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Prospectus Directive (as defined herein) and relevant implementing measures in Luxembourg, as a
base prospectus issued in compliance with the Prospectus Directive and relevant implementing
measures in Luxembourg for the purpose of giving information with regard to the issue of notes
("Notes") issued under the Euro Medium Term Note Programme (the "Programme") described in this
Base Prospectus during the period of twelve months after the date hereof. This Base Prospectus
comprises a base prospectus for the purposes of Article 5.4 of the Prospectus Directive. The CSSF
assumes no responsibility as to the economic and financial soundness of the Programme or the Notes
and the quality or solvency of the Issuer pursuant to the provisions of article (7)(7) of the Luxembourg
Law on Prospectuses for Securities. Applications have been made for such Notes to be admitted
during the period of twelve months after the date hereof to listing on the official list and to trading on
the regulated market of the Luxembourg Stock Exchange. The regulated market of the Luxembourg
Stock Exchange is a regulated market for the purposes of the Markets in Financial Instruments
Directive 2004/39/EC. The CSSF may be requested, from time to time, to provide certificates of
approval attesting that the Base Prospectus has been drawn up in accordance with the Prospectus
Directive to the competent authorities (for the purposes of the Prospectus Directive) of other European
Economic Area Member States. A list of Member States to which such a certificate has been provided
may be obtained from Chorus Limited (the "Issuer” or "Chorus"), Chorus New Zealand Limited (the
"Original Guarantor") or the Luxembourg Listing Agent. The Programme also permits Notes to be
issued on the basis that they will not be admitted to listing, trading and/or quotation by any competent
authority, stock exchange and/or quotation system or to be admitted to listing, trading and/or quotation
by such other or further competent authorities, stock exchanges and/or quotation systems as may be
agreed with the Issuer.

Tranches of Notes may be rated or unrated. Where a Tranche of Notes is rated, the applicable
rating(s) will be specified in the relevant Final Terms. Whether or not each credit rating applied for in
relation to a relevant Tranche of Notes will be issued by a credit rating agency established in the
European Union and registered under Regulation (EC) No 1060/2009 of the European Parliament and
of the Council of 16 September 2009 on credit rating agencies (the "CRA Regulation") will be
disclosed in the relevant Final Terms. In general, European regulated investors are restricted from
using a rating for regulatory purposes if such rating is not issued by a credit rating agency established
in the European Union and registered under the CRA Regulation unless the rating is provided by a
credit rating agency operating in the European Union before 7 June 2010 which has submitted an
application for registration in accordance with the CRA Regulation and such registration has not been
refused. A rating is not a recommendation to buy, sell or hold Notes and may be subject to
suspension, change or withdrawal at any time by the assigning rating agency.

Investing in Notes issued under the Programme involves certain risks. The principal risk

factors that may affect the abilities of the Issuer and the Original Guarantor to fulfil their
respective obligations under the Notes are discussed under "Risk Factors" below.
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IMPORTANT NOTICES

Each of the Issuer and the Original Guarantor (together with the Issuer the "Responsible
Persons") accepts responsibility for the information contained in this Base Prospectus and
declares that, having taken all reasonable care to ensure that such is the case, the information
contained in this Base Prospectus is, to the best of its knowledge, in accordance with the facts
and contains no omission likely to affect its import.

Each of the Issuer and the Original Guarantor is not in operation as at the date of this Base
Prospectus. As a result, the Issuer and the Original Guarantor do not have historical financial
information for any period of operation.

Each Tranche (as defined herein) of Notes will be issued on the terms set out herein under
"Terms and Conditions of the Notes" (the "Conditions") and any other terms and conditions not
contained herein will be set out in a document specific to such Tranche called final terms (the
"Final Terms"). This Base Prospectus must be read and construed together with any
supplements hereto and, in relation to any Tranche of Notes which is the subject of Final Terms,
must be read and construed together with the relevant Final Terms.

The Issuer and the Original Guarantor have confirmed to the Dealers named under
"Subscription and Sale" below that this Base Prospectus contains all information which is (in the
context of the Programme, the issue, offering and sale of the Notes and the guarantee of the
Notes) material; that such information is true and accurate in all material respects and is not
misleading in any material respect; that any opinions, predictions or intentions expressed herein
are honestly held or made and are not misleading in any material respect; that this Base
Prospectus does not omit to state any material fact necessary to make such information,
opinions, predictions or intentions (in the context of the Programme, the issue, offering and sale
of the Notes and the guarantee of the Notes) not misleading in any material respect; and that all
proper enquiries have been made to verify the foregoing.

No person has been authorised to give any information or to make any representation not
contained in or not consistent with this Base Prospectus or any other document entered into in
relation to the Programme or any information supplied by the Issuer or the Original Guarantor or
such other information as is in the public domain and, if given or made, such information or
representation should not be relied upon as having been authorised by the Issuer, the Original
Guarantor or any Dealer.

None of the Dealers, the Trustee nor any of their respective affiliates have authorised the whole
or any part of this Base Prospectus and none of them makes any representation or warranty or
accepts any responsibility as to the accuracy or completeness of the information contained in
this Base Prospectus. Neither the delivery of this Base Prospectus or any Final Terms nor the
offering, sale or delivery of any Note shall, in any circumstances, create any implication that the
information contained in this Base Prospectus is true subsequent to the date hereof or the date
upon which this Base Prospectus has been most recently amended or supplemented or that
there has been no adverse change, or any event reasonably likely to involve any adverse
change, in the prospects or financial or trading position of the Issuer or the Original Guarantor
since the date thereof or, if later, the date upon which this Base Prospectus has been most
recently amended or supplemented or that any other information supplied in connection with the
Programme is correct at any time subsequent to the date on which it is supplied or, if different,
the date indicated in the document containing the same.

Neither Crown Fibre Holdings Limited nor the New Zealand Government nor any of their
respective affiliates take any responsibility whatsoever for any of the information contained in
this Base Prospectus.

The distribution of this Base Prospectus and any Final Terms and the offering, sale and delivery
of the Notes in certain jurisdictions may be restricted by law. Persons into whose possession
this Base Prospectus or any Final Terms comes are required by the Issuer, the Original
Guarantor and the Dealers to inform themselves about and to observe any such restrictions.



For a description of certain restrictions on offers, sales and deliveries of Notes and on the
distribution of this Base Prospectus or any Final Terms and other offering material relating to the
Notes, see "Subscription and Sale". In particular, Notes have not been and will not be
registered under the United States Securities Act of 1933 (as amended) (the "Securities Act")
and are subject to U.S. tax law requirements. Subject to certain exceptions, Notes may not be
offered, sold or delivered within the United States or to U.S. persons.

Neither this Base Prospectus nor any Final Terms constitutes an offer or an invitation to
subscribe for or purchase any Notes and should not be considered as a recommendation by the
Issuer, the Original Guarantor, the Dealers, the Trustee or any of them that any recipient of this
Base Prospectus or any Final Terms should subscribe for or purchase any Notes. Each
recipient of this Base Prospectus or any Final Terms shall be taken to have made its own
investigation and appraisal of the condition (financial or otherwise) of the Issuer and the Original
Guarantor.

The maximum aggregate principal amount of Notes outstanding and guaranteed at any one
time under the Programme will not exceed U.S. $2,000,000,000 (and for this purpose, any
Notes denominated in another currency shall be translated into U.S. dollars at the date of the
agreement to issue such Notes (calculated in accordance with the provisions of the programme
agreement dated 30 August 2011 ("Programme Agreement"))). The maximum aggregate
principal amount of Notes which may be outstanding and guaranteed at any one time under the
Programme may be increased from time to time, subject to compliance with the relevant
provisions of the Programme Agreement.

In this Base Prospectus, unless otherwise specified, references to a "Member State" are
references to a Member State of the European Economic Area, references to "U.S.$", "U.S.
dollars" or "dollars" are to United States dollars, references to "EUR" or "euro" are to the
currency introduced at the start of the third stage of European economic and monetary union,
and as defined in Article 2 of Council Regulation (EC) No 974/98 of 3 May 1998 on the
introduction of the euro, as amended, references to "NZD", "NZ$" and "New Zealand dollars"
are to New Zealand dollars. The expression "Prospectus Directive" means Directive
2003/71/EC (and amendments thereto, including the 2010 PD Amending Directive, to the extent
implemented in the Relevant Member State) and the expression "2010 PD Amending
Directive" means Directive 2010/73/EU.

Certain figures included in this Base Prospectus have been subject to rounding adjustments;
accordingly, figures shown for the same category presented in different tables may vary slightly
and figures shown as totals in certain tables may not be an arithmetic aggregation of the figures
which precede them.

This Base Prospectus has been prepared on the basis that, except to the extent sub-paragraph
(i) below may apply, any offer of Notes in any Member State of the European Economic Area
which has implemented the Prospectus Directive (2003/71/EC) (each, a "Relevant Member
State") will be made pursuant to an exemption under the Prospectus Directive, as implemented
in that Relevant Member State, from the requirement to publish a prospectus for offers of Notes.
Accordingly any person making or intending to make an offer in that Relevant Member State of
Notes which are the subject of an offering contemplated in this Base Prospectus as completed
by Final Terms in relation to the offer of those Notes may only do so (i) in circumstances in
which no obligation arises for the Issuer, the Original Guarantor or any Dealer to publish a
prospectus pursuant to Article 3 of the Prospectus Directive or supplement a prospectus
pursuant to Article 16 of the Prospectus Directive, in each case, in relation to such offer, or (ii) if
a prospectus for such offer has been approved by the competent authority in that Relevant
Member State or, where appropriate, approved in another Relevant Member State and notified
to the competent authority in that Relevant Member State and (in either case) published, all in
accordance with the Prospectus Directive, provided that any such prospectus has
subsequently been completed by Final Terms which specifies that offers may be made other
than pursuant to Article 3(2) of the Prospectus Directive in that Relevant Member State and
such offer is made in the period beginning and ending on the dates specified for such purpose
in such prospectus or final terms, as applicable. Except to the extent sub-paragraph (ii) above
may apply, neither the Issuer, the Original Guarantor nor any Dealer have authorised, nor do



they authorise, the making of any offer of Notes in circumstances in which an obligation arises
for the Issuer, the Original Guarantor or any Dealer to publish or supplement a prospectus for
such offer.

In connection with the issue of any Tranche of Notes, the Dealer or Dealers (if any)
named as the Stabilising Manager(s) (or persons acting on behalf of any Stabilising
Manager(s)) in the applicable Final Terms may over allot Notes or effect transactions with
a view to supporting the market price of the Notes at a level higher than that which might
otherwise prevail. However, there is no assurance that the Stabilising Manager(s) (or
persons acting on behalf of a Stabilising Manager) will undertake stabilisation action.
Any stabilisation action may begin on or after the date on which adequate public
disclosure of the terms of the offer of the relevant Tranche of Notes is made and, if
begun, may be ended at any time, but it must end no later than the earlier of 30 days after
the issue date of the relevant Tranche of Notes and 60 days after the date of the allotment
of the relevant Tranche of Notes. Any stabilisation action or over-allotment must be
conducted by the relevant Stabilising Manager(s) (or person(s) acting on behalf of any
Stabilising Manager(s)) in accordance with all applicable laws and rules.



GENERAL DESCRIPTION OF THE PROGRAMME

Under the Programme, the Issuer may from time to time issue Notes denominated in any
currency, subject as set out herein. A summary of the terms and conditions of the Programme
and the Notes appears below. The applicable terms of any Notes will be agreed between the
Issuer and the relevant Dealer prior to the issue of the Notes and will be set out in the
Conditions of the Notes endorsed on, attached to, or incorporated by reference into, the Notes,
as modified and supplemented by the applicable Final Terms attached to, or endorsed on, such
Notes, as more fully described under "Form of the Notes" below.

This Base Prospectus and any supplement will only be valid for listing Notes on the
Luxembourg Stock Exchange during the period of 12 months from the date of this Base
Prospectus in an aggregate nominal amount which, when added to the aggregate nominal
amount then outstanding of all Notes previously or simultaneously issued under the Programme,
does not exceed U.S.$2,000,000,000 or its equivalent in other currencies. For the purpose of
calculating the U.S. dollar equivalent of the aggregate nominal amount of Notes issued under
the Programme from time to time, the maximum aggregate principal amount of Notes
outstanding and guaranteed at any one time under the Programme will not exceed U.S.
$2,000,000,000 (and for this purpose, any Notes denominated in another currency shall be
translated into U.S. dollars at the date of the agreement to issue such Notes (calculated in
accordance with the provisions of the Programme Agreement). The maximum aggregate
principal amount of Notes which may be outstanding and guaranteed at any one time under the
Programme may be increased from time to time, subject to compliance with the relevant
provisions of the Programme Agreement.



OVERVIEW

The following is an overview of the principal features of the Notes and is qualified in its
entirety by the detailed information appearing elsewhere in this Base Prospectus and, in
particular, under "Terms and Conditions of the Notes". Potential purchasers of Notes are
urged to read this Base Prospectus in its entirety. Terms used in this overview and not
otherwise defined shall have the meaning given to them in the "Terms and Conditions of the

Notes".

Issuer:

Original Guarantor:

Guarantors:

Risk Factors:

Arranger:

Dealers:

Trustee:

Principal Paying Agent:

Luxembourg Paying Agent:

Registrar:

Luxembourg Listing Agent:

Listing and Trading:

Chorus Limited: incorporated as a company under the
Companies Act 1993 of New Zealand with company
number 3454251 and having its registered office at Level
2, Telecom Place, 167 Victoria Street West, Auckland
1142, New Zealand. Chorus Limited will be the listed
holding company of Chorus New Zealand Limited post-
Demerger.

Chorus New Zealand Limited: incorporated as a company
under the Companies Act 1993 of New Zealand with
company number 3454256 and having its registered office
at Level 2, Telecom Place, 167 Victoria Street West,
Auckland 1142, New Zealand. Chorus New Zealand
Limited will be the operating company in the Chorus Group
(which shall consist of the Issuer and all of its wholly
owned subsidiaries) post-Demerger.

The Original Guarantor and such additional or alternative
subsidiaries of the Issuer as may be appointed from time
to time. Under the terms of the trust deed dated 30
August 2011 (the "Trust Deed") which provides for the
mandatory accession as Guarantors of each Material
Subsidiary (as defined in the Trust Deed) of the Issuer as
a Guarantor of Notes under the Programme and the
release of a Guarantor at the option of the Issuer upon
certification to the Trustee. As at the date of this Base
Prospectus, the Original Guarantor is the sole Guarantor
of Notes issued under the Programme.

Investing in Notes issued under the Programme involves
certain risks. The principal risk factors that may affect the
abilities of the Issuer and the Guarantors to fulfil their
respective obligations under the Notes are discussed
under "Risk Factors" below.

Citigroup Global Markets Limited.
Citigroup Global Markets Limited and any other Dealer
appointed from time to time by the Issuer and the

Guarantors either generally in respect of the Programme
or in relation to a particular Tranche of Notes.

The Law Debenture Trust Corporation p.l.c..

Citibank N.A., London Branch.

BNP Paribas Securities Services, Luxembourg Branch.
Citibank N.A., London Branch.

BNP Paribas Securities Services, Luxembourg branch.

Applications will be made for Notes to be admitted during



Clearing Systems:

Initial Programme Amount:

Issuance in Series:

Forms of Notes:

the period of twelve months after the date hereof to listing
on the official list and to trading on the regulated market of
the Luxembourg Stock Exchange. The Programme also
permits Notes to be issued on the basis that they will not
be admitted to listing, trading and/or quotation by any
competent authority, stock exchange and/or quotation
system or to be admitted to listing, trading and/or quotation
by such other or further competent authorities, stock
exchanges and/or quotation systems as may be agreed
with the Issuer.

Euroclear and/or Clearstream, Luxembourg and/or, in
relation to any Tranche of Notes, any other clearing
system as may be specified in the relevant Final Terms.

Up to U.S. $2,000,000,000 (or its equivalent in other
currencies) aggregate principal amount of Notes
outstanding and guaranteed at any one time.

Notes will be issued in Series. Each Series may comprise
one or more Tranches issued on different issue dates.
The Notes of each Series will all be subject to identical
terms, except that the issue date and the amount of the
first payment of interest may be different in respect of
different Tranches. The Notes of each Tranche will all be
subject to identical terms in all respects save that a
Tranche may comprise Notes of different denominations.

The Notes will be issued in bearer, exchangeable bearer
or registered form as specified in the applicable Final
Terms. Notes may be issued in bearer form only ("Bearer
Notes"), in bearer form exchangeable for notes in
registered form ("Exchangeable Bearer Notes") or in
registered form only ("Registered Notes"), as described in
the "Form of the Notes". Each Tranche of Notes will
initially be in the form of either a Temporary Global Note, a
Permanent Global Note or a Registered Global Note in
each case as specified in the relevant Final Terms. Each
Global Note which is not intended to be issued in new
global note form (a "Classic Global Note" or "CGN"), as
specified in the relevant Final Terms, will be deposited on
or around the relevant issue date with a depositary or a
common depositary for Euroclear and/or Clearstream,
Luxembourg and/or any other relevant clearing system
and each Global Note which is intended to be issued in
new global note form (a "New Global Note" or "NGN"), as
specified in the relevant Final Terms, will be deposited on
or around the relevant issue date with a common
safekeeper  for  Euroclear and/or  Clearstream,
Luxembourg. Each Temporary Global Note will be
exchangeable for a Permanent Global Note or, if so
specified in the relevant Final Terms, for Definitive Notes.
If the TEFRA D Rules are specified in the relevant Final
Terms as applicable, certification as to non-U.S. beneficial
ownership will be a condition precedent to any exchange
of an interest in a Temporary Global Note or receipt of any
payment of interest in respect of a Temporary Global Note.
Each Permanent Global Note will be exchangeable for
Definitive Notes in accordance with its terms. Definitive
Notes will, if interest-bearing, have Coupons attached and,
if appropriate, a Talon for further Coupons.



Currencies:

Status of the Notes:

Status of the Guarantee:

Issue Price:

Maturities:

Redemption:

Optional Redemption:

Tax Redemption:

Notes may be denominated in any currency or currencies
as may be agreed between the Issuer and the relevant
Dealer(s), subject to compliance with all applicable legal
and/or regulatory and/or central bank requirements.
Payments in respect of Notes may, subject to such
compliance, be made in and/or linked to, any currency or
currencies other than the currency in which such Notes
are denominated.

Notes will be issued on an unsubordinated basis and will
constitute direct, general and unconditional obligations of
the Issuer.

Notes will be unconditionally and irrevocably guaranteed
by the Guarantors, on an unsubordinated basis.

Notes may be issued at any price and either on a fully or
partly paid basis, as specified in the relevant Final Terms.
The price and amount of Notes to be issued under the
Programme will be determined by the Issuer, the
Guarantors and the relevant Dealer(s) at the time of issue
in accordance with prevailing market conditions.

Any maturity as may be agreed between the Issuer and
the relevant Dealer(s), subject, in relation to specific
currencies, to compliance with all applicable legal and/or
regulatory and/or central bank requirements.

Where Notes have a maturity of less than one year and
either (a) the issue proceeds are received by the Issuer in
the United Kingdom or (b) the activity of issuing the Notes
is carried on from an establishment maintained by the
Issuer in the United Kingdom, such Notes must: (i) have a
minimum redemption value of £100,000 (or its equivalent
in other currencies) and be issued only to persons whose
ordinary activities involve them in acquiring, holding,
managing or disposing of investments (as principal or
agent) for the purposes of their businesses or who it is
reasonable to expect will acquire, hold, manage or dispose
of investments (as principal or agent) for the purposes of
their businesses; or (ii) be issued in other circumstances
which do not constitute a contravention of section 19 of the
Financial Services and Markets Act 2000 ("FSMA") by the
Issuer.

Notes may be redeemable at par or at such other
Redemption Amount (detailed in a formula, index or
otherwise) as may be specified in the relevant Final
Terms. Notes may also be redeemable in two or more
instalments on such dates and in such manner as may be
specified in the relevant Final Terms.

Notes may be redeemed before their stated maturity at the
option of the Issuer (either in whole or in part) and/or the
Noteholders to the extent (if at all) specified in the relevant
Final Terms.

Except as described in "Optional Redemption" above,
early redemption will only be permitted for tax reasons as
described in Condition 11(b) (Redemption and Purchase -
Redemption for tax reasons).



Interest:

Denominations:

Negative Pledge:

Cross Default:

Taxation:

Governing Law:

Ratings:

Selling Restrictions:

Notes may be interest-bearing or non-interest bearing.
Interest (if any) may accrue at a fixed rate or a floating rate
or other variable rate or be index-linked and the method of
calculating interest may vary between the issue date and
the maturity date of the relevant Series.

Notes will be issued in denominations of €100,000 or such
other denominations as may be agreed between the
Issuer and the relevant Dealer(s) and as indicated in the
applicable Final Terms provided that the minimum
denomination of each Note will be €100,000 (or, if the
Notes are denominated in a currency other than euro, at
least the equivalent amount in such currency) or such
other higher amount as may be required from time to time
by the relevant central bank (or equivalent body) or any
laws or regulations applicable to the relevant Specified
Currency.

The Notes will have the benefit of a negative pledge as
described in Condition 6 (Negative Pledge).

The Notes will have the benefit of a cross default as
described in Condition 14 (Events of Default).

All payments in respect of Notes will be made free and
clear of withholding taxes of New Zealand, unless the
withholding is required by law. In that event, the Issuer will
(subject as provided in Condition 13 (Taxation)) pay such
additional amounts as will result in the Noteholders
receiving such amounts as they would have received in
respect of such Notes had no such withholding been
required.

English law.

Standard & Poor's and Moody's are established in the
European Union and have applied to be registered under
Regulation (EU) No 1060/2009 of the European
Parliament and of the Council of 16 September 2009 on
credit rating agencies (the"CRA Regulation").

Credit ratings are not a recommendation or suggestion,
directly or indirectly, to any investor or any other person, to
buy, sell, make or hold any investment, loan or security or
to undertake any investment strategy with respect to any
investment, loan or security for a particular investor
(including without limitation, any accounting and/or
regulatory treatment), or the tax-exempt nature or
taxability of payments made in respect of any investment,
loan or security. Standard & Poor's and Moody's are not
advisers, and nor do Standard & Poor's or Moody's
provide investors or any other party any financial advice,
or any legal, auditing, accounting, appraisal, valuation or
actuarial services. A credit rating should not be viewed as
a replacement for such advice or services.

For a description of certain restrictions on offers, sales and
deliveries of Notes and on the distribution of offering
material in the United States of America, the European
Economic Area, the United Kingdom, and New Zealand,
see "Subscription and Sale" below.



RISK FACTORS

Prospective investors should read the entire Base Prospectus. Words and expressions defined
in the "Terms and Conditions of the Notes" below or elsewhere in this Base Prospectus have
the same meanings in this section.

Investing in Notes issued under the Programme involves certain risks. Prospective investors
should consider, among other things, the following:

Background Information

In March 2008, in accordance with undertakings finalised following the 2006 amendments to the
Telecommunications Act 2001, Telecom Corporation of New Zealand Limited ("Telecom")
implemented the operational separation of its business into three separate business units,
comprising of a fixed network unit renamed "Chorus" ("Chorus"), a wholesale unit and retail
business.

In March 2009, the New Zealand Government released its Ultra Fast Broadband ("UFB")
Initiative. The essence of the UFB Initiative is to create partnerships between the New Zealand
Government and private investors to deploy fibre network infrastructure. On 24 May 2011, the
New Zealand Government announced that it had reached agreement with Telecom for the
Issuer to take a cornerstone role in the UFB Initiative. Under the terms of the agreement, the
Issuer is required to become a new listed company completely independent of Telecom (the
"Demerger").

The Demerger will be implemented by way of a scheme of arrangement approved by the High
Court of New Zealand. The implementation of the Demerger requires, among other things, that
Telecom obtain approval of 75% or more of Telecom shareholders entitled to vote and voting on
the arrangement. Assuming the Demerger proceeds, it will be implemented through the transfer
of all of the shares in the Issuer held by Telecom to eligible Telecom shareholders which is
currently expected to occur around 30 November 2011.

Effecting the Demerger will require the transfer of certain assets and liabilities from Telecom to
the Chorus Group. In the case of assets and any liabilities (excluding EMTN liabilities and
related derivatives) transferred to the Chorus Group, provisions set out in the
Telecommunications Act will apply where necessary to ensure a tax neutral outcome (that is,
that the transfer to the Chorus Group should not result in any New Zealand tax cost or New
Zealand tax advantage to the parties that would not have arisen if Telecom and the Chorus
Group were the same person). A binding ruling has been sought from the New Zealand Inland
Revenue confirming this interpretation. The most significant tax issue to Telecom from the
transfer of the relevant assets to the Chorus Group would be that to the extent the value of fixed
(ie, depreciable) assets transferred to the Chorus Group exceeds their tax book value,
depreciation expense previously claimed by Telecom would be recaptured, resulting in
potentially significant levels of assessable income to Telecom. The Telecommunications Act tax
provisions referred to above address this issue by providing roll-over relief in respect of those
depreciable assets - ie, no depreciation recapture is recognised by Telecom, and the Chorus
Group inherits the tax book value of the assets and can continue to depreciate them as if it were
Telecom.

Separately, certain restructuring of borrowings under the Telecom EMTN programme (and
related derivatives) will be undertaken as a consequence of the Demerger. The usual New
Zealand tax consequences of those restructuring steps (rather than the tax consequences
prescribed by the Telecommunications Act tax provisions) will apply, and a binding ruling has
been sought from the New Zealand Inland Revenue confirming those tax consequences.

Business risks in relation to the Issuer
The Issuer is a holding company, and accordingly substantially all of its assets consist of its

shareholding in subsidiary companies within the Chorus Group. As such, a further activity of the
Issuer is to provide financing to subsidiary companies within the Chorus Group and to refinance
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these obligations. The ability of the Issuer to satisfy its obligations under the Notes will depend
upon dividend payments and/or other payments to the Issuer by the subsidiary companies
within the Chorus Group and/or financial support it may obtain from the Original Guarantor. The
assets of the Issuer should not therefore be primarily relied upon by prospective investors in
making an investment decision to purchase the Notes. Rather, any investment decision to
purchase the Notes should be based primarily on the strength of the Original Guarantor.

Business risks in relation to the Original Guarantor and the Chorus Group
Introduction

This section presents a summary of the business risks that may affect the Chorus Group
following the Demerger. The risks set out in this section may adversely affect the future
operating or financial performance or prospects of the Chorus Group. This section also presents
a summary of the risks specifically associated with the Demerger.

Risks Associated with the Chorus Group's Business

Risks associated with the Chorus Group's business are relevant to investors because they may
adversely affect the value of the Notes and the Issuer's and the Original Guarantor's ability to
fulfil their respective obligations under the Notes and the guarantee and indemnity contained in
the Trust Deed ("Guarantee").

Fixed-to-mobile substitution

There are two types of fixed-to-mobile substitution that impact telecommunications businesses,
the first being where fixed line calling is substituted for mobile or calling via another technology
such as Skype but the fixed line is retained by the end-user. The second is where the end-user
no longer buys fixed line access at all for their telecommunications needs and instead uses
mobile network access for voice and data. The Chorus Group will be directly exposed to this
second type of fixed-to-mobile substitution. To date the impact of fixed-to-mobile substitution in
general in New Zealand has been relatively low due to a number of structural factors associated
with the local market such as free fixed local calling and relatively high mobile calling and data
pricing. In the event that, after Demerger, fixed-to-mobile substitution increases within the New
Zealand market, the Chorus Group could experience a decline in the total number of fixed
access lines across both the copper and fibre access network. This in turn would have an
adverse impact on the Chorus Group's' revenue and profitability.

Fixed line access competition

Within the UFB Initiative, the Chorus Group has been awarded 24 of the 33 UFB candidate
areas with other local fibre companies (LFCs) being responsible for designing, building and
operating the UFB Network in the remaining nine of the total 33 UFB candidate areas, covering
approximately 30% of the total UFB coverage area. Within these nine UFB candidate areas, the
Chorus Group faces the risk of increased competition as the LFCs look to take market share
within the fixed line access market by entering into contracts with retail service providers to
migrate end-users over time from the Chorus Group's copper based products and services to
the LFC fibre based products and services. As the LFCs complete their networks and attract
customers, the Chorus Group is likely to lose market share and revenue in those areas as end-
users disconnect from the copper network. This is likely to have an adverse impact on the
Chorus Group's earnings and profitability.

Regulatory and Government risks

Future regulated copper and fibre prices

The prices the Chorus Group can charge for most of its copper-based network products and
services will be regulated for the foreseeable future, and the prices for most of its fibre-based
products and services are subject to a contractual agreement with CFH until 31 December 2019,
and are likely to be regulated thereafter.

The framework for setting the prices of the Chorus Group's regulated copper-based products
and services is described on pages 109 and 110. There is a risk that the regulator will set
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prices that do not provide the Chorus Group with an adequate return on its assets. In addition,
if the prices that the regulator sets for copper-based products and services are significantly
below the prices for comparable fibre-based services, fibre uptake may be negatively affected.
In the event of disagreements with the regulator over pricing, considerable resources and
management attention may be diverted to dealing with disputes with the regulator.

While the Chorus Group has contractually agreed prices for fibre based products and services
with CFH, it is possible that either the New Zealand Commerce Commission or the New
Zealand Government may nevertheless elect to impose additional regulation, including requiring
lower pricing. The UFB Agreements include a mechanism for the Chorus Group to seek
compensation from CFH in this event. However, the compensation mechanism is limited to
adjusting arrangements under the existing contracts and will not involve CFH paying the Chorus
Group any amounts above the agreed approximately NZ$929 million investment. As a result,
the compensation mechanism may not result in the Chorus Group being adequately
compensated.

There is no certainty regarding the pricing framework that will apply to fibre based products and
services after 31 December 2019, when the contractual pricing expires. Prices may be
regulated, and the regulated prices may be lower than the contractually agreed prices that
previously applied, and there is a risk that the prices will be set at levels that do not provide the
Chorus Group with an adequate return on its investment.

The Telecommunications Amendment Act provides for a review of the telecommunications
regulatory framework commencing before 30 September 2016 and, with best endeavours, to
complete the review by no later than 31 March 2019. The review must take into account the
market structure and technology developments and competitive conditions in the industry at the
time of the review, including the impact of fibre, copper, wireless and other telecommunications
network investment. The review must consider whether the existing regulatory framework is
most effective to promote competition, the legitimate commercial interests of access providers
and seekers, to support innovation, and to encourage efficient investment. There can be no
assurance that this review will not result in regulation that reduces the prices that the Chorus
Group can charge or impose other requirements that reduce the Chorus Group's profitability.

Government risk

Following the Demerger, the Chorus Group will operate in a highly regulated environment. The
Chorus Group will need to ensure compliance with a variety of legislation and could be subject
to future regulatory changes and/or other New Zealand Government intervention. If the Chorus
Group breaches any of its undertakings it could face significant financial penalties. Furthermore,
certain regulatory and legislative rules limit the Chorus Group's ability to pursue certain
business opportunities and activities and consequently, may affect the returns it can generate
on its assets. There can be no assurances gained by the Chorus Group as to future policies,
ministerial decisions or regulatory outcomes it may face which could adversely impact the
Chorus Group's operations, market share, competitiveness and financial performance.

In addition to changes in laws and regulations, policies and practices of the New Zealand
Government and regulators may change and new political and policy developments may have
an unexpected or adverse impact on market conditions which could affect the Chorus Group's
activities, business or practices. The above risks may increase in the event that a new New
Zealand Government, with policies that have adverse implications for the Chorus Group or the
UFB Initiative, is elected.

Financing availability and costs

Following the Demerger, it is intended that the Chorus Group will commence operations with an
investment grade credit rating and a certain amount of debt on its balance sheet, sized such
that it can meet its UFB Network rollout and other capital commitments and be supported by the
cash flows of the Chorus Group's fixed line network infrastructure assets. The Chorus Group's
ability to maintain an appropriate capital structure for its financial profile going forward, either by
refinancing debt on favourable terms or by raising new debt, may be adversely affected if
financial market conditions are volatile, if the Chorus Group experiences a decline in its
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operating performance or if it is unable to operate within the credit metric thresholds applicable
to its rating.

The Chorus Group's key sources of liquidity in the foreseeable future are likely to be cash
generated from operations and borrowings through long term and short term issuances in the
capital markets as well as committed bank facilities and the entitlement of the Issuer to call for
the New Zealand Government's approximately NZ$929 million investment through CFH in
respect of the UFB Initiative. Future issues of debt securities may not experience strong
demand. Adverse changes in credit markets or the Chorus Group's credit ratings could increase
the cost of borrowing and banks may be unwilling to renew credit facilities on existing terms.
Any of these factors could have a negative impact on the Chorus Group's access to and cost of
finance.

In addition, the Chorus Group will no longer have the financial support or credit profile
associated with being part of the single A credit rated Telecom and may have a higher cost of
borrowing than Telecom does today. External financiers may also impose more stringent
borrowing covenants on the Chorus Group than those imposed on Telecom.

The Issuer's ability to access capital markets as a separately listed company is untested, and
there can be no assurance that it will be able to access debt or equity capital on the terms
assumed in its plans or on commercially acceptable terms.

Delivery against UFB Agreements

In order to facilitate the Demerger and the Chorus Group’s participation in the UFB Initiative,
several key documents have been agreed with CFH. As part of these agreed documents, and
particularly within the NIPA, there are contractual arrangements between the Chorus Group and
CFH relating, in general, to the design, build, delivery and operation of the UFB Network. Within
the agreements there are remedies available to CFH for breach of the obligations by the Chorus
Group and other potentially adverse consequences that create risks for the Chorus Group.

UFB — deployment plan delivery

The NIPA outlines the number of target Premises that the Chorus Group is required to pass with
fibre within specified timeframes through to 31 December 2019. The Chorus Group faces the
risk that it may not meet the required Premises passed targets due to various factors including
civil construction risk, fibre installation risk or lower than expected new housing growth rates. If
the Chorus Group does not achieve the Premises passed milestones required to meet UFB
deployment targets, the Issuer may incur financial penalties depending on the level of breach.
In the first instance, failure would result in liquidated damages, which are structured as daily
penalties for each day in breach of the deployment target. Increased liquidated damages are
payable if aggregate breaches exceed a certain level. More substantial underperformance
would constitute a Material Breach, in the event of which CFH has various rights ranging from
financial penalties to management step in and termination rights. See pages 136 to 138 for
more information regarding liquidated damages and Material Breaches of the NIPA and the
related remedies available to CFH.

Uncertain end-user demand for fibre

There is limited experience either in New Zealand or internationally regarding customer appetite
for fibre-based high speed broadband connectivity. Assumptions regarding the future uptake of
fibre depend in part on the development of applications and services by retail service providers,
internet companies and other companies and organisations that are delivered via high speed
broadband and are sufficiently compelling to drive end-user uptake, as well as the quality of
services provided by the Chorus Group. As a result, the level of future demand for services
delivered via the UFB Network is highly uncertain. In addition, the effect on the Chorus Group's
revenue, profitability and cash flow of various fibre uptake scenarios is complex and
unpredictable.
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If fibre uptake in the Chorus Group's UFB candidate areas does not exceed 20% of total
Premises with a fixed line by 30 June 2020, the rate at which dividends become payable on an
increasing proportion of CFH Equity Securities will be accelerated, as will the rate at which CFH
Debt Securities become repayable. This would reduce the funds available to the Chorus Group
for other purposes, including investing in its business or paying dividends to shareholders, and
may require the Chorus Group to increase its borrowings.

The Chorus Group's future revenues and profitability will be affected by both the level of fibre
uptake and the mix of fibre services sold between basic plans and higher-priced premium
services. Because an end-user's uptake of fibre will often be accompanied by an offsetting loss
of revenue as the end-user disconnects from the copper network, the Chorus Group bears the
cost of initially connecting Premises to the fibre network and the profitability of fibre services
depends on the mix between lower priced basic plans and higher priced premium services, the
Chorus Group's profitability may be adversely affected by uptake that is either too low, too high
or that is overly weighted to basic services.

UFB — system and product plan delivery

Also under the NIPA, the Issuer will be responsible for preparing annual system and product
plans which set performance milestones in relation to specified fibre service launch dates, retail
service providers ready-to-connect dates, key operating support systems and business support
systems (OSS/BSS) implementation dates, and other non-core system and product milestones.

Failure by the Chorus Group to meet these performance milestones would result in liability to
pay liquidated damages in the first instance. Failure to achieve these milestones in respect of
certain core requirements for more than six months would constitute a Material Breach. See
pages 136 to 138 for more information regarding liquidated damages, Material Breaches of the
NIPA and the related remedies available to CFH.

UFB network and services operation and availability

The NIPA includes service levels relating to the Chorus Group operation and availability of the
UFB network and specified services. These services levels relate to provisions (ie connection
of customers within agreed time periods), availability (i.e restoration of service) and connection
of retail service providers to the UFB Network.

Failure by the Chorus Group to meet these services levels would result in liability to pay service
default payments in the first instance. Ongoing or more serious failure to achieve these service
levels (the thresholds vary between different service levels) would constitute a Material Breach.
See pages 132 and 136 to 138 for more information regarding service default payments,
Material Breaches of the NIPA and the related remedies available to CFH.

UFB fibre network deployment costs and construction risk

Rolling out the UFB Network to the Chorus Group's 24 UFB candidate areas will be a
substantial infrastructure project. Although the Chorus Group's employees and contractors have
significant experience deploying communications infrastructure, including deploying over 27,600
kilometres of fibre cables over the past several decades, the UFB rollout will represent a more
significant challenge in terms of scale, complexity, duration and cost. The UFB rollout will be
subject to the risks that typically apply to large scale, long duration infrastructure and
construction projects, including:

« underestimating costs or required timeframes;
e unanticipated delays in obtaining materials and equipment;
« shortages of labour or materials and equipment;

e increases in the cost of materials or labour that exceed inflation assumptions;
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e increases in the cost of materials or equipment resulting from foreign exchange
movements;

e engineering problems;

« work stoppages, particularly labour disputes at third party contractors;
« difficulties or delays in obtaining permits and approvals; and

e interruptions from adverse weather conditions.

Any of these factors could result in the Chorus Group failing to meet its timetable and budget
estimates. Timetable delays may give rise to remedies under the UFB Agreements and delay
the revenues that the Chorus Group would otherwise earn from delivering UFB Network
services. Substantial increases in the cost of the project could adversely affect the Chorus
Group's return on investment, future profitability and its ability to raise capital on acceptable
terms.

Concentration of the customer base

Following the Demerger, the Chorus Group will have a concentrated customer base consisting
predominantly of a small number of retail service providers. The concentration of the Chorus
Group's customer base heightens the risk that a dispute with a customer, or a customer's failure
to pay for services (whether as a result of a dispute or a customer experiencing financial
difficulty), will have a material adverse effect on the Chorus Group's cash flow and financial
position.

The Chorus Group's most significant customer will be New Telecom, which accounted for
approximately 84% of pro forma revenues for Legacy Chorus in FY11l. Because of this
dependence, any disruption to the relationship between the Chorus Group as a supplier and
New Telecom as a customer could have a material adverse effect on the Chorus Group.
Disputes may arise between the Chorus Group and New Telecom for a number of reasons,
including disputes over the adequacy of products and services the Chorus Group provides, the
level of the Chorus Group's investment in its network and the level of customer service. In the
event of a dispute, actions the Chorus Group takes to resolve the dispute may result in
additional costs or lower revenues. If New Telecom were to withhold payments for products and
services provided, the Chorus Group's cash flow and financial position may be materially
adversely affected. If New Telecom were to become insolvent or become subject to external
administration, the Chorus Group could experience a material disruption to its cash flows, and
its ability to pay its own suppliers and creditors.

Long term sharing arrangements with New Telecom

Through the transitional and long term sharing arrangements with New Telecom, the Chorus
Group will be reliant on New Telecom for the provision of certain IT systems, services and
telecommunications equipment to enable the efficient and effective delivery of its products and
services to its customers.

These arrangements carry a number of risks for the Chorus Group, including the following:
« Unanticipated operational challenges may arise that impair the operational
effectiveness of shared systems, services or equipment or require additional

expenditure;

e New Telecom may not maintain assets on which the Chorus Group depends to a
standard acceptable to the Chorus Group;

e The parties may disagree on future upgrades and other capital expenditures; and
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e The governance and dispute resolution mechanisms in the agreements may not
effectively resolve disputes between the parties, or may result in resolutions that are not
satisfactory to the Chorus Group.

If any of these occur, the Chorus Group may incur additional expenditure, experience service
interruptions that may result in lost revenue and management time and attention may be
diverted from other priorities.

The New Zealand Commerce Commission will be responsible for monitoring the sharing
arrangements that will be put in place between New Telecom and the Chorus Group. If the New
Zealand Commerce Commission considers that a sharing arrangement contravenes the
requirements set out in the Telecommunications Amendment Act (including that sharing
arrangements must be unlikely to harm competition in any telecommunications market) the New
Zealand Commerce Commission may give a notice of non-compliance to each party. If the non-
compliance persists, the New Zealand Commerce Commission may decide on appropriate
enforcement action, including requiring the parties to amend the sharing arrangement or
seeking an injunction or a pecuniary penalty from the High Court.

There is an ability to apply to the Minister for Communications and Information Technology for
exemptions from the oversight mechanisms in the Act. With respect to sharing arrangements, or
classes of sharing arrangements, there are currently no exemptions in place and it is uncertain
in what circumstances the Minister for Communications and Information Technology would
grant such an exemption.

The Chorus Group is required to commit to a reasonable plan containing timeframes for a
transition away from the sharing arrangements. This obligation is contained in the draft Copper
Undertakings and the Chorus Group proposes to produce it approximately 12 months after
separation day and then update it annually. The plan does not require fixed deadlines or
milestones to be met.

Retaining employees

Following the Demerger, the Chorus Group may be unable to retain experienced and skilled
employees. Employee exposure to significant work related pressures over recent years from the
implementation of regulatory and transformational initiatives (including from the UFB process),
the extended uncertainty about the Chorus Group's future structure in a UFB environment and
increasing employment opportunities likely to arise from the Australian NBN delivery pose a risk
to the Chorus Group's ability to retain experienced and skilled people and institutional
knowledge. Loss of employees with key technical, service or institutional knowledge may
impact the Chorus Group's ability to deliver its future plans and materially affect its financial
performance.

IT or network system failure

The Chorus Group's' network infrastructure is vulnerable to damage or interruption from a range
of risks, including equipment failure, cable cuts, power failures, weather, earthquake, fire and
intentional damage. A number of the Chorus Group's facilities, information systems and
network systems are crucial to supporting its ability to provide reliable, uninterrupted customer
service, and a failure of any of these could have widespread effects across the Chorus Group's
networks. Some of the Chorus Group's systems are approaching the end of their useful lives
and may not be replaced or upgraded before problems of capacity, spare parts, supplier support
and increased fault levels occur.

The risk of operational failure may be higher during the early phases of operating the UFB
Network, due to errors in design or deployment, equipment not performing as expected or other
unforeseen operational problems.

Any interruption to the operations of the Chorus Group's network could result in lost revenue,
additional capital expenditure requirements, higher operating costs, damage to the Chorus
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Group's reputation and liability to customers. If failures occur in the new UFB Network, it may
significantly affect end-user perceptions of the reliability of the network and result in lower fibre
uptake.

Future carrying value of assets

As the UFB Network is deployed, end-users may progressively substitute traditional copper-
based services in favour of 'FTTNSs' type services to take advantage of improved broadband
access speeds and bandwidth. Should this occur, a reduction in demand for copper based
services could result in impairments or write downs of the carrying value for existing the Chorus
Group network and supporting technologies or the shortening of the lives of these assets. In
addition, if there is a significant increase in fixed-to-mobile substitution, this may impact the
value of the Chorus Group's fixed networks, which could also result in impairments, write downs
or the shortening of asset lives of the Chorus Group's network.

If realised, these outcomes may reduce the Chorus Group’s earnings performance over time
and weaken its balance sheet.

Insurance

In September 2010 and February 2011, the Canterbury region of New Zealand suffered two
large earthquakes. The widespread damage caused by these events is likely to adversely
impact the insurance market, resulting in uncertainty with respect to obtaining the appropriate
breadth of cover for the Chorus Group's business and assets in the Canterbury region, and the
increased cost of such cover.

Dependence on third party contractors and suppliers

The Chorus Group depends on a humber of outsourcing and supply relationships with external
suppliers to build, operate and maintain its copper and fibre infrastructure and access networks.
See page 146 under the heading "Co-location Agreements, Master Lease and Lease" for an
overview of the most important of these arrangements. Following the Demerger, the Chorus
Group will have approximately 2,000 outsourced field service technicians, and approximately
500 internal employees. These outsourced contractors will include the field service workers that
will be responsible for provisioning, maintenance and build activities associated with the Chorus
Group’s existing copper and fibre access networks and the deployment of the UFB fibre network.

As a result, the Chorus Group will not directly control the performance of certain of its core
functions, and will not directly employ many of the technicians and other personnel on which it
relies. The work forces of a number of the Chorus Group's contractors are unionised and have
in the past taken industrial action.

Failure by contractors to perform at acceptable levels could result in additional costs and delays
in performing vital functions such as service provision, maintenance and construction and could
adversely affect the Chorus Group's reputation and potentially subject it to penalties under the
UFB Agreements. While the agreements with the third party contractors generally contain or
incorporate binding service levels and provide for remedies in the case of a failure to meet them,
there can be no assurance that any remedies would be adequate to compensate the Chorus
Group in the event of a serious failure.

In addition, the Chorus Group depends on third party suppliers for key materials and equipment.
Failure by the Chorus Group's outsourced partners to supply equipment, services or
deliverables within acceptable cost, time and quality requirements could affect the Chorus
Group's financial position and performance. Furthermore, as a result of the Demerger, these
contracts may be reviewed and the Chorus Group may receive less favourable terms, given its
reduced size and bargaining power as compared to Telecom.

Investment grade credit rating

As a condition precedent to the Issuer's ability to draw on CFH's investment of up to
approximately NZ$929 million under the UFB Agreements, the Issuer must obtain an investment
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grade credit rating. If the Issuer does not obtain an investment grade credit rating within two
months after the date on which the CFH Subscription Agreement is entered into, which is
expected to be the Demerger Date, the CFH Subscription Agreement will terminate and the
Issuer will be required to pay CFH NZ$11 million as costs reimbursement.

In such circumstances, the NIPA would also terminate and the Chorus Group's and CFH's
contractual commitments in respect of the UFB Initiative would end (other than any rights that
survive termination). In addition, the Issuer would not be able to call for any of the UFB
investment which it would otherwise be entitled to call for in respect of Premises passed by the
UFB Network up to that date.

Further, if at any time while CFH Debt Securities remain outstanding the Issuer's credit rating
falls below investment grade, the Issuer will be prohibited from paying distributions on its shares
without CFH's approval.

Further details on the Issuer's expected credit rating are set out under the heading "Expected
Credit Rating" on page 128.

Potential delays or unexpected costs in establishing the Issuer as a standalone entity

Telecom's businesses are currently supported by Telecom's corporate and shared services
infrastructure, including group accounting, treasury, taxation, legal, insurance administration,
information management, purchasing services and general human resources.

Although the Chorus Group will be able to continue to access some of the services from New
Telecom through the Transitional Service Agreement, over time the Chorus Group will have to
replace these support services with internal capability or with third party contracts and
arrangements appropriate for it as a standalone entity. There is a risk that the performance of
these functions will be negatively affected during the Chorus Group's period of transition to
operating as a standalone entity.

The Chorus Group may incur one-off costs to implement these processes and it may take some
time to ensure that all processes are operating fully and efficiently. There is a risk that the
establishment of these capabilities may take longer than expected or may involve greater costs
than anticipated. In addition, Telecom employees who currently work in Legacy Chorus'
businesses will need to accept employment with the Chorus Group. There is a risk that some
employees do not accept their offer of employment and, accordingly, that the Chorus Group is
required to re-allocate those roles or seek new employees.

Uncertainty regarding final governmental agreements and approvals

While the UFB Agreements and the Telecommunications Amendment Act set out many of the
principal terms and requirements regarding the Demerger and the CFH investment in the Issuer
in respect of the UFB Initiative, each provides for certain matters to be agreed between the
parties or to be subject to Ministerial approval at a later date. Until such matters are agreed and
approvals granted, there can be no assurance that the final terms will not affect the commercial
implications of the Demerger and the transaction with CFH in ways that are unfavourable to the
Chorus Group, New Telecom or both, and penalties may apply for failing to meet certain
requirements.

Broadly, the Asset Allocation Plan must specify how the assets and liabilities of Telecom are
intended to be allocated between New Telecom and the Chorus Group, how each asset or
category of assets will be used to provide telecommunications services to the market, and the
key terms of all the intended material sharing agreements between New Telecom and the Chorus
Group. The Asset Allocation Plan was approved by Order in Council on 29 August 2011 made on
the recommendation of the Minister for Communications and Information Technology

Telecom must ensure that the Demerger is carried out in accordance with, and gives full effect
to, the approved Asset Allocation Plan. If, without reasonable excuse, it does not do so, Telecom
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may face a pecuniary penalty up to NZ$10 million. On the day before the Demerger Date,
changes must be made to the plan to take account of assets acquired or liabilities incurred since
the date on which the plan was submitted and any trivial differences between the plan and the
Demerger arrangement, and these must be documented in writing to the Minister for
Communications and Information Technology and the public overview updated accordingly.

The three open access deeds of undertakings are currently subject to consultation and are not in
final form. Accordingly there is a risk that the final forms may differ from the draft forms which
could have materially adverse impacts for the Chorus Group. For example, the draft copper
deed implements the requirement for the Chorus Group to commit to a reasonable plan
containing timeframes for a transition to end sharing arrangements and confirms that there are
no fixed deadlines or milestones required. If this were altered, or in the future there is pressure to
end sharing arrangements before it makes commercial sense, there could be material
implications for the Chorus Group.

The New Zealand Commerce Commission’s approach to information disclosure by the Chorus
Group and other local fibore companies (LFCs) is not yet clear. While the Act is explicit that
information disclosure requirements will not require the preparation and disclosure of information
as if network and wholesale activities were operated as independent or unrelated companies,
there is a risk of increased or unanticipated compliance costs for the Chorus Group.

Similarly, the New Zealand Commerce Commission’s approach to its oversight role in relation to
sharing arrangements between New Telecom and the Chorus Group may generate significant
compliance costs for both entities. In addition, ultimately, if the New Zealand Commerce
Commission holds different views about compliance with the Telecommunications Amendment
Act, potential variations to the arrangements or enforcement action by the New Zealand
Commerce Commission could have significant negative consequences for one or both entities.

The split of the obligations under the Telecommunication Service Obligation (TSO) between
New Telecom and the Chorus Group by virtue of the creation of new deeds is not currently
completed, and until it is approved, the effect on both entities remains uncertain.

Telecom may not be able to assign, novate, transfer or vary certain contracts or licences

Many of the contracts that the Chorus Group requires to conduct its business (including
customer contracts, supplier contracts, and leases) were entered into and/or guaranteed by a
Telecom entity that will be part of New Telecom after the Demerger. As part of the separation of
the Chorus Group, such contracts must (to the extent possible and subject to any third party
rights) be assigned, novated or varied (and, if required, in each case, by agreement with the
affected customer, third party supplier or landlord), so as to enable necessary benefits to be
conferred on the Chorus Group. As at the date of this Base Prospectus, Telecom is in the
process of arranging for such contracts to be assigned, novated or varied for this purpose. In
most cases, the consent of third parties will be required. Where this is the case, the third parties
to such contracts may not be willing to assign or novate or agree variations to the contracts, or
to release the relevant Telecom entity from its obligations under those contracts or guarantees
following the Demerger. In this event, New Telecom will continue to have obligations under
these contracts, even though it will no longer have an ownership interest in the Chorus Group.
Under the Separation Deed, the Chorus Group indemnifies New Telecom for any claims made
or payments to be made under such contracts or guarantees.

Further, in relation to contracts that will be assigned or novated to the Chorus Group or varied
S0 as to enable the Chorus Group to enjoy the benefits, there are risks arising out of the fact
that under the terms of the UFB Agreements, the Chorus Group is required to include certain
provisions for supply contracts that relate to the NIPA regarding privity (allowing CFH to enforce
directly against the supplier), audit and confidentiality. As a result of this, or more generally
because of the assignment or novation, the third parties to such contracts may seek to alter the
terms of such contracts at the time of assignment, novation or variation and/or may require
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additional payments as a condition of providing this consent. In addition, the Chorus Group will
need certain licences and other intellectual property rights to conduct its operations. Some of
these licences and intellectual property rights may need to be transferred from or sub-licensed
by New Telecom to the Chorus Group or, in some cases, the relevant Chorus Group entities
may need to apply for new licences. There may be delays in the transfer of such licences to the
Chorus Group or additional conditions or licence fees associated with the transfer or new
licence (which may result in additional expense).

Court approval and delay

There is a risk that the Court refuses to grant the Final Court Orders or that the granting of the
Final Court Orders is delayed, in spite of Telecom Shareholder approval. The Demerger cannot
be implemented without the grant of Final Court Orders.

Demerger taxation risks

The tax consequences for Telecom in respect of the transfer of certain assets and liabilities from
Telecom to the Chorus Group for the purposes of the Demerger are described on page 9. As
described on that page, it is intended that tax provisions in the Telecommunications Act 2001
will apply to the Demerger, with the intention that the Demerger (including the transfer of assets
and liabilities (excluding EMTN liabilities and related derivatives) from Telecom to the Chorus
Group to effect the Demerger) should be tax neutral from a New Zealand tax perspective for
Telecom and Telecom Shareholders.

Those Telecommunications Act 2001 tax provisions will generally apply to the transfer of only
those assets and liabilities that are described in a proposal approved by Order in Council made
under the Telecommunications Amendment Act. If the Order in Council is not made (or if the
proposal approved does not extend to all relevant assets and liabilities) then the tax provisions
in the Telecommunications Act 2001 may not apply as intended, or at all. This may give rise to
tax costs for the Chorus Group that would not have arisen had the Telecommunications Act
2001 tax provisions applied, or may result in the implementation of the Demerger being delayed.

Risks related to the market generally

Set out below is a brief description of the principal market risks, including liquidity risk, exchange
rate risk, interest rate risk and credit risk:

The secondary market generally

Notes may have no established trading market when issued, and one may never develop. If a
market does develop, it may not be very liquid. Therefore, investors may not be able to sell
their Notes easily or at prices that will provide them with a yield comparable to similar
investments that have a developed secondary market. This is particularly the case for Notes
that are especially sensitive to interest rate, currency or market risks, are designed for specific
investment objectives or strategies or have been structured to meet the investment
requirements of limited categories of investors. These types of Notes generally would have a
more limited secondary market and more price volatility than conventional debt securities.
llliquidity may have a severely adverse effect on the market value of Notes.

Exchange rate risks and exchange controls

The Issuer will pay principal and interest on the Notes and the Original Guarantor will make any
payments under the Guarantee in the Specified Currency. This presents certain risks relating to
currency conversions if an investor's financial activities are denominated principally in a
currency or currency unit (the "Investor's Currency") other than the Specified Currency. These
include the risk that exchange rates may significantly change (including changes due to
devaluation of the Specified Currency or revaluation of the Investor's Currency) and the risk that
authorities with jurisdiction over the Investor's Currency may impose or modify exchange
controls. An appreciation in the value of the Investor's Currency relative to the Specified
Currency would decrease:
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® the Investor's Currency-equivalent yield on the Notes;
(ii) the Investor's Currency-equivalent value of the principal payable on the Notes; and
(iii) the Investor's Currency-equivalent market value of the Notes.

Government and monetary authorities may impose (as some have done in the past) exchange
controls that could adversely affect an applicable exchange rate. As a result, investors may
receive less interest or principal than expected, or no interest or principal.

Interest rate risks

Investment in Fixed Rate Notes involves the risk that subsequent changes in market interest
rates may adversely affect the value of the Fixed Rate Notes.

Inflation risk

Noteholders may suffer erosion on the return of their investments due to inflation. Noteholders
would have an anticipated rate of return based on expected inflation rates on the purchase of
the Notes. An unexpected increase in inflation could reduce the actual returns.

Global financial turmoil has led to volatility in international capital markets which may adversely
affect the market price of the Notes

Global financial turmoil has resulted in substantial and continuing volatility in international capital
markets. Any further deterioration in global financial conditions could have a material adverse
effect on worldwide financial markets, which may adversely affect the market price of the Notes.

Credit ratings may not reflect all risks

One or more independent credit rating agencies may assign credit ratings to the Notes. The
rating(s) (if any) of the Notes will be specified in the applicable Final Terms. The ratings may
not reflect the potential impact of all risks related to structure, market, additional factors
discussed above, and other factors that may affect the value of the Notes.

A credit rating is not a recommendation to buy, sell or hold securities and may be revised or
withdrawn by the rating agency at any time.

An issue may not proceed

The Issuer may decide not to proceed with an issue of Notes under the Programme. Where this
is the case, the investor will have no rights against the Issuer or the Guarantors in relation to
any expense incurred or loss suffered.

Risks related to Notes generally
Notes may not be a suitable investment for all investors

Each potential investor in the Notes must determine the suitability of that investment in light of
its own circumstances. In particular, each investor should have (either alone or with the help of
a financial adviser):

0] sufficient knowledge and experience in financial and business matters to make a
meaningful evaluation of the Notes, the merits and risks of investing in the Notes, and
the information contained in this Base Prospectus and any applicable supplement or
Final Terms;

-20-

2310884 v8 30 August 2011



(i) access to, and knowledge of, appropriate analytical tools to evaluate the merits and
risks an investment in the Notes and the impact the Notes will have on its overall
investment portfolio in the context of its particular circumstances;

(iii) sufficient financial resources and liquidity to bear all of the risks of an investment in the
Notes, including Notes with principal or interest payable in one or more currencies, or
where the currency for principal or interest payments is different from the potential
investor's currency;

(iv) a thorough understanding of the terms and conditions of the Notes and be familiar with
the behaviour of any relevant indices and financial markets;

v) the ability to evaluate possible scenarios for economic, interest rate and other factors
that may affect an investment in the relevant Notes and its ability to bear the applicable
risks; and

(vi) the expertise to evaluate how the Notes will perform under changing conditions, the
resulting effects on the value of the Notes and the impact on the investor's overall
investment portfolio.

Some Notes are complex financial instruments. Sophisticated institutional investors generally
do not purchase complex financial instruments as stand-alone investments. They purchase
complex financial instruments as a way to reduce risk or enhance yield with an understood,
measured, appropriate addition of risk to their overall portfolios.

Particular issues of Notes may not be an appropriate investment for investors who are
inexperienced with respect to:

0] the applicable interest rate indices, currencies, other indices or formulas, or redemption
or other rights or options; and

(ii) investments where the amount of principal and/or interest payable (if any) is based on
the price, value, performance or some other factor and/or the creditworthiness of one or
more entities; or investments where a currency of payment and the investor's currency
are different.

Modification, waivers and substitution and changes in law

The Conditions contain provisions for calling meetings of Noteholders to consider matters
affecting their interests generally. These provisions permit defined majorities to bind all
Noteholders, including Noteholders who did not attend and vote at the relevant meeting and
investors who voted in a manner contrary to the majority.

The conditions of the Notes also provide that the Trustee may, without the consent of
Noteholders, Receiptholders or Couponholders, agree to:

® any modification of, or to the waiver or authorisation of any breach or proposed breach
of, any of the provisions of Notes, the Conditions, the Paying Agency Agreement or the
Trust Deed, or determine that any Event of Default or Potential Event of Default shall not
be treated as such; or

(ii) any modification which is of a formal or minor or technical nature or is made to correct a
manifest error; or

(iii) the substitution of the Original Guarantor or any other Subsidiary as principal debtor
under the Trust Deed and in relation to the Notes, Receipts and Coupons of any Series
in place of the Issuer, in the circumstances described in Condition 18(c).
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EU Savings Directive

Under EC Council Directive 2003/48/EC on the taxation of savings income (the Directive),
Member States are required to provide to the tax authorities of another Member State details of
payments of interest (or other similar income) paid by a person within its jurisdiction to or for an
individual resident in that other Member State or certain limited types of entities established in
that other Member State.

However, for a transitional period Luxembourg and Austria are instead required (unless during
that period they elect otherwise) to impose a withholding system in relation to such payments
(the ending of such transitional period being dependent upon the conclusion of certain other
agreements relating to information exchange with certain other countries). In addition, a
number of non-EU countries including Switzerland and certain British and Dutch dependent or
associated territories have adopted similar measures (a withholding system in the case of
Switzerland) with effect from the same date.

The European Commission has proposed certain amendments to the Directive which may, if
implemented, amend or broaden the scope of the requirements described above.

If a payment were to be made or collected through a Member State or a non-EU country or
territory which has imposed a withholding system and an amount of, or in respect of, tax were to
be withheld from that payment, neither the Issuer, the Guarantors nor any Paying Agent or any
other person would be obliged to pay additional amounts with respect to any Note as a result of
the imposition of such withholding tax (see Condition 13(a) (Taxation) of the Conditions).
However, the Issuer is required to maintain a Paying Agent in a Member State that is not
obliged to withhold or deduct tax pursuant to the Directive (see Condition 17(b) (Trustee and
Agents) of the Conditions).

Change of law

The conditions of the Notes are based on English law in effect as at the date of issue of the
relevant Notes. No assurance can be given as to the impact of any possible judicial decision or
change to English law or administrative practice after the Issue Date of the relevant Notes.

Changes in law, including a change to the Issuer's legal status, control or tax residence and
changes to the law governing the Notes, may alter the rights of investors from those at the time
of the issue and may impact on the ability of an investor to enforce its rights as they existed at
the Issue Date.

Further, changes in governmental policy and regulation may also have an impact on the Issuer
and/or the Guarantors. In addition to changes in laws and regulations, the policies and
practices of government regulators may change and political and diplomatic developments may
have an unexpected or adverse impact on the terms and conditions of the Notes.

Notes where denominations involve integral multiples: Definitive Notes

In relation to Notes which have denominations consisting of a minimum Specified Denomination
plus one or more higher integral multiples of another smaller amount, it is possible that such
Notes may be traded in amounts that are not integral multiples of such minimum Specified
Denomination. In such case an investor who, as a result of trading such amounts, holds an
amount which is less than the minimum Specified Denomination in his account with the relevant
clearing system at the relevant time may not receive a Definitive Note in respect of such holding
(should Definitive Notes be printed) and would need to purchase a principal amount of Notes
such that its holding amounts to a Specified Denomination.

If Definitive Notes are issued, holders should be aware that Definitive Notes which have a
denomination that is not an integral multiple of the minimum Specified Denomination may be
illiquid and difficult to trade.
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The Guarantees provided by the Guarantors may be limited by applicable laws or subject to
certain defences that may limit their validity and enforceability

The Guarantees given by the Guarantors provide holders of Notes with a direct claim against
the relevant Guarantor in respect of the Issuer's payment obligations under the Notes.
Enforcement of each Guarantee would be subject to certain generally available defences. Local
laws and defences may vary, and may include those that relate to corporate benefit (ultra vires),
fraudulent conveyance or transfer, voidable preference, financial assistance, corporate purpose,
liability in tort, subordination and capital maintenance or similar laws and concepts. They may
also include regulations or defences which affect the rights of creditors generally.

If a court were to find a Guarantee given by a Guarantor, or a portion thereof, void or
unenforceable as a result of such local laws or defences, holders would cease to have any
claim in respect of that Guarantor and would be creditors solely of the Issuer and any remaining
Guarantors and, if payment had already been made under the relevant Guarantee, the court
could require that the recipient return the payment to the relevant Guarantor.

Risks related to a particular issue of Notes

The risks of a particular Note will depend on the terms of the relevant Note, but may include,
without limitation, the possibility of significant changes in:

0] the values of the applicable currencies, commodities, interest rates or other indices or
formulae; or
(i) the price, value, performance or any other applicable factor relating to one or more

securities, assets or other property; or
(iii) the creditworthiness of entities other than the Issuer or the Guarantors.

Such risks generally depend on factors over which the Issuer and the Guarantors have no
control and which cannot readily be foreseen, such as economic and political events and the
supply of and demand for the relevant currencies, commaodities, securities, assets or other
property. Neither the current nor the historical price, value or performance of:

® the relevant currencies, commaodities, interest rates or other indices or formulae; or
(ii) the relevant classes of securities, assets or other property; or
(iii) the relevant entities,

should be taken as an indication of future price, value or performance during the term of any
Note.

A wide range of Notes may be issued under the Programme. A number of these Notes may
have features which contain particular risks for potential investors. Set out below is a
description of the most common such features:

Notes subject to optional redemption by the Issuer

An optional redemption feature of Notes is likely to limit their market value. During any period
when the Issuer may elect to redeem Notes, the market value of those Notes generally will not
rise substantially above the price at which they can be redeemed. This also may be true prior to
any redemption period.

The Issuer may be expected to redeem Notes when its cost of borrowing is lower than the
interest rate on the Notes. At those times, an investor generally would not be able to reinvest
the redemption proceeds at an effective interest rate as high as the interest rate on the Notes
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being redeemed and may only be able to do so at a significantly lower rate. Potential investors
should consider reinvestment risk in light of other investments available at that time.

Index Linked Notes and Dual Currency Notes

The Issuer may issue Notes with principal or interest determined by reference to an index or
formula, to changes in the prices of securities or commodities, to movements in currency
exchange rates or other factors (each, a "Relevant Factor"). In addition, the Issuer may issue
Notes with principal or interest payable in one or more currencies which may be different from
the currency in which the Notes are denominated.

Potential investors should be aware that:
0] the market price of such Notes may be volatile;
(ii) they may receive no interest;

(iii) payment of principal or interest may occur at a different time or in a different currency
than expected;

(iv) the amount of principal payable at redemption may be less than the nominal amount of
such Notes or even zero, so they may lose all or a substantial portion of their principal;

(v) a Relevant Factor may be subject to significant fluctuations that may not correlate with
changes in interest rates, currencies or other indices;

(vi) if a Relevant Factor is applied to Notes in conjunction with a multiplier greater than one
or contains some other leverage factor, the effect of changes in the Relevant Factor on
principal or interest payable likely will be magnified; and

(vii) the timing of changes in a Relevant Factor may affect the actual yield to investors, even
if the average level is consistent with their expectations. In general, the earlier the
change in the Relevant Factor, the greater the effect on yield.

The historical experience of an index should not be viewed as an indication of the future
performance of such index during the term of any Index Linked Notes. Accordingly, each
potential investor should consult its own financial and legal advisers about the risk entailed by
an investment in any Index Linked Notes and the suitability of such Notes in light of its particular
circumstances.

Alternatively, if the Issuer pays principal and interest on the Notes in the currency in which the
Notes are dominated, this may present risks if an investor's financial activities are denominated
principally in another currency, as exchange rates may change significantly over the tenor of the
notes. In addition, government and monetary authorities may impose exchange controls or
devalue or change currencies (as some have done in the past) in a manner that could adversely
affect the market value of the Notes).

Partly Paid Notes

The Issuer may issue Notes where the issue price is payable in more than one instalment.
Failure to pay any subsequent instalment could result in an investor losing all of its investment.

Variable rate Notes with a multiplier or other leverage factor

Notes with variable interest rates can be volatile investments. If they are structured to include
multipliers or other leverage factors, or caps or floors, or any combination of those features or
other similar related features, their market values may be even more volatile than those for
securities that do not include those features.
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Inverse Floating Rate Notes

Inverse Floating Rate Notes have an interest rate equal to a fixed rate minus a rate based upon
a reference rate such as LIBOR. The market values of those Notes typically are more volatile
than market values of other conventional floating rate debt securities based on the same
reference rate (and with otherwise comparable terms). Inverse Floating Rate Notes are more
volatile because an increase in the reference rate not only decreases the interest rate of the
Notes, but may also reflect an increase in prevailing interest rates, which further adversely
affects the market value of these Notes.

Fixed/Floating Rate Notes

Fixed/Floating Rate Notes may bear interest at a rate that converts from a fixed rate to a floating
rate, or from a floating rate to a fixed rate. Where the Issuer has the right to effect such a
conversion, this will affect the secondary market and the market value of the Notes since the
Issuer may be expected to convert the rate when it is likely to produce a lower overall cost of
borrowing. If the Issuer converts from a fixed rate to a floating rate in such circumstances, the
spread on the Fixed/Floating Rate Notes may be less favourable than then prevailing spreads
on comparable Floating Rate Notes tied to the same reference rate. In addition, the new
floating rate at any time may be lower than the rates on other Notes. If the Issuer converts from
a floating rate to a fixed rate in such circumstances, the fixed rate may be lower than then
prevailing rates on its Notes.

An investment in fixed rate Notes involves the risk that subsequent changes in market interest
rates may adversely affect the value of such fixed rate notes. Increases in relevant interest
rates may adversely affect the market value of the Notes.

Notes issued at a substantial discount or premium

The market values of Notes issued at a substantial discount or premium to their nominal amount
tend to fluctuate more in relation to general changes in interest rates than do prices for
conventional interest-bearing securities. Generally, the longer the remaining term of the
securities, the greater the price volatility as compared to conventional interest-bearing securities
with comparable maturities.

Legal considerations relating to an investment in Notes

The investment activities of certain investors are or may be subject to legal investment laws and
regulations, or review or regulation by certain authorities. Each potential investor should consult
their legal advisers to determine whether and to what extent:

0] Notes are legal investments for it;

(i) Notes can be used as collateral for various types of borrowing; and

(iii) other restrictions apply to its purchase or pledge of any Notes.

Financial institutions should consult their legal advisers or the appropriate regulators to

determine the appropriate treatment of the Notes under any applicable risk-based capital or
similar rules.
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FORMS OF THE NOTES
Bearer Notes

Each Tranche of Bearer Notes will initially be in the form of either a temporary bearer global
note (the "Temporary Global Note"), without interest coupons, or a permanent bearer global
note (the "Permanent Global Note"), without interest coupons, in each case as specified in the
relevant Final Terms. Each Temporary Global Note or, as the case may be, Permanent Global
Note (each a "Global Bearer Note") which is not intended to be issued in new global note
("NGN") form, as specified in the relevant Final Terms, will be deposited on or around the issue
date of the relevant Tranche of the Notes with a depositary or a common depositary for
Euroclear Bank S.A./N.V. as operator of the Euroclear System ("Euroclear") and/or
Clearstream Banking, société anonyme, Luxembourg ("Clearstream, Luxembourg") and/or
any other relevant clearing system and each Global Bearer Note which is intended to be issued
in NGN form, as specified in the relevant Final Terms, will be deposited on or around the issue
date of the relevant Tranche of the Notes with a common safekeeper for Euroclear and/or
Clearstream, Luxembourg.

On 13 June 2006 the European Central Bank (the "ECB") announced that Notes in NGN form
are in compliance with the "Standards for the use of EU securities settlement systems in ESCB
credit operations" of the central banking system for the euro (the "Eurosystem"), provided that
certain other criteria are fulfilled. At the same time the ECB also announced that arrangements
for Notes in NGN form will be offered by Euroclear and Clearstream, Luxembourg as of 30 June
2006 and that debt securities in global bearer form issued through Euroclear and Clearstream,
Luxembourg after 31 December 2006 will only be eligible as collateral for Eurosystem
operations if the NGN form is used.

The relevant Final Terms will also specify whether United States Treasury Regulation §1.163-
5(c)(2)()(C) (the "TEFRA C Rules") or United States Treasury Regulation §1.163-5(c)(2)(i)(D)
(the "TEFRA D Rules") are applicable in relation to the Notes or, if the Notes do not have a
maturity of more than 365 days, that neither the TEFRA C Rules nor the TEFRA D Rules are
applicable.

Exchangeable Bearer Notes

If the relevant Final terms specifies the form of Notes as being "Exchangeable Bearer Notes",
then the Notes will initially be in the form of Global Bearer Notes which will be exchangeable, in
whole or in part, for interests in Registered Notes (described below). Upon exchange of the
Exchangeable Bearer Notes, the Registered Notes shall be in the same denomination as the
lowest denomination of Exchangeable Bearer Notes of that Tranche.

Exchangeable Bearer Notes may not be exchanged in the period commencing on the fifth
Business Day in London prior to the Record Date in respect of any Interest Payment Date and
ending on such Interest Payment Date (both inclusive). Interest on the Registered Notes issued
on exchange will accrue, and interest on the corresponding Exchangeable Bearer Notes
presented for exchange will cease to accrue, as from the Interest Payment Date immediately
preceding the date of presentation or, if none, as from the Interest Commencement Date.
Registration Requests may only be presented, and Exchangeable Bearer Notes may only be
presented for exchange for Registered Notes, at the specified office of the Principal Paying
Agent. The Registrar will, within seven Business Days in London of the date of presentation to
the Principal Paying Agent of any Registration Request together with the relevant Exchangeable
Bearer Note(s) and unmatured Coupons and any requisite payment as aforesaid, deliver at its
specified office to the Noteholder or (at the risk and, if mailed at the request of the Noteholder
otherwise than by ordinary uninsured mail, at the expense of the Noteholder) send by mail to
such address, other than an address in the United States, as may be specified by the
Noteholder in the Registration Request a Registered Note with the same aggregate principal
amount as that of the Exchangeable Bearer Note(s) exchanged. Bearer Notes which are not
Exchangeable Bearer Notes may not be exchanged for Registered Notes.
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Temporary Global Note exchangeable for Permanent Global Notes

If the relevant Final Terms specifies the form of Notes as being "Temporary Global Note
exchangeable for a Permanent Global Note", then the Notes will initially be in the form of a
Temporary Global Note which will be exchangeable, in whole or in part, for interests in a
Permanent Global Note, without interest coupons, not earlier than 40 days after the issue date
of the relevant Tranche of the Notes upon certification as to non-U.S. beneficial ownership. No
payments will be made under the Temporary Global Note unless exchange for interests in the
Permanent Global Note is improperly withheld or refused. In addition, interest payments in
respect of the Notes cannot be collected without such certification of non-U.S. beneficial
ownership.

Whenever any interest in the Temporary Global Note is to be exchanged for an interest in a
Permanent Global Note, the Issuer shall procure (in the case of first exchange) the delivery of a
Permanent Global Note to the bearer of the Temporary Global Note or (in the case of any
subsequent exchange) an increase in the principal amount of the Permanent Global Note in
accordance with its terms against:

® presentation and (in the case of final exchange) presentation and surrender of the
Temporary Global Note to or to the order of the Principal Paying Agent; and

(ii) receipt by the Principal Paying Agent of a certificate or certificates of non-U.S. beneficial
ownership.

The principal amount of Notes represented by the Permanent Global Note shall be equal to the
aggregate of the principal amounts specified in the certificates of non-U.S. beneficial ownership
provided, however, that in no circumstances shall the principal amount of Notes represented by
the Permanent Global Note exceed the initial principal amount of Notes represented by the
Temporary Global Note.

If:

(@ the Permanent Global Note has not been delivered or the principal amount thereof
increased by 5.00 p.m. (London time) on the seventh day after the bearer of the
Temporary Global Note has requested exchange of an interest in the Temporary Global
Note for an interest in a Permanent Global Note; or

(b) the Temporary Global Note (or any part thereof) has become due and payable in
accordance with the Terms and Conditions of the Notes or the date for final redemption
of the Temporary Global Note has occurred and, in either case, payment in full of the
amount of principal falling due with all accrued interest thereon has not been made to
the bearer of the Temporary Global Note in accordance with the terms of the Temporary
Global Note on the due date for payment,

then the Temporary Global Note (including the obligation to deliver a Permanent Global Note)
will become void at 5.00 p.m. (London time) on such seventh day (in the case of (a) above) or at
5.00 p.m. (London time) on such due date (in the case of (b) above) and the bearer of the
Temporary Global Note will have no further rights thereunder (but without prejudice to the rights
which the bearer of the Temporary Global Note or others may have under the Trust Deed).

The Permanent Global Note will become exchangeable, in whole but not in part only and at the
request of the bearer of the Permanent Global Note, for Bearer Notes in definitive form
("Definitive Notes"):

(a) on the expiry of such period of notice as may be specified in the Final Terms; or
(b) at any time, if so specified in the Final Terms; or
(c) if the Final Terms specify "in the limited circumstances described in the Permanent

Global Note", then if either of the following events occurs:
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0] Euroclear or Clearstream, Luxembourg or any other relevant clearing system is
closed for business for a continuous period of 14 days (other than by reason of
legal holidays) or announces an intention permanently to cease business; or

(i) any of the circumstances described in Condition 14 (Events of Default) occurs.

Whenever the Permanent Global Note is to be exchanged for Definitive Bearer Notes, the
Issuer shall procure the prompt delivery (free of charge to the bearer) of such Definitive Bearer
Notes, duly authenticated and with Coupons and Talons attached (if so specified in the Final
Terms), in an aggregate principal amount equal to the principal amount of Notes represented by
the Permanent Global Note to the bearer of the Permanent Global Note against the surrender of
the Permanent Global Note to or to the order of the Principal Paying Agent within 30 days of the
bearer requesting such exchange.

If:

(@ Definitive Bearer Notes have not been duly delivered by 5.00 p.m. (London time) on the
thirtieth day after the bearer has requested exchange of the Permanent Global Note for
Definitive Bearer Notes; or

(b) the Permanent Global Note was originally issued in exchange for part only of a
Temporary Global Note representing the Notes and such Temporary Global Note
becomes void in accordance with its terms; or

(c) the Permanent Global Note (or any part thereof) has become due and payable in
accordance with the Terms and Conditions of the Notes or the date for final redemption
of the Permanent Global Note has occurred and, in either case, payment in full of the
amount of principal falling due with all accrued interest thereon has not been made to
the bearer in accordance with the terms of the Permanent Global Note on the due date
for payment,

then the Permanent Global Note (including the obligation to deliver Definitive Bearer Notes) will
become void at 5.00 p.m. (London time) on such thirtieth day (in the case of (a) above) or at
5.00 p.m. (London time) on the date on which such Temporary Global Note becomes void (in
the case of (b) above) or at 5.00 p.m. (London time) on such due date ((c) above) and the
bearer of the Permanent Global Note will have no further rights thereunder (but without
prejudice to the rights which the bearer of the Permanent Global Note or others may have under
the Trust Deed).

Temporary Global Note exchangeable for Definitive Bearer Notes

If the relevant Final Terms specify the form of Notes as being "Temporary Global Note
exchangeable for Definitive Bearer Notes" and also specify that the TEFRA C Rules are
applicable or that neither the TEFRA C Rules or the TEFRA D Rules are applicable, then the
Notes will initially be in the form of a Temporary Global Note which will be exchangeable, in
whole but not in part, for Definitive Bearer Notes not earlier than 40 days after the issue date of
the relevant Tranche of the Notes.

If the relevant Final Terms specify the form of Notes as being "Temporary Global Note
exchangeable for Definitive Bearer Notes" and also specifies that the TEFRA D Rules are
applicable, then the Notes will initially be in the form of a Temporary Global Note which will be
exchangeable, in whole or in part, for Definitive Bearer Notes not earlier than 40 days after the
issue date of the relevant Tranche of the Notes upon certification as to non-U.S. beneficial
ownership. Interest payments in respect of the Notes cannot be collected without such
certification of non-U.S. beneficial ownership.

Whenever the Temporary Global Note is to be exchanged for Definitive Bearer Notes, the Issuer
shall procure the prompt delivery (free of charge to the bearer) of such Definitive Bearer Notes,
duly authenticated and with Coupons and Talons attached (if so specified in the relevant Final
Terms), in an aggregate principal amount equal to the principal amount of the Temporary Global
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Note to the bearer of the Temporary Global Note against the surrender of the Temporary Global
Note to or to the order of the Principal Paying Agent within 30 days of the bearer requesting
such exchange.

If:

(a) Definitive Bearer Notes have not been duly delivered by 5.00 p.m. (London time) on the
thirtieth day after the bearer has requested exchange of the Temporary Global Note for
Definitive Bearer Notes; or

(b) the Temporary Global Note (or any part thereof) has become due and payable in
accordance with the Terms and Conditions of the Notes or the date for final redemption
of the Temporary Global Note has occurred and, in either case, payment in full of the
amount of principal falling due with all accrued interest thereon has not been made to
the bearer in accordance with the terms of the Temporary Global Note on the due date
for payment,

then the Temporary Global Note (including the obligation to deliver Definitive Bearer Notes) will
become void at 5.00 p.m. (London time) on such thirtieth day (in the case of (a) above) or at
5.00 p.m. (London time) on such due date (in the case of (b) above) and the bearer of the
Temporary Global Note will have no further rights thereunder (but without prejudice to the rights
which the bearer of the Temporary Global Note or others may have under the Trust Deed).

Permanent Global Note exchangeable for Definitive Bearer Notes

If the relevant Final Terms specify the form of Notes as being "Permanent Global Note
exchangeable for Definitive Bearer Notes", then the Notes will initially be in the form of a
Permanent Global Note which will be exchangeable in whole, but not in part, for Definitive
Bearer Notes:

€) on the expiry of such period of notice as may be specified in the relevant Final Terms; or
(b) at any time, if so specified in the relevant Final Terms; or

(©) if the relevant Final Terms specify "in the limited circumstances described in the
Permanent Global Note", then if either of the following events occurs:

0] Euroclear or Clearstream, Luxembourg or any other relevant clearing system is
closed for business for a continuous period of 14 days (other than by reason of
legal holidays) or announces an intention permanently to cease business; or

(i) any of the circumstances described in Condition 14 (Events of Default) occurs.

Whenever the Permanent Global Note is to be exchanged for Definitive Bearer Notes, the
Issuer shall procure the prompt delivery (free of charge to the bearer) of such Definitive Bearer
Notes, duly authenticated and with Coupons and Talons attached (if so specified in the Final
Terms), in an aggregate principal amount equal to the principal amount of Notes represented by
the Permanent Global Note to the bearer of the Permanent Global Note against the surrender of
the Permanent Global Note to or to the order of the Principal Paying Agent within 30 days of the
bearer requesting such exchange.

If:

€) Definitive Bearer Notes have not been duly delivered by 5.00 p.m. (London time) on the
thirtieth day after the bearer has requested exchange of the Permanent Global Note for
Definitive Bearer Notes; or

(b) the Permanent Global Note (or any part thereof) has become due and payable in
accordance with the Terms and Conditions of the Notes or the date for final redemption
of the Permanent Global Note has occurred and, in either case, payment in full of the
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amount of principal falling due with all accrued interest thereon has not been made to
the bearer in accordance with the terms of the Permanent Global Note on the due date
for payment,

then the Permanent Global Note (including the obligation to deliver Definitive Bearer Notes) will
become void at 5.00 p.m. (London time) on such thirtieth day (in the case of (a) above) or at
5.00 p.m. (London time) on such due date ((b) above) and the bearer of the Permanent Global
Note will have no further rights thereunder (but without prejudice to the rights which the bearer
of the Permanent Global Note or others may have under the Trust Deed).

Registered Notes

The Registered Notes of each Tranche will initially be represented by a global note in registered
form, without Receipts or Coupons, (a "Registered Global Note") which will be deposited with
a common depositary for, and registered in the name of a common nominee of, Euroclear and
Clearstream, Luxembourg.

Payments of principal, interest and any other amount in respect of a Registered Global Note
will, in the absence of provision to the contrary, be made to the person shown on the Register
(as defined in Condition 12(C)) as the registered holder of the Registered Global Note. None of
the Issuer, the Trustee, the Guarantors, any Paying Agent or the Registrar will have any
responsibility or liability for any aspect of the records relating to or payments or deliveries made
on account of beneficial ownership interests in any Registered Global Note or for maintaining,
supervising or reviewing any records relating to such beneficial ownership interests.

Payments of principal, interest or any other amount in respect of the Registered Notes in
definitive form will, in the absence of provision to the contrary, be made to the persons shown
on the Register on the relevant Record Date immediately preceding the due date for payment in
the manner provided in that Condition.

Interests in a Registered Global Note will be exchangeable (free of charge), in whole but not in
part, for definitive Registered Notes without receipts, interest coupons or talons attached only
upon the occurrence of an Exchange Event. For these purposes, "Exchange Event" means
that (i) an Event of Default has occurred, (ii) the Issuer has been notified that Euroclear or
Clearstream, Luxembourg is closed for business for a continuous period of 14 days (other than
by reason of holiday, statutory or otherwise) or have announced an intention permanently to
cease business or have in fact done so and, in any such case, no successor clearing system
acceptable to the Trustee is available or (iii) the Issuer has or will become subject to adverse tax
consequences which would not be suffered or required were the Notes represented by the
Registered Global Note in definitive form. The Issuer will promptly give notice to Noteholders in
accordance with Condition 16 if an Exchange Event occurs. In the event of the occurrence of
an Exchange Event, Euroclear and/or Clearstream, Luxembourg (acting on the instructions of
any holder of an interest in such Registered Global Note) or the Trustee may give notice to the
Registrar requesting exchange and, in the event of the occurrence of an Exchange Event as
described in (iii) above, the Issuer may also give notice to the Registrar and the Trustee
requesting exchange. Any such exchange shall occur not later than 10 days after the date of
receipt of the first relevant notice by the Registrar.

Terms and Conditions applicable to the Notes

The terms and conditions applicable to any Definitive Bearer Note will be endorsed on that Note
and will consist of the terms and conditions set out under "Terms and Conditions of the Notes"
below and the provisions of the relevant Final Terms which supplement, amend and/or replace
those terms and conditions.

The terms and conditions applicable to any Note in global form will differ from those terms and
conditions which would apply to the Note were it in definitive form to the extent described under
"Summary of Provisions Relating to the Notes while in Global Form" below.
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Legend concerning United States persons

In the case of any Tranche of Bearer Notes having a maturity of more than 365 days, the Notes
in global form, the Notes in definitive form and any Coupons and Talons appertaining thereto
will bear a legend to the following effect:

"Any United States person who holds this obligation will be subject to limitations under
the United States income tax laws, including the limitations provided in Sections 165(j)
and 1287(a) of the Internal Revenue Code."
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TERMS AND CONDITIONS OF THE NOTES

The following is the text of the terms and conditions which, as supplemented, amended and/or
replaced by the relevant Final Terms, will be endorsed on each Note in definitive form issued
under the Programme. The terms and conditions applicable to any Note in global form will differ
from those terms and conditions which would apply to the Note were it in definitive form to the
extent described under "Summary of Provisions Relating to the Notes while in Global Form"
below.

1. Introduction

(@ Programme: Chorus Limited (the "Issuer") has established a Euro Medium Term Note
Programme (the "Programme") for the issuance of up to U.S.$2,000,000,000 in
aggregate principal amount of notes (the "Notes") guaranteed by Chorus New Zealand
Limited (the "Original Guarantor") and certain other subsidiaries of the Issuer from time
to time (together with the Original Guarantor, the "Guarantors").

(b) Final Terms: Notes issued under the Programme are issued in series (each a "Series")
and each Series may comprise one or more tranches (each a "Tranche") of Notes.
Each Tranche is the subject of a final terms (the "Final Terms") which supplements
these terms and conditions (the "Conditions"). The terms and conditions applicable to
any particular Tranche of Notes are these Conditions as supplemented, amended
and/or replaced by the relevant Final Terms. In the event of any inconsistency between
these Conditions and the relevant Final Terms, the relevant Final Terms shall prevail.

() Trust Deed: The Notes are constituted by, are subject to, and have the benefit of, a
trust deed dated 30 August 2011 (as amended or supplemented from time to time, the
"Trust Deed") between the Issuer, the Original Guarantor and The Law Debenture Trust
Corporation p.l.c. as trustee (the "Trustee", which expression includes all persons for
the time being trustee or trustees appointed under the Trust Deed).

(d) Paying Agency Agreement: The Notes are the subject of an issue and paying agency
agreement dated 30 August 2011 (the "Paying Agency Agreement") between,
amongst others, the Issuer, the Original Guarantor, Citibank N.A., London Branch as
principal paying agent (the "Principal Paying Agent", which expression includes any
successor principal paying agent appointed from time to time in connection with the
Notes), the paying agents named therein (together with the Principal Paying Agent, the
"Paying Agents", which expression includes any successor or additional paying agents
appointed from time to time in connection with the Notes), BNP Paribas Securities
Services. as transfer agent (together with the Paying Agents, the "Agents") and the
Trustee.

(e) The Notes: All subsequent references in these Conditions to "Notes" are to the Notes
which are the subject of the relevant Final Terms and may be issued in bearer,
exchangeable bearer or registered form. Copies of the relevant Final Terms are
available for viewing at Citibank N.A, London Branch, Citigroup Centre, Canada Squatre,
Canary Wharf London E14 5LB, United Kingdom and copies may be obtained from
Citibank N.A., London Branch, Citigroup Centre, Canada Square, Canary Wharf London
E14 5LB, United Kingdom.

) Summaries: Certain provisions of these Conditions are summaries of the Trust Deed
and the Paying Agency Agreement and are subject to their detailed provisions. The
holders of the Notes (the "Noteholders™) and the holders of the related interest coupons,
if any, (the "Couponholders"” and the "Coupons", respectively) are bound by, and are
deemed to have notice of, all the provisions of the Trust Deed and the Paying Agency
Agreement applicable to them. Copies of the Trust Deed and the Paying Agency
Agreement are available for inspection by Noteholders during normal business hours at
the Specified Offices of each of the Paying Agents, the initial Specified Offices of which
are set out below.
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2. Interpretation
(a) Definitions: In these Conditions the following expressions have the following meanings:
"Accrual Yield" has the meaning given in the relevant Final Terms;

"Additional Business Centre(s)" means the city or cities specified as such in the
relevant Final Terms;

"Additional Financial Centre(s)" means the city or cities specified as such in the
relevant Final Terms;

"Asset" shall include an interest in, or in the assets of, any joint venture, partnership or
similar venture (whether or not incorporated) in which any one or more of the Issuer and
the Guarantors are participant(s);

"Borrowed Moneys Indebtedness" means:

€)) indebtedness for moneys borrowed;

(b) indebtedness in respect of guarantees or similar indemnities;

(c) acceptance credits;

(d) indebtedness in respect of negotiable instruments;

(e) money owing in respect of interest rate and cross-currency swaps; and

) payments under rental or lease arrangements entered into primarily for the

purpose of raising or obtaining finance;
"Business Day" means:

(a) in relation to any sum payable in euro, a TARGET Settlement Day and a day on
which commercial banks and foreign exchange markets settle payments
generally in each (if any) Additional Business Centre; and

(b) in relation to any sum payable in a currency other than euro, a day on which
commercial banks and foreign exchange markets settle payments generally in
the Principal Financial Centre of the relevant currency and in each (if any)
Additional Business Centre;

"Business Day Convention", in relation to any particular date, has the meaning given
in the relevant Final Terms and, if so specified in the relevant Final Terms, may have
different meanings in relation to different dates and, in this context, the following
expressions shall have the following meanings:

€)) "Following Business Day Convention" means that the relevant date shall be
postponed to the first following day that is a Business Day;

(b) "Modified Following Business Day Convention" or "Modified Business Day
Convention" means that the relevant date shall be postponed to the first
following day that is a Business Day unless that day falls in the next calendar
month in which case that date will be the first preceding day that is a Business
Day;

(c) "Preceding Business Day Convention" means that the relevant date shall be
brought forward to the first preceding day that is a Business Day;
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(d) "FRN Convention", "Floating Rate Convention" or "Eurodollar Convention"
means that each relevant date shall be the date which numerically corresponds
to the preceding such date in the calendar month which is the number of months
specified in the relevant Final Terms as the Specified Period after the calendar
month in which the preceding such date occurred provided, however, that:

0] if there is no such numerically corresponding day in the calendar month
in which any such date should occur, then such date will be the last day
which is a Business Day in that calendar month;

(i) if any such date would otherwise fall on a day which is not a Business
Day, then such date will be the first following day which is a Business
Day unless that day falls in the next calendar month, in which case it will
be the first preceding day which is a Business Day; and

(iii) if the preceding such date occurred on the last day in a calendar month
which was a Business Day, then all subsequent such dates will be the
last day which is a Business Day in the calendar month which is the
specified number of months after the calendar month in which the
preceding such date occurred; and

(e) "No Adjustment” means that the relevant date shall not be adjusted in
accordance with any Business Day Convention;

"Calculation Agent" means, in relation to the Notes of any Series, the Principal Paying
Agent or such other Person specified in the relevant Final Terms as the party
responsible for calculating the Rate(s) of Interest and Interest Amount(s) and/or such
other amount(s) as may be specified in the relevant Final Terms;

"Calculation Amount" has the meaning given in the relevant Final Terms;

"Coupon Sheet" means, in respect of a Bearer Note, a coupon sheet relating to the
Note;

"Day Count Fraction" means, in respect of the calculation of an amount for any period
of time (the "Calculation Period"), such day count fraction as may be specified in these
Conditions or the relevant Final Terms and:

€)) if "Actual/Actual (ICMA)" is so specified, means:

0] where the Calculation Period is equal to or shorter than the Regular
Period during which it falls, the actual number of days in the Calculation
Period divided by the product of (1) the actual humber of days in such
Regular Period and (2) the number of Regular Periods in any year; and

(i) where the Calculation Period is longer than one Regular Period, the sum
of:

(A) the actual number of days in such Calculation Period falling in
the Regular Period in which it begins divided by the product of (1)
the actual number of days in such Regular Period and (2) the
number of Regular Periods in any year; and

(B) the actual number of days in such Calculation Period falling in
the next Regular Period divided by the product of (a) the actual
number of days in such Regular Period and (2) the number of
Regular Periods in any year;

(iii) if "Actual/Actual (ISDA)" is so specified, means the actual number of
days in the Calculation Period divided by 365 (or, if any portion of the
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Calculation Period falls in a leap year, the sum of (A) the actual number
of days in that portion of the Calculation Period falling in a leap year
divided by 366 and (B) the actual number of days in that portion of the
Calculation Period falling in a non-leap year divided by 365);

(iv) if "Actual/365 (Fixed)" is so specified, means the actual number of days
in the Calculation Period divided by 365;

(v) if "Actual/360" is so specified, means the actual number of days in the
Calculation Period divided by 360;

if "30/360" is so specified, the number of days in the Calculation Period
divided by 360, calculated on a formula basis as follows

[360X(Y2 _Yl)] +[3OX(M2 B Ml)] + (Dz B Dl)
360

Day Count Fraction =

where:

"Y," is the year, expressed as a number, in which the first day of the
Calculation Period falls;

"Y," is the year, expressed as a number, in which the day immediately
following the last day included in the Calculation Period falls;

"M;" is the calendar month, expressed as a number, in which the first
day of the Calculation Period falls;

"M," is the calendar month, expressed as number, in which the day
immediately following the last day included in the Calculation Period
falls;

"D," is the first calendar day, expressed as a number, of the Calculation
Period, unless such number would be 31, in which case D; will be 30;
and

"D," is the calendar day, expressed as a number, immediately following
the last day included in the Calculation Period, unless such number
would be 31 and D, is greater than 29, in which case D, will be 30";

if "30E/360" or "Eurobond Basis" is so specified, the number of days in
the Calculation Period divided by 360, calculated on a formula basis as
follows:

Day Count Fraction = [360 X(Yz _Yl)] +[30x(M .~ M 1)] + (Dz B Dl)
360
where:

"Y," is the year, expressed as a number, in which the first day of the
Calculation Period falls;

"Y," is the year, expressed as a number, in which the day immediately
following the last day included in the Calculation Period falls;

"M;" is the calendar month, expressed as a number, in which the first
day of the Calculation Period falls;
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"M," is the calendar month, expressed as a number, in which the day
immediately following the last day included in the Calculation Period
falls;

"D," is the first calendar day, expressed as a humber, of the Calculation
Period, unless such number would be 31, in which case D; will be 30;
and

"D," is the calendar day, expressed as a number, immediately following
the last day included in the Calculation Period, unless such number
would be 31, in which case D, will be 30; and

if "30E/360 (ISDA)" is so specified, the number of days in the Calculation
Period divided by 360, calculated on a formula basis as follows:
[360((Y2 _Yl)] +[3OX(M2 - Ml)] + (Dz - Dl)

Day Count Fraction =
360

where:

"Y," is the year, expressed as a number, in which the first day of the
Calculation Period falls;

"Y," is the year, expressed as a number, in which the day immediately
following the last day included in the Calculation Period falls;

"M;" is the calendar month, expressed as a number, in which the first
day of the Calculation Period falls;

"M," is the calendar month, expressed as a number, in which the day
immediately following the last day included in the Calculation Period
falls;

"D," is the first calendar day, expressed as a humber, of the Calculation
Period, unless (i) that day is the last day of February or (ii) such number
would be 31, in which case D; will be 30; and

"D," is the calendar day, expressed as a number, immediately following
the last day included in the Calculation Period, unless (i) that day is the
last day of February but not the Maturity Date or (ii) such number would
be 31, in which case D, will be 30,

provided, however, that in each such case the number of days in the
Calculation Period is calculated from and including the first day of the
Calculation Period to but excluding the last day of the Calculation Period;

"Early Redemption Amount (Tax)" means, in respect of any Note, its principal amount
or such other amount as may be specified in, or determined in accordance with, the
relevant Final Terms;

"Early Termination Amount" means, in respect of any Note, its principal amount or
such other amount as may be specified in, or determined in accordance with, these
Conditions or the relevant Final Terms;

"Exchangeable Bearer Notes" means Notes issued in bearer form that are
exchangeable for Notes in registered form;

"Extraordinary Resolution" has the meaning given to it in the Trust Deed;
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"Final Redemption Amount" means, in respect of any Note, its principal amount or
such other amount as may be specified in, or determined in accordance with, the
relevant Final Terms;

"First Interest Payment Date" means the date specified in the relevant Final Terms;
"Fixed Coupon Amount" has the meaning given in the relevant Final Terms;
"Group" has the meaning given to it in the Trust Deed.

"Guarantee of the Notes" means the guarantee of the Notes given by the Guarantors in
the Trust Deed;

"Initial Rate of Interest” means the Rate of Interest applicable with respect to the first
Interest Period;

"Interest Amount" means, in relation to a Note and an Interest Period, the amount of
interest payable in respect of that Note for that Interest Period;

"Interest Commencement Date" means in relation to any interest-bearing Note, the
date specified in the relevant Final Terms from which the Note bears interest or, if no
date is specified therein, the Issue Date;

"Interest Determination Date" has the meaning given in the relevant Final Terms;

"Interest Payment Date" means the First Interest Payment Date and any other date or
dates specified as such in, or determined in accordance with the provisions of, the
relevant Final Terms and, if a Business Day Convention is specified in the relevant Final
Terms:

(a) as the same may be adjusted in accordance with the relevant Business Day
Convention; or

(b) if the Business Day Convention is the FRN Convention, Floating Rate
Convention or Eurodollar Convention and an interval of a number of calendar
months is specified in the relevant Final Terms as being the Specified Period,
each of such dates as may occur in accordance with the FRN Convention,
Floating Rate Convention or Eurodollar Convention at such Specified Period of
calendar months following the Interest Commencement Date (in the case of the
first Interest Payment Date) or the previous Interest Payment Date (in any other
case);

“Interest Period" means each period beginning on (and including) the Interest
Commencement Date or any Interest Payment Date and ending on (but excluding) the
next Interest Payment Date;

"ISDA Definitions" means the 2006 ISDA Definitions (as amended and updated as at
the date of issue of the first Tranche of the Notes of the relevant Series (as specified in
the relevant Final Terms) as published by the International Swaps and Derivatives
Association, Inc.);

"Issue Date" has the meaning given in the relevant Final Terms;

"Margin" has the meaning given in the relevant Final Terms;

"Maturity Date" has the meaning given in the relevant Final Terms;

"Maximum Redemption Amount" has the meaning given in the relevant Final Terms;
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"Minimum Redemption Amount" has the meaning given in the relevant Final Terms;

“"Noteholder" and (in relation to a Note) "holder" means (in the case of a Bearer Note)
the bearer of a Note and (in the case of a Registered Note) a person in whose name the
Note is registered in the Register (or in the case of joint holders the first named thereof)
save that, for so long as the Notes of any Series are represented by a Global Note each
person who has for the time being a particular principal amount of such Notes credited
to his securities account in the records of Clearstream, Luxembourg or Euroclear shall
be deemed to be the Noteholder in respect of the principal amount of such Notes for all
purposes hereof other than for the purpose of payments in respect thereof, the right to
which shall be vested, as against the Issuer, solely in the bearer, in the case of a Bearer
Note in Global Note form, or registered holder in the case of a Registered Global Note in
accordance with and subject to the terms of the Trust Deed and such Global Note;

"Optional Redemption Amount (Call)" means, in respect of any Note, its principal
amount or such other amount as may be specified in, or determined in accordance with,
the relevant Final Terms;

"Optional Redemption Amount (Put)" means, in respect of any Note, its principal
amount or such other amount as may be specified in, or determined in accordance with,
the relevant Final Terms;

"Optional Redemption Date (Call)" has the meaning given in the relevant Final Terms;

"Optional Redemption Date (Put)" has the meaning given in the relevant Final Terms;

"Participating Member State" means a Member State of the European Communities
which adopts the euro as its lawful currency in accordance with the Treaty;

"Payment Business Day" means:
€)) if the currency of payment is euro, any day which is:

0] a day on which commercial banks and foreign exchange markets settle
payments in any Additional Financial Centre(s) specified herein; and

(i) a TARGET Settlement Day; or

(b) if the currency of payment is not euro, any day on which commercial banks and
foreign exchange markets settle payments in the principal financial centre for
such currency;

"Person" means any individual, company, corporation, firm, partnership, joint venture,
association, organisation, state or agency of a state or other entity, whether or not
having separate legal personality;

"Principal Financial Centre" means, in relation to any currency, the principal financial
centre for that currency provided, however, that:

€)) in relation to euro, it means the principal financial centre of such Member State
of the European Communities as is selected (in the case of a payment) by the
payee or (in the case of a calculation) by the Calculation Agent; and

(b) in relation to New Zealand dollars, it means either Wellington or Auckland as is
selected (in the case of a payment) by the payee or (in the case of a calculation)
by the Calculation Agent;

"Put Option Notice" means a notice which must be delivered to a Paying Agent by any
Noteholder wanting to exercise a right to redeem a Note at the option of the Noteholder;
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"Put Option Receipt" means a receipt issued by a Paying Agent to a depositing
Noteholder upon deposit of a Note with such Paying Agent by any Noteholder wanting
to exercise a right to redeem a Note at the option of the Noteholder;

"Rate of Interest" means the rate or rates (expressed as a percentage per annum) of
interest payable in respect of the Notes specified in the relevant Final Terms or
calculated or determined in accordance with the provisions of these Conditions and/or
the relevant Final Terms;

"Redemption Amount" means, as appropriate, the Final Redemption Amount, the Early
Redemption Amount (Tax), the Optional Redemption Amount (Call), the Optional
Redemption Amount (Put), the Early Termination Amount or such other amount in the
nature of a redemption amount as may be specified in, or determined in accordance
with the provisions of, the relevant Final Terms;

"Reference Banks" has the meaning given in the relevant Final Terms or, if none, four
major banks selected by the Calculation Agent in the market that is most closely
connected with the Reference Rate;

"Reference Price" has the meaning given in the relevant Final Terms;
"Reference Rate" has the meaning given in the relevant Final Terms;
"Regular Period" means:

(a) in the case of Notes where interest is scheduled to be paid only by means of
regular payments, each period from and including the Interest Commencement
Date to but excluding the first Interest Payment Date and each successive
period from and including one Interest Payment Date to but excluding the next
Interest Payment Date,

(b) in the case of Notes where, apart from the first Interest Period, interest is
scheduled to be paid only by means of regular payments, each period from and
including a Regular Date falling in any year to but excluding the next Regular
Date, where "Regular Date" means the day and month (but not the year) on
which any Interest Payment Date falls; and

(c) in the case of Notes where, apart from one Interest Period other than the first
Interest Period, interest is scheduled to be paid only by means of regular
payments, each period from and including a Regular Date falling in any year to
but excluding the next Regular Date, where "Regular Date" means the day and
month (but not the year) on which any Interest Payment Date falls other than the
Interest Payment Date falling at the end of the irregular Interest Period .

"Relevant Date" means, in relation to any payment, whichever is the later of (a) the date
on which the payment in question first becomes due and (b) if the full amount payable
has not been received in the Principal Financial Centre of the currency of payment by
the Principal Paying Agent or the Trustee on or prior to such due date, the date on
which (the full amount having been so received) natice to that effect has been given to
the Noteholders;

"Relevant Financial Centre" has the meaning given in the relevant Final Terms;

"Relevant Screen Page" means the page, section or other part of a particular
information service (including, without limitation, Reuters) specified as the Relevant
Screen Page in the relevant Final Terms, or such other page, section or other part as
may replace it on that information service or such other information service, in each
case, as may be nominated by the Person providing or sponsoring the information
appearing there for the purpose of displaying rates or prices comparable to the
Reference Rate;
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"Relevant Time" has the meaning given in the relevant Final Terms;

"Reserved Matter" means any proposal:

€) to change any date fixed for payment of principal or interest in respect of the
Notes, to reduce the amount of principal or interest payable on any date in
respect of the Notes, to alter the method of calculating the amount of any
payment in respect of the Notes or the date for any such payment;

(b) to effect the exchange or substitution of the Notes for, or the conversion of the
Notes into, shares, bonds or other obligations or securities of the Issuer, the
Guarantor or any other person or body corporate formed or to be formed (other
than as permitted under Clause 8.3 of the Trust Deed);

(c) to change the currency in which amounts due in respect of the Notes are
payable;

(d) to modify any provision of the guarantee of the Notes (other than as permitted
under Clause 8.3 of the Trust Deed);

(e) to change the quorum requirements relating to meetings or the majority required
to pass an Extraordinary Resolution; or

) to amend this definition;

"Security Interest" means any mortgage, charge, pledge, lien or other security interest
including, without limitation, anything analogous to any of the foregoing under the laws
of any jurisdiction, but not including a security interest in relation to personal property
that is created or provided for by:

0] a transfer of an account receivable or chattel paper;

(i) a lease for a term of more than one year; or

(iii) a commercial consignment,

that does not secure payment or performance of an obligation;

"Specified Currency" has the meaning given in the relevant Final Terms;

"Specified Denomination(s)" has the meaning given in the relevant Final Terms;
"Specified Office" has the meaning given in the Paying Agency Agreement;

"Specified Period" has the meaning given in the relevant Final Terms;

"Subsidiary" means, in relation to any Person (the "first Person") at any particular time,
any other Person (the "second Person"):

(a) whose affairs and policies the first Person controls or has the power to control,
whether by ownership of share capital, contract, the power to appoint or remove
members of the governing body of the second Person or otherwise; or

(b) whose financial statements are, in accordance with applicable law and generally
accepted accounting principles, consolidated with those of the first Person;

"Talon" means a talon for further Coupons;
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"TARGET2" means the Trans-European Automated Real-Time Gross Settlement
Express Transfer payment system which utilises a single shared platform and which
was launched on 19 November 2007;

"TARGET Settlement Day" means any day on which TARGET2 is open for the
settlement of payments in euro;

"Total Tangible Assets" has the meaning given to it in the Trust Deed;

"Treaty" means the Treaty establishing the European Communities, as amended;

"Zero Coupon Note" means a Note specified as such in the relevant Final Terms.
(b) Interpretation: In these Conditions:

0] if the Notes are Zero Coupon Notes, references to Coupons and Couponholders
are not applicable;

(i) if Talons are specified in the relevant Final Terms as being attached to the Notes
at the time of issue, references to Coupons shall be deemed to include
references to Talons;

(iii) if Talons are not specified in the relevant Final Terms as being attached to the
Notes at the time of issue, references to Talons are not applicable;

(iv) any reference to principal shall be deemed to include the Redemption Amount,
any additional amounts in respect of principal which may be payable under
Condition 13 (Taxation), any premium payable in respect of a Note and any
other amount in the nature of principal payable pursuant to these Conditions;

(v) any reference to interest shall be deemed to include any additional amounts in
respect of interest which may be payable under Condition 13 (Taxation) and any
other amount in the nature of interest payable pursuant to these Conditions;

(vi) references to Notes being "outstanding" shall be construed in accordance with
the Trust Deed,;

(vii) if an expression is stated in Condition 2(a) to have the meaning given in the
relevant Final Terms, but the relevant Final Terms gives no such meaning or
specifies that such expression is "not applicable" then such expression is not
applicable to the Notes; and

(viii)  any reference to the Trust Deed or the Paying Agency Agreement shall be
construed as a reference to the Trust Deed or the Paying Agency Agreement, as
the case may be, as amended and/or supplemented up to and including the
Issue Date of the Notes.

3. Form, Denomination and Title

The Notes are in bearer form, exchangeable bearer form or in registered form as
specified in the applicable Final Terms and, in the case of definitive Notes, serially
numbered, in the Specified Currency and the Specified Denomination(s). Notes of one
Specified Denomination may not be exchanged for Notes of another Specified
Denomination.

All Registered Notes shall have the same Specified Denomination. Where
Exchangeable Bearer Notes are issued, the Registered Notes for which they are
exchangeable shall have the same Specified Denomination as the lowest Specified
Denomination of Exchangeable Bearer Notes.
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This Note may be a Fixed Rate Note, a Floating Rate Note, a Zero Coupon Note, an
Index Linked Interest Note or a combination of any of the foregoing, depending upon the
Interest Basis shown in the applicable Final Terms.

This Note may be an Index Linked Redemption Note, an Instalment Note, a Dual
Currency Note, a Partly Paid Note or a combination of any of the foregoing, depending
upon the Redemption/Payment Basis shown in the applicable Final Terms.

Definitive Bearer Notes are issued with Coupons attached, unless they are Zero Coupon
Notes in which case references to Coupons and Couponholders in these Terms and
Conditions are not applicable.

Subject as set out below, title to the Bearer Notes, Receipts and Coupons will pass by
delivery and title to the Registered Notes will pass upon registration of transfers in
accordance with the provisions of the Paying Agency Agreement. The Issuer, the
Guarantors, the Trustee and any Agent may deem and treat the bearer of any Bearer
Note or Registered Note as the absolute owner thereof free of any equity, set-off or
counterclaim on the part of the Issuer against the original or any intermediate holder of
such Bearer Note or Registered Note (whether or not such Bearer Note or Registered
Note shall be overdue and notwithstanding any notation of ownership or writing thereon
or notice of any previous loss or theft thereof) for all purposes but, in the case of any
Global Note, without prejudice to the provisions set out in the next succeeding
paragraph.

For so long as any of the Notes is represented by a Bearer Global Note held on behalf
of Euroclear Bank S.A./N.V. as operator of the Euroclear System ("Euroclear") and/or
Clearstream Banking, société anonyme ("Clearstream, Luxembourg"), each person
(other than Euroclear or Clearstream, Luxembourg) who is for the time being shown in
the records of Euroclear or of Clearstream, Luxembourg as the holder of a particular
nominal amount of such Notes (in which regard any certificate or other document issued
by Euroclear or Clearstream, Luxembourg as to the nominal amount of such Notes
standing to the account of any person shall be conclusive and binding for all purposes
save in the case of manifest error) shall be treated by the Issuer, the Guarantors, the
Trustee and the Agents as the holder of such nominal amount of such Notes for all
purposes other than with respect to the payment of principal or interest on such nominal
amount of such Notes, for which purpose the bearer of the relevant Bearer Global Note
or, as the case may be, the registered holder of the Registered Global Note shall be
treated by the Issuer, the Guarantors, the Trustee and any Agent as the holder of such
nominal amount of such Notes in accordance with and subject to the terms of the
relevant Global Note and the expressions "Noteholder" and "holder of Notes" and
related expressions shall be construed accordingly.

Notes which are represented by a Global Note will be transferable only in accordance
with the rules and procedures for the time being of Euroclear and Clearstream,
Luxembourg, as the case may be. References to Euroclear and/or Clearstream,
Luxembourg shall, whenever the context so permits, be deemed to include a reference
to any additional or alternative clearing system approved by the Issuer, the Guarantors,
the Principal Paying Agent and the Trustee (whether specified in the applicable Pricing
Supplement or otherwise).

4, Transfers of Registered Notes and Exchanges of Exchangeable Bearer Notes

€)) Transfers of interests in Registered Global Notes: Transfers of beneficial interests in
Registered Global Notes will be effected by Euroclear or Clearstream, Luxembourg, as
the case may be, and, in turn, by other participants and, if appropriate, indirect
participants in such clearing systems acting on behalf of beneficial transferors and
transferees of such interests. A beneficial interest in a Registered Global Note will,
subject to compliance with all applicable legal and regulatory restrictions, be
transferable for Notes in definitive form or for a beneficial interest in another Registered
Global Note only in the authorised denominations set out in the applicable Pricing
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Supplement and only in accordance with the rules and operating procedures for the time
being of Euroclear or Clearstream, Luxembourg, as the case may be and in accordance
with the terms and conditions specified in the Paying Agency Agreement.

(b) Transfers of Registered Notes in definitive form: A Registered Note in definitive form
may, upon the terms and subject to the conditions set forth in the Trust Deed, be
transferred in whole or in part (in the authorised denominations set out in the applicable
Final Terms). In order to effect any such transfer (i) the holder or holders must (a)
surrender the Registered Note for registration of the transfer of the Registered Note (or
the relevant part of the Registered Note) at the specified office of the Registrar or any
Transfer Agent, with the form of transfer thereon duly executed by the holder or holders
thereof or his or their attorney or attorneys duly authorised in writing and (b) complete
and deposit such other certifications as may be required by the Registrar or, as the case
may be, the relevant Transfer Agent and (ii) the Registrar or, as the case may be, the
relevant Transfer Agent must, after due and careful enquiry, be satisfied with the
documents of title and the identity of the person making the request. Any such transfer
will be subject to such reasonable regulations as the Issuer and the Registrar may from
time to time prescribe. Subject as provided above, the Registrar or, as the case may be,
the relevant Transfer Agent will, within three business days (being for this purpose a day
on which banks are open for business in the city where the specified office of the
Registrar or, as the case may be, the relevant Transfer Agent is located) of the request
(or such longer period as may be required to comply with any applicable fiscal or other
laws or regulations) authenticate and deliver, or procure the authentication and delivery
of, at its specified office to the transferee or (at the risk of the transferee) send by
uninsured mail to such address as the transferee may request, a new Registered Note
in definitive form of a like aggregate nominal amount to the Registered Note (or the
relevant part of the Registered Note) transferred. In the case of the transfer of part only
of a Registered Note in definitive form, a new Registered Note in definitive form in
respect of the balance of the Registered Note not transferred will be so authenticated
and delivered or (at the risk of the transferor) sent to the transferor.

(©) Exchange of Exchangeable Bearer Notes for Registered Notes: Subject to the
provisions of this Condition 4(c), at the option of the holder thereof, upon presentation to
the Transfer Agent of a duly completed and signed request for exchange (in the form for
the time being obtainable from the specified office of the Transfer Agent (an "Exchange
Notice")) together with the relevant Exchangeable Bearer Note(s) and payment of any
sum in respect of any such stamp duty, tax or other governmental charge as is referred
to, and subject as otherwise provided, in Condition 4(c), and subject to the terms of the
Paying Agency Agreement, Exchangeable Bearer Notes are exchangeable in whole but
not in part for the same aggregate principal amount of Registered Notes, provided that
all unmatured Coupons (which expression, for the avoidance of doubt, shall include
Coupons falling to be issued on exchange of matured Talons) relating thereto are
attached thereto or are surrendered therewith. Exchange Notices may not be presented
during the period commencing on the fifth Business Day (as defined in Condition 2) in
London prior to the Record Date (as defined in Condition 2) in respect of any Interest
Payment Date (as defined in Condition 2) and ending on such Interest Payment Date
(both inclusive). Interest on the Registered Notes issued on exchange will accrue, and
interest on the corresponding Exchangeable Bearer Notes presented for exchange will
cease to accrue, as from the Interest Payment Date immediately preceding the date of
presentation or, if none, as from the Interest Commencement Date. Exchange Notices
may only be presented, and Exchangeable Bearer Notes may only be presented for
exchange for Registered Notes, at the specified office of the Transfer Agent. The
Registrar will, within seven Business Days in London of the date of presentation to the
Transfer Agent of any Exchange Notice together with the relevant Exchangeable Bearer
Note(s) and unmatured Coupons and any requisite payment as aforesaid, deliver at its
specified office to the Noteholder or (at the risk and, if mailed at the request of the
Noteholder otherwise than by ordinary uninsured mail, at the expense of the Noteholder)
send by mail to such address, other than an address in the United States, as may be
specified by the Noteholder in the Exchange Notice a Registered Note with the same
aggregate principal amount as that of the Exchangeable Bearer Note(s) exchanged.
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Bearer Notes which are not Exchangeable Bearer Notes may not be exchanged for
Registered Notes.

(d) Costs of registration: Noteholders will not be required to bear the costs and expenses of
effecting any registration of transfer as provided above, except for any costs or
expenses of delivery other than by regular uninsured mail and except that the Issuer
may require the payment of a sum sufficient to cover any stamp duty, tax or other
governmental charge that may be imposed in relation to the registration.

(e) Closed Periods: The Issuer shall not be required:

0] in the event of a partial redemption of Notes under Condition 11(d):

(A)  toregister the transfer of Registered Notes (or parts of Registered Notes)
or to exchange Exchangeable Bearer Notes for Registered Notes during
the period beginning on the 65th day before the date of the partial
redemption and ending on the day on which notice is given specifying
the serial numbers of Notes called (in whole or in part) for redemption
(both inclusive); or

(B) to register the transfer of any Registered Note, or part of a Registered
Note, called for redemption; or

© to exchange any Exchangeable Bearer Note called for redemption;
except that an Exchangeable Bearer Note called for redemption may be
exchanged for a Registered Note which is simultaneously surrendered
not later than the relevant Record Date; or

(ii) to register the transfer of Registered Notes (or parts of Registered Notes) or to
exchange Exchangeable Bearer Notes for Registered Notes (A) during the
period of 10 Business Days in London immediately prior to any Record Date in
respect of that Note or (B) during the period commencing on the Record Date in
respect of the final Interest Payment Date in respect of that Note and ending on
such Interest Payment Date.

5. Status and Guarantee

€) Status of the Notes: The Notes constitute direct and unconditional obligations of the
Issuer which will at all times rank pari passu among themselves and at least pari passu
with all other present and future unsecured obligations of the Issuer, save for such
obligations as may be preferred by provisions of law that are both mandatory and of
general application.

(b) Guarantee of the Notes: The Guarantors have in the Trust Deed unconditionally and
irrevocably guaranteed the due and punctual payment of all sums expressed to be
payable by the Issuer under the Trust Deed in respect of the Notes, Receipts or
Coupons. This Guarantee of the Notes constitutes direct and unconditional obligations
of each Guarantor which will at all times rank at least pari passu with all other present
and future unsecured obligations of the Guarantor, save for such obligations as may be
preferred by provisions of law that are both mandatory and of general application.

6. Negative Pledge

(a) Save as provided herein and in paragraph (b) below, so long as any of the Notes remain
outstanding (as defined in the Trust Deed) the Issuer and the Guarantors will not create
or permit to exist any Security Interest over any of their respective Assets to secure any
indebtedness or liabilities (direct or contingent) for Borrowed Moneys Indebtedness
unless the Issuer or the relevant Guarantor, as the case may be, shall simultaneously
with or prior to the creation of such Security Interest, take or procure to be taken any

2310884 v8 30 August 2011



and all action necessary to procure that the benefit of the Security Interest is extended
equally and rateably to the Notes, provided that this covenant shall not apply to, and
accordingly the Issuer and any of the Guarantors shall be at liberty to create or permit to
exist without breach hereof, any Security Interest:

0] arising by operation of law or statute in the ordinary course of business, or
securing taxes or other governmental or regulatory levies, duties or imposts, or
any Security Interest in the nature of a contractor's, supplier's or vendor's lien, so
long as (in each of the foregoing cases) the payment of the money secured
thereby is not in default or the liability therefor of the Issuer or the relevant
Guarantor is being contested by appropriate proceedings; or

(i) created over any Asset acquired, constructed, repaired, maintained or improved,
for the sole purpose of financing or refinancing the cost of such acquisition,
construction, repair, maintenance or improvement, or over the land upon which
such Asset is situated, provided that any Security Interest created pursuant to
this paragraph:

(A) secures no more than the fair value of the Asset (as acquired,
constructed, maintained or improved) as at the time such Security
Interest is created; and

(B) does not secure Borrowed Money Indebtedness owed to Crown Fibre
Holdings Limited; or

(iii) over any Assets of the Subsidiary which becomes a Guaranteeing Subsidiary
after the date of the Trust Deed, which existed, or which such Subsidiary was
contractually bound to enter into, at the date it became a Guaranteeing
Subsidiary and which was not created in anticipation of such Subsidiary
becoming a Guaranteeing Subsidiary; or

(iv) over any Assets acquired by the Issuer or the relevant Guarantor after the date
of the Trust Deed, which existed at the date of, and was not created in
anticipation of, the acquisition thereof by the Issuer or the relevant Guarantor
concerned; or

(v) created or permitted to exist over the whole or any part of its right, title or interest
(whether by way of shareholding, partnership share or otherwise) in, or in the
Assets of, any joint venture, partnership or similar venture (whether or not
incorporated) the sole purpose of which is the development or exploitation of a
project (a "Project Venture"), to secure Borrowed Moneys Indebtedness incurred
by the Issuer or the relevant Guarantor in connection with its interest in such
Project Venture and created or permitted to exist only in favour of a participant
or participants therein, provided no such participant is Crown Fibre Holdings
Limited; or

(vi) over Assets of the Issuer or the relevant Guarantor comprising cash, deposits,
financial instruments or other monetary Assets, where such Security Interest
does not extend to other Assets of the Issuer or the relevant Guarantor and is
created to secure new borrowings or indebtedness undertaken or incurred to
raise or acquire such cash, deposits, instruments or other monetary Assets and
the giving of such Security Interest is consistent with ordinary banking or
business principles or practices then current and applicable in the relevant
market and/or jurisdiction in relation to indebtedness of that nature; or

(vii) created in substitution for any Security Interest otherwise permitted hereunder;
or

(viii)  in favour of the Issuer or the relevant Guarantor provided that the Issuer or the
relevant Guarantor, as the case may be, in whose favour it is created retains at
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all times the sole beneficial ownership of and all rights, powers and benefits in
relation to such Security Interest; or

(ix) created with the prior written consent of the Trustee after, if the Trustee so
requires, approval by an Extraordinary Resolution (as defined in the Trust Deed)
of the Noteholders.

(b) Notwithstanding the provisions of paragraph (a) above, the Issuer/Guarantor(s) may, in
addition to and separately from the Security Interests permitted under paragraph (a)
above, create or permit to exist any Security Interest of any nature over any of its or
their Assets to secure any Borrowed Moneys Indebtedness if and to the extent that the
aggregate principal amount of the Borrowed Moneys Indebtedness so secured by all
such Security Interests created or permitted to subsist by this paragraph (b) (but other
than any Security Interests attaching only to Assets which are not included in the Total
Tangible Assets of the Group) does not exceed five per cent of the Total Tangible
Assets of the Group.

7. Fixed Rate Note Provisions

€) Application: This Condition 7 (Fixed Rate Note Provisions) is applicable to the Notes
only if the Fixed Rate Note Provisions are specified in the relevant Final Terms as being
applicable.

(b) Accrual of interest: The Notes bear interest from the Interest Commencement Date at
the Initial Rate of Interest payable in arrear on each Interest Payment Date, subject as
provided in Condition 12 (Payments). Each Note will cease to bear interest from the due
date for final redemption unless, payment of the Redemption Amount is improperly
withheld or refused, in which case it will continue to bear interest in accordance with this
Condition 7 (as well after as before judgment) until whichever is the earlier of (i) the day
on which all sums due in respect of such Note up to that day are received by or on
behalf of the relevant Noteholder and (ii) the day which is seven days after the Principal
Paying Agent or the Trustee has notified the Noteholders that it has received all sums
due in respect of the Notes up to such seventh day (except to the extent that there is
any subsequent default in payment).

(©) Fixed Coupon Amount: The amount of interest payable in respect of each Note for any
Interest Period shall be the relevant Fixed Coupon Amount and, if the Notes are in more
than one Specified Denomination, shall be the relevant Fixed Coupon Amount in respect
of the relevant Specified Denomination.

(d) Calculation of interest amount: The amount of interest payable in respect of each Note
for any period for which a Fixed Coupon Amount is not specified shall be calculated by
applying the Rate of Interest to the Calculation Amount, multiplying the product by the
relevant Day Count Fraction, rounding the resulting figure to the nearest sub-unit of the
Specified Currency (half a sub-unit being rounded upwards) and multiplying such
rounded figure by a fraction equal to the Specified Denomination of such Note divided
by the Calculation Amount. For this purpose a "sub-unit" means, in the case of any
currency other than euro, the lowest amount of such currency that is available as legal
tender in the country of such currency and, in the case of euro, means one cent.

(e) Step-up rate of interest: If this Condition 7(e) is specified as applicable in the applicable
Final Terms, the Rate of Interest will be the Initial Rate of Interest specified in the
applicable Final Terms. The Initial Rate of Interest shall be subject to adjustment (each
such adjustment, a "Rate Adjustment") in the event of a Step-up Rating Change (if any)
or a subsequent Step-down Rating Change (if any), as the case may be, in accordance
with the following provisions. Any Rate Adjustment shall apply in respect of the Interest
Period commencing on the Interest Payment Date falling on or immediately following the
date of the relevant Step-up Rating Change or Step-down Rating Change, as the case
may be, until either a further Rate Adjustment becomes effective or the date of
redemption, as the case may be.
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For any Interest Period commencing on or after the first Interest Payment Date
immediately following the date of a Step-up Rating Change, if any, the Rate of Interest
shall be increased by the Ratings Downgrade Step-up Margin specified in the applicable
Final Terms.

In the event that a Step-down Rating Change occurs after the date of a Step-up Rating
Change (or on the same date but subsequent thereto), then for any Interest Period
commencing on the first Interest Payment Date following the date of such Step-down
Rating Change, the Rate of Interest shall be the Initial Rate of Interest.

The Issuer shall use all reasonable efforts to maintain credit ratings for Notes issued, or
to be issued, by it from both Rating Agencies (as defined below). In the event that either
Rating Agency fails to or ceases to assign a rating to Notes issued, or to be issued, by
the Issuer, the Issuer shall use all reasonable efforts to obtain a rating of Notes issued,
or to be issued, by it from a Substitute Rating Agency (as defined below), and
references in this Condition 7(e) to Moody's or Standard & Poor's (each as defined
below), as the case may be, or the ratings thereof, shall be to such Substitute Rating
Agency or, as the case may be, the equivalent ratings thereof. In the event that such a
rating is not obtained from a Substitute Rating Agency, then, for the purposes of the
foregoing adjustments to the Rate of Interest, the ratings assigned by the remaining
Rating Agency shall be deemed also to be the ratings assigned by the other Rating
Agency.

In the event that both Rating Agencies fail to or cease to assign a rating to Notes issued,
or to be issued, by the Issuer and the Issuer fails to obtain a rating of Notes issued, or to
be issued, by it from a Substitute Rating Agency, a Step-up Rating Change will be
deemed to have occurred on the date of such failure but not otherwise. If a rating of
Notes issued, or to be issued, by the Issuer is subsequently assigned by one or more
Rating Agencies or a Substitute Rating Agency, then if such rating (or ratings if more
than one) is at least Baa3, in the case of Moody's, or at least BBB-, in the case of
Standard & Poor's, or the equivalent ratings in the case of a Substitute Rating Agency, a
Step-down Rating Change will be deemed to have occurred on the date of such
assignment.

The Rate of Interest will only be subject to adjustment due to a Step-up Rating Change
or a deemed Step-up Rating Change as provided above upon the first occurrence on or
after the Interest Commencement Date of a Step-up Rating Change and may occur only
once. An adjustment to the Rate of Interest following the occurrence of a Step-down
Rating Change or a deemed Step-down Rating Change as provided above may only
occur once and, in any event, only after the occurrence of the Step-up Rating Change.

The Issuer shall cause each Rating Change (if any) and the applicable Rate of Interest
to be natified to the Principal Paying Agent, the Trustee, any stock exchange on which
the relevant Notes are for the time being listed and the Noteholders (in accordance with
Condition 20) as soon as practicable after such Rating Change.

In this Condition:

"Rating Agencies" means Moody's Investor Service Limited ("Moody's") and Standard
& Poor's Rating Services, a division of the McGraw-Hill Companies, Inc. ("Standard &
Poor's"), any of their successors and any Substitute Rating Agency;

"Rating Change" means a Step-up Rating Change and/or a Step-down Rating Change;

"Step-down Rating Change" means, subject as provided above in relation to a deemed
Step-down Rating Change, the first public announcement after a Step-up Rating
Change by both Rating Agencies of an increase in, or confirmation of, the rating of
Notes issued, or to be issued, by the Issuer to at least Baa3, in the case of Moody's, and
to at least BBB-, in the case of Standard & Poor's. For the avoidance of doubt, any
further increases in the credit rating of Notes issued, or to be issued, by the Issuer
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above Baag3, in the case of Moody's, or above BBB-, in the case of Standard & Poor's,
shall not constitute a Step-down Rating Change;

"Step-up Rating Change" means, subject as provided above in relation to a deemed
Step-up Rating Change, the first public announcement by either or both Rating
Agencies of a decrease in the rating of Notes issued, or to be issued, by the Issuer to
below Baa3, in the case of Moody's, or below BBB-, in the case of Standard & Poor's.
For the avoidance of doubt, any further decrease in the credit rating of Notes issued, or
to be issued, by the Issuer below Baa3, in the case of Moody's, or below BBB-, in the
case of Standard & Poor's, shall not constitute a Step-up Rating Change;

"Substitute Rating Agency" means a rating agency of equivalent international standing
by the Issuer;

0] Minimum Volume/Coupon Step-up: If this Condition 7(f) is specified as applicable in the
applicable Final Terms the Rate of Interest applicable to the Notes shall be subject to
adjustment in accordance with the applicable Final Terms.

8. Floating Rate Note and Index-Linked Interest Note Provisions

(a) Application: This Condition 8 (Floating Rate Note and Index-Linked Interest Note
Provisions) is applicable to the Notes only if the Floating Rate Note Provisions or the
Index-Linked Interest Note Provisions are specified in the relevant Final Terms as being
applicable.

(b) Accrual of interest: The Notes bear interest from the Interest Commencement Date at
the Initial Rate of Interest payable in arrear on each Interest Payment Date, subject as
provided in Condition 12 (Payments). Each Note will cease to bear interest from the due
date for final redemption unless payment of the Redemption Amount is improperly
withheld or refused, in which case it will continue to bear interest in accordance with this
Condition 8 (as well after as before judgment) until whichever is the earlier of (i) the day
on which all sums due in respect of such Note up to that day are received by or on
behalf of the relevant Noteholder and (ii) the day which is seven days after the Principal
Paying Agent has natified the Noteholders that it has received all sums due in respect of
the Notes up to such seventh day (except to the extent that there is any subsequent
default in payment).

() Screen Rate Determination: If Screen Rate Determination is specified in the relevant
Final Terms as the manner in which the Rate(s) of Interest is/are to be determined, the
Rate of Interest applicable to the Notes for each Interest Period will be determined by
the Calculation Agent on the following basis:

0] if the Reference Rate is a composite quotation or customarily supplied by one
entity, the Calculation Agent will determine the Reference Rate which appears
on the Relevant Screen Page as of the Relevant Time on the relevant Interest
Determination Date;

(i) in any other case, the Calculation Agent will determine the arithmetic mean of
the Reference Rates which appear on the Relevant Screen Page as of the
Relevant Time on the relevant Interest Determination Date;

(iii) if, in the case of (i) above, such rate does not appear on that page or, in the
case of (ii) above, fewer than two such rates appear on that page or if, in either
case, the Relevant Screen Page is unavailable, the Calculation Agent will:

(A) request the principal Relevant Financial Centre office of each of the
Reference Banks to provide a quotation of the Reference Rate at
approximately the Relevant Time on the Interest Determination Date to
prime banks in the Relevant Financial Centre interbank market in an
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amount that is representative for a single transaction in that market at
that time; and

(B) determine the arithmetic mean of such quotations; and

(iv) if fewer than two such quotations are provided as requested, the Calculation
Agent will determine the arithmetic mean of the rates (being the nearest to the
Reference Rate, as determined by the Calculation Agent) quoted by major
banks in the Principal Financial Centre of the Specified Currency, selected by
the Calculation Agent, at approximately 11.00 a.m. (local time in the Principal
Financial Centre of the Specified Currency) on the first day of the relevant
Interest Period for loans in the Specified Currency to leading European banks for
a period equal to the relevant Interest Period and in an amount that is
representative for a single transaction in that market at that time,

and the Rate of Interest for such Interest Period shall be the sum of the Margin and the
rate or (as the case may be) the arithmetic mean so determined; provided, however,
that if the Calculation Agent is unable to determine a rate or (as the case may be) an
arithmetic mean in accordance with the above provisions in relation to any Interest
Period, the Rate of Interest applicable to the Notes during such Interest Period will be
the sum of the Margin and the rate or (as the case may be) the arithmetic mean last
determined in relation to the Notes in respect of a preceding Interest Period.

(d) ISDA Determination: If ISDA Determination is specified in the relevant Final Terms as
the manner in which the Rate(s) of Interest is/are to be determined, the Rate of Interest
applicable to the Notes for each Interest Period will be the sum of the Margin and the
relevant ISDA Rate where "ISDA Rate" in relation to any Interest Period means a rate
equal to the Floating Rate (as defined in the ISDA Definitions) that would be determined
by the Calculation Agent under an interest rate swap transaction if the Calculation
Agent were acting as Calculation Agent for that interest rate swap transaction under the
terms of an agreement incorporating the ISDA Definitions and under which:

0] the Floating Rate Option (as defined in the ISDA Definitions) is as specified in
the relevant Final Terms;

(i) the Designated Maturity (as defined in the ISDA Definitions) is a period specified
in the relevant Final Terms; and

(iii) the relevant Reset Date (as defined in the ISDA Definitions) is either (A) if the
relevant Floating Rate Option is based on the London inter-bank offered rate
(LIBOR) for a currency, the first day of that Interest Period or (B) in any other
case, as specified in the relevant Final Terms.

(e) Index-Linked Interest: If the Index-Linked Interest Note Provisions are specified in the
relevant Final Terms as being applicable, the Rate(s) of Interest applicable to the Notes
for each Interest Period will be determined in the manner specified in the relevant Final
Terms.

0] Maximum or Minimum Rate of Interest: If any Maximum Rate of Interest or Minimum
Rate of Interest is specified in the relevant Final Terms, then the Rate of Interest shall in
no event be greater than the maximum or be less than the minimum so specified.

(9) Calculation of Interest Amount: The Calculation Agent will, as soon as practicable after
the time at which the Rate of Interest is to be determined in relation to each Interest
Period, calculate the Interest Amount payable in respect of each Note for such Interest
Period. The Interest Amount will be calculated by applying the Rate of Interest for such
Interest Period to the Calculation Amount, multiplying the product by the relevant Day
Count Fraction, rounding the resulting figure to the nearest sub-unit of the Specified
Currency (half a sub-unit being rounded upwards) and multiplying such rounded figure
by a fraction equal to the Specified Denomination of the relevant Note divided by the
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Calculation Amount. For this purpose a "sub-unit" means, in the case of any currency
other than euro, the lowest amount of such currency that is available as legal tender in
the country of such currency and, in the case of euro, means one cent.

(h) Calculation of other amounts: If the relevant Final Terms specifies that any other
amount is to be calculated by the Calculation Agent, the Calculation Agent will, as soon
as practicable after the time or times at which any such amount is to be determined,
calculate the relevant amount. The relevant amount will be calculated by the
Calculation Agent in the manner specified in the relevant Final Terms.

® Publication: The Calculation Agent will cause each Rate of Interest and Interest Amount
determined by it, together with the relevant Interest Payment Date, and any other
amount(s) required to be determined by it together with any relevant payment date(s) to
be notified to the Paying Agents and each competent authority, stock exchange and/or
guotation system (if any) by which the Notes have then been admitted to listing, trading
and/or quotation as soon as practicable after such determination but (in the case of
each Rate of Interest, Interest Amount and Interest Payment Date) in any event not later
than the first day of the relevant Interest Period. Notice thereof shall also promptly be
given to the Noteholders. The Calculation Agent will be entitled to recalculate any
Interest Amount (on the basis of the foregoing provisions) without notice in the event of
an extension or shortening of the relevant Interest Period. If the Calculation Amount is
less than the minimum Specified Denomination the Calculation Agent shall not be
obliged to publish each Interest Amount but instead may publish only the Calculation
Amount and the Interest Amount in respect of a Note having the minimum Specified
Denomination.

)] Notifications etc: All notifications, opinions, determinations, certificates, calculations,
guotations and decisions given, expressed, made or obtained for the purposes of this
Condition by the Calculation Agent will (in the absence of manifest error) be binding on
the Issuer, the Guarantors, the Paying Agents, the Noteholders and the Couponholders
and (subject as aforesaid) no liability to any such Person will attach to the Calculation
Agent in connection with the exercise or non-exercise by it of its powers, duties and
discretions for such purposes.

9. Zero Coupon Note Provisions

(@ Application: This Condition 9 (Zero Coupon Note Provisions) is applicable to the Notes
only if the Zero Coupon Note Provisions are specified in the relevant Final Terms as
being applicable.

(b) Late payment on Zero Coupon Notes: If the Redemption Amount payable in respect of
any Zero Coupon Note is improperly withheld or refused, the Redemption Amount shall
thereafter be an amount equal to the sum of:

0] the Reference Price; and

(i) the product of the Accrual Yield (compounded annually) being applied to the
Reference Price on the basis of the relevant Day Count Fraction from (and
including) the Issue Date to (but excluding) whichever is the earlier of (i) the day
on which all sums due in respect of such Note up to that day are received by or
on behalf of the relevant Noteholder and (ii) the day which is seven days after
the Principal Paying Agent has notified the Noteholders that it has received all
sums due in respect of the Notes up to such seventh day (except to the extent
that there is any subsequent default in payment).

10. Dual Currency Note Provisions
(a) Application: This Condition 10 (Dual Currency Note Provisions) is applicable to the

Notes only if the Dual Currency Note Provisions are specified in the relevant Final
Terms as being applicable.
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(b) Rate of Interest: If the rate or amount of interest falls to be determined by reference to
an exchange rate, the rate or amount of interest payable shall be determined in the
manner specified in the relevant Final Terms.

11. Redemption and Purchase

(@ Scheduled redemption: Unless previously redeemed, or purchased and cancelled, the
Notes will be redeemed at their Final Redemption Amount on the Maturity Date, subject
as provided in Condition 12 (Payments).

(b) Redemption for tax reasons: The Notes may be redeemed at the option of the Issuer in
whole, but not in part:

0] at any time (if neither the Floating Rate Note Provisions or the Index-Linked
Interest Note Provisions are specified in the relevant Final Terms as being
applicable); or

0] on any Interest Payment Date (if the Floating Rate Note Provisions or the Index-
Linked Interest Note Provisions are specified in the relevant Final Terms as
being applicable),

on giving not less than 30 nor more than 60 days' notice to the Noteholders (which
notice shall be irrevocable), at their Early Redemption Amount (Tax), together with
interest accrued (if any) to the date fixed for redemption, if, immediately before giving
such notice, the Issuer satisfies the Trustee that:

(A) (1) the Issuer has or will become obliged to pay additional amounts as provided
or referred to in Condition 13 (Taxation) as a result of any change in, or
amendment to, the laws or regulations of New Zealand or any political
subdivision or any authority thereof or therein having power to tax (including,
without limitation, any increase in the rate of Approved Issuer Levy payable
pursuant to the Stamp and Cheque Duties Act 1971 (NZ)), or any change in the
application or official interpretation of such laws or regulations (including a
holding by a court of competent jurisdiction), which change or amendment
becomes effective on or after the date of issue of the first Tranche of the Notes;
and (2) such obligation cannot be avoided by the Issuer taking reasonable
measures available to it (but not including paying the increased amount of
Approved Issuer Levy); or

(B) (1) a Guarantor has or (if a demand was made under the Guarantee of the
Notes) would become obliged to pay additional amounts as provided or referred
to in Condition 13 (Taxation) as a result of any change in, or amendment to, the
laws or regulations of New Zealand or any political subdivision or any authority
thereof or therein having power to tax (including, without limitation, any increase
in the rate of Approved Issuer Levy payable pursuant to the Stamp and Cheque
Duties Act 1971 (NZ)), or any change in the application or official interpretation
of such laws or regulations (including a holding by a court of competent
jurisdiction), which change or amendment becomes effective on or after the date
of issue of the first Tranche of the Notes and (2) such obligation cannot be
avoided by the Guarantor taking reasonable measures available to it (but not
including paying the increased amount of Approved Issuer Levy),

provided, however, that no such notice of redemption shall be given earlier
than:

(1) where the Notes may be redeemed at any time, 90 days prior to the
earliest date on which the Issuer or the relevant Guarantor would be
obliged to pay such additional amounts if a payment in respect of the
Notes were then due or (as the case may be) a demand under the
Guarantee of the Notes were then made; or
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(2) where the Notes may be redeemed only on an Interest Payment Date,
60 days prior to the Interest Payment Date occurring immediately before
the earliest date on which the Issuer or the relevant Guarantor would be
obliged to pay such additional amounts if a payment in respect of the
Notes were then due or (as the case may be) a demand under the
Guarantee of the Notes were then made.

Prior to the publication of any notice of redemption pursuant to this paragraph,
the Issuer shall deliver or procure that there is delivered to the Trustee a
certificate signed by two directors of the Issuer stating that the Issuer is entitled
to effect such redemption and setting forth a statement of facts showing that the
conditions precedent to the right of the Issuer so to redeem have occurred. The
Trustee shall be entitled to accept such certificate as sufficient evidence of the
satisfaction of the circumstances set out above, in which event it shall be
conclusive and binding on the Noteholders. Upon the expiry of any such notice
as is referred to in this Condition 11(b), the Issuer shall be bound to redeem the
Notes in accordance with this Condition 11.

(©) Redemption at the option of the Issuer: If the Call Option is specified in the relevant
Final Terms as being applicable, the Notes may be redeemed at the option of the Issuer
in whole or, if so specified in the relevant Final Terms, in part on any Optional
Redemption Date (Call) at the relevant Optional Redemption Amount (Call) on the
Issuer's giving not less than 30 nor more than 60 days' notice to the Noteholders (which
notice shall be irrevocable and shall oblige the Issuer to redeem the Notes or, as the
case may be, the Notes specified in such notice on the relevant Optional Redemption
Date (Call) at the Optional Redemption Amount (Call) plus accrued interest (if any) to
such date).

(d) Partial redemption: If the Notes are to be redeemed in part only on any date in
accordance with Condition 11(c) (Redemption at the option of the Issuer), in the case of
Bearer Notes the Notes to be redeemed shall be selected by the drawing of lots in such
place as the Principal Paying Agent approves and in such manner as the Principal
Paying Agent considers appropriate, subject to compliance with applicable law, the rules
of each competent authority, stock exchange and/or quotation system (if any) by which
the Notes have then been admitted to listing, trading and/or quotation and the notice to
Noteholders referred to in Condition 11(c) (Redemption at the option of the Issuer) shall
specify the serial numbers of the Notes so to be redeemed, and, in the case of
Registered Notes, each shall be redeemed in part in the proportion which the aggregate
principal amount of the outstanding Notes to be redeemed on the relevant Optional
Redemption Date (Call) bears to the aggregate principal amount of outstanding Notes
on such date. If any Maximum Redemption Amount or Minimum Redemption Amount is
specified in the relevant Final Terms, then the Optional Redemption Amount (Call) shall
in no event be greater than the maximum or be less than the minimum so specified.

(e) Redemption at the option of Noteholders: If the Put Option is specified in the relevant
Final Terms as being applicable, the Issuer shall, at the option of the holder of any Note
redeem such Note on the Optional Redemption Date (Put) specified in the relevant Put
Option Notice at the relevant Optional Redemption Amount (Put) together with interest
(if any) accrued to such date. In order to exercise the option contained in this Condition
11(e), the holder of a Note must, not less than 30 nor more than 60 days before the
relevant Optional Redemption Date (Put), deposit a duly completed Put Option Notice in
the form obtainable from the Paying Agent and, in the case of a Put Option Notice
relating to Definitive Notes, such Definitive Notes with any Paying Agent. The Paying
Agent with which a Note is so deposited shall deliver a duly completed Put Option
Receipt to the depositing Noteholder. No Note, once deposited with a duly completed
Put Option Notice in accordance with this Condition 11(e), may be withdrawn; provided,
however, that if, prior to the relevant Optional Redemption Date (Put), any such Note
becomes immediately due and payable or, upon due presentation of such Definitive
Note, the payment of such redemption moneys is improperly withheld or refused, the
relevant Paying Agent shall mail notification thereof to the depositing Noteholder at such
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address as may have been given by such Noteholder in the relevant Put Option Notice
and shall hold such Note at its Specified Office for collection by the depositing
Noteholder against surrender of the relevant Put Option Receipt. For so long as any
outstanding Note is held by a Paying Agent in accordance with this Condition 11(e), the
depositor of such Note and not such Paying Agent shall be deemed to be the holder of
such Note for all purposes.

) No other redemption: The Issuer shall not be entitled to redeem the Notes otherwise
than as provided in paragraphs (a) to (e) above.

(9) Early redemption of Zero Coupon Notes: Unless otherwise specified in the relevant
Final Terms, the Redemption Amount payable on redemption of a Zero Coupon Note at
any time before the Maturity Date shall be an amount equal to the sum of:

@ the Reference Price; and

(i) the product of the Accrual Yield (compounded annually) being applied to the
Reference Price from (and including) the Issue Date to (but excluding) the date
fixed for redemption or (as the case may be) the date upon which the Note
becomes due and payable.

Where such calculation is to be made for a period which is not a whole number of years,
the calculation in respect of the period of less than a full year shall be made on the basis
of such Day Count Fraction as may be specified in the Final Terms for the purposes of
this Condition 11(g) or, if none is so specified, a Day Count Fraction of 30E/360.

(h) Purchase: The Issuer, a Guarantor or any of their respective Subsidiaries may at any
time purchase Notes in the open market or otherwise and at any price, provided that
(in the case of Bearer Notes) all unmatured Coupons are purchased therewith.

0] Cancellation: All Notes so redeemed or purchased by the Issuer, a Guarantor or any of
their respective Subsidiaries and any unmatured Coupons attached to or surrendered
with them shall be cancelled and may not be reissued or resold.

12. Payments
(A) Payments Generally

(@ Payments in New York City: Payments of principal or interest may be made at the
Specified Office of a Paying Agent in New York City if (i) the Issuer has appointed
Paying Agents outside the United States with the reasonable expectation that such
Paying Agents will be able to make payment of the full amount of the interest on the
Notes in the currency in which the payment is due when due, (ii) payment of the full
amount of such interest at the offices of all such Paying Agents is illegal or effectively
precluded by exchange controls or other similar restrictions and (iii) payment is
permitted by applicable United States law.

(b) Payments subject to fiscal laws: All payments in respect of the Notes are subject in all
cases to any applicable fiscal or other laws and regulations in the place of payment, but
without prejudice to the provisions of Condition 13 (Taxation). No commissions or
expenses shall be charged to the Noteholders or Couponholders in respect of such
payments.

(©) Payments on business days: If the due date for payment of any amount in respect of
any Note or Coupon is not a Payment Business Day in the place of presentation, the
holder shall not be entitled to payment in such place of the amount due until the next
succeeding Payment Business Day in such place and shall not be entitled to any further
interest or other payment in respect of any such delay.
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(d) Partial payments: If a Paying Agent makes a partial payment in respect of any Note or
Coupon presented to it for payment, such Paying Agent will endorse thereon or, in the
case of Registered Notes, record upon the Register a statement indicating the amount
and date of such payment.

(B) Payments in respect of Bearer Notes

(@ Principal: Payments of principal shall be made only against presentation and (provided
that payment is made in full) surrender of Bearer Notes at the Specified Office of any
Paying Agent outside the United States by cheque drawn in the currency in which the
payment is due on, or by transfer to an account denominated in that currency (or, if that
currency is euro, any other account to which euro may be credited or transferred) and
maintained by the payee with, a bank in the Principal Financial Centre of that currency.

(b) Interest: Payments of interest shall, subject to paragraph (f) below, be made only
against presentation and (provided that payment is made in full) surrender of the
appropriate Coupons at the Specified Office of any Paying Agent outside the United
States in the manner described in paragraph (a) above.

(c) Deductions for unmatured Coupons: If the relevant Final Terms specifies that the Fixed
Rate Note Provisions are applicable and a Bearer Note is presented without all
unmatured Coupons relating thereto:

0] if the aggregate amount of the missing Coupons is less than or equal to the
amount of principal due for payment, a sum equal to the aggregate amount of
the missing Coupons will be deducted from the amount of principal due for
payment; provided, however, that if the gross amount available for payment is
less than the amount of principal due for payment, the sum deducted will be that
proportion of the aggregate amount of such missing Coupons which the gross
amount actually available for payment bears to the amount of principal due for
payment; and

(i) if the aggregate amount of the missing Coupons is greater than the amount of
principal due for payment:

(A) so many of such missing Coupons shall become void (in inverse order of
maturity) as will result in the aggregate amount of the remainder of such
missing Coupons (the "Relevant Coupons") being equal to the amount
of principal due for payment; provided, however, that where this sub-
paragraph would otherwise require a fraction of a missing Coupon to
become void, such missing Coupon shall become void in its entirety; and

(B) a sum equal to the aggregate amount of the Relevant Coupons (or, if
less, the amount of principal due for payment) will be deducted from the
amount of principal due for payment; provided, however, that, if the
gross amount available for payment is less than the amount of principal
due for payment, the sum deducted will be that proportion of the
aggregate amount of the Relevant Coupons (or, as the case may be, the
amount of principal due for payment) which the gross amount actually
available for payment bears to the amount of principal due for payment.

Each sum of principal so deducted shall be paid in the manner provided in
paragraph (a) above against presentation and (provided that payment is made
in full) surrender of the relevant missing Coupons.

(d) Unmatured Coupons void: If the relevant Final Terms specifies that this
Condition 12(B)(d) is applicable or that the Floating Rate Note Provisions or the Index-
Linked Interest Note Provisions are applicable, on the due date for final redemption of
any Note or early redemption in whole of such Note pursuant to Condition 11(b)
(Redemption for tax reasons), Condition 11(e) (Redemption at the option of
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Noteholders), Condition 11(c) (Redemption at the option of the Issuer) or Condition 14
(Events of Default), all unmatured Coupons relating thereto (whether or not still attached)
shall become void and no payment will be made in respect thereof.

(e) Payments on business days: If the due date for payment of any amount in respect of
any Bearer Note or Coupon is not a Payment Business Day in the place of presentation,
the holder shall not be entitled to payment in such place of the amount due until the next
succeeding Payment Business Day in such place and shall not be entitled to any further
interest or other payment in respect of any such delay.

) Payments other than in respect of matured Coupons: Payments of interest other than in
respect of matured Coupons shall be made only against presentation of the relevant
Bearer Notes at the Specified Office of any Paying Agent outside the United States (or
in New York City if permitted by paragraph (c) above).

(9) Partial payments: If a Paying Agent makes a partial payment in respect of any Bearer
Note or Coupon presented to it for payment, such Paying Agent will endorse thereon a
statement indicating the amount and date of such payment.

(h) Exchange of Talons: On or after the maturity date of the final Coupon which is (or was
at the time of issue) part of a Coupon Sheet relating to the Bearer Notes, the Talon
forming part of such Coupon Sheet may be exchanged at the Specified Office of the
Principal Paying Agent for a further Coupon Sheet (including, if appropriate, a further
Talon but excluding any Coupons in respect of which claims have already become void
pursuant to Condition 15 (Prescription). Upon the due date for redemption of any
Bearer Note, any unexchanged Talon relating to such Note shall become void and no
Coupon will be delivered in respect of such Talon.

(c) Payments in respect of Registered Notes

(a) Principal: Payments of principal (other than instalments of principal prior to the final
instalment) in respect of each Registered Note (whether or not in global form) will be
made against presentation and surrender (or, in the case of part payment of any sum
due, endorsement) of the Registered Note at the Specified Office of the Registrar or any
of the Paying Agents. Such payments will be made by transfer to the Designated
Account (as defined below) of the holder (or the first named of joint holders) of the
Registered Note appearing in the register of holders of the Registered Notes maintained
by the Registrar (the "Register”) at the close of business on the fifteenth day (being for
the purpose of this paragraph (a) a day on which banks are open for business in the city
where the specified office of the Registrar is located) before the relevant due date (the
"Record Date"). Notwithstanding the previous sentence, if (i) a holder does not have a
Designated Account or (ii) the nominal amount of the Notes held by a holder is less than
U.S.$250,000 (or its approximate equivalent in any other Specified Currency), payment
will instead be made by a cheque in the Specified Currency drawn on a Designated
Bank (as defined below). For these purposes, "Designated Account" means the
account (which, in the case of a payment in Japanese Yen to a non-resident of Japan,
shall be a non-resident account) maintained by a holder with a Designated Bank and
identified as such in the Register and "Designated Bank" means (in the case of
payment in a Specified Currency other than euro) a bank in the principal financial centre
of the country of such Specified Currency (which, if the Specified Currency is Australian
dollars or New Zealand dollars, shall be Sydney and Wellington respectively) and (in the
case of a payment in euro) any bank which processes payments in euro.

(b) Interest: Payments of interest and payments of instalments of principal (other than the
final instalment) in respect of each Registered Note (whether or not in global form) will
be made by a cheque in the Specified Currency drawn on a Designated Bank and
mailed by uninsured mail on the business day in the city where the specified office of the
Registrar is located immediately preceding the relevant due date to the holder (or the
first named of joint holders) of the Registered Note appearing in the Register at the
close of business on the fifteenth day (whether or not such fifteenth day is a business
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day) before the Record Date at his address shown in the Register on the Record Date
and at his risk. Upon application of the holder to the specified office of the Registrar not
less than three business days in the city where the specified office of the Registrar is
located before the due date for any payment of interest in respect of a Registered Note,
the payment may be made by transfer on the due date in the manner provided in the
preceding paragraph. Any such application for transfer shall be deemed to relate to all
future payments of interest (other than interest due on redemption) and instalments of
principal (other than the final instalment) in respect of the Registered Notes which
become payable to the holder who has made the initial application until such time as the
Registrar is notified in writing to the contrary by such holder. Payment of the interest due
in respect of each Registered Note on redemption and the final instalment of principal
will be made in the same manner as payment of the principal in respect of such
Registered Note.

13. Taxation

(a) Gross up: All payments of principal and interest in respect of the Notes and the
Coupons by or on behalf of the Issuer or a Guarantor shall be made free and clear of,
and without withholding or deduction for or on account of, any present or future taxes,
duties, assessments or governmental charges of whatever nature imposed, levied,
collected, withheld or assessed by or on behalf of New Zealand or any political
subdivision therein or any authority therein or thereof having power to tax, unless the
withholding or deduction of such taxes, duties, assessments, or governmental charges
is required by law. In that event, the Issuer or (as the case may be) the relevant
Guarantor shall pay such additional amounts as will result in receipt by the Noteholders
and the Couponholders after such withholding or deduction of such amounts as would
have been received by them had no such withholding or deduction been required,
except that no such additional amounts shall be payable in respect of any Note or
Coupon:

0] held by or on behalf of a holder in respect of which the liability to such taxes,
duties, assessments or governmental charges in respect of such Note or
Coupon arises by reason of its having some connection with the jurisdiction by
which such taxes, duties, assessments or charges have been imposed, levied,
collected, withheld or assessed other than the mere holding of the Note or
Coupon; or

(i) presented for payment in New Zealand if such withholding or deduction would
not have been required if the Note or Coupon was presented for payment
outside New Zealand; or

(iii) where such withholding or deduction is for or on account of New Zealand
resident withholding tax; or

(iv) held by or on behalf of a holder which is associated with the Issuer or the
relevant Guarantor for the purposes of the Approved Issuer Levy or non-resident
withholding tax rules in the Income Tax Act 2007 or which holds the Note or
Coupon or derives the interest jointly with a New Zealand resident; or

(v) where such withholding or deduction is imposed on a payment to an individual
and is required to be made pursuant to European Council Directive 2003/48/EC
on the taxation of savings income or any law implementing or complying with, or
introduced in order to conform to, this Directive; or

(vi) by or on behalf of a holder who would have been able to avoid such withholding
or deduction by presenting the relevant Note or Coupon to another Paying Agent
in a Member State of the EU; or

(vii)  where the relevant Note or Coupon is presented for payment more than 30 days
after the Relevant Date except to the extent that the holder of such Note or
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Coupon would have been entitled to such additional amounts on presenting
such Note or Coupon for payment on the last day of such period of 30 days.

(b) Resident Withholding Tax: The Issuer or the Guarantors (as applicable) are required by
law to deduct New Zealand resident withholding tax from the payment of interest to the
holder of any Note on any Interest Payment Date or the Maturity Date, if:

0] the holder is a resident of New Zealand for income tax purposes or the holder is
engaged in business in New Zealand, through a fixed establishment in New
Zealand (a "New Zealand Holder"); and

(i) at the time of such payment the New Zealand Holder does not hold a valid
certificate of exemption for New Zealand resident withholding tax purposes.

Prior to any Interest Payment Date or Maturity Date any New Zealand Holder:

0] must notify the Issuer or the Guarantors (as applicable) or a Paying Agent that
the New Zealand Holder is the holder of a Note; and

(i) must notify the Issuer or the Guarantors (as applicable) or a Paying Agent of any
circumstances, and provide the Issuer or the Guarantors (as applicable) or the
relevant Paying Agent with any information, that may enable the Issuer or the
Guarantors (as applicable) to make the payment of Interest to the New Zealand
Holder without deduction on account of a New Zealand resident withholding tax.

A New Zealand Holder must notify the Issuer and the Guarantors (as applicable), prior
to any Interest Payment Date or the Maturity Date, of any change in the New Zealand
Holder's circumstances from those previously notified that could affect the Issuer's or the
Guarantor's payment or withholding obligations in respect of any Note. By accepting
payment of the full face amount of a Note or any interest thereon on any Interest
Payment Date or Maturity Date, a New Zealand Holder will be deemed to have
indemnified the Issuer or the Guarantors (as applicable) for all purposes in respect of
any liability which the Issuer or the Guarantors (as applicable) may incur for not
deducting any amount from such payment on account of New Zealand resident
withholding tax.

(©) Taxing jurisdiction: If the Issuer or the Guarantor becomes subject at any time to any
taxing jurisdiction other than New Zealand, references in these Conditions to New
Zealand shall be construed as references to New Zealand and/or such other jurisdiction.

14. Events of Default and Enforcement

If any of the following events occurs, then the Trustee at its discretion may and, if so
requested in writing by holders of at least one quarter of the aggregate principal amount
of the outstanding Notes or if so directed by an Extraordinary Resolution, shall (subject
to the Trustee in each case, being indemnified and/or secured and/or prefunded to its
satisfaction having certified in writing that the happening of any of the events described
in paragraphs (c), (d), (f) and (in the case of any event having an analogous effect to
any of the foregoing) (g) below, is in its opinion materially prejudicial to the interests of
the Noteholders) give written notice to the Issuer declaring the Notes to be immediately
due and payable, whereupon they shall become immediately due and payable at their
Early Termination Amount together with accrued interest (if any) without further action or
formality:

(a) default is made in the payment of any principal or interest due in respect of the
Notes or any of them and the default continues for a period of 14 days; or

(b) the Issuer or any Guarantor fails to perform or observe any of its other
obligations under these Conditions or the Trust Deed and (except in any case
where the failure is incapable of remedy when no such continuation or notice as
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is hereinafter mentioned will be required) the failure continues for the period of
30 days next following the service by the Trustee on the Issuer or the relevant
Guarantor (as the case may be) of notice requiring the same to be remedied; or

(©) any Borrowed Moneys Indebtedness of the Issuer or any Guarantor exceeding
NZ$10,000,000 (in aggregate) or its equivalent in any other currency is not
repaid on its original maturity date (or within any applicable grace periods), or
becomes due and payable by reason of default before its original maturity date,
other than where contested in good faith by appropriate proceedings; or

(d) the Issuer or any Guarantor is unable to pay its debts as they fall due,
commences negotiations with any one or more of its creditors with a view to the
readjustment or rescheduling of its indebtedness generally, or makes a general
assignment for the benefit of or an arrangement or composition with or for the
benefit of its creditors; or

(e) any order is made by any competent court or an effective resolution is passed or
legislation is enacted for the liquidation, winding up or dissolution of the Issuer
or any Guarantor, or a statutory manager is appointed in respect of the Issuer or
any Guarantor under the Corporations (Investigations and Management) Act
1989 of New Zealand or any analogous or replacement legislation, or any
analogous proceedings are taken in respect of the Issuer or any Guarantor, or
the Issuer or any Guarantor ceases or threatens in writing to cease to carry on
the whole or substantially the whole of its business, other than for the purposes
of a reconstruction, amalgamation or reorganisation where the Issuer or the
relevant Guarantor, as the case may be, is solvent and which (except in the
case of an amalgamation with, or the distribution of Assets to, another
Guarantor or Guarantors) has been approved by the Trustee; or

) an encumbrancer takes possession or a receiver is appointed of the whole or
any material part of the Assets or undertaking of the Issuer or any Guarantor, or
a distress or execution in an amount exceeding NZ$10,000,000 (or its
equivalent in any other currency) is levied or enforced upon or sued out against
all or any material part of the Assets or undertaking of the Issuer or any
Guarantor, except where the same is discharged or stayed within 30 days of
commencement or is contested by the Issuer or such Guarantor in good faith by
appropriate proceedings; or

(9) any event occurs which under the laws of any relevant jurisdiction has an
analogous effect to any of the events referred to in the foregoing paragraphs.

The Trustee may at any time, at its discretion and without further notice, institute such
proceedings against the Issuer and/or a Guarantor as it may think fit to recover any
amounts due in respect of the Notes which are unpaid or to enforce any of its rights
under this Trust Deed or the Conditions but it shall not be bound to do so unless (i) it
shall have been so directed by an Extraordinary Resolution or so requested in writing by
the holders of at least one-quarter in principal amount of the outstanding Notes, and (ii)
it shall have been indemnified and/or secured and/or prefunded to its satisfaction. No
Noteholder, Receiptholder or Couponholder shall be entitled to proceed directly against
the Issuer or the Guarantors unless the Trustee, having become bound so to proceed,
fails to do so within a reasonable time and such failure is continuing.

15. Prescription

Claims for principal in respect of Bearer Notes shall become void unless the relevant
Bearer Notes are presented for payment within ten years of the appropriate Relevant
Date. Claims for interest (whether in respect of Bearer Notes or Registered Notes) shall
become void unless the relevant Notes, Receipts, or Coupons are presented for
payment within, in the case of Bearer Notes, five years or, in the case of Registered
Notes ten years, of the appropriate Relevant Date.
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16. Replacement of Notes and Coupons

If any Note, Receipt, Coupon or Talon is lost, stolen, mutilated, defaced or destroyed, it
may be replaced at the Specified Office of the Replacement Agent (in the case of
Bearer Notes, Receipts, Talons or Coupons) or the Registrar (in the case of Registered
Notes) (and, in each case, if the Notes are then admitted to listing, trading and/or
guotation by any competent authority, stock exchange and/or quotation system which
requires the appointment of a Paying Agent or Transfer Agent in any particular place,
the Paying Agent or Transfer Agent having its Specified Office in the place required by
such competent authority, stock exchange and/or quotation system), subject to all
applicable laws and competent authority, stock exchange and/or quotation system
requirements, upon payment by the claimant of the expenses incurred in connection
with such replacement and on such terms as to evidence, security, indemnity and
otherwise as the Issuer may reasonably require. Mutilated or defaced Notes, Receipts,
Talons or Coupons must be surrendered before replacements will be issued.

17. Trustee and Agents

Under the Trust Deed, the Trustee is entitled to be indemnified and relieved from
responsibility in certain circumstances and to be paid its costs and expenses in priority
to the claims of the Noteholders. In addition, the Trustee is entitled to enter into
business transactions with the Issuer, a Guarantor and any entity relating to the Issuer
or a Guarantor without accounting for any profit.

In the exercise of its powers and discretions under these Conditions and the Trust Deed,
the Trustee will have regard to the interests of the Noteholders as a class and will not be
responsible for any consequence for individual Holders of Notes as a result of such
Holders being connected in any way with a particular territory or taxing jurisdiction.

In acting under the Paying Agency Agreement and in connection with the Notes and the
Coupons, the Agents act solely as agents of the Issuer and the Guarantors and (to the
extent provided therein) the Trustee and do not assume any obligations towards or
relationship of agency or trust for or with any of the Noteholders or Couponholders.

The initial Paying Agents, Transfer Agents and Registrars and their initial Specified
Offices are listed below. The initial Calculation Agent (if differing from the Calculation
Agent appointed pursuant to clause 13 of the Paying Agency Agreement) is specified in
the relevant Final Terms. The Issuer and the Guarantors (acting together) reserve the
right (with the prior approval of the Trustee) at any time to vary or terminate the
appointment of any Agent and to appoint a successor principal paying agent, other
paying agent, registrar or calculation agent and additional or successor paying agents or
registrars; provided, however, that:

€)) the Issuer and the Guarantors shall at all times maintain a principal paying agent
and a registrar;

(b) the Issuer and the Guarantors shall at all times maintain a paying agent and a
registrar in an EU member state that will not be obliged to withhold or deduct tax
pursuant to European Council Directive 2003/48/EC;

(c) if a Calculation Agent is specified in the relevant Final Terms, the Issuer and the
Guarantors shall at all times maintain a Calculation Agent; and

(d) if and for so long as the Notes are admitted to listing, trading and/or quotation by
any competent authority, stock exchange and/or quotation system which
requires the appointment of a Paying Agent (in the case of Bearer Notes) and a
Transfer Agent (in the case of Registered Notes) in any particular place, the
Issuer and the Guarantors shall maintain a Paying Agent and/or Transfer Agent
having its Specified Office in the place required by such competent authority,
stock exchange and/or quotation system.
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Notice of any change in any of the Agents or in their Specified Offices shall promptly be
given to the Noteholders.

18. Meetings of Noteholders; Modification and Waiver

€) Meetings of Noteholders: The Trust Deed contains provisions for convening meetings
of Noteholders to consider matters relating to the Notes, including the modification of
any provision of these Conditions. Any such modification may be made if sanctioned by
an Extraordinary Resolution. Such a meeting may be convened by the Issuer and the
Guarantors (acting together) or by the Trustee, and shall be convened by the Trustee
subject to its being indemnified and/or secured and/or pre-funded to its satisfaction upon
the request in writing of Noteholders holding not less than one-twentieth of the
aggregate principal amount of the outstanding Notes. The quorum at any Meeting
convened to vote on an Extraordinary Resolution will be two or more Voters holding or
representing one more than half of the aggregate principal amount of the outstanding
Notes or, at any adjourned meeting, two or more Voters being or representing
Noteholders whatever the principal amount of the Notes held or represented; provided,
however, that Reserved Matters may only be sanctioned by an Extraordinary
Resolution passed at a meeting of Noteholders at which two or more Persons holding or
representing not less than two-thirds or, at any adjourned meeting, one-third of the
aggregate principal amount of the outstanding Notes form a quorum. Any Extraordinary
Resolution duly passed at any such meeting shall be binding on all the Noteholders and
Couponholders, whether present or not.

In addition, a resolution in writing signed by or on behalf of all Noteholders who for the
time being are entitled to receive notice of a Meeting of Noteholders under the Trust
Deed will take effect as if it were an Extraordinary Resolution. Such a resolution in
writing may be contained in one document or several documents in the same form, each
signed by or on behalf of one or more Noteholders.

(b) Modification and waiver: The Trustee may, without the consent of the Noteholders,
Receiptholders or Couponholders, concur with the Issuer and the Guarantors in making
any modification of these Conditions, the Paying Agency Agreement, the Notes or the
Trust Deed (other than in respect of Reserved Matters or any provision of the Trust
Deed referred to in such specification) which is, in the opinion of the Trustee, proper to
make if, in the opinion of the Trustee, such modification will not be materially prejudicial
to the interests of Noteholders and to any modification of these Conditions, t