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TOWER MEDICAL INSURANCE LIMITED
DIRECTORS' REPORT
For the year ended 30 September 2012

The Directors of TOWER Medical Insurance Limited present their report and financial statements of the
Company for the year ended 30 September 2012.

During the year the Company undertook its principal activity of providing heaith Insurance services, and
reinsurance services o TOWER Health & Life Limited.

The after tax profit for the ysar was $13,249k (2011: $9,831k). Accumulated profits at the end of the year totals
$31,886k (2011: $25,637k). Shareholders’ equity at the end of the year tolals $63,886k (2011: $57.637k).
Directors consider the state of affairs of the Company to be satisfactory.

On the 2 November 2012, TOWER Limited announced to the markat the sale of our health business, TOWER
Medical Insurance Limited, fo leading Australian health insurer nib health funds fimited (nib) for approximately

NZD$102 miflion.

No disclosure has been made in respect of Section 211 (1Xa) and (e) fa (j) of the Companies Act 1093 Tollowing
a unanimous decision by the shareholders in accordance with section 211 (3) of the Act.

The Company has arranged Diractors' liability insurance for directors and officars of the Company and Hs

result of actions undertaken by them in the course of their duties. Such insurance arrangements exclude certain
actions such as the incurring of penalties or fines that may be imposed for breaches of the law.

The Directors in office at the date of this report are: R. Flannagan, M. Bogge, B. Walsh.
The Directors wish to thank all staff for their loyaity, appiication and support during the year,

The Board of Directors of TOWER Medical insurance Limited authorised these financial statements, for issue on
the 28 November 2012,

For and on behalf of the Board:

Ny 4 .
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TOWER MEDICAL INSURANCE LIMITED
STATEMENT OF COMPREHENSIVE INCOME

For the year ended 30 Ssptember 2012

2012 2011
Note $000 $000
Ravenue
Reinsurence premium revenue 4(A) 134,576 127,777
heurance premlum revenue 4(B} 11,854 12,826
hivestment revenue 5 5,760 5,933
tut operating revenus 151,959 148,536
Reinsurance claims expanse 14 89,797 88,736
hsurance claine expense 14 7,402 8,338
Decrease [n premium payback lablfities (510) (2,642)
Manegement and sales expenses 6 36,800 38,225
Kot cisims and opersting expenses 133,538 132,756
Profit bafors taxation 1¢,402 13,781
bhcome tax expense T(A) 5,183 4,160
Total profit and comprehsnsive Income for the year sttributed to
shareholdars 13,249 8,631

The above statement of comprehensive income should be read in conjunction with ths accompanying notes,
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TOWER MEDICAL INSURANCE LIMITED

BALANCE SHEET
As at 30 September 2012

Arsets

Cash and cash equivelents

Recslvables

Financisl assets at fak value through proftt or lose
Derivative financial assets

Deferred commission

Deferred acquisition conts

Deferred tax asget

Total assats

Liabilitlos

Payablee

Current tax labiky
#isurance fablities
Derivative financial iablities
Deforred tmx Babilty
Premium paybeck liabity
Total Babiiities

Not asxete

Equity
Contributed equily
Rautained earnings
Total equity

The financizl statements were approved for issue by the Bosrd on 28 November 2012,

The above balance sheet should be read in conjunction with the aocompanying notes.
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2012 2011
$000 $000
13267 28,165
2,576 2,802
88,914 70,543
3,318 5,074
9,520 9,672
22,387 20,506
14,516 14,848
184,477 152,490
1,834 1,847
234 3,562
26,397 27212
k7§ -
8,031 8,500
63,181 53,672
80,691 94,853
63,506 07,837
32,000 32,000
31,886 25,837
83,586 67,857




TOWER MEDICAL INSURANCE LIMITED
STATEMENTS OF CHANGES !N EQUITY

For the year ended 30 September 2012

Year o nded 30 Scptambaer 2012
At the beginning of the year

Comprzhenaive Incoms
Proft for the year
Total com prahenzive incoms

Transections with shareholders

Cividends pakd 13

At the end of tha yesr

Year ondod 30 Septamber 2011
Al the beginning of the year

Comprehsnsive incomea

Profit for the year
Total com pre hensive income

At ths end of the ynar

Attributed to shareholders

Contributsd Rotalned
egulty earninge Total
$000 $000 $000
32,000 25,637 57,837
- 13,249 13,249
- 13,240 13,249
(7.000)

C {7,000)

- (7,000) {7,000)
32,000 . 31,888 83.&&0
32,000 18,006 #8,6008

. 9,631 9,831

- 0,831 9,631
22,000 25,637 57,637

The above statement of changes in equity should be read In conjunetion with the accompanying notes,
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TOWER NMEDICAL INSURANCE LIMITED
STATEMENTS OF CASH FLOWS
For the yeer snded 30 Septomber 2012

Note

Cash flows from operating activitias

Premiums received

interest recelvad

hwvestment income

Claims expense

Paymenis to suppliers end employess

Net cash Inflow from operating activitivs 18

Casch fiows frem Investing sctivities
Nat (paymants)/recaipts from sales of financlal assats
Not cazh outfiow from investing zctivities

Cash flow s from financing activitios
(Paymants) of dividends
Net cazh inflow from financing activitiss

Not Incraass In cush 2nd aaxh equivalents

Cash end cesh equivelants at beghning of yesr
Cosh and cash equivalents st and of year

The above etatement of cash fiows should be read In conjunction with the accompanying notes.

2012 2011
$000 5000
145,930 141,131
3,920 8,818
4,841 4,651
(97,6554) (85,063)
(45,363) (61,715)
10,783 (8,378)
(18,681) 19,637
(18,591) 19,637
{7,000) -
{7.000) .
{14,008) 11,258
28,185 16,808
13,257 28485

e



TOWER MEDICAL INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Tha principal acocounting poilcles adopted In the preparation of the financial report sre sst out below. These policies have been applied to all
the periods presented, unless otherwise stated.

TOWER Mediosl Insurance Limited (the Company) Is a profit-orianted comparny incorporated In New Zsaland under the New Zealand
Companies Act 1993. The address of Its registered office Is 22 Fanshawe Street, Auckiand, New Zealand,

The principal activity of the Compeny ks providing health Insurance and reinsurancs.
BASIS OF PREPARATION

Compliance with international Financiel Reporting Stenderds (IFRS)
The finandlal statements and notes of TOWER Madical Insurance Limited comply with Infemnational Financial Reporting Standards {IFRS),

The financial statements have been preparcd on & falr vakue basis with any excaptions noted in the accounting policies below.
The Gompany’s owrirs or othars do not have power to amend the financial statements after they have been authorised for issus,

SPECIFIC ACCOUNTING POLICIES

(A) REINSURANCE AND INSURANCE PREMIUM REVENUE
Reinsurance end Insurance premium revenue is recognised in the period In which the premiums are eamed during the term of the

confrect.

The propariion of premiums not eamed In the statement of comprehensive income at the reporting date Is recognised In tha balanos
sheet 5 uneamed premium liabilty.

Reinsurance and insurince premiums on unclosed business are brought 1o account using estimates based on the previous yaars
actual unclosed business with dus sllowance made for any changes In the pattem of new business and renewals.

(B) INVESTMENT REVENUE
Invesiment revenue is recognised as follows:

() Dividends and distributions
Revanus Is recognised on an accrual basls when the right {o receive payment is established.

(i) Propenty income
Property income is recognised on an accrual basls.

{®) interast income
Interest income Is recognised using the effective intarest method,

{v) Fair value gains end losses
Falr value gains and losses on financiel assets at fair value through profit of loss are recognised through the statement of

somprehensive inoome in the periad in which they arise.

{C) RENSURANCE AND INSURANCE CLAIMS EXPENSE
Claims axpensas are racognissd when claime are notified with the exception of claims Incurred but not reported for which & provision

Is estimated (discusaad in note 2(A)).

(D) POLICY ACQUISITION COSTS
Policy acquieition costs comprise the aosts of asquiring new business, Induding commission, advertlsing, policy issue and
underwriting costs, agency sxpenses and other sales costs. Aoquisition costs are initially recorded In the statement of comprehensive
Incoma, with eny amounts to be deferred then taken to the balance shest as & Deferred Acquisition Cost (DAC),

The ecquistiion costs of establishing contvacts for medical products are deferred, These costs re amortized over the periods of
expected fulure benefit. A comparisan to recoverable valya Is earred out annually, with any variance helow camying value taken to

the slatement of comprehensive ncome In that yeer.

(E) TAXATION

(1) Gurrent tax
Current tax Is calculated bymferancebﬂleammnlufinmetampnyablsormmbla in respact of the taxable profit or tax loss

for the period, It is caloulated using tax rates and tax laws that have been enacted or substantively enacted by reporting date,
Current tax for current and prior periods is recognised as a tability {or asset) 1o the extent that it s unpaid {or refundable). @
7 -
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TOWER MEDICAL INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year endad 30 Septembsr 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

{il) Deferred tax
Deferred tax Is acoounted for using the comprehensive balance shaet [lability methed in respect of temporary differences arlsing from

ﬁremm betwaen the carrying amount of assets end HabBities in the financlal statements and the comesponding tax base of those
5.

Cumrent and defermed tax balances stirbutable o amounts recognised directly In equity are algy recagnised directly In equity.

{1} Tax consofidation
The Company is part of the TOWER tax consolidated Group of which TOWER Limited is the head entity. All members of the tax
the Group.

consolidated group an]ainﬁyrtdsmlyhﬂabrﬂwhzlabﬂlﬂesor

axpenss
Thelnmaiaxezpenuhmatnxpaylhlaonwabhlmunsforﬂ\emampeﬂod.hnadunmnlmomehxmh each juisdiction
and adjusted for changes In daferred tax assets and liabilties attributahls bwnmwdfﬁemnusarrdmmedmmos. k

{v) GST
Mmmmmdaarhhmmmgnfmdnmofgoodsandmmm GST) excopt where the GST Is
recoverable. in these Circumstancss the GST Is indluded hmerdaﬁedauetoremme.ﬂged?uuesand payables are rnpzt“ind
Inclusive of GST, ThenalGSTpny-blebormoovamblefromhemxsummumwanudahhmmuambbor

Oashﬂwsamlneludedlnhesba&znentsofuashﬁmonnnetbashhhemmtﬂnGsThnmmmm
Included i the expense or asset. 1] e b

{F) FOREIGN CURRENCY
() Functional

Trensiation differences on non-monetary items such as finenolel assets held at fair vaiue h or) of
thair fair value gain or loss. through profit or loss are reported as part

Exchange differsnces ariah'ngonﬂnaoiﬂementormslaﬂon of monetary ltems a8t ysar end excha 8 rates are recognised In the
siatemant of comprehensive Income, ng

(G) CASH AND CASH EQUIVALENTS

and bank overdrafts. Bank overdsafis are shown within cash and cssh aquivalents on the balance sheat If the net position Is
duatoTDWERGmup’srhhthoﬂsetovmmnlbhanklngfadﬂly. “hetpos o sseet

(H) ABSETS BACKING INSURANCE BUSINESS
The Compeny has determined that all aesels witn the company are held o back heatth reinsurence and insurance ligblities,

As these essets are managed In accordanss with agresd Investment mandate agreements on a falr valus basis and are rted to
the Board on this basls, They have been measured at falr value threugh profit or ioas wherever the applicable standard alm.
Fair value is determined ss follows: )

- shares, fixed Inforest securlties, oplions and units in trusts listed on stock exchanges are valued gt the Quated bid price of the

instrument at belance shest date;
- Unlisted fixed interest securities are recorded at amounts l;:sed on valuetions using rates of interest equivalent to the yields
t balance date;

obtainable on compareble traded Investments a
- iunfisted unit trusts are recorded at fund Mmenagers’ quoted redemption prices; and,
- Teceivables are carrled at amortised cost less any mpainment, which is approximately equal to fair valus as they are settied within

& short period.

5 Bl
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TOWER MEDICAL INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

)

i

IMPAIRMENT OF NON FINANCIAL ASSETS
Assels thet have an indefinite useful life are not subject to amortisation and ara tasted bl-annually for impairment. Assets with a finite
useful life are subject to amortisation and reviewed for Impaiment whanever events or changes in circumstances Indlcate that the
cairying amount may not be recoverable. An Impairment loss is racognised for the amount by which the assat's camying smount
oxcooC’s s recoverable amount. The recoverable amouni fs the higher of an assot's fakr value less costs to sall, and valus in use,

For the purposes of essessing impairment, assets ara grouped at the lowest levels for which thars are separataly identiflablo cash
flows (cash generating units).

DERIVATIVE AND OTHER FINANCIAL INSTRUMENTS

Tha Company dassti=e its financial assets In the following categoriea: at fair value throtgh profit or loss and loans and recelvables.

The tlassification depends on the purposs for which the financlal assels wars acquired. Managemeat determines the classHicafion of
recognition.

lts financiel essets at initial

(7} Loens and receivablee

Loans end recaivables ans non-derivative financial assets with fixed or determinable payments that are not quoted on an active
markst, The Company’s loana and recelvablas Gomprise trade and other receivables and cash and cash equivaients in the balance
shest. Loans and recelvables are measured Initially ai fair value plus transaciions oosts and subsaquently at amortised cost using the

effective interest method less any impairment,

i) mmmmmmm or jogs

Financial sesets at falr value through profit or logs comprize of financlal assets thet are elther haid for trading or designated on Initial
recognition al fair value through profit or loas, A financisl st is classified in this category If acquired principally for the purpose of
selling in the ghort-term or If so designated by management. Designation by management takes place when It Is nacessary to
eliminate or significuntly reduce messurement O recognition Inconsistencies or if related financlal sssets or liabillties are managed
and evaluated on a fair velue basis,

Financiel assets at fair value through profit or ioes are stated st Tair value, with any resultant gein or loss recopnised in the statement
of comprehensive income. The net gain or loss recognised in the statement of comprehensive Incoma includas any dividend or
Interest samed on the financlal assets,

Derivalives are categurised as held for trading unlese they are designeted as hedges. All derivatives entered Into by the Com
claseffied as held for trading as the Company does not apply hedge sccotnfing. 0 pany are

(#) Fair velue
The fair value of tha Company's financial assets and Iabillties that are measured at fair valus is determined based on avallable market

pﬂeumuslrrgnppmprhtavamﬁonmeﬁudslfheaarenmmwm;nmmﬂet Fhandallnshumantsearﬂedatfdrvam

{iv} Offsetling finenciel instnments
Financial sssets and liabilities are offsot and the net amount reported In the balanos shest when thare Is g legally enforceakie right 1o
offset the recognised amounte and there s 2n Intention to settie on & nat basis or realise the asset and sattls the liabinty

simuftaneously.

v} Derscognition
Financial asssts are derecognised when the rights t recelve cash flows from the investmants have explred or have bee transferred
end the Company hes transferred substantially all risks and rewards of ownarship. "

IMPAIRMENT OF FINANCIAL ASSETS
Finandial assets, with the exception of those measured st fair value through profit or loss, are assessed for Indicators of impaiment at

each reporting date. Financial assets ava impaired when there s objeciive evidence that the astimated firiure cash flows of the asset
have been impacied as a resultof one or more evenis that occurred after he Initial recognition of te financial asset.

For financial assets carried at amortised cost, the amount of the impairment is the difference batween the assets’ carrying amount and
the present valus of the estimated future cash fiows, discounted at the original sfisctive interest rate,

For all financlal agsats, other than trade receivablas, the carrying amount Is reducad by the impaiment loss direcfly, For trada
receivables the carrying amount is reduced via an gllowance account, againet which an uncollactible trade recelvable i written off,

A trade recelveble is deemed to be uncollsotible upan notification of insoivency of the debior or upon recelpt of simliar evidence that
the Company will be unable fo collect the amount. Changes In tha carrying emount of the allowance account are recognised In the

statement of comprehensive income,

Eh
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TOWER MEDICAL INSURANCE LIMITED
MOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 Septomber 2012

1. 8UMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

A prevously recogrifsed impairment loss ks reversed when, In a subsequent period, the amount of the Impairment lozs decrenees and
the decrease can be relatsd objectively tp &n event occurring after the impaimenit loss was {niially resognised,

(L) PAYABLES

(M) PROVISIONS

decision, and it is mors iikely mtﬂm:nuulllownﬂuomeesmbemqulmdbaelﬂem‘ aﬂon.PMslonummeognlsed
stthe béstesﬁmnteofﬁ:ﬂmmshﬁws dlmunhdbpmwtvnhnwlnmhedfeothmﬁeﬂa?ﬂg

{N) POLICY LIABILITIES
Heilth reinsuranoe and Insurence outetanding claims ars measured at the ceniral estimate of the present value of expected future
payments aftar allowing for historical claims cost escaiation and disoountad et the risk free rate. In eddition & risk mergin is added to
the claima provision to recognise the Inherent uncertainty of the central esimate.

The expected future payments include those In relation to daims reported but not yet peid, claime mcumred but not yet reported
(IBNR), claims incurmed but net enough reported (IBNER) end anficated clalms handling costs, Claims handiing costs include costs
that can ba aseociatod dinoctly with Individual claims, such as legal and cther professional fees, and cocts that can only be indireclly
associated with individual dleims, such as daime adminletration costs,

Liabiity adequacy testing Is performed In order to recoghise any deficlencies In the statement of comprehensive Income arising from
the carrying amount of the uneamsd premium liability iess any related defarred acquistion oosts end Intanglble assets nat meeting the
esiimatnd fulure claims under curment insurance conditions. Liabifity adequscy testing Is performed at 5 portictic javel of contracts that
are subjact to broadly simiar tisks and are managed together ae & single portfolin.

(O) PREMIUI PAYBACK LIABILITIY
For healh premhim payback business an edditional unesmed premium llabity has bizen established representing the accrued
amount of premium expecicd to be repaid fo pollcyholders. This Hablky Is discounted at the Hek-free rate and & lisbMity adequacy tost

huboenpufommdlnoomoraﬁmarlsknargln bemmwnthcenualemm.
(P) CASH FLOWS

(Q) CONTRIBUTED EQUITY
() Ordinary shars capital
Ordinary shares issuad by the Compeny are dlassified as eqully and are recognised at falr valus less diract lssue costs.

(R) BUSINESS COMBINATIONS
[dentifiable assets acquired und Rabilities assumed In a business combination are measured at falr vakse at acquisition date with any

excoss of cost over the fair value of the net assats anqukedreeognbadnuoodmnonmebuhmem. If there Is negative goodwill
then this Is recognissd directly In the statement of comprehensive income.

(8) COMPARATIVES
Where necessary, comperative information has been reclassifiad to achieve consistency in disolosure with the curent yaer.

: B
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TOWER MEDICAL INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year endad 30 September 2012

2. CRITICAL ACCOUNTING JUDGEMENTS AND ESTIMATES

The Company mekes estimates and assumptions In respect of certain key assate and liabillties. Estimates and Judgements am
continually evaluated and are based on historical experience and ather factors, Including expectations of future events that are
believed to be reasoneble under the circumstances. The key areas where critical accounting estmates are applled are noted below,

(A) CLAS LIABILITIES UNDER HEALTH REINSURANCE AND INSURANGE CONTRACTS

Pravision is made at the end of the year for the estimated cost of cleims Incumed but not settied at the balance sheat d e, Includt
the coet of claims Incurmed but not yst reporied to the Company. s ats, Including

The estimaied cost of clsims Inckudes direct expenses to be ourred In settiing claims gross of the expacted value of recoveries.
The Compeny takes all reasonable steps to ensure the! It has appropriate Information regarding its claims expooures.tl‘-lymver. given
Mmmhmbﬂngdlkm provisions, ithllkelyumtmeﬂnainumneumlprovelnbedlﬁemntfnmthenrldnal ablity
estal .

Tha esfimation of claims inourred but not roparted (IBNR) is ganerally subject to & greater degree of uncsriginty than the estimation of
the cost of setliing dalms already nctified io the Company, where mors information about the claim svent la g;‘r'lamlly avallable. IBNR
claime may often not be apparent to tha insured until many years afer the events giving rhcbﬂredakmhashappemd.

In calculating the estimated eost of unpald claims the Company uses a varlely of estimation techniques, generally based on statistical
analyses of historical experience, which assumes that the development patiern of the current claims will Ig:e consistent with past
@periance. Allowance ls made, however, for changes or uncertaintiss which may create distortions in the undarlying stetisics or
which may cause the cost of unsettied claims i increasa or reducs when compared with the cost of previously setfied claims

Including:

- dunqeslncmnpanypmmas\mld!mlmtaooelamhorabwdownthedmlqmentand or) reco of 0
claims, comparsd with statistics from previous periods; e =l

changes In the legal environment; ’

the effects of inflation;

changee In the mix of business;

the impact of large losses;

movements in industry benchmarks; and

maedical and fechnological developments,

A componert of these estimation fechniques Is usually the estimation of the east of notifled but not paid olaims. In estimating the cost
of these the Company has regard 1o the claim cdircwnetances as reported, any information avaliable from loss adjusters and
Information on the cost of setfling claims with simiar characteristics In previous periods,

Large claims impacting each relevant business class are generally assessed separatsly, being measured on acase by csop basls
projectad separataly in order bo aliow for the possible distorive effect of the development and Incidsnge ofhelelary?dnim:. “

Detaks of specific assumptions used in deriving the outstanding claims liabllity at ysar end are detafiad in note 14.

(B) TAXATION

The Company Is subject to income taxes in New Zealand and jurisdictions whers |t has foreign operations, Signifinant management
Judgemont ls required In determining the woridwide provision for Inoome taxes, There are some transactions and calculations
undertaken during the ordinary course of business for which the ultimate tax determination i uncertsin. The Company estimatos its
tax labilites besed on its understanding of tax law In each relevant jurisdiction, Where the final tax outcome of these matters Is
diiferent from the emounts that were Initally recorded, such difiersnces will impact the cumrent and deferred Income tax assets and
liabilites in the period In which such determination is mads. Dsferred tax assets are recognised for all unused tax iosses to the extsnt
it Is probabie that taxable profits will be available againat which the lossss can be utilsed. Significant management judgement is
required to determine the amount of defarred tax assets that can bz recognised based on the Bkely timing and quantum of future

taxable profite,

11 @
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TOWER MEDICAL INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2012

3. IMPACT OF AMENDMENTS TO NZ IFRS
(A) Standards, amendments and intorpretations to axksting standards that ars not yet effective and have not boen early adopted
by the Company.

The following standards, amendments and interpretations to existing standarde have beon bublished and are mandatory for the
Company's accounting periods beginning after 1 October 2012 or later periods, The Gompany has not early adopted them. The
Company axpects fo adopt the following new etendards on 1 October aftar the effactive date.

- NZIFRS 13 ‘Fair value maasurement’ (effactive from 1 Janusry 2013), Themndaadrephcumuuldanneonfalrvmus
measurement in existing [FRS Iitereture with & single standard. The standard is not expectad to have a materal impact on the

financial statements,
{B) Standzrdx, amandments snd Interpretations to zxiniing etandsrdz eifoctive 2011 or early adopied by the Compzny.
The Company has adopted the following naw and amendad IFRS's as of 1 October 2011:

~ NZ IAS 24, ‘Relatad party disclosures' (effective from 4 January 2011). The revised standard @ments the dafinition of & related parly.
The revised standard has not resulted In any additional disclosures.

= FRE 44, 'New Zealand additional disclosures’ (offsctive from 1 July 201 1). This standard amands muléple standards io hammoniss N2
IFRS with IFRS znd Australian Accounting Standards. The amendments have not had & material impact an the financial statements.

- membthIFRsmnindudesmmamndmmeorpaﬁoda beginning on or after 1 Janvary 2011. Tha
amendments have not had a matexial Impaot on the financlsl statements,

2 B
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TOWER MEDICAL INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 Saptember 2012

4. PREMJUM REVENUE

2012 2011
$000 $000
{A) ReInzurence premium revenue
Gross health relnsurance premivms 134,372 128,385
Movement in unearned premium #ablity 204 (608)
Total reinx urance promium revenus 134,578 127,777
{B) Insurance premium revenue
Grose heath insurance premiums 11,834 12,888
Movement In unearned premium iiablity 20 (&)
Total insurance premlum revanus 11,864 12,026
Total premium revenue 145,230 140,803
5. INVESTMENY REVENUE
Fixed hiterest securitios
interest income 8,020 3,618
Net realised gain 202 112
Net unrealsed gatn/(loss) {320) {113)
3,811 3,617
Cthertd
Net reafised gain 8,051 4,120
Not unrealeed gakn/(ioas) {6,102) (1,804)
_—ﬁh_
1,949 2,318
Total investment revenue
Total investment revenue 3,829 3,618
Totel net reallsed galn 8,263 4,232
Net unreafised galn/{loss) {8,422) {1,817)
Total investmant revenue 5,760 5,933

 The income and losé In these categorias has been genereied by financlal assets designated on initial recognision at fair value through

profit or loss.
® Other Investment gsine and lossss has been generated by derivative financlal assets and financlal liablities classified as held for trading

at feir value through profit or lose,

6. MANAGEMENT AMD SALES EXPENSES

Deferrod ecquis tion costs (ncraase)/decraase {1.681) 1,666
Commission 20,462 20,067
Mansgement expenses 18,118 16,863
Total management and seles expenses 38,809¢ 38,225
inciudo d In total menagem ent expenses and sales oxpenses are the follcwing

Amo:tisation of deferred acquishion costs 8,570 8,591
Change in provision for doubtful debts 4 235

Nao sudit fees ware pald by the Company its auditor during the year (2011: nil). TOWER New Zealand Limited paid all fees for audit
services provided o the Campany for the ysar snded 30 September 2012.

13 JEE

proe



TOWER MEDICAL INSURAMCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2012

7. TAXATION
{A) CURRENT TAX EXPENSE

Analysis of taxation axpense

Currant taxation

Deferred taxation

Underf{ovar) provided In prior years
Incomo tox mxponse for the yoar

The tax expense racognised can be reconcied to the apcounting profit ms follow a:

Profit before taxation

income tax at the current rate of 28% {2011: 30%)

Change in tax raies
Under/(over) provided in prior yeers
Taxation expense

2012 2011
$000 $000
4,500 3,662
563 483

- 9
5.183 %180
18,402 13,781
6,153 4,135
- (80)

- 85
5,153 4,150

;nonaymnlmhummspwbmduoehempmymmm 30% to 26%. Thlsmsel‘feoﬂvsinrﬂnCompanyimm 1 Oclober

(B) DEFERRED TAX ASSETS AND LIABILITIES

2012

Movements In deferrsd tax sssets
Provislons and accruals
Totel deforred tax sssots

Movements In dsferred tax lisbilitias

Deferred acquistion costs
Total daforrad tax llabilities
Nat deferred tax

2011

Movementz in daferred tax assots
Provisions end accruals
Totsl deferrad tax assets

HMovemsnts in deferrad tax llabilitles
Ceferred acquistion costs

Total deferred tex labilitics

Nat deferred tex

Charged/
{credited) to
Opening statement of Closing batancs
balance at1  comprahengive at 30
October Ineome 8aptamber
5000 2000 $o000
14,648 (132) 14,516
12,648 (133) 14,518
8,600 431 8,831
£,500 £ €931
6,148 (383) A 5,505
Chargad/
(croditad) to
Opening stetementof Cloaing balance
balance at 1 comprahsnsive =t 30
Octobor Income September
000 3000 §000
15,340 (692) 14,848
15,340 (652) 14,840
8,860 {188) 8,500
8,899 (199) 8,500
6,641 {483) §,148
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TOWER MEDICAL INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the ysar ended 30 September 2012

7. TAXATION (CONTINUED)

Nyt Deferred Tax
Expectad to crystalise in the next 12 months
Not expacied to crystallse n the naxt 12 months

8. RECEIVABLES

Outstanding reinsurance premiums and trade receivables
Quistanding insurance premiums

Related party receivables

Total racelvables

Cutstanding premiums and trade recaivables above are presented nat of allowa
aliowancs for credit lossss and impalrment during the reporting pariod was as

Outstanding premiums and trade recelvables
Allow ance for doubtfu! debls

Balance at 1 Qotober

Frovisions edded during the year
Ivpairmant loss recognised during the yeer
Halance et 30 September

Anolysed exn;
Cutrent

9, DEFERRED ACQUISITION COSTS

Opening baikance at 1 Oclober

Acquisition costs deferred during the period
Current period amortisation

Closing balance st 30 Ssptem ber

Analysed as:

Current
Non-current

15

2012 2011
$000 $000
(1,253) (1.268)
6.838 7497
5,585 6,148
- 2234
2,245 230
891 338
2,478 2002

n':v:or credit losses and impalment. Movement in the

2,621 2,600
(27!2 !ﬁ’
2,245 2,184
(235) (172)
{63) (83)
22 -
L0 — )
2,576 2,802

20,850 22,7251
10,280 7,025
(8578) (8591
27 .

6732 4534
16,635 16,152
22,367 20,688
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TOWER MEDICAL INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year anded 30 Septomber 2012

10. PAYABLES

Trede payables
Other payables

Totul poyables

Analyzed as:
Current

11. INSURANCE LIABILITIES

2012 2011
$000 $000
1523 1,847

311 5
1,834 1,647
1834 1,847

On 30 September 2012, all health Insurance business of TOWER Health & Life LimRed was transfered to the Company. As a result of the

fransfer, a reinsurance arangsment betwsen TOWER Health & Life Limited and the Com
assets and liabilities preserried in the balance sheet are nil as at 30 September 2012.

(a) Felnsurance lisbilities
Uneamed rolnsurance prerriums
Outztanding reinsurance clalms

Total relnsurance lichlilties

Anslysed g6
Current

The table below Includes & reconciiation of unesmed premiume a3 at balance date

Unssrned relnsurancs premiums
Opening batance st 1 October
Premiums w ritten

Premiums eamed

Transfer out of health policies

Closing bslance at 30 8sptember

{b) Insurance liabilitise
Unearned Insurence premiums
Oulstanding insurance claims

Totsl Insurance labllities

Anslysed os:
Current

The table below Includes a reconciiation of unearned premiums as at balance date
Ungarned insurance premiums

Opening batance at 1 October

Premlums w ritten

Premiums earned

Transfer in of heakh poicies

ClosIng balance at 30 Saptember

Total policy lisbiiities

16

Pany was cancelied. Consequently, reinsurancs

- 12,058

- 10,341

- 22'399

- 22,399

12,058 11,621
134,372 128,385
(134,877) {127.848)
{11,553) -
- 12,058
15,438 8,801
10,858 o72
28,307 4,873
28,307 4,873
3,901 3,660
11,634 12,886
(11,648) {12,854)
11,553 -
15,439 3,901
26,397 27272
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TOWER NEDICAL INSURANCE LIMITED
HOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2072

12. CONTRIBUTED EQUITY

2012 2011
$000 $D0D
Crdinery shere capital (fully paid) 32,000 32,000
Movements In ordinary share capital
Opening balance at 1 Octobar 32,000 32,000
Shares lssued during the year - -
Closing balance at 30 September 32,000 32,000
Ropresented by: (000's) Number of sharex
Ordinary shares autharised 32,000 32,000
All shares rank equally with one vobe atiached to each share.
13. RETAINED EARNINGS
2012 2011
$000 $000
Opening balanca at 1 Ociober 25637 16,008
Net profit for the year 13,248 8,631
C:/idends pald ($0.22 par share) (7,000) -
Closing bolancs &t 30 Soptembar 31,886 25,637
14. HEALTH INSURANCE BUSINESS
2012 2011
£020 $0060
(A) Anstysks of heslth inzurance opersting result
Insurance premium revenus 11,654 12,826
Reinsurance premium revenue 134,576 127,777
Net pramlvm Income 146,230 140,603
khsurancs clalns expense 7402 8,336
Reinsurance claime expense 88,797 88,736
ot claim# incurred 97,109 87,072
Acquisttion costs 8,082 7.744
Other undenw riing expenses 27807 30,481
Movement In actuarlal reserves (510) (2,642)
Underwriting result 12,652 7,843
nvestment revenue 5,760 5,033
Cperating profit before taxation 15,4802 15,761
Anslysie of heaith insurance underwriting result
Proflt from health business 18,402 13,781
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TOWER MEDICAL INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2012

14. HEALTH INSURANCE BUSINESS (CONTINUED)

{B) Netclaims Incurred 2012 2011
Risks borne In  Hsks borne In Risks borne In  Riske borna in
current ycar prior yoars Total current yeor prior years Totzl
$000 $000 2000 $00) $000 $000
Claims éxpense

Direct rainsurance and insurance claims

- undiscounted 87,179 10,020 87,199 87,108 8,876 07,072
Clalm3 expense 78? 178 19,020 97,169 57,196 D,ETE 97,072

funded by ths releass of the premium payback reserve). Addilionally $1.45 million has been released for the over-ressrvad portion of the
prior year putstanding claim reserve.

2012 2011

$000 $000
Central estirate of expscted present value of fubure paymerds for claims incurred 10,084 10,583
Clakme handing costs 352 191
Risk margin 622 530
Claims liabliity — 10,658 1317

{a) Assumptions adopted in caiculation of health insurence provisions
Estimates of the outstanding dlaims as at 30 Saptembar 2012 have been carried outby J. Fayter, B Sc, FNZSA, FIA,

The New Zealand acluarial assassmants are in accordance with the stendards of the New Zealand Society of Actuaries. The Appointed
Actuary wers satisfied as to the nature, sufficlency and accuracy of the data uaed 1o determine the outstending claims fiabllity.

The outstanding olaims Nabliity is sat at a leve! that |s appropriate and sustainable to cover the Company's claims cbligations afier having
regard o the prevaliing market environment and predent Industry pracice.

The following assumptions have been made in detemining net oulstanding clalms Rabilites:

2012 2011
Discount rates varied from T2P%032%  44%0BR
Claims handiing expense ratio 3.40% 1.70%
Riak margin 5.00% 5.00%
The w eighted average expectad termio settisment of outstanding claims based on
historical trends is:
Short tal claims 2.11 monthe 1.66 months

Clzims handling expense
The estimaie of ouistznding claims Eablities incorporates an allowance for the future cost of adminiatrating the claims. This allowsance Is
business,

dstermined after analysing historicel claim related expenses Incurred by the classes of

Risk mergin

The outstanding clalm llabliity siso includes a risk margin that re!ates to the Inherent uncertainty In the ceniral estimete of the future
payments.

Risk margins are determined on a basis that reflects the Company’s business. Regard is given to the robustngss of the valuation models,
the reliablity and volume of available date, past exparianca of the insurer and the industry and the characteristios of the classes of business

written.
The risk margins apphied to fulure claims payments are determined with ths objective of achleviry at Jeast 75% probabllity of sufficiency of
the unexpired risk Hablitty.
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TOWER MEDICAL INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2012

14. HEALTH INSURANCE BUSINESS (CONTINUED)
Raconaliistion of movemants in discounted outstanding claims Uability

2013 2014
Grozy Relnsurance Not Grose Relnsuronce Net
§000 $00D $000 $000 $000 $000
Bolanes brought forvard 11,313 - 11,313 10,304 < 10,309
Increass In claims incurredirecoveries
anticipated over year (4,082) - (4,092} {(2.078) - {2.078)
Cialrs Incurred during the year 101,281 - 101,281 99,150 - 99,150
108,612 s 12 107,376 - 107370
Clalms pald during the year (97,5654) - {97.554) (88,06 - (96,063
Bdlanes earrled forward , - 13713 - 1?51';‘,
(b) Sensitivity »nalysis

Sensitivity analysis Is conducted to quantify the axposure to risk of change In the key underlying variables,
The Impact of change In a key variable on the premium payback reserve I set out below:
Changa In following

financiel yrar's
sharsholdar profit and
equity net of relnsursnce
Vearlable Movemant 12 2011
$100 $000
Discount ratss Increase of 50 basks points 748 784
decrease of 50 bask polnts (782) (797)
{c}) Futurp net cash out fiows

The following table shows the expected run-off pattern of not undiscounted outstanding claims.
2012 2011
Expscted Qaims Run OF $000 $000
Within 3 months 8,458 9,668
3 to 8 months 849 1,021
6 10 12 months 486 533
After 12 months 66 71

(C} RISK MANAGEMENT POLICIES AND PROCEDURES

The financial condition and opcrations of the Insurance business 2re affected by a number of key riake including Ineurance risk, interest rate
risk, currancy risk, merket risk, financial risk, compliance risk, fiscal risk and operational risk, refer to note 16. Notes on the policies and
procedures employed in managing these risks in the health insurance business are set out below.

{a} WManmmmmmm»ummmmmmm thoso risks

The risk manegement activities inciude prudent underwrifing, pricing, and management of risk, fopether with claims management, reserving
and investment management. The objective of thasa disciplines is to enhance the financdial performance of the Insuranca operations and to
ensure sound businass praclicas are in place for undenwriting risks and clalms management.

The key poicies In place to mitigate rsk arising from wiiting relnsurance and Insurance contracts Include comprehensive management
information systems and actuarial models using historical Information 1o calculate premiums and monfior claims.

(b} Terms and conditions ofinmmeomcuthnhanemmrmdonmm timing and uncertainty of cash flows

The terms, relnsurance and condiffons attaching fo insurance contracts affect the level of insurance risk accopted by the Company. Certain
polisies within the health Insurance business have premium payback clauses that allow for the return of premiums after ciaim payments,
These llabiities are matched with sultable assets,
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TOWER MEDICAL INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year anded 30 Septembsr 2012

14. HEALTH INSURANCE BUSINESS (CONTINUED)

{¢) Concontration of insurancs risk

The Compeny does not have malerial concentration of relnsurance and insurence risk with respect to the reinsurance and insurance
portfollo.

(d) Davelopment of claims

The foliowing tabie shows the davalopment of nat undlscounted outstanding olaims refative to the current estimata of ullimate claims costs
Tor the five most recent years,

nt year
‘Eﬁ;, ~ 2009) 2010 2011 2012 T

Utimato cladme cont estimate NZ$000 NZ$000 NZ3000 Nz$oon NZ$00 NZ$003
At end of accidert vear 73,288 77,180 83,371 88,634 88,834

One year later 71,383 76,816 81,581 84,083 o

Two years ater 71.142 78,205 81,208 - -

Three years later 71,142 78,203 - - N

Four years 'ater 71,142 - = =

Cumrent estimate of Wiimate clalms cost 71,142; 76,205 81,208 84,083 86,314

Cumilatize paymunts (1,142) (76,205) (81,268)| (84,013 (76,300)

Undiscounted cantral astimate . - - 70 10,014 10,084,
Discount to presant velue - - . N 4
Discountad central satimste - - - 70 10,042 10,052
Risk margih asz
Claims handing L) 522
|Gross outstznding ckims Hzbilitas 10,95
(@) Lisbility Adequracy Test

if the uneamad premium liabity loss relabed defsmed a

addional risk margin o reflect the inherent uncertalnty in the central estimate th

sufiiclen), The risk margins applied to fifurs claims were determined with the
described

the unexpired risk llabllity using the same methodology as

cquisition costs exceeds

above,

Cantral estireta of the present value of expected future cash flow s

Risk margin for 75% sufficlency

the present velue of
en the uneamad

usmwawmummmwofwmmof

Unearmed premium labilties as at 30 September 2012 wars suficant (2011: sufficient).

(D) INSURER FINANCIAL STRENGTH RATING

TOWER Medical Insurance Limited has an Insurer financial strength rating of ‘A.*

has an effective date of 6 Septsmber 2012,

(E) NON-CURRENT HEALTH INSURANCE CONTRACT LIABILITY

A number of the Company’s health insurance pelicies have a be
claims recelved over the He of thelr policy, 'premium
reinsurance and insurance contract liabllity. The liabi
premiums over clalms at individual polloy level. A Nabillty
aggrogate,

applied i confim the sufficlency of the liability In

paybacic,
ity ln determined bassd
adequacy fest with a rsk meargin o cover un

if certain condition:

20

plus an additonal
associated daims handl

the pregent valus of the
risk margin io refiect the
Ing costs and other

meamecmdmmmhﬁowsplwme

premium Kabfity ks deemed 1o be

nefit whareby policyhokders receive & propo
8 &re met. This Rabilty
on the discounted value of

2012
80.58%
8.76%

2011

62.20%
B.75%

(Excellent) lssued by AM Best Company inc. The rafing

ron of premiums paid less
représent: a long term health

the acoumulated excess of
certainty in ths central estimate is also

B
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TOWER MEDICAL INSURANCE LIMITED
HOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2012

14. HEALTH INSURANCE BUSINESS (CONTINUED)

Assumptions Used In the Calculation of ths Liability

Linbility:

Discount rate for suocesding year

Ciscount rate for folowing years

Lapse Rate unti 3 ysars from premium payback dats
Lapse Rate within 3 years of premium payback date

Liablitty Adoquucy Text / Cesh flow projaction:
Discount rate for succesding and follow Ing years
Clatns and Preimium Infletion rate for succeeding and folowing years

Lapse rates:
GSTrete
#come Tax rate

Administration expence per member;
Expense inflation for succeeding and follow ing years

The table below Includes a reconolliation of the llability as at the reperting date.

Balunce at 1 October

New funding

Benefita pald

Other

Balence at 30 Septembar

(3} LiguidRy risk and future net cash outflows
The table below shows the estimated timing of cash outflows resulting from presium payback lablities.

and associated Liabliity Adequacy Test

2012 2011
2.28% net of tax 2.77% net of tax
228% netoftax  2.77% net of tax

1% p.a. 1% p.a.
0% tc 1% p.a. 0% to 1% p.a.
8% p.a. 9% p.a.
0% 10 25% p.a. 0% to 25% p.a.

16% 15%

28% 8%

$7420 §74.20
2% paa. 2% p.a.
2012 2011
$000 $000
53,872 58,212
8,776 5,924
(12,081) (11.964)
2794 3480
&§3,181 £3,672

L#ss than Cac totwo Two to three Three to five Over five
Total ones yaar yoars yegrs years yesrs
$000 $000 £000 $oo0 %000 000
30 September 2012 53,161 11,876 5,840 4,703 7,678 22,965
30 September 2011 63,672 B,444 8,475 4,882 7217 23,673
21
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TOWER MEDICAL INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the ysar ended 30 September 2012

14. HEALTH INSURANCE BUSINESS {CONTINUED)
{F) SOLVENCY REQUIREMENTS OF HEALTH BUSINESS

The Minimum Solvency Capital required to be retained 1o meet solvency requirements are shown below, The Actual Solvency Cepital
exceads the minimum requirements by $16,548,311 for the Company.

2012

$000
Actual Sovency Capital 28,868
Mnimum Solvency Capltal 12,120
Scivency Capltal —EB48

The methodology and bases for determining the Solvency Margin ars in accordance with the fequirements of the Solvency Standard for
Nonife Insurance Business published by the: Reserve Bank of New Zealand. Tha new solvency requirements were Introducad this year
under the Insurance Prudantial {Suparvision) Act 2010 and become effective from 31 Decemnber 2012,

18. FINANCIAL INSTRUMEMTS CATEGORIES
The analysls of financial assets and fabiites into their cetegories and classes Is set out in the following tables.
Loans and Fr valus through profit or loss

Total recelvables Designated Hald for
trading
5000 £000 $000 $000
As at 30 September 2012
Financlal assets
Cash and cash equivalents 13,257 13,257 & -
Qutstending premiums and trade receivables 2,245 2245 - -
Related party receivablos 31 33 . -
Derivative financial ass et 3,318 - - 3,318
investments in fixed interest securlties 88,914 - 88,914 -
Total finencial axsots 105,085 15,833 85,914 3,318
As at 30 8apleomber 2011
Financlal axgots
Cash end cash equivalenis 28,185 28,185 - .
Outsianding premums and trade receivables 2484 2,484 5 "
Related party receivabies 338 338 . x
Derivative f nanclal assets 5974 - - 5074
hvestments in fixed interest securities 70,543 - 70,543 -
Total financlal assets 107,484 30,967 70,543 5,074
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TOWER MEDICAL INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the yoear ended 30 September 2012

15. FINANCIAL INSTRUMENTS CATEGORIES {CONTINUED)

Financial
Total Falr value labllities at
through profit zmortised
or losz cost

Held for trading
As at 30 September 2012 $000 $000 $000
Financial liabliitles
Trade payables 1,516 1,515 -
Derlvative firancial fab¥ities 34 - 34
Total financial liabliitles 1,589 1,515 34
Az at 30 Saptember 2014
Fnanclal llabliitles
Trads payables 1,887 - 1,847
Total financial Hablilitis s 1,047 - 1,847

18. RISK MANAGEMENT AND FINANCIAL INSTRUMENT INFORMATION

The financial condition and operating results of the Cempany are affected by & number of key finencial and non-financia! risks. Finandlal
risks include market risk, credit rigk, financing and licp.idity rigk. The non-Anandlal risks include Insurence risk, compliance risk and
cperational risk. The Company’s objectives and policies In reepect of relnsurancs and insurance risks are disclosed in note 14, while the
managing of finanaial and other non financial risks are eet out In the remainder of this section.

Tha Company's objective is i satisfactorily manage these risks in line with the Bourd epproved Group Risk and Compllance framework
policy. Varlous procedures are put in plece to Identify, mitigate and monitor the rigks faced by the Compsany. Business Managers are
responasible for understanding and menaging thelr risks including operational and complisnce rigk, The Company’s exposure to ail high and
critical rigks is reported monthly 1o the Group Boerd and quarterty to the Group Audi and Complance Committas,

The Board has delegated fo the Group Audit and Compliance Commities the respansibility to review the effectiveness and efficiency of
Internel audit services, group risk management and Internal financlal controls and systems as part of their duties. A

managemant processes,
Group Risk and Compliance team is In place in anovamtmdadvboryeapadtyandhmanagoms riek end compliance framework.

Financlai risks are generally monitored and centrolled by alacting appropriste assels to back policy lablites. The assets ara regularly
monliored to ensure thet there are no material aszet and labiity mismatching issues and other riske such g liquidity risk and credit riek are

mzintained within acceptable limits.

The Board has delegatad to the Group investment Committes the responsibllity for:

- reviewing investment policy for shareholder and funds;
- reviewing the risk management pollcy and statements in respact of Investment management, including the derivative polloy;

- considering the establishment, edjustment or delstion of limits and counter-party approvals, and the soope of financlal Instruments to be
used in the menagement of TOWER's investments;

= reviewing the appointmant of extemnal investment managers;

- monitoring Investment end fund manager performance; and

- mohitoring complianca with investment pollcles and clienf mandates,

{A) MARKET RISK

Market risk Is the risk of change In the fair velue of finandal Instuments from fiuctuations In the foreign exhange rates (currency rigk),
market interest rates (interest rate risk) and market prices (price tisk), whether such changa in price i& caused by faclors specific to an
Individual financlel instrument or ks issuer or factors affecting all financial Instrumente traded in a market,

The impact of reasonably possible changes In market rigk on the Group shareholders' profit and equity is included In (F) below.

() Cumency risk
Currency risk Is the risk of loss resulting from changea in exchange rates when applied to assets and llabiiiies or future transactions
denominated in a currency thet is not the Company's functional currency.

The Company's princlpal fansactions are cared out in New Zealand dollars,

The Group Invostment Committee sets limits for the management of ourrency risk arising from its investments baged on prudent
intemational esset managament practice. Regular neviews sre conductsd t ensure that these limits ere adhered to.
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TOWER MEDICAL INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2012

16. RISK MANAGEMENT AND FINANCIAL INSTRUMENT INFORMATION (CONTINUED)

{#) Intorext rate risk
Interest rate risk is the risk that the value or fiture value cash fiows of a finandlal imkummnmlﬂucnmbecamufmngu in interast
rates.

The Board is responsible for the management of the Interest rerte risk arising from extemal borrowings. As at 30 Septamber 2012 there wers
nio interest rate swaps in place in relation o external borrowings (2011: NH). The Company manages interest rate risk ariging from Its
Interest bearing investments In accordance with Group In ent Committee approved policies,

{¥)) Prico rik
Frice risk e the risk of loss resulting from the dacline in prices of equity securities or other assets. The Com i risk
because of its Investments in publidly traded equity ssourifies end other unit rusts, pany Is exposed to price

Prie rik Is managed by diversification of the Investment portfolio, which Is done In sccordance with the limhts set b
and monttored by tha Group Invesiment Committes. Y Invesiment mandates

(B) CREDIT RISK

Gnditrlakhthemkofloasﬁutlrheshnawmhmnyfallnghmeatﬂldroumamlmmltnonthfullandm&n , or from
adsh'ngfmnihechmgahvaluoofaMnﬁﬁnandallnﬂrumantasalenultlndlmlna'edltﬂakofmaﬂnshmant. - ha

The Company has designated In=urance assets backing polioy liabllites at falr valus through profi or loss, The Impact on the fair valus of
these fiabilities resudting from changes In credit risk recogrised during the year is nif {2011: nli), excapt where the fakr velue of Investment
assels baoking hueliabiﬂeslsimpachdbyd\anws in cradit risk. Any such impact on the investment assets is reflectud In the
movement in the fair value of these contracts.

() Credit sk concantration
Concantration of oredit risk exists when the Company enters Info contracts or inancial Instruments with a number of counterparties that are
engaged in similar business aclivities or exposed 10 simliar economig factors that might affect thek ability 1 nest confractual obligations.

The Company manages concentration of credit risk by credTt rating, industry type and ingividual counterparty,
The significant tancentrations of credit risk are outined by industry type below.

Carrying Yalu«

2012 2011

$000 $000
Noew Zealand Govemment 812 813
Other governmant agencles 2516 21,085
Benks 94,806 80,001
Other non-investment related receivable 2,248 2484
Other industrial 7,555 2,683
htercompany recelvabies 331 338
Total financial casets with eradit BXpostura 108,085 107,484
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TOWER MEDICAL INSURANCE LIMITED
MOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 Soptember 2012

16. RIBK MANAGEMENT AND FINANCIAL INSTRUMENT INFORMATION (CONTIRUED)

(i) Maximum exposure to cred! risk
fma Company's maximum exposure to credit risk without taking account of any collateral or any other credit enhancamants, which Is as
ows:
Cerrying Vaius

2012 2011

$000 $000
Cash and cash squivalents 13,257 28,165
Outstanding premiums and trade receivablss 2,245 2,483
Intercarrpeny roceivables 31 358
Fixet intorest securitias 88,914 70,543
Derivative finencial aspets 3,318 59874
interest receivablas - 1
Total credit risk 108,085 407,484

() Credit quality of financlal assets that are naither pest due nor impaired
The cradit quality of financial assets that are nseither past dus nor impaired can bamodbyrdmoehmmmnmﬂnm (it
applicable) or to historical information about counterparty defeuk rates;

Credit Exposure by credii rating

AAA 46,528 22,240
AA 57,882 §6,833
A 098 11,650
Total countarparties with extarnal credit rating by Standard and Poor's 105489 80,882
Group 1 - -
Group 1A 31 as8
Group 2 - N
Group 3 - 14,061
Total counterpsrtias with ne external credit rating 331 14,369
Total financiel asxats nelther past due nor Im paired with cradht axposure 105,820 105,021

Group 1 - trade debtors outstanding for less than 6 months

Group 1A - intercompany receivable

Group 2 - trade dsbiors autstanding for more than 6 months with no defaults in the past
Group 3 - unratad investments

™) mmmmymummmmmmm
None of the financial assets that are fully performing have been renegotisted In the pest year (2011: Ni).

{v) Fincnelel assstx that ave past due but not impaired
The Company conslders that financial assets are past dus Iif payments have not been reosived when contractually due. Atthe
reporting date, the total of carrying value of past due but not impairad assets held by the Company Is es foliows:

Past dus but not impaired
Legsthan 31to 60 61to 20 Over 50

30 days day days days Tots!

$000 $000 5000 $000 5000
As ot 30 Septem bar 2012
Qutstanding preniums and trade receivables 1414 738 82 - 2,245
Total 1414 739 2 - 2,245
As at 30 September 2011
Outstanding premiums and trade recelvables _1.285 728 242 207 2,483
Totel 1,285 728 242 207 2,483
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TOWER MEDICAL INSURANCE LIIZITED
NOTES TO THE FINANCIAL STATEMENTS
For the year endad 30 September 2042

16. RISK MANAGEMENT AND FINANCIAL INSTRUMENT INFORMATION (CONTINUED)

(v} Financle! assets thet are individually impeired
There are rio assets that were individually Impalred! (2011: nl).
(C) FINANCING AND LIQUIDITY RISK

FhandngandIlqulduyrlsklslhaﬁskIhauheCunpanyMlnnlhublebmeetlhoaahouiﬁmormﬁnancedabtobﬂgaﬂm th |
dua,becatmoflnnkoﬂ!qnlduuelsoramhﬁmdmgonmphbleterms. 38 they fal

To mitigete finencing and liquicity risk the Company freasury funclion meintalns sufficiant liquid agsetz to enswe that the Com
meet!hdebtoﬂbnﬂonsmdoﬁercaﬂrwﬂmmaﬁnelybm 'panyoan

Total
Carrylng  contractual Lass then onetotwo twotothret threeto fourtofive overfive
walue cashfiows  one yoar yaars yoars four yrars yazrs yours
$000 $000 $000 $000 $000 $000 $00D $000

An at 30 Septamber 2012
Financial liablitls=
Trade psyables 1,616 1,615 1,618 - . &
Derivative iabiities 34 63 45 34 17 1 {18) {16)
Totsl finsngls! Hubliities 1,649 1,576 1,560 34 17 1 {18) {16)
As at 30 Ssptembar 2011
Financial Hubliitles
Trade payshlag 1,847 1,847 1,847 - - - - -
Total financizl lablliting 1,847 1,847 1,847 - _ - - 5 .

(D) FAIR VALUEE OF FINANCIAL ASSETS AND LIABILITIES

Tha carrying amounts of all financlel assels and abllities reasonably approximata shelr falr values,
Tha following methods end assumptions were used by the Company in estimating the fair valuee of financial Instruments.

) Cash and cash eguivaionis
The canying amount of cash and cash equivalents reasonebly approximates Its falr velus,

fi] Hnanddmtsdfa#vabatfvoughpmﬂtorhemdhsld!whﬂng
The falr value of financlal assels at falr value through profit or loss Is determined by reference to their quoted prica sit the reporting date,

ﬁﬂmmmswmﬁnmmhwﬂmm
Carrying values of loans and recaivables, edjusted for Impalrment values, and varrying values of other financial labilitas held at amortised

cost reasonably approximate thelr falr values,

(V) Derivative financial febilities
The fair value of derivative financisl Bablities = detamined by reference to the quoted market price of the Underlying equity securities,
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TOWER MEDICAL INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2012

16. RISK MANAGENENT AND FINANCIAL INSTRUMENT INFORMATION (CONTINUED)

Financigl instruments that are measured in the balance sheet at falr value (excluding short term amounts helt! at & regsonable
approximation of fair value), are categorised by the following fair velue meeeurement hisrarchy lovels:

¢ Level 1 - Quoted prices (unadjustad) in active markets for identical assets or Habilifies

Level 2 - Inputs other than quoted prices Included within Level 1 that are observable for the esset or kability, sither directly (i.e. as
prices) or indirectly {l.». derived from pricas)

¢ Leval 3- Inputs for that ssset or Kabllky thet ere not based on observable markat dats (.e. unobservable inputs)

;rhelfullowlng tables present the Company's assets and lablites measured at fair value categorised by fair value measurement hierarchy
evels.

Total Level 1 Loval 2
$000 $000 $000

Az at 30 September 2012
Assets
Derivative financisl assels 3,318 - 3,318
hivestmant In fixed hnterest securitiss 88,914 - 88,914
Total financial assets 92,232 - 82,232
i-labllifle s
Derivative financlal liabilitles a4 - a4
Totnl finencial liablilties 24 - 3i
As at 30 Saptomber 2011
Asgete
Derivative finenclal assets 6,074 - 5.074
hvesiment in fixed hterest securities 70543 - 70,543
Totnl financlal assots 76,517 . T T6.BIT

The fair value of financiel Instnments freded in active markets is based on quoted market prices at the balance sheet date. A markat is
regarded as active f quoted prices are readlly and regulary avallabte from an exchange, deeler, broker, industry group, pricing service, or
reguiatory agency, and those prices represent actual and rogularly ocourring market trensacfions on an am'’s length basis. The quoted
market price ustd for finanolal assets held by the Company ie the cuant bid price. These instruments are included in Level 1.

The fair vaiue of financial instruments that ere not traded in an active market {for example, over-the-coumter derivatives) Is detarmined by
using veluation fechniques. These valuetion techniques maximise the uge of cheervable market data whore It Is avaiable and rely es litie as
possible on entity specific estimates. If all significant Inputs required t fair valus an nstrument are observabls, the instrument is indluded In
Level 2,

if one or more of the significant inputs e not based on observable market data, the Instrument is Included In Level 3, The Company does
not hold any Level 3 investment sssats.

Speclfic valuation techniques used to value financial instruments Include:
*  Quoied market prices or dealer quotes for similar Instruments.
. Thefalrvduooflnhrodrlbawapcisealuuhuduﬂwpmantva!uoofmeuﬁmwmmmhmunedmobumbleyidd

ourves.
Other tachniques, such es discounted cash flow analysis, ane used ko determine fair velue for remaining financlal Instruments,

{E) DERIVATIVE FIHANCIAL INSTRUMENTS

The Company utiises derivative financiel instruments o reduce investment risk. Specifically, derivatives are used to achieve cost effeclive
short-term re-weighfings of esset dlass, suutorandmrkymuressrmnhedgeporﬁollns.asnnsumomlchedge.whmamarketls

subject to significant short-term riak.

Derivative financia! Instnments used by the Company Include interest rate swaps and forelgn exchangs forward contracts. Derivatives are
initially recognised at fair value on the dzte a derivative contract Is enterad into and ars subsequently remeasured at their falr valizs. The fait
vaiues of interest rate swaps are caloulated by discounting estimated future cash fiows based on the terms and maturity of each confract
using market interast retes. The average interest rate is based on the outsianding balances &t the start of the financia! year.
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TOWER MEDICAL INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2012

16. RISK MANAGEMENT AND FINANCIAL INSTRUMENT INFORMATION (CONTINUED)

The table below detalls the notional principal amounts (amounts used to calculate payments made an swap contraots), fair values and
rematning terms of Intereet rate ewap contracts outstanding as at reporting date:

Averege contracted fixed Notiona! princlpal amount Falr value
2012 2011 2012 2011 2012 2011
% %, $000 $000 600 $000
Less than one year - - - - . .
One fo two years - - - - - -
Two to five years - - - - - -
Over five years 7.20% 4.58% 16,600 37,260 3,285 5974
16,500 37,250 3,288 5,074
{F) SENSITIVITY ANALYSIS

{) Inferest rate

ThehnpacmfasobadapdmdlanneinNawZuhndandhmwmmmumhmpo date on the Compa after
fax and cquity Is included in the table below. The senstivity analysis assumes changes in interest mhm;grly. All other nmmmd

oohstant.
2092 2011
Impact on impest on
profit sfter tax squity proilt after tax aquity
$000 $000 $000 $000

Change in varish'ss
+50 basis points (788) {7a8) (2,080) {2,060)
~50 basls points 815 815 2,160 2,180

ll‘hls ammz:h assumes that the sensitivity applies to the closing market ylelds of fixed Interest Investments. A paralel shift In the yisld curve
assumed,

The riaks aseumed and methods used for deriving sensitivity Information and signiiicant variables have been led over the
reporting period inaluded In the analysis, applied consistenty

The Impaciof changes In market Interest rates presented here excludes insurance contract Rabitiles, which are aleo affected by the
changes in markst Interest rates that delermine the discount rates applicable fo theas oontracts,

The table below provides a sensiivity analysis In respect o changes in interest rates as appled to Insurance contract lisbfiities. A combined
effect is necessary to appreciate the sensltivity of the Company’a profit o movements in Interest rates,

2012 2011
impaect on Impact on
profit sftor tax equity profit aftor tax equity
$0CD $000 $000 $00
Change in varlables
+50 basis points 749 748 (3,331) (8,331}
~-50 basis points {782) (782) 3,331 3,331
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TOWER MEDICAL INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 Saptamber 2012

16. RISK MANAGEMENT AND FINANCIAL INSTRUMENT INFORMATION {CONTINUED}

Sensitivity to interect rates has been assessed by reference io Intemal Investigations of the movemant In Insurence contract liablities io
movements in disoount rates consistent with that used for intemal management reporting.

The risks assumed and methods used for dertving sensliivily Information and significant variables have been applied consistontly over the

two reporting periods included in the analys!s.

17. CAPITAL RISK MANAGEMENT

The Compeny's objective whan managing capital Is to ensure that the Company’s level of capital Is sufliclent to enabls it o conBinue
gplnywmeminordartopmvidaruumsfnrahareholdorsandbemwforomashkd\oldmofmcompany. eme

The Company’s capital resources indlude ordinary equity and Interest bearing llabilites.

2042 2011
000 $000
TOWER shareholdar equity ©3,888 57,637
Total capital resources 63,880 57,037

The Company measures adequacy of thefr capitel egainst published capital siandarde. The Company applies the Solvency Standards for
Zoelond.

Non-life Insurance Business ("the solvency standanis”) publishad by the Reservo Bark of Haw
From 31 December 2012, the Company will be required to retain $3,000,000 fixed capltal under the solvancy standards,

From 31 Dacember 2012, the Company Will be required to maintain a solvency margin of 0. From 31 December 2012, actus! solvancy
capital &s determined under the solvency stendards should be at or above the minimum solvenay capital leve!. The amount retained as

minimum solvency capital Is shown In Note 14 (F),
During the year ended 30 September 2012 the Company complied vith ail extemally imposed capital requirements.

‘The Company Is required to hold assets in excess of the levels speclisd by the various standards to ensure that they continue to mest the

minimum requirements under a reasonable range of edverse scenarios. ‘The Company's capttal management strategy forms part of the
Company's broader siratsgic planning process overseen by the Group Audit and Compliance Cummm. Y P

13. CASH AND CASH EQUIVALENTS

(A) RECONCILIATION OF CABH AT THE END OF THE YEAR

2012 2011

$000 5000

Cash &t bank and In hand (715) (263)
Call deposhs 13,972 28,418
,185

Totel cash and cash squivaients ]

The effective Interest rate for deposits at call Is 3.0% (2011: 3.0%) end the belances mature within three months of balanos date,
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TOWER MEDICAL INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the vear ended 30 September 2012

16. CASH AND CASH EQUIVALENTS (CONTINUED)

(B) RECONCILIATION OF PROFIT FOR THE PERIOD TO NET CASH FLOWS FROM OPERATING ACTIVITIES

Recongdlliation of oporating cash flows to profit 2912 2011
3000 $000
Profit{ (loy=) from continued oprrations 13,248 0,631
Addl{lesr) non cesh hems
Movermant in deferred acquisition costs (1,681) 1,685
Change In health nsurance contract tabiites {1,384) (864)
Unrealsed (gain) / loss on fixod interest 321 112
Unrealsed (gain) / loss on derivative financial nstrumonts 2,690 2,223
ntercompany expenses 8 (19,006)
{lhcrasse) / decreass in deferred taxation 5683 403
13,768 iﬁ.m)
Add ! (lor:s) movements in working capital relsting to operating sotivitics
(incrosse)/ decrease In receivables 380 {1,307
Dacresse in payebles (14) (486)
Increase in current tax provisons (3.828! (8392
) (2.942)
Mot cawb InflowsNoutflow =) from operating activitiee 10,783 18,378)

18. CONTINGENT LIABILITIEE

The Company has no coslingent fabilities s at reporting dete (2011: Nii). Tha Company Is occasionally s to claims and dis;
commercial outoome of conducting its insuranca business, Provisions are recortied for these cleime orh:iisp(.mesm when it s pmbablp:‘;at.::
outflow of resources will be required 1o settio any obligations. Best estimates are included within clains reserves for any ktigaton that has

arisen In the usual coursa of business,

20. CAPITAL COMMITMENTS

The Compeny ha no capital commitments at reporting date related o softwars under development (2011; ).
21. TRANSACTIONS AND BALANCES WITH RELATED PARTIES

{A) RELATED PARTY TRANSACTIONS

The following transactions in relation 1o reinsurance business were caried out with TOWER Health & Life Limited:

on30September2012.ellhaalmmauruneebualnmnfTOWERHaalm&Ufel.lmltadmhnderredbﬁncom . As a result of the
fransfer, & reinsurance srangement between TOWER Hedm&memmwmecompanym cancelled, Oor::nqrwnﬂy, mumnes

assels and iiabifities presented in the balsnce shest are nll as at 30 September 2012,

2012 2011
$000 5000
Purchases of services:
Reinsursnce premiums 134,578 127,717
Reinsurance claims 69,707 80,738
Management feas 34,900 36,140
The follow ing balances in relation 1o insurance business relate to TOWER Health & Lifs Limited
Reinsurance daebiors - 2,234
Reinsurance liablities - 21,808
Premium payback reserve - 52,825
Deferred and avorued menagement foes - 0,672
Commission eccrued peyabie - 842
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TOWER MEDICAL INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2012

21. TRANSACTIONS AND BALANCES WITH RELATED PARTIES (CONTINUED)

(B) RELATED PARTY BALANCES

Reisted parly reosivable and payable balances of TOWER Medical Insurance Limited at the reporting date were as folows. They are
Interest frae and are payable on demand.

012 W1 g

$000 $000 Relationship Type of Transactions
TOWER Health & Lfe Limited {excluding Management fea and
insurance balances disclosed above) 331 338 Parent reinsurance

TOWER Medical Insurance Limited enters into transactions with Iz related pariies in the normal course of business. Transactions during the
year Included partial setiement of intercompany balancas and Intercompany dividends as ehown befow:

Related party 2012 2011 Nature of Type of Trensactions
$000 $000  Ralationship

TOWER Health & Life Limited (34,909) (36,140} Parent Managemeont fee

TOWER Haalth & Life Limited {7,000) - Parent Dividend

TOWER Health & Life Limited 22,380 40,758 Parent Relnsurance

TOWER Asset Managemant Limited (335) (255) Felow subsidlary hvestment management fee
TOWER Limited (7,919) {6,838) Uitimade parent Tax beses

(C) KEY MANAGEMENT PERSONNEL COMPENSATION

TOWER New Zealand Limited and TOWER Health and Lia Limiied pald &ll key management persorns! compensation on behalf of TOWER
Madical insurance Limited for the year ended 30 September 2012. P

{D} LOANS TO KEY MANAGEMENT PERSORNEL

There have been no loans made to direciors of the Company and oﬁorkeymmgunantpmnolofheﬁompmy, incliing their
perecnally related partiee (2011 NiIj,

(E) OTHER TRANSACTIONE WITH KEY MANAGEMENT PERSONNEL

Key manzgement a!so hold various policles and accounts with TOWER Group companies. These are operated In the nommal course of
business on normal custorer terms.

22, TRANSFER OF HEALTH ASSETS

23, DISCLOSURES ON ASSET RESTRICTIONS AND MANAGED ASSETS

Restrictions on cssets
Inveetments and other assets held can only be used to meet the Hiabilitles and expenses of the Company, to acquire investments to further

the business of the Company or as distributions o sharsholders. Distributions mey be made to sharsholders only whan regulatory capital
requirements are met and sufficient equity remains for the ongaing cperation of the business.

Hh
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TOWER MEDICAL INSURANCE LIMITED
NOTES TO THE FINANCIAL ST ATEMENTS
For the year ended 30 September 2012

24. SUBSEQUENT EVENTS
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Independent Auditors’ Repori
to the shareholder of TOWER Medical Insurance Limited

Report on the Fincneisl Statements
WehaveaudihedtheﬁnnncinlmmemsomeERMedicalInmmnceHmited on pages § to 32,
which comprise the balance sheet ag at 30 September 2012, the statement of comprehensive income,
mestatememofchnngesinequilymdmmdmshﬂowsﬁor&eyeuthenmded, and the notes
to the financial statements that inclnde a summaryofsigniﬁcantaceounﬁngpoliniesandoﬂner

explanatory information.

meyrelnte,inordertodesipmditprocedmesthntnrenppmpﬁateinthedrmmtames,bntmtfor
ﬂxepurposeofe:mmuinguopinionmtheeﬁecﬁvmeesofthecompmrsmtanﬂmnuol.hmdﬂ
ahohduduevﬂuaﬁngtheappmprhtmaofmmﬁngpoﬁdesmedmdthemsmMmmof
accounting estimates, aswenasevnluaﬁngtheovmnmesentnﬁonoftheﬁnandalstatemenu.

We have no relationship with, orintemstsin,mWERMedicalInsuranceIimibedotherthaninmu
capadﬁesnauditomandpmﬁdersofotherassumoe,tmﬁonandadﬁmxyservim. These services
have not impaired onr independence as auditors of the Company.

PricewaterhouseCoopers, 188 Quay Street, Private Bag 92162, Auckland 1142, New Zealand
T: +64 9 855 8000, F: +64 9 955 8001, pwe.co.nz
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Independent Auditors’ Report

Opinion

In our opinion, the financial statements on pages 3 to g2:
6] comply with generelly accepted accounting practice in New Zealand;
@@ comply with International Financial Reporting Standards; and

(iii) giveah'ueandfairviwoftheﬁnandnlposiﬁonoftheCompanyasat
308eptembm-2m2,andimﬂnanddperfomanneandmhﬂmfortheyeuthmended

Report on Giher Legal and Regulatory Requirements
We also report in accordance with Sections 16(1)(d) and 16(1)(e) of the Financial Reporting Act 1993.
In relation to our audit of the financial statements for the year ended 30 September 2012;

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

(i) ﬁ:ouropinion,pmperaceounﬁngmeordshuvebeenheptbytheﬂnmpanyasﬁras
appears from an examination of those records.

Restriction on Distribution or Use

This report is made solely to the Company’s shareholder in accordance with Section 205(1) of the
Companies Act 1993. Our awdit work has been undertaken so that we might state to the Company’s
sha:dmlderthoemaﬂemwhinhwemrequimdmsmmmthemmmaud&ms’mponmdfmm
o&apnmomibtheﬁﬂateﬁemmﬂ&dbth.wdonﬂwmmmwempmﬁbﬂnym
anyone other than the Company and the Company’sshareholderforouranditwork,forthisreportor
for the opinions we have formed.

Chartered Accountants Auckland
28 November 2012



4 June 2013

Mr Glenn Treadwell

Chief Financial Officer

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

Dear Glenn

Review of Actuarial Information contained in the Financial Statements as at
30 September 2012

Finity Consulting Pty Limited (Finity) has been asked by TOWER Medical Insurance
Limited (TMIL) to carry out a review of the 30 September 2012 actuarial information
contained in the financial statements and provide an opinion as to its appropriateness.
This letter sets out the findings of our review, as required under Section 78 of the
Insurance (Prudential Supervision) Act 2010.

Post Balance Date Events

TMIL’s ultimate parent company is nib holdings limited (holdings), which completed the
acquisition of TMIL from TOWER Limited (Tower) on 30 November 2012. Neither
holdings nor Finity were involved in preparing the 30 September 2012 financial
statements. We have not reviewed the 30 September 2012 financial statements of Tower,
holdings, or their subsidiaries other than TMIL.

TMIL is aligning its accounting policies with other holdings group companies. Prior to
completing the 31 December 2012 accounts, TMIL has written off deferred indirect
acquisition expenses, and significantly increased the probability of sufficiency of its
insurance liabilities.

These comments on post balance date events are provided for information purposes only,

and do not represent a qualification of our opinion on TMIL's 30 September 2012 financial
statements.
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Section 78 Report

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

Our review of actuarial information included discussions with TMIL's previous
Appointed Actuary and TMIL staff, and examination of various models used to prepare
estimates for the financial statements.

TMIL sought and adopted the Appointed Actuary’s advice in respect of actuarial
information contained in its 31 December 2012 financial statements. In reviewing the
actuarial information at 30 September 2012, T have considered the results of my analysis at
31 December 2012. This includes comparison of 30 September 2012 estimates to
subsequent actual experience.

In my opinion and from an actuarial perspective:

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

° The actuarial information used in the preparation of the financial statements has
been used appropriately

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

No limitations were placed on me in performing my review, and all data requested was
provided.

This report is being provided for the sole use of TMIL for the purpose stated above. It is
not intended, nor necessarily suitable, for any other purpose and should only be relied on
the purpose for which it is intended.

Yours sincerely

Sowr BRI

Jamie Reid

Appointed Actuary

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