
























































Notes to the Financial Statements continue

For the paricd ended 50 Junc 2012
TOWER Medical Insurance Limited

4. ACTUARIAL ASSUMPTIONS AND METHODS (continued)

b) Premium payback liability (continued)

Profit Equity
30 Sep 12 30 Sep 12
$000 $000
Recognised amounts in the financial statements 13,249 63,886
Movement in Adjusted Adjusted
Variable variable Adjustments amounts Adjustments amounts
S B S T LI— 11}
Lapse Rate +1.0% 1,071 14,320 1,071 64,957
o -1.0% (1361 11898 (1351) 62,535
Discount Rate +1.0% 1,276 14,525 1,276 65,162
_ B -1.0% (1512) 1737 (1512) 62374
Risk margin +1.0% NA NA NA NA
e -1.0% NA NA NA NA
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Notes to the Financial Statements cortinued
For the period ended 20 June 2012
TOVWER Niedical Insurance Limiied

5. RISK MANAGEMENT POLICIES AND PROCEDURES

The financial condition and operation of the Company are affected by a number of key financial risks including insurance risk, market risk,
liquidity risk and credit risk and non-financial risks including operational risk and strategic risk. The Company’s policies and procedures in
respect of managing the financial risks are set out in this note below.

a) Objectives in managing risks arising from insurance contracts and policies for mitigating those risks

The Company'’s objective is to satisfactorily manage these risks in line with the Board approved Risk & Compliance Framework Policy.
Various procedures are put in place to identify, mitigate and monitor the risks faced by the Company. Business managers are responsible for
understanding and managing their risks, including insurance and operational risks. The Company’s exposure to all high and critical risks is
reported quarterly to the Board and the Board Audit, Risk & Compliance Committee.

The Board has delegated to the Board Audit, Risk & Compliance Committee the responsibility to review the system of risk management,
including:
(i) the effectiveness of the Company’s risk management framework having regard to the Company's risk management culture;
(i) the identification and assessment of the material risks facing the Company considered against the Company's risk appetite; and
(iiiy the appropriate level of reporting on the performance and application of the risk management system throughout the Company.

The methods used to manage risks arising from insurance contracts include:
(i) adequate controls and guidelines covering insurance processes;
(i) ongoing monitoring of the insurance market and identification of trends;
(iii) ensuring robust claims handling processes and controls which are well documented;
(iv) ongoing review of pricing models and retention levels;
(v) clearly defined underwriting processes and ongoing development of those involved in the underwriting process; and
(vi) robust new product development processes and controls to ensure that appropriate research and analysis has been done which
ensure the anticipated claims liabilities are well understood.

b) Sensitivity to insurance risk

Insurance risk is the risk that inadequate or inappropriate underwriting, claims management, product design and pricing will expose the
Company to financial loss from claims expenditure exceeding the amount implicit in premium income. The benefits provided under the
insurance contract and the cost of providing those benefits are the key variables in claims expenditure. Refer to note 4 concerning the
actuarial assumptions and methods and note 15 concerning the outstanding claim liabilities for further information on the assumptions that
will affect the claims expenditure in the future.

The Company'’s insurance policies provide cover for expenses incurred in the private health sector. The extent of cover is dependent on the
individual policy terms and conditions and the schedule of benefits. Several risks are not insured by the Company's policies, including (but
not limited to) infectious diseases, accidents (which are generally covered by the Accident Compensation Corporation) and life.

Certain legacy policies have premium payback clauses that allow for the return of premiums after claim payments. These liabilities are
matched with suitable assets.

c) Concentration of insurance risk

The Company does not have any material concentration of insurance risk. All insurance sold by the Company is sold to people in New
Zealand, but there is no significant concentration in any specific region. The insurance sold by the Company primarily covers private medical
expenses, but there is no significant concentration by any insured event.

d) Credit risk

The Company's exposure to credit risk is limited to deposits and investments held with banks and other financial institutions as well as credit
exposure to amounts due from policyholders and brokers. For banks and financial institutions the minimum credit rating accepted by the
Company is 'A-1'. For policyholders and brokers with no external ratings, internally developed minimum credit quality requirements are
applied, which take into account financial position, past experience and other relevant factors. Overall exposure to credit risk is monitored on
group basis in accordance with limits set by the Board.

The allowance for credit losses and impairment in relation to trade receivables is provided for based on estimated recoverable amounts
determined by reference to current customer circumstances and past default experience. In determining the recoverability of a trade
receivable the Company considers any change in the credit quality of the frade receivable from the date the credit was initially granted up to
the reporting date. The Company has provided fully for receivables over 120 days past due. Trade receivables between 60 and 120 days
past due are provided for based on estimated irrecoverable amounts determined by reference to past due default experience.
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Notes to the Financial Statements continued
For the peried ended 50 June 2013
TOWER Medical Insuranca Limiled

5 RISK MANAGEMENT POLICIES AND PROCEDURES (continued)

d) Credit risk (continued)

() Maximum exposure to credit risk

The Company's maximum exposure to credit risk without taking account of any collateral or any other credit enhancements, is as follows:

Carrying Value

30 Jun 13 30 Sep 12

$000 $000
Cash and cash equivalents 15,805 13,257
Premium receivable 2,321 2,521
Other receivables 2,699 331
Fixed interest securities 80,363 88,914
Derivative financial assets 2,638 3,318
103,826 108,341

Total credit risk

(ii) Credit quality of financial assets that are neither past due nor impaired

The credit quality of financial assets that are neither past due nor impaired can be assessed by reference to external credit ratings (if

available) or to historical information about counterparty default rates.

30 Jun 13 30 Sep 12
Other Raceivables $'000 $'000
Counterparties without external credit rating
Group 1 - new debfors (less than 6 months) S -
Group 2 - existing debtors (more than 6 months) with no defautts in the past 2374 -
Group 3 - existing debtors (more than 6 months) with some defaults in the past. All defaults were fully recovered. ) 325 331
Total other receivables 2,698 33
Cash at Bank and short-term bank deposits
A-1 15,805 13,257
Total cash at bank and short-term bank deposits 15.805 13,257
Financlal assets at fair value through profit or loss
Derivative financial instruments
AA 2,638 3,318
Interest-bearing securities
AAA 45,051 46,528
AA 35312 41,386
A - 999

83,001 92,231

Total financial assets at fair value through profit or loss

e) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding through an
adequate amount of committed credit facilities and the ability to close-out market positions. The Company manages liquidity risk by
continuously monitoring forecast and actual cash flows and holds a high percentage of highly liquid investments. The bank overdraft
comprises the closing positive balances of the bank account, adjusted for unpresented cheques and outstanding deposits. There are no

overdraft facilities.

(i) Maturities of financial liabilities

The tables below analyse the Company’s financial liabilities into relevant maturity groupings based on the remaining period at the reporting

date to the contractual maturity date. The amounts disclosed in the table are the contractual undiscounted cash flows.
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Notes to the Financial Statements continune
For the period ended 20 June 2672
TOWER Medical Insurance Limited

5 RISK MANAGEMENT POLICIES AND PROCEDURES (continued)

e) Liquidity risk (continued)

Total

Contractusi
= 1 menth 1-3 months 3-12 months 1-5 years > § ysars Cash flows Carrying amount
As at 30 June 2013 $'000
Financial Liabllitles
Trade creditors 1,896 1.2156 92 - - 3,203 3,203
Other payables 2,300 - - - - 2,300 2.3%0
Intercompany payables 1,801 - 5 5 = 1,801 1,801
Total financial liablilities 5,997 1.215 92 - - 7,304 7,304
Toatal
Contractual
< 1 month 1-3 months 3-12 months 1-5 years > 5 years Cash flows Carrying amount
As at 30 September 2012 $°000
Financlal Liabllities
Trade creditors 1,284 454 96 - - 1,834 1,834
Derivative financial instruments - - - - 35 35 35
Total financlal liabilities 1,284 454 96 - 35 1,869 1,869

f) Market risk

(i) Price risk

The Company is not exposed to equity securities price risk or commodity price risk.

(i) Fair value interest rate risk

The Company does not have long-term borrowings. The Company’s interest rate risks arise from financial assets at fair value through profit
or loss, cash and cash equivalents, derivatives and premium payback liability. There is an interest bearing component of financial assets at
fair value through profit or loss. The Company receives advice from its asset consultant, Tower Managed Funds Limited. The Company has
adopted an investment strategy that delivers a diversified portfolio of defensive assets. Defensive assets consist of New Zealand and
overseas fixed interest investments and cash and cash equivalents.

The interest rate swaps have the effect of converting risk from the Premium Payback Liability. Under the interest rate swaps, the Company

agrees with other parties to exchange, at specified intervals (mainly monthly), the difference between fixed contract rates and floating rate
interest amounts calculated by reference to the agreed notional principal amounts.

The table below summarises the sensitivity of the Group's financial assets and financial liabilities to interest rate risk.

30 Jun 13 30 Sep 12
Interest Rate Risk -100bps +100bps -100bps +100bps
Carrying Carrying

amount Profit Equity Profit Equity amount Profit Equity Profit Equity

$000 $000 $000 $000 $000 $000 $000 $000 $000 $000
Flnanclal assets
Cash and cash equivalents 15,805 (114) (114) 114 114 13,257 (93) (93) 93 93
Financial assets at fair value
through profit or loss 80,363 998 998 (952) (952) 88,914 1,018 1,018 (975) (975)
NZ Derivatives 2,638 325 325 (285) (285) 3,283 644 644 (569) (669)
Financial liabilities
Premium payback Liability 47,489  (1,346) (1,346) 4,073 1,073 53,161 (1,512) (1,512) 1,276 1.276
Total Increase / (decrease) (137) (137) (50) (50) 57 57 (175) (175)
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Notes to the Financial Statements continued
For the period ended 52 June 2013
TOWER Nedical Insurance 1 imit=d

5 RISK MANAGEMENT POLICIES AND PROCEDURES (continued)

g) Fair value hierarchy
The fair value of financial assets and financial liabilities must be estimated for recognition and measurement or for disclosure purposes.

NZ IFRS 7 Financial Instruments: Disclosures require disclosure of fair value measurements by level of the following fair value
measurement hierarchy:

a. quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1),
b. inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly (as prices)

or indirectly (derived from prices) (level 2); and
c. inputs for the asset or liability that are not based on observable market data (unobservable inputs) (ievel 3).

The foliowing tables present the Company’s assets and liabilities measured and recognised at fair value.

Level 1 Total
As at 30 June 2013 $000 $000
Financial assets at fair value through profit or loss
Derivative financial instruments 2,638 2,638
Fixed interest securities 80,363 80,363
Total assets 83,001 83,001
Level 1 Total
As at 30 September 2012 $000 $000
Financial assets at fair value through profit or loss
Derivative financial instruments 3,318 3,318
Fixed interest securities 88,914 88,914
Total assets 92,232 92,232
Financial Liabilities
Derivative financial instruments 35 35
Total financial liabilities 35 35
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Notes to the Financial Statements continuse
For the pericd ended 20 June 2012
TONER Medical insurance Limited

6. REVENUE AND OTHER INCOME

9 Months Full Year
30 Jun 13 30 Sep 12
$000 $000
Premium revenue 112,370 146,230
Net premium revenue i 112370 146,230
Investment income
Interest 5,028 3,929
Net realised (loss)/gain on financial assets at fair value through profit or loss (369) 8,253
Net unrealised loss on financial assets at fair value through profit or loss (795) (6,422)
Total investment income 1,864 5,760
7. MANAGEMENT AND SALES EXPENSES
9 Months Full Year
30 Jun 13 30 Sep 12
$000 $000
Expenses by function
Claims handling expenses? 1,044 -
Investment expenses 202 24
Acquisition costs’ 18,591 20,462
Other underw riting expenses? 22,215 16,413
Total expenses (excluding direct claims expenses) 42.142 36,899
Expenses by nature
Employee costs 6.106 -
Depreciation and amortisation 36 -
Financing costs 4 -
Operating lease rental expenses 276 -
Marketing expenses 571 -
Commissions 15.219 20,462
Consultancy fees 427 -
Legal expenses 104 -
hvestment expenses 292 24
Release of prior deferred acquisition costs® 12,511
Other 2 6.596 16,413
Total expenses (excluding direct claims expenses) 42,142 36,899

'Acquisition costs for the 9 months to June 13 included commission, advertising, 'merke'ting and selling costs. Acquisition costs for the year to Sep 12 only include
commission.

? Prior to 30 November 2012, the Company was charged a management fee relating to management expenses, Included other underwriting expenses. The management
fees included claims handling expenses and other acquisition costs.

? This reflects the change of accounting estimate noted in 1(e) on page 11.
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Notes to the Financial Statements continued
For the period ended 20 June 2013
TOWER RMedical Insurance Limited

8. INCOME TAX

9 Months Full Year
Notes 30 Jun 13 30 Sep 12
$000 $000
a) Income tax expense
Recognised in the statement of comprehensive income
Current tax expense 20 2,392 4,590
Deferred tax expense (2,262) 563
130 5,153
income tax expense is attributable to:
Profit from continuing operations 130 5,153
Income tax expense . 130 5,153
Deferred income tax (revenue) expense included in income tax expense comprises:
Decrease in deferred tax assets 21 1,398 132
(Decrease) increase in deferred tax liabilties 21 (3.661) 431
Net deferred tax (revenue) expense (2.263) 563
b) Numerical reconciliation of income tax expense to prima facie tax payable
Profit from continuing operations before income tax expense 438 18,402
Tax at the New Zealand tax rate of 28% 123 5,153
Tax effect of amounts w hich are not deductible (taxable) in calculating taxable income:
non deductible entertainment expense 7 -
Income tax expense 130 5,153
30 Jun 13 30 Sep 12
5000 $000
¢} Imputation credits
Imputation credits available for use in subsequent reporting periods 1,542 -

The above amounts represent the balance of the imputation account as at the end of the reporting period, adjusted for:

(i) Imputation credits that will arise from the payment of the amount of the provision for income tax; and
(i) Imputation debits that will arise from the payment of dividends recognised as a liability at the reporting date.

These amounts include imputation credits that are available to the parent entity.
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Notes to the Financial Statements continued
For the period ended 50 June 2013
TOWER Medical Insurance Limited

9. CASH AND CASH EQUIVALENTS

30 Jun 13 30 Sep 12

$000 $000

Cash at bank and cash on hand (576) (715)
Short term deposits and deposits at call B 16,381 13,972
Total cash and cash equivalents 15,805 13,257

The cash at bank comprises the closing positive balance of the bank account, adjusted for unpresented cheques and outstanding deposits.

a) Reconciliation of profit for the period to net cashflows from operating activities

30 Jun 13 30 Sep 12
$000 $000
Profit for the period 308 13,249
Fair value loss on other financial assets through profit or loss 674 3,010
Depreciation and amortisation 36 -
Change in operating assets and liabilities
Increase (decrease) in receivables (2.271) 360
Decrease (increase) in deferred acquisition costs 13,075 (1.680)
Increase (decrease) in deferred tax assets (2.263) 563
Increase (decrease) in current tax payable 959 (3,329)
Decrease in provisions (4,824) (1,377)
Increase (decrease) in payables 6,061 (13)
Net cash flow from operating activities 11,755 10,783
10. RECEIVABLES
30 Jun 13 30 Sep 12
$000 $000
Current
Premium receivable 2321 2,521
Other receivables 2,699 331
Provision for impairment loss (358) (276)
Prepayments 185 -
Total current assets 4,847 2,676

Premium receivable and other receivables above are presented net of provision for impairment loss. Movement in the impairment during the
reporting period was as follows:

30 Jun 13 30 Sep 12

$000 $000

Opening balance 276 235
Provision for impairment recognised during the period 82 64
Receivables written off during the period as uncollectible - (23)
Total provision for impairment loss 358 276
30 Jun 13 30 Sep 12

$000 $000

1 to 3 months 251 193
3 to 6 months 83 64
Over 6 months 24 19
Total provision for impairment loss 358 276
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Notes to the Financial Statements continued
For the period ended 30 June 2013
TOWER Medical Insurance Limited

11. DEFERRED ACQUISITION COSTS

30 Jun 13 30 Sep 12
$000 $000
Current
Deferred acquisition costs 3,058 6,732
Deferred unearned commissions 8,823 9,529
Total current deferred acquisition costs 11,881 16,261
Non-current
Deferred acquisition costs 6.940 15,635
Total non-current deferred acquisition costs 6,940 15,635
Total deferred acquisition costs 18,821 31,896
30 Jun 13 30 Sep 12
5000 $000
Balance at beginning of period 31,896 30,358
Acquisition costs deferred during the period 7,744 10,260
Amortisation expense (8,308) (8,722)
Expensed of prior deferred acquisition costs (12,511) -
Total deferred acquisition costs 18,821 31,896
12. PROPERTY, PLANT AND EQUIPMENT
Plant &
Equipment Total
$000 $000
Cost
Balance at 1 October 2012 - -
Additions 1,402 1,402
Balance at 30 June 2013 1.402 1,402
Depreclation and impairment losses
Balance at 1 October 2012 e =
Depreciation charge for the period (32) (32)
Balance at 30 June 2013 {32) {32)
Carrying amounts
At 30 Sep 2012 - -
At 30 June 2013 1,370 1,370
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Notes to the Financial Statements continuec
Fer the peried ended 20 June 2013
TOWER Redical Insurance Lirnited

13. INTANGIBLE ASSETS

Software

Total

$000 $000
Cost
Balance at 1 October 2012 - -
Additions 28 28
Balance at 30 June 2013 28 28
Amortisation and impairment losses
Balance at 1 October 2012 - -
Anortisation charge for the period 3 (3)
Balance at 30 June 2013 {3) (3)
Carrying amounts
At 30 Sep 2012 - -
At 30 June 2013 25 25
14. PAYABLES
30 Jun 13 30 Sep 12
$000 $000
Trade creditors 3.203 1,834
Other payables 2,300 -
Intercompany payable 1.800 -
Employee benefits 582 -
Total payables 7,885 1,834
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Notes to the Financial Statements continued
For the period ended 30 June 2013
TOWER Fiedicsl Insurance Limited

15. OUTSTANDING CLAIM LIABILITIES

30 Jun 13 30 Sep 12

$000 $000

Outstanding claims - central estimate of the expected future payment for claims incurred 10,804 10,084
Risk Margin 1,111 522
Claims handling costs 184 352
Gross outstanding claims liability 12,099 10,958
30 Jun 13 30 Sep 12

$000 $000

Gross outstanding claims at beginning of period 10,958 11,313
Claims handling costs (352) (191)

Risk margin (522) (539)
Central estimate at beginning of period 10,084 10,583
Change in claims incurred for prior periods {1,408) (1,934)
Claims paid in respect of prior periods (8.443) (8,578)
Claims incurred during the period (expected) €7.797 86,314
Claims paid during the period (57.228) (76,301)
Central estimate at end of period 10,804 10,084
Claims handling costs 184 352

Risk margin 1111 522
Gross outstanding claims at end of period 12,099 10,958

Claims handling expense

The estimate of outstanding claims liabilities incorporates an allowance for the future cost of administrating the claims. This allowance is
determined after analysing historical claim related expenses incurred by the classes of business.

Risk margin

The outstanding claim liability also includes a risk margin that relates to the inherent uncertainty in the central estimate of the future
payments.

Risk margins are determined on a basis that reflects the Company’s business. Regard is given to the robustness of the valuation models, the
reliability and volume of available data, past experience of the insurer and the industry and the characteristics of the classes of business

written.
The risk margins is intended to provide a 95% probability of sufficiency (2012: 75%).

Development of claims

The following table shows the expected run-off pattern of net undiscounted outstanding claims

30 Jun 13 30 Sep 12
$000 $000

Expected claims run off
Within 3 months 10,458 9,458
3 to 6 months 262 949
6 to 12 months 487 485
After 12 months 192 66
Total outstanding claims 12,099 10,968
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Notes to the Financial Statements continuer
For the period ended 20 June 2012
TOWER liedical Insursncs Limited

15. OUTSTANDING CLAIM LIABILITIES {continued)

Liability Adequacy Test

Liability adequacy tests are performed to determine whether the unearned premium liability is sufficient to cover the present value of the
expected cash flows arising from rights and obligations under current insurance contracts, plus an additional risk margin to reflect the
inherent uncertainty in the central estimate. The future cash flows are future claims, associated claims handling costs and other
administration costs relating to the business.

If the unearned premium liability less related deferred acquisition costs exceeds the present value of the expected future cash flows plus the
additional risk margin to reflect the inherent uncertainty in the central estimate then the unearned premium liability is deemed to be sufficient.
The risk margins applied to future claims were determined with the objective of achieving at least 95% (2012: 75%) probability of sufficiency

of the unexpired risk liability using the same methodology as described above.

30 Jun 13 30 Sep 12
Central estimate of the present value of expected future cash flows 60.66% 60.59%
9.00% 8.75%

Risk margin

Unearned premium liabilities as at 30 June 2013 were sufficient (September 2012: sufficient).

16. PREMIUM PAYBACK LIABILITY

A number of the Company's health insurance policies have a benefit whereby policyholders receive a proportion of premiums paid less
claims received over the life of their policy, ‘premium payback’, if certain conditions are met. This liability represents a long term health
insurance contract liability. The liability is determined based on the discounted value of the accumulated excess of premiums over claims at
individual policy level. A liability adequacy test to cover uncertainty in the central estimate is also applied to confirm the sufficiency of the

liability in aggregate.

The table below includes a reconciliation of the liability as at the reporting date

30 Jun 13 30 Sep 12
$000 $000

Current
Premium payback liability 9.786 10,975
Total current premium payback liability 9,786 10,975
Non current
Premium payback liability 37,703 42,186
Total non-current premium payback liability 37,703 42,186
Total premium payback liability 47.489 53,161

30 Jun 13 30 Sep 12

$000 $000

Opening balance 53,161 53,672
New funding 5614 8,776
Benefits paid (10,340) (12,081)
Other (946) 2,794
Balance at period end 47,489 53,161
New funding 5,614 8,776
Benefits paid (10,340) (12,081)
Cther (946) 2,794
Decrease in Statement of Comprehensive Income {5,672) (511)
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Notes to the Financial Statements continued
For the period ended 30 June 2013
TOWER KMadical Insurance Limited

16. PREMIUM PAYBACK LIABILITIES (continued)

(a) Liquidity risk and future net cash outflows

The table below shows the estimated timing of cash outflows resulting from premium payback liabilities.

Less than One totwo Two to three Three to five Over five

Total one year years years years years

$000 $000 $000 $000 $000 $000
30 Jun 13 47,488 9,786 5915 4,479 7,994 19,314
30 Sep 12 53,161 11,976 5,940 4,703 7,578 22,964
Assumptions used in the calculation of the Liability Adequacy Test/cash flow projection:

30 Jun 13 30 Sep 12

Discount rate for succeeding and follow ing years 3.0% - 3.5% Gross of Tax 2.28% net of tax
Claims and Premium Inflation rate for succeeding and follow ing years 9% p.a. 9% p.a.
Lapse rates including lapse rate at payback date: 0% to 25% p.a. 0% to 25% p.a.
GT e 15% 15%
Income Tax rate 28% 28%
Administration expense per member: $74.20 $74.20
Expense Inflation for succeeding and follow ing years 2% p.a. 2% p.a.

No deficiency was identified as at 30 June 2013 and 30 September 2012 that resulted in an unexpired risk liability needing to be recognised.

17. UNEARNED PREMIUM LIABILITY

30 Jun 13 30 Sep 12
$000 $000

Current
Unearned premium liability 15,156 15,439
Total unearned premium liability 15,156 15,439
30 Jun 13 30 Sep 12
$000 $000
Unearned premium liability as at beginning of period 15,439 15,959
Deferral of premiums on contracts w ritten in the period 112,087 145,710
Earning of premiums w ritten in previous periods (112,370) (146,230)
Unearned premium liability as at period ended 15,156 15,439
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Notes to the Financial Statements continuec
lFor the period ended 30 June 20132
TOWER Medical Insurance Limited

18. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

Financial assets are designated at fair value through profit or loss and include the following:

30 Jun 13 30 Sep 12
$000 $000
Interest-bearing securities 80,363 88,914
Total financial assets at fair value through profit or loss 80,363 88,914
19. DERIVATIVE FINANCIAL INSTRUMENTS
30 Jun 13 30 Sep 12
Notional Notional
amount Fair value amount Fair value
$000 $000
nterest rate swaps 2,500 2,638 11,500 3,318
Interest rate sw aps liabilities - - (5,000) (35)
Total derivative financial instruments 2,600 2,638 6,500 3,283
20. CURRENT TAX PAYABLE
30 Jun 13 a0 Sep 12
$000 $000
Total current period tax payable 2392 4,590
Provisional tax paid during the period (1.198) (4,357)
Current tax payable 1,194 233
21. DEFERRED TAX
30 Jun 13 30 Sep 12
$000 $000
Deferred tax assets
The balance conprises temporary differences attributable to:
Premium payback liabilities 2,854 14,439
Deferred tax on premium payback liabilities 12,854 14,439
Employee Provisions 164 -
Others 100 77
Sub-total other 264 77
Total deferred tax assets 13,118 14,516
30 Jun 13 30 Sep 12
$000 $000
Deferred tax liabilities
The balance comprises temporary differences attributable to:
Deferred acquisition costs 2,800 6,263
Deferred unearned commission 2,470 2,668
Total deferred tax liabllities 5,270 8,931
Deferred tax liabilities to be settled within 12 months 3,327 4,553
Deferred tax liabilities to be settled after more than 12 months 1,943 4,378
Total deferred tax liabilities 5,270 8,931
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Notes to the Financial Statements continued

For the pariod ended 30 June 2013
TOWER Medical Insurance Limited

21. DEFERRED TAX (continued)

30 Jun 13 30 Sep 12
$000 $000
Net deferred tax assets 7.848 5,585
Deferred tax assets to be recovered w ithin 12 months 2,999 (1.253)
Deferred tax assets to be recovered after more than 12 months 4,849 6,838
Net deferred tax assots 7,848 5,585
Premium
Employee payback
Movements benefits reserves Others Total
$000 $000 $000 $000
At 1 October 2011 - 14,582 66 14,648
(Charged)/credited to the Statement of Comprehensive income - (143) 1 {132)
At 30 Sep 2012 - 14,439 77 14,516
At 1 October 2012 - 14,439 77 14,516
(Charged)/credited to the Statement of Comprehensive lIncome 164 (1,585) 23 (1,398)
At 30 June 2013 164 12,854 100 13,118
Deferred
acquisition
Movements costs Total
$000 $000
At 1 Oct 2011 8,500 8,500
Charged to the Statement of Comprehensive Income 431 431
At 30 Sep 2012 8,931 8,931
At 1 Oct 2012 8.931 8,931
Credited to the Statement of Comprehensive Income (3.661) (3.661)
At 30 June 2013 5,270 5,270
22, CONTRIBUTED EQUITY
30 Jun 13 30 Sep 12
$000 $000
Ordinary shares
Fully paid 32,000 32,000
Total contributed equity 32,000 32,000

The total authorised number of ordinary shares is 32 million (2012: 32 million). All issued share are fully paid. There Is one class of ordinary

share. All shares issued carry equal voting rights.
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Notes to the Financial Statements continued
For the period @nded 30 June 2012
TOWER Medical Insurance Limited

23. RETAINED PROFITS

30 Jun 13 30 Sep 12
$000 $000
Balance at the beginning of the period 31,886 25,637
Net profit 308 13,249
Dividends {16,300) (7.000)
Balance at the end of the financial period 15,894 31,886
24. DIVIDENDS
9 Months Full year
30 Jun 13 30 Sep 12
$000 $000
Final dividend for the period ended 30 Sep 2012 - 7,000
Dividend paid 26 Dec 2012 9,600 &
Final dividend for the period ended 30 June 2013 6,700 -
Total dividends pald for the period 16,300 7,000

25. CONTINGENT LIABILITIES
The Company has no contingent liabilities as at reporting date. The Company is occasionally subject to claims and disputes as a commercial
outcome of conducting its insurance business. Provisions are recorded for these claims or disputes when it is probable that an outflow of

resources will be required to settle any obligations. Best estimates are included within claims reserves for any litigation that has arisen in the
usual course of business.

26. TRANSACTIONS AND BALANCES WITH RELATED PARTIES

From 1% December 2012, the company was acquired by nib nzed limited. During the year there have been transactions between the
Company and its parent and ultimate parent, nib holdings limited which have been conducted in the normal course of business. All
intercompany balances are current and repayable on demand. No debts have been written off or forgiven during the year.

Any previous amounts payable to or receivable by previous parent, TOWER Health and Life Limited and its ultimate parent, TOWER Limited
has been transferred to trade creditor or other receivable.

a) Related party transactions

Transactions during the year included partial settlement of intercompany balances and intercompany dividends as shown below:

30 Jun 13 30 Sep 12 Nature of Type of Transactions
$000 $000  Relationship
nib holding limited (AUS) 1,583 na Uttimate parent Management fees
nib holding mited (AUS) 217 na Uttimate parent Reimbursement of expenses
nib nzed fimited 16.300 na Parent Dividends

b) Related party balances

Related party receivable and payable balances of the Company at the reporting date were as follows. They are interest free and are
payable on demand.

Related party 30 Jun 13 30 Sep 12 Nature of Type of Transactions
$000 $000 Relationship

nib holding firited (AUS) 1,800 na Utimate parent Management fees and expenses

nib nzed limited (290) n/a Parent Reimbursement of payments
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Notes to the Financial Statements continued
Faor the period anded 30 June 2013
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26. TRANSACTIONS AND BALANCES WITH RELATED PARTIES (continued)
a) Key management personnel compensation

The remuneration of key personnel during the period was as below
30 Jun 2013 30 Sep 2012

$ $
Salaries and short-term employee benefits 60 -
independent directors fees 32 -
Total key management personnel com pensation’ 92 -

1Priar to 30 November 2012, the Company was charged a management fee relating to management expenses.
During the period ended 30 June 2013 some roles within Key Management Personnel were performed by employees of the ultimate parent

company, nib holdings limited. Compensation for this was provided by the Group through the management fee paid to the ultimate parent
disclosed above.

b) Loans to key management personnel
There have been no loans made to directors of the Company and other key management personnel.
¢) Other transactions with key management personnel and directors

Key management also hold various policies with the Company. These are operated as on normal terms.

27. EVENTS OCCURRING AFTER THE BALANCE SHEET DATE

There have not been any matters or circumstances that have arisen since the end of the reporting period that has significantly affected, or
may significantly affect the operations of the Company, the results of those operations, or the state of affairs of the Company in future
financial years.

28. INSURER FINANCIAL STRENGTH RATING

The Company has an insurer financial strength rating of ‘A-* (Excellent) issued by AM Best Company Inc. The rating has an effective date of
6 September 2012.
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29. SOLVENCY AND CAPITAL MANAGEMENT

The Company is required to comply with the Solvency Standards for non life insurance business published by the Reserve Bank of New
Zealand. The Solvency Standards were introduced in New Zealand under the Insurance (Prudential Supervision) Act 2010 and became
effective from 31 December 2012. The Soivency Standards determine the Minimum Solvency Capital required. A requirement of the
Company's insurance license is that it maintains capital above the Minimum Solvency Capital.

The Company has capital (net assets) of $47.894 million at 30 June 2013. After this capital is adjusted for deductions required under the
Solvency Standard the Company has Solvency Capital of $22.294 million (2012: 28.668 miliion). This compares to a Minimum Solvency
Capital required under the Solvency Standard of $10.068 million (2012: $11,931 million) equating to a Solvency Coverage Ratio of 2.21x

(2012 2.40x).

The Company has a capital management plan which establishes a benchmark for capital held in excess of the Minimum Solvency
Requirement; the aim is to keep a sufficient buffer in line with the Board's attitude to and tolerance for risk. The benchmark capital adequacy

coverage ratio is 1.75x.

Any capital in excess of the benchmark, taking a 12 month forward looking view, will be reduced by way of dividend to nib nzed limited. The
Company paid dividends to nib nzed limited of $9,600,000 in December 2012 and $6,700,000 in June 2013.

30 Jun 2013 30 Sep 2012

$000 $000

Actual Solvency Capital 22,294 28,668
Minimum Solvency Capital 10,068 11,931
Solvency Capital 12,226 16,737
Solvency Coverage Ratio 221 2.40
Internal benchmark 175 1.75
Internal benchmark requirement 17,620 20,879
Surplus assets over internal benchmark 4,674 7,810

30. COMPANY DETAILS

TOWER Medical Insurance Limited is a profit-oriented company incorporated in New Zealand under the New Zealand Companies Act 1993,
the address of its registered office is

Leve 3, 22 Fanshawe Street,

Auckland Central,
Auckland 1010 New Zealand.
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9 August 2013

Mr Nick Cory

Chief Financial Officer

TOWER Medical Insurance Limited
Level 3, 22 Fanshawe Street
AUCKLAND 1141

Dear Nick

Review of Actuarial Information contained in the Financial Statements as at
30 June 2013

Finity Consulting Pty Limited (Finity) has been asked by TOWER Medical Insurance
Limited (TMIL) to carry out a review of the 30 June 2013 actuarial information contained
in the financial statements and provide an opinion as to its appropriateness. This letter
sets out the findings of our review, as required under Section 78 of the Insurance

(Prudential Supervision) Act 2010.

Jamie Reid is an employee of Finity and is the Appointed Actuary of TMIL. Jamie Reid
and Finity have no relationship with TMIL apart from the Appointed Actuary role.

TMIL'’s policy is to seek and adopt the advice of the Appointed Actuary in respect of the
actuarial information contained in the financial statements. We confirm that the financial
statements as at 30 June 2013 have been prepared in accordance with this policy, and as
such satisfy the requirements of the Act.

In my opinion and from an actuarial perspective:

® The actuarial information contained in the financial statements has been
appropriately included in those statements

e  The actnarial information used in the preparation of the financial statements has
been used appropriately

¢  TMIL is maintaining the solvency margin that applies under a condition imposed
under section 21(2)(b), noting that the required margin is $0.

No limitations were placed on me in performing my review, and all data requested was
provided.
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This report is being provided for the sole use of TMIL for the purpose stated above. It is
not intended, nor necessarily suitable, for any other purpose and should only be relied on
the purpose for which it is intended.

Yours sincerely

Do BRI

Jamie Reid

Appointed Actuary

Fellow of the New Zealand Society of Actuaries
Fellow of the Institute of Actuaries of Australia
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