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The Directors of ING Bank {Australia) Limited (“the Bank™)
submit thair rapont, togather with the financial report of the
Bank ang its controlled entity, IDS Teust 2008-1, for the
year ended 31 December 2009.

The names and delails of the Directors of the Bank holding
office during the financial year and until the date of this
report are set aut below together with details of thelr
qualifications and special responsibilities. -

DIRECTORS' QUALIFICATIONS AND SPECIAL
RESPONSIBILITIES

Phillip Robert Shirriff, BA, FCPA, FCIS, FCIM, AAII,
AICD, Chalrman

Mr Shirmff was appointed Director of the Bank in July 1985
ang Chairman in May 2004. He Is a member of the Audil
Committes and becama a member of the Risk Commitiee
an 1 January 2009, Mr Shimif will be Chairman of the
Remuneration and Nomination Committee when it
commences in 2010,

Evert Derks Drok, MEc, LLM, Chief Executive Officer

Mr Drok was appointed Director in November 2005 and
Chief Executive Officer with effect from 1 February 2006.
He was a member of the Risk Committee until 1 June
2009. Mr Drak resigned as Director and Chief Executive
Ofiicer an 1 June 2009.

Dirk Herman Harryvan, MEc

Mr Harryvan was appointed Director in July 2006. He was
Chief Executive Officer of ING Direct NV and a member of
the Executive Board of ING Groep NV. He was a member
of the Audit Committee and became a member of tha Risk
Committee on 1 January 2009. Mr Harryvan resigned as
Director (and Chief Executive Officer) of ING Direct NV,
Director of ING Graap NV and Diractor of the Bank, on 31
December 2009.

frena Yun Llen Lee, BA, Barrister-at-Law

Ms Lea was appointed Director In December 2005. Ms Lee
is a member of the Audit Committee and on 1 January
2009 became the Chair of the Risk Commitiee.

Hugh Douglas Harley, LLE (Hons), BEc (Hons), M.Phi),
SF (Fin)

Mr Harley was appointed Direclor in July 2007. He
became a member of the Risk Committee from 1 January
2009 and is also the Chairman of the Audit Committee, Mr
Harley has announced his intention to resign from the
Board in 2010 due to other profassional commitments.

Simonis Marta Hubertus Tellings

Mr Tellings was appointed Director in March 2007. He is a
member of the Audit Committee and became a member of
the Risk Committea on 1 January 2009. Mr Tellings will
became a member of the Remuneration and Nomination
Committee when it commences in 2010.
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Donald Joseph Koch, Masters in Banking and Finance,
Chief Executive Officar

Mr Koch was appointed Director and Chief Executive
Officer on 1 June 2009. He became a membar of the
Risk Committee on 1 Juns 2009.

Michael Katz, BComm (.I-Ions)

Mr Katz was appointed Director in January 2010. Mr Katz
is a member of the Audit and Risk Committees and will be
a member of the Remuneration and Nomination
Committea when it commences in 2010.

Jahn Masters, BComm (Hons), Barrister-at-Law

Mr Masters was appointed Director in January 2010. Mr
Masters is a member of the Audit and Risk Committees.

Vaughn Nigal Richtor, BA {(Hons), MCT Dip {Corp Fin)

Mr Richior was appointed Director in February 2010. Mr
Richtor is a mamber of the Audit and Risk Committees,

MEETINGS OF DIRECTORS

Director (eligible to Number Kumber
attend] Hold Attendod
E O Drok 3 3

H O Harley 8 8

O H Harryvan [ 2

O J Koch 5 5
I¥Lles ) 7

P R Shirff B 8

S M H Tellings 8 6
COMMITTEE MEETINGS

Dlrector {eligible to | Audit Audit Risk Risk
attend) Held Attanded Held | Artended
E D Dok NA NA 1 1
H O Harley 8 ] 4 4
D H Harryvan 6 | v] q 0
D J Koch NA NA 3 3
1YLLee 4 4
P R Shiniff 4 4
S M H Tetlings 4 4
COMPANY SECRETARY

Matthaw Wade Sinnamon, LLB, B.Bus, Salicitor

Mr Sinnamon was appainted Company Secretary and
Head of Legal & Complianca in December 2007. Mr
Sinnamon attends all meetings of the Board and its
Committees.
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CORPORATE STRUCTURE

ING Bank (Australia) Limited (“the Bank™) is a company
Incorporated and domiciled in Australia, The registerad
office and principal placs of business of the Bank is Level
14, 140 Sussex Street, Sydney NSW 2000. its ultimate
parent entity is ING Groep NV. ING Bank {Australia)
Limited is the legal entity. The Bank, trading as “ING
DIRECT", has three operating divisions: Mortgages,
Savings, and Commercial Loans.

NATURE OF OPERATIONS AND PRINCIPAL
ACTIVITIES

The principal activity of the Bank during the year was the
provision of banking and related services. There have
bean no significant changes in the nature of thase
aclivities during the year.

EMPLOYEES

The 8ank employad 917 permanent employess as at 31
Dacamber 2009 (2008: 802 employees).

CEC'S YEAR IN REVIEW

2009 has seen a retum to mare normal market conditions
in Australia following the turmoil of the global financial
crisis in late 2008, Consumer and market confidence has
been bolstared via significant monstary and fiscal
stimulus, as well as the continuation of the Australian
govemment depasit guarantee and wholesale funding
guarantee.

The Bank has performed exceptionally weli in 2008,
consolidating ils position as Austratia’s 5 |argest retail
bank in household savings and mortgages. The Bank,
generated a net profit after tax of $263.7 million for tha
yaar, a record profit for the Bank and an increase of 45%
from our 2008 result of $182.1 million.

Globally, 2009 has seen significant changes for ING
Group. As part of a restructuring plan lo satisfy the
European Commissicn, ING Group announced in October
an intention to reduce its size. Two key outcomes from this
are the intention to separate and sell the global insurance
businasses and {o sell ING Direct USA. The new structure
will bring the glabal ING Direct organisation together

with the rest of ING's retail banking businesses to make
one bank. These changes have nol impagled, and are not
expectled to impact, ING DIRECT Australia in any malerial
way.
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Savings

Qur savings portfolio has delivered a strong tumaround
from 2008 performance, with 2009 net portfolio growth of
$2.4 billion. As at 31 Decembrer 2009, our total savings
portfalio was $21.2 billion, an increase 12.8%.

We have also delivered soma exciting new product
inttiatives in 2009, with the launch of a Business Term
Deposit product and our Orange Everyday transaction
account.

The launch of the “fee free® Orange Everyday account has
raised the Bank's profile as a challenger brand and
customer champion in Australian banking. Orange
Everyday will also provide a strong platform for continued
savings growth in 2010,

Residential Mortgages

The Bank targeled a reduced rale of growth in residential
mortgages in 2009, with the aim of increasing the
proportion of loans funded from retail deposits.

The Bank's retail merigage portfolio increased $1.2 bilfion
in 2009, down 87% from $3.8 biliion growth in 2008, As at
31 December 2009, our tota! residential morigage portfolio
was $35.6 biflion, still a year on year increase of 3.5%.

Qur conservative approach to residential mortgage growth
led us to introduce a number of policy changes intended to
optimise portfolio quality. Qur portfolio continued to
demonstrate strong credit quality in 2009, with armears and
default levels performing at least in line with industry
benchmarks. We also increased balance shest provisions
for this portfolio to 538.9 million from $21.7 million during
2009.

MNotwithstanding our prudent approach in the short term,
the Bank is committed to remaining a significant
competitor in the residential morigage market. We
conlinue ta invest in our residential martgage capabilities
with a view to ensuring long term success, including the
launch in November of our new mortgage offset product -
Orange Advantage.

Commercial Loans

In line with ING's global strategy, the Bank has pursuved a
flat-line growth strategy for the commercial loans portfolio
in 2009. In 2009, Commercial Propernty Finance ("CPF"}
decreased its portiolio by $276 million to $2.9 billion. The
overall commerciat loans portfolio was $3.5 billion as at 31
December 2009

In the face of an extremely challenging commercial
property environment, provisioning within the CPF portfolio
has been increased to $43.8 million as at 31 Decamber
2009. This is an increase of $40.8 million compared to 31
December 2008 and reftects the helghtened risk in the
cument market. The overall portfclio, however, continues
to perforn strongly.

i
|
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Funding & Liquidity

Qver tha course of 2009 the Bank has significantly rebuilt
its Balanca Shaet in order to adapt to the new order in
funding and liquicity management. Apart frem accelerating
growth In our savings portfolio, the Bank has been an
activa issuer of Australian Government Guaranteed
Medium Term Notes, with $8.1 billien of new issuance
during the year. Thase steps aliowed us to increase the
proportion of long term funding and to lengthen the
average lenor, as well as to maintain historically high
levels of on-balance sheet liquidity. The Bank also reduced
the amount of shon tarm whaolesale funding. At year end,
conditions in wholesale funding markets remained difficult.
However, the Bank's key funding and Yiquidity ratios are all
strong and our balance sheet structure is sound,

Capital

The Bank's iotal regulatory capital ratio improved from
12.8% at tha end of 2008 to 13.0% at tha end of 2009.
This represants a very consarvative level of capitalisatlon,
which is adequate to support all current growth ptans over
the medium term. We have also commenced a program
to achieve Basel || Advanced status, including active and
ongoing engagement with tha regulator during 2009. The
program will conlinue during 2010.

Cost Management

ING DIRECT has continued its *diet” in 2009, focusing on
efficiency and low cost delivery. In conjunction with a 41%
increase in income from 2008 to 2009, this focus has
resulted in a reduction in our cost to income ratio, falling
from 41.7% in 2008 1o 31.3% in 2009. This result
highlights the effectiveness of cur low cost model relative
to our competitors and the efficiency gains achieved
throughout the year.

Our People

The energy, commitment and talent of our smployaes
remained our key compelitive advantage during 2009. Our
atiility to deliver cutstanding customer sarvice, great
product value and reduced costs. as we!l as to win industry
awards is a direct result of thelr hard work and dedication.
2009 was a difficult and challenging year for ING DIRECT,
including the launch of Orangs Everyday and Orange
Advantage, but our people remained highty engaged and
molivated throughout the year. | thank them lor their
outstanding perfermance.

OQur Customars

Our customer service standards continue to fead the
industry. Wa have achieved the highest Net Promoter
Score (a measure of the number of customers who would
recommend the Bank) amongst all financial institulions in
Australia in 2009.
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Awards

ING DIRECT was honoured with three awards in the
annual 2010 'Best of the Best’ awards by Industry
publicalion Money Magazine. Most notably we won first
place with Orange Everyday, our new transaction ac¢ount,
in the ‘Best New Innovative Banking Product’ category.

in the Community

ING entities in Australia have developed stronger
community links by donating more than §1 miltien

in employee volunteer time, staff fundraising and cash
grants to the ING Foundation and its chanty partners.
Over 600 ING employeas volunteered over 4,800 hours of
their ime through individual, ieam and skliled voluntaering
in the community in 2009. Staff fundraising and financial
grants also supported children in need through donations
to a range of charities including The Spastic Centre.
Barmardos and UNICEF.

Environment

In 2009, the Bank donated over $100,000 to fund research
into the rare and endangared Snubfin Dalphin. The monay
aliowed the World Wilglife Fund to expand data collection
to the Great Barier Resef where a number of small pods of
snublins have been sighted.

During tha yaar, 40,000 of our customers directly
contribuled to the research by switching from paper to
electronic statemants. ING DIRECT donated 32 for every
switch.,

Qutlook

ING DIRECT is we!l positioned for strong performanca in
2010 and inle the future. The Bank’'s 2009 profit result is
e highest in its history, and the taunch of Orange
Everyday to the market has reinforced ING DIRECT's
position as the real altemative o the "Blg 4° banks In
Australia.

Far 2010, we alm for continuing abave marke! growth in
our savings portfolio, increased though stiit conservative
net growth in residential mortgages and mainienance of a
steady state in our CPF portfolio. Wa will continua the task
of strengthening our Balance Sheet through improvemsants
in our funding profile and strectural liquidity and we will
work towards achieving indusiry best practice in risk and
capital management. Most importantly, in 2010 we alm to
reraln the industry leader in customer salisfaction, as well
as being one of Austraiia's best places to work.

Qur strategy for 2010 and beyond has bean formulated to
achieve our vision to become “Australians’ favourite place
for money” and daliver tong term, sustainable profit growah.

| look forward to a promising and exciting 2010 and
beyond.

Don Koch
Chief Execulive Officer
ING DIRECT Austraiia
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SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

Total equity at 31 December 2009 was $2,156 miflion
{2008 - $1.938 million). The movement was dus o
increased profits for the year plus the movement in
Balance Sheet reserves.

During the year, the Bank continued to invast in the IDS
Trust 2008-1, which is a consolidated subsidiary of the
Bank.

SIGNIFICANT EVENTS AFTER THE BALANCE DATE

No significant events have occurred since the batance
dale that would materially impact on the financial position
of the Bank as disclosed in the Balanca Sheet at 21
December 2009, or on the results and cash fiows of the
Bank for the year ended on that date.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

In the opinion of the Directors, disclosure of any further
information about likely developmants in the Bank's
operations in future financial years and the expectad
resuits of those cperations has not been included in this
report because disclasurg of the infarmation would be
likely to result in unreasenable prejudice to the Bank,

ROUNDING

The amounts contained in this report and in the financial
repont have been munded to the nearest $1,000 {where
rounding is applicable} under the oplion available to the
Bank under ASIC Class Order No. 98/0100. The Bank is
an entity ta which tha Class Order applies.

f tha Ditaclors.

Phillip R Shimiff
Chairman

Sydney
25 February 2010
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INDEMNIFICATION AND INSURANCE OF DIRECTORS
AND OFFICERS

The Articles of the Bank require it to indemnify all current
and lormer officers of the Bank against:

»  any liability for cosls and expenses which may be
incurred by that person in defending civil or ciminal
proceedings in which judgament is given in that
person's favour or in which Lhe person is acquitted or
in conneclion with an application in relation to any
such proceedings in which the court grants refief to
the person under the Corporations Act 2001; and

¢ aliability incurred by the person, as an officer of the
Bank or a ralated body corporate, to another persan
(other than the Bank or a related body corporate)
unless the liability arises out of conduct involving a
lack of good faith.

During the reporting period, the Bank paid an insurance
premium in respect of a contract insuring each of the
Diractors of tha Bank named earlier in this report and each
full time executiva officer, director and secratary. The
amount of the premium is confidential under the terms of
the insurance contract. The liabilities insured include caosts
and axpenses thal may be incurred in defending civil or
criminal proceedings that may be brought against the
officers in their capacity as officars of the Bank or a related
body corporate.

Donald J Koch
Director
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Auditor's Independence Declaration to the Directors of ING Bank
(Australia) Limited

In relation to our audit of the financial report of ING Bank (Australia) Limited for the financial year ended
31 December 2009, to the best of my knowledge and belief, there have been no contraventions of the
auditor independence requirements of the Corporations Act 2001 or any applicable code of professional
conduct.

Ernst & Young

N

Steve Ferguson
Partner
25 February 2010

Liab:hiy imlted Dy ¢ Scheme approved
unger Profassional Standargs Legisiation
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BOARD RESPONSIBILITIES

The Board of Directors of the Bank is responsible for
corporate govemance,

Composition of the Board

The Board comprises seven Non-Executive Directors (two
of whom are represantatives of ING Groep NV) and ona
Exscutive Director at the date of this report. The Chalman
is a Non-Exacutive Director. The Board met eight times
this year with 2 minimum meeting requirement of at least
three times a year.

Board Responsibilities

The Board acts on behalfl of and is accountable to
sharehaiders. Board members have the experence and
qualifications to discharge this duty as set out in the
Directors' Repont. The Board is subject to the prudential
requirements of the Australian Prudential Regulation
Authority ("APRA") and indeed seeks to identify and
ensure compliance with ail regulatory and ethical
expectalions and obligations. In addition, the Board is
rasponsible for idenlifying areas of significant business risk
and ensuring arrangements are in place to manage those
tisks. The Board also reviews the corporate govemance
policies and proceduras of fhe Bank at least once every
year and has axternal experts address it on best practica
and developmants in corporate govemance, risk
management and other issues of interest and concem to
the Board.

To maintain Director indepandence and objectivity a
maijority of Directors are not exscutivas of the Bank.
Externa! Directors are appuainted for an initial term of four
years,

The responsibility for the operalion and administration of
the Bank is delegated by the Board to the Chief Executive
Cfficer, who is responsible for the Executive Team being
appropriately qualified and experienced to discharge their
responsibilities. The Board has in ptace procedures to
assess the performance of the Chief Executive Officer and
reviews the Chief Execulive Officer's performance and
remuneration annually.

The Chief Executive Officer regularly attends Board
meelings and provides information, analysis and
commaentary to the Beard. The Chief Executive Officer is
entitied to one vote at Direclors’ meetings and parlicipates
at Board meetings in all mattars other than where he has a
conflict, for example whers his performance or
remuneration is being reviewed.

ING Groep NV global succassion planning procedures
idantify candidates to fill the positicn of Chief Executive
Officer (if it becomes vacant) and provides other
altemative candidates so there is continuity of leadership
regardless of the cincumstances.

The Board seeks [0 align management's objectives and
activities with the expectations and risks identified by the

ING Bark (Australia) Limited and controlled entity
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Board. The Board has a number of mechanisms in place
1o achieve this. |n addition to the esiablishment of the
Committees referred to below, the mechanisms include the
following:

{i} Board monitoring of performance againsi a strategic
plan which encompasses the Bank's vision, mission and
strateqgy statements which are designed to meeat
shareholders' needs, regulatory requirements and manage
business risks. The strategic plan is a dynamic document
and the Board is actively involved in developing and
approving initiatives and strategies designed to foster the
growth and success of the Bank,

(i) Development and implementation of operaling plans
and budgets by management and the Board monitoring
progress against thosae plans and budgets.

(i) Remuneration incentives aligned with the Medium
Tarm Plan of tha Bank.

To assist in the fulfilment of its responsibilities the Board
has instituted several Committees that operate under
charters approved by the Board.

To ensure that all retevant issues are addressed batween
meetings of the Board and its Committees, there are also
various Commitiees at a business unit level. These include
a Credit Committes, an Assel and Liability Commitiee, an
Operational Risk Committee, a Prioritisation Review
Commitiee and a Provisioning Committee. These business
unit lave] Committeas are run by Sanior Executives who
report to the Chief Executive Officer.

Audit Committee

This Committee, chaired by H D Harlay, assists the Boara
with regard 10 its responsibility for overseeing that an
effactive internal control framewark axists within the Bank.
This includes intemal controls to deal with both the
effectivensess and efficiency of significant business
processas which involve safeguarding of assets, the
maintenance of propar accounting records as well as
non-financial considerations such as the benchmarking of
operational key performance indicators. The Committee
assists the Board in the establishment and maintenance of
a framework of internal control and ethical standards for
the managemant of the Bank. This Committee meets at
least three times a year in the first, second and fourth
quarters of the calendar year.

The Committee also provides the Board with additional
assurance regarding the reliability of financial infarmation
far inclusion in the annual repart and is responsible for
directing and monitoring the internal audit function and
reviswing the adequacy of the scope of the extemal audit,




Corporate Governance Statement

BCARD RESPONSIBILITIES (CONTINUED)

Further, this Committee monitors that management
effeclively deals with issues raised by both intemal and
external audit and that the extamal auditors are
satisfactorily discharging their duties.

Risk Committee

The Risk Commitiee, chaired by 1 Y L Lese, is responsible
for overseeing the Bank’s assessment and management of
credtt risk, market risk and operational risk including
insurance, legal and complianca matiers. The Risk
Committee ensures a holistic approach to risk
management within the Bank. It ensures the Bank
maintaing its established policy of effective and informed
risk management, reporting to the Board as nacessary,
and being available lo meet with regulatars (such as ASIC
and APRA]) on behalf of the Bank, when requested.

This Committee genarally meets on the same day as the
meeting of the Board.

Remuneration and Nomination Committes

The Board will establish a Remungration and Nomination
Committee in 2010. The Commitiea will gnsure that the
Bank's remuneration amangements support its strategy
and enable the recruitment, motivation and retention of
Sanior Executivas. The Committee will also ensure
compliance with the requirements of regulatory and
govemance bodies, satisfying the expectations of
shareholders and remaining consistent with the
expectations of the wider employes population.

The Remuneration and Nomination Commitiee wili be
chaired by P R Shiriff.

All Committees perform additional functions as the Board
of Directors may from time to time require. These other
functicns are required of the Committes by applicable
legisiation or by any relevant regulatory authority. The
Committees seek expert advice, when appropriate,
including when material contentious items arise. With
thesa Committees in place the Board can more effectively
ensure the compliance, monitoring and review af all
aspects of the Bank's business.

ING Bank {Australia) Limitad and controlled entity
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Financial Statements

Income Statement for the year ended 31 December 2009
e

Consolidated Bank
amounts in thousands of dollars Note 2009 2008 2009 2008
Interast Income 2,605,025 3,389,139 2,605,733 3.389.031
Interest expense (1,967,165) {2.941.668) {1,967,165) (2.941.666)
Nét intevest income 5 638,760 447473 638,568 447,425
Nat non-interast ingome 17,903 17,821 17,903 17.821
Total operating incoms 4 656,663 465,284 858,471 465,246
Employment expenses {98,842) (83,048) {88,842) (93,048}
Advertising expenses : (39,083 (35.372) {38,083) (35.372)
Depreciation and amortisation expanses {16,953) {(10.788) {18,933) {10,788}
Qccupancy axpenses (11.852) (11.372) {11,952) {11,372}
Technology expenses {8,312) {10.326) 9,312) {10,326}
Cther expenses {29.373) (32.876) {29,181) {32.828)
Total operating expenses 4 (205,927 {193.782) (205,335) {193.734)
Loan loss provisions q {76.274) (12,702} (76,274} {12.702)
Operating profit before tax 374,862 258,810 374,862 258,810
Income tax expense 6 {111,158} {76,722) (111,058) (76,621}
Proflt for tho yaar 283.72.4_ 182,068 25&03 181,989

ING Bank (Austrafia) Limited and controlled entity
Annual Repon 2009 10
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Statement of Comprehensive Income for the year ended 31 December 2009

Consolidated Bank
amounts in thousands of dollars 2009 2008 2009 2008
Prafit for the year 263,704 182,088 283,803 181.969
Unraalised revaluations nat of tax:
Available for sale financial assets 25,484 (6,026) 25,484 {8,028)
Cash flow hedg‘e 127,168 (178,510) 127,766 {178.510)
Total amount recognised directly In equity 153,250 {184,538) 153,250 [184,536)
Total comprehensive incoma 416,854 - {2.448) 417,053 2.547

ING Bank (Australla) Limited and controlled entity
Annuz| Report 2009 ')




Financial Statements

Balance Sheet as at 31 December 2009
""" ]}

Consolidated Bank
amounts in thousands of dollars Note 2009 2008 2009 2008
ASSETS
Cash and cash equivalents 0 661,479 718,843 861,479 718,843
Avallable for sale financial assels 1 7,123,035 6,878.414 7.123,035 6,878,414
Loans and advances 12 39,307,885 38,998,197 39,307,885 38,998,197
Derivative assets 13 58,648 956,330 58,648 056,330
Recasivables and other assats 14 163,104 191,960 183,104 191,880
Defarred tax asselts & 39,942 67.931 39,842 67.432
Property. plant and equipmant 15 43,104 41,553 43,104 41,553
Tota) assets 47,397,197 47,852,828 47,307,147 47 852,729
LIABILITIES
Depasits 16 21,221,810 18,800,207 21,221,810 18,800,207
Deposits payable to other financial instittions 17 9,070,008 15,578,793 9,070,008 15,578,793
Derivative labllittes 13 261,331 422,034 281,331 422,034
Credilors and gther liabifties ' 18 387,748 282,278 387,748 282,278
Debt Igsues 18 14,001,484 10,823,760 14,091,484 10,823,760
Provisions 20 8,597 7431 8,587 7.431
Total liabilities 45,040,958 45,914,503 45,040,958 45,914,503
Nat asgats 2,358,239 1,938,325 2,358,239 1.938.226
EQUITY
Contributed aquity 21 1,334,000 1,334,000 1,334,000 1,334,000
Reserves 2 40,528 {197.171) 40,528 {197.171)
Retained profits . 23 981,711 801,496 981,711 801,397
Tolal equity 2,356,238 1,938,325 2,358,239 1,938.226

ING Bank {Australia) Limited and controlled entity
Annual Report 2009 12




Financial Statements

Statement of Changes in Equity for the year ended 31 December 2009
- - " -

Consolidated

31 December 2009

Retained
2amings

Available for
53l9 raserve

801,498

263,704
{83,489)

(10,830}
25,484

981,714

14,654

Retained
eamings

Available for
salp reserve

619,408
182,088

{4.804)
{8.026)

801,496

(10,830)

Retained

eamings

Cashflow Available for

sale reserve

801,397
263,803
(83,489)

(10.830)
25,484

Issued
amounts in thousands of daflars capital
As at 1 January 2009 1,334,000

Total comprehansive income -
Ganeral Reserve for Credil Losses .
Share-based payment plan -
As at 31 December 2009 1,334,000
31 Dacember 2008
. Issued
amounts in thousands of dollars capital .
As at 1 January 2008 1.334.000
Total comprehensive income -
Share-based paymenit plan
As at 31 December 2008 1,334,000
Bank
31 Decembar 2008
. Issued
amounis in thausands of dollars capilal
As at 1 January 2009 1,334,000
Tatal comprehensive income -
General Reserve for Credit Losses -
Share-based payment plan -
As at 31 December 2009 1,334,000

31 Decembar 2008

81,71

14,654

amounts in thousands of dollars

issued  Other cagital

Retained

23Mings

Available for
sale reserve

619,408
181,989

(4,804)
(6.026)

capital

As at 1 January 2008 1,334,000
Total comprehensive incoma

Share-based paymaent plan -

As at 31 December 2008 1,334,000

2,495 501,397

(10,830
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Financial Statements

Cash Flow Statement for the year ended 31 December 2009

Consolidatad

Bank
amounlts in thousands of dollars Note 2009 2008 2009 2008
Cash flows from operating activities
Qperating profit before tax 374,862 258,810 374,882 258,810
Adjustments for:
depreciation and amortisation expensas 16,953 10,788 16,9558 10,788
joan loss provisions 78,274 12.702 16,274 12,702
other 143,618 101,570 143,618 101.570
Taxes paid (61,758} (44.856) (61,759} {44.856)
Changes in:
loans and advances (304,688) {4.743,835) 1309,684) (4,743,835)
derivatives 736,979 {631,383) 738,879 (631,383)
recelvables and other assets 26,356 {383,506) 28,856 (383,506)
croditors and other Habilites 19,148 24.860 19,146 24,860
deposits 2.421,603 (1,401,925) 241,603 (1.40,825)
Nat cash flows from gparating activiiles 3,448,044 {6,796,775) 3,448 844 (6,796,775)
Cash Rows from Investing activities
Changes in:
available for sale financial assets (244,621) 258,028 {244, 621) 259,028
property, plant and equipment {18,306} {34,744) {18,508) (34,744)
Not cash Alows from {nvesting activities {263,127} 224,282 {283,120 224,282
Cash flows from financing activities
Changas in:
deposits payable 1o other financiat institvtians (8,508,788) 4,127,558 (8,508,785) 4,127,558
debt issues 3,267,704 2,732,704 3,267,704 2,732,704
Neol cash flows from financing activitios {4,241,081) 6.860.262 (3,241,081) 8,860,262
Net cash flows {57.364) 287.769 {57,304) 287.769
Cash and cash equivatents at beginning of year 718,843 431,074 718,843 431,072
Cash and cash cquivalents at end of year 10 681,479 718,843 £61,479 718,843

Interest income recognised for the year inctuded $2.636 billion in cash received (2008 - $3.284 billion} for the Bank and the Group. Interesi
expense recognised for the yaar included $1.958 billion in cash paid (2008 - $2.821 billlon} for the Bank and the Group.
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Notes to the Financial Statements

1. CORPORATE (NFORMATION

ING Bank {Australia) Limited (the "Bank")is a cbmpany incorporated and domiciled in Australis. The registered office and
principal place of business of the Bank is Level 14, 140 Sussex Street, Sydney NSW 2000. The ultimate parent entity of the
Bank is ING Groep NV.

The financial repart for the year ended 31 December 2009 is comprised of the Bank and its controlled entity, DS Trust 2008-1
{*the Group”) and was authorised for issue in accordance with a resalution of the Directors on 25" February 2010.

The nature of the operations and principal activities of the Group are described in the Diractors” Repon.
2 SIGNIFICANT ACCOUNTING POLICIES
Prassntad below are the principal accounting policies adopled in preparing the accounts of the Group.

Basis of praparation

The financial report is a general purpose hnancial report which has been prepared on a historical cost bagis, except for
financial instruments stated at fair value, in accordance with the requiremants of the Gorporations Act 2001, Australian
Accounting Standards and other authoritative pronouncements of the Australian Accounting Standards Board.

The financial report is presented in Australian Dollars and all values are rounded to the nearest thousand dollars ($000) unless
otherwise stated.

Statement of compliance

The financial repart complies with Australian Accounting Standands and Internationa! Financia! Reporting Standards (IFRS")
and interpretations.

New accounting standards and interpretations
The following standards and interpretations became effective in 2009 and are relevant to the Group:

* AASB 2007-08 ‘Amendmoenis to Australian Accounting Standards’ arising from AASB 101 ‘Presantation of Financial
Statements'. The amendments affect several standards arising from the application of AASB 101;

* AASB 2008-1 ‘Amendmentis o Australian Accounting Standards - Share-based Payments: Vasting Conditions and
Canceflations”. The amendmants clarify the definition of “vesting conditions®, introducing the term “non-vesting conditions” for
conditions other than vesting conditions;

* AASB 2008-5 ‘Amendmenis fo Australian Accounting Standards arising from the Annual improvements Project’ and AASB
2008-8 ‘Further Amendments (0 Australian Accounting Standeards ansing from the Annual Impraverments Project’ detait
numerous non-urgent but necessary changes to accounting standards arising from the IASB's annual improvemant project;

* AASB 2008-8 "Amendments to Austratian Accounting Standards - Efigible Hedged ltems”. This standard makes amendments
te AASB 139. The amandmaents clarify how the principles that determine whether a hedged risk or portion of cash flows is
eligible for designation as a hedged item, should be applied in particular situations;

* AASB 2009-2 ‘Amendmaents to Ausiralian Accounting Standards - Improving Disclosuras about Financial Instruments’.

Amendments to several standards and requires disclosure of valuation techniques used to determine the carrying value of
financial instruments held at fair value;

» AASB 2009-6 ‘Amendments to Australian Accounting Standards’. The amendments make additional amendments arising
from the issue of the revised AASB 101 which were omitted from or incorrectly stated in AASB 2007-8;

+ AASB 8 'Operating Segments" The changes furlher align operaling segment reporting with intemal reporting to key
managemeant personnel;

+ AASB 101 Presentation of Financial Sfatements’. The amendmenis affecl the presentation of owner changes in equity and of

comprehensive income. The changes do not impact recognition, measurement or disclosure of specific transaclions and
events required by other standards;

ING Bank {Australia) Limited and controfed entity
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2. SIGNIFICANT ACCOUNTING POLICIES (CONTIMUED)

Thae following new standards, amendments to existing standards and new interpretations have been idenlified as applicable to
the Group. They are available for early adoption at 31 Decembar 2009, but have not baen applied in preparing this financial
report:

o AASB 200%-4 ‘Amendments (o Auslralian Accounting Standards arising from the Annual Improvemants Project’. Non-urgent
amendments to several accounling standards arising from the annual improvements project;

«  AASB 2009-5 'Further amendmenis to Ausiralian Accounting Standards arising from the Annual Improvements Project’.
Further non-urgent amendments to several accounting standards arising from the annual improvements project;

«  AASB 2009-7 ‘Amendments o Australian Accounting Standards’. Amendments made (o AASB 5, 7, 139 and Interpretation 17
to correct errors thal occurred in AASB 2008-12;

« AASB 9 Financial Instrumeants’. Includes requirements for the classification and measurement of financial assets resulting
from the first part of Phase 1 of the IASB’s project to replace |AS 39 Financial Instruments: Recognition and Measurgrnant
(AASB 139 Financial Instruments: Recognition and Measuremeni). These requirements improve and simplify the approach
for classification and measurement of financial assets compared with the raquirements of AASB 135.

The impact for the Group of the above revised standards and interpretations has not yet been determined,
!

Cansolidation

The consolidated Financia! Statements include the Financial Statements of the Bank and all entities where it is determined that
there is a capacity to control the entity. Under AASB 127, control exists when the Bank has the power, either directly or
indirectly, to govern the financial and operating policies of an entily so as {o obtain benefits from ils aclivities.

The 105 Trust 2008-1 (“the Trust™}, which is involved in the securitisation of the Bank’s assets, has been consolidated. The
basis for consalidation is that the Bank hag retained all residual benafits from the Trust's activities and the residual awnership
risks related lo the Trust's assats.

Foreign currencies
Functional and presentation currancy

Bath the functional and presentation currancy of the Group is Australian Doilars.

Transactions and balances

Transaclions in foreign currencies are initially recorded in the functional currency by applying the exchange rates ruling at the
date of the transaction. Monetary assets and fiabilities denominated in foreign cumancies are transiated at the rate of exchange
tuling at the balance sheet date. '

Foreign currency swaps are valued at fair value using the appropriale markel rates al balance date. Unrealised profits and
losses arising from these revaluations are recognised in ‘net non-interast income’ in the Income Statement.

Cash and cash equivalents

Cash and cash equivalents in the Balance Sheet comprise cash on hand, in banks and 11 am call daposits. These are readily
convertible to known amounts of cash which are subject to insignificant risk of changes in value.

Far the purposes of the Cash Flow Statement, cash and cash equivalents consist of cash and cash equivalenis as defined
above, net of outstanding bank overdrafis.

Financial instruments

Financial instruments within the scope of AASB 139 are classified inlo one of the followlng categories which determines their
measuremeant basis:

« Available for sale

« Loans and advances

« Liabilitles at amortised cost

+ Darivalives
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2, SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Ali purchases and sales of financial assets classified as available for sale that require delivery within the time {rame established
by regulation or market convention, are recognised at trade date, that is the date that the Group commits to purchase ar sall
the asset and are measured at falr value. Loans and receivables are recognised at setilement date, which is the date that the
Group receivas or delivars the assel.

Available for sale financial assets

Available for sale financial assets are those that are designated as such or do not qualify to be classified as designated at fair
vaiue through the income Statement, held lo maturity or foans and advances. Such securities are available for sale and may
be sald should the need arise, including capital and liquidity needs or changes in market conditions.

Afer initial measuremenl, available (or sale financial assals are subsequently measured at fair value plus transaction costs.
Fair values of quoted investments in active markets are basad on currgnt bid prices.

Unrealised gains and losses arising from changes in the fair value are recognised directly in the available for sale reserve In
comprehensive income until the asset is derecognised or impaired, at which time the cumutative gain or loss wilt be recognised
in the Income Statement.

Loans and advances, receivables and other assels

Loans and advances, receivables and other assets are non-derivative financial assets with fixad or determinable payments and
fixed maturities that are not quoted in an active market. They inciude all secured loans made to retail and commerciai
borrawers, intar bank loans and levarage leases. After initial measurement loans and advances, receivables and other assels
are held at amartised cost using the effective yield method.

Securitisation

The Bank has sold to the Trust the equitable rights 10 mortgages selected for securitisation. The Trust is a special purpose
vehicle that issues securities under the intamal sacuritisation program, for the purpase of liquidity management. The Trust has
been consclidated into the Group.

While the Bank has transferred ils contractual rights to receive the cash flows from the securitised morigages over to the Trust,
it has retained substantially all risks and rewards of these cash flows by virtue of the ownership of the residual incame unit.
The residual income unit issued by the Trust entittes the Bank to any residual income of the Trust after all note-holder
repayments and costs of the Trust have been met. Accordingly, the securitised mortgages do not meet the criteria for
derecognition within the Bank and will continue to be included within both the accounts of the Bank and of the Group.

Repurchage and reverse purchase agreements

Securities sold subject to repurchase agresments are ratained in their respective balanca sheet categories as neithar the risks
nor rewards have been transferred away from the Group. The counterparty liability is included in deposits and deposils payable
to other financial institutions, as appropriate, based upon the counterparty to tha transaction.

Liabilities at amortised cost

s Deposits and deposils payable to other financial institutions

Deposits Include term deposits and at call deposits. Daposits payable to other financial institutions also includa negotiable
certificates of deposits. Deposits and deposits payable to other financial institutions are recagnised initially at tha fair value
of the consideralion received. Any difference between the amounts recognised, net of transaction costs, and the
redemption value is brought to account in the Income Statement over the period of thesa liabilities using the effective
interest rate methed.

« Dabtissues

Debl issues are short and long term debt issues of the Group including redeemable preference shares and medium term
notes.

Derivalives and hedge accounting

The Group uses S!erivalive financial instruments such as interest rate swaps and crass cumency swaps as part of its risk
managemen! activities to manage exposures 1o interest rate and foreign currency risks.
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2. SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

Darivatives are recegnised at fair valug. Fair values are obtained from quoted market prices in active markets incfuding recent
markat lransactions and valyation techniques inc¢luding discountad cash flow models. All derivatives are camied as assels
when their fair valua is positive and as liabilitias when their fair value is negative.

The mathod of recognising tha resulting fair value gain or loss depends on whather the derivative is designated as a hedging
instrument and if so, the nature of the item being hedged. The Group designales certain derivativas as hedges of the fair value
of recognisad assets or llabilities (fair value hedges) or hedges of highly probable cash flows attributable to a recognised asset
or liability {(cash flow hedges).

Hedge accounting is used for derivatives designated in this way provided the criteria prescribed by AASB 139 are met.

At the inception of a hedge relationship, the Group formally designatas and documents the hedge relationship to which the
Group wishes to apply hedge accounting and the risk managemeant objectives and sirategies for underlaking the hedge. The
documentation includes identification of the hedging instrument, the hedged item or transaction, the nature of the risk baing
hedged and how the Group will assess the hedging instrument's effectiveness in offselling the exposure 1o changes in the
hedged item's fair value cr cash flows atiributable to the hedged risk. Such hedges are expected to be highly effective and are
assessed on an ongoing basis to determine that they actually have been highty effective throughout the financial reporting
pariod for which they were designated.

Cash liow hedges

For a derivative desighated as hedging a highly probabla cash flow exposure arising from a recognised asset or liability, the
gain or loss an the derivative associaled with the effective portion of the hedge is initially recognised in comprehensiva income
in the cash flow hedge reserve and reclassified into the Income Stalement when the hedge item is brought t¢ account. The gain
or foss relating to the ineffective portion of the hedge is recognised immediately in the Income Statament.

Falr value hedgas

For a derivative designated as hedging a fair value exposure arising from a recognised asset or iability, the gain or loss on the
derivativa is recognised in the Income Statemnent together with any changes in the fair value of the hedged asset or liability that
ig attributed to the hedged risk.

Leases

Leases are classified at their inception as either operating or finance leases based on the economic substance of the
agresment so as to reflect the risks and benefits incidental to ownership. Leverage lease receivables are recorded as loans
and advances which reflect the equity participation in the lease.

Operaling lease payments ara recognised as an expense in the Income Stalement an a siraight-lina basis over the lease term,
Operaling lease incentives are recognised as a liability when received and subsequenltly reduced by allocating lease payments
between rental expense and reduction of the lease liability.

The Group did not have any finance leases in place as at 31 Decembar 2009,

Lean loss provisions and impairment of other financial assets

The Group assesses periodically at each balance sheel date whather there is objective evidence that a financial asset or group
of financial assels is impaired. A financial asset or a group of financial assets is impaired and impairment losses are incurred if,
and only il, there is objective evidence of impaimant as a result of one or mare events thal occurred after the initial recognitian
of the asset but before the balance sheet date (a “loss gvent’) and that 1055 event (or events) has an impact on the estimated
future cash flows of the financial asset or group of financial assets that can be reliably estimated.

The fallowing circumstances, among others, are considered objective evidence that a financial asset or group of assets is
impaired:

+ The bemower has sought or has been placed in bankruptcy or similar protection and this leads to the avoidance or delays
in repaymant of the financial asset;

« The borrower has failed in the repayment of principal, interest or fees and the payment failure has remained unresolved for
a ceriain period,
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2 SIGNIFICANT ACCOUNTING POLICIES (CONTIMUED)

s The bomrower has demonstrated significant financial difficulty, to the extent that il will have 2 nsgative impact on the
expected future cash flows of the financial asset; and

« Historical experience, updated far current events where necessary, provides evidence that a proportion of a group of
assets is impaired although the related events that represent impairment triggers are not yet captured by the Group’s credit
risk systems.

The Group does not consider events that may be expected to occur in the future as objective evidence and consequently, they
are not used as a basis for concluding that a financial asset or group of assets is impaired.

In determining impairment, expected future cash flows are estimated on the basis of the contractual cash Bows of the assets In
the portfolic and historical loss exparience for assets with credit risk characteristics similar to thosa in the portolio. Histarical
loss exparience is adjusted on the basis of currant ohservable data to reflect the effects of current conditions that did not affact
the period on which the histarical loss experience is based and to remove the effects of conditions in the historical period that
do not exist currently. Losses expected as a result of future avents, no matter how likely, are not recognised.

The Group first assesses whether objective evidence of impaiment exists individually for financial assets that are individually
significant and then individually or collectively for financial assets that are nol individually significant. If the Group determinas
that no objeclive evidence of impairment exists for an individually assessed financial asset, whether significant or nal, it
includes the asset in a group of financial assets with similar credil risk characteristics and collectively assessas them for
impairment. Assets that are individually assessed for impairment and far which an impairmant loss is or continuas to be
recognised are not included in a collective assessment of impairment.

If there is objective evidance that an impairment loss on an assat camied at amortised cost has been incurred, the amount of
the loss is measured as the difference betwaeen the asset's camying amount and the present value af estimated future cash
flows, The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is
recognised in the Income Statement.

For the purposes of a collective evatuation of impairmment, financial assels are grouped on the basis of similar credil risk
characteristics. Those characteristics are relevant {o the estimation of future cash flows for groups of such assets by being
indicative of the debtors’ ability to pay all amounts due according to the contractual terms of the assets being evaluated. The
collective evaluation of impairment includes the apptication of a “loss confirmation period” to default probabilities. The loss
confirnation period is a concept which recognises that there is a period of time between the emergence of impairment triggers
and the point-in-time at which thase events are caplured by the Group's credit risk systems. Accordingly, the application of the
loss confirmation period ensures that impairments that are incurred but not yet identifled are adequately reflected in the
Group’'s provision for impairment.

When a loan is uncollectible, it is written off against the related provision for impairment. Such loans are written off after all the
necessary procedures have bean completed and the amount of the loss has been determined. Subsequent recoveries of
amounts pravigusly written off decrease the amount of the provision for impairment and are recognised in the income
Statement.

Recoverable amount of assels

Al each reporting date the Group assesses whethar there is any indication that an asset may be impaired. Where an indication
of impairment exists, the Group makes a formal astimate of recoverable amount (lower of value in use or fair value lass cost to

sell). Whera the carrying amount of an asset exceeds ils recoverabla amount, the asset is considered impaired and is written
down to its recoverable amount.

Property, plant and equipment

Property, plant and equipment is measured at historical cost and depreciated or amortised on a straight-line basis.
Qepreciation and amortisation rates used have been calculated o allocate the cost over the usehil life of the assets.

Major depreciation and amortisation periods are:

Category 2009 2008
Computer software Iyears dyears
Computer hardware 3 years 3 years
Leasshold improvements Tarm of lease Term of leage
Personal computers 3 years 3years
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2. SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

The carrying value of plant and equipment is reviewed for impairment when events or changes In circumstances indicate that
the camrying value may rot ba recoverable. Leasehold improvements are amoriised over the term of the lease.

For an asset that dogs not genarate largely independent cash flows, the racoverable amount is determined based on the cash-

generating unit to which the asset belongs. Whera tha carrying values exceed the estimated recoverable amount, the assels
or cash-generating unils are written down to their recoverable amount.

impalrment Jossss are recognised In the Income Stalement,

Derecognition
Dargcognition of financial assets

Financial assets are derecognised when the rights to receive cash flows irom the financial assets have expired or wherg the

Group has transferred substantially all isks and rewards of ownership. In this case it derecognises the financial asset as if it no

langer has control over the asset. In transfers where control over {he assel is retained, the Group continues (o recognise the
asset to the extent of its conlinuing involvement which is determined by the extent to which the Group is exposed to changes
the value of the asset.

Deracognition of fixed assels

An item of property, plant and equipment is deracognised upon disposal or whan no further future economic benefits are
expected from its use or disposal.

Any gain or loss arising on derecognition of the asset [caleulated as the difference between the nat disposable proceeds and
the camying amount of the asset) is included in the Income Statement in the year the assel is derecognised.

Taxation
Income tax expense comprises of current and deferrad income tax expenses based on applicable tax laws,

Bank

Deferred (ax assels and liabilities are recognised for temporary differences between the lax base and the accounting carrying

amount of an asset or liability in the Balance Sheet. A deferrad tax asset or fiability is nat recagnised it it arises from initial
recognilion of an asset or liability other than in a busingss combination and that, at the time of the transaction, affects neither
accounting profit nor taxable profit,

Ceferred lax assels are anly recognised for temporary differences to the extent that it is probable that future taxable amounts

will arise to utilise those temporary differences. Accordingly, deferred tax assels that relate to prior year tax and capital losses

have not been racognised in the accounts.

Defarred tax assets and liabiliies are measured al the 1ax rates that are expected to apply in the year when the asset is
reatised or tha liability is setiled, based on tax rates (and lax laws) that have been enacted ar substantively enacted by the
reporling date.

Income taxes relating to items recognised directly in equity or othar comprehensive income are recagnisad in aquity or other
comprehensive inceme and not in the Income Statemeant.

Trust

Income tax has nol been brought to account in refatian to the Trust as taxable income and gains are fully distributable to its
beneficiarias in accordance with the laws of the Income Tax Assessmeant Acts,

Other taxes
Revenues, expenses and assels are racognised net of the amount of Goods and Services Tax ("GST") except:

« when the GST incurred on a purchase of goods and sarvices is not recoverable from the taxation authority, in which case
the GST is recognised as part of the cost of acquisition of the asset or as part of the expenss item as applicabte; and

+ receivables and payables, which are stated with the amount of GST included.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of receivablas or payables in
the Balance Shest.

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the taxation
authority.

Tax consolidation

Effective 1 January 2004, the Bank and other 100% owned subsidiaries of ING Groep NV in Australia have formed a tax
cansolidated group. As a result, the tax consolidated group is taxed as a single entity. The Head entity of the lax consolidated
group is ING Australia Holdings Limited and the other eligible membars are ING Real Estate Investment Management Australia
Pty Limited, ING REDA Holdings Pty Limited, Jaring Pty Limited and ING Investment Managemaent Limited.

During the year ING Groep NV announced the sala of its 51% holding in the related entity ING Australia Limited to the ANZ
Group. The sale has no impact on tha tax consglidated Group as ING Australia Limited was not an eligible member.

Employee entitlements

Provision is made for employee benefits accumulated as a result of employees rendering services up to the reporting date.
These benefits include wages and salarias, annual leave, sick lzave and long servica laave.

Liabiiities arising in respect of wages and salaries, annual leave, sick leave and any other employee benefits expected 1o be
settled within twelve months of the reporting date are measured al their nominal amounts basad on remuneration rates which
are expected to be paid when the liability is settled. In respect of long service leave, the Group’s policy is to recognise a liability
once an employee altains 5 years of service or more. Employee benefits ara discounted where the difference between the
carrying value and the present value is malarial. In detarmining the present value of future cash outflows, the market yield as at
the reporting date on national govermment bonds, which have terms to maturity approximating the terms of the related liability,
are used.

Shara-based paymen! transaclions

The Group provides benefits to kay persannel including key management personnel {(notes 7 & 8) in the form of share-based
payments (share options and performance units). The settlement amgunt is determined by reference to movements in the
exercisable price of the sharses of the ultimate parent company ING Groep NV and the price on the date the options are
exercised,

The cost of these share-based payment transaclions with employees is measured at the fair vatue of the equity instruments
granted. The grant date is the date on which the Group and the employee agree to 3 share-based payment arrangement.

The measurement of share-based payment transaciians granted Is determined by ING Groep NV and is based on their fair
valua using a generally accepted valuation methodology. Share-based payments do not vest until the employee completes a
spacified period of service being 3 years from the date of grant (the vesting pericd). Vesting conditions, other than market
conditions, ara not taken into account when estimating the fair value of the equity-setiled transactions.

The cost of share-based payment transactions is recognised, together with a comesponding increase in equity, over the vesting
pariod. Equity-settled transactions are re-measured at each balance sheet date up lo and including the vesting date with
changes in the fair value recognised in the Income Statement (as part of employment expenses). The charge o the Income
Statement is the fair value of the equity-seitled transactions less the amounts already chargad in previous pariods.

Until an award has vested, any amounts recorded are contingent and will be adjusted if more or fewer awards vest than were
ariginally anticipated to do so. Any award subject lo 8 market condition is considered Lo vest irespective of whether or not that
market condition is fulfilled, pravided that all other conditions are satisfied.

If the terms of an equity-settied award are modified, as a minimum an axpense is racognised as if the terms had not been
modified. An additional expense is recognised for any modification that increases the total fair value of the share-based
payment arrangement, or is otherwise beneficial to the employee, as measured at the date of modification.

If an equity-seliled award is cancelled, it is treated as if it had vested on the dste of cancellation and any axpensa not yet
recogniged for the award is recognised immediately, However, if a new award is substituted for the cancelled award and
designated as a replacement award on the date that it is granted, the cancelled and new award arg ireated as if they were a
maodification of the original award, as described in the previous paragraph.
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2, SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Contributed equity

Issued and paid up capital represents the consideration received by the Group. Transaclion costs (if any) arising on issue of
ordinary shares are recognised in the value of share capital.

Reserves

Available for sale reserve

The availabie for sale reserve records the fair value revaluation of financial assets classified as availabls for sale.

Cash flow hetige reserve

Tha cash flow hedge resarve racords the fair value revaluation of derivatives designated as cash flow hedging instruments.
General reserve

The general resarve records {he fair vatue revaluation of tha employee share-based payment plan as well as movement ia, and
balance of, the general raserve for credit losses ("GRCL"}.

The GRCL is an amount appropriated from retained eamings and represents an allocation of capital to cover potentia) credit
losses which are not yet identified. The methodology for calculating the GRCL is based on converting the 12 month probability
of default to a lifetlme prabatility of default. This is determined through the implementation of whole of life parameters in the
residential mortgage and commercial loans protability of default models.

Income recognition

Intarest income arising from loans is brought to account in line with the effeclive interest rate mathod.

Quartarly testing is performed to demonstrale that the immediate racognition of thesa fees in the Income Statement is not
materially different to the effective intarast rate method. Credit related fees are deferred and recognisad as an adjustment to
tha effective imterest rate an the loan. ‘

Fees eamed from the crigination of loans are taken to the Income Statement immediately and recognised as interest incame.

Transaction costs assoclated with the arigination of loans are capitatised and recognised as interest income on a stralght line |
basis over the average life of the loan, Quarterty testing is performed to demonstrate that the straight fine amortisation is not i
materially different lo the effective intarest rate method.

Al fee income other than that derived from the origination of a loan is recognised in non-interest income.

Cash Flow Statement

The Cash Flow Statement has been drawn up in accordance with the indirect method, classifying cash flows as cash flows from
aparating, invesling and financing activities. In the net cash flow from operating activities, the profit befors tax is adjusted for
thase items in the Income Statement and changes in balance sheet items, which do not result in actual cash flows during the
year.

For the purposes of the Cash Flow Statement. cash and cash equivalents comprise balances with central banks and amounts
due from other banks,

The net cash flow shown in respect of loans and advances lo customers only relales to transactions involving actual payments
or receipls. The addition to loan loss proviston which is deducted from loans and advancas to customers in the Balance Sheet
has been adjusted accordingly from the operating profit befora tax and is shown separately in the Cash Flow Statement,

3. ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

In applying tha Group's accounling policies, management continually evaluates judgements, astimates and assumptions basad
on experience and other factors, including expectations of futura events that may have an impact on the Group. All judgements,
estimates and assumptions made are belisved 10 be reasonable based on the most current set of circumstances available to
managemaent even though actual results may differ. Significant judgements, estimates and assumptions made by management
in the preparation of these Financial Statemenis are cuilined on the following page.
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]
3 ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS {CONTINUED)
SIGNIFICANT ACCOUNTING JUDGEMENTS

Recovery of deferred tax assets

Deferred tax assets ara racognised for deductible temporary differences as management considers that it is probable that
future taxable profits wiil be available to utilise those temporary differences.

SIGNIFICANT ACCOUNTING ESTIMATES AND ASSUMPTIONS

Shara-based payment transactions

The Group measures the cost of equity-seitled transactions with employees by referance to the fair value of the equity
instruments at the date at which they are granted. The grant dale is the date which the Group and the employee agree tc a
share-based payment arrangement.

The measurement of equity-settled transactions granled is determined by ING Groep NV and is based an their fair value using
a generally accepted valuation methodology. The accounting estimatas and assumptions relating to equity-settied share-based
payments would have no impaci on the camying amounts of liabilities within the next reporting pericd but may impact expenses
and equity.

Long service leave provision

A liahility for long service leave is recognised once an employee attains five years of service or more. An assessment has been
made as to the impact of applying the current accounting policy compared to the prasent value of the long service igave
liability. Where the impact is material the present valug of the long service |eave liabilily is used. In determining the present
value of the long service leave liability, employee termination rates, future salary levels and additional costs have been taken
into account.

Provislons for loan losses

Provisions for loan losses are recognised based on an incurred loss model. Considerable judgement is exercised in
determining the extent of the {oan l0ss provision (impairment) and is based on management’s evaluation of the risk in the
portfolio, current economic condilions, loss experience in recent years and credit and industry and geographical concentration
trends. Changes in such judgements and analysis may lead to changes in the provisions for loan lossaes over time. The
idantification of impainment and the determination of the recoverabla amount are an inherently uncertain process invalving
varigus assumptions and factors, including the financial condition of the counterparty, expected future cash flows, observable
markat prices and expected net seiling pricas.

Future cash flows in a portfolio of financial assets that are collectively evaluated for impairment are estimated on the basis of
the contractual cash flows of the assets in the portfolio and historical loss experience for assets with credit risk characteristics
similar to those in the perifolio. Historical loss experience is adjusted on the basis of current chservable dala to reflect the
effacts of curent conditions that did not affect the pariod on which the historical {oss experiencs is based and to remove the
effects of conditions in the historical period that do not exist curmently. Current sbservable data may include changes in
unemployment rates, property prices and commodity prices. The methodelogy and assumptions used for estimating future
cash flows are reviewed regularly to reduce any differences between loss estimates and actual I0sS experience.

Average life of a loan

The Group's current accounting policy is to defar transaction costs associated with the origination of [oans and to amartise to
the income Statement on a straight line basis over four years. The Group has currently delermined that tha average life of a
loan is less than five years.

The Group performs quarterly testing to validate this accounting estimate and to demonstrate that this method is not materially
different to the effective interest rate method,

Income recognition

Fees eamed from the origination of loans are taken to the Incoma Statement immediately and recognised as interest income,
Quarterly testing is performed to demanstrate that the immediata recognition of these fees in the income Statement is not
malerially differgnt to the affective interest rate method. Credit relatad fees are deferred and recognised as an adjustment to
the effactive interest rate on tha loan.
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4. PROFIT FROM ORDINARY ACTIVITIES

Consolidated Bank
amounls in thousands of dallars 2009 2008 2008 2008
Operating profit before tax has been determined as follows:
Intarest income
Cash 14,889 19,661 14,869 19.661
Available for sale financial assets 315,220 453,993 315,220 453,993
Loans and advances
- Helated partes 13,333 0,721 13,33 0721
- Mortgage loans 2,212,553 2,885,218 2,212,361 2,885,188
Interest incoma - nan-trading dedvatives 49,950 19,528 45,950 19,528
Total Interest income 2,608,925 3,389,139 2,605,733 3,389,001
Intarest expenso
Deposits - other persons o corporations 815,106 1,322,024 815,108 1,322,024
Deposits payable o other finandial instintions
- Retated bodies corporale 21,761 54,908 31,764 54,908
- Other persans of corporations 505,386 833477 505,386 833,477
Debt issues
- Retated bodies corporate 57,108 58.697 57,106 58.697
- Other persons or corporations 449,448 597.405 449,448 597.405
Interest axpense - non-trading derivatives 108,358 75,1535 108,358 75,155
Total interest expense 1,967,185 2,941,668 1,967,165 2,941,868
Neat imterest income 838,760 447 473 838,568 447,425
Norn-interest income
Account fees 11,449 10,879 11,449 10.979
Management and service fees 157 - 157 -
Discharge fees and penalties 24,839 5244 24,839 5244
{Loss}profit from sale of available for sale financial assets {14,040) 2,225 {14,040) 2,225
Loss from repurchase of dabt secusities {1,920} (4,941} 1,920) (4,941)
Othar (4,355) 4,873 (4,335) 4,873
Cash fiow hedge Ineffectiveness 1,773 {559) 1,773 (559)
Neat non-Interest incoms 17,903 17,821 17,5903 17,821
Total operating incoma 656,663 465,294 656,471 465,246
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4. PROFIT FROM ORDINARY ACTIVITIES (CONTINUED)
Consolidated Bank
amounts in thousangs of dollars 2003 2008 2069 2008
Qperating oxpenses
Employment expenses
Wages and salaries 83,855 80,107 83,855 80,107
Superannuation 7,023 8.720 7.023 8.720
Share-baged payment plan 980 Gav7 960 987
Workers compensation 438 597 438 597
Othar employes costs 6,583 4,656 8,508 4,656
Adverising axpenses 39,093 35,372 39,003 315,372
Depreciation and amortisation expenses
Computer hardware 7,078 5.787 7.078 5,787
Computer sofware 5711 2,745 5,711 2,745
Leasehold improvements 4,135 2227 4,135 2.227
Moator vehictes 3 29 n 29
Qccupancy expanses 11,952 11,372 11,852 14,372
Technology expenses 9,312 10,326 9,312 10,326
Other expenses
Fees and commissions 1,360 6,972 7,360 5,972
Profasslonal services 3.5 4,508 3523 4,506
Stationery and printing 4712 522 4712 522
Mznagement cosls
- Parent company 9,817 10,827 9,817 10,827
- Related entilies 51 58 51 38
Telaphone and communication 4,215 4,407 4,215 4,407
Other 4,135 5,585 3,942 5,537
Total operating expenses 205.221 193,782 205,338 193,734
Loan loss provislons
Collective provisions 12,552 7.783 12,582 7.763
Spacific pravislons 83,722 4.939 683,722 4,938

Total loan loss provisions

* For the year ended 31 December 2008 the Group recognised $76.3 milllan (2008 - $12.7 million) in loan loss provision expense. Tha
increased loan loss expense for the year is primarily attributable to $41.2 aillion in individual specific provisions for impaired facilities
within the commerciat foans partfolto; $20.3 million of wiite-ofis in the residential martgage portfalio; and a cne-off increase of $10.6
million in modelted coliective provislon due to the implementation of a revised probability of default mode!. The amount remaining is a

combination of specific and callactive provisian for the retail portfatio.
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Notes to the Financial Statements

5. AVERAGE BALANCE AND RELATED INTEREST

The following table shows the average balance far each of the major categories of interast bearing assets anc hiabilitiss,
the amount of interest revenue or expense and the average interest rate. Average balances are calculated from monthly

batances unless otherwise disclosed.

Average Average Average Average
Congalldated balance for eote for  balance for rate for
amounts in thousands of dollars 2009 Interest 2009 2008 Interest 2008
Intereat income
Cash and cach equivalents 453,558 14,869 3.28% 307,820 19,681 8.29%
Avaitable for sale financial assats 8,148,238 302,058 3.71% 6,294 680 456,565 7.25%
Loans and advances 39,008,737 2,265,928 5.81% 37.107.909 2,907,517 7.84%
47,610,533 2,582,855 54Z% 43710418 3,383,743 7.714%
Irterest expanse
Deposits 20,113.434 815,108 4.08% 19,364 467 1,316,629 6.80%
Deposits payable to finandal instititions 14,188,854 672,384 4.75% 12,295,259 886,384 T.23%
Debt Issues 11,847,242 458,605 3.92% 9959 484 731,257 7.34%
45,829,530 1,944,095 4.23% 41,619,210 2.936,270 7.06%
Net average balance and related intgrest 1,881,003 838,780 2,091,200 447,473
Avarage Average Average Average
Bank balance for ratefor  balance for rate for
amounis in thousands of dollars 2009 Interest 2009 2008 Interest 2008
Interest income
Cash and cash equivalenis 453,558 14,869 3.28% 307,830 19,661 6.39%
Avallable for sale finandal assets 8,148,218 302,058 % 5,294,680 456,565 7.25%
Loans and advances 39,008,737 2,265,736 581% 37,107,909 2,907,469 7.84%
47,610,333 2,382,683 5.42% 43,710.419 3,383,685 7.74%
Interest expense
Deposits 20,1134 815,107 4.05% 19,364.467 1316629 8.80%
Depasits payable to financial institubons 14,168,854 672,383 4.75% 12,285,259 888,384 1.23%
Debt Issues 11,047,242 456,605 3.92% 9.959.484 731,257 7.34%
45,929,530 1,944,085 4.23% 41619210 2,938,270 7.06%
Net average balance and refatad interest 1,681,003 638,568 2,091,209 447.425

Interest income or expense on derivative products have been atiributed to the underlying hedged asset and liability.
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G, INCOME TAX EXPENSE
Consolldated Bank
amounts In thousands of dollars 2009 2008 2009 2008
Income Statement
Curmrent Income tax 145,112 83,818 145,712 83,816
Deferred income tax (34,554) (7.094) {34,653) (6,895)
Income tax axpense reported In Income Statement 111,158 76,722 111,058 78,821
Statement of Comprehensive incoma
Current income tax
Current income tax on interest rate swap - (540) - (540)
Deferred intome tax .
Revaluation of cash flow hedge (51,220) (75.964)} {51.220) (75,964)
Revaluation of available for sale financial assets {10,922) (2.583} (10,922) (2,583)
income tax axpense reported in Statement of
Comprehensiva income 62,142 79,087 62,14 79,087
Reconciliation of prima facie income tax expense on
accounting profit bafore income tax expense:
Operating profit before tax 374,862 256,810 374,862 258,810
Prima fade Income tax on operaling profit at 30%
{2008 - 30%) 112,459 77,643 112,459 77.643
Over provision [n prior years (318) (29) {415) (29)
Effects of amounts which are not assessabla (985) {892) {985) (793)
Income tax expense reported in Income Statement ' 111,158 76722 111,05 76.821

1 Income tax expense of the Bank reported in the Income Statement in 2008 is greater than the Group due to a temporary difference

recoghised at the Group fevel but not at the Bank level.
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6. INCOME TAX EXPENSE {CONTINUED)

Consolidated Consoligated Bank Bank
Balance Sheet Income Statement Balance Sheet Income Statement
amounts in thousands of dellars 2009 2008 2009 2008 2009 2008 2009 2008
Deferred income tax at 31 Dacember
relates to the following:
Deferred tax llabilitles
Amortisation of discount
securities 4,029 11,520 (7.491) 2.216 4,029 11,520 {7.491) 2.218
Deferred lending expanses 26,214 32,563 (6,350}  {1.646) 26,214 32,583 (6,350}  (1.648)
Revaluation of available for sala 6,280 . . - 6,280 - . -
financial assets
Revaluation of available for sale
financial assets — kair value hedge - 948 {948} - - 948 (948) -
Revaluation of fair value hedge 20,352 57.014 {36,662) 80,225 20,352 57,014 [36,862) B0.225
Leveraged leases 1,948 2,056 (108) (99) 1,948 2.056 (108) (99)
Other 6,174 8,029 129 4,933 6,174 6.029 129 4,933
Total defarred tax labllities 64,007 110.130 84,9097 110,130
Set off of tax’ ) (64,997}  (110,130) (64,997)  (110.130)
Net deferred tax llabllities - - - -
Deferred tax assets
gf:mdaﬁ"" and amortisation 3,213 2,384 (744) (210) 3,213 2,484 (744) (171
Provisions for impaiment 24,229 7415 ({16,814)  {3.111} 24,229 7415 (18,814} (3. 11y)
Deferred lending incoma 10,943 14,041 3,008 (4.394) 10,943 14,041 3,098  {4,304)
Revaluatdon of inandial instruments 7418 58,053 50,837 (57.235) . TA16 58,053 50,837 (57.235)
Revaluation of available for sale
financial assets - 4,641 - . - 4,641 -
Revaluation of available for sale
financial assats - fair value hedge 12,698 - (12,898) (22.522) 12,898 = (12,898) (22.522)
Revaluation of cash flow hedge 29,559 81,311 532 (168} 29,559 81.311 532 (168)
Other 16,681 9.718 {6,933) (5,023) 16,681 9817 (7.034) (5.023)
Total deferred tax assets beforo set off 104!939 177.661% 404,939 177,562
Sat off of tax’ (84,997)  (110.130) {84,997)  (110.130)
Neot deferred tax assets 39.942 67,531 39,942 67,432
Deferrad income tax charge 34,554 7.094 ~ {34,653) (6.995)

1 Delerrad tax assets and liabilities are set off where they refate to income tax [evied by the same taxation authority on either the same
1axable entity or diffarent taxable entities within the same taxable group.
Deferred tax assets will only be recognised if:

a} future assessable income is derived of a nature and of an amount sufficient 1o enable the benefit to be reatised; and
b) the conditions for deductibility imposed by lax legislation continue to ba complied with.
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8. IMCOME TAX EXPENSE {CONTINUED)

Tax consolidation

The Bank and other 100% owned subsidiaries of ING Groep NV in Australia have formed a tax consglidated group with
eHect from 1 January 2004 and are taxed as a single entity from that date. The tax consofidated group does not include
DS Trust 2008-1. Members of the 1ax-consolidated group have entered into a tax sharing deed in order o allocate
income lax payable to group members. This allocation is calculated on a stand-alone taxpayer appreach. The amounts
receivatle or payable under the tax sharing deed are due upon receipt of the funding advice fram the Head Entity, which
is issued as soon as praciicabie after the end of each financial year. The Head Entity may aiso require payment of interim
funding amounts to assist with its obligations to pay tax inslaliments.

The Head Enlity of the tax consolidated group is ING Australia Hotdings Limited, ING Australia Limited is not a mgmber of
this tax consolidated group, hence disposal of ING Australia Limited by ING Groep NV has no effect on the Group.

Franking account

As the Bank is a member of the tax consolidated group, all of tha Bank's franking credits are held by the Head Entity. As a
result and in accordance with an agreement between the Bank and the Head Entity, it is anticipated that franking credits
genaraled by past and future tax paymsnts by the Bank will be assumed by the Head Entity.

T SHARE-BASED PAYMENT PLAN

Empioyee Share Option Pian

Share oplions were granted to key persannel by the ultimate parent company ING Groep NV during the year. These
oplions are exercisable 3 years fram the issue date. All aptions must be exercised by no later than 10 years from the
issue date.

Employee Performance Units Plan

Curing the year key parsonnel were issued with performance units. Thase performance units vest after 3 years, provided
that the employae remains in the Bank’'s employment. The awarded shares will be multiplied by a certain factar that is
dependent upon ING Groep NV's (otal shareholders retumn compared 1o a peer group of 19 other financial institutions.

The expenses relaled to share-based paymenis are recognised in note 4 as part of employea expenses. The foliowing
table illustrates the number {"N0"} and weighted average exercise prices ("WAEP"} in Euro of, and movements in, share
options issued during the year.

Share options 2000 -No 2009 - WAEP 2008 - No 2008 - WAEP
Qutstanding at the beginring af the year 238,317 €24.30 146,981 €27.38
Granted during the year 212,404' €1.92° 141,960 €21,82
Lapsed during the year (36,987 €15.80 {18.452) €371
Exsrcised during the year - - (1.800) €18.96
Transferred during the year 15,808 €11.75 {572} €26.59
Outstanding at the end of the year 429,830 €13.50 238,317 €24.30

Exercisable at the and of tha year 211,382 €21.48 34,458 €23.28

The following tables illustrate the number (*No”) and weighted average grant prices ("WAGP"} in Euro of, and movements
in, performance units issuad during the year.

Performance units 2009 - No 2009 - WAGP 2008 - No 2008 - WAGP
Outstanding at the beginning of the year 40,340 €24.89 22,224 €29.43
Granted during the year 58,382° €7.08" 26.955 €21.02
Lapsed during tha ysar {6.919) €20.719 {2.208) €27.79
Vasted during the year (6,790) €32.77 (6.630) £23.37
Transferred during the year 6,053 €6.96 {1 €28.95
Outstanding at the end of the year 102,086 €11.48 430,340 €24.88

1 Amounts indude.impact of a rights issue during the year. which intreased number of cutstanding units and aptions by approximately
30% at the date of issue.
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7. SHARE-BASED PAYMENT PLAN (CONTINUED)

Tha outstanding balances of share options as at 31 December 2009 are:

Number of Exarcisa
Year of Grant Options Price
2003 13,287 €9.71
2004 168,255 €14.37
2005 40.256 €17.88
2008 38,759 €25.18
2007 48,653 €23.05
2008 132,313 €16.66
2008 142,067 €290
Total 428,630 €13.50

All options are granted in the ultimate parent entity. ING Groep NV and are axercisable 3 years from the issue date at the
exercise price noted above.

The cutstanding balances of performance units as at 31 December 2009 are:

Number of

Performance
Year of Grant Units WAGP
2007 10,152 €32.13
2008 31,464 €21.02
2009 §0.450 €3.08

Total 102,066 €11.48

All performance unils are granted in the vltimate parent entity, ING Groep NV and vest 3 years from tha issua date at the
exercise price noted above.

The fair value of share oplions and performance units have been determined using a Monte Carlo simulation taking into
account the terms and conditions upon which the instruments were granted. The fair value of the options is recognised as
an expense under amployment expanses and is alfocated over the vesting period of the instruments.

Share options have a weighted average contraclual maturity of 7.7 years while parformance units have a weightad
average contractual maturity of 1.7 years.

8. COMPENSATION OF KEY MANAGEMENT PERSOMNEL

The key management personnel of the Bank during tha year were:
Specified Executives:

Lisa Dominigue Claes Executive Director Mortgages

Johin Philip Moore Executive Director Commercial Praperty Finance
Brett Alaxander Morgan Exacutive Director Savings

Mark Frederick Mullington Chisf Financial Officer

Patricia Anne Myers Chief Qperating Ofitcer

Sharyn Lyn Schultz Executive Director Human Resource Management
Victor Charles Joseph Walff Executive Diractor Marketing and Communications

ING Bank {Australia) Limited and controlled entity
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a. COMPENSATION OF KEY MANAGEMENT PERSONNEL (CONTINUED)

Specified Directors:

Donald Joseph Koch Chief Executive Officer (appointed 1 June 2009)

Evart Derks Drok Chief Executive Officer (resigned 1 June 2009}

Dirk Herman Harmryvan Director (Non-Executive) (resigned 31 December 2009)
Irene Yun Lien Lee Birsctor {Non-Executive}

Philtip Robert Shirriff Director {Non-Executive)

Hugh Douglas Harley Direcior {Non-Executive)

Simonis Marta Hubertus Teltings Director {Non-Executive}

Tha compensation paid to keay management personnel of the Bank for the year:

amounts in thousands of dollars : 2008 2003
Shart-term employee benefits 5,283 5.105
Post-employment benafits * : ‘
Gther long-term benelits 393 307
Termination benefits - -
Shars-based payments ser 510
Total compensation ‘ 8,248 5.922

Employees received no other payments or benefits other than the ones disclosed in notes 7, 8 and 29

9. AUDITOR’S REMUNERATION
Consolidated Bank .
amounts in thausands of daiars 2009 2008 2009 2008 ‘
Amaounts paid or due and payable for audit and review of the
financial report by Emst & Young 512 220 512 230
Amaunts paid or due and payable for other services to Emst & ‘
Young:
Accounting and reporting services m 100 m 100 -
Regulatory senicas 198 106 198 108 '
Taxation services i 200 229 200 ‘
|
Total 1,110 636 1,110 636 |

Auditor's remuneration for 2009 includes amaounts paid for review of first-time interim accounts for the period ended 30 June

20089.
10. CASH AND CASH EQUIVALENTS
Consolidated Bank
amounts in thousands of dollars 2009 2008 2009 2008 I
Cash and liguid assets 11,480 31,995 11,480 31,995
Cash equivalents due from other inancial institutions. 649,999 686,848 649,999 686,348

Total cash and cash oquivalents 651,470 718.843 864,470 718,843
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i1 AVAILABLE FOR SALE FINANCIAL ASSETS

Consolldated Bank
amounts in thousands of dollars 2008 2008 2609 2008
Discount secutities 2,355,238 4,783,303 2,355,258 4,783,309
Morigage backed secwities 494,322 721,691 454,322 721,681
Corporste bonds 411,621 1573 471,821 131,573
Govemment bonds 2,502,074 167,038 2,502,074 167.088
Other securities 4,299,760 1,074,753 1,209,760 1,074,753
Taotal available for sale financial assats T123,035 8,878.414 1,123,038 8.878.414
Maturity analysis of avallable for sale financlal assets
Not longer than 3 months 2,252,501 4,576,605 2,252,501 4,576,695
Longer than 3 months and net tonger than 1 year 1,314,228 1.205,698 1,314,226 1.205.698
Longer than 1 year and not langer than 5 years 3,554,424 1,084,456 3,354,424 094,458
No maturity specified 1,884 1.565 1.884 1,565
Tatal avallabe for sale financial assets 7,922,035 6,878,414 7,123,035 8,878,414

With Lhe exception of mortgage backed securities where cash flows are determined by reference Lo the weighted average
life, availahle for sale financial assets are payable at maturity and have no significant tarms and conditions that may affect
the amount, liming or cenlainty of futura cash flows.

i2. LOANS AND ADVANCES

Consolidated Bank

amounts in thousands of daltars 2009 2008 2009 2008
Retail loans 35,638,712 34,424,477 35,638,712 34,424 477
Commercial loans 3,549,235 3.798.436 3,549,235 3.798,436
Other loans - parent entity 150,000 150,000 150,000 150,000
- related bodies comorate - 650,000 - 650,000

= gthar financlal institutions 52,700 - 52,700
Gross loans and advances 39,388,647 39,022,913 39,388,647 39,022 913
Spedific provision for impairment (53,609) {10.115) {53,609) {10,115}
39,235,038 39,012,798 39,335,038 39,012,798
Collective provision for impaiment (27,153} {14.601) (27,153) {14.601)
Total loans and advances 39,307,885 38,998,197 39,307,885 38,998,197

Maturity 2nalysis of loans and advances

Not langer than 3 months 168,402 824,074 166,408 824,074
Longer than 3 months and not longer than 1 year 440,875 524,900 440,875 524,900
Longer than 1 year and not longer than 5 years 2,406,564 2,496,780 2,406,864 2,496,780
Longer than 5 years 34,228,157 32,764,311 34,238,157 32,764,318
No maturity specified 2,135, 43 2,412,848 2,138,343 2,412,348
Gross loans and advancas 39,383,647 39,022,913 39,388,847 39022913

Whila retail loans and advances principally have a contractual term of 30 years. the average life of a retail loan is less than 5
years (2008 — less than 6 years).
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st
13. DERIVATIVES

Derivative contracts

Each derivative is classified for accounting purposes as "hedging” or as “other derivatives”. Derivatives classified as
hedging are derivative transactions entered into in order to manage the risks arising from non-traded assets and liabilities.
Tha only derivative designated as “other derivative” is a cross-currency swap hedging a foreign cumrency denominated
floating rate note issued.

Derivatives transacted for hedging purposes

The Group anters into derivative transactions which are designated and qualify as either fair value or cash.flow hedges for
recognised assets or fiabilities or forecasl transactlons.

Derivatives designated and accounted for as hedging instruments

The Group’s accounting policies for derivatives designated and accounted for as hedging instruments are explained in
Note 2, *Significant Accounting Policies” where terms used in the following sections are explained.

Fair value haedges

The Group's fair value hedges consist of interest rate swaps and cross currency swaps. Fair value hedges are used lo
limit the Group's exposure to changes in the fair value of its fixed-rate interest eaming assets and interest bearing
liabilities that are due lo interest rate or foreign exchange volatility.

For the yaar ended 31 Decernber 2009, thera has baen no material gain or loss associated wilh ineffective portions of fair
value hedges. As al 31 December 2009, the fair valus of outstanding derivatives designated as fair valua hedges was $2
million {2008: 5442 million) of assets and 533 million (2008: $6 million) of liabilities.

Cash flow hadges
Tha Group uses interest rate swaps to minimise the variability in cash flows of interest-eaming assets and interest-bearing
liabilities.

For the year anded 31 December 2009, thera has been no material gain or loss associated with ineffective portions of
cash flow hedges. Gains and losses on derivative contracts designated as cash flow hedges are initialty recorded in
comprehensive income in the cash flow hadge reserve but are reclassified 1o current perod eamings when the hedged
cash flows occur.

As al 31 December 2009, the net fair value of cutstanding derivatives designated as cash flow hedges was $99 million net
liabilities (2008: 5271 million net liabilities).

ING Bank (Austraila} Limited and contrelled entity
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13. DERIVATIVES (CONTINUED)

Consclidated 2009 2008
Fair value Fair value Fair valve Falr valua
ts i ds of doil
amounts in thousands of dallars Face value assat flahility  Face value asset liability
Derlvatlve assets and llabillties
Hedaing derivatives 21,040,138 56,648 (188,085)  20.607.681 586.996 {422,024
Other derivative 1,603,688 . (73,246) 2.041,923 369,334 .
Total derivative 22,643,607 56,848 {261,331) 22,649,604 956,330 {422,034)

assats/{llabilitias}

— m— e
—— — —

Oerivatives designated as falr

valua hedges -
Interest rate swaps 6,576,719 8,062 {32,776) 1,902,848 74611 (5.988)
Cross currency swaps 1,042,384 (6,170} - 1.327.250 367,376
Total fair valus hedges 8,019,103 1,872 {32.778) 3,230,088 441,987 (5.988)
Derlvatives deslgnated as cash
fiow hedges
Interes rate swaps © 13,021,038 56,776 (155,307) 17,377,583 145,008 {416.046)
Total cash flow hedges 13,021,038 56,776 {155,30T) 17,377,583 145,008 (416.046)
Oiher derivative
Cross cumency swap 1,603,668 - (73,246) 2,041,923 369,334
Total othar derivative 1,603,868 - (73,248} 2,041,923 369,334
Total recognised derivative 22,643,807 58,648  {261,331) 22,649,604 956,330 {422,034)

assetsf{liabilities)
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13, DERIVATIVES (CONTINUED)

Bank 2009 2008
amounis in thousands of dollars Fair value Fair value Fair valua Fair value
Face value asget 1lability Face value asset liability

Derivative assets and Habililies

Hedging derivatives 21,040,138 58,648 (188,085) 20.607.681 586,998 {422,034)

Other derivative 1,603,868 - (73,248} 2,041,923 369.334 -
Total derivative assets) 26 ] 22,649,604 956,330 422,034
{liabilities) 22,643,807 58,548 _ {281,33%) {422,034}
Derivatives designated as fair
value hedges

Interast rate swaps 6,976,719 8,042 (32,178) 1.902.848 74811 (5.988)

Cross currgncy swaps 1,042,284 {6,170) - 1,327.250 387,376 -
Total fair value hedges 8,019,103 1,872 (32,778} 3,230,098 441987 (5.988)
Darivativas designated as cash
Row hedges

Interest rate swaps 13,021,026 58,776 {155,307} 17,377,583 145,009 {418,046)
Total cash flow hedges 13,021,038 58,776 {155,307) 17,377,583 145,009 {416,048}
Cther derivative

Cross currency swap 1,603,688 - (73,248) 2,041,923 369,334 -
Total othar derivative 1,603,668 - {73,248) 2041923 369,334 -
Total racognieod dorivative 22,843,807 58,648 {261,331) 22,649,604 956,330 (422.034)

assetsi{fiabilities)

ING Bank (Austratla) Limited and controlted entity
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Notes to the Financial Statements

13. DERIVATIVES (CONTINUED)

Cash flow hadges Consolidated Bank

amounts in thousands of dollars 2009 2008 2009 2008
Fair value of hedge instruments (98,531) (271,037) (98,531} (271.037)
2:11;:;\: recognised in comprahensive income during the period (nat 127,756 (178.510) 127,788 (178,510)
Amount removed from comprehensive incoma and Included in profit 1.414 _ 1414 .
or loss during the period [ f

Period cash flow expectad to affect profit or loss

Not longer than 3 months 3,247 - 3.247 .
Longer than 3 months and not longer than 1 year 7,233 - 71.233 -
Longet than 1 year and not longer than § years 1,309 - 1,308 -
Longer than & years - - - .
11,789 - 11,789 o

The Group enters derivative contracts to hedge pools of underlying assets or liabilities in macro cash flow hedge
relationships. At 31 December 2009 the cash flow hedge porticlios contained derivatives of varying maturities up to 5
years wilh the largest concentration in the range of 1 to 2 years. For the year ended 31 December 2009, the Bank
recognised $127.8 million (2008 - ($178.5) million) in equity as effective fair value changes on derivatives under cash flow
hedge accounting. The balance of the cash flow hedge reserve in equity at 31 December 2009 was ($61.1) million (2008 -
(5188.8) million) after deferred tax. The ineffectiveness on the cash flow hedge of (51.8) million (2008 - 30.6 mitlion) was
recognised in the income statemant. A number of derivatives which had been designated as a cash flow hedge were
terminated in 2009. This resulted in the recognition of a $13.2 million realised gain in equity. $1.4 million of the gain was
transferred lo the Income statement in 2009 and the remaining $11.8 million is expected to affect profit or loss over the
next 2 years.

Fair value hedges Consalidated Bank

amounts in thousands of dollars 2009 2008 2009 2008
Falr vatue of hedga instnements (30,907) 435,959 {30,807} 436.000
Year to daie curent year gains and losses an hedging instruments 122,205 (267.417) 122,205 {267,417)
Falr value of hedged tems {2,464,738) (2,865,955) (2,484,738) {2,885,955)
Year to data current year gains and losses on hedged item {122,633) 267,675 {122,633) 267.675
Hedge Ineffectiveness (428) 258 {428) 258

14, RECEIVABLES AND OTHER ASSETS

Consolidated Bank
amounts in thousands of doliars 2009 2008 2005 2008
Accrued interest recelvable : 152,880 183,333 152,890 183,333
Sundry debtors and other assets 10,214 8,627 10,214 a.627
Total receivables and other assets 163,104 191,960 161,104 191,960
e —
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Notes to the Financial Statements

15. PROPERTY, PLANT AND EQUIPMENT

Consolidated Bank

amounts in thousands of doltars 2009 2008 2008 2008
Property. plant and equipment at cost 128,554 115,884 128,551 115,884
Accumuiated depreciation and amortisation {85,247) 174.331) {B5,447) (74.331)

Total property, plant and equipment 43,104 41,553 43,104 41,553

Malnframe computers & computer equipment

Opening balance 11,324 5.601 11,324 5,601
Additions 4,958 10,846 4,958 10,846
Depreciation {6,401) (5.123) {8,401) (5,123)

Closing batance 9,881 11,324 9,881 11,324

Pergonal computers

Opening balance 2,032 1,991 2,032 1,991
Additions 594 705 594 705
Cepreciation {677) (664) {677} (664)

Closing baldnce 1,849 2,032 1,949 2032

Computer software

Opening balance 18,287 4,134 18,287 4134
Additions 9,141 18,898 8,141 18,808
Depreciation (5.711) (2.745) {5,711} {2,745)

Closing balance — 21,17 18,287 21,717 18,287

Leasohold Improvements

Opening balance 8,761 5,684 8,761 5,684
Additions 3,735 6.304 3,735 6,304
Depreclation (4,135} (2.227) (4,115} (2.227)

Closing baiance 9,361 9,781 9,361 9.761

Motor vehicles

Opening balance 149 187 149 187
Additions 110 - 110 -
Disposals (32) (8 (32) (9)
Depreciation (31) (29) (31) (29)

Closing balance 196 149 186 149

ING Bank (Australia) Limited and controlled entty

Annual Report 2009




~ Notes to the Financial Statei

T iy

186. DEPOQSITS

Consclidated Bank
amounts in thousands of dollars 2009 2008 2009 2008
Total deposits on demand and short tarm deposits 21,211,810 18.800.207 21,221,810 18.800.207
Maturity anatysis of dapesits
Atcall 18,968,736 15,147,221 16,986,736 15,147,221
Mot longer than 3 months 1,067,287 3.059,553 1,067,287 3.059.553
Longer than 3 months and not longer than 1 year 1,158,349 §75,397 1,156,349 575,397
Longer than 1 year and not longer than 5 years. 31,430 18,036 31,438 18,036
Total deposits on demand and short term deposits 21,221,810 18,800,207 1,221,610 18.800.207
i7. DEPOSITS PAYABLE TO OTHER FINANCIAL INSTITUTIONS
Consolldated Bank
amounts in thausands of dollazs 2009 2008 2009 2008
Certificate of deposits
Related bodias corporate 318,147 403.987 318,147 403,957
Other financial insfitutions 5,761,814 10,628,554 5,761,614 10,828,554
6,079,761 11,232,544 8,079,761 11,232,541
Deposits
'Related bodies corporate 846,135 1,505.481 646,135 1,505,481
Qther financial institutions 2,344,112 2,840,791 2,344,112 2,840.791
2,890,247 4,346,252 2,990,247 4,346,252
Total deposits payable to other financial institutions 9,070,008 15,578,793 8,070,008 15,578.793
Maturity analysis of deposits payable
Atcall 287,652 761,401 287.652 781,401
Not longer than 3 months 7,121,319 10,143.273 T7.121,37% 10,143,273
Longer than 3 months and not longer than 1 year 904,224 4,051,479 904,224 4.051.479
Longer than 1 yaar and not Ienger than 5 years 701,450 716,630 781,450 718,630
Depositz payable to other financia! institutions - face value 8,104,705 15.672.783 8,104,705 15,672.733

The variance betwean the total depasits payable and the total of the maturity anaiysis of deposits payable is the difference
between the face value at maturity and the carmying value, which is amontised using the effective yield method.
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18. CREDITORS AND QTHER LIABILITIES

Consolidated Bank

amounts In thousands of dollars 2009 2008 2009 2008
Accrued interest payable

Ralated bodias corporate 10,667 20,457 10,667 20.457

Other persons or corporations 229417 210,090 229 477 210,090
Total accrued Interast payable 240,144 230.547 249,144 230.547
Other liabilities

Accrued expenses 28,569 19.671 28,580 19.8671

Prepaid intgrest 2,358 4,290 2,356 4,260

Commitment feas 1,901 753 1,801 753

Income tax payable 112,683 25,383 112,883 25,392

Othar 1.6895 1.624 1,895 1,624
Total other liabilities 147,604 51,73 147,604 51,71
Total ereditors and other liabllities 387,748 282,278 387,748 282,278
19, DEB8T ISSLES

Consolidated Bank

amounts in thousands of dellars 2009 2008 2009 2008
Short term - not longer than 1 yaar to maturity

Floating rate notas 1,255,012 1,700.000 1,255,012 1,700,000

Corporate bonds 1,217,328 232.00 1,217,326 232,043
Total short term debt issues 2,472,338 1,932,041 2,472,338 1,932,041
Long torm

Corporate bonds 4,032,080 2,912,847 4,032,066 2,912,847

Redeemabie preference shares - related bodies corporate 1,000,000 1,000.000 1,000,000 1,000,000

Floating rate notes 4,984,088 2.940.055 4,964,988 2,940,055

Euro floating rate noles 1,802,072 2,038,817 1,602,072 2.038.817
Total long term debt issues 11,619,126 8,891,719 11,619,128 8,891,719
Total debt issues 14,001,454 10,823,760 14,001,484 10,823,760
Maturity analysis of debt issues

Not longer than 3 menths 530,000 625.000 §30,000 625,000

Longer than 3 months and nat longer than 1 year 2,510,001 1.621,591 2,510,001 1,821,591

Longer than 1 year and nol longer than 5 years 11,908,349 8,530.033 11,906,349 8,530.033

Longer than 5 years 1,243,113 1,340.095 1,243,143 1,340,035
Tolat 16,189,493 12,316,718 16,189,493 12,316,719

The variance between the {otal debt issues and the total of the maturity analysis of debt issues is the difference between
the undiscounted cashfiow to maturity and the camying value, which is amartised using the effectiva yield method,
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20. PROVISIONS

Consolidated Bank
amounts In thousands of dollars 2009 2008 2009 2008
Annual leave 4,745 4,208 4,745 4,208
Lorg service leave 3,852 3.225 3,052 3.225
Total provisions 8,597 T.431 8,597 7.431
Provisions axpected 1o be paid in next 12 manths 4,824 4,558 4,024 4,558
21. CONTRIBUTED EQUITY
Consolidated Bank
amounts in thousands of dollars 200% 2008 2009 2008
isauod and paid equity
Crdinary voting shares 1,284,000 1.284.000 1,284,000 1,284,000
Crdinary non-voting shares 50,000 50,000 50,000 50,000
Total contributed aquity 1,334,000 1.334,000 1,334,000 1.334.000
Consalidated 2009 2008
Issued capital # of Shares $ 000 # of Shares S 0600
Balance at beginning of financial year 1,334,000.004 1,334,000 1,334.000.004 $.334,000
Issue of ondinary voting shares . - . . .
Balance at end of financlal year 1,334,000,004 4,334,000 1.334.000.004 1,334,000
Bank 2009 2008
issued capital # of Shares $000 # of Shares $000
Balance at beginning of financial year 1,334,000,004 1,334,000 1,334,000,004 1,334,000
Issue of ardinary voting sharas - - - .
Balance at end of Rnancial year 1,334,000,004 1,334,000 1,334,000.004 1.334,000
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23, RESERVES

Consalidated Bank
amounts in thousands of dollars 2009 2008 2009 2008
Avallable for sate ressrve
Opening balance (10,830) (4.804) (10,830} {4.804)
Revatuation movement for the yaar, net of tax 15,658 (4,468) 15,656 {4.488)
Transfer tv net profit 9,928 (1.558) 9,028 {1,558)
Total avaitabie for sale reserve 14,654 {10.830} 14,654 {10,830)

Gains and losses arising from subsequent changes in fair value are recognised directly in the available for sale reserve
in equity until the asset is derecognised ar impaired, at which time the cumulative gain or 1oss will be recognised in the
Incame Statement. Fair values of quoted investments in active markels are based on cument bid prices.

Cash flow hadge resorvo
Opening balance {188,336) {10,226} {188,336) {10,326)
Revaluation movement for the year, nat of tax 126,776 {178.510) 128,776 {178,510)
Transfer to interest income 1414 1,414 -
Tax or amount transterred to Income Statement (424) {424} -
Total cash flow hedge resarve {61,070) (188,836} {61,070} (186.838)

For a derivative designated as hedging a cash flow exposure arising from a recognised asset or liability, the gain or loss
on the derivative associated wilh the effective portion of the hedge is initially recognised in equity in the cash flow hadga
reserve and reclassified into the Income Statemant whan the hedge item is brought to account. The gain or luss relating

to the ineffective portion of the hedge is recognised immediately in the income Statement.

General reserve

Share-based payments
Opening balance 2,495 1,528 2,495 1.528
Revaluation mavement for the year, net of tax 860 a67 980 967
Total share-based payments reserve 3,455 2.495 3,455 2495
General reserve for credil losses
Opening batance - . - -
Transfer from reigined eamings 83,489 - 83,483
Total general resarve for credit losses . 83,489 - 83,489
Tatal genaral reserve 86,944 2.495 86,944 2,495
Total reserves 40,528 (197.171) 40,528 {197,171}
23. RETAINED PROFITS
Consgtlidated Bank
amounts in thousands of dollars 2009 2008 2009 2008
Retained profits
Opening balance 801,496 619,408 a01,397 619,408
Profit for the year 283,704 182,088 283,803 181,989
Transfer to general raserve (83.489) . (83,489) .
Closing balance 981,711 801,498 981,711 801,397
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24. FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair valuas of inancial assels and liabilities are determined using quoted marketl prices, where avaitable. Market prices
are obtained from independent market vendors, brokers, or market makers. in general, posilions are valued taking the bid
price for a long pasition and the offer price for a short position. In certain markets that have become significantly less
liquid ar illiquid, the range of prices for the same security from dilferent price sources can be significant. Selecting the
most appropriate price within this range requires judgement. The choice of different prices could produce materially
differant estimates of fair valus.

For certain financial assets and liabilities. quoted market prices ara not available. For these financial assats and liabilities
fair value is determined using vatuation techniques. These valuation techniques range from discounting of cash flows to
valuation models, where relevant pricing factors including the market price of underlying reference instruments, market
parameters (volatilities, comrelations, credit ratings) and customer behaviour. All vatuation techniques used are subject to
intermal revisw and appraval. Most data used in thess valuation technigues are validated on a daily basis.

Valuation techniques are subjective in nature and significant judgement is involved in establishing fair vaiues for cartain
financial assets and liabilities. Valuation techniques involve various assumptions regarding pricing factors. The use of
different valuation lechniques and assumgtions could produce materially different estimates of fair value.

Price testing is performed to assess whether the process of valuation has led to an appropriate fair value of the position
and to an appropriate reflection of these valuations In the profit and foss account. Price testing is performed to minimise
the potential risks for economic losses due to materially incorrect or misused models.

Set out below is a comparison by category of the camying amounts and fair values of the Bank's financial instrumants.
The methodology and assumptions used in detarmining fair values are as below:

Cash and cash equivalenis

The carmrying amount of cash and cash equivalents is an approximation of fair value as they are short term in nature or are
recelvable on demand.

Accrued Interest recelvable

The camying amount of accrued interest raceivable is an approximation of fair valua as they are short temm in nature,

Available for sale investments

The fair value of available for sale investments is initially recognised at fair value including transaction costs. Fair values
of quoted investments in active markets are based on cument bid prices.

Loans and advances

The carrying value of loans and advances is net of coltactive and spacific provisions for impairment. Far variable loans the
camrying amount is an approximation of fair value. For fixed rate loans the fair value is calcutated by utilising discounted
cash flow models, basad on the maturity of the loans.

Derivative assets

The fair value of swaps is calculated by utilising discounted cash flow models, based on the estimated futura cash flows.

Deposits

For at call deposits, the carrying amount is an approximation of fair value as they are short term in nalure or are
receivable on demand. For term deposits, the fair value is calculated by utilising discounted cash flow models, based on
the maturity of the depaosits. .

Deposits payable to other financial institutions

The fair value of payables dua to other financia) institutions is calculated by utilising discounted cash flow models, based
on the estimated future cash flows.

Debt issues

;rhe fair value of dabt issues is calculated by ulilising discounled cash flow models, based on the estimated fulure cash
ows,
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24, FAIR VALUE OF FINANCIAL INSTRUMENTS {CONTINUED)

Derivative liabilities
The fair value of swaps is calculated by utilising discounted cash flow models, based on the estimated future cash flows.

Creditors and other liabilitles

The carrying amount of creditors and other liabilities is an approximation of fair value.

Summary
The following table provides comparison of carrying and fair values (or each item discussed above, where applicable:

Consolidated
Carrying Falr valua Camying Fair value
amounts in thousands of dollars amount 2009 2009 amount 2008 2008
Recognised Financial Assets
Cash and cash equivalents 881,479 861,479 718.843 718,843
Avaliable for sale financial assets 7,123,035 7,123,035 8,878,414 8.878.414
Loans and advances 39,307,885 39,519,972 38,998,197 38,671,644
Derivative assets 50,648 53,648 956,330 956,330
Accrued interest recelvable 152,830 . 152,890 183,333 183,333
Recognised Financlal Liabllities
Deposits 21,221,810 21,230,298 18,800,207 18,818,041
Depesits payable to other financial institutions 9,070,008 9,077.803 15,578,793 15,629,029
Derivative liabilities 261,331 261,301 422,034 422,034
Dabt Issues 14,091,484 14,085,432 10,823,760 10,728,124
Accrued inlerest payable 249,144 249,144 230547 230,547
Bank
Carrying Falr value Carrying Fair value
amounts in thausands of dollars amount 2000 2008 amount 20608 2008
Racognisad Finantial Assets
Cash and cash equivalents 661,479 €61,479 718,843 718,843
Available for sale financlal assets 7,123,035 1,123,035 6,878.414 6.878.414
Loans and advances 39,307,885 39,519,972 38,988,197 39,871,644
Darivative assels 53,642 58,848 956.33¢ 956,330
Accrued interast receivabla 152,890 152,890 183.333 183.333
Recognised Financlal Liabilities
Deposits 21,221,810 21,220,998 18,800,207 18,818,044
Deposits payable to other financial institutions 9,070,008 8,077,803 15.578.793 15,820,620
Darivative fiahlitlas 281,31 281,331 422,034 422034
Debt issues 14,091,484 14,085,432 10,823,760 10,728,124
Accrued interest payable 249,144 249,144 230,547 230,547
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24, FAIR YALUE OF FINANCIAL INSTRUMENTS (CONTINUED)

Methods applied in determining fair values of financlal assets and liabilities
Level 1 — Reference tc published price quotations in active markets .

This category includes Rnancial instruments whose fair value is determined directly by refarence to published quotes in
an activa markel. A financial instrument is regarded as quoted in an active market if quoled prices are readily available
from an axchange. dealer, broker, industry group, pricing service or regulatory agency, and those prices represent
acival and regularly occuming market transactions ¢n an arm's length basis.

Level 2 - Valuation technique supported by market inputs

This category includes financia! instruments whose fair value is determined using a valuation technique {model), where
inputs in the model ara taken from an active market or are market observable. If certain inputs in the model ana not
market observabte, but all significant inpuls are, the instrument is still classified in this category, provided that the impact
of those elements on the overall valuatien is insignificant.

Included in this calegory are items whasa value is derived from quoled prices of similar instruments, but for which the
pricas ara (mora than insignificantly) modified based on other market observabla externa! data.

Level 3 - Valuation technique not supported by market inputs

This category includes financial assets and liabilities whose fair value is determined using a vatuation technique {model}
tor which more than an instgnificant level of the input in terms of the averall valuation ara nol market observable. This
category also includes financial assets and liabilities whose fair vatue is determined by referenca to price quotes but for
which the market is considered inactive.

Carrying and fair value comparison

The following table presents the estimated fair values of the Group’s financial assets and liabilities. Certain balance
sheet itams are not included in the table, as they do not meet the dafinition of a financial asset or liability. The
aggregation of the falr values presented below does not represent and should not be construed as representing the
underlying valua of the Group.

Consolldated - 31 December 2009

amounts in thousands of dollars Level 1 Lavel 2 Level 3 Total

Financial [nstruments - assats

Oenivative assats
Interest rata swaps - 64,818 - 64,813
Cross currency swaps - {8,170} . {8,170)
Tatal derivative assets - 58,648 - 50,648
Available for sale financial assets
Dabt securities Issuad by Banks - 3,043,899 - 3,843,999
Debt securities issued by Govemments . 2,682,830 - 2,682,830
Mortgage backed securities - - 494 322 494,322
Other seaurities 1.884 - . 1,884
Totai available for sale financial assats 1,684 6,626,820 494,322 7,123,038
Total financial instruments ~ assets 1,884 6,665,477 494,322 7,181,683

Financial instrumants - llabllitles
Derlvative liabiliias

Interest rate swaps - {188,085) . (188,085}
Cross currency swaps . (73,246) - (73,246)
Total darivative Labilites - {261,331) - {261,331}
Total financlal Instrumants - Nabilities - {261.331) - {261,331}
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24, FAIR VALUE OF FINANCIAL INSTRUMENTS (CONTINUED)

The estimated fair values comaspond with tha amounts at which the financial instrements at our best estimate could have
been traded at the balance sheet date between knowledgeable, willing parties in arms-ength transactions, Where
available, the fair valua of financial assets and liabilities is based on quoted market prices.

The canrying value of mortgage backed securities disclosed as level 3 are reconciled as follows:

amounts In thousands of doliars

At1Jan  Loss recognised in
2009 Income Statement

721.691 (13.415)
25, SEGMENT REPORTING

Transfers from
fevel 1 ang AL 31 Dec
Purchases Sales  Seitiaments level 2 2009
333287 (333.226) (236.466) - 484,322

The Group has thres operating segments being Mortgages, Savings and Commaercial Loans. The segments have been

identified based on intenal reports that are reviewed and used by the Executive Committee in assessing perforrnance and in
determining the allocation of resources.

Each divisian is headed by a member of the Execulive Committea. The Board seis the performance targets, epproves and
manitors 1he budgets prepared by the divisions, The divisions formulate strategic, commercial and financial policy in
conformity with the overall strategy and performance targets set by the Board.

Operating income materially comprises of a cormbination of transactions directly identifiable to each of the divisions and
internal transfer pricing. Transfer pricing is set on an arm’s lenglh basis for inter-segment transactions. Allocation of
expenses is a combination of directly identifiable allocation and segment waighiing.

Consolidated

amounts in thousands of doflars Moertgages Savings Commercial Loans Total

Year ended 3% December 2009
QOperating income 412,683 168,007 75,973 856,663
Loan loss provisioning (35,285) - (40,889) (76,274)
Allpcated expenses (87,870) (89,747) (7,910) {205,527)

Net sagment eamings 279,428 68,260 27,174 374,882
Loans and advances 35,652,490 150,000 3,505,325 39,307,885
Deposits - 21,211,810 - 21,221,810

amounts in thousands of dolars Mortgages Savings Commercial Loans Total

Year ended 31 December 2008
Operating income 343.101 55.023 67.170 465,294
Loan Iess provisioning {9,750) - (2.952) (12.702)
Aliocated expenses (102.839) (81,284) (9,659) (193,782)

Net segment eamings 230,512 (26,261) 54,559 258,810
Loans and advances 35.052.713 150,000 3,795,484 38,998,197
Deposits - 18.800.207 N 18,800,207

Consolidated

amaunts in thousands of dollars 2009 2003
Net segment eamings 374,862 258,810
Income tax expenss {311,158) (78,722}

Pruofit tor the year 263,704 182,088
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28. RISK MANAGEMENT

Introduction

The objeclive of the Group's Risk Management function is to build a sustainable competitive advantage by fully
integrating risk management into daily business activities and strategic planning.

The following principles suppor this objective, and relale equally to the Group and the Bank as they have identical risk
profiles:

* Products and portfolios are structured, priced, approved and managed appropriately. Internal and extemal rules and
guidelinas are complied with.

+ The Group's risk prafile is transparent and consistent with delegated autherities.
» Delegated authorities are consistent with the overall Group’s strategy and risk appetite.
« Transparent communication to internal and external stakeholders on risk management and value creation.

Taking risk is inherant in the Group's business activities. To ensure prudent risk taking across the organisation, the
Group operates through a comprehensive sk govemance framework, The Group beligves this ensures the propar
identification, measurement and control of risks in all lavels of the organisation so that financial strength is safaguarded.

Risk governance

The Group's risk govemance framework provides clear charers and mandates for the management of risk. Risk
management in the Greup is effected through a governanca structure involving a saeries of locat, Board and head office
committees.

The govemance structure is independent of the day to day management of the Group's business activities. Separation
and segregation from the management structure is essential to the effective govemance of the Group's market and
balance sheat managemant aclivities. The governance structure is described below.

Board risk ovarsight

Ultimate control over the strategy and policy seitings of the Group rests with the Board. As a subsidiary of ING Groep
NV, the Group is also subject to the governance and control of the parent company. The Board vtilises two committees
to discharge its responsibilities.

Risk Committee - the Risk Committee was formed to ba effective from 1 January 2009 and replaces both the Conduct
Review Committes and the Credit and Investment Commitiee. The Risk Commiltee is responsible for overseeing the
Group's assessment and management of cradit risk, market risk and operational risk including insurance, legal and
compliance matters. The Risk Committee has been established to ensure a holistic approach to risk management within
the Group. It will ensure that the Group maintains its established policy of effective and informed risk management,
reporting to the Board as necessary, and being available to meet with regulators {such as ASIC and APRA) on behalf of
the Group, when requested.

Audit Committee — the Audit Committee assists the Board with regard to its responsibility {or ovarsaeing that an effective
intemal control framewoark exists within the Group. This includes intemal controls to deal with both the eflectivenass and
efficiency of significant business processas, which involve safeguarding of assets, the maintenance of proper
accounting records as well as non-financial considerations such as the benchmarking of operational key performance
indicators. The Committee assists the Board in the establishment and maintenance of a framework of intemal control
and ethical standards for the management of the Group.

Risk management organisation

To ensura that the risk framework is effective and clear on responsibilities, the Group adopts a 'three lines of defence’
cancept. This concept provides a clear allocation of responsibitities for the ownership and management of risk, to avoid
overlaps andfor gaps in risk govemancs.

Business line management has primary responsibility for the day to day management of risk and belongs to tha first line
of defenca.

The Risk Management funclion belongs to the second line of defence and is responsibie for formulating high-lave!
policies, limits and risk appetite. The Risk Management function provides oversight, challenge and support to optimise
the risk and raward trade-off,

The Internal Audit function provides independent and ghjective assurance on the effectiveness of the overall system of
internal contrel, inciuding financial, operational, compliance and risk management and forms tha third line of defence.
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25. RISK MANAGEMENT [CONTINUED)

Risk Management function

The Risk Managamant function within the Group, as the secand line of defence, is responsible for the identification,
measurement, monitoring and control of the following risk categories:

+  Credit risk

«  Market risk

«  Liquidity risk

+  Operational risk

The management chart below illustrates the functional reporting lines within the Group’s risk arganisation.

ING Direct Head
Bank Board Office Functional
J Departments
L [}
1
1
Board Audit Board Risk :
Committee Committee* '
|
]
- 'o R k- R R N :
] ]
] F
[ ]
Credit Risk Market Risk Operational Risk Compllance

—— Hierarchical Reporting Line
=+--+=  Functional Reporting Line

* The Bogrd Risk Committoe was formad affective 1 January 2009 and replaced the Board Crecit & investment Commizae and the Board Conduct Raview
Cormumitea which wera dissobved on 31 December 2008,

Local risk committeas

The local sk committees described balow act within the overall risk poficy and delegated authorities granted by the
Board. The commitiees have a goveming role and ensure a close link between the business lines and the Risk
Managemaent function through joint representation on each committee:

+ Asset and Liability Committes (“ALCO") — ALCO defines the policy regarding funding, liquidity, interest rate
mismatch and solvency of the Groug. ALCO provides govemance to ensure that the Graup's risk profile complies
with the Group's overall risk policy framework and meets on a monihly basis,

+ Local Credit Committge (*LCC") — Advises on transactions involving the Llaking of credit risk and on spacific and
collective loan loss provisioning for the Group. The LCC is responsible for the oversight and monitoring of the credit
infrastructure (incomoraling systems, modets, people and policies) and credit portfolios (quality and anmars) and
meets on a monthly basis,

+ Operationai Risk Committee ("ORC") — The overail responsibility of the ORC is to identify, measure and monitor the
operational and compliance risks of each unit of the Group and to ensura that appropriale action is taken to control
and mitigata the level of operational risk. The ORC facilitates the accountability of operational risk management
practices lo managers within the business and meeis on a monthly basis.

ING Bank {Australia} Limited and controlled entity
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2g, RISK MANAGEMENT (CONTINUED)

Risk policies

The various risk management functions have each designed and issued a framework of risk management paticies and
procadures providing local guidance on how o manage risk. Palicies and procedures are regulany reviewed and
updated via the relevant risk committees with annual Board approval,

Risk measuremeant

The majar risk categories associated with the volume and variety of financial instruments that the Group uses are credit,
market, liquidity, operational {inctuding fraud, information and securily risks) and compliance risk, In the following
seclions below, tha Group's risk management aclivities are described with respect to thase risk categorigs. Each risk
categary describes the types of risk managed and the applicable risk measurement method that the Group practices,
including quantification of the risks.

CREDIT RISK

Credit risk i3 the rigk of loss from default by dehiors or counterparties. Credit risk anses in the Group's lending, pre-
satilement and invesiment activitias. Credit risk management is supported by dadicated credit risk information systems
and intemal rating methodologies for debtors and counterparties.

The Group's cradil exposure mainly relates lo traditional secured lending to individuals {relail banking) and businasses
{commerciat banking) followed by investiment in short and long term wholesale loans and securities. Loans to individuals
are mainly mortgage loans secured by residential property. Wholesale loans and securities are unsecured. Securitised
assets such as mortgage backed securitigs are secured by he pro-rata porlion of the undarying pool of assets held by
the issuer of the securitised bond.

Risk classas are defined based upon the quality of the exposures in terms of creditworthiness, varying fram invastment
grade to problem grade exprassed in Standard and Poar's rating agency {"S&F"} equivalents.

Risk classes: Group portfolio as a percentage of total outstandings
Weighted Total Group

S&P Equivalent Rating Risk Gradings 20098 2008
AAA 1 3.3 4.3
AA 2-4 1M1 1.6
A 57 117 2.4
B88B 810 38.2 455
8B 11-13 r.2 A
B 14-17 4.1 141
Problem Grade 18-20 24 1.0

100.0 100.0

The distribution of asset exposures by risk grading include relail, commercial and whalesale investments. The Group
maintains a portfolio of wholesale assets rated by S&P of al least an A raling. The majority of these investments are
rated at least AA by S&P. The highest (internal) risk grade for retail loans is a risk grade of 5 with the majority rated
between risk gradas 8 and 11. The highesl (intemal) risk grade for commercial loans is a risk grade of 10 with the
majority rated betwean risk grades 11 and 12.

Settlement risk

Settlemant risk arises when there is an exchange of value (funds andfor instruments) for the same or different value
dates and receipt is not verified or expected until tha Group has paid or delivered its side of tha trade. The risk is that
the Group delivers but does not receive delivery from the counterparty. Setfement risk can mast commonly be
contained and reduced by entering into transactions with delivary-versus-payment settlement methods, as is common
with most clearing houses, or settlemant netting agreements. Risk is further mitigated by aperational procedures
requiring trada confirmations to counterparties with afl transaction details and entering internationally accepted
documantation, such as Intemational Swaps and Derivalives Association Master Agreements for derivative transactions.

ING Bank {Austratla} Limited and controied entity
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25. RISK MANAGEMENT (CONTINUED)

Collateral policies

As with all financial institutions and banks in particutar, the Group is in the business of taking credit risk. As such, the
creditworthiness of customers, trading partners and investments is continually evalvated for their ability to meet their
financial obligations to the Group. During the process of craating new loans or investments as well as raviewing existing
loans and investrmants, the Group determines the amount and type of collateral, if any, that a customer may be required
to pledge to the Group. Genarally, the lower the perceived credit worthiness af a borrower or financial counterparty, the
more collateral the customer or counterparty will have to provide.

Collateral held as sacurity for treasury assats is determined by the nature of the instrument. Loans, debt securilies,
treasury and other eligible bills are generally unsecured with the exception of asset backed securities and simitar
{nstrurments, which are secured by poals of financial assets.

The Group implemented Cradit Support Annex (*CSA™) agreements with a number of wholesale counterparties during
2009. These agreements allow the Group Lo issue margin calls on the net mark-to-market amount of derivative positions
held between the Group and individual wholesale counterparties. These agreements and subsequent colfateral calts
raduce the cradit risk with these counterparties as the mark-to-market value increases.

Problem loans

The Group continually measures its portfalio in terms of payment arrears. The impairment levels on tha commercial
loans are monitored on an individual basis. The impairment levels on the retail partfolios are monitored each month on a
portfolic basis to determine if there are any significant changes in the level of amrears. Generally, an obligatien is
considared 'past-due’ if a payment of interest or principal is more than one day late. In practice, the {irst 5-7 days after
an obligation becomes past due is considered o constitule operational risk. Afer this period, letters will be sent to the
abligor reminding tha obligor of its (past due) payment obligations. Once the account is in amaars, the obligation is
usually transferred to the collections business unit. In order to reduce the number of arrears, the Group encourages
obligors te se! up automnatic debits from their accounts to ensurse imely payments.

Generally, all loans with past due financial obligations of mare than 90 days are automatically reclassified as impaired.
However, there ¢an also be other reasons for declaring a loan impaired prior to it being 90 days past due. These
include, but are not limitad to, the Group's assessment of a customer's perceived inability 10 maet its financial obligation,
or the customer filing for bankruptcy or bankruptey pratection. In some cases a materiat breach of financial covenants

will also trigger a reclassification of a loan to the impaired calegory.

There is no significant concentration of a particular type of loan structure in the watch-list, past due or the impaired loan
portfolio.

The total retail mortgage porticlio 90 days past due as at the end of 2009 decreased by 32 basis points to 47 basis
paints of outstandings {2008 - 79 basis points) and remains below external banchmark indices. Over the course of 2009,
in anticipation of continued pressure on amears due 16 the Global Financial Crisis, additional exparienced personnel,
particularly hardship specialists were recruited into the collections area.
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26.  RISK MANAGEMENT (CONTINUED)

Loans by credit quality
Consolidated

2009 2008

amounts in thausands of dollars

36,880,571 36,7714
1,765,792 1,822,293
351,31 321.352
39097684 38015086

Neither past due nor Impaired
Past dua bul nol impaired
impaired

Agelng analysls (past due but not Impaired)
Consolidated

2009 2008

amounts in thousands of dollars

Less than 1 payment past due 1,301,012 1.257.040

1 payment past due 301,929 381,219
2 paymenis past due 162,851 184,034
1,785,792 1,822,293
impaired loans by economic sector
Consolidated
amaunts in thousands of dollars 2009 2008
Private individuals 169,058 277,022
Construction & commercial real estate 162,263 44 330
351321 321,352
Risk concentration: Group portfolio, by economic sector
Congolidated
in percentages 2009 2008
Censtruction & commercial real estate 6.1 6.8
Financia) institutions 8.8 16.5
Private Individuals 770 749
Pubilc administration 71 1.8
100.0 100.0

The past due and impaired numbers for 2008 have been re-slated following a revised default definition adopted in
June 2009. This has been done to affow meaningfut comparison of numbers between 2008 and 2009,

The defauit definition was changed in June 2009 io calcylate past due and impaired loans at the customer (obligor)
level rather than the account level,
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26, RISK MANAGEMENT (CONTINUED)

Provision for impairmeant

Consaolidated
amounts in thousands of dollars 2009 2008
Specific provisions
Opening balance 10,115 7.508
Charges against profit ’ 63,722 9,144
Wiite-back of provislons no {onger required - (3.339)
Sub-totai 73,837 13,313
Bad debts written off {20,228) (3,168)
Closing balance - specific provisions 23,809 10,115
Coliectiva provisions
Opening haiance 14,601 6,838 .
New and increased pravisioning 12,552 7,763 i
Clesing balance — callectiva provisions . 115 14,601

Total provision for impairment 80,762 24,716

Tha Group recognises loan impairment where objective evidence is available that a loss event has occurred. Specific
provision is made for loans which are individually assessed for impairment. The impairment is recognised when there

is reasonable doubt over the collectability of principal and interast in accordanca with the loan agreement.

The estimated fair value of collataral on impaired loans was 5453 million as at 31 December 2009 (2008 - 3320 million).

Maximum credlit risk exposure

Consolidatad
amounis in thousands of dollars 2009 2008

Financlal assets

Cash and cash equivalents 681479 718,843 !

Accrued intergst recelvable 152,890 183,333

Avgilabte for sale financial assets 7,123,035 6.878.414

Loans and advances 19,307,885 38,698,167

Darivaliva assats 53,648 956,330
Total 47,303937 47,735,117
Off-8alance Sheet

Undrawn loan commitments and bank guarentees 4,744,150 4,121,308
Fotal maximum credit fsk axposure 52,048,087 51,856,425

The maximum cradit risk exposure for relevant items on the Balance Sheet is the Balance Sheet carrying value for
tha relevant financial assels. For the off-Balance Sheet itams the maximum credit risk exposure is the maximum
amount that could be required to be paid.
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26. RISK MANAGEMENT (CONTINUED)

MARKET RISK

The Group operates a banking book with the underlying assumption that banking book pasitions are intended (o ba held
in the long term {ar until maturity) or for the purpose of hedging other banking baok positions.

Market risk can be defined as the unexpected adverse movement in value due to changes in interest rates, credit
spreads, currencies and related correlations, For the Group, this covers:

+ Interest rate risk

»  Foreign exchange risk

Intarest rate risk in the banking baok

Broadly defined, interest rate risk is the risk of, or potential for, a change in income or economic value of the Group as a
result of movements in market interest rates.

In the normal course of its business, the Group minimises the mismatches between the duration of interest rate
sensitive assets and liabilities,

The term “interest rate risk” can be classified into three main calegories;

¢ Trading risk — the risk that arises from dealing in interest rate instruments with the express purpose of generaling
incoma from their purchase and sale. Trading will typically involve multiple purchases and sales over a short ime
frame. Trading activities will nermally be accountad for on a mark-lo-market basis. The Group does not trade and
therefore this risk is not present within the Group. '

»  Model risk - the business activities of the Group give rise to assets and liabilities, both on and off-Balance Sheet,
each of which has a re-pricing profila. Most of these assels and liabilities have a contraciual re-pricing profile.
Howaver, for certain assets and liabilities, the re-pricing profile may need to be determined through modelling and
analysis {for example, nan-maturity deposits, capital, nan-performing loans and embedded interest rate options).
The Group actively manages tha potential model rigk through a regular review process and frequent analysis.

+ Mismatch risk — the contractual (or modslled) repricing profile of the Group's interest rate sensitive assets and
liabllities gives rise to a net mismatch. One of the objectives of ALCO is to monitor, manzge and minimise the net
mismatch position of the Group. When the repricing profiles of all assets and liabilities are perfectly matched, the
Group has no net exposure to movements in market interest rates. A perfect match of all interest rate sensitive
assets and liabilities is nearly impossible Lherefore a residual mismatch position is managed and capital is allocated
far the mismatched position.

Managing and monitoring intarast rate risk

The type and level of mismatch interest rate risk of the Group is managed and monitored from two perspectives, being
an economic value perspective and an eamings perspective. The most important of these measures are Economic
Value Sensitivity ("EVS”) and Eamings at Risk (*EaR");

+ EVSis a measure of the increase or decrease in the net economic value of the Group resulting from a ¢change in
markat interest rates. The process of calculating EVS involves adjusting the current value of all assets and
liabilities to the values that would apply in an assumed different interast rate environment.

+ EaR estimales the amount of change in future eamings of the Group that may result from a change in market
interest rates. An objective of this policy is to ensure that the amount of patential diminution of future eamings
resuiting from changes in market rates is within the risk appetite determined by the Board.

The EaR perspective considers how changes in interest rates will affect the Group’s reported eamings through the
potential loss of eamings due to tha cument and forecast mismaich interest rate positions.
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25, RISK MAMAGEMENT {CONTINUED)

Interest rate risk analysis
amounts in thousands of dollars

Risk Monitor . 2009 2008
EVS . Limit Limit
200,000 +125.000
Exposure Exposure

8™ percentile portfolio economic value change plus basis and optionality risk * (154,593)
+200Dp parailet intaresi rate shock 9,358
~200bp paralled interest rate shock (6,192)
EaR Limit Limit

>={30)% of Base Eamings

Exposure Exposure
+ 200bp laggad Incroasa % 26%
+ 200hp immediate increasa {10%) {6%)

# Ses description betow regarding change In EVS methadology for 2009

Assumptions underlying EVS and EaR

During 2009, the Group implemented a revised methodology to determine EVS. The revised methedology is based on
the requirements in the APRA Prudential Standard (APS 117) for interast rata risk in the banking book, This method is
based on a distribution of portiolio economic values utilising 6 years of interest rate history and a cne year holding
period, Tha 39" percentile portiolio economic value is then compared to the current partfolio econamic value using the
actual rates at 31 Decemher 2009.

The previous assumption used al December 2008 for EVS was a t 200bp immediate parallel rate shack. The portfolio
economic value of the Balance Sheet is calculaled based on this rate shock and compared 1o the portfolio economic
value using the actual rates at 31 December 2008. The difference between these two portfalio economic values is the
EVS measura,

The major assumptions thal refate to the EaR measures for 31 Decembar 2009 are:

. 200bp parallel rate shock ramped over 12 months;

«  The change in interasl rate applied to the savings accounts for the immaediate increase scenario is in lina with the
change in market rates; and

«  The change in interest rate applied to the savings accounts for the lagged increase scenario is based on an
internally approved model for lagging the rate.

Other key assumplions used to measure EVS and EaR are:

+  Forecast growth in each product based on the approved product budget growth;
»  Forecast market rates and margins applied to each product;

. Contractual maturity and repricing characteristics; and

. Forecast maturity of new business volumes.

Foreign exchange risk

Fereign axchange exposure is the risk of loss due Lo adversa movements in exchange rates, Group policy requires that
all currency risks are removed through hedging.
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26. RISK MANAGEMENT {CONTINUED)

LIQUIDITY RISK

Liguidity risk is the risk that lhe Group cannot mest its financial fiabilities or take advantage of investiment opportunities
at a reasonable cost and in a timety mannar. Treasury is responsible for ensuring that the Group has continucus access
to funds in accordance with policies established and monitored by the Board, Risk Committes and ALCO. The primary
objective is to maintain sufficlent liquidity in order to ensure safe and sound operations,

The key objectives of the Group's liquidity managemant policy ara to measure, monitor and repont expected liquidity
flows, and also to provide early wamning signals of potential adverse developments, so that preventative steps may be
triggered.

The tiquidity strategy of the Group has four primary components:

s The first component is management of day to day funding. The objective is to ensure day to day funding
requirements are adequaltely spread to avold concentrations. The Treasury depantment manitors all maturing cash
flows and expected changes in core business hunding requirements. This includes replenishmen of axisling funds
as they mature, expected withdrawals from rgtail savings accounts and additional borrowings. Furthgrmore, access
to the wholesale and capital markets is aclively managed by regular debt issues and investor relations
maintenance;

= The second component is the maintenance of an approprate mix of funding sources. The Group aims for a well
diversifiad funding mix in terms of instrument types and fund providers. The Group has a broad base of retail
funding, which mainty consists of personal savings accounts. Although individuals may withdraw their funds at any
time, in aggregate they form a stable source of lang term funding;

+ The third component of the Group's liquidity strategy is lo maintain a broad partfolio of highly marketable assets that
can be readily converted into cash to meet unexpected cash flows. The Group holds a divarsified portfolio of
government, bank and other securities. These marketabla assets can providas liquidity through repurchase
agreements or through sale;

*  The fourth component of the Group's liquidity stralegy is to have adequate and up to date contingency funding
plans and early waming liquidity triggers in place throughout the Group. The contingency funding pians are
established for addressing temporary and long term liquidity disruptions caused by a general event in the market or
a Group specific evenl. These plans ensura that all roles and responsibilities ara claarly defingd and al! necessary
management information is in place. The main objective of the Group’s contingency funding plan and early waming
liquidity triggers Is to enable senior managemani to act effectively and efficiently at times of crisis.

The Group's liquidity policy has been developed in accordance with the liquidity management policies of ING Groep NV
and APRA prudential standards.

The Group has continued to exparience consistant access across the wholesale funding markets over the past yaar.
Response to the Group's debt Issuance conlinued to be strong albeit at greater cradit spreads. At 31 Decembar 2009,
approximately 45% of the Group's funding was provided by retail sourcas (2008 - 42%) and 55% was provided by
wholesala sources {2008 — 58%).

As a response to the continued challenging conditions posed by the credit crisis through 2008 and 2009, the Group
undertook a number of initiatives to improve the level of and access to fiquidity, as well as increasing the intensity of the
maonitoring and management regimes. Specific initiatives included:

»  strengthening of intemal risk management practices and the sanior management team, including more direct senior
management involvemen! and alse mors fraquent and more datailed reviews;

+ increasing the issuance of tenm debt guarantaed by the Australian Govemment and reducing the Group’s issuance
of short term wholesale debt;

» maintaining a surplus of marketable liquid assets over the intemal policy requirements throughout the year. The
level of liquid assets was $7.8 billion at 31 December 2009;

= reducing the expasure to securities issued by financia) institutions and increasing the volume of semi-government
exposure.

in management's opinion, liquidity is sufficient to meel our present and expected requirements.
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26. RISK MANAGEMENT [(CONTINUED)}

OPERATIONAL RISK

Operational risk is the risk of loss resulting from failed or inadequate processes, people ar systems or frormn external
events. Key areas of operational risk for the Group include fraud risk, information security risk, physical sacurity risk and
pracess breakdown. The Group has implemented a framewark (hat facilitates the identification, assessment,
measurement and contrel of oparational risk across the busingss.

The Board and Risk Committea are responsible for establishing policy in this area and for the ongoing ovarsight of
operational risk. This process is supported by the ORC.

The aim of the Qparational Risk Management (“ORM") depanment Is to support management of the business lines (first
line of defence) which is responsible for managing the Group's operational, information and security risks. This is done
by raising operational risk awareness and ingight, increasing operational risk and loss transparency, improving early
waming information and allocating risk ownership and responsibilities. This contributes to mare stable business
processas and lower operational risk cosls.

Management

A comprehensive oparational risk framework is in place and operating across the Group. The framework is split Into four
main activities and processes:

Risk managemaent process Examples of risk management tools
Risk identification Risk and control self assessments
Risk awareness programs
Fraud detection
Risk measurement Incident reporting and analysis

Risk adjusted ratumn on capita!

Quality of control scorecards

Risk monitoning ’ ORC

Audit findings action tracking

Key risk indicator reporting

QOperational risk dashboard

Risk mitigation New product approval process

Information security plans & implementation

Crisis management & business continuity planning

The Group is promoting effective management of operational risk by demonstrating thal the appropriate steps have
been taken to control operational risk. The Group applies scorecards for this purpose. The purpose of the annual
scorecard is to measure the quality of ORM processes within a business. Scoring is based an the ability to demonstrate
that the requirad risk management processes (risk govemance, identification, measurement, monitoring and mitigation)
are in place within the Group. The scorecard indicates tha tevel of control within the Group. The scoring results in a
decrease or increase of required risk capital, depending on bath the maturity of implementad ORM and the controd
measuras taken.
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28. RISK MANAGEMENY (CONTINUED)

The scorecand consists of seven maodules tljat supplement each other:

Risk management process Focus
Risk govemance Ciear alocation of responsibiiities

. P Early identification of key risks and mitigation strategies
Risk identification embeddad

Department and staff objectives are aimed towards effective

Objective setting fisk management

Aiming for an acceplable (controlled) leve) of isks and

Risk assessment athieving a minimum tevel of unidentified risks

Management responsiveness on critical, high and medium

Risk rasponse risks

Control aclivitlies Activities undertaken to ensure conlrol environmenl 15 robust

Manitorirg of compliance triggers

Infarmation and communication
Risk cost transparency and risk awareness

The Group's operational risk framework has been developed based on ING Groep NV standards and APRA regulatory
requiremants.

27. CAMTAL MANAGEMENT

The Bank is an Authorised Deposit-taking Institulion and is subject to regulation by APRA under the autharity of the
Banking Act 1959. From 1 January 2008, APRA has sel minimum regulatory capital requirements for banks that are
consistent with the Basal |i Accard issued by the Basel Committes on Banking Supervision (“The Basel Commitiee”),
These requirements define what is acceptable as capital and provide for standard methods of measuring the risks
incurred by the Group. APRA has sel minimum ratios thal compare tha regulatory capital with risk weighted on and off-
Balance Sheet assets for credit and oporational risks as well as mandaling a charge for other risks that may or may not
be easily measured.

Requtatory capital is divided inta Tier One and Tier Two capital. Certain deductions are made from the sum of Tier One
and Tier Two capital to amive at the Capital Base. Tier One capital primarily consists of sharsholders’ equily plus
retained eamings, less capitalised expenses. Tier Two capilal pimarily consists of redeemable preference shares, the
genaral reserve for credil losses and the collective provision for impairment losses.

In accordance with APRA’s methodology, measuring credit risk requires one of a number of risk welghis to be applied to
each assel on the Balance Sheet and to off-Balance Sheet obligations. The risk weights are apglied to the Group's
asset range from 0% to 100%. APRA applies an additional capital charge lor operational risk based on the semi-annual
changes in the Balance Sheet and Income Statement as well as potentially requiring the Group to hold additional capital
for other risks it may deem significant.

The Group actively manages its capital lo balance the requirements of various stakeholders {including requlators, rating
agencies and the shareholder). This is achieved by optimising the mix of capital while maintaining adequate capital
ratios at all times.

Active capital managamant

Some ol the factors that affact the level of required capital during the nermal course of business are:
e The volume of risk weighted assets;

+ The extent of the mismatch between the asset and liability duration;

¢ The expecled changa in interest rales in the near term and

+ The changes In investment strategy.
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27. CAPITAL MANAGEMENT (CONTINUED)

To support these business activities and market effects, the Group aclively manages its capital. The main focus of this
policy is to ensure the Group maintains an adequate supply of capital for its exisling and near term goals through
anticipating when additicnal capital is required and ensuring an adequate buffer above regulatory requirements is
ahwvays maintained.

Market risk capital

The Group holds sufficient capital to cover the potential risks associated with interest rate risk in the banking book. The
Group measures this risk by ascribing a portion of the capital adequacy limit {o cover the calculated change in econonic
value from adverse maovements in interest ratas. The Group has implemented buffar and trigger limit structures to
ensure that sufficient capital is maintained to maet unexpected changes in the risk profile of the Group resulting from
short term movaments in market interest rates.

Faorecasting regulatory capital requirements

The Group's capital management policy requires reguiar foracasts of the affect on the Group's capital position of
potential changes in market conditions, of expected changes in asset and fiability volumes, and of any changes to the
duration of the Balance Sheet.

+ Risk weighted assets - one of the major factors affecting the future capital requirement Is asset growth as neflected
through measured risk weighted assets. The projection of risk weighted assets is based on budgeted growth rates
for retail and commercial loans and the strategic mix of wholesale assets that may be prescribed at differant times
under the direction of ALCO.

+  Markel interast rates - volatility in market interest rates plays an important role in the interest rate risk inherent in the
Balance Shest. The greater the velatility, the higher the potential move in rates over the future months and
therefore the greater the potential changs in market value of the assets and liabililies. The Group maintains a
history of market intarest rates and the implied volatilities in order to monitor whan rates hava the polential for larger
moveas.

»  Netduration of assets and liabilities - the longer the assel duralion, the greater the change in market value for any
given movement in market rates. The net duration of the Group's assets and liabilities will change as a result of
both growth aver time, and aiso through the change in duration profile.

Surplus capital

The Group holds an amount of surplus capital over intemal policy requirements to ensurs that neither the capital
adequacy limit nor the market risk capiial trigger are breached in the avent of unanticipated movemants in market
interest rales.

The required amount of surplus capital contempiates the impact of potential changes in market interest rates on the
sconomic value sensitivity and resulting embedded gain or loss position. Additionaily, the amount of surplus capital
must be sufficient to accommodate a suitable period of time before additional capital can be delivered.

ING Bank (Australia) Limited and controfied gniity
Annpal Report 2009
57




27, CAPITAL MANAGEMENT {CONTINUED)

Key Capital Indicators

Consolidated

amounts in thousands of doltars

2009 2008

Quaiifying capital
Tier 1
Total equity
Adjust for: Availabte for sale raserve
Cash flow hedge reserve
General reserve for crodit losses
Total adjustments
Deductions
Total tier 1 quallfying capital

Tier 2
General reserva for credit losses and collective provisioning
Redeemable preference shares

Total tier 2 qualifying capital

Totat qualifying capital

Total rigsk adjusted assets and off Balance Shoel exposures
Risk Weighted Capital Ratlo

28. ULTIMATE HOLDING ERTITY

2,356,239 1,938,325

(14,654) 10,830
61,070 188.836
(83,489)
(37,073) 199.666
{111,498) {80,302)

2,207,670 2.057.689

102,496 10.221
1,000,000 1,000.000
1,102,496 1.010,221

3,310,168 1.057.810

25,368,118 23,918,205
13.0% 12.8%

ING Bank (Australia) Limited is the ullimate Australian holding company and its ultimate controlling entity is ING Groep

NV which is incorporated in the Netherlands.
29, RELATED PARTY DISCLOSURES

Loans to entities in the wholly owned group

Aggregate amounts receivable comprise term loans, at call loans, accrued interest and inter-company balances. Interest

received was charged on nomal commercial terms threughaut the year, No security or guaranies has been provided

and no had and doubtful debt provisions were raised during the year,

Bank
amounts in thousands of detflars 2009 2008
Aggregate amounts receivabla from the ultimate contreliing entity 151,609 153,273
Aggregate amounts receivable from related parties in the wholly owned group - 652,808
Total 151,609 806,081
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29, RELATED PARTY DISCLOSURES (CONTINUED)

Loans from antitias in the wholly owned group

Aggregate amounts payable comprise subordinated debt, redeemable preference shares, certificates of deposit,
accrued interest and Inter-company balances. Interest was charged on subordinated dett and certificates of deposits on
normal commercial terms throughout the year. No security or guarantes has been provided and no bad and doubtful
debt provisions were raised during the year.

Bank
amounts in thousands of dollars 2009 2008
Aggregate amounts payable to the ultimate controlling entity 428 559
Aggregate amounts payable io related partles in the wholly owned group 1,745,259 2.955.310
Tatal 1,745,687 2,955,869

Cther transactions with entities In the whally owned group

Aggregate amounlts payable comprise accrved interest and currency revaluation on the cross currency swap. Interest
was charged on nonmal commercial terms throughout the year. No security or guarantee has been provided and no bad
and doubtful debt provisions were raised during the year,

Bank
amounts In thousands of dollars 2009 2008
Amcamits receivable from related parties in the wholy owned group 76,121 859,729
The Group paid fees for expenses incurred for services rendered on behalf of the Group.
Bank
amounts in thousands of dollars 2009 2008
Amounts paid or payable to the ullmata controlling entity 9,817 10,827
Amounts paid or payable to related bodies 51 58
Total 9,668 14,885

Transactions with the controlied entity IDS Trust 2008-1

Aggregate amounts receivable comprise at call (oans, resigential mortgage backed securities and accrued interest.
Interest received was charged on normal commenrcial terms throughout the year. No security or guarantee has been
provided and no bad and doubtful debt provisions were raised during the year.

Bank
amounts in thousands of dollars 2009 2008
Aggregate amounts receivable from the controlled entity 1813 1.906

Loans to key management personnel and related entities

Loans have been provided to key management personnel and these loans were conducted in the normal course of
business and on terms applicable 10 the Group's personnel.
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2. RELATED PARTY DISCLOSURES (CONTINUED)

Other transactions with key management personne! and related entities

Key management personnal and/or their related entities hava entered into transactions of a domestic nature with the
Group. These transactions include entering into mortgages and savings deposits which are on normal commercial
terms.

Key managemant parsonngl remuneration is disclosed in Note 8,

30. CONTINGENT ASSETS AND LIABILITIES

Consolidated

amaunts in thousands of doliars 2009 2009 2008 2008
Unused Avallable Unused Available

Standby facilltes from ralated antites - - 350.000 350,000

Bank

amounts in thousands of doliars 2000 2009 2008 2008
Unused Avaliable Unused Available

Standby facilives from related entitles - - 350,900 350,000

Standby fadlities to related entilles 286,875 286,675 27210 286,875

The Bank has provided a liquidity facility of $286.9 million (2008: $286.9 million) to the Trusl.

31, COMMITMENTS

Irravocable commitmants to extend credit include all obligations on the pant of the Group to provide credit facilities and
bank accepted guarantees represent unconditional undertakings by the Group 1o support the obligations of its
customers to third parties.

Consolidated

amounts in thousands of doliars 2000 2008
Commitments to extend credit

- imevocable commitments (o extend credit 4,714,175 4,075,385

- bank accapted guaraniees 29,975 45943
Total commitmants to extend credit 4,744,150 4,121,308
Operatng Leases - Land & Buildings °
Lease payments due;

- not later than 1 year 8,433 8,583

- later than 1 year ang less than § years 37,607 34,403

- later than 5 years 23,99% 29,981
Total minimum lease payments To,o:'?s 72,967

'Operau'ng leases are the leases of the premises the Bank occuples at 140 Sussex Steet Sydney, 3 Refiance Drive Tuggerah, &
Rediance Orive Tuggerah, 570 Bourke Street Malbourna. 6-12 Hurtle Parade Mawson Lakes {Adelaide), 100 Edward Streel Brisbane
and 474 Muray Street (Penh).

32 SUBSEQUENT EVENTS

No subsequent events or lransactions have occurred since the year ended 31 December 2009 or are panding that
would have a material effect on the Financial Statements.
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DIRECTORS' DECLARATION
In accordance with a resolution of the Directors of ING Bank {Australia) Limited, we state that -

1} In the opinion of the Directors:

a) the Financial Statements and notas of the Company and cansolidated entity are in accordance with
the Corporations Act 2001, including;

iy giving a true and fair view of the Group’s financial position as at 31 December 2009 and of its
performance for the year ended on that date: and

ii) complying with Accounting Standards and Corporations Reguiations 2001; and

b} There are reasonable grounds to believe that the Group will he able to pay its debts as and when they
become due and payable.

On behalf of the Board

L

AN i' -
Phillip R Shirriff Donald J Koch
Chairman Director

Sydney
Date: 25 February 2010
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CONFORMITY STATEMENT

Conformity statement pursuant to section 5:25¢ paragraph 2(c} of the Dutch Financial Suparvision Act (Wet op
het financiesl toezicht)

The Board is rasponsible for maintaining proper accounling records, lor safequarding assets and for taking reasonable
sleps to prevent and detect fraud and other iregularities. it is responsible for selecting suitabla accounting policles and
applying them on a consistent basis, making judgments and eslimates that are prudent and reasonable. It s also
respansible for establishing and maintaining intamal precedures which ensure that all major financiat information is
known to the Board, so that the timeliness, completeness and comectness of the extemal financial reporting are
assured.

Each of the signatories heraby confirms that to the best of their knowledge:

s  the ING Bank {Australia) Limited Annual Accounts give a lrue and fair view of the assets, liabilities, financial
position and profit or 1oss of ING Bank (Australia) Limited and the enterprises included in the consolidation taken
as a whole;

+  the ING Bank (Austraiia) Limited Annual Report gives a true and fair view of the position at the balance sheet date,
the development and performance of the business during the financial year 2009 of ING Bank (Australia) Limiled
and the enterpnises included in the consolidation taken as a whole, together with a description of the principal nisks
ING Bank {Ausiralia) Limited is being confronted with.

Signed in accordance with a resolution of the Directors, {‘
- ~ -
Phillip R Shirriff Donald J Koch
Chairman Director and Chief Execulive Officar
Sydney
25 February 2010
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independent auditor's report to the members of ING Bank (Australia)
Limited

Report on the Financial Report

We have audited the accompanying financial report of ING Bank (Australia) Limited, which comprises the
statement of financial position as at 31 December 2009, and the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the year ended on that date, a summary of
significant accounting policies, other explanatory notes and the directors’ declaration of the consolidated
entity comprising the company and the entities it controlled at the year's end or from time to time during
the financial year.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation and fair presentation of the finangial
report in accordance with the Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corparations Act 2001. This responsibility includes establishing and maintaining
internal controls relevant to the preparation and fair presentation of the financial report that is free from
material misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the circumstances. In Note 2, the
directors also state that the financial report, comprising the financial statements and notes, complies with
International Financial Reporting Standards as issued by the international Accounting Standards Board.

Auditor's Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our
audit in accordance with Australian Auditing Standards. These Auditing Standards require that we comply
with retevant ethical requirements relating to audit engagements and plan and perform the audit lo obtain
reasanable assurance whether the financial report is free from material misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial report. The procedures selected depend on our judgment, including the assessment of the risks of
material misstatement of the financial report, whether due to fraud or error. In making those risk
assessments. we consider internal controls relevant to the entity's preparation and fair presentation of the
financial report in order to design audit procedures that are appropriate in the circumstances, but not fer
the purpose of expressing an opinion on the effectiveness of the entity’s internal controls. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall presentation of the financial report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Independence

In conducting our audit we have met the independence requirements of the Corporations Act 2001, We
have given to the directors of the company a written Auditor's Independence Declaration, a copy of which
is included in the directors’ report. The Auditor's Independence Declaration would have been expressed in
the same terms if it had been given to the directors at the date this auditor's report was signed. |n addition
to our audit of Lthe financial reporl, we were engaged to undertake the services disclosed in the notes to
the financial statements. The provision of these services has not impaired our independence.

’

' Liabliity Emited by a scheme approved
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Auditor’s Opinion

in our opinion:
1. The financial report of ING Bank (Australia) Limited is in accordance with the Corporations Act 2001,
inctuging:

i giving a true and fair view of the financial position of ING Bank (Australia} Limited and the
‘ consolidated entity at 31 December 2009 and of their performance for the year ended on
| that date; and

! i complying with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Reguiations 2001,

2. The financial report also complies with Internatfonal Financial Reporting Standards as issued by the
International Accounting Standards Board.

(fﬁ-mﬂ‘c ¢ o

Ernst & Young

' Steve Ferguson
Partner

Sydney

25 February 2009




