5%

Minimum Shareholdings: $500

Timing of Repayments: End of term

Fees and Charges: Break rate (If deposit redeemed during the term) 0%

Terms and Conditions of Account: As set out in the Rules of the Credit Union

Name: 112 Term Deposit 12 Months

Term: 12 Months

interest Rate (or method of calculation): Set at beginning of term, Rates set throughout the
year according to market conditions. Currently 7.5%-8.0%

Minimum Shareholdings: $500

Timing of Repayments® End of term

Fees and Charges: Break rate {f deposit redeemed during the term) 0%

Terms and Conditions of Account: As set out In the Rules of the Credit Union.
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On Call Accounts

Name: Access Account

Interest Rate (or method of calculation): Minimum Monthly Balance, 0% for credit balances,
22% for unauthorised overdrawn balances, 13% for contracted overdrafts

Minimum Shareholdings. $1

Timing of Repayments: On demand

Method of Withdrawal: Accesscard, Cheque Withdrawal, Bank Transfer, Automatic Payment,
Direct Debit or Electronic Transfer

Fees and Charges:

Debit Card or ACCESSCARD - ATM Per transaction $2.00
Debit Card or ACCESSCARD - EFTPOS Per fransaction $0.50
Counter Cash Withdrawals Per transaction $2.00
Debit Card or ACCESSCARD replacement Per Card $10.00
Electronic Transfers Per transaction $0.50
Automatic Payment set-up Per automatic payment $4.00
Automatic Payment alteration Per alteration $2.00
Counter cheque Per cheque $2.00
Dishonoured Bank automatic Payments Per dishonour $10.00

Terms and Conditions of Account: Must be a holder of a Co-operative saver account,
otherwise as set out in the Rules of the Credit Union

Name: Bilipay Account

Interest Rate (or method of calculation): Minimum Monthly Balance, 0% for credit balances,
22% for overdrawn balances

Minimum Shareholdings: $1

Timing of Repayments: On demand

Method of Withdrawal' Bank Transfer, Automatic Payment, Electronic Transfer or Direct Debit
Fees and Charges-

Automatic Payment set-up Per automatic payment $4.00
Automatic Payment alteration Per alteration $2.00
Counter cheque Per cheque $2.00
Electronic Transfers Per transaction $nil
Dishonoured Bank automatic Payments Per dishonour $10.00

Terms and Conditions of Account: Must be a holder of a Co-operative saver account,
otherwise as set out in the Rules of the Credit Union

Name: Children's Account

Interest Rate (or method of calculation). Minimum Monthly Balance, 0% for credit balances
Minimum Shareholdings® $1

Timing of Repayments: On demand

Method of Withdrawal: Cheque Withdrawal, Cash Withdrawal, Bank Transfer

Fees and Charges: Nil fees

Terms and Conditions of Account: Must be under the age of 18 years, otherwise as set out in
the Rules of the Credit Union
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Name: MoneyMaker Account
Interest Rate (or method of calculation): Minimum Monthly Balance (MMB):

Part MMB thru to $1000 =0%
Part MMB over $1000 =3%
Part MMB over $2000 = 4%
Part MMB over $5000 =6%

Minimum Shareholdings: $1

Timing of Repayments: On demand

Method of Withdrawal Cheque Withdrawal, Cash Withdrawal, Bank Transfer, Automnatic
Payment, or Electronic Transfer

Fees and Charges.

Counter cheque Per cheque $200
Automate payment set-up Per automatic payment $4.00
Automatic Payment alteration Per alteration $2.00
Counter Cash Withdrawals Per transaction $2.00
Electronic Transfer between accounts Per transaction $0.90

Terms and Conditions of Account: Must be holder of Co-operative saver account, otherwise
as set out in the Rules of the Credit Union

Notice of Withdrawal Accounts

Name: Co-Operative Saver Account
Interest Rate (or method of calculation): Minimum Monthly Balance (MMB),

Part MMB thru to $1000 = 0%
Part MMB over $1000 =0%
Part MMB over $5000 =0%

Minimum Shareholdings, $1

Timing of Repayments' 14 Days notice.

Method of Withdrawal Cheque Withdrawal, Bank Transfer

Fees and Charges: If a withdrawal 1s made without 14 days notice a $20 withdrawal fee will
apply

Counter cheque Per cheque $2.00
Terms and Conditions of Account: Equivalent of $5.00 per week to be deposited, otherwise as
set out in the Rules of the Credit Union

Special Share Accounts

Name: Christmas Club Account

Interest Rate (or method of calculation). Minimum Monthly Balance, 0% for credit balances
Minimum Shareholdings: $1

Timing of Repayments: Open for withdrawals on demand between 1 December and 31
January each year

Method of Withdrawal. Cheque Withdrawal, Bank Transfer.

Fees and Charges:

Counter cheque Per cheque $2.00
Electronic Transfer between accounts Per transaction $0.90
Terms and Conditions of Account: As set out in the Rules of the Credit Union
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Level 12 45 Queen Street PO Box 4197 Auckland New Zealand
TEL 09 968 6620 DDI 09 968 6622 FAX 09 968 6632

g Trustees Exec Uto rS Emanl ray edwin@trustees co nz

11 September 2007

The Directors

Credit Union Canterbury
Shop 32A, Nerthlands Mall
Main North Road

Papanui
CHRISTCHURCH

CREDIT UNION CANTERBURY

Clause 13(3) of the Second Schedule to the Securities Regulations requires us to canfirm that the
offer of deposits (in this Statement referred to generally as “the Securities”) set out In this Prospectus
complies with any relevant provisions of the Trust Deed dated 12 December 2001. These provisions
are those which:

(1) Entitle Credit Union Canterbury to constitute and 1ssue under or with the benefit of the
Trust Deed (as the case may be) the Securities offered in the Prospectus;
{u) Impose restrichons on the right of Credit Union Canterbury to offer the Securities;

and are described in the summary of the Trust Deed in the Prospectus.

The Auditors have reported on the financial information set out in the Prospectus and our statement
does not refer to that information or to any other material in the Prospectus which does not relate to
the Trust Deed.

We confirm that the offer of Securities set out In the Prospectus complies with any relevant provisions
of the Trust Deed We have given the above confirmation on the basis

(a) set out above; and

{b) that. subject to the duties imposed on the Trustee by the Fifth Schedule of the Securities
Regulations 1983, the Trustee relies on the information supplied to it by Credit Union
Canterbury pursuant to the Trust Deed and does not carry out an independent check of
the figures supplied to 1t In that information

Trusiees Executors does not guarantee the repayment of the Secunties or the payment of interest
thereon.

Signed for and on behalf of
Trustees Executors Limited

Ray Edwin
BUSINESS MANAGER
CORPORATE TRUST

Trustees Executors Limited The frst Tustee Company i New Zealand, since 1581

vy
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| Director’'s Name and Address

[ Title | Qualifications

Raynor Paul Bell
St Albans, Christchurch

Pauline Frances Cotter
St Albans, Christchurch

Roger James Coulsby
Barrington, Christchurch

David Hall
Shirley, Chnistchurch

Tania Michelle Hall
Shirley, Chnstchurch

Ross Wayne Maher
Mairehau, Christchurch

Peter Donald Riach
St Albans, Christchurch

Director, Trustee,
Treasurer, Vice-
Chairperson

Director, Trustee

Director, Trustee,

Director, Secretary,
Audit Committee
Member

Director, Audit
Committee Member

Director

Director, Chairperson
Audit Committee
Member




G
MEMORANDUM of UNDERSTANDIN
FOR THE ESTABLISHMENT OF A

SINGLE SOUTH ISLAND COMMUNITY CREDIT UNION
£, April 2007

Betweon the Boards of Directors of the following Parties:

Credit Union Otago Mainland
and

Credit Union South

and

Nelson Credit Union

and

Credit Union Westland

and

Credit Union Canterbury

Background

Over the past 9 months the Boards, Chairs and General Managers of the above Parties have met
and discussed a proposal to merge.

The respective Boards have now agreed in principle to a marger in order to create a single South
Island community Credit Unicn.
The Parties have agreed to work together to enable the proposed merger to become a reality.

It is agreed as follows:

1. The name of the Credit Union shall ba Credit Union Mainland or Credit Union South (to be
confirmed later by the Interim Board)

2. The Purposs: The Parties agree to work together in a spint of partnership and co-operation to
see the merger process through to fruition in order to materialise potential benefits to all
members in the form of:

» agreeing to maintain the principles of mutuality and Credit Union
philesophy

+ reduced fees and charges

+ Improved returns on savings

» reduced Interest rates on members’ borrowing

« opportunities for future growth

s increased range and quality of services offered to members.

Mesmorandum of Understanding Comments added 6 - April 07 Page 1 of 7




These benefits will be materialised through the achievement of the following strategic
objectives:
L

To improve quality of service and provision of a complete range of financial services to the
members of the new entity.
To achieve economies of scale.
To pursue the significant opportunities for growth available in the South Island market,
improving the strength and viability of the Credit Unicn, and that of the Movement as a
whole.

¢+ To improve the quality and performance of governance and management in the new entity.

3. The Interim Board of Directors shall comprise 7 Directors consisting of at least one elected
Director nominated from each of the Parties, plus 2 appointed Directors not currently
associated with the governance of the existing Credit Unions. This group shall form the
merger committee responsible for planning the merger and making recommendations to the
individual boards on the appropriate actions they need to take to complete the merger. The
"target” credit union, to which the other 4 credit umons will transfer their engagements , agrees
that they will work with the committee to ensure the “interim board of directors” is in place as
soon as possible after the first transfer of engagements has been completed, but must
compiete the change to the interim board no later than at the time the last transfer is
completed.

In determining their nomination ta the Interim Board, the Parties will need to conduct a skills
evaluation to ensure the best people available form the new interim Board of five — refer to
John Keenan's paper dated 27 March 2007.

3.1 Each of the Parties may nominate an alternate Director to attend Interim Board of Directors
committee meetings (ie any planning meetings up to the point where the credit union
completes its transfer of engagements to the “receiving / target” credit union) when their
nominated Director is unable to attend for unforeseen reasons. These alternate Directors
will have no voting rights on the Interim Board but will have speaking rights.

3.2 The Transfer of Engagements procass acknowledges that achieving the final Board
composition, in terms of this Memorandum of Understanding, may not be fully effected
untii the AGM of the combined entity in June 2008,

4. The new Interim Board will then institute a search for two Directors fo be appointed to the
Board to complement the skills required for effective governance of the new Credit Union. it is
expected that these Directors would meet the independence test to be deemed to be
‘independent Directors'. (A commitment is required to conduct a Director evaluation process to
determine an assessment of the skills the appointed Directors might need to bring to the
Board).

4.1 The Parties Boards will continue to govern their respective Cradit Linions until such time as
the transfer of engagements is legally completed.

5. The Interim Board of Directors shall govern the Credit Union until elections are held at the first
AGM in June 2008. At this time 3 of the 5 elacted Directors shall retire by rotation and will be
eligible to offer themselves for re-election. The term of the two appointed Directors shall expire
at each AGM and may be reappointed by the remaining members of the Board for an
additional term.

The tenure of elected Directors {to serve one or two year terms) will be determined by lot by
the Returning Officer.

Memorandum of Understanding Comments added 6 - Apnt 07 Page2of7




6. The Board of Directors shall constitute the following governance Committees:
» Governance (Chair, 2 Directors and CEO)
» Audit and Risk {Deputy Chair, one Director and one appointed accountant)
o Trustees

7. The location of Board meetings: Practicalities will obviously be a consideration however the
recommendation is that the location be centraily located, with the possibility of meeting in other
regional centres if strategically appropriate. The final decision will depend on the composition
of the final Board & new CEQ’s recommendation.

8. The CEO appointment process will initially be co-ordinated by a sub-committes appointed as
the Interim CEO Appointment Committee. This sub-committee will develop a position
description and initiate the search process. The process will then be handed over to the Interim
Board for implementation.,

9. The Interim CEO Appointment Committee shall comprise Wade Devine, Bevan Moreton, David
Ogilvie and John Keenan.

10. The location for the CEQ's position: The recommendation at this stage is for Christchurch,
howaver depending cn CEO selection, other factors could be taken into consideration. The
final decision will lie with the Interim Board, but the CEQ’s recruitment process should specify
Christchurch or Dunedin as the two options.

11.The timing of the various transfers of engagements will be incorporated into the detailed
Impiementation Plan to be undertaken by Andrew Leys and Gary Dalton (the implementation
Committee). Each of the Parties is to conduct a SGM to secure the members' approval for a
Transfer of Engagement to the target Credit Union. The dates of each SGM to be confirmed by
the Implementation Committee. The Implementation Committee shall coordinate the Notice of
Meeting pracess for the four transferring Credit Unions, including obtaining approvals from the
Registrar and TEL.

12. The Rules of the receiving ("Target”) Credit Union will be used as a base to draft a new set of
Rules for the merged Credit Union, utilising the new Model Rules as supplied by NZACU as a
reference for ensunng the rules are reviewed, and updated suitable for the new entity. The new
Rules to be drafted by Gary Dalton and Andrew Leys with assistance from Paul Farry of Farry
& Co, Solicitors.

The key areas for change in the Rules include, but are not limited to, the Director selection
process, the appointment and terms of Directors, Director (elected / appointed) remuneration,
Board structure, Audit Committee, the voting process, mestings of members, fee and charges
approval process.

13. The Implementation Committee will recommend a revised schedule of fees and charges and
interest rates for the merged Credit Union for adoption by members.

14, This Mol) is to be available for consideration, agreement and signing at the April Board
meetings of the Parties. The MoU Is to be signed, and have witnessed, by each of the
individual Directors of the Parties. The signed MoU'’s to be collated and forwarded to Paul
Farry of Farry & Co to hold and to subsequently hand over to the new CEO.
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15. Values Statement: - the merger process will be undertaken:
+ 1n a spirit of goodwill and co-operatively working as a team.

¢ 50 all relevant information is freely shared by the parties where appropriate to assist with the
effective implementation of the merger.

« so that any constructive concerns, problems, ideas or suggestions are freely expressed with
the interim Board and the Implementation Committee.

» 3o that the interests of all current Credit Union staff employed by the Parties will be carefully
and fairly considered during the merger process.

e so that we support each other in finding the most efficient ways to deliver the merger outcome.
e 50 that we can be open, frank, honest and constructive in all dealings with each other.
* 1o share work equitably and reasonably, consistent with agreed arrangements.

* 50 that the Implamentation Committee members shall be responsible for fully communicating,
to each Party’s individual Directors, the decisions and recommendations of the Committee,

» to use this MoU as a benchmark against which each Party, and the Implementation Committee
as a whole, can approach potential issues of conflict between them as implementation
progresses.

16. Costs: ltems as own travel, accommodation and SGMs will be met by each of the Parties.
The Implementation Committee will determine a fair cost-sharing basis in terms of meeting,
consultancy, legal and any other significant costs incurred by the Parties in the process of
completing the merger. These costs ala¢ include costs / fees of appointed / independent
interim Directors.

17. Frustration: In the event that any of the parties considers that the proposad merger has
become impossible of performance or has otherwise been frustrated, that party may notify ail
the other parties that it wishes to terminate the agresment to merge. It is expressly
acknowledged that any party may ferminate this Agreement upon 21 days notice in writing in
the event that any resolution of the relevant Credit Unions membership so directs or
resolutions of members necessary to proceed with any aspect of the merger cannot be
obtained.

18. Dispute Resolution: If there is a dispute between the parties arising out of, or in connection
with this Agreement the following procedure is to be complied with:

(@) The party claiming a dispute has arisen must give written notice to the other parties
specifying the nature of the dispute.

{b) The parties will endeavour, in good faith, to resolve the dispute referred to in the notice by
using informal dispute resolution techniques.

(c) If the parties do not agres on a dispute resolution technique within 14 days after the date
notice of a dispute was given, the dispute is to be mediated according to the standard
mediation agreement of LEADR New Zealand Incorporated (Lawyers Engaged in
Alternative Dispute Resolution), and the Chair of LEADR (or the Chair's nomines) will
select the mediator and determine the mediator’s remuneration.

19. Amendment: This Mol may be amended at any time by agreement in writing, between all the
Parties.

Memorandum of Understanding Comments added 6 - April 07 Page 4 of 7




20. Term: This Mol) commences on the date signed by the Parties and will continue unti!
terminated by either of the Parties. The terminating party will give not less than 21 days notice
of termination to the other parties,

21. Glossary of Terms:

The Parties — The five Credit Unions as itemised on page 1 of this MoU.

The Merger Steering Committee — The five Director nominees and General Managers of
the Parties charged with co-ordinating the merger process prior to the formation of the
Interim Board.

The Implementation Committes — The committee of the two GM's representing Credit
Union Ctago and Credit Union South.

Interim Board — The Board of Directors governing the new Credit Union unti! the first
elactions at the first AGM in 2008.

The target Credit Union - the Credit Union that will be used as the vehicle to merge the
Parties i.e. receiving the transfers of engagements.

Appointed) Directors -~ Directors appointed by the interim Board and not cumently
involved with the governance of the existing five Credit Unions. It is expected that these
Directors would pass the test of being deemed to be “independent Directors’

22. Communications should be sent to: {Chairs and General Manager of each of the Parties)

For Credit Union Mainland to: For Credit Union Mainland to:
Nama: Bevan Moreton Name: Gary Dalton

Position:  Chairman Position:  General Manager
Email: bevanm@cuotago.co.nz Email: Garyd@cuotago.co.nz
Phone: 0276 303767 Phone: 03 471 7501

Any change of contact details shouid be notified in writing (including email).

For Credit Union South to: For CU South fo:

Name: Wade Devine Name: Andrew Leys
Position: Chairman Position:  General Manager
Email: devinejw@ihug.co.nz Email: Andrew@scu.co.nz
Phone: (274 364 902 Phone: 03 2113953

Any change of contact details should be notified in writing {including email).

For Nelson Credit Union to: For Nelson Credit Union to:

Name: David Ogilvie Name: Derrick Gould

Position: Chairman Position:  General Manager

Emall. motueka. nz@raywhite.com Email: derrickg@nelsoncu.co.nz
Phone: 0274 314656 Phone: 03 548 9821

Any change of contact details should be notified in writing (including email).
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For Cradit Union Westland to : For Credit Union Westland to -

Name. John Sheard Name Caria Rae

Position: Chairman Position  General Manager

Emaul: jsheard@westcostdhb.org.nz Email carlar@cuwestiand org.nz
FPhone: 0272 804484 Phone: 037556363

Any change of contact details should be notified in writing (including email}

For Credit Union Canterbury to’ For Credit Union Canterbury to:

Name. Peter Riach Name Peter Taylor

Pasition® Chairman Pasition:  General Manager

Email peter riach@slingshot co.nz Email. peter taylor@cucanterbury org.nz
Phone: 03 3664222 0276 285906 Phone: 03 352 3319

Any change of contact details should be notified in writing (including email).

Executed as a Memorandum of Understanding (by each individual Director of the Parties}
Signed on behalf of Credit Union .M ANV L4

Signature: lﬂ 7%%’/4—‘ Signature. 0(- -%(

Name: R ot m.ﬁf eA ~ Name: A IC)( () KJ/\}
Position D ulizersct C’Cﬁ";" "'-::) . Position: D T4 Qf‘h‘Jf ! Tt’ MS+€Q

Signature: %ﬂ//i—"\ \ Signature /’gkdﬁfﬁo |
Name: s&ﬂﬁz %Qé miC Name: P "kbff’#i qu(;'s-o

Position: Director Position: Directov / TousTee,
Signature 4 MT_V 2 Signature %]ﬂfj&?

Name: O \'\ef’d@ﬂ'ﬂ"\ Name. Felige \ade
Position \Caosule/ Position. Qsc¢ For

Signature. ‘CE,/@//’( Signature’

Name: |Sched Bl Name.
Position: &Qﬁ@;{a yL/} Position

De‘:?u h(] Chlrair rcaim
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For Credit Union Canterbury to

Name: Peter Riach

Position:  Chairman

Email: peter.riach@slingshot.co.nz
Phone: 03 3664222 0276 285906

For Credit Unton Canterbury to:

Name: Peter Taylor

Position:  General Manager

Email' peter.taylor@cucanterbury.org.nz
Phone: 03 352 3319

Any change of contact details should be notified in writing (iIncluding email).

Executed as a Memorandum of Understanding. (by each individuat Director of the Parties)

Signed on behalf of Credit Union South

Signature % @)‘V—r’v‘—

Name. Wade Devine
Position Charr

774

Signature:

Name, Terence James O'Neill

Position:  Director/Secretary

Signature %‘M‘Mﬂ*
~J

Name lan Gordon Macara

Position; Director/Trustee

bt o)

Signature:

Name; Kerry Michael Cartwnght

Position. Director/Treasurer

Memorandum of Understanding
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Signature- ‘f'/'( g /‘{”[ ,

Name: Peter 1.en McKnight

Position Deputy Chair/Trustee

Signature:

Name: AlleIORobert Waghorn

Positron, Director/Trustee

b= g
(@

Name. Hazef Sycamore

Signature

Position: Director

Witnessed by

Signature: %//j
4

Nare, Andrew David Leys

Position General Manager

Address:  Invercargill

Date: 2 M-, 2'3’7'
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For Credit Unicn Westiand to : For Credit Union Westiend to :

Mame: John Sheard Name: Carla Rae

Position: Chairman Posltion: Genaral Managesr

Eemail; Jsheard @westcostdhb org.nz Emall: caran@cuwestiand.ong.nz
Phone: 0272 804484 Phone; D3 7558363

Any change of contact detalia should be notified In writing (including emadl),

For Credit Union Canterbury to; For Credit Union Canterbury to:
Namae: Petor Rinch Name: Peter Tayior

Position:  Chairman Pusition:  Genaral Manager

Emall: peter.riach@slingshot.co.nz Email: peter.taylor@cucanterbury.org.nz
Phone: 033664222 0276285908 Phone; 03352 3318
Any change of conlact detalls should be notified in writing (iIncluding smak).

Executed as a Memorandum of Understanding: {by each individual Dirsctor of the Parties)

o it 5 A

Name, LAt ARrtoE e S HIRLBy  EART
Position; &fm ' Posltion: é/’&/’@"’( )

/‘Oﬁl W B 9~
Signeture: Signalure: -
Nams: DEs  SkOa)  yam: %a@ Do
Posiion: =D LA Position: @/A’. Zeyd 4

Y VT -7

neme: A - Chwi cher Name: Dk CIRML 100

Postion: Mam Position: D srerel
Lt lrga

Signature; Signature

Name Name:

Position: Posltion
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For Credit Union Westland to : For Credit Union Westland to :

Name: John Sheard Name: Carla Rae

Position: Chairman Position: General Manager

Email: jsheard@westcostdhb.org.nz Email: carlar@cuwestland.org.nz
Phone: 0272 804484 Phone: 03 755 6363

Any change of contact details should be notified in writing (including email).

For Credit Union Canterbury to: For Credit Union Canterbury to:

Name: Peter Riach Name:; Peter Taylor

Pesition:  Chairman Position: General Manager

Email: peter.riach@slingshot.co.nz Email: peter.taylor@cucanterbury.org.nz
Phone: 033684222 0276 285906 Phone: 03 352 3319

Any change of contact details should be notified in writing (including emaif).

Executed as a Memorandum of Understanding. (by each Individual Director of the Parties)
Signed on behalf of Credit Union Westland

o/ Hoas Sgnature _@&M«n AL

Name: {C)L"\ S“ RALD Name:
Position: Cf\/\ ads” Position: i NS‘"(L .

Signature: % Signature;

Name: (1UCH AL __5‘_91:‘/ < Name: ?QS LQND f FTAAY
Position: @fﬁwm- Pasition; m D”'?W .

Signature: 5 Signature: G_m. M
Name: ME\T\‘\ L/\(ﬂi/] Name: Plison Thies
posion: _\NCETTRL Position: Teuwgtec

Signature- C;j’ m\% Signature:

Name C-T\ AT X" Name:

Pasition: D;&.dO/ . Position:
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' For Credit Union Canterbury to. For Credit Union Canterbury to
Name. Peter Riach Name' Peter Taylor
Pasition®  Chairman Positon:  General Manager
Emal:  fede~. £iacl P S‘hnslio‘l'- (0. WL Emal'  peter.taylor@cucanterbury org nz
Phone: 306~ 22 /427 -029-6904 Phone: 033523319
Any change of contact details should be notified in wrnting {including email)

Executed as @ Memorandum of Understanding: {by each indlvidual Director of the Partles)
Signed on behalf of Credit Union .08 favsrge gy f

Signature’ (ﬁﬁw . Signature; % 2 /{—/0/

Name. % = HG L Name' %&.J) e ’15-‘\ Vl

Position' /f'a VT & & Pesition. /(M‘J jf..r-{

Signature: ‘_ﬁ@{ Signature: ’

Name E%gf @L‘gj}i Name: FAU! (a0 Co77cr
posiion: _~-TEU ST EE Postion _{ZRET70/L

Signature: Signature

Name. _J " Name. Igﬂbf K‘ P-e/L—
Position: nfﬂfjtnf Position. C."LQ | r e/

Signature Signature

Name, Name

Peston; Position

Signature

Name:

Position-

Witnessed by’
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CERTIFICATE OF REGISTRATION
OF PROSPECTUS

(Under Section 42(5) of the Securities Act 1978)

CREDIT UNION CANTERBURY
1802891

This is to certify that a Prospectus for CREDIT UNION CANTERBURY dated the 9™ day of
September 2007, was registered on the 12" day of September 2007.

Uil

Neville Harris
Registrar of Credit Unions and Friendly Societies
Dated this 17th day of September 2007






