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These financial statements cover Westpac Life-NZ-Limited (the ‘Company’}) as an individual entity.
Westpac Life-NZ-Limited is a company limited by shares, incorporated and domiciled in New Zealand. Its registered office is:

Westpac on Takutai Square
16 Takutai Square
Auckland



Westpac Life-NZ-Limited

Directors’ report

The Board of Directors (‘Board’) has pleasure in presenting the financial statements of Westpac Life-NZ-Limited and the independent auditors’
report for the year ended 30 September 2011,

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

The Board authorised these financial statements on a% \?)o/\k()l}: m\l .

For and on behalf of the Board.

/S

Director

Date: 9:5_ ) '}_ ) |’;\

i M

ector

Date: aq_ ) 3_ ) i/L



Westpac Life-NZ-Limited

Statement of comprehensive income for the year ended 30 September

Insurance premium revenue
Outwards reinsurance premium expense
Net premium revenue
Investment income
Fee income and other income
Net revenue
Insurance claims and rebate expense
Reinsurance recoveries revenue
Net claims expenses
Changes in policy liabilities
Other operating expenses
Net claims and expenses
Profit before income tax expense
Income tax expense
Profit after income tax expense
Other comprehensive income
Total comprehensive income, net of tax
Profit after income tax expense and total comprehensive income, net of tax, attributable
to:
Owners of the Company

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




Westpac Life-NZ-Limited

Statement of changes in equity for the year ended 30 September

Attributable to owners of the Company

Share Capital Retained Profits Total

Note $'000 $'000 $'000

As at 1 October 2009 75,200 21,428 96,628
Year ended 30 September 2010

Profit after income tax expense - 36,640 36,640

Total comprehensive income for the year ended 30 September 2010 - 36,640 36,640

Transactions with owners:
Dividends paid on ordinary shares 15 - (20,000) (20,000)
As at 30 September 2010 75,200 38,068 113,268

Year ended 30 September 2011

Profit after income tax expense

Total comprehensive income for the year ended 30 September 2011
As at 30 September 2011

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




Westpac Life-NZ-Limited

Balance sheet as at 30 September

2010

Note $'000
Assets
Cash and cash equivalents 16 4,652
Financial assets at fair value through profit or loss 10 113,654
Due from related entities 16 30
Reinsurance recoveries receivable 4,998
Property, plant and equipment 11 18
Other assets 1,378
Total assets 124,730
Liabilities
Derivative financial instruments 16 1,219
Current tax liabilities 1,970
Due to related entities 16 3,465
Claims reserve 19,241
policy liabilities 12 (28,978)
Deferred tax liabilities 13 13,351
Other liabilities 14 1,194
Total liabilities 11,462
Net assets 113,268
Equity
Share capital 15 75,200
Retained profits 38,068
Total equity attributable to owners of the Company 113,268

The above balance sheet should be read in conjunction with the accompanying notes,



Westpac Life-NZ-Limited

Statement of cash flows for the year ended 30 September

Cash flows from operating activities
Interest received

Premiums received

Fee income and other income received
Reinsurance recoveries received

Claims payments

Reinsurance payments

Other non-interest expenses paid

Income taxes {paid)/received

Net cash provided by operating activities

Cash flows from investing activities

Sale of investments

Purchase of investments

Sale of property, plant and equipment
Purchase of property, plant and equipment
Net cash used in investing activities

Cash flows from financing activities

Dividends paid

Net cash used in financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Reconciliation of profit after income tax expense to net cash provided by operating
activities
Profit after income tax expense
Adjustments:
Depreciation
Fair value gains on financial assets at fair value through profit or loss
Maovement in amounts due from and due to related entities
Movement in other assets
Movement in derivative financial instruments
Movement in current tax liabilities and deferred tax liabilities
Movement in claims reserve (net of reinsurance recoveries receivable)
Movement in policy liabilities
Movement in other liabilities

Net cash provided by operating activities

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

2010
$'000

744
97,945
10,936

7,289
(39,219)
(8,348)
(37,358)

344
32,333

56,963
67,612)

(10,649)

(20,000)

36,640

(4,254)
(1,240)
(203)
1,219
2,157
1,634
(3,063)
{564)



Westpac Life-NZ-Limited

Notes to the financial statements

Note 1. General Information

These financial statements were authorised for issue by the Board on ')3’ M Zb(')' The Board has the power to amend the

financial statements after they are authorised for issue.

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

Note 2. Summary of significant accounting policies

a. Statutory base

These financial statements have been prepared and presented in accordance with the Financial Reporting Act 1993 (New Zealand) and the
Companies Act 1993 (New Zealand). These financial statements have also been prepared ih accordance with New Zealand Generally Accepted
Accounting Practice (‘NZ GAAP'), applicable New Zealand equivalents to International Financial Reporting Standards (‘"NZ IFRS’) and other
authoritative pronouncements of the External Reporting Board, as appropriate for profit-oriented entities, These financial statements comply with
International Financial Reporting Standards (‘IFRS"), as issued by the International Accounting Standards Board.

b. Basis of preparation

The financial statements are based on the general principles of historical cost accounting, as modified by fair value accounting for financial assets
and financial liabilities at fair value through profit or loss, including derivative contracts. The going concern concept and the accrual basis of
accounting have been adopted. All amounts are expressed in New Zealand dollars unless otherwise stated.

The same accounting policies and methods of computation have been followed in preparing these financial statements that were used in preparing
the financial statements for the year ended 30 September 2010, except as amended for changes required due to the adoption of the new and
revised accounting standards as explained in Note 2{(g).

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

The preparation of financial statements in conformity with NZ IFRS requires the use of certain critical accounting estimates. It also requires

management to exercise its judgment in the process of applying the Company's accounting policies, The areas involving a higher degree of
Jjudgment or complexity, or areas where assumptions and estimates are significant to the financial statements are disclosed in Note 2(i).

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

d. Foreign currency

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

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

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

e. Particular accounting policies

Revenue recognition

Premium revenue

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

Reinsurance premium and recoveries

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

Interest income

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

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



Westpac Life-NZ-Limited

Notes to the financial statements

Note 2. Summary of significant accounting policies (continued)

Fee and commission income

Fee income which arises from commissions received on general insurance business and refunds received in relation to reinsurance arrangements
are recognised in the statement of comprehensive income on an accrual basis over the period during which the services are performed.

Gain or loss on financial assets at fair value through profit or loss

Realised gains or losses, and unrealised gains or losses arising from changes in the fair value of financial assets at fair value through profit or loss
are recognised as investment income in the statement of comprehensive income in the period in which they arise except for recognition of day-one
profits and losses which are deferred where certain inputs are unobservable. Interest income on financial assets at fair value through profit or loss
is recognised as part of interest income,

Gain or loss on sale of property, plant and equipment

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

Expense recognition

Claims expenses

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

Policy acquisition expenses

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

Policy maintenance expenses

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

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

Taxation

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

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

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

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

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

Goods and services tax

Revenue, expenses and assets are recognised net of goods and services tax (‘GST’) except to the extent that GST is hot recoverable from the Inland
Revenue, In these circumstances, the GST is recognised as part of the expense or the cost of the asset.

Assets

Financial assets

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

The Company’s assets can only be used within the restrictions imposed under the Life Insurance Act 1908,



Westpac Life-NZ-Limited

Notes to the financial statements

Note 2. Summary of significant accounting policies (continued)

. Financial assets at fair value through profit or loss

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

o Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. They
arise when the Company provides money, goods or services directly to a debtor with no intention of trading the receivable.
Recognition of financial assets
Purchases and sales of financial assets at fair value through profit or loss are recognised on trade-date, being the date on which the Company
commits to purchase or sell the asset. Loans and receivables are recognised when the Company becomes a party to the contractual provision of the
instrument. Financial assets at fair value through profit or loss are recognised at fair value. All other financial assets are recognised initially at fair
value plus directly attributable transaction costs.
Financial assets at fair value through profit or loss are subsequently carried at fair value. Loans and receivables are subsequently carried at
amortised cost using the effective interest method. Realised and unrealised gains or losses arising from changes In the fair value of financial assets
at fair value through profit or loss are included in the statement of comprehensive income In the period in which they arise.
The fair values of quoted investments in active markets are based on current bid prices. If the market for a financial asset is not active the
Company establishes fair value by using valuation techniques. These include the use of recent arm’s length transactions, discounted cash flow
analysis, option pricing models and other valuation techniques commonly used by market participants.
Derecognition of financial assets
Financial assets are derecognised when the rights to receive cash flows from the financial assets have expired or where the Company has
transferred all the risks and rewards of ownership.
Cash and cash equivalents
Cash and cash equivalents include cash at bank, at call money market deposits and other investments in highly liquid assets. Cash and cash
equivalents are brought to account at the face value or the gross value of the outstanding balance, where appropriate. They are accounted for as
loans and receivables,
Fixed income securities
Fixed income securities are stated at fair value which is the market price of individual securities held at balance date.
Shaves in listed companies and units held in unit trusts or managed funds

Shares in listed companies and units held in unit trusts or managed funds are stated at net market value based on the last sale price quoted by the
stock exchange or fund manager.
Devivative financial instruments

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

Assets and liabilities arising under reinsurance contracts

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

Due from related entities

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

Other assets

Other assets include commissions receivable under general insurance agency arrangements.



Westpac Life-NZ-Limited

Notes to the financial statements

Note 2. Summary of significant accounting policies (continued)

Impairment of financial assets

The following accounting policy applies to the impairment of financial assets carried at amortised cost.

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

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

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

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

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

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

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

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

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

Property, plant and equipment

Property, plant and equipment are carried at cost less accumulated depreciation and impairment losses. Cost is the fair value of the consideration

provided plus incidental costs directly attributable to the acquisition. Other subsequent expenditure is capitalised only when it increases the future
economic benefits embodied in the item of property, plant and equipment. All other expenditure is recognised in the statement of comprehensive

income as an expense as incurred. Impairment losses are recognised as other operating expense in the statement of comprehensive incame.

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

e Equipment Up to 4 years
o  Furniture and fittings 410 10 years

Impairment of non-financial assets

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

The recoverable amount of an asset is the greater of its fair value less costs to sell and value-in-use. In assessing value-in-use, the estimated future
cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. For an asset that does not generate largely independent cash inflows, the recoverable amount is determined for
the CGU to which the asset belongs.

Liabilities
Financial liabilities

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

s Financial liabilities at fair value through profit or loss

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

10



Westpac Life-NZ-Limited

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

. Financial liabilities at amortised cost

This category includes all financial liabilities other than those at fair value through profit or loss. Liabilities in this category are measured at
amortised cost.

Due to related entities

This amount includes amounts due to other entities controlled by WBC. Due to related entities includes accrual expense balances due to other
related entities. They are measured at amortised cost.

Claims reserve

Provision has been made for liabilities in respect of insurance claims notified but not settled at balance date, together with an allowance for
incurred but not reported insurance claims.

Policy liabilities

Policy liabilities arising from insurance contracts are calculated by using the margin on service methodology in accordance with New Zealand
Society of Actuaries Professional Standard 3 Determination of Life Insurance Policy Liabilities. Under this methadology, planned profit margins and
an estimate of future liabilities are calculated separately for each major product line using applied assumptions at each reporting date. Profit
margins are released over each financial period in line with the service that has been provided. The net impact of reinsurance on policy liabilities
has been assessed to be immaterial.

Liability adequacy test

Expected future cash flows are reviewed to establish the present value of the estimated future expenses for the group of related products against
the present value of estimated future revenues. Where there is a shortfall in the liabilities, a loss is recognised in the statement of comprehensive
income in the reporting period in which the assessment is made.

Employee entitlements

The following accounting policies relate to wages and salaries, annual leave, sick leave, long service leave and superannuation obligations. All
employees are employed by other entities controlled by WBC, rather than by the Company. These entities pay these expenses to the employees and
are then reimbursed by the Company.

Wages and salaries, annual leave and sick leave

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

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

Long service leave

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

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

Superannuation obligations

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

Equity

Ordinary shares

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

Statement of cash flows

Basis of presentation

The statement of cash flows has been presented in accordance with New Zealand equivalent to International Accounting Standards ('NZ 1AS") 7
Statement of Cash Flows with netting of certain items as disclosed below.

Cash and cash equivalents

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

f. Offsetting

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

g. Changes in accounting policies

As a result of the new and revised accounting standards which became operative for the annual reporting period commencing 1 October 2010 the
following standards, interpretations and amendments have been adopted with effect from 1 October 2010 in the preparation of these financial
statements:

1



Westpac Life-NZ-Limited

Notes to the financial statements

Note 2. Summary of significant accounting policies (continued)

. NZ IAS 1 Presentation of Financial Statements (revised) - The amendments clarify that the terms of a liability, which could be settled at any
time by the issuance of equity instruments at the option of the counterparty, do not affect its classification; and

e NZIAS 7 Statement of Cash Flows - The amendments clarify that only expenditure which results in a recognised asset can be classified as cash
flows investing activities.

Adoption of the revised accounting standards has not resulted in any material change to the Company’s reported result or financial position.
h. Future accounting developments

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

. NZ IFRS 7 Financial Instruments: Disclosures (‘NZ IFRS 7') - The following amendments:

¢ Amendments issued in July 2010 and are applicable to the Company in the 2012 financial year. The amendments add an explicit
statement that qualitative disclosure should be made in the context of the quantitative disclosures to better enable users to evaluate an
entity’s exposure to risks arising from financial instruments. In addition, certain disclosure requirements have been amended and
removed. It is not expected to have a material impact on the Company.

e Amendments to NZ IFRS 7 Disclosure - Transfers of Financial Assets were issued in November 2010 and are applicable to the Company in
the 2012 financial year. The amendments require additional disclosures about the transfer of financial assets, including in respect of the
nature of the financial assets involved and the risks associated with them. It is not expected to have a material impact on the Company.

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

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

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

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

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

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

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

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

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

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

s NZIAS 1 Presentation of Financial Statements - The amendments were issued in July 2010 and are applicable to the Company in the 2012
financial year. The amendments clarify that an analysis of other comprehensive income by item is required to be disclosed either in the
statement of changes in equity or in the notes to the financial statements. It is not expected to have a material impact on the Company.

e Presentation of ltems of Other Comprehensive Income (Amendments to NZ IAS 1) - The amendments were issued in August 2011 and are
applicable to the Company in the 2013 financial year. The amendments require that an entity present separately the items of other
comprehensive income that would be reclassified to profit or loss in the future if certain conditions are met from those that would never be
reclassified to profit or loss. The amendments do not change the existing option to present profit or loss and other comprehensive income in
two-statement form. It is not expected to have a material impact on the Company.

o NZIAS 24 Related Party Disclosures - The revised standard was approved in November 2009 and is applicable to the Company in the 2012
financial year. The main changes to the standard simplify the definition of a related party and clarify its intended meaning. It is not expected
to have a material impact on the Company.

o Amendments to NZ IFRS 7: Disclosure Amendments to Appendix E New Zealand-specific additional disclosure requirements applicable to
financial institutions - The amendments were issued in March 2011 and are applicable to the Company in the 2012 financial year. The
amendments replaced the term ‘financial institutions’ with the term ‘deposit takers’ and removed registered banks from its scope. The
amendments also removed registered banks from its scope as the disclosure requirements have been relocated to the Order. It is not
expected to have a material impact on the Company.

e Amendments to NZ IFRSs to Harmonise with IFRS and Australian Accounting Standards - The amendments were issued in April 2011 and are
applicable to the Company in the 2012 financial year, The amendments remove certain New Zealand-specific disclosures and relocated certain
disclosure requirements to a new standard. It is not expected to have a material impact on the Company.

12



Westpac Life-NZ-Limited
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Note 2. Summary of significant accounting policies (continued)

. Financial Reporting Standard 44 New Zealand Additional Disclosures - The new standard was issued in April 2011 and is applicable to the
Company in the 2012 financial year. This new standard is applicable only to New Zealand and is a consequence of the joint Trans-Tasman
Convergence project of the Australian Accounting Standards Board and Financial Reporting Standards Board. This standard relocates certain
New Zealand specific disclosures from other NZ IFRS and also revises certain disclosures. It is not expected to have a material impact on the
Company.

i. Critical accounting estimates, judgment and assumptions

The application of the Company’s accounting policies hecessarily requires the use of estimates, judgment and assumptions. Should different

estimates, judgment or assumptions be applied, the resulting values would change, impacting the net assets and income of the Company. The

Company makes estimates and assumptions that affect the reported amount of assets and liabilities at year end.

Estimates and judgment are regularly evaluated and are based on historical experience and other factors, including expectations of future events

that are believed to be reasonable under the circumstances.

The nature of assumptions and estimates used and the value of the resulting asset and liability balances are included in the policies below.

Uncertainty over valuation of life insurance policy liabilities

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

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

e the cost of providing benefits and administering these insurance contracts;

¢ mortality and morbidity experience on life insurance products; and

*  persistency experience which affects the Company’s ability to recover the cost of acquiring new business over the lives of the contracts.

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

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

See Note 3 for more detail on the valuation of the policy liabilities and the assumptions applied.

Assets arising from reinsurance contracts

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

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

Income taxes

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

Fair value of financial instruments

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

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

Financial instruments are either priced with reference to a quoted market price for that instrument or by using a valuation model. Where the fair
value is calculated using a valuation model, the methodology used is to calculate the expected cash flows under the terms of each specific contract
and then discount these values back to the present value. These models use as their basis independently sourced market parameters including, for
example, interest rate yield curves, equities and commodities prices, option volatilities and currency rates. Most market parameters are either
directly observable or are implied from instrument prices. However, profits or losses are recognised upon initial recognition only when such profits
can be measured solely by reference to observable current market transactions or valuation techniques based solely on observable market inputs.
In the event that inputs into valuation techniques are hon-market observable any day-one profit or loss is amortised over the life of the transaction.

The calculation of fair value for any financial instrument may also require adjustment of the quoted price or model value to reflect the cost of credit
risk (where not embedded in underlying models or prices used) or to reflect hedging costs not captured in pricing models (to the extent they would
be taken into account by a market participant in determining a price). The process of calculating fair value on illiquid instruments or from a
valuation model may require estimation of certain pricing parameters, assumptions or model characteristics.

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

The fair value of financial instruments is provided in Note 18.
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Note 3. Actuarial assumptions and methods

a. Actuarial policies and methods for the Company

The effective date of the actuarial valuation of policy liabilities and prudential reserving requirement is 30 September 2011. The actuarial valuation
for the Company was prepared by lan New, who is the Appointed Actuary of the Company and a Fellow of the New Zealand Society of Actuaries.

Policy liabilities for life insurance contracts are amounts which, when taken together with future premiums and investment earnings, are required

to meet the payment of future benefits and incorporate profit margins on existing business to be released when earned in future periods.

b. Disclosure of assumptions

The valuations included in the reported results are calculated using assumptions about certain key underlying variables. The assumptions are
determined by the Appointed Actuary of the Company based on results of annual investigations into the experience of the Company's in force

business, industry experience data and data provided by the Company’s reinsurers.

After making appropriate checks, the Appointed Actuary of the Company was satisfied as to the accuracy of the data from which the amount of

insurance policy liabilities has been determined.

The key assumptions used in determining policy liabilities for the major products are disclosed below.

(i) Discount rates
The discount rates used to determine policyholder liabilities were as follows:

Loan Cover
Mortgage Insurance and Flexicover Insurance
Other Major Products

These assumed discount rates are gross of tax and net of investment management expenses.

(i) Profit carriers

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

Product type Method Profit Carrier
Term Cover and Gold Term Cover Projection Premium
Simplicity Life Projection Premium
Disability Income Insurance Projection Premium
Gold Disability Income Insurance Projection Premium
Flexicover Insurance Projection Premium
Mortgage Insurance, excluding Ex-Trust Bank Mortgage Insurance Projection Claims
Loan Cover Projection Claims
Bill Protection Insurance Projection Premium
Lifetime Guarantee and Kiwilife Senior Projection Claims
Kiwilife, Kiwicover and Kiwiguard Projection Premium
Accident Cover Projection Premium
Ex-Trust Bank Mortgage Insurance Projection Premium
(iii) Maintenance expenses
The non-commission maintenance expenses allowances assumed were as follows:
2010

Product Maintenance

Expense
Term Cover ($ per annum per policy) $22.68
Gold Term Cover ($ per annum per policy) $28.44
Simplicity Life ($ per annum per policy) $25.20
Disability Income Insurance ($ per annum per policy) $28.44
Gold Disability Income Insurance ($ per annum per policy) $28.44
Flexicover Insurance (% of premiums) 5.2%
Mortgage Insurance (% of original single premium spread over the term) 8.0%
Loan Cover (% of original single premium spread over the term) 8.0%
Bill Protection Insurance ($ per annum per policy) $28.44
Lifetime Guarantee and Kiwilife Senior ($ per annum per policy) $25.20
Kiwilife, Kiwicover and Kiwiguard ($ per annum per policy) $25.20
Accident Cover ($ per annum per policy) $25.20
Ex-Trust Bank Mortgage Insurance (% of premiums) 5.2%




Westpac Life-NZ-Limited

Notes to the financial statements

Note 3. Actuarial assumptions and methods (continued)

(iv) Inflation and automatic indexation of benefits

Maintenance expenses are assumed to increase at 2.5% per annum (30 September 2010: 2.5% per annum). Term cover policies and disability
income insurances with automatic inflation linked indexation of benefits are assumed to have benefit increases of 2.5% per annum (30 September
2010: 2.5% per annum),

(v) Taxation

For the purposes of the actuarial calculations, a taxation rate of 28% (30 September 2010: 28%) has been assumed throughout. The taxation basis
that applies post enactment of the Taxation (International Taxation, Life Insurance and Remedial Matters) Act (‘Taxation Act’) has been assumed to
apply, with allowance for the transitional tax arrangements provided under that Taxation Act.

A GST taxation rate of 15% (30 September 2010: 15%) has been assumed throughout.
(vi) Rebate values

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

The Company has no unit-linked business.

(viii) Participating business

The Company has no participating business.

(ix) Mortality and morbidity

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

2010

91% of NZ04 males/females with adjustments
for smoker status and selection

Adjusted CIDA 85

Product
Term Cover and Gold Term Cover

Disability Income Insurance and Gold
Disability Income Insurance

Simplicity Life, Kiwilife, Life components of
Mortgage Insurance, Flexicover Insurance,
Ex-Trust Bank Mortgage Insurance and Loan
Cover

Lifetime Guarantee and Kiwilife Senior

Adjusted NZ04

Adjusted NZ 95/97

Disability components of Mortgage Insurance Adjusted CIDA 85
Flexicover Insurance, Ex-Trust Bank Mortgage
Insurance, Bill Protection Insurance and Loan
Cover

Kiwicover, Kiwiguard and Accident Cover

Adjusted NZ 95/97

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

Product 2010
Term Cover (% per annum) 11.0%
Gold Term Cover (% per annum) 8.0%
Simpilicity Life (% per annum) 10.0%
Disability Income Insurance (% per annum) 9.0%
Gold Disability Income Insurance (% per annum) 14.0%
Mortgage Insurance (% per annum) 15.0%
Flexicover Insurance (% per annum) 20.0%
Loan Cover (% per annum) 35.0%
Bill Protection Insurance (% per annum) 25.0%
Lifetime Guarantee (% per annum) 2.5%
Kiwilife (% per annum) 10.0%
Kiwilife Senior (% per annum) 3.0%
Kiwicover, Kiwiguard (% per annum) 10.0%
Accident Cover (% per annum) 8.0%
Ex-Trust Bank Mortgage insurance (% per annum) 15.0%

In each case, a flat rate of discontinuance is assumed, independent of duration.
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Note 3. Actuarial assumptions and methods (continued)

(xi) Effect of changes in actuarial assumptions

The changes in actuarial assumptions from 2010 to 2011 set out above had no impact upon the Company's policy liabilities as none of the

Company's related product groups is in loss recognition (from 2009 to 2010: nil). Aside from the changes in discount rates, the changes in

actuarial assumptions had the effect of increasing the present value of future planned profit margins by $64,874,000 (30 September 2010:

$6,135,000). The primary contributors to this impact were:

. $42,507,000 (30 September 2010: $25,856,000) arising from the changes to projected rates of discontinuance;

U $1,714,000 (30 September 2010: $4,655,000) arising from the changes to projected hon-commission maintenance expenses;

e ($7,078,000) (30 September 2010: $nil) arising from changes to projected rates of incidence of morbidity and redundancy claims; and

e $27,731,000 arising from changes to premium rates in response to tax changes (30 September 2010: ($24,376,000) arising from the
combined effects of changes to the life insurance tax regime, changes to rates of company tax and GST and changes to premium rates in
response to tax changes).

(xii) Sensitivity analysis

The Company conducts sensitivity analysis to quantify exposure to risk of changes in the key underlying variables such as discount rates,
maintenance expenses, mortality, morbidity and lapses. The valuations included in the reported results and the Company’s best estimates of future
performance are calculated using certain assumptions about these variables. The movement in any key variable will impact the performance and
net assets of the Company and as such represent a risk.

The table below illustrates how changes in key assumptions would impact the reported profit of the Company.

2010
Impact on
Change Future Planned
in Variable Profit
Change in mortality and morbidity +10% -13.1%
-10% +13.1%
Change in lapse rate +10% -11.2%
-10% +11.2%
Change of non-commission policy maintainence expense +10% -0.7%
-10% +0.7%
Changes in discount rates +0.1% -0.6%
-0.1% +0.6%

None of the Company's groups of related products is in loss recognition and none would move into loss recognition upon reasonably expected
changes in the variables set out in the above table, where the changes are applied individually.

Note 4. Risk management policies and procedures

a. The Company’s risk management framework and governance
The Company's financial condition and operating activities are affected by a number of key financial risks (insurance risk, credit risk, market risk
and liquidity risk) as well as non-financial risks (compliance risk and operational risk).

The Board determines the Company's overall risk appetite and approves the management strategies, policies and practices to ensure that risks,
including compliance risks, are identified and managed within the context of this appetite.

Inherent in the investment process are the requirements to:

. protect the capital base;

. ensure decision making is based on sound investment analysis;

. ensure there is no excessive concentration of risk and portfolios remain well diversified; and
e create value via ensuring risks are more than compensated for by expected returns.

Executive management is responsible for implementing and assessing the effectiveness of risk management strategies and internal controls of the
Company in accordance with risk management policies and procedures covering risk identification, rating, assessment, treatment and ongoing
management (including reporting).

The life insurance activities of the Company are concerned with the pricing, acceptance and management of the mortality and morbidity risks of
lives insured. The risks undenwritten by the Company are actively managed to ensure they do not adversely affect the Company’s ability to pay
benefits and claims when due. Compliance and operational risks are controlled and monitored to maintain the efficiency of the Company as well as
to manage the risk of non-compliance.

b. Management assurance programme

The Company has a quarterly management assurance programme designed to identify the key risks to the business, the controls in place to
mitigate those risks and to obtain assurance that those controls have continued to operate effectively.

This programme allows senior management to affirm their satisfaction with the quality of the process under their responsibility and with the
effectiveness of the controls that support that assurance.

This system of management assurance assists the Board in satisfying itself that the Company’s risk management systems are adequate, that they
operate effectively and that any deficiencies have been identified and are being addressed.
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¢. Categories of risks

The key risks that the Company is subject to are specific insurance risks and risks arising from the general business environment.
The risk management framework identifies four broad categories of risk:

e Insurance risk - the possibility that the Insured event occurs and the uncertainty of the amount of the resulting claim.

»  Other financial risks (credit risk, market risk and liquidity risk) - the potential loss arising from open positions in interest rate and equity
products, which are exposed to general and specific market movements.

e Compliance risk - the risk of failing to comply with all applicable legal and regulatory requirements and industry codes of practice, and of
failing to meet the Company’s own ethical standards.

e Qperational risk - the risk of loss resulting from inadequate or failed internal processes, people and systems or from external events, This
includes compliance risk - the risk of legal or regulatory sanction, financial or reputation loss arising from the failure to apply the regulatory
standards.

Additional details surrounding the risk management activities relating to the management of these risks follows.

(i) Insurance risk

The type and nature of life insurance risk accepted is determined by reference to underwriting procedures that include limits to delegated authority
and sighing powers,
To manage the insurance risk, the Company has various risk mitigation systems in place.

Under the Company's internal reporting system the financial and operating results, mortality and morbidity experience and expenses are
monitored quarterly against budget projections. In addition, detailed annual actuarial investigations are performed into the mortality, morbidity
and persistency experience of the life insurance products, Concentrations of risk based on individual lives are managed through the use of surplus
reinsurance arrangements whereby the Company’s maximum exposure to any individual life is capped. A product pricing process ensures that
profitability is not materially impacted by changes to the age and gender profile of the in-force business. The Company conducts sensitivity
analysis to quantify exposure to risk changes in the key underlying variables and further detail is provided in Note 3.

(i) Other financial risks

The Company is exposed to a range of financial risks through its financial assets, reinsurance assets and insurance liabilities. The key components
of financial risk are as follows:

»  Credit risk - the potential for financial loss where a counterparty fails to meet its financial obligations to the Company;

e Market risk - these risks are monitored daily against a comprehensive limit framework based on longer term risk/return objectives. The
principal risk components of this monitoring process are:

. Interest rate risk - the potential loss arising from changes in the value of financial instruments due to changes in market interest rates or
their implied volatilities;
. Currency risk - the potential loss arising from changes in the value of financial instruments due to changes in foreign exchange rates or
their implied volatilities;
e Equity price risk - the potential loss arising from decline in value of equity instruments due to changes in their quoted market value or
implied volatilities; and
e  Liquidity risk - the risk that the Company will not be able to fund assets and meet obligations as they come due, without incurring
unacceptable losses.
The Company's policies for managing the above financial risks are set out below.
Credit risk
Credit risk is the potential for financial loss where a counterparty fails to meet its financial obligations to the Company. It arises primarily from the
Company’s insurance activities.
Financial assets which potentially subject the Company to concentrations of credit risk consist of investments, reinsurance recoveries receivable
and receivables owing by related entities.
The following policies and procedures are in place to mitigate the Company's exposure to credit risk:
e  Exposures to counterparties are monitored and controlled to ensure significant deterioration in credit quality is identified, credit risk
management information is accurate and complete and excessive concentrations of credit risk are identified and controlled;

e Credit risk limits for investment assets are defined within a recognised rating scale and managed for the Company by the appointed
investment portfolio managers. The framework also sets out acceptable credit quality ratings for investments that may be held; and

o Credit risk in respect of customer balances is actively monitored and losses incurred on non-payment of premiums or contributions will only
persist during the grace period specified In the policy document until expiry, when the policy is terminated.

As part of its overall risk management strategy the Company cedes a proportion of its insurance risk. While these cessions mitigate insurance risk,

the amounts recoverable from reinsurers expose the Company ta credit risk. Exposure to and the credit quality of reinsurance counterparties are

actively monitored.
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The following table provides information regarding the credit risk exposure of the Company. The credit quality of these financial assets that are
neither past due nor impaired is shown by classifying those assets-according to Standard & Poor's counterparty credit ratings. AAA is the highest
possible rating.

Financial assets subject to credit risk

Cash and cash equivalents

Financial assets at fair value through profit or loss'
Due from related entities

Reinsurance recoveries receivable

Other assets

Total maximum exposure to credit risk

30 September 2010

Past Due

Neither past due nor impaired But not
AAA AA A NotRated  Subtotal Impaired Total
$'000 $'000 $'000 $'000 $'000 $'000 $'000

Financial assets subject to credit risk

Cash and cash equivalents - 4,652 - - 4,652 - 4,652
Financial assets at fair value through profit or loss’ 23,733 - - - 23,733 - 23,733
Due from related entities - 30 - - 30 - 30
Reinsurance recoveries receivable - 4,921 77 - 4,998 - 4,998
Other assets - - 1,331 47 1,378 - 1,378
Total maximum exposure to credit risk 23,733 9,603 1,408 47 34,791 - 34,791

' The amount excludes investments in unit trusts as they are treated as investments in equity instruments and hence they are not regarded as
being exposed to credit risk for the purpose of this disclosure.

Market risk

Market risk is the risk of an adverse impact on earnings resulting from changes in market factors such as foreigh exchange rates, interest rates,
commaodity prices and equity prices.

The main market risk that the Company faces is interest rate risk. This reflects the underlying nature of its investments and liabilities.
To manage market risk arising from policy liabilities, the Company uses derivatives to manage interest rate risk.

To mitigate market risk arising from financial assets at fair value through profit or loss, the Company's investment manager has implemented the
following controls:

e  trading authorities and responsibilities are clearly delineated at all levels to ensure accountability;

e astructured system of limits and reporting of exposures against these exist for all trading activities; and

¢ models are used to determine the risk and impact on profit or loss.

In addition to these controls, the Company’s investment manager uses derivatives to:

. protect an asset or portfolio against a fluctuation in market value;

e  reduce the transaction costs of achieving a desired market exposure;

s immediately adjust the asset exposure within the established strategy;

. adjust the duration of fixed interest portfolios; or

. manage the exposure within a portfolio to fluctuations in interest rates and foreign currency exchange rates.

Interest rate risk

The Company is exposed to interest rate risk in that future interest rate movements will affect cash flows, the market value of fixed interest assets,
and the market value of unit trusts which hold fixed interest assets.

Inte;‘esdt rat'e rlisk is the potential loss arising from changes in the value of financial instruments due to changes in market interest rates or their
implied volatilities,
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Financial instruments with floating rate interest expose the Company to cash flow interest rate risk, whereas financial instruments with fixed rate
interest expose the Company to fair value interest rate risk. The Company manages its investment portfolios by maintaining a mix of fixed and
variable rate instruments that management considers appropriate. The Company invests in floating rate cash deposits, fixed interest government
securities and units in managed investment schemes which hold fixed interest assets, having regard to the durations of the underlying liabilities.

The Company is also exposed to interest rate risk on obligations arising from its life insurance contracts. A sensitivity analysis in key variables is
disclosed in Note 3.

Foreign currency risk

The Company does not have a direct exposure to foreign currency risk as it does not have foreign currency denominated financial instruments.

However, it may be indirectly exposed to foreign currency risk from the underlying investments in unit trusts (refer to related discussions on equity

price risk below).

Equity price risk

The Company is exposed to equity price risk arising from its investments in unit trusts. The underlying investments of these unit trusts indirectly

expose the Company to various risks such as interest rate risk, foreign currency risk and credit risk. However, these risks are assumed to be

captured by equity price risk given that these investments are considered to be equity instruments.

The following table provides the after tax impact on profit or loss and equity for a reasonably possible change in equity prices:

2010

$'000
(157)
157

0.25% decrease in unit trust prices
0.25% increase in unit trust prices

Liquidity risk

Liquidity risk is the risk that the Company will not be able to fund assets and meet obligations as they come due, without incurring unacceptable
losses.

The liquidity of both physical and derivative positions is factored into the investment decision making process. Considerations include market
depth, possible market disruptions and standard settlement times.

The liquidity position of the Company is monitored regularly and funds backing life insurance contracts are significantly invested in readily
realisable assets such as cash, short term securities and unit trust investments. Minimum cash balances required to be held are established to
ensure that sufficient funds are available to meet all potential policyholder obligatians.

The following liquidity analysis of financial assets and liabilities presents the contractual undiscounted cash flows receivable and payable, and is
based on the remaining period as at balance date to the contractual maturity. The balances in the tables below may not agree to the balance sheet
as the tables incorporate all cash flows on an undiscounted basis, including both principal and associated future interest income/expense accruals.

The Company’s undiscounted maturity profiles for financial assets and liabilities are as follows:

Financial assets

Cash and cash equivalents

Financial assets at fair value through profit or loss
Due from related entities

Reinsurance recoveries receivable

Other assets

Total financial assets

Financial labilities

Derivative financial instruments

Due to related entities

Claims reserve

Other liabilities 5
Total financial liabilities 1,20 00 ( 8

' Amounts classified under 'Up to T Year' bucket refer to all commitments which are either contractually due within the timeframe or payable on
demand.

2 Amounts classified under ‘No Specific Maturity' refer to investments in unit trusts.




Westpac Life-NZ-Limited

Notes to the financial statements

Note 4. Risk management policies and procedures (continued)

30 September 2010

No Sepcific
Up to 1 Year' 1105 Years Over 5 Years Maturity? Total
$'000 $'000 $'000 $'000 $'000
Financial assets
Cash and cash equivalents 4,652 - - - 4,652
Financial assets at fair value through profit or loss 23,733 - - 89,921 113,654
Due from related entities 30 - - - 30
Reinsurance recoveries receivable 2,255 883 1,860 - 4,998
Other assets 1,378 - - - 1,378
Total financial assets 32,048 883 1,860 89,921 124,712
Financial liabilities
Derivative financial instruments 1,219 - - - 1,219
Due to related entities 3,465 - - - 3,465
Claims reserve 16,000 1,131 2,110 - 19,241
Other liabilities 1,033 - - - 1,033
Total financial liabilities 21,7217 1,131 2,110 - 24,958

'Amounts classified under ‘Up to 1 Year’ bucket refer to all commitments which are either contractually due within the timeframe or payable on
demand.

? Amounts classified under ‘No Specific Maturity’ refer to investments in unit trusts.

(iii) Compliance risk

The Company is subject to regulation and regulatory oversight. Any significant regulatory developments could have an adverse effect on how
business is conducted and on results of operations. Business and earnings are also affected by the fiscal or other policies that are adopted by
various regulatory authorities of the New Zealand Government, foreign governments and international agencies. The nature and impact of future
changes in such policies are not predictable and are beyond the Company’s control.

Regulatory responsibilities have increased significantly and, in order to manage existing and new requirements in a more effective way, the
development of the ability to provide early detection monitoring of these responsibilities to the business has been accelerated. Effective
compliance risk management enables the Company to identify emerging issues and where necessary put in place preventative measures. The
Company has a dedicated Operational Risk and Compliance function,

Executive Risk and Audit Committee of WNZL (WNZL ERAC’) meets quarterly and is responsible for overseeing the effectiveness and
implementation of the Operational Risk and Compliance Frameworks. WNZL ERAC monitors the business unit operational risk profiles and the
action plans. Material matters are escalated to the Ultimate Parent Board Risk Management Committee, the Ultimate Parent Bank Board Audit
Committee and the CEO of the Ultimate Parent Bank.

(iv) Operational risk

Operational risk arises from inadequate or failed internal processes, people and systems or from external events. Operational risk has the
potential, as a result of the way business objectives are pursued, to negatively impact the organisation’s financial performance, customer service
and/or reputation in the community or cause other damage to the business.

The Company uses the Ultimate Parent Bank Group Operational Risk Management Framework as a tool to assist its business units in the
achievement of its objectives through assisting the business to understand and manage those risks that could hinder progress. This framework
outlines the business requirements for managing Operational Risk with respect to Governance, Risk and Control Assessments, Incident
Management, Operational Risk in Change, Reporting and Monitoring and Operational Risk Capital Allocation.

A tangible benefit of the Ultimate Parent Bank Group Operational Risk Framework is to ensure compliance with relevant legislative and regulatory
requirements.

Capital and regulatory risk

The Company holds capital to protect customers, creditors and shareholders against unexpected losses to a level consistent with the Company's
risk appetite, as approved by the Board.

Solvency reserves maintained by the Company are disclosed in Note 19.

20
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Note 5. Revenue and other income

Insurance premium revenue
Investment income:
Deposits with other financial institutions - interest income
Fixed rate notes - interest income
Fair value gains on financial assets at fair value through profit or loss
Total investment income
Fees income and other income:
Non risk fees
Other
Fair value losses on derivative financial instruments
Total fee income and other income
Reinsurance recoveries revenue
Total revenue and other income

21

Year

Ended

30 September
2010

$'000

97,945
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Note 6. Other operating expenses

Salaries and other staff expenses
Salaries and wages
Employee entitlements
Defined contribution plans
Restructuring costs
Other
Total salaries and other staff expenses
Equipment and occupancy expenses
Depreciation:

Equipment

Furniture and fittings
Equipment repairs and maintenance
Lease and rental expenses
Other
Total equipment and occupancy expenses
Other expenses
Advertising
Management fees - related entities
Policy expenses - related entities
Policy expenses - other
Purchased services
Stationery
Postage and freight
Telecommunication costs
Training
Travel
Other
Total other expenses
Total other operating expenses

Components of other operating expenses:
Investment management expenses
Policy acquisition expenses:
Commissions
Other
Policy maintenance expenses:
Commissions
Other
Total other operating expenses

Year

Ended

30 September
2010

$'000

2,166
47
133
21

1,186
27,074
346
791
132
436

1

12

49
3,257
33,284
35,681

422

12,059
1,790

17,743
3,667
35,681
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Note 7. Income tax expense

Year
Ended
30 September
2010
$'000
Income tax expense
Current income tax
- Current year 1,976
- Prior year adjustments (476)
Deferred income tax
- Current year - impact of change in tax rate 5
- Current Year - other 308
Total income tax expense 1,813
Reconciliation of income tax expense to pruﬁt before income tax expense
Profit before income tax expense 38,453
Tax calculated at tax rate of 30% 11,536
Tax effect of amounts which are not deductible/(assessable) in calculating taxable income:
Income not subject to tax (16,843)
Expenses not deductible for tax purposes 7,591
Adjustments for prior year over provision (476)
Impact of change in tax rate on deferred tax 5
Total income tax expense 1,813

The balance of the dividend withholding payment account as at 30 September 2011 was nil (30 September 2010: $nil) and there was no movement
during the year ended 30 September 2011 (30 September 2010: nil).

In May 2010 the New Zealand Government enacted a reduction in company tax rates from 30% to 28%, which will apply to the Company from 1
October 2011. Accordingly, the deferred taxes have been remeasured at 28% to the extent the underlying temporary differences are expected to
reverse from 1 October 2011 onwards. As a result of this change in tax rate, the Company has reduced its deferred tax expense by $67,000 (30
September 2010: increased by $5,000) in the statement of comprehensive income.

Note 8. Imputation credit account

Year

Ended

30 September
2010

$'000

553

69

622

The availability of these imputation credits is contingent on the Ultimate Parent Bank (the total worldwide activities of Westpac Banking Corporation
excluding its controlled entities) meeting the shareholder continuity rules. As a result of the merger of the Ultimate Parent Bank with St.George
Bank Limited during the year ended 30 September 2009, there had been a possibility that some of the credits may have been forfeited. This matter
has now been resolved and no imputation credits have been forfeited.

Balance at beginning of the year
Imputation credit attached to distributions received
Balance at end of the year

Note 9. Margin on services profit

Year
Ended
30 September
2010
$'000

Profit after income tax expense arose from:
Planned margins of revenues over expenses 28,097
Difference between actual and assumed experience 3,613
Investment earnings on assets in excess of policy liabilities 2,652
Net commission on fire and general agency 1,685
Adjustments for prior year over provision 592
Other sources 1
Profit after income tax expense 36,640

23



Westpac Life-NZ-Limited

Notes to the financial statements

Note 10. Financial assets at fair value through profit or loss

Deposits with Public Trustee’

New Zealand Government securities

Unit trusts managed by related entities

Total financial assets at fair value through profit or loss
Amounts expected to be recovered within 12 months
Amounts expected to be recovered after 12 months

Total financial assets at fair value through profit or loss

! Life companies are legally required to keep a minimum of $500,000 on deposit with the Public Trustee.

Note 11. Property, plant and equipment

Leasehold improvements

Cost

Accumulated depreciation and impairment losses
Net carrying amount of leasehold improvements

Equipment

Cost

Accumulated depreciation and impairment losses
Net carrying amount of equipment

Furniture and fittings

Cost

Accumulated depreciation and impairment losses

Net carrying amount of furniture and fittings

Total net carrying amount of property, plant and equipment

Equipment

Balance at beginning of the year
Additions

Disposals

Depreciation

Balance at end of the year

Furniture and fittings

Balance at beginning of the year
Depreciation

Balance at end of the year

Total property, plant and equipment

2010
$'000
557
23,176
89,921
113,654
23,176
90,478
113,654
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Note 12, Policy liabilities

2010
$'000
Balance at the beginning of the year (25,915)
Changes in policy liabilities (3,063)
Balance at the end of the year (28,978)
Components of policy liabilities:
Future policy benefits 387,937
Balance of future expenses 159,071
Future charges for acquisition costs -
Planned margins of revenues over expenses 239,074
Balance of future revenues (802,324)
Policy liabilities at the end of the year (refer to Note 13) (16,242)
Deferred tax liability element of policy liabilites (12,736)
Balance at the end of the year (28,978)
Policy liablilities excluding deferred tax liability:
Amounts expected to be settled within 12 months 4,796
Amounts expected to be settled after 12 months (21,038)
Total policy liabilities (16,242)

The Taxation Act received Royal assent on 6 October 2009, enacting a new tax basis for life insurance business in New Zealand. This new tax basis
applies to the Company from 1 July 2010. The Company is now using the transitional tax arrangements for its existing business, as provided for
under the Taxation Act.

Note 13. Deferred tax liabilities

2010

$'000
Deferred tax liabilities attributable to the following:
Accrued expenses and provisions (35)
PIE income 750
Property, plant and equipment (100)
Policy liabilities 12,736
Balance at the end of the year 13,351
Amounts expected to be settled within 12 months 692
Amounts expected to be settled after 12 months 12,659
Balance at the end of the year 13,351
Movements
Balance at the beginning of the year 13,038
Current period temporary differences 536
Prior year adjustments (121)
Change in corporate tax rate 5
Other adjustments (107)
Balance at the end of the year 13,351

Deferred tax on policy liabilities

Life insurance policy liabilities represent the net present value of estimated future cash flows and planned profit margins. Using the margin on
services methodology, planned after tax profit margins are recognised in the statement of comprehensive income over the period services are
provided to policyholders,

Note 14, Other liabilities

2010

$'000
Accrued expenses 807
Other liabilities 226
Provision for annual leave and other staff benefits 156
Provision for long service leave 5
Total other liabilities 1,194
Amounts expected to be settled within 12 months 1,189
Amounts expected to be settled after 12 months 5
Total other liabilities 1,194
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Note 15. Equity

2010

Number of

Issued Shares

Balance at the beginning of the year 79,520,000
Transactions during the year -
Balance at the end of the year' 79,520,000

' Of the 79,520,000 ordinary shares issued, 6,000,000 ordinary shares are partially paid.

Ovrdinary shares

Subject to the constitution of the Company each ordinary share confers on its holder the right to one vote on a poll at meetings of shareholders,
the right to an equal share in dividends authorised by the Board and the right to an equal share in the distribution of the surplus assets of the
Company in the event of liquidation,

The 6,000,000 partially paid ordinary shares originally issued for $1.00 are paid up to $0.28 per share. These partially paid ordinary shares carry
no voting rights and do not participate in dividends. The unpaid balance can be called at any time by the Board.

The shares have no par value, as per section 38 of the Companies Act 1993.

Dividends paid

In 2011, the Company paid dividends to ordinary shareholders amounting to nil (30 September 2010: $20,000,000). The amount of dividends per
share is nil (30 September 2010: 27.20 cents).

Note 16. Related entities

Ultimate holding company

The Company is a wholly-owned subsidiary of Westpac Financial Services Group-NZ-Limited. The ultimate parent Company is WBC, which is
incorporated in Australia and whose financial statements are available, free of charge, at www.westpac.com.au.

Nature of transactions

Current account banking facilities and other financial products are provided by Westpac New Zealand Limited (WNZL') to the Company on normal
commercial terms. WNZL is an indirect wholly-owned subsidiary of WBC.

Premium income of $364,000 (30 September 2010: $389,000) was received from WNZL and is included in insurance premium revenue in the
statement of comprehensive income,

All investments held by the Company are managed by BT Funds Management (NZ) Limited (‘BTFMNZL’). Total investment income recognised on
these investments for the year was $5,830,000 (30 September 2010: $4,998,000). The balance of the unit trusts managed by BTFMNZL is disclosed
in Note 10.

Life insurance products are sold on behalf of the Company by WNZL and have previously been sold by The Warehouse Financial Services Limited
('TWFSL'). TWFSL is a controlled entity of WNZL. Commissions of $29,947,000 (30 September 2010: $27,074,000) were paid to these entities by
the Company and these are included as other operating expenses in the statement of comprehensive income,

Salaries and other staff expenses amounting to $2,954,000 (30 September 2010: $2,375,000) were reimbursed by the Company to entities
controlled by WBC. Under existing employment agreements, these salaries and other staff expenses relate to employees who are employed by
other entities controlled by WBC.

Management fees of $1,600,000 (30 September 2010: $788,000) were paid by the Company to WNZL for certain operating costs incurred by WNZL.
These are included in other operating expenses.

investment management fees paid by the Company to BTFMNZL were $486,000 (30 September 2010: $398,000). They are included in other
operating expenses,

Tax loss offsets are made between the Company and members of the WBC New Zealand Banking Group (New Zealand operations of WBC Group).
Transactions in relation to these related parties are arranged on an arm's length basis.

The audit fees amounting to $45,000 (30 September 2010: $45,000) have been borne by WNZL.

Except for cash and derivative financial instruments, amounts owing to and by related entities are normally settled within 90 days.

Balances with related entities are disclosed below.
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Note 16. Related entities (continued)

Due from and to related entities

2010
$'000
Due from related entities
Accrued income - WNZL 14
Trade debtors - WNZL 16
Total due from related entities 30
Due to related entities
Accrued expenses - WNZL 3,075
Sundry creditors - WNZL 355
Sundry creditors - BTFMNZL 35
3,465

Total due to related entities
Cash and cash equivalents amounting to $10,441,000 (30 September 2010: $4,045,000) were deposited with WNZL and managed by BTFMNZL on
the Company’s behalf. Cash and cash equivalents amounting to $624,000 (30 September 2010: $607,000) were deposited with the NZ Branch.

Derivative transactions are carried out between the NZ Branch and the Company on narmal commercial terms. The notional amount of the
derivative financial instruments was $961,185,000 (30 September 2010: $692,201,000). The fair value is disclosed in the balance sheet.

Note 17. Key management personnel
Key management personnel are defined as being Directors and senior management of the Company. No compensation was paid by the Company to

its key management personnel during the year (30 September 2010: nil). Any key management personnel compensation is paid by other entities
controlled by WBC and is reimbursed by the Company as agreed with the relevant employee entity.

Note 18. Fair value of financial instruments

Financial assets and financial liabilities are measured on an ongoing basis either at fair value or at amortised cost in the balance sheet. NZ IFRS 7
requires the disclosure of the fair value of financial instruments not already carried at fair value in the balance sheet. Fair value is the amount for
which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in an arm’s length transaction. The fair value
disclosure does not cover those instruments that are not considered financial instruments from an accounting perspective such as income taxes
and intangible assets.

Quoted market prices, when available, are used as the measure of fair values. Where quoted market prices do not exist, fair values presented are
estimates derived by reference to actual cash flows implicit in observable market prices or through modelling cash flows using appropriate
financial markets pricing models. These techniques involve uncertainties and are affected by the assumptions used and judgments made regarding
risk characteristics of various financial instruments, discount rates, estimates of future cash flows, future expected loss experience and other
factors. Changes in assumptions could significantly affect these estimates and the resulting fair values.

The fair value estimates were determined by application of the methods and assumptions described below.

Investment in unit trusts

Unit prices provided by the fund manager were used to determine the fair value of investments in unlisted unit trusts.

Other financial assets and liabilities

The carrying amount of these items is a reasonable approximation of fair value as they are either predominantly short-term in nature or reprice

frequently and are of a high credit rating.

'(I;he tables below summarise the categories of financial instruments and the carrying value and fair value of all financial instruments of the
ompany.
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Note 18. Fair value of financial instruments (continued)

Financial assets

Cash and cash equivalents

Financial assets at fair value through profit or loss
Due from related entities

Reinsurance recoveries receivable

Other assets

Total financial assets

Financial liabilities

Derivative financial instruments
Due to related entities

Other liabilities

Total financial liabilities

30 September 2010

Classified at
Fair Value
Through
Profit or Loss
Financial
Held Liabilities at Total
for Loans and Amortised Carrying Estimated
Trading Receivables Cost Amount Fair Value
$'000 $'000 $'000 $'000 $'000
Financial assets
Cash and cash equivalents with related entities - 4,652 - 4,652 4,652
Financial assets at fair value through profit or loss 113,654 - - 113,654 113,654
Due from related entities - 30 - 30 30
Reinsurance recoveries receivable - 4,998 - 4,998 4,998
Other assets - 1,378 - 1,378 1,378
Total financial assets 113,654 11,058 - 124,712 124,712
Financial liabilities
Derivative financial instruments 1,219 - - 1,219 1,219
Due to related entities - - 3,465 3,465 3,465
Other liabilities . - 1,033 1,033 1,033
Total financial liabilities 1,219 - 4,498 5,717 5,717

Fair value hierarchy

The Company categorises all fair value measurements according to the following fair value hierarchy:

e Quoted market price (‘Level 1°)

This valuation technique uses recent unadjusted quoted prices for identical assets or liabilities in active markets where the price represents
actual and regularly occurring market transactions on an arm’s length basis.

¢  Valuation technique using observable inputs (‘Level 2"}
This valuation technique is used for financial instruments where quoted market prices are not available so prices are derived from standard

valuation models, and inputs to these models are directly observable. The valuation techniques include the use of discounted cash flow
analysis, option pricing models and other valuation techniques widely used and accepted by market participants.

e  Valuation technique with significant non-observable inputs (‘Level 3°)
This valuation technique is used where at least one significant input is not observable and reliance is placed on reasonable assumptions based

on market conditions. These estimates are calibrated against industry standards, economic models and observable transaction prices where

possible. Financial instruments included in this category show illiquidity in the market. Some valuations rely on estimation from related

markets or proxies.

28



Westpac Life-NZ-Limited

Notes to the financial statements

Note 18. Fair value of financial instruments (continued)

All amounts reported as financial assets at fair value through profit or loss and derivative financial instruments are carried at fair value. Fair value
is determined using Level 2 in the fair value hierarchy.

The Company did not hold any financial instruments in the Level 3 category as at 30 September 2011 (30 September 2010: nil).

There have been no transfers between Levels 1 and 2 during the year ended 30 September 2011 (30 September 2010: nil).

There have also been no transfers into or out of Level 3 during the year ended 30 September 2011 (30 September 2010: nil).

Due to the number of different valuation models used and the underlying assumptions made regarding inputs selected, such as timing and
amounts of future cash flows, discount rates, credit risk and volatility, it is often difficult to compare the fair value information disclosed here,
against the fair value information disclosed by other financial entities.

Note 19. Solvency reserves

Based on actuarial advice the Directors have determined that as at 30 September 2011 $46,314,000 (30 September 2010: $45,716,000) of equity
is to be retained as solvency reserves. The solvency reserve was determined in accordance with the New Zealand Society of Actuaries Professional
Standard 5.02 “Solvency Reserving for Life Insurance Business”.

Note 20. Contingent assets, contingent liabilities and commitments

There were no contingent assets, contingent liabilities or unrecognised contractual commitments as at 30 September 2011 (30 September 2010:
nil).
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Independent Auditors’ Report
to the shareholders of Westpac Life-NZ-Limited

Report on the Financial Statements

We have audited the financial statements of Westpac Life-NZ-Limited on pages 3 to 29, which
comprise the balance sheet as at 30 September 2011, the statement of comprehensive income,
the statement of changes in equity and the statement of cash flows for the year then ended, and
the notes to the financial statements that include a summary of significant accounting policies
and other explanatory information.

Directors’ Responsibility for the Financial Statements

The Directors are responsible for the preparation of these financial statements in accordance
with generally accepted accounting practice in New Zealand and that give a true and fair view of
the matters to which they relate and for such internal controls as the Directors determine are
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing (New Zealand) and
International Standards on Auditing. These 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 the auditors’
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditors
consider the internal controls relevant to the Company’s preparation of financial statements that
give a true and fair view of the matters to which they relate, in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Company’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 that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

We have no relationship with, or interests in Westpac Life-NZ-Limited, other than in our
capacities as auditors and tax advisors. These services have not impaired our independence as
auditors of the Company.

PricewaterhouseCoopers, 188 Quay Street, Private Bag 92162, Auckland 1142, New Zealand
T: +64 (9) 355 8000, F: +64 (9) 355 8001, www.pwe.com/nz
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Independent Auditors’ Report
Westpac Life-NZ-Limited

Opinion
In our opinion, the financial statements on pages 3 to 29:

@ comply with generally accepted accounting practice in New Zealand;
(ii) comply with International Financial Reporting Standards; and

(ili)  give a true and fair view of the financial position of the Company as at
30 September 2011, and its financial performance and cash flows for the year then
ended.

Report on Other 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 2011:

i) we have obtained all the information and explanations that we have required; and

(i) in our opinion, proper accounting records have been kept by the Company as far as
appears from an examination of those records.

Restriction on Distribution or Use

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 work has been undertaken so that we might state
to the Company’s shareholders those matters which we are required to state to them in an
auditors’ report and for no other purpose. To the fullest extent permitted by law, we do not
accept or assume responsibility 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.

Q\M‘m

Chartered Accountants Auckland
28 February 2012

31



