






FM Insurance Company Limited

New Zealand Branch

Directors' Report (cont'd)

for the year ended 31 December 2016

Significant changes in state of affairs

Events subsequent to reporting date

Future Developments

Going concern

Directors

Director Title Date changed

Rachel Cope Executive Director

Omar Hameed Non Executive Director

Christopher Johnson Non Executive Director

Vincent A. Reyda Executive Director

Jeffrey Burchill Non Executive Director Resigned 15 December 2016

Kevin Ingram Non Executive Director Appointed 15 December 2016

Natalie Spotswood Executive Director Appointed 21 July 2016

Jonathan Hall Non Executive Director

Thomas Lawson Non Executive Director

Thomas Keevil Independent Non Executive Director

Kenneth Lever Independent Non Executive Director

Peter Wilson Independent Non Executive Director

There were no changes to the executive management team.

Insurance and investment operations are, by their nature, volatile due to the exposure to natural perils and

industry cycles and thus, profit predictions are difficult.

As approved by RBNZ, from 1 January 2016 the Branch continued to be on run-off whilst writing of new and

renewal business transitioned to the new branch of FMIC NZ.

No Directors had any interest in the shares of the Company during the year. 

No transactions or events occurred after the reporting date which significantly affected, or may significantly

affect, the results of the Branch, the operations of the Branch, or the state of affairs of the Branch.

The Directors believe the Company is able to manage its business risks successfully in any economic

environment. The Directors have a reasonable expectation that the Company has adequate resources to

continue in existence for the foreseeable future. As such, they continue to adopt the going concern basis in

preparing the annual financial statements.

The names of the Company’s Directors in office at any time during or since the end of the financial year are

as follows:

Directors were in office for the entire year unless otherwise stated.
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Independent Auditor’s Report to the Shareholders of FM Insurance Company
Limited

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of the New Zealand Branch of FM Insurance Company Limited (the
“company”) on pages 6 to 37, which comprise the statement of financial position of the New Zealand Branch of
FM Insurance Company Limited as at 31 December 2016, and the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the year then ended of the New Zealand Branch
of FM Insurance Company Limited, and the notes to the financial statements including a summary of significant
accounting policies.

In our opinion, the financial statements on pages 6 to 37 present fairly, in all material respects, the financial
position of the New Zealand Branch of FM Insurance Company Limited as at 31 December 2016 and its financial
performance and cash flows for the year then ended in accordance with New Zealand Equivalents to International
Financial Reporting Standards and International Financial Reporting Standards.

This report is made solely to the company's shareholders, as a body.  Our audit has been undertaken so that we
might state to the company's shareholders those matters we are required to state to them in an auditor's report
and for no other purpose.  To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the New Zealand Branch of the company and the company's shareholders as a body, for our
audit work, for this report, or for the opinions we have formed.

Directors’ Responsibilities for the Financial Statements

The directors are responsible, on behalf of the New Zealand Branch of company, for the preparation and fair
presentation of the financial statements in accordance with New Zealand Equivalents to International Financial
Reporting Standards and International Financial Reporting Standards, and for such internal control as the
directors determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing on behalf of the company the
New Zealand Branch ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the directors either intend to liquidate the New
Zealand Branch of the company or cease operations, or have no realistic alternative but to do so.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (New Zealand).  Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Statements section of our report.

We are independent of the New Zealand Branch of the company in accordance with Professional and Ethical
Standard 1 (revised) Code of Ethics for Assurance Practitioners issued by the New Zealand Auditing and
Assurance Standards Board, and we have fulfilled our other ethical responsibilities in accordance with these
requirements.

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

Other than in our capacity as auditor we have no relationship with, or interest in, the New Zealand Branch of the
company. Partners and employees of our firm may deal with the New Zealand Branch of the company on normal
terms within the ordinary course of trading activities of the business of the New Zealand Branch of the company.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion.  Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with International Standards on Auditing (New Zealand) will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

A further description of our responsibilities for the audit of the financial statements is located at the External
Reporting Board website:
https://www.xrb.govt.nz/Site/Auditing_Assurance_Standards/Current_Standards/Page6.aspx. This description
forms part of our auditor’s report.

The engagement partner on the audit resulting in this independent auditor’s report is T M Dring.

Ernst & Young

Melbourne
19 May 2017



































































Appointed actuary’s report to the Directors of FM Insurance Co., Ltd. – New
Zealand Branch

Report in respect of a review of actuarial information in, or used in the preparation of, financial
statements

This report is provided under section 78 of the Insurance (Prudential Supervision) Act 2010 (“the
Insurance Act”), and relates to a review of the actuarial information in, or used in the preparation
of, the financial statements of FM Insurance Company Limited (New Zealand) (“FMI (NZ)”) for the
year ended 31 December 2016.

The financial statements were authorised for issue by the Board of Directors of FM Insurance
Company Limited (“FMI (UK)”) on 19 May 2017 and the accompanying independent auditors’
report was issued on 19 May 2017.

Name of appointed actuary conducting the review

I, Martin Fry, of Taylor Fry Consulting Actuaries (“Taylor Fry”) am a Fellow of the New Zealand
Society of Actuaries. This review has been conducted by me in my role as appointed actuary to
FMI (NZ).

Other than that of actuary, I confirm that I have no relationship with, or any other interests in, FMI
(NZ).

Exemption from solvency standard

FMI (UK) has been granted a Section 59 exemption under the Insurance Act, which applies to
overseas insurers of approved jurisdictions. This provides an exemption from compliance with the
New Zealand Solvency Standard for Non-life Insurance Business and was dated 28 June 2013. I
understand that under this exemption, the Reserve Bank of New Zealand considers the solvency of
FMI (NZ) based on the solvency ratio of FMI (UK) under the UK Prudential Regulation Authority
(“PRA”) requirements. I have been provided with a Letter of Representation from the Finance
Director of FMI (UK) to the independent auditors of FMI (UK), which attests that FMI (UK) has
complied with the rules and requirements of the PRA for the period covered by the financial
statements for the year ended 31 December 2016. I have not reviewed the calculations underlying
the solvency data supplied to the PRA but have relied on the attestation of FMI (UK) and the
report of the auditors as to their accuracy.
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Work done in relation to actuarial information used in the financial statements

The actuarial information used in the financial statements comprises the outstanding claims
liability as at 31 December 2016 shown in the statement of financial position. This amount was
determined in accordance with the New Zealand Equivalent to International Financial Reporting
Standard 4 (“NZ IFRS 4”), and represents the net central estimate plus a risk margin to provide a
75% probability of sufficiency. I confirm that this amount was calculated by me and advised to FMI
(NZ) in a Financial Condition Report dated 12 April 2017.

I have carried out a Liability Adequacy Test, and confirm that the unearned premium less deferred
acquisition costs plus unexpired risk liability is not less than my actuarial estimate of the net
premium liability.

In carrying out this review, I confirm that I have been provided with all required information and
explanations from FMI (NZ).

Opinion

In my opinion:

 The actuarial information contained in the financial statements for FMI (NZ) has been
appropriately included in those statements, and

 The actuarial information used in the preparation of the financial statements for FMI (NZ)
has been used appropriately.

Scope and limitations of review

This report is prepared for the Directors of FMI (NZ), solely for the purposes set out in section 78
of the Insurance Act and for no other purpose.

Martin H Fry
Fellow of the New Zealand Society of Actuaries

19 May 2017


