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Asteron Life Limited
Directors' report

The Directors have pleasure in presenting the financial statements of Asteron Life Limited (the "company"”) and its subsidiaries (the "group”)
for the year ended 30 June 2011.

Directors
The following persons were Directors of the company for the whole of the period unless otherwise stated:

G T Ricketts (Chairman)

S Carroll

P C Conroy

G E Summerhayes

A Vriens (resigned 18 November 2010)

Directors' responsibility statement

The Directors are responsible for ensuring that the financial statements present fairly the financial position of the company and the group as
at 30 June 2011 and their financial performance and cash flows for the year ended 30 June 2011. )

The Directors consider that the financial statements of the company and the group have been prepared using appropriate accounting
policies, consistently applied and supported by reasonable judgements and estimates, and that all relevant financial reporting standards have
been followed. The financial statements have been prepared to comply fully with the New Zealand equivalents to International Financial
Reporting Standards. In complying with the New Zealand equivalents to the Intemational Financial Reporting Standards, these financial
statements also comply with International Financial Reporting Standards.

The Directors believe that proper accounting records have been kept which enable, with reasonable accuracy, the determination of the
financial position of the company and group and facilitate compliance of the financial statements with the Financial Reporting Act 1993.

The Directors have taken adequate steps to safeguard the assets of the company and group and to prevent and detect fraud and other
irregularities.

With the unanimous agreement of all shareholders, the company has taken advantage of reporting concessions available to it under section
211(3) of the Companies Act 1993.

The financial statements of Asteron Life Limited were approved for issue on 1 gAugust 2011.

The following Directors have signed on behalf of the Board:

rector Director

19 August 2011 15 Q August 2011
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Independent Auditor’s Report
To the Shareholder of Asteron Life Limited

Report on the Company and Group Financial Statements

We have audited the accompanying financial statements of Asteron Life Limited ("the
company") and the group, comprising the company and its subsidiaries, on pages 6 to 56. The
financial statements comprise the statements of financial position as at 30 June 2011, the
statements of comprehensive income, changes in equity and cash flows for the year then ended,
and a summary of significant accounting policies and other explanatory information, for both
the company and the group.

Directors’ responsibility for the Company and Group Financial Statements

The Directors are responsible for the preparation of company and group financial statements in
accordance with generally accepted accounting practice in New Zealand and International
Financial Reporting Standards that give a true and fair view of the matters to which they relate,
and for such internal control as the Directors determines is necessary to enable the preparation
of company and group financial statements that are free from material misstatement whether
due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these company and group financial statements
based on our audit. We conducted our audit in accordance with International Standards on
Auditing (New Zealand). Those standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether the company and group
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the company and group financial statements. The procedures selected depend on
the auditor’s judgement, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the company and group’s preparation of the financial
statements that give a true and fair view of the matters to which they relate in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the company and group's internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates, as well as evaluating the presentation of the financial statements.

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



Our firm has also provided other audit related services to the company and group. Partners and
employees of our firm may also deal with the company and group on normal terms within the
ordinary course of trading activities of the business of the company and group. There are
however certain restrictions on dealings which the partners and employees of our firm can have
with the company and group.These matters have not impaired our independence as auditors of
the company and group. The firm has no other relationship with, or interest in, the company and

group.

Opinion

In our opinion the financial statements on pages 6 to 56:

e comply with generally accepted accounting practice in New Zealand,

e comply with International Financial Reporting Standards;

e give a true and fair view of the financial position of the company and the group as at 30
June 2011 and of the financial performance and cash flows of the company and the group
for the year then ended.

Report on Other Legal and Regulatory Requirements

In accordance with the requirements of sections 16(1)(d) and 16(1)(e) of the Financial
Reporting Act 1993, we report that:

e we have obtained all the information and explanations that we have required; and

® in our opinion, proper accounting records have been kept by Asteron Life Limited as far as
appears from our examination of those records.

ALY NG

19 August 2011
Auckland
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Asteron Life Limited

Statements of financial position

as at 30 June 2011
(All amounts are in NZD thougands unless otherwise stated)

Group Parent

Notes 2011 2010 2011 2010
Assets
Cash and cash equivalents 11 21,974 12,335 20,614 10,429
Disposal group classified as held for sale 13(b) 14,821 - 14,821 -
Loans and receivables 12 11,526 121,212 11,371 14,305
Related party receivables 23(b) 11,334 3,742 13,059 5,333
Other assets 14 4,049 5,111 4,037 4,104
Current tax asset 5,759 8,534 6,125 6,032
Reinsurance recoveries - outstanding claims liabilities 20,154 19,608 20,154 19,608
Financial assets 13(a) & (c) 602,621 621,154 612,838 652,717
Reinsurance recoveries - policy liabilities 20(b) 11,606 15,396 11,606 15,396
Employee defined benefit assets 17(a) 1,574 69 1,674 69
Plant and equipment 15 5,909 344 5,760 285
Intangible assets 16 737 1,505 665 1,409
Total assets 712,064 809,010 722,624 729,687
Liabilities
Trade and other payables 18 8,118 8,740 8,078 8,979
Related party payables 23(b) 1,477 7,955 7,768 13,764
Financial liabilities - external 19 - 89,400 - -
Unearned premium liabilities 2,582 2,166 2,682 2,166
Outstanding claims liabilities 74,384 70,970 74,384 70,970
Policy liabilities 20(a) 198,030 228,497 198,030 228,497
Unvested policy liabilities 18,310 17,079 18,310 17,079
Other employee benefit obligations 17(a) 1,805 1,534 1,765 1,489
Employee defined benefit obligations 17(a) 4,027 3,795 4,027 3,795
Deferred tax liabilities 10(b) 61,900 53,301 61,913 52,632
Total liabilities 370,633 483,437 376,857 399,371
Net assets 341,431 325,573 345,767 330,316
Equity
Total share capital 21 190,798 190,656 190,798 190,656
Retained earnings 150,633 132,525 154,969 139,660
Shareholder’s equity 341,431 323,181 345,767 330,316
Non-controlling interests - 2,392 - -
Total Equity 341,431 325,573 345,767 330,316

The following Directors have signed on behalf of the Board:

Director Director
1 9 August 2011 ‘| 9 August 2011

The notes on pages 10 1o 56 are an integral part of these consolidated financial statements
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Asteron Life Limited

Statements of comprehensive income

for the year ended 30 June 2011
{All amounts are in NZD thousands unless otherwise stated)

Revenue:

Premium revenue

Less outwards reinsurance expense
Net premium revenue

Investment revenue
Other revenue

Net revenue

Claims and expenses:

Claims expense

Less: Reinsurance recoveries

Net claims expenses

Acquisition expenses

Maintenance expenses

Investment management expense

Change in policy liabilities

Change in unvested policy liabilities

Total management expenses and policy liability movements
Total expenses including movement in policy liabilities
Result from operating activitles from continuing operations
Income tax credit

Profit from continuing operations after tax

Less: net loss from discontinued operations

Net profit for the period

Other comprehensive income

Actuarial gain/(loss) on defined benefit fund

Total other comprehensive income

Total comprehensive income for the year

Total comprehensive income for the year attributable to:
Owner of the company
Non-controlling interests loss

Total comprehensive income for the year

The notes on pages 10 to 56 are an integral part of these consolidated financial statements

Group Parent

Notes 2011 - 2010 2011 2010
7 143,415 132,114 143,415 132,114
7 (25,431) (24,109) {25,431) (24,109)
117,984 108,005 117,984 108,005
7 56,486 53,641 54,636 49,567
7 7,230 8,748 - -
181,700 170,394 172,620 157,572
8 81,279 77,406 81,279 77,406
8 (14,865) (17,799) (14,865) (17,799)
66,414 59,607 66,414 59,607
8 43,478 46,590 41,934 43,967
8 31,000 31,064 27,339 27,170
8 2,953 2,507 2,052 1,688
20(a) (3,515) (8,552) (3,515) (8,552)
8 1,230 714 1,230 714
75,146 72,323 69,040 64,887
141,560 131,930 135,454 124,494
40,140 38,464 37,166 33,078
10(a) (5,297) (243) (2,926) (1,091)
45,437 38,707 40,092 34,169
32(b) 2,830 1,932 - -
20(d) 42,607 36,775 40,092 34,169
17(b) iv. 667 (2,492) 667 (2,492)
667 (2,492) 667 (2,492)
43,274 34,283 40,759 31,677
43,558 34,476 40,759 31,677
20(d)/32(b) (284) (193) - -
43,274 34,283 40,759 31,677
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Asteron Life Limited

Statements of changes in equity

for the year ended 30 June 2011

(All amounts are in NZD thousands unless otherwise stated)

Contributed Retained Non-controlling

Notes capital earnings interests Total equity
Group
‘Balance at 1 July 2009 190,514 98,049 2,585 291,148
Total comprehensive income for the period
Profit after tax - 36,968 (193) 36,7756
Other comprehensive income net of income tax
Actuarial gain/(Joss) on defined benefit plans 17(b) iv. - (2,492) - (2,492)
Total comprehensive income for the period - 34,476 (193) 34,283
Transactions with owners, recorded directly in equity
Share-based payment transactions 21 142 - - 142
Total contributions by and distributions to owners 142 - - 142
Balance at 30 June 2010/ 1 July 2010 190,656 132,525 2,392 325,573
Total comprehensive income for the period
Profit after tax - 42,891 (284) 42,607
Other comprehensive income net of income tax
Actuarial gain/(loss) on defined benefit plans 17(b) iv. - 667 - 667
Total comprehensive income for the period - 43,558 (284) 43,274
Transactions with owners, recorded directly in equity
Share-based payment transactions 21 142 - 142
Disposal of investments with non-controlling interests - - (2,108) (2,108)
Dividends to equity holders 22 - (25,450) - (25,450)
Total contributions by and distributions to owners 142 (25,450) (2,108) (27,416)
Balance at 30 June 2011 190,798 150,633 - 341,431
Parent
Balance at 1 July 2009 190,514 107,983 - 208,497
Total comprehensive income for the period
Profit after tax - 34,169 - 34,169
Other comprehensive income net of Income tax
Actuarial gain/(loss) on defined benefit plans 17(b) iv. - (2,492) - (2,492)
Total comprehensive income for the period - 31,677 - 31,677
Transactions with owners, recorded directly in equity
Share-based payment transactions 21 142 - - 142
Total contributions by and distributions to owners 142 - - 142
Balance at 30 June 2010 / 1 July 2010 ] 190,656 139,660 - 330,316
Comprehensive income for the period
Profit after tax - 40,092 - 40,092
Other comprehensive income nét of income tax
Actuarial gain/(loss) on defined benefit plans 17(b) iv. - 667 - 667
Total comprehensive income for the period - 4(),759 - 40,759
Transactions with owners, recorded directly in equity
Share-based payment fransactions 21 142 - 142
Dividends to equity holders 22 - (25,450) - (25,450)
Total contributions by and distributions to owners 142 (25,450) - (25,308)
Balance at 30 June 2011 190,798 154,969 - 345,767

The notes on pages 10 to 56 are an integral part of these consolidated financial statements

Page 8 <”MG)



Asteron Life Limited

Statements of cash flows
for the year ended 30 June 2011

{All amounts are in NZD thousands unless otherwise stated)

Cash flows from operating activities
Premiums received

Reinsurance premiums paid

Policy payments

Reinsurance and other recoveries received
Operating expenses paid

Agents commission and bonuses paid
Equity distributions received

Interest received

Other income received

Other revenue and fees received
Income tax refund/(paid)

Borrowing costs

Net cash flows from operating activities

Cash flows from investing activities
Disposal of discontinued operations net of cash
Purchase of financial assets

Advances of policy loans

Advances of mortgage and other loans
Proceeds from the sale of financial assets
Repayments of policy loans

Repayments of mortgage and other loans
Proceeds from sale of plant and equipment
Payment for purchases of plant and equipment
Payments for purchase of Intangible assets

Net cash flows from investing activities

Cash flows from financing activities
Repayments of borrowings

Proceeds from share issues
Dividends paid

Net cash flows from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalent at 1 July

Cash and cash equivalent at 30 June

Group Parent
Notes 2011 2010 2011 2010

156,711 145,700 156,711 145,700

(25,191) (24,163) (25,191) (24,163)

(109,962) (107,182) (109,962) (107,182)

16,644 17,683 16,644 17,583

(42,905) (38,905) (40,684) (28,267)

(35,705) (38,165) (34,635) (37,341)

7,131 8,079 7,131 8,079

27,215 30,747 20,868 19,608

2,728 4,202 523 614

7,230 8,748 - -

1,563 - - -

(3,750) (6,153) - -

26 1,709 491 (8,595) (5,279)
32(d) 13,272 - 18,972 -
(449,629) (500,102) (447,079) (499,899)

(1,215) (2,173) (1,215) (2,173)

(699) (1,591) (699) (1,032)

479,579 510,106 477,855 509,623

1,699 1,690 1,699 1,590

23,717 64,497 913 286

26 - 24 -
(6,102) (99) (5,972) (36)

(268) - (268) -

60,380 72,228 44,230 8,359

32(c) (27,000) (69,300) - -
- 142 - 142

(25,450) - (25,450) -

(52,450) {69,158) (25,450) 142

9,639 3,561 10,185 3,222

12,335 8,774 10,429 7,207

11(b) 21,974 12,335 20,614 10,429

Refer to Note 32 Discontinued operations for the impact on cash flow arising from disposal of subsidiary.

The notes on pages 10 to 56 are an integral part of these consolidated financial statements
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Asteron Life Limited

Notes to the financial statements
30 June 2011

{All amounts are in NZD thousands unless otherwise stated)

1 Reporting entity

Asteron Life Limited ("the company”) and its subsidiaries (together "the group”) operates primarily in the life insurance and long term savings business
within New Zealand.

The company is incorporated in New Zealand with its registered office at Asteron Centre, Level 13, 55 Featherston Street, Wellington and head office
at 48 Shortland Street, Auckland.

The company is a wholly owned subsidiary of Suncorp Group New Zealand Limited. The ultimate New Zealand parent is Suncorp Group Services NZ
Limited and the uitimate parent of this group is Suncorp Group Limited (previously Suncorp-Metway Limited), an Australian listed company.

Statement of Accounting Policies
2 Basis of preparation

The principal accounting policies adopted in the preparation of these general purpose financial statements are set out below. These policies have been
consistently applied to all periods presented unless otherwise stated.

The accompanying statements of financial position have been prepared using the liquidity format of presentation.

(a) Statement of compliance

The financial statements have been prepared in accordance with Generally Accepted Accounting Practice in New Zealand (NZ GAAP). They comply
with the New Zealand equivalents to International Financial Reporting Standards (NZ IFRS), and other applicable Financial Reporting Standards, as
appropriate to profit oriented entities and International Financial Reporting Standards. The financial statements have been prepared in accordance with
the requirements of the Companies Act 1993 and the Financial Reporting Act 1993.

The company and the group are profit oriented entities.

(b) Basis of measurement

The financial statements have been prepared on the historical cost basis except that the following assets and liabilities are stated at their fair value:
derivative financial instruments, financial instruments held to back life insurance policy liabilities, life investment contract liabilities, disposal groups
classified as held for sale and investments in subsidiaries.

(c) Functional currency

ltems included in the financial statements are measured using the currency of the primary economic environment in which the group operates ("the
functional currency”). The financial statements are presented in New Zealand dollars, which is the group's functional and presentation currency.

(d) Rounding

All values are rounded to the nearest thousand dollars ($000) unless stated otherwise.

(e) New reporting standards or interpretations

i Standards adopted during the period

No new reporting standards or interpretations were adopted during the year ended 30 June 2011.
if. Standards not yet effective

The following reporting standards and interpretations applicable to the group have been issued by the Financial Reporting Standards Board but are not
yet effective.

NZIFRS 7 Financial Instruments Disclosures: improvements to disclosures in respect of credit risk, past due and impaired assets and liquidity risk. This
standard would become mandatory for the group’s 30 June 2012 financial statements. The potential effects on adoption of the amendments to the
standard are yet o be determined.

NZ IFRS 9 Financial Instruments: - the requirements of this standard represent a significant change from the existing requirements in NZ IAS 39 in
respect of financial assets. The standard contains two primary measurement categories for financial assets: amortised cost and fair value, and
eliminates the existing NZ 1AS 39 categories of held to maturity, available for sale, and loans and receivables. A financial asset would be measured at
amortised cost if it is held to collect contractual cash flows of principal and interest on specified dates. All other financial assets would be measured at
fair value. These requirements are not expected to substantially change the way the group currently measures and presents financiai instruments. A
detailed analysis of the impact is yet to be performed.

NZ IAS 24 Related Party Disclosures: improvements to simplify the definition of related parties. This standard would become mandatory for the group’s
30 June 2012 financial statements. The potential effects on adoption of the amendments to the standard are yet to be determined.

NZ IFRS 13 Fair Value Measurement: sets out improvements to the definition of fair value, sets out a single framework for measuring fair value and
requires new disclosures . This standard would become mandatory for the group’s 30 June 2014 financial statements. The potential effects on
adoption of the amendments to the standard are yet to be determined.
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Asteron Life Limited

Notes to the financial statements
30 June 2011
(All amounts are in NZD thousands unless otherwise stated

3 Significant accounting policies

The principal accounting policies adopted in the preparation of the financial statements are set out below. These policies have been consistently
applied to all the periods presented, unless otherwise stated.

(a) Principles of consolidation
i. Subsidiaries

Control exists when the company has the power, directly or indirectly, to govern the financial and operating policies of an entity so as to obtain benefits
from its activities.

Profit or loss from subsidiaries is included in the group statements of comprehensive income for the period that the company controls the entity.

Investments in subsidiary companies are carried at their fair value. The fair value is based on the net asset value (NAV) of the subsidiary. They are
subsequently increased by any capital contributions and decreased by any impairment losses.

fi. Transactions eliminated on consolidation

The effect of all balances and transactions between entities in the group are eliminated from the statements of financial position and statements of
comprehensive income in full.

jii. Non-controlling interests

Non-controlling interests occur when the group does not hold 100% of the shares in a subsidiary where such shares are recognised as equity in the
subsidiary. Non-controlling interests are also recognised as equity.

Related items of income and expense are recognised in the statements of comprehensive income at their gross amounts, with the offsetting amount
attributable to non-controlling interests disclosed separately in the statements of comprehensive income.

iv. Non-current assets and disposal groups and discontinued operations

Non-current assets and disposal groups are classified as held for sale and measured at the lower of their carrying amount and fair value less costs to
sell. For an asset to be classified as held for sale, it must be available for immediate sale in its present condition and sale must be highly probable.
Disposal groups classified as held for sale are shown separately on the face of the statement of financial position.

A discontinued operation is a component of the group that has been disposed of or is classified as held for sale and that represents a separate major
line of business, or is a subsidiary acquired exclusively with a view to resale. The results of discontinued operations are presented separately on the
face of the statement of comprehensive income for the current and prior periods, as if the operation had been discontinued from the start of the
comparative year.

(b) Foreign currency translation

Items included in the financial statements of each of the entities are measured using the currency of the primary economic environment in which the
entity operates ("the functional currency”).

Foreign currency transactions are transtated into the functional currency using the exchange rates prevailing at the dates of the transactions. Foreign
exchange gains and losses resulting from the settlement of such transactions, and from the translation at year end exchange rates of monetary assets
and liabilities denominated in foreign currencies, are recognised in the profit & ioss in the statement of comprehensive income.

(c) Principles of life insurance business

The group's significant activity is the selling and administration of life insurance and life investment contracts. The business is comprised of life and
disability insurance and investments. In relation to the group’s life insurance business, which is conducted by the company, assets, liabilities,
revenues and expenses are recognised in the financial statements irrespective of whether they relate to policy owners or the shareholder. A policy
owner is one who holds a policy of insurance with Asteron Life Limited.

i. Life insurance contracts

Life insurance contracts involve the acceptance of significant insurance risk. Insurance risk is defined as significant if and only if, an insured event
could cause an insurer to pay significant additional benefits in any scenario, excluding scenarios that lack commercial substance (i.e. have no
discernible effect on the economics of the transaction). Insurance contracts include those where the insured benefit is payable on the occurrence of a
specified event such as death, injury or disability caused by accident or iliness. The insured benefit is either not finked or only partly linked to the
market value of the investments held by the entity, and the financial risks are substantially borne by the entity.

The insurance operations of the group are conducted within separate funds and are reported in aggregate in the profit or loss in the statements of
comprehensive income, statements of financial positions and statements of cash flows of the group.

fi. Life investment contracts

Life investment contracts are all contracts that do not involve the acceptance of significant insurance risk. They include investment-linked contracts
where the benefit amount is directly linked to the market value of the investment held in the particular investment-linked fund. While the underlying
assets are registered in the name of the entity and the investment-linked policy owner has no direct access to the specific assets, the contractual
arrangements are such that the investment-finked policyholder bears the risks and rewards of the fund's investment performance. The group derives
fee income from the administration of investment-linked policies and funds.

Policy contracts that include both investment and insurance elements are separated into these two elements when practicable and when components
can be reliably measured, and reported accordingly.

Page 11 @
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Asteron Life Limited
Notes to the financial statements
30 June 2011

(All amounts are in NZD thousands unless otherwise stated)

3 Significant accounting policies
(d) Financial assets

A financial asset is recognised in the statements of financial position when the group becomes a party to the contractual provisions of the instrument.
Initial recognition is at fair value plus transaction costs that are directly attributable to the acquisition of the financial asset except for financial assets at
fair value through profit or loss which exclude transaction costs,

Financial assets are classified into one of the following categories upon initial recognition
« Financial assets at fair value through profit and loss; or
* Loans and receivables.

At each reporting date measurement depends upon the chosen classification.
i. Financial assets at fair value through profit or loss

A financial asset at fair value through profit or loss is a financial asset that meets either of the following conditions
«itis classified as held for trading; or
* upon initial recognition it is designated by the group as at fair value through profit or loss.

The assets are valued at fair value each reporting date based on the current bid price where available. Where a quoted price is not available one of the
following valuation techniques are used to value the assets at reporting date: recent arm's length transactions, discounted cash flow analysis, option
pricing models or other valuation techniques commonty used by market participants.

Movements in fair value are taken immediately to the profit or loss in the statements of comprehensive income.

i Cash and cash equivalents

Cash and cash equivalents are measured at amortised cost and include cash on hand, other short-term highly liquid investments with original
maturities of three months or less, deposits at call that are readily convertible to cash on hand and are subject to an insignificant risk of changes in
value, net of outstanding bank overdrafts. Bank overdrafts are shown within financial liabilities in the statement of financial position unless there exists
a rinht nf nffect

Hi. Loans and receivables

Loans and receivables are initially measured at fair value plus directly attributable transaction costs. They are subsequently measured at amortised
cost using the effective interest method, and are stated net of any impairment losses.

Interest income is recorded in the profit or loss in the statements of comprehensive income.

Included in loans and other receivables are mortgage loans held by mortgage funds. Performing mortgage loans are stated at amortised cost which,
due to the minimum loan o value ratio and the minimum credit criteria required by the relevant fund for the mortgage loans it holds, is believed by the
fund manager to be the fair value of these investments. Impairment provision (refer note 3 (j)) is recognised on impaired loans, which are assessed by
reference to independent forced sales valuations adjusted for expected selling and marketing costs. Mortgage loans are derecognised when the rights
to receive cash flows have expired which is normally when the mortgage loan and any accrued interest has been fully repaid.

fii. Life insurance activities

The assets of the life business are assessed under NZ IFRS4 Insurance Contracts to be assets that are held to back life insurance and life investment
contracts.

Financial assets backing life insurance and life investment contract liabilities

The group has designated all assets backing policy liabilities as fair value through profit or loss in statements of comprehensive income, and are
measured on a basis that is consistent with the measurement of the liabilities. These financial assets include:

« Investment securities comprising holdings in listed instruments, unlisted managed investment schemes, futures and forward forelgn exchange
contracts. Movements in the fair values between each reporting date, being the bid price on those dates, are recognised in the profit or loss in the

* Receivables comprise premium receivables, reinsurance and other recoveries, invesiment related receivables, distributions receivable and loans.
Receivables are recognised at fair value which is approximated by taking the initially recognised amount and reducing it for credit risk as appropriate.
Given the short term nature of most receivables, the recoverable amount approximates fair value.

Financial assets not backing life insurance and life investment contract liabilities

Financial assets held within shareholder funds do not back life insurance contract liabilities or life investment contract liabilities. These comprise
investment securities which have been designated at fair vaiue through profit or loss as they are managed and their performance is evaluated on a fair
value basis for internal and external reporting in accordance with the investment strategy.

iv. Trade and other receivables

Amounts due from policyholders, intermediaries and other receivables are classified as loans and receivables and are initially recognised at fair value,
being the amounts receivable. -

They are subsequently measured at amortised cost, being the initial recognised amount and reduced for impairment as appropriate. Any impairment
charge is recognised in profit or loss in the statements of comprehensive income.

A provision for impairment of receivables is established when there is objective evidence that the group will not be able to collect all amounts
receivable according to the origina! terms of the receivables. The amount of the provision is the difference between the asset’s carrying amount and
the present value of estimated future cash flows. Expected future receivables are discounted using interest rates on government guaranteed securities
with terms to maturity that match, as closely as possible, the estimated future cash inflows.
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Asteron Life Limited

Notes to the financial statements

30 June 2011
(All amounts are in NZD thousands unless otherwise stated)

3 Significant accounting policies
V. Determination of fair value
Fair value for the various types of financial assets is determined as follows:

Listed unit trusts and shares - by reference to quoted bid price;

Listed government and semi government securities - by reference to quoted bid price;

Unlisted investments (including investment in subsidiaries) - at valuation based on recent arm'’s length transactions, reference to other instruments that
have substantially the same characteristics, discounted cash flow analysis and other pricing models.

vi. Recognition and de-recognising

All purchases and sales of financial assets that require delivery of the asset within the time frame established by regulation or market convention are
recognised at trade date, being the date on which the group commits to buy or seli the asset.

Financial assets are de-recognised when the rights to receive future cash flows from the assets have expired, or have been transferred, and the group
has transferred substantially all risks and rewards of ownership.

(9) Lease transactions

A distinction is made between finance leases which effectively transfer from the lessor to the lessee substantially all the risks and benefits incidental to
ownership of leased assets, and operating leases under which the lessor effectively retains substantially ali such risks and benefits.

Operating lease payments are charged to the profit or loss in the statements of comprehensive income in the periods in which they are incurred, as this
represents the pattemn of benefits derived from the leased assets, except where an alternative basis is more representative of the pattern of benefits to
be derived from the leased property. When an operating lease is terminated before the lease period has expired, any payment required to be made to
the lessor by way of penalty is recognised as an expense in the period in which termination takes place. The group does not have any finance leases.

(h) Plant and equipment
[ Recognition and initial measurement

An item of plant and equipment is recognised as an asset if it is probable that future economic benefits associated with the item will flow to the group
and the cost of the item can be measured reliably.

Plant and equipment is initially measured at cost, which comprises:

* purchase price, including import duties and non-refundable purchase taxes, after deducting trade discounts and rebates;

« any costs directly attributable to bringing the asset to the location and condition necessary for it to be capable of operating in the manner intended by
management; and

« the initial estimate of the costs of removal and site restoration, if any.

fi. Subsequent measurement

Subsequent additional costs are only capitalised when it is probable that future economic benefits in excess of the originally assessed performance of
the asset will flow to the group in future years. Where these costs represent separate components, they are accounted for as separate assets and are
separately depreciated over their useful lives. Costs that do not meet the criteria for subsequent capitalisation are expensed as incurred.

The group has elected to use the cost mode! (as opposed to using the revaluation model) to measure plant and equipment after recognition. The
carrying amount is the initial cost less accumulated depreciation and any accumulated impaired losses.

il Depreciation

The depreciable amount of each item of plant and equipment, is depreciated over its estimated useful life to the group. The straight-line method of
depreciation is adopted for all assets. Assets are depreciated from the date they become available for use. Where parts of an item of plant and
equipment have different useful lives, they are accounted for as separate items of property, plant and equipment. Useful lives and depreciation
methods are reviewed at each annual reporting period. Residual values, if significant, are reassessed annually.

The following depreciation rates have been used:

» Computers 33%

« Furniture & Fittings 10%-33%

* Leasehold improvements 8%-20%

* Vehicles 15%-26%

iv. Retirement

The carrying amount of plant and equipment is derecognised upon disposal or where no future economic benefits are expected from its use.

The gain or loss arising from the derecognition is recognised in the profit or loss in the statements of comprehensive income when the item is
derecognised and calculated as the difference between the carrying amount of the asset at the time of derecognition and the net proceeds of
derecognition.

V. Project costs

Projects with an eligible spend of at least $0.5m in upfront costs are generally considered for capitalisation. The accounting treatment of a project’s
upfront costs is considered based on all relevant accounting policies with particular reference to the ‘Plant and equipment’ policy to determine which
costs can be capitalised.

Capitalised costs held in work-in-progress are reviewed every half-year to ensure that no impairment has occurred and that the capitalisation criteria
continue to be met. Factors considered include questionnaires to project teams, evaluation of NPV, etc.
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Asteron Life Limited

Notes to the financial statements
30 June 2011

(All amounts are in NZD thousands unless otherwise stated)

3 Significant accounting policies
(B) Intangible assets
i Initial recognition and measurement

Intangible assets are non-monetary assets other than goodwill with no physical substance, that are separately identifiable, controlled by the group and
have future economic benefits. The asset is measured as the cost incurred in its generation. '

Intangible assets are stated at cost less any accumulated amortisation and any accumulated impairment losses. Cost comprises all directly attributable
costs necessary to purchase, create, produce, and prepare the asset to be capable of operating in the manner intended by management. Where an
intangible asset is acquired in a business combination, the cost of that asset is its fair value at the acquisition date.

Expenditure on internaily generated goodwill and brands is recognised in the profit or loss in the statements of comprehensive income as an expense
as incurred.

Intangible assets comprise capitalised software and management rights.
ii. Subsequent expenditure

Subsequent expenditure on intangible assets (not acquired in a business combination) is capitalised only when it increases the originally assessed
future economic benefits embodied in the specific asset to which it relates. Al other expenditure is expensed as incurred.

jiii. Amortisation

Amortisation is charged to the profit or loss in the statements of comprehensive income in a manner that reflects the pattern in which the asset’s future
economic benefits are expected to be consumed over the estimated useful lives of intangible assets unless such lives are indefinite.

An intangible asset is regarded as having an indefinite useful life when, based on all of the relevant factors, there is no foreseeable limit to the period
over which the asset is expected to generate net cash inflows for the group. Where the asset is deemed to have an indefinite life, it is not amortised
but tested for impairment at least on an annual basis.

) Impairment

Assets of the group are assessed for indicators of impairment at each reporting date. Indicators include both intemal and external factors. If any such
indication exists, the asset's recoverable amount is estimated.

i. Intangible assets
Assets that have an indefinite useful life and intangible assets not yet available for use have their recoverable amount estimated annually.

An impairment loss is recognised whenever the asset’s catrying amount exceeds its recoverable amount. Impairment losses are recognised in the
profit or loss in the statements of comprehensive income unless the asset has previously been revalued. In that case the impairment loss is recognised
as a reversal to the extent of that previous revaluation with any excess recognised through the profit or loss in the statements of comprehensive
income.

After the recognition of an impairment loss, the depreciation (amortisation) charge for the asset is adjusted in future periods to allocate the asset's
revised carrying amount, less any residual value (if any), on a systematic basis over its remaining useful life. For the purposes of assessing
impairment, assets are grouped at the lowest levels for which there are separately identifiable cash flows (CGU) - this may be an individual asset or a
group of assets. Impairment losses, if any, recognised in respect of a CGU reduce the carrying amount of the other assets in the unit on a pro rata
basis.

i Mortgage loans

Specific provisions

Mortgage loans and accrued interest are subject to an impairment assessment to determine if there is objective evidence that any loan or accrued
interest are impaired at each balance date. All known bad debts are written off against the impairment provision in the period in which they are
incurred. Where not previously provided for they are written off directly to the profit or loss in the statements of comprehensive income.

The criteria that the group uses to determine that there is objective evidence of an impairment loss includes:

» Delinquency in contractual payments of principal or interest;

» Cash flow difficulties experienced by the borrower (for example, equity ratio, net income percentage of sales);
« Initiation of bankruptcy proceedings; and

» Deterioration in the value of the collateral property.
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Asteron Life Limited

Notes to the financial statements
30 June 2011

(All amounts are in NZD thousands unless otherwise stated)

3 Significant accounting policies
(1] Impairment(continued)
i Mortgage loans (continued)

Specific impairment provisions are recognised for all loans where there is objeciive evidence that an individual loan is impaired. Specific impairment
provisions are measured as the difference between the assets camrying amount and the estimated future cash flows discounted to their present value
at the original effective interest rate. As this discount unwinds during the period between recognition of impairment and recovery of the written down
amount, it is recognised in the profit or loss in the statements of comprehensive income. The process of estimating the amount and timing of future
cash flows involves considerable management judgement. These judgements are reviewed at least monthly to reduce any differences between loss
estimates and actual loss experience.

The calculation of the present value of the estimated future cash flows of a collateralised financial asset reflects the cash flows that may result from
foreclosure less costs for obtaining and selling the collateral, whether or not foreclosure is probable.

When a loan is known to be uncollectable, the loan is written off directly to the profit or loss in the statements of comprehensive income, and the
related provision for loan impairment is adjusted accordingly. Such loans are written off after all the necessary procedures have been completed and
the amount of the loss has been determined.

If in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event occurring after the
impairment was recognised (such as an improvement in the debtor's credit rating), the previously recognised impairment loss is reversed by adjusting
the allowance account. The amount is recognised in the profit or loss in the statements of comprehensive income as a reversal of the impairment
charge for credit losses.

Collective provisions

In response to conditions in the global and local credit and property markets and the associated uncertainty in respect of expectations regarding the
repayment of the group's mortgage loans and underlying security vaiues, the group has considered it appropriate to continue to recognise collective
provisioning for mortgage loans with similar credit risk characteristics where individual impairment losses have not been recognised.

Where loans are not assessed as individually impaired, they are classified into groups of loans with similar credit risk characteristics and collectively
assessed for impairment. Collective impairment provisions are based on historical loss experience adjusted where appropriate for current observable
data. The amount necessary to bring the collective impairment provision to its assessed levels, after write-offs, is charged to the profit or loss in the
statements of comprehensive income. See note 32 (b).

fil. Other assets

An impairment loss is recognised for the amount by which the asset's carrying amount exceeds its recoverable amount. Any resultant write-down is
recognised as an expense in the reporting period in which it occurs, unless the asset had previously been re-valued, in which case the previous
revaluation is written back with any excess being expensed.

iv. Calculation of recoverable amount for other assets

The recoverable amount of the group’s investments in loans and receivables carried at amortised cost is calculated as the present value of estimated
future cash flows, discounted at the original effective interest rate computed at initial recognition of these financial assets. Receivables with a short
duration are not discounted. The recoverable amount of other assets is the greater of their fair value less costs to sell and value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific {o the asset.

The unwinding of the discount from initial recognition of impairment through to recovery of the written down amount is recognised in interest income
through the profit or loss in the statements of comprehensive income.

For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable operational cash flows
(cash generating units).

V. Reversal of impairment

An impairment loss for an asset is reversed in following periods if there are indications that the impairment loss previously recognised no longer exists
or has decreased.

The impairment loss is reversed, in the statements of comprehensive income, only to the extent that it increases the asset back to its original carrying
amount before any impairment was recorded.

(k) Financial liabilities

Financial liabilities are initially recognised at fair value plus transaction costs that are directly attributable to the issue of the financial liability, except for
financial liabilities at fair value through profit or loss which exclude transaction costs.

A financial liability is derecognised when it is extinguished, that is, when the obligation specified in the contract is discharged or cancelled or expires.

Financial liabilities are classified into one of the following categories upon initial recognition. At each reporting date measurement depends upon the
chosen classification.

i. Financial kabilities at fair value through profit or loss
A financial liability at fair value through profit or loss is a financial liability that meets either of the following conditions:

« it is classified as held for trading; or
* upon initial recognition it is designated by the group as fair value through profit or loss.

Financial liabilities arising from life investment contracts are measured at fair value based on future settlement amounts under the contract. Changes
to the fair value are recognised in the profit or loss in the statements of comprehensive income in the period in which they occur.
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Asteron Life Limited

Notes to the financial statements
30 June 2011

(All amounts are in NZD thousands unless otherwise stated)

3 Significant accounting policies
(k) Financial liablilities (continued)

fi. Financlal liabilities at amortised cost

Financial liabilities, other than financial liabilities at fair value through profit or loss, are subsequently measured at amortised cost using the effective
interest method.

fii. Financial guarantee contract liabilities

Liabilities arising from financial guarantee contracts are subsequently measured at the higher of the amount determined in accordance with the
measurement requirements of a provision and the amount initially recognised less cumulative amortisation (refer to note 3(m)).

o Employee entitlements
i Short term employee benefits

Wages, salaries and annual leave

Liabilities for wages and salaries and annual leave are recognised, and are measured at the amounts expected to be paid when the liabilities are
settled.

Liabilities for unpaid wages, salaries and annual leave due within 12 months are recognised in the statements of financial position. The liability is
measured at undiscounted amounts using pay rates expected to be effective when the liability is to be paid in respect of employees’ services up to the
reporting date.

Sick leave

Sick leave entitlements are non-vesting and are paid only upon valid claims for sick leave by employees. No liability for sick leave has been recognised
as experience indicates that on average, sick leave taken each financial year is less than the entitiement accruing in that period. This is expected to
recur in future financial years.

Short term bonus plans
A liability is recognised for short term bonus plans when the benefit calculations are formally documented and determined before signing the financiai
statements and past practice supports the calculation.

Other leave and non-monetary benefits

The cost associated with parental leave as well as non-monetary benefits such as car-parking, payments of professional memberships and discounts
is recognised in the period in which the employee takes the benefits. A liability is not recognised for any non-accumulating benefits employees have
not taken during the period.

it. Post-employment benefits (superannuation)

The group contributes to both defined contribution and defined benefit superannuation schemes. Contributions are charged to the profit or loss in the
statements of comprehensive income as the obligation to pay is incurred.

Contributions outstanding at reporting date are treated as liabilities. The defined contribution plans receive fixed contributions from group companies
and the group’s legal or constructive obligation is limited to these contributions. The defined benefit plans provide defined pension annuities and lump
sum benefits based on years of service and final salary.

The asset and liability recognised in the statements of financial position in respect of defined benefit plans is the lower of:

+ the present value of the defined benefit obligation at the date of the statements of financial position less the fair value of pian assets, together with
adjustments for unrecognised actuarial gains or losses and past service costs; and

« the total of cumulative unrecognised net actuarial losses and past service costs and the present value of any economic benefits available in the form
of refunds from the plan or reductions in future contributions to the plan.

The defined benefit obligation is calculated annually by independent actuaries using the projected unit credit method. The present value of the defined
benefit obligation is determined by discounting the estimated future cash outflows using interest rates of govemment bonds that are denominated in
the currency in which the benefits will be paid, and that have terms to maturity approximating the terms of the related liability.

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are charged or credited to other comprehensive
income in the statements of comprehensive income.

Past service costs are recognised immediately in the profit or loss in the statements of comprehensive income.

il Other long term employee benefits

Long service leave

A liability for long service leave is recognised in the statements of financial position, at the point the entitiement vests to the employee. The liability is
measured at the amounts expected to be paid when the liabilities are settied.

iv. Termination benefits

Termination benefits are payable when employment is terminated before the normal retirement date, or whenever an employee accepts a voluntary
redundancy in exchange for these benefits. The group recognises termination benefits when it is demonstrably committed to either terminating the
employment of current employees according to'a detailed formal plan without possibility of withdrawal; or providing termination benefits as a result of
an offer made to encourage voluntary redundancy.

V. Share-based payments

The group participates in two equity-settled, share-based compensation plans.

Immediately vesting compensation

Shares granted under the Exempt Employee Share Plan vest immediately at grant date. Although the value paid to each employee is determined by a
cash amount, the payment is made in shares (with no cash aiternative) and is therefore treated as an equity-settled share-based payment transaction.
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Notes to the financial statements
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(All amounts are in NZD thousands unless otherwise stated)

3 Significant accounting policies
mn Employee entitiements (continued)
V. Share-based payments (continued)

The total expected cost is recognised in the profit or loss in the statements of comprehensive income during the financial year the services are
rendered. The total expected cost is determined by considering the expected amount per person (the fair value) and non-market factors such as
eligibility requirements and staff attrition rates.

Future vesting compensation

Shares granted under the Executive Performance Share Plan vest over a period from grant date to generally three to five years. The value of these
long-term incentives is recognised as an expense in the profit or loss in the statements of comprehensive income on a straight line basis over the
vesting period. The value is calculated as: fair value at grant date x expected number of shares to be granted.

The fair value of the shares is the market price of the shares adjusted for the terms and conditions upon which the shares were granted. This is
measured using a Monte-Carlo simulation. Once determined, fair value does not change throughout the vesting period unless the terms and conditions
of the grant are modified. The number of shares reflect the best estimate of shares expected to vest at the end of the vesting period and this estimate
is revised if indicated by subsequent information. Non-market conditions (e.g. fulfilment of service period) are taken into account when determining this
best estimate, whilst market conditions are not. If shares do eventually vest, any unamortised balance is expensed at the end of the vesting period.

When the group grants deferred shares to employees of subsidiaries, the fair value at grant date is recognised as an increase in the investments in
subsidiaries, with a corresponding increase in equity over the vesting period of the grant. Where shares do not eventually vest, the treatment of the
previously recognised expense depends upon the reason the shares did not vest:

« If a non-market condition is not satisfied (e.g. an unfulfilled service period) the expense is reversed in the profit or loss in the statements of
comprehensive income in the period when the condition was not satisfied; and

« If a market condition is not satisfied (e.g. Total Shareholder Retum not being achieved) the expense is not reversed.

(m) Provisions

A provigion is a liability of uncertain timing or amount which is recognised in the statements of financial position when:

« the group has a present obligation (legal or constructive) as a result of a past event;

« it is probable that an outflow of economic benefits will be required to settie the obligation; and

« the amount can be reliably estimated.

If the effect is material, provisions are determined by discounting the expected future cash flows at a pre-tax rate that refiects current market
assessments of the time value of money and, when appropriate, the risks specific to the liability.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Where the group enters into financial arrangements to
provide financial support, the group considers these to be insurance arrangements or financial guarantees, as applicable. The group treats the
insurance arrangements as contingent liabilities until such time as it becomes probable that the group will incur losses under the insurance
arrangements. Financial guarantees are recognised at fair values, determined using cash flow forecasts to determine whether losses related to the
financial guarantees have been incurred.

n) Policy Habilities
. Determination of policy liabilities

Liabilities to policyholders in the statement of financial position are measured on the Margin on Services basis ("MoS") in accordance with New
Zealand Society of Actuaries Professional Standard 3, “Determination of Life Insurance Policy Liabilities, ("PS3").” The increase/(decrease) in policy
liabilities in the profit or loss in the statement of comprehensive income is also calculated on a MoS basis.

fi. Life insurance policy labilities

Policy liabilities, arising from life insurance contracts, are measured at the net present value of estimated future cash flows in accordance with PS3.
Policy liabilities are re-measured periodically and changes are recognised in the profit or loss in the statements of comprehensive income in a manner
that allows for the systematic release of planned margins over a period that reflects the services provided, and premiums received from, the
policyholders.

Expected future cash flows are reviewed to establish the present vaiue of estimated future expenses for the group of related. products against the
present value of estimated future revenues to test the adequacy of the policy liabilities.

The significant assumptions applied in calculating these estimates and the process and methodology used for determining these assumptions are
included in note 5.

ii. Life investment policy liabilities

Policy liabilities, arising from life investment contracts, are recognised at fair value through the profit or loss in the statement of comprehensive income,
which is based on the valuation of the linked assets, subject to a minimum of current surrender value.

(o) Contributed capital

i. Ordinary shares

Ordinary shares are recognised as equity.

i Share based payments
Ordinary shares are periodically issued in accordance with the terms in note 3(i)(v.) above and recognised as equity.
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