








27 Related party transactions (continued)

All amounts are expressed in K'000 2008 2007

Deposits

Opening balances 20,763 48,650

Net movement (6,140) (27,887)

Closing balance 14,623 20,763

Interest paid 116 107

Loans and advances

Opening balances 21,764 58,691

Loans issued 15,169 3,456

Interest 588 116

Charges 118 412

Loan repayments (8,377) (40,911)

Closing balance 29,262 21,764

Incentive-based transactions are provided for staff.  Such transactions include marginal discounts on rates, and specific fee
concessions.  These incentives are mainly percentage-based on market rates and fees, and as such, staff accounts are always
subject to underlying market trends in interest rates and fees. As at 31 December 2008, staff account balances were as follows:

All amounts are expressed in K'000 2008 2007

Housing loans 9,180 8,629

Other loans 9,497 6,467

18,677 15,096

Cheque accounts 2,249 2,345

Foreign currency accounts 125 14

Savings accounts 2,089 1,902

4,463 4,261
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27 Related party transactions (continued)

Interests Register

The following are interests recorded in the interests register:

Name Nature of Interest

N. N. Beangke Director Credit Corporation (Fiji) Ltd, New Guinea Islands Produce Ltd5, PNG Coffee
Exports Ltd1,5, Credit Corporation (PNG) Ltd3, Boroma Ltd, Bank of South
Pacific Ltd1, General Holdings Ltd5, Credit Corporation (SI) Ltd.

Shareholder Credit Corporation (PNG) Ltd5, New Guinea Islands Produce5, Boroma Ltd,
Credit Corporation (Vanuatu).

T. E. Fox Director Kramer Group Ltd, Kramer  Pacific Ltd5, Teyo No.1 Ltd5, Bank of South Pacific
Ltd2, International Project Management Pty Ltd5, Capital Life Insurance
Company Ltd, PNG Sustainable Infrastructure Ltd.

Shareholder Kramer Pacific Ltd, Teyo No. 1 Ltd, Bank of South Pacific Ltd, International
Project Management Pty Ltd, Citigold Corporation Ltd, Mining Projects
Group, Marengo Gold Limited.

Trustee/Member Institute of National Affairs8, PNG Institute of Directors

G. McIlwain Director Anderson Foodland6, Tower Insurance Ltd, Niugini Islands Produce Co Ltd5,
East New Britain Supermarkets6, Rabtrad Madang Ltd, Balimore No. 21 Ltd5,
Bank of South Pacific Ltd3, Credit Corporation (Fiji) Ltd.

Shareholder Bank of South Pacific Ltd. 

Treasurer Returned Servicemen League (Port Moresby sub-branch).

J. G. Jeffery Director National Superannuation Fund Ltd1,5, Employers Federation of PNG, Bank of
South Pacific Ltd, Jayliss Ltd,  City Pharmacy Ltd.

Shareholder Highlands Pacific Ltd, Oil Search Ltd, Jayliss Ltd1.

V. Reva Director Bank of South Pacific Ltd, Melanesian Trustee Services Ltd, Hatumai Ltd,
PNG Microfinance Ltd, Toyota Tusho Ltd, BOC (PNG) Ltd.

Shareholder Bank South Pacific Ltd, Marengo Mining Ltd, Hatumai Ltd.

G. Aopi Director Oil Search Ltd7, Bank of South Pacific Ltd, Steamships Trading Co Ltd,
POMSoX Ltd, Hirad Ltd, Marsh Ltd, Wahinemo Ltd, National Roads
Authority, FM Morobe Ltd, CDI Foundation, Telikom PNG Ltd1, Kumuls
Hotels Ltd, Independent Public Business Corporation1.

Shareholder Oil Search Ltd7, Lihir Gold Ltd, Hirad Ltd, Wahinemo Ltd, Highlands Pacific
Ltd, Melanesian Trustees (ICPNG), Bank of South Pacific Ltd.

Member Institute of National Affairs, Business Council of PNG, National Events
Council.

I. B. Clyne Director Bank of South Pacific Limited9
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27 Related party transactions (continued)
Interests Register
The following are interests recorded in the interests register:

Name Nature of Interest

Dr. I. Temu Director Bank of South Pacific Ltd, Tipi Enterprise Ltd,  BSP Capital Ltd1.

Shareholder Telstra Ltd.

Employee Barrick Gold Ltd.

Committee member Divine Word University.

Sir N. Bogan Director Bank of South Pacific Ltd, Nambawan Super Ltd1,5, Coprez Communications
Ltd1, Coprez Holdings Ltd, Inventive Nook Ltd, James Cook Ltd, Niugini
Cocoa Factory, In Touch Media Ltd1, Ahi Holdings Ltd.

Shareholder Coprez Holdings Ltd, Inventive Nook Ltd, James Cook Ltd, Niugini Cocoa
Factory, In Touch Media Ltd

Member Evangelical Lutheran Church Finance Committee

C. C. Procter Director Bank of South Pacific Ltd, Sun Hung Kai Ltd, Quality Health Care Asia Ltd

J.K. Natto Director Bank of South Pacific, Petroleum Resources Kutubu Ltd1, Kutubu Security
Services Ltd3, Welgris  Fuel  Distributors Ltd, Hekari Security Services Ltd,
Hekari  Properties Ltd, Namo'aporo Landowners Association Inc1.

Member Australian Institute of Company Directors
1Chairman, 2Deputy Chairman, 3Managing Director, 4Executive Director, 7General Manager,8Councillor,5Company is shareholder of
Bank of South Pacific Limited, or shareholder of company that is shareholder,6Company has commercial banking facilities with
Bank of South Pacific Limited, 9Chief Executive Officer.

28 Directors' and executive remuneration
Directors' remuneration
Directors of the Company received remuneration including benefits during 2008 as detailed below:

All amounts are in K

Meetings
Name of attended/ Appointed/ Base Total remuneration
Directors total held (Resigned) emolument 2008 2007

N. N. Beangke 7/8 100,534 100,534 103,332
T. E. Fox 8/8 98,247 98,247 98,432
Dr. I. Temu 6/8 72,372 72,372 74,283
C. C. Procter 7/8 94,633 94,633 91,033
Sir N. Bogan 6/8 66,072 66,072 63,897
I. B Clyne* 1/8 05/12/08 - - -
G. McIlwain * 7/8 (31/10/08) - - -
J. G. Jeffery 8/8 86,697 86,697 87,295
G. Aopi 6/8 75,522 75,522 74,734
V. Reva 7/8 76,384 76,384 77,320
J. K. Natto 5/8 65,210 65,210 63,035                    

Directors Sir N. Bogan, C.C. Procter and Dr. I. Temu retired by rotation in accordance with Clause 15.3 of the Company's
Constitution and being eligible, offered themselves for re-election by the shareholders on the 23rd May 2008 Annual General
Meeting. They were subsequently re-elected as Directors.

Dr Ila Temu also received an allowance of K46,324 as the Board of Directors chairman of the BSP Capital Limited which forms
part of the Group. V Reva received an allowance of K50,000 per annum for years 2005 to 2008 as the Bank's representative
director on the board of PNG Microfinance Limited which is an associate company.

*Managing Director/Chief Executive Officer receives no fees for his services as Director during the year.
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28 Directors' and executive remuneration (continued)

Executive remuneration

The number of employees or former employees whose income from the Bank was equal to or greater than K100,000 during the
year, are classified in income bands of K10,000 as follows:

Remuneration 2008 2007 Remuneration 2008 2007 Remuneration 2008 2007
K'000 No. No. K'000 No. No. K'000 No. No.

100-110 3 1 310-320 - - 490-500 - -
110-120 5 2 320-330 1 - 500-510 1 -
120-130 2 2 330-340 - 3 510-520 - 1
130-140 2 3 340-350 1 1 530-540 - -
140-150 2 - 350-360 2 1 540-550 - -
150-160 2 - 360-370 1 - 560-570 - -
160-170 3 1 370-380 1 1 570-590 - 1
180-190 - - 380-390 5 2 590-670 - 3
190-200 - - 390-400 1 1 670-700* - 1
210-220 - - 400-410 1 3 750-790 1 -
220-240 - - 410-420 1 2 790-800 - -
240-250 - 1 420-430 3 2 810-830 1 1
250-260 - - 430-440 - 1 830-850 - -
260-269 - - 440-450 - 2 850-860 - -
270-280 - - 450-460 1 - 920-930 1 1
280-290 - - 460-470 1 1 930-1,020 2 -
290-300 - 1 470-480 - - 1,220-1,260 2 1
300-310 - - 480-490 - - 1,540-2,230* 1 1
Total 47 41

Executives' remuneration stated includes exercised options (refer to Note 23).  *This remuneration includes payout from
termination of employment.

The specified executives during the year were:
Ian B Clyne Appointed 05/12/08 Robin Fleming
Garth McIlwain Resigned 31/10/08 Peter Dixon
Johnson Kalo Lew Kenah
Kevin McCarthy Giau Duruba
Aho Baliki

Specified executives remuneration in aggregate (K'000)
Primary Post-employment Other Total

Non- Prescribed Equity Other 
Salary Bonus monetary Super benefits Other options benefits

2008 4,711 1,725 80 301 - - 3,034 526 10,377

2007 4,808 493 80 323 - - 1,143 315 7,162



29 Reconciliation of operating cash flow
Group Bank

All amounts are expressed in K'000 2008 2007 2008 2007

Reconciliation of operating profit/(loss) after tax to
operating cash flow before changes in operating assets
Operating profit/(loss) after tax 228,334 191,072 226,779 192,376

Add: Tax expense 100,464 92,499 100,045 91,230

Operating profit before income tax 328,798 283,571 326,824 283,606

Major non cash amounts
Depreciation 26,493 26,927 26,363 26,879

Amortisation of deferred acquisition and computer 

development costs (696) 715 (696) 715

Net (profit)/loss on sale of fixed assets 6,665 (348) 6,665 (348)

Write off of goodwill - 10,373 - 6,424

Write off of other income (159) - 1,815 -

CDO buy-back provision 50,000 - 50,000 -

Movement in forex income accrual (5,504) (374) (5,504) (374)

Movement in provision for doubtful debts (5,017) (4,517) (4,748) (4,345)

Movement in payroll provisions (615) (2,620) (502) (2,527)

Net effect of other accruals (14,265) (3,380) ( 9,439) (204)

Operating cash flow before changes in operating assets 385,700 310,347 390,778 309,826

30 Earnings per share
Basic earning per share is calculated by dividing the net profit attributable to shareholders by the weighted average number of
ordinary shares in issue during the year.  Bank of South Pacific Limited has no dilutive potential ordinary shares. Consequently, Basic
earnings per share equals diluted earnings per share. During 2008 a 1/10 split was effected.

Net Profit attributable to shareholders (K'000) 228,334 191,072 226,779 192,376

Weighted average number of ordinary shares on issue ('000) 4,559,328 451,624 4,559,328 451,624

Basic and diluted earning /(loss) per share (expressed in toea)     5.0 42.3 4.9   42.6

31 Segment reporting

Business segments

The Bank of South Pacific Limited and the group comprises two segments, this being the provision of banking services and
products and stock broking services. This determination is based on the risks involved with the provision of services and products
and the Bank and group's management reporting system.

Geographical segments

The Bank of South Pacific Limited and the group's business segment operates in Papua New Guinea and has branches in the
countries of Niue, Fiji and the Solomon Islands respectively. All branches' results are not sufficiently material to warrant reporting
by geographical segments. 

32 BSP Branch Nadi, Fiji

In January 2009, the premises occupied by the Nadi branch in Fiji was destroyed by flood waters.  The value of all property
destroyed, including office and IT equipment, furnitures, fixtures and building attachments is estimated at about K1.94 million.  The
branch has continued to operate from another site as a temporary, short term measure whilst prospective permanent branch
locations are being investigated.  The bank intends to retain its presence in the area therefore the re-establishment of the
permanent branch operation will be progressed in 2009.
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The following is a summary of pertinent issues relating to a shareholding in the Company. The Constitution of BSP may be inspected
during normal business at the Registered Office.

Rights attaching to ordinary shares

The rights attaching to shares are set out in Bank of South Pacific Limited's Constitution and in certain circumstances, are regulated by
the Companies Act 1997, the POMSoX Listing Rules and general law. 

There is only one class of share. All shares have equal rights. 

Other rights attached to ordinary shares include:

(a) General meeting and notices 

Each member is entitled to receive notice of, and to attend and vote at, general meetings of BSP and to receive all notices,
accounts and other documents required to be sent to members under BSP's constitution, the Companies Act or the Listing
Rules.

(b) Voting rights

At a general meeting of shareholders every holder of fully paid ordinary shares present in person or by an attorney,
representative or proxy has one vote on a show of hands (unless a member has appointed two proxies) and one vote per
share on a poll.

A person who holds a share which is not fully paid is entitled, on a poll, to a fraction of a vote equal to the proportion which
the amount paid bears to the total issue price of the share.

Where there are two or more joint holders of a share and more than one of them is present at a meeting and tenders a vote
in respect of the share, the Company will count only the vote cast by the member whose name appears first in BSP's register
of members.

(c) Issues of further shares

The Directors may, on behalf of BSP, issue, grant options over or otherwise dispose of unissued shares to any person on the
terms, with the rights, and at the times that the Directors decide.  However, the Directors must act in accordance with the
restrictions imposed by BSP's constitution, the POMSoX Listing Rules, the Companies Act and any rights for the time being
attached to the shares in any special class of those shares.

(d) Variation of rights

Unless otherwise provided by BSP's constitution or by the terms of issue of a class of shares, the rights attached to the shares
in any class of shares may be varied or cancelled only with the written consent of the holders of at least three-quarters of the
issued shares of that class, or by special resolution passed at a separate meeting of the holders of the issued shares of the
affected class.

(e) Transfer of shares

Subject to BSP's constitution, the Companies Act and the POMSoX Listing Rules, ordinary shares are freely transferable.

The shares may be transferred by a proper transfer effected in accordance with the POMSoX Business Rules, by any other
method of transferring or dealing with shares introduced by POMSoX and as otherwise permitted by the Companies Act or
by a written instrument of transfer in any usual form or in any other form approved by either the Directors or POMSoX that is
permitted by the Companies Act.

The Directors may decline to register a transfer of shares (other than a proper transfer in accordance with the POMSoX
Business Rules) where permitted to do so under the POMSoX Listing Rules or the transfer would be in contravention of the
law.  If the Directors decline to register a transfer, BSP must give notice in accordance with the Companies Act and the
POMSoX Listing rules, give the party lodging the transfer written notice of the refusal and the reason for refusal. The Directors
must decline to register a transfer of shares when required by law, by the POMSoX Listing Rules or by the POMSoX Business
Rules.
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(f) Partly paid shares

The Directors may, subject to compliance with BSP's constitution, the Companies Act and the POMSoX Listing Rules, issue
partly paid shares upon which there are outstanding amounts payable.  These shares will have limited rights to vote and to
receive dividends.

(g) Dividends

The Directors may from time to time determine dividends to be distributed to members according to their rights and
interests.  The Directors may fix the time for distribution and the methods of distribution.  Subject to the terms of issue of
shares, each share in a class of shares in respect of which a dividend has been declared will share in the dividend equally.

Each share carries the right to participate in the dividend in the same proportion that the amount for the time being paid on
the share (excluding any amount paid in advance of calls) bears to the total issue price of the share.

Dividend payouts over the last seven years are disclosed in the schedule of Historical Financial Performance elsewhere in this
Annual Report.

(h) Liquidation

Subject to the terms of issue of shares, upon liquidation assets will be distributed such that the amount distributed to a
shareholder in respect of each share is equal.  If there are insufficient assets to repay the paid up capital, the amount
distributed is to be proportional to the amount paid up.

(i) Directors

BSP's constitution states that the minimum number of directors is three and the maximum is ten.  

(j) Appointment of directors

Directors are elected by the shareholders in general meeting for a term of three years.  At each general meeting, one third of
the number of directors (or if that number is not a whole number, the next lowest whole number) retire by rotation.  The
Board has the power to fill casual vacancies on the Board, but a director so appointed must retire at the next annual meeting.

(k) Powers of the Board

Except as otherwise required by the Companies Act, any other law, the POMSoX Listing Rules or BSP's constitution, the
Directors have power to manage the business of BSP and may exercise every right, power or capacity of BSP to the exclusion
of the members.

(l) Share buy backs

Subject to the provisions of the Companies Act and the POMSoX Listing Rules, BSP may buy back shares in itself on terms and
at times determined by the Directors.

(m) Officers' indemnities

BSP, to the extent permitted by law, indemnifies every officer of BSP (and may indemnify any auditor of BSP) against any
liability incurred by the person, in the relevant capacity, to another person unless the liability arises out of conduct involving
lack of good faith.

BSP may also make a payment in relation to legal costs incurred by these persons in defending an action for a liability, or
resisting or responding to actions taken by a government agency or a liquidator.
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Twenty largest registered fully paid ordinary shareholders

At the 31 December 2008, the twenty largest registered fully paid shareholders of the Company were:

Shares Held %

1. Independent Public Business Corporation 1,071,082,400 23.49

2. Motor Vehicles Insurance Limited 530,105,100 11.63

3. Nambawan Super Limited 486,056,265 10.66

4. Petroleum Resources Kutubu Limited 461,538,400 10.12

5. Credit Corporation (PNG) Limited 388,826,572 8.54

6. National Superannuation Fund Limited 323,523,892 7.10

7. PNG Sustainable Development Program Limited 290,994,910 6.38

8. PNG Teachers Savings and Loans Society Limited 182,967,328 4.01

9. Comrade Trustee Services Limited 156,007,179 3.42

10. Tropicana Limited 49,836,525 1.09

11. Sir George Constantinou 44,447,860 0.97

12. Lamin Trust Fund 35,181,316 0.77

13. Credit Corporation (PNG) Ltd (CC Finance Ltd A/C) 30,000,000 0.66

14. Solomon Islands National Provident Fund Board 29,445,550 0.65

15. Catholic Diocese of Kundiawa 21,656,880   0.48

16. Society of Divine Word 21,588,296    0.47

17. Mineral Resources OK Tedi No.2 21,000,000    0.46

18. Southern Highlands Provincial Government 20,000,000   0.44

19. PNG Power Staff Savings and Loan Society Limited 15,951,140 0.35

20. Simon Korua 11,550,000 0.25

Other shareholders 367,569,136 8.06

4,559,328,749        100.00

Distribution of shareholdings

At the 31 December 2008, the Company had 5,324 shareholders.  The distribution of shareholdings is as follows:

Range (number) Number of Shareholders Number of Shares

1 - 1,000 1,097 835,668
1,001 - 5,000 2,462 6,047,252
5,001 - 10,000 667 5,070,937
10,001 - 100,000 832 23,838,516
100,001 and above 266 4,523,536,376

5,324 4,559,328,749
Included are shareholders with
less than a marketable parcel: 75 19,467

Dividend reinvestment scheme
The Company has a dividend reinvestment scheme in operation.

Employee share scheme
The Company resolved on 27 May 2004 that a maximum of 1% of the total number of shares held in the Company may be allocated to
employees each year at the discretion of the Board.
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Interest in shares in the Bank
Directors hold the following shares in the Bank:

Director Shares Held %

T. E. Fox 5,080,581 0.11

V. H. Reva 33,580 0.00

Gerea Aopi  100,000 0.00

N. Beangke holds an indirect shareholding of 8,000,000 in the Company through a family trust, General Holdings Limited. This indirect
shareholding represents 0.17% of the Company's issued capital.

Registered Office Share Registry

Bank of South Pacific Limited PNG Registries Limited
PO Box 78, PO Box 1265,
PORT MORESBY PORT MORESBY
National Capital District National Capital District
PAPUA NEW GUINEA PAPUA NEW GUINEA
Telephone: +675 322 9700 Telephone: +675 321 6377

Website

www.bsp.com.pg
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AITAPE (675) 857 2042
Branch Manager
Joseph Was

ALOTAU (675) 641 1284
Branch Manager
Alex Kuna

BIALLA (675) 983 1095
Branch Manager
Marco Hamen

BOROKO (675) 323 2288
Branch Manager
Anne Baniyamai

BUKA (675) 973 9042
Branch Manager
Benjamin Kiwai

BULOLO (675) 474 5366
Branch Manager
Philip Pung

COMMERCIAL CENTRE (675) 325 5999
Branch Manager
Maureen Wanu

DARU (675) 645 9062
Branch Manager
Jacinta McKinnon

DOUGLAS STREET (675) 321 2444
Branch Manager
Joseph Ururu

GOROKA (675) 732 1633
Branch Manager
Maria Kipau

KAINANTU (675) 737 1065
Branch Manager
Agnes Veata

KAVIENG (675) 984 2066
Branch Manager
Cecilia Pasum

KIMBE (675) 983 5166
Branch Manager
Misbil Alfred

KIUNGA (675) 548 1073
Branch Manager
Norman Aser

KOKOPO (675) 982 9088
Branch Manager
Albert Burua

KUNDIAWA (675) 735 1025
Branch Manager
Tony Waningu

LAE (675) 473 9801
Branch Manager
Stenard Wai

LAE COMMERCIAL (675) 473 9808
Branch Manager
Mary Kundi

LAE MARKET (675) 473 9606
Branch Manager
Lucy Siddy

LAE OPERATIONS CENTRE (675) 473 9866
Branch Manager
Eileen Goviro

LIHIR (675) 986 4052
Branch Manager
Bobby Aeron

LORENGAU (675) 470 9050
Branch Manager
Darius Manjali

MADANG (675) 852 2477
Branch Manager
Mathias Manovo

MAPRIK (675) 858 1317
Branch Manager
Stanley Bole
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MENDI (675) 549 1070
Branch Manager
David Wasape

MORO (675) 275 5808
Branch Manager
Peter Tikot

MT HAGEN (675) 542 1877
Branch Manager
Ega Renagi

POPONDETTA (675) 329 7171
Branch Manager
Wesley Hosea

PORT MORESBY (675) 322 9790
Branch Manager
Andrew Bokame 

RABAUL (675) 982 1744
Branch Manager
Ben Umba

TABUBIL (675) 548 9179
Branch Manager
Albert Seri

VANIMO (675) 857 1209
Branch Manager
Josephine Komoru

WABAG (675) 547 1176
Branch Manager
Cecilia Raepa

WAIGANI BANKING CENTRE (675) 300 9600
Branch Manager
Danny Vincent

WAIGANI DRIVE (675) 325 6788
Branch Manager 
Madeleine Topelemu

WEWAK (675) 856 2344
Branch Manager
Magai Kavailon

FIJI (679) 330 4011
Country Head
Greg Watson

SUVA (679) 330 4011
NADI (679) 670 5111

NIUE (683) 4220
Country Head
Rex Yawane

SOLOMON ISLANDS (677) 21874
Country Head
Mark Corcoran

HONIARA (677) 21874
POINT CRUZ (677) 21874
RANADI (677) 39403
AUKI (677) 40199
GIZO (677) 60539
NORO (677) 61008
MUNDA (677) 61177
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SENIOR MANAGEMENT

Chief Executive Officer
Ian B Clyne

General Manager Retail Bank
Kevin McCarthy

General Manager Credit and Risk
Robin Fleming

General Manager Corporate and International
Peter Dixon

General Manager Paramount Banking
Aho Baliki

General Manager Human Resources
Giau Duruba

Chief Operating Officer
Lew Kenah

Chief Financial Officer
Johnson Kalo
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