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AIG INSURANCE NEW ZEALAND LIMITED
DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2024

DIRECTORS’ REPORT

The directors of AIG Insurance New Zealand Limited {the Company) present their report to the shareholder together with
the audited financial statements of the Company for the financlal year ended 31 December 2024.

Directors

The directors of the Company in office at the date of this report are as follows:

A Dixon

G J Cairns (appointed 04 March 2024)

L M Pomfret (appointed 04 March 2024)
M J Daly

M Schubert

T Nagy (resigned 21 November 2024)
SKLee (resigned 01 March 2024)

T Ferrier (resigned 08 January 2024)

Nature of operations and principal activities

The principal activities of the Company during the year were the underwriting of various classes of general insurance and
reinsurance of risks.

Dividends

Dividends totalling $19.0m were paid during the financial year ended 31 December 2024 (2023: NIL).

Review and result of operations

The total comprehensive income attributable to the owners of the Company for the year ended 31 December 2024 was

$55.30m (2023: $37.51m). According to the register of directors’ shareholdings, none of the directors holding office at the
end of the financial year had any interest in the shares or debentures of the Company or its related corporations.

Directors’ use of Company information

During the reporting period the Board received no notices from directors of the Company requesting to use Company
information received in their capacity as directors, which would not otherwise have been available to them.

Disclosures

Pursuant to Section 211 (3) of the Companies Act 1993, the shareholder has agreed that the annual report of the Company
need not comply with Sections 211 {1) {e) to {h) and (j) of the Companies Act 1993.

Auditor

PricewaterhouseCoopers were appointed to undertake the audit of the financial statements for the year ended 31 December
2024.




AIG INSURANCE NEW ZEALAND LIMITED
DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2024

This report is made in accordance with a resolution of the directors.

In the opinion of the directors,

(a) the Statement of Financial Position of the Company as set out on page 10 is drawn up so as to present fairly, in all
material respects, the state of affairs of the Company as at 31 December 2024 and of the results of the business,

changes in equity and cash flows of the Company for the financial year then ended; and

(b} at the date of this statement, there are reasonable grounds to believe that the Company will be able to pay its debts
as and when they fall due.

On behalf of the directors

AT A ¥ UL SIS

M J Daly M Schubert
Director Director
09 April 2025
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Independent auditor’s report
To the shareholder of AlG Insurance New Zealand Limited

Our opinion

In our opinion, the accompanying financial statements of AIG Insurance New Zealand Limited (the
Company), present fairly, in all material respects, the financial position of the Company as at

31 December 2024, its financial performance, and its cash flows for the year then ended in
accordance with New Zealand Equivalents to International Financial Reporting Standards (NZ IFRS)
and International Financial Reporting Standards Accounting Standards (IFRS Accounting Standards).

What we have audited
The Company's financial statements comprise:

e the statement of financial position as at 31 December 2024,

e the statement of profit or loss and other comprehensive income for the year then ended;
e the statement of changes in equity for the year then ended,;

« the statement of cash flows for the year then ended; and

s the notes to the financial statements, comprising material accounting policy information and other
explanatory information.

Basis for opinion
We conducted our audit in accordance with international Standards on Auditing (New Zealand) (ISAs
(NZ)) and International Standards on Auditing (ISAs). Our responsibilities under those standards are
further described in the Auditor’s responsibilities for the audit of the financial statements section of our

report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Independence

We are independent of the Company in accordance with Professional and Ethical Standard 1
International Code of Ethics for Assurance Practitioners (including International Independence
Standards) (New Zealand) (PES 1) issued by the New Zealand Auditing and Assurance Standards
Board and the /nternational Code of Ethics for Professional Accountants (including International
Independence Standards) issued by the International Ethics Standards Board for Accountants (IESBA
Code), and we have fulfitled our other ethical responsibilities in accordance with these requirements.

In our capacity as auditor and assurance practitioner, our firm provides other assurance services. In
addition, certain partners and employees of our firm may deal with the Company on normal terms
within the ordinary course of trading activities of the business. The firm has no other relationship with,
or interests in, the Company.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in
our audit of the financial statements of the current year. These matters were addressed in the context
of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters.

PricewaterhouseCoopers, PwC Tower, 15 Customs Street West, Private Bag 92162, Auckland 1142, New Zealand
T: +64 9 355 8000, Www.pWC.CO.NZ
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Description of the key audit matter

Valuation of the liability for incurred
claims 2024: $360,465,000 2023:
$412,762,000

We considered the valuation of liability for
incurred claims as a key audit matter due
to the complexity involved in the
estimation process and the significant
judgements the Company makes in
determining the balance.

Liability for incurred claims comprises
fulfilment cash flows which have not yet
been paid related to past services
provided under groups of insurance
contracts. The liability includes:

» case estimates;

¢ claims that have been incurred but not
yet reported (IBNR);

= claims incurred but not enough reported
(IBNER);

e indirect claim management expenses;
and

e arisk adjustment, reflecting the
compensation the Company requires
for bearing the uncertainty about the
amount and timing of the cash flows
that arises from non-financial risks as
the Company fulfils insurance contracts.

The liability is discounted to reflect the
time value of money.

The significant judgments and
assumptions used by the Company in
estimating future cash flows, in particular
IBNR and IBNER, include projected
claims, discount rates, inflation rates,
indirect claim management expenses, and
payment patterns. These estimates are
inherently uncertain and can be further
impacted by catastrophe events where
data is limited and as a result requires
greater reliance on experts’ judgement.

Refer to the following notes in the financial
statements: 4.1, 4.2, and 4.4 for further
information on the estimates and
judgements made by the Company.

PwC

How our audit addressed the key audit matter

Our audit procedures included obtaining an
understanding of key claims and actuarial
processes and controls, including key data
reconciliations and the Company’s review of the
actuarial estimates of fulfilment cash flows related to
past services.

Claims case estimate data is a key input to the
actuarial estimates. Accordingly, we:

confirmed, for a sample of claims, case estimates
at the year end were supported by appropriate
management assessment and documentation;

compared on a sample basis the accuracy of the
previous claim case estimates with the
corresponding actual settlement;

inspected a sample of claims paid during the
year to confirm that they were supported by
appropriate documentation and approved within
delegated authority limits; and

tested, on a sample basis, the completeness and
accuracy of data between source and actuarial
valuation models.

Together with PwC actuarial experts we:

considered the work and findings of the
Company's actuary;

evaluated the actuarial models and
methodologies used, by comparing to generally
accepted models and methodologies applied in
the sector and to the prior year, seeking
justification for any variances:

on a sample basis, checked the accuracy of the
calculations within the models:

assessed key actuarial judgements and
assumptions including projected claims, discount
rates, inflation rates, indirect claim management
expenses, and payment patterns, comparing
these with our expectations based on the
Company'’s historical experience and our own
sector knowledge;

evaluated the underlying methodology used to
derive the risk adjustment, including the
significant assumptions.
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Our audit approach
Overview

Materiality Overall materiality: $3,257,000, which represents approximately 1% of
Insurance Revenue.

We chose Insurance Revenue as the benchmark because, in our view, itis a
key metric used in assessing the performance of the Company and is a
generally accepted benchmark for insurance companies. We selected 1%
based on our professional judgement, noting that it is also within the range of
commonly accepted revenue related benchmarks.

Key audit matters As reported above, we have one key audit matter, being:
o Valuation of the liability for incurred claims.

As part of designing our audit, we determined materiality and assessed the risks of material
misstatement in the financial statements. In particular, we considered where management made
subjective judgements; for example, in respect of significant accounting estimates that involved
making assumptions and considering future events that are inherently uncertain. As in all of our audits,
we also addressed the risk of management override of internal controls, including among other
matters, consideration of whether there was evidence of bias that represented a risk of material
misstatement due to fraud.

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an
opinion on the financial statements as a whole, taking into account the structure of the Company, the
accounting processes and controls, and the industry in which the Company operates.

Materiality
The scope of our audit was influenced by our application of materiality. An audit is designed to obtain
reasonable assurance about whether the financial statements are free from material misstatement.
Misstatements may arise due to 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 statements.

Based on our professional judgement, we determined certain quantitative thresholds for materiality,
including the overall materiality for the financial statements as a whole as set out above. These,
together with qualitative considerations, helped us to determine the scope of our audit, the nature,
timing and extent of our audit procedures, and to evaluate the effect of misstatements, both
individually and in the aggregate, on the financial statements as a whole.

Other information
The Directors are responsible for the other information. The other information comprises the
information included in the Annual Report, but does not include the financial statements and our
auditor's report thereon. Other than the Climate Statement which we will receive at a later date, we
have received all the other information expected to be included in the Annual Report.

Our opinion on the financial statements does not cover the other information and we do not and will
not express any form of audit opinion or assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated.

PwC 7
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If, based on the work we have performed on the other information that we obtained prior to the date of
this auditor’s report, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this regard.

When we read the other information not yet received, if we conclude that there is a material
misstatement therein, we are required to communicate the matter to the Directors and use our
professional judgement to determine the appropriate action to take.

Responsibilities of the Directors for the financial statements

The Directors are responsible, on behalf of the Company, for the preparation and fair presentation of
the financial statements in accordance with NZ IFRS and IFRS Accounting Standards, and for such
internal control as the Directors determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the Company's
ability to continue as a going concern, disclosing, as applicable, matters related to going concern, and
using the going concern basis of accounting unless the Directors 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 statements

Our objectives are to obtain reasonable assurance about whether the financial statements, as a
whole, are free from material misstatement, whether due to fraud or error, and to issue 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 ISAs (N2) and ISAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and 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 these financial statements.

A further description of our responsibilities for the audit of the financial statements is located at the
External Reporting Board's website at:

https://www.xrb.govt.nz/assurance—standards/auditors-responsibilities/audit-report-Z/
This description forms part of our auditor's report.

Who we report to
This report is made solely to the Company’s shareholder. Our audit work has been undertaken so that
we might state those matters which we are required to state to them in an auditor's report and for no
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the Company and the Company’s shareholder, for our audit work, for this report, or
for the opinions we have formed.

The engagement partner on the audit resulting in this independent auditor's report is Karl Deutschle.

For and behaif of:

Qn@mw(ﬂgm

PricewaterhouseCoopers Auckland
9 April 2025

PwC 8



AIG INSURANCE NEW ZEALAND LIMITED
STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER

2024 2023
(Restated)
Notes $000's $000’s
Insurance revenue 441.1 325,277 289,726
Insurance service expense 44.1.1 (163,912) (384,684)
Net income/(expenses) from reinsurance 4421 (82,186) 152,418
contracts held
Insurance service result 79,179 57,460
Net gains/(losses) on financial assets measured at 5.1.7 5,194 2,705
fair value through profit or loss
Other investment income 5.3 9,686 8,507
Net investment income 14,880 11,212
Net finance (expense)/income from insurance 4411 (4,410) 16,763
contracts issued
Net finance income/(expense) from reinsurance  4.4.2.1 4,236 (16,678)
contracts held
Net insurance finance (expense)/income {174) 85
Net insurance and investment result 93,885 68,757
Other (losses)/income 6 193 (85)
Other operating expenses 6 (17,171) (16,455)
Other finance costs 6 (73) {94)
Profit before income tax attributable to the 76,834 52,123
owners of the Company
Income tax expense 7 (21,537) (14,612)
Profit for the year 55,297 37,511
Other comprehensive income - .
Total comprehensive income attributable to 55,297 37,511

the owners of the Company

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



AIG INSURANCE NEW ZEALAND LIMITED
STATEMENT OF FINANCIAL POSITION

AT 31 DECEMBER

2024 2023
ASSETS Notes $000's $000's
Cash and cash equivalents 9 75,343 146,341
Other receivables 10 8,778 10,773
Financial assets at fair value through profit or loss 5 199,517 85,293
Reinsurance contract assets q 337,887 391,401
Property, plant and equipment 11 1,142 1,502
Right-of-use assets 14 1,339 1,874
Intangible assets 12 6,264 4,292
Deferred tax assets 7 5,965 6,927
Total assets 636,235 648,403
LIABILITIES
Other payables 13 26,114 24,754
Current tax liabilities 5,425 44
Lease liabilities 14 1,802 2,413
Insurance contract liabilities 4 424,387 478,889
Total liabilities 457,728 506,100
EQUITY
Share capital 15.1 105,250 105,250
Other reserves 15.2 43 136
Retained earnings 73,214 36,917
Total equity 178,507 142,303
Total equity and liabilities 636,235 648,403

On behalf of the directors

adadiar 4

M J Daly
Director

09 April 2025

UL SR

M Schubert
Director

The above statement should be read in conjunction with the accompanying notes.
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AIG INSURANCE NEW ZEALAND LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER

Share capital Retalned earnings Other Total equity
reserves
Notes $000's $000's $000's $000's
At 1 January 2024 105,250 36,917 136 142,303
Profit for the year - 55,297 - 55,297
Total comprehensive 105,250 92,214 136 197,600
income for the period
Other reserves movement 151 - - (93) (93)
Dividends paid 16.7 - (19,000) - {19,000)
At 31 December 2024 105,250 73,214 43 178,507
Share capital Retained earnings / Other Total equity
(accumulated losses) reserves
Notes $000's $000's $000's $000's
At 1 January 2023 105,250 {594) 125 104,781
Profit for the year - 37,511 - 37,511
Total comprehensive 105,250 36,917 125 142,292
income for the period
Other reserves movement 15.1 - - 11 11
At 31 December 2023 105,250 36,917 136 142,303

The above statement should be read in conjunction with the occompanying notes.
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AIG INSURANCE NEW ZEALAND LIMITED
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER

2024 2023
(Restated)
Notes $000's $000's
Cash flows from operating activities
Premiums received 4411 322,842 308,911
Reinsurance recoveries received 4.4.2.1 122,677 101,576
Claims and other directly attributable expenses paid 4.41.1 (179,889) (188,790)
Reinsurance premiums paid net of ceding commission 44.21 (147,114) (141,366)
and other directly attributable expenses
Insurance acquisition costs 4.4.1.1 (40,839) (35,314)
Interest received 9,629 9,261
Income tax paid (15,194) (11,910)
Other operating expenses paid (11,805) (15,887)
Net cash generated from operating activities 8 60,307 26,481
Cash flows from investing activities
Purchases of financial assets (162,406) (10,281)
Proceeds from maturities and disposal of financial 53,275 71,713
assets
Purchases of property, plant & equipment and (2,414) (3,163)
software
Net cash generated from/(used by) investing activities (111,545) 58,269
Cash flows from financing activities
Principal paid on leases (667) (685)
Dividends paid {19,000) -
Other reserves movement (93) 11
Net cash used by financing activities (19,760) (674)
Net (decrease)/increase in cash and cash equivalents {70,998) 84,076
Cash and cash equivalents at 1 January 146,341 62,265
Cash and cash equivalents at 31 December 75,343 146,341

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

-@]12
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2.1

AIG INSURANCE NEW ZEALAND LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

GENERAL INFORMATION

AIG Insurance New Zealand Limited (the Company) is a limited liability company and is domiciled in New Zealand.

The sole shareholder of the Company is AIG Asia Pacific Insurance Pte Ltd incorporated in Singapore. The ultimate parent
company is American International Group Inc, (AIG) and is registered in the state of Delaware, USA. The nature of the
operations and principal activities of the Company during the year were the underwriting of various classes of general
insurance and reinsurance risks.

The registered office of the Company is Level 7, Jarden House, 21 Queen Street, Auckland.

The financial statements have been authorised for issue by the Board of Directors on 09 April 2025. The directors do not have
the power to amend these financial statements after issue.

BASIS OF PREPARATION AND STATEMENT OF COMPLIANCE

The financial statements have been prepared in accordance with Generally Accepted Accounting Practice in New Zealand
(NZGAAP). The financial statements comply with New Zealand Equivalents to International Financial Reporting Standards (N2
IFRS) and International Financial Reporting Standards Accounting Standards (IFRS Accounting Standards) as appropriate for
for-profit entities. The financial statements have been prepared in accordance with the Financial Markets Conduct Act 2013
and the Companies Act 1993. They have been prepared under the historical cost convention, as modified by the revaluation
of certain assets as identified in specific accounting policies below. AIG Insurance New Zealand Limited is a for-profit entity
for the purposes of complying with NZ GAAP.

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 are disclosed in Note 3.

All amounts in the financial statements and notes are shown in thousands of New Zealand dollars, rounded to the nearest
thousand, unless otherwise stated.

Application of new and revised standards

The accounting policies adopted by the Company are consistent with those of the previous financial year with the exception
of the adoption by the Company of the following new and revised NZ IFRSs that are effective for financial reporting periods
commencing on or after 1 January 2024:

Material new and revised standard

No new standards have been adopted by the Company for the first time that have had a material financial or disclosure impact
on the Company.

Other new and amended standards

e Amendment to NZ IAS 1, Presentation of Financial Statements — Classification of Liabilities as Current or Non-Current;

» Amendment to NZ IAS 1, Presentation of Financial Statements — Non-Current Liabilities with Covenants;

e Amendment to NZ IFRS 16, Leases — Lease Liability in a Sale and Leaseback; and

e Amendment to NZ IAS 7, Statement of Cash Flows and NZ IFRS 7 Financial Instruments: Disclosures — Supplier Finance
Arrangements.

_@113
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2.2

AIG INSURANCE NEW ZEALAND LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

Other new and amended standards effective for financial periods commencing or on after 1 January 2024 have not had any
material impact on the Company'’s financial statements.

New and amended standards in issue but not yet effective
A number of new standards are issued but not yet effective. Early application is permitted; however the Company has not
early adopted the new or amended standards in preparing the financial statements.

Foreign currencies
These financial statements are presented in New Zealand Dollars (NZD), which is the local currency and the Company’s

functional currency {FC). The Company's FC is based on factors specific to its operations and the primary economic
environment it operates in.

2.2.1 Foreign currency transactions and balances

31

Foreign currency transactions during the year are translated into the functional currency using the rates of exchange prevailing
at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are transiated into the
functional currency at the rates of exchange ruling at the reporting date. Non-monetary assets and liabilities are translated
into functional currency at the rates of exchange prevailing at the date of the transaction or mast recent date of valuation
where they are held at fair value. NZ IFRS 17 requires entities to treat insurance contracts as monetary items, in accordance
with NZ IAS 21, The Effects of Changes in Foreign Exchange Rates, the company translates foreign exchange items into the
company’s function currency.

Foreign exchange gains and losses resulting from the settlement of foreign currency transactions are recognised in the profit
or loss component while the translation of foreign currency denominated monetary assets and liabilities at year end exchange
rates are recognised in the other comprehensive income component of the Statement of Profit or Loss and Other
Comprehensive Income.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

In preparing the financial statements, the Company makes estimates and assumptions that affect the reported amounts of
certain assets and liabilities. These estimates and judgements are continually assessed and are based on historical experience
and other factors, including expectations of future events that are believed to be reasonable under the circumstances. The
critical accounting estimates and assumptions applied in these financial statements are the same as those applied in the
financial statements in the previous financial year with the exception of those impacted by the adoption of the Company of
the new accounting policies.

Use of judgement and estimates

The Company exercises judgement in selecting each of the Company’s accounting policies. NZ IFRS requires management to
select suitable accounting policies, apply them consistently and make judgements and estimates which are reasonable and
prudent when preparing the financial statements. These judgements and estimates are based on management’s knowledge
of current factors and circumstances and prediction of future events and actions. Actual results may differ from those
estimates, possibly significantly.

3.1.1 Judgements and estimates

In the process of applying the Company’s accounting policies, management has made judgements, which have the most
significant effect on the amounts recognised in the financial statements. The details of which are included in the following
notes:

* judgements made related to insurance contracts issued, see Note 4.2.1; and

_@LM
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AIG INSURANCE NEW ZEALAND LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

«  judgements made related to the classification and impairment of financial assets, see Note 5.1.1 and Note 5.1.4.2.

Management considers the below accounting estimate and the related assumption to be its most critical accounting estimate
and, accordingly, provides a reference to the relevant note in which these are discussed in detail.

*  An explanation of the significant estimates and assumptions used in estimating the liability for incurred claims and loss
adjustment expenses, including claims incurred but not reported (IBNR), see Note 4.2.2.1.

4 INSURANCE CONTRACTS

4.1 Summary of material accounting policies for insurance contracts
4.1.1 Measurement approach

The Company uses the Premium Allocation Approach (PAA) as its measurement model for all its insurance contracts issued
and reinsurance contracts held.

The Company issues general insurance contracts to individuals and companies. These include property, financial lines,
casualty, travel, and personal accident products. These products offer protection of a policyholder's assets and
indemnification of other parties that have suffered damage as a result of a palicyholder's accident.

The Company does not issue any contracts with direct participating features.
4.1.2 Definition and classification

A contract is recognised as an insurance contract if it involves the assumption by the Company of significant insurance risk.
Insurance risk is transferred to the Company where it agrees to compensate a policyholder if a specified uncertain future
event, other than those caused by changes in a financial variable such as interest and foreign exchange rates, adversely affects
the policyholder. The Company uses judgement to assess whether a contract transfers insurance risk (i.e., if there is a scenario
with commercial substance in which the Company has the possibility of a loss on a present value basis) and whether the
insurance risk accepted is significant. Once a contract has been classified as an insurance contract, it remains an insurance
contract until derecognised even if the insurance risk becomes insignificant during this period.

In the ordinary course of business, the Company places reinsurance with affiliated and unaffiliated reinsurance and insurance
companies in order to manage exposures by limiting its maximum net loss arising from large risks or catastrophic events and
protect the capital position of the Company. A reinsurance contract is deemed to transfer significant insurance risk
if it transfers to the reinsurer substantially all of the insurance risk from the reinsured portion of the underlying insurance
contracts, even if it does not expose the reinsurer to the possibility of a significant loss.

A variety of traditional types of reinsurance contracts held are used in connection with the Company's risk management
strategy, see Note 18. These include the internal quota share treaty which applies across all lines of business after any
facultative reinsurance and the internal aggregate accident year stop loss treaty which provides protection against aggregate
net retained losses after the quota share treaty. The accident year stop loss treaty provides effective protection against
adverse loss experience with significant risk and volatility ceded to reinsurers within the AIG Group (the Group) including
adverse attritional, severity and catastrophe loss experience. Facultative reinsurance is also used to manage large policy
specific individual risk exposures.

All references to ‘insurance contracts’ in these financial statements apply equally to insurance contracts issued {including
assumed reinsurance contracts from reinsurance and insurance companies) and reinsurance contracts held, unless specifically
stated otherwise.

ﬂ]ﬂﬁ
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AIG INSURANCE NEW ZEALAND LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

4.13 Combination and separation of insurance contracts

Before measuring an insurance contract under the requirements of NZ IFRS 17, the Company evaluates whether the contract
contains components that could be combined or separated. For sets or series of insurance contracts with the same or a related
counterparty, the Company assesses whether to combine those contracts into a single contract based on the overall
commercial effect of the arrangement.

The Company applies NZ IFRS 17 to all remaining components of the contract that are not separated. Where multiple
insurance components are incorporated into a single contract, these multiple insurance components are measured separately
where facts and circumstances indicate that separation more appropriately reflects the econemic substance of the contract.
Where a set or series of insurance contracts is issued to the same or a related counterparty and achieves, or is designed to
achieve, an overall commercia! effect, the Company combines the set or series of contracts as a whole to reflect the economic
substance of the individual contracts.

4.1.4 Unit of account

The Company identifies portfolios of insurance contracts that are subject to similar risks and man aged together. Each portfolio
is further disaggregated into groups of insurance contracts that are issued within a calendar year (annual cohorts) and are:

a. contracts that are onerous at initial recognition;
b. contracts that at initial recognition have no significant possibility of becoming onerous subsequently; or
C. a group of remaining contracts.

These groups represent the level of aggregation at which insurance contracts are initially recognised and measured. Once
established at initial recognition, the composition of the groups is not reassessed subsequently.

For each portfolio of contracts, the Company determines the appropriate level at which reasonable and supportable
information is available to assess whether these contracts are onerous at initial recognition and, for the remaining contracts,
whether they have no significant possibility of becoming onerous subsequently. This level of granularity determines sets of
insurance contracts. The Company uses judgement to determine the level at which the Company has reasonable and
supportable information that is sufficient to conclude that all contracts within a set are sufficiently homogeneous that they
can be allocated to the same group without performing an individual contract assessment. Where no such information is
identified, insurance contracts are allocated to a group on the basis of a contract-by-contract review. Although all insurance
contracts are eligible for and measured applying the PAA, the Company identified onerous groups of contracts applying the
general grouping requirements of NZ IFRS 17 that are based on profitability described above.

Portfolios of reinsurance contracts held are assessed for aggregation separately from portfolios of insurance contracts issued
and, unless the economic substance of the Company’s rights and obligations under reinsurance contracts held meet the
separation requirements, a group of reinsurance contracts held may provide coverage for underlying contracts that are
included in different groups. Within a portfolio, the Company aggregates reinsurance contracts held issued within a calendar
year (annual cohorts) into groups of:

a. contracts for which there is a net gain at initial recognition;
b. contracts that at initial recognition, there is no significant possibility of a net gain arising subsequently; or
c. other remaining contracts.

Reinsurance contracts held are assessed for grouping purposes on an individual contract basis.
4.1.5 Recognition and derecognition

The Company initially recognises a group of insurance contracts issued from the earlier of the following:
* The beginning of the coverage period;

® The date when the first payment from a policyholder in the group becomes due or, if there is no due date, is actually
received; and

* The date when the Company determines that the group becomes onerous.

-@3’16
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AIG INSURANCE NEW ZEALAND LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

The Company recognises a group of reinsurance contracts held that cover losses of separate (underlying) Insurance contracts
on a proportionate basis (proportionate or quota share reinsurance) at the later of:

*  The beginning of the coverage period of the group of reinsurance contracts held; or

= The date of initial recognition of any underlying contract.

A group of reinsurance contracts held that cover aggregate losses from underlying contracts in excess of a specified amount
(non-proportionate reinsurance contracts, such as excess of loss reinsurance) is recognised at the beginning of the coverage
period of the group.

Only contracts that meet the recognition criteria at the reporting date are included within the groups. Where contracts meet
the recognition criteria after the reporting date, they are added to groups in the reporting period in which the recognition
criteria are met, subject to meeting the annual cohorts’ requirements. The composition of groups is not reassessed in
subsequent periods.

Accounting for contract modification and derecognition

An insurance contract is derecognised when:

* itis extinguished (i.e., when the obligation specified in the insurance contract expires or is discharged or cancelled); or
= the contract is modified, subject to certain conditions being met.

Where the terms of a contract are modified by agreement between the parties to the contract or by a change in regulation,
the Company derecognises the original contract and treats the modified contract as a new contract. The relevant conditions
are that:
a. Ifthe modified terms had been included in the contract at its inception:
i. The modified contract would not have been within scope of NZ IFRS 17;
ii. The Company would have separated different components from the host contract, resulting in different insurance
components to which NZ IFRS 17 is applied;
iii. The modified contract would have a substantially different contract boundary; or
iv. The modified contract would have heen in a different group.
b. The original contract was accounted for under the PAA, but the modifications mean that the contract no longer meets
the eligibility criteria for that approach.

When an insurance contract accounted for under the PAA is derecognised, adjustments to remove related rights and

obligations and account for the effect of the derecognition result in the following amounts being charged immediately to

profit or loss:

a. Ifthe contract is extinguished, any net difference between the derecognised part of the Liability for Remaining Coverage
(LRC) of the original contract and any other cash flows arising from extinguishment;

b. ifthe contract is transferred to the third party, any net difference between the derecognised part of the LRC of the original
contract and the premium charged by the third party;

c. ifthe original contract is madified resulting in its derecognition, any net difference between the derecognised part of the
LRC and the hypothetical premium the entity would have charged had it entered into a contract with equivalent terms as
the new contract at the date of the contract modification, less any additional premium charged for the modification.

4.1.6 Measurement

4,1.6.1 Fulfilment cash flows (FCF)
Fulfilment cash flows within the contract boundary
The FCE are current estimates of the future cash flows within the boundary of each contract in the group that the Company
expects to collect from premiums and disburse for claims and related expenses, adjusted to reflect the timing and uncertainty
of those amounts. Given the Company applies PAA to all insurance contracts issued and reinsurance contracts held, estimates

of FCF are only required for groups of contracts deemed to be onerous and the Liability for Incurred Claims (LIC).

The estimates of future cash flows are:
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® A probability weighted mean of the full range of expected outcomes;

* Reflective of the perspective of the Company, provided that estimates of any relevant market variables are consistent
with observable market prices for those variables;

¢ Current, reflecting conditions existing at the measurement date; and

¢ Explicit — the Company estimates the adjustment for non-financial risk separately from other estimates. Cash flows are
also estimated separately from the adjustment for the time value of money and financial risk, except where the most
appropriate measurement technigque combines these estimates.

The estimates for future cash flows are adjusted using the current discount rates to reflect the time value of money and the

financial risks related to those cash flows, to the extent that financial risks are not included in the estimates of future cash

flows. The discount rates applied to the future cash flows:

* Reflect the time value of money, the characteristics of the cash flows and the liquidity characteristics of the insurance
contracts;

® Are consistent with observable current market prices (where available) for financial instruments with cash flows with
characteristics similar to those of the insurance contracts, including in terms of timing, currency and liquidity; and

*  Excludes the effect of factors that influence the observable market prices but that do not impact the future cash flows of
the insurance contracts.

An explicit risk adjustment for non-financial risk is estimated separately from other components of measurement. For
contracts measured under the PAA, provided the contracts are not oneraus, the explicit risk adjustment for non-financial risk
is only estimated for the LIC. However, if the contracts are expected to be onerous, the risk adjustment for non-financial risk
is included in the measurement of the LRC.

In the measurement of reinsurance contracts held, the present value of the probability weighted mean of future cash flows
includes an aliowance for potential credit losses and other disputes of the reinsurer to reflect the non-performance risk of the
reinsurer.

The Company uses consistent assumptions to measure the estimates of the present value of the future cash flows for groups
of reinsurance contracts held as for the estimates for the groups of underlying insurance contracts.

The Company estimates FCF at the portfolio level or higher and then apportions such estimates to groups of contracts using
relevant allocation bases.

Contract boundary
The measurement of a group of insurance contracts includes all the cash flows within the boundary of each contract in the
group. The assessment of the contract boundary is reviewed every reporting period.

Cash flows are within the boundary of an insurance contract if they arise from substantive rights and obligations that exist
during the reporting period in which the Company can compel the policyholder to pay premiums or the Company has a
substantive obligation to provide the policyholder with insurance contract services. A substantive obligation to provide
insurance contract services ends when:
a. The Company has the practical ability to reprice the risks of the particular policyholder and, as a result, can set a price or
level of benefits that fully reflects those risks; or
b. Both of the following criteria are satisfied:
i The Company has the practical ability to reassess the risks of the portfolio of insurance contracts that contains the
contract and, as a result, can set a price or level of benefits that fully reflects the risk of that portfolio; or
ii. The pricing of the premiums up to the date when the risks are reassessed does not take into account the risks that
relate to periods after the reassessment date.

In assessing the practical ability to reprice, the Company considers all risks transferred from the policyholder to the Company,
such as insurance risk and financial risk; with other non-policyholder risks, such as lapse or surrender and expense risk, being
excluded.
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Riders, being optional add-on provisions to a basic insurance policy that provide additional benefits to the policyholder at an
additional cost which are issued together with the main insurance contracts form part of a single insurance contract with all
the cash flows within its boundary.

Cash flows outside of the boundary of the insurance contract are excluded from measurement. These cash flows relate to
future insurance contracts.

For groups of reinsurance contracts held, cash flows are within the contract boundary if they arise from substantive rights and
obligations of the Company that exist during the reporting period in which the Company is compelled to pay amounts to the
reinsurer or in which the Company has a substantive right to receive insurance contract services from the reinsurer.

The Company's quota share reinsurance contracts are renewed annually and have an unlimited duration until cancelled.
The contracts are cancellable for new business with a prior notice period from either party. This cancellation period is
considered in determining the contract boundary of the reinsurance contracts. Estimates of future cash flows arising from all
underlying contracts either: issued at the reporting date; or, expected to be issued during the cancellation period after the
reporting date, are included in each of the reinsurance contracts’ measurement.

The accident year stop loss reinsurance contracts held provide coverage for claims incurred during an accident year.
Therefore, all cash flows arising from claims incurred and expected to be incurred in the accident year are included in the
measurement of the reinsurance contracts held.

Cash flows that are not directly attributahle to a portfolio of insurance contracts are recognised in other general operating
expenses as incurred.

Insurance acquisition cash flows

Insurance acquisition cash flows represent cash flows arising from the costs of selling, underwriting and starting a group of
insurance contracts (issued or expected to be issued). Such costs include:

»  Costs directly attributable to individual contracts and groups of contracts; and

= Costs directly attributable to the portfolio of insurance contracts to which the group belongs.

The Company uses a reasonable and consistent method to allocate insurance acquisition cash flows as follows:
a. Insurance acquisition cash flows that are directly attributable to a group of insurance contracts:
i To that group; and
ii. to groups that include insurance contracts that are expected to arise from the renewals of the insurance contracts in
that group.
b. Insurance acquisition cash flows directly attributable to the portfolio of insurance contracts that are not directly
attributable to a group of insurance contracts, to groups in the portfolio.

Where insurance acquisition cash flows have been paid or incurred prior to the recognition of the related group of insurance
contracts in the Statement of Financial Position, a separate asset for insurance acquisition cash flows is recognised for each
related group.

An asset for insurance acquisition cash flows is derecognised and included in the measurement of the group of insurance
contracts when the group to which they are allocated is initially recognised. Where, in a reporting period, the Company only
recognises some of the insurance contracts expected to be included in the group, the Company determines the related portion
of the asset for insurance acquisition cash flows for the group on a systematic and rational basis, taking into consideration the
expected timing of recognition of contracts in the group. The Company derecognises that portion and includes it in the
measurement of the group of insurance contracts.

At the end of each reporting period, the Company assesses the recoverability of any asset for insurance acquisition cash flows.
If facts and circumstances indicate that the asset may be impaired, the Company adjusts the carrying amount of the asset and
recognises an impairment loss in profit or loss. To the extent that an impairment condition no longer exists or has improved,
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the Company recognises a reversal of some or all of an impairment previously recognised and increases the carrying amount
of the asset.

Other pre-recognition cash flows

Before a group of insurance contracts is recognised, the Company could recognise an asset or liability for any cash flows
related to a group of insurance contracts other than insurance acquisition cash flows either due to the occurrence of the cash
flows or due to the requirements of another NZ IFRS accounting standard. Cash flows are related to a group of insurance
contracts if they would have been included as FCF at initial recognition of the group if they had been paid or received at that
date. These cash flows are included within the measurement of the related portfolios of insurance contracts issued or
reinsurance contracts held.

Risk adjustment for non-financial risk

The risk adjustment for non-financial risk is the compensation the Company requires for bearing the uncertainty about the
amount and timing of the cash flows that arises from non-financial risk as the Company fulfils insurance contracts, see Note
4223,

For reinsurance contracts held, the risk adjustment for non-financial risk represents the amount of risk being transferred by
the Company to the reinsurer.

4.1.6.2 Initial and subsequent measurement — Groups measured under the PAA

The Company uses the PAA for measuring insurance contracts where:
* Thecoverage period of the contracts is one year or less; or

® The Company has determined that the LRC measured under the PAA for a group of insurance contracts would not differ
materially from the LRC measured under the General Measurement Model (GMM).

The Company has determined that all insurance contracts issued and reinsurance contracts held by the Company are eligible
to apply the PAA and the Company has elected to apply this measurement model to all insurance contracts.

For insurance contracts issued, insurance acquisition costs are deferred and recognised over the coverage period of the
contracts in a group.

Carrying amount of LRC on initial recognition
For insurance contracts issued applying PAA, the Company measures the LRC for the group of insurance contracts:
a. atthe amount of premiums received, if any, in cash; minus
b.  any insurance acquisition cash flows paid at that date; plus or minus
¢. any amounts arising from the derecognition at that date of:
i. any asset for insurance acquisition cash flows; and
ii. any other asset or liability previously recognised for cash flows related to the group of contracts.

For reinsurance contracts held, the asset for remaining coverage is measured at the amount of ceding premiums paid.

Subsequent measurement

For insurance contracts issued, the carrying amount of a group of insurance contracts at the reporting date is the sum of:
a. TheLRC, measured as discussed below: and

b. The LIC comprising the FCF related to past service allocated to the group at the reporting date.

At each subsequent reporting date, the LRC for a group of insurance contracts is comprised of:

a. The amount of the LRC at the beginning of the period; plus

b. Premiums received in cash during the period; less

¢. Insurance acquisition cash flows paid; less

d. Amounts of expected premiums recognised as insurance revenue for services provided in the period; plus

E;l 20

pwec



AIG INSURANCE NEW ZEALAND LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

e. Amortisation of insurance acquisition cash flows recognised as insurance service expenses for services provided in the
period; plus or minus

f. The effect of any currency exchange differences on the LRC; and plus or minus

g. An adjustment to a financing component.

Where a policyholder remits premiums to an intermediary that is acting as an agent of the Company, premiums are recognised
as received when the premiums are received in cash from the intermediary.

For reinsurance contracts held, the carrying amount of a group of insurance contracts at the reporting date is the sum of:

a. The asset for remaining coverage (ARC): and

b. The asset for incurred claims recoveries (AIC), comprising the FCF related to past service allocated to the group at the
reporting date.

At each subsequent reporting date, the ARC for a group of reinsurance contracts held is comprised of:

a. The amount of ARC at the beginning of the period; plus

b. Ceding premiums paid in cash during the period; less

¢.  Amounts of ceding premiums net of commissions recognised as reinsurance expenses for services received in the period;
plus or minus

d. The effect of any currency exchange differences on the ARC; and pius or minus

e. An adjustment to a financing component.

As is the case for LIC that is measured applying the GMM, the AIC is measured using the GMM as the PAA simplification only
applies to ARC.

Adjustment to a financing component

Where insurance contracts in a group of insurance contracts have a financing component, the Company adjusts the carrying
amount of the LRC to reflect the time value of money and the effect of financial risk using the discount rates determined at
initial recognition to the extent the adjustment is material.

Onerous contracts

Where a group of insurance contracts is onerous, either at initial recognition or subsequently, the Company increases the
carrying amount of the LRC to be equivalent to the FCF determined under the GMM, with the increase recognised immediately
in insurance service expenses and presented as a loss component of the LRC for the group. In subsequent periods, the
Company amortises the loss component of the LRC, decreasing insurance service expenses. The reversal of the loss component
is based on the passage of time over the remaining coverage period of contracts included within the onerous group. Where
facts and circumstances indicate that the expected profitability of the onerous group during the remaining coverage period
has changed, the Company remeasures the FCF, applying the principles of the GMM, and recognises any change in the FCF by
adjusting the loss component and recognising the change in insurance service expense.

Reinsurance contracts held

When a loss is recognised on initial recognition of an onerous group of underlying insurance contracts, the Company adjusts
the carrying amount of the ARC for a related reinsurance contract held by the amount of income recognised in profit or loss
and establishes or adjusts a loss recovery component of the ARC for the amount of income recognised. The Company adjusts
the loss recovery component to reflect changes in the loss component of an onerous group of underlying insurance contracts.

4.1.7 Amounts recognised in statement of profit or loss and other comprehensive income
4.1.7.1 Insurance service result from insurance contracts issued
Insurance revenue

Insurance revenue for the period depicts the transfer of promised insurance services at an amount that reflects the portion
of consideration the Company expects to be entitled to in exchange for those services.
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For all the groups of contracts measured under the PAA, the Company allocates expected premium receipts and recognises
insurance revenue during the coverage period based on the passage of time.

Insurance service expenses

Insurance service expenses include the following:

* Incurred claims and benefits excluding investment components, including an estimate for claims incurred but not
reported at the reporting date;

*  Otherincurred directly attributable insurance service expenses;

* Amortisation of insurance acquisition cash flows;

® Changes that relate to past service (i.e., changes in FCF relating to the LIC);

® Changes that relate to future service — losses (and reversals of losses) on onerous groups of insurance contracts from
changes in the loss components); and

* Impairment, and reversals of impairment, of an asset for insurance acquisition cash flows.

For contracts measured under the PAA, amortisation of insurance acquisition cash flows is based on the passage of time.
4.1.7.2 Insurance service result from reinsurance contracts held

The financial performance of groups of reinsurance contracts held is presented on a net basis comprising:

* Reinsurance expenses;

* Incurred claims recoveries;

* Otherincurred directly attributable insurance service expenses;

* Effect of changes in risk of reinsurer non-performance, if material;

*  Changes relating to past service (i.e., changes that adjust expected amounts recoverable for incurred claims); and

® Amounts relating to the accounting for onerous groups of underlying insurance contracts issued:
i Income on initial recognition of onerous underlying contracts

Reinsurance expenses are recognised similarly to insurance revenue. The amount of reinsurance expenses recognised in the
reporting period depicts the transfer of reinsurance services received at an amount that reflects the portion of ceding
premium the Company expects to pay in exchange for those services,

For groups of reinsurance contracts held measured under the PAA, the Company recognises reinsurance expenses based on
the passage of time over the coverage period of a group of contracts.

Ceding commissions that are not contingent on claims of the underlying contracts issued reduce ceding premiums and are
accounted for as part of reinsurance expenses.

4.1.7.3 Insurance finance income or expenses

insurance finance income or expenses comprise the change in the carrying amount of the group of insurance contracts arising
from:

* The effect of the time value of money and changes in the time value of money; and

* The effect of financial risk and changes in financial risk.

For groups of insurance contracts measured under the PAA, the amounts comprising insurance finance income or expenses
include the following:

® Interest accreted on the LRC and LIC.

* The effect of changes in interest rates and other financial assumptions; and

* Foreign exchange differences arising fram contracts denominated in a foreign currency.
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The Company includes all insurance finance income or expense for the period in profit or loss and does not apply the Other
Comprehensive Income (OCl) option.

Groups of insurance contracts that generate cash flows in a foreign currency are treated as monetary items for the purposes
of the application of NZ IAS 21.

4.2 Significant judgements and estimates in applying NZ IFRS 17
4.2,1 Judgements

In the process of applying the Company’s accounting policies, management has made the following judgements in applying

NZ IFRS 17.

*  PAA eligibility - qualitative and quantitative PAA eligibility assessment
For insurance contracts and reinsurance contracts that do not automatically qualify for PAA the Company applies a mix
of qualitative and quantitative tests to determine whether the measurement of LRC and ARC would not materially differ
between applying the general measurement model. In 2022 a comprehensive qualitative PAA eligibility test was
performed on sets of contracts. The Company concluded that these contracts met this criterion based on the judgement
of what would be considered material under NZ IFRS 17.

In the current year the Company performed qualitative tests on groups of contracts that were considered to be at the
highest risk of failing PAA eligibility due to changed conditions including the group’s sensitivity to yield curve movements,
updates to the applicable loss ratio sensitivity ranges or significant changes in business mix. The Company determined
that these groups remained PAA eligible.

As per the Company’s PAA eligibility framework, a comprehensive quantitative PAA eligibility test should be performed
for all groups of insurance contracts at least every five years. The next review will be considered again prior to 31
December 2025.

*  Unit of account - use of regulatory valuation classes
The Company used regulatory valuation classes as the basis for identifying NZ IFRS 17 portfolios based on the view that
the definition of a portfolio under the standard is broadly consistent with the grouping principles underlying the valuation
classes.

*  Measurement - fulfilment cash flows
The Company used judgement to determine which cash flows are directly attributable to fulfilling insurance contracts and
accordingly reclassified some of the cash flows from non-attributable to attributable and vice versa.

= Risk adjustment - 75% probability of sufficiency
in determining the risk adjustment for non-financial risk, the Company has adopted 75% as the level of confidence under
the view that applying 75% of probability of adequacy would be consistent with the management’s risk appetite.

4.2.2 Estimates and assumptions

Management considers the accounting estimates and assumptions discussed below to be its critical accounting estimates and,
accordingly, provides an explanation of each below.

In applying the measurement requirements of NZ IFRS 17, the following methods and inputs were used that include significant
estimates.

4.2.2.1 Estimates of future cash flows to fulfil insurance contracts

Classes of business consisting mainly of small business solutions and consumer lines are short-tailed while long-tailed
commercial lines of business include excess and primary liability, Directors and Officers (D&O), professional liability,
employers’ liability and general liability. Due to the prevalence of large commercial exposures and catastraphic losses,
commercial property for the Company has long settlement periods and is relatively long tailed.
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Short-tail classes do not have a significant delay from the date of accident to date of report to the Company and then settled
by the Company. The estimates for these classes are more reliant on the case estimate on Individual claims and utilise loss
development methodologies in the projection of the future development of these case estimates.

Long-tail classes generally relate to coverage where litigation is frequent or where there is an element of bodily injury,
especially in situations with long term injury. For these classes it may take some time from the date of accident for the claim
to emerge and for claims to be settled from notIfication date due to the time taken to establish liability. Estimation of ultimate
net indemnity losses and loss expenses for long-tail lines of business is a complex process and depends on a number of factors,
including the class and volume of business involved as well as the complexity of the individual claim and the uncertainty of
the business environment. The assumptions used in this process incorporates the Company’s internal experience and global
benchmarks adopted from AIG Global metrics for annual reserving.

The actuarial methods used by the Company for most long-tail commercial lines include the incurred chain ladder method,
the Bornhuetter-Ferguson method and the expected loss ratio methods. Property and most short-tail classes, such as small
business salutions and travel, use the Incurred chain ladder method with the Bornhuetter-Ferguson method for the most
recent accident year. Other small short-tail classes primarily use the incurred chain ladder method. Exceptional large claims
or catastrophic loss, to the extent that these distort the historical development, are often removed from the analysis and
considered separately.

LIC represents the obligation to pay claims reported but not yet paid, IBNR and other incurred insurance service expenses
such as claims handling costs.

At the end of the year a provision is made for the estimated cost of claims incurred but not paid at the reporting date, including
the cost of claims IBNR to the Company.

The estimation of outstanding claims incurred but not paid takes into account all expected future gross claim payments and
associated claim handling costs. The Company takes all reasonable steps to ensure that it has the most appropriate and up-
to-date information available when making these estimates. However, whilst the Company considers that the provision for
outstanding claims is fairly stated on the basis of information currently available to them, the ultimate liability may vary as a
result of subsequent information and events and may result in significant adjustments to the amounts provided.

The Company recognises large claims based on case estimates on the basis that these case estimates represent the
probability-weighted mean of the likely scenarios and does not hold Incurred But Not Enough Reported (“IBNER”) provision
unless there is specific information available against which specific manual allowance for 1BNER is applied on a case to case
basis. Large claims are defined differently for classes of business.

When estimating the future claims liability, each class of business is examined separately and some or all of the following will
be considered in the projections:

o Previous periods claims statistics

° Impact of large losses

D Inflationary measures

. Changes in regulatory environment

. Historical and likely future trends of recoveries from third parties
U Relevant industry data.

The estimation of claims IBNR is generally subject to a higher degree of uncertainty than those claims already notified. IBNR
claims may not be apparent to the insured until many years after the event that gave rise to the claims.

In estimating the liability for incurred claims at reporting date the Company makes use of models. Through analysis of all
available past experience with respect to numbers of claims, claim payments and changes in estimates of outstanding
liabilities, patterns can be detected. Using these patterns and past experiences, future payments on outstanding claims can
be projected. Data is examined for potential distortions of any abnormal losses, and where abnormal losses do exist these are
assessed separately to relieve any possible distortive effect from the projections.
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The principal assumption underlying the liability estimates is that the Company’s future claims development will follow a
similar pattern to past claims development experience. This includes assumptions in respect of average claim costs, claim
handling costs, claim inflation factors and claim numbers for each accident year. Additional qualitative judgements are used
to assess the extent to which past trends may not apply in the future, for example: one-off occurrences, changes in market
factors such as public attitude to claiming, economic conditions, as well as internal factors such as portfolio mix, policy
conditions and claims handling procedures. Judgement is further used to assess the extent to which external factors such as
judicial decisions and government legislation affect the estimates. Other key circumstances affecting the reliability of
assumptions include variation in interest rates and delays in settlement.

For reinsurance contracts held, assets for incurred claims are determined using the same methods described above.

The Company has extensive reinsurance in place since December 2011. The Company is satisfied that appropriate layers of
reinsurance are in place in respect of exceptional large claims or catastrophic loss.

4.2.2.2 Discount rates

AIG applies a bottom-up approach to deriving the discount rate for each group of insurance contracts. The Company
determines the discount rates based on the New Zealand government bond yield curve, which are then adjusted to account
for the differences between the liquidity characteristics of the group of insurance contracts and the liguidity characteristics
of risk-free financial instruments (known as illiquidity premium). The illiquidity premium impact was previously determined
to be immaterial.

The yield curves that have been used for all products to discount estimates of future cash flows to fulfil insurance contracts
are as follows:

At 31 December Currency 1 year 2 years 3 years 5 years 10 years 25 years
2024 NZD 4.00% 3.87% 3.95% 4.24% 4.83% 5.28%
2023 NZD 5.02% 4.43% 4.27% 4.16% 4.38% 4.59%

4.2.2.3 Risk adjustment for non-financial risk

The risk adjustment for non-financial risk (risk adjustment) represents compensation for uncertainty; estimates are made on
the degree of diversification benefits and expected favourable and unfavourable outcomes in a way that reflects the
Company’s degree of risk aversion.

The Company estimates an adjustment for non-financial risk separately from all other estimates. The risk adjustment is
calculated at the entity level and then allocated down to each group of insurance contracts in accordance with their risk
profiles. For general insurance business, the estimation approach for the risk adjustment, gross of reinsurance, uses a
statistical modelling tool to generate an independent risk coefficient of variation (CoV). The CoV is used as inputs and actuarial
judgement is exercised to derive the gross risk adjustment for non-financial risk. The gross risk adjustment is calibrated at a
75% confidence level after taking into account diversification benefits.

Similarly, the risk adjustment for reinsurance contracts held is calibrated at a 75% confidence level after taking into account
diversification benefits, unless the Accident Year Stop Loss Treaty (AYSL) is triggered. The risk adjustment for loss years
triggered AYSL will be calculated manually to allow for future deterioration.

The risk adjustment assumptions remained the same as the previous years’ valuation. The last review of the risk adjustments
was done as at 31 December 2020. In line with the regional reserving policy, the next risk adjustment review will be considered
again prior to 31 December 2025.

Confidence level
The statistical estimates of outstanding claims are “central estimates”. Risk adjustments over and above the central estimates
have been included.
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Risk grouping

To determine the risk adjustments, the valuation risks are grouped broadly into seven risk adjustment classes, so each class
contains sufficient data. These classes are Accident & Health, Personal Lines, Casualty, Financial Lines, Property, Energy, and
Other Lines.

Adaptive reserve modelling system software

The assessment of independent risk management uses the Adaptive Reserve Modelling System software (ARMs). This tool fits
Generalised Linear Models (GLMs) to the paid and incurred claim ladder models. This is the tool that was used to generate
an independent risk coefficient of variation (CoV) when determining the risk adjustment for non-financial risk.

4.2.2.4 Covid-19 pandemic

The Company has continued to monitor its financial reporting procedures and related governance practices and has
considered the impact of Covid-19 in preparing these financial statements.

While the effects of Covid-19 do not change those areas requiring significant estimation and judgement in the preparation of
financial statements as set out in Note 3, Critical Accounting Estimates and Judgements, it has resulted in estimation
uncertainty in the measurement of LIC arising from potential claims impacts from Covid-19.

The Covid-19 claims are covered under the Company’s comprehensive treaty reinsurance program. Any further developments
are to be covered by all lines Quota Share treaty and the AYSL treaty for 2020/21.

The Company will continue to closely monitor emerging claims experience, legislative outcomes, and wider market
developments.

4.2.2.5 Catastrophe claims

4.3

During January and February 2023 New Zealand was impacted by twa separate weather-related catastrophe (CAT) events:
the Auckland Anniversary Weekend floods and Cyclone Gabrielle.

The Company utilises a bottom-up view to inform its catastrophe assessment which is reviewed quarterly with the AIG's
International Head of Property Claims (AIHPC). The AIHPC coordinates averall International Property CAT exposures as part
of the AIG Global CAT governance process, which ultimately determines overall CAT reserves globally and communicates the
CAT estimates to the Company. As part of the quarterly review with international claims function, the Company’s claims team
review estimates and latest developments on known claims as well as review estimates of potential exposures.

These CAT events are covered under the Company’s comprehensive treaty reinsurance program which includes all lines Quota
Share Treaty and an AYSL treaty. The net impact of these events have been capped by the AYSL treaty for 2023.

Sensitivities analysis to underwriting risk variables

The following table presents information on the sensitivity of insurance contracts assets and liabilities and profit or loss and
equity for reasonable changes in estimates and assumptions for underwriting risk variables. The analysis is presented for the
indicated change in a variable with all other variables remaining constant. In practice, this is unlikely to occur, and changes in
some of the assumptions may be correlated. No changes were made by the Company in the methods and assumptions used
in preparing the above analysis. As possible changes in underwriting variables only impact the LIC for contracts measured
under the PAA, the tables do not include the LRC for these groups of insurance contracts.
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At 31 December 2024

$'000's Impact on LIC and AIC Impact on profit or Impact on equity
loss before income
tax
Expense rates - 1% increase
Insurance contract liabilities 2,125 (2,125) (1,530)
Reinsurance contract assets - - =
Discount rate - 1% increase
Insurance contract liabilities (5,801) 5,801 4,177
Reinsurance contract assets {4,871) (4,871) (3,507)
At 31 December 2023
$'000’'s Impact on LIC and AIC Impact on profit or Impact on equity
loss before Income
tax
Expense rates - 1% increase
Insurance contract liabilities 2,105 (2,105) (1,516)
Reinsurance contract assets - - -
Discount rate - 1% increase
Insurance contract liabilities (5,868) 5,868 4,225
Reinsurance contract assets (5,071) (5,071) (3,651)
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4.4 Amounts reported in the Statement of Financial Position

4.4.1 Contracts measured under the PAA - insurance contracts issued
4.4.1.1 Reconciliation of the liability for remaining coverage and liability for incurred claims

2024 LRC Lc Total
$000’'s
Excluding loss Loss LRC Total Present value of Risk LIC Total
component component future cash flows adjustment
for non-
financial risk

Opening insurance contract liabilities at 1 January 2024 (64,482) {1,645) (66,127) (348,539) (64,223) (412,762) {478,889)
Insurance revenue 325,277 - 325,277 - - - 325,277
Insurance service exp

Incurred claims and other directly attributable expenses (7,024) - (7,024) (124,459) 7,023 (117,436) (124,460)

Losses on onerous contracts and reversal of those losses - 220 220 - - - 220

Insurance acquisition cash flows amortisation (39,673) - (39,673) - - - (39,673)
Total insurance service expenses (46,697) 220 (46,477) {124,459) 7,023 (117,436) (163,913)
Insurance service result 278,580 220 278,800 (124,459) 7,023 (117,436) 161,364
Net finance income from insurance contracts issued (1,202) - (1,202) (2,844) (364) (3,208) (4,410)
Tota! amounts recognised in total comprehensive income 277,378 220 277,598 {127,303) 6,659 (120,644) 156,954
Cash flows

Premiums received (322,842) . {322,842) - - - (322,842)

Claims and other directly attributable expenses paid 6,948 . 6,948 172,941 - 172,941 179,889

Insurance acquisition costs 40,839 - 40,839 - - - 40,839
Total cash flows (275,055) - (275,055) 172,941 - 172,941 {102,114)
Other movements (338) - (338) - - - (338)
Closing insurance contract liabilities at 31 December 2024 (62,497) {1,425) (63,922) (302,901) {57,564) {360,465) (424,387)
Current (59,234) {141,713) (200,947)
Non-Current (4,688) (218,752) (223,440)
Total (63,922) (360,465) (424,387)
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2023 (Restated)! LRC uc Total
$000’s
Excluding Risk adjustment
loss Loss LRC Total FessnEvealel for nonfﬁnancial LIC Total
component future cash flows X
component risk
Opening insurance contract liabilities at 1 January 2023 (47,014) (2,515) (49,529) {223,760) (42,619) (266,379) {315,908)
Insurance revenue 289,726 - 289,726 - - - 289,726
Insurance service expenses
Incurred claims and other directly attributable expenses? (6,661) - (6,661) (321,211) (24,064)  (345,275) (351,936)
Losses on onerous contracts and reversal of those losses - 870 870 - > = 870
Insurance acquisition cash flows amortisation (33,618) - (33,618) - - - (33,618)
Total insurance service expenses (40,279) 870 (39,409) (321,211) (24,064)  (345,275) (384,684)
Insurance service result 249,447 870 250,317 (321,211) (24,064)  (345,275) (94,958}
Net finance income from insurance contracts issued . - - 14,303 2,460 16,763 16,763
Total amounts recognised in total comprehensive income 249,447 870 250,317 (306,908) (21,604) (328,512) {78,195)
Cash flows
Premiums received (308,911} = (308,911) . - - (308,911)
Claims and other directly attributable expenses paid! 6,661 - 6,661 182,128 - 182,129 188,790
Insurance acquisition costs 35,314 - 35,314 - - - 35,314
Total cash flows {266,936) - {266,936) 182,129 - 182,129 (84,807)
Other movements 21 - 21 - - - 21
Closing insurance contract liabilities at 31 December 2023 (64,482) (1,645) (66,127) (348,539) (64,223) {412,762) (478,889)
Current {57,230) (217,399) (274,629)
Non-Current (8,897) {195,363) (204,260)
Total (66,127) {412,762) (478,889)

I LRC for 2023 has been restated to reflect changes as outlined in note 6.2.2 Other operating expenses.
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4.4.2 Contracts measured under the PAA - reinsurance contracts issued
4.4.2.1 Reconciliation of the asset for remaining coverage and incurred claims

2023 ARC AIC Total
$000’s
F::sl uding Loss Present value of Risk adjustment
recovery ARC Total for non- AIC Total
recovery future cash flows .
component financiat risk
component
Opening reinsurance contract assets at 1 January 2024 26,773 1,070 27,843 309,429 54,129 363,558 391,401
Net income/{expenses) from reinsurance contracts held
Reinsurance expenses (145,918) - (145,918) - - - (145,918)
Claims recoveries - - - 73,698 (9,824) 63,874 63,874
Claims recoveries and reversals of recoveries on onerous - (143) (143) - - - (143)
underlying contracts
Total net income/(expenses) from reinsurance contracts held (145,918) (143) (146,061) 73,698 (9,824) 63,874 (82,187)
Net finance expense from reinsurance contracts held 622 - 622 3,026 588 3,614 4,236
Total amounts recognised in total comprehensive income (145,296) (143) (145,433) 76,724 (9,236) 67,488 (77.951)
Cash flows
Premiums paid net of ceding commissions and other directly 147,114 - 147,114 - - - 147,114
attributable expenses paid
Reinsurance recoveries - - - (122,677) - (122,677) (122,677)
Total cash flows 147,114 - 147,114 [122,677) - (122,677) 24,437
Closing reinsurance contract assets at 31 December 2024 28,591 927 29,518 263,476 44,893 308,369 337,887
Current 27,675 126,357 154,032
Non-Current 1,843 182,012 183,855
Total 29,518 308,369 337,887
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2023 ARC AlC Total
$000’s
Excluding Risk
loss tass Present value of  adjustment for
recovery ARC Total . AIC Total
recovery future cash flows non-financial
component -
component risk
Opening reinsurance contract assets at 1 January 2023 15,922 1,635 17,557 167,182 31,132 198,314 215,871
Net income/{expenses) from reinsurance contracts held
Reinsurance expenses (130,515) - (130,515} - - - {130,515)
Claims recoveries . - - 257,957 25,541 283,498 283,498
Claims recoveries and reversals of recoveries on onerous
underlying contracts - {565) (585) - - & (565)
Total net income/{expenses) from reinsurance contracts held (130,515) (565) [131,080) 257,957 25,541 283,498 152,418
Net finance expense from reinsurance contracts held - - - (14,134) {2,544) [16,678) (16,678)
Total amounts recognised in total comprehensive income (130,515) (565) (131,080) 243,823 22,997 266,820 135,740
Cash flows
Premiums paid net of ceding commissions and other
directly attributable expenses paid 141,366 141,366 - - - 141,366
Reinsurance recoveries - - {101,576) - {101,576) (101,576)
Total cash flows 141,366 - 141,366 (101,576) - (101,576} 39,790
Closing reinsurance contract assets at 31 December 2023 26,773 1,070 27,843 309,429 54,129 363,558 391,401
Current 23,447 194,063 217,510
Non-Current 4,396 168,495 173,891
Total 27,843 363,558 391,401
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443 Claims development tables

The tables below illustrate how estimates of cumulative claims for the Company have developed over time on a gross and net
of reinsurance basis. Each table shows how the Company's estimates of total claims for each accident year have developed
over time and reconciles the cumulative claims to the amount included in the statement of financial position. Balances have
been translated at the exchange rates prevailing at the reporting date.

The tables present the following:

* Undiscounted estimates of cash outflows for incurred claims and other directly attributable expenses by accident year for
each accident year from 2020, with comparisons to previous estimates of these undiscounted cash outflows;

* The cumulative actual cash payments made for incurred claims and other directly attributable expenses by accident year
from 2020;

® Gross cumulative claims liabilities for accidents years prior to 2020;
* The effect of discounting and the risk adjustment for non-financial risk.
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4.4.3.1 Insurance claims — gross

$000’s 31 December

Loss Year 30 Cumulative gross payments  Gross undiscounted outstanding claims for the five most

November 2020 2021 2022 2023 2024 to date and other directly recent accident years (inflated, undiscounted, without

attributable expenses paid margins)

2020 92,916 83,131 80,777 83,084 99,046 77,227 21,819

2021 90,269 88,563 93,618 91,927 70,563 21,364

2022 88,989 86,430 79,932 53,771 26,161

2023 288,257 270,764 146,792 123,972

2024 107,868 32,960 74,908
Total excluding travel and warranty 268,224
From prior years 26,695
Travel 11,979
Warranty 64
Total 306,962
GUOC for December 2024 loss month 9,500
Effect of discountirg (21,386)
Gross discounted outstanding claims (GDOC) 295,076

without margins

Unallocated loss adjustment expense 7,050
Risk adjustments 57,564
GDOC with margins 359,690
Payments in transit and not yet released 775
LIC at 31 December 2024 360,465

The Company provides information on the gross and net claims development for the current reporting period and the four years prior to it. The Company considers that there is
no significant uncertainty with regard to claims that were incurred more than five years before the reporting period. The best estimate of the Company’s outstanding claims
provision (inflated and undiscounted, excluding indirect claims expenses and risk margin} as at 31 December 2024 was determined by updating the best estimate of the Company’s
outstanding elaims provisions as at 30 November 2024 based on chain ladder projections for the actual and expected experience of the Company during December 2024.
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4.4.3.2 Insurance claims — net of reinsurance

$000’s 31 December

Loss year 30 Cumulative net payments  Net undiscounted outstanding claims (NUOC) for the five

November 2020 2021 2022 2023 2024 to date and other directly  most recent accident years: inflated, undiscounted, without

attributable expenses paid  margins

2020 31,815 28,660 27,967 28,839 34,449 26,811 7,638

2021 31,129 30,236 32,285 31,684 24,268 7,416

2022 30,802 29,929 27,815 18,757 9,058

2023 52,804 50,516 49,643 873

2024 35,010 11,509 23,501
Total excluding travel and warranty 48,486
From prior years 4,001
Travel 3,791
Warranty 15
Total 56,293
NUOC for December 2023 loss month 3,266
Effect of discounting (3,231)
Net discounted outstanding claims (NDOC) 56,328

without margins

Unallocated loss adjustment expense 7,050
Risk adjustments 12,671
NDOC with margins 76,049
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5 FINANCIAL INSTRUMENTS

5.1 Summary of material accounting policies
5.1.1 Classification and measurement

The Company classifies its financial instruments into the following categories: fair value through profit or loss (FVTPL) and
amortised cost (AC); as shown in the following table:

Type of financial instrument Classification  Reason
Financial investments:
Government bonds (including  FVTPL Cash flows represent solely payments of principal and interest
government agencies) (SPPI); hold to collect and sell business model; Fair value option
elected to significantly reduce or eliminate an accounting
mismatch
Corporate debt FVTPL Cash fiows represent SPPI; hold to collect and sell business

model; Fair value option elected to significantly reduce or
eliminate an accounting mismatch

Deposits with financial institutions AC Cash flows represent SPPI; hold to collect business model

Other financial assets and financial
liabilities:

Other receivables excluding AC Cash flows represent SPPI; hold to collect business model
prepayments

Cash and cash equivalents AC Cash flows represent SPPI; hold to collect business model

Short-term deposits with financial AC Cash flows represent SPPI; hold to collect business model
institutions

Lease liability AC Covered under NZ IFRS 16, Leases. See Note 14

Other financial liabilities AC Not held for trading or designated at FVTPL

The Company does not apply hedge accounting.

The classification depends on the Company’s business model for managing its financial assets and the contractual terms of

the cash flows. A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated

as measured at FVTPL.

e The asset is held within a business model whose objective is to hold assets to collect contractual cash flows; and

e The contractual terms of the financial assets give rise on specified dates to cash flows that are SPPI on the principal
outstanding.

5.1.2 Initial recognition and measurement

Financial instruments are recognised by the Company when it becomes a party to the contractual provisions of a particular
financial instrument (the trade date), except for deposits with financial institutions which are recognised on the date they are
originated. Financial instruments are initially recognised at their fair value at the date of recognition plus or minus (for financial
assets or financial liabilities not measured at FVTPL) incremental and directly attributable transaction fees and costs, including
{for financial liabilities) loan origination fees and certain commitment fees, at the acquisition date. Transaction costs include
fees and commissions paid to agents (including employees acting as agents), advisers, brokers and dealers, levies by regulatory
agencies and security exchanges, and transfer taxes and dutles. For financial assets classified as FVTPL, transaction costs are
expensed directly to profit or loss as incurred. Immediately after initial recognition, an expected credit loss (ECL) allowance is
recognised for financial assets measured at AC.
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5.1.3 Amortised cost and the effective interest rate

The AC of a financial asset or liability is:

® The amount at which the financial asset or liability is measured at initial recognition; minus

®  The principal repayments; plus or minus

* Thecumulative amortisation using the effective interest rate (EIR) for any difference between the initial amount and the
maturity amount; and

* For financial assets, adjusted for any loss allowance.

The EIR is calculated at initial recognition of a financial asset or financial liability and is the rate that exactly discounts estimated
future cash payments or receipts through the expected life of the financial instrument to: the gross carrying amount of the
financial asset; or the AC of the financial liability (as determined in 5.1.2 above). The calculation does not consider the ECL
and includes transaction costs, premiums or discounts and fees paid or received that are integral to the EIR.

When the Company revises the estimates of future cash flows, the carrying amount of the respective financial asset or
financial liability is adjusted to reflect the new estimate discounted using the original EIR. Any changes are recognised in profit

or loss.

Interest revenue is calculated by applying the EIR to the gross carrying amount of financial assets at AC.

5.1.4 Financial Assets

5.14.1

5.1.4.2

Financial assets at FVTPL

Management designates its financial assets at FVTPL upon initial recognition when the designation eliminates, or significantly
reduces, the inconsistent treatment that would otherwise arise from measuring the assets or liabilities or recognising gains
or losses on them, an a different basis.

To eliminate or substantially reduce an accounting mismatch, the Company has elected to classify financial assets backing
these insurance contract liabilities, as measured at FVTPL applying the fair value option in NZ IFRS 9, Financial Instruments (N2
IFRS 9).

For assets measured at fair value, gains and losses will be recorded in profit or loss. The Company reclassifies financial assets
when, and only when its business model for managing those assets changes. During the year, the Company did not reclassify

any financial asset into a different measurement category.

Regular purchases and sales of investments are recognised on the trade date — the date on which the Company commits to
purchase or sell the investment.

Financial assets are derecognised when the rights to receive cash flows from the financial assets have expired or have been
transferred and the Company has transferred substantially all the risks and rewards of ownership.

Any gain or loss arising on derecognition is recognised directly in profit or loss and presented in the net gains/(losses) on
financial assets measured at FVTPL together with foreign exchange gains and losses and the impairment losses.

A gain or loss on a financial asset that is subsequently measured at FVTPL is recognised in profit or loss and presented net
within net gains/{losses) on financial assets measured at FVTPL in the period in which it arises.

Impairment of financial assets

The Company assesses on a forward looking basis the ECL associated with its financial assets carried at amortised cost which
are subject to NZ IFRS 9. The impairment methadology applied depends on whether there has been a significant increase in
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credit risk. The Company recognises an impairment allowance for such losses at each reporting date. The measurement of

ECL reflects:

e An unbiased and probability weighted amount that is determined be evaluating the full range of possible outcomes;

* The time value of money; and

*  Reasonable and supportable information that is available without undue cost or effort at the reporting date about past
events, current conditions and future economic conditions.

The Company’s financial assets subject to NZ IFRS 9 impairment requirements, see Note 5.1.1, are considered to have low
credit risk, and as such the impairment provision recognised during the period was limited to 12 months expected losses.
Management consider ‘low credit risk’ for interest accrued to be an investment grade credit rating with at least one major
rating agency. Sundry debtors are considered to be low credit risk when they have a low risk of default and the counterparty
has a strong capacity to meet its contractual cash flow obligations in the near term. The impairment charge is recognised in
the profit or loss component of the Statement of Profit or Loss and Other Comprehensive Income.

5.1.5 Financial Liabilities

A financial liability is initially recognised on the date the Company becomes a party to the contractual provisions of the
instrument. Financial liabilities are initially recognised at fair value including, where applicable, transaction costs directly
attributable to the issue of the instrument. All financial liabilities are subsequently measured at AC using the EIR.

A financial liability is derecognised from the Statement of Financial Position when the obligation is discharged, cancelled, or
expires.

5.1.6 Other investment income/(losses)

Interest income and expenses for all interest-bearing financial instruments including financial instruments measured at FVTPL,
are recognised within other investment income in the Statement of Profit or Loss and Other Comprehensive Income using the
EIR method. When a receivable is impaired, the Company reduces the carrying amount to its recoverable amount, being the
estimated future cash flow discounted at the original effective interest rate of the instrument and continues unwinding the
discount as interest income.

5.1.7 Net gains/(losses) on financial assets measured at FVTPL

The movements in the carrying value of the financial assets measured at FVTPL are recognised in profit or loss within net
gains/(losses) on financial assets measured at FVTPL.

2024 2023

$000's $000's

Unrealised fair value losses . (942)
Unrealised fair value gains 5,093 3,647
Realised gains/(losses) on sale 101 -
Net total 5,194 2,705

5.2 Financial assets at FVTPL

The Company's financial investments are summarised by measurement category in the table below.

2024 2023

$000's $000’s

Fixed interest securities 199,517 77,503
Floating rate notes - 7,790
Total 199,517 85,293
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There are no financial assets held for trading.
Changes in fair value of financial assets at FVTPL are recorded in net gain/(losses) on financial assets measured at FVTPL.

The movement in the Company's financial assets at FVTPL is summarised in the table below.

2024 2023

$000’s $000’s

Balance at 1 January 85,293 144,020
Purchases 162,406 10,281
Disposals and maturities (53,275) (71,713)
Unrealised fair value gains/(losses) 5,093 2,705
Balance at 31 December 199,517 85,293

5.3 Other investment income/(expenses)
Other investment income/(expenses) is shown below.

2024 2023

$000’s $000’s

Interest revenue from financial assets measured at FVTPL 4,153 3,598
Interest revenue from financial assets using effective interest rate 5,831 5,187
Investment expenses (298) (278)
Net amount 9,686 8,507

5.4 Fair value measurement

The fair value of a financial instrument is the amount that would be received from the sale of an asset or paid to transfer a
liability in an orderly transaction between willing, able and knowledgeable market participants at the measurement date.

The degree of judgement used in measuring the fair value of financial instruments generally correlates with the level of
observable valuation inputs. Financial instruments with quoted prices in active markets generally have more pricing
observability and less judgement is used in measuring fair value. Conversely, financial instruments for which no quoted prices
are available have less observability and are measured at fair value using valuation models or other pricing techniques that
require more judgement. Pricing observability is affected by a number of factors, including the type of financial instrument,
whether the financial instrument is new to the market and not yet established, the characteristics specific to the transaction,
liquidity and general market conditions.

The fair value of financial assets and liabilities traded in active markets are based on quoted market prices at the close of
trading. The fair value of financial assets and liabilities that are not traded in an active market (for example, fixed interest
securities) is determined using valuation techniques.

The output of a model is always an estimate or approximation of a value that cannot be determined with certainty, and
valuation techniques employed may not fully reflect all factors relevant to the positions the Company holds. Valuations are
therefore adjusted, where appropriate, to allow for additional factors including model risk, liquidity risk and counterparty risk.

Fair value hierarchy
Financial assets and liabilities recorded at fair value in the Statement of Financial Position are measured and classified in a
hierarchy for disclosure purposes consisting of three levels based on the characteristic of inputs available in the marketplace
that are used to measure the fair values. The fair value hierarchy has the following levels:
® Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can
access at the measurement date;
® level 2inputs are inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly or indirectly; and
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o Level 3 inputs are unobservable inputs for the asset or liability

The fair value of financial instruments that are not traded in an active market 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.

The level in the fair value hierarchy within which the fair value measurement is categorised in its entirety is determined on
the basis of the lowest level input that is significant to the fair value measurement in its entirety.

The Company uses a variety of methods and makes assumptions that are based on market conditions existing at each
reporting date. Valuation techniques used include:

o Debt securities at FVTPL: Whenever available, the Company obtains quoted prices in active markets for identical assets
at the reporting date to measure fixed maturity securities at fair value. Market price data is generally obtained from dealer
markets.

Management is responsible for the determination of the value of the investments carried at fair value and the supporting
methadologies and assumptions. The Company uses market information and derives fair values based upon relevant
methodologies and assumptions for individual instruments.

The Company recognises all debt securities at level 2. There were no transfers between levels during the year.

The following tables present the carrying amounts of the Company’s financial assets and financial liabilities.

At 31 December 2024
Carrying amount ) Fair Value
FVTPL  Financial assets/ Total Level 2 Total
liabilitles at AC
$000’s $000’s $000’s $000’s $000’s
Financial assets measured
at fair value
Financial assets at FVTPL 199,517 - 199,517 199,517 199,517
Financial assets not
measured at fair value
Cash and cash equivalents - 75,343 75,343 - -
Other receivables - 8,778 8,778 - -
199,517 84,121 283,638 199,517 199,517
Financial liabilities not
measured at fair value
Other Payables - 9,855 9,855 - -
Lease liabilities - 1,802 1,802 - -
- 11,657 11,657 - -
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At 31 December 2023
Carrying amount Fair Value
FVTPL  Financial assets/ Total Level 2 Total
Nabilities at AC
5000's $000’s $000’s $000's $000's
Financial assets measured
at fair value
Financial assets at FVTPL 85,293 - 85,293 85,293 85,293
Financial assets not
measured at fair value
Cash and cash equivalents - 146,341 146,341 - -
Other receivables - 10,773 10,773 - -
85,293 157,114 242,407 85,293 85,293
Financial labilities not
measured at fair value
Other Payables - 10,672 10,672 - -
Lease liabilities - 2,413 2,413 - -
- 13,085 13,085 - -

The carrying value of financial instruments expected to be settled within 12 months (after taking into account impairments,
where applicable) is not considered to be materially different from the fair value.

5.5 Offsetting financial assets and financial liabilities
Financial assets and liabilities are offset and the net amount reported in the Statement of Financial Position when thereis 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.

At 31 December 2024, the Company has no financial instruments that are subject to offset (2023:Nil).

6 OTHER INCOME AND EXPENSE ITEMS

6.1 Summary of material accounting policies
6.1.1 Other income/ (losses)
The Other income/(losses) includes foreign exchange gains/ (losses) and sundry income.

The Company derives revenue from the provision of engineering and surveying services as a separate service from any
insurance services provided. These services are provided by Company personnel and revenue is recognised in full on delivery
of the final report to the client. Revenue is determined at the gross amount of consideration receivable for the services
provided at the date of delivery of the final report and is reported as sundry income.

6.1.2 Other operating expenses

Other operating expenses are administrative in nature and not related to the derivation of new insurance business. They
include salaries, depreciation, other employee benefits, impairment of non-financial assets and other operating expenses.
Other operating expenses are included in the Statement of Profit or Loss and Other Comprehensive Income and are recognised
on an accrual basis.
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6.1.3 Employee benefits

The costs associated with employee benefits for services rendered during the reporting period are recognised in the
Statement of Profit or Loss and Other Comprehensive Income. An associated liability is recognised to the extent that any
amount of employee benefit remains unpaid at reporting date.

Short-term employee benefits

Short-term employee benefits, including compensated absences, are benefits to be paid within one year after the end of the
reporting period in which the related services are rendered. A liability and an expense are recognised for the undiscounted
amount expected to be paid for short-term employee benefits in the period in which the employee renders services in
exchange for the benefits.

Bonus plans
Bonuses awarded in respect of service in the past, are spread over the period of services rendered to the vesting date.

Leave obligations

The liability for long service leave and annual leave is recognised in the provision for employee benefits and measured as the
present value of the payments to be made in respect of services provided by employees up to the reporting date. For long
service leave consideration is given to salary levels and years of service.

Employee share-based payments
Equity-settled plans are measured at fair value of the equity instruments on the grant date and recognised as an expense,
with a corresponding increase to shareholders’ equity, on a straight-line basis over the vesting period. In determining the
expense, the Company estimates the number of equity instruments that are expected to eventually vest. Such estimates are
revised at the end of each reporting period, with the impact of any revisions recognised in profit or loss, with a corresponding
adjustment to the other reserves.

6.2 Amounts reported in the Statement of Profit or Loss and Other Comprehensive Income
6.2.1 Other (losses)/income

The Company’s other income for the year is as follows:

2024 2023

$000's $000’s

Net foreign exchange (losses)/gains (57) (190)

Sundry income 250 105

Net total 193 (85)

6.2.2 Other operating expenses
The Company'’s other operating expenses for the year is as follows:

2024 2023
(Restated)
Note $000’s $000's
Employee benefits expenses 4,250 4,210
Depreciation of property, plant and equipment 11.2 405 434
Amortisation of intangible assets 12.2 292 318
Depreciation of ROU assets 14.2 518 547
Auditors’ remuneration — audit fee? 484 808
Auditors’ remuneration — reasonable assurance — solvency return 51 54
Auditors' remuneration - limited assurance - climate Reporting 68 -
AIG Group service fees 4,008 3,873

ﬁ]] 41
pwc



AIG INSURANCE NEW ZEALAND LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

2024 2023

(Restated)

Note $000’s $000’s

AlG APAC Holdings service fees 2,819 2,566

AIG Global IT services charges 1,156 1,028

AlG Global operations charges 1,235 1,242

Other expenses 1,885 1,375

Total 17,171 16,455
1 Auditor’s remuneration 2023 oudit fee Includes fees to reflect increosed seape to cover the NZ IFRS1Y initlol application,

2024 2023

{Restated)

$000’s $000's

Wages and salaries 3,341 3,326

Other employee benefit expenses 909 884

Employee benefits expenses 4,250 4,210

During 2024, following a comprehensive review of its financial statement presentations, the Company decided to amend the
presentation for a proportion of other administration costs amounting $6.94m to be presented under “Insurance Service
Expenses" (Note 4). These costs were previously reported under ‘Other operating expenses’ in 2023. The Company decided
this presentation would provide reliable and more relevant information about the Company's directly attributable expenses
in relation to insurance contracts. The 2023 comparatives have also been restated to align with the current year presentation,
where the ‘Insurance service expenses’ have increased by $6.66m, and the 'Other operating expenses’ has decreased by
$6.66m. On the Statement of Cashflows ‘Other operating expenses paid’ has decreased by $6.66m, and ‘Claims and other
directly attributed expenses paid’ has increased by $6.66m. The presentation changes are reflected appropriately in the
Statement of Profit and Loss and Other Comprehensive Income, the Statement of Cashflows and the accompanying notes to
the Financials Statements. This change is a reclassification in the Statement of Profit or Loss and Other Comprehensive Income
and the Statement of Cashflows and has no impact on the Profit for the current year and the comparative year and has no
impact on the Net cash inflow from operating activities in the current year or comparative year.

6.2.3 Other finance costs

2024 2023
$000°s $000’s
Interest and finance charges paid/payable for lease liabilities 73 94

7 TAXATION

7.1 Summary of material accounting policies
7.1.1 Current income tax

The income tax expense or credit for the period is the tax payable on the current period’s taxable income based on the
applicable income tax rate adjusted by changes in deferred tax assets and liabilities attributable to temporary differences and
to unused tax losses.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the end of the
reporting period in where the Company operates and generates taxable income. Management periodicaily evaluates positions
taken in tax returns with respect to situations in which applicable tax regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of amounts expected to be paid to the tax authorities.

7.1.2 Deferred income tax
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Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases of
assets and liabilities and their carrying amounts in the financial statements.

However, deferred tax liabilities are not recognised If they arise from the initial recognition of goodwill. Deferred income tax
is also not accounted for if it arises from initial recognition of an asset or liability in a transaction other than a business
combination that at the time of the transaction affects neither accounting nor taxable profit or loss. Deferred income tax is
determined using tax rates (and laws) that have been enacted or substantially enacted by the end of the reporting period and
are expected to apply when the related deferred income tax asset is realised or the deferred income tax liability is settled.

Deferred tax assets are recognised only if it is probable that future taxable amounts will be available to utilise those temporary
differences and losses.

Deferred Lax assels and liabilities are offsel when there is a legally enforceable right to offset current tax assets and liabilities
and when the deferred tax balances relate to the same taxation authority. Current tax assets and tax liabilities are offset
where the entity has a legally enforceable right to offset and intends either to settle on a net basis, or to realise the asset and
settle the liability simultaneously.

Current and deferred tax is recognised in profit or loss, except to the extent that it relates to items recognised in other
comprehensive income or directly in equity. In this case, the tax is also recognised in other comprehensive income or directly
in equity, respectively.

7.1.3 Goods and Services Tax

Revenue, expenses and assets are recognised net of the amount of goods and services tax (GST), unless the GST incurred is
not recoverable from the Inland Revenue Department. In these circumstances the GST is recognised as part of the cost of
acquisition of the asset or as part of the expense.

Receivable and payable balances, including insurance related balances, are stated inclusive of GST. The net amount of GST
recoverable from, or payable to, the Inland Revenue Department is included as other receivables or other payables in the
Statement of Financial Position.

Insurance related transactions are recognised inclusive of GST and other relevant taxes where applicable to the extent that
the Company is acting as an agent. The gross expected premiums from customers and the expected onward remittance to the
authorities are included within the fulfilment cash flows. However, the cash flows are excluded from the measurement of
insurance revenue and insurance service expense and as such are recognised as pass-through cash flows within the
measurement of the group of insurance contracts.

7.2 Income tax expense/(benefit)

2024 2023
$000’s $000's
Current income tax (20,575) (16,047)
Deferred tax (962) 1,435
Income tax expense (21,537) (14,612)
2024 2023
$000’s $000’s
Profit before tax 76,834 52,123
Tax calculated at the current rate 28% (21,513) (14,594)
Effects of:
Non-deductible expenses (24) (18)
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7.2.1

2024 2023

$000's $000’s

Income tax expense (21,537) (14,612)
Imputation Credits

2024 2023

$000’s $000's

Imputation credits available for use in subsequent reporting periods 62,513 43,402

The above amounts represent the balance of the imputation account as at the end of the reporting period, adjusted for:

Imputation credits that will arise from the payment of the amount of the provision for income tax
Imputation debits that will arise from the payment of dividends recognised as a liability at the reporting date; and
Imputation credits that will arise from the receipt of dividends recognised as receivables at the reporting date.

7.2.2 Pillar Two Rules

7.3

The Company is a member of a multinational group that is within the scope of the Organisation for Economic Co-operation
and Development (“OECD") Inclusive Framework on Base Erosion and Profit Shifting (“BEPS”) Pillar Twa Rules. The rules are
aimed at ensuring that multinational groups are subject to a minimum taxation of 15 per cent in each of the jurisdictions in
which they operate. The Company is a tax resident in New Zealand which has enacted Pillar 2. The rules are effective in
New Zealand from periods beginning on or after 1 January 2025. The Company's exposure to Pillar Two has been assessed
using the most recently available country by country reports, recent tax filings and financial statements. Based on the
assessment, its effective tax rate is above 15% and it does not have a material exposure to Pillar Two. The Company has
applied the exemption to recognising and disclosing information about deferred tax assets and liabilities refated to Pillar
Two income taxes.

Deferred tax assets movement

At 31 December 2024 Opening balance (Charged) credited to Closing balance
Profit or Loss

$000's $000’s $000's
Expected credit loss provision 9 7 16
Provision for bonus 450 - 450
Provision for holiday pay 313 (54) 259
Insurance acquisition cash flows 11,355 (275) 11,080
Onerous contracts 162 (21) 141
Financing Component - 101 101
PPR Remediation - 171 171
Lease Liability 598 (127) 471
Fixed assets 122 (53) 69
Total deferred tax assets 13,009 (251) 12,758

Movement in deferred tax liabilities

Insurance acquisition cash flows 5,633 817 6,450
Right-of-use assets 449 {106} 343
Total deferred tax liabilities 6,082 711 6,793
Net deferred tax 6,927 (962) 5,965

b
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At 31 December 2023 Opening balance (Charged) credited to Closing balance
Income Statement
$000’s $000’s $000's
Expected credit loss provision 10 (1) 9
Provision for bonus 404 46 450
Provision for holiday pay 356 (43) 313
Insurance acquisition cash flows 9,040 2,315 11,355
Onerous contracts 247 (85) 162
Lease liability 716 (118) 598
Fixed assets 163 (41) 122
Total deferred tax assets 10,936 2,073 13,009
Movement in deferred tax labilities
Deferred acquisition costs 4,791 842 5,633
Right-of-use assets 653 (204) 449
Total deferred tax liabilities 5,444 638 6,082
Net deferred tax 5,492 1,435 6,927
8 RECONCILIATION OF PROFIT AFTER TAX TO NET CASH FLOWS FROM OPERATING
ACTIVITIES
2024 2023
$000's $000's
Profit after income tax 55,297 37,511
Net gains/{losses) on financial assets measured at FVTPL - net changes in market value (5,093) (2,706)
Loss on disposal of plant and equipment 16 -
Fixed asset Disposal / (Write Off) 89 -
Depreciation and amortisation expense 1,215 1,299
Leases interest expense 73 95
Change in operating assets and liabilities
(Decrease)/Increase in insurance contract liabilities (54,502) 162,981
Decrease/{Increase) in other receivables 1,995 (3,790)
Decrease/(Increase) in reinsurance contract assets 53,514 (175,531)
Decrease/(Increase) in net deferred tax asset 962 (1,435)
Increase in other payables 1,360 3,918
Increase in current tax asset 5,381 4,139
60,307 26,481

9.1

Net cash inflow from operating activities

CASH AND CASH EQUIVALENTS

Accounting policy

Cash and cash equivalents comprises cash on hand and demand deposits with banks together with short-term highly liquid
investments that are readily convertible into known amounts of cash and that are not subject to a significant risk of a change
in value. Such investments are classified as cash equivalents where they have maturity dates of three months or less from the

date of acquisition.
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The Company has applied the direct method for preparing the Statement of Cash Flows. This statement shows the movement
in cash and cash equivalents for the period including bank overdrafts,

9.2 Cash and cash equivalents

2024 2023

$000’s $000’s

Cash at bank 42,343 38,154
Short term deposits 33,000 50,000
Short term treasury bills - 58,187
Total 75,343 146,341

Cash at bank earns interest at floating rates based on daily deposit rates. Cash and short-term deposits are made for varying
periods of between one day and 90 days and earn interest at the respective short term deposit rates.

10 OTHER RECEIVABLES

10.1 Accounting policy
Other receivables include accrued investment income, prepayments, third party administration claim floats, related party
receivables and sundry debtors. These receivables excluding prepayments are classified as measured at amartised cost, see

Note 5.1.1.

10.2 Other receivables

2024 2023

Note $000’s $000’s

Accrued investment income 1,261 804
Prepayments 1,015 635
Third party administration - claim floats 4,275 8,009
Related party receivables 16.3 1,711 947
Sundry debtors 516 378
Total 8,778 10,773

11 PROPERTY, PLANT AND EQUIPMENT

11.1 Summary of material accounting policies
11.1.1 Property, plant and equipment

Property, plant and equipment is stated at historical cost less accumulated depreciation and any accumulated impairment
losses. Historical cost includes expenditure that is directly attributable to the acqguisition of the items of property, plant and
equipment,

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 of the item can be
measured reliably. Expenditures for repairs and maintenance are charged to profit or loss during the reporting period in which
they are incurred.

Al
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Depreciation is calculated on a straight-line basis over the estimated useful life of the assets as follows:

Leasehold improvement over the term of the lease
Furniture and fittings 5 years
Office equipment 5 years
Computer equipment 3 years

The assets' residual values, length of the economic lives and depreciation methods applied are reviewed on a regular basis,
and at least at every reporting date, and adjusted as appropriate.

An asset’s carrying amount is written down to its recoverable amount if the asset’s carrying amount is greater than its
estimated recoverable amount.

Gains and losses on disposals are included in profit or loss and are determined by comparing proceeds with carrying amount.
11.1.2 Impairment of non-financial assets

The Company reviews at each reporting date the carrying amounts of its tangible and intangible assets to determine whether
there is any indication that an asset may be impaired. If any such indication exists, an impairment loss is recognised for the
amount by which the carrying amount of an asset exceeds its recoverable amount. The recoverable amount is the higher of
an asset’s fair value less costs to sell and value in use.

An impairment loss is recognised in the profit or loss component of the Statement of Profit or Loss and Other Comprehensive
Income whenever the carrying amount of the asset exceeds its recoverable amount. Where an impairment loss subsequently
reverses, the carrying amount of the asset is increased to the revised estimate of its recoverable amount, but so that the
increased carrying value does not exceed the carrying amount that would have been determined had no impairment loss been
recognised for the asset in prior years. A reversal of an impairment loss is recognised in the profit or loss component of the
Statement of Profit or Loss and Other Comprehensive Income within other operating expenses.

11.2 Movements in the property, plant and equipment assets:

Furniture & Fittings & Office Total
Leasehold Equipment
Improvements
$000's $000's $000's
Cost

Balance 1 January 2023 2,588 245 2,833
Additions - - -
Disposals - - -
Transfers - - -
At 31 December 2023 2,588 245 2,833
Additions 8 - 8
Disposals (8) - (8)
Transfers 45 - 45
At 31 December 2024 2,633 245 2,878

Accumulated Depreciation
Balance 1 January 2023 (691) (206) (897)
Depreciation charge (408) (26) (434)
Disposals - - -
Transfers - - -
At 31 December 2023 (1,099) (232) {1,331)
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Furniture & Fittings & Office Total
Leasehold Equipment
Improvements

$000's $000's $000's

Depreciation charge (398) (7) (405)

Disposals - - -

Transfers - - -

At 31 December 2024 (1,497) {239) (1,736)
Carrying amount

At 1 January 2023 1,897 39 1,936

At 31 December 2023 1,489 13 1,502

At 31 December 2024 1,136 6 1,142

12 INTANGIBLE ASSETS

12.1 Accounting policy
Intangible assets include capitalised software costs and work in progress.

Capitalised software costs represent costs directly related to obtaining, developing or upgrading internal use software
controlled by the Company that will contribute to future period financial benefits through revenue generation and/or cost
reduction. Such costs are capitalised and amortised on a straight-line method over the software’s useful life which is a period
generally not exceeding five years.

Work in Progress represents development costs far internally generated software and is stated at historical cost. No
amortisation is charged for assets in this category. The costs will be transferred from work in progress to capitalised software
costs once the software is in use and amortisation will start.

Software-as-a-Service (Saa$) arrangements

SaaS arrangements are service contracts providing the Company with the right to access a vendor’'s cloud computing
application software over the contract period. Costs incurred to configure or customise, and the ongoing fees to obtain access
to the cloud provider's application software, are recognised as operating expenses in profit or loss when the services are
received. Where costs are paid upfront to significantly configure or customise the vendor’s application software they are
recorded as a prepayment for services and subsequently amortised over the expected term of the cloud computing
arrangement.

12.2 Movements in capitalised software and work in progress:

Computer Software Work in Progress Total
$000's $000's $000's

Cost
Balance 1 January 2023 8,810 407 9,217
Additions - 3,163 3,163
Disposals - - -
Transfers 440 (440) -
At 31 December 2023 9,250 3,130 12,380
Additions 123 2,291 2,414
Disposals (123) - (123)
Transfers - {45) (45)
At 31 December 2024 9,250 5,376 14,626

_@E“

pwe



AIG INSURANCE NEW ZEALAND LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

Computer Software Work in Progress Total
$000's $000's $000's
Accumulated Amortisation
Balance 1 January 2023 (7,770) - (7,770)
Amortisation charge (318) - (318)
At 31 December 2023 (8,088) 4 (8,088)
Amortisation charge (292) - (292)
Disposals 18 - 18
Transfers - - -
At 31 December 2024 (8,362) - (8,362)
Carrying amount
At 1 January 2023 1,040 407 1,447
At 31 December 2023 1,162 3,130 4,292
At 31 December 2024 888 5,376 6,264

13 OTHER PAYABLES
13.1 Material accounting policies

13.1.1 Other Payables

Other payables are initially recognised at fair value and su bsequently measured at amortised cost using the effective interest
rate method. These amounts represent liabilities for goods and services provided to the Company prior to the end of the

financial year and which are unpaid.

13.1.2 Provision for other payables and charges

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past event, and
it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and areliable
estimate can be made of the amount of the obligation. A provision is measured at the best estimate that the Company would

pay to settle the obligation or transfer it to a third party.
13.2 Amounts reported in the Statement of Financial Position
13.2.1 Other payables

Other payables as at reporting date are as follows:

2024 2023

Note $000's $000's

Payables 5,113 4,062
Amount due to related parties 16.3 4,741 6,610
Taxes and levies payable 15,336 12,967
Provision for holiday pay 924 1,115
Total 26,114 24,754

ﬁi“g

pwe



AlG INSURANCE NEW ZEALAND LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2024

2024 2023

$000's $000's

Current 25,862 24,666
Non-Current 252 88
Total 26,114 24,754

14 LEASES - Right-of-use assets and lease liabilities

14.1 Material accounting policies

The Company leases various office buildings, motor vehicles and equipment. Rental contracts are typically made for fixed
periods of 3 to 10 years but may have extension options included in them, Lease terms are negotiated on an individual basis
and contain a wide range of different terms and conditions. Leased assets may not be used as security for borrowing purposes.

Leases are recognised as a right-of-use asset and a corresponding liability at the date at which the leased asset is available for
use by the Company. Assets and liabilities arising from a lease are initially measured on a present value basis. Measurement
is based on all expected contractual payments over the lease term which begins on the lease commencement date and
extends for the non-cancellable lease period (including any rent-free periods) during which the Company has the right-to-use
the identified asset or assets. The lease term will include any periods covered by contractual renewal options that the
Company is reasonably certain to exercise; but will exclude any periods covered by early termination options that the
Company is reasonably certain to exercise.

Lease liabilities include the net present value of the following lease payments (where applicable):

* fixed payments (including in-substance fixed payments), less any lease incentives receivable

* variable lease payments that are based on an index or a rate

® amounts expected to be payable by the lessee under residual value guarantees

* the exercise price of a purchase option if the lessee is reasonably certain to exercise that option, and

* payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that option.

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be readily determined, the
lessee’s incremental borrowing rate is used, being the rate that the lessee would have to pay to borrow the funds necessary
to obtain an asset of similar value in a similar economic environment with similar terms and conditions.

Where the lease includes variable lease payments based on an index or a rate, any potential changes to future lease payments
are excluded from the measurement of the lease liability until they actually take effect. When future lease payments are
adjusted based on an index or a rate, the lease liability is reassessed based on the revised payments and adjusted against the
carrying value of the right-of-use asset.

Lease payments are allocated between the principal and finance cost. The finance cost is charged to profit or loss over the
lease period so as to produce a constant periodic rate of interest on the remaining lease liability for each period. Right-of-use
assets are measured at cost comprising the following:

* amount of the initial measurement of lease liability;

* lease payments made at or before commencement date less any lease incentives received;
* anyinitial direct costs; and

® any restoration costs.

The right-of-use asset is depreciated over the lease term on a straight-line basis. Depreciation is recorded within other
operating expenses and is included in the Statement of Profit or Loss and Other Comprehensive Income.
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Payments associated with short-term leases of equipment and motor vehicles, where the lease term is 12 months or less, and
jeases of low-value assets are recognised on a straight-line basis as an expense in profit or loss. Low-value assets include IT
equipment and small items of office furniture.

Extension and termination options are included in a number of property and equipment leases held by the Company. These
are used to maximise operational flexibility in terms of managing the assets used in the Company’s operations.

14.2 Right-of-use assets

2024 Opening Additions Modifications Depreciation Closing

1 January 31 December

$000's $000's $000's $000's $000's

Premises 1,604 - - 377 1,22/

Motor vehicles 85 (17) 30 38

Equipment 185 - - 111 74

Total right-of-use assets 1,874 - (17) 518 1,339

2023 Opening Additions Madifications Depreciation Closing

1 January 31 December

$000's $000's $000's $000's $000's

Premises 1,982 - - 378 1,604

Motor vehicles 116 - - 31 85

Equipment 281 45 (3) 138 185

Total right-of-use assets 2,379 45 (3) 547 1,874

At 31 December 2024 2023

$000's $000's

Expense relating to short-term leases (included in other operating expense) 31 -
14.3 Lease Liability

2024 2023

$000’s $000’s

Premises 1,685 2,137

Motor vehicle 39 85

Equipment 78 191

Total 1,802 2,413

15 EQUITY

15.1 Share Capital

As at 31 December 2024, the Company had 105,250,001 (2023: 105,250,001} ordinary shares that were issued for $1 per
share (2023: $1 per share). All shares are fully paid. There is one class of ordinary shares. All shares issued carry equal voting

rights.
2024 2023
$000’s $000's
Opening balance 105,250 105,250
Closing balance 105,250 105,250
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On 13 June 2024 a dividend of $19,000,000 {18.05 cents per share) was declared. The dividend was paid to AIG Asla Pacific
Pte Ltd on 20 June 2024. (2023: Nil)

15.2 Other reserves

2024 2023
Other reserves movements: $000's $000's
Contribution from ultimate parent entity in relation to share based payments
Balance at 1 January 136 125
Option expense 65 118
Transfer of share-based expense from share-based payments reserve on
vesting of awards (158) (107)
Balance at 31 December 43 136

16 OWNERSHIP AND TRANSACTIONS WITH RELATED PARTIES

16.1 Related parties

The parent entity of the Company is AIG Asia Pacific Insurance Pte Ltd, incorporated in Singapore. The ultimate controlling
entity is American International Group Inc, (AlG), incorporated in the State of Delaware, USA.

The Company is party to various cost sharing arrangements with entities within the Group. Generally, these agreements
provide for the allocation of corporate costs hased upon a proportional allocation of costs to all AIG entities. AIG performs
certain services including legal, tax, investment management and investment accounting. In addition, the Company has
transactions within the Group such as claims management services and information management services.

Service and Expense Agreements:

The Company receives a number of services from Group, which include:

Consulting and other services associated with restructuring programs

Corporate wide services related to marketing and information systems

Legal services

HR and payroll related services

Facilities management

Financial advisory services including tax consulting, treasury, financial reporting and risk management
Investment portfolio management

Computer and communications services

Corporate stewardship services, which include public relations, internal audit and executive services
Global banking relationship for issuance of demand guarantee (see Note 21, Rental guarantee)

Tm o a0 oW
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The costs of these services and other costs incurred by Group have been directly charged or allocated to the Company, and
are included in net operating expenses in the Statement of Profit or Loss and Other Comprehensive Income. These methods
include various measures of direct usage and corporate formulas involving proportionate measures of assets, revenues and
employee headcount.

Reinsurance:

In the ordinary course of business, the Company reinsures certain risks with affiliated entities, predominately American
International Overseas Association. Such arrangements serve to limit the Company’s maximum loss on catastrophes and other
large and unusually hazardous risks. The Company also has assumed written premiums generated by affiliated entities of the
Group and for these reinsurance transactions, they have agreements related to reinsurance, cost sharing, administrative
services and marketing. The Company receives reinsurance commission from affiliated entities of The Group for the placement
of reinsurance.
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16.2

16.3

16.4

16.5 Loans to directors and key management personnel

Related party transactions
2024 2023
$000's $000's
Expenses with ultimate parent - AIG (services provided for NZ
operations) 5,386 4,650
Expenses with parent - AlG (services provided for NZ operations) 3,543 3,080
Rights and obligations under reinsurance arrangements with other 32,671 18,136
related parties
Expenses with other related parties 6,365 5,436
Total related party transactions 47,965 31,302
Other related party balances
2024 2023
$000's $000's
Amounts due to related parties - reinsurance contracts (56,945) (54,873)
Other payables with related parties (4,741) {6,610)
Receivables from related parties - reinsurance contracts 30,277 39,905
Receivables from related parties - Insurance contracts 1,109 643
Other receivables with related parties 1,711 947
Total other related party balances (28,589) (19,988)
All balances are unsecured and repayable on demand.
Key management compensation
2024 2023
$000's $000's
Salaries and other short term employee benefits 1,661 1,374
Other long-term benefits accrual 82 120
External directors 258 233
Total key management compensation 2,001 1,727

No loans were advanced to directors or key management personnel during the year (2023: nil).

16.6 Other transactions with entities controlled by key management personnel

There were no other transactions during the year with entities controlled by key management personnel, (2023: $88.17).

16.7 Dividends

2024 2023
$000's $000's
Dividends declared and paid
- AIG Asia Pacific Insurance Pte Ltd 19,000 -
Total dividends 19,000 -
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17 RISK MANAGEMENT FRAMEWORK

18

The Company’s operations are exposed to a number of key risks including insurance risk, operational risk and financial risk.
The Company’s risk management framework includes the principles, framework, culture, systems and process in respect of
managing these risks.

The managed acceptance of risk is fundamental to the Company's insurance business model. The Company's risk management
framework seeks to effectively manage, rather than eliminate, the risks the Company faces. The risk appetite is the level of
risk the Company is prepared to take in pursuit of objectives and sets criteria to guide risk management decisions and actions.
This is outlined in a Risk Appetite Statement document which is set and approved by the Board.

In accordance with the Insurance {Prudential Supervision) Act 2010, the Company has developed and implemented a prudent
Risk Management Programme (RMP).

The objective of the RMP is to identify the Company’s policies and procedures, processes and controls that comprise its risk
management and control systems. These systems address all material risks, financial and non-financial, likely to be faced by
the Company. Quarterly, the Company certifies to the Board that adequate strategies have been put in place to monitor those
risks, that the Company has systems in place to ensure compliance with legislative and prudential requirements, and that the
Board has satisfied itself as to compliance with the RMP. The RMP is approved by the board.

The Company’s RMP has been developed in accordance with AIG's global approach to the management of risk. As such, the
RMP aligns with the key global risk management policies and strategies per the AIG risk management framework and are
formulated to take account of the local legislative, regulatory and business environment.

The Company'’s risk management framework applies a consistent risk management process in identifying, evaluating and
managing the key risks faced by the organisation. It encompasses an established risk governance structure with clear oversight
and assignment of responsibility for the monitoring and management of financial, operational and strategic risks.

The risk framework is underpinned by a Three Lines of Defence model to ensure that ownership, accountability, and
responsibility for management of risk is clearly defined and resides at the appropriate level within the Company.

The Audit and Risk Committees oversee the risk management framework and process. They also ensure the implementation
of the RMP, and the reporting of outcomes to the Board of Directors.

INSURANCE RISK

Insurance risk refers to fluctuations in the timing, frequency, and severity of insured events relative to the expectations at the
time of underwriting. Insurance risk can also refer to fluctuations in the timing and amount of claim settlements.

The Company's underlying underwriting philosophy is designed to ensure underwriters address all aspects of a risk before

offering terms including rating, deductible level, extent of coverage, the insured’s risk management/loss control practices,

financial condition and prior loss experience. Key aspects of the processes embedded within the business to mitigate risk

arising from insurance contracts include:

= The maintenance and use of appropriate management information systems, which provide up to date reliable data, thus
ensuring integrity of data to management and financial models.

e Formally delegated authorities and documented guidelines are followed for underwriting and accepting insurance risks.

® Reinsurance is used to limit the Company’s exposure to large scale single claims and catastrophes. When selecting a
reinsurer only those companies that provide high security are considered. Procedures are in place to ensure that all
reinsurers are approved and that authorised liability limits are adhered to.

e Comprehensive documented claims guidelines and procedures are followed, supported by training and workshops on
regulatory and legal requirements.
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18.1 Terms and conditions of insurance and inwards reinsurance business

The terms and conditions attaching to insurance contracts affect the level of insurance risk accepted by the Company.
The majority of direct insurance contracts and inwards reinsurance business written are entered into on a standard form basis.
Any non-standard terms and conditions are signed off by appropriately experienced underwriters within a framework, which

includes delegated authorities, In line with the RMS.

18.2 Concentration of insurance risk

Concentration of insurance risk can be a cause of elevated claims volatility risk and refers to the possibility of significant
financial losses arising from a lack of diversification, either geographical or by product type, of the Company’s portfolio.
Certain events may give rise to higher levels of adverse development and exhibit geograp hical concentrations.

The Company’s exposure to concentration of insurance risk is mitigated by a diverse portfolio of business written across a
broad range of locations and industries. Concentrations of risk are managed within each market through the monitoring of
product sales and size of the in-force book by product.

The Company has a specific concentration risk associated with natural catastrophes. The Company mitigates this risk by
adhering to underwriting and claims management policies and procedures that have been developed based on extensive
historical experience. Reinsurance is used to help reduce concentration risk.

The tables below set out the concentration of insurance liabilities by business lines and by geographical region:

18.2.1 Business lines

2024 2023
$000's Lic? AlC Net amount Lic? AIC Net amount
Commercial lines:
Casualty - Excess & Primary 20,328 15,883 4,445 20,678 16,102 4,576
Crisis Management 2,426 1,716 710 7,332 5,760 1,572
Energy 2,077 1,712 365 41,120 31,489 9,631
Environment 634 449 185 627 510 117
Financial Lines 169,266 122,747 46,519 156,445 113,037 43,408
Marine 223 179 44 312 227 85
Property 102,970 97,558 5,412 133,984 121,754 12,230
Small Medium Enterprises 46,731 33,378 13,353 44,083 34,737 9,346
Surety 16 14 2 36 30 6
Trade Credit 5 3 1 8 8 -
Consumer lines:
Accident & Health 14,403 9,586 4,818 6,634 4,846 1,788
Personal property 524 356 168 474 344 130
Warranty 89 64 25 452 370 82
Total 359,692 283,645 76,047 412,185 329,214 82,971
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18.2.2 Geographical region

2024 2023
$000’s Lic? AIC Net amount LIc? AIC Net amount
Urban 308,183 243,026 65,157 381,313 304,556 76,757
Rural 20,315 16,020 4,295 16,449 13,138 3,311
Outside of NZ 31,194 24,599 6,595 14,423 11,520 2,903
Total 359,692 283,645 76,047 412,185 329,214 82,971

2 Amount excludes Payments in transit and not yet released,

18.3 Claims volatility risk

19

Claims volatility refers to the possibility that the frequency or severity of claims arising from insurance contracts exceeds the
level assumed when the products were priced.

Insurance liabilities are difficult to predict and may exceed the related reserves for losses and loss expenses. Although the
Company regularly reviews the adequacy of the established liability for unpaid claims and claims adjustment expense and
conduct an extensive analysis of reserves at each year end, there can be no assurance that our loss reserves will not develop
adversely and have a material adverse effect on our results of operations. Estimation of ultimate net losses, loss expenses and
loss reserves is a complex process for long tail lines of business, which include excess liability, D&O, professional liability,
medical malpractice, workers’ compensation, general liability, products liability and related classes. Generally, actual historical
loss development factors are used to project future loss development. However, there can be no assurance that future loss
development patterns will be the same as in the past.

The Company seeks to mitigate claims volatility risk by conducting regular experience studies reviewing internal and external
data, and considering the impact of these on product design, pricing and reinsurance needs. As a result of the Company'’s
history and scale, a substantial volume of experience data has been accumulated which assists in evaluation and pricing of
insurance risk.

FINANCIAL RISK MANAGEMENT

The Company’s operations are exposed to a variety of financial risks including credit risk, liquidity risk and market risk. The
Company manages its exposure to key financial risks in accordance with the Company’s RMP. The RMP focuses on the
unpredictability of financial markets and seeks to minimise potential adverse effects on the financial performance of the
Company.

The Company’s principal financial instruments comprise cash and cash equivalents, financial assets at FVTPL, interest
receivable, other receivables, and other payables.

The Company's investment strategy is governed by Board approved investment guidelines, reflecting a low appetite for
investment risk. The mix of assets in which the Company invests is driven by the nature and term of the insurance liabilities.
The management of assets and liabilities is closely monitored to broadly align the maturity dates of assets compared to the
expected pattern of claim payments.

The following financial risks are considered and addressed as part of the Company's financial risk management policies and
procedures.

b
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19.1 Credit risk

Credit risk arises from the possibility of financial loss arising from default by borrowers and transactional counterparties and
the decrease in the value of financial instruments due to deterioration in credit quality. The key areas where the Company s
exposed to credit risk include repayment risk in respect of:

s Cash and cash equivalents

e Financial assets at FVTPL {on non-equity instruments)

e Reinsurance contract assets

s  Other receivables, including Third Party Administration claim floats and Accrued investment income

All credit exposures are subject to AIG's global limits and requirements. The risk management programme outlines the
framework and procedures in place to ensure an adequate and appropriate level of monitoring and management of credit
quality throughout the Company.

Reinsurance is used to manage insurance risk. This does not however discharge the Company's liability as primary insurer.
If a reinsurer fails to pay a claim for any reason, the Company remains liable for the full payment to the policyholder.

The Company further manages its exposure to credit risk by accepting business from intermediaries that meet the Company's
corporate guidelines. New intermediaries are accepted on a case-by-case basis and are only accepted after having gone
through an internal screening process. All intermediaries are subject to the Company's credit terms.

19.1.1 Credit exposure

A description of each of the Company’s principal risks attached to financial risk is shown below; along with a summary
description of controls the Company applies in seeking to mitigate these risks:

Unexpected Credit Loss owing to Reinsurer failure: The Company faces a risk of material losses if their main reinsurers fail or
are unable to pay their contractual share of claims payable. The Company seeks to manage this through annual review of the
financial strength and creditworthiness of reinsurance counterparties as well as tracking overall exposures to individual
reinsurers. In addition, a list of approved reinsurers is maintained, and an established process is in place to ensure that
approval is obtained before reinsurance cover is taken out with a reinsurer not on the approved list.

Unexpected Credit Loss (All other Counterparties Including Group): The Company faces a risk of material losses and cash
flow issues if other internal (intra-group) or third party obligors are unable to pay amounts due. The Company seeks to manage
this risk through the utilisation of processes and procedures in place to ensure that the Company only utilises approved bank
operating accounts and investment counterparties. In addition, the Company has controls in place to ensure that third party
service providers and brokers used are subject to credit checks prior to and during the period where they provide services to
the Company, where it is possible to do so.

The tables below provide information regarding the credit risk exposure of the Company at 31 December 2024 by classifying
assets according to Standard and Poor’s equivalent credit rating of the counterparties. AAA is the highest possible rating.
Assets that fall outside the range of AAA to BBB are classified as speculative grade. The carrying amount of financial assets
and reinsurance contract assets below also represents the Company’s maximum exposure to credit risk on these assets.

At 31 December 2024

$000's AAA AA A BBB  Not rated Total
Assets:

Cash and cash equivalents - 52,343 23,000 - - 75,343
Financial assets at fair value 121,211 39,404 27,687 11,215 - 199,517
Other receivables 2,227 2,227
Third party administration - - - - 4,275 4,275

claims floats
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$000's AAA AA A BBB  Not rated Total
Reinsurance contract assets - 357 30,358 - 302 31,017
Accrued investment income 577 321 285 78 1,261
Total 121,788 92,425 81,330 11,293 6,804 313,640

At 31 December 2023

$000’s AAA AA A BBB  Not rated Total
Assets:

Cash and cash equivalents - 125,700 20,641 - - 146,341
Financial assets at fair value 44,309 31,472 6,948 2,564 - 85,293
Other receivables - - - - 1,325 1,325
Third party administration - - - - 8,009 8,009

claims floats

Reinsurance contract assets - 11 40,990 16 185 41,202
Accrued investment income 288 378 112 26 - 804
Total 44,597 157,561 68,691 2,606 9,519 282,974

19.2 Liquidity risk

Liquidity risk primarily refers to the possibility of having insufficient cash available to meet the payment obligations to
counterparties when they become due.

The Company’s cash position is monitored daily, and funding requirements are managed through a structured investment
portfolio that allows flexibility in funding and includes suitable floats of readily realisable assets, Liquidity risk controls include

regular actuarial reviews of insurance reserves, matching asset and liability duration and cash flow monitoring.

A maturity analysis of the Company’s financial liabilities is provided below.

At 31 December 2024
$000's Dueini Due after 1 Due after 5 Total Carrying Amount
year or year to years to 10
less 5 years years
Financial liabilitles
Amounts due to related 61,686 - - 61,686 61,686
companies
Other payables 4,861 252 - 5,113 5,113
Lease liabilities 625 1,276 - 1,901 1,901
Liability for incurred claims 141,713 201,435 17,317 360,465 360,465
Total 208,885 202,963 17,317 429,165 429,165
At 31 December 2023
$000's Duein1 Due after 1 Due after 5 Total Carrying Amount
year or year to years to 10
less 5 years years
Financial liabilities
Amounts due to related 61,483 - - 61,483 61,483
companies
Other payables 3,974 88 - 4,062 4,062
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$000's Due in 1 Due afterl  Due after 5 Total Carrying Amount
year or year to years to 10
less 5 years years
Lease liabilities 667 1,917 - 2,584 2,584
Liability for incurred claims 217,399 182,180 13,183 412,762 412,762
Total 283,523 184,185 13,183 480,891 480,891

19.3 Market risk

Market risk represents the risk that the fair value or cash flows of a financial instrument will fluctuate due to changes in market
prices. Market risk reflects interest rate risk, foreign currency risk and other price risks. The extent of the Company's exposure
to market risk is mitigated by the formulation of, and adherence to, strict investment guidelines, as approved hy the Roard of
Directors and the utilisation of appropriately qualified and experienced personnel to manage the Company’s portfolio.

19.3.1 Foreign currency risk

Foreign currency risk is the risk of the Company’s asset values changing as a result of changes in currency exchange rates. The
Company may be exposed to foreign currency risk as a result of premium collection, claim payment, reinsurance payment and
recovery and intercompany expense transactions. The Company seeks to mitigate its exposure to foreign currency risk by
matching the estimated foreign currency denominated liabilities with assets denominated in the same currency, where there
is material exposure to currency movements.

A sensitivity analysis showing the impact on profit or loss after tax and equity for changes in foreign exchange rate for exposure
as at the reporting date is shown below. The analysis is based on the assumption that the movement in foreign currencies had
increased/(decreased) by 10% with all variables held constant. The Company's net open position at balance date for AUD is
$0.18m (2023: $0.76m) and USD is $3.18m (2023: $7.57m). Other foreign currency movements are not material.

2024
Profit/(loss) before tax Equity
Change in FX Rate % $000's $000's
+10% (454) (327)
-10% 454 327
2023
Profit/(loss) before tax Equity
Change in FX Rate % $000's $000's
+10% (832) (599)
-10% 832 599

19.3.2 Interest rate risk

The Company's exposure to interest rate risk relates primarily to the impact of market interest rates on the market value of
financial assets at FVTPL and on interest earned on cash and cash equivalents and these financial assets.

Interest rate risk exposure arises mainly from investment in interest-bearing securities and from ongoing valuation of
insurance liabilities. The investment portfolios hold significant interest-bearing securities in support of corresponding LIC and
are invested in a manner consistent with the expected duration of claims payments. The Company manages its exposure to
interest rate risk primarily through investing funds in securities with maturity dates which are appropriate to the liabilities.

The sensitivity of profit or loss after tax and equity to movements in interest rates in relation to interest-bearing financial
assets held at the reporting date is shown in the table below. The analysis is based on the assumption that the movement in
interest rates had increased/decreased by 1.75% (absolute change) with all other variables held constant. It is assumed that
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all residual exposures for the shareholder after tax are included in the sensitivity analysis, that the percentage point change
occurs at the reporting date and there are concurrent movements in the interest rates and parallel shifts in yield curves.

2024
Profit/(loss) before tax Equlty
Change in interest rate % $000's $000's
+1.75% (21270) (11634)
1.75% 2,270 1,634
2023
Profit/(loss) before tax Equity
Change in interest rate % $000's $000's
+1.75% 965 695
-1.75% (965) (695)

19.3.3 Price risk

20

21

Price risk is the risk of loss resulting from the decline in prices of equity securities or other assets. Price risk is managed through
diversification of the investment portfolio in accordance with investment guidelines established under the governance of the
various investment committees which the Company operates locally and reports into at regional and global levels.

The Company has minimal exposure to price risk as the investment portfolio does not currently include equity securities (2023:
Nil).

OPERATIONAL RISK MANAGEMENT

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people, systems or from external
events. When controls fail to perform, operational risk can cause damage to reputation, have legal or regulatory implications
or can lead to financial loss. The Company cannot expect to eliminate all operational risks, but by initiating a rigorous control
framework and by monitoring and responding to potential risks the Company is able to manage the risks. Controls include
effective segregation of duties, access controls, authorisation and reconciliation procedures, staff education and assessment
processes, including the use of internal audit. Business risks such as changes in environment, technology and the industry are
monitored through the Group's strategic planning and budgeting process.

CLIMATE-RELATED RISKS AND CLIMATE STATEMENT

Climate change presents financial implications for the Company in areas such as underwriting, claims and investments, as well
as risk capacity, financial reserving, and operations. The Company considers the potential impact from climate-related issues
on our business, strategy, and financial planning over short, medium, and long-term time horizons. The Company considers
direct physical impacts and indirect effects that may emerge through transition and liability risks, particularly those driven by
new legal and regulatory requirements as well as those from evolving investor, client and broker expectations. A common
approach to climate risk management is currently taken across the Company, including identifying and monitoring climate
risks through top-down, bottom-up approaches, risk profiling, scenario analysis and/or exposure analysis to climate-relevant
sectors.

The Company is a climate-reporting entity under the Financial Markets Conduct Act 2013. The Climate Statement for 2024
will be published and made available on the Company’s web portal on or before 30 April 2025.
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CAPITAL ADEQUACY

The Company manages its capital to ensure that it will be able to continue to operate as a going concern and comply with
capital requirements imposed by the relevant legislation, Insurance (Prudential Supervision) Act 2010, and the industry
regulator the Reserve Bank of New Zealand (RBNZ).

The Company maintains a capital management policy that provides guidance on the level of capital maintained in accordance
with regulatory requirements and is approved by the Directors. The objective of this policy is to hold sufficient levels of capital
that is commensurate with the Company’s overall risk profile and to maintain a level of capital that enables efficient use of
the capital.

The capital objectives are achieved through ongoing management of the Statement of Financial Position and capital mix.
The Company uses a range of strategies to effectively manage capital including continual refinement of business plans,
ongoing reviews of solvency levels based on actuarial analysis, movement in asset valuations and profitability and capital
planning in conjunction with budget and financial projections. The Company works with the regulator and monitors regulatory
developments across its operations to assess their potential impact on its ability to meet solvency and other requirements.

The solvency ratios below are based on the RBNZ Interim Solvency Standard (ISS) that came into effect from 1 January 2023
with solvency requirements applicable for each insurer (by way of a change to the conditions of their insurer licence) from

the commencement date of their first reporting period under NZ IFRS 17.

The capital adequacy ratio of the Company at the reporting date is as follows:

2024 2023

$000's $000's

Solvency Capital 201,566 167,635
Prescribed Capital Requirement 69,375 67,734
Solvency margin 132,191 99,901
Solvency ratio 291 2.47

The Company continues to monitor progress on the 1SS and the assess impact on its overall regulatory obligations.

PROVISIONS AND CONTINGENT LIABILITIES

A contingent liability is an obligation where it is more likely than not that an outflow of resources will be required, or the
amount of the obligation cannot be reasonably estimated. Contingent liabilities are disclosed if there is more than a remote
possibility that an outflow of resources will be required to settle the obligation.

In many cases, it is not possible to determine whether a liability has been incurred or to estimate the ultimate or minimum
amount of that liability until years after the contingency arises, in which case, no accrual is made until that time.

Legacy Accident and Health Personal Accident Products

in 2020 the Company undertook a review of personal accident products in the course of closing down the remaining policies.
That review identified that some accident and health products sold to individual customers were lacking certain information
that resulted in a potential overcharging of premium for a subset of these customers. The Company commenced remedial
action for all in-force policies at the end of 2021 and then all closed historical poficies from 2023. For historical policies no
longer active the Company has engaged an external party to assist with remediation efforts. Assessment conducted to date
estimates the potential maximum outstanding remediation and has been fully provided for.
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Premium pricing practices

The matter pertains to the application of no-claims discounts within a previous underwriting agency agreement that the
Company entered in 2015 and concluded In 2020. The Company anticipates receiving further details from its former
underwriting agent. The Company has engaged an external party to assist with the assessment of the estimates. The Company
fully provided for the potential maximum outstanding remediation estimates available at the date of this report. The amount
is not considered to be material.

Rental Guarantee

AlG International Group has instructed a demand guarantee on behalf of the Company in respect to the leased premises. The
rental guarantee is for a maximum amount of $0.36m with an expiry of 30 September 2028 unless otherwise revoked, paid
or returned by the beneficiary.

COMMITMENTS

The Company has no capital commitments at 31 December 2024 which are contracted for but not provided for in the financial
statements. (2023: $1.357m IT Development).

CHANGES IN MATERIAL ACCOUNTING POLICIES

There have been no changes in accounting policies during the year.

EVENTS OCCURRING AFTER REPORTING DATE

There are no events occurring after the reporting date 31 December 2024.
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Directors

AIG Insurance New Zealand Limited
21 Queen Street, Level 7

P.0. Box 1745

Auckland 1140

New Zealand

1t April 2025
Dear Directors
Appointed Actuary Report Required under Section 78 of the Insurance (Prudential

Supervision) Act 2010

Section 78 of the Insurance (Prudential Supervision) Act 2010 specifies those matters that must be addressed,
namely;

a. | am the Appointed Actuary of AIG Insurance New Zealand Limited (AINZ); and

b. | have reviewed the actuarial information contained in, or used in, the preparation of the financial
statements of AINZ. The review has been carried out in accordance with the applicable solvency
standard. For the avoidance of doubt, actuarial information means:

e Information relating to AINZ's calculations of premiums, claims, reserves, insurance rates, and
technical provisions; and

e Information relating to assessments of the probability of uncertain future events occurring and the
financial implications for the insurer if those events do occur; and

e Information specified in an applicable solvency standard as being actuarial information for the
purposes of this section; and

¢. There are no limitations on the review; and
d. | have no relationship with AINZ other than that of Appointed Actuary; and

e. 1have obtained all information and explanations that | require; and

QUANTIUM GROUP NEW ZEALAND PTY LIMITED
Level 10, 11 Britomart Place, Auckland Central, Generator, Auckland 1010
+64 21271 5667 » www quantium.com * NZBN 9429042090731



f. Inmy opinion and from an actuarial perspective:

a. Theactuarialinformation contained in the financial statements has been appropriately included
in those statements; and

b. The actuarial information used in the preparation of the financial statements has been used
appropriately; and

g. No condition has been imposed under Section 21(2)(b) as at 31 December 2024 and

h. No condition has been imposed under Section 21 (2)(c) as at 31 December 2024.

Kind regards,

by

Adam Follington

Appointed Actuary, AIG Insurance New Zealand Limited
Fellow of the New Zealand Society of Actuaries

Tel: +64 2 1271 5667

Q quantium

Classificatlon: Public



