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MACQUARIE LIFE LIMITED
ABN 56 003 963 773
ANNUAL REPORT

DIRECTORS' REPORT

In accordance with a resolution of the Directors, the Directors submit herewith the Financial Report at 31 March 2009 of
Macquarie Life Limited (lithe Company") for the year ended on that date and report as follows:

Directors
During the year and up to the date of this report the Directors of the company were:

H. Brown
R.D. Cartwright
J. Delaney
P. Jowett
M. Mulcare
B.N. Terr

Unless indicated, the above Directors each held offce as a Director of 
the company throughout the year ended

31 March 2009.

Principal Activities
The principal activity of the company during the financial year was the provision of 

life insurance and

investment management services to its policy holders, as well as investment products to its other clients.

Review of Operations
The net loss for the year was $12,281,000 (2008: $55,364,000 loss) after including an income tax expense of$12,064,000

(2008: $9,374,000 credit). The loss for the year was attributed to losses on the Macquarie Property Index Plus ("MPIP")
investment in the Shareholders' Fund. During the year the net loss in the Shareholders' Fund amounted to $15,971,000

(2008: $59,255,000 loss) as detailed in note 26(d) and 26(e) to the Financial Statements. During the year the Shareholders'
Fund returned capital of $35,000,000 and received a subsequent capital injection of $1 0,000,000 from Macquarie Funds
Management Holdings Limited as detailed in note 21 to the Financial Statements.

The company redeemed $112,400,000 of Enhanced Propert Performance Note ("EPPN") to MPIP during the financial

year. The EPPN offers its investor a floating return based on the cash rate plus a fixed premium, as well as a variable
return component based on the performance of a reference portfolio oflisted property securities. This is detailed in
note 18(b) to the Financial Statements.

Dividends
No dividends (2008: $33,812,000) were declared and paid during the financial year.

Significant changes in the state of affairs

In the opinion of the Directors, there were no significant changes in the state of affairs ofthe Company that occurred during the
financial year under review not otherwise disclosed in this report.

Events subsequent to balance date
At the date of this report, the Directors are not aware of any matter or circumstance which has arisen that has

significantly affected or may significantly affect the operations of 
the company, the results of those operations

or the state of affairs of the company in the financial years subsequent to 31 March 2009 not otherwise
disclosed in this report.

Rounding of amounts
In accordance with the Australian Securities and Investments Commission Class Order 98/0100 (as amended),
amounts in the directors' report have been rounded off 

the nearest thousand dollars unless otherwise indicated.
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MACQUARIE LIFE LIMITED
ABN 56 003 963 773
ANNUAL REPORT

DIRECTORS' REPORT (cont.)

Environmental regulations
The company's operations are not subject to any significant environmental regulations either under
Commonwealth or State legislation.

Likely developments, business strategies and prospects
Disclosure of information relating to the future developments in the operations, business strategies and prospects
for future financial years of the economic entity have not been included in the report because the Directors believe
it may result in unreasonable prejudice to the economic entity.

Directors' indemnification
Under the Company's Constitution, the Company indemnifies all past and present Directors and Secretaries of 

the

Company or of a wholly-owned subsidiary of the Company, including at this time the Directors named in this report

and the Secretary or Secretaries, against every liability incurred by them in, and all legal costs incurred in defending or
resisting (or otherwise in connection with) proceedings in which they become involved because of, their respective
capacities unless:

the liability is owed to the Company or to a related body corporate;
the liabilty did not arise out of the conduct of good faith;

the liability is for a pecuniary penalty order or a compensation order under the Corporations Act 2001 ("the Act");
in the case of legal costs, the costs are incurred in defending or resisting a liability excluded above, criminal
proceedings in which the person is found guilty or proceedings brought by the Australian Securities and
Investments Commission or a liquidator where grounds for a court order are established (but excluding costs
relating to investigations before commencement of 

proceedings for the court order), or the costs are incurred in

relation to proceedings for relief to the person under the Corporations Act 2001 in which the court denies relief;
the Company is forbidden by statute to indemnify the person against the liabilty or legal costs; or
an indemnity by the Company or the person against the liabilty or legal costs would, if given, be made void
by statute.

Each of the Directors and Secretaries have the benefit ofthe indemnity provisions under the Company's Constitution,
agreed by deed poll that those indemnities would not apply to the extent to which an indemnity for any liability or
legal costs is forbidden by Australian statute or would, if given, be made void by Australian statute. The limitations
on the indemnities have subsequently been adopted into the indemnity provisions of 

the Company's Constitution

with the effect that these limitations now apply directly to the Directors and Secretaries.

Directors' benefit

No Director of the company has, since the end of the previous year, received or become entitled to receive a benefit

(other than a benefit included in the total amount of emoluments received or due and receivable by Directors
shown in the financial statements) by reason ofa contract made by the company or a related body in which
the director has a substantial financial interest.
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MACQUARIE LIFE LIMITED
ABN 56 003 963 773
ANNUAL REPORT

DIRECTORS' REPORT (cont.)

Auditors
PricewaterhouseCoopers, Chartered Accountants, continue in offce in accordance with section 327 of 

the Companies

Act 200 i.

Auditors' independence declaration
A copy of the auditors' independence declaration, as required under section 307C of 

the Act, is set out on page 7 of this

report.

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

il Ct ~ i

R. D. Cartwright
Director
Sydney, 12 May 2009
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PRcEWTfRHOUsE(OOPERS I

PricewaterhouseCoopers
ABN 52 780 433 757

Darling Park Tower 2
201 Sussex Street
GPO BOX 2650
SYDNEY NSW 1171
DX 77 Sydney
Australia
ww.pwc.com/au
Telephone +61 282660000
Facsimile +61 282669999

Auditors' Independence Declaration

As lead auditor for the audit of Macquarie Life Limited for the year ended 31 March 2009, I declare

that to the best of my knowledge and belief, there have been:

a) no contraventions of the auditor independence requirements of the Corporations Act 2001 in

relation to the audit; and

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

This declaration is in respect of Macquarie Life Limited during the period.

'i1úh--
S K Fergusson

Partner
PricewaterhouseCoopers

Sydney
12 May 2009

Liability limited by a scheme approved under Professional Standards Legislation



MACQUARIE LIFE LIMITED
Income statement for the year ended 31 March 2009

Note 2009 2008

$'000 $'000

Life insurance premium revenue 8 19,803 8,364

Outward reinsurance expense (5,107) (3,018)

Net life insurance premium revenue 14,696 5,346

Investment revenue 9(a) 111,696 152,840

Net fair value gains on financial assets at fair value 9(a) (260,970) (222,750)

through profit or loss
Other revenue 9(b) 23,939 29,431

Net revenue (110,639) (35,133)

Life insurance claims expense 10 1,946 594

Reinsurance recoveries revenue (1,507) (479)

Net life insurance claims expense 439 115

Administration expenses 11 50,548 38,866

Finance costs 5,370 15,328

Change in life insurance contract liabilities 17(a) (18,078) (4,051)

Change in life investment contract liabilties 17(a) (154,174) (20,530)

Change in reinsurers' share of life insurance liabilties 17(a) 5,473 (123)

Net claims and expenses (110,422) 29,605

Profit/(Ioss) before income tax (217) (64,738)

Income tax (expense )/benefit 20(b) (12,064) 9,374

Profi/(Ioss) after income tax (12,281) (55,364)

NET PROFIT/(LOSS) ATTRIBUTABLE TO MEMBERS OF
MACQUARIE LIFE LIMITED (12,281) (55,364)

The above income statement should be read in conjunction with the accompanying notes.
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MACQUARIE LIFE LIMITED
Balance sheet as at 31 March 2009

Note 2009 2008

$'000 $'000

Assets
Cash & cash equivalents 14 221,042 242,493

Receivables 15 23,536 20,407

Financial assets at fair value through profit or loss 16 1,390,785 1,930,735

Gross policy liabilities ceded under reinsurance 17(a) (3,031) 2,442

Deferred acquisition costs 19 865 1,120

Deferred tax assets 20(c) 26,520 12,722

TOT AL ASSETS 1,659,717 2,209,919

Liabilties
Trade and other payab1es 18( a) 47,136 58,588

Interest bearing liabilities 18(b) 42,500 154,900

Deferred fee revenue 19 1,905 2,244

Deferred tax liabilities 20(c) 548 2,606

Life investment contract liabilities 17(a) 1,468,199 1,836,793

Life insurance contract liabilties 17(a) (21,010) (2,932)

TOT AL LIABILITIES
1,539,278 2,052,199

NET ASSETS 120,439 157,720

Equity
Contributed equity 21 173,712 198,712

Capital reserve 22 11,000 11,000

Retained profits 5 (64,273) (51,992)

TOT AL EQUITY 120,439 157,720

The above balance sheet should be read in conjunction with the accompanying notes.
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MACQUARIE LIFE LIMITED
Statement of recognised income and expenses
for the year ended 31 March 2009

Share Capital Reserves Retained

Capital Reserve Earnings Total

$'000 $'000 $'000 $'000

Balance at 1 April 2007 87,900 11,000 37,184 136,084

Profit for the year (55,364) (55,364)

Issue of share capital 110,812 110,812

Dividend paid (33,812) (33,812)

Balance at 31 March 2008 198,712 11,000 (51,992) 157,720

Profit for the year (12,281) (12,281)

Issue of share capital (25,000) (25,000)

Dividend paid

Balance at 31 March 2009 173,712 11,000 (64,273) 120,439

The above statement ofrecognised income and expenses should be read in conjunction with the accompanying
notes.
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MACQUARIE LIFE LIMITED
Cash flow statement for the year ended 31 March 2009

Note 2009 2008

$'000 $'000

Cash flows from operating activities
Premiums received - life insurance 19,190 8,239

Claim payments - life insurance (1,920) (594)

Life investment contract contribution receipts 608,876 1,088,727

Life investment contract withdrawal payments (803,422) (1,251,197)

Interest received 22,295 36,819

Dividends received 9,603 33,844

Distributions received 80,234 109,563

Other revenues received 11,661 2,934

Commissions and expenses paid (84,708) (61,726)

Bank charges paid (145) (35)

Borrowing expenses paid (5,369) (15,406)

Call payment (208)

Other expenses (1,167) (6,473)

Net cash outflow from operating activities 24(b) (144,872) (55,513)

Cash flows from investing activities
Purchase of financial assets (3,948,330) (4,781,441)

Proceeds from sale of financial assets 4,209,151 4,906,241

Net cash inflows from investing activities 260,821 124,800

Cash flows from financing activities
Redemption of Enhanced Propert Performance Note (112,400) (35,000)

Issue of share capital (25,000) 85,000

Dividends paid (33,812)

Net cash inflow from financing activities (137,400) 16,188

Net increase in cash and cash equivalents (21,451) 85,475

Cash and cash equivalents at the beginning of the financial year 242,493 157,018

Cash and cash equivalents at the end of the financial year 24(a) 221,042 242,493

The above cash flow statement should be read in conjunction with the accompanying notes.
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MACQUARIE LIFE LIMITED
Notes to the financial statements
for the year ended 31 March 2009

i. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of the financial report are set out below. These policies
have been consistently applied to all the years presented, unless otherwise stated.

i) Basis of preparation

Macquarie Life Limited is registered under the Life Insurance Act 1995.

This general purpose financial report has been prepared in accordance with Australian Accounting Standards (which
includes Australian interpretations by virtue of AASB 1048), and the Corporations Act 200 i.

Compliance with IFRSs

Compliance with Australian Accounting Standards ensures that the financial statements and notes of Macquarie
Life Limited comply with International Financial Reporting Standards (IFRS).

Historical cost convention

These financial statements have been prepared under the historical cost convention, as modified by the financial assets
and liabilties (including derivative instruments) at fair value through profit or loss.

Critical accounting estimates

The preparation of financial statements 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 2.

Standards, interpretations and amendments to published standards that are not yet effective

Certain new accounting standards and interpretations have been published that are not mandatory for 3 i March 2009 reporting
periods. The Company's assessment of the impact of these new standards and interpretations is set out below.

AASB 8 Operating Segments and AASB 2007-3 Amendments to Australian Accounting Standards arisingfrom AASB 8
AASB 8 and AASB 2007-3 are effective for annual reporting periods commencing on or after i January 2009. AASB 8
wil result in a significant change in the approach to segment reporting, as it requires adoption of a 'management approach'
to reporting on financial performance. The information being reported wil be based on what the key decision makers
use internally for evaluating segment performance and deciding how to allocate resources to operating segments.
The Company has not adopted this standard early. Application of AASB 8 may result in different segments, segment
results and different types of information being reported in the segment note of 

the financial report. However, at this

stage, it is not expected to affect any of the amounts recognised in the financial statements.

Revised AASB 123 Borrowing Costs and AASB 2007-6 Amendments to Australian Accounting Standards arising

fromAASB 123 (AASB I,AASB 10I,AASB 107,AASB III,AASB 116 
& AASB 138 and Interpretations 1&12)

The revised AASB 123 is applicable to annual reporting periods commencing on or after i January 2009. It has removed
the option to expense all borrowing costs and when adopted, wil require the capitalisation of all borrowing costs directly
attributable to the acquisition, construction or production of a qualifying asset. The Company has not adopted these standards early.
There wil be no impact on the financial report of the Company, as the Company already capitalises borrowing costs relating to

qualifying assets.
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MACQUARlE LIFE LIMITED
Notes to the financial statements
for the year ended 31 March 2009

1. SUMMARY OF SIGNIFICANT ACCOllNTlNG POLICIES (continued)

Standards, interpretations and amendments to published standards that are not yet effective (continued)

Revised AASB 101 Presentation of Financial Statements and AASB 2007-8 Amendments to Australian Accounting Standards
arisingfrom AASB 101
A revised AASB 101 was issued in September 2007 and is applicable for anual reporting periods beginning on or after
i Januar 2009. It requires the presentation of a statement of comprehensive income and makes changes to the
statement of changes in equity, but wil not affect any of the amounts recognised in the financial statements. If an entity

has made a prior period adjustment or has reclassified items in the financial statements, it wil need to disclose a third
balance sheet (statement of financial position), this one being as at the beginning of the comparative period. The Company

intends to apply the revised standard from i April 2009.

ii) Principles for life insurance business

The life insurance operations of the Company are conducted within separate funds as required by the Life Insurance Act 1995

(the Life Act) and are reported in aggregate with the shareholders' fund in the income statement, balance sheet and cash flow
statement of the Company. The life insurance operations of the Company comprise the selIng and administration oflife insurance

and life investment contracts.

Life insurance contracts
Life insurance contracts involve the acceptance of significant insurance risk. Insurance risk is defined as significant, if and only if,
an insured event could cause an insurer to pay significant additional benefits in any scenario, excluding scenarios that lack
commercial substance (i.e. have no discernible effect on the economics of 

the transaction). Insurance contracts include those where

the insured benefit is payable on the occurrence of a specified event such as death, injury or disability caused by accident or ilness.
The insured benefit is not linked to the market value of the investments held by the Company, and the financial risks are substantially
borne by the Company. For the purpose of the Company's accounts life insurance contracts are classified under non investment

linked business. Any products sold that do not meet the definition of a life insurance contract are classified as life investment
contracts.

Life investment contracts
Life investment contracts comprise of investment-linked contracts where the benefit amounts are directly linked to the market value

of the investments held in the paricular investment-linked fund. While the underlying assets are registered in the name of 
the

Company and the investment-linked policy owner has no direct access to the specific assets, the contractual arangements are
such that the investment-linked policy owner bears the risks and rewards of 

the fund's investment performance. The Company

derives fee income from the administration of investment-linked policies and funds. For the purpose ofthc Company's accounts

life investment contracts are classified under investment-linked business.

iii) Revenue recognition

Premium revenue is eared on life insurance contracts. Premiums with a regular due date are recognised as revenue
on a due basis. Premiums with no due date are recognised as revenue on a cash received basis. Unpaid premiums are only
recognised as revenue during the days of grace or where secured by the surrender value of the policy and are included as
"Outstanding Premiums" in the notes to the accounts.

Fees for investment management services are recognised as revenue as the services are provided. Entr fees are charged to the
client on inception. The consideration received is deferred as a liability and recognised over the life of the contract on a straight
line basis.

Regular fees are charged to the customer periodically (monthly, quarerly or anually) either directly or by making a deduction
from invested funds. Regular charges billed in advance are recognised on a straight-line-basis over the biling period, which is
equivalent to the period over which the service is rendered. Fees charged at the end of 

the period are accrued as a receivable.

iv) Claims expense

Claims are separated into their expense and change in policy liability components. AASB 1038 requires separate disclosure
for life investment contracts (investment linked) and life insurance contracts (non investment linked).

Life insurance contracts
Claims incurred relating to life insurance contracts (providing services and bearing risks including protection business)
are treated as expenses. Claims are recognised when the liability to the policyholder under the policy contract
has been established, or upon notification of the insured event depending on the tye of claim.
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MACQUARIE LIFE LIMITED
Notes to the financial statements
for the year ended 31 March 2009

1. SllMMARY OJ;' SIGNIFICANT ACCOUNTING POLICIES (continued)

iv) Claims expense (continued)

Lif investment contracts

There is no claims expense in respect of life investment contracts. Surrenders and withdrawals which relate to life

investment contracts are treated as a movement in life investment contract liabilities. Surrenders are recognised
when the policyholder formally notifies of their intention to end the policy previously contracted to.

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

v) Deferred acquisition costs

The pattern of future profits of the investment linked product is affected by factors such as the level of acquisition costs that
can be deferred and amortisation pattern applied to deferred acquisition costs.

Life insurance contracts
The costs incurred in acquiring specific life insurance contracts include advisor fees, commission payments, underwriting
costs, application processing costs, relevant advertising costs, and promotion of 

products and related activities.

The proportion of life insurance contract acquisition costs not recovered by specific charges received from the contract
holder at inception is deferred provided that these amounts are recoverable out of future product margins. The deferred
income and costs are recognised on the balance sheets as a reduction in life insurance liabilities and are amortised
through the income statement over the expected duration of 

the relevant policies.

Life investment contracts
The Company defers commissions incurred in sellng new life investment contracts. These deferred commissions are
recognised in the balance sheet as deferred assets and are amortised as the Company recognises the revenue to which
costs relate. All other acquisition costs are expensed as incurred.

vi) Asset backing policy liabilties

The Company has determined that all assets held within its statutory funds are assets backing policy liabilties. All
assets of the Company are managed under the Company's Risk Management Statement on a fair value basis
and corresponding performance is reported to the Board. On this basis, all assets of 

the Company have been valued at

fair value through profit or loss where applicable.

Financial assets
Financial assets are classified at fair value through profit or loss. Initial recognition is at cost and subsequent measurement is
at fair value. Unrealised profits and losses on subsequent measurement to fair value are recognised in the income statement.
Fair value is determined as follows:

_ Cash assets and bank overdrafts are carried at face value of 
the amounts deposited or drawn. The caring amounts

of the cash assets and bank overdrafts approximate to their fair value. For the purposes of 
the cash flow statements,

cash includes cash on hand, deposits held at call with banks and investments in money market instruments, net of
bank overdrafts.

_ Shares, fixed interest securities, options and units listed on stock exchanges: fair value is taken as the bid price of 
the

instrument.
_ Unlisted fixed interest securities are recorded at amounts based on valuations using rates of interest equivalent to

the yields obtainable on comparable investments at balance date.
_ Unlisted unit trusts are recorded at fund manager's valuation.
_ Receivables are caried at amortised cost, which is the best estimate of fair value as they are settled within a short period.
_ Derivatives contracts are currently used to economically hedge exposures to interest rates and foreign currency. Under
AASB 139, all derivative contracts, whether used for hedging purposes or not, are caried in the balance sheet, at fair
value. Derivative contracts that do not qualifY for hedge accounting are required to have any subsequent changes
in fair value recognised in the income statement.
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MACQUARIE LIFE LIMITED
Notes to the financial statements
for the year ended 31 March 2009

i. SUMMARY OF SIGNIFICANT ACCOliNTlNG POLICIES (continued)

vii) Financial liabilities

Payables are carried at amortised cost, which is the best estimate offair value as they are settled within a short period.

vii) Derivative instruments

Derivative instrments entered into by the Company include futures, swaps and options in the interest
rate and equity markets. These derivative instrments are principally used for the risk management of existing financial
assets and liabilities in relation to the Statutory Funds and as part of the operations of the Shareholders' Fund.

All derivatives, including those used for balance sheet hedging purposes, are recognised on the balance sheet and are
disclosed as an asset where they have a positive fair value at balance date or as a liability where the fair value at balance date
is negative.

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and subsequently remeasured
to their fair value. Fair values are obtained from quoted market prices in active markets, including recent market
transactions, and valuation techniques, including discounted cash flow models and option pricing models, as appropriate.
Movements in the carring amounts of derivatives are recognised in the income statement, unless the derivative meets the
requirements for hedge accounting.

The best evidence of a derivative's fair value at initial recognition is the transaction price, unless its fair value is evidenced
by comparison with other observable current market transactions in the same instrment or based on a valuation technique
whose variables include only data from observable markets. Where such evidence exists, the Company recognises profits immediately
when the derivative is recognised.

ix) Basis of expense apportionments

Bank charges, investment management charges and agents' fees incurred by Macquarie Investment Management Limited (MIML)
required no apportionment as they were a direct charge to the appropriate fund. These charges are apportioned between acquisition
and maintenance cost by life and investment contracts. Acquisition costs are the fixed and variable costs of acquiring new business,
including commissions and similar distribution costs and costs of accepting, issuing and initially recording policies. Investment
management costs include the costs involved with buying and selling investments and the ongoing management costs of an investment
portolio.

All other expenses are incurred by Macquarie Bank Limited on behalf of Macquarie Life Limited. These expenses are allocated to
Macquarie Life Limited on the basis of staff time allocations and are recharged at cost plus a margin of 10% in the form of a
management fee.

x) Income tax

The Company is part of a consolidated group, of which Macquarie Group Limited is the head entity.

As a consequence the Company is not subject to income tax and does not recognise any tax assets or liabilities in its
own financial statements unless the head entity is in default of its obligations, or a default is probable, under the tax consolidation
legislation. Under the terms and conditions of a tax contribution agreement, the Company wil be charged or reimbursed for
tax assets or liabilities incurred by Macquarie Group Limited in connection with the Company's activities. The effect of 

the tax

contribution agreement is that the subsidiary records an amount as income tax expense equal to the amount that would have been
calculated had the subsidiary continued to be subject to income tax.

A balance sheet method is used to determine deferred tax assets and deferred tax liabilities, which requires a comparison between
the carring amount and the tax base for each asset and liability.

The income tax expense or revenue for the period is the tax payable on the current period's taxable income based on the notional
income tax rate adjusted by changes in deferred tax assets and liabilities attributable to temporary differences between the
tax bases of assets and liabilities and their carring amount in the financial statements, and to unused tax losses.

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates expected to apply when the assets are
recovered or liabilities are settled, based on the prevailing tax rates. The relevant tax rates are applied to the cumulative amounts
of deductible and assessable temporary differences to measure the deferred tax asset or liability. Deferred tax assets are recognised for
deductible temporary differences and unused tax losses only if its probable that the future taable amounts will be available to utilise
those temporary differences and losses. Current and deferred tax balance attibutable to amounts recognised directly in equity are also
recognised directly in equity.
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MACQUARIE LIFE LIMITED
Notcs to the financial statemcnts
for the year ended 31 March 2009

i. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

xi) Tradc receivables and accounts payable

Accounts receivable generally settled within 30 days are carried at amounts due. Accounts payable, including accruals not yet biled,
are recognised when the Company becomes obliged to make future payments as a result of a purchase of assets or services.
Accounts payable are generally settled within 30 days.

xii) Cash and cash equivalents

For the purpose of the cash flow statement, cash includes cash on hand, deposits held at call with bans and investments in
money market instruments, net of ban overdrafts which are readily convertible to cash on hand at the investor's option, and have
an insignificant risk to changes in value.

xii) Comparative figurcs

Where necessary, comparative figures have been restated to conform with changes in presentation in the current year.

xiv) Rounding of amounts

The Company is ofa kind referred to in Class Order 98/0100 (as amended), issued by the Australian Securities and
Investments Commission, relating to the "rounding off' of amounts in the financial report. Amounts in the financial report have
been rounded off in accordance with that Class Order to the nearest thousand dollars, or in certain cases, to the nearest dollar.
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MACQUARIE LIFE LIMITED
Notes to the financial statements
for the year ended 31 March 2009

2. CRITICAL ACCOUNTING JUDGEMENTS AND ESTIMATES

The Company makes estimates and assumptions that affect the reported amounts of assets and liabilities at year end. Estimates and
judgements are continually evaluated and are based on historical experience and other factors, including expectations of future events
that are believed to be reasonable under the circumstances. The areas where critical accounting estimates are applied are noted below.

It has been determined that no critical accounting judgements have been made in the year.

(a) Life insurance contract liabilties

Life insurance contract liabilities are computed using statistical or mathematical methods, which are expected to give approximately the
same results as if an individual liability was calculated for each contract. The computations are made by suitably qualified personnel
on the basis of recognised actuarial methods, with due regard to relevant actuarial principles. The methodology takes into account the
risks and uncertainties of the paricular class oflife insurance business written. Deferred policy acquisition costs is connected with the

measurement basis of life insurance liabilities and are equally sensitive to the factors that are considered in the liability measurement.

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

(i) the cost of providing benefits and administering these insurance contracts;

(ii) mortality and morbidity experience on life insurance products, including enhancements to policyholder benefits;

(iii) discontinuance experience, which affects the Company's ability to recover the cost of acquiring new business over the lives
of the contract

(iv) the amounts credited to policyholders' accounts compared to the retums on invested assets through asset-liability
management and strategic and tactical asset allocation

In addition factors such as regulation, competition, interest rates, securities market conditions and general economic conditions affect the
level ofthese liabilities. Details of specific actuarial policies and methods are set out in note 3.

Balances of insurance contract liabilities are set out in note 17.

(b) Assets arising from reinsurance contracts

Assets arising from reinsurance contracts are also computed using the above methods. In addition, the recoverability of these assets is
assessed on a periodic basis to ensure that the balance is reflective of the amounts that are expected to be received, taking into consideration
factors such as counterpar and credit risk. Impairment is recognised where there is objective evidence that the Company may not
receive amounts due to it and these amounts can be reliably measured.

Balances of reinsurance contracts are set out in note 17.

(c) Investments contracts - deferred acquisition cost and deferred revenue

The assessment of recoverability and amortisation of deferred acquisition costs is an inherently uncertain process. There is no reliable
measure of the future economic benefits that wil arise from the acquisition costs incurred. This is largely due to uncertainty surrounding
continuance or surrender of paricular policies. The acquisition costs are capitalised and separately disclosed as an intangible asset in
the balance sheet and amortised over the period to which the benefits are received.

The amortisation of deferred revenue is an inherently uncertain process, involving assumptions about factors related to the period a
policy wil be in force. This is largely due to uncertainty surrounding continuance or surrender of paricular policies. The deferred revenue
is capitalised and separately disclosed as an other liability in the balance sheet and amortised over the period to which the policy is
expected to provide income.

Balances of deferred acquisition costs are set out in note 19.
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MACQtJARIE LIFE LIMITED
Notes to the financial statements
for the year ended 31 March 2009

3. SUMMARY OF SIGNIFICANT ACTUARIL METHODS AND ASSUMPTIONS

The effective date of the actuarial report on life insurance liabilities, life investment contract liabilities and solvency reserves is 3\ March 2009.
The actuarial report was prepared by Greg Martin BA, FIA, ASIA on 12th May 2009. The actuarial report indicates that Greg Martin is satisfied
as to the accuracy of the data upon which policy liabilities have been determined.

The policy liabilities have been determined in accordance with the applicable accounting standards. Policy liabilities for life insurance contracts
are valued in accordance with AASB 1038, whereas life investment contracts are valued in accordance with AASB 139.

PART 1 - POLICY ASSUMPTIONS

Life insurance contract liabilities have been calculated in accordance with relevant actuarial guidance. Life insurance contract liabilities have
been calculated in a way which allows for the systematic release of planned margins as services are provided to policyholders and premiums

are received.

Policy liabilities have been calculated in accordance with Life Prudential Standard LPS i .04 "Valuation of Policy Liabilities" issued by the APRA.
The Life Prudential Standard requires that life insurance contract policy liabilities to be calculated in a way which allows for the systematic
release of planned margins as services are provided to policy owners and premiums are received.

For life investment contracts, the Life Prudential Standard requires the policy liabilities to be calculated in accordance with Australian Accounting
Standards outlined in note 1.

Disclosure of Assumptions for Life Insurance Contracts

The methods and profit carriers for particular policy types are as follows:

Actuarial Methods

BUSINSS TYPE METHOD PROFIT CARIER(S)

Term Life and Disability Insurance Accumulation Premiums

PART 2 - SOLVENCY REOUIREMENTS

These are amounts required to meet the prudential standards specified by the APRA to provide protection against the impact of fluctuations
and unexpected adverse circumstances on the Company.

The methodology and bases for determining Solvency Requirements are in accordance with the requirements of APRA Prudential Standards.

PART 3 - DISCLOSURE OF ASSUMPTIONS

(i) Discount Rates

Discount rates assumed were 4.4% p.a. (2008: 6.2% p.a.).

(ii) Inflation Rates

Allowance for future inflation of2.6% pa (2008: 3.2%) is assumed.

(iii) Future Expenses and Indexation
Future maintenance expenses have been assumed based on the 2009/1 0 budget.

Future investment expenses have been assumed to be at the same percentage of assets under management as currently applies.

Benefits and/or premiums under most of the regular premium policies are automatically indexed. Assumed future take-up of 
these indexation

options has been based on the Company's previous experience and industry experience.

(iv) Rates of Taxation

The life insurance contract liabilities have been determined on a gross of 
tax basis.
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MACQUARIE LIFE LIMITED
Notes to the financial statements
for the year ended 31 March 2009

3. SUMMARY OF SIGNIFICANT ACTUARIAL METHODS AND ASSUMPTIONS (Continued)

DISCLOSURE OF ASSUMPTIONS (continued)

(v) Decrements
Mortality
Mortality rates var by product from 64% to 80% of IA95/97 insured lives mortality table, published by the Institute of
Actuaries of Australia, disaggregated by smoker status and adjusted to allow for the effects of initial selection and industry experience

(2008: 73% to 80%).

Morbidity
The morbidity rates for lump sum TPD benefits are based on a combination of reinsurance company experience and industry experience

(No change from 2008).

Disability
Disability rates, which var by sex, age, smoking status and occupation have been based on industry experience. The claim termination
rates as shown below.

Termination between 25% - 125% lAD 89-93 (No change from 2008).

Rates of discontinuance
Future rates of discontinuance for the major classes of business are assumed in aggregate to be in the order of:

Term life insurance: 5%-20% (No change from 2008).

Assumed rates may var by sub-grouping within a class and var according to the length of 
time tranches of business have been

in force.

(vi) Surrender values

Surrender values are based on the provisions specified in policy contracts and include a recovery of 
policy establishment and

maintenance costs.

(vii) Effects of changes in actuarial assumptions from 31 March 2008 to 31 March 2009

The policy liabilities are calculated on an accumulation basis. No changes to the accumulation basis assumptions were
made during the year. The policy liability is subject to a recoverability test. The changes in the assumptions adopted for
recoverability test did not have a material impact (less than $0.1 milion) on policies inforce at 31 March 2009.
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MACQUARIE LIFE LIMITED
Notes to the financial statements
for the year ended 31 March 2009

3. SUMMARY OF SIGNIFICANT ACTUARIAL METHODS AND ASSUMPTIONS (Continued)

PART 4 - PROCESSES USED TO SELECT ASSUMPTIONS

Risk discount rate
The discount rates adopted are risk free rates based on current observable, objective rates that relate to the nature, structure
and term of the future obligations.

Expense level and Infation
The budgeted level of expenses is taken as an appropriate expense base. Expense inflation is based on current inflation rates and
the outlook for inflation over the term of the liabilities.

'"

Tax
It has been assumed that current tax legislation and rates continue unaltered.

Mortality and Morbidity
Assumed claim rates were based on various published tables, primarily those most recently published by the Institute of
Actuaries of Australia, adjusted in light of most recent industry experience and the Appointed Actuary's best estimate of
claims experience ofthe Company.

Discontinuance
Assumed discontinuance rates are based on recent actual discontinuance experience and the appointed actuaries best
estimate of future discontinuance rates. Assumed rates var by subgroupings within a category and var according to the
length oftime tranches of business have been in force.

Interest rates
The gross interest rates used are the gross yield to redemption of benchmark govemment securities.

PART 5 - SENSITIVITY ANALYSIS

The Company conducts sensitivity analysis to quantiJy the exposure to risk of changes in the key underlying variables
such as interest rate, equity prices, mortality, morbidity and inflation. The valuations included in the reported results and
the Company's best estimate of future performance are calculated using certain assumptions about these variables. The
movement in any key variable will impact the performance and net assets of the Company and as such represents a risk.

Variable Impact of movement in underlvinii variable

Expense Risk An increase in the level or inflationar growth of expenses over assumed levels wil decrease profit
and shareholders' equity.

Market
Interest Rate

An increase in market interest will cause the value ofthe entity's financial assets and interest rate
sensitive liabilities to fall.
The impact on profit and shareholder equity depends on the relative profiles of assets and liabilities,
to the extent that these are not matched.

Mortality Rates Greater mortality rates would lead to higher levels of claims occurring, increasing claims cost and
therefore reducing profit and shareholders' equity.

Morbidity Rates The cost of health-related claims depends on both the incidence of policyholders becoming ill

and the duration which they remain ilL. Higher than expected incidence and duration would be likely
to increase claim costs, reducing profit and shareholders' equity.

:..

Discontinuance The impact of the discontinuance rate assumption depends on a range of factors including the type
of contract, the surrender value basis (where applicable) and the duration in force. For example,
an increase in discontinuance rates at earlier durations of life insurance contracts usually has a negative
effect on performance and net assets. However, due to the interplay between the factors, there is not
always an adverse outcome from increase in discontinuance rates.

i ~
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MACQUARIE LIFE LIMITED
Notes to the financial statements
for the year ended 31 March 2009

3. SUMMARY OF SIGNIFICANT ACTlJARIAL METHODS AND ASSUMPTIONS (Continued)

PART 5 - SENSITIVITY ANALYSIS (continued)

The table below illustrates how changes in key assumptions would impact the reported profit and equity of 
the Company.

Increase in
Maintenance Expenses

Gross (of reinsurance) Net (ofreinsurance)

Change in Profit/(Loss) Life Insurance Profit/(Loss) Life Insurance

Variable 2009 Liabilities 2009 Liabilities

% $'000 $'000 $'000 $'000

0.5% (1,04 I) 1,488 (656) 936

10% (3.226 ) 4,608 (432) 617

10% (2,826) 4,038 (1,795) 2,564

10% (1,862) 2,660 (1,862' 2,660

Results of change in
variables:

Market Interest Rate

(l n crease)

Worsening of mortality

Worsening of

discontinuance rate
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MACQUARIE LIFE LIMITED
Notes to the financial statements
for the year ended 31 March 2009

4. RISK MANAGEMENT POLICY AND PROCEDURES

The financial condition and operating results ofthe Company are affected by a number of key financial and non-financial risks.

Financial risks include market risk (including foreign exchange risk, interest rate risk and price risk), credit risk, liquidity and cash
flow risk. The non-financial risks are insurance risk, compliance risk and operational risk. The Company's objective and policies
in respect of managing these risks are set out in the remainder of this section.

(a) Risk management objectives and policies for mitigating insurance risk

The Company's objective is to satisfactorily manage these risks in line with the Company's Risk Management Policies
which are approved by the Board. Various procedures are put in place to control and mitigate the risks faced by the Company
depending on the nature of the risk. The Company's exposure to key risks is monitored by management in conjunction with the
risk management compliance and operations teams and this exposure is regularly reported to the Board.

Financial risks are generally monitored and controlled by selecting appropriate assets to back policy liabilities. The assets are regularly
monitored by management to ensure that there is no material asset and liability mismatching issues and other risks
such as liquidity risk and credit risk are maintained within acceptable limits. For those life investment contracts where the benefits
paid are directly impacted by the value of the underlying assets, the Company is exposed to the risk of future decreased asset
management fees as a result of a decline in assets under management.

Insurance risks are controlled through the use of product design, underwiting procedures, adequate premium rates and suffcient
reinsurance arangements. Tight controls are also maintained over claims management practices to ensure the correct and timely
payment of insurance claims and monitoring of claims experience to ensure consistency with assumptions.

(b) Strategy for managing insurance risk

Portfolio of risks
The Company issues term life insurance contracts and disability insurance contracts. The performance of 

the Company

and its continuing ability to write business depends on its ability to pre-empt and control risks. The Company has a
risk strategy which has been approved by the Board. It summarises the Company's approach to risk and risk management.

Risk strategy
In compliance with the contractual and regulatory requirements, a strategy is in place to ensure that the risks underwitten satisfy
policyholder's risk and reward objectives whilst not adversely affecting the Company's ability to pay benefits and claims when
due. The strategy involves the identification of risks by tye, impact and likelihood, the implementation of processes and controls to
mitigate the risks, and continuous monitoring and improvement of the procedures in place to minimise the chance of an adverse
compliance or operational risk event occurring. Included in this strategy is the process for underwiting and product pricing to ensure
products are appropriately priced. Capital management is also a key aspect of 

the Company's risk management strategy. Capital

requirements are measured using a risk based capital model and all ofthe various regulatory reporting requirements to which the
Company is subject.

Allocation of capital
Capital is allocated by the Company to the portfolios of contracts or is held in a central reserve based on management's
assessment of the risk to which each line of business is exposed and its view of the profitability of the products that are sold.

Solvency margin requirements established by the Australian Prudential Regulation Authority (APRA) are in place to reinforce
safeguards for policyholders interest, which are primarily the ability to meet future claims payments to policyholders. The solvency
margins measure the excess ofthe value of the insurers' assets over the value of its liabilities, each element being determined in

accordance with the applicable valuation rules. This margin must be maintained throughout the year, not 
just at year end. These

solvency requirements also take into account specific risks faced by the Company. Where the outcome of specific adverse
scenarios differ from expectations, this has also been identified.
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MACQUARIE LIFE LIMITED
Notes to the Iinancial statements
for the year elided 31 March 2009

4. RISK MANAGEMENT POLlCY AND PROCEDURES (Continued)

(c) Methods to monitor and assess insurance risk exposures

Exposure to Risk
In an effort to protect and enhance shareholder value, the Company actively manages its exposure to risks so that it can react
in a timely manner to changes in financial markets, insurance cycles, and economic and political environments. Risk exposures are
managed using various analysis and valuation techniques, such as duration analysis, to calculate the economic capital required
to support adverse risk scenarios, along with other cash flow analysis, and prudent and diversified underwriting and investing.

Financial Monitoring
The Company reports quarerly financial and operational results, mortality and morbidity experience, claims frequency and
severity, and exposure for each portfolio of contracts (gross and net of reinsurance) to the Directors. This information is combined with

the detail of the Company's performance and its gross net exposure. The process by which it is gathered and the controls over the
process are reviewed by the risk management and compliance teams on a quarterly basis and are subject to annual review by the
Company's Appointed Actuar.

(d) Methods to limit or transfer insurance risk exposures

Reinsurance
All reinsurance treaties are analysed using a number of analytical modelling tools to assess the impact on the Company's
exposure to risk.

Underwriting procedures
Underwriting decisions are put into effect using the underwriting procedures detailed in the Company's underwriting manuaL.
Such procedures include limits to delegated authorities and signing powers. The underwriting process is regularly monitored
by the reinsurer to ensure adequate controls are in place over the underwriting process and that the controls are effective.

Claims management
Claims management procedures ensure the timely and correct payment of claims in accordance with policy conditions. This is
particularly necessary for the disability business where claims are paid as income. Disability income claims are monitored on a monthly
basis to track the experience of the portfolio.

Asset and liability management techniques

Duration analysis is primarily used to manage asset liability management risk.

Management of market risks is generally less critical for short-term insurance products, as the amounts and timing of claims do not
vary significantly with interest rates or other market changes that affect the underlying investments. The premiums received and the
investment retums (net investment income and realised gains and losses) provide substantial liquidity to meet claims payments and
associated expense as they arise. Consequently, there is greater flexibility in investment strategies while managing investments to
ensure suffcient liquidity to meet the claims as they become due, based on actuarial assessments.
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MACQUARIE LIFE LIMITED
N otcs to the financial statcments
for the ycar ended 31 March 2009

4. RISK MANAGEMENT POLICY AND PROCEDlJRES (Continued)

( e) Concentration of insurance risk

Insurance risks associated with human life events
The Company aims to maintain a wide age profie spread and mix of the sexes within its portfolio of policyholders.

The Company has various reinsurance arrangements in place which are designed to protect the statutory funds from very
large claims, to provide protection against volatilty of profit from claims fluctuations and deteriorating experience.

(1) Terms and conditions of insurance contracts

The nature of the terms of the life insurance contracts written is such that certain external variables can be identified on which

related cash flows for claim payments depend. The table below provide an overview of the key variables on which related
cash flows are dependent.

Nature of compensation for Key variables that affect the timing and

Type of Contract Detail of contract workin2:s claims uncertainty of future cash flows

Term Life and Disability Benefits paid on death or il Benefits, defined by the Mortality

health that are fixed and not insurance contract, are Morbidity

at the discretion of the issuer determined by the contract and Market earning rates

are not directly affected by the Interest rates

performance of the underlying Discontinuance rates

assets or performance of the Expenses

contracts as a whole
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MACQUARIE LIFE LIMITED
Notes to the financial statements
for the year ended 31 March 2009

6. RECONCILIATION TO THE LU'E INSIJR-\NCE ACT 1995 OPER-\TING PROFIT AND RETAINED PROHrS OF THE
STATUTORY ACCOUNTS

The following principles have been applied to the allocation and distribution of profits.

Par I - ALLOCATION OF OPERATING PROFIT
The Company writes only Australian non-paricipating business. Therefore i 00% of profits are allocated to shareholders.

Par 2 - DISTRIBUTION OF RETAINED PROFITS
Distribution of retained profits to the shareholders is made in accordance with the requirements in section 62 of the Life Insurance Act 1995.
For the year ended 3 i March 2009, distributions of profit have been determined by the Directors on the recommendation of 

the actuar.

Part 3 - DETAILS OF OPERATING AND RETAINED PROFITS
There is no difference between the operating profit and retained profit of 

the statutory funds as reported in these financial statements and

as calculated in accordance with the Life Insurance Act, 1995. There are no policy owners' interests in the statutory funds, and the
shareholders' interests are detailed in note 5.
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MACQUARIE LIFE LIMITED
Notes to the financial statements
for the year ended 31 March 2009

17. POLICY LIABILITIES

(a) MOVEMENTS IN LIFE INSURANCE POLICY LIABILITIES

Expected to be realised within 12 months
Expected to be realised in more than 12 months

2009 2008
Total Total

Statutory Statutory
Funds Funds

$'000 $'000

1,836,793 2,075,99 I

(154,174) (20,530)

608,876 1,381,621

(827,628) (1,593,619)
25,725 20,771

(2 I ,393) (27,44 i)

1,468, I 99 i ,836,793

(2,932) 1,119

(18,078) (4,051)
(21,010) (2,932)

(2,442) (2,3 I 9)
5,473 123

3,031 (2,442)

1,450,220 1,831,419

396,163 498,510

1,054,057 1.332.909

Life investment contract liabilties
Gross life investment contract liabilities at I April

Net decrease in life investment contract policy liabilities reflected in the
income statement
Life investment contract contributions recognised in policy liabilities
Life investment contract withdrawals recognised in policy liabilities
Contributions tax component of premiums

Fees and other expenses
Gross life investment contract liabilities at 31 March

Life insnrance contract liabilties
Gross life insurance contract liabilities at i April

(Increase )/decrease in life insurance contract liabilities reflected in the
income statement
Gross life insurance contract liabilties at 31 March

Reinsnrers' share of life insurance liabilties
Opening balance at i April
Increase /decrease in reinsurance assets reflected in the income statement

Gross reinsnrers' life insurance liabilties

NET POLICY LIABILITIES
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MACQUARIE LIFE LIMITED
Notes to the financial statements
for the year ended 31 March 2009

17. POLICY LIABILITIES (Continued)

(b) COMPONENTS OF NET LIFE INSURANCE POLICY LIABILITIES

Note 2009
Statutory

Funds

2008
Statutory

Funds

$'000 $'000

BEST ESTIMATE LIABILITY
For non investment-linked business

Value offuture policy benefits
Value of future expenses
Value ofunrecouped acquisition expense
Value of unrecoverable acquisition expense
Value of future premiums

For investment-linked business

Value of future policy benefits 2

2,431 1,034

(25,293) (8,669)
4,883 2,261

(I 7,979) (5,374)

1,468, I 99 1,836,793

1,468, I 99 1,836,793

1,450,220 1,831,419

2

TOTAL BEST ESTIMATE LIABILITY

V ALUE OF FUTURE PROFITS

For non investment-linked business
For investment-linked business
TOTAL VALUE OF FUTURE PROFITS

3

3

TOTAL VALUE OF DECLARED BONUSES 4

NET POLICY LIABILITIES 1,450,220 1,831,419

EXPLANATORY NOTES:
I All business regardless of method of valuation.

2 Future policy benefits include bonuses credited to policy owners in prior periods.

Where business is valued by other than projection techniques, future policy benefits includes the account balance.
3 Future bonuses exclude current year bonuses.

4 Current year declared bonuses valued in accordance with the actuarial standard.
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MACQUARIE LIFE LIMITED
Notes to the financial statements
for the year ended 31 March 2009

19. DEFERRED ACQUISITION COSTS AND DEFERRED FEE REVENUE

2009
Total

Company
$'000

2008
Total

Company
$'000

Life investment contract deferred acquisition costs

Deferred acquisition cost at beginning of year

Acquisition costs deferred on new investment policies
Amortisation
TOTAL DEFERRED ACQUISITION COSTS

1,120
205

(460 )
865

Expected to be realised within 12 months
Expected to be realised in more than 12 months

369
496

440
680

Life investment contract deferred fee revenue

Deferred fee revenue at beginning of year

Deferred fee revenue on new investment policies
Amortisation
TOTAL DEFERRED FEE REVENUE

2,244
508

(847)
1,905

Expected to be realised within 12 months
Expected to be realised in more than 12 months

733

1,172

797

1,447

Page 40

1,3 10

317

(507)
1,120

2,124
975

(855)
2,244



MACQUARIE LIFE LIMITED
Notes to the financial statements
for the year ended 31 March 2009

20. INCOME TAX

(a) Principles of income tax

The income tax expense of Macquarie Life Limited has been determined after aggregating various classes of business, each with different

tax rates. The rates of taxation applicable to taxable income of significant classes of business are as follows:

31 March 2008 31 March 2009

Class of business
Complying Superannuation (VPST)
Ordinary Class (including accident and disability)
Shareholder (general) funds
Current pension and immediate annuity (SEAP)

15%
30%
30%

Exempt

15%
30%
30%

Exempt

The principal elements for the calculation of the taxable income for each class of business are as follows:

Assessable income
i. Complying superannuation business - taxable contributions transferred from superannuation funds,

specified rollover amounts and investment income
2. Ordinar business - risk business premiums earned and investment income

3. Shareholder (general) business - investment income

4. SEAP (pension) business - franking credits

The gains and losses on sale of investments to the extent referable to the complying superannuation business are determined
under the capital gains tax provisions of the Income Tax Assessment Act (IT AA). The exceptions are gains on fixed interest

securities and foreign exchange gains or losses referable to the superannuation business which are taxed primarily under the
ordinary income provisions.

The gains and losses on the sale of investments to the extent referable to other taxable classes of business are taxed primarily
under the ordinary income tax provisions, with the capital gains tax provisions potentially applying depending on circumstance.

Allowable deductions

The allowable deductions for each taxable class of business in Australia include:

1. Acquisition costs (such as commissions) in relation to investment related life insurance business, superannuation
business and "other business".

2. Other expenses referable to the business (such as investment expenses).

3. An allocation of the general management expenses of the Company.

These deductions are then allocated to each class of business in accordance with the basis specified in the IT AA (which may

or may not reflect the allocation of the expense for accounting purposes).

Allowable deductions in respect of "other business" within the Life Funds also include risk business claims and the movement
during the period in the policy liability in respect of that business (which may differ from the policy liability recognised for

accounting purposes).

The Company is par ofa consolidated group, of which Macquarie Group Limited is the head entity. As a consequence the

consolidated entity is not subject to income tax and does not recognise a current tax liability in its own financial statements
unless the head entity is in default of its obligations, or a default is probable, under the tax consolidation legislation. Under the terms
and conditions of a tax contribution agreement, the consolidated entity wil be charged or reimbursed for tax assets or liabilities
incurred by Macquarie Group Limited in connection with the Company's activities. The effect of 

the tax contribution agreement is

that the subsidiary records an amount as income tax expense equal to the amount that would have been calculated had the subsidiar
continued to be subject to income tax.
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MACQUARIE LIFE LIMITED
Notes to the financial statements
for the year ended 31 March 2009

20. INCOME TAX (continued)

2009 2009 2009 2008 2008 2008

Statutory Shareholders' Total Statutory Shareholders' Total

Funds Fund Company Funds Fund Company

$'000 $'000 $'000 $'000 $'000 $'000

(b) Income tax expense

Total current income tax expense 30,660 (2,740) 27,920 35,483 (702) 34,781

Deferred income tax liability (2,058) (2,058) (19,371) 482 (18,889)

Future income tax benefit (9,201) (4,597) (13,798) (16) (25,250) (25,266)

TOTAL INCOME TAX EXPENSE 19,401 (7,337) 12,064 16,096 (25,470) (9,374)

Reconcilation between net profit before tax and tax expense

Net Profit before tax 23,091 (23,308) (217) 19,987 (84,724) (64,737)

Tax at the standard rate 000% (2008: 30%) 6,927 (6,993) (66) 5,996 (25,417) (19,421)

Tax expense attributable to policyholders 14,768 14,768 13,120 13,120

Timing difference relating to fair value adjustment
Permanent difference related to R&D (190) (190)

Permanent differences relating to management fees (1,911) (1,911) (2,409) (2,409)

Permanent differences relating to transfer of franking credits (383) (344) (727) (410) (53) (463)

Prior year over tax provision (II ) (11)

TAX CHARGED FOR THE YEAR 19,401 (7,337) 12,064 16,096 (25,470) (9,374)

The net profit before tax as disclosed in the income statement represents the net income which is taxable at the standard rate 000% and which
relates to profits attibutable to shareholder assets.

The Company is also liable for the tax payable on the assessable income attributable to policyholders. This is recouped from policyholders through
fees charged in line with the terms and conditions disclosed in policy documents. These fees are treated as a deduction from policy liabilities
and are reflected in the change in net policy liabilities in the income statement.
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2,606
2,058

548

21,978
19,372
2,606

DEFERRED TAX ASSETS
Opening balance
Net increase / (decrease) during current year
CLOSING BALANCE AT YEAR END

172
9,201
9,373

12,550
4,597

17,147

12,722
13,798
26,520

156
16

172

(12,216)
24,766
12,550

(12,060)
24,782
12,722
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MACQUARIE LIFE LIMITED
Notes to the financial statements
for the year ended 31 March 2009

21. CONTRIBUTED EQUITY

Movements in ordinary share capital of the Company were as follows:

Closing Balance

$'000

87,900

SharesDate

31 March 2006 36,606,666

31 March 2007 Closing Balance 87,900 36,606,666

29 November 2007 Issued ordinary shares at $4.50 per share 25,812 5,736,000

19 December 2007 Issued ordinary shares at $4.50 per share 30,000 6,666,667

16 January 2008 Issued ordinary shares at $4.50 per share 15,000 3,333,333

6 March 2008 Issued ordinary shares at $4.50 per share 20,000 4,444,444

20 March 2008 Issued ordinary shares at $4.50 per share 20,000 4,444,445

31 March 2008 Closing Balance 198,712 61,231,555

2 I August 2008 Returned ordinary shares at $4.50 per share (35,000) (7,777,777)

3 I October 2008 Issued ordinary shares at $4.50 per share 10,000 2,222,222

31 March 2009 Closing Balance 173,712 55,676,000

22. CAPITAL RESERVE
2009
$'000

2008
$'000

Balance
11,000 11,000

This reserve represents amounts transferred from share premium reserve prior to the abolition of par values.

23. DIVIDENDS
2009
$'000

2008
$'000

Final dividend paid
- unfranked

33,812

Total dividends paid
33,812

Any franking credits existing upon the entry into tax consolidation were transferred to Macquarie Group Limited.
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MACQliARIE LIFE LIMITED
Notes to the financial statements
for the year ended 31 March 2009

24. NOTES TO THE CASH FLOW STATEMENT

(a) RECONCILIATION OF CASH
For the purpose of the cash flow statement, cash includes cash on hand, at bank, deposits at call and in unit trusts.

I.

Cash and cash equivalents at the end of the financial year is reconciled to the related items in the balance sheet as follows:

Company
2009
$'000

Company
2008
$'000

Cash & cash equivalents
TOTAL CASH AND CASH EQUIVALENTS

22 i ,042

221,042
242,493
242,493

(b) RECONCILIATION OF NET CASH FLOWS FROM OPERATING ACTIVITIES TO OPERATING PROFIT AFTER INCOME TAX

Life investment contract contribution receipts
Life investment contract withdrawal payments
Increase in policy liabilities

(Decrease)/Increase in other creditors
(Decrease)/Increase in provisions
Decrease/(Increase) in receivables
Decrease/(Increase) in unsettled debtors/creditors
Decrease/ Increase in other assets
NET CASII OUTFLOWS FROM OPERATING ACTIVITIES

Company Company

2009 2008

$'000 $'000

(12,281) (55,364)

260,970 212,309

608,876 1,088,727

(803,422) (1,25 1,197)

(166,779) (24,703)

(11,452) 26,756

(2,058) (31,589)
967 6,294

(13,237) (14,179)
6,456 12,567

(144,872) (55,513)

Operating Profit after Income Tax

Net unrealised/realised losses/(gains)
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MACQUARIE LIFE LIMITED
Notes to the financial statements
for the year ended 31 March 2009

25. RELATED PARTY DISCLOSlJRES

(a) PARENT ENTITY
The immediate parent entity is Macquarie Bank Limited. The ultimate parent entity is Macquarie Group Limited.

(b) KEY MANAGEMENT PERSONNEL (KMP)
The following persons were those having authority and responsibilty for planning, directing and controllng the activities of the

Company and its controlled entities:

H. Brown
R.D. Carwright
J. Delaney

P. Jowett
M. Mulcare

B.N. Terry

No Directors of the Company are Directors of the ultimate parent entity.

(c) REMUNERATION OF KEY MANAGEMENT PERSONNEL

Short term remuneration

2009 2008
$'000 $'000

155 145Amounts paid to KMP's in relation to their role as KMP of the entity

The KMP's did not receive any other benefits or consideration in connection with the management of 
the Company. All other benefits that were

received by the KMP's (principally performance related remuneration and options for Macquarie Group Limited equity) were solely related to
other services performed with respect to their employment by Macquarie Group Limited.

~
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MACQIJAHIE LIFE LIMITED
Notes to the financial statements
for the year ended 3 I March 2009

25. HELATED PARTY DISCLOSURES (Continued)

(d) TRANSACTIONS WITH RELATED ENTITES

At balance date, Macquarie Life Limited held investments in related unit trusts managed by Macquarie Investment Management Limited,
a wholly-owned subsidiary of Macquarie Bank Limited. All transactions with these trusts were under normal commercial terms and conditions.
The investments are listed in detail in note 16.

During the financial year, the following transactions were made with the ultimate parent entity and related entities:

Investment income - total income received in respect
of investments held in related entities

Statutory Shareholders' Total Statutory Shareholders' Total

Fund Fund Fund Fund

2009 2009 2009 2008 2008 2008

$'000 $'000 $'000 $'000 $'000 $'000

42,959 (40,098) 2,861 106,524 7,891 114,415

TRANSACTION DESCRIPTION

Macquarie Investment Management Limited (MIML) and
Macquarie Equities Limited (MEL), wholly-owned subsidiaries
of Macquarie Bank Limited, provide investment and
administrative services to Macquarie Life Limited. Fees for
these services have been charged by Macquarie Bank Limited 14,940 714 15,654 17,285 697 17,982

Commission payments made by M1ML on behalf of
Macquarie Life Limited 4,575 4,575 5,981 5,981

Payments under product profit sharing agreements
between MIML and Macquarie Life Limited 13,527 13,527 512 512

Tax balances in the year transferred into payables 19,401 (7,337) 12,064 16,096 (25,470) (9,374)

(e) BALANCES WITH RELATED ENTITIES AT BALANCE DATE

BALANCE TYPE

Cash and cash equivalents held at balance date included amounts held with Macquarie Bank Limited. All related transactions were under normal commercial
terms and conditions.

Cash at bank and on deposit with Macquarie Bank Limited 1,210 22,434 23,644 6,330 88,975 95,305

Amounts receivables and payable to related entities are disclosed in notes 15 and 18(a) respectively.
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MACQUARIE LIFE LIMITED
Notes to the financial statements
for the year ended 31 March 2009

25. RELA TED PARTY DISCLOSURES (Continued)

(f) INVESTMENTS IN CONTROLLED ENTITIES

In the prior year, the Company chose to adopt AASB 127 revised (Consolidated and Separate Financial Statements). Adoption of 
this

standard removed the requirement for the Company to prepare consolidated financial statements on the basis that the ultimate parent
company (Macquarie Group Limited) produces consolidated financial statements available for public use that comply with
International Financial Reporting Standards.

The below entities are controlled by the Company through the swap held in the Shareholders' Fund of 
the Company. These entities are

consolidated by Macquarie Group Limited.

NAME OF CONTROLLED ENTITIES COUNTRY OF
INCORPORATION

PERCENTAGE HELD

Macquarie True Index Australian Equities Fund
Macquarie True Index Australian Shares Fund
Macquarie True Index Plus Australian Equities Fund
Macquarie Index Tracking Global Bond Fund (formerly Macquarie
True Index Global Bond Fund)
Macquarie True Index Australian Fixed Interest Fund
Macquarie True Index Listed Propert Fund
Macquarie Index-linked Propert Securities Fund
Macquarie True Index Intemational Equities Fund
Macquarie True Index Cash Fund
Macquarie Enhanced Property Securities Fund *
Macquarie Enhanced Global Bond Fund *
Macquarie Diversified Floating Rate Fund*

Australia
Australia
Australia

2009
0%
0%
0%

Australia
Australia
A ustrali a

Australia
A ustrali a

Australia
Australia
Australia
Australia

0%
0%
0%
0%
0%
0%
0%
0%
0%

*these holdings are consolidated by the True Index funds. The True Index funds have an investment of at least 75% of 
the units on

issue of these funds.
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