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Nolice is hereby given that the 135th Annual General

Meeting of Shareholders of Canterbury Building Society (CBS
Canterbury) will be held at 5.30pm on Tuesday 20th July 2010
in the Bradford Room, Ashburton Events Centre, Wills Strecet,
Ashburton.

Business

1. Minutes

To Receive the Minutes of the 134th Annual General Meeting
held on 22nd July 2009 as previously approved by the Direclors
on 18th August 2009.

2. Financial Statemoents And Directors Reporl

To Receive Lhe Annual Report for the year ended 31 March 20190.

3. ldlection of Directors

To elect two directors. G.R. Leech and G.S. Brown retirc by
rotation, and in accordance with the Socicly’s constitution offer
themselves for re-election.

4. Directors” Remuneration

To fix the remuneration of Directors at $250,000 (plus GST il
any) for the financial year commencing 1st April 2010. This
represcnts a nil increase on the total directors’ fee as previously
approved by Lhe shareholders.

3. Auditor

To record Lhe re-appointment of Deloitte as the Society’s
Auditors.

6. General Business

To deal wilh any other business that may properly be brought
before the Annual Meeting.

By Order of the Board of Directors

Bryan G Inch
Chief Executive Officer

Proxies

Any Shareholder who is entitled to altend and vote at the Annual
Meeting, may appoint a proxy Lo attend and vote instead of him
or her. Such proxy need not be a Shareholder of the Company.
The Chairman of the Company is prepared to act as proxy.

To appoint a proxy you should complete and sign the enclosed
Proxy Form and rcturn it by delivery, mail, e-mail or fax to the
share registrar of the Company:

By Delivery:

CBS Canterbury

C/- Link Market Services Limiled
138 Tancred Street

Ashburlon

By Mail:

CBS Canterbury

C/- Link Market Services Limiled
PO Box 384

Ashburton 7740

By Email:
Email to Lmsenquiries@linkmarketservices.com

(please pul Lhe words “CBS Proxy Form” in the subject line for
easy identification)

By Facsimile: +64 3 308 1311

The compleled Proxy Form must be received by Link Market
Services Limited on behalf of the Company no later than
5.30pm (New Zealand Lime) on Sunday 18 July 2010. Voling
cnlitlements of the mecting will be determined as at this time
and accordingly registered shareholders at that time will be

Lhe only persons entitled to vote at the Meeting and only Lthe
shares in those persons names at that time may be voted at the
Meccling.

Voting

All resolutions will be voted by show of hands. In the event that
a poll is called, voting papcers will be distributed at the Annual
Meeting.

A (BSCanterbury



Collins dictionary

Building our business + our region

+ our opportunity + vour wealth

CBS Canterbury has been on an exciting journey over the past decade and 2010 has marked
significant progress on our path to reposition the business as ‘like the bank of Canierbury.’

Al year end the business is poised for further growth, with new strategic partnerships which will
deliver us a larger regional presence and customer base through the combination of organic growth
and sector consolidation.

This position has nol just happened. It is the result of a ten year vision Lo be a leader in the non-
bank sector and our dogged commitment to a strategy to achieve the most “bank-like” business
model in that sector in New Zealand.

The recent announcement of an agreement with Pyne Gould Corporation and Soulhern Cross
Building Socicty to potentially merge 10 crealc a New Zealand owned bank head-quartered in
Christchurch, is a significant step towards making this vision real.

CBS Canterbury would have a cornerstone position in the new banking business and continue to
support Canterbury as our home market, alongside extending our national reach.

Whatever the decision, CBS Canlerbury will always retain its strong values as an organisation
being easy to do business with, doing what we say we will, respecting our clients and being a
rewarding place to work. These values would be brought into the proposed banking business.

We have also embarked on a significant partnership with Vbase, another key Canterbury player,
as naming rights sponsor of the premier sports and entertainment centre in Christchurch - now
known as the CBS Canterbury Arena. This provides a tremendous opportunity to participate more
in our community, to demonstrate our support for Cantabrians and the local economy, as well as

increasing awareness of who we are.

Alongside all the operational challenges of the past year and our strategic focus, we have not lost
sight of who our customers are and what they need. We have listened to what they have said and
delivered 1o their expectations.

The CBS Canterbury story reflects consistent values and principles, strong leadership and a
connection with our community. These same ideals will take CBS Canterbury forward into 2011.

It's simply aboul building our business + our region + our opportunity + your wealth.

, A (CBSCanterbury




Highlights of the year

-+ Achieved after tax profit of $1.91m i Received a BB+ (stable) credit rating from Standard & Poor's

-+ 'Total Lending up 6.7% to $445m t Memorandum of Understanding signed with PGC / Marac, and

+ A 1:40 (one for forty) fully imputed bonus share issue Southern Cross Building Society on Junc 1 2010 to cngage in
announced polential merger talks

-+ Application for extended Crown Retail Deposit Guaranlee -+ CBS Canterbury Arcna named in partnership with Vbase
Scheme approved June 2010 June 18 2010

Historical Results Summary

° Total Lending Total Assets 20T Net Profit (1oss) After Tax
$1.99m*
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(29.4 cents)
NET PROTIT -
* 2008 reflects adjusted net profit (aller operating profit of $3.2m less Lax and prior to onc off special preference share dividend of $1.1m)
** 2009 rellects adjusted nel profil (after operating profil of $0.75m less Lax and prior to goodwill impairment of $4.15m).

EARNINGS PER ORDINARY SHARE -
* 2008 reflects adjusted Barnings Per Ordinary Share prior to one off special preference share dividend of $1.1m.
** 2009 reflects adjusted Farnings Per Ordinary Share prior to goodwill impairment.
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Chairman’s Report

As New Zealand slowly but surely emerges from recessionary conditions,

CBS Canterbury can reflccl on the strong business foundations laid
during past decades. From foundation 135 years ago, CBS Canterbury
has continued to build on the values and sound financial performance
that have scen it grow and prosper through a wide range of economic
climates, industry change, and societal cvolution. It has wealhered this
latest ‘storm’ very well indced!

In recent years, the vision Lo demutualisc, Lo list on the NZAX, to
initiate industry consolidation and to develop CBS Canterbury into one
of the most “bank-like” non-banks in Ncw Zealand, has given us the
strenglh and confidence to continue to investigale new opportunities in
a changed operating environment.

The 2010 year has been a ycar of two halves. During the year
under revicw, the recessionary cconomic sitnation saw reduced
residential and commercial market activity and presented a challenging
environmenl. During the first half, however, we achieved a break even
result rather than the loss predicted al the 2009 AGM. The second half
was significantly better wilh a respectable opcrating profit. While we
needed to be risk averse to achieve quality growth, the overall result for
the year lived up to our expectations but nol Lo our aspirations. There
is no doubt, however, that our Lraditional and primary focus on the first
mortgage lending market is the most competitive and has the lowest
profil margin than most other forms of lending.

[ am pleased to present the following summary of results for Lhe year:
-+ Net Profit after Tax $1.91m {2009 loss $3.48m)

4+ Increasc Lo Shareholders Funds of $2.42m (2009 loss $3.96m).
[Includes valuation increase of $0.535m to Bonds, held as part of
liquidity, that were written down in 2009.]

-+ Lending growth incrcased by 6.7% to $4.26m
-+ Equity increased by 6.1% to $51.55m
- Net Tangible Assets/share increased 7.3% to $3.41

While the necessary focus for management in the {irst part of the year
was about proactive credit management and achieving quality growth,
the second half of the year was about taking stock and haviog a stronger
emphasis on building our business + our region + our opportunities +
shareholder weallh.

Government regulations meant we had to secure a credit rating
during what was probably the most challenging of times so it was
significanl that, in November 2009, GBS Canterbury achieved a solid
BB+ {stable) credit rating from Standard & Poor’s Ralings Agency.

In facl, operating in Canterbury was identificd by Standard & Poor’s
as one of the Society’s strengths and the agency commented: “CBS
has a sound regional franchise, organic growlh opportunitics in the
Ashburton-Christchurch corridor and a sound financial profile.”

Becoming best-in-class [or the non-bank sector was a considerahle
achievement, especially given this was the first time CBS Canterbury
had ever been formally rated.

Strategic PPositioning
In the last quarter of the year under review, the Board has made

considerable effort to eslablish CBS Canterbury in a preferred position
for profitable and sustainable growth.

From this, a number of iniliatives have evolved for enhancing CBS
Canterburys brand, increasing our footprint, growing our business
and relationships and, in particular, establishing strategic external
partnerships.

One such stralegic partnership is with Vbase, the wholly owned
subsidiary of Christchurch City Council (through CCH Holdings Ltd).
Vbase, based in Christchurch, is one of Auslralasia’s largest venue
management companies and manages four of New Zealand's premier
venues, including Christchurch Convention Centre, Christchurch Town
Hall for Performing Arts, AMI Stadium, and from the 18th June 2010,
the CBS Canterbury Arena. The naming right sponsorship for the sports

| A (BSCanterbury

and entertainment Arena is the cornersione of a positive and mulually
beneficial relationship wilh Vbase.

Stralegic Outlook

We believe greater scale, increased capital and funding options,
greater diversity of revenue, a wider product offering, and increased
distribution channels will be needed Lo maximise shareholder value
going forward.

This will be achieved through organic growth initiatives and through
consolidation with others who have complementary offerings.

On 1 Junc 2010 we announced the signing of a Memorandum of
Understanding with Pyne Gould Corporation and Southern Cross
Building Society to consider a merger Lhat would create a New Zealand
owned bank, head-quartercd in Christichurch and focused on providing
a full range of banking services Lo customers in the wider South Island
and nationally.

Board, management, and staff share Lhe vision of a banking institution
emerging from consolidation Lhat underpins our core values, would
serve ‘heartland’ New Zealand very well and also address the capilal
and revenue diversification mentioned in previous communications.

We hope to be in a position to give more dclails of the progress of
these deliberations at our 2010 AGM.

As a Board we are commilted to adding strong value to our
shareholders by conlinuing to grow our Canlerbury home markel and
utilising the strengths of our business to offer comprehensive banking
services as a building society and eventually a bank to an even wider
client base.

Directors

The year end was marked by the retiremenl of two scnior dircctors,
Mr Don Church and Mr Laurence Cooney, both who have given so much
to banking and the Building Society scctor over the last 40 to 50 years.
Their wealth of experience was invaluable in dealing with the continuing
recessionary environmenl and merger with LBS.

Don Church’s contribution has been second Lo none, including being
Board chairman for an outstanding 24 years! I wish both Don and
Laurence the very best in their retirement and thank them personally,
and on bchalf of you all, for their commitment and long service to CBS
Canterbury and Lhe financial services sector.

Stall

On behalf of the Board, my sincerc thanks to the management team
and all staff of CBS Canterbury. We have had a challenging period
bedding in a merger in the face of the headwinds emanating from the
global financial crisis. CBS Canterbury owes its strong position today to
this committed and dedicated team.

Thank you

Importantly, I want to acknowledge the continued ongoing support of
our local community, customers and shareholdcrs, as CBS Canterbury
looks to increase its prescnce within Canterbury and potentially beyond.
Our people can be very proud ol what the Society has achieved and for
what we can now bring to further industry
development.

We can never say “thank you” too often
- 80 thank you again for your support over
the pasl year.

G R Leech
Chairman of Directors
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CEO's Report

The year under rcview has seen our continued focus on credil quality
and methodically growing our lending through advances to quality
clients. Whilst an opcrational focus of neccssity dominated much of the
2010 year, activily in the lasl quarter rellccted our acknowledgement
that we needed Lo adopt slrategic steps towards rcpositioning the
business, with more brand awareness and understanding in our chosen
market.

Prudent management during the period has cleared the way for
us to now focus on this rcpositioning. This task, combined with
other initiatives to enhance the CBS Canterbury profile in our local
and regional communities, are lwo very clear priorities for the year
ahead.

Profitability
The first half result was significantly impacted by continued hedging
costs for fixed rate loans, duc to distorlions in financial markets. This

six month resull was better than budget and consistent with the issues
highlighted at last year's AGM.

The [ull year result also benetited from a taxation rcfund following
transactions related to the [L.oan & Building Sociely merger and difficult
trading condilions.

Although below desired levels for the longer term, the resull is
still very respectable given market conditions and performance of
other financial organisalions in the current market. It is particularly
pleasing to report signilicant improvements in Operating Profit and
Net Profit after Tax, loan impairments, and past due advances. In
addition, deposit reinvestment rates and client support have remained
exceplionally strong.

The posilive resull for the period was aided by the conlinued focus on
asset qualily and il was pleasing to achieve significant improvements
from the results of 2009. Impairment losses for the period were down
82.5% to $0.59m ($3.36m) and advances 90 days past due (cxcluding
impaired loans) $0.39m ($0.53m) or only 0.09% of total advances.

This is exceplionally low by induslry standards and rewarding given the
dedicated focus over the recent period.
Lending

The increase in lotal lending for the period, particularly in the arca of
residential mortgages, was very pleasing given the number of [irst home
buyers and new customers who joined CBS Canterbury in whal was a
very sluggish market.

Our primary focus remains first mortgage property lending,
particularly residential, but also lowly gearcd and well managed
commercial and farming properties. We have taken a precautionary
approach to ensure we achicve high quality low risk lending assets.

Funding
The funding of our Jending activilics continues to be 100% from retail
deposits via our four Canterbury branches.

This market has become increasingly challenging during the
recessionary and changing regulatory period. We are incredibly grateful
Lo our very loyal depositors as we again enjoyed a very high 89% (90%)
reinvestment rate in this area.

Management deliberately managed liquidity down to 22% (29%) at
the cnd of the period, having been successtul in securing the Crown
Retail Guarantee during the prior year, plus having the comfort of
a standby funding line banking facility. Liquidity is currently being
managed within a 209% to 25% target range, well above the Trusl Deed
minimum level of 15% required.

During the period under review, investors have been comforled by the
Crown Retail Guarantee. The current scheme matures on 12 October

2010, however, since balance date, the business has been successtul
in gaining the Kxtended Crown Relail Deposit Guaranlee through

Lo December 2011. Whilst Lhis guarantee does provide additional
comfort for some investors, it is important all investors’ decisions
are understanding of the underlying tangible asset securily for their
investment.

At balancc date, CBS Canterbury has an un-drawn bank funding line
of $30m. This standby lacility has been carried (un-drawn) through
the recessionary period, however investigations are currently underway
to delermine alternative facilities that may better complement our
business and growth opportunilics.

Community

With a strong regional niche banking emphasis, our commilment to
community partnerships has continued during the year, with linancial
assistance maintained lor the many diverse groups and organisations
that arc the fabric of our province.

As we head towards the 135th Annunal Gencral Meeting, the
announcement that CBS Canterbury has partnered with Vbase in
Christchurch to become the naming rights sponsor of what we like to
think ol as ‘the peopie’s arena’ aplly demonstrates our widening regional
community [ocus. We are confident the South Island’s largest indoor
sports and cntertainment facility, now known as the CBS Canterhury
Arena, will increase brand awareness and understanding of our
business.

Strategic Positioning

In the last quarlcr of the year under review, the management lcam
made considerable effort Lo place CBS Canlerbury in a prefcrred
position for sustainable and profitable growth. We believe we have
survived Lhe recessionary period well and have successlully completed
two mergers. Recenlly we went to the market to rescarch customers
- potential, current and pasl - and received cxceptional feedback.
From this we have reviewed some of our business activities, the roles
our teams arc performing and the way we present ourselves in the
Canterbury market.

This has been a very positive exercise for our slaff and our customers
and will see CBS Canterbury developing a much greater foolprint in
Canterbury.

Stall and Direclors

In closing, my thanks 10 the support of both staff and dircctors
through what has been a challenging period. Thc passion and
commitment of the whole team, combined with the current dynamics
of the industry, truly makes CBS Canterbury a stimulating placc to
work.

I am confident we can collectively take CBS Canterbury ahead -
growing our business, creating a grcater footprint within our region,
maximising our opportunities and increasing shareholder and
cuslomer weallh.

Bryan Inch
Chief Execulive Officer
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Merger Proposal to Creaie a New Bank

The 1 June 2010 joint announcement by CBS Canterbury, Pyne
Gould Corporation and Southern Cross Building Society was the
culmination of several months’ discussions between all parties

The partnership proposal would

during the past quarter. create a New Zealand owned banking
CBS Canterbury, along with the two other well-eslablished enti’[)y with Slgﬂ]fl cant market

and compatible [inancial businesses have agreed to pursue a . ) i

potential merger Lo create a New Zealand owned bank, head- advantages and Capab]llt1633

quartered in Christchurch, and focused on providing a full

range of banking scrvices, not only within our Canterbury + Bringing together three established and

home market but to customers in the wider South Island and compatible businesses with a long and proud

ionally. . L . .
nationally heritage of providing banking services to

We firmly believe a New Zealand owned, South Island based New Zealanders

bank would meet a need felt strongly by individuals, small

to medium business, and farming customers throughout the + A starting asset base of approximately $2.2
country. The proposal encompasses significant opportunity for

growth and value creation for the benefit of CBS Canterbury billion, providing the critical mass likely to

shareholders and would give CBS Canterbury greater relevance be required to obtain a banking licence
within the banking sector both in Canterbury and nationally.

) ) + The scale to capitalise on real growth
The proposal is currently being analysed by the Board and

management, which will in due course decide whether to opportunities to drive shareholder value

commit to an implementation agreement with the other parties.

If this occurs, the proposal will ultimately be dependent on + The only New Zealand owned and stock

approval by all our shareholders, along with other stakeholders, exchange listed bank

and the relevanl regulatory bodies with whom we are working

closely and who have expressed Lheir support in principle for + Headquarters in the South Island with

partnerships as a means of consolidating the financial services extensive national reach

sector. 1t is likely final decisions will not be made before

December 2010. + A full service ‘bank offering’ to customers in
The CBS Canterbury board and management are fully in ‘heartland’ New Zealand

support of the concept, subject to confirmation through the
process outlined above. If the merger does occur, it will define
the future of CBS Canterbury, as part of a new group dedicated
to servicing the banking and financial needs of ‘heartland’ New
Zealand. GBS Canterbury would have a cornerstone banking
position in the new business and Canterbury would continue
to be our home market. Quite simply, we bank on working for
Cantabrians in the long term.

We are fully aware the achievement of a banking licence
is a significant hurdle and is crucial to the concept being
explored. However, we are confident the scale and financial
resources created by the new partnership would be sufficient
to cnable this requirement to be met. As Chairman Gary Leech
commented in last ycar's Annual Report “Quite frankly we aspire
to become Canterbury’s bank!”

In the meantime, it is business as usual for CBS Canterbury.
We have always maintained a strong emphasis on delivering
exceptional experiences for our customers and the existence
of this merger proposal will not affect the standard of service
provided to any of our customers, nor the status of any accounts
with us.

A CBSCanterbury
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Opening the Door to the CBS Canterbury Arena

In June 2010, CBS Canterbury announced a significant new
partnership with Vbase, another leading Canterbury business,
becoming the naming rights sponsor of the South Island’s
largest indoor sports and entertainment facility in Christchurch

I"acts and Figures

- the CBS Canterbury Arena. + Facility built in 1998
This is an exciting development reflecting CBS Canterbury’s + Venue is 4.000 square metres
commitment to the city, the Canterbury region and Cantabrians.
Chief Excculive Bryan Inch says it is also compatible with + Maximum seating of 8,888 for concerts and

our desire to enhance our community profile, increasc our
regional foolprint and add valuc Lo the local economy, given our
predominantly local ownership and 96% Cantabrian customer
base.

shows

+ Maximum seating of 7,250 for sports events

such as netball and basketball
“The CBS Canterbury Arena is one of the region’s key

entertainment venues and we are delighted to have the + 18 hosting suites with a maximum capacity
opportunity to be so closely associated with the facility,” he

says. “We have ultimate confidence in the ability of Vbase of 240
Lo stage exceptional events and to provide an outstanding

+ B ; i
cxperience for cveryone visiting the Arena for whatever event.” anquet seating for 2,500

“According to recent figures we estimate around one quarter + 3,000 car parks
of a million people will make the CBS Canterbury Arena a
destinalion over the next year.” + Approximately 80 events are held in the
CBS Canterbury's choice of new strategic pariner is a well facility annually (some of these are multi-
considered onc. Bolh parties view their value fit as being just performance events)
as important as the specific financial imperalive.
Vbase as an organisation shares very similar values to CBS + Over 250,000 ticketed guests hosted
Canterbury, including: annually

<+ A commitment to playing a key role in Christchurch and the

wider Canterbury region Key Kvents coming up 2010/2011
-+ A Tocus on building its business, brand reputation and profile
e International Netball

- Silver Ferns v Jamaica

-+ A passion for providing exceptional experiences to clients

-+ Having the right people on the team

-+ Being a fun and safe place to work. e International Artists
CBS Canterbury and Vbase are partners for the long-term., - Yusuf (Cat Stevens)
Bryan says it's aboul building a strong relationship and - The Pixies

continuing to do business together. .
- Andre Rieu

“Our sponsorship of this great Arena and our strategic Jack Johnson

parinership with Vbase is a massive step forward for GBS
Canterbury. It will give us a more meaningful footprint on the - Leonard Cohen
Canterbury landscape and increase public awareness of who

we are.” ¢ International Rodeo

It is about doing the right thing for our community, our
shareholders and our people.

Our business + our region + our opportunity + your wealth.

A CBSCanterbury
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Directors” Report

The Directors present the Annual Report, together with the
financial statements of the Canterbury Building Society (“CBS
Canterbury”) and its subsidiaries, for the period ended 31
March 2010.

Principal Activities

CBS Canterbury provides financial and banking services to
individuals, groups and organisations, rural and commercial
busincsses. The primary activity is first mortgage lending
secured against residential, commercial and farming properties,
funded by public investment in a range of savings products.

The Society operatcs under the brand idenlity of CBS
Janterbury. The registered entity is the Canlerbury Building
Socicty, which is listed on Lhe New Zealand Alternative
Exchange (“NZAX") under the issuers code CBS. The Society is
a Non Standard NZAX Issuer due to a voting cap on Ordinary
Shares of one vote per share up to a maximum of 10% of the
total ordinary share votc.

Capital

Issued capital as al 31 March 2010 was $44.29m representcd
by 12,216,658 ordinary shares.

Distribution

No interim dividend was paid during Lthe period under review.

In lieu of a final dividend, the Directors approved a fully imputed
taxable bonus issue of 305,416 ordinary shares to be paid

in the ratio of 1 for every 40 shares held on 23 July 2010.

The issue is equivalent to a 7.5 cents per share fully imputed
dividend based on a share price of $3.00 per share at the time
of announcement on 14 June 2010.

Crown Retail Deposit Guarantec

CBS Canterbury received approval of The Treasury on 31 May
2010 to participate in the Extended Retail Deposit Guarantee
Scheme. The extended scheme will end on 31 December 2011.

Directors
Messrs G.R. Leech and G.S. Brown retire by rotation in

accordance with the Society's constitution and being eligible
offer themselves for re-election.

Direclors’ Share Dealings

Pursuant to Section 148 of the Companies Acl 1993 in relation
to dealings by Directors in relevant intcrests in the Society's
ordinary shares, appropriate disclosures have been made to
the Board and entcred into the Society’s Interests’ Register
during the year ended 31 March 2010. Movements in Directors’
shareholdings are shown in the table on page 17.
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Directors” Remuneration

Directors’ remuneralion and other benelfits required to be
disclosed pursuant to Section 211(1) of the Companies Act
1993 for the ycar ended 31 March 2010 were as follows:

G.R. Leech (Chairman) $50,000
G.R. Kennedy (Deputy Chairman) $36,500
R.W. Ashford $26,000
R.A. Bonifant $30,500
R. Bradford $26,000
G.S. Brown $27.500
D.G. Church $27,500
L.K. Cooncy $26,000
Total $250,000

bDisclosure ol Interests by Directors

In accordance with Section 140(2) of the Companies Act 1993
the Directors named below have made general disclosure of
interesl, by a general notice disclosed to the Board and entered
into the Society's Interests’ Register. Gencral notices of interest
were given by these Directors for the following entities during
the year ended 31 March 2010:

R.A. Bonifant
Truslee: [lawkesbury Community Living Trust, Northburn Trust,
Glenaray Trust.

(1.5, Brown
Director: Natural Dairy Products 2007 Ltd, Ashburton Golf Club
Inc, GPGD Ltd,

.G, Church

Director: Camrose Estales Lld, Trustee:, Ashburton Community
Water Trust,

1K, Cooney

Director: Nico [No.30] Lid, Nico [N0.59] Ltd

G.R. Kennedy

Director: B K Truslees (2009) 1.td, B K Riversdale Trustees

I.td, Cates Grain & Seed Ltd, River Walks Ltd, Shooting Star
Properties Ltd. Trustee: Tomorrow Skies Charitable Trust.
Committee Member: Lake Hood Exlension Project.

G.R. Leech
Director: Londale Development Ltd, Turf Equipment NZ (2008} Lid.

For previous disclosures of interest, please refer to prior year
Annual Reports.
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Directors” Report Continued

iMirectors” inkevesis

Directors’ sharcholdings in CBS Canterbury as at 31 March 2010.

Shares held as at: 31-Mar-10  31-Mar-09

R.W. Ashford 76,464 76,464
- Held by associated Persons 47,191 47,191
R.A. Bonifant 0 0
- Held by Associated Persons 5,638 5,638
R. Bradford 97,201 89,049
- Held by Associaled Persons 8,142 8.142
G.S. Brown 24,961 24,961
- Non-Beneficial 13,730 13,730
D.G. Church 425,626 424,350
- Held by Associated Persons 47,984 57,981
1.K. Cooney 143,228 141,628
- Non-Beneficial 624 624
G.R. Kennedy 88,874 88,874
- Held by Associated Persons 781 781
- Non-Beneficial 655,486 663,421
G.R. Leech 35,841 27,841
- Non-Beneficial 4,025 4,025

Hae of Company Information

The Board received no notices from Directors during the year
requesting Lo use information received in their capacity as
directors of CBS Canterbury, which would not otherwise have
becn availabic to them.

Fond Farewells

Don Church

First elected Lo the Board in 1971
Don has been a director of CBS
Canterbury for 39 years. He was
Chairman for one of the longest
periods of any Board Chairman

from 1978 until 2002. Don lists
demutualisation, computcrisation,
the two mergers with SMC Building
Society and Loan & Building Society,
and the expansion into the wider
Canterbury market as key milestones and highlights.

His loyalty, experience, knowledge and counsel have made
him a highly respected board member not only within CBS
Canterbury, bul also the wider community where his networks
and business understanding were invaluable.

! A CBSCanterbury

indemnity and Insurance

CBS Canterbury has facilitated indemnilies and insurance cover
for the Directors and Chief Executive Officer of CBS Canterbury
which, except for some specific matters which are expressly
excluded, indemnify and insure Directors and the Chief
Excculive Officer against monetary losses as a result of actions
undcrtaken by them in the course of their duties. Specifically
excluded are certain matlers such as the incurring of penalties
and fines, which may be imposed for breaches of law.

Auditors

Deloitte were appointed as auditors for the year ended 31
March 2010.

Directors” Approval of Financial Statements
For the year ended 31 March 2010.

Authorisation for issuc:

The Board ol Directors arc pleased 1o present the Financial
Statements for the year ended 31 March 2010 set out on pages
20 to 61 and have authorised their issue.

The 2010 Annual Report is signed for, and on behalf of the
Board of Directors as at 11 June 2010.

G R Leech
Chairman

G R Kennedy
Deputy Chairman

Laurence Cooney

With a significanl involvement
previously in banking governance,
Laurence came to the Loan &
Building Society as a director in
2002. Was deputy chairman before
joining the merged board with CBS
Canterbury in 2008. Laurence’s
considerable legal experience and
wider banking sector knowledge have
made him a very valuable member

of the Board. He was especially supportive of the building
society's role within its community, and he had great passion for
the building society principles and the way it could deliver its
banking services, through personal service and local ownership.
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CBS Canterbury seeks to develop and maintain a strong
corporate cullure in which honesty, integrity and fairness
are values represented by our directors, management and
cmployees. These values are rveflected in our compliance
with laws and regulations. refations with customers and
shareholders, and our ecmployment praclices.

The business is incorporaled under the Buildings Sociclies Act
1965 and its linancial stalements are prepared and audiled

in accordance wilh the Financial Reporting Act 1993. CBS
Janterbury operates under a Debl Securities Trust Deed, which
is administered by Trustees Executors Limiled.

The Board oversees Lhe Socicly’s business affairs and is
commilled 1o protecling and enhancing the value of the Sociely's
assels in the best interests of Lthe sharcholders, subject Lo
legislative compliance. i is responsible for the direction and
contro! ol the Sociely's activities and its stralegic development.
This responsibilily includes ensuring systems and processcs
are in place so that the business of the Society is conducted
honeslly, ethically and responsibly. It ensures Lhe business

is properly slallfed. Directors are required Lo minimise any
potential conflicls of interest. The Board makes decisions
related Lo dividends, Lhe raising ol new capital, major capital
cexpenditure, divestments and acquisitions. the approval ol

the corporale business plan, the annual budgels and annual
linancial stalements. IL has oversight ol Lhe provision of
information to sharcholders.

Policy for Lhe appointment, retirement and removal of Directors
is set out in the Society's Constitution. The Board currently
comprises six Direclors. All are independent directors selected
to ensure Lhat a broad range of skills, knowledge and experience
are available. The day 1o day management of the Socicly is
delegated Lo the Chicf Execulive Officer. who is accountable to
Lhe Board.

SOV

The following Standing Committecs have allocated duties and
responsibilitics.

The audit & Risk Managemenl Commillee is Messrs G.S. Brown
(Chairman), R. Bradford and G.R. Leech. Two members of the
committee arc charlered accountanls. 1L meets periodically wilh
management to review the financial stalements and accounting
policies, the cffecliveness of management information and other
syslems of internal conlrol, and management of business risks.
It ensures that the Sociely has an appropriale internal control
cnvironment, in place 1o manage the key risks identified. It
delegales authorily Lo the CEO. The Directors acknowledge
that they are responsible lor the Society's svstems of internal
financial control. However, internal financial controls
implemented by management can provide only reasonable and
not absolute assurance against material missltalement or loss.
The committee also meels with Sociclys external auditors
throughoul the year. Risk management and internal controls
operated salisfactorily in the year under review.

The Credit Commillee reviews the policies related to the
Socicly’s lending and provides oversight ol Lhis activity. The
members are Messrs R, Bonilanl (Chairman). G.S. Brown, and
G.R. Kennedy. During the year under review Mr D.G. Church
was also a member ol this committee. reliring from the Board
on 31 March 2010.

The Remuneration Commiltee is Messrs G.R. Kennedy and

G.R. Leech. The commitiee ensures that direclors and senior
executives are fairly rewarded (or their individual conlributions
to Lhe Socicty’s overall performance. It seeks external advice as
required.

Marketing of Lhe Society’s producls and its business
relationships are monitored by the Board liaison Mr R.W.
Ashford. Mr R. Bradlord is the Board liaison for matlers related
Lo Lhe Society’s properties and plant.

The Board has kept sharcholders informed of major company
developments through the interim and annual reporls and
commentary presenled at the annual general mecling.  The
reports are also posted on the Socicely's website. Malerial
information is olherwise communicaled to the markel under the
N7X “continuous disclosure” regime. The Board welcomes full
parlicipation by shareholders at the Annual mceting, delails of
which are set oul in Lhe Notice of Mccling.




Vor the Year Baded 31 KMarch 2010

Notes Consolidated Sociely
12 Months 12 Monlhs 12 Months 12 Months
31-Mar-10 31-Mar-09 31-Mar-10 31-Mar-09
[N

(n{erest on Lending Activities 2 26,383,746 42,033,404 26,383,746 42,033,404
Income from Investments & Cash Equivalents 2 4,022,609 8,959,803 4,022,609 8,959,803
Other Income 2 2,362,104 695,860 2,362,104 695,860
32,768,459 51,689,067 32,768,459 51,689,067

2 22,371,790 39,793,767 22.371,790 39,793,767

22,371,790 39,793,767 22,371,790 39,793,767

10,396,669 11,895,300 10,396,669 11,895,300

Amortisation of Intangibles 13 391,963 194,192 391,963 194,192
Auditor 15 173,979 223,024 173,979 223,024
Bank Fces Paid 790,626 891,167 790,626 891,167
Deprecialion 12 307,629 302,199 307,629 302,199
Dircclors lees 259,687 259,687 259,687 259,687
Loss on Disposal ol Assels 15,597 21,653 15,597 21,5653
Marketing Expcenses 360,615 552,622 360,615 352,622
Properly Kxpenses 191,182 271,272 191,182 271,272
Rent and Lease Payments 180,331 171,201 180,331 171,201
Salaries 4,141,438 3,801,264 4,141,438 3,801,264
Impairment Losses on Advances 10 588,616 3,363,415 588,616 3,363,415
(Gain on sclllement of Advances Acquired 10 - {953,360) - (953,360)
Other Opcraling Expenses 1,796,930 2,048,119 1,796,930 2,057,926
9,198,593 11,146,355 9,198,593 11,156,162

1,198,076 748,945 1,198,076 739,138

13 - 4,148,483 - 4,148,483

fan 1,198,076 (3,399,538) 1,198,076 (3,409,345)

4 (711,469) 81,712 (711,469) 81,712

$1,909,545 ($3.481,250) $1,909,545 ($3,491,057)

Attribulable to:

Owners of the Society $1,909,545 ($3.481,250) $1,909,6456 ($3,491,057)
Basic and Diluted Earnings per Share (cents) 6 15.7 (29.4) 15.7 (29.4)

The notes on pages 25-61 form part of and are 1o be read in conjunclion with these financial statements.




Noles Consolidated

Sociely

12 Months
31-Mar-10

12 Months
3 1-Mar-09

Available for sale linancial asscls

Nel Gain/fT.oss) arising on revaluation of available for «ale

financial assets during the period
Reclassificalion adjustments relaling Lo available for sale
linancial asscts disposed of in the period

Gain arising on revaluation ol propertics

Income Lax relating 1o components of other comprehensive income

Totat Comprehensive [Income (Kxpense) atlributable Lo:

Owners ol Lhe Sociely

1,909,545 (3,481.250)

17 535.478 (493.831)
17 53,143 (4.646)
568,621 (498,477)

17 143.718 (137.902)
4 (219.701) 160.913

$2,422.183

($3.956.716)

12 Months
31-Mar-10

12 Months
31-Mar-09

1.909,545 (3.491,057)
535,478 (493,831)
53.143 (4,646)
588,621 (498,477)
143,718 (137,902)
(219,701) 160,913

$2.422.183

($3,966.523)

$2,422,183

The notes on pages 25-61 Torm parl ol and are Lo be read in conjutiction with these linancial slalements.

($3.936.716)

$2,422,183

($3.966.,523)
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Y8 AL 31 kiarch 2010

Notes Consolidated Society
" 12 Months 12 Months 12 Months 12 Months
31-Mar-10 31-Mar-09 31-Mar-10 31-Mar-09
Share Capital 16 44,288,129 43,752,145 44,288,129 43,752,145
Available for Sale Reserve 17 (135,409) (547,444) (135,409) (547,444)
Property Revaluation Reserve 17 1,528,671 1,427,968 1,628,571 1,427,968
Realised Capital Gains Reserve 17 287,115 287,115 287,115 287,115
Retained Earnings 17 5,683,493 3,673,948 5,683,493 3,673,948
$51,551,899 $48,593,732 $51,551,899 $48,5693,732
(Gash and Cash Equivalents 20 44,308,968 93,615,259 44,308,968 93,615,259
Trade and Other Receivables 120,230 89,790 120,230 89,790
Taxalion Refund Due 4 1,247,553 560,492 1,247,553 560,492
Short Term Deposits 7 27,000,000 5,300,000 27,000,000 5,300,000
Investments 8 7,917,868 17,131,356 7,917,868 17,131,356
Advances 10 445,262,091 417,423,939 445,262,091 417,423,939
Property, Plant & Equipment 12 5,049,530 5,070,130 5,049,530 5,070,130
Deferred Tax 4 13,603 208,895 13,603 208,895
Derivative I'inancial Assets 9 27,908 127,672 27,908 127,572
Intangibles 13 9,897,295 10,122,445 9,897,295 10,122,445
Total Asscts 540,845,046 549,649,878 540,845,046 549,649,878
Liobiiities
Trade and Other Payables 384,438 549,339 384,438 549,539
Employce Entitlcments 347,697 317,861 347,697 317,861
Withholding Tax 670,966 736,872 670,966 736,872
Derivative Financial Liabililies 9 1,628,387 6,300,648 1,628,387 6,300,648
Deposils 14 486,261,659 493,151,226 486,261,659 493,151,226
Total Liabilities 489,293,147 501,056,146 489,293,147 501,056,146
HHTARENTS $51,5651,899 $48,593,732 $51,551,899 $48,593,732

The financial statements on pages 20 to 61 were authorised for
issue by the Board on 11 June 2010.

For and on behalf of the Board of Canterbury Building Society.

G R Leech G R Kennedy
Chairman Deputy Chairman

The noles on pages 23-61 form part of and are to be rcad in conjunctlion wilh these financial statements.




P’roperty Realised
Available for Revaluation  Capital Gains Retained
Notes  Share Capital — Sale Reserve Reserve Reserve LLarnings TOTAL

42,676,993 (198,510) 1,654,500 287,115 9,270,180 53,490,278
Payment ol Dividends 17 - - - - (2,114,982) (2,114.982)
Profit or Loss for the period 17 - - - - (3,481,250) (3,481,250)
Other Comprehensive Income lor the period 17 - (348,934) (126,632) - - (475,466)
Total Comprehensive Income [or the period - (348,934) (126,532) - (3,481,250) (3,956,716)
Issue ol Shares 16 1,175,152 - - - - 1,175,152

43,752,145 (547,444) 1,427,968 287.115 3,673,948 48,593,732
Paymenl of Dividends 17 - - - - - -
Profit or Loss [or Lhe period 17 - - - - 1,909,645 1,909,545
Nel Gain/(Loss) arising on revaluation of available
for sale linancial assels during the period 17 - 535,478 - - - 535,478
Reclassilicalion adjustments relating Lo available
for sale financial assets disposed of in the period 17 - 53,143 - - - 03,143
Gain arising on revalualion of propertics 17 - - 143,718 - - 143.718
Income 1ax relating to components of other
comprchensive income 4 - (176,586) (43,115) - - (219,701)
Tolal Comprehensive Income for the period - 412,035 100,603 - 1,909,545 2,422,183
Issue of Shares 16 535,984 - - - - 535,984

44,288,129 (135,409) 1,528,571 287,115 5.583,493 51,551,899

Property Realised
Available for Revalualtion  Gapilal Gains Relained
Notes  Share Capilal — Sale Reserve Reserve Reserve Earnings TOTAL

Paymenl of Dividends 17
Profil. or Loss for Lhe period 17
Other Comprehensive Income for the period 17

Total Comprehensive Income for the period

[ssue ol Shares 16

Paymenl of Dividends
Profit or Loss for the period

Net Gain/(L.oss) arising on revalualion of available
for sale lnancial assets during the period 17

Reclassilicalion adjustments relaling Lo available
for sale linancial assets disposed ol in the period 17

Gain arising on revaluation of properties 17
Income tax relaling Lo components of other
comprehensive income 4

Total Comprehensive Income for the period

Issue of Shares 16

42.,576.993

(198,510) 1.554,500

(348.934) (126.532)

287,110

9,279.987

(2,114,982)
(3,491,057)

53.,500.085

(2.114,982)
(3.491,057)
(475.466)

(348,934) (126.532)

(3.491,037)

(3,966,523)

1,175,152 - - - - 1,175,152
453,752,145 (547,444) 1,427,968 287,115 3,673,948 48,593,732
- - - - 1,909,545 1.909,545

- 535,478 - - - 535,478

- 53,143 - - - 53,143

- - 143,718 - - 143,718

- (176,586) (43,115) - - (219.701)

- 412,035 100,603 - 1,909,545 2,422,183

535,984 - - - - 535,984
44,288,129 (135.409) 1,528,671 287.115 5,683,493 51,651,899

The noles on pages 25-61 form parl of and are Lo be read in conjunction with Lhese financial statements.
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for The Year Ended 31 March 2010

Notes Consolidated Society
12 Months 12 Monlhs 12 Monlhs 12 Months
31-Mar-10 31-Mar-09 31-Mar-10 31-Mar-09
Cash Flows From Operating Activities:
Cash was provided from:
Interest on Lending Activitics 26,290,266 41,472,524 26,290,266 41,472,624
Income from Investments 3,887,301 8,633,418 3,887,301 8,633,418
Cash on Sctllement of Advances in Excess of Value - 953,360 - 953,360
Sundry Income 1.314,694 996,269 1,314,694 996,269
31,492,261 52,055,671 31,492,261 52,065,571
Cash was disbursed to:
Finance Charges 25,658,064 38,847,626 25,658,064 38,847,626
Overhead Expenscs 8,012,296 7,416,069 8,012,296 7,316,068
Taxalion Paid - 688,947 - 730,176
33,570,360 46,952,642 33,670,360 46,893,870
Nel Cash Flows (used in) / from Opcrating Activities
before changes in Operating Asscls (2,078,099) 5,102,929 (2,078.099) 5,161,701
Increase in Loans and Receivables: Advances (188,855,309}  (134,737,030) (188,855,309)  (134,757,030)
Decrease in Loans and Receivables: Repayments 156,948,636 168,033,205 156.948,636 168,033,205
Deposits received less withdrawals (3,769,199) (13,681,674) (3,769.199) (13,681,674)
Nel Cash Flows (used in) / from Operating Activities 20 (37,753,971) 24,697,430 (37,753,971) 24,756,202
Cash Mouws From Tnvesting Aclivities:
Cash was provided from:
Investments Matured/Sold 9,937,417 1,964,379 9,937,417 1,964,379
Property, Plant & Equipment Sold 13,487 36,750 13,487 36,730
9,950,904 2,001,129 9,950,904 2,001,129
Gash was disbursed Lo:
Purchasc of Invesiments - 11,101,827 - 11,101,827
Short Term Dcposils 21,700,000 (5,000,000) 21,700,000 (5,000,000)
Payments on behalf of Loan Propertics T.td - - - 58,772
Intangibles PPurchased 166,813 518,719 166,813 518,719
Property, Plant & Equipment Purchased 172,395 856,640 172,395 856,640
22,039,208 7,477,186 22,039,208 7,635,958
Net Cash Flow (used in) / from Investing Activities (12,088,304)- (5,476,057) {12,088,304) (5.534,829)
Cash Flows Prom Financing Activities:
Cash was provided from:
Shares Issued 535,984 - 535,984 -
535,984 - 535,984 -
Cash was disbursed to:
Dividends Paid - 939,830 - 939,830
- 939,830 - 939,830
Net Cash Flows from / (uscd in) Financing Activities 535,984 (939,830) 535.984 (939,830)
Nel (Decrease) / Increase in Cash Ileld (49,306,291) 18,281,643 (49,306,291) 18,281,543
Add Opening Cash Brought Forward 93,615,259 75,333,716 93,615,259 75,333,716
Closing Cash Carried Forward 20 $44,308,968 $93,615,239 $44,308,968 $93,615,259

The notes on pages 25-61 form parl of and are to be read in conjunclion with these financial statemenls.




STATEMENT OF GOMPLIANCE

CGanlerbury Building Socicly (Lhe Sociely) is a profit-oriented Building Socicty registered in New Zealand under the Building Sociclics Acl 1965, The
Group consists of the Sociely and ils wholly owned subsidiary Loan Properties Limited. This was acquired on 1 February 2008 when the Socicly
acquired Loan & Building Sociely.

The Sociely is listed on the New Zealand Alternative Iixchange (NZAX) and is an issuer for the purposcs of the Financial Reporting Act 1993, The
Socicly is a Non Standard NZAX Issuer due Lo a voling cap on Ordinary Shares ol one vole per share up to a maximum of 10% of Lthe tolal ordinary

chare vale The financinl elnlamonla af'1he Qoacielyv hove heen Inw-:\'\wwl in accordanoe with The Idinaneinl k‘n;\nrvling At 10072 The Ruildinn Qacinling
SHOrCVOuC. TR0 anancial fraremoenie o1 Lhe SO0y Dave Deen preparcen Qooorance Wi the anantial xeperun UG, 00 SUuliGing secieues

\cL 1965 and the Sccurilics Regulations 1983.

These linancial sltatements have been prepared in accordance with New Zealand Generally Accepled Mecounling Practice (N7 GAAP)Y. They comply
with New Zealand Fquivalen(s Lo Inlernational Financial Reporling Standards (NZ 1IFRS) and other applicable reporting standards as appropriale
for prolil-oricnted enlilies. For Lhis purpose the Sociely has designated itsell as prolit-oriented. These financial stalemenlts also comply with the

Internalional Financial Reportling Slandards (IIFRS).

In accordance wilth Clause 32 of the Securilies Regulalions 2009 which came inlo loree on | Oclober 2009, the Directors have clected for the
securities Regulations 1983 10 apply o these financial slalements.

BASIS OF PREPARATION

The linancial statements have been prepared on the basis ol historical cost. excepl for the revaluation of certain linancial instruments and land and
buildings. The reporting currency is \ew Zealand dollars.

CGosl is based on the fair value of the consideralion given in exchange for assels.

\ccounling policies are selected and applicd in a manner which ensures that the resulting financial information satisfies the coneepts of relevance
and reliabilily, thereby ensuring the substance of the underlving transaclions or other evenlts is reporied.

PRINCIPAT ACTIVITIES

The Sociely’s principal activilies during the period were:

- Receiving deposits for investments

- Providing cheque account, call account, Ellpos and interncel facilities

-\laking advances generally on first mortgage sceurily. general securily agreements or specific sceurily agreements.

ADDRESS OF REGISTERED OFFICE

224 lsasl Streel, Ashburton

USE OF ESTIMATES. JUDGEMENTS AND ASSUMPTIONS
The preparation ol linancial stalemenls requires management 1o make judgements. estimates and assumplions thal affecl the application of

accounling policies and the reported amounts of asscls, labilitics, income and expenses. \clual resulls may differ from these eslimates.

Fstimales and underlying assumplions are reviewed on an ongoing basis. Revisions Lo accounling cstimates are recognised in the period in which

the estimale is revised and in any [uture periods alfecled.

Information aboul significanl arcas of estimation uncerlainty and critical judgements in applving accounting policies that have the most significant

clfect on the amount recognised in the [inancial statements are described helow:




- Notes tothe Financial Statements (continued)

Note 8 Investments

Where available, quoted market prices are used as a measure of fair value. Where quoted market prices do not exist, fair values are estimated using
prescnl value or other market accepted valuation techniques, using methods and assumptions that are based on observable market condilions and
risks cxisting at balance date.

Note 9 Derivative FFinancial Instruments
The Socicty chose to adopt Fair Value Hedge Accounting from 1 April 2008 to cover its cxposure 1o interest rate risk on fixed rate loans.

A hedging instrument is a designated derivative whose fair value or cash flows are expected to offsct Lhe changes in the fair value or cash flows of
Lhe designated hedged item. Loans are grouped into portfolios having the same fixed ralc maturily date and similar base interest rate. An interest
rate swap is cnicred into to match the maturity date of the portfolio of loans. Judgement is required by management in selecling and designating
hedging relationships and assessing hedge cffectivencss.

NZ IAS 39 does not specily a single method for assessing hedge effectiveness prospectively or retrospectively. Hedge inelfectiveness can arise for
a number of reasons, and whilst a hedge may pass the effectiveness test under NZ IAS 39 it may not be perfecily effective, thus creating volatilily
within the income statement through recognition of this ineffectiveness.

Derivatives are initially recognised at fair value at the date a derivative contract is entered into. The carrying value of a derivative is remcasured
Lo ils fair valuc at cach balance sheet date. The derivatives held at balance dale have been valued using a discounted cash flow model using the
applicable yield curve derived from obscrvable market inlerest rates.

Nole 10 Advances

Provisions for impairment in customer loans and advances arc raiscd by management Lo cover incurred losses arising from past evenls. Losses
for impaircd loans arc rccogniscd when there is objective evidence Lhat impairment of a loan or portfolio of loans has occurred. The amount of the
impairment is recognised as an expensc in lthe income statement.

The calculation of impairmenl provisions includes consideration of all expected cash flows associated with the loan. This includes any expected
cash flows from the realisation of security along with interest and any costs incurred such as Icgal and administrative costs.

At cach balance date the Society reviews individually significant loans for cvidence ol impairment. All relevant information, including the economic
siluation, solvency of the customer, current security values and [ulure cash flows are taken into account in determining individual provisions.

In determining whether or not a collective provision is required, management eslimate on the basis of historical loss experience for assels wilh
similar credit risk characteristics. Hislorical loss experience is Lhen adjusted for the impact of current observable data.

Note 12 Property, Plant and Equipment

Propcrty, Plant and Equipment arc carried al cosl less accumulated depreciation and impairment, with the exception of Land and Buildings
which are carried al markel value. At each reporting date the carrying amounts are reviewed for indications of impairment with consideration

as to the saleability and value in use of the assets. If any such indication exists the recoverable amount is estimaled and compared against the
carrying amount. Where the carrying amount exceeds the recoverable amount the difference is charged Lo the income statement, unless the asset
is revalued, in which case the charge is recognised in other comprehensive income and accumulated as a separatc component of equity in the
Property Revaluation Reserve.

Note 13 Intangible Assets

The carrying amount of Goodwill is subject to an impairment test to ensure that the current carrying value does nol exceed its recoverable amount
at balance sheet date. Any excess of carrying value over recoverable amount is taken to the income slatement as an impairment write-down.
Goodwill is allocated to cash-generating units for the purposc of impairmenl tesling, which is the lowest level at which goodwill is monitored by
management. The cash-gencrating unil to which current goodwill has been allocated for impairment testing is the Society as a whole.

When testing for the possible impairment of Goodwill at balance date, management used a value in use model. Value in use is the present valuc of

expected cash flows from thc cash generaling unit. The model used relied on the following inputs;
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a) Budgeis / Forecasls. The value in use model has becn based on internal budgets and forccasls undertaken by management updated for known
L)

evenls as al balance date.

(b) Cosl of Capilal. In determining the weighled average cost of capital, management has considered the rates applicable to olther similar financial
institulions throvghoul Australasia. A pre lax weighted average cosl of capital rate of 17.9% has been used in Lhe value in use model.

(c) Terminal Growth Rate. The value in use model relies on growth calculations used in internal budgets / forecasts through until March 2013.
Thercafler, Lthe value in use model assumes a terminal growth rate of 2.5% per annum.

The value in use model was tested for sensitivily and il was shown that any movemenl in the above agsumplions can resull in a material difference
Lo Whe ievel of pgirmciii. Afinorease inthe pre toCwelghted averaoe cost of capilal to above 20%, or a Lerminal growth rate ol less than 1%, or
any combinalion Lhere ol. would resull in impairment.

Compuler soflware is capitalised and amorlised over its usclul life (nol exceeding three vears). Al each balance dale managementl reviews Lthe
carrving value of software and il the recoverable amount is shown Lo be less than Lhe carrying amount, an impairmenl charge is taken Lo Lhe income

statement immedialely.

ADOPTION O NEW AND REVISED STANDARDS AND INTERPRETATIONS

The Socicly has adopted all new standards and inlerpretations as issued by the Financial Reporting Standards Board {except those listed below).

those standards with a disclosure impact in these financial statements are as follows:

STANDARD

N7 IAS | Presentalion of Financial Stalements (revised 2007)
This has introduced terminology changes (including revised Litles [or the financial statemenlts) and changes in the format and

content of the linancial stalements.

N7 VRS 7 I'inancial Instruments: Disclosures (amendments 1o)
The amendments Lo N7 1IRS 7 expand the disclosures required in respect of fair value measurements and liquidily risk. The Sociely
has clected not Lo provide comparative information for these expanded disclosures in the currenl year in accordance with the

transitional reliels offered in these amendments.

STANDARDS AND INTERPRETATIONS IN ISSUE NOT YET ADOPTED

At the date of authorisation of these financial slalements. the following Standards and inferprelalions were in issue bul nol yet adopled:
The impact of initial apptication of the following standards is unknown.

STANDARD Elfcctive lor Annual lixpecled Lo be the
reporting periods initially applicd in
beginning on or after vear ending

NZIRERIC 17 Distributions of Yon-Cash Assels 1o Owneys 1 July 2009 31 March 2011

N7 IFRS 9 Financial Instruments 1 January 2013 31 March 2014

REPORTING PERIOD

The Financial Stalements are for the lwelve months ended 31 March 2010,

SPECIFIC ACCOUNTING POLICIES

The following specific accounting policies which materially affect the measurement of (inancial performance and the financial posilion have been
applied.
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the Financial Statements (continued)

CONSOLIDATION OF SUBSIDIARIES

Subsidiaries are those entities that are controlled by the Saciely. Control exists when the Society has the power, directly or indirecily, to govern the
financial and operating policies of entities 8o as to obtain benefits from its aclivities.

The consolidated financial statcments are prepared by combining the financial statements of the Society and its subsidiary. All inter-company
transactions, balances and unrealised profits are climinated on consolidalion.

On acquisition, the assets, liabilities and contingent liabilities of & subsidiary are measured at Lheir fair valucs al the dale of acquisition. Any excess
ol the cost of acquisition over the fair values of the identifiable nct assets acquired is recognised as goodwill.

The consolidated [inancial statements include the information and resulls ol each subsidiary [rom the date on which the Society obtains control and
until such time as it ceases 10 control the subsidiary.

STATEMENT OF CASH FLOWS
BASIS OF PREPARATION

The Statcment of Cash Flows has becn prepared using the direct approach modified by the netling of certain items as disclosed below.
Operating activitics: are the principal revenue producing activitics of the Group and other activitics that are not investing or financing activities.
Invesling activitics: are the acquisition and disposal of long-lerm assets and other investments not included in cash equivalents.

Financing activities: are activities that resull in changes in the size and composition of the contributed cquity and borrowings of the cntity.

CASH AND CGASII EQUIVALENTS

Cash and cash equivalents reflecls the halance ol cash and liquid assets uscd in the day to day cash management of Lhe Society.

NETTING OF CASH FLOWS

Certain cash flows have been netled in order to provide more meaninglul disclosure.

Deposits reccived less wilhdrawals are netted as the cash flows are received and disbursed on hehall of customers and reflect the activities of the
customers rather than thosc of Lthe Society.

DERIVATIVE FINANCIAL INSTRUMENTS

The Socicly has entered into interest ratc swap agreements Lo manage its exposure to interesl rate risk.

Derivatives are initially recognised at fair valuc at the datc a derivative contract is entercd into. The carrying value of a derivalive is remeasured
to its fair value al each balance shecl dale. Derivatives are carried as asscls when the fair valuce is positive and liabilities when the fair value is
negaltive.

The method of recognising the resulting fair value gain or loss on a derivative depends on whether the derivative is designated as a hedging
instrument. The Society currently designates all derivatives as hedges of movements in fair value of recognised asscts when they qualily for hedge
accounting. Hedge accounting is used for derivatives designated in this way, provided certain crileria are met,

Ghanges in Lhe fair value ol derivalives that are designated and qualify as fair value hedges are recorded in profit and loss immediately togelher with
any changes in the [air value of the hedged item that are attributable to the hedged risk. The change in fair value of the hedging instrument and the
change in the hedged item attributable o the hedged risk are recognised in the line of the income statecment relating to the hedged item.

Hedge accounting is discontinued when the Sociely revokes the hedging relationship, the hedging instrument expires or is sold, lerminated, or
excrciscd, or no longer qualifies for hedge accounting. The adjustment to the carrying amount of the hedged item arising from the hedged risk is

amortised to profit or [oss on an effective yicld basis over the remaining period to maturily of the hedged item.
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EMPLOYEE BENEFITS
Provision is made (or benefits aceruing to cmployees in respect of wages and salarics, annual leave, long service leave, and sick leave when il is

probable that settlement will be required and they are capable ol being measured reliably.

Provisions made in respectl ol employee benefits expected Lo be settled within 12 months, are measured at their nominat values using the

remunceration rale expecled Lo apply al the time ol seltlement.,

Provisions made in respect of emplovee benelits which are nol expected Lo be setlled within 12 months are measured as the present value of the
estimated future cash outllows 1o be made by the Socicly in respect of services provided by emplovees up Lo the reporling dale.

DEFINED CONTRIBUTION PLANS

Contributions Lo defined contribution superannuation plans are expensced when incurred.

FAIR VALUIL ESTIMATIS

[For Financial Instruments nol presented in the balance sheel al their fair value. fair value is estimated as follows:

Cash & Cash LBguivalents, Short Term Deposils and Other Financial \sscls

These assels are stort term in nature and therefore the carvying amount is equivalent 1o their lair value.

Advances
I'or IMloaling Rate Advances the carrying amount in the balance sheel is considered a reasonable estimate of fair value. afler making allowances for

impaired loans,

IF'or IYixed Rale Advances. fair value is estimaled using discounted cash [low models based on the interesl rale repricing of Lthe Advances. Inlerest

rales applicd in this caleulation are bascd on currenl markel interest rates for Advances with similar credit and maturity profiles.

Deposils
IFor variable rate Deposits Lthe carrving amount in the balance sheel is considered a reasonable estimate of [air value.
Ifor Term Deposils fair value is estimated using discounted cash flow models based on the maturity of the instruments. The discounl rates applied in

lhis calculation are based on currenl market interest rales for Deposils wilh similar maturily proliles.

Other Financial Liabilities

These liabilities are generally shorl Llerm in nature and therefore the carryving amounl is equivalent Lo Lheir fair value,

IPINANCIAL ASSETS

Investmenlts are recognised and derecognised on trade date where purchase or sale of an investment is under a contracl whose lerms require
delivery of the investmenl within the imelrame established by Lhe markel concerned. and are initially mcasured al lair value. The fair value ol a
financial instrument is the amount at which the instrument could be exchanged in a currenl transaction between willing parties, other than in a

[orced liguidation sale. Iair value is determined by a markel valuation based on markel interest rales al reporling dale.

Subsequent Lo initial recognition. investments in subsidiaries are measured al cosl.

:nder N7 1AS 39 Iinancial Instruments: Recognition and Mcasurement financial assels arc required Lo be classified as:

at fair value through profil or loss:
e I I N s
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- held to maturity; or

- loans and reccivables.

The classification depends on the nature and purpose ol the financial assels and is determined at the lime ol initial recognition.
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Available for Sale Financial Assets

Shares in listed companies, Public Securities and Corporale Bonds are not loans and reccivables and are thercfore classified as being available

for sale and are stated at fair value less impairment. Gains and losses relating to impairment on monetary itlems and interest under the effective
interest method are recognised in profit and loss. Other gains and losses arising from changes in fair value are recognised directly in the available
for sale revaluation reserve, until the investment is disposcd of or is determined to be impaired, at which time the cumulative gain or loss previously
recognised in the available for sale revaluation reserve is included in profit or loss for the period.

Loans and Receivables:
Advances, Trade and Other Receivables and other (inancial assets are recorded at amortised cost less impairment and adjusted for effective portion
of fair value interest rate hedges.

FINANCIAL LIABILITIES

Financial liabilities are measured at amorlised cosl. Financial Liabilities include Trade and Other Payablcs, all forms of deposits, including
transactional and savings accounts, term decposils and wholesale funding.

FINANCIAL INSTRUMENTS ISSUED BY THE SOCIETY

Debt and equity instruments
Debt and equity instruments are classificd as cilher liabilities or as equity in accordance with the substance of the contractual arrangement.

Transaction costs on the issue of equity instruments

Transaction costs arising on the issue of equity instrumenis arc recognised directly in equity as a reduction of the procceds of the equity
instruments to which the cosls relale. Iransaction costs are the cosls Lhat are incurred directly in connection with the issuc ol Lhose equity
instruments and which would not have been incurred had those instruments not been issucd.

Interest and Dividends
Inlerest and dividends are classified as expenses or as distributions of profit consislent with the balance sheet classification of the related debt or
cquity instruments or component parts of compound inslruments.

GST

The Income Statement, Balance Sheet and Statementl of Cash Flows have been prepared so that the components that relate to the operation of the
Building Socicly are stated on a GST inclusive basis as il is a financial institution and GST exempt.

IMPAIRMENT OF ASSETS

At each reporting date, the Society reviews the carrying amounts of its tangible and inlangible assets to determine whether there is any indication
that those asscls have suffered an impairment loss. If any such indication exists, the recoverable amount of the assel is estimated in order Lo
determinc the extent of the impairment loss (if any). Where the asset does not gencrale cash flows that arc independent from other asscls, the
Socicly estimates the recoverable amount of the cash-generating unit to which Lhe asset belongs. An impairment foss is recognised whenever the
carrying amount of an asset exceeds its rccoverable amount.

- Non Financial Assets
The carrying amounts of the Society's non {inancial assets, other than deferred Lax assets, are reviewed at each reporting date to determine whether
there is any indication of impairment. If any indication exists then the asscl’s recoverable amount is estimaled.

Goodwill, intangible assets with indefinite uscful lives and intangible assets not yel available for use are tesled for impairment annually and
whenever there is an indication that the assel may be impaired. An impairment of goodwill is not subsequently reversed.

Recoverable amount is the higher of fair value less costs to scll and value in use. In assessing value in use, the estimated fulure cash flows are
discounted Lo their present value using a pre-lax discount rate that reflects current market assessments of the time value of money and the risks

specific Lo the assel for which the eslimales of future cash flows have nol been adjusted.




If the recoverable amount of an assel (or cash-generating unit) is cstimaled to be less than its carrying amount, the carrying amount of Lhe assel
(cash-generaling unit) is reduced 1o ils recoverable amount. An impairment loss is recognised in profit or loss immedialely, unless the relevant
assel is carried al fair value, in which case the impairment loss is Lrealed as a revaluation decrease.

Where an impairmenl 1oss subsequently reverses, Lhe carrving amount ol the asset (cash-gencrating unit) is increasced Lo Lthe revised eslimale
of its recoverable amount, but only Lo the exlent thal the increased carrying amount does not exceed the carrying amount thal would have been
determined had no impairment loss been recognised for the asset (cash-generating unit) in prior years. A reversal of an impairmenl l0ss is
recognised in profil or logs immediately, unless Lhe relevant asset is carried al fair value, in which case the reversal ol the impairment loss is

Lreated as a revalualion increase.

- Fiianciat Asscts

Financial asscts, other than those al fair value through profit or loss, are assessed (ov indicalors of impairment at cach balance sheel dale.
Iinancial assets are impaired where there is objective evidence thal as a result of one or more evenls that occurred after the initial recognition of
Lthe financial assel the estimaled fulure cash flows of Lthe invesiment have been impacled. For linancial assels carried at amortised cost. Lhe amounl
of the impairment is the dilfference between the assel's carrying amount and the present value ol estimated fulure cash flows, discounted at the

original effeclive interest rate.

Impairment losses on an individual basis are determined by an evaluation of the exposures on an instrument by instrument basis. All individual

instruments thal are considered signilicant are subjecl Lo Lhis approach.

Investments:
Investments Lhal are not individually significant and investments for which, based on the individual assessment, it is delermined thal no objective

evidence ol impairmenl exisls, arc collectively assessed for impairment in groups with similar risk characleristlics.

The carrying amount of the financial asscel is reduced by the impairment loss dircctly for all financial assels in the [Income Stalement.

I(, in a subscquent period, the amount of the impairment loss deceycases and Lhe decrease can be related objectively Lo an evenl oceurring aller
the impairmenl was recognised. the previously recognised impairment loss is reversed through profil or loss to Lhe extent the carrying amount
of the investment &l the dale the impairment is reversed does nol exceed whal the amortised cost would have been had the impairment nol been

recognised.

Loans and Receivables:

Loans and Receivables are reviewed al cach balance dale Lo determine whether there is any objeclive evidence of impairment. Il any such indication
exisls, the asset’s recoverable amountl is estimated and provision is made (or the difference belween the carrying amount and the recoverable
amounl. The recoverable amounts ol Advances measured al amortised cost are caleulated as the present value of the expected future cash flows
discounted al the instruments original effective inlerest rale for {ixed rate Advances and the current effective interest rate for variable rale
Advances. Shorl lerm balances are nol discounted.

Impaired Assels:

Impaired assets consisl ol agsets acquired through enforcement of security and restructured ilems.

- assets acquired through enforcement ol securily, are assels acquired (primarily real estate) through the enforcement of securily or where Lhe
Society has assumed owncrship of an asset in sctilement of all or part of a debl.

- restructured items, are defined as items in which the original contractual lerms have been formerly modified to provide for concessions of inlerest
or principal lor reasons relaled to the financial difficullics of the customer.

Past Due Assels:
- past due assets are any assels that have not been operaled by the counterparty within its contractual terms, and which are not restructured assels

or assets acquired through enforcement of securily.
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Specific provisions are made for Advances which are considered doubtful and arc presented net of the specific provisions. Specific allowances are
made against the carrying amount of Advances thal are identified as being impaircd based on regular reviews of outstanding balances, to reduce
these Advances to their recoverable amounts. Collective allowances are maintained 1o reduce the carrying amount of portfolios or similar Advances
to their estimated recoverable amounts at balance date. These allowances relate Lo incurred losses not yel specifically identificd in the portfolio.
The expected luture cash flows for the portfolios of similar assets are estimated bascd on previous experience and considering the credit rating

of the underlying members and late payments of inlerest and penalties. Increascs in Lhe specific and colleclive allowances arc rccognised in the
Income Statement. When a loan is known Lo be uncollectible, all the necessary legal procedures have been completed, and the linal loss has been
determined, the loan is written off dircctly Lo the Income Statement.

CBS Canterbury identify loans and overdralls al risk as part of the regular moniloring of lending facilities. Lending facilitics considered to be at risk
are reviewed to cstablish the current realisable value of the facilities, and the ability of the Borrower to repay the outstanding balance.

To delermine the current realisable value of the lending lacilities CBS Canterbury cslablish the current markel value of the securily, how long it will
take to oblain full repayment of the lending facilitics, and any other material issues thal would affect the repayment of the lending facility.

INCOME TAX

- Current Tax

Current lax is calculated by reference to the amounl of income taxes payable or recoverable in respect ol the Laxable profit or tax loss [or the
period. It is calculated using tax rates and Lax laws that have been cnacled or substantively enacled by reporting date. Current Lax for current and
prior periods is recognised as a liabilily (or asset) to the extent that il is unpaid (or refundable).

- Deferred Tax
Deferred tax is accounted for using the comprehensive balance shect liability method in respect ol iemporary differences between the carrying
amount of assets and liabilities in the financial statements and the corresponding tax base of lhose items.

In principle, deferred Lax liabilities are recognised for all laxable temporary differences. Deferred tax assels arc recognised to the extenl Lhat it is
probable that sufficicnl taxable amounts will be available against which deductible temporary differences or unuscd Lax losses and tax offscls can
be utilised. However, deferred tax assets and liabilitics are nol recognised if the temporary differences giving risc Lo them arise from the inilial
rccognilion of assets and liabilities (other than as result of a business combination) which affects neither Llaxable income nor accounting profit.
Furthermore, a deferred tax liability is not recognised in relation to taxable temporary differences arising [rom goodwill.

Deferred tax liabililies are recognised for taxable Lemporary differences arising on invesitments in subsidiarics except where the consolidaled entity
is able Lo control reversal of the temporary dillerences and it is probable thal the temporary differcnces will not reverse in the foreseeable future.
Deflerred tax assets arising from deductible lemporary differences associaled with these investments and interests are only recognised to the extent
that it is probable that there will be sufficient taxable profits against which to utilise the benefils of Lthe temporary differences and they are expected
Lo reverse in the foreseeable future.

Deferred tax assets and liabililies are measured at the tax rales Lhat are expected to apply Lo the period(s) when the assel and liability giving risc Lo
them are realiscd or setlled, based on tax rates (and Lax laws) that have been enacted or substantively enacted by reporling date. The measuremenl
of deferred tax liabilities and asscls reflects the tax conscquences thal would follow from the manner in which the consolidaled entity expects, at
the reporting date, to rccover or settle the carrying amount of its assets and liabilitics.

Deferred tax assets and liabilities are offset when Lhey relate to income taxes levied by Lhe same taxation authorily and the Society intends Lo sctlle
its current tax assels and liabilities on a net hasis.

The carrying amount of deferred tax assets is reviewed at each balance sheet dale and reduced to the extent that il is no longer probablc that
sufficicnl Laxable profits will be available to allow all or part of the assect to be recovered.

Current and deferred tax for the period
Current and deferred tax is recognised as an cxpense or income in the income slatement, except when il relales to items credited or debited directly
to equily, in which case the deferred tax or current tax is also recogniscd direclly in equity, or where il arises from the initial accounting for a

business combination, in which casc it is laken into account in the delermination of goodwill or excess.
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INTANGIBLE ASSIITS

Goodwill
Goodwill, represenling the excess of Lthe cosl of acquisition over the fair value of the idenliliable assets. liabilitics and conlingent liabilitics
acquired. is recogniscd as an asset and nol amorlised, bul lested for impairmenl annually and whenever Lhere is an indicalion thal the goodwill may

be impaired. Anv impairment is recognised immedialely in the income statement and is not subsequently reversed.

Gompuler Software
Acquired compuler sollware is capitalised on Lhe basis of costs incurred Lo acquire. These cosl are amortised using the straight line method over
Lheir uselul lives (not exceeding three vears).

Some cosls associaled with developing idenliliable and unique soltware products controlled by Lhe Socicly, including emplovee cosls and olber
direelly allribulable costs, are capilalised and Lrealed as Intangible Assets. These assels are amorlised using the straight line method over their

uselul lives (nol exceeding three years).

Lcase Assignment
The assignment of Tease is recognised al cosl less amortisalion and impairmenl. Amortisation is charged on a straight line basis over the estimaled

uselul life of 9 years,

LEEASED ASSETS

Leases are classified as finance leases whenever the terms ol the fease transfer substantially all the risks and rewards of ownership to the lessee.

All other leases are classiflied as operating leases.

Operating lease pavments are recognised as an expense on a straight line basis over the lease lerm, excepl where another systemalic basis is more

representative of the time patlern in which economic benefits from the leased assel are consumed.

PAYABLES

Trade and Other Payables are recognised when the Society becomes obliged o make (uture pavments resulling (rom the purchase ol goods and
A 2] 12} -~

semvices,

PROPERTY, PLANT & LQUIPMENT

Land and buildings are measured al fair value, Fair value is determined on the basis of an annual independent valuation prepared by external
valualion experls, based on discounted cash lows or capitalisalion of nel income (as appropriale). The [air values are recognised in the linancial
slatements of the consolidaled entily. and are reviewed al the end of ecach annual reporting period Lo ensure Lhat the carrving value ol land and
buildings is not materially different from their fair values.

\ny revaluation increase arising on the revaluation of land and buildings is credited Lo the assel revaluation rescerve. excepl to the extent that it
reverses a revalualion decrease for the same asscel previously recognised as an expensce in profit or loss. in which case the increase is crediled
Lo the income statement Lo the extent of the decrease previously charged. A decrease in carrving amount arising on the revaluation of land and
buildings is charged as an expense in profit or loss Lo the extent that it exceeds the balance. il any. held in Lhe asset revaluation reserve relaling lo

a previous revaluation ol thal assel.

Depreciation on revalued buildings is charged 1o profil or loss. On the subscquent sale or retirement of a revalued property, Lhe altribulable
revaluation surplus remaining in the asscl revaluation reserve, net of any related deferred taxes, is transferred directly to the Capilal Gaing Rescerve.
Upon disposal any revaluation reserve relating Lo any particular asset being sold is transterred Lo the Capital Gains Reserve.

Other items of properly. plant and cquipment are staled al cosl less accumulated depreciation and accumulaled impairment. Cosl includes
expenditure thal is directly attribulable Lo Lthe acquisition of the item. In the evenl that seltlement ol all or part of the purchase consideralion is

deferred, cost is delermined by discountling the amounts payable in the future to their present value as at the dale of acquisilion.

Depreciation is provided on property, plant and equipment, including frechold buildings but excluding land.
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Depreciation is calculated on a straight line basis so as to wrile off the net cost or other revalued amount of each asset over its expecled useful
life to its estimated residual value. Leasehold improvements are depreciated over the period of Lhe lease or estimated useftul life, whichever is the
shorter, using the straight line method. The estimated useful lives, residual values and depreciation method is reviewed at the cnd of each annual
reporting period.

The following rates are uscd in the calculation of deprecialion:

Buildings 1.0-16.2%
Floor Coverings 30.0 - 36.0%
Fixturcs & Fittings 5.5 -36.0%
Office Kquipment & ['urniture 6.0 - 80.4%
Computer Equipment 16.2 - 48.0%
Motor Vehicles 21.0 - 25.2%

REVENUE RECOGNITION

Rendering of services
The Society receives fees for a varicly of services. The income from fees is recognised in the accounting period in which the services are rendered
aparl [rom loan application fees thatl are recognised as part of the amortised cost ol the loan using the effective interesl method.

Dividend and interest revenue
Dividend revenue from invesitments is recognised when the shareholders’ rights to receive payments have been established. Intcrest revenue is
recognised on the effeclive interest method for financial instruments recognised at amortised cost and those calegorised as available for sale.

CHANGES IN ACCOUNTING POLICIES

There have been no changes 10 accounting policies in the year ended 31 March 2010. All policies have been applicd on a basis consistent with those
used in the previous year.

STANDARDS ADOPTED EARLY

The Society has elected to adopt NZ IFRS 3 (as revised in 2008) Business Combinations, NZ IAS 27 (as revised in 2008) Consolidaled and Separate
Financial Statements and amendments to other standards associated with these standards in advance of their effective date, being periods
commencing on or after 1 July 2009.

The impact in the current period of adopting these slandards early is as [ollows:

- Deferred tax in respect of the recognition of lax losses arising from a previous business combination have been recognised in the income
statement. Under the previous NZ IFRS 3 and NZ 1AS 12 these would have resulted in an adjustment to goodwill acquired.

- Early adoption of N7 1AS 27 had no impact on these financial statements.
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Consolidated & Socicly

12 Months
31-Mar-10

12 Months
31-Mar-09

Lending other than on Restructured Advances
Restructured Advances

Inleresl Rate Swap Selilemenls Received
Inlerest Rate Swap Setilements Paid
Tolal Inlerest on Lending Aclivilics

(Gain on Sale of Available for Sale Financial Asscls
Dividends
Interest

Tolal Income from Invesiments & Cash liguivalents

Lending Relalted Fee Income
Transaclional ['ee Income

Total I'ec Income

Net inelfectiveness on qualifying fair vaiue hedges

Profit (Loss) from Tlems Classified as Fair Value Through Profit or Loss

Rental Income
Other Income
Tolal Other Income

Inlerest paid on Deposits
Inlerest Rate Swap Settlements 1’aid
Tolal Finance Charges

32.545.657

40.967,577

65,316 623.558

202 442 269
(6,227,429) -
$26,383,746 $42.033.404
135.308 326,385
109,095 189.339
3,778,206 8,444,079
$4.,022.609 $8.959,803

795.009

482.689

552,576 239.799
1,347,585 1,022,488
898,275 (453,767)
100,076 80,649
16,168 46.490

$2,362,104

$695.860

22,371,790

38,387,348
1,406,419

$22,371,790

$39,793.767

Consolidated & Society

12 Months
31-Mar-10

12 Monlhs
31-Mar-09

Kiwisaver Employer Contributions
Other Superannuation Contribulions

39,174 22.745
- 4,050
$39,174 $26,795
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TAXATION

(a) Income Tax Recognised in PProfit

Consolidated

Society

12 Months 12 Months

12 Months 12 Months

31-Mar-10 31-Mar-09 31-Mar-10 31-Mar-09
Income Tax Expense Comprises:
Currenl 'Tax Expense 367.031 227,299 367,031 227,299
Prior Period Adjustment (684,271) - (584,271) -
Deferred Tax Expensc Relating to the Origination and
Reversal of Tcmporary Differences (24,408) (145,587) (24,408) (145,587)
Imputation Credils Ulilised in Current Year (10,766) - (10,766) -
Loan & Building Society Tax Losscs (459,055) - (459,055) -
Total Income Tax Expense Recognised in Profit ($711,469) $81,712 ($711,469) $81,712
Consolidated Socicly

The prima facie income tax cxpense on pre tax accounting prolil reconcilcs

to the income tax expense in the financial statements as [ollows:

12 Months
31-Mar-10

12 Months
31-Mar-09

12 Months
31-Mar-09

12 Months
31-Mar-10

Net Profit / (Loss) Before Tax

Taxalion thereon @ 30%

Non-Assessable Income

Non-Assessable Expenses

Impairment of Goodwill

Prior Period Adjustment

Imputation Credils

Deferred Tax Expense Relating Lo the Origination and
Reversal of Temporary Dilferences

Loan & Building Socicly Tax Losses

Total Income Tax [xpensc Recognised in Profil

1,198,076
359,423

(3.399,538)
(1,019.861)

1,198,076 (3,409,343)
359,423 (1,022,804)

19,189 2,613 19,189 5,558

; 1,244,545 - 1,244,545
(584,271) (59,077) (584,271) (59,077)
(46,755) (86.510) (46,755) (86,510)
(459.055) . (459,055) -
($711.469) $81,712 ($711,469) $81,712

The tax rale used on the above reconciliation is the corporate tax rale of 30% payable by New Zealand companies under New Zealand Lax [aw.

Refer to Note 26 regarding the tax rate change occurring from 1 April 2011.

The tax losses recogniscd in the currenl period arosc lhrough the acquisition of Loan and Building Socicty on 1 February 2008. Thesc Llax

losses were previously reversed through Goodwill on Acquisition in Lthe 31 March 2009 financial statemenls due to uncertainty surrounding its

recoverability through Canterbury Building Socicty.

{b) Recognised Deferred Tax Assets and Liabililies
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Property, Plant & Equipment

Available for Sale Assets

Loan Applicalion FFees

Other Financial Liabilities

Bad Debt Provisioning

Current Year Imputation Credits Converted to Losses
Other

Opening Charged Charged Closing
Balance to Income to Equity Balance
(296,755) 9,751 (43.115) (330,119)
239,787 - (176.586) 63,201
78,4717 (57,942) - 20,5636
-135,921 {135,921} - i -
- 175,334 - 175,334

- 35,988 - 35,988

51,465 (2,801) ; - 48,664
$208,895 $24,409 ($219,701) $13,603
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The Lax losses recognised in Lhe current period relate to the acquisition of Loan and Building Sociely on 1 February 2008, The total tax eftect of

losses brought forward [rom Loan and Building Socicly were $588,026. These tax losses were nol previously recognised in the financial statcments

due to uncertainly surrounding their availabilily of offscl Lo Canlerbury Building Socicty.

Property, Plant & Bquipment
\vailable for Sale Assels
Loan Application [Fees
Other Financial Liabilities
Other

Opening Charged Charged Closing
Balance Lo Income Lo Kquily Balance
(318,217) 10.092 11,370 (296,755)
90.244 - 149,043 239.787
50,753 27,724 - 8.477
30.757 105,164 - 135,921
48.858 2,607 - 51.460
(S97.605) $115,587 $160,913 $208.895

\Ithough the Socicly incarred a loss for the financial year ended 31 March 2009, this was due Lo Lhe assessed impairment of Goodwilt and subscquent

wrile ofl. Based on forecasts prepared by management future profitability will allow the Sociely Lo utilise the deferred Lax asset in subsequent periods.

(¢) Taxalion Refund Due

Consolidated

Socicty

12 Monlhs
31-Mar-10

12 Months

3 1-Nlar-09

Taxalion Payable (Refund Duc) from lasl year

Tax Losses Applied 1o prior year lax relurn

Prior Period Adjustment

Tax Refund oblainable through the acquisition ol Loan & Building Socicly

Taxation Payable (Refund Duc)

(560.492)

(311.018)
86,013

(459,036)

(560,492)

12 Monlhs 12 Zlonlths
31-Mar-10 31-Mar-09
(6560.492) (060.492)

(314,018) -
86,013 -
{459.060) -

($1,247.533)

($360.492)

($1,247.533) (8560,492)

Consolidated & Socicly

12 Monlhs 12 Monlhs

31-Mar-10 31 -Mar-09
Balance Broughl Forward 3,189,356 4.288.680
Taxalion Paid - -
Impulation Credits on Dividends Reccived - -

3,189,356 1,288,680
Taxation Refunds - (07.617)
Imputation Credils on Dividends Paid - (1,011.707)
Balance Available to Shareholders as al the end of the Period $3,189,356 $3.189,356

The imputation credits shown above relale Lo tax paid prior to 1 April 2008 and are able 1o be allached Lo dividends at the rate of 33% until 31

March 2010,

I'rom 1 April 2010 the above impulalion credits can only be passed Lo shareholders al the rate of 30%.
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Consolidated & Society

12 Months 12 Months
31-Mar-10 31-Mar-09
CHEU GG G ACCO UG TG B arch 2000 - Creain avaliaowe @ 5%
Balance Broughl Forward 860,023 -
Taxation Paid - 773,513
Imputation Credits on Dividends Received 46,750 86,510
906,778 860,023
Less
Taxalion Refunds - -
Imputation Credits on Dividends PPaid - -
Balance Available to Shareholders as at the end of the Period $906,778 $860,023

The imputation credits shown above relate to tax paid from 1 April 2008 and are able to be attached to dividends al the rate of 30%. From 1 April

2011 the company lax rate reduces to 28% and the cffecl of this change is unknown as at reporting date.

At balance dale the imputation credits available lo the shareholders of the Socicly were:

Consolidated & Society

Through direct shareholding in the Society
Through indirect interest in the Subsidiary

12 Months 12 Monlhs
31-Mar-10 31-Mar-09
4,096,134 4,049,379

$4,096,134 $4,049,379

. BARNINGS PHR STIARND
Consolidated
12 Months 12 Monlhs
31-Mar-10 31-Mar-09
Basic and diluted earnings per share
FEarnings per Share {cents) 15.1 (29.4)

The earnings and weighted average number of ordinary shares uscd in the calculalion of basic and diluted earnings per sharc are as follows:

Consolidated
12 Months 12 Months
31-Mar-10 31-Mar-09

Earnings
Weighted average number of ordinary share

$1,909,545 ($3,481,250)
112,145,699 11,829,970




The weighted average number of ordinary shares for Lhe purposcs of diluted carnings per share equals the weighted average number of ordinary
shares used Lo calculale basic carnings per share.

There were 10 instruments Lthat could potentially dilute basic carnings per share.

There were no ordinary sharve Lransaclions or potenlial ordinary share transaclions, after balance sheet date.

The weighled average number of ordinary shares for the year ended 31 March 2009 has been adjusled {or the issue ol 175,000 shares made in
Augusl 2009. The resulling carnings per share has increased 1o (29.3) cenls from (29.4) cents previously stated.

Shorl Lerm deposits consisl of deposils held with Westpac Banking Gorporation N7 Limiled, Bank of New Zealand Limited and KiwiBank Limiled

having a maturily greater Lthan three months bul less than one vear.

Consolidated & Society

12 Months 12 Months
31-Mar-10 31-Mar-09
Public Securilies and Corporate Bonds 5,193,868 14,761.356
Shares in Listed Companies 2.724,000 2,370,000

$7,917,868 $L7.131,356

Al invesiments are valued by our external investment brokers and based on market quoted prices as at 31 March 2010.

GBS Canlerbury uses interesl rate swaps Lo cover its exposure Lo inlerest rate risk resulling [rom polential changes in the faiv value of fixed rate
morlgage loans due Lo changes in interest rates,

The Society adopled fair value hedge accounting from 1 April 2008. The application of [air value hedge accounting resulls in Lhe fair valuc
adjustment on the hedged item attribulable Lo the hedged risk being recognised in the income slalement al the same Lime the hedging instrument
impaclts the income statement.

The table below shows the gain or loss on [air value hedges by hedging instrument and hedge item altributable to the hedged risk:

Consolidated & Socicly

12 Months 12 Months
31-Mar-10 31-Mar-09
Gain or (loss) arising lrom flair value hedges:
- hedged item (3,570,828) 0,223,275
- hedging instrument 4,469,103 (5,677,042)
Net ineffectiveness on qualilying lair value hedges 898,275 (453,767)

Derivatives not qualifying for hedge accounling treatment are classified as Fair Value through Profit or Loss.

The following tables provide an overview ol the Sociely's interest rate swaps. Nolional principal amounts measure the amount ol the underlying
linancial instrument and represent Lhe volume of oulstanding transactions. The financial instrumenls become favourable (assets) or unfavourable
(ltabililics) as a result of fluctuations in markcel inlerest rales relative to their teris, The nolional principal amounts and fair values of interest rate

swaps held are as follows:




| Notes to the Financial Statements (continued)

As at 31 March 2010

Jonsolidated & Society

Notional Fair Value Fair Value
Amount Assels Liabhilities
A e Yatue theough Profit or Loss
Interest rate swaps held as at 31 March 2010 10,535,722 - 143,493
Designated as Fair Value tledges
Interest rate swaps held as at 31 March 2010 125,463,028 27,839 1,484,825
Tota! BDerbvative Financial instruments $135,998,750 $27,839 $1.628,318

Included in the nolional amounl of interest rate swaps shown as Fair Value through Profit & Loss as at 31 March 2010 was one instrument for
$8,000,000 which was part of a hedge relalionship that ended on 31 March 2010. This instrument has subscquently matured in April 2010,

Ag at 31 March 2009

Consolidated & Society

10,

Notional Fair Value [Fair Value
Amount Asscls Liabilities
it Cvelue Uwroug? Profit o Boss
Interest rate swaps held as at 31 March 2009 3,671,136 - 176,335
Sesisnated ag Yalue Hoedges
Intercst rate swaps held as at 31 March 2009 142,653,864 127,672 6,125,313
Tolal Devhathve Vinanclal Instruments $146,325,000 $127,572 $6,300,648

Consolidalted & Society

12 Months
31-Mar-10

12 Monlhs
31-Mar-09

Secured by Mortgages

Secured by Personal Loans
Unsecured Overdrafts

Total Gross Advances

Less: Provisions for Impairment Loss

Total Advances

444,937,119 416,983,430
796,615 119,398
112,802 321,111

445,846,536 417,423,939

(584,445) -
$445,262,091 $417,423,939




Consolidated & Socicly

12 Months
31-Mar-10

12 Months
31-Mar-09

Opening Balance
Charged Lo the Income Statement
Closing Balance

Opening Balance

Charged to the Income Stalement

- \ew Provisions

- Amounts Recovered

Write Olls Againsl Individually Assessed Provisions

Closing Balance

Movemenl in Colleclive Provision

Movement in Individually Asscssed Provisions
Bad Debts Written OIT

Bad Debts Recovered

Total lmpairment losses Charged to the Income Slalement

35.000

35.000

549.445

349,445

35.000

549,445
21,928

(17,757)

3,366,436
(3,021)

$588,616

$3.363.415

Gonsolidated and Sociely

Restructured Real Estate Other Assets Other impaired Pasl Duc
Advances Assels Acquired Acquired through Advances Advances

Lhrough Lhe the Enlorcement

Linforcement of of Security

Sceurily

Opening Balance 4,222,770 - - 1,180,730 2,274,999
Additions - - - 1,060,220 2,289,115
Allowance [For Impairment Loss - - - (549,445) -
Amounts Written Off - - - - -
Deletions (4,222,770) - - (1,180,730) (2,012,724)
Closing Balance - - - $510,775 $2,551,390

Opening Balance 5,274,201

Additions 2,388.655

Allowance For Impairment Loss -
Amounls Written Off -
Deletions (3,440.086)

4,083,273
(2,446,971)
(453,572)

2,989,193
2,274,999

(2,989,193)

Closing Balance $4,222,770

$1,180,730

$2,274,999
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;‘ N ‘te»s’ to the Financial Statements (continued

The factors the Society considered in determining impairment are notcd under Specific Accounting Policies - Impairment of Assets.

The collateral held by the Society as security [or advances are [irsl morlgages on properties. The Restructured Advances included above arc all
[ully-sccured by first mortgages on properties. As al 31 March 2009 Lhe estimaled [air value of the collateral held in relation to Restructured
Advances was $8,125,000. No doubtful debt provisioning was considered necessary on any of the restructured advances.

As al 31 March 2010 the estimated fair value of the collateral held in relation to Other Impaired Advances was $981,610. The balance of Other
Impaired Advances as at 31 March 2009 of $1,180,730 was assessed based on actual sales Lhat settled post 31 March 2009, or current market value.
As at 31 March 2010 the estimated fair value of Lthe collateral held in relation to Past Due Advances was $3,831,178.

Ynalvsie of Past Due but nol Impaired Advances Consolidaled & Society
12 Months 12 Months
31-Mar-10 31-Mar-09

Not more than three months 2,158,686 1,743,565

More than three months and not more than six months 388,850 525,637

More Lhan six months and not more than one year - 5,797

More than one vear 3,864 -

$2,551,390 $2,274,999

Of the total value of advances past due as at 31 March 2010, advances totalling $956,723 have since been cleared.

12, PROPERTY, PUANT & BOUPATINT
Covsoildatod & Socieh Land Buildings Fixtures Floor Computer Office Motor Total
& Fittings Goverings Equipment  Equipment Vehicles
& Furniture

Cost or Revaluation 1,200,000 2,910,000 595,657 92,462 578,531 392,347 200,490 5,969,487
Accumulated Depreciation - - (385,670) (86,231) (523,882) (1856,927) (715,883) (1,257.593)
Net Book Value $1,200,000 $2,910,000 $209,987 $6,231 $54,649 $206,420 $124,607 $4,711,894
Year ended 31 Rlarch 2009

Opening book value 1,200,000 2,910,000 209,987 6,231 54,649 206,420 124,607 4,711,894
Additions - 578,312 83,696 20,6006 50,924 64,941 58,261 856,640
Disposals - - - - - - (58,303) (58,303)
Acquisitions through Business Combinations - - - - - - - -
Nel Revaluation Increments/Decrements (100,000) (37,902) - - - - - (137,902)
Dcpreciation - {130,410) (39,420} (4,801) {51,345) (46,282) (29,941)  (302,199)
Closing Net Book Value $1,100,000  $3.320,000 $254,163 $22,036 $54,228 $225,079 $94,624  $5,070,130
As ab 31 Ranch 2009

Cost or Revaluation 1,100,000 3,320,000 679,253 113,068 629,455 457,288 200,448 6,499,512
Accumulated Depreciation - f - (425,090) (91,032) (575,227)  (232,209) (105,824) (1,429,382)
Net Book Value $1,100,000 $3,320,000 $254,163 $22,036 $54,228 $225,079 $94,624  $5,070.130
i 31 Marek 2010

Opcning book value 1,100,000 3,320,000 254,163 22,036 54,228 225,079 94,624 5,070,130
Additions - 28,307 5,996 - 94,470 11,405 32,217 172,395
Disposals - - - - - (29,084) - (29,084)
Net Revalualion Increments/Decrements - 143,718 - - Co- - ) - 143,718
Depreciation - (122,025) (41,839) (9,713) (56,424) (39,074) (38,664)  (307,629)
Closing Net Book Value $1,100,000 $3,370,000 $218,320 $12,323 $92,274 $168,326 $88,287 $5,049,530
Sear on 31 March 20060

Gosl. or Revaluation 1,100,000 3,370,000 685,249 113,068 723,925 428,693 232,665 6,653,600
Accumulated Depreciation - - (466,929)  (100,745)  (631,651) (260,367) (144.378) (1,604,070)
Net Book Value $1.100,000 $3.370,000 $218,320 $12,323 $92.274 $168,326 $88,287 $5,049,530
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The land and buildings of CBS Canterbury were valued by Colliers Valuation Christchurch, independent registered valuers, as at 31 March 2010.

These are valued on Lhe basis of market value for existing use. A reptal capilalisation valualion methodology has been used in determining this
value. The rental capilalisation rate adopted for the valuation of the propertics as at 31 March 2010 was belween 7.75% and 9.00% (31 March

2009 8.25% and 9.00%).

Historical Cosl Summary

The carrying amounl ol cach revalued class of property. plant and equipment thal would have been recognised had the assets been carried under

the cost model is as follows.

Gonsolidated & Society

Consolidated & Socicly

31-Mar-10 31-Mar-10

31-Mar-09

31-Mar-09

Land Buildings Land Buildings
Historical Cost 430,444 3,639,045 430,444 3.510,738
Accumulaled Depreciation - (1,312,867) - (1,223.345)

$430,444 $2.226,178 $430,444 $2,287.393

Gonsolidated & Socicly

31-Mar-10 31-Mar-09

Goodwill

lixternal Application Sollware

Internally Generaled Applicalion Soltware
Other

Opcening Balance
Addilions

Goodwill on Acquisilion
Impairment ol Goodwill
Closing Balance

External Application Soltware
Software Addilions
Amortisation kxpensce
Closing Balance

Historical Gosl Summary
Ilistorical Cost
Accumulated Amortisation

Opening Balance
Software Additions
Amortisation lixpense
Closing Balance

9,524,361

<

324,361

134.707 364.979
198,413 187,603
39,814 45,502
9,897,295 10,122.445

9.524,361 13.672.844

- (4.148,483)

9,524,361 9,524,361

364,979 222,367

16,292 323,143
(246,564) (180,531)
134,707 364,979
566,751 550,459
(432.044) (185,480)
134,707 364,979
187,603 -
150,521 195,576
(139,711) (7,973)
198,413 187,603
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Consolidated & Society
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31-Mar-10 31-Mar-09
Ilistorical Cost Summary
[istorical Cost 346,097 195,676
Accumulated Amortisation (147,684) (7,973)
198,413 187,603
ey
Opening Balance 45,502 51,190
Additions - -
Accumulaled Expensce - R
Amortisation Expense (5,688) (5,688)
Closing Balance 39,814 45,502
TOTAL INTANGIBLES $9,897,295 $10,122,445

Goodwill - impairmenl assessment

The assets, liabilities and operations of SMC Building Society (purchased on 1 April 2006) and Loan and Building Society (purchased on 1 Fcbruary
2008) have been fully integrated into those of the Socicty and arc nol managed or reported on as a scparale business. Goodwill has therefore been
allocated for impairment testing purposes to the cash-gencrating unil representing the CBS business as a whole.

During the year ended 31 March 2010 the Society assessed the recoverable amounl of goodwill, and determined thal goodwill was not impaired (31
March 2009 $4,148,483).

The recoverable amount of the cash-generating unil was assessed as its value in use. For the year cnded 31 March 2010 the value in use model
included the key assumptions of retail deposits continuing 10 be oblained at a significant premium to the 90 day rale and growth in lending in the
2011 year and thereafter nominal. The cash flows were based on delailed forecasts for the years 2011, 2012 and 2013 with a terminal growth rale
of 2.5% per annum. A pre-tax discount factor ol 17.9% per annum was applied in the valuc in usc model. The value in use model was Lesled for
sensitivity to the assumptions made. This resulled in the Direclors concluding that therc was no impairment of Goodwill.

For the year ended 31 March 2009 the value in usc model included Lthe key assumptions of retail deposils continuing to be obtained at a significant
premium to the 90 day rate and growth in lending in the 2010 year and thereafter nominal. The cash flows were based on detailed forccasls for
the years 2010, 2011 and 2012 with a lerminal growth rate of 3% per annum. A pre-tax discounl factor of 14.6% per annum was applicd in Lhe
value in use model. The value in usc modcl was Lesied for sensitivity to the assumptions made. This resulted in the Directors concluding il was
appropriate to write off $4,148,483 of Goodwill.

The main factors contributing to the impairmenl of the cash-generating unit were duc 1o hedging for interest rate risk, lending margins, reduclion in
lending, and carrying surplus liquidily.

Computer Software
No impairment losses have been recognised against the carrying amount of Compuler Software for the vear ended 31 March 2010 (31 March 2009:
Nil)




consolidated & Society Consolidated & Society

31-Mar-10 31-Mar-10 31-Mar-09 31-Mar-09
Amount Weighled Amount Weighted
Average Average
Interest Rate Inlerest Rate
{a) Non Current:
Term deposils due:
Between 1-2 years 10,987,768 5.52% 12.999,832 6.39%
2 years and later 301.469 5.13% 2,215.672 7.16%
Total $11,289,237 $15.215.504
(h) Current:
Term deposils due within 1 year 363,709,100 5.04% 360,922,230 6.38%
AL call deposils 111.263,322 3.60% 117,013,492 3.08%
Tolal $474.972.422 $477,935,722
Total Deposils $486.261,659 $493, 131,226

GCall and lerm deposils arc oblained for the Society through retail funding rom inveslors principally in the Canlerbury region.

On 12 November 2008 CBS Canterbury received confirmation from New Zealand ‘Treasury of ils acceptance as an Approved Inslitution under the
Governmenl Deposil Guaranlee Scheme. The guarantee shall be in force for a period of 2 vears from the announcement of the scheme on 12
October 2008,

The maximum liabilily of the Crown 1o cach credilor (nol being a Nominated Beneficiary) under the Crown Guarantee is one million New Zealand
dollars (N7ZD $1.000,000). For this purpose amounts owed Lo credilors by Lhe Socicly under any Debl Securily will be aggregaled wilh olher
amounts owed Lo the same creditor by the Sociely thal are supported by Lthe Grown Guaranlee.

On 19 November 2009 Slandard & Poor’s Raling Services assigned a “BB+ / B; Stabie Oullook™ raling lo Canlerbury Building Society. As the
Society did not hold a credit rating until 19 November 2009 il was liable to pay to the Crown al the end of each month a [ce equivalent Lo one
lwelfth ol 3.0% (three hundred basis poinlg) ol the amount (il any} by which the Guaranteed Amount on Lthe last day of the previous month exceeds
the Guaranteed Amount on the Announcement Date. From 19 November 2009 the fee payvable reduced o 1.0% (one hundred hasis points).

At no time during the vear ending 31 March 2010 has the Guaranteed Amount al the ¢nd of cach month exceeded the Guaranleed Amounl on the
Announcement Date, and Ltherefore no fee has been payable by the Society to the Grown (31 March 2009: Nil)

[For further informaltion on the scheme and a copy of the Crown Deed of Guaranlee belween CBS Canlerbury and the Crown, please refer Lo www.,

Lreasury.govl.nz.

Consolidaled & Socicly

12 Months 12 Vlonths
31-Mar-10 31-Mar-09
Audiling Services 111,357 112,668
Other Services 62,622 110,356
$173,979 $223,024




Auditing Services for the year cnded 31 March 2010 and 31 March 2009 represent the full year audit fees. Other Services relate to assistance
provided in relation to indepcndent testing around the migration of our banking softwarc and taxation consultancy. These services do not conflict
with the independence of Deloille as Auditor.

GConsolidated & Society Consolidaled & Socicly
31-Mar-10 31-Mar-10 31-Mar-09 31-Mar-09
Ordinary Shares $ : Shares . - $ Shares i
|
Opening Balancce 43,752,145 12,041,658 42,576,993 11,747,870
Issue of ordinary shares - 19 December 2008 - - 1,175,152 293,788
Issue of ordinary shares - 27 August 2009 535,984 175,000 - -
Closing Balance $44,288,129 12,216,658 $43,752,145 12,041,658

All shares are Fully paid and cach share entitles the owner to one vote, provided Lthat the maximum number of votes which may be exercised shall
not exceed 10% of the total ordinary shares. There is no predetermined dividend rale and Lhere arc no conversion rights. The ordinary shares rank
equally in dividends and on winding up. There is no Par Value associated with these shares.

Under Lhe terms of the Crown Deposit Guarantee Deed, the Socicly is resiricted whereby the aggregate amount of dividends paid in any financial
year cannot not exceed the profit for the previous financial year of the Socicly.

On 19 December 2008 CBS Canterbury issued 293,788 ordinary shares fully paid in lieu of an interim dividend in the ratio of 1 for 40 shares held.
The issue price for these shares was $4.00 per share based on the NZX market price on 1 Deccmber 2008.

On 27 August 2009 CBS Canterbury issued 175,000 ordinary shares fully paid to the employees listed under Note 22. The issuc price [or lthese
shares was $3.06 per share based on the volume weighted average price of the shares as traded on the NZAX in the 20 trading days prior 1o the
issuc date.

17, RESERVES
a. Availabte For Sale Reserve Consolidated & Socicty
12 Months 12 Months
31-Mar-10 31-Mar-09
Opening Balance (547,444) (198,510)
Valuation gain (10ss) recogniscd 535,478 (493,831)
Deferred tax arising on revaluation (160.643) 148,149
Cumulative loss (gain) transferred Lo the Income Statement on sale of financial assets 53.143 (4,646)
Delerred Lax associated with the sale of financial assets (15,943) 1,394
Movement for the period 412.035 (348,934)
Closing Balance ($135,409) ($547,444)

The Available For Sale Revaluation Reserve arises on the revaluation of available for sale financial assels. Where a revalued financial asset is sold,
that portion of the reserve which relales Lo that financial asset, and is effectively realised, is recognised in prolil or loss. Where a revalued financial
asset is impaired that portion ol Lhe reserve which relates to that financial asset is recognised in profit or [oss.
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b. Property Revaluation Rescrve Consolidated & Society
12 Months 12 Months
31-Mar-10 31-Mar-09

Opening Balance 1,427,968 1,554.500
Revaluation during the year 143,718 (137,902)
Delerred Lax (liability) assel arising on revaluation (43,115) 11.370
Closing Balance $1,528,5671 $1,427,968
Comprising:
Land 669,556 669,556
Buildings 859,015 758,412
$1,628,5671 $1,427,968

The Property Revaluation Reserve arises on the revaluation of land and buildings. Where revalued land or buildings are sold, thal portion of the

.

assel revalualion reserve which relates to thal asset, and is clfectively realised, is transterred directly Lo Realised Capilal Gaing Reserve.

¢, Realised Capilal Gains Reserve Gonsolidated & Socicly
12 Months 12 Months
31-Mar-10 31-Mar-09

Opening and closing balance 287,115 287,110
$287.116 $287,115

The Realised Capilal Gains Reserve arises on the sale of land and buildings. Where land or buildings are sold. the portion of the Revaluation

Reserve which relates Lo thal assel is realised and transferred Lo Lhis reserve.

d. Retained tarnings Consolidaled & Sociely Congolidated & Sociely
12 Months 12 Months 12 Months 12 Months
31-Mar-10 31-Mar-09 31-Mar-10 31-Mar-09

Opening Balance

3,673,948 3,673,948 9,270,180 9,279,987
Net Surplus (Deficit) for the period 1,909,545 1,909,545 (3,481.250) (3,491,057)
Dividends paid - - (2,114.982) (2,114,982)
Closing Balance $5,083,493 $5,583.493 $3,673,948 $3.673,948
Rate of Dividend (cents per share) - - 18.0 18.0

Retained Earnings is the accumulated profits carried forward by CBS Canterbury after allowing for any dividends paid to sharcholders.

Consolidaled & Socicly Consolidalted & Sociely
12 Months 12 Months 12 Months 12 Monihs
31{-Mar-10 31-Mar-10 31-Mar-09 31-Mar-09
Cents per share Total Cenls per share Tolal
Ordinary Sharcs - Final Dividend 2008 - - 8.0 939.830
Ordinary Sharcs - [nterim Dividend Bonus lssue - - 10.0 1,175,152
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FINASCEAL INSTRUMENTS

The Society is party to financial instrumecnls as part ol its normal day to day operations. The main financial instruments are cash and cash
equivalents, investments, advances, rcceivables, payables and deposits. The Society has unrccognised financial instruments of undrawn credit
facilities. The Society also has financial derivatives in the form of interest rate swaps.

FINANCIAL RISK MANAGEMENT POLICIES

Credil Risk is the risk that a counterparty will default on its contractual obligation rcsulting in a linancial loss 1o the Society. The Society has
comprchensive, clearly defined credit policies lor the approval and management of all credit risk including risk to banks and rclated counterparties.
All prospective mortgagors arc subject to lending criteria established by the Board of Directors. These include maximum loan to security value
ratios and demonslrated debt servicing abilily. Advances are sccured by firsl mortgage except for a few advances Lhat are cither secured by a
gencral security agreement, specific securily agreemenl or unsecured (refer to Note 10 for details). All approvals are by Managemeni, Credil
Committee or the Board of Dircctors depending on the size of the advance.

i) Liguidily R
Liquidity Risk is the risk that an entity will encounter difficully in raising f[unds at short notice to mect its commilments. The Socicly’s liquidity
position is scl out in the Liquidity Profile included in this notc. The Socicly monitors its liquidity posilion on an ongoing basis and endeavours

to maintain a mix of call and Lterm deposits, which, Logether with funds rcceived from mortgage repayments ensurcs that funds arc available as

necessary 1o meet all commitments as they fall due.

Interest Rate Risk is the risk that the value of a financial instrument witl fluctnate due to changes in market interest rates.

The Society’s normal lending terms on [lloating rate lending allows it to reset interest rates from time Lo time at its discretion. The Society also has
lending at fixed rates of interest where the interest is tixed for periods of between one yecar and three years. Inlerest rate swap agreemenls have
been entercd into to hedge exposure Lo changes in intercst rates on at least 80% of the fixed rates advances beyond 18 months.

Interest rales on at call depositor’s [unds can be reset immediately. Interest rates on term deposils are fixed until their respeclive maturity dates.

Potential sources of Market Risk are a change in the market valuc of investments duc Lo intercst rate changes and a change in the margin between
the average interest rate received by the Society on advances and Lhe average intercsl rate paid by the Society on deposits.

Investmenls are gencrally held 1o maturity bul can be Lraded before maturily should the direclors determine this is in the Society’s best
interests. Investmenls would only normally be traded before malurity at a profit otherwise they would be held to maturity. No other assets of the
Societly are traded.

The margin between the average interest rate received by the Society and the average interest rate paid by the Society is expected to remain
constant whenever there is a change in interest ratces. There may however be a timing lag whenever any of these interest rates change which can

affccl profitability of the Society due to Lhe timing notification of changes of interest rates.

BAENt ish

The Sociely operates only in New Zealand and therefore is not exposed Lo any currency risk.

QUANTITATIVE RISK EXPOSURE DISCLOSURES

Maximum exposures to credit risk are the disclosed carrying valucs of advances, investments, cash, trade and other receivables and financial
assets. All advances have becn lent for usc in New Zcaland, predominantly concentrated in the Canterbury Region of the South Island.
Concentrations of credit risk can arise where the Society is exposed to risk in activilies or industries of a similar nature. The Society has

determined that the most significant risk is in respect of advances. An analysis of advances by type of lending is as follows:




Consolidated & Socicly

31-Mar-10 31-Mar-09
Residential 243,519,021 188.205,255
Residential - Developmentl 21,027,009 31,418,151
Commercial 139,570.878 149,794,443
Commercial - Development 10,296,243 12.508,796
FFarming 29,082,768 30,644,403
Chattel Security 796.615 119,398
Unsecured 112,802 321,111
L.ess Acerued Loan Application I'ees (795,692) (810,893)
Add Gain Arising from Fair Value Hedging 1.652.447 5.223.275
\dvances Approved Bul Awailing Selllement (refer note 23) 47,975,205 44,055,734

$493,237,296  $461,479.673

The method the Society has used Lo idenlily the customer seclors ig from their dalabase of cuslomers which is sel up from information received from
cuslomers al the lime the advance is sel up and subscquently updaled as necessary. Gredil quality is monitored as parl of the impairment review process
ol advances. including immediately prior to the draw down of commilled facililies. In respect of investments held, being public securilies, corporale

bonds and shares in listed companies, the credil qualily is monilored on a regular basis wilh reference Lo markel data including credil ralings.
Of the advances receivable as al 31 March 2010:
(1) The Lotal value of advances in arrears in excess of three months is $1,452.924 (31 March 2009 $531.434).

(2) The aggregale of Lthe six largest advances is $44,272,289 (31 March 2009 $17,541.339) or 8.34% ol tolal monelary assels (31 March 2009 8.81%).

Number ol individual lending and investment counler parlies with balances:

Consolidaled & Socicty Consolidated & Socicely
31-Mar-10 31-Mar-10 31-Mar-09 31-Mar-09
Short Term Shorl Term
Advances Deposits \dvances Deposits
10 - 20% 8 - N -
20 - 30% - 1 2 -
30 - 40% - - - -
40 - 50% - 1 - 2
50 - 60% - 1 - 2

60 - 70% - -
70 - 80% - -
80 - 90% - -
90 ~100% - -

Goncenlralion of Funding

Funding consists of deposils rceeived. The geographical [unding concentration is as follows:

Consolidated & Socicly

31-Mar-10 31-Mar-09
Ganterbury Region 466,444,707 462,274,602
Other South Island Regions 11,822,050 22,076,202
North Island Regions 2,720,215 3.312,258
Outside New Zealand 5,274,687 5.488,164

$486,261,659  $493,151.226
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Notes | o the Financial Statements (continued)

i) Liguidity Risk
The Society has a balance of call funds of approximatcly $6,500,000 on a daily basis. The Sociely has a facility of a commitled Money Markel Line
of up to $30,000,000 (31 March 2009 $30,000,000) from Westpac Banking Corporation. This facility is unsecured.

Maturity Analysis

The following tables are prepared in accordance with N7 TFRS 7 and analyse the Society’s asscls and liabilities into rclevanl malurity groupings
based on the remaining period at the balance shect date Lo the contractual maturity date. The amounts shown in the lables are based on the
contractual undiscounted cash flows and thercfore will nol agree to the carrying values on the balance sheet. The Lables include estimates made by
management as to the average interest ratc applicable [or each asset or liability class during the contractual term.

The majority of the longer term Advances are housing loans, which are likely to be rcpaid earlier than their contraclual terms. Advances wilh
maturity dates within 60 months are expected Lo run Lo Lerm, but it is expected that a proportion of the Advances in the over 60 month category
could repay earlier due to changes in the borrowers personal circumstances, but on average would still remain in Lthe over 60 month category.
Deposits include substantial member savings deposils and cheque accounts, which are at call. History demonstrates that such accounts provide a
stable source of long term funding for the Society. The Socicly manages its cash flows and liquidity using a comprchensive balance sheet modelling
approach and does not record expected interest flows by assel and liability categorics.

Maturity Anabysis for Undiscounted Contraciual Cash Flows as al 31 Mareh 2010

Consolidated and Society
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Total On Gall 0-6 Mth 6-12 Mth 12-24 Mth 24-60 Mth Over 60 Mth
Cash & Cash Equivalents 44,308,968 ’ 8,950,129 35,358,839 - - - -
Tradc & Other Receivables 120,230 - 120,230 - - - -
Taxation Refund Due 1,247,553 - 1,247,553 - - - -
Short Term Deposits 27,608,466 - 27,508,466 - - - -
[nvestments 9,878,175 - 128475 4,171,300 228,400 1,630,000 3,720,000
Derivative Financial Assets ’ 41,’885 - (89,644) (17,654) 76,777 72,406 -
Advances 759,143,373 18,399,250 134,728,513 23,568,804 40,280,442 71,360,380 470,805,984
$842,248,650 $27,349,379  $199,002,432 $27,722,450 $40,585,619 $73,062,786  $474,525,984
Total On Céll ’0-6 Mth 6-12 Mth 12-24 Mth 24-60 Mth Over 60 Mth
Ligoilities
Trade and Other Payables 384,438 - 384,438 - - - -
Employee Enlitlements 347,697 - 347,697 - - - -
Withholding Tax Payable 670,966 - 670,966 - - - -
Derivative Financial
Liabilities 1,622,131 - 1,582,647 389,208 (268,495) (81,319) -
Deposits 493,487,142 111,263,322 284,038,919 86,469,798 11,395.189 319,915 -
$496,512,374 $111,263,322  $287,024,667 $86.859,006  $11,126,694 $238,596 -
Tolal On Call 0-6 Mth k 6-12 Mth 12-24 Mth 24-60 Mth Over 60 Mth
Commitzaenls
Advances to be paid out ) o . . .
(refer note 23) 47,975,205 13,618,626 34,456,679 - - - -

$47,975,205

$13,518,626

$34.456,579




The cash flows relating to Derivative ['inancial Assets and Derivative Financial Liabilities are net cash flows, consistent with the setilement method

uscd wilh our Bankers.

Commilments relate to approved but unadvanced loans, including undrawn overdraft limits. When these loans are drawn the cffect to the above lables

will be Lo reduce Cash held, and increasce tolal Advances. The total monetary assets shown would not be affected as a resull of these being drawn.

GBS Canterbury monitors its liquidily (cash) position on a continuous basis. Cash flow forecasts for operating activities are prepared taking into

accounl the cash flow characteristics of and cxpecled volalilily in the balances of the various classes of assets and liabilities that have or can have

a signilicant cash flow effect.

To meel both expected and unexpected [luctualions in operating cashflows CBS Canterbury maintains a stock of liquid investments. Taking inlo

account analysis of historical cash flows, forecasl cash llows and the currenl composition of the balance sheet it considers these to be adequale.

CBS Canterbury's Trust Deed prescribes that liquid assels (as defined in the Trust Deed as including cash. bank deposits, undrawn funding lincs and

securitics) are Lo be maintained at a minimum ol 159% of 'Tolal 'Tangible Assets less Rescrves. The Society has complied with these requirements

throughout the period.

The liquidity profile of asscts and liabilities presented above is nol considered by CBS Canterbury to be in any way indicative of future cash flows.

This is primarily because a significant proportion of CBS Canlerbury’s deposils arc rencwed al maturity and therefore do nol have a cash flow effect.

In addition subslantially all advances are repayable on demand at the discrelion ol CBS Canterbury. While CBS Canterbury is not likely to call

advances on demand, Lhe contraclual maturily dale is nol indicative of fulure cash [lows due Lo carly repaymenl, further drawdown and principal

reductions. Expected maturity dales, based on historical data, have been estimated by managemenl Lo be on average lour years,

The interesl rate re-pricing table presented in part (iii) of this note presents the assets and liabilities according to the earlier of contractual

repricing or maturity date. As noted above, Lhis is also unlikely to present the indicalive future cash [lows. Management and Lhe Board in preparing

the annual budget have estimaled, basced on the current level of reinvestment, that there will be no net outllow of deposilor funds. This will provide

Lhe Society with suflicient liquidily Lo maintain or grow Lhe current level of advances.

Consolidated and Society

Total

On Call

0-6 Mth

6-12 Mih

12-24 Mth

24-60 Mth

Over 60 Mth

Cash & Cash Equivalents
Trade & Other Receivables
Taxation Refund Due
Shorl Term Deposits
Investments

Advances

93,615,259
89.790
060,492
5,484,750
24,763,250

752,973,218

12,600,121

20,186,464

81.015,138
89.790
560,492
5,484,750
454,750

129,385,856

1,131,000

27,085,830

2,402,500
37,289,147

5,175,000

85,230,467

15,600,000

453,795,454

$877,486,759

$32,786,585

$216,990,776

$28,216,830

$39,691,647

$90,405,467

$469,395,454

Total On Call 0-6 Mth 6-12 Mth 12-24 Mth 24-60 Mth Over 60 Mth
Trade & Other Payables 549,539 - 549,539 - - - -
Employee Enlitlements 317,861 - 317,861 - - - -
Withholding Tax Payable 736,872 - 736,872 - - - -
Derivalive [inancial
Liabililies 6,458,690 - 3,092,864 2,347,925 1,037,754 (19.853) -
Deposits 502,271,728 117,013,492 289,560,739 79.783,486 13,656,758 2,357,258 -
$510,334,690 $117,013,492  $294,257,875 $82,131,411 $14,694,512 $2,337,400 -




| N()tes to the Financial Statements (continued)

Consolidated and Society

Tolal On Call 0-6 Mth 6-12 Mth 12-24 Mth 24-60 MLth Over 60 Mth
Commiments
Advances 1o be paid out !
(refer nole 23) 44,055,734 17,782,227 26,273,607 - - - - 1

$44,055,734 $17,782,227 $26,273,607 - - - -

The following Lables are prepared in accordance with NZ 1FRS 7 and analyse the Society's assets and liabililies into relevanl maturity groupings
based on the expecled malurily dates as at the balance sheet date. The amounts shown in the lables are based on the undiscounted cash flows from
expected maturity dates estimated by management and therefore will not agree Lo Lhe carrying values on the balance sheet. The tables include
eslimales made by management as to the average interest rate applicable for cach asscl or liabilily class during the estimated term.

W

viarch 2010

Slaturily Snabysis for Undisooy ixpected Cash Flows as al 31

Consolidated and Society

Total On Cali 0-6 Mth 6-12 Mth 12-24 Mth 24-60 Mth Over 60 Mth
sloneiar haseis
Cash & Cash Equivalents 44,308,968 8,950,129 35,358,839 - - - -
Trade & Other Receivables 120,230 - 120,230 - - - -
Taxation Refund Due 1,247,553 - 1,247,553 - - - -
Short Term Deposits 217,508,466 - 27,508,466 - - - -
Investments 9,878,175 - 128,475 4,171,300 228,400 1,630,000 3,720,000
Derivative FFinancial Assets 41,885 - (89,644) (17.654) 76,777 72,406 -
Advances 519,321,630 18,399,250 135,600,646 23,702,883 40,280,442 301,338,408 -
$602,426,907 $27,349,379  $189,874,565 $27,856,529 $40,585,619  $303,040,814 $3,720,000
Total On Call 0-6 Mth 6-12 Mth 12-24 Mth 24-60 Mth Over 60 Mth
fabilities
Trade and Other Payables 384,438 - 384,438 - - - -
Employce Enlillements 347,697 - 347,697 - - - -
Withholding Tax Payable 670,966 - 670,966 - - - -
Derivative Financial
Liabilities 1,622,131 - 1,582,647 389,208 (268,495) (81,319) -
Deposils 493,487,142 111,263,322 284,038,919 86,469,798 11,395,189 319.915 -
$496,512,374 $111,263,322  $287,024,667 $86,859,096 $11,126,694 $238,596 -
Total On Call 0-6 Mth 6-12 Mth 12-24 Mth 24-60 Mth Over 60 Mth
Commitmenis
Advances to be paid out
(refer note 23) 34,456,579 - 34,456,579 - - - -
$34,456,5679 - $34,456,579 - - - -




The expected maturity date of Advances used in the above table has been based on historical loan lerm data and has been estimated by

management {0 be on average four vears. Expected maturity dates differ from that of contractual maturily dates due to the average mortgage loan

being repaid earlier than its contractual term used for calculating minimum monthly loan repayments.

Based on current reinvestment rates and historical data surrounding the Society’s deposit basc, managemenl has estimated that the contractual

term for Deposits is a fair reflection of the expected term.

The liquidity profile of assets and liabilities presented above is not considered by CBS Canterbury Lo be in any way indicative of [uture cash flows.

This is primarily because a significant proportion of CBS Canterburys deposits are renewed al maturily and therefore do not have a cash flow effect.

Consolidated and Society

Tolal

On Call

(-6 MLh

6-12 Mth

12-24 Mth

24-60 Mth

Over 60 MLh

Cash & Cash Equivalenls
Trade & Other Receivables
Taxalion Refund Due
Short ‘Term Deposits
Investments

Advances

93.615.259
89,790
560,492

484,750

o}

2

N

907,000

499,584,386

12.600.121

20,186,464

81,015,138
89,790
360,492
5,484,750
561,000

133,869,464

1,131.000

27,085,830

7,190,000

37.289.147

4,425,000

281,133,481

9,600,000

$622,241.677

832.786.585

$221.600.634

$28.216,830

$44,479.147

$285.558,481

$9.600,000

Tolal On Call (-6 \Mth 6-12 \th 12-24 Mth 24-60 MLh Over 60 Mth
Trade & Other Payables 549,539 - 549,039 - - - -
limployee kntitlements 317,861 - 317.861 - - - -

Withholding Tax Payable

Derivative Financial
Liabililics

Deposils

736,872

6,458.790

502,271,729

117,013,492

736,872

3.092.964

289,560,739

2,347.925

79,783,486

1,037,754

13,556,758

(19,853)

2.357,254

$510.334,791

$117,013.492

$294,257,975

$82.131,411

514,694,512

$2,337.401

Total

On Call

0-6 Mth

6-12 \Mth

12-24 ¥Lh

24-60 Mth

Over 6O Mth

Advances Lo be paid out
(refer nole 23)

Normal mortgage lending Lerms allow Lhe Socicty Lo resel interest rales on advances from time Lo lime for changes in funding costs.

44.055,734

17,782,227

26,273,507

$44,055,734

$17.782.227

$26.273.507

AL 31 March 2010 there were fixed rate advances totalling $217,272 604 (31 March 2009 $213,633,677).

The Sociely has a policy of ensuring Lhal il materially hedges all exposure Lo changes in interest rates on fixed rate advances beyvond 18 months.

Inlerest rale swaps denominaled in New Zealand dollars, have been enlered inlo Lo achieve Lhe Society's policy.
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The swaps mature over the next three years [ollowing Lthe maturity of the related advances and have fixed swap rales ranging from 3.54 percent to
8.52 percent. The notional contract amount of interest rate swaps held as al 31 March 2010 was $135,998,750 (31 March 2009 $146,325,000 ).

At 31 March 2010 there were fixed rate term deposits totalling $370,051,621 excluding accrued interest (31 March 2009 $366,260,817). The
maturity profitc and weighted average interest rates for deposits are detailed in note 14.

The following tables include the Society’s assels and liabilities al their carrying amounts, categorised by the earlier of contractual repricing or
maturity dates.

interest Rate Repricing Schedule as at 31 March 2010
Consolidated and Society
Weighted Total On Call 0-6 Mth 6-12 Mth 12-24 Mth 24-60 Mth ~ Over 60 Mth
Ave Int Rate
Cash & Cash Equivalents 3.76% 44,308,968 8,950,129 35,358,839 - - - -
Trade & Other Reccivables na 120,230 : - 120,230 - - B - -
Shortl Term Deposits 4.68% 27,000,000 - 27,000,()00 - - - -
Investments 5.71% 8,000,000 - 4,000,000 - 1,000,000 3,000,000 -
Advances 7.18% 445,262,091 229,436,647 69,860,700 44,213,775 72,495,100 29,255,869 -
$524,691,280 $238,386,776 $136,339,769  $44,213,7756  $73,495,100  $32,255,369 -
Weighted Total On CaH 0-6 Mth 6-12 Mth 12-24 Mth 24-60 Mth ~ Over 60 Mth
Ave Int Rate
Liabilitiea
Trade & Other Payables n/a 384,438 : - 384,438 - - - -
Employee Entitlements n/a 347,697 - 347,697 - - - -
Withholding Tax Payable /a 670,966 - 670,966 - ) - - -
Deposits 4.71% 486,261,609 111,263,322 278,486,891 85,107,364 11,099,546 304,536 -

$487,664,760 $111,263,322 $279,889,992  $85,107.364  $11.099,5646 $304,536 -

Total On Call 0-6 Mth 6-12 Mth 12-24 Mth 24-60 Mth  Over 60 Mth

Commitments
Advances to be paid out . ) . o
(refer note 23) 5.99% 47,975,205 18:,518,626 34,456,579 - ) - - -

$47,975206 $13.518,626 $34,456,579 - ) - - -

Advances not yet drawn have been categorised as On Call in relation to undrawn overdraft facilities, and 0-6 Mths for unadvanced but committed
loans. Pricing commitments for unadvanced loans are not beyond 90 days of approval.

inierest Role Repricing edute as at 31 March 2009

Consolidated and Society

Weighted Total On Call 0-6 Mth 6-12 Mth 12-24 Mth 24-60 Mth  Over 60 Mth
Ave Int Rate

Asseis
Cash & Cash Equivalents 4.11% 93,615,259 12,600,121 81,015,138 - - - -
Trade & Other Receivables n/a 89,790 - 89,790 - - - -
Short Term Deposits 6.97% 5,300,000 - 5,300,000 - - - -
Investments 8.50% 17,131,356 - 3,785,671 - - 12,343,655 1,002,030
Advances 8.27% 417,423,939 199,819,413 107,417,030 44,236,035 48,993,969 16,957,492 -

$533,560,344 $212,419,634 $197,607,629 $44,236,035 $48,993,969 $29,301,147  $1,002,030




Weighted Total On Call 0-6 Mih 6-12 Mth 12-24 Mih 24-60 Mth  Over 60 Mth
Ave Int Rale

dabilities

Trade and Other P’ayables n/a 549,539 - 549,539 - - - -
Employee Entitlements n/a 317,861 - 317,861 - - - -
Withholding Tax Payabic n/a 736,872 - 736,872 - - - -
Deposits 5.70% 493,151,226 117,013,492 282,871,736 78,050,494 12,999,832 2,215,672 -

$494,755,498 $117,013.492 $284,476,008 $78,050,494  $12,999,832 $2,215.672 -

Total On Call 0-6 Mth 6-12 Mth 12-24 Mth 24-60 Mth  Over 60 Mth

Advances to be paid out
(refer note 23) 6.95% 44,055,734 17,782,227 26.273.607 - - - -
$44,055,734  $17,782,227  $26,273,507 - - - -

The sensilivity of profit for the period and equity to movements in market visk are as follows:

Investmenis in Public Securities and Corporale Bonds represent 1.5% ol Lhe tolal asscls of Lhe Sociely as al 31 March 2010. Therefore, the impact

of any change in their value as a resull of a change ininterest ratles is not materiai in its effect on profit and cquity.

The risk Lo the nevinteresi carnings of tic Socicty over the next 12 manths far a change in interest rales is measured op a six monthly basis. Risk

is measured assuming an immediale 1% parallel movement in interest rates across the whole vield cuvrve.

Agsets and liabilities with repricing directly basced on market rales are repriced based on 1% rate shock applied. The financial model used for this

sensitivity analysis includes a degree of resistance to further increases and reductions fn call deposit rates.

the beginning of the reporting period and held constant throughout the reporting period.

+1% Rate Shock -1% Rate Shock +1% Rale Shock -1% Rate Shock

31 Mar 10 31 Mar 10 31 Mar 09 31 Mar 09
Effecl on Annual Nel Profit Before Tax ($40,984) $297,326 ($93.317) $446,922
Blfect on Bquity al ¥nd of Period ($28.689) $208,129 ($65.,322) $312,845

AL 31 March 2010 the carryving value of fixed rale morlgage advances wilh repricing dates over one vear was $101,750.969 (31 March 2009 $65,951,461).

The following Ltable summarises the carrving amounts and fair values for cach class of tinancial assels and linancial liabililies nol presented in the
Balance Sheet at Lheir fair value. Reter Lo Note 1 for a description of how fair values are eslimated.

Consolidated & Sociely Gonsolidated & Socicty

Jarrying Fair Value Carrying 1*air Value

Amount Amount
31 Mar 10 31 Mar 10 31 Mar 09 31 Mar 09
Casb and Cash Equivalents 44,308,968 44,308,968 93,615,259 93,615,259
Short Term Deposits 27,000,000 26,991,710 5,300,000 3,300,000
Other Financial Assets 120,230 120,230 89,790 89,790
Advances 445,262,091 448,115,549 417,423,939 419,741,826
Deposits 486,261,659 486,728,039 493,151,226 491,224,595
Other Financial Liabilities 1,403,101 1,403,101 1,604,272 1.604,272




Notes to the Financial Statements {continued)

The following table summarises those financial assets and financial liabifities that are presented in the Balance Sheet at their fair value. Refer to
Note 1 for a descriplion of how fair values are estimated.

Based on Lhe degree to which the fair value is obscrvable, these financial instruments have becn categorised into Levels 1 to 3 under the fair value
hierarchy contained within N7 IFRS 7.

Level 1 fair value measurcments are those derived from gquoted prices (unadjusted) in active markets for identical assets.

Level 2 fair value measurements are those derived from inputs other than guoted prices included within Level 1 that are observable for the assel or
liability, either directly (i.c. as prices) or indirectly (i.e. derived from prices).

Level 3 fair valuc measurcments are those derived from valnation techniques that include inputs for the assel or liability that are not based on
observable market data (unobscrvable inputs).

Consolidated and Society Consolidated and Society
31 Mar 10 31 Mar 10 .31 Mar 10 31 Mar 09 31 Mar 09 31 Mar 09
Level 1 Level2 . Level 3 Level 1 Level 2 Level 3
Available for Sale Financial Assets - 7.917.868 - - 17,131,356 - -
Derivalive Financial Assets Held for Trading - 27,908 - - 127,572 -
Derivative Financial Liabilities .
Held for Trading - (1.628,387) - - (6,300,648) -

The following table summarises the income earncd and expenditure paid in relation o financial assets and liabilities held during the period

Consolidated and Socicty Consolidated and Socicly

31 Mar 10 ' 31 Mar 10 31 Mar 10 31 Mar 09 31 Mar 09 31 Mar 09

Interest Interest Fee Interest Interesl Fec

[ncome Expense Income fncome Expensc Income

Cash and Cash Bquivalents 3,306,772 - - 7,443,471 - -

Short Term Deposits 178,389 - - 165,365 - .

l.oans and Receivables 32,610,973 - 795,009 41,917,520 - 482,689
Derivative Financial Instruments o

Held for Trading (6,227,227) - - 442,269 - -

Available for Sale Financial Assets 037,448 - - 1,024,576 - -

Deposits N - 22,371,790 ~ 552,576 - 39,793,767 539,799

$30.406,355 $22,371,790 $1,347,585 $50,993,207 $39.793,767 $1.022,488

The Society's capital includes sharc capital, reserves and retained carnings.

The Society’s policy is Lo maintain a slrong capital base 80 as to maintain investor, creditor and markel confidence and to sustain fulure
devclopment of the business. The Society is subject to externally imposed requirements via its Trust Deed.

The minimum required capital is 5% ol Tota) Tangiblc Assels. As at 31 March 2010 the Society has capital of 7.85% (31 March 2009 7.13% ). The
Socicty has complied with these requirements throughout the period.

The Society’s policy in respect of capilal management and allocation is revicwed regularly by the Board of Directors. There have been no material

changes in the Society's management of capital during the period.
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TATKRIENT OF CASH FLOWS

e
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a. Reconciliation of Cash and Cash Equivalents

Consolidated & Society

12 Months
31-Mar-10

12 Months
31-Mar-09

Bank Account
Shorl Term Investments
Accrued Interest on Short Term Investments

b. Analysis of Cash & Cash Equivalents

All Cash and Cash equivalents are held wilh Trading Banks.

8,950,129 7.100,120
35,000,000 86.000,000
358,839 513,139
$44,308,068 $93,613,259

¢. Reconciliation ol nel surplus [or Lthe period

L0 nel cash [lows [rom operating aclivitics.

GConsolidated & Societly

Gonsolidaled & Sociely

12 Monihs
31-Mar-10

12 Months
31-Mar-09

12 Months
31-Mar-10

12 Months
31-Mar-09

Nel Surplus / (Loss) for the period

\morlisalion ol Intangibles
Deprecialion

Loss on Disposal O Assels

Gain on Disposal O Asscls
Impairment of Goodwill

IFair Value Adjustment 1o \dvances
I"air Value Adjustment Lo Deposils

Derivative Financial Liabilitics
Gain on Sale of Investmenls
Deferred Tax

Bad Debls

Provision {or Doublful Debts

Nel movemenl in Advances

Nel movemenl in Deposits
Trade and Olher Payables
Withholding Tax I’ayablc
Lmployee Enlillemenls
Accrued Interesl Payable
Trade and Olher Receivables
Tax Refund Duc

Accrued Loan Application Fees

\el Cash Flows (used in) / from Operaling Aclivilics

1.909.545

391,963

307,629
15.597

(93.480)

(1.001.769)

(3,481.250)

194,192
302,199
21,553
4,148,483
{560,880)
105.054

949,103

1.909,545

391.963

307.629

15.597
(93.480)

(1,001.769)

(3,191,057)

194,192
302,199
21.553
4,148,483
{560.880)
105.054

919,103

(135.308) (326,385) (135.308) (326,385)
(24,408) (145.587) (24,408) (145.587)
21,928 3.363.415 21,928 3,363,415
284,445 - 584,445 -
66,597 8,051,147 66,597 8.061,147

(31,906.673)
(3.769,199)
(165,101)
(65,906)
29,836
(3,120,368)
(30,440)
(687,061)
(15,201)
(39.730.113)

34,229,536
(13,681,674)
(225.913)
(227,095)
74,840
572,149
8,580
(461,648)
(161,246)
20,127,333

(31,906,673)
(3.769,199)
(165,101)
(65,906)
29,836
(3.120,368)
(30,440)
(687,061)
(15,201)
(39.730,113)

34,229.535
(13.681,674)
(116,105)
(227,093)
74,840
572,149
8.585
(502.877)
(161,246)
20,196,112

(37,753,971)

$24,697,430

(37.753,971)

$24.756,202




| Notes bo the Financial Statements (continued)
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}
A
KMovement in Acerued Interest Payable, Acerued Interest Receivable & Accrued Loan Application 'ees i

Accrued interest payable, accrued interest receivable and accrued loan application fees are included in the balance sheet as part of deposils,
investments & advances,

C RELATED PARTY TRANSACTIONS

Included within the Group is Loan and Building Society which was acquired on 1 February 2008. This cnlily is non-trading but holds losscs
available to offset against Canterbury Building Society taxable income.

Amounts owing to/by the Key Management Personnel:

Consolidated & Society

12 Months 12 Months
31-Mar-10 31-Mar-09
Current Deposits 1,061,085 1,795,172
Non Current Deposits 1,620,441 1,492,240
Advances from the Society 6,937,685 5,488,350

Deposits made by Key Management Personnel with the Society are made by them on Lhe same terms as members of the public.
Advances made to Key Management Personncl by the Society are under the same lending criteria and rates as members of the public. No related
party loans have been written off or forgiven, nor has any allowance for impairment been made during the current period (31 March 2009 $Nil).

In addition to the amounts shown above, the below tahle details balances owing 10/by clients where CBS Canterbury Directors have an association
with those clients through other Direclorships or Irusteeship roles.

Consolidated & Sociely

58

12 MonLhs 12 Months
31-Mar-10 31-Mar-09
Current Deposits 3,742,671 5,434,626
Non Current Deposils 5,347,633 7,327,179
Advances [rom the Sociely 3,268,121 5,861,321

Directors who arc solicilors are able to operate Trust Accounts for clienls with the Society.
The following Trust Accounts are/were operated where a dircclor ol the Society is involved as a direclor or partner of the professional scrvices [irm:
- Nicoll Cooney Silva 'I'rust Account

The following profcssional services firms, where a director of the Sociely is also a director or partner of the professional services firm, have
deposits held wilh Lthe Society in accounts by their clients:

- Brophy Knight Limited

- Leech & Partners Limited

Acceptance of these deposits falls within the definition of Related I’arty in NZAX Listing Rulc 9.2.3.

In somc instances the amounts deposited with the Socicly exceed the threshold of 10% of the average market capitalisation of the Socicly and
therefore fali within the definition of material transaclion pursuant to NZAX Listing Rulc 9.2 2.

The Society has obtaincd a waiver from NZAX Listing Rule 9.2.1 in order that such deposits can be accepled in the ordinary course of its business
as a building socicty.

The waiver is granled lor a period of 2 years until 30 November 2011 when application can be made for renewal.

Deposits through accounts operated where a director of the Society is involved as a dircctor or partner of a professional service firm are received
on exactly the same terms and conditions as deposits received {rom other professional service firms.




Consolidated & Socicty

12 Months
31-Mar-10

12 Months
31-Mar-09

The total of deposils held in the Nicoll Cooney Silva Trust Account is:

The total of deposils held in accounts held by clients ol Broply Knight Limiled and Licech & Partners
Limited is:

The total of deposits held in Trust accounts and client accounts is:
During the period the lollowing services were purchased from tfirms associaled with Diveclors:

Accountancy Services (G R Kennedy)
Building Services (R Bradlord)

During the period the lollowing services were purchased [rom Direclors:
Consultancy (D G Church)

$9,352,658

$6,109.735

$14.267,251

$6.026,936

$15,462,393

$20.294,187

19,723
8.586

47,313
011,236

$28.309

$568.549

5,379

$5.379

The compensation of the Dircclors and executives, being the key managemenl personnel of the Society. is set out below:

Consolidaled & Society

12 Monlhs
31-Mar-10

12 Months
31-Mar-09

Shori Term imployee Benelils
Post kmployment Benefits
Other Long Term Benefits
Termination Benefits

1,285,111

725

—_

.263.420
4,050
93¢

176,398

$1,285,836

$

444,802

During the period the Directors authorised Lthe issuc of shares Lo five key executives ol the Socicty. The maximum number of shares that could be

issued under this scheme is 265,000 shares.

A number ol these executives chose Lo Lake up Lhe share issue option. On 27 August 2009 CBS Canlerbury issued 175,000 ordinary shares [ully

paid Lo Lhe participating executive personnel.

The Llerms and provisions under which Lthe shares were issucd are as follows:

- The issuc price for the shares was $3.06 per share based on the volume weighled average price of the shares as traded on the NZAX in the 20

trading days prior to the issue date.

- The amount payable for the shares is by way ol an inlcrest bearing loan made by the Sociely Lo each cxccutive al markel residential lending rates.

- 'The shares are subject to an escrow agreement under which they cannot be sold for a period ol one ycar.
- The inlerest on the loan is repayable from dividends or contributions from the borrower, and nol capitaliscd.

- I'ne shares arc subject to a first securily inlerest registered in favour of the Sociely unlil such time as the loan on the shares is repaid.




Financial Statements (continued)

GUNT LIABILITIES AND COVIMITMINTS

Consolidaled & Society

31-Mar-10 31-Mar-09
Advances approved bul awailing settlement 47,975,205 44,055,734
NZX Bond 15,000 15,000

Transaction Related Contingent Liabilities - R
Short Term Sell Liquidating ‘frade Related Contingent Liabilities - -
Other - -

$47,990,205 $44,070,734

The Society currently has a Bond provided by Weslpac Banking Corporation in [avour of the New Zealand Stock Exchange, in lieu of a $15,000
deposit required under NZAX Listing Rule 2.6.2.
There are no other contingent liabilitics or unrecognised financial instruments.

2 CAPETAL COMMIUTIINTS

~

There were no capilal commilments as at 31 March 2010 (31 March 2009: Nil).

S0 CORMRMITVENTS

N

Lease commitmenls under non-cancellable operating leases:

Consolidaled
31-Mar-10 31-Mar-09
l.ess than 1 Year 193,041 150,015
Between 1 and 2 Years 186,001 135,258
Between 2 and 5 Years 492,549 380,398
Grealer than 5 Years 85,914 198,059
Total Operaling Lease Commitments $957,605 $863,730

Opcraling lcase commitments relate to motor vehicle Icascs, office equipment leases, and properly leases for the Sydenham and Rangiora premises.

Currenl rental per annum on the Sydenham premises is $71,985 plus GST. The current lease Lerm is 9 years to 31 March 2016. There are two
further right of renewals of 6 years each. Rent reviews arc Lo market every 3 years. Annual rent payable as from any rent review date cannot be
Iess Lhan Lthe annual rent payable as at the commencement date of the current lease term. The lease does not impose restriclions on the Society to
raisc debt or enter into further leases.

Currenl rental per annum on the Rangiora premises is $40,600 plus GST. The current leasc lerm is 9 years to 31 January 2015. There are two
further right of renewals of 6 years each. Rent reviews arc Lo market every 2 years. Annual rent payable as from any rent revicw date cannot be
icss than the annual rent payable as at the commencement date of the current lcasc term. The Society has the right of first refusal to purchase the
Icascd land and buildings. The lease docs not imposc restrictions on the Socicty to raisc debl or enter into further lcascs.
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On 1 June 2010 a Memorandum of Lnderstanding was signed by Canterbury Building Socicty (CBS), Southern Cross Building Society (SCBS) and
I’yne Gould Corporation (PGC), involving a proposal to merge their banking related aclivilics. 'The lerms of a potential merger have not been
concluded and it is too carly Lo delerminge Lhe financial effects of these discussions.

On 31 May 2010 CBS Canterbury was approved under the exlended Retail Deposit Guarantee Scheme. The extended scheme covers deposits by
cligible inveslors through Lo 31 Decerber 2011. The extended scheme includes a reduction in the maximum amount covered by the guarantee to
$250,000 per cligible inveslor. This change, together with other changes in the extended scheme, lake cffect from 13 October 2010. Investors can
obtain [urther informalion on Lthe scheme by referring to www.treasury.govt.nz.

On 20 May 2010 the Governmenl announced Lhat the company tax rate will reduce from 30% Lo 28% and tax depreciation deductions will no longer
be available lor any buildings wilh an estimated useful life of 50 ycars or more. The changes are elfcclive for years beginning on or after 1 April
2011. The effect of these changes has not been brought Lo account in the financial statements for the year ended 31 March 2010, An eslimation

ol the linancial effect thal the change in Lhe company tax rate and the change in the deductibility of lax depreciation on buildings will have on the

Socicly's deferred Lax balances has nol vel been determined.

There have been no olher significanl events that have occurred after halance date.

The Sociely has oblained a waiver from NZAX Lisling Rule 9.1.1(b) ol Appendix [ whereby a NZAN Issucr shall nol enler inlo a transaction where the
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gross value of the transaction

No inslances have arisen during the perviod where Lhis waiver has been relied upon.

The Sociely operaled in one industry and one geographical localion - a Building Socicly within the Soulh Island ol New Zealand.
The Sociely does nol caplure or report revenues [rom external customers based on cach producl and service Lype.

No single external cuslomer contributes greater than 10% ol the Socielys revenuc.




Deloitte.

AUDIT REPORT
TO THE SHAREHOLDERS OF CANTERBURY BUILDING SOCIETY
We have audited the financial statements on pages 20 to 61. The financial statements provide information about the

past financial performance and financial position of Canterbury Building Society and Group as at 3] March 2010.
This information is stated in accordance with the accounting policies set out on pages 25 to 34.

Board of Directors’ Responsibilities

The Board of Directors is responsible for the preparation, in accordance with New Zealand law and generally
accepted accounting practice, of financial statements which give a true and fair view of the financial position of
Canterbury Building Society and Group as at 31 March 2010 and of the results of operations and cash flows for the
year ended on that date.

Auditors’ Responsibilities
It is our responsibility to express to you an independent opinion on the financial statements presented by the
Board of Directors.

Basis of Opinion

Aun audit includes examining, on a test basis, evidence relevant to the amounts and disclosures in the financial

statements. It also includes assessing:

s the significant estimates and judgements made by the Board of Directors jn the preparation of the financial
statements, and

 whether the accounting policies are appropriate to the Society and group circumstances, consistently applied

and adeqguately disclosed.

We conducted our audit in accordance with New Zealand Auditing Standards. We planned and performed our audit
0 as to obtain all the information and explanations which we considered necessary in order to provide us with
sufficient evidence to obtain reasonable assurance that the financial statements are free from material misstatements,
whether caused by fraud or error. In forming our opinion we also evaluated the overall adequacy of the presentation
of information in the financial statements.

Other than in our capacity as auditor, and the provision of taxation and information systems assurance, we have no
relationship with or interests in Canterbury Building Society or any of its subsidiaries.

Unqualified Opinion
We have obtained all the information and explanations we have required.

In our opinion:
« proper accounting records have been kept by Canterbury Building Society as far as appears from our examination
of those records; and
« the financial statements on pages 20 to 61 :
- comply with generally accepted accounting practice in New Zealand;
- comply with International Financiat Reporting Standards; and
- give a true and fair view of the financial position of Canterbury Building Society and Group as at 31 March
2010 and the results of its operations and cash flows for the year ended on that date.

Our audit was completed on 17 June 2010 and our unqualified opinion is expressed as at that date.

Chartered Accountants
CHRISTCHURCH, NEW ZEALAND

This audit report relates to the financial statements of Canterbury Building Scclety for the year ended 31 March 2010 included on
Canterbury Building Society's website. Canterbury Building Society’s Board of Directors is responsible for the maintenance and integrity
of Canterbury Building Society's website. We have not been engaged o report on the integrity of Canterbury Bujlding Society’s website.
We accept no responsibility for any changes that may have occurred fo the financial statements since they were initially presented on
the website. The audit report refers only to the financial statements named above. It does not provide an opinion on any other information
which may have been hypertinked to/from these financial statements. If readers of this report are concerned with the inherent risks arising
from electronic data communication they should refer to the published hard copy of the audited financial statements and related audit
report dated 11 June 2010 to confirm the information included in the audited financial statements presented on this website. Legislation
in New Zealand governing the preparation and dissemination of financial statements may differ from legisiation in other jurisdictions.



Southern Gross Building Socicty
New Zealand Central Securilies Depository Limited
Custodial Services Limited

D.G. & R.G. Church Family Trust
Morris West Limited

R.S. MclLay

1‘NZ Cuslodians Lid

Custodial Services Limited

D.G. & A.lL. Thomson Family Trust
B3.G. Inch

Phaben Trusl

AD. Bean

15.K. Armstrong lL.td

Black Quill Investments

K. Watson

I'orsyLh Barr Custodians

MK, Bean

R.W. Ashiord

R. Bradford

MK & AD. Bean

TOTAL UNLTS

%

1,411,905
910,610
496,541
400,000
170,002
166,520
162,151
155,434
153.750
120,000
116,433

86,180
81,552
80,769
80,670
79,820
78,923
76,464
73.672
71.677

11.56%
7.45%
4.06%
3.27%
1.39%
1.36%
1.33%
1.27%
1.26%
0.98%
0.95%
0.71%
0.67%
0.66%
0.66%
0.65%
0.65%
0.63%
0.60%
0.59%

4.973.073

40.70%

HOLDERS TOTAL UNITS %
1 1o 1,000 1,416 612,733 3.02%
1.001 to 5.000 786 1,827,081 14.95%
5,001 1o 10.000 175 1,222,465 10.019%
10.001 10 36,000 162 3.205.054 26.23%
50,001 10 100,000 15 1,085.979 8.89%
100,001 10 1,000,000 10 2,851.441 23.34%
1.000,001 plus 1 1,411,905 11.56%
Totals 2,565 12,216,658 100.00%
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