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Financial Statements | Directors’ Report

Directors” Report

The Directors present their report together with the financial statements of Swiss Re Life & Health Australia Limited {the Company
or SRLHA) for the year ended 31 December 2021.

The Directors of the Company in office at the date of this report are:
M Babbage. S Ooi, M Eves, J Minto, J Swinhoe, A King

There were no changes in Directors during 2021,

This financial report of the Company for the year ended 31 December 2021 was authorised for issue by the Board of Directors
on 28 March 2022. The Directors have the power to amend the financial statements of the Company.

Options
No Director or Officer of the Company is eligible for, or holds options over, unissued shares or interests in SRLHA.

Principal activity
The principal activity of the Company during the course of the financial year remained unchanged and was the transaction of life
and disahility reinsurance and direct life insurance.

Significant changes in the state of affairs

2021 remained a challenging year with continued losses in Disability Income (DI) and COVID-19 continuing to impact
operations. SRLHA has responded well to the extended lockdowns experienced in both Sydney and Melbourne throughout
2021 with no significant impacts to critical business processes or client delivery.

The remediation program relating to past conduct of a third party provider who administered life insurance products issued by
the company made significant progress throughout 2021 and is expected to be completed in the first half of 2022. The provision
for this remediation program was increased in 2021 to accommodate the increase in policyholder interest and the associated
operating costs. The provision continues to be based on various assumptions and may be subject to change.

Review of operations

SRLHA's operations are focused on continuing to deliver against the regulatory reform agenda and building a sustainable future
for Dl and applying these frameworks across the portfolio over time. SRLHA's capability in data analytics has continued to gain
momentum with our focus moving from primarily internal to now offering solutions for external clients under a fee for service
arrangement. Improved portfolio insights from new dashboards have allowed us to act quicker on problem areas and see future
trends earlier.

SRLHA continues to work closely with clients to transition the inforce Individual Disability Income Insurance {IDIl) book (where
losses are expected to continue) onto the new DI products in place across the industry. SRLHA remains closely engaged and is
monitoring the impact of these changes to continue the evolution of sustainable products. To further strengthen sustainability,
SRLHA has established a new DI cross functional team focused on delivering sustainable product design and effecting a robust
control cycle within the business. A broader IDIl project has been reconstituted to respond to the latest regulatory requirements
in this space. SRLHA is committed to providing industry leadership and taking the learnings from IDIl and applying to the broader
portfolio.

SRLHA has also reviewed all key business guidelines to strengthen the operational governance of the business.

Operating result
Gross insurance premium revenue increased by 4.4% (2020: 17.1% decrease) due to new business growth.

Net loss after tax was $19.6 million (2020: net profit $43.4 million) predominantly driven by increase in remediation costs (refer
note 15).
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Financial position
At the year—end date, the financial position of the Company can be summarised as follows:

in thousands of Australian dollars 2021 2020
Total assets 4,115,365 4,250,536
Total liabilities 2,713,102 2.828.620
Net assets 1,402,253 1,421,916

The Company had a capital adequacy multiple of 159% of its prescribed capital amount as at 31 December 2021 (2020: 137%).

QOutlook for the future

2022 is focused on delivering stable results through active portfolio steering and continued framework development. The
market remains challenging with the key areas being Group and Individual Disahility insurance and flow on impacts from
COVID=19. The full impact of COVID=19 remains unclear, particularly as it relates to mental health. however, Insurers are still
reporting strong save rates with customers demonstrating more risk awareness and the need for cover in pandemic times —
something we expect to continue throughout 2023, Inflation is also expected to impact our Disabled Life Reserve (DLR) which
will be continually monitored and reviewed.

The New Zealand portfolio continues to perform well and is expected to remain a key contributor to overall results for Australia.

The SRLHA Board continues to drive sustainability actions aimed at arresting these trends for the Company, with ongoing
oversight of new product developments and deep dives into the topic at regular intervals. APRA has further increased
supervisory activities with a sustainability plan for the industry that will require two significant review points that cover three key
themes, Strategy & Risk Governance, Product & Pricing and Data. Strong execution of a clear plan will result in an overall uplift in
practices and support long term sustainability.

Investment in a strong foundation of performance, people and operational effectiveness continues alongside SRLHA's enhanced
monitoring capability through the use of data analytics and additional focus on how data analytics can assist clients with
portfolio insights.

Dividend
During 2021, the Company did not pay dividends.

Events subsequent to year-end date

Other than as disclosed in note 26 of the financial statements, there has not arisen between year—end date and the date of this
report any item, transaction or event of a material and unusual nature likely to substantially affect the operations of the Company,
the results of those operations or the state of affairs in subsequent years.

Corporate governance

The Company is committed to meeting the highest standards of Corporate Governance in all its operations. Comgliance with this
principle means the upholding of appropriate legal, regulatory and ethical standards. This is achieved through a Group—wide
Code of Conduct that expresses the Swiss Re Group’s core principles and values and provides guidance on their application in all

business conduct stipulating the behavioural requirements expected of everyone in the Swiss Re Group. including Directors and
employeeas.

Indemnification and insurance of Officers
Pursuant to the Constitution, the Company indemnifies any Director or Officer of the Company against any liability to third parties

incurred in or arising out of the business of the Company unless the liability was incurred through dishonesty. lack of good faith
or breach of duty.

The ultimate parent entity, Swiss Re Ltd, has also given an undertaking to indemnify any Director or Officer against all expenses,
judgements, fines and amounts actually and reasonably incurred in settlement of any action, suit or proceedings brought against
them.

Rounding off of amounts

The Company is of the kind referred to in Australian Securities and Investments Commission (ASIC) Corporations (Rounding in
Financial/Directors’ Reports) Instrument 2016/191 issued by the ASIC, relating to the rounding off of amounts in the financial
statements. Amounts in the financial staterments have been rounded off in accordance with that instrument to the nearest
thousand dollars, or in certain cases, the nearest dollar.
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Environmental regulations
The Company has assessed whether there are any particular or significant environmental regulations which apply to it and has
determined that there are none.

Auditor’s independence declaration
A copy of the auditor’s independence declaration as required under section 307C of the Corporations Act 2001 is set out on
page b.

Auditors

KPMG commenced in office in accordance with section 327 of the Corporations Act 2001.
This report is made in accordance with a resolution of the Board of Directors and is signed for and on behalf of the Directors by:

into S Ooi
irman Managing Director

Sydney, 28 March 2022
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KPMG

630 Auditor's Indepenaence Declaration under
Section 307G of the Carporations Act 2001

To the Directors of Swiss Re Life & Health Australia Limited

| declare that, to the best of my knowledge and belief, in relation to the audit of Swiss Re Life & Health
Australia Limited for the financial year ended 31 December 2021 there have been:

i no contraventions of the auditor independence requirements as set out in the
Corporations Act 2001 in relation to the audit; and

ii. no contraventions of any applicable code of professional conduct in relation to the audit.

Ly d’\ULL&L.C,( UAA_

KPMG Julia Gunn
Partner

Sydney
28 March 2022

5

KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated
with KPMG International Limited, a private English company limited by guarantee. All rights reserved. The KPMG name and logo
are trademarks used under license by the independent member firms of the KPMG global organisation. Liability limited by a
scheme approved under Professional Standards Legislation.
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Auditor’s Independence Declaration

to be provided by KPMG
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Statement of Comprehensive Income

For the year ended 31 December

in thousands of Australian dollars MNotes 2021 2020
Revenue

Premium revenue from life insurance contracts 1.914.464 1,834,494
Premium revenue ceded to retrocessionaires (1.043,784) (1,028.362)
Net premium revenue 870,680 806,132
Investment (expense)/revenue 5 (8,823) 36,353
Other revenue 6 309.152 324,743
Net revenue 1,171,007 1,167,228
Expenses

Claims expense 1,221,263 1,405,388
Claims recovered from retrocessionaires {672.391) (640.667)
Net claims expense 648,872 764,721
Decrease in net life insurance contract liabilities 16(a) & 17 {101,735) (208,779)
QOther expenses 7 629,772 634.816
Net expense 1,176,909 1.190,758
Net loss before tax (5.902) (23,530)
Income tax {expense)/benefit 9 (13,708) 66,955
Net (loss)/profit after tax L (19,607) 43,425
Other comprehensive income

Items that may be reclassified to profit or loss:

Exchange differences on translation of foreign operations 19 (56) (3,451)
Total comprehensive (loss)/income for the year (19,663) 39,974

The abave Statement of Comprehensive Income should be read in conjunction with the accompanying notes.
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Statement of Financial Position

As at 31 December

in thousands of Australian dollars Mates 2021 2020
Assets

Cash and cash equivalents 23 132,369 100,151
Trade and other receivables 1 715,848 744,234
Financial assets at fair value through profit or loss 10 1,795,623 1,871,507
Retrocessionaires’ share of life insurance contract liabilities 16 1.218.046 1.275,298
Capitalised software 12 1,747 1,618
Deferred tax assets 9 251,822 257,728
Total assets 4,115,355 4,250,536
Liabilities

Trade and other payables 13 359,591 297,453
Current tax liability 9 4,736 1,606
Provisions 15 71,038 92,627
Life insurance contract liabilities assumed 16 2.182.859 2,329,642
Life investment contract liabilities assumed 17 84,301 96,680
Deferred tax liabilities 9 10,577 10,712
Total liabilities 2,713,102 2,828,620
Net assets 1,402,253 1,421,916
Equity

Contributed equity 19 1,136,000 1.136.000
Foreign currency translation reserve 11,768 11.824
Retained earnings 264,485 274,092
Total equity 1,402,253 1,421,916

The above Statement of Financial Position should be read in conjunction with the accompanying notes.

Swiss Re Life &Health Australia Limited Annual Report 2021
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Statement of Changes in Equity

For the year ended 31 December

Foreign Currency

in thousands of Australian dollars MNotes Contributed Equity Iranslation Reserve Retained Earnings Total Equity
Balance at 1 January 2021 19 1,136,000 11,824 274,092 1.421,916
Met loss after tax 4 - - (19.607) (19.607)
Capital contribution 19 - - - -
Other comprehensive income 19 - {B6) - (56)
Balance at 31 December 2021 19 1,136,000 11,768 254,485 1,402,253
Foreign Currency
in thousands of Australian dollars Motes Contributed Equity Translation Reserve Retained Earnings Total Equity
Balance at 1 January 2020 19 980,000 15,275 230,667 1,225,942
Net profit after tax 4 - - 43,425 43,425
Capital contribution 19 156.000 - - 156,000
Other comprehensive income 18 = (3.451) = (3.451)
Balance at 31 December 2020 19 1,136,000 11,824 1,421,916

274,092

The above Statement of Changes in Equity should be read in conjunction with the accompanying notes.
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Statement of Cash Flows

For the year ended 31 December

in thousands of Australian dollars Motes 2021 2020
Cash flows from operating activities:

Premiums received 1,921,872 1,887,417
Premiums retroceded (1,039,629) (1,028,971)
Interest and distributions received 53,152 60,901
Claims and other technical expense payments (1,644,111) (1,909,633)
Claims and other technical expense retroceded 918.363 969,072
Other retrocession commission incame 33.213 36,362
Other expense payments (216,028) (190,936)
MNetincome tax {payments)/refunds 9 {4,865) 4,919
Investment and insurance contract net contributions = 234.811
Net cash provided by operating activities 23 21,967 63,942

Cash flows from investing activities:

Proceeds from the sale of financial assets 1,757,611 1,608,880
Payments for financial assets (1.746,734) {1.879.011)
Net cash provided/(utilised) by investing activities 10,877 (270,131)

Cash flows from financing activities:

Capital contribution - 156.000
Net cash provided by financing activities - 156,000
Net increase/{decrease) in cash held 32,844 (560,189)
Cash at the beginning of financial year 100,151 151,436
Effect of foreign exchange rate changes (626) (1,.096)
Cash at the end of financial year 23 132,369 100,151

The above Statement of Cash Flows should be read in conjunction with the accompanying notes.
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Notes to the Financial Statements

1. Summary of significant accounting policies

Basis of preparation
This general purpose financial report has been prepared in accordance with Australian Accounting Standards, other authoritative
pronouncements and interpretations of the Australian Accounting Standards Board, and the Corporations Act 2001.

The financial statements of SRLHA also comply with International Financial Reporting Standards (IFRS) as issued by the
International Accounting Standards Board (IASB). These are standalone financial statements and incorporate the results of its
branch, Swiss Re Life & Health Australia Limited, New Zealand Branch.

The life insurance operations of the Company are administered through statutory funds in accordance with the requirements of
the Life Insurance Act 1995. This report presents the operation of the statutory funds in aggregate with the shareholders’ fund of
the Company. The operations within the statutory funds comprise the insurance and reinsurance of life insurance contracts and
life investment contracts.

These financial statements are prepared in accordance with the fair value basis of accounting with certain exceptions described
in accounting policies.

The Company is a for-profit entity for the purpose of preparing the financial statements.

Principles for life insurance business

Contracts that involve the acceptance of significant insurance risk are accounted for as life insurance contracts. Insurance risk is
defined as significant if, and only if, “an insured event could cause an insurer to pay significant additional benefits in any scenario,
excluding scenarios that lack commercial substance” (AASB 1038 Life Insurance Contracts). Life insurance contracts include
those where the insured benefit is payable on the occurrence of a specified event such as death, injury or disability caused by
accident or illness.

Contracts that do not meet the definition of a life insurance contract, as they do not involve the acceptance of insurance risk, are
classified as life investment contracts. The cash flows under these contracts give rise to either a financial asset or financial
liability and generate a fee income for the Company, either from the services provided under the contract or administration of
assets held by the company.

Contracts that include both insurance and investment elements are separated into insurance and investment components that
are accounted for separately, but only where these elements can be reliably separated and measured.

Revenue from life insurance contracts
Revenue in respect of life insurance contracts is classified as premium revenue. Premiums are recognised as revenue on an
accrual basis, details of the methods used and assumptions made are set outin note 2.

Claims expense on life insurance contracts
Claims incurred in respect of life insurance contracts are treated as an expense, and are recognised when the liability to the
cedant or insured has been established.

Premiums ceded to retrocessionaires
Premium ceded to retrocessionaires is recognised as an expense in accordance with the pattern of retrocession service received.
Accordingly, a portion of premiums ceded to retrocessionaires is treated at the reporting date as a trade payable.

Claims recovered from retrocessionaires

Claims recovered from retrocessionaires are recognised as revenue. Amounts due from retrocessionaires are measured as the
present value of the expected future receipts, calculated on the same basis as the life insurance contract liabilities, adjusted for
key contract terms.

Life insurance contract liabilities

Life insurance contract liabilities or policy liabilities are recorded using a methodology referred to as Margin on Services (MoS).
Under MoS the excess of premium received over expected claims and expenses (“the margin”) is recognised over the life of the
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contract in a manner that includes the pattern of risk accepted from the policyholder (“the service”). The movement in life
insurance contract liabilities recognised in the Statement of Comprehensive Income includes the planned release of this margin.
Life insurance contract liabilities are ordinarily determined using a projection method, whereby estimates of policy cash flows
{premiums, benefits, expenses and profit margins to be released in future periods) are projected into the future. The policyholder
liability is calculated as the net present value of these projected cash flows and future profit margins using best estimate
assumptions about the future.

An accumulation method, valuing liabilities at the accumulated benefits available to policyholders, may be used if it produces
results that are not materially different from those produced by a projection method. The valuation of life insurance contract
liabilities is consistent with the basis prescribed for regulatory reporting in accordance with Prudential Standard LPS 340
Valuation of Policy Liabilities.

Further details of the methods used and assumptions made in valuing liabilities are set out in note 3.

Life investment contracts
Life investment contracts are accounted for as financial instruments, giving rise to a financial asset or financial liability based on
the present value of future cash flows expected under the terms of the contract.

Revenue in respect of life investment contracts is classified as fee income and disclosed in other revenue. Fees are recognised as
earned when the services under the contract have been performed.

The nature of this business relates to acquisition of a nil risk portfolio; thus, all incurred claims have no financial impact. Under
Australian Accounting Standards. such contracts are defined as life investment contracts and described as investment contracts
throughout this financial report. Life investment contract liabilities are measured at fair value.

Assets backing life insurance and life investment contracts

The Company has determined that it holds sufficient investment assets including cash, shares and fixed interest securities within

its statutory funds to match policy liabilities. The Company also holds investment assets in excess of those backing policy

liabilities. Financial assets are initially recognised at fair value and subsequently measured at Fair Value Through Profit or Loss

(FVPL). Measurement at fair value of assets backing policy liabilities is consistent with how investment assets are managed and

their performance is evaluated. Unrealised profits and losses on subsequent measurement to fair value are recognised in the

Statement of Comprehensive Income, Fair value is determined as follows:

» Cash accounts and short term deposits are valued at the amounts deposited;

s Unit trusts, debt securities, and other market traded securities are valued at the price the instrument could be sold into an
active market, which is usually represented by the latest bid price for such an instrument. Where active market data is not
available, the valuation is determined with reference to broker quotes, cashflow modeling or other valuation technigues
commonly used by market participants for the same or similar assets and which are considered to be appropriate estimates of
prices that would be reasonable in active market situations.

s Receivables are carried at book value, which is the best estimate of fair value, as they are generally settled within 12 months
or less.

Apportionment of expenses
Expenses are attributed to particular business lines, at either a class of business or product level, for the purpose of determining

product profitability and as a basis for assessing future expense assumptions used in determining future margins (refer to life
insurance contract habilities above).

Expenses that are directly attributable to the sale and maintenance of a life insurance contract are allocated directly to the
relevant expense class of business or product.

Where expenses are not directly attributable, they are apportioned based on detailed expense analysis, having regard to the
objective of incurring each expense and the outcome achieved. The apportionment is consistent with the basis prescribed for
regulatory reporting in accordance with Prudential Standard LPS 340 Valuation of Policy Liabilities.

Costs incurred within the statutory fund are classified as:

Acquisition costs — the fixed and variable costs of acquiring new business, including commissions and similar distribution costs
and costs of accepting, issuing and initially recording policies;

Investment management costs — the costs involved with buying and selling investments and the ongoing management costs of
an investment portfolio; or

Swiss Re Life &Health Australia Limited Annual Repart 2021 11
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Maintenance costs — all other expenses considered to be incurred to administer existing life insurance and life investmeant
contracts.

Acquisition costs

Life insurance and investment contracts

The actual acquisition costs incurred are recorded in the Statement of Comprehensive Income, under ‘other expenses’. The
proportion of life acquisition costs not recovered by specific charges received from the policyhalder at inception is deferred
provided that these amounts are recoverable from future profit margins. The deferred amounts are recognised in the Statement
of Financial Position as a reduction in policy liabilities and are amortised through the Statement of Comprehensive Income over
the expected duration of the relevant policies.

Investment revenue

Investment revenue includes: 5

{i) Interest recognised using the effective interest rate method:

(i) Dividends, recognised on an entitlerent basis when the securities trade ‘ex-div’;

{ii) Profits or losses realised on the disposal of investment assets: and

{iv) The change in value of investment assets that are held on a ‘fair value through profit or loss” basis.

Trade and other receivables

Trade and other receivables are carried at cost which is the best estimate of fair value, as they are usually settled within twelve
months and subsequently subject to impairment testing. Impairment testing is based on collectability of receivables and is
reviewed on an ongoing basis. An impairment charge is recognised when there is objective evidence that the Company will not
be able to collect all amounts due according to the original terms of the contracts. The impairment charge is recognised in the
Statement of Comprehensive Income.

Cash and cash equivalents

For the purposes of the statement of cash flows, cash and cash equivalents includes cash in banks, and money market
investments with an original maturity of three months or less that are readily convertible to cash and which are subject to an
insignificant risk of change in value, held to meet the Company’s operational cash requirements.

Employee entitlements

The Company has no employees and as such all activities are performed by employees of the Australian branch of Swiss Re Asia
Pte. Ltd. All employee entitlement costs are included within the management expenses charged from a related party (refer to
note 21).

Income tax

The income tax expense or benefit for the year is the tax payable on the current period’s taxable income based on the prevailing
income tax rate for each jurisdiction, adjusted by changes in deferred tax assets and liabilities attributable to temporary
differences between the tax bases of assets and liabilities and their carrying amounts in the financial statements, and adjusted
for unused tax losses.

Income tax is recognised in the Statement of Comprehensive Income. except to the extent that it relates to items recognised
directly in equity, in which case it is recognised in equity.

Current tax is the expected tax payable {or refundable) on the taxable income for the year, using tax rates enacted or
substantively enacted at the year-end date, and any adjustment to tax payable in respect of the previous year.

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates expected to apply when the assets are
recovered or liabilities are settled, based on those tax rates which are enacted or substantively enacted for each jurisdiction by
the end of the reporting date. The relevant tax rates are applied to the cumulative amounts of deductible and assessable
temporary differences to measure the deferred tax asset or liability. Deferred tax assets are recognised for deductible temporary
differences and unused tax losses only if it is probable that future taxable amounts will be available to utilise those temporary
differences and losses. Deferred tax assets and deferred tax liabilities arising from the same jurisdiction are offset against each
other.

The Company has a permanent difference between accounting profit and taxable income which relates to the Australian income
tax treatment of overseas retrocessions of accident and health business.
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Foreign currency translation

The Company’s functional currency is the Australian dollar which is also its presentation currency. The Company also transacts in

fareign currencies through its New Zealand operations and when incurring expenses in foreign currencies. The results and

financial position of foreign operations in New Zealand has a functional currency different from the presentation currency and are

translated into the presentation currency as follows:

m Assets and liabilities are translated at the exchange rate at the relevant year-end date;

= Income and expenses are translated at the exchange rates prevailing on the transaction date or at an average exchange rate,
being a reasonable approximation of the cumulative effect of rates prevailing on the transaction dates.

m Resulting exchange differences are recognised through Other Comprehensive Income (OCI).

Balances relating to incurred expenses in foreign currency are translated in the same way as the New Zealand operations with
the exception of exchange differences being recognised in the Statement of Comprehensive Income and not as part of other
comprehensive income.

Trade and other payables

Trade and other payables are carried at cost which is the best estimate of fair value as they are usually settled within twelve
months. These amounts represent liabilities for goods and services provided to the Company prior to the end of the financial year
and which are unpaid. The amounts are unsecured and are usually paid within 30 days of recognition.

Provisions
Provisions are recognised when the Company has a present legal or constructive obligation as a result of past events, itis
probable that an cutflow of resources will be required to settle the obligation and the amount can be reliably estimated.

Provisions are measured at the present value of management’s best estimate of the expenditure required to settle the present
obligation at the end of tha reporting period.

Rounding of amounts

The Campany is of a kind referred to in ASIC Corporations (Rounding in Financial/Directors’ Reports) Instrument 2016/191
issued by the Australian Securities and Investments Commission, relating to the rounding off of amounts in the financial
statements. Amounts in the financial statements have been rounded off in accordance with that instrument to the nearest
thousand daollars, or in certain cases, the nearest dollar.

Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred is not recoverable
from the taxation authority. In this case it is recognised as part of the cost of acquisition of the asset or as part of the expense.
Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of GST recoverable
from, or payable to, the taxation authority is included with other receivables or payables in the Statement of Financial Position.
Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or financing activities
which are recoverable from, or payable to, the taxation authority, are presented as operating cash flows.

Offsetting

Assets and liabilities, and income and expenses, must not be offset unless required or permitted by an Australian Accounting
Standard. Financial assets and financial liabilities are offset and the net amount reported in the Statement of Financial Position
when there is a legally enforceable right to offset the recognised amounts and there is an intention to settle on a net basis, or
realise the asset and settle the liability simultaneously.

Contributed Equity

Issued capital

Issued capital in respect of ordinary and preference shares is recognised as the fair value of consideration received by the parent
entity. Incremental costs directly attributable to the issue of certain new shares are recognised in equity as a deduction, net of
tax, from the proceeds.

Comparative information
Certain comparatives have been re-presented to be consistent with the current year's presentation.

Contingent liabilities and Contingent assets
Contingent liabilities are not recognised, but are disclosed in the financial statements, unless the possibility of settlement is

remote, in which case no disclosure is made. If settlement becomes probable and the amount can be reliably estimated. a
provision is recognised.
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Contingent assets are not recognised, but are disclosed in the financial statements when inflows are probable. If inflows become
virtually certain, an asset is recognised.

The amount disclosed as a contingent liability or contingent asset is the best estimate of the settlement or inflaw.

Future Accounting Developments

New and amended standards adopted by the Company

= AASB 2020-5 Amendments to Australian Accounting Standards — Insurance Contracts

s AASB 2020-8 Amendments to Australian Accounting Standards — Interest Rate Benchmark Reform — Phase 2

New standards and interpretations not yet effective

s AASB 17, a new accounting standard for insurance contracts, was adopted by the AASB in July 2017. In June 2020, the IASB
issued amendments to IFRS 17 which deferred the effective date from 1 January 2021 to 1 January 2023 and made
significant amendments to the standard in response to feedback from, and implementation issues raised by stakeholders.
These amendments were adopted by the AASB in July 2020. These amendments also extend the fixed expiry date of the
temporary exemption from applying AASE 9 Financial Instruments in AASB 4 Insurance Contracts to annual reporting periods -
beginning on or after 1 January 2023.

An entity may elect to early adopt AASB 17 however SRLHA has not taken this option and will therefore adopt this standard
on 1 January 2023, with the comparative period for the year ending 31 December 2022 restated on a AASB 17 basis.
SRLHA is expected to apply the full retrospective approach on transition, unless impracticable, where the fair value method
may be used instead.

AASB 17 includes some fundamental differences to current accounting in both insurance contract measurement and profit
recognition. The general model is based on a discounted cash flow model with a risk adjustment and deferral of unearned
profits. A separate approach applies to insurance contracts that are linked to returns on underlying items and meet certain
requirements. Based on the current portfolic mix, SELHA has decided to apply general model as its measurement approach.

SRLHA is currently undertaking a multi-phase project to implement IFRS 17. Swiss Re group wide accounting guidance and
application methodologies are also being developed, and a global project team has been mobilised to progress the detailed
design and implementation of required changes to financial reporting systems. At the date of this report, the following
workstreams continue to work towards the implementation of IFRS 17 as follows:

s Accounting policy: Various proposed accounting treatments were discussed throughout 2021, and there are
discussions outstanding on topics such as IFRS 17 level of aggregation, coverage units, risk adjustment and transition
methodology.

= Implementation: Significant work has been performed on source data validation. systems build and testing. In 2021, a
dry run exercise was performed based on Q1 2021 reporting covering certain defined functionalities. Further testings
are planned in 2022.

= Training: Training programs have been rolled out across the various functions covering accounting policy, systems
usage, financial disclosures and substantiation of financial results and impact analysis.

s The Australian Prudential Regulation Authority (APRA) proposed updates to the capital and reporting framewaorks for
insurance in response to the transition to AASB 17, including the release of a number of draft prudential and reparting
standards. APRA has indicated that the updates are not intended to alter the minimum capital levels required to be held by
insurance companies. Consultation on the draft standards released by APRA is open until 31 March 2022.

The requirements of AASB 17 are complex and some of the key accounting topics are still in discussion. Regulators continue
to respond to the new standard which may result in changes to the capital and reporting frameworks, as well as the Income
Tax Assessment Act 1997. As a result, the transition impact of AASB 17 on SRLHA's financial statements is still being
determined. At this stage, SRLHA is not able to make a reliable disclosure of the estimated impact of transition or the likely
direction of that impact relative to net assets and capital, although the impact is expected to be material. Over 2022, we
expect the accounting policy discussicns to conclude for implementation in the transition model ahead of the mandatory 1
January 2023 transition date.

= Financial Instruments with AASB 4 Insurance Contracts — AASB 4 amendments” issued by the AASB in September 2016.
This amendment allows an entity to defer the implementation of AASB 9 if its activities are predominantly cennected with
insurance.
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As the AASB 17 restatement is reguired in the comparative balance sheet, the comparative period for the year ending 31
December 2022 will also be restated on a AASE 9 basis.

SRLHA currently measures financial instruments at FVPL. From the initial assessment, with the adoption of AASB 9, SRLHA
elected to measure debt instruments at fair value through OCI, equity instruments at FVPL and infrastructure loans at
amortised cost. Elections have been made avoid potential accounting mismatches with the implementation of AASB 17.

SRLHA is analysing the potential transition impact expected from adoption of AASB 9.

We have not identified any other future standards that are expected to have a material impact on the Company in current or
future reporting standards.

2. Critical accounting judgements and estimates

The Company makes estimates and judgements that affect the reported amounts of assets and liahilities. These judgements are
based on factors such as histarical experience and expectations of future trends and events that are believed to be reasonable
under the circumstances, Estimates and assumplions are continually evaluated.

The areas where critical accounting judgements and estimates are applied are noted below.

Liabilities for life insurance contracts

Liabilities for life insurance contracts are computed using statistical or mathematical methods, which are expected to give
approximately the same results as if an individual liability was calculated for each contract. The computations are made by
suitably qualified personnel on the basis of recognised actuarial methods, with due regard to relevant actuarial principles. The
methodology takes into account the risks and uncertainties of the particular classes of life insurance business written.

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

s Data supplied by ceding companies in relation to the underlying policies being reinsured;

= Historic and expected future mortality and morbidity experience;

= Discontinuance experience, which affects the Company’s ahility to recover acquisition costs over the lives of the contracts;
m The cost of providing henefits and administering these insurance contracts, and

w Thediscount rate applied to calculate the present value of future benefits.

In addition. factors such as regulation, inflation, taxes, investment market conditions and general economic conditions affect the

assumptions selected in the calculation of these liabilities. Specific details of actuarial methods and assumptions are set outin
note 3.

Retrocessionaires share of life insurance contract liabilities are also computed using the above methods.

Premium receivable from life insurance contracts

Premiums for inwards reinsurance business include estimates for renewal premiums that are based on historical information, the
active status of the policy, the sum assured and the premium renewal date. Estimates are required as the amount of reinsurance
is dependent on the underlying contract between the cedant and their policyholder and there is typically a delay in the transfer
of this information to the reinsurer. Subsequent premium receipts may be less than, or greater than, the estimates recorded at
year-end date. The estimation process is periodically reviewed, including comparison of estimates to subsequent receipts, to
ensure that it continues to provide a reasonable basis.

Deferred tax asset
A deferred tax asset has been booked in respect of prior year losses. The recoverability of these losses has been assessed in the

context of AASB 112 Income Taxes. It has been determined that it is probable that future taxable profit will be available against
which the unused tax losses can be utilised.

Provisions

In the process of determining a provision, significant judgement is applied in determining the best estimate based on all available
information, facts and circumstances. The nature of provisions is such, that as further information comes to light, the ultimate
outcome could be significantly different to the number provided.

Financial assets at fair value through profit or loss

The Company holds infrastructure loans, which are valued by external managers using discounted cash flow models that are
validated by the Swiss Re Group. Discount risk free interest rates and market credit spreads are the two main inputs to the model.
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To define the appropriate credit spread levels, external managers consider a range of elements including pricing of recent
completed transactions, feedback from borrowers and sponsors, and public bond market pricing.

Impact of COVID-19

COVID-19 was declared a pandemic by the World Health Organisation on 11 March 2020. For Australia and New Zealand, the
pandemic is expected to lead to indirect COVID-19 related claims (those sensitive to economic downturn) rather than direct
COVID-19 death claims. Since 30 June 2020, SRLHA has included modelled loadings for COVID-19 covering mortality,
morbidity (disability} and discontinuance stresses. The largest loading is for increased disability incidence and reduced
terminations until the end of 2022, though these risks are retroceded and not retained in Australia and New Zealand. The
loadings are material and require significant actuarial judgement and have a higher level of uncertainty than other assumptions.

3. Actuarial methods and assumptions -

An actuarial report on policy liabilities and prudential capital as at 31 December 2021 has been prepared by the Appointed
Actuary, Mr Michael Fowlds (FIAA, FFA). This report indicates that he is satisfied as to the accuracy of the data upon which
policy liabilities have been determined for the purposes of reporting under the Life Insurance Act 1995.

The policy liabilities in the Appointed Actuary’s report have been calculated in accordance with Prudential Standard LPS 340
Valuation of Policy Liabilities issued by the Australian Prudential Regulation Authority.

Actuarial methods

Policy liabilities in these financial statements have been determined in accordance with applicable accounting standards and in
accordance with relevant actuarial and Prudential Standards. Policy liabilities have been calculated in a way which allows for the
systematic release of planned margins as services are provided to policyholders and premiums received.

Life insurance contract liabilities are recorded using a methodology referred to as Margin on Services (MoS). Under MoS the
excess of premium received over expected claims and expenses (“the margin”) is recognised over the life of the contract in a
manner that includes the pattern of risk accepted from the policyholder (“the service”). The movement in life insurance contract
liabilities recognised in the Statement of Comprehensive Income includes the planned release of this margin.

Life investment contract liabilities are measured at fair value (refer to note 1).

Methods adopted for each of the major product groups:

Product Group: Method:

Traditional non-participating life and disability business; Projection method, using cash flows from policy data where provided
Single premium business with income benefits; and applying results to the total product group

Medical expenses; and Term insurance

Group life and salary continuance insurance Accumulation method

Conventional whole of life and endowment business; and Projection method, using cash flows for all individual policies

Single premium business with lump-sum benefits

Annuities Projection method, using present value of future payments and
premiums due

Where contracts can be unbundled and a separate financial instrument element can be identified, this component is valued as a
life investment contract.

Valuation assumptions

Discount rates

Risk free rate of return, gross basis: this has been based on using the Commonwealth Government bond yield curve as at 31
December 2021. For Australian liabilities this was 0.13% to 2.37% p.a. (2020: -0.07% to 1.97% p.a.) net of investment
management expenses and for New Zealand liabilities this was 1.37% to 2.87% p.a. (2020: 0.15% to 1.83% p.a.) net of
investment management expenses.

Gross of tax rates are used for:
— Australian products where the risk component of premium is taxed

— New Zealand products

Net of tax rates are used for all other products.
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Investment expenses

Future investment management expenses are based on the rates agreed with the investment manager. which vary by class of
asset and average 0.12% of assets (2020: 0.12%).

Future maintenance expenses

Allowance for future maintenance expenses has been made on the basis that expense loadings (before future inflation impacts)
cover maintenance expenses. Expense loadings vary according to product type and are expressed as a % of annual premium or
claim payments.

Range of expense loadings:

Premium driven expenses: 0.4% to 7.4% (2020: 0.5% to 9.4%).

Claim driven expenses: 1.9% (2020: 1.0%)

Mortality and Morbidity

Muortality and morbidity rates for risk products which vary by sex, age, smoking status and occupation have been based on the
Company’s own experience and relevant industry studies. The range of rates used in the current year are:

Mortality

Males: 48%-108% of FSC 2012m for traditional and retail lump sum products (2020: 48%-106% of FSC 2012m)
127%-145% of ALT30-92 for other non-traditional products (2020: 127%-145% of ALT90-32)
NZ in-force transactions: 46%-55% of NZ97 Select table and 72%-86% of FSC 04-08

Females: 48%-132% of FSC 2012f for traditional and retail lump sum products (2020: 48%-132% of FSC 2012)
127%-145% of ALT90-92 for other non-traditional products (2020: 127%-145% of ALT90-92)
NZ in-force transactions: 46%-55% of NZ27 Select table and 39%-47% of FSC 04-08

Morbidity (Disability)
Incidence: between 72%-240% of ADI 14-18 table (2020: 73%-246% of ADI 07-11 table)
NZ in-force transaction: 74%-627% of IAD 89-93 table (2020: 74%-627% of IAD 83-93 table)
76%-104% of ADIO7/11 (2020: 76%-104% of ADI 07/11)
Termination: between 77%-175% of ADI 14-18 table (2020: 60%-146% of ADI 07-11 table)
MZ in-force transactions:
25%-228% of NZ cedent DI termination table (2020: 25%-228% of NZ cedent DI termination table)
76%-105% of ADI 07/11 (2020: 76%-105% of ADI 07/11)

Morbidity (Total and Permanent Disability (TPD)/ Trauma)

Incidence: between 100%-260% FSC 2012 TPD/Trauma tables (2020: 100%-260% of FSC 2012 TPD/Trauma tables)
NZ in-force transactions: between 135%-252% of FSC 04-08
between 23%-108% of cedent table

Appropriate base tables are chosen for the type of product written. Investigations into the actual experience of the Company
over the preceding b years are performed annually. and the results of these investigations are considered in determining
adjustments to the base tables to reflect best estimate experience.

Discontinuance rates
Future rates of discontinuance which vary by product type are assumed to be in the order of:
Range of rates: 2% - 30.5% (2020: 4% - 48%)

NZ in-force transactions: 2% - 100% (2020: 2% - 100%)

Investigations into the actual experience of the Company over the preceding 5 years are performed annually and used to
determine the appropriate discontinuance rate.

Inflation rates for Annuities and Disability Income

The inflation rates for projecting annuity business is 1.6% at 31 December 2021 (2020: 1.85%).

The claims escalation rate for disability income payments post-disablement are derived based on current inflation rates, the
outlook for inflation rate over the term of the liabilities and market implied inflation rates relative to the assumed earning rates.

Allowance for Disability Income escalation rate:

— Australia and New Zealand Retail Disability 1.7% - 2.2% (2020: 1.80%)

— Awustralia and New Zealand Group Salary Continuance 1.93% - 2.0% (2020: 1.60%)

Profit Carriers

Claims are used as the profit carrier for all major product groups in order to achieve the systematic release of planned margins.

Surrender values

For reinsurance business, surrender value bases used by the cedants are assumed to apply to the future. For direct business, the
surrender value basis is consistent with the policy definition.
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COVID-19 Assumptions

Mortality and Morbidity

Mortality

MNo material impact of additional mortality was assumed.
Morbidity (Disability)

Incidence

A multiplicative increase to incidence in addition to the standard incidence documented above, decreasing over time to the end

of 2022 ranging between 3.756% And 22.5% (2020: 3.75% And 22.5%).

Termination

A multiplicative decrease to termination rates applied to the standard termination rates documented above, with the impact

decreasing over time to the end of 2022 ranging between 2.5% And 20% (2020: 2.5% And 20%).

Morbidity (total and permanent disability (tpd)/trauma)
No material impact of increases in lump sum morbidity was assumed.

Discontinuance rates

Additional additive rates of discontinuance above the standard rates documented above are assumed to apply over 2021,
1.5% Additional lapse is applied to the retail non-annuity portfolio (2020: 1.5% To 3.5% Depending on line of business).

Effects of changes in actuarial assumptions from 31 December 2020 to 31 December 2021:

The table below illustrates the impact of key assumption changes on profit margins and net of retrocession policy liabilities.

Profit Margins

Palicy Liapilities

in thousands of Australian dollars Increase/(decrease) Increase/(decrease)
Assumption Change

Discount rates (118,682) (66,200)
Expense {132,242) =
Mortality 5,308 =
Morbidity (50,386) -
Discontinuance rates! (13,204)
Model/Methodology/System change (28,544) =
Otherz2 (45,625) 1,233
Total assumption change (383,275) (64,967)
Experience 70,873 {36.943)
Total effect of changes (312,402) {101,910)
Armount at 31 December 2020 1,294,207 1,151,024
Amount reported at 31 December 2021 under new assumptions 981,805 1,049,114

12021 discontinuance rates impact includes $5,007 profit margin impact relsted to COVID-12 assumption
2 2021 Other paolicy liability impact is from a change in annuity payment inflation assumption

Effects of changes in actuarial assumptions from 37 December 2019 to 31 December 2020:
The table below illustrates the impact of key assumption changes on profit margins and policy liabilities.

Profit Margins

Faolicy Liabilities

in thousands of Australian dallars Increase/(decrease) Increase/(decrease)
Assumption Change

Discount rates 41,156 17526
Expense - -
Mortality {28.393) (34.464)
Morbidity 60,600 87,056
Discontinuance rates’ (81,360) {10.201)
Model/Methodology/System change 20,188 =
Other2 - 223,399
Total assumption change 12,191 283,316
Experience 10,475 (256.973)
Total effect of changes 22,666 27,343
Amount at 31 December 2019 1,271,541 1,123,681
Amount reported at 31 December 2020 under new assumptions 1,294,207 1,151,024

1 2020 discontinuance rates impact includes $65.5939 profit margin impact and $10.201 policy liability impact related to COVID-19 assumption

2 Other is the impact of a recapture of an internal retrocession for a block of annuities and deposit accounting business

The Company considered the impact of the lapse experience arising from its direct and reinsurance business and based upon
actual experience to date and has reflected this in the insurance valuation as at 31 December 2021. No allowance has been

made for future changes in lapse experience.
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‘Sansitivity analysis

The Compar!y conducts sensifivity analyses 10 quantify.the exposure to risk of changes inthe key underlying variables suchas
diseount rate, mortai;ty and morbidity. The valuations included inthe reported results arid the Company's best éstimate of future
performance.are talculated uding certain-assumptions ahout:thase variables. The-movement'in any key variable will impatct the
performance and net assets.of the Company and as such represents a risk.

Variable

Trpact of movementin underlying variahte

Discount:rata.

Adscrease in the.discountrate will increase the palicy liability. The overall impact on profit and shareholders

-equity depends on the impact on assets and liabilities comibined.

iartality rates

A sustained charige in-mortality rates'would résultin an update of ihe best estimate martality assumptions.

Anincrease in bast estinate mortality.assumptions willincredse the claim costs. Ta the sxtent that future
profitcan absorb the effect of tigher claims cost, changes in.assemption have little impact on the palicy
liability. 1 the increased claims cost is higher than the IUtuse prafit can abdorb, the excess will increase the-
policy liability and reduce profit, .

A dacreéasein thebast estimate mortality rates will reduss claim dosts. To the extent that prior loss
recognition exists, the iower claims costwill reverse that joss, reducing policy ltability and increasing profit.
Reduction in.claims cost above the amount of prior loss recagnition witf be smoothed over the future and will
notcharige the palicy Hability 6r profit.- i

TPD & trauma incidence

Asustgined thangein TPD and Trauma Incidence rates will résullin an update.of 1be best estimata morbidity
assumptians. .

An incréasein bestastimate morbidity incidence assumptions will increase the-claim costs. To the extent.
that future profit can absorbthe effect of hlgher claims.cost. changes inassumption have little impact on the
palicy liability. If the tncreased claims cost is higher than the future profit'ean absorb, thie gxcess will incréase
_the_ policy liabifity and reduce profit.

A decréase inThe best estimate morbidity rates will réduce claim costs, To'theextent that priof loss’
recognition exists, the lower claims cost will reverse thatigss, redqcing._polic»_.{iiabi_li'ty and ingreasing profit.
Reduction iy cldims cost above tha-amount of priar loss recognition wilkbe smaothed over tha-future and-will
ngtchangethe policy Hability or-profit.

Disahiiity claims-incidence

The costof disability-Incarrig claims depinds on bath the incidence of policyholdars hecoming il and the
duration which they remain ill.

An Increase in the.incidence rates:or duration would increase claim.costs. To the extent that future profitcan
absorb the effect of higher claims-cast, changes in assumption have fittle impact 6n the. policy liabifity If the
inereased claims cost is higher than'the future profit can absorb, the &xcess will inciease tha policy liability
and reduce profit.

‘A decrease in the incidenca rates of duration will reduce claim costs. To the extefit that prior loss recognition
exists, the lower claims cost will reverse that loss, reducing policy liability and increasing profit. Reduction in
clairns cost abave the:améunt of prio loss recognition will be smisottied over the future and will not changé
the:policy liabfity orprofit,

Disability claims termination.

A sustained changain lermination rales would resultin an, update of the best estimate disability claims
termination-assumpticns.

Anincrease’in termination.rates will reduce claims costs, For individual business, to the extent that prior toss
recagnition exists, the lovwer futuie claims cost. will reverse thatloss, reduding policy liability-and incréasing.
piofit. Reductign in claims cost above the amountof prior ioss recognition will be smoothed over the future
and will not change the policy liability o profit. Policy liahilifias for groug salary continuance wilt reduce:

Discontinuance

Asustained chiange in discontinuance rates'would result in an Update of the best estimate-discontinuince

-assurmnptions.

Changes in discontinuance assumpfions would have @ small impact on gross polioy liabilities driven by rétail
disahbility products. An increase in lapse @ssumptions would redyce the'policy liabilities for retalt disability

praducts, resulting in higherp_rc‘»f'it;
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Incurred-but not reported claims  Sustained delays in the-reporting patiern.of claims would resuli in a slowing offc_:l'a'ims dev_e]cpment.féctors,
Increases in claims incidence rates would result in‘higher IBNR. '

Changes in IBNR.claims dévelopment factors would contribute directly.to changesin‘the policy liabitity.
Slowingthe developmient factors would increase the holicy liability, resulting in lower profit,

-Operating expenses Asustained change in operating expenses relative to policy valumes.would resultin-an update of the best
éstimatg operating expense-assumptions.

An increase.in best estimate-expense assumptions will increase the projected expense cost. To the extent

that future profit-can absorb the effect of higharexpensé tost. changes in-assumption-have little impact or
the policy ilability. If theincreased expense costis higher than the future profit can 'ébsorb,-the:_exces_s wilf

increase the policy liabifity and reduce profit, ' '

T'he_ table-belowillustrates how permanent changes in 'l_(ey'variabl_esw_oul_'d impact the reported Statement of Financial Positia# of
the Company through the value of its palicyholder liabilities and.through changed valuation assumptians.

in thousands af Australian dallars Change tn Variable Impact on.Folicyholder Liab#lfles . impactupon Profit-and Equity.after Tax
20 " Gross of Net of Gross of Netof
reinsurance reinsurance. reinsurance refrisurance
Discount rate +50bp {128,217} {42.449) 78,745 {18,203)
-50bp- 149,528 54,453 {90.654) 13,151
Mortality rates +10% - - - -
~10% - - - -
TPD and frauma incidence +10%. 1544 1544 {1081} {1087}
A0, . - - -
‘Disability claimsincidence H0% 178,221 - {124,538} 52,213
0% 114,978} - 80.569 (33,236)
Disability-claims termination +10%: {162.954) - 114154 {47.550)-
-10%. 323.848 - [227.087) 91,268
Discontinuance +10% 21.2886 - {14.818} 6,237
<10% {1:148) 6,679 812 (6:871)
incurred but unreported claims +10%- 131,542 74,856 {92,487) {41,325)
' -10% {121,604) {66,297) 85,625 35,747
Operafing expenses’ +10% 10769 17 ' {7.551) 2923
~10% {10.769) {117} 7.851 {2:923)
in thousands of Austrakian dollars Change |n Variatls
12020
Oiscountrate +B0bp
-50bp
Mortality rates +10%
-10%
TPD and trauma incidence +10%
-10%
Disahility claims incidence. +10%
-10%
Disability ¢laims {ermination- +10%
~10%
Discontinuance +108%
-10%
Inctirred butunteparted claims +10%
-10%
Operatifig. expenses ' +10%

in‘addition’ta the above sensitivity. financial perfermante is subject to uhcertain timing of future cash flows: The Comparly writes
non-participating-term life"and disability contracts. The-benefits pavable undér these contracts are paid on the occurrence ofian
event. such as the death or disability of the insured or tHe matutity of the policy term. and are not.at the discretion of the-ssier
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once the conditions have been met. The claim amount is defined by the contract and is not subject to the performance of

underlying assets.

Liabilities are estimated based on current assumptions. The timing and amount of the cash flow may be affected by the following:
mortality and morbidity experience, inflation, discontinuance rates, and maintenance expenses incurred.

4. Components of (loss)/profit

in thousands of Australian dollars 2021 2020
Components of {loss)/profit related to movement in contracts:
Planned margins of revenues over expenses released 67,6856 73124
Difference between actual and assumed experience (82,577) (111,157)
Capitalisation of expected future (losses)/gains {57,083) 105,279
Retrocession recovery/(loss) relating to loss recognition 58,646 (49.420)
(13,429) 17,826

Other components: i
Investment (losses)/ earnings on assets in excess of policy liabilities (6.178) 25,696
Profit from Shareholders Fund % 3
Net (loss)/profit after tax (19,607} 43,425
5. Investment (expense)/revenue
in thousands of Australian dollars 2021 2020
Trust distributions 757 390
Interest on debt securities and deposits 56,095 60,355
Net realised loss {18.898) (6.927)
Net unrealised loss (46,779) (17.465)
Total investment (expense)/revenue (8.825) 36,353
6. Other revenue
in thousands of Australian dollars 2021 2020
Commission income from retrocession 275,249 279,409
Other retrocession commissions and expenses 33,213 33,4056
Other 690 11.929
Total other revenue 309,152 324,743
7. Other expenses
in thousands of Australian dollars 2021 2020
Life insurance contract liabilities
Policy acquisition expenses

Commission expense 95,317 111.929

Operating expenses 12,405 11,349
Folicy maintenance expenses

Commission expense 369,687 344574

Operating expenses 79,974 65,879
Investment management expenses 2148 1,764
Remediation expenses 67,750 89,918
Other 2,491 9,405
Total other expenses 629,772 634,816

There were no recaptures in 2021. During 2020, the Company recaptured two business types retroceded to Swiss Reinsurance

Company Ltd. This transaction resulted in overall loss of $3.1 million, amount included under other expenses - Other.
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Below table provides further details:

in thousands of Australian dollars 2020
Annuity Investment

Contracts

Agreed settlement value 132,040 101,280
Reserves book value (130.867) (103,900)
Claims {payable)/receivable (3.810) 2,140
Overall recapture loss (2,637) (480)

8. Auditor’s remuneration

Amounts received or due and receivable by auditors of the Company, including non-recoverable GST, for:

in thousands of Australian dollars 2021 2020
Audit of the financial statements 579 541
Audit related services 119 163
Total audit services 698 704

In 2021, all amounts were paid to member firms of KPMG. In 2020 all amounts were paid 1o member firms of PwC, being the Company’s auditors for that financial
year.

9. Income tax

The Company is part of a tax consolidated group, of which Swiss Re Australia Ltd is the head entity. The Statement of Financial
Position recognises tax assets and liabilities of the company on a stand-alone basis and these are settled in accordance with the
funding agreement between the entities in the group.

Income tax benefit has been determined in accordance with the taxes applicable to each product. In Australia, the risk
component of ordinary life and disability business and the fee income from savings type products is generally subject to tax at
30% (2020: 30%). while a concessional rate of 15% (2020: 15%) applies to complying superannuation business.

In New Zealand, business is subject to tax in accordance with the Income Tax Act 2007 at a rate of 28% (2020: 28%).

The movements in the current tax assets and liabilities during the period and the composition of the total income tax benefit are
as follows:

in thousands of Australian dollars 2021 20240
Income tax benefit
Current tax
Current tax on losses for the year (8.069) (3.896)
Total current tax expense (8,069) {3.896)
Deferred income tax
Increase in deferred tax assets 10,985 67.294
Decrease in deferred tax liabilities 207 111
Utilisation of prior year losses {15,464) 3.446
Adjustments to deferred tax for prior periods (1.364) -
Total deferred tax (expense)/benefit (5.636) 70,851
Income tax (expense)/benefit (13,705) 66,955

Numerical reconciliation of income tax expense to prima facie tax payable

Loss from operations before income tax benefit (5.902) (23,530)
Tax at the Australian tax rate of 30% (2020 : 30%) 1,771 7.069
Tax effect of amounts which are not deductible/(taxable) in calculating taxable income:

Tax offset for franked dividends 175 108
Mon-assessable disability (expense)/income (17.452) 63,170
Difference in New Zealand tax rate . 584 273
Foreign exchange adjustment 327 36
Adjustments for deferred tax of prior periods (1,364) -
Other 2,254 (3.689)
Income tax (expense)/benefit (13,705) 66,955
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Income Tax {continued)

in thousands of Australizn dallars 2021
Unrecognised temporary differences

Tempdrary differencds relating to overéeas operations 1df which deferred tax liabilities have not been

recognised.

Fareign currency translation 11,768
Unrecognised deferréd fax iiabilities felating 16-the above temparary differences 3,530
Analysis of deferred tax assat

Reinsurange balances ) 64,268:
Tax [osses. 166,245
Otheiprovisions ' 21,311

Closing deferred tax asset! 251,822

Deferred tax.asset

Opening balance 757728
Ralnsutance balantes 15,861
Tax {losses)/profit {18,464)
Dther provisions {6,293)
Closing deferred tax asset 251,822
Deferred tax asséts'expected to be recovered within. 12 months 43,807
Dieferred 13- asséts expectad tobe rocoveted aftér 12 manths 208.015

Analysis of deferred fax liability
‘Deferred tax liability an New Zéaland;atguisition costs? 10577
Closlng deferredtax liability! 10,577

Deferred tax liability

{penirig balarice 10,712
Farelgn:exchangs adjustment 72
Decrease of New Zaaland acquisition costs {207}
Closing deferred iax liahility 10.577
Defarred tax liabllitles expacted to be settled within 12 months- 529
Déferredtax liabilities expected 1o be settled after 12.months 10,048

‘Current income tax asset/{liability]

Opening balance [1.508)
Forelgn exchange adjustment {26}
Utilisdtion of {osses -
-Current componerit of income tax expense (8.069)
lncometax payments 4,872
Tax reflinds recéived during the current vear : {7}
Closing current incame tax liability {4,736)
Current.income tax liabjlity expected to be setiled within 12 months: {4,736}

' The closing balances are disclosed as a seéparate deferred tax assel and defetrad tax lianility on the statement of financial pasition to reflect jurisdictianal
allocation.

2 The.deferred tax lability reflects the lemporary.difference associated with the timing &f the deduction fo'raqqu{si_ﬁd_n"éasts in New Zealand,
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10. Financial assets at fair value through profit or loss

in thousands of Australian dollars 2021 2020
Equities held indirectly by unit trusts {level 1) 19,954 17,767
Debt securities:

Government (level 1) 1,049,163 1,186,616

Private sector (level 2) 534,368 540,153

Private sector (level 3) 192,038 157,071
Total debt securities 1,775,569 1,853,740
Total financial assets at fair value through profit or loss 1.795,523 1,871,507
Balance maturing within 12 months 756,723 1,128,026

Credit ratings of financial assets are disclosed in Note 22.

Financial assets are designated as fair value through profit or loss. The fair value of the Company's investment assets are
classified as:

Level 1: The fair value of financial instruments traded in active markets (such as publicly traded derivatives, and trading and
available-for-sale securities) is based on quoted market prices at the end of the reporting period. The quoted market price used
for financial assets held by the Company is the current bid price. These instruments are included in level 1.

Level 2: The fair value of financial instruments that are not traded in an active market (for example, over-the-counter derivatives)
is determined using valuation techniques which maximise the use of observable market data and rely as little as possible on
entity-specific estimates. If all significant inputs required to fair value an instrument are observable, the instrument is included in
level 2.

Level 3: If one or more of the significant inputs is not based on observable market data, the instrument is included in level 3.

Unit trust and naticnal government debt securities have fair values that meet the definition of level 1. Private sector debt
securities have fair values that meet the definition of level 2 and 3.

Valuation techniques used to value financial instruments include:

m The use of quoted market prices or dealer quotes for similar instruments where available

s The use of redemption values for investments in other unlisted unit trusts as reported by the investment manager of such
trusts

= The fair value of financial assets and liabilities that are not traded in an active market is determined using valuation techniques.

These include use of recent arm’s length market transaction, historical transaction values, reference to the current fair value of a
substantially similar other instrument that provide a reliable estimate of prices obtained in active market transactions.

The Company has no assets or liabilities measured at fair value on a non-recurring basis in the current reporting period. There
were no transfers between levels 1, 2 and 3 for recurring fair value measurements during the year. The Company's policy is to

recognise transfers into and transfers out of fair value hierarchy levels as at the end of the reporting period.

Level 3 is comprised of infrastructure loans wherein fair value is determined using discounted cash flow models with valuation
spreads as the main unobservable input.

Level 3 financial assets at fair value through profit or loss movement analysis

in thousands of Australian dollars 2021 2020
As at 1 January 157,071 156,233
Acquisition of investments 40,400 -
{Losses)/Gains recognised in Statement of Comprehensive Income (5,433) 838
As at 31 December 192,038 157,071

Sensitivity of recurring level 3 measurements to changes in unobservable inputs
The significant unobservable input used in the fair value measurement of the Company’s infrastructure loans is valuation spread.
A significant increase/(decrease) in this input in isolation would result in significantly lower/(higher) fair value measurement.
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Disclosures about the temporary exemption from AASE 8
The Company applies the temporary exemption from AASB 9 Financial instruments, as defined in the amendment "Applying
AASB 9 Financial Instruments with AASB 4 Insurance Contracts — AASB 4 amendments” issued by the AASB in September
2016. This amendment allows an entity to defer the implementation of AASB 9 if its activities are predominantly connected with
insurance. As required by the application of this exemption, the table below presents an analysis of the fair value of the classes of
financial assets as at the end of the reporting period, as well as the change in fair value during the reporting period. The financial

asset classes are divided into three categories:

s Solely Payments of Principal and Interest (SPPI): assets of which cash flows represent solely payments of principal and interest
on an outstanding principal amount, but are not meeting the definition of held for trading in AASB 9: ar are not managed on a

fair value basis;

» Fair Value Option: assets that follow the fair value option at initial recognition and are carried at FVPL;
s Other {at FVPL): all financial assets other than those specified in SPPI and Fair Value Option. These include the following

financial assets:

a) assets with contractual terms that do not give rise on specified dates to cash flows that are solely payments of principal and

interest on the principal amount outstanding;
b) assets that meet the definition of held for trading under AASB 9;

c) assets that are managed and whose performance is evaluated on a fair value basis.

Fair values as of 31 December 2021

in thousands of Australian dollars SPPI Fair Value Option Other (at FVPL) Total Fair Value Amount
Financial assets

Debt securities = 1,776,669 1.775.569
Equities held indirectly by unit trusts - 19,954 19,954
Investrnent income accrued and

receivable 15,125 - 15,125
Cash and cash equivalents 132.369 - £ 132,369
Total financial assets 147,494 = 1,795,523 1,943,017
Fair values as of 31 December 2020

in thousands of Australian dollars SPPI Fair Value Option Other (at FVPL) Total Fair Value Amount
Financial assets

Debt securities 5 1.863.740 1.853,740
Equities held indirectly by unit trusts . = 17,767 17,767
Investment income accrued and

receivable 11,425 = 11,425
Cash and cash equivalents 100,151 - - 100,151
Total financial assets 111,576 5 1,871,507 1,983,083
Change in fair value during the reporting period

in theusands of Australian dollars SPPI Fair Value Option Other (at FVPL) Total Fair Value Amount

Financial assets

Debt securities 7 (63,491) (63.491)
Fauities held indirectly by unit trusts oz - (2.186) (2.188)
Total financial assets - - (65,677) (65,677)
11. Trade and other receivables

There are no trade and other receivables at 31 December 2021 (2020: nil) that have been assessed as impaired.

in thousands of Australian dollars 2021 2020
Qutstanding premiums 511,857 519,267
Amounts due from related parties 10,710 6,736
Amounts due from retrocessionaires - ultimate controlling entity 18.395 75,697
Investrnent income accrued and receivable 15,125 11,425
Other debtors 159,761 131,109
Total trade and other receivables 715,848 744,234
Balance expected to be received within 12 months 715,848 744,234
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12. Capitalised software

During 2021, the Company has increased its capitalisation of software development cost by $0.1 million and maintains a closing
balance of $1.7 million (2020: $1.8 million).

13. Trade and other payables

in thousands of Australian dallars 2021 2020
Amounts due to cedants. retrocessionaires and third parties 281,695 231.734
Claims payable 5,336 2,168
Amounts due to retrocessionaires - related partiss 33,032 26,428
Amounts due to related parties 30,243 29,083
Investment related payables 80 59
Other creditors 9,205 7.981
Total trade and other payables 359,591 297,453
Balance expected to be settled within 12 months 359,591 297,453

14, Offsetting

The Company has entered into retrocession agreements, and some of these agreements entitle the counterparties to offset
balances due and settle on a net basis. The following table lists out balances offset on the Statement of Financial Paosition:

in thousands of Australian dollars 2021 2020
Balances setoff

Premiums ceded under retrocession (302,130) (297,975)
Claims and other technical expenses ceded under retrocession 140,734 213,805
Other retrocession commissions and expenses 97935 95,5687
Total amounts due (to)/from retrocessionaires (63,461) 11,417

15. Provisions

The table below includes changes to the provision accounted during the reporting period.

in thousands of Australian dollars 2021 2020
Opening balance 92,627 27,500
Increase in provision 67,750 89,916
Utilisation of provision (89,339) (24,789)
Closing balance 71,038 92,627

Balance expected to be settled within 12 months 71,038 92,627

The provision of $71.0 million as at 31 December 2021 (2020: $92.6 million) represents management’s best estimate of the
cost of remediating affected policyholders and the cost of the remediation program to address the past conduct of business
partners who distributed and administered life insurance products issued by the Company and is based on infarmation available
at the date of these financial statements.

The remediation program has made significant progress throughout 2021 and is expected to be completed within the first half of
2022.
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16. Life insurance contract liabilities assumed

16 (a) Reconciliation of movements in life insurance contract liabilities assumed

in thousands of Australian dollars 2021 2020
Life insurance contract liabilities assumed

Opening balance at 1 January (2,329,642) {2,331.044)
Decrease reflected in the statement of comprehensive income 141,635 18,492
Foreign exchange adjustment 5,248 (17.080)
Closing balance at 31 December (2,182,859) (2,329,642)
Retrocessionaires’ share of life insurance contract liabilities

Opening balance at 1 January 1,275,298 1,207,363
(Decrease)/Increase reflected in the statement of comprehensive income (52,179) 183,067
Annuity reserves recapture value = (130.867)
Foreign exchange adjustment {5.073) 15,735
Closing balance at 31 December 1,218,046 1,275,298
Net life insurance contract liabilities at 31 December (964,813) (1,054,344)
186 (b) Components of net life insurance contract liabilities

in thousands of Australian dollars 2021 2020
Future policy benefits (6,238.167) (6.568,380)
Future expenses (3,.670,235) {3,394.830)
Planned margins of future revenues over expenses {981,808) (1,294,207)
Future revenues 9,825,394 10,193.073
Total net life insurance contract liabilities (964,813) (1,054,344)
Net life insurance contract liabilities to be realised within 12 months (369,666) (284,703}
17. Life investment contract liabilities assumed

Reconciliation of movements in life investment contract liabilities assumed

in thousands of Australian dollars 2021 2020
Life investment contract liabilities assumed

Opening balance at 1 January (96.680) (100,127)
Decrease reflected in the statement of comprehensive income 12.379 3,447
Closing balance at 31 December (84,301) (96,680)
Retrocessionaires’ share of life investment contract liabilities

Opening balance at 1 January - 100127
Resarves racapture value = {103,900)
Decrease reflected in the statement of comprehensive income 3773
Closing balance at 31 December - -
Net life investment contract liabilities at 31 December (84,301) (96,680)
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18. Capital adequacy

Under the Life Insurance Act 1995 (the Life Act) life insurers are required to hold reserves in excess of policy liabilities. These
additional reserves are necessary to support the life insurer's capital requirements under its business plan and to provide a buffer
against adverse experience in managing long term risks. APRA issued Life Prudential Standard (LPS) 110 "Capital Adequacy’ for
determining the level of capital reserves. LPS 110 prescribes the minimum capital requirement for each fund and the minimum
level of assets required to be held in each fund. The figures in the table below represent the ratio for each fund of the assets
available for capital over the minimum regulatory capital requirement.

2021
in thousands of Australian dallars Statutary Fund Mol Statutory Fund No.2  Sharehalders Fund Tatal
Net assets 121,626 1,273,572 1,055 1,402,253
Regulatory adjustment applied in calculation of tier 1 capital (77.239) (391,957) - (469,196}
Tier 1 capital:

Common equity tier 1 capital 44,387 812,615 1.065 858,057

Additional tier 1 capital - 75,000 - 75,000
Capital base 44,387 887,615 1,055 933,057
Prescribed capital amount comprises:
Insurance risk 17.838 236,757 - 254,595
Asset risk 381 97,555 1 97,937
Asset concentration risk - 172,776 - 172,776
Operational risk 3,414 35,642 - 39,066
Aggregation benefit (301) (60,798) - (61,099)
Combined scenario adjustment 7679 76.911 - 84,591
Prescribed capital amount 29,011 558,843 1 587,856
Capital in excess of prescribed capital amount 15.376 328,772 1.064 345,201
Capital adequacy multiple (%) 163% 159% 73.850% 159%
' In addition to the prescribed capital amount coverage above. SRLHA holds Pillar 2 capital coverage per APRA's DI Supervisory Adjustment.

There are no COVID-18 restrictions or other adjustment reguired by APRA other than the Dl one noted.

2020
in thousands of Australian dollars Statutory Fund No.1  Statutory Fund No.2  Shareholders Fund Total
Net assets 107.284 1.313.,577 1.065 1421916
Regulatory adjustment applied in calculation of tier 1 capital (72.626) (384,753) = (457.379)
Tier 1 capital:

Common equity tier 1 capital 34,658 853,824 1.055 889,537

Additional tier 1 capital - 75,000 - 75,000
Capital base 34,658 928,824 1,055 964,537
Prescribed capital amount comprises:
Insurance risk 10.727 262,838 - 273,566
Asset risk 284 87,736 1 88.021
Asset concentration risk = 272,829 - 272.829
Operational risk 3,180 34,037 - 37.217
Aggregation benefit (223) (567.307) 2 (67.530)
Combined scenario adjustment 4,623 87,470 1 92,094
Prescribed capital amount 18,591 687,603 2 706,196
Capital in excess of prescribed capital amount 16.067 241,221 1,063 258,341
Capital adequacy multiple (%) 186% 135% 52,750% 137%
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19. Equity

in thousands of Australian dollars 2021 2020
Share capital

35,296,208 ordinary shares (2020: 35.296,208)" 905,000 905,000
75,000 redeemable preference shares (2020: 75,000)2 75,000 75.000
Total Share capital 980,000 980,000
Other reserves

Contributed capital without share issue 156,000 156,000
Total Contributed equity 1,136,000 1,136,000

! Face value pershare $25.64
2 Face value per preference share $1.000

Ordinary.shares entitle the holder to participate in dividends and the proceeds on winding up of the Company in proportion to
the number of and amounts paid on the shares held. This is subject to the prior entitlements of the redeemable preference
shares.

All authorised shares have been issued. The redeemable preference shares have no voting rights, no fixed dividend entitlement

and do not have a fixed redemption date. There were no issuances, redemptions or buybacks of redeermable preference shares
during 2021 (2020: nil).

During the year the Company did not issue any ordinary shares (2020: nil).

Contributed Capital
On 26th March 2020 Swiss Reinsurance Company Ltd contributed $156.0 million to the Company. No shares were issued.

Foreign Currency Translation Reserve

The movement in the Foreign Currency Translation Reserve during the year, disclosed as "Exchange difference on translation of
foreign operations”, under the Statement of Comprehensive Income, represents the translation of the New Zealand branch
operations. No tax balances have been accounted for in relation to Foreign Currency Translation Reserve as set out in note 9.
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20. Segment information

Business segments

The Company operates in the two business segments of life and disability reinsurance and direct life and disability insurance.

Disaggregated information by fund

2021

in thousands of Australian dollars Statutory Fund No.1  Statutary Fund No.2  Shareholders Fund Total
Net premium revenue from life insurance conltracts 108,682 761,998 - 870.680
Investment income (34) (8,791) - (8.825)
Other income 3,191 306.001 - 309,152
Total revenue 111,799 1,069,208 # 1,171,007
Net claims from life insurance contracts (39,475) (609,397) (648,872)
Net expense (85,943) {442,004) - (528.,037)
Net profit/(loss) before tax (13.619) 7.717 - (5,902)
Net loss after tax (9,658) (9,949) = {19.607)
Investment assets 97,704 1,697,819 - 1,795,523
Other assets 33.918 1,066,802 1,066 1,101,786
Retrocessionaires’ share of life insurance contract liabilities 8,550 1,209,496 - 1,218,046
Life insurance and investment contract liabilities assumed 39,271 (2,306.431) - (2,267160)
Net policy liabilities from insurance contracts 47,821 {1,096,935) - (1.049,114)
Other liabilities (31.283) (343,070) {11} (374,904)
Provisions (25,994) (45,044) = (71,038)
Net assets 121,626 1,279,572 1,065 1,402,253
Retained earnings 62,626 190,804 1,055 254,485
Foreign currency translation reserve - 11,768 - 11,768
Transfers in period 24,000 (24,000) - -
2020

in thousands of Australian dollars Statutory Fund No.1  Statutory Fund No.2  Shareholders Fund Total
MNet premium revenue from life insurance contracts 100,854 705,278 806,132
Investment income 864 35,489 - 36,353
Otherincome 3,201 321,538 4 324,743
Total revenue 104,919 1,062,305 4 1,167,228
Net claims from life insurance contracts (25,140) (739,581) - (764.721)
Net expense (98,833) (327,204) - (426,037)
Net profit/(loss) before tax (19.054) {4,480) 4 {23.530)
Net profit/(loss) after tax (13.575) 56,997 3 43,425
Investment assets 80,773 1,790,734 - 1.871.607
Other assets 39,307 1,063,059 1,065 1,103,731
Retrocessionaires’ share of life insurance and investment contract

liabilities 8.152 1.267.146 < 1.275.298
Life insurance and investment contract liabilities assumed 26,732 (2,463,054} - (2,.426,322)
Net policy liabilities from insurance contracts 34,884 (1,185,908) = (1,151,024)
Other liabilities (22,247) (287.414) (10) (308.671)
Provisions (25,433) (67,194) - (92,627)
Net assets 107,284 1,313,577 1,065 1,421,916
Retained earnings 72,284 200,753 1,055 274,092
Foreign currency translation reserve - 11,824 - 11,824

The following details show the number of statutory funds operated by the Company, the types of business written and the major

products within each statutory funds.

Statutory fund Type of business

Major products

Statutory Fund No. 1

MNon unit linked ordinary insurance business

Disability Income

Death. Total Permanent Disability, Trauma,

Statutory Fund Mo. 2
reinsurance business

Nan unit linked ordinary and

Death, Total Permanent Disability, Trauma,

Disability Income
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21. Related party disclosures

Controlling entities

The immediate contralling entity is Swiss Re Australia Ltd (SRAUL), a company incorporated in Australia. The controlling entity of
SRAUL is Swiss Re Asia Holding Pte. Ltd, a company incorporated in Singapore. The ultimate controlling entity is Swiss
Reinsurance Company Ltd, a company incorporated in Switzerland.

Related party transactions

During the year the Company conducted the following transactions, in its normal course of business, with related parties, all of
whom are entities of the Swiss Re Group. The related party transactions have been disclosed on the basis of the terms and
conditions of the arrangements with the specific related party, this varies by arrangement. Balances relating to transactions with
related parties are summaried in the tables below:

in thousands of Australian dollars 2021 2020
Retrocession contracts with ultimate controlling entity — Swiss Reinsurance Company Ltd.

Cutwards reinsurance expense (420.194) (849.6576)
Reinsurance recoveries and commission income 627172 1,038,233
Movement in life insurance contract liabilities (126,023) (89,739)
Net reinsurance recovery 80,9556 98,918

Retrocession contracts with other related parties — Swiss Re Asia Pte. Ltd.

Outwards reinsurance expense (5677,551) (142,078)
Reinsurance recoveries and commission income 218,952 (109,764)
Movement in life insurance contract liabilities 71,471 277,207
Net reinsurance (expense)/recovery (287,128) 25,365

Management and other expenses

Ultimate controlling entity — Swiss Re Ltd (7,396) (7,307)
Other related parties! (61,944) (59,419)
Net management and other expenses (69.340) (66,726)

Investment management expense

Controlling entity {2.288) (1,801)
Net investment management expenses (2,288) (1,801)
Letter of credit fees - (255)
Contributed equity transactions with ultimate controlling entity - Swiss Reinsurance Company - 156,000
Ltd. )

' The Company has no employees. Included in this amount is a cost allocartion for day to day operating activities provided by Swiss Re Asia Pte. Ltd.

The related party balances are disclosed in the related notes to the Staternent of Financial Position.
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22. Risk management and financial instruments

Risk Management

The Company implements its risk management system as part of the global framework that governs risk management practices
throughout Swiss Re Group.

The Company’s Board of Directors is ultimately responsible for oversight over the operation of the Company, including its risk
management. |t is supported in this by various key function-holders, including the Chief Financial Officer ANZ, Chief Risk Officer
ANZ, Compliance Officer and Appointed Actuary. The Board Risk Committee, appointed by the Board, is the main body charged
with oversight of the risk governance issues of the Company. Its responsibilities are established in the Board charter. The Board
of the Company has established the Location Management Team (LMT). The LMT is responsible for overseeing and raising
awareness of risk management activities (including business continuity management) for all functional areas of Swiss Re ANZ
and providing management sign off on the risk management framework.

The Managing Director, supported by the Chief Risk Officer ANZ and LMT, are responsible for ensuring compliance with the Risk
Management Framewaork, as documented in the Risk Management Strategy approved by the Board of the Company.

The financial condition and operating results of the Company are affected by a number of material risk categories including
insurance (or underwriting) risk, financial market risk, credit risk, operational risk and liquidity risk. These risks could have a
material impact, either financial or non-financial, on the Company or on the interest of its stakeholders. The Company’s policies
and procedures for managing these risks are set out in this note.

In accordance with Prudential Standard CPS 220 Risk Management issued by the Australian Prudential Regulation Authority
(APRA). the Board and senior management of the Company develop, implement and maintain a Risk Management Strategy
(RMS). It forms the core of the Company’s Risk Management Framework, which seeks to manage risks within the Board’s risk
appetite, including a focus on potential adverse effects on the financial performance, capital and solvency of the Company. The
RMS formalises the Company’s approach to the management of risk by setting out:

A Risk Appetite Statement (RAS);

s Asummary of the clear roles and responsibilities for the management of risk;

s The mechanisms by which the Campany determines its risk appetite and considers and manages new risks;

s The methodology used to identify, assess and manage risks and;

= Reporting requirements for risk monitoring and the process for escalation where required.

The Board at least annually reviews and approves the RMS. Annually, the Board is required to report to APRA that adequate
strategies have been put in place to monitor those risks and that the Board has satisfied itself on compliance with the RMS by
submission of a Risk Management Declaration to APRA.

The Company has an Internal Capital Adequacy Assessment Process (ICAAP) that addresses the potential impact of all risk types
to capital and solvency. Under the ICAAP, the authority to hold this risk is clearly delegated through the Board's RAS.

The following risk taking controls govern all risk-taking decisions across the Group and are embedded into the risk framework of

the Company:

= Clearly established authorities and delegations governed by referral triggers (e.g. quantitative and qualitative limits to
delegated risk-taking authority);

= Risk capacity limits;

= Capital and liquidity adequacy targets.

The Company uses a range of methods to quantify risks to which it is exposed and monitor risk profile. These include the use of

reported risk metrics, sensitivity, stress and scenario testing; credit and asset models: exposure analyses; and use of the Swiss Re
Group’s integrated risk model.
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The Company is exposed to a broad landscape of risks. These include core quantified risks that are actively taken as part of the
insurance or asset management operations, and are calculated in Swiss Re's internal risk model:

= Insurance (or underwriting) risk;

» Financial market risk;

n Credit risk.

Other significant risks that are not explicitly modelled within Swiss Re's internal risk model include:
» Operational risk;

w Liguidity risk;

s Conduct risk.

The Company’s Target Capital includes capital held against the core insurance and financial market risks, operational risks and
counterparty credit risks via the Prudential Capital Requirement. An additional component of Target Capital is held against core
insurance, financial market and operational risks within the Capital Buffer.

Insurance Risk

Insurance risk is the risk of incurring a financial loss from coverage provided for life and health risks. It arises from the business
written by the Company to provide cover for mortality, morbidity and longevity. There are also potential shock events suchasa .
severe pandemic or a catastrophe and underlying risks in pricing and valuation, which arise when mortality, morbidity or lapse
experience deviate from expectations.

Insurance risk is managed using two approaches:

Underwriting

Underwriting risk is the risk of loss where the underwriting decision inappropriately accepts, or rejects a risk. The Company’s
underwriting philosophy is to ensure that insurance risk is only accepted consistent with risk appetite and chosen pricing terms.
Key controls in the underwriting process include the application and maintenance of the delegation of authority framework, and
underwriting policy and associated rules and guidelines.

Retrocession management

Retrocession is used to manage the volatility of insurance risk and to limit the exposure to significant, individual or aggregated
risks or risk concentratians.

The credit risk section of this note provides information about the Company’s credit risk exposure in respect of retrocession
receivables at the year-end date.

Claims management and review of claims liabilities

The Company has a documented claims management policy, claims procedures and claims delegation of authority frarmework.

Claims are subject to the following controls:

» processes to ensure all liabilities are captured, updated on a timely basis and paid to the extent of the sum insured once they
have been assessed for their eligibility; and

= total claims liabilities are reviewed and validated by an actuary and reviewed on a minimum annual basis by the Appointed
Actuary

The Company's approach to determining policy liabilities and the related sensitivities is set out in note 3 Actuarial methods and
assumptions.

Asset Liability Matching

The principal aims of the Company’s Asset Liability Management (ALM) are to malch assets to the liabilities arising from
insurance and investment contracts by reference to the type of benefits payable to contract holders and, to achieve long term
investment returns in excess of its obligations under insurance and investment contracts. A separate portfolio of assets is
maintained for each distinct category of liabilities. The Company’s ALM also forms an integral part of the insurance risk
management policy, to ensure in each period, sufficient cash flow is available to meet liabilities arising from insurance contracts.
ALM is reviewed regularly and implemented via the investment guidelines of the Company.

Financial market risk

Financial market risk is the risk that assets or liabilities may be impaired by movements in financial market prices or rates, such as
equity prices. interest rates, credit spreads or foreign exchange rates. It is managed for the Company by Financial Risk
Management, an independent corporate function. Financial market risk exists for policyholders and shareholders and is a
fundamental characteristic of the Company’s business.
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All activities involving financial market risk are subject to limits at various levels of the organisation. In addition to an overall Group
limit for market and credit risk, Swiss Re has established limits by risk factor and business area — including limits for the Group’s
external investment managers. The Asset Management unit determines a more detailed set of risk limits for its portfolio
mandates. In addition the Company’s Investment Guidelines contain local constraints on the permissible asset mix and limits.
These limits are set in order to target and reduce particular types of risks.

The Company is required to record its investment assets at fair value, with unrealised movements in market value recognised as
income or expense in the period in which they occur. Accordingly, the full extent of exposure to market movements is reflected in
the Statement of Financial Position. The Company manages market risk by maintaining a balanced portfolio with an appropriate
spread selection and duration of investment assets to support the underlying policy liabilities.

Currency risk. equity and other market price risk and interest rate risk are components of market risk.

Currency Risk

The Company operates in Australia and New Zealand and assets are held in original currency to match the expected reinsurance
contract liabilities. A residual foreign exchange translation exposure results from net assets of the New Zealand branch. A 3%
strengthening of the Australian dollar against the New Zealand dollar would decrease ‘Other comprehensive income’ and Equity
by $4.9 million (2020: $4.3 million) and a 3% weakening of the Australian dollar against the New Zealand dollar would have had
the equal but opposite effect to these amounts. Furthermore the Company has a foreign exchange risk as a result of expenses
incurred in foreign currencies.

Equity and Other Market Price Risk

The Company’s exposure to equity securities price risk arising from the change in fair value of investments held by the Company
as a result of changes in levels of equity indices and the value of individual shares. Price risk alse exists for unit trust investments
held by the Company whereby trust exit prices are impacted by equity, property and other price changes in the trusts’
investment portfolios.

Interest rate risk

Interest rate risk is the risk to the Company’s earnings arising from movements in interest rates, including changes in the absolute
levels of interest rates, the shape of the yield curve, the margin between different yield curves and the volatility of interest rates.
Interest rate risk arises from interest bearing financial assets and financial liabilities in various activities of the Company.
Management of those risks is decentralised according to the activity.

Interest rate risk arises to the extent that there is an economic mismatch between the timing of payments to life policyholders and
the duration of the assets held.

Management of various risks associated with investments are subject to the relevant regulatory requirements governed by the Life
Act. The Company is required to satisfy capital adequacy requirements, including holding statutory reserves to cater for interest
rate risk to the extent that assets are not matched against liabilities. The Company manages interest rate and other market risks
pursuant to an asset and liability management policy that has regard to the Board's target surplus for capital as advised by the
Appointed Actuary.

The following table summarises how changes in key variables would impact the Company’s investment assets and financial
position at the respective year-end dates:

in thousands of Australian dollars Change in variable Impact upon Profit and Equity after Tax
2021 2020 2021 2020

Adverse change in risk variable:

Interest rates +50bps +50bps (13.269) (12,414)

Equity market prices +10% +10% {1,397) (1.243)

Credit spreads +50bps +50bps (14.178) (12,541)

Favourable change in risk variable;

Interest rates -60bps -50bps 13.861 13,065
Equity market prices -10% -10% 1.397 1,243
Credit spreads -50bps -50bps 13.895 13.042
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Credit Risk

Credit risk represents the potential of loss arising from failure of a debtor or counterparty to meet its contractual obligations or
due to a credit downgrade of a counterparty. The Company’s maximum exposure to credit risk is the carrying amount of each
recognised financial asset as indicated in the Statement of Financial Position.

Credit limits are assigned at Group level as well as by Business Unit. by corporate counterparty and country. These limits are
based on a variety of factors, including the prevailing economic environment, the nature of the underlying credit exposures and a
detailed internal assessment of the counterparty’s financial strength, industry position and other qualitative factors. Group Risk
Management is also responsible for regularly monitoring corporate counterparty credit quality and exposures, and compiling
watch lists of cases that merit close attention.

Credit risk is managed and monitored by dedicated Credit Risk Management teams, supported by a Group-wide credit exposure
information system that contains all relevant data, including counterparty details, ratings, credit risk exposures, credit limits and
watch lists.

A key counterparty risk for the Company occurs due to the use of retrocession, as large loss events or cumulative losses on
retroceded portfolios may lead to a significant counterparty exposure. For the Company, the predominant counterparty exposure
is with Swiss Reinsurance Company Ltd (SRZ) in Zurich. The net exposure to SRZ at 31 December 2021 is $2,170 million (2020:
$2.355 million).

Credit Quality

The majority of investment assets are unsecured. However, the Company seeks to minimise its credit risk by appropriate
selection and spread of investment assets. This is managed through the investment guidelines set by the Board of the Company.
There are no material exposures in respect of other financial assets and financial liabilities. The Company also performs a review
of doubtful debts in relation to outstanding amounts due from clients.

The following table is a summary of credit ratings for rated investment assets which include cash and cash equivalents, deposits
and debt securities.

in thousands of Australian dollars AAA Ady A BBB Mat rated Total
2021

Cash and cash equivalents 13,999 107,234 11,136 - = 132,369
Trade and other receivables 9,052 2,196 373,735 49,601 281,264 715,848
Financial assets at fair value through profit or loss 862,500 283,974 390,108 258,940 = 1,795,623
Retrocessionaires’ share of life insurance contract

liabilities 5 = 1,218,048 - - 1,218,048
Total 885,551 393,404 1,993,026 308,541 281,264 3,861,786
in thousands of Australian dallars AL AN A BEB Mot rated Tolal
2020

Cash and cash equivalents & 88,084 12,067 = & 100,181
Trade and other receivables 3,005 47356 442,594 1142 292,758 744,234
Financial assets at fair value through profit or loss 523,195 512,310 621,168 197,067 17,767 1,871,607
Retrocessionaires’ share of life insurance contract

liabilities - 1,269,424 15,874 = = 1,275.298
Total 526,200 1,864,653 1,091,703 198,209 310,525 3,991,190

The Company does not have financial assets that are past due or have been impaired at either the 2021 or 2020 year-end dates.

Liquidity Risk
Liquidity risk is the risk that the Company is not able to meet its debt obligations or other cash outflows as they fall due because
of an inability to liquidate assets or obtain adequate funding when required.

The Company's exposure to liquidity risk stems mainly from two sources: the need to cover potential extreme loss events and
regulatory constraints.

To manage liquidity risks, Swiss Re has a range of liquidity policies and measures in place. In particular, the Group aims to ensure
that:

s Sufficient liguidity is held to meet funding requirements even under adverse circumstances;

= Funding is charged and credited at an appropriate market rate through internal transfer pricing;
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u Diversified sources are used to mest Swiss Re's residual funding needs; and 3
' Lorig-term liquidity needs.are.taken irtg account inthe planning précess and in the management of financial market fisk.

Swiss Re's care liquidity policy is to retain sufficient liquidity. in the form.of unencumbered liquid assets and:cash, to.fiset
potential funding requirements arising from a range of possible stress events. To allow for regulatory restrictions.on.intra=dgrbup
funding. liquidity is managed within.gfoups-of entities, known as liguidity pools. The amount of liguidity held-in each pag! is
largely determined by intefnal lijuidity stress tests, which éstimate the potential funding requirements stemming from.extreme

itss events.

Group T_reasu’__rV_ reviews liguidity positions.for the Company semi-annually {armore frequently &s necessary), to assessthe
liguidity sources and reguirerments.

The following table summarises the maturity profile o'f'the Cormpany's ﬁnancia_liap'd.k:nsurance-[i'abilitie's at the respective balance
dates, based on the uridiscountied contractdal obligations rernairing,

Undisggunted cantractual ohligationsremaining

Groater than

.inthousands of Australiandolfars - Carrying value Upio 1 year 110 B years 8 years: Total
2021 '

Trade and other payables 359591 3595681, - - 359,597
Provisions 71,038 71,038. - - 71,038
Life'insurance contract iiabilities assumed 2182.859 808,630 846,600 1,951,680 3,4086:910;
Life nvestment contract liabilities assumed- _ 84,301 19.499 45,405 19,393 84301
Total _ 2,697,789 1.258,758 692009 1,971,073 3.921,840

in thowsands of Austrahan doliars
2020

Trade and.other. payables -
Provisions

Life insuranie contract liabilities-assumed
Life invesurient contract liabilities assumead
Total

Operational Risk _

Operational risk arises from inadeduate-or failed internal processes, people or.systems risks or external gvents, including
‘compliance risk-and financial reporting misstatement risk. These risks can alsé-arise for SRLHA from its operational
dependencies within the:wider Swiss Re Groupand from distribution and administrative arrangements with external parties.

Since Swiss Re doesnit receive an éxplicit finaneial return for the eperational risk inherant within business procesies, the
approach to managing operational risk differs from the gproach appliad to other risk classes. Swiss Re has implémented a
methadology, based on the cancept of three lines of defence; designed to.achieve a strong, cohérent aid- group-wide operational
risk culture built on the overriding principles of ownership-and accountability. This methodology is implemented in the Company,

The ultimate goal.of opérational risk management'is not ta eliminate operational risk per se but to identify, assess, pre-emptively
‘manage, and to-cost effectively remediatewhere the risk-excoéds the Company’s tolerance for éxpected and/or potentially
$evere operational [osses. When assessing 'ope_rat'_ional risk, the primary decision s whether additional actions.and resources are
reeded to reduce riskto desired tevels. and that such decisions'are properly reflected within risk assessments completed Y
responsibile management (within.self-asséssments), based on.a centrally cioordinat_edmetho‘dqlbgy.

‘The management o'f'_operational_-r’iskjat the Company is monitored using-businiess Risk and Control Self-Assessments, which are
prepared by key. risk takers reported to the Board Risk Committee half-yearly.
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23. Cash flow information

Reconciliation of net profit after tax to net cash provided by operating activities

in thousands of Australian dollars 2021 2020
Net (loss)/profit after tax (19.607) 43,4256
Add items classified as investing activities:
Net realised and unrealised loss 65,677 24,392
Net profit after tax provided by operating activities 46,070 67,817
Change in assets and liabilities excluding impact of foreign exchange revaluation:
Decrease/{increase) in current and deferred tax assets 5,771 (63,802)
Decrease /(increase) in trade and other receivables 28,386 (61,439)
Increase in capitalised software (129) (1,618)
(Decrease)/increase in net life insurance contract liabilities (101,910) 27,343
Increase in trade and other payables 62,138 29,008
(Decrease)/increase in provisions (18.359) 66,633
Net cash provided by operating activities 21,967 63,942
Cash and cash equivalents

2021 2020
Cash at bank 107,234 88,084
Deposits at call 11,136 12,067
Short term investments 13,999 s
Total 132.369 100,151

Deposits at call are presented as cash equivalents if they have an original maturity of three months or less.

24. Capital expenditure commitments

The Company has not entered into any contracts for capital expenditure which have not been provided for in the financial

statements.

25. Contingencies

The Company does not have any contingent liabilities other than those already recognised in Note 15.

26. Events occurring after the year-end date

The Directors of the Company are not aware of any matters or circumstances that have occurred since the end of the financial
year that have significantly affected or may significantly affect the operations of the Company, the results of those operations or

the state of affairs of the Company in subsequent financial years.
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Directors’ declaration

In the Directors’ apinion:

{a) The financial statements and notes set out on pages 6 to 37 are in accordance
with the Corporations Act 2001, including:

(i) complying with Australian Accounting Standards, the Corporations
Regulations 20017 and other mandatory professional reporting requirements;
and

(i) giving a true and fair view of the Company's financial position as at 31
December 2021 and of its performance for the year ended on that date; and

(b) there are reascnable grounds to believe that the Company will be able to pay its
debts as and when they become due and payable.

The financial statements comply with International Financial Reporting Standards as
issued by the International Accounting Standards Board.

This deglaration is made in accordance with a resolution of the Directors.

S Ooi
Managing Director

Sydney,
28 March 2022
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ndependent Auditor's Repart

To the shareholder of Swiss Re Life & Health Australia Limited

\We have audited the Financial Report of Swiss The Financial Report comprises:

Re Life & Ith ralia Limited (th ; . ) L
Gllie:8rFeattAusali:Limbed (theCompany) Statement of Financial Position as at

In our opinion, the accompanying Financial 31 December 2021,
Report of the Company is in accordance with the

_ . . Statement of Comprehensive Income,
Corporations Act 2001, including: " P

Statement of Changes in Equity, and
e giving a true and fair view of the Company’s Statement of Cash Flows for the year then
financial position as at 31 December 2021 ended;
and of its financial performance for the year

« Notes including a summary of significant
ended on that date; and ” 2 g

accounting policies; and
e complying with Australian Accounting
Standards and the Corporations Regulations
2001.

s Directors’ Declaration.

Basis for opinion

We conducted our audit in accordance with Australian Auditing Standards. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Our responsibilities under those standards are further described in the Auditor’s responsibilities for
the audit of the Financial Report section of our report.

We are independent of the Company in accordance with the Corporations Act 20017 and the ethical
requirements of the Accounting Professional and Ethical Standards Board's APES 110 Code of Ethics
for Professional Accountants (including Independence Standards) (the Code) that are relevant to our
audit of the Financial Report in Australia. We have fulfilled our other ethical responsibilities in
accordance with these reguirements.

Other Information

Other Information is financial and non-financial information in Swiss Re Life & Health Australia
Limited's annual reporting which is provided in addition to the Financial Report and the Auditor’s
Report. The Directors are responsible for the Other Information.

Our opinion on the Financial Report does not cover the Other Information and, accordingly, we do not
express an audit opinion or any form of assurance conclusion thereon.

In connection with our audit of the Financial Report, our responsibility is to read the Other
Information. In doing so, we consider whether the Other Information is materially inconsistent with

the Financial Report or our knowledge obtained in the audit, or otherwise appears to be materially
misstated.
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We are required to report if we conclude that there is a material misstatement of this Other
Information, and based on the work we have performed on the Other Information that we obtained
prior to the date of this Auditor's Report we have nothing to report.

Responsibilities of the Directors for the Financial Report

The Directors are responsible for:

e preparing the Financial Report that gives a true and fair view in accordance with Australian
Accounting Standards and the Corporations Act 20017;

« implementing necessary internal control to enable the preparation of a Financial Report that
gives a true and fair view and is free from material misstatement, whether due to fraud or
error; and

« assessing the Company's ability to continue as a going concern and whether the use of the
going concern basis of accounting is appropriate. This includes disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting unless they
either intend to liquidate the Company or to cease operations, or have no realistic alternative
but to do so.

Auditor’s responsibilities for the audit of the Financial Report

Our objective is:

e 10 Obtain reasonable assurance about whether the Financial Report as a whole is free from
material misstatement, whether due to fraud or error; and

e toissue an Auditor’s Report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with Australian Auditing Standards will always detect a material misstatement when it
exists.

Misstatements can arise from fraud or error. They are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of the Financial Report.

A further description of our responsibilities for the audit of the Financial Report is located at the
Auditing and Assurance Standards Board website at:

hito://www.auasb.gov.au/auditors responsibilities/ar3.pdf This description forms part of our Auditor's
Report.

LMY GLWL{_@L/UL&

KPMG Julia Gunn
Partner

Sydney

28 March 2022
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