BNZ Life Insurance Limited

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 30 September 2012

2012 20114
Note $'000 $'000
Revenues
Direct insurance premium revenue and policy fees 2 71,290 65,948
Less insurance premiums ceded Lo reinsurers 3 (13,229) {12,464)
Nel insurance premium revenue 58,061 53,484
Net invesiment revenue 4 3,547 1,354
Other reverue 5 - 14,901
Total revenue 61,608 69,739
Expenses
Gross claims expense 6 29,686 25,481
Reinsurance recoveries revanue 3 {10,762) {8,996)
Nel claims expense 18,924 16,485
Change in net policy liabililies 20 1,601 440
Other expenses 7 25,580 29,704
Total expenses 46,105 46,629
Prolit /{losa) belore income tax 15,503 23,110
Incoma tax expense/ benefit} 8 (2,388) {208)
Net profit after tax 17,891 23,318
Other comprehensve income - -
17,891 23,318

Total comprehensive income

The Statement of Comprehensive Income should be read in conjunction with the notes to the financial statements



BNZ Life Insurance Limited

STATEMENT OF FINANCIAL POSITION
As at 30 September 2012

2012 2011

Note $'000 $'000
Current Assets
Cash and cash equivalenls 9 5,368 4,624
Receivables 10 4,166 3,273
Currenl 1ax assel 11 2,775 (93)
Financial assets at far value through profit and loss 12 - 1,020
Total current assets 12,309 8,824
Non-current assets
Financial assets at far value lhrough profil and loss 12 56,170 67,085
Properly, planl and equipment 15 - 24
Intangible assels 16 6,289 8,577
Total non-current assets 62,459 75,686
Total assets 74,768 84,510
Current Liabilities
Payables 13 19,255 24,247
Employee benefil obligations 17 - 2,203
Total current liabilities 19,255 26,450
Non-current liabilities
Deferred tax liability / (assel) 14 1,218 (200)
Policyholders' liabililies 20 (3,1186) (4 260)
Total non-current liabilities {1,898} {4,460)
Total liabilities 17,357 21980
Net assets 57,411 62,520
Equity
Contnbuted equily 21 11,000 11,000
Retained profils 46,411 51,520
Total equity 57,411 652.520

The Statement of Financial Pasition should be read in conjunclion with the noles lo the financial statements
These financial statements were authorised by the Board for issue on 11 February 2013
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BNZ Life Insurance Limited

STATEMENT OF CHANGES IN EQUITY
for the year ended 30 September 2012

Contributed Relained
Equity Earnings Total
Nole $'000 $'000 $'000
As at 1 Oclober 2010 11,000 44,440 55,440
Movements in Equity for the year - o N
Net profif afier lax - 23,318 23,318
Other comprehensive income - . .
Total Comprehensive Income for the year - 23,318 23,318
Dividends Paid e - (16,238) (16,238)
As at 30 September 2011 11,000 51,520 62,520
Ag at 1 October 2011 11,000 51,520 62,520
Movemenis in Equity for the year - = -
Nel profil afier tax - 17.891 17,891
Other comprehensive income - - -
Tolal Comprehensive Income for the year - 17,891 17,881
Cividends Paid 30 - (23,000) (23,000)
Ags at 30 September 2012 11,000 46,411 57,411

The Staelement of Changes in Equity should be read in conjunction with the notes ta the financial slatements



BNZ Life Insurance Limited

STATEMENT OF CASHFLOWS
for the year ended 30 September 2012
2012 2011

Note $'000 $'000
Cash flows from operating actlvities
Premiums and deposits received from policyholders 71,115 65,902
Interest received 1,882 1,926
Reinsurance claims recoveries 10,044 8,853
Other cash received in the course of operations - 14,888
Income f{ax refunds 838 1,427
Paymenls in the course of operalions {31,385) {24,623)
Reinsurance premiums paid {12,904) {12,198}
Claims paid {30,143) (24,811)
Net cash provided by / (used in) operating activitles 24 9,547 31,364
Cash flows from investing actlvities
Proceeds from disposal of financial assels 75,916 33,114
Paymenls for financial assets (62,316) {42,600}
Proceeds from / (payments for) properly, plant and equipment 24 (N
Proceeds from / (payments for) intangible assels 573 {7.409)
Net cash provided hy / (used in) investing activities 14,197 {16,902)
Cash flows from financing activities
Dividends paid (23,000} (16,238)
Net cash provided by I {used in) financing activitiea (23,000} {16,238)
Net increase/{decrease) in cash held T44 {1,776)
Cash al lhe beginning of ihe year 4,624 6,400
Cash at the end of the year 24 5,368 4,624

The Statement of Cash Flows should be read in conjunction with the notes lo the financial statements



BNZ LIFE INSURANCE LIMITED

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 September 2012

1. SIGNIFICANT ACCOUNTING POLICIES

Corporate Information

BNZ Life Insurance Limited is incorporated in New Zealand and registered under the Companies Act 1993. The
principal place of business is 60 Waterloo Quay, Wellington, New Zealand.

BNZ Life Insurance Limited is a wholly owned subsidiary of Nalional Wealth Management New Zealand Holdings
Limited. National Australia Bank Limited in turn ultimately owns National Wealth Management New Zealand

Holdings Limited.

BNZ Life Insurance Limited offers life insurance products to customers. All operations are performed in New
Zealand wilhin the insurance industry.

The Reserve Bank of New Zealand issued BNZ Life Insurance Limited wilh a provisional licence under the
Insurance (Prudential Supervision) Act 2010 on 10 October 2011. The full licencing process requires BNZ Life
Insurance Limited to separate non life business from life business and operate the life business from a statutory
fund. Effective 1 October 2011, BNZ Life Insurance Limited transferred its non life business to a new service
company, BNZ Insurance Services Limited, a wholly owned subsidiary of Nalional Wealth Management New

Zealand Holdings Limited.

The significant accounting policies that have been adopted in the preparation of this financial report are:

Basis of Preparation

These financial statements have been prepared in accordance with New Zealand Generally Accepted Accounting
Practice (‘"NZ GAAP") and the requirements of the Companies Act 1993 and the Financial Reporting Act 1993.
NZ GAAF comprises New Zealand equivalents 1o International Financial Reporting Standards (“NZ IFRS™ and
olher applicable Financial Reporling Standards and Interpretations as appropriate for profit-oriented entities. The
financial statements have also been prepared on a historical cost basis, except for financial assets and liabilities
that have been measured at fair value and the actuarial quantification of the policyholder liability.

The financial statements are presented in New Zealand dollars and all values are rounded to the nearest
thousand dollars ($000}. The functional currency is New Zealand dollars.

Statement of Compliance

The financial stalements have been prepared in accordance with NZ GAAP. They comply with New Zealand
equivalents to International Financial Reporting Standards, and other applicable Financial Reporting Standards,
as appropriate for profit-oriented enlities. The financial statements comply with International Financial Reporling

Standards (“IFRS").
Significant Accounting Judgements, Estimates and Assumptions

In applying the accounting policies of the company, management continually evaluates judgements, estimates
and assumptions based on experience and other factors, including expectations of future events that may have

an impact on the company.

In determining the policyholder liability al year end, significant assumplions have been made as documented in
Note 25.

Deferred tax assets are recognised for tax loss carry forwards and unused tax credits only to the extent that the
realisation of the relaled tax benefit is probable. The uncertainty of the recoverability of the tax losses and tax
credils is taken into consideration.

Applicable Standards or Interpretations that have not been adopted

The foltowing new standards, amendments to standards or interpretation have been issued but not yet effective
for lhe period ended 30 September 2012, and have not been applied in preparing these financial statements:

NZ IFRS 9 Financial Instruments. This standard is part of the IASB's project to replace IAS 39 Financial
Instruments: Recognition and Measurement in three phases.

The standard requires all financial assets to be classified on the basis of the entity's business model for
managing the financial assets and the contractual cash flow characteristics of the financial assel. Financial
assels are initially measured at fair value plus, in the case of a financial asset not at fair value through the profit
and loss, particular transaction cosis and subsequenily measured al amorlised cost or fair value.



BNZ LIFE INSURANCE LIMITED

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 September 2012

1. SIGNIFICANT ACCOUNTING POLICIES

The standard retains ihe existing requirements of NZ |AS 39 for the classification of financial liabilities and the
ahility 1o use fair value. However the change in fair value is accounted for in two parls; change relating to credit
risk is presented in olher comprehensive income, any remaining change is presented in profit and loss.

In February 2012 the mandatory effeclive date of NZIFRS 9 was extended changing the applicable date to
periods beginning on or after 1 January 2015. The adoption of this standard is expected to have an impact on
disclosures only.

NZ IFRS 13 Fair Value Measurement was issued in June 2011 and is effective for periods beginning on or after 1
January 2013. |t explains how to measure fair value of assets and liabilities and expands the disclosure

requirements for all assets and liabililies carried at fair value. The adoption of this standard is expected to have
an impact on disclosures only.

Changes in Accounting Policy
The accounting policies adopted are consistent with those of the previous peried.

The financial statements were authorised for issue by the Directors on 11 February 2013.

Revenue Recognition

Premium Revenue Recognition

Premiums receivable on all insurance policies are recognised as revenue on an accruals basis.

Investment Revenue Recognition

Dividends on listed, ordinary and preference shares are recognised when the shares cease 1o be guoted "cum
div".

Investment revenue includes both realised and unrealised profits and losses which represent changes in the
measurement of financial assets.

All other investment income is recognised on an accruals basis.

Other Revenue Recognition

All olher operaling revenue, including commissions, is recognised as revenue on an accruals basis with the
exception of reinsurance rebates which are recognised on a cash basis due to the subjectivity of calculation.

Reinsurance

Reinsurance agreements provide for indemnification of the company by the reinsurer against loss or liability.
Reinsurance income and expense are recognised separately in the Statemenl of Comprehensive Income when
ihey become due and payable in accordance with the reinsurance agreement.

Claims Recognition

Claims incurred that relate to insurance contracls, providing services and bearing risks including protection
business, are treated as expenses. Claims are recognised when the liability to the policyowner under the policy
contract has been established, or upon notification of the insured event depending on the type of claim.

Financial Assets

Financial assets, excluding cash and receivables, are classified at fair value through profit or loss in accordance
with NZIAS 39. Financial assets are therefore initially recognised at cosl in the Statement of Financial Position
and subsequent remeasurement is at fair value. Purchases and sales of financial assets are accounted for at
trade date. Unrealised profits and losses on subsequent remeasuremeni to fair value will be recognised in the
Statement of Comprehensive Income. Details of fair value for the different types of financial assets are lisled
below.

. Cash assets are carried at face value of the amounts deposited. The carrying amounts of cash assels
approximate to their fair value. For the purposes of the statements of cash flows, cash includes cash on
hand, deposits held at call with banks and investments in money markel instruments.



BNZ LIFE INSURANCE LIMITED

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 September 2012

1. SIGNIFICANT ACCOUNTING POLICIES

e Trade receivables are accounted for as loans and receivables and are generally settled within 60 days and
are carried at amounts due. The collectability of debts is assessed at reporting date and specific provision
is made for any doubtful accounts. The carrying amount of receivables approximates to their fair value.

. Shares, fixed inlerest securifies, options and units listed on stock exchanges trusts are initially recognised
at cost and the subsequent fair value is taken as the quoted price of the instrument at the Statement of

Financial Position date.

. Unlisted fixed inferest securities are recorded at amounts based on valuations using rates of interest
equivalent lo the yields obtainable on comparabie investments at balance date.

. Unlisted unit trusts are recorded at fund managers’ valuation.

Depreciation

All tangible non-current assets are depreciated by taking lhe depreciable amount and spreading this cost over
the useful economic life of the asset on a siraight-line basis. The depreciable amount represents the initial
recognised cost at the date of acquisition, or Lhat at the dale when it becomes ready for use in the case of
internally constructed assets, less any residual value,

Depreciation rates and methods are reviewed annually for appropriateness. Changes to depreciation rates and
methods are reflected prospectively in current and future periods only. Depreciation is expensed through the
Statement of Comprehensive Income.

The deprecialion rates used for each class of asset are as follows:

Office equipment 5 years
Data processing equipment 3 or5years

Intangible Assets

The costs of developing and enhancing internal use software are expensed as incurred. Costs that are directly
associated with the produciion of identifiable and unique software products controlled by the Company, and that
will probably generate economic benefits exceeding costs beyond one year, are recognised as intangible assets.
Direct costs include software development employee costs and an appropriate portion of relevant overheads.

Computer software development costs recognised as assets are amortised using the siraight-line method over
their useful lives of 3 or 5 years,

Sale of Non-Current Assets

The gain or loss on disposal of non-current tangible assets is recognised at the date that the risks and benefils of
ownership of the asset passes to the buyer, usually when an uncenditional contract of sale is signed. The gain or
loss on disposal is calculated as the difference between the carrying amount of ihe asset at the time of disposal

and the net proceeds on disposal.
Leased Assets

Operating Leases

Leases are classified as operating leases when the lessor retains substaniially all of the risks and benefits of
ownership of the underlying asset. Payments made under operating leases are expensed on a straight-line basis
over the term of the lease, except where an alternalive basis would be more representative of the pattern of
benefits to be derived from ihe leased property.

The underlying asset is not recognised on the Statement of Financial Position.

Impairment

If there is an indication that the carrying value of any asset exceeds its recoverable amount, an impairment
review is performed to determine the deficit. Any resultant write-down is recognised as an expense in the
reporting period in which it occurs unless the asset had previously been revalued, in which case the previous
revaluation is writiten back with any excess being expensed.

Where a group of assets working together supports the generation of cash inflows, the recoverable amount is
assessed in relatfon to that group of assets.

In assessing the value-in-use of non-current assets the relevant cash flows have been discounted to their
present value using a pre-tax discount rate that reflects current market assessmenis of the time value of money

and the risks specific to the asset or group of assets.



BNZ LIFE INSURANCE LIMITED

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 September 2012

1. SIGNIFICANT ACCOUNTING POLICIES

Provisions

A provision is recognised when, as a result of a past event, there is a legal, equitable or constructive obligation, it
is probable that an outflow of economic benefits will be required to settle the obligation and a reliable estimate of
the amount of the obligation can be made.

The amount of provision recognised is determined by discountirig the expected future cash flows (adjusted for
expected future risks) required to settle the obligation. The pre-tax discount rate used is one that refiects current
markel assessments of the lime value of money and the risks specific to the liability. The unwinding of the
discount is treated as a finance cost.

Payables

These amounts represent liabililies for goods and services provided to the Company lo the end of the financial
year and which are unpaid.

Employee Benefit Expenses

No personnel are employed directly by BNZ Life Insurance Limited, but seconded via BNZ Insurance Services
Limited, from relaled party Bank of New Zealand Limited. This arrangement with BNZ Insurance Services Limited
commenced 1 October 2011. From ihis date forward all personnel related costs are presenled as employee
benefit expenses and liabilities in BNZ Insurance Services Limited's financial statements. BNZ Life Insurance
Limited pays BNZ insurance Services Limited a management fee for the services they receive in relation to
personnel employed.

Liabilities

Policy liabililies are measured at net present values of estimated future cash flows or, where the result would not
be materially different, as the accumulated benefits available to policyholders. Other liabililies are measured at
net presenl values and changes in their net present values arising from changes in the measurement of net
present values are recognised in the Statement of Comprehensive Income as revenues or expenses in the
financial year in which the changes occur.

Policyholders' Liabilities

Provision for Policy Liabilities
New Zealand Equivalent to International Financial Reporting Standard No. 4 — Insurance Contracts (NZ IFRS4)
sets out the methodology for measuring policyholder liabilities.

The provision for policy liabilities has been calculated using the New Zealand Margin on Services (MoS) method
as set out in New Zealand Society of Actuaries Professional Standard No. 3 “Determination of Life Insurance
Policy Liahilities®.

The MoS policy liabilities represent the amount, which together with future premiums and investment earnings,
will:

{a) meet the expecled payments of fulure benefits and expenses, and g
(b) provide for the systematic release of profit as policy services are provided and income is received or

recognised.

The amount of equity retained as solvency reserves (see Note 27) has been determined in accordance with the
Reserve Bank of New Zealand Solvency Standard for Life Insurance Business.

Provision for Incurred Claims
Provision has been made for eslimated liabililies thal arise from claims nolified but not setiled at balance date.
Inclusion of a particular claim in this provision does nol signify an admission of liability.

Income Tax

BNZ Life Insurance Limited is subject to the life insurance tax regime. From 1 July 2010 there have been
significant changes 1o the taxation of life insurance businesses. Prior to this change the tax regime required a
life office base and a policyholder base to be maintained. The life office base is subject 1o 1ax on invesiment
revenue less expenses plus underwriting income. The policyholder base seeks to tax benefits as they accrue 1o
policyholders and the company is laxed as a proxy for the policyholder. The life insurer pays tax on the higher of

g



BNZ LIFE INSURANCE LIMITED

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for lhe year ended 30 Seplember 2012

1. SIGNIFICANT ACCOUNTING POLICIES

the two bases at the company rate of 28% (2011: 30%). From 1 July 2010 a shareholder base and a
policyholder base are required to be maintained. The shareholder base taxes term insurance business on actual
profits as olher businesses are taxed, removing what was generalfly considered to be favourable tax provisions.
Transitional rules exist for ilerm insurance business sold before 1 .July 2010,

The income tax expense or revenue for the period is the tax payable on the current period's taxable income
adjusted by changes in deferred tax assets and liabilities atiributable to amounts recognised as assets or

liabilities, and to unused tax losses.

Deferred tax assels and liabililies are recognised for temporary differences between the carrying amount of
assets and liabilities for accounting purposes and the tax bases of those assets and liabilities, and for unused tax
losses. The tax rales expected lo apply when the assels are recovered or liabililies are setlled, based on those
tax rates which are enacted or substantively enacted for each jurisdiction, are applied to the cumulative amounts
of deductible and assessable temporary differences to measure the deferred tax asset or liability.

Deferred lax asseis are recognised for deductible temporary differences and unused tax losses only if il is
probable that future taxable amounts will be available to utilise those temporary differences and losses.

Deferred tax balances attributable to amounts recognised directly in equity are also recognised directly in equity.
The tax-relaled amounts arising from deferred tax balances are determined using the balance sheet method
which calculates temporary differences based on the carrying amounis of an entity's assets and liabilities in the

Statement of Financial Position and their associated tax bases. In addition, current and deferred taxes
attributable to amounts recognised directly in equity are also recognised directly in equity.

GST

Where a transaction is subject {o GST the amount recorded in the Statement of Comprehensive Income is net of
ihe recoverable portion.

Dividends

A provision for dividends payable is recognised in the reporting period in which the dividends are declared, for
the entire undistributed amouni, regardless of ihe extent 1o which they will be paid in cash.

Contributed Equity
The company has only one type of authorised share capital, ordinary shares,

Holders of ordinary shares receive dividends as declared at the discretion of the company and are entitled to one
vote per share at shareholder meelings. In the event of winding up of the company ordinary shareholders rank
afier creditors and are fully enlitled lo any surplus proceeds of liquidation.






BNZ Life insurance Limiled

NOTES TO AND FORMING FART OF THE FINANCIAL STATEMENTS (conlinued)
for tha yasr andad 30 Seplember 2012

2012 2011
2 Promium Revenue §'000 $'000
Life insurance conlred premiums 71,290 85,848
Tolal recalved or hvabik 71,260 65,848
—
3 Rl
In the current aned pravious year BNZ Life Insurance Lid has entered inlo retnsurance agreementa with Munich Ra, Hannover Life Re, Swiss Ra, CIGNA and RGA,
2012 2011
Ralnsurance Revenus $'000 3000
Reinsurancs portfolic revenue 1,867 1,287
Reinsurance recovaries on deims 9,195 7,708
10,762 5,006
2012 2011
Rainsurance Expansa $'000 3000
Relnsurance premiuma 13,229 12,464
13,229 12,484
e
2012 2011
4 Invesimant Revenus $'000 $'000
Ravenua from :
- Equity sacuntiies 1,665 {572)
= Debi securilian 1,747 1,756
Represanied by:
- Inleresl incoms 1,747 1,758
Net realied and unroaiised painsHlossas) on financal mssels held as farr value (hrough profil or loss
- Reslisad gansf{losses) (85) {127
- Unmmabisad gans/{lossas) 1,760 {445)
Call inferest incomea 135 170
Total nvestmant revenua 3,547 1,354
2012 2011
5 Other mvenus 5’000 $'000
Commission revenus - 14,001
Othar - Q
- 44,801
2012 2011
6 Clalms expensa $'000 $'000
Dealh & disability 29,888 25,401
Tetal clalms pald or payable 79,686 25481




BNZ Lils Insuranca Lomuied

NOTES TO AND FORMING FART OF THE FINANCIAL STATEMENTS (continued)
for Lha year endad 30 Septembar 2012

2012 2011
7 COther Expensas Note $'000 3000
Indirecl parsonnel eapenses pald o rulaled party
Share based payments - 93
Directors Fean - -
Salarias and other slafl saxpansaa - 7.274
- 7.387
Othar sxpsnsas
Manapemenl [aas 11,200 1,750
Markealing expense 77 BO2
Commission 11,558 16,512
Operating lenze paymanis - Ta4
Dep on - Qffice equip - 1
Deprecation - Daia p ing eq) | - 10
Amorigalon - Inlangible assels 1,745 457
N & ; and liconsing - 478
Equipment expsnsa - 7
Audd [eas 12 - 85
Communicaiion - 2%
Statonery - 169
Quisida sarvicas M 218
Medical febs 183 227
Traval - 211
Bank fees 18 353
Cther 1 106
25,580 22,337
Tolal other anpensas 25,580 20,704
Policy acqulsition costs
Commission 2,323 3,355
Gihar acquisibon cosls 7,071 B.455
Total policy acquisiion costs 9,394 8,810
Policy malntenance costs
Commission 9,235 12,156
Othar mamtensnce cosli 8,722 6,809
Total policy malntenance costs 16,057 19,785
Investmant managemant expanses 128 129
Tolal other axpsnsas 25,580 29,704
Inveatment Managament expanseés era as charged Expanses are mpporlionad batween policy acquistion and palicy maintenance on e basis of ume / cosl anatysis
2012 2011
81 Tax Expansel(Banefil} 3000 $°000
Tolal income tax chargsd to Stalement of Comprahansive incoma
Curreni lix {3,488) {208}
Daferred lax 1,080 598
Telal mcome 18X ngsdsbenam! {2.388] @.
Tha tax on lhe company profit betore tax diffars frorn the theorat:cal amount thal would anss using the basic comparny lax rals of 28% (2011" 30%) as loflows"
R lllation of | tax mxp Rbenefit) shown in the Statemanl of Comprehanshm Incoma with prima facie lax payable on the pre-lax
accounlng profit
Profil f{ioas} before meame lax 15,503 23110
Prima iace income lax ol 26% 4,341 6,923
Addideduct: Tax effeci of which are dedoclible or nor:
Non apsessable and lax paid income {9,302} (13.287)
Nen deductible expensas 2,524 6,243
Underi{aver} provision in prior yoars 87 {101)
Rals Muslm!nl 30% io 28% {18} 14
Tolal ncome lax tgnw’!bmehl) (2,388) @
2012 2011
9 Cash and Cash Equivalents $'900 $000
Cash al bank - Cs ly coniralied anlites 3,368 4,624
5,368 4,624

Cash al bank 2011 included $1,478,000 which was collectad on behall of other insurars and restricled 1 ils uss 1o being held o invasied in accordance with

the Trustes Acl 1B5€



ENZ Life Insuranca Limited

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS {conlinued)
for the yesr andad 30 September 2012

2012 2011

10 Receivables $'000 $'000
Reinsurance claifms recoverable 3775 3,057
Lifa insurmnca premeume rcsivabie 153 133

Other 238 83
Recevabla within 12 months 4,168 3,273

— ]

Al 30 Seplembar 2012 thara were $nid (2011 $nil) pasi due or imparred recafvables.

2012 2011

Current Tax Assats and Liabillties $°000 $'000
Opaning batance {83 428
Undari(aver) provilion in prior yesrs 210 180
Tax paymenisirefunds) {601) 1,427}
Currani year tax (expenss)benafi 3,259 145
Clog balance - curment lax l'ul.'!lél Hl'!_!) 2,775 {63)

12

Any tax lossas and vnused lax cradils are reflected s a current l2x assal as |ha lax fossas and unyred Lax credils are offset sgainsl taxabla income of the BNZ group. The BNZ group
compensaies the Company for any benafil received from using Lax losses and excess credils A current lax Gability of Lhe Company is aiso mal by the BNZ group, and the Compary will

compensats Lhe BNZ group for maelmg e (ax liabifity.

The lax calculations reflect iha changes Introducad in tha Taxalion {Intemational Texaton, Lifs lnsuranca, snd Remedial Matters) Act 2009 Tha lax rules refating lo the ifs insurancs
butinezs have baen updeaisd lo ensuns thal l2rm insurance businass ix laxed on actunl profils, es other busmaases are laxed These changes generally look affect from 4 July 2040, with

e insuranca producis soid befom Lhat date subject lo ransitonal rules.

2012 2011
Fl lal Assets al Falr Valua through Profit and Loss $'000 s'oo0
Curmer fa | assals - Expected Lo be realised wilhun 12 months - 1,020
Men-cument financal assels - Expecled to be realised in mone than 12 months 58,170 87,085
56,170 88,105
‘The deierminatiion of fair value by level of the farr value hierarchy defined in NZ IAS 38 and IFRS 7 in a8 followry
Total Fair
30 Saptamber 2012 Leval 1 Level 2 Level 3 Valus
Equily securities
- Unit Truels - 13,186 - 13,186
Subiolal Equity securilies - 13,188 - 13,188
Dabil secuntres
- National Gavermnment - NZ Govemmen| gecimbias 1,124 . - 1,124
- Uni Trusis - 41,882 - 41,662
- Other - Marlgage Ineome Fund - - 198 198
Subiolal debl secunties 1,124 41,882 198 42,984
Tolal Financial Assel at Fair Valua through Profil and Loas 1,124 54.848 168 56,170
=
Total Falr
30 Saptember 2011 Laval 1 Level 2 Lavel 3 Value
Equity sacuntes
- Uit Trusis - 10,658 - 10,689
Subictal Eqinly seaurilies - 10,688 - 10,669
Dabl secumties
- National Governiment - NZ Governmenl secarihies 1,020 - - 1,020
- Unil Trusis - 58,123 - 56,123
- Other - Morigage Income Fund - . 293 293
Sublelal dab! secunties 1,020 58,123 783 57,438
Totlel Financis! Assets at Fair Value through Profl and Loss 1,020 68,792 253 68,108




ENZ Lite Insurance Limlad

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (continued)
for \he year ended 30 Seplember 2012

Raconcigbon of movemants in Level 3 financial assels measured ai farr value

2012 2011
$'000 $000
Debi securites - Moitgrge incoma Fund
Carrymg amount at beaginning of yesr 283 1,288
Tolal gana/(lossas) in Stetement of Comprehensive incame ) )
Purchasas o =
Salas {91} {B88)
108 i x)

Camying amoun| al end of year

Included 1 (he Leve! 1 calagory are the financal lnstruments thal are measured in whela or In pan by mference io published qualss in an sctiva markel.
Included in |ha Lavel 2 calegory arm inpuis ciher than quoled pnces included in Laval ¥ ihal are cbservabla, aither direclly (ue pnoes) or indweclly (derved from prices}

Ineluded in the Level 3 category are mpuis thal are nol based on observeble markel data b insisad 1 whols or In parl using a valuabon techrugue {model} based on assumplions thal ara

nether supported by prices from observable cumenl markal iransactons i the same instumenl nor ars they based on available market derin The only assat dasa tn (his category Is tha

Moarigage Income Fund becauma d is closed lo new busingss Ths invaslmeni conlinuan lo ba valwed and priced on s daily bass taking tnio accounl movements in Inlerapl earned and
firusies lees d

The Morlgage Incoms Fund (MIF) has basn suspended since Detober 2008 and i8 being formally wound up. A small percenlage of tha MiF is held in cath in wilh lhe inder
morigage refated nvestments through units m the Morlgage Dhslribution Fund (MDF). which invesis in first morigages The MDF |s also being formally wound up Capiial 1s baing reiumed pro
rala o3 UnHs in the MOF are repad The exact tirng of Ihase distnbutrons will depend on how quickly loans made by the MDF mature and are repard o, in some crcumaiancas, are sold As
0130 Seplember 2012 capial dismbutions re<eived lolalled B4%, including 2% receved dunng the year ended 30 Saplember 2012

2012 2011
13 Payables §'000 5'000
Rewnsurance premiums payable 2,691 2,386
Acsrued oparating expenses 408 2,336
Oiher payabies - relaled paries
- commonly conlrolled enlites 18,155 168.545
Pryable valhun one yesr 19,255 24,247
2012 201
14 Dafsrred Tax Assal /{LlabMity) $'000 $'000
Deferred Tax Assat [ {Liabllity)
Balanca a| beginnng of penad 200 897
Opening balancs disposal (338) -
Reslatad opening balance {138} 8067
Tex Expense meognised in i of Comprefiensive Income {1.080) {687}
Balance &l and of period - defermed 1ax meset / {llability) [1.218) 200
Daferrad lax ansel is stifbutable Lo tha following [tems:
Empleves enttloments - s
Lile Reserves {409) {2680)
Deprecialion {s02) B5
Tolal deferred tax assals / {lability) 1.218) 200
Tha daferred {ax charga in tha Siatemenl of Comprehensive income compiises ihe following lemporary differences.
Acceteraied lax depreciaon (558) {132
Othar prevsions ars) (273)
Invesimants D -
Life Resorves {148) {218)
Delerred Lax arising from changes in the lax rale o {14)
Recoprutien of lax credils g o
;lal porary diflerences included 1n deferred lax dmg Staismen| of Comprahensive Income {1,080) {687)

Daferred lax ausals

Defemed lax sasela are recognised for tax Josa cammy forwarde and unused lax credils only 1o the exient ihal e realisalion of Ihe relaled Lax benefits 19 probable, Tha wnesrlainty of the
recoverability of the Lax losse and lax credils 1 taken inio contiderabon  Tax losses 1o carry forward and unused tax cradits are recognised as pari of curren? tex becauss loases and tax
cradds arm utlised in tha year gensrated by the BNZ Tax group and compensation received.

Al deferrad Lax aspels and deferrad Lax labihies have besn laken inlo account in the Sialement of Financial Positon.
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2012 2011
15 Proparty, planl snd eguipment $'000 $'000
Office equipment
Al cosl - ]
Ammmwnuon = 8
- 2
Dals processing squipment
Al cosl - 158
Accumulaled depreciation o (137)
i - 22
Tolal proparty, plant & squipmani - 24
Reconclifaiiona
Reconciliations of tha camying amaunts for sach dass of offica equipment, dala procassing equipment and softwars sra sel out below
2012 2011
$'000 5'000
Oifica Equipment
Carrymg mmoun al beginning of yesr 2 o
Addiions o 3
Druapoxaln (2} o
Depradation o )]
Imp i loasas 0 d i 5 W of Comp iva Income under NZIAS38 - -
Imparment losses reversad in Statement of Comprehensive Income under NZIAS36 . .
Carrying amounl at end of year o 2
Data procassing equipment
Canying amounl »i beginning of year 22 28
Additions o 3
Dusposals (22) (23)
Depreasation 0 13
Impairment losses recognised in Slaiement of Comprehansive Income under NZIAS36 o o
Imp fossenr d in Slal 1l of Compreh Incoma undar NZIAS38 o o
Carrying amount & end of yenr o 22
212 2011
Intangiblo Aszets $'000 $000
Al cost 8,004 11,173
Accumulsied amoriisation {1.715) {2,506)
8,288 B,577
Software
Al cosl - 1,082
Accumulated amonlisaion - (1.%
- L]
Total Inhglbh Ausats Ggﬂ 8,577
Carry;ng amoupd at begnning of yesr 8,377 1,619
Additions - 7,400
Drsposals (573) -
Amortisation {1,715) (451)
Impairmeni iosses recognised in Staternant of Comprehensive Income undar NZIAS38 S o
Imparmen losses raversed in Sistament of Comprehensive Income under NZIAS36 o =
Carmying armount at end of year 8,289 B.577
Softwam
Camymng ameunl ot bagnning of year o 5
Additions o o
Disposals - o
Amorusalion o (8)
Impawrnenl losses gnised in Stai of Comprehansive Income under NZIAS38 o a
Impaimmient baasas teversed in Sisamant of Compreb Income under NZIAS38 o o
Canying amounl o end of year = -
2012 2011
ployes baneflt obligatlons payable to retated party $'000 $'000
Cument - o
Actruals - 2,202
- 2,203
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2012 2011
18 Obligations under operting leass payments £7000 000
Tclal payments dut
Less than one year - 118
‘Batween one and fiva years - 107
More than five years - -
- 223
===
2012 2011
Audiors Remunaration $°000 3000
Tolal ines payshie (0 Emst & Young as auditors of the company for:
Audit of the (inancal stalemenls o a2
Audtt of Lhe regulalory felumns - 3
o 65
All auditors remunaraton is now paid by & relaled party {BNZ Insurance Servicas Luruted).
2012 2011
20 Policyholders’ Llabilitles $'000 $'000
Gross insurance contracd iabdlies a1 1 Oclober {4,822) {5.017)
Acqueed Insuranca conired policy habilites - o
Increase/ {decrease) n msuranca conlracl policy habiites refiacied in the Statement of Comprehensva Income (i 1,718 185
Gross msurance contract habilties ¢ (assets) al 30 September {3,104] {4,822)
Linbilitlan ceded under relnaurance
Opering balance a1 1 Oclober {8,111 {8.358)
Increasal (gecréase) i meir assels refl d in lhe of Compiehensive Incoma {n} {117) 245
Clesmg balance 30 September (8,228) (8,119}
Prowision for incurrad claime 6,216 8,673
Net palicy liabirisan | {assels) mi 30 Saplamber (3,115) (4,260}
Expecied 1o ba realised wilhin 12 months. 8,218 6673
Expecled lo be realised in more lhan 12 months o o
(1) + (1) = Increasel{dacrensa) in nel policy lab as disclosed in [he S of G 1ncome 1,601 440
Comp ts of lifte contract llabllitlas / {assets)
Fulure policy benefils 346,934 306,508
Fulure axpensas 363,113 282,842
Planned manging over future expenses 380,954 309,380
Balance of lutura revenuas {1,080,332) {618.561)
Tolal ife L policy liabilivas f {wasals) (9.332! {10.933)
2012 2011
Contributed oquity $'000 £000
Issuad share capital
20,000.000 $1.00 ordinary sharas pad up [0 $0.55 sach 11,000 11,000

All shares have squal voling nights and shere equally in dividends and surplus on winding up of tha company

There wera no movemenls in ordinary shere capilal dunng the currsnl and pror financiel years

When managing capdal. managemenl's ob;eciive 1 1o ansurs the anlily conlinles A4 s going concam as wall a8 eblaming oplimal retumns to the shareholdar and banefils or alher

siakeholders.
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21 Rslaled partles

Directors

The names of sach person holding the pesilion of dirscter of the company during lhe financisl yesr were

Andrew G Therbum {resigned 18 June 2012)
Richard L Morath

Glenn R Pairiek

Cramg M Bramt {resignad 14 Juna 2012)
Les A Hatton {resgnad 14 Juns 2012}
Prudence M Flacks (appoinied 15 June 2012)
Peayush Gupta {appomted 15 .ume 2012)
Stephen J Moir (appointed 15 June 2012)
Andraw D Symons «(appoinied 15 Juna 2012)

Total incomme pad or paysile or olherwise mads svaiable 1o diteclors of the company demeclly or indimectly by (he compary or any related party consisl of the felowing:

2012 20114

$'000 $'000
Short-term employwe benefila 25 a
Posi-employment benefils. . R
Other kong-lerm benefits . .
Termunation benefils . . .
Share-baeg) pryment _ N
Total remuneration o) .

Aparl from (he delails disciosed in this note, no direclor has ontsfed inlo @ matenal contracl with the company sinca tha end of ihe previous financal year and thers wers o materlal contracla
wnvolving dirsclors” interasis exisling at reporling dale

Key management personna!

The isllowing smploysss are defined as key managemani parsonnel

Carmpbell Chambars Cheefl Operating Officer
Tary Gaskin Head of Business Services
Julie Powall Head of Strategy, Producis & Implemeniation
Crary Bemidge Head of Cusiomer Solutions
2012 2011
$'000 §'000
The agpreg: | payable lo lhasa key o il personnel duning the panod wems
Shori-lerm smployas benafils - B86
Post-employmenl banafila - -
Othar long-term benaiila . .
Termination benafits . .
Sham-basad payment ; -
- BO7

Total rentineration

Other related partios
Immediaie and Uthmate paonl ently

The tmmediate pareni enlity of tha company is Naljionsl Waalth Management New Zealand Holdings Limited, & company incorporated In New Zealand The ultimsis parenl entiy is National
Australia Bank Luuted {‘the National?).

Commonly controfied entitios

Bank of New Zealsrd Limded
BNZ Insurance Servicas Limiled

Transactions

All Includmng barsk walh Bank of New Zealand Group enlities. have been antered Into ai arm's langth on nonmal | lenms and condiions except that
smounls due from group mm.iel nm interest free. Duislanding balancea sl 30 Seplemver 2012 and 2011 xm unkscured and settlement occurs in cash,

Tansacton 1

BNZ Lifs Insuranca Lumiled in a related company lo Bank of New Zasland Bank of New Zealsnd incura various expenses ard overhesds on behalf of BNZ Lifs Insurance Limited which ars on-
charped lo BNZ Life Insurancs Lirmiled.

Transsction 2

BNZ Lite Insuranca Limited is a relaled company to BNZ Insurance Bervicas Limited. BNZ Insurance Services Limred incurs vadous axpensas and overheads on behall of BNZ Life Ingurance
Limtited which ara on-charged to BNZ Life Insurance Limded

Trensaciron 3

BNZ Life Insurance Limited pays commissions (o Bank of New Zesland and Hs subsidiary companies in respect of the company's producis

Transacton 4

BNZ Lila Limtied also acq and disp of mvestmenia with Lhe Bank of New Zealand baing Lhe counlerparty A130 September 2012 cash and call deposis were hald al the
Bank of New Zealand.

16
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Transschon 5

BNZ Life Insuranca Lirrated holds a payable 1o ENZ Insuranca Servicas Limeted and Bank of New Zenland a1 balance dale  This is in respec of, managemer| feds Incuired. commession
accruale and paymenls made on BNZ Life Insurancs Limiled's behal{ Paymenis made on BNZ LHa Insurancs Limied's bahatf are repaid six monihs foflowing Bank of New Zealand mvolce

dais
Transsction 6
Effactive 1 Octobar 2011, BNZ Life | Limuled farred iis non lifa lo BNZ Insurance Servcas Limiled. This included cash consideration for Lhe imnafer of the non hfs
a3sals and Labiiies as a1 30 Seplember 2011 from BNZ Lee Insurancad Lumuted lo BNZ Insurance Sarwces Lirmited Thers were no cuislanding ba as ol 30 Saplembar 2012
The sggregete fuded in the Slal Lol F ial Posibon and the proft from ordmary acivities befors wneome lax sxpense Lhat resulied fom Imnacions wil ofher relsted
partias ars

2012 2011

$'000 §'000
Transachon 1
= ly llad entiies - exp and overheads incurred - 1,750
Transachon 2
[~ iy ilad enlues - g fas incurad 11,200 o
Transachon 3 .
G ly controlled entiies - C 11,858 18,512
Transaclion 4
Commonly contmoiled eniities - Cash and call daposis 5,388 4,824
Transaciion 5
[+ by antities - Payebles st balance dale 16,155 18,545
[ iy dlod enliies - Empioy Is al deia “ 2,203
Trensaction &

21,102 B

Commonly monirslied eniities - Cash conswderabon for lrensfer of non ke assats and labdilias
from BNZ Life Insurancs Lymited to BNZ Insurance Servrees Limiled

23 Finsncial Instruments and Risk Manag Disclosures

Tha financial condition and operating rasulls of tha Company are afiecled by a number of key financiat and non-financial nsks Financal naks mndude markel risk (including interesl raie nsk,

cumency nsk, equity pnce tisk and invasimen nsk), hquidiy risk and eredid nsk The fi | risks arn nek, ! nisk and operulional nsk The Company's objechvans and
poliaes in resped of managing Lhesa niks are sal out in the ramamder of this section.
(n) Classification of Financial Insiruments
The canying ameunls of financial instruments have been c2assifiad inio Lhe (olk L defined in NZ LAS 38
Dasignated ul Falr

Loans and Value through Profil
30 September 2012 Recsivablas and Loss  Amortised Cosl Falr Valus
Cash mnd cash squivalanis 5,388 5,308
Receivablas 4.168 4,188
Finencial asasts al fair value trough profit and loss. 56,170 58,170
Paysblas {19.25%) {18.255)
Totsl Financlal Assetc / {Liabilities) 8,534 56,170 _{18,255) 48,448
30 Saptsmber 2011
Cush and cash squivalsnie 4,824 4824
Racevables 3273 321
Financial assets al fair valus through prokt and loss 58,105 68,105
Payables (24.247) {24.247)
Total Financla) Ansels / (Lisblliths) 7,897 68,109 (24,247} £1,755
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{b) Markel risk

Markal risk s the nsk of loss arising from mavemenia in markal vapables inciuding observablo varlables such ws interest rates, axchange rates and equity markets, and indimcily obsarvable
such as volabliies and L Markel sk w1 the Company primatly erises from the managemant of insumance cenirecls ard from non-trading marksl risk posilions wrising from

balance sheai and capital manspsmen! ackvites

(i Interest mate nsk
Inleresi rats risk represenis the exposure {o the sffacts of rmovements n prevaling Inleres! rales.

Investment nasats of the Company comprisa cash, aquity sacutiies and debi securitas All dobi wacurilies are subjsct lo market rigk In Ihe evant of changes in inferesi raies, The maturity
profile of finandaal insirumnents s set out below logether with the affecive pelds.

2012 Dua within Due within  Non Jntarest Floating Yield
1 ysar 1to 5 ywars Bearing Interesd Total
5000 $000 $000 $000 $000 k. ]
Cash and cash equivalents - - - 5,362 8,388 2.50%
Receivables - - 4,188 - 4,188
Financisl nssats ul falr valiw Lhrough profil and loas
- Equity securitles
Unhl tnusts - - 13,186 - 13,188
- Debt sacurities
Jath G -NZ G sacurities - 1,924 - - 1,124 3.09%
Unlt Trusts . - 41,682 - 41,682
Other - Mortgage In Fund - - 188 - 108
- 1,124 56,212 5,388 $5,704
2011 Due within Due within Non dnisresl Flonting Yiald
1 year 110 5yoentn Baaring interest Total
$000 5000 5000 $000 5000 %
Cash end cash squivalenis - - - 4,624 4,624 2.50%
Recarvables - - 3,273 . 327
Financal assels ai isir valus though profit and loss o
« Equity securities -
Unit Trusts - - 10,669 - 10,669
- Dabi ssanilies
Natonal Govemmenl - NZ Governmeni securiies 1,020 - - - 1,020 4.20M
Unit Trusie - - 58,123 - 58,123
Othar - Marigage Invesimenl Fund - o 293 - 293
1,E=2=0 - 70,358 4,824 76,002

Dabl secunties are nclively managed and therefore parl or all of the Company's portfoli of such secuniiea may not ba held (o maiurity.

Interwst rate risk sensitivity analysis
Tha following table demnonstrates the impact of & reasonably possible change in New Zealand and international inleresi rates, wilh sll olher variables held conalani, on the Compamy’s profit
befors lax 11 is assumed Lhal the relevani change occurs ms a1 the Siatemant of Financal Posibon date (30 September 2012 and 2011).

The inleres! rals risk disclosure has been prepamd on the bams of Lhe Compamy’a invasiman in Unil Trusts that have direcd hokdings in cash and cash equivalents, and deb! sacurilias

Sansitivity mnalysls on changes in fair valus of investments

Tha sensitivity analysis for changes in the fair valua of debt securilies has bean based on ten year volalitly rates  Volatilty rates sra caiculsted uting historical retums for industry recognized
ndices for sach sssat dans  The sensiivity range 1s based on a one standard deviabon cvenl for smch Unil Trusl. The effect oh profil or loss dus to rsssonably poasible changes in markel

faciofm, aa repressnied by hisiorcal prica volaliftien, with il ciher variables hald i1 lad balow

10 Year Volatlity Rates
30-Sep-12 30-58p-11

Seclor volatiity
NZ Cash 0.50% 050%
NZ Fixed Intereal 3,00% 2.00%
Global Fixed Interest 3.00% 3 00%
Impaci on profil bafors lax Tmpaci on profil bafors tax
2012 2012 2011 2011
Sansitivity +{ve)  Sensillvity {ve)  Gensilivity +(ve) Sensitivity -(ve)
Sector $000's $000's. 5000°s 000
$'000 $'000 5000 $'000
NZ Cash 183 (183) 247 247)
NZ Fixed Intoresi a (37} 33 {33)
Global Fored Interes| 180 {180} 158 (158}
400 {400) 438 (439)
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Senshlvity analysis on Interest [ncome and interest axpanse

The senuindy analys:s for inferes! incomé and interest sapense has been based on & one pereant movement in tha milerast rate  Tha effect on profil or loss dus to ressonably posaibla

changas m market faciors, with all other variables held is balow.
Impaci on profit bafore lax Impaci on profit bafore ax
2012 2012 2012 2011 2011 2011
Carrying +{ve) {ve)%  Carrying amounial +{ve] Movemeni m “{ve)%
amournt st  Movemantiin Movemenl In figating rate inlaresirale  Movemanlin
floating mata Intereal rute intere=| rate mleransl ais
$"000 §'000 $'000 5000 $'000 §'000
Cash and cath aquvalanis 5,368 54 (54) 4,624 48 [46)
Financial assels held t far vatue through profil or loss 41,662 417 {417} 56,123 561 (561)
Tatal aszats subject Lo Interest rate risk 47,030 A7 (471) 80,747 807 {807)
The risks facad and methods used for derrving sensiivity infermalion and sigaificani variablas did nol change from 1he previcus period
{n}  Cumency rizk
Cunenty, of foraign exchange. nsk is the nek of ss resuiting from changes in exchange rales Losses in value may rasufl from ing lhe Company’s 18 inle New

Zenland doflars (irenstation risk) or trom adverse lomlgn cuivancy axchange rate movemanis ¢n spacific cash flow transaceons (transaciion nisk)

A propertion of the Company's invastments compnsa unds m a unil rust thal invests pancipally i offshore eguities Tha markel valus of the unt (st is afected by movemenls in the New
Zanland dollar relatve ta other currencies, sHhough the units in the unil trust ars themaalvas New Zeatand doliar denorunaled

Currency risk sansitivity analysis
The foraign exchange risk disciosure has baon prepared on tha basis of the Unil Trust's direct cumrency expesures Tha Unil Trusis did nol hold any direct investmenta denominaied in &
foraign curency ai balance dale

i)  Equily price fisk
Equity prica risk 18 Lha gisk that the fair value of aquilies will decrmase as a resufl of changes n levels of aquity indicea snd iha valua of individual stocks The Company holds all of s equilies
i fax value through profil and loss.

Equity sre achvely ged and d on & daily basiz

Equity price risk sansitivity anatysis
The loowing lable damonsirates the impact of a reasonably possitie movemen! m the {ar valua of equslias, with al other held tanl, on {ha Comp
apsumad that the ralevan! change occurs a3 at the Slalamenl of Finantiel Posion dets (30 Seplember 2012 and 2011)

v'a profil before lax L%

The ly enalysis for equsty ir {3 has bean based on len year volatiity rates  Volalilty rales sre calculated using histoncal retums for industry recognized indices for each assal
dass and the ssnaitvity range 15 basad on a one slandard dewvialion avenl fof ezch Unil Trusl ‘The elfect on profil of logs due lo reasonably possible changes in markel faciors, ax
reprasented by histonies] price volatidies, vath sll other bles held lani 13 detailed below
10 Year Volatility Rates
Sector volalllity 30-Sap-12 30-Sep-11
New Zealand Equities 12.20% 10.00%
Inlemational Equilies. 18.70% 15 00%
impact on profil before tax Impaci on profil bafore lax
2012 2012 2011 2011
Sansillvity +{ve)  Sansillvity {ve) Sensimty +{ve) Sensibvity {ve)
Seclor $000's $000's $000's 3000's
$'000 $°000 5'000 $000
Naw Zealand Equitins 428 {425) 48 (4a)
Inlamalional Equibes 1,344 1,344) 1,538 {1,538)
1,7 {1,770) 1,582 {1.582)

The rigks facad and methods used for demving ssnsitvity mformalion and ugnificant variablas did not change from Lhe previous perioc'

o} Invesiment nsk

Invesiment nsk 18 tha nisk of volalinty in the Company's net invesimant aamuings and value that reault m a reduced abiity to implamant corporale sirategy nvestmenl samings erise from Lha
Company's investmeny; of sharebofder capilal nvesiment classes include equibes and interes! bearings instruments, so Ihe management of Invesiment risk ancompasses equity prica nek
and intarest rele risk

Ives decisions mades regarding the sfiocabon of invesiment assats across assel classas
Ll isiona mads by the Compary in relaton

For the purpeses of tha rikk managemen| poficias and procadures, i risk -
andfor markels and includes the management of risks wathin these essel clasana. Investment nisk management relaies to lhe imt

lo the mvestmenl of shareholder caprtal

(] Liquidity risk

Liquudity nxk Is U risk thal the Compamy will nol be able o meed ils debl obigations, o olher cash outflows, as Lhey fall dus, bacsuse of u tack of lxurd assats er dificulty m sither reafising
naesis or oiherwisa muising adequate funding on Bcceptable lerms The risk management g deli dopied the Company are designed to liquadity nsk through
« snsuring that Lhere 1s no sigrificant exposure i ifliquid o thirly Iraded financial mstruments, and

+ applying limits 10 ensura Lhere 18 no concantrabion of iguidity risk to a paricutar countarparty or marketl.

{0 Risk g yjectivas and policies for mitigating insurance risk

The Cempany's objecivs is to satisfactonly manage these risks in ine with the Company's Risk Manmgement Slatement which is approved by the Board Vanous proceduras am pul in place
\0 cenirol and ritgale the riske faced by the Company depending on the nalure of the risk The Company's axposure lo il nsks is monnored by the Head of Businosa Sarvices and Lhis
exposure |s regularty reporied o the Boart'

insursnce nsks are conirolied through Lhe use of undarwnling proced deq rales and pokcy charges and sufficent reinsurance arangemenls Tighl comvols are also

mainisined over daims management praciican 10 ensurs the comec! and kmaly plyn;nnl of Insuranca caims.

Compl) risk and op | risk are bolh montored by lha Leadarship Team which reports regularly io ihe Board.
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(i) Strategy tor mansging Insurance risk

Portfolo of iaks

The Company issues by term bife b and some small iolal and permanen| diastulity and disabibty b The p of the Company and iis conimuing
absbty to wnie busineas dapends on Tis abibity to pre-empt and control neks  The Company has e risk sirlagy which has been approved by lhe Board. i surmmanaas the Company’s approach
to nak and risk management.

Rrak straiagy

in comphiance with conlmclual and reguialey requirements, a stralegy m in placa (o ensure hat the nsks underwntien will not adversely affect the Company's abiity 1o pay benefits and dams
when due The stralegy imvolves the identification of riske by type, impact and fikelihood, the mpk llation of pr and s to roiigate the nsks. and contmucus monitoring and
mprovement of the procedures in ptace Io minmise the chance of an adverse comphance or operational risk ocanring Included n this strategy 15 the process for undervting and prodoct
pricing o ansumw products are appropriately priced Caplial management 1s also a key aspect of the Company's risk managemenl stralegy Capital requuremenia are measured using a nsk
based capital mede! and afl of the vancus regulatory reporting reg Io which the Company is subjeci.

The Company has 2 provisional insurance ticenca from Lhe Resarve Bank of New Zaaland ("the Bank™). It i a cerndrion for all icensad insurers o maintain minimum capital requirements lo
meel the solvency siandard tests as determuned by tha Bank. The Comparty m required to comply wilh capital by 31 Dx ber 2012 As at 30 Seplember 2012 lha
enlity had capitsl in excees of thal required by lsgisiabion

{7 Methods to Hor and azness I sk exp

Exposura to risk

In an sffort to prolect and enh hareholder value, the Company acively il exp lo nsks o thal it can reac in a imely manner 10 changes in finsncial marksts, nsurance
cycles end sconomc and pofiical Risk sxy e ged using verious enalysis and vatuaiion lechriques and prudent and drvorsified underwriting

Manggement repering

Tha Company reporis monthly financial and operational resulls, daims exparience, claims frequency and saverity Lo tha Leadership Team and Board ‘This informlion is combined wilh lhe
delail of the Company's reinsurance programma to provide m central view of the Company's performance and iis grosa snd net axp The 1, the p by which it is gathered
and iha conlrols over the procass are reviewad on @ quarterly basia by Iha Leadership Taam which reporta regularly Lo (he Board.

{Tv) Mathods to lntit or fer i risk oxp L

Reinsurance

Al traates mra ysed io nasess the impaci on the Company's exposure 10 risk and (0 ensure the achiavermanl of tha optimal choice of type of reinsuranca snd relenlion levals
Claims management

Strici daims managemenl procedures ansure Lha tmely and comect payment of ciaims in ccordance with policy copdiliona

Assat snd bability mansgement fechniques
Aasala are allocated In @ way lo ensure an approphials malchmg Lo the longer term Imbilitiag in the businass

{v) Concantration of Insursncae risk
Insurance nsks aasocraied with human kife svenis

Bge group is

The ape profile and mix of sexes wilhun the popul of polrcyhak 18 d d sufficsenily 2premd o Lha the risk concenimbion in relaton 1o amy p

{vi) Terms and conditions of insurance corfracts

The naturs of iha larma of the insurance contracls writlen 1s such Lhal carain external variables can be identified on which related cash fiows for claim pwymenis depand The Lable balow
providas an overview of ihe key vanables upon which the amount of relaled cash fows are dependant,

Nature of compensation for Kay vartables that affact Lhe timing and uncartainty of

Typa of contraci Dulall of contract workings clalms future cash flows
Nor-particpatng Lfe i G tesd banelils pard on death or 1 health (folal and Banefils, defnad by the insurarce  Morality. Morbidity, Market earning rates. Interest rates.
contracts with fixed and permnanent disabiily) thal are fixed and gt d and not , are delesmined by (he Discontinuange rates. Expeansen.
guaranieed lerms {Term Life al {ha discrebion of the insuar conimci-and are nol direclly
and Disability} affected by Lhe performanca of the

moniracts as a whols.
{d) Credit rak

Cradil nsk is the risk of losa thal arisas from a counterparty faiting to mast their conlraciual comyvitmenls i fll and on time, of frem lesses srising from Lhe changa in valus of a finandal
nstrument a3 & resull of changes in credil nak on that nstrument.

Crodil nsk In reation to Ihe Company’a insutanca op is the nsk thal polcyholders, reinsurers, or third parbas which have s contractual fiabilily Lo the Company, defaull on their inanca)
cbigaticns A number of key polaes are in placa lo mitigate Lhis credil risk through:

« all kfe insurance proposals being subject to normal undervrl di befora Il of nsk, and
« lha Comparty enlérning inlo rsinsurance conlracis whersby mmn or all of Lhe nisk nsmualnd with life insurance undenwriling fs caded (o third party reinsunns, amd

* the usa of standard credit control {schniques wiich ensurs that premium payments are made within a reascnable limeframe or cover and hanca axpasurs lo clalm, cancelled, and
+ the menitoring of a reinsurer credil risk mbng to conlmd exposure to reinsuranca counlerparty default

Cradd nek in relation to the investment portfolio consists pnnapally of cash and shor lerm domesilc securities and d; its, mnd indirectly, 1l Ins unitised products which invest in
domesuc and internabonal fixed rieres necunuu snd mtemahmal and Ausiralasian aquilies. No coltatenal exists for any of the in is held by the Comp The crwdii risk
exposure i3 lhe carmying amounl of Lhe mdi inv s H . 83 are made In credil-worlhy financial inshlutions, credil deficits are nonndorud &l Lhix ime, unlikely lo

ocour
Tne invesimeni portiolio in parl backs lhe insurenca operations and in par supports sham caprial and relained eamings | dales have been struchoed accondingly end are
formalis2d by way of a Board approved Slaismen of Invesiment Poticy and Objectives (SIPO) The Board has set exposurs Umils (or benchmarks) for each assel class fo ensure there are no
spedific concantrulions of credit nisk atross aasel dasses, Counbiae, cimmencies, industnes, duralicns end securitiss Compliance with the BIPO is morstored (hrough ihe Company and

reported lo Board



BNZ Life nsuranaa Limiled

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (conlinued)
for ihe yaar ended 30 Seplembar 2012

Cradit exposure by cradit raling

The sctual spread of New Zealand cash and fixed iarest and Global fixed interest invesimens a1 Slatement of Financial Posiion dale 13 shown in tha Lable balkow:

Ralng rangs 012 2011
% %
AAA % 49%
AR S58% 25%
A 10% 8%
BEE % %
[[:] 0% %
Balow BB % 0%
No credit reting 26% 18%
100% 100%
Credil axposure by Invastment sscior
‘The lable below provid garding tha credit risk exp of tha Compary at S of Fi ! Posiion dale by investmen sadoi.
Investment Segtor 2012 2011
% %
NZ Cash 5% T5%
NZ Fixed internsl % 2
Global Fixed Inlaresi 0% a%
NZ Property 1% 1%
Global Proparty 1% %
MNZ Equities % %
Intanational Equilies 11% ™
Emarging Markeds % 1%
Global Infrasiruciurs 1% 1%
Commodrias 1% 1%
100% 100%
24 Notes io the of cash flows.
2012 2011
[n) Reconcillation of cash 3000 5000
For the purposes of the siatement of cash llown, ¢ath mcludes cash on hand and al bank and shert-term deposits a1 call. nal of ouislanding bank overdrafie  Cagh s st the end of Lhe
financial year as shown in the Sialement of Cash Flows 13 reconoled 10 the related iems in the Slatemenl of Financial Poailion s [olows:
Cash al bank - Commonly contrelled #ntities 5,368 4,624
Call dep wath bank - Comronly conlirofied enlilian - -
5,364 4,824
—
2012 2011
{b) Reconcillation of profit from ordinary aclivities after | lux to nel cash provided by operaling activitles $'000 $'000
Prufil from ordinary actviuas after income lax 17,891 23,318
Al for iterrss ifed BS -l ing activiin
Realisad [gains)losses from finandial assels a1 fair value through profil and loss 85 127
Adjustmenis for nan-cash movements
Unrealised (gains)lossas fofn financial assals al fair valus through profit and lass {1,760} 445
Dapreaaton and emordsalon 1,718 468
Change m asseis and fabiites dunng the financal yoa-
{Incressa)/Decreass 1n receivables (883) {202)
{Incrasse)Decrense in cumen lax assels {2,888) 521
Incrense/(decreass) in policyholdens’ iabdites 1,144 1,11
[{ VD 10 defemed lax assels 1418 &7
(D W in payables and employas banefil oblig: (7,103} 4,879
Na| cash provided by in} op g aclF 9.547 31,364
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BNZ Life Insurance Limted

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS {continusd)
for lhe year snded 30 Saptanmber 2012

25 Actuarial Infonmatlon

The effective daie of the ecluarisl mport on the polcy batditias and sotmncy r for BNZ Life Limited 18 as ai 30 Saptember 2012 and covers (ha 12 month period ending on
tha| dale

The poficy kabliliea and solvency reserves mpor is prepared by Hamesh Famar, BSc, FIAA, Fellow of (he New Zaaland Sociely of Actuares

Pobicy liabiitjes have been determuned in accordanca wiih Lha New Zealand Sociely of Acl " Profe | Standard No 2 mnd solvency rosarvas have been delermined in accordence:
wilh the Resarva Bank of New Zenland Solvency Standard for Life Insurence Busmess

Summary of lhe bast usad in d Mng pokcy Eabal

Risk Frya Discounl Rates

Year Drscound Rate

DM~ Db WA
w
-

10- 34
These rales are gross of tax and were denved by reference o NZ Governmenl Stock yields

Infistion Rale

The Inflation rale 13 based on Lha assumption thal the long tam inflatien rate 1s measured by the ncreasa in the Consumer Prcs [ndex wil be 2% parannum  The inflation rate in used to
daiermine expecied fulure policy incraases m respect of ihose policias whers there 15 an oplion for the polcy helder to ncreass the laval of sum maursd sach yeur acconding (o the growth in
Consumer Price Indar

Profit Carders and Valustion Msihods
The methods and profil camiars for parbeular policy typas ara as foflows

Product Mathod Profit Carriar
SacuntylLife Projection Premiums.
AutoLife Projaction Premiurms
LifeCare Projecton Premiums
EmzyCover Projeclion Premiums
Buminass LifeCare Projaction Premums
LoanCarm Accumulation na
Personal Loan Insurance Projaction Promiuma
Drrect Marksting Producls Projection Promiuma or daime
Group Insurances Unexpired Risk nia

Futura Malnt and 1 M t Exp

The [ulure expenses range from $& 85 to $48 30 per policy per annum, dapending on the prodiuct  Allowance is also made for daums and d (i

Expernsas are assuméd to inflale al a te of 2% per snum

In sdddion, proper allowarncas have baan mads for fulure commission pay ding to ratas of 1 Pprop for sdch produc.
Rate of Tanatien
A lax rale of 28 cenis tn tha dolfar has been d Wih the enactment of legislati g the iwxalion hasle for life Insurence, allowances have bean made wilhin projections of future

paymenle due trider the new basis along with changea ta Lhe pricing basis of producis.

Maortality and Morbidity
The man moriality labie used is one derived from the NZO7 Moriality Tabls {lorm insurancas) modified for smoker / non smoker mortakly and adjusied for tha Company's experienca
Marbidity ratea used for varous disabifity and trawma bansfits are based en various published Lablaa mflecling sxpari 1 Australs and New Zeatand

Rate of Discontinuance
Ralen of discontinuancs have basn d by role to aciual exp and range from 1% to 30%, depanding on the product and, for soma producis. on duration
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NOTES TD AND FORMING PART OF THE FINANCIAL STATEMENTS {contmued)
for the year anded 30 Seplember 2012

Sensitivity to Key Assumptions.
The lable below ustrales the change in prossni value of fulure profil margins if claim rates, lapses and expenses are changec

Assumption Change In presant value of future profil margine
{$rullion) (%)

ciaims increased by 10% -34 -10%
daims dacreased by 10% M 10%
lapse increased by 10% -28 -7%
Iapss decrensed by 10% 28 %
manlenante expenses
(including comamission) 17 -5%
ncrensad by 10%

mainienance exponses
(including commussion) 17 5%
decreased by 10%

Anutysls of Change In Assumptlons
The iatle below fiustraies the sgnificant changas in presant value of fulurs profil marging st 30 Saplembar 2012 due lo the changs in assumpllons from 2011 to 2012 The changs in

assumpbons has ne effect on the policy labiklies.

Valuatlon Movement Change in pmu_nlv-luu of fulure profit
margins {$million)

2011 Valuabon aog
Change in disceuni mile and
policy movemnanis 3z
Changs In expensa
AIBUMPLORS -23
Change i marbidity and
morlally assumptions 15
Change m japse
assumpbons a2
Cther aasumplon changes -
2012 Valugtion 361

Basis of Calculating Surrender Valuas
No BNZ Lifs Insurance Limyied producls allmcl surrender values

Ratas of Growth of Unit Prices n Respact of Unit Policles
ENZ Life Insuranca Lymiad hes not ssuad any uni inked conlracis

Rates of Future Supportable Particlpating Bansfils
BNZ Life Insurance L-mied does not have any parucipating products

Crediling Polley Adopted In Delermining Future Supp bla Participating Benefit
BNZ Lifs Insurance Lirsled doas nol have sny paricipaling producis

2012 2011
268 Operating profit §'000 3000
Proifil relaled Lo in policy ! liabalr
Plarnad margina of ovear exp 18,272 17,205
o 1 aclual and d sxperi {2,288) 280
Tha effecis of changes lo undsryng assuripbons (955) (787}
Invaslman aamungs on assal in excess of policyholders’ linhdibes 2,060 1,228
Orher incomne - 5,34

par Statemen! of Comprshansive Income 17,881 23,318
————

27 Regulatory Capital

Tha solvency reserved have been delsnmuned on the bays of tha Solvency Slandard for Life nsurses 83 promulgated by lhe Reserve Bank of New Zsaland in lanms of ihe Insuranca
(Prudenital Supenaston) Adl 2010, [n he previous year lhe solvency rasarvas were datermined on Lhe basis of Professional Stendard No 5 of the New Zealand Sotiety of Actuaries The

solvency margm for the Company la §21.580,458 (2011- §23 594,741}

28 Commit s and contingancies

Tha Direclors are not awara of any capial jenis o g al dele (30 Septemnber 2011 nil}
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BNZ Life Insuranca Limited

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS [contmued)

Ior the yeur ended 30 Saplamber 2012

28

31

Subsoquaenl svenls

b senl to the 30 Sep 2012

L daie, BNZ Lifa Insurance Linuled have bann advisad of a recervable of $762,000 frorm Munich Reinsurance in relation lo piufit sharing on ha

LifeCara and LoanCare Ireales for Lhe year ending 31 March 2012 (2011 $1,567,000) In accordarce wilh the accaunting policas of BNZ Lifs [nsurancs Limitad, this amounl has nol basn

recognised in Ihe finencal sisternenis

2042 2011

Dividends $'000 5000
Peclared and pad during the year (2012 115 00 canis = 2011: B1.18 cents) (23.000) (16,238)
Total dividends recognised in Ihe financial statements (23,000) (15‘235!
2012 20711

Imputaiion Credil Account $'000 $'000
Balance at baginning of period 1,782 1,702
‘Transfers from olhar group companies o o
Impulston arediis hing 1o dividends recaived durmg Lhe pariod S o
lmp aredils ung lo dive paid dunng the penod o .
Income lax paymenls during the period nat of ralunds . o
Adp for change in group airuclure . .
Baiance ai ond of paried 1,792 1702

=

No Drvidend Wiihhoiding Payment account |s maintained by Lhe Company

Polrcyholder credil account
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Independent Auditor's Report
To the Shareholders of BNZ Life Insurance Limited

Report on the Financial Statements

We have audited the financial statements of BNZ Life Insurance Limited (the ‘company’) on pages 1 to 24, which
cornprise the statement of financial position of BNZ Life Insurance Limited as at 30 September 2012, and the
statement of comprehensive income, statement of changes in equity and statement of cash flows for the year then
ended, and a summary of significant accounting policies and other explanatory information.

This report is made solely to the company's shareholders, as a body, in accordance with section 205(1) of the
Companies Act 1993. Our audit has been undertaken so that we might state to the company's shareholders those
matters we are required to state to them in an auditor's report and for no other purpose. To the fullest extent
permitted by law, we do nol accept or assume respensibility to anyone other than the company and the company's
shareholders as a body, for our audit work, for this report, or for the opinions we have formed,

Directors’ Responsibility for the Financial Statements

The directors are responsible for the preparation of the financial statements in accordance with generally accepted
accounting practice in New Zealand and that give a true and fair view of the matters te which they relate, and for
such internal control as the directors determine is necessary o enable the preparation of 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 the financial statements based on our audit. We conducted our audit
in accordance with International Standards on Auditing (New Zealand). These auditing standards require that we
comply with relevant ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected, depend on our 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,
we have considered the internal control relevant to the company’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, bul not for the purpose of expressing an opinion on the effectiveness of the company'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 overall presentation of the financial statements.

We believe we have obtained sufficient and appropriate audit evidence to provide a basis for our audit opinion.
We provide agreed upon procedures services to BNZ Life insurance Limited.

Partners and employees of our firm may deal with the company on normal terms within the ordinary course of
trading activities of the business of the company.

Opinion
In our opinion, the financial statements on pages 1 (o 24:

» comply with generally accepted accounting practice in New Zealand;
» comply with International Financial Reporting Standards; and

» give a true and fair view of the financial position of BNZ Life Insurance Limited as at 30 September 2012 and
its financial performance and cash flows for the year then ended.

Report on Other Legal and Regulatory Requirements
In accordance with the Financial Reporting Act 1993, we report that;
»  We have obtained all the information and explanations that we have required.

» In our opinfon proper accounting records have been kept by BNZ Life Insurance Limited as far as appears from
our examination of those records.

Eank N

11 February 2013
Wellington






BNZ Life Insurance Limited — Appointed Actuary’s Report for the Year Ended 30" September 2012

This report has been prepared in accordance with s78 of the Insurance (Prudential Supervision) Act
2010.

| have reviewed the actuarial information contained in the financial statements of BNZ Life Insurance
Limited (BNZ Life) for the year ended 30 September 2012.

This review has encompassed:

e Checking the underlying policy data for reasonableness.

e Checking the accounting data for reasonableness.

e The assumptions underlying the projected policy liabilities.

e The calculation of non-projected reserves.

e The notes containing actuarial information in the financial statements.
e The calculation of the solvency reserves

This review has not included a detailed review of the accounting data as | have relied on the external
audit to highlight any material issues in this data.

Aside from my relationship as Appointed Actuary of BNZ Life | have no other interests in BNZ Life or
its subsidiaries. | do hold directly a number of shares in NAB, the ultimate parent of BNZ Life.

| have obtained from BNZ Life all the information and explanations that | required to complete this
review.

The actuarial information contained in the financial statements has been appropriately included in
those financial statements. The actuarial information used in the preparation of the financial
statements has been used appropriately.

In my opinion BNZ Life is maintaining the required solvency margin that applies under its license.

BNZ Life does not operate a statutory fund as at the 30" September 2012 so there is no solvency
margin to comply with in regards to statutory fund regulations.

f:“'ﬁf’;"f’ff’:@f;f —

Hamish Farrar, FNZSA
Appointed Actuary, BNZ Life Insurance Limited

5" March 2013





