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Westpac Life-NZ- Limited

Directors’ report

The Board of Directors (‘Board’) has pleasure in presenting the financial statements of Westpac Life-NZ- Limited (‘Company’) and the independent
auditors’ report for the year ended 30 September 2013.

The shareholders_of the Company have exercised their rights under section 211(3) of the Companies Act 1993 and unanimously agreed that these
financial statements need not comply with any of the paragraphs (a) and (e) to (j) of section 211(1) of the Companies Act 1993.

The Board authorised these financial statements on 27 ja»—\lhf? Zoly

behalf of the Board.
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Westpac Life-NZ- Limited

Statement of comprehensive income for the year ended 30 September

2013 201
Note $°000 $'000
Insurance premium reveriue 5 126,748 19,002
Quitwards reinsurance premium expense {10,019) (9473)
Net premium revenue 116,729 109,529
Investment income 5 7,107 8,078
Feeincome and otherincome 5 20,029 1199
Net revenue 143,865 8,806
insurance claims and rebate expense (47,921) (47,568)
Reinsurance recoveries revenue 5 7,102 7484
Net claims expenses {40,819) (40,084)
Changes in policy liabilities TR 2,900 2,635
Cther operating expenses 6 (49,036) (46,178)
Net claims and expenses (86,955) (73627)
Profit before income tax expense 56,910 55,179
Income taxexpense 7 {6,812) (7.233)
Profit after income tax expense 50,098 47,946
Other comprehensiveincome R - -
Total comprehensive income, net of tax 50,098 47946
Profit after income tax expense and total comprehensive income, net of tax,
attributable to:
Quners of the Company 50,098 47946
50,098 47,946

The above statement of comprehensive income should be read in conjunction with the accompanying notes.

]

pwe



Westpac Life-NZ- Limited

Statement of changes in equity for the year ended 30 September

Attributable to owners of the Company

Share Capital Retained Profits Total

Note $'000 $'000 $'000

As at 10ctober 2011 75,200 77,751 152,951
Year ended 30 September 2012

Profit afterincome t_ax expense - 47,946 47,946

Total comprehensive income for the year ended 30 September 2012 - 47 946 47,946

As at 30 September 2012 75,200 125,697 200,897
Year ended 30 September 2013

Profit afterincome taxexpense - 50,098 50,098

Total comprehensive income for the year ended 30 September 2013 - 50,098 50,098

As at 30 September 2013 75,200 175,795 250,995

The above statement of changes in equity should be read in conjunction with the accompanying notes.
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Westpac Life-NZ-

Balance sheet as at 30 September

Limited

2013 202

Note $'000 $'000
Assets
Cash and cash equivalents B 12,120 8,10
Derivative financial instruments B 1,018 -
Financial assets at fair value through profit or loss LY 237,185 8907
Reinsurance recoveries receivable 5,990 5,963
Property, plant and equipment 1 6 27
Other assets 1,665 1430
Total assets 257,884 204 556
Liabilities
Derivative financial instruments B - 807
Current tax liabilities 7,240 2,717
Dueto related entities b 6,080 6,593
Claims reserve 22,735 20,233
Policy liabilities 2 (51,464) (48,564)
Deferred taxliabilities B 20,715 20,563
Other liabilities # 1,683 130
Total liabilities 6,889 3659
Net assets 250,995 200,897
Equity
Share capital B 75,200 75,200
Retained profits 175,795 25697
Total equity attributable to owners of the Company 250,996 200,897

The above balance sheet should be read in conjunction with the accompanying notes.
o
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Westpac Life-NZ- Limited

Statement of cash flows for the year ended 30 September

2013 201
$'000 $'000
Cash flows from operating activities
Interest received 1,075 727
Premiums received 126,748 19,002
Otherincome received 18.069 9,782
Reinsurance income received 7,075 7,226
Claims and rebates payments (45,419) (45,694)
Reinsurance payments (10,019) (9,473)
Other operating expenses paid (49,267) (44,002)
Income taxes paid (2,137) (1683)
Net cash provided by operating activities 46,125 35,885
Cash flows from investing activities
Sale of investments 80,61 48,358
Purchase of investments (122,747) (87,169)
Sale of property, plant and equipment 12 -
Purchase of property, plant and equipment - (20)
Net cash used in investing activities (42.124) (38839
Net increase/{(decrease) in cash and cash equivalents 4,001 (2,946)
Cash and cash equivalents at the beginning of the year §.119 1065
Cash and cash equivalents at the end of the year 12,120 8,19
Reconciliation of profit after income tax expense to net cash provided by operating
activities
Profit after income taxexpense 50,098 47,946
Adjustments:
Depreciation 9 ©
Fair value gains on financial assets at fair value through profitorloss (6,032) (7,357
Movement in due to related entities {513) 2,091
Movement in other assets {135) (361
Movement in derivative financial instruments {1,825) (1057)
Movement in current taxliabilities and deferred tax liabilities 4,675 5,550
Movement in claims reserve (net of reinsurance recoveries receivable) 2,475 166
Movement in policy liabilities (2,900) (12,635)
Movement in other liabilities 273 74
Net cash provided by operating activities 46,125 35,885

The above statement of cash flows should be read in conjunction with the accompanying notes.




Westpac Life-NZ- Limited

Notes to the financial statements

Note 1. General Information

These financial statements were authorised for issue by the Board on 24 Junuw7 2o ty . The Board has the power to amend the
financial statements after they are authorised for issue.

The Company’s primary activities are the development, underwriting and management of products under life insurance legislation providing
insurance cover against the risks of death, disability, redundancy and bankruptcy. The Company also manages some insurance agency
arrangements.

Note 2. Summary of significant accounting policies

a. . Statutory base

These financial statements have been prepared and presented in accordance with the Financial Reporting Act 1993 (New Zealand) and the

. Companies Act 1993 (New Zealand). These financial statements have also been prepared in accordance with New Zealand Generally Accepted
Accounting Practice, applicable New Zealand equivalents to International Financial Reporting Standards (‘NZ IFRS’) and other authoritative
pronouncements of the External Reporting Board, as appropriate for profit-ariented entities. These financial statements comply with International
Financial Reporting Standards ('IFRS’), as issued by the International Accounting Standards Board. The Company is carrying on insurance business
in New Zealand and is therefore subject to the requirements set out in the Insurance (Prudential Supervision) Act 2010 ("the Act"), including
licensing and supervision by the Reserve Bank of New Zealand (‘RBNZ’). The Company was granted a fuil licence by the RBNZ on 1 May 2013 which
replaces the provisional licence the Company had been operating under since 22 February 2012.

b. Basis of preparation
The financial statements are based on the general principles of historical cost accounting, as modified by fair value accounting for financial assets

and financial liabilities at fair value through profit or loss, including derivative contracts. The going concern concept and the accrual basis of
accounting have been adopted. All amounts are expressed in New Zealand dollars unless otherwise stated.

The same accounting policies and methods of computation have been followed in preparing these financial statements that were used in preparing
the financial statements for the year ended 30 September 2012.

Certain comparative information has been restated to ensure consistent treatment with the current reporting period. Where there has been a
material restatement of comparative information, the nature of, and the reason for, the restatement is disclosed in the relevant note.

The preparation of financial statements in conformity with NZ IFRS requires the use of certain critical accounting estimates. It also requires
management to exercise its judgment in the process of applying the Company's accounting policies. The areas involving a higher degree of
judgment or complexity, or areas where assumptions and estimates are significant to the financial statements are disclosed in Note 2(h).

¢. Rounding of amounts
Amounts in these financial statements have been rounded to the nearest thousand dollars unless otherwise stated.

d. Foreign currency

Items included in the financial statements are measured using the currency of the primary economic environment in which the Company operates
(the ‘functional currency’). The financial statements of the Company are presented in New Zealand dollars, which is the Company’s functional and
presentation currency.

Foreign currency monetary assets and liabilities have been translated into New Zealand dollars at the rate of foreign exchange prevailing as at the
balance date. Transactions denominated in a foreign currency are converted to New Zealand dollars at the exchange rates in effect at the date of
the transaction.

Foreign exchange differences relating to monetary items and gains and losses arising from foreign exchange dealings by the Company have been
included in the statement of comprehensive income.

e. Particular accounting policies

Revenue recognition

Premium revenue

Premiums relating to policy liabilities with a regular due date are recognised as revenue in the statement of comprehensive income when they
become payable by the contract holders. Premiums with no due date are recognised as revenue on a cash received basis. Premiums are shown
before deduction of commission. There is no material deposit component.

Reinsurance premium and recoveries

Premium ceded to reinsurers is recognised as an expense in accordance with the pattern of reinsurance service received. Reinsurance recoveries
are recognised as revenue. Recoveries receivable are measured as the present value of the expected future receipts, calculated on the same basis
as the liability for outstanding claims.

Interest income

Interest income for all interest earning financial assets including those at fair value is recognised in the statement of comprehensive income using
the effective interest method. .

The effective interest method is a method of calculating the amortised cost of a financial asset or a financial liability and of allocating the interest
income or interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash payments
or receipts through the expected life of the financial instrument to the net carrying amount of the financial asset or financial liability. When
calculating the effective interest rate, cash flows are estimated based upon all contractual terms of the financial instrument (e.g. prepayment
options) but do not consider future credit losses. The calculation includes all fees and other amounts paid or received between parties to the
contract that are an integral part of the effective interest rate, transaction costs and all other premiums or discounts.




Westpac Life-NZ- Limited

Notes to the financial statements

Note 2. Summary of significant accounting policies (continued)
Fee and commission income

Fee income which arises from commissions received on insurance business and refunds received in relation to reinsurance arrangements are
recognised in the statement of comprehensive income on an accrual basis over the period during which the services are performed.
Gain or loss on financial assets at fair value through profit or loss

Realised gains or losses, and unrealised gains or losses arising from changes in the fair value of financial assets at fair value through profit or loss
are recognised as investment income in the statement of comprehensive income in the period in which they arise. Interest income on financial
assets at fair value through profit or loss is recognised as part of interest income. .

Gain or loss on sale of property, plant and equipment

The gain or loss arising on the disposal or retirement of property, plant and equipment is determined as the difference between the sale proceeds
less costs of disposal and the carrying amount of the respective asset and is recognised in the statement of comprehensive income as other
income.

Expense recognition

Claims expenses

All incurred insurance claims are recognised as expenses in the statement of comprehensive income. Claims are recognised in the statement of
comprehensive income when the liability to the policy holder under the policy contract has been established, or upon notification of the insured
event depending on the type of claim. There is no material deposit component.

Policy acquisition expenses

Policy acquisition expenses are the expenses of acquiring new husiness including commissions and similar distribution expenses, expenses of
accepting, issuing and initially recording policies.

Policy maintenance expenses

Policy maintenance expenses are the expenses of administering policies subsequent to sale and maintaining operations such-that they are
sufficient to service existing policies. These include general growth and development expenses and all operating and management expenses other
than policy acquisition and investment management expenses.

Investment management expenses
Investment management expenses are the expenses of managing investment funds.

Taxation
Income tax
Income tax expense on the profit for the year comprises current tax and movement in deferred tax balances.

Current tax is the expected tax payable on the taxable income for the financial year, using tax rates that have been enacted or substantively
enacted as at the balance date, and any adjustment to tax payable in respect of previous years.

Deferred tax is accounted for using the balance sheet method, providing for temporary differences between the carrying amounts of assets and
liabilities in the financial statements and the corresponding amounts used for taxation purposes. Deferred tax assets and liabilities are not
recognised if the temporary difference arises from the initial recognition of assets and liabilities that affect neither accounting nor taxable profit.
The amount of deferred tax provided is based on the expected manner of realisation or settlement of the carrying amount of assets and liabilities,
using tax rates that have been enacted or substantively enacted as at the balance date that are expected to apply when the liability is settled or the
asset is realised.

Except as noted above, deferred tax liabilities are recognised for all taxable temporary differences and deferred tax assets are recognised to the
extent that it is probable that future taxable profits will be available against which the asset can be utilised.

For presentation purposes deferred tax assets and deferred tax liabilities have been offset where they relate to income taxes levied by the same
taxation authority on the Company. C

Goods and services tax
Revenue, expenses and assets are recognised net of goods and services tax (‘GST’) except to the extent that GST is not recoverable from the Inland

Revenue. In these circumstances, the GST is recognised as part of the expense or the cost of the asset.
Assets

Financial assets

The Company classifies its financial assets either as financial assets at fair value through profit or loss or as loans and receivables. Management
determines the classification of its financial assets at initial recognition.




Westpac Life-NZ- Limited

Notes to the financial statements
Note 2. Summary of significant accounting policies (continued)

. Financial assets at fair value through profit or loss

This category has two sub-categories: first, financial assets held for trading and second, those designated at fair value through profit or loss
at inception. A financial asset is classified in this category if acquired principally for the purpose of seiling it in the near term, if it is part of a
portfolio of financial assets that are managed together and for which there is evidence of a recent pattern of short-term profit taking, if it is a
derivative that is not a designated hedging instrument, or if so designated on acquisition by management. This designation may only be
made if the financial asset contains an embedded derivative, it is managed on a fair value basis in accordance with a documented risk
management strategy or if designating it at fair value reduces an accounting mismatch.

. Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. They
arise when the Company provides money, goods or services directly to a debtor with no intention of trading the receivable.

Recognition and measurement of financial assets

Purchases and sales of financial assets at fair value through profit or loss are recognised on trade-date, being the date on which the Company
commits to purchase or sell the asset. Loans and receivables are recognised when the Company becomes a party to the contractual provision of the
instrument. Financial assets at fair value through profit or loss are recognised at fair value. Loans and receivables are recognised initially at fair
value plus directly attributable transaction costs.

Financial assets at fair value through profit or loss are subsequently carried at fair value. Loans and receivables are subsequently carried at
amortised cost using the effective interest method. Realised and unrealised gains or losses arising from changes in the fair value of financial assets
at fair value through profit or loss are included in the statement of comprehensive income in the period in which they arise.

The fair values of quoted investments in active markets are based on current bid prices. If the market for a financial asset is not active the
Company establishes fair value by using valuation techniques. These include the use of recent arm’s length transactions, discounted cash flow
analysis, option pricing models and other valuation techniques commonly used by market participants.

Derecognition of financial assets

Financial assets are derecognised when the rights to receive cash flows from the financial assets have expired or where the Company has
transferred all the risks and rewards of ownership.

Cash and cash equivalents

Cash and cash equivalents include cash at bank, at call money market deposits and other investments in highly liquid assets. Cash and cash
equivalents are brought to account at the face value or the gross value of the outstanding balance, where appropriate. They are accounted for as
loans and receivables.

Fixed income securities

Fixed income securities are stated at fair value which is the market price of individual securities held at balance date.

Shares in listed companies and units held in unit trusts or managed funds

Shares in listed companies and units held in unit trusts or managed funds are stated at net market value based on the end-of-day price quoted by
the stock exchange or fund manager.

Derivative financial instruments

Derivative financial instruments including forwards, futures, swaps and options are recognised in the balance sheet at fair value. Fair values are
obtained from quoted market prices, independent dealer price quotations, discounted cash flow models and option pricing models, which
incorporate current market and contractual prices for the underlying instrument, time to expiry, yield curves and volatility of the underlying
instrument. Derivatives are carried as assets or liabilities when the fair value is positive or negative.

Assets and liabilities arising under reinsurance contracts

The benefits to which the Company is entitled under its reinsurance contracts held are recognised as reinsurance assets. These assets consist of
short-term balances due from reinsurers, as well as longer term receivables that are dependent on the expected claims and benefits arising under
the related insured insurance contracts. Amounts recoverable from or due to reinsurers are measured consistently with the amounts associated
with the reinsured insurance contracts and in accordance with the terms of each reinsurance contract. Reinsurance liabilities are primarily
premiums payable for reinsurance contracts and are recognised as an expense when due.

Due from related entities

Due from related entities includes accrued income receivable and balances due from other related entities controlied by Westpac Banking
Corporation (‘WBC'), the Ultimate Parent Bank.

Other assets
Other assets include commissions receivable under insurance agency arrangements.



Westpac Life-NZ- Limited

Notes to the financial statements

Note 2. Summary of significant accounting policies (continued)
Impairment of financial assets
The following accounting policy applies to the impairment of financial assets carried at amortised cost.

The Company assesses at each balance date whether there is objective evidence that a financial asset or group of financial assets is impaired. A
financial asset or a group of financial assets is impaired and impairment charges are recognised if there is objective evidence of impairment as a
result of one or more events that occurred after the initial recognition of the asset (a ‘loss event’) and that loss event (or events) has an impact on
the estimated future cash flows of the financial asset or group of financial assets that can be reliably estimated.

Objective evidence that a financial asset or group of assets is impaired includes observable data that comes to the attention of the Company about
the following loss events:

(i)  significant financial difficulty of the issuer or obligor;
(i) a breach of contract, such as a default or delinquency in interest or principal payments;

(iii) the Company granting to the borrower, for economic or legal reasons relating to the borrower’s financial difficulty, a concession that the
Company would not otherwise consider;

(iv) it becoming probable that the borrower will enter bankruptcy or other financial reorganisation;
(v} the disappeararice of an active market for that financial asset because of financial difficulties; or

(vi) observable data indicating that there is a measurable decrease in the estimated future cash flows from a group of financial assets since the
recognition of those assets, although the decrease cannot yet be identified with the individual financial assets in the Company, including:

(@) adverse changes in the payment status of borrowers in the group; or
(b) national or local economic conditions that correlate with defaults on the assets in the group.

The Company first assesses whether objective evidence of impairment exists individually for financial assets that are individually significant, and
individually or collectively for financial assets that are not individually significant. If the Company determines that no objective evidence of
impairment exists for an individually assessed financial asset, whether significant or not, it includes the asset in a group of financial assets with
similar credit risk characteristics and collectively assesses them for impairment. Assets that are individually assessed for impairment and for which
an impairment loss is or continues to be recognised are not included in a collective assessment of impairment.

If there Is objective evidence that an impairment on loans and receivables has been incurred, the amount of the charge is measured as the
difference between the asset’s carrying amount and the present value of estimated future cash flows (excluding future credit losses that have not
been incurred) discounted at the financial asset’s original effective interest rate. The carrying amount of the asset is reduced through the use of a
provision account and the amount of the loss is recognised in the statement of comprehensive income. If a loan has a variable interest rate, the
discount rate for measuring any impairment is the current effective interest rate determined under the contract.

Property, plant and equipment

Property, plant and equipment are carried at cost less accumulated depreciation and impairment losses. Cost is the fair value of the consideration
provided plus incidental costs directly attributable to the acquisition. Other subsequent expenditure is capitalised only when it increases the future
economic benefits embodied in the item of property, plant and equipment. All other expenditure is recognised in the statement of comprehensive
income as an expense as incurred. Impairment losses are recognised as other operating expense in the statement of comprehensive income.

Depreciation is calculated using the straight-line method to allocate the costs of assets less any residual value over their estimated useful lives, as
follows:

« Equipment Up to 4 years
« Furniture and fittings 4 to 10 years
Impairment of non-financial assets

The carrying amount of the Company’s non-financial assets, other than deferred tax assets, are reviewed as at each balance sheet date to
determine whether there is any indication of impairment. If such an indication exists, the asset’s recoverable amount is estimated. An impairment
charge is recognised whenever the carrying amount of an asset or its cash generating unit (CGU’) exceeds its recoverable amount. Where an
impairment charge subsequently reverses, the carrying amount of the asset (or CGU) is increased to the revised estimate of its recoverable amount,
such that the increased carrying amount does not exceed the carrying amount that would have been determined had no impairment charge been
recognised for the asset (or CGU) in prior years. Impairment charges and reversals of impairment charges are recognised in the statement of
comprehensive income.

The recoverable amount of an asset is the greater of its 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 to the asset. For an asset that does not generate largely independent cash inflows, the recoverable amount is determined for
the CGU to which the asset belongs.

Liabilities

Financial liabilities

The Company classifies its financial liabilities in the following categories: financial liabilities at fair value through profit or loss and financial
liabilities at amortised cost.

e Financial liabilities at fair value through profit or loss

This category has two sub-categories: first, financial liabilities held for trading and second, those designated at fair value through profit or loss
at inception. A financial liability is classified in this category if incurred principally for repurchasing it in the near term, if it is part of a
portfolio of financial liabilities that are managed together and for which there is evidence of a recent pattern of short-term profit taking, if it is
a derivative that is not a designated hedging instrument, or if so designated on initial recognition by management. This designation may only
be made if the financial liability contains an embedded derivative, it is managed on a fair value basis in accordance with a documented risk
management strategy or if designating it at fair value reduces an accounting mismatch.

10




Westpac Life-NZ- Limited

Notes to the financial statements
Note 2. Summary of significant accounting policies (continued)

e Financial liabilities at amortised cost
This category includes all financial liabilities other than those at fair value through profit or loss. Liabilities in this category are measured at
amortised cost.
Due to related entities
This amount includes amounts due to other entities controlled by WBC. Due to related entities includes accrual expense balances due to other
related entities. They are measured at amortised cost.
Claims reserve
Provision has been made for liabilities in respect of insurance claims notified but not settled at balance date, together with an allowance for
incurred but not reported insurance claims.
Policy liabilities
Policy liabilities arising from insurance contracts are calculated by using the margin on service methodology in accordance with New Zealand
Society of Actuaries Professional Standard 3 Determination of Life Insurance Policy Liabilities. Under this methodology, planned profit margins and
an estimate of future liabilities are calculated separately for each major product line using applied assumptions at each reporting date. Profit
margins are released over each financial period in line with the service that has been provided. The net impact of reinsurance on policy liabilities
has been assessed to be immaterial. ;
Liability adequacy test
Expected future cash flows are reviewed to establish the present value of the estimated future expenses for the group of related products against
the present value of estimated future revenues. Where there is a shortfall in the liabilities, a loss is recognised in the statement of comprehensive
income in the reporting period in which the assessment is made.
Employee entitlements
The following accounting policies relate to wages and salaries, annual leave, sick leave, long service leave and superannuation obligations. All
employees are employed by other entities controlled by WBC, rather than by the Company. These entities pay these expenses to the employees and
are then reimbursed by the Company.
s Wages and salaries, annual leave and sick leave

Liabilities for wages and salaries, including non-monetary benefits and annual leave expected to be settled within 12 months of the balance
date are recognised in other liabilities in respect of employees’ services and are measured at the amounts expected to be paid when the
liabilities are settled.

No provision is made for non-vesting sick leave as the pattern of sick leave taken indicates that no additional liability will arise for non-vesting
sick leave.
o Long service leave

Liabilities for long service leave expected to be settled within 12 months of the balance date are recognised in other liabilities and are
measured at the amounts expected to be paid when the liabilities are settled.

Liabilities for long service leave and other deferred employee benefits expected to be settled more than 12 months from the balance date are
recognised in the provision for long service leave and are measured at the present value of future payments expected to be made in respect of
services provided by employees up to the balance date. Consideration is given to expected future wage and salary levels, experience of
employee departure and periods of service. Expected future payments are discounted to their net present value using market yields as at the
balance date on government bonds with terms that match as closely as possible to the estimated timing of future cash flows.

e Superannuation obligations
Obligations for contributions to the defined contribution superannuation scheme are recognised as operating expense in the statement of
comprehensive income as incurred.

Equity

Ordinary shares

Ordinary shares are recognised at the amount paid up per ordinary share, net of directly attributable issue costs.

Statement of cash flows

Basis of presentation

The statement of cash flows has been presented in accordance with New Zealand equivalent to International Accounting Standards (NZ 1AS’) 7
Statement of Cash Flows.

Cash and cash equivalents .
Cash and cash equivalents reflect the balance of cash and liquid assets used in the day-to-day cash management of the Company, which are readily
convertible to a known amount of cash at the Company’s option.

f. Offsetting

Financial assets and financial liabilities are offset and the net amount reported in the balance sheet when there is a legally enforceable right to set
off the recognised amounts and there is an intention to settle on a net basis, or to realise the asset and settle the liability simultaneously.

il
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Westpac Life-NZ- Limited

Notes to the financial statements
Note 2. Summary of significant accounting policies (continued)

g.

Future accounting developments

The following new standards, interpretations and amendments have been issued, but are not yet effective and have not been early adopted by the
Company:

h.

NZ IFRS 9 Financial Instruments - If this standard is not early adopted it will be effective for the 30 September 2016 financial year end. The
major changes under the standard are that:

o it replaces the multiple classification and measurement models in NZ IAS 39 Financial Instruments: Recognition and Measurement with a
single model that has two classification categories: amortised cost and fair value;

+ afinancial asset is measured at amortised cost if two criteria are met: a) the objective of the business model is to hold the financial
assets for the collection of the contractual cash flows; and b) the contractual cash flows under the instrument solely represent the
payment of principal and interest;

. if a financial asset is eligible for amortised cost measurement, an entity can elect to measure it at fair value if it eliminates or significantly
reduces an accounting mismatch;

s there will be no separation of an embedded derivative where the instrument is a financial asset;

e equity instruments must be measured at fair value, however, an entity can elect on initial recognition to present the fair value changes on
an equity investment directly in other comprehensive income. There is no subsequent recycling of fair value gains and losses to profit or
loss, however, dividends from such investments will continue to be recognised in profit or loss; and

. if an entity holds an investment in asset-backed securities it must determine the classification of that investment by looking through to
the underlying assets and assess the credit quality of the investment compared with the underlying portfolio of assets. If an entity is
unable to look through, then the investment must be measured at fair value.

The reissued version of the standard in December 2010 included the requirements for classification and measurement of financial instruments
including both financial assets and financial liabilities as well as recognition and derecognition requirements for financial instruments. The
main additional change as a result of the reissued version relates to the measurement of financial liabilities. Specifically, the portion of a
change of fair value relating to the entity’s own credit risk for financial liabilities measured at fair value utilising the fair value option is
presented in other comprehensive income, except when that would create an accounting mismatch. If such a mismatch would be created or
enlarged, the entity is required to present all changes in fair value (including the effects of changes in the credit risk of the liability) in profit or
loss.

The standard will impact the classification and measurement of the Company’s financial instruments.

NZ IFRS 13 Fair Value Measurement - The new standard was issued in June 2011 and is applicable to the Company in the 2014 financial year.
The new standard establishes a single source of guidance under NZ IFRSs for determining the fair value of assets and liabilities. The new
standard does not change when an entity is required to use fair value, but rather, provides guidance on how to determine fair value under NZ
IFRS when fair value is required or permitted by that NZ IFRS. It is not expected to have a material impact on the Company.

Disclosures - Offsetting Financial Assets and Financial Liabilities (Amendments to NZ IFRS 7) was issued in February 2012 and will be effective
to the Company in the 2014 financial year. The amendment requires disclosure of information that will enable users to evaluate the effect or
potential effect of netting arrangements, including rights of set-off associated with recognised financial assets and liabilities on the Company’s
financial position. The amendment is not expected to have a material impact on the Company.

Offsetting Financial Assets and Financial Liabilities (Amendments to NZ 1AS 32 Financial Instruments: Presentation (‘NZ IAS 32%) was issued in
February 2012 and will be effective to the Company in the 2015 financial year. The amendment provides application guidance to addressing
inconsistencies applied to offsetting criteria provided in NZ IAS 32, including clarifying the meaning of current legal enforceable right of set-off
and that some gross settlement systems may be considered as the equivalent to net settlement. The amendment is not expected to have a
material impact on the Company.

Critical accounting estimates, judgment and assumptions

The application of the Company’s accounting policies necessarily requires the use of estimates, judgment and assumptions. Should different
estimates, judgment or assumptions be applied, the resulting values would change, impacting the net assets and income of the Company. The
Company makes estimates and assumptions that affect the reported amount of assets and liabilities at year end.

Estimates and judgment are regularly evaluated and are based on historical experience and other factors, including expectations of future events
that are believed to be reasonable under the circumstances.

The nature of assumptions and estimates used and the value of the resulting asset and liability balances are included in the policies below.
Uncertainty over valuation of life insurance policy liabilities

Policy liabilities arising from life insurance contracts are computed at each reporting date using statistical and mathematical methods. The
valuations are prepared by suitably qualified personnel on the basis of recognised actuarial methods and with due regard to the actuarial principles
laid down in actuarial standards and guidance. The methodology takes into account the risks-and uncertainties of the particular classes of business
written.

The key factors that affect the estimation of these liabilities are:

mortality and morbidity experience on life insurance products;
persistency experience which affects the Company’s ability to recover the cost of acquiring new business over the lives of the contracts; and
the cost of providing benefits and administering these insurance contracts.

In addition, factors such as regulation, competition, interest rates, taxes, the performance of the capital markets and general economic conditions
affect the level of these liabilities.

The uncertainties surrounding these assumptions mean that it is likely that the actual observed claims incidence will vary from the liability
estimated at the reporting date.

See Note 3 for more detail on the valuation of the policy liabilities and the assumptions applied.
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Westpac Life-NZ- Limited

Notes to the financial statements

Note 2. Summary of significant accounting policies (continued)

Assets arising from reinsuraince contracts

Assets arising from reinsurance contracts are also computed using the above methods. In addition, the recoverability of these assets is assessed
on a periodic basis to ensure that the balance is reflective of the amounts that will ultimately be received, taking into consideration factors such as
counterparty and credit risk. Impairment is recognised where there is objective evidence that the Company may not receive amounts due to it and
these amounts can be reliably measured.

Assets arising from reinsurance contracts are recognised in the balance sheet as reinsurance recoveries receivable.

Income taxes

The Company is subject to income taxes in New Zealand. Significant judgment is required in determining the provision for income taxes. There are
many transactions and calculations undertaken during the ordinary course of business for which the ultimate tax determination is uncertain. The
Company estimates its tax liabilities based on the Company’s understanding of the tax law. Where the final outcome of these matters is different
from the amounts initially recorded, such differences will impact the current and deferred tax provisions in the period when such determinations
are made. -

Fair value of financial instruments

Financial instruments classified as held for trading or designated at fair value through profit or loss are recognised in the financial statements at
fair value. All derivatives are measured and recognised at fair value.

The fair value of a financial instrument is the amount at which the instrument could be exchanged in a current transaction between willing parties,
other than in a forced or liguidation sale.

Financial instruments are either priced with reference to a quoted market price for that instrument or by using a valuation model. Where the fair
value is calculated using a valuation model, the methodology used is to calculate the expected cash flows under the terms of each specific contract
and then discount these values back to the present value. These models use as their basis independently sourced market parameters including, for
example, interest rate yield curves, equities and commodities prices, option volatilities and currency rates. Most market parameters are either
directly observable or are implied from instrument prices. However, profits or losses are recognised upon initial recognition only when such profits
can be measured solely by reference to observable current market transactions or valuation techniques based solely on observable market inputs.
In the event that inputs into valuation techniques are non-market observable any day-one profit or loss is amortised over the life of the transaction.
The calculation of fair value for any financial instrument may also require adjustment of the quoted price or mode! value to reflect the cost of credit
risk (where not embedded in underlying models or prices used) or to reflect hedging costs not captured in pricing models (to the extent they would
be taken into account by a market participant in determining a price). The process of calculating fair value on illiguid instruments or from a
valuation model may require estimation of certain pricing parameters, assumptions or model characteristics.

These estimates are calibrated against industry standards, economic models and observed transaction prices.

The fair value of financial instruments is provided in Note 18.

Note 3. Actuarial assumptions and methods

a. Actuarial policies and methods for the Company

The effective date of the actuarial valuation of policy liabilities and solvency reserving requirement is 30 September 2013. The actuarial valuation
for the Company was prepared by lan New, who is the Appointed Actuary of the Company and a Fellow of the New Zealand Society of Actuaries.

Policy liabilities for life insurance contracts are amounts which, when taken together with future premiums and investment earnings, are required
to meet the payment of future benefits and expenses, and incorporate profit margins on existing business to be released when earned in future
periods.

b. Disclosure of assumptions

The valuations included in the reported results are calculated using assumptions about certain key underlying variables. The assumptions are
determined by the Appointed Actuary of the Company based on results of annual investigations into the experience of the Company’s in force
business, industry experience data and data provided by the Company’s reirisurers.

After making appropriate checks, the Appointed Actuary of the Company was satisfied as to the accuracy of the data from which the amount of
insurance policy liabilities has been determined.

The key assumptions used in determining policy liabilities for the major products are disclosed below.
(i) Discount rates
The discount rates used to determine policy liabilities were as follows:

2013 201
Loan Cover : 2.557% 2225%
Mortgage Insurance and Flexicover insurance 3485% 2465%
Bill Protection Insurance 3.485% 3.330%
Other Major Products 4.507% 3.330%

These assumed discount rates are gross of tax and net of investment and management expenses.
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Notes to the financial statements

Note 3. Actuarial assumptions and methods (continued)

(i)  Profit carriers

The profit carriers for the products which were valued on a projection basis were as follows:

Product type , Method Profit Carrier
Term Cover Projection Premium
Gold Term Cover » Projection Premium
Simplicity Life Projection Premium
Disability Income Insurance Projection Premium
Gold Disability Income Insurance Projection Premium
Flexicover Insurance Projection Premium
Mortgage Insurance, excluding Ex-Trust Bank Mortgage Insurance Projection Claims
Loan Cover Projection Claims
Bill Protection Insurance Projection Premium
Lifetime Guarantee and Kiwilife Senior Projection Claims
Kiwilife, Kiwicover and Kiwiguard Projection Premium
Accident Cover Projection Premium
Ex-Trust Bank Mortgage Insurance Projection Premium
(i) Maintenance expenses
The non-commission maintenance expenses allowances assumed were as follows:
2013 2012

Product Maintenance Maintenance

Expense Expense
Term Cover ($ per annum per policy) $25.32 $20.88
Gold Term Cover ($ per annum per policy) ‘ $25.32 $29.16
Simplicity Life ($ per annum per policy) $24.48 $23.28
Disability Income Insurance (§ per annum per policy) $25.32 . $29.16
Gold Disability Income Insurance ($ per annum per policy) $25.32 $29.16
Flexicover Insurance (% of premiums) 5.2% 5.2%
Mortgage Insurance (% of original single premium spread over the term) 10.0% 8.0%
Loan Cover (% of original single premium spread over the term) 10.0% 8.0%
Bill Protection Insurance ($ per annum per policy) $34.80 $29.16
Lifetime Guarantee and Kiwilife Senior ($ per annum per policy) $34.80 $23.28
Kiwilife, Kiwicover and Kiwiguard ($ per annum per policy) $24.48 $23.28
Accident Cover ($ per annum per policy) $24.48 $23.28
Ex-Trust Bank Mortgage Insurance (% of premiums) 5.2% 5.2%

(iv) Inflation and automatic index of benefits

Maintenance expenses are assumed to increase at 2.5% per annum (30 September 2012: 2.5% per annum). Term cover policies and disability
income insurances with automatic inflation linked indexation of benefits are assumed to have benefit increases of 2.5% per annum (30 September
2012: 2.5% per annum).

(v) Taxation

For the purposes of the actuarial calculations, a taxation rate of 28% (30 September 2012: 28%) has been assumed throughout. The taxation basis
that applies post enactment of the Taxation (International Taxation, Life Insurance and Remedial Matters) Act (‘Taxation Act’) has been assumed to
apply, with allowance for the transitional tax arrangements provided under that Taxation Act.

A GST taxation rate of 15% (30 September 2012: 15%) has been assumed throughout.
(vi) Rebate Values

Future policy rebate values are projected on the basis of the Company’s current practice.
vii) Unit-Linked business

The Company has no unit-linked business.

(viii) Participating Business

The Company has no participating business.
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Notes to the financial statements

Note 3. Actuarial assumptions and methods (continued)

(ix) Mortality and morbidity

The projected rates of claims reflect industry experience in New Zealand and Australia together with the Company’s experience where appropriate.
The tables used as a basis for mortality and morbidity assumptions were as follows:

Product 2013 2012

Term Cover and Gold Term Cover 88% of NZ04 males/females with adjustments 91% of NZ04 males/females with adjustments
for smoker status and selection for smoker status and selection

Disability Income Insurance and Gold Adjusted CIDA 85 Adjusted CIDA 85

Disability Income Insurance

Simplicity Life, Kiwilife, Life components of Adjusted NZ04 : Adjusted NZ04

Mortgage Insurance, Flexicover Insurance,
Ex-Trust Bank Mortgage Insurance and Loan

Cover
Lifetime Guarantee and Kiwilife Senior Adjusted NZ 95/97 Adjusted NZ 95/97
Disability components of Mortgage Insurance, . Adjusted CIDA 85 Adjusted CIDA 85

Flexicover Insurance, Ex-Trust Bank Mortgage
Insurance, Bill Protection Insurance and Loan
Cover

Kiwicover, Kiwiguard and Accident Cover Adjusted NZ 95/97 Adjusted NZ 95/97

(x) Rates of discontinuance
Projected rates of discontinuance of policies were as follows:

Product ' 2013 2012
Term Cover (% per annum) 7.0% to 18.0% 10.0%
Gold Term Cover (% per annum) 7.0% to 8.0% 7.0%
Simplicity Life (% per annum) 10.0% 10.0%
Disability' Income Insurance (% per annum) 7.0% 8.0%
Gold Disability Income Insurance (% per annum) 10.0% 12.0%
Mortgage Insurance (% per annum) 15.0% 15.0%
Flexicover Insurance (% per annum) 12.0% to 21.0% 18.0%
Loan Cover (% per annum) 26.0% to 60.0% 35.0%
Bill Protection Insurance (% per annum) . 18.0% 20.0%
Lifetime Guarantee (% per annum) . 1.5% 1.5%
Kiwilife (% per annum) 10.0% 10.0%
Kiwilife Senior (% per annum) 3.0% 3.0%
Kiwicover, Kiwiguard (% per annum) 10.0% 10.0%
Accident Cover (% per annum) ' 7.0% 7.0%
Ex-Trust Bank Mortgage Insurance (% per annum) 15.0% 15.0%

Where a range of discontinuance rates is assumed for a product, the assumption varies by the duration in force of the policy. Where a flat rate of
discontinuance is assumed for a product, the assumption is independent of duration.

(i) Effect of changes in actuarial assumptions

The changes in actuarial assumptions from 2012 to 2013 set out above had no impact upon the Company's policy liabilities as none of the
Company's related product groups is in loss recognition (from 2011 to 2012: nil). Aside from the changes in discount rates, the changes in
actuarial assumptions had the effect of increasing the present value of future planned profit margins by $145,821,000 (30 September 2012:
decreasing by ($14,720,000)). The primary contributors to this impact were:

. $138,727,000 arising from the changes to projected rates of discontinuance (30 September 2012: $1,755,000);

. ($2,927,000) arising from the changes to projected non-commission maintenance expenses (30 September 2012: $499,000);

. $14,230,000 arising from changes to projected rates of incidence of mortality claims (30 September 2012: $49,000); and

. ($4,209,000) arising from changes to premium rates (30 September 2012: ($17,023,000)).

Other modelling changes had the effect of decreasing the present value of future planned profit margins by ($1,331,000) (30 September 2012:
increasing by $1,831,000).
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