
















































































CHINATAIPING INSURANCE (N2) CO., LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

30. F CIAL INSTRUMENTS
a) Significant Accounting Policies

Details of the slgnif_h:ar_"lt accounting policies and methods adopted, including the criteria for recognition and the basis of
measurement applied in respect of each class of financial asset, financial liability and equity instrument are disclosed in
Note 1 to the financial statements.

b) Capital Risk Management
The Company manages its capital to ensure that the entities in the Company will be able to maximise the return to
shareholders through the optimisation of the debt and equity balance.

The capital structure of the Company consists of cash and cash equivalents and equity, comprising issued capital and
retained earnings as disclosed on the statement of changes in equity.

The directors review the capital structure on a regular basis, as part of this review the directors consider the cost of
capital and the risks associated with each class of capital. The directors will balance the overall capital structure through
the issue of new debt or the redemption of existing debt when required.

c) Fair Valu Financial

The carrying value of loans and receivables and financial liabilities at amortised costs are considered to approximate
their fair values. This is because these financial instruments are short term in nature.

Investment in Government Stock ($509,813) and Auckland City Council Bond ($2,045,073) is stated at fair value. Fair
value is calculated by reference to the market yield as at year end and considered to be “Level 1" because fair value
measurements are derived from quoted prices (unadjusted) in active market for identical assets or liabilities.

d) Foreign Exchange

The Company undertakes transactions denominated in fareign currencies from time to time and resulting from these
activities, exposures in foreign currency arise. The Company does not take out forward exchange contracts to
manage these exposures and translates these transactions at the spot rate.

e) Interest Rate Risk

Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in market interest rates.
The Company's investment in Government Stock and Auckland City Council Bond is exposed to interest rate risk.

A change in interest rates (yield) affects the price (fair value) that the Company would receive upon the sale of the
investments. The fair value is arrived at by discounting the cash flows arising from a financial instrument at the market
yield and recognising the change in profit or loss. A 0.5% increase in interest rates would increase the deficit at 31
December 2014 by $2,822 (2013: $17,252). A 0.5% decrease in interest rates would decrease the deficit by $3,255
(2013: $13,490).

f) Credit Risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the
Company. The Company has adopted the policy of only dealing with creditworthy counterparties and obtaining
sufficient collateral or other security where appropriate, as a means of mitigating the risk of financial loss from defaults.
A portion of the company’s reinsurance recoveries are from a fellow related party, who has maintained a credit rating of
A- in the current financial year. The other reinsurers that the company deals with have a credit rating of A or above. The
Company's investments are spread across several banks and bond providers, thereby minimizing the credit risks.

The maximum exposure to credit risk on receivables at reporting date is the carrying amount on the Statement of

Financial Position. The Reinsurance receivables are spread among four reinsurers who have an AM Best credit rating
of A- or better.
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CHINA TAIPING INSURANCE (NZ) CO., LIMITED

Cateqgori

As at 31 December 2014

Assets

Cash and Cash Equivalents
Trade and Other Receivables
Intercompany Receivables
Investment in Bond

Total

Liabilities

Trade and Other Payables
Total

As at 31 December 2013

Assets

Cash and Cash Equivalents
Trade and Other Receivables
Intercompany Receivables
Investment in Bond

Total

Liabilities

Trade and Other Payables
Total

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2014

nd Financial Li
Loans and Financial Assets at Financial Total
Receivable Fair Value through Liabilities at
Profit or Loss Amortized Cost
$ $ $ $
3,138,405 - 3,138,405
56,154 56,154
- 2,554,886 - 2,554,886
3,194,559 2,554,886 - 5,749,445
- - 158,608 158,608
- - 168,608 158,608
Loans 'and Financial Assets at Financial Total
Receivable Fair Value through Liabilities at
Profit or Loss Amortized Cost
$ $ $ $
2,293,396 - - 2,293,396
82,521 82,521
466 - - 466
- 2,617,475 - 2,617,475
2,376,383 2,617,475 - 4,993,858
- - 763,548 763,548
- - 763,548 763,548



h)  Liguidity Risk

CHINA TAIPING INSURANCE (NZ) CO., LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

Liquidity risk is the risk that payment of obligations may not be met in a timely manner at a reasonable cost. Ultimate

responsibility for liquidity risk management rests with the board of directors, who has built a liquidity risk management
framework for the management of the company's short, medium and long term investment portfolio, which can be

liquidated at short notice.

The following tables summarise the maturity profile of the Company’s liabilities:

Weighted Lessthan1 1-5years S+years Total
Average Interest year
Rate %
2014
Qutstanding Claims Liabilities 0 5,091,388 - - 5,001,388
Non-interest Bearing Payables 0 553,608 - - 553,608
5,644,996 - - 5,644,996
Weighted Less than 1 1-5years S+years Total
Average Interest year
Rate %
2013
Outstanding Claims Liabilities 0 8,296,265 - - 8,296,265
Non-interest Bearing Payables 0 1,048,548 - - 1,048,548
9,344,813 - - 0,344,813
i)  Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes in
market prices. Market risks are currency exchange risk, fair value interest rate risk, cash flow interest rate risk and price

risk.

The Company primarily faces interest rate risk due to the nature of its investments and liabilites. The Company
manages its exposure to this risk by holding the majority of such assets on short term maturities.
The following table details the Company’s expected maturity for its financial assets. The tables below have been drawn
up based on the undiscounted contractual maturities of the financial assets except when the Company anticipates that

the cash flow will occur in a different period.

Weighted Average Lessthan 1-5years 5+years Total
Interest Rate % 1 year
2014
Non Interest Bearing
Cash 3,138,405 - - 3,138,405
Trade Debtors 56,154 - - 56,154
Fixed Interest Rate Instruments
Short Term Deposits i Z & =
Government Bonds/Others 2,540,150 - - 2,540,150
5,734,709 - - 5,734,709
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CHINA TAIPING INSURANCE (N2) CO., LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

i) Market Risk (Continued)

Weighted Average Less than 1-5 years G+years Total
Interest Rate % 1 year
2013
Non Interest Bearing
Cash 0 2,293,396 - - 2,293,396
Trade Debtors 0 82,521 - - 82,521
Fixed Interest Rate Instruments
Short Term Deposits - - - -
Government Bonds/Others 6.14 155,600 2,540,150 - 2,695,750
2,531,517 2,540,150 - 5,071,667

31. RECONCILIATION OF NET CASH FLOW FROM OPERATING ACTIVITIES

2014 2013
$ $

Net profit/({loss) after tax (911,165) (627,224)
Add/(less) Items Classified as Investing Activities (133,064) (1,212)
Add/(less) Non-cash items:

Depreciation, Amortisation and Loss on Sale 9,383 16,392
Unrealised loss on Investment Movement 62,589 81,449
Add/(less) movement in working capital:

(Increase)/Decrease in Trade and other receivables 26,367 40,507
(Increase)/Decrease in Tax Receivable (15,625) (22,930)
(Increase)/Decrease in Intercompany Receivables 466 590
(Increase)/Decrease in Reinsurance and Other Recoveries Claimed 5,146,972 14,940,943
Increase/{Decrease) in Trade and Other Payables (494,940) (6,873,060)
Increasef(Decrease) in Outstanding Claims Liability (3,204,877) (9,255,000)
Net cash flow from operating activities 486,106 (1,699,545)
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CHINA TAIPING INSURANCE (NZ) CO., LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 31 DECEMBER 2014

32, NET CLAIMS INCURRED

2014 Current Year Prior Years Total
$ $ $

Direct Claims Expenses 336,698 575,164 911,862
Reinsurance and Other Recoveries Revenue (43,916) (907,290) (951,206)
Net Incurred But Not Reported Movement - (48,401) (48,401)
Net Claims Incurred 292,782 (380,527) (87,745)
2013 Current Year Prior Years Total

$ $ $
Direct Claims Expenses 1,839,230 2,294,616 4,133,846
Reinsurance and Other Recoveries Revenue (1,375,5626) (2,757,490) (4,133,016)
Net Incurred But Not Reported Movement - (185,107) (185,107)
Net Claims Incurred . 463,704 (647,981) (184,277)

The current year figures represent 2014 nolified claims which have been incurred, paid and recovered during the year.

33. CONTINGENT LIABILITIES

As at 31* December 2014, there were no contingent liabllities existing at balance date (2013: $Nil) not otherwise
provided for in these financial statements.

34, SUBSEQUENT EVENTS

No subsequent events to note.
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Richard Sun

General Manager

China Taiping Insurance (NZ) Co., Limited
PO Box 3398

Shortland Street

Auckland 1010

4 May 2015

Appointed actuary’s review of actuarial information for China Taiping
Insurance (NZ) Co., Limited

Dear Richard

This letter has been prepared for China Taiping Insurance (NZ) Co., Limited (CTPI) to meet the
requirements of Section 78 of the Insurance (Prudential Supervision) Act 2010 (the Act) in respect of
Section 77 of the Act, which requires that each licensed insurer must ensure that the actuarial
information contained in, or used in preparation of, the financial statements of the insurer is reviewed
by the appointed actuary.

I have reviewed the following actuarial information included in the audited accounts for CTPI as at
31 December 2014:

Item Amount
Gross outstanding claims liability $5,091,388
Reinsurance on outstanding claims liability $4,902,047
Net outstanding claims liability $189,341
Provision for unearned premium 30
_l:lnea_gpired risk reserve : $0

I have been provided with all the information and explanations that I have required to complete my
review.

I am the appointed actuary to CTPI and am employed by PricewaterhouseCoopers New Zealand. I am
independent of CTPIL.

PricewaterhouseCoopers, 188 Quay Street, Private Bag 92162, Auckland 1142, New Zealand
T: +64 0 355 8000, F: +64 0 355 8001, pwe.co.nz
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In my opinion:

. the actuarial information contained in the financial statements has been appropriately included
in those statements; and

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

. CTPI is maintaining a solvency margin as required under Solvency Standard for Non-life

Insurance Business in Run-off issued by the Reserve Bank of New Zealand.

Reliances and limitations

This letter has been prepared for China Taiping Insurance (NZ) Co., Limited and is provided in
accordance with the terms set out in our engagement letter dated 10 February 2015.

No distribution of this letter to third parties, other than as required by law is permitted by us. There
may be requests for our report to be copied to third parties. We will be happy to consider these
requests, as and when they arise.

Our responsibilities and liabilities are limited to China Taiping Insurance (NZ) Co., Limited and exist
only in the context of their use of our letter. No liability or responsibility will be accepted by us in
relation to the use of our report for any other purpose. We will not accept any liability or responsibility
to any third party recipients.

We have relied on information provided to us in the course of carrying out our work. We perform some
data validation checks but we have not verified all of the information provided to us, nor have we
carried out anything in the nature of an audit. Accordingly, we express no opinion on the total
reliability, accuracy or completeness of the information provided to us and upon which we have relied.
We have no reason to believe that the information provided to us is inaccurate or misleading.

This letter must be read in its entirety. Individual sections of this report could be misleading if
considered in isolation from each other. If distributed, this letter must be distributed in its entirety.

We reserve the right, but will be under no obligation, to review or amend our report, if any additional
information, which was in existence on the date of this report was not brought to our attention, or
subsequently comes to light.

This letter is not considered an actuarial report under Professional Standard 9.1 of the New Zealand
Society of Actuaries.

Yours sincerely
for PricewaterhouseCoopers

Christine Ormrod FNZSA

Appointed Actuary, China Taiping Insurance (NZ) Co. Limited
christine.d.ormrod@nz.pwe.com

T: +64 (9) 355 8437
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