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The Board of Directors is pleased to present the financial statements of Mitsui
Sumitomo Insurance Company Limited - New Zealand Branch, incorporating the
auditor’s report for the year ended 31 March 2011.




Mitsui Sumitomo Insurance Company Limited - New Zealand Branch
Income Statement
For the year ended 31 March 2011

Notes
Total Revenue 1
Gross earned premium 2a
Reinsurance expense 3
Net Premium Revenue
Claims Expense 5
Reinsurance'and Other Recoveries
Net Claims Expense
Commissions
Reinsurance commission income
Net Acquisition Costs
Underwriting Result
Operating Expenses 4
Investment income 2b
Sundry income
Net (Loss)/Profit Before Tax
Taxation credit/(eXpense) 6
Net (Loss)/Profit for the Period

Other comprehensive income for the period

Total Comprehensive Income for the Period

The above Income Statement should bé read in conjunction with the accompanying notes.

2011 2010

$ $
77,502,939 9,142,189
7,810,492 8,115,265
(2,103,235) ___ (2,101,230)
5,707,257 6,014,035
(125,545,425) (1,389,521)
69,043,436 483,324
(56,501,989) (906,197)
(293,718) (365,744)
331,186 326,609
37,468 (39,135)
(50,757,264) 5,068,703
(1,042,868)  (1,120,201)
317,630 216,685
194 306
(51,482,308) 4,165,493
24,852 (1,309,533)
(51,457,456) 2,855,960
(51,457,456) 2,855,960
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Mitsui Sumitomo [nsurance Company Limited - New Zealand Branch
Statement of Movement in Head Office Account

For the year ended 31 March 2011

Opening Head Office Balance

(Loss)/Profit for the period

Total comprehensive income for the period
Funding from Head Office/(Repatriation of surplus funds to Head Office)

Closing Head Office Balance

2011 2010
$ $
— 6905866 __5.249.906

(51,457,456) 2,855,960
(51457,456) 2,855,960
39,136,141  (1,200,000)
—-(5415449) __6.905.866

The above Statement of Movement in Head Office Account should be read in conjunction with the

accompanying notes.
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Mitsui Sumitomo Insurance Company Limited - New Zealand Branch
Balance Sheet
As at 31 March 2011

Notes 2011 2010
$ $
Assets
Cash and Cash Equivaients . 48,269,066 8,676,875
Investment in Govermment Stock 8 510,627 517,463
Premium Receivables % 1,810,423 1,450,624
Taxation Receivable 668,067 -
Reinsurance Receivable 397,764 -
Reinsurance Recoveries 19 68,772,000 199,438
Other Current Assets T 638,560 405,826
Property, Plant and Equipment 9 8,602 19,590
Total Assets ; 121,075,109 11,269,816
Liabilities
“Accounts Payable 12 245,134 293,764
Reinsurance Payable 138,937 160,073
Other Current Liabilities 13 160,321 91,933
Outstanding Claims Liability 10 123,112,000 1,069,257
Uneamed Premium Reserve 11 2,361,452 2,047,330
Taxation Payable - 460,049
Due to Related Parties 17 482,714 214,254
Deferred Tax Liability 14 - 27,290
Total Liabilities 126,490,558 4,363,950
Net Assets/(Liabilities) : (5,415,449) 6,905,866
Head Office Account (5,415,449) 6,905,866

The above Balance Sheet should be read in conjunction with the accompanying notes.

For and on behalf of the Board of Directors

Director Director

26 SEP 2011 _ 26 SEP 2011

Date Da_te




Mitsui Sumitomo Insurance Company Limited - New Zealand Branch
Statement of Accounting Policies
For the year ended 31 March 2011

Reporting Entity

The financial statements are for Mitsui Sumitomo Insurance Company Limited - New Zealand Branch. The Branch's
ultimate parent company is MS & AD Insurance Group Holdings, Inc. The "Branch” is a branch of Mitsui Sumitomo
Insurance Company Limited (“the Company”), a company incorporated in Japan and an overseas company registered
under the Companies Act 1993. The Branch provides insurance both directly to other entities and through reinsurance
arrangements. The Branch's principal place of business is Auckland Club Tower, 34 Shortland Street, Auckland, New
Zealand. These Branch financial statements should be read in corijunction with the full financial statements of the
Company. .

The financial statements of the Branch are for the year ended 31 March 2011. The financial statements were authorised
for issue by the Directorsonthe _ 26 of _09F __2011.

Basis of Preparation
Statement of compliance

The financial statements have been prepared in accordance with Generally Accepted Accounting Practice in New
Zealand (NZ GAAP). They comply with the New Zealand Equivalents to Intemational Financial Reporting Standards (NZ
IFRS) and other applicable Financial Reporting Standards as appropriate to profit-oriented entities that qualify for and
apply differential reporting concessions. The Branch is a profit-orientated entity. The Branch is a reporting entity for the
purposes of the Financial Reporting Act 1993 and its financial statements comply with that Act.

The Branch qualifies for differential reporting exemptions as it has no public accountability, and the Branch is govemed
by its head office. All available reporting exemptions allowed under the Framework for Differential Reporting have been
adopted with the exception of NZ IAS 12 - Income Taxes.

Critical Accounting Estimates

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 Branch's accounting
policies. The areas involving a higher degree of judgment or complexity, or areas where assumptions and estimates are
significant to the financial statements, are disclosed in Note 24. These relate to the outstanding claims liability and
reinsurance recoveries in Notes 10 and 19 respectively. The Branch makes estimates and assumptions in respect to
certain key assets and liabilities. Estimates and judgements are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are believed to be reasonable under the
circumstances. :

Basis of Measurement

The financial statements have been prepared on historical cost basis, as modified by certain exceptions noted in the
financial statements, with the principal exception being the measurement of invesiments at fair value and the
measurement of the outstanding claims liability and related reinsurance recoveries as set out below.

The financial statements have been prepared on a going concem basis, which the directors believe is appropriate. The

Company has given the Branch an undertaking that it will provide the Branch with financial support to ensure the Branch
is able to discharge its liabilities. The Branch has received capital injections, details of which are described in Note 20.

Presentation and Functional Currency

The Branch’s functional currency is New Zéaland dollars ($). These financial statements are presented in New Zealand
dollars ($). [

Changes in Accounting Policies

The accounting policies have been consisténﬂy applied to all periods presented in these financial statements.




Mitsui Sumitomo Insurance Company Limited - New Zealand Branch
Statement of Accounting Policies
For the year ended 31 March 2011

Insurance Contracts

An insurance confract is defined as a contract under which one party (the insurer) accepts significant insurance risk from
another parly (the policyholder) by agreeing to compensate the policyholder if a specified uncertain insured event
adversely affects the policyholder. The insurance activities of the Branch all arise from general insurance contracts.

‘Premium Revenue

Direct premium comprises amounts charged to the policyholders and reinsurance premium comprises amounts charged

to other insurers (inward reinsurance) net of fire service and earthquake levies collected on behalf of the Government.

The eamed portion of premiums received and receivable, including unclosed business, is recognised as revenue.

Premium is earned from the date of attachment of risk, over the contract period based on the pattern of risks
_ underwritten. Unearned premium is determined using the 365ths method.

Outwards Reinsurance Expense

Premium ceded on reinsurance is recognised as an expense from the date of attachment of risk over the period of

indemnity of the reinsurance contract in accordance with the expected pattern of the incidence of risk. A portion of

outwards reinsurance premium is freated as deferred reinsurance premium and reoogmsed over the period of
reinsurance cover.

Reinsurance premium expense on catastrophe and single risk reinsurance is determined on a straight fine basis over the
financial year based upon a predetermined level of cover, which is periodically adjusted to reflect the actual level of
cover.

~ Reinsurance Commission Income

Reinsurance commission income is earned on business ceded to reinsurers. Commission income is recognised as the
service is performed.

Claims Expense

Claims expense represents payments made on claims and the movement in the outstanding claims liability as described
below.

Outstanding Claims Liability

The central eétimate of outstanding ciaims liabilities is the best estimate of the present value of future projected claims
payments and associated claim handling costs in respect of claims reported but not yet paid, claims incurred but not
reported (“IBNR”) and claims incurred but not enough reported (“IBNER”).

Standard actuarial methods are applied to all classes of business to assess the central estimate of outstanding claims
liabilities. Features and trends of claims experience including claim frequencies, average claim sizes and individual claim
estimates are analysed and assumptions about the future are selected.

A risk margln is added to the central estimate in determining the ou’rstandlng claims liabilities. The risk margln is
designed to increase the probability of the outstanding claxms liabilities proving ultimately to be adequate.

Liability Adequacy Testing

The reserve for unearned premiums includés premiums received for risks that have not yet expired. Generally the
reserve is released over the term of the insurance contract and is recognised as premium income.

A fiability adequacy test is performed at each balance sheet date to assess whether there are any deficiencies in the
unearned premium reserve due to expected future claims and claims costs. The amount of these expected future claims
is estimated using the present value of future claims and expenses plus an additional risk margin to reflect the inherent
uncertainty in those estimated cashflows. This is compared to the uneamed premium reserve net of deferred acquisition
costs. Any deficiency is recognised in the Income Statement after first writing down any deferred acquisition costs. Any
shortfall after having written down acquisition costs is then recognised in the Income Statement with the corresponding
amount recognised in the Balance Sheet as an unexpired risk liability.

The liability adequacy test is performed at the level of a portfolio of contracts that are subject to broadly similar risks and
are managed together as a single portfolio. No deficiency was identified as at 31 March 2011 (2010: Nil).




Mitsui Sumitomo Insurance Company Limited - New Zealand Branch
Statement of Accounting Policies
For the year ended 31 March 2011

Reinsurance Recoveries

Reinsurance recoveries are recognised when due and measured on initial recognition at the fair value of the
consideration receivable. Subsequent to initial recognition, reinsurance recoveries are measured at amortised cost less
impairment. A reinsurance asset is impaired if there is objective evidence as a result of an event that occurred after
initial recognition of the asset that the amounts due may not be received and the amount can be reliably measured. Any
impairment is recognised in the Income Statement.

Acquisition Costs

Acquisition costs incurred in obtaining and recording insurance contracts are deferred and recognised as assets where
they can be reliably measured and where it is probable that they will give rise to revenue that will be recognised in the
Income Statement in subsequent reporting periods. Deferred acquisition costs are measured at the lower of cost and
recoverable amount. Deferred acquisition costs are amortised in accordance with the expected pattern of incidence of
risk under the insurance contract to which they relate.

Tax

Income tax expense comprises cument and deferred tax and is recognised in the Income Statement. Current tax is the
. expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the
réporting date, and any adjustment to tax payable in respect of previous years. Deferred tax is recognised using the
balance sheet method, providing for temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. Deferred tax is measured at the tax rates that
are expected to be applied to the temporary differences when they reverse, based on the laws that have been enacted or
substantively enacted by the reporting date. A deferred tax asset is recognised to the extent that it is probable that future
taxable profits will be available against which temporary difference can be utilised. Deferred tax assets are reviewed at
each reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will be realised.

Goods and Services Tax (GST)

The income Statement has been prepared so that all components are stated exclusive of GST. Allitems in the Balance
Sheet are stated exclusive of GST, with the exception of receivables and payables, which include GST invoiced.
Foreign Currency Transactions

Transactions in foreign cumrencies that are settled in the accounting period are translated at the settiement rate.
Transactions in foreign currency that are not settled in the accounting period, resulting in monetary assets and liabilities

denominated in foreign currencies at the Balance Sheet date are translated to NZD at the foreign exchange rate ruling at
that date. Foreigri exchange differences arising on their translation are recognised in the Income Statement.

Cash and Cash Equivalents

Cash and cash equivalents comprises cash balances on call at bank and cash deposits with an original maturity of
ninety days or less.

Financial Assets

Financial assets have been classified as follows;

Asset NZ IAS 39 Classification Measurement basis
Designated Fair Value through Profit {Measured at fair value with changes

investments or Loss recognised through profit or loss
Premium receivables Loans and receivables Amortised cost less impairment
Reinsurance recoveries : Loans and receivables: ; Amortised cost less impairment
Due from related parties Loans and receivables Amortised cost less impairment
Cash and cash equivalents Loans and receivables Amortised cost less impairment
|Other current assets Loans and receivables Amortised cost less impairment
Reinsurance receivables Loans and receivables Amortised cost less impairment




Mitsui Sumitomo Insurance Company Limited - New Zealand Branch
Statement of Accounting Policies
For the year ended 31 March 2011

Financial instruments are recognised when the Branch becomes a party to the contractual provisions of the instrument.

Financial assets are derecognised if the Branch's contractual rights to the cash flows from the financial assets expire or

if the Branch transfers the ﬁnanclal assets to another party without retaining control or substantially all risks and rewards
- of the asset.

Financial assets are recognised initially at fair value plus, for assets not at fair value through profit or loss, any directly
attributable transaction costs.

Government stock has been designated at fair value through profit and loss as it is held to match the average duration of
a corresponding insurance liability as assets backing general insurance liabilities. The fair value of government stock is
established by reference to quoted bid prices. Interest income is recognised in the Income Statement using the effective
interest rate method.

The Branch also has term deposits which back general insurance liabilities. Term deposits are included in cash and
cash equivalents. Term deposits have a carrying value at year end of $7,200,000 (2010: $7,200,000).

Property, Plant and Equipment

Property, plant and equipment are recorded at cost less accumulated depreciation and impairment losses. Depreciation
is charged to the Income Statement and is recognised on a straight line basis over the useful life of the asset at the
following rates:

Motor vehicles 22%
Office equipment - 36%

The carrying value of assets are assessed annually for indications of impairment.
Premium Receivables

Premium receivables are recognised in the Balance Sheet at their estimated realisable value after providing for non-
payment of premiums in respect of those policies expected to lapse. The collectability of debtors is assessed and
provision is made with regard to past experience.

Financial Liabilities
Financial Liabilities comprise trade and other payables. Financial liabilities are measured at amortised cost.
Impairment -

The carrying amounts of the Branch's assets are reviewed at each balance date to defermine whether there is any
objective evidence of impairment. If any such indication exists, the assets recoverable amount is estimated. An
impairment loss is recognised whenever the camrying amount of an asset exceeds its recoverable amount. Impairment
losses directly reduce the camying amount of assets and are recognised in the Income Statement. The estimated
recoverable amount of recewables is the present value of estlmated future cash flows discounted at the original effective
interest rate.

Estimated recoverable amouint of other assets is the greater of their fair value less costs to sell and value in use. Vaiue
in use is determined by estimating future cash flows from the use and uitimate disposal of the asset and discounting
these to their present value using a pre-tax discount rate that reflects current market rates and the risks specific to the
asset. For an asset that does not generate largely independent cash inflows, the recoverable amount is determined for
the cash-generating unit to which the asset belongs.

Head Office Account

The Branch equity in the form of a Head Office Account represents accumulated retained eamings, repayable at the
discretion of the Branch. As a Branch there are no extemally imposed capital restrictions to which the Branch must
adhere.
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Mitsui Sumitomo Insurance Company Limited - New Zealand Branch
Notes to the Financial Statements
For the year ended 31 March 2011

2011 2010
1 Total Revenue $ $
This comprises:
Gross written premium 8,114,615 8,215,500
Change in uneamed premium provision (304,122) (1(_)0.23§)
Gross Earned Premium 7,810,493 8,115,265
Reinsurance commission income : 331,186 326,609
Reinsurance and other recoveries 69,043,436 483,324
Reinsurance Income 69,374,622 809,933
Investment income 317,630 216,685
Sundry income . 194 306
Total Revenue > 77,502,939 9,142,189
2011 2010
2(a) Premium Revenue $ $
Direct . 7,765,688 7,987,813
Reinsurance : 44,804 127,452
Total Gross Earped Premium 7,810,492 8,115,265
2(b) Investment Income
Financial assets at fair value through profit or loss (designated upon initial recognition) :
Interest income 30,000 30,000
Change in fair value {6,836) (8,463)
Cash and cash equivalents interest income 294,466 195,148
Total Investment Income —_ 317630 ____ 216685
2011 2010
3 Reinsurance Expense $ $
Outward reinsurance premium expense (2,214,566) (2,119,623)
Change in uneamed reinsurance premium provision . 111,331 18,393
(2.103,235) (2,101,230)
2011 i 2010
4 Operating Expenses ) $ $
Management fee 2 688,172 723,899
Fees paid to auditors: ; :
audit s 54,065 36,000
audit related 4,100 4,100
tax 5 11,310 12,941
Depreciation 10,988 10,963
Other expenses 274,233 332,298
Total operating expenses 1,042,868 1,120,201

Audit related fees are for work performed on regutatory retums.







