CIGNA Life Insurance New Zealand Limited
Financial Statements

For the year ended 31 December 2010



CIGNA LIFE INSURANCE NEW ZEALAND LIMITED
Statement of Financial Position
As at 31 December 2010

Note 2010
$'000

Assets
Current assets
Cash and cash equivalents 11 37,001
Insurance receivables 12 5,310
Other receivables 13 5,275
Current tax receivable 10 -
Financial assets at fair value through profit or loss 14 5,250
Policy loans 339
Non-current assets
Financial assets at fair value through profit or loss 14 69,238
Property, plant and equipment 15 1,184
Intangible assets 16 677
Total Assets 124,274
Liabilities
Current liabilities
Trade and other payables 17 8,041
Other liabilities 18 1,072
Insurance liabilities 22 7,738
Non-current liabilities
Deferred tax liability 19 21,707
Life insurance contract liabilities 19 (17,649)
Total Liabilities 20,909
Net Assets 103,365
Equity
Contributed equity 21 500
Retained earnings 21 102,865
Total Equity 103,365

These financial statements were authorised for issue by the signatories below on 6 September 2011:

On behalf of the board

Director
Director

/R /’R

The notes on pages 5 to 31 are an integral part of these financial statements.
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2009
$'000

36,904
5,982
2,925

54
6,441
543

63,090
1,404
806
118,149

9,500
1,118
9,129

19,629
(12,799)
26,577
91,572

500

91,072
91,572
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CIGNA LIFE INSURANCE NEW ZEALAND LIMITED
Statement of Comprehensive Income
For the year ended 31 December 2010

Note

Premium revenue

Premium revenue from insurance contracts 6
Outwards reinsurance expense

Net premium revenue

Other revenue

Investment revenue 7
Fee and other revenue

Net other revenue

Payments under policies

Claims expense 8
Inwards reinsurance 8
Net claims expense

Change in life insurance contract liabilities 19
Other expenses 9
Reversal of doubtful debt provision 13

Net claims and operating expenses

Profit before tax

Income tax expense 10
Profit after tax

Other comprehensive income

Total comprehensive income attributable to
the members of CIGNA Life Insurance NZ

The notes on pages 5 to 31 are an integral part of these financial statements.

2010
$'000

59,340
(4,478)
54,862

6,328
334
6,662

(13,159)
610

(12,549)

3,478
(35,753)
1,671

(43,153)

18,371

(2,078)

16,293

16,293

2009
$'000

56,722

(4,108)
52,614

2,691
304
2,995

(15,923)
1,440
(14,483)

9,692
(35,249)

(40,040)

15,569
(1,876)
13,693

13,693
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CIGNA LIFE INSURANCE NEW ZEALAND LIMITED
Statement of Changes in Equity
For the year ended 31 December 2010

Opening balance 1 January 2009

Total comprehensive income 2009 - profit

Transactions with equity holders in their capacity as equity holders:

Dividend payment ($12 per share) 21
Balance 31 December 2009

Total comprehensive income 2010 - profit

Transactions with equity holders in their capacity as equity holders:

Dividend payment ($9 per share) 21

Balance 31 December 2010

The notes on pages 5 to 31 are an integral part of these financial statements.

Share capital Retained Total
Earnings
$'000 $'000 $'000
500 83,379 83,879
- 13,693 13,693
- (6,000) (6,000)
500 91,072 91,572
- 16,293 16,293
- (4,500) (4,500)
500 102,865 103,365
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CIGNA LIFE INSURANCE NEW ZEALAND LIMITED
Statement of Cash Flows
For the year ended 31 December 2010

Note

Cash flows from operating activities

Premiums received

Reinsurance received

Interest received
Dividends received
Fee income
Claims expenses
Reinsurance paid

Payments to suppliers and employees

Commissions paid

Income taxation (paid) received
Net cash inflow from operating activities

Cash flows from investing activities

Inflow from sale of property, plant and equipment
Outflow from purchase of property, plant and equipment
Inflow from sale of intangible assets

Outflow from purchase of intangible assets

Inflow from sale of investments

Outflow from purchase of investments

Cash (outflow) inflow from investing activities

Cash flows from financing activities
Repayment of loan to related party
Investment in (repayment of) related party

Dividend payment

Net cash inflow (outflow) from financing activities
Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Cash is represented by:

Cash at bank and in hand
Short-term bank deposits

The notes on pages 5 to 31 are an integral part of these financial statements.

10 (b)
28

11
11

2010
$'000

59,770
735
5,003
166
334
(14,496)
(3,947)
(24,690)
(13,413)

9,462

(123)

(427)
14,574

(18,795)
@,771)
%)

(4,500)
(4,594)

97
36,904
37,001
18,276

18,725
37,001

2009
$'000

56,999
2,629
5,245

154

304
(16,244)
(4,768)
(23,187)
(14,116)
(17)

6,999

119
(243)

(488)
13,538

(17,809)
(4,883)

1,772
103

(3,930)

(2,055)
61
36,843
36,904
6,156

30,748
36,904
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CIGNA Life Insurance New Zealand Limited
Statement of Significant Accounting Policies
For the year ended 31 December 2010

Statement of Compliance

CIGNA Life Insurance New Zealand Limited (the Company) is a profit oriented entity incorporated and
domiciled in New Zealand. The Company was incorporated on 13 December 1967. These financial statements
cover the 12 month period to 31 December 2010. The Company’s principal products and services comprise the
selling and administration of life insurance and life investment contracts. The Company is a reporting entity for
the purposes of the Financial Reporting Act 1993.

The Company is a limited liability company. The address of its registered office is Level 25, Majestic Centre 100
Willis Street, Wellington, New Zealand.

Basis of preparation

The financial statements are for the Company as a separate legal entity and have been prepared in accordance
with Generally Accepted Accounting Practice in New Zealand (NZ GAAP). They comply with New Zealand
equivalents to International Financial Reporting Standards (NZ IFRS) and other applicable financial reporting
standards as appropriate for profit oriented entities.

The financial statements comply with International Financial Reporting Standards (IFRS).

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

Unless otherwise stated, all amounts are rounded to $000’s and are expressed in New Zealand currency.

The preparation of financial statements in conformity with NZ IFRS requires the use of certain critical accounting
estimates. It also requires management to exercise its judgement in the process of applying the Company’s
accounting policies. The areas involving a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the financial statements have been disclosed in notes 1 and 2.

Significant Accounting Policies

(a) New standards adopted by the Company
The accounting policies adopted are consistent with those of the previous financial year. No new standards have
been adopted this year.

(b) Policies not yet enacted

The following new standards, amendments or interpretations to existing standards are not yet effective and have
not been early adopted by the Company:

NZ IFRS 9 ‘Financial Instruments’ (released and approved in November 2009 and 2010) represents the
beginning of re-writing the current financial instruments standard, NZ IAS 39. It reduces the classifications and
measurement methods available for financial assets from four to two, being amortised cost or fair value through
profit or loss and revises financial liability requirements. Further amendments to policies applied under NZ 1AS
39 are expected but not yet finalised. NZ IFRS 9 will be mandatory for the accounting period beginning 1 July
2013. It’s adoption not expected to have a material impact on the Company's financial statements.

NZ IFRS 13 ‘Fair Value Measurement’ consolidates all requirements for the measurement of fair value. NZ IFRS
13 is effective for annual periods beginning on or after 1 January 2013. It is not expected to have a material
impact on the Company's financial statements.

NZ IAS 24 - Related Party Disclosures (2009). This standard, on adoption, supersedes NZ IAS 24 - Related
Party Disclosures (2004). The revised Standard simplifies some of the disclosure requirements, clarifies the
definition of a related party and provides a partial exemption from the disclosure requirements for government-
related entities. This standard is effective for annual reporting periods beginning on or after 1 January 2011. It is
unlikely that changes arising from NZ IAS 24 will materially impact disclosures in the financial statements.
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CIGNA Life Insurance New Zealand Limited
Statement of Significant Accounting Policies
For the year ended 31 December 2010

FRS-44 ‘New Zealand Additional Disclosures’ sets out New Zealand-specific disclosures for entities that have
adopted New Zealand equivalents to International Financial Reporting Standards (NZ IFRSs). These disclosures
have been relocated from NZ IFRSs to clarify that these disclosures are additional to those required by
International Financial Reporting Standards (IFRSs). The Standard supports the objective of harmonising
financial reporting standards in Australia and New Zealand. FRS-44 is effective from 1 July 2011. It is not
expected that any material change in disclosures will be required on adoption.

(¢) Segment reporting

A business segment is a group of assets and operations engaged in providing products or services that are subject
to risk and returns that are different to those of other business segments. A geographical segment is engaged in
providing products or services within a particular economic environment and is subject to risk and returns that are
different to those of segment operations in other economic environments. As the Company is not an issuer as
defined in section 4 of the Financial Reporting Act 1993, NZ IFRS 8: Operating Segments does not apply and has
not been adopted.

(d) Accounting for Life Insurance Business

The life insurance operations of the Company comprise the selling and administration of contracts which are
classified as either life insurance contracts or life investment contracts. Contracts that include both investment
and insurance elements are separated, where practicable, into these two elements and reported accordingly.
Where it is not practicable to separate the two elements the contract will be recognised as a life insurance
contract.

Life insurance contracts involve the acceptance of significant insurance risk. Insurance risk is defined as
significant if and only if, an insured event could cause an insurer to pay significant benefits in a wide range of
scenarios, excluding scenarios that lack commercial substance (i.e. have no discernible effect on the economics of
the transaction). 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. The insured benefit is either not
linked or only partly linked to the market value of the investment held by the Company, and the financial risks are
substantially borne by the Company. Any products that do not meet the definition of a life insurance contract are
classified as life investment contracts.

Life investment contracts include investment-linked contracts where the benefit amount is directly linked to the
market value of the investments held in the particular investment-linked fund. While the underlying assets are
registered in the name of the Company and the investment-linked policy owner has no direct access to the specific
assets, the contractual arrangements are such that the investment-linked policy owner bears the risks and rewards
of the fund’s investment performance. The Company derives fee income from the administration of investment-
linked policies and funds.

(e) Revenue

Life premium revenue

Premium revenue is earned on life insurance contracts. Premiums with a regular due date are recognised as
revenue on a due basis. Premiums with no due date are recognised as revenue on a cash received basis. Deposit
components of life insurance contracts are not revenue and are treated as movements in policy holder liabilities.
Where it is not practicable to split out the insurance and investment elements of a contract all premiums have
been recognised as revenue.

Investment revenue

Dividends and distributions — Revenue is recognised when the right to receive payment is established. Dividends
are recorded as income at the date the shares become “ex-dividend”.
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CIGNA Life Insurance New Zealand Limited
Statement of Significant Accounting Policies
For the year ended 31 December 2010

Interest income — Interest income is recognised on a time proportion basis that takes into account the effective
yield on the financial asset.

Fair value gains and losses — Fair value gains and losses on financial assets at fair value through profit or loss are
recognised through Investment Revenue in the Statement of Comprehensive Income in the period in which they
arise.

Fee and other revenue
Fee revenue on investment contracts and other services provided by the Company is recognised in the period
services are provided.

() Claims expense

Insurance contracts

Claims incurred relate to life insurance contracts and are treated as expenses. Claims are recognised when the
liability to the policyholder under the policy contract has been established, or upon notification of the insured
event depending on the type of claim.

Claims in respect of investment account and investment linked business are recognised when the policies
concerned cease to participate, in whole or in part, in the earnings of the relevant fund. Where it is not practicable
to split out the insurance and investment elements of a contract all claims have been recognised as an expense.

Maturity claims are recognised on the policy maturity date. Surrenders are recognised when paid. Death and all
other claims are recognised when the liability to the policyholder under the policy contract has been established.

Provision has been made for the estimated cost of all claims notified but not settled at reporting date. The
Company has also made an additional provision for the estimated cost of claims incurred but not reported at
balance date (IBNR).

Life investment contracts

There is no claims expense in respect of life investment contracts. Surrenders and withdrawals which relate to
life investment contracts are treated as a movement in life investment contract liabilities. Surrenders are
recognised when the policyholder formally notifies of their intention to end the policy previously contracted to.

Unrecouped acquisition costs attaching to life investment contracts surrendered are recognised as a reduction in
the carrying value of deferred acquisition costs.

(g) Reinsurance
Reinsurance premiums and recoveries are recognised separately as revenue and expenses in the Statement of
Comprehensive Income over the period of indemnity of the reinsurance contract.

Reinsurance and other recoveries receivable on paid claims, reported claims not yet paid, IBNR (Incurred But Not
Reported), and unexpired risk liabilities are recognised as revenue. Recoveries receivable are assessed in a
manner similar to the assessment of outstanding claims. Recoveries receivable are measured as the present value
of the expected future receipts, calculated on the same basis as the liability for outstanding claims.

(h) Basis of expense apportionment

Expenses are incurred in relation to the acquisition and maintenance of life insurance and life investment
contracts, in addition to expenses incurred with respect to investment management and other administrative
activities. Acquisition costs are 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 are the fixed and variable costs of managing investment funds. Maintenance costs are the
fixed and variable costs of administrative policies subsequent to sale and maintaining the Company’s operations
such as that they are sufficient to service in-force policies. All other expenses are considered to be maintenance
costs incurred to administer existing life insurance and life investment contracts.

Expenses of the Company are either:
Direct costs; where they are directly attributable to life insurance and life investment products.
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CIGNA Life Insurance New Zealand Limited
Statement of Significant Accounting Policies
For the year ended 31 December 2010

Indirect costs; all other expenses relating to the acquisition, maintenance and investment management activities
associated with life insurance and life investment contracts which are booked in cost centres and have been
incurred in relation to more than one business activity.

(i) Policy acquisition costs

Policy acquisition costs comprise the fixed and variable costs of acquiring new business, including commission,
advertising, policy issue and underwriting costs, agency expenses and other sales costs. Acquisition costs are
initially recorded in the Statement of Comprehensive Income, with any amounts to be deferred then taken to the
Statement of Financial Position as a Deferred Acquisition Cost (DAC).

(j) Deferred acquisition costs are recognised for the products below:

Life insurance contracts

The proportion of life insurance contract acquisition costs not recovered by specific charges received from the
contract holder at inception is deferred provided that these amounts are recoverable out of future product margins.
The deferred amounts are recognised in the Statement of Financial Position as a reduction in life insurance
liabilities and are amortised through the Statement of Comprehensive Income over the expected duration of the
relevant policies.

Life investment contracts
Acquisition costs incurred in acquiring a life investment contract are deferred, as an asset on the Statement of
Financial Position, and amortised over the periods of expected future benefit.

(k) Taxation

Current tax

Current tax is calculated by reference to the amount of income taxes payable or recoverable in respect of the
taxable profit or loss for the period in each jurisdiction. It is calculated using tax rates and tax laws that have been
enacted or substantively enacted by reporting date. Current tax for current and prior periods is recognised as a
liability (or asset) to the extent that it is unpaid (or refundable).

Deferred tax

Deferred tax is accounted for using the comprehensive balance sheet liability method in respect of temporary
differences arising from differences between the carrying amount of assets and liabilities in the financial
statements and the corresponding tax base of those items.

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates expected to apply when
the assets are recovered or the liabilities are settled, based on the tax rates enacted or substantively by reporting
date.

Deferred tax assets are recognised to the extent that it is probable that profits will be available against which
deductible temporary differences or unused tax losses can be utilised. Current and deferred tax balances
attributable to amounts recognised directly in equity are also recognised directly in equity.

Goods & services tax (GST)

The Statement of Comprehensive Income and Cash Flow Statement are stated exclusive of GST where inputs are
recoverable. In these circumstances the GST is included in the related asset or expense. All other components are
stated inclusive of the non-recoverable portion of GST. All items in the Statement of Financial Position are stated
net of GST, with the exception of receivables which include GST invoiced.

(1) Financial assets backing insurance business

The Company has determined that, all assets held are assets backing life insurance contracts and life investment
contracts with the exception of property, plant and equipment and investments in controlled entities. Such assets
have been valued at fair value through profit or loss wherever the applicable standard allows.

Fair value is determined as follows:

e Cash assets, bank overdrafts, and short-term deposits are carried at face value of the amounts deposited or
drawn. This approximates fair value.
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CIGNA Life Insurance New Zealand Limited
Statement of Significant Accounting Policies
For the year ended 31 December 2010

e Shares listed on stock exchanges: fair value is taken as the bid price of the instrument. If the market for a
financial asset is not active (and for unlisted securities), the Company establishes fair value by using
valuation techniques. These include the use of recent arm’s length transactions, analysis, and option pricing
models, making maximum use of market inputs and relying as little as possible on entity-specific inputs.

e Receivables are carried at book value, which is the best estimate of fair value, as they are settled within a
short period.

e Policy loans are carried at the recoverable amount represented by the present value of the outstanding cash
flows adjusted for any impairment. Policy loans do not meet the definition of a financial instrument.

e Fixed Interest securities: fair value is based on quoted market prices, where available, or calculated
discounted cash flow models based on current market rates.

Derivative financial instruments
The Company does not use derivative financial instruments and has no mandate to do so.

(m) Financial Assets
The Company classifies its financial assets into the following categories: at fair value through profit or loss and

loans and receivables.

i. Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading. A financial asset is
classified in this category if acquired principally for the purpose of selling in the short-term. Derivatives are
also categorised as held for trading unless they are designated as hedges. Assets in this category are classified
as current assets.

ii. Loans and receivables

Loans and receivable are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. They are included in current assets, except for maturities greater than 12 months
after the balance sheet date. These are classified as non-current assets. The Company’s loans and receivables
comprise “trade and other receivables” and “cash and cash equivalents” on the Statement of Financial Position.

Recognition and measurement

Regular purchases and sales of financial assets are recognised on the trade-date — the date on which the Company
commits to purchase or sell the asset. Investments are initially recognised at fair value plus transaction costs for
all financial assets not carried at fair value through profit or loss. Financial assets carried at fair value through
profit or loss are initially recognised at fair value and transaction costs are expensed in the Statement of
Comprehensive Income. Financial assets are derecognised when the rights to receive cash flows from the
investments have expired or have been transferred and the Company has transferred substantially all risks and
rewards of ownership. Financial assets at fair value through profit or loss are subsequently carried at fair value.
Loans and receivables are carried at amortised cost using the effective interest method.

Gains or losses arising from changes in the fair value of the ‘financial assets at fair value through profit or loss*
category are presented in the Statement of Comprehensive Income within ‘investment revenue’ in the period in
which they arise. Dividend income from financial assets at fair value through profit or loss is recognised in the
Statement of Comprehensive Income as part of investment income when the Company’s right to receive
payment is established.

(n) Property, plant and equipment

Property, plant and equipment is stated at historical cost less accumulated depreciation. Historical cost includes
expenditure that is directly attributable to the acquisition of the items. Subsequent costs are included in the
asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is probable that future
economic benefits associated with the item will flow to the Company and the cost can be measured reliably.
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