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Davies Financial and Actuarial Limited
13" October 2016
To: The Directors
' Education Benevolent Society Incorporated
From: Peter Davies
Appointed Actuary
Re: Education Benevolent Society Incorporated (trading as

HealthCarePlus): Report as at 30“ June 2016 under
Sections 77 and 78 of the Insurance (Prudential
Supervision) Act 2010

You have asked me to prepare this report in terms of the above sections of the Act,
~and I would like to comment further as follows:

1. I have reviewed the actuarial information included in the audited accounts for
HealthCarePlus as at 30™ June 2016. “Actuarial information” includes the
~ following: : : :

- claim provisions and unexpired risk / unearned premium provisions;

- balance sheet and other information allowed for in the calculation of
the company’s solvency position; and

- disclosures regarding the methodology and assumptions used for
calculating claim provisions, unexpired risk provisions, and other

disclosures.
2. No limitations have been placed on my work.
' ' BUSINESS & REGISTRIES
BRANCH, AUCK!IAND.
14 NOV 2016
Level 1, 3 Shea Terrace, Takapuna 0622 Telephone (09) 489-3551 e-mail: pdaviesi@actuary.co.nz

P.O. Box 35-258, Browns Bay, Auckland 0753 Facsimile: (09) 489-6613 home page: www.,actuary,co.nz




3. I am independent with respect to HealthCarePlus as defined under professional
standard ISA (NZ) 620 of the External Reporting Board.

4. I have been provided with all information that I have requested in order to
carry out this review.

5. In my view the actuarial information contained in the financial statements has
been appropriately included, and the actuarial information used in the
preparation of the financial statements has been appropriately used.

6. HealthCarePlus exceeded the minimum capital requirement of the RBNZ
Solvency Standard for Non-Life Insurance Business 2014, as at 30™ June
2016. The Society is also projected to exceed the minimum requirement at all
times over the next four years.

I would be very happy to answer any queries concerning this report.

Yours sincerely

feke
/

Peter Davies B.Bus.Sc., FIA, FNZSA
Appointed Actuary

Level 1, 3 Shea Terrace, Takapuna 0622 Telephone (09) 489-3551 e-mail: pdavies{@actuary.co.nz
P.O. Box 35-258, Browns Bay, Auckland 0753 Facsimile: (09} 489-6613 home page: www.actuary.co.nz
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Nature of Business Providing health ineurance to the education sscior,
Board Members " Roes Wilson -Chairman - _

Darrell Ward

Richard Kitialty

Samaritha Stephan
Auttitor : Crowe Horwath New Zealand Audit Partnership
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Education Benevolent Society Incorporated

Statement of Comprehensive Revenue and Expense
For the year ended 30 June 2016

Notes 2016 2015
$ $
Revenue
Contributions 3,823,432 3,740,460
Commission on Hospital cover & Life cover 694,640 734,145
Investment income 8 169,250 585,029
Other income 16,139 9,480
Total revenue 4,803,462 5,079,113
Expenses
Benefits
Benefits paid 4 3,408,248 3,282,003
Investment Expenses
Amortisation of bonds _ 9,123
Portfolio monitoring fee 17,745 10,858
17,745 19,981
Professional Expenses
Accounting fees 12,715 9,185
Audit fees 24,375 18,270
Actuarial and Legal Services 18 118,369 20,831
Health Funds Association New Zealand Membership 11,625 11,665
Insurance ombudsman 1,988 2,009
Strategic review and implementation 18 59,541 63,088
Ratings agency 23.808 24,713
252 421 148,762
Other Administration and overhead expenses
Staff salaries & related expenses 801,538 612,736
Rent & related occupancy 50,837 48,740
Depreciation and amortisation 37,081 33,856
Movement in IBNP provision 15 75,798 65,422
Bank charges 5,619 5,774
Computer expenses 17 88,841 68,706
Office administration 101,258 85,561
Printing, stationery, advertising 68,996 37,711
1,230,168 959,506
Total expenditure 4,908,582 4,411,342
Surplus / (deficit) for the year (105,121) 663.1?1
Other Comprehensive Revenue and Expense = -
Total Comprehensive Revenue and Expense for the year (105.131) 667,771
3

These financial statements should be read in conjunction with the notes to the financial statements.



Education Benevolent Society Incorporated

Statement of Financial Position
As at 30 June 2016

ASSETS

Current

Cash and cash equivalents

Trade debtors and other receivables
Prepayments
Accrued interest
Current investments
Total current assets

Non-Current

Non-current investments
Software
Property, plant and equipment
Total non-current assets

Total assets

LIABILITIES

Current

IBNP Claims Provision

Trade creditors and other payables
Employee entitiements
Contributions received in advance
Total current liabilities

Total liabilities

Net assets
=

EQUITY
Accumulated funds
Total equity

%{ Chief Executive 24 Date

These financial statements should be read in conjunction with the notes to the financial statements. 4




Education Benevolent Society Incorporated

Statement of Changes in Equity
For the year ended 30 June 2016

Notes 2018 2016
$ $

Accumulated Funds
Opening balance previously reported 9,456,174 8,788,403
Amendment - -
Revised opening balance 8,456,174 8,788,403
Surplus / (deficit) for the year (105,121) 667,771
Closing balance of accumulated funds 9,351,054 9,456,174
Total equity %351 054 91456|1 74

These financial statements should be read in conjunction with the notes lo the financial statements.



Education Benevolent Society Incorporated

Statement of Cash Flows
For the year ended 30 June 2016

Cash flows from operating activities

Cash was provided from/{applied to):

Contributions received

Commission on Hospital cover & Life cover

Other income

Benefits paid

Other expenses

Net cash fiows from/{used in) operating activities 9

Cash flows from investing activities
Cash was provided from/Aapplied to):
Investment income

Sale/(purchase) of investments

Purchase of property. plant and equipment

Net cash flows from/(used in) investing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
mmmm at the end uﬂm!g

These financial statements should be read in conjunction with the notss to the financial statements. 8
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Education Benevolent Society Incorporated
‘Notes to the financlal statements

Education Bantvolent Sociaty incotporated i  soclely incomoratad undsr the incorporated Socleties Act 1908, Its registered office is Level 5,
Education House, West Block, Te Aro, Weliington. Tmmmmummm&mrmmafsmaﬁmmmw
Immwwmmmwmmﬁ

mmmwmmmw&mmmummmuMMMMu’mmm

subscribars. Baragvement, birth and sick leave withoit pay grants ane also provided, mwmmm-mummu@-mwm

Reserve Bank of New Zealand in Apiit 2013.
msmhm_mmmnuamcmm«m(mabrmmmms.
The financial statements wire authorisad for issue by the Badrd of Directors on 30 September 2018,

Basis of Preparation

Statemasit of compliance N
Tha financial statements have been prepered on & guing concern basis, mmn«mmmw&wmm'
Praclices ("NZ GAAP™). They comply with Public Benefit Enfity Standerds (PBE Standards™) as sppropriate for Tier 1 Not-For-Profit entiiies.
The financial statements have been prapaned in sccordance with Tier 1 PBE Standards.

Tnomalmmmmmmmmmowmmwsﬁmummmwmmin
accondance with PBE standards.

Basis of measursment
The finencist staterments huve boen prepared on & historicel costs hasis, excapt for assets and liabilitias that have bean measurad m‘mr
vahe.

Presentation currency
The financiel stetements sre prasented in New Zealand doilars.

Changes In aceounting policles
The accounting policles adopted ane cormistant with those of the previous financial year,

Standarda Issued and not yet effective and not sarly adopted

In 2015, the External Reporting Board Issusd Disclosure Initistive (Amendments fo PBE IPSAS 1), 2015 Omnibus Amendments io PBE
Starkiards, and Amendments to PBE Standards and Authorttative Notice as a Consagquence of XRE A1 and Other Amendments. These
amendments apply 10 PBEs with reporiing periods beginning on or after 1 Janusry 2018. Tho Soclaty will apply these amendments.in
preparing its 30 June 2017 financial statements. The Society sxpecis there will be no effect in applying these amendments.

Use of sstimates and judgements

in preparing thess financial statements, the Society has mads satimatas and assumptions concerning the future. These estimates and
assumptions may differ from the subsequant actusl results, Estimates and sssumptions sra continually evaluated and ane based on bistoricat
axperience and other factors, inclucting expeciations of future events thet are believed to be reasonable under the circumetances. Where
material, information on significant judgemants, ealimetes and assumptions is provided in the relevant accounting policy or bote distlosure.




Education Benevolent Soclety Incorporated

Notes to the financial statements

3  Summary of significant accounting policlea:
The significant aceounting policies used in the praparation of these financial statements are summarised baftw:

{a) Cash and cash equivaients
Cush and cash squivalants intiuds cash on hand, deposils held on cali with banks, other short-term highly Bquid invastmerits with. original
manmth_l: of three monmths or less.

{b) Property, plant and egulpment
Al property, mmmwmbmwmmnmmmmwwmammmmmm Cwincmaes expendfwre
Mtbdmmmmtcﬂ\emuﬁmmdmm

ThofoﬂmﬁngmmmupmmraMhmmnmu atnchehuufpmpm Mnnﬁaquipmmt
Compirter aquiprment 10 - 40%
Furniture #nd fittings 20%

The residual vefus snd uwru! itfe of property, piant and squipmont is reascessad annuaily,

{c} Income recognition '
Ihcome is recognized in the Statament of Comprehensive Revenus and Ea@ametoﬂammuis pmbahlemtﬂmammcmm
witl flow 0 the Soclaty snd Income can be raadily measired.

Gonb&utbns&mwlcwwmmmbn
-Mmmwmmmmmummmuumhmwwmmewm Almmhnapporﬁonmmu
made for contributions and commiseions:.

- raceived prior to balance date and wmmmﬂnnmﬁmwvawumminadvm and

- racelved after balance.data that relate fo the curent financial year and recorded as accrued incoims,

Intarsst income & Dividends
interest incoms ix recognisad using the effectiva interest matiod.

Dividends are fecognised when tha right 1o receive e payment has baen establisted.

{d} Valustion and trostmont of Habilithes 10 subacribera

Amvmonhmmmrumpomdmwmmtmmmddmwpﬁwmmmmmmﬂmmm
raceive and setile claims not reported, mmmmnmmwmm

PBE- IFRsunswumeC‘mtmm gets out the methodology for measiring poticy Nebiliies. Mmmlwmﬂondfmmmmdmg
liabitities 2t batance date snd pertaining to the yesr then anded & carried out every year, An incuseed hut not pald (IBNP*) provisidn s
imnammmmmsmwmummmpmmwmmmmmmmmmum
sumwmmhmmmamnmmkm:mm

Ao:uaﬂalvmuamuaaoamzmundsaJumzowhmhnncammwmmmmmemmwmma(ofmvm
Financlal and Actuarial Limied).

The IBNP provision has besn detennined mwmmﬁnsammmmmmy&%mmm
No. 30 ~ Veluation of Ganarst Insurance Claims, mlawmnmmammmmmmmmm
_ paymmlpmm in conjunction with the benedfits pald axpenss for the 12 monthe endad 30 Juna 3016,

A-provision, known g8 8 ‘processing expense”, kmma&mammmmmmammvwmwwmmsw
proviglon, Mmmmagdmtpﬂwwmmmmodmm wmmmmmacmmm-mswu




. Education Benevolent Society Incorporated

Notes to the financial statements
" Valuation and trestiment of Babllitiss to subscribers (continuad)
The calculation of the IBNP Claims Provision includes the following additionel charges:

mmmmmmmu Dim-mmmdmmmmmwbewwmmmm An aliewance of 7.50%
(2015: 7.50%) has been provided for. This i charged on fop-of the base IBNP provision. Movements against prior year for this provisicn are
recognised in surplus or deficit via the Statement of Comprehensive Revenue and Expense. This allowsnce hes been sssessad as
mwmbhbmdmﬂnmﬁfmesm s overall level of expenses, the nature of claims incumed, ang the experiance of other similar
antitiss.

{i) Risk margin - A risk margin is to be inchuded in claim provisions, an afiowance of 4.00% (2018: 400%)hasboenprwiﬂdfor Witha
coufficlent of variation of 4.55% (2015: £.1%), and sesuming & normal distibution of ciakm resarves, this produces a resull which hes 4 75%
Hkelihood of sufficiency (75% ls the minimum margin prescribed by the RBNZ for its soivenicy standards). This is cherged on top of the bass
_IBNPprovis%m.Mmummmmmm“mhumwmmmwamm
Revenue and Expense.

{ili) Tha assumptions used [n the ceiculstion of the IBNF provision sm reviswed at each reporting dale, A summary of the significant actusrial
methods and assumptions used is est out In Note 15,

{e) Foreign currency transiation
Transacticns in foreign curmencies are converted st the New Zesland rate of exchenge at the date of the transaction, At balance sheet date
any forsign monetary assets and kabiiies are transiated at the cloaing rate and vasiations arising from these ransactions are inciuded tn the
investment income as either realised or unrealised movemsnt.

{N Financlal Instruments
A financial Instrument s any contract that gives rise to a financial asset of one entity and a financial Habifity or squity Instrument in another
entity.

Financial instruments ane comprined of trade deblors and othar recelvables, cash and cash equivalents. other inenclal assets and trade
creditors and other payables.

Initial recognition and measurement
Financial assets and financial liabidties are recognised indtisily at fair valus plus transaction costs attributable 1o the acquisitien, axcept for
those carried st fair value through surpius or deficit, which are measured at fair value.

Financial assets and financial Kabiities are recognised when the Soclety becomes a party io the mmm;prmmmmmm
instrument,

Cerecognition of financis! Instruments
Finamlanmlmdmmmnhmnmmmhhmﬂmmmnmndmumm of If the Soclaty transfars the
finencial asset to ancther party withott retaining control of substantiel 8l risks and rewards of the asset.

A financlal llability is derecognised when it is exiinguished, dischanged, canceiled or expires.







