

















Rising Generations (NAT)

National Leadership Camp

A highly interactive, challenging and
character building leadership development
program that brings together 200 young
Australians. The five core themes addressed
in the program are Service, Passion, Vision,
Values and Resilience.

Riverview Community Services (WA)
PHYSI — School Programs

Delivered into high schools, the program
offers fun filled, educational and motivational
messages to instil positive values and skills
for living.

riverView

COMMUNITY SERVICES

Rotary Club of Doncaster (VIC)
School Driver Education Program
Targets year 11 students to raise their
awareness of road safety issues. This
course covers all issues relating to
driving and road safety.

Sacred Stone Seminars (SA)

Music Ministries - Schools program

This program provides a positive influence
in young people’s lives through presenting
contemporary life skills seminars in high
schools. These seminars are interactive and
fast paced and include music, multi media,
story telling and follow up literature.

Schools Ministry Group (SMG) (SA)
Camping Intervention Program

Is designed to assist the development

of young people who at risk. The program
includes group work, student presentation
awards, mentoring and adventure

based camps.

Schools Ministry Group (SMG) (SA)
Educational Seminar Program

Designed to create and present seminars
that assist young people to develop positive
values and attitudes, encourage them to
make healthy lifestyle choices and to inform
them of the harm resulting from drug and
alcohol abuse.

Scripture Union QLD

Frontline Youth Foundation

Is developing programs to assist young

people to find a purpose in life and build
preventative strategies to cope with the
difficulties they may confront.

QUEENSLAND

Scripture Union WA

Fine Edge Theatre Company

Fine Edge performs to both primary and high
schools. Their shows are interactive and aim
to introduce the arts to young people using
contemporary styles and relevant themes,
while encouraging and empowering them

to make positive life choices.

VVESTERN AUSTRALIA

Serenity Lodge (WA)

Youth Awareness & Intervention Program
Comprises of young individuals from 14-18
years of age and their families that are
adversely affected by illicit drug use.

Soul Survivor (VIC)

Soul Survivor Programs

Seeks to encourage and equip young people
in Melbourne to live as Jesus’ disciples.

Sports Chaplaincy Aust (SCA) (NAT)
Project 72

Targets education and care of young people
involved in urban and rural sports communities.

St Lukes Anglicare

Smart Art & Getting the Hours Up

Has developed a youth resource team to
provide a range of vocational, educational
and personal development programs for
young people on protective orders.

St Paul’s (VIC)

Drug Prevention, Rehabilitation & After Care
A drug and alcohol education and
rehabilitation program that provides
assistance for youth addicted to drugs and/
or alcohol by involving the family in their
rehabilitation program. Also delivers school
seminars to young people.



Teen Challenge Victoria Inc. (VIC)

War on Drugs Program

A campaign to promote the value of
abstinence amongst youth and to highlight
the issues surrounding substance abuse.

Teen Challenge WA

Destiny Initiative — Schools drug-
education program

Provides rehabilitation for young people
with drug, alcohol and life control problems.

TEEN CHALLEXGE
STEASATIONAL
WLSTERS ALATHALIL

Typo Station (VIC)

Life Skills Program — Youth development
Supports disadvantaged and at risk young
men to re engage in educational and
vocational pathways and to have more
positive experiences in community life.
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Uniting Church in Australia
National Christian Youth Convention
Is a major forum for the training and
empowerment of a new generation of
young leaders to continue the work
of the Uniting Church.

Urban Seed (VIC)

Community Participation Program

The Urban Seed classroom in Melbourne’s
CBD continues to provide young people
educational activities in the form of
workshops and seminars.

3.
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Wesley Mission (NSW)

Delmar — Out of Home Care &

Education Program

This mentoring program will help children
in foster care and out of home care to help
bridge the gaps in their learning. These
mentors are qualified teachers and will
work with each child for one year.

Wesley,

mission

Youth Dimension (NAT)

Musical Schools Ministry

A school program targeting primary and
high school students in the remote country
areas of Australia.

Vouth

Youth for Christ (NAT)

Auslife Schools Workshop

An interactive seminar designed
specifically for students in Australian high
schools. Based on real life issues like self
esteem and relationships, students are
encouraged to think for themselves and
ask questions which will assist them in
furthering their spiritual journey.



director’s
report

The directors of Ansvar Insurance Limited submit herewith the annual financial report for the financial year ended
31 December 2007. In order to comply with the provisions of the Corporations Act 2001, the directors report as follows:

The names and particulars of the directors of the company during or since the end of the financial year are:

Name Particulars

Mr M.P. Baird Director since 2002. (Appointed as Chairman 1 January 2006).
Senior Partner Moores Legal Melbourne. Law and Arts Degrees Monash University.

Mr B.G. Harris Appointed to the Board on 1 January 2005. Distinguished career in a variety of finance
and managerial roles in the General Insurance industry.

Mr D.J. Harrison Director since 2001. Chairman of Ansvar Insurance Limited in New Zealand.

Dr B.E. Hughes Appointed to the Board on 19 October 2006. Associate Professor, Bachelor of Arts
(Communications), Southern Cross Theological College (AOG). Chairman, Willow Creek Association
Australia. Deputy Chair, Board of Management, Radio FM 103.2.

Mr J.R. Peberdy Director since 1999. Chief Executive Officer of Ansvar Insurance Limited. Snr. Associate of the
Australian Insurance Institute. Director of the Insurance Council of Australia. Director of Insurance
Ombudsman Service.

Mr G.A. Prescott Director since 1998. Deputy Group Chief Executive of Ecclesiastical Insurance Office plc UK.

Mr W.G. Shearn Appointed to the Board on 25 May 2006. Group Development Director Ecclesiastical Insurance
Office plc. Chartered Insurer, the Chartered Insurance Institute.

Mr J.0. Thomas Director since 2004. Chairman of Jeffrey Thomas and Partners for 23 years. Numerous
involvements as a director of private and public companies.

Mr M.H. Tripp Appointed to the Board on 15 February 2007. Group Chief Executive of Ecclesiastical Insurance
Office plc UK.

Ansvar Insurance Board (from left to right), David Harrison,
Michael Tripp, Jeffrey Thomas, Murray Baird, Bruce Harris,
John Peberdy, Bronwyn Hughes, George Prescott.

Graham Shearn.
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Profit After tax
Consolidated

2003 2004 2005 2006 2007

Principal activities

The Group’s principal activities in the
course of the financial year consisted of
insurance underwriting and investment.

There have been no significant changes
in the activities of the consolidated entity
during the year ended 31 December 2007.

Review of operations

A detailed review of operations is set
out on pages 05 to 07.

Changes in state of affairs

During the financial year there was no
significant change in the state of affairs
of the consolidated entity other than that
referred to in the financial statements

or notes thereto.

Closing Net Assets
Consolidated

2003 2004 2005 2006 2007

Subsequent events

There has not been any matter or
circumstance other than that referred

to in the financial statements or notes
thereto, that has arisen since the end of
the financial year, that has significantly
affected or may significantly affect, the
operations of the consolidated entity, the
results of those operations, or the state
of affairs of the consolidated entity in
future financial years.

Future developments

Disclosure of information regarding
likely developments in the operations
of the consolidated entity in future
financial years and the expected
results of those operations is likely to
result in unreasonable prejudice to the
consolidated entity. Accordingly, this
information has not been disclosed

in this report.

Gross Written Premium
Consolidated

2003 2004 2005 2006 2007

Dividends

In respect of the financial year ended
31 December 2007, the directors
have declared the payment of a
dividend of $2.995 million to the
parent entity (2006: $2.600 million).

Directors’ meetings

The table opposite sets out the number
of directors’ meetings (including
meetings of committees of directors)
held during the financial year and the
number of meetings attended by each
director (while they were a director or
committee member). During the
financial year, 5 board meetings, 5 audit
committee meetings, 5 investment
committee meetings, 1 community
education program grants committee
meeting and 2 nomination and
remuneration committee meetings

were held.



Directors Board Audit, Risk Investment Community Nominations &

& Compliance Committee Education Remuneration

Committee Program Grants | Committee

Committee
Held Attended | Held Attended | Held Attended | Held Attended | Held Attended

Mr M.P. Baird 5 5 5 5 - - 1 1 2 2
Mr B.G. Harris 5 ® 5 8 = - 1 1 - -
Mr D.J. Harrison 5 5 - - 5 5 - - i, -
Dr B.E. Hughes 5 5 = - - - 1 1 2 2
Mr J.R. Peberdy 5 B - - 5 5 - - - )
Mr G.A. Prescott 5 3 - - 5 4 - - i, -
Mr W.G. Shearn 5 4 - - - - . . - .
Mr J.0. Thomas 5 B 3 B 5 B - - - -
Mr M.H. Tripp 5 B - - - - 5 5 2 2

Indemnification of officers
and auditors

During the financial year, the company
paid a premium in respect of a contract
insuring the directors of the company
(as named above), the company
secretary and all executive officers

of the company and of any related body
corporate against a liability incurred as
such a director, secretary or executive
officer to the extent permitted by the
Corporations Act 2001. The contract
of insurance prohibits disclosure of
the nature of the liability and the
amount of the premium.

The company has not otherwise, during
or since the financial year, indemnified
or agreed to indemnify an officer or
auditor of the company or of any related
body corporate against a liability
incurred as such as officer or auditor.

Auditors’ independence declaration

The auditors’” independence
declaration is included on page 20
of the financial report.

Rounding off of amounts

The company is a company of the
kind referred to in ASIC Class Order
98/0100, dated 10 July 1998, and

in accordance with that Class Order
amounts in the directors’ report and
the financial report are rounded off
to the nearest thousand dollars.

Signed in accordance with a resolution
of the directors made pursuant to
5.298(2) of the Corporations Act 2001.

On behalf of the Directors

” :

M.P. Baird

Chairman

B.G. Harris

Director

Melbourne, 17 April 2008
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Deloitte.

Deloitie Touche Tohmatsy
ABMN T4 450 121 0ED

180 Lonadals Strael
Maitourme WIC 3000

GPO Box TEB
Maiboume VIC 3001 Australia
DX 111

: Tel: +61 (0} 3 9208 7000
The Board of Directors Fax 61 (0) 3 9208 7001

Ansvar Insurance Limited e deloilie com_au
Level 18, 303 Collins Street
Melbowrne, VIC 3000

17 April 2008

Dear Directors
Ansvar Insurance Limited

In accordance with section 307C of the Corporations Act 2001, | am pleased to provide the following declaration of
independence to the directors of Ansvar Insurance Limited.

As lead audit partner for the audit of the financial statements of Ansvar Insurance Limited for the financial year ended
31 December 2007, 1 declare that to the best of my knowledge and belief, there have been no contraventions of:

(i) the auditor independence requirements of the Corporations Act 2001 in relation to the audit; and
{it)any applicable code of professional conduct in relation to the audit.

Yours sincerely

ikt Tl i 5 P

DELOITTE TOUCHE TOHMATSU

Meil A Brown
Partner
Chartered Accountants

Liabiliny limsted by a scheme approved under Prof; | Stnndards Leguslats

Mamber of
Daloltts Touchs Tohmatsu




Deloitte.

Dadcitie Touche Tobmatsu
ABM T4 490 121 050

180 Lonsdale Street
Malboume VIC 3000

GPO Box TBB
Melboume VIC 3001 Australi

O 111

Tal: +61 (0) 3 9208 7000
Faxc +&1 (0) 3 8208 7001
www, deloilte com_au

Independent audit report to the members of
Ansvar Insurance Limited

Report on the Financial Report

We have audited the sccompanying financial report of Ansvar Insurance Limited, which comprises the balance sheet as
at 31 December 2007, and the income statement, cash flow statement and statement of changes in equity for the year
ended on that date, a summary of significant accounting policies, other explanatory notes and the directors” declaration
of the consolidated entity comprising the company and the entities it controlled at the year's end as set out on pages 23
to 6.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation and fair presentation of the financial report in
pecordance with Australian Accounting Standards (including the Australian Accounting Interpretations) and the
Corporations Aet 2001, This responsibility includes establishing and maintaining internal control relevant to the
preparation and fair presentation of the financial report that is free from material misstatement, whether due to fraud or
error; selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in
the circumstances. In Note |, the directors also state, in accordance with Accounting Standard AASB 101 Presemtation
of Financial Statements, that compliance with the Australian equivalents to International Financial Reporting Standards
ensures that the financial report, comprising the consolidated financial statements and notes complies with International
Financial Reporting Standards,

Auditor’s Responsibility

Our responsibility 15 to express an opinion on the financial repont based on our audit. We conducted our audit in
accordance with Australian Auditing Standards. These Auditing Standards require that we comply with relevant ethical
requirements relating to audit engagemenis and plan and perform the audit to obtain reasonable assurance whether the
financial report is free from material misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
report. The procedures selected depend on the auditor’s judgement, including the assessment of the risks of material
misstatement of the financial report, whether due to fraud or error. In making those risk assessments, the awditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial report in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by the directors, as well as evaluating the overall

presentation of the financial report.

We believe that the audit evidence we have obained iz sufficient and appropriate to provide a basis for our audit
opInion.

iakillity limi Member of
Liability limited by a scheme approved under Professional Saandards Legislstion. =

11
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Deloitte.

Auditor’s Independence Declaration

In conducting our awdit, we have complied with the independence requirements of the Corporations Act 2001,
Aunditor®s Opinion

In our opinion:

{a) the financial report of Ansvar Insurance Limited is in accordance with the Corporations Act 2001, including:
(1) gmiving a true and fair view of the company’s and consolidated entity’s financial position as at 31 December
2007 and of performance for the vear ended on that date; and
(1) complying with Australian Accounting Standards (including the Australian Accounting Interpretations) and
the Corporations Regulations 2001 ; and

(b) the consolidated financial statements and notes also comply with International Financial Reporting Standards as
disclosed in Note 1.

DELOITTE TOUCHE TOHMATSU

Meil A Brown

Partner

Chartered Accountants
Melbourne, 17 April 2008




Directors’ declaration

The directors declare that:

a. in the director’s opinion, there are
reasonable grounds to believe that
the company will be able to pay its
debts as and when they become due
and payable;

b. in the director’s opinion, the
attached financial statements and
notes thereto are in accordance with
the Corporations Act 2001, including
compliance with accounting
standards and giving a true and fair
view of the financial position and the
performance of the consolidated entity.

Signed in accordance with a resolution
of the directors made pursuant to
5.295(5) of the Corporations Act 2001,

On behalf of the Directors

” :

M.P. Baird
Chairman

B.G. Harris
Director

Melbourne, 17 April 2008
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Income statement for the financial year
ended 31 December 2007

Consolidated Company
2007 2006 2007 2006
Note $°000 $°000 $°000 $°000
Direct premium revenue ba 127,397 122,098 112,453 107,609
Outwards reinsurance premium expense (52,175) (44,027) (43,854) (36,684)
Net premium revenue 75,222 78,071 68,599 70,925
Direct claims expense 20 (95,318) (72,694) (86,396) (65,425)
Reinsurance and other recoveries revenue 5a 43,992 27,014 40,332 24,979
Net claims incurred 20 (51,326) (45,680) (46,064) (40,446)
Acquisition costs (10,192) (10,744) (8,792) (9,632)
Fire brigade charges (6,888) 6,112) (6,888) 6,112)
Underwriting expenses (17,080) (16,856) (15,680) (15,744)
Underwriting result 6,816 15,535 6,855 14,735
Interest and dividend revenue 5a 11,582 10,087 10,738 9,302
Changes in fair value
Realised losses on investments 5a (49) (33) (162) (21)
Unrealised losses on investments 5a (3,006) (1,989) (2,904) (1,916)
Other operating income Ha 399 367 323 287
Finance costs 5b (182) (215) (182) (182)
General and administration expenses (7,034) (6,553) (6,610) (6,094)
Profit for the year before income tax 8,526 17,199 8,058 16,111
Income tax expense relating to ordinary activities 6 (2,599) (5,215) (2,430) (4,841)
Profit for the year 5,927 11,984 5,628 11,270

The above income statements are to be read in conjunction with the notes to the financial statements.



Balance sheet as at 31 December 2007

Consolidated Company
2007 2006 2007 2006
Note $°000 $°000 $°000 $°000
Current assets
Cash and cash equivalents 33 12,622 15,551 11,197 14,746
Receivables 9 98,311 82,610 87,058 72,327
Investments 10 42,624 80,287 37,822 73,939
Reinsurance recoveries receivable 11 31,434 16,211 28,317 14,435
Current tax assets 12 1,619 217 1,286 -
Total current assets 186,610 194,876 165,680 175,447
Non-current assets
Receivables 13 1,045 1,165 1,045 1,165
Investments 10 124,065 78,482 119,300 74,765
Reinsurance recoveries receivable 11 13,781 12,761 13,781 12,761
Property, plant and equipment 14 2,777 2,909 2,679 2,759
Deferred tax assets 6 4,407 3,219 4,337 3,219
Intangible assets 15 671 924 486 575
Total non-current assets 146,746 99,460 141,628 95,244
Total Assets 333,356 294,336 307,308 270,691
Current liabilities
Payables 16 18,698 18,981 16,890 16,799
Interest bearing liabilities 17 - 93 - -
Current tax liabilities 6 - 1,753 - 1,753
Provisions 18 8,098 5,244 7,244 4,525
Outstanding claims liabilities 21 54,816 34,668 47,938 30,218
Unearned premium 22 77,261 73,036 68,911 64,868
Total current liabilities 158,873 133,775 140,983 118,163
Non-current liabilities
Interest bearing liabilities 19 3,000 3,000 3,000 3,000
Provisions 18 889 820 834 765
Deferred tax liabilities 6 - 76 - -
Outstanding claims liabilities 21 101,198 90,103 101,198 90,103
Total non-current liabilities 105,087 93,999 105,032 93,868
Total liabilities 263,960 227,774 246,015 212,031
Net Assets 69,397 66,562 61,293 58,660
Equity
Issued capital 26 5,000 5,000 5,000 5,000
Reserves 27 315 412 326 326
Retained earnings 28 64,082 61,150 55,967 53,334
Total Equity 69,397 66,562 61,293 58,660

The above balance sheets are to be read in conjunction with the notes to the financial statements.
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Statement of changes in equity for the financial
year ended 31 December 2007

Consolidated

Foreign
Fully paid Asset currency
ordinary revaluation translation Retained
shares reserve reserve earnings Total
$°000 $°000 $°000 $°000 $°000
Balance at 1 January 2006 5,000 326 421 51,766 57,513
Exchange differences arising on translation - - (335) - (335)
of foreign operations
Net income recognised directly in equity - - (335) - (335)
Profit for the year - - - 11,984 11,984
Total recognised income and expense - - (335) 11,984 11,649
Payment of dividends - - - (2,600) (2,600)
Balance at 31 December 2006 5,000 326 86 61,150 66,562
Exchange differences arising on translation - - 97) - 97)
of foreign operations

Net income recognised directly in equity - - (97) - (97)
Profit for the year - - - 5,927 5,927
Total recognised income and expense - - (97) 5,927 5,830
Payment of dividends - - - (2,995) (2,995)
Balance at 31 December 2007 5,000 326 (11) 64,082 69,397
Company

Foreign

Fully paid Asset currency

ordinary revaluation translation Retained

shares reserve reserve earnings Total
$°000 $°000 $°000 $°000 $°000
Balance at 1 January 2006 5,000 326 - 44,664 49,990
Profit for the year - - - 11,270 11,270
Total recognised income and expense - - - 11,270 11,270
Payment of dividends - - - (2,600) (2,600)
Balance at 31 December 2006 5,000 326 - 53,334 58,660
Profit for the year - - - 5,628 5,628
Total recognised income and expense - - - 5,628 5,628
Payment of dividends - - - (2,995) (2,995)
Balance at 31 December 2007 5,000 326 - 55,967 61,293

The above statements of changes in equity are to be read in conjunction with the notes to the financial statements.



Cash flow statement for the financial year

ended 31 December 2007

Consolidated Company
2007 2006 2007 2006
Note $°000 $°000 $°000 $°000
Cash flows from operating activities
Premiums received 127,812 123,330 112,687 109,157
Outwards reinsurance paid (60,066) (43,574) (50,978) (35,638)
Claims expense paid (52,061) (48,291) (46,064) (42,616)
Reinsurance and other recoveries received 31,696 26,782 27,746 23,687
Acquisition costs and other costs paid (40,439) (33,223) (36,226) (29,987)
Interest and other costs of finance paid (181) (180) (180) (180)
Dividends received 190 - 190 -
Interest received 11,111 9,311 10,323 8,555
Other revenue 418 380 285 243
Income tax paid (7,020) (8,059 (6,586) (7,542)
Net cash provided by operating activities 33b 11,460 26,476 11,197 25,679
Cash flows from investing activities
Rentals received - 24 57 57
Payments for investments (155,336) (363,898) (144,804)  (348,685)
Proceeds from sale of investments 137,750 344,950 126,297 329,207
Net advances (to)/from controlled entity - - 1) 1
Payments for plant and equipment (795) (754) (735) (663)
Proceeds from sale of plant and equipment 33 127 18 127
Net cash used in investing activities (18,348) (19,551) (19,168) (19,958)
Cash flows from financing activities
Dividends paid (2,600) - (2,600) -
Net cash used in financing activities (2,600) - (2,600) -
Net increase in cash and cash equivalents (9,488) 6,925 (10,571) 5,721
Cash and cash equivalents at the beginning 33a 33,084 26,213 30,615 24,894
of the financial year
Effects of exchange rate changes on the balance 41 (54) -
of cash held in foreign currencies
Cash and cash equivalents at the end of the financial year 33a 23,637 33,084 20,044 30,615

The above cash flows statements are to be read in conjunction with the notes to the financial statements.
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Notes to the financial statements for the
financial year ended 31 December 2007

1. Significant accounting policies
Statement of Compliance

The financial report is a general purpose financial report
which has been prepared in accordance with the Corporations
Act 2001, Accounting Standards and Interpretations, and
complies with other requirements of the law.

Accounting Standards include Australian equivalents to
International Financial Reporting Standards (‘A-IFRS’). Compliance
with the A-IFRS ensures that the consolidated financial
statements and notes of the consolidated entity comply

with International Financial Reporting Standards (‘IFRS’).

The financial report includes separate financial statements of
the company and the consolidated financial statements of the
Group. The financial statements were authorised for issue by
the directors on 17 April 2008.

Basis of Preparation

The financial report has been prepared on the basis of
historical cost, except for the revaluation of certain non-current
assets and financial instruments. Cost is based on the fair
values of the consideration given in exchange for assets.

All amounts are presented in Australian dollars. The company
is a company of the kind referred to in ASIC Class Order
98/0100, dated 10 July 1998, and in accordance with that
Class Order amounts in the financial report are rounded off
to the nearest thousand dollars, unless otherwise indicated.

Accounting policies are selected and applied in a manner
which ensures that the resulting financial information satisfies
the concepts of relevance and reliability, thereby ensuring
that the substance of the underlying transactions or other
events is reported.

The following significant accounting policies have been
adopted in the preparation and presentation of the
financial report:

a. Principles of general insurance business

An insurance contract is defined as a contract under which
one party (the insurer) accepts significant insurance risk
from another party (the policyholder) by agreeing to compensate
the policyholder if a specified uncertain future event (the
insured event) adversely affects the policyholder.

b. Premium revenue

Direct premium comprises amounts charged to the
policyholder or insurers including fire service levies, but
excluding stamp duties collected on behalf of third parties.
The earned portion of premiums received and receivable,
including unclosed business, is recognised as revenue.
Premium is treated as earned from the date of attachment
of risk. Premiums on unclosed business are brought to
account by reference to the previous year’s premium
processing delays with due allowance for any changes

in the pattern of new business and renewals.

The pattern of recognition of income over the policy period
is based on time, which closely approximates the pattern
of risks underwritten. Unearned premium is determined

by apportioning the premiums written in the year, after
deducting reinsurance.

c. Claims

Claims expense and a liability for outstanding claims are
recognised in respect of all business written. The liability
covers claims reported but not yet paid, incurred but not
reported claims (IBNR) and the anticipated direct and
indirect costs of settling those claims. Claims outstanding
are assessed by reviewing individual claim files and
estimating changes in the ultimate cost of settling claims
with IBNRs and settlement costs using statistics based
on past experience and trends.

No discounting has been applied to outstanding claims
for “short tail” classes as the impact is not significant.
The liability for outstanding claims for “long-tail” classes
is measured as the present value of the expected future
payments. These payments are estimated on the basis of
the ultimate cost of settling claims, which is affected by
factors arising during the period to settlement such as
normal and “superimposed” inflation. The expected future
payments are discounted to present value at the balance
date using risk free rates.

d. Outwards reinsurance

Premium ceded to reinsurers is recognised as an expense
in accordance with the pattern of reinsurance service
received. Accordingly, a portion of outwards reinsurance
premium is treated at the balance date as a prepayment.



Notes to the financial statements for the
financial year ended 31 December 2007

e. Reinsurance and other recoveries receivable i. Financial Assets

Reinsurance and other recoveries receivable on paid
claims, reported claims not yet paid and IBNRs are
recognised as revenue. Recoveries receivable are assessed
in a manner similar to the assessment of outstanding claims.

f. Acquisition costs

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

. Fire brigade and other charges

A liability for fire brigade and other charges is recognised
on business written to the balance date. Levies and
charges payable by the company are expensed on the
same basis as the recognition of premium revenue, with
the portion relating to unearned premium being recorded
as a prepayment.

. Unearned premium liabilities

Unearned premium liability is determined by apportioning
the premium written over the period from date of
attachment of risk to the expiry of the policy term.

Liability adequacy testing is performed in order to
recognise any deficiencies in the Income statement arising
from the carrying amount of the unearned premium liability
less any related deferred acquisition costs and intangible
assets not meeting the estimated future claims under
current insurance contracts.

The estimated future claims under current insurance
contracts are measured using the present value of the
expected cash flows relating to future claims and
associated expenses (discounted using a risk free discount
rate) plus an additional fair value risk margin to reflect the
inherent uncertainty of those estimated cash flows.

Liability adequacy testing is performed at the level of
a portfolio of contracts that are subject to broadly similar
risks and are managed together as a single portfolio.

Policyholders’ funds are those financial assets held to fund
the insurance provisions of the consolidated entity. The
remaining financial assets represent shareholders’ funds.
Insurance profit is derived by adding investment income on
policy holders’ funds to the underwriting result.

In accordance with AASB 1023, the consolidated entity is
required to measure financial assets held to fund insurance
provisions at fair value through profit or loss.

AASB 139 has an option to measure all financial assets
at fair value through profit or loss. Shareholders’ funds
constitute a group of financial assets which are managed,
and their performance evaluated, on a fair value basis in
accordance with the consolidated entity’s documented
investment strategy. Information prepared on this basis is
provided to the consolidated entity’s senior management.
The consolidated entity has therefore elected to measure
all financial assets that do not fund insurance provisions
at fair value through profit or loss upon initial recognition
and at the date of transition to AIFRS.

Fair value is determined by reference to the closing bid
price of the instrument at balance sheet day.

Loans and receivables

Loans and receivables are measured at amortised cost
using the effective interest method less impairment.

Financial instruments issued by the company
Debt and equity instruments

Debt and equity instruments are classified as either
liabilities or as equity in accordance with the substance
of the contractual arrangement.

Transaction costs on the issue of equity instruments

Transaction costs arising on the issue of equity instruments
are recognised directly in equity as a reduction of the
proceeds of the equity instruments to which the costs
relate. Transaction costs are the costs that are incurred
directly in connection with the issue of those equity
instruments and which would not have been incurred had
those instruments not been issued.
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1. Significant accounting policies (continued)

Interest and dividends

Interest and dividends are classified as expenses or as
distributions of profit consistent with the balance sheet
classification of the related debt or equity instruments.

. Property, plant and equipment

Owner occupied land and buildings are measured at fair
value. Fair value is determined on the basis of an
independent valuation prepared by external valuation
experts, based on discounted cash flows or capitalisation
of net income (as appropriate). The independent valuation
is carried out every three years. The fair values are
recognised in the financial statements of the consolidated
entity and are reviewed at the end of each reporting period
to ensure that the carrying value of land and buildings is
not materially different from their fair values.

Any revaluation increase arising on the revaluation of land
and buildings is credited to the asset revaluation reserve,
except to the extent that it reverses a revaluation decrease
for the same asset previously recognised as an expense in
profit or loss, in which case the increase is credited to the
income statement to the extent of the decrease previously
charged. A decrease in carrying amount arising on the
revaluation of land and buildings is charged as an expense
in profit or loss to the extent that it exceeds the balance,

if any, held in the asset revaluation reserve relating to a
previous revaluation of that asset.

Depreciation on revalued buildings is charged to profit or
loss. On the subsequent sale or retirement of a revalued

property, the attributable revaluation surplus remaining in
the asset revaluation reserve, net of any related deferred
taxes, is transferred directly to retained earnings.

Plant and equipment and leasehold improvements are
stated at cost less accumulated depreciation and
impairment. Cost includes expenditure that is directly
attributable to the acquisition of the item. In the event that
settlement of all or part of the purchase consideration is
deferred, cost is determined by discounting the amounts
payable in the future to their present value as at the date
of acquisition.

Depreciation is provided on property, plant and equipment,
including freehold buildings but excluding land. Depreciation
is calculated on a straight line basis so as to write off the
net cost or other revalued amount of each asset over its
expected useful life to its estimated residual value.

Notes to the financial statements for the
financial year ended 31 December 2007

Leasehold improvements are depreciated over the period of
the lease or estimated useful life, whichever is the shorter,
using the straight line method. The estimated useful lives,
residual values and depreciation method is reviewed at the
end of each annual reporting period.

The following estimated useful lives are used in the
calculation of depreciation:

Buildings

20 - 30 years

Leasehold improvements
Length of lease

Motor vehicles
5 -7 years

Office furniture and fittings
3 -15years

Computer hardware
3 -5 years

. Employee benefits

Provision is made for benefits accruing to employees

in respect of wages and salaries, annual leave, long
service leave, and sick leave when it is probable that
settlement will be required and they are capable of being
measured reliably.

Provisions made in respect of employee benefits expected
to be settled within 12 months, are measured as the
amount unpaid at the reporting date at current pay rates
in respect of employees’ services up to that date.

Provisions made in respect of employee benefits are not
expected to be settled within 12 months and are measured
as the present value of the expected future cash outflows
to be made by the economic entity in respect of services
provided by employees up to the reporting date.
Consideration is given to expected future wage and salary
levels, experience of employee departures and periods of
service. Expected future payments are discounted using
interest rates on national government guaranteed securities
with terms to maturity that match, as closely as possible,
the estimated future cash outflows.

Defined contribution plans

Contributions to defined contribution superannuation plans
are expensed when incurred.
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m. Foreign currency
Foreign currency transactions

All foreign currency transactions during the financial year
are brought to account using the exchange rate in effect
at the date of the transaction. Foreign currency monetary
items at reporting date are translated at the exchange rate
existing at reporting date. Non-monetary assets and
liabilities carried at fair value that are denominated in
foreign currencies are translated at the rates prevailing

at the date when the fair value was determined.

Foreign operations

Assets and liabilities of the controlled entity in New Zealand
have been translated into Australian currency at year-end
rates of exchange, while revenue and expenses of this
controlled entity have been translated at the average of
rates ruling during the year. As these foreign operations are
all self sustaining, profits and losses arising on translation
have been brought to account directly to the foreign
currency translation reserve and have not been taken to
the statement of financial performance.

n. Borrowings

Borrowings are recorded initially at fair value, net of
transaction costs.

Subsequent to initial recognition, borrowings are measured
at amortised cost with any difference between the initial
recognised amount and the redemption value being
recognised in profit and loss over the period of the
borrowing using the effective interest rate method.

0. Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, cash in
banks and investments in money market instruments, net

of outstanding bank overdrafts. Bank overdrafts are shown
within borrowings in current liabilities in the balance sheet.

Cash equivalents are held for the purpose of meeting
short-term cash commitments rather than for investment
purposes; these are money market instruments with
short maturities (three months or less from the date

of acquisition) which are readily convertible to a known
amount of cash and are subject to an insignificant risk
of changes in value.

p. Goods and Services Tax

Revenues, expenses and assets are recognised net of the
amount of goods and services tax (GST), except:

i. where the amount of GST incurred is not recoverable
from the taxation authority, it is recognised as part of
the cost of acquisition of an asset or as part of an item
of expense; or

ii. for receivables and payables which are recognised
inclusive of GST.

The net amount of GST recoverable from, or payable
to, the taxation authority is included as part of receivables
or payables.

Cash flows are included in the statement of cash flows

on a gross hasis. The GST component of cash flows arising
from investing and financing activities which is recoverable
from, or payable to, the taxation authority is classified as
operating cash flows.

. Impairment of Assets

At each reporting date, the consolidated entity reviews the
carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated

in order to determine the extent of the impairment loss

(if any). Where the asset does not generate cash flows that
are independent from other assets, the consolidated entity
estimates the recoverable amount of the cash-generating
unit to which the asset belongs. Intangible assets with
indefinite useful lives and intangible assets not yet available
for use are tested for impairment annually and whenever
there is an indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs
to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific to the asset for which the estimates of future
cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or cash-generating unit) is
reduced to its recoverable amount. An impairment loss is
recognised in profit or loss immediately, unless the relevant
asset is carried at fair value, in which case the impairment
loss is treated as a revaluation decrease.
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Where an impairment loss subsequently reverses, the
carrying amount of the asset (or cash-generating unit) is
increased to the revised estimate of its recoverable amount,
but only to the extent that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for
the asset (or cash-generating unit) in prior years. A reversal
of an impairment loss is recognised in profit or loss
immediately, unless the relevant asset is carried at fair
value, in which case the reversal of the impairment loss

is treated as a revaluation increase.

. Income Tax

Current tax

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

(or asset) to the extent that it is unpaid (or refundable).

Deferred tax

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

In principle, deferred tax liabilities are recognised for all
taxable temporary differences. Deferred tax assets are
recognised to the extent that it is probable that sufficient
taxable amounts will be available against which deductible
temporary differences or unused tax losses and tax offsets
can be utilised. However, deferred tax assets and liabilities
are not recognised if the temporary differences giving rise
to them arise from the initial recognition of assets and
liabilities (other than as a result of a business combination)
which affects neither taxable income nor accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, branches,
associates and joint ventures except where the consolidated
entity is able to control the reversal of the temporary
differences and it is probable that the temporary
differences will not reverse in the foreseeable future.
Deferred tax assets arising from deductible temporary
differences associated with these investments and interests
are only recognised to the extent that it is probable that
there will be sufficient taxable profits against which to
utilise the benefits of the temporary differences and they
are expected to reverse in the foreseeable future.

Deferred tax assets and liabilities are measured at the

tax rates that are expected to apply to the period(s) when
the asset and liability giving rise to them are realised or
settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted by reporting date. The
measurement of deferred tax liabilities and assets reflects
the tax consequences that would follow from the manner
in which the consolidated entity expects, at the reporting
date, to recover or settle the carrying amount of its assets
and liabilities.

Current and deferred tax for the period

Current and deferred tax is recognised as an expense or
income in the income statement, except when it relates to
items credited or debited directly to equity, in which case
the deferred tax is also recognised directly in equity, or
where it arises from the initial accounting for a business
combination, in which case it is taken into account in the
determination of goodwill or excess.

. Intangible assets

Other intangible assets are non-monetary assets other than
goodwill with no physical substance, which are separately
identifiable, controlled by the consolidated entity and have
future economic benefits.

Where the intangible asset is deemed to have indefinite
life, it is not amortised but tested for impairment at least
on an annual basis. If it is deemed to have finite useful life,
it is to be amortised over its useful life and tested for
impairment whenever there is an indication that the asset
may be impaired.
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t. Leased assets

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified
as operating leases.

Group as lessee

Operating lease payments are recognised as an expense
on a straight-line basis over the lease term, except where
another systematic basis is more representative of the time
pattern in which economic benefits from the leased asset
are consumed.

u. Payables

Payables are recognised whe