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This annual report covers 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. lts registered office is:

Westpac on Takutai Square
16 Takutai Square
Auckland

The members of the Board of Directars of the Company (‘Board’ as at the signing date of these financial statements are Ronaid James Hill, David
Gordon Benison, Karen Lee Silk, Georgina Maida McDonald Croft, and Katherine Anne Morrisan, Karen Lee Sillk and Katherine Anne Marrison were
appointed as Directors of the Company on 24 January 2018. Georgina Croft was appointed as a Director of the Company on 21 May 2018. Effective
from the dates below, the following Directors resigned from their capacity as Directors of the Company:

. 16 Ociober 2017 - Mark Todd

. 3 November 2017 - Andrew Kerr

. 15 December 2017 - jason Clifton
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Westpac Life-NZ- Limited

Directors’ report

Pursuant to section 211(3) of the Companies Act 1993, the shareholder of the Company has agreed that the Annual Report of the Company need
not comply with the requirements of paragraphs (a), and (e) to (j) of subsection (1) and subsection (2) of section 211.

Accordingly, there is no information to be included in the Annual Report other than the financial statements for the year ended 30 September 2018
and the independent auditor's report on those financial statements.

nd onbehalf of the Board of Directors:

23 January 2019
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Westpac Life-NZ- Limited

Statement of comprehensive income for the years ended 30 September

2018 2017
Note $'600 $'000

Insurance premium revenue 4 157,731 158,708
Qutwards reinsurance premium expense {15,729) (14,694)
Net premium revenue - 142,002 144,014
Investment ihcame 4 6,923 54901
Fee income and other income 4 15,473 30,040
Net revenne 164,398 179,545
Insurance claims and rebate expense 5 (67,731} {70,506)
Reinsurance recoveries revenue 4 10,958 14,668
Net claims expenses _ (56,773) (55,838)
Changes in policy liahitities 10 11,824 (3,360)
Other operating expenses 5 (48,543) (53.512)
Net claims and expenses {93,492) (112710}
Profit hefore income tax 70,906 66,835
Income tax expense 6 {19451 (18519
Net profit for the year 51,455 48316
Other comprehensive income {net of tax) - -
Total comprehensive income for the year 51,455 48316
The above statement of comprehensive income should be read in conjunction with the accormpanying notes,
Balance sheet as at 30 September

2018 2017
. Note $'000 $'000
Assets
Cash and cash equivalents 14 5,920 4584
Financial assets at fair value through profit or loss 9 200,736 206,664
Reinsurance recoveries receivable 16 10,516 14,499
Other assets 1,912 1,884
Total assets 219,084 227631
Liabilities
Payables due to related entitias 14 4,632 4,585
Derivative financial instraments 14 2,082 1,605
Current tax liabhilities 3,796 4,859
Other liabilities 12 4,329 3,145
Deferred tax liabilities 11 35,710 33,560
Claims reserve 16 39,722 32,6495
Policy liabilities 10 {109,121) (87,297}
Total negative liabilities {18,850) {16,848)
Net assets 237,934 244,479
Shareholder's equity
Share capital 13 79,520 79,520
Retained profis 158,414 164,959
Total Shareholder's equity 237,934 244 479

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

Statement of changes in equity for the years ended 30 September

Share Capital Retained Profits Total
Note $'000 $'000 $600
As at 1 October 2016 79,520 132,643 212,163
Year ended 30 September 2017
Net profit for the year - 48,316 48,316
Total comprehensive income for the year ended 30 September 2017 - 48,316 48316
Transactions with owners:

Dividends paid on ordinary shares 13 - {16,000) {16,000
As at 30 September 2017 79,520 164,959 244 479
Year ended 30 September 2018
Net profit for the year - 51,455 51,455
Total comprehensive income for the year ended 30 September 2018 - 51,455 51,455
Transactinns with owners:

Dividends paid on ordinary shares 13 - {58,000) {58,000)
As at 30 September 2018 ' 79,520 158,414 237,934

‘The abave statement of changes in equity should be read in conjunction with the accempanying notes.
Statement of cash flows for the years ended 30 September

2018 2017
L Note $"000 $'000
Cash flows from operating activities
Premiums received 157,737 158,766
Reinsurance payments {15,661) {14,392}
Interest income received 362 391
Other income received 15,572 28449
Claims and rebates payments {60,704) (64,458)
Reinsurance income received 14,941 8,265
Other operating expenses paid {47,364) {54,609
Income taxes paid {18,364) {17,343)
Net cash provided by operating activities 18 46,519 45,269
Cash flows from investing activities
Sale of investments 131,212 89,325
Purchase of investments (118,384) {122,243)
Purchase of property and equipment an (29)
Net cash provided by /(used in) investing activities 12,817 (32,947}
Cash flows from financing activities
Dividends paid to ordinary sharehalders 13 (58,000} (16,000)
Net cash used in financing activities (58,000) {16,0600)
Net increase/(decrease) in cash and cash equivalents 1,336 (3,678)
Cash and cash equivalents at the beginning of the year . 4,584 8,262
Cash and cash equivalents at the end of the year 14 5,920 4,584

The above statement of cash fiows should be read in conjunction with the accompanying notes.,
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Westpac Life-NZ- Limited

Notes to the financial statements

Note 1. Financial statement preparation

Fhese financial statements were authorised for issue by the Board on 23 Janwary 2019, The Board has the power to amend the financial statements
after they are authorised for issue.

Westpac Life-NZ-Limited's (the ‘Company’) primary activities are the development, underwriting and management of products under life insurance
fegislation providing insurance cover against the risks of death, disability, redundancy and bankruptcy. The Company also manages some
insurance agency arrangements.

The principal accounting pelicies are set out below and in the refevant notes to the financial statements. These policies have been consistently
applied to all the years presented, unfess otherwise stated.

a. Basis of preparation

(i) Basis of accounting

These financial statements are general purpose financial statements prepared in accordance with the Financial Reporting Act 2013 and the
Financial Markets Conduct Act 2013, Thesa financial statements comply with Generally Accepted Accounting Practice, applicable New Zealand
equivalents to International Financial Reporting Standards (‘NZ IFRS") and other awthoritative pronouncements of the External Reporting Board
{'XRB"), as apprapriate for for-prafit entities. The Company is a Tier | entity. These financial statements comply with International Financial
Reporting Standards {'IFRS", as issued by the International Accounting Standards Board, The Company is carrying on insurance business in New
Zealand and is therefare subject to the requirements set out in the Insurance (Prudential Supervision} Act 2010 ('IPSA'}, including licensing and
supervision by the Reserve Bank of New Zealand ('RBNZ'). The Company was granted a full licence by the RBNZ on 1 May 2013.

All amaunts in these financial statements have been rounded in thousands of New Zealand dollars unless otherwise stated.

(i}  Historical cost convention

The financial statements have been prepared under the histarical cost convention, as modified by applying fair value accounting to financial assets
and financial liabilities (including derivative instruments) measured at fair value through the profit or loss section of the statement of
comprehensive income. The going conhcern concept has been applied.

(i) Changes in accounting standards

The Company has adopted the requirements of Disclosure Initiative: Amendments to NZ IAS 7 Statement of Cash Flows which require additionat
disclosures regarding bath cash and nan-cash changes in liabilities arising from financing activities, As the Company does not have any liabilities
arising from financing activities, no additional disclosure is required.

(iv) Foreign curvency translation

functional and presentational currency
The financial statements of the Company are presented in New Zealand doHars, which is the Company’s functional and presentation currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the transactions.
Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at year end exchange rates of
monetary assets and liabilities denominated in foreign currencies are recognised in the profit or loss section of the statement of comprehensive
income,

b. Financial assets and financial liabilities

(i} Recognition

Purchases and sales of financial assets are recognised on trade-date, the date an which the Company commits to purchase or sell the asset.
Financial liabilities are recognised when an obligation arises,

(il} Classification and measurement

The Company classifies its financial assets into the following categories: financial assats at fair value through profit or loss, derivative financial
instruments and loans and receivables. Financial assets at fair vafte through profit or loss relate to local authority securities, investment grade
corporate bonds and units in unlisted unit trusts, Derivative financial instruments are dassified as held for trading.

The Company classifies its financial liabilities into the following categories: financial liabifities at amortised cost and derivative financial
Instruments, .

Fihancial assets and liabilities at fair value through profit or lfoss, including derivative financial instruments, are recognised initially at fair value.
loans and recelvables and financial liabilities at amortised cost are carried at amortised cost using the effective interest rate method and are
initially recognised at fair value pfus directly attributable transaction costs. Realised and unrealised gains or losses arising from changes in the fair
value of financial assets and labilities at fair value through profit or loss and derivative financial instruments are included in profit or loss in the
period in which they arise,

The Company's policies for determining the fair value of financial assets and financial liabilities are set out in Note 15.
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Westpac Life-NZ- Limited

Notes to the financial statements

Note 1. Financial statement preparation (continued)

(iif) Derecognition

Financial assets are derecognised when the rights to receive cash flows from the asset have expired, or when the Company has either transferred
its rights to receive cash flows from the asset or transferred substantially all the risks and rewards af ownership.

Financial liabilities are derecognised when the obligation is discharged, cancelled or expires.

(iv) 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 ohjective 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 ‘foss event’) and that foss 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.

i there is objective evidence that an impairment on loans and receivables has been incurred, the amount of the charge is measured as the
diffarence between the asset's carrying amount and the present value of estimated future cash flows (excluding future credit losses that have not
heen Incurred) discounted at the financial asset’s ariginal 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 recegnised in the statement of comprehensive income, If a financial asset has a variable interest
rate, the discount rate for measuring any impairment is the current affective interest rate determined under the contract.

(v} Other assefs

Other assets include commissions receivable under insurance agency arrangements and premiums due from policyholders. These are classified as
loans and receivables,

¢. Statement of cash flows

Operating, investing and financing activities

Operating activities are the principal reveaue-producing activities of the Company and other activities that are not investing or financing activities.
Investing activities are the acquisition and disposal of long-term assets and other investments that are not included in cash and cash equivalents,
Financing activities are activities that result in changes in the size and composition of the contributed equity and borrowings of the Company,

d. Critical accounting assumptions and estimates

Applying the Company’s accounting policies requires the use of judgment, assumptions and estimates which impact the financial information.
Significant assumptions and estimates used are included in the policies below.

Uncertainty over valuation of life insurance policy liabilities and claims reserve

Policy liabilities and claims reserve arising from life insurance contracts are computed at each reporting date using statistical and mathematical
methads. The valuations are prepared by suitably qualified personnel an the basis of recognised actuarial methads and with due regard to the
actuarial principles. The methodology takes into account the risks and uncertainties of the particular classes of business written,

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

+ the rate at which projected future cash flows are discounted;

+ the cost of providing benefits and administrating the contracts;

« mortality, morbidity and trauma experience; and

« discontinuance experience, which affects the Company’s ability to recover the cost of acguiring new husiness over the life of the contracts.

In addition, factors such as requlation, competition, interest rates, taxes, rebates values, securities’ market conditions and general economic
conditions affect the level of these liahilities.

The uncartaintics 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 2 for mare 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 amoumts can be reliably measured.

Assets arising fromn reinsurance contracts are recagnised in the balance sheet as reinsurance recoveries receivable,
Fair value of financial instruments

Financial instruments classified as held for trading or designated at fair value through the prafit or loss section of the statement of comprehensive
incame are recognised in the financial statements at fair value. All derivatives are measured and recognised at fair value.

Fair value is 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, vield curves and volatility of the underlying
instrument. 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). The process of calculating falr value on illiquid instruments or from
a valuation model may require estimation of certain pricing parameters, assumptions or maodel characteristics. These estimates are calibrated
against industry standards, economic models and observed transaction prices.

The fair value of financial instruments is provided in Note 15, as well as the mechanism by which fair value has been derived.
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Westpac Life-NZ- Limited

Notes to the financial statements

Note 1, Financial statement preparation (continued)

e. Future developments in accounting standards

The following new standards and interpretations which may have a material impact on the Company have been issued, but are not vet effective and
have not been early adopted by the Company;
NZ IFRS 9 Financial instruments (NZ IFRS 9% will replace NZ IAS 39 Financial Instruments: recognition and Measurement {NZ 1AS 39'}. it includes a
forward looking ‘expected credit loss' impairment model, revised classification and measurement model and madifies the approach to hedge
accounting. The standard Is effective from 1 Qctober 2018.
NZ IFRS 9 requires financial assets to be classified on the basis of the business model for managing financial assets and the contractual cash flow
characteristics of the financial asset, and subsequently measures the financial assets as either at amortised cost or fair value.
NZ IFRS 9 is not expected to have a significant impact on the classification of the Company's financial assets as:
»  The derivative financial instruments which are classified as held for trading under N7 IAS 39 will continue ta be classified as such under
NZ IFRS 9.
+  Financial assets designated at fair value through profit or loss are designated as such to reduce an accounting mismatch which wil
atherwise occur from the measurement of the refated policy liability. Accordingly, these financial assets will continue to be measured at
fair value through profit or loss under NZ IFRS 9.
«  Other financial assets which meet the solely payments of principle and interest {SPPI} criterion and are held for collection, such as cash
balances and receivables, will continue to be measured at amortised cost.
The requirements for classifying and measuring financial liabilities remain targely unchanged from N7 |AS 39.
The new expected credit loss model introduced in NZ IFRS 9 ¢(ECL impairment model) is not expected to have a material impact on the Company as
the financial assets subject to impairment testing are those measured at amortised cost which are short term and/er of a high credit quality.
As the Campany does not apply hedge accounting, the NZ [FRS 9 hedge accounting related changes do not have an impact on the financiaf
statements,
The Company will apply NZ IFRS 9 for the first time in the 30 September 2019 financial year.

NZ IFRS 15 Revenue from Contracts with Customers (‘NZ 1FRS 15"} will replace NZ JAS 18 Revenue and related interpretations, and applies ta all
contracts with customers except leases, financlal instruments and insurance contracts, The standard is effective from I October 2018.

The standard pravides a systematic approach ta revenue recognition by introducing a five-step model governing revenue measurement and
recognitien. The care principle of this standard is that an entity shall recognise revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services.

The Company has assessed the impact of NZ IFRS 15 and has concluded that no changes to the current accounting treatment of fee and
commission income is required.

The Company will apply NZ IFRS 15 far the first time in the 30 September 2019 financial year,

NZ IFRS 17 insurance Contracts was issued on 10 August 2017 and will be effective for the 30 September 2022 year end unless early adepted. This
will replace NZ IFRS 4 Insurance Contracts. The main changes under the standard are:

= portfolios of contracts {with similar risks which are managed together) will be required to be disaggregated to a mare granular tevel by both the
age of a cantract and the likelihaod of the contract being anerous in order to determine the recognition of profit over the contract period (i.e.
the contractual service margin). The cantractual service margin uses a different basis to recognise profit to the current Margin on Services
approach for life insurance and therefore the pattern of profit recagnition is likely to differ;

= risk adjustments, which reflect uncertainties in the amount and timing of future cash flows, are required for life insurance contracts:

*» the contract boundary, which is the period over which profit is recognised, diifers and is determined based on the ahility to compel the
policyholder to pay premiums ar the substantive obligation to provide coverage/services, For life insurance, in particular term renewable
cantracts, the contract boundary is expected to be shorter. Life insurance cantracts will be impacted by different patterns of profit recognition
compared to the current standards;

» the premium allocation approach, which is a simplified approach, is available for some short term products, such as, where the contract
boundary is one year or less;

* a narrower definition of what acquisition costs may be deferred;

= an election to recognise changes in assumptions regarding discount rate in other comprehensive income rather than in statement of
comprehensive income;

= an election to recognise changes in the fair value of assets supporting policy liabilities in other comprehensive income rather than through
statement of comprehensive income;

= reinsurance contracts and the associated liability is to be determined separately to the gross contract liability and may bave different contract
boundaries;

= additional disclosure requiremeants; and

= full retrospective disclosure of restated comparatives is required, however if this is impractical, a modified retrospective approach or a fair value
approach are permitted.

The standard is expected to result in a reduction in the level of deferred acquisition costs, however the quantum of this and the profit and lass

impacts ta the Company are not yet practicable to determine.
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Westpac Life-NZ- Limited

Notes to the financial statements

Note 2. Actuarial assumptions and methods

a. Actuarial policies and methods

The effactive date of the actuarial valuation of policy liabilities {refer to Note 10) and solvency reserving requirement (refer to Note 19) is 30
September 2018. The actuarial valuation for the Company was prepared by lan New, who is the Appointed Actuary of the Company and a Felfow of
the New Zealand Society of Actuaries.

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

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 Campany 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 palicy liabilities for the major products are disclosed belaw.
(i)  Discount rates
The discount rates used to deterimine policy liabilities were as follows:

L 2018 2007
Loan Cover 1.720% 1.743%
Bill Protection Insurance, Mortgage Insurance and Flexicover Insurance 1.898% 2.120%
Other Major Products 2.650% 2.8975%
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_:

Preduct ‘ Profit Carrier
Term Cover Premium
Gold Term Cover Premium
Simplicity Life Premium
Disability Income Insurance Premium
Gold Disability rcome Insurance Premium
Flexicover Insurance Premium
Mortgage Repayment insurance Claims
Loan Cover Claims

Bill Protection Insurance Premium
Lifetime Guarantee and Kiwilife Senior . Claims
Kiwifife, Kiwicover and Kiwiguard Premium
Accident Cover Premium
Ex-Trust Bank Martgage Insurance Premium

Classification: PROTECTED




Westpac Life-NZ- Limited

Notes to the financial statements

Note 2. Actuarial assumptions and methods (continued)
(ifi} Maintenance expenses
The non-commission maintenance expenses allowances assumed were as follows:

2018 2017
Mazintenance Maintenance
Expense Expense

Product
Term Cover (§ per annum per policy} $33.00 $33.00
Gald Term Cover {($ per annum per policy) $33.00 $33.00
Simplicity Life ($ per annhum per policy) $33.00 $33.00
Disability Income Insurance {$ per annum per policy) $33.00 $33.00
Gold Disability Income msurance ($ per annum per policy) $33.00 $33.00
Flexicover Insurance (% of premiums) 5.5% 5.5%
Mortgage Repayment Insurance (% of original single premium spread over the term} 10,0% 10.0%
Loan Cover (% of original single premium spread over the term) 10.0% 10.0%
Bill Protection surance ($ per annum per policy) $46.00 $46.00
Lifetime Guarantee and Kiwilife Senior (3 per annum per palicy) $46.00 $46.00
Kiwilife, Kiwicover and Kiwiguard ($ per annum per policy) $33.00 $33.00
Accident Cover ($ per annum per policy) $33.00 $33.00
Ex-Trust Bank Mortgage Insurance (% of premiums) 5.5% 5.5%

(iv} inflation and automatic indexation of benefits

Maintenance expenses are assumed 1o increase at 2.0% per arnnum (30 September 2017: 2.0% per annum). Term cover policies and disability
income insurances with automatic inflation linked indexation of benefits are assumed to have benefit increases of 2.0% per annum (30 September
2017: 2.0% per anaum).

(v} Taxation

For the purposes of the actuarial calculations, a taxation rate of 28% (30 September 2017: 28%) has been assumed throughout. A GST taxation rate
of 15% (30 Septembar 2017: 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.

(vili) Participating business

The Company has no participating business,

(ix) Mortality, morbidity and trauma

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

Product 2018 2017

Term Cover and Gold Term Cover 94% of NZ Insured Lives 2008-2010 with 94% of NZ Insured Lives 2008-2010 with
adjustments for smoker status and selection  adjustments for smoker status and selection

Disabifity Income Insurance and Gold Adjusted AD] 2007-2011 Adjusted ADI 2007-2011

Disability Income Insurance

Simplicity Life, Kiwilife, Life components of Adjusted NZ Insured Lives 2008-2010¢ Adjusted NZ Insured Lives 2008-2010

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

Lifetime Guarantee and Kiwilife Senior Adjusted NZ Population 2010/12 Adjusted NZ Population 2010/12
Disability components of Mortgage Adjusted ADI 2007-2011 Adjusted ADI 2007-2011
Repayment Insurance, Flexicover Insurance,

Ex-Trust Bank Mortgage insurance, Bifl
Protection Insurance and Loan Cover

Kiwicover, Kiwiguard and Accident Cover Adjusted NZ population accident Adjusted NZ population accident
experience 2009/11 experience 2009/11
Term Cover and Geld Term Caver 95% Company experience trauma table 95% Company experience trautna table
9 7Y
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Westpac Life-NZ- Limited

Notes to the financial statements

Note 2. Actuarial assumptions and methods (continued)
(x) Rates of discontinnance
Projected rates of discantinuance of policies were as foflows:

Product 2018 2017
Term Cover (% per annum) 70% to 17.5% 7.0% to 19.0%
Gold Term Caver (% per annum) 7.0% to 15.0% 7.0% to 15.0%
Simplicity Life (% per annum) 10.0% 10.0%
Disability Incame Insurance (% per annum) 7.0% 7.0%
Gald Disability income Insurance (% per annum) 7.0%t0 15.0% 7.0% to 15.0%
Flexicover Insurance (% per annumy) 12.0% 12.0% to 18.0%
Mortgage Repayment Insurance {% per annum) 15.0% 15.0%
Loan Cover (% per annum} 30.0% to 60.0% 30.0% to 60,0%
Bill Protection Insurance (% per annum) 15.0% 15.0%
Lifetime Guarantee (% per annum) 1.0% 1.5%
Kiwilife Senlor (% per annum} 3.0% 3.0%
Kiwilife (% per annum) 10.0% 10.0%
Kiwicover, Kiwiguard (% per annum) 6.0% 6.0%
Accident Cover (% per annum) 6.0% 6.0%
Ex-Frust Bank Mortgage Insurance (% per annium} 15.0% 15.0%

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

(xi} Effect of changes in actuarial assumptions

Aside from the changes in discount rates due to changing econaimic conditions, the changes in actuarial assumptions from 2017 to 2018 set out
above had no impact upon the Company's policy liabilities as none of the Company's related product groups is in loss recegnition {from 2016 to
2017: nil). Aside from the changes in discount rates which increased profit by $3,587,000 (30 September 2017: decreased $7,378,000), the
changes in actuarial assumptions had the effect of decreasing the present value of future planned profit margins by $292,000 (30 September
2017: increasing by $11,133,000}. The primary contributors to this impact were:

« $3,259,000 arising from changes to premium rates (30 September 2017: $8,959,000 );

« ($2,773,000} arising from changes to projected investment management fees (30 September 2017: nil);

« ($951,000) arising from changes to projected rates of incidence of mortality claims (30 September 2017: {310,000} };
s $173,000 arising from the changes to projected rates of discontinuance (30 September 2017: (573,000) ),

« nif arising frem changes to Term Cover trauma expity age (30 September 2017: $20,028,000).

+ nil arising from changes to projected rates of incidence of trauma claims (30 September 2017: {$14,647,000));

+ nil arlsing from changes to reinsurance premium rates (30 Septembear 2017 ($2,560,000);

+ nil arising from the changes to projected non-commission expenses (30 Septembar 2017: ($564,000)); and

Other modelling changes had the effect of increasing the present value of future planned profit margins by $342,000 (30 September 2017
increasing by $4,000}.

(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 discontinuances, The valuations included in the reported resuits 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 represents a risk.

The table below illustrates how changes in key variables would impact the reparted profit of the Company.

2018 2017
Impact on Impact on
Change Future Planned Change Future Planned
in Variable Profit in Variabe Profit
Changes in discount rates +0.1% -1.0% +0.1% -1.0%
-0.1% 1.0% -0.1% 1.0%
Change in martality and morbidity +10% -8.8% +10% -8.8%
-10% 8.9% -10% +8.9%
Change of non-commission policy maintenance expense +10% -0.6% +10% -0.6%
-10% 0.6% -10% +0.6%
Change in discontinuance rate +10% -10.9% +H0% ~10.9%
-10% 12,.7% -10% +12.8%
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Westpac Life-NZ- Limited

Notes to the financial statements

Note 2. Actuarial assumptions and methods (continued)

The finandial impact of the abave changes would emerge through reported profits over future years, except for the impact of changes to discount
rates which weuld result in an immediate one-off impact upon reported profit. The Company currently has a derivative arrangement in place to
offset a portion of the financial impact of changes to discount rates. None of the Company's groups of related products are in loss recognition and
none would move into loss recognition upon reasanably expected changes in the variables set out in the above table, where the changes are
applied individualky. .

Note 3. Risk management policies and procedures

a. The Company’s Risk Management Programme

The Company's financial condition and operating activities are affected by a number of key financial risks (insurance risk, credit risk, market risk
and fiquidity rislk) as welt as non-financlal risks {compliance risk, operational risk, conduct risk, reputation risk and environmental, social and
governance risk).

The Board determines the Company's averall risk appstite and approves the Risk Management Programme, management strategies, policies and
practices 1o ensure that risks are identified and managed within the context of this appetite,

Inherent in the Company's risk management approach are the requirements to;

* meet requlatory and compliance obligations:

¢ protect the Company's capital and desired financial strength rating;

« enhance risk-return within the Company's rislc appetite;

» achieve transparency of the Company's risk profile; and

» embed adequate controls to guard against excessive risk or undue risk concentration,

Senior management is responsible for implementing and assessing the effactiveness of risk management strategies and internal controls of the
Company in accordance with the overarching Risk Management Programme, 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. Fhe risks underwritten by the Company are actively managed to ensure they do nat adversely affect the Company's ability to pay
benefits and claims when due. Compliance and operational risks are contralied and monitored to maintain the efficiency of the Company as well as
to manage the risk of non-compliance.

The Company's Risk Oversight Cormnmittee (WLL ROC) meets quarterly and is responsible for overseeing the effectiveness and implementation of
the Risk Management Programme, The WLL ROC aversees and manages all risks inherent in the operations of the Company. Material matters are
escalated to the Company’s Board, the Westpac Banking Corparation (WBC®) NZ Executive Risk Committee and if required the WBC Board Risk and
Campliance Committee, the WBC Board Audit Committee and the CEQ of WBC will be natified.

As presaibed by Section 73 of IPSA, the Company maintains the Risk Management Pragramme and this is reviewed regufarly. The Risk
Management Pragramme cansists of the Board Risk Appetite Statement and Risik Management Framework.
b. Risk Management Framework

The Company has adopted the "Three Lines of Defence' approach to risk management which reflects its culture of ‘risk is everyone’s business' and
that all employees are responsible for identifying and managing risk and operating within the Company’s desired risk profile. Fach 'Line of
Defence’ is responsible for establishing its own risk controls and processes for determining whether those controls cantinue to be adequate and
effective. Each subsequent 'Line of Defence’ also oversees and advises on the adequacy of the processes and controls at the preceding level and
considers them in forming its views an the adequacy and effectiveness of risk management,

The Company accepts and manages risks that arise from business activities, provided such risks are within the Company's defined risk appetite
and where applicable, the Company receives an appropriate risk-adjusted return for taking those risks.

c. 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 Frameworlc identifies the following broad categories of risk:

s Insurance risk

e Credit risk

+  Market risk

+  Liguidity risk

* Non-financial risk including capital and regulatory compliance risk

Additional details surrounding the risk management activities relating to the management of these risks follows.
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Westpac Life-NZ- Limited

Notes to financial statements

Note 3, Risk management policies and procedures {continued)

(i) Insurance risk

Insurance risk is the risk of mis-estimation of the expected cost of insured events, volatility in the number or severity of insured events, and mis-

estimation of the cost of incurred claims. Insurance risk manifests as the inherent uncertainty as to the occurrence, amount and timing of

insurance labilities. The Company is exposed to this risk through its underwriting philosophy, product design, retention limits, reinsurance
arrangements, mortality / marbidity fluctuations and trends, natural disasters and the possibility of pandemics,

To manage insurance risk, the Company has various risk mitigation systems in place:

« Claims fluctuation risk - the Company maintains actuarial models to value the in-force book of individual policies as is used as a key input in
the pricing of policies. The Company's claims performance Is closely monitored and reported on. Claims fluctuations are managed through
reinsurance arrangements;

+ Underwriting risk - insurance policies underwritten by the Company are subject to appraval by a specialist underwriter who reviews each
application against defined standards. The Company ensures that underwriting standards remain up to date and in line with industry and
reinsurer standards;

« Reinsurance risk - the Company obtains reinsurance cover for all life insurance policies with a sum insured above the risk retention levels
approved by the Board. The Company also has catastrophe reinsurance cover in place;

« Termination risk - the Campany actively monitors and manages termination rates; and

« Concentration risk - the Company maintains a retention limit per life and reinsures the excess.

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 maortality, morbidity
and persistency experience of the life insurance products. Concentratians of risk based on individual lives are managed through the use of surplus
reinsurance arrangements whereby the Company's maximum exposure ta any Individual fife fs capped. The Company also holds catastrophe
reinsurance treaties to limit large losses arising from cancentrations of risk due to geographical exposure ar single events, The Company actively
manages its exposure under its retention agreements with Its reinsurers. 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 guantify exposure to
changes in risks affecting the key underlying variables and further detail is provided in Note 2.

(i) Other financial visks

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

« Credit risk - the risk of financial loss where a customer or counterparty fails to meet their financial obligations;

« Market risk - the risk of an adverse impact on earnings resulting from changes in market factors, These risks are manitored daily against a
comprehensive fimit framework based on longer term risk/return objectives. The principal risk compohents of this monitoring process are:
. Interest rate risk - the potential loss arising from changes in the value of finandial instruments and policy liabilities, due to changes in
market interest rates;
) Equity price risk - the potential loss arising from decline in value of equity instruments due to changes in their quoted market value ot
implied volatilities; and -
«  Liquidity risk - the risk that the Company will not be able to fund assets and meet obligations as they come due.
The Company’s pelicies for managing the above financial risks are set out below.
Credit risk
Financial assets which potentially subject the Company to concentrations of credit risk consist of cash and cash equivalents, financial assets at fair
value through profit or foss and reinsurance recoveries receivable. Related risks include resilience risk and asset concentration risk.
The following policies and procedures are in place to titigate the Company's exposure to credit risk:

« exposuUres 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 controlied;

« financlal strength ratings of reinsurers are monitared and the Company seeks to maintain reinsurance providers above agreed minimum

financial strength ratings;
_ 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 Risk Management Framework also sets out acceptable credit quality ratings for investments that may be held; and

« credit risk in respect of customer balances is actively monitored and lasses incurred on non-payment of premiums or contributions will only
persist during the grace periad specified in the policy document until expiry, when the policy is terminated.

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

risk, the amounts recaverable from reinsirers expose the Company to credit risk. Exposure to and the credit quality of reinsurance counterparties

are actively monitored.

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 S&P Global Ratings’ counterparty credit ratings. AAA is the highest

possible rating.
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Westpac Life-NZ- Limited

Notes to financial statements

Note 3. Risk management policies and procedures {continued)
30 September 2018

Past Due
Neit her past due nor impaired But not
AAA AA A NotRated Subtotal Impaired Total
$'000 $'000 $'000 $'000 $000 $'000 $'000
Financial assets
Cash and cash equivalents - 5,920 - - 5,920 - 5,920
Financial assets at fair value through profit or foss' 2,841 7,013 - - 9,854 - 9,854
Other assats " 1,721 - 156 1,877 - 1,877
Insurance assets
Reinsurance recoveries receivable - 10,516 - . 10,516 - 10,516
Total maximum exposure to credit risk : 2,841 25,170 - 156 28,167 - 28,167

! Debt securties held in unit trusts are not included In the above disclosure as the unit trusts do not have credit ratings. The unit trusts are indirectly expased te cradit risk, however
given the conservative investment mandates, comprising solely fixed interest securities, the credit risk is assessed as low.

310 September 2017

Past Due
Neither past due nor impaired But not
TAAA AA A "NolRated  Subtotal  knpaired Total
$'a00 $'000 $'000 $'000 $'000 $'¢00 3'000
Financial assets
Cash and cash equivalents - 4,584 - - 4,584 - 4,584
Financial assets at fair value through profit or loss’ 4,298 5997 - - 10,295 - 10,295
Other assets - 1,683 - 161 1,844 - 1,844
Insurance assets
Reinstrance recoveries receivahle - 14,499 - - 14,499 - 14,499
Total maximum exposure to credit risk 4,298 26,763 - 161 31,222 - 31,222

' Debt securities held in unit trusts are not included in the above disclosure as the unit teusts do not have credit ratings, The unit trusts are indirectly exposed to credit risk, however
glven the copservative investment mandates, comprising solely fixed interest securities, the cradit risk Is assessed as low.

Market risk

The main market risk that the Company faces is interest rate risl. This reflects the underlying nature of its Ihvestments and [iabilities. The
Campany's investment strategies for the Westpac Life-NZ-Limited Shareholder fund (‘Shareholder Fund) and Westpac Life-NZ-Limited Statutory
Fund No. 1 {Statutory Fund No.1") are approved by the Board. The investment strategies are reviewed annually.

Te manage market risk arising from policy liabilities, the Company uses derivatives to manage interest rate risk. This is achieved by implementing
an interest rate swap arrangement, :

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

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

¢ astructured system of limits and reporting of expasures against these exist for all trading activities; and

+ maodels are used to determine the risk and impact on statemnent of comprehensive income.

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

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

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

s immediately adjust the asset exposure within the established strategy;

s 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

interest rate risk is the potential loss arising from changes in the value of financial instruments due to changes in market interest rates.

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.

The Company is also exposed to interest rate risk on obligations arising from its life insurance contracts which is mitigated by the interest rate
swap contracts entered into by the Company which creates an economic hedge. The interest rate swap is designed to substantially hedge the
impact of interest rate movements an the policy labilities valuation. For the year ended 30 September 2018 and 2017, there is ho material
unimatched interest rate risk In the Company and any changes in market interest rates will not materially affect the statement of comprehensive
income and equity of the Company. A sensitivity analysis of the policy liabilities is disclosed in Note 2. The interest rate risk created by fixed
interest assets and reinsurance recoveries is not deemed material.
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Westpac Life-NZ- Limited

Notes to financial statements

Note 3. Risk management policies and procedures {continued)

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
expase the Company to various risks such as interest rate risk, foreign currency risk and credit risle

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

2018 2017
- $'000 $'000
0.5% decrease in unit trust prices (2017: 0.5%) 687) (707}
0.5% increase In unit t7ust prices (2017: 0.5%) 687 707

Liquidity risl
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, shart term securities and unit trust investments. Minimum cash balances required to he held are established to
ensure that sufficient funds are available to meet all potential policy holder and shareholder obligations.

The following liquidity analysis of financial assets and liabilities presents the cantractual undiscounted cash flows receivable and payable, and is
based on the remaining period as at balance date ta the contractual maturity, The balances in the tables below may not agree to the balance sheet
as the tahles 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 liabllities are as follows:

30 September 2018

No Specific
Maturity' Upto 1 Year® {to 5 Years Over5 Years Tetal
$'000 $'000 $'000 $'000 £'000

Financial assets
Cash and cash equivalents - 5,920 - - 5,920
Financial assets at fair value through profit or loss 190,882 9,854 - - 200,736
Other assets - 1,877 - - 1,877
Insurance assels
Reinsurance recoveries receivahle - 8,050 1,241 1,225 10,516
Total 190,882 25,701 1,241 1,225 219,049
Financial liabilities
Payables due to related entities - 4,632 - - 4,632
Derivative financiat instruments ) - 2,082 - - 2,082
Other liahilities - 4,014 - - 4,014
Insurance liabilities
Claims reserve N . 36,767 1,471 1,484 39,722
Total - 47,495 1,471 1,484 50,450

' Amounts classified under ‘No Specific Maturity’ refer to investments in unit trusts, which can be withdrawn on demand.
> Amounts classified under ‘Up to T Year® refer to all commitments which are either contractually due within the timeframe or payable on demand.

30 September 2017

Na Specific
!\JlaturityI Upto Year' 1to 5 Years Over3 Years Total
$000 $000 $000 $000 $000
Financial assets
Cash and cash equivalents - 4,584 - - 4,584
Financial assets at fair value through profit or lass 196,369 10,295 - - 206,664
Other assets B 1,844 - - 1,844
fnsurance assets
Reinsurance recoveries receivable - 12,381 980 1,208 14,499
Tatal 196,369 29,034 980 1,208 227591
Financial liabilities
Payables due to related entities - 4,585 - “ 4,585
Derivative financial instruments - 1,605 - - 1,605
Other Habilities - 2,832 - - 2,832
insurance labhilities -
Claims reserve - 30,073 1,206 1416 32,695
Total - 39,095 1,206 1416 41,717

' Amounts classified under 'No Specific Maturity’ refer to investments in unit trusts, which can be withdrawn on demand.
* Amounts classified under ‘Up ta 1 Year' refer to all commitments which are either contractually due within the timeframe or payable on demand.
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Notes to financial statements

Note 3. Risk management policies and procedures (continued)
(iii} Capital and regulatory compliance risk

The risk of legal or regulatory sanction, financial or reputational loss arising from the Company's failure to abide by the compliance obligations
required of the Company. Effective compliance risk management is about identifying compliance obligations, and implementing and testing
controls to ensure these obligations are met, The Company's compliance obligations include all abligations that have an impact on the Company
Including, but not limited to, abligations arising under IPSA, its related requlations, fficence conditions and standards issued by the RBENZ.

The Board and senior management commit to compliance management through the establishiment and maintenance of a dedicated compliance
function in support of the Risk Management Framework. Staff are required to be proactive in becoming aware of their compliance obligations and
implement the obligations in their day to day business activities, including actively monitaring and reporting compliance failures.

The Company maintains a Compliance Plan which set aut the measures that it needs to apply to ensure compliance with the relevant compliance
obligations.

The Company holds sufficient capital to mitigate the impact of losses which exceed the Company's ongoing surpluses, The Company strictly
adheres to minimum regufatory capital requirements, In addition, the Board has defined a target level of capital to be held to ensure cngaoing
adherence with regulatory minimums.

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

Note 4. Premium revenue and other income

2018 2087
Note $'000 $000
Insurance premium revenue 157,731 158,708
Deposits with related entities - interest income 14 18 11
Financial assets at falr vakie through profit or loss:
Fixed interest bearing securities - interest income 298 EET: .
Realised gains on unit trusts 5,528 2,506
Unrealised gains on unit trusts 1,079 2616
Total income from financial assets at fair value through profit or loss 14 6,905 5480
Totalinvestment income 6,923 5491
Fees income and other income:
Non-risk fees 20,995 20,151
Other 1,646 1.892
Fair value gains/{losses) on derivative financiat instruments 14 {7,168) 7,997
Total fee income and other income 15,473 30,040
Reinsurance recoveries revenue 10,958 14,668
Total premium revenue and other income 191,085 208,907
15

R =nE)

Classification: PROTECTED @%j@




Westpac Life-NZ- Limited

Notes to the financial statements

Note 5. Claims, rebates and other operating expenses

E
]
i
i

2018 2017

Note $'000 $'000
Insurance claims - ' TTTTe5,965) 69.433)
Rebate expenses {1,766) {1,073}
Total insurance ¢laims and rebate expense 67,731 {70,506)
2018 2017
Note $'000 $'000
Salaries and other staff expenses’
Salaries and wages 4,380 4,625
Defined contribution plan 355 358
Other staff expenses - 70 77
Total salaries and other staff expenses 4 4,805 5.060
Other expenses
Audit fees
Audit and review of the financial statements 92 a1
Other assurance services - salvency return 11 10
GST 5,481 5,120
Management fees 2,438 2,284
Policy expenses 34,221 38,984
Purchased services 298 517
Stationery 230 307
Other expenses B 967 1,139
Total other expenses 43,738 48,452
Total other operating expanses 48,543 53,512
Components of other operating expenses;
Investment management expenses 666 625
Policy acquisition expensesl:
Commissions’ 8,732 14,947
Other ' 3,295 3,595
Palicy maintenance expensesz:
Commissions 29,851 28,167
Other 5,959 6,178
Total other operating expenses 48,543 53,512

' All employess are amployed by Westpac New Zealand Limited (‘WNZL’), rather than by the Company. WNZL pays these expenses to the employees

and are then reimbursed by the Company.
? Expenses are categorised into acquisition or maintenance on the basis of time and cost analysis of activities carried out by the Company,

3 Commissions are gross of GST for the purpose of this disclosure,
Note 6. Income tax expense
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Westpac Life-NZ- Limited

Notes to the financial statements

2018 2017
. $000 $'000
Inhcome tax expense
Current tax
- Current year 17,584 19,372
- Prior year adjustments (283) (46}
Deferred tax {refer to note 11)
- Current year 1,855 (825)
- Prior year adjusunents 295 18
Total income tax expense 19,451 18,519
Reconciliation of inceme tax expense to profit befors income Lax expense
Profit befare income tax expense ) 70,906 66,835
Tax calculated at tax rate of 28% (30 September 2017: 28%) 19,854 18,714
Tax effect of amounts which are not deductible/(assessable)in calculating taxable income:
Income not subject to tax (420) (170
Expenses not deductible for tax purposes 5 3
Prior year adjustmenis 12 (28)
Total income tax expense 19,451 18,519
Note 7. Imputation credit account
2018 2017
$000 $'000
Imputation credits available for use in subsequent reparting periods 22,359 272,172
Note 8. Margin on services profit
2018 2017
_ $'000 3000
Net profit for the year arose from:
Planned margins of revenues over expenses 41,343 40377
Diffarence between actual and assumed experience {1,192} {4,040)
Profit on non-projected business 3,143 3,600
hvestment earnings on assets in excess of palicy liabilities 5,878 4,506
Net commission on fire and general agency 3,722 3,848
Adjustments for prior year over/{under) provision {13) 28
Loss recognition on groups of related products - -
Other sources (1,426) (3)
Net profit for the year 51,455 48316

Note 9, Financial assets at fair value through profit or loss

vestiments:in unit
hange

2018 2017
$'000 $'000
Debt securities
New Zealand Government and semi-government secutrities 2,012 2,900
Carporate bonds 7,842 7,395
Unit trusts 181,906 187,247
Equity securities
Unit trusts 8,976 9,122
Total financial assets at fair value through profit or loss 200,736 206,664
Amounts expected to be recovered within 12 manths 200,736 206,664
Amounts expected ta be recovered after 12 months - -
Total financial assets at fair value through profit or loss 200,736 206,664
17
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Note 10. Policy liabilities

Ihcome in.the reporting period in which the:assessment is ma

2018 2017
Naote $'000 $'000
Balance at the beginning of the year (97,297) {100,657)
Changes in policy Eabilities reflected in the statement af comprehensive income (11,824) 3,360
Ralance at the end of the year (109,121) (97,297)
Components of policy fiabilities:
Future policy benefits 1,035,529 996,005
Balance of future expenses 588,077 563,695
Planned margins of revenues over expenses 673,232 647,007
Balance of future revenues (2,370,617) (2,270,978)
Future charges for acquisition costs - - -
Policy liabilities at the end of the year (73,779) (64,271}
tass deferred tax liability element of policy liabilities 11 (35,342) (33,026)
Balance at the end of the year (109,121} (97,297)
Policy liahilities excluding deferred tax Hability:
Amounts expected to be settled within 12 months 1,060 2,856
Amounts expected to be settled after 12 months (110,181) (100,153)
Total policy liabilities (109,121} {97,297)

The foliowing analysis presents the maturity profile for the policy fiabilities on an undiscounted basis. As such, the balances in the table below do
not agree with the balance sheet.

2018 2017
Undiscounted policy liabilities excluding deferred tax liability $000 $'000
tUpto 1 Year 1,196 3,266
1to 5 Years (18,621) (17,160}
Over 5 Years {139,699) {134,930
Total undiscounted policy liabilities {157,124) (148,824)

Note 11. Deferred tax liabilities
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Notes to the financial statements

Note T1. Deferred tax liabilities (continued)

2018 2017
MNote $°000 5000
Deferred tax (assets)/liabilities attributable to the following:
PIE income 765 826
Policy liabilities 10 35,342 33,026
Other (397) (292)
Balance at the end of the year 35,710 33,560
Amounts expected to be settied within 12 months 1,272 1,156
Amounts expected to be settled after 12 months 34,438 32,364
Balance at the end of the year 35,710 33,560
Movements
Balance at the beginning of the year 33,560 34367
(Credited)/Charged to the statement of comprehensive incame 2,150 (807)
Balance at the end of the year 35,710 33,560

Deferred tax on policy liabifities

Life insurance policy Habilities 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 incame over the period services are

provided to policy halders,

Note 12, Other liabilities

Note $'000 $'000
Accrued expenses 1,674 1,609
Other 2,340 1,223
Bonus provision and other staff benefits' 4 315 313
Total other Habilities 4,329 3,145
Amounts expected to be settled within 12 months 4,329 3,145
Ammounts expected to be settled after 12 months - -
Tatal other liabilities 4,329 3,145

'Bonus provision and other staff benefits are liabilities payable by the Company to WNZL.

Note 13, Shareholder’s equity

‘Accounting polic

‘Ordinary s}'ja:_r:é:s:fé}e._rec_ognlsed_'at:thg'-_a_mount.paid.-up. perardinaryishare net:of directly attributable issie cos!

Ordinary share capital

2018

Number of issuad
and authorised
shares fully paid

2017

Number of Issued

and authorised
shares fully paid

Balance at the beginning of the year
Balance at the end of the year

79,520,000

79,520,000

76,520,000

79,520,000

Ordinary shares

The shares have no par value. Ordinary shares entitle the holder ta participate in dividends and, in the event of the company winding up, to a share
of the proceeds in proportion to the number of and amounts paid on the shares held. Each ardinary share entitles the holder to ane vote, either in

person or by proxy, at a sharehalder meeting.
Dividends

As disclosed in Note 19, the Company is subject to certain regulatory capital requirements. The dividend policy ensures compliance with these

requirements.

In the year ended 30 September 2018, the Company paid dividends in respect of the ordinary shares amounting to $58,006,000 (30 September

2017: $16,000,000) to the sole shareholder of the Company, Westpac Financial Services Group-NZ- Limited ("WFSGNZLY,

19
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financial statements are available, free of charge, at www.westpac.com.au.

Al entities cantrolled by WBC, either directly or indirectly, are considered to be related entities of the Company, WNZL and BT Funds Management
(NZ) Limited {'BTFMNZL") are indirect subsidiaries of the ultimate parent company.

Nature of transactions

Current account banking facilities and other financial products are provided by the WBC New Zealand Branch {{NZ Branch') to the Company.
Derivative transactions (interest rate swaps) are carried out between the Company and NZ Branch.

The Company received interest an cash deposits with the NZ Branch.

fnsurance premium revenue was received from WNZL,

The Company's investment income is earned from the Investments managed indepandently by BT Funds Management (NZ) Limited {('BTFMNZL").
The fair value of these investments is disclased in Note 9.

Investment management services in respect of the Statutory Fund No. 1 and Sharehalder Fund (refer to Note 17} are carried out by BTFMNZL and
the Company pays investment management fees to BTEMNZL in respect of these services, which include the mahagement of some of the
Company's cash and cash equivalents which are deposited with the N7 Branch. The outstanding balance at year end Is included in Sundry creditors
- BTFMNZL.

Life insurance products are sold on behalf of the Company by WNZL. The Company pays sales commissions to WNZL, The cutstanding balance at
year end is included in Accrued expenses - WNZL.

Salaries and other staff expenses are reimbursed by the Company to WNZL. Under existing employment agreements, these salaries and other staff
expenses relate to employees who are emplayed by WNZL. Transactions in relation to this refated party is arranged on a cost recovery basis. The
outstanding bakance at year end is included in Sundry creditors - WNZL.

Fees for suppart services are paid by the Company to WNZL for certain operating costs incurred by WNZL. These transactions are arranged on a
cost recovery basis. The outstanding balance at year end is included in Sundry creditors - WNZL,

Transactichs with related entities are arranged on commercial terms.

The Company paid dividends to its parent entity, refer to Note 13.

Transactions with related entities

2018 2017
Note $'000 $'000
Dividend paid
Dividend paid to WFSGNZL 13 58,000 16,000
Incoma
Interest income from NZ Branch 4 18 11
Insurance premitm revenue from WNZL 185 20
Investment Income from related parties of BTFMNZL ) 4 6,905 5,480
Total income 7,108 5,692
Expenses
Investme nt management fees to BTFMNZL