









































Provident Insurance Corporation Limited

Notes to the financial statements

15. INTANGIBLES - SOFTWARE

Work in
Completed Progress Total
31 March 2014 $ $ $
Balance at 1 April 2013 - 211,245 211,245
Additions 1,813 28,795 30,608 (498)
Transferred - completed 240,040 (240,040) - (55,683)
Balance at 31 March 2014 241,853 - 241,853 (56,181)
Work in Net Book
Completed Progress Total Amortised Value
31 March 2013 $ $ $ $
Balance at 23 May 2012 - - - - =
Additions - 211,245 211,245 -
Transferred - completed = - = -
Balance at 31 March 2013 = 211,245 211,245 - 211,245
16. PAYABLES
31 March 31 March
2014 2013
$ $
Trade Accounts Payable 317,380 9,388
Premiums held for Third Party 23,590 =
340,970 9,388
All payables are at fair value.
Current 340,970

Non-Current

17. FINANCE LEASE OBLIGATION

9,388

The Company leases a Canon photocopier under a finance lease agreement. The lease term is 3 years whereby
ownership or title of the equipment passes to the Company, i.e. lease to buy.

Interest is fixed for this contract at 27.4% of principal.

31 March 31 March
2014 2013
Finance Lease Liabilities % $
Minimum Lease Payments 2,959 -
- Current 1,250
- Non-Current 1,709
18. OTHER PROVISIONS
31 March 31 March
2014 2013
$ $
Employment Benefits 45,248 -
Legal and Other 514,686 -
559,934 -
Current

Non-Current

Employment Benefits

559,934

The provision includes salaries, commissions and leave allowance and expected to be full settled during the 2015
financial year.
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Provident Insurance Corporation Limited

Notes to the financial statements

18, OTHER PROVISIONS (Continued)

Legal and Other
Rebates and incentives are payable to dealers when they meet their sales targets. This is calculated monthly and the
provision represents incentives owing to dealers but remained unpaid at reporting date.

A provision has been set aside for legal, consultancy and settiement costs based on a best estimate for settling an
obligation in relation to egal proceedings brought by another insurer. This matter has been settled subsequent to 31
March 2014. These expenses have been inciuded in Other Expenses under Administration Expenses.

19. RISK MANAGEMENT

The financial conditicn and operations of the business are affected by a number of key risks including insurance risk,
interest rate risk, currency risk, market risk, financial risk, compliance risk, fiscal risk and operationat risk.

The Company is committed to proactively and censistently managing risk, to effectively limit identified risks within the
Company’s risk appetite and to achieve continued growth and profitability of the Company.

The Company has an Enterprise Risk Management framework, which aligns with AS/NZS IS0 31000:2009 Risk
management: principles and guidelines, to facilitate the identification, evaluation, mitigaticn and monitoring of the risks
affecting the Company.

The accountablilities and responsibilities of employees and directors are conveyed in the Company's Risk Management
policy. The Company's exposure to relevant risks are recorded and managed through the Company's risk register.

The board has detegated the monitoring and reporting of extreme and high risk items to the Board Risk Committee,
which reports quarterly to the board.

The board has delegated the oversight of the effectiveness of audit functions, internal controls and compliance processes
to the Board Audit Committee, which reports quarterly to the beard.

Notes on the policies and procedures employed in managing these risks in the business are set cut below.

(A) Insurance Risk

Insurance risk is the risk that either inadequate or inappropriate product design, pricing, underwriting, reserving, claims
management or reinsurance management will expose the Company to financial loss and, in the worst case a consequent
inability to meet its liabilities when they fall due.

The Company's risk management activities include prudent underwriting, pricing, claims management, reserving and
investment management. The objective of these disciplines is to enhance the financial performance of the insurance
operations and to ensure sound business practices are in place for management of risks in underwriting and claims.

The key processes and controls in place which mitigate insurance risk include:

» the recruitment, retenticn and on-going training of suitably gualified personnel

+ the use of management information systems that provide reliable data on the risks which the business is exposed to
« the use of external actuarial expertise to assist in determining premium levels and menitoring claims patterns

« the use of reinsurance to limit the Company’s exposure to large single claims and accumulations of claims that arise
from a singular event.

{B) Market risk

Market risk is the risk of change in the fair value of financial instruments from fluctuations in the foreign exchange rates
(currency risk), market interest rates (interest rate risk) and market prices (price risk), whether such change in price is
caused by factors specific to an individuai financial instrument or its issuer or factors affecting all financial instruments
traded in a market.

The sensitivity analysis and the impact of possible changes in interest rate risk on the Company's profit and equity is
inciuded in note 19 (E) below.

(i} Currency risk

Currency risk is the risk of loss resuiting from changes in exchange rates when applied to assets and liabilities or future
transactions denominated in a currency that is not the Company's functional currency,

The Company’s principal transactions are carried cut in New Zealand Dollars and its exposure to foreign exchange risk
arises primarily with respect to payments overseas for varicus services to the Company. At reporting date there is no
exposure to currency risk. (31 March 2013: Nil)

(ii) Interest rate risk

Interest rate risk is the risk that the value or future value cash flows of a financial instrument will fluctuate because of
changes in interest rates.

The Board is responsible for the management of the interest rate risk arising from external borrowings. As at 31 March
2014 there were no external borrowings. (31 March 2013; Nil) ?I
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Provident Insurance Corporation Limited

Notes to the financial statements

19, RISK MANAGEMENT (Continued)

The Company manages interest rate risk arising from its interest bearing investments in accordance with the Company's
Capital Management Plans and the Company's Iinvestment policy.

{iii) Price risk
Price risk is the risk of loss resulting from the decline in prices of equity securities or other assets. The Company has nc
exposure to price risk because there are no investments in publicly traded equity securities and other unit trusts,

{C) Credit risk

Credit risk is the risk of joss that arises from a counterparty failing to meet their contractual commitment in full and on
time, or from losses arising from the change in value of a trading financial instrument as a resuit in changes in credit
risk of that instrument. The Company’s exposure to credit risk is limited to deposits and investments held with banks as
well as credit exposure to trade custemers or cther counterparties.

Independent ratings are used for counterparties that are rated by rating agencies. Internal procedures cover monitoring
customers’ financial position, the extent of monies owing and other relevant factors.

The Company has no significant exposure to credit risk. Credit exposure in respect of the Company’s cash and term
deposits is Hmited to banks with minimum "AA-" credit ratings.

{D) Liquidity Risk

Liquidity risk is the risk that the entity will encounter difficulty in meeting commitments linked to financial instruments.
The Company manages its liquidity risk on an on-going basis hy:

« spreading its investments across multiple banks and institutions with different maturity profiles

+ forecasting expected future liquidity and ensuring a sufficient liquidity ‘buffer’ is maintained at all times.

The table below analyses the Company’s financial assets and liabilities at balance date into the relevant maturity
groupings based on the remaining period to the maturity date.

On Demand 0-3 Months  4-12 Months 1-3 Years Total
31 March 2014 % % % % $
Financial Assets
Cash and cash equivalents 301,441 - - - 301,441
Term Deposits (Investments) - 10,333,229 69,000 - 16,402,229
Receivables 379,399 - - - 379,399
680,840 10,333,229 69,000 - 11,083,068

Financial Liabilities

Accounts Payables 198,352 - - - 198,352

Cther Liabilities - 294 956 1,709 2,959
198,352 294 956 1,709 201,311

On Demand 0-3 Months  4-12 Months 1-3 Years Total

31 March 2013 $ $ % $ %

Financial Assets

Cash and cash equivalents 110,658 - - - 110,658

Term Deposits (Investments) - - - - -

Receivables - - - - -
110,658 - - - 110,658

Financial Liabilities
Accounts Payables 4,660 - - - 4,660
Other Liabilities

4,660 - - - 4,660

Financial assets and liabilities are held at amortised costs. The fair value of the financial assets and financial iiabilities
approximates their carrying value. The carrying amount of these financial assets and liabilities are a reasonable
approximation of fair value, either due to their short-term nature or that they are floating rate instruments that are re-
priced to market interest rates on or near the balance sheet date,

{E) Sensitivity analysis

The analysis below demonstrates the impact of changes in interest rates on profit after tax and equity on continuing
business. The analysis is based on changes in economic conditions that are considered reasonably possible at the
reporting date. The potential impact is assumed as at the reporting date.

(i} Interest rate

All Investments of the Company are held by NZ financial institutions on short term deposits (refer note 12). The term
deposits have a fixed interest rate for a fixed term. Therefore, the impact at reporting date on the Company’s profit
after tax and equity is Nil, with all other variabies being at a constant. (31 March 2013: Nil)
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Provident Insurance Corporation Limited

Notes to the financial statements

19. RISK MANAGEMENT (Continued)

The sensitivity analysis in respect to changes in interest rates as applied to Provision for Unearned Premium for 2014
considers the impact of a 175 basis point plus and minus change in New Zealand interest rates (i.e. Reserve Bank of
MNew Zealand Solvency Standard for Non-Life Business). There were no premiums written prior to September 2013,

Change in Interest Rates
-1.75% No Change +1.75%

$ $ $
Provision for Unearned Premium 2,693,836 2,625,993 2,561,682

(F) Operating risk
Operating risk is the risk of financial loss resulting from either external events, inadequate or failed systems or
processes, or insufficiently skilled and trained staff. There are a number of key processes and controls in place which
mitigate operating risk, including:
+ the management and staff responsible for identifying, assessing and managing operational risks in
accordance with their roles and responsibilities
« the Chief Finance and Risk Officer charged with assisting staff identify risks, assessing the sufficiency of
and ongoing presence of suitable mitigations
» the Board Risk Committee charged with monitoring and reporting on risks.

20. CAPITAL MANAGEMENT

(i) Share Capital
31 March 31 March
2014 2013
$ $

Fully paid up Capital 10,420,000 918,000
Unpaid Capital - 3,082,000
Share Capital at 31 March 10,420,000 4,000,000
Represented by:

Number of Shares 10,420,000 4,000,000

When the Company incorporated (23 May 2012) 3,000,000 shares were issued, On 28 August 2012 a further 1,000,000
shares were issued. A further 6,420,000 shares were issued on 4 July 2013. All shares carry the same voting rights.

(ii)_Fi ial S h Rati
Provident Insurance Corporation Limited has a B++ Financial Strength Rating awarded by AM Best Company on 1
August 2013. The rating scale is:

Rating Explanation
A++, A+ Superior

A, A- Excellent
B++, B+ Good

B, B- Fair

C++, C+ Marginal

C, C- Weak

D Poor

E Under Regulatory Supervision
F In Liquidation
S Suspended

Ratings from A to C also may be enhanced with a "++" (double plus), "+" (plus) or "-" (minus) to indicate whether
credit quality is near the top or bottom of a category.



Provident Insurance Corporation Limited

Notes to the financial statements

20. CAPITAL MANAGEMENT (Continued)
iii) Capital Management Plan Solvenc

When managing capital, management's objective is to ensure that the Company continues as a going concern with
sufficient reserves to settle claims and meet its financial obligations to creditors. The Company has an established
capital management plan (CMP), which is reviewed annually,

Minimum Solvency Capita for 31 March 2014 required to meet the solvency standards is:

Actual Solvency Capital (ASC) 8,028,480
Minimum Solvency Capital {MSC)* 3,600,000
Solvency Margin $5,028,480

*MSC has been set by the Reserve Bank of New Zealand.

21. CONTINGENT LIABILITIES
There were no contingent liabilities as at 31 March 2014 (31 March 2013: Nil).

22, CAPITAL COMMITMENTS
There were no capital commitments as at 31 March 2014 (31 March 2013: Nil).

23, SUBSEQUENT EVENTS
There have been no material events subsequent to 31 March 2014, other than those disclosed in note 18.




.

pwec

Independent Auditors’ Report

to the shareholders of Provident Insurance Corporation Limited

Report on the Financial Statements

We have audited the financial statements of Provident Insurance Corporation Limited on pages 1 to 17,
which comprise the statement of financial position as at 31 March 2014, the statement of
comprehensive income, the statement of changes in equity and the statement of cash flows for the
period then ended, and the notes to the financial statements that include a summary of significant
accounting policies and other explanatory information.

Directors’ Responsibility for the Financial Statements

The Directors are responsible for the preparation of these financial statements in accordance with
generally accepted accounting practice in New Zealand and that give a true and fair view of the matters
to which they relate and for such internal controls as the Directors determine are necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to fraud
or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing (New Zealand) and
International Standards on Auditing. These standards require that we comply with relevant ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditors’ judgement, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditors consider the internal controls relevant to the
Company’s preparation of financial statements that give a true and fair view of the matters to which
they relate, in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Company’s internal control. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates, as well as evaluating the overall presentation of the financial statements.

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

We have no relationship with, or interests in, Provident Insurance Corporation Limited other than in
our capacities as auditors and providers of other assurance related services. These services have not
impaired our independence as auditors of the Company.

PricewaterhouseCoopers, 188 Quay Street, Private Bag 92162, Auckland 1142, New Zealand
T: +64 9 355 Booo, F: +64 9 355 8001, pwe.co.nz
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Independent Auditors’ Report

Provident Insurance Corporation Limited

Opinion

In our opinion, the financial statements on pages 1 to 17:

(i) comply with generally accepted accounting practice in New Zealand;
(ii) comply with International Financial Reporting Standards; and

(iii) give a true and fair view of the financial position of the Company as at
31 March 2014, and its financial performance and cash flows for the period then ended.

Report on Other Legal and Regulatory Requirements

We also report in accordance with Sections 16(1)(d) and 16(1)(e) of the Financial Reporting Act 1993.
In relation to our audit of the financial statements for the period ended 31 March 2014:

(i) we have obtained all the information and explanations that we have required; and

(ii) in our opinion, proper accounting records have been kept by the Company as far as
appears from an examination of those records.

Restriction on Use of our Report

This report is made solely to the Company’s shareholders, as a body, in accordance with Section 205(1)
of the Companies Act 1993. Our audit work has been undertaken so that we might state to the
Company’s shareholders those matters which we are required to state to them in an auditors’ 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 Company and the Company’s shareholders, as a body, for our
audit work, for this report or for the opinions we have formed.

«,\ W&Mw e ﬁoorw

Chartered Accountants Auckland
8 July 2014
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QUANTIUM

7 August 2014

The Board of Directors

Provident Insurance Corporation Ltd

Crown Centre, Ground Floor, 67-73 Hurstmere Road
Takapuna

Auckland 0622

New Zealand

Dear Sirs

Appointed Actuary — Report Required under Section 78 of the
Act

Section 78 of the Act specifies those matters that much be addressed, namely;

(a) | am the Appointed Actuary of Provident Insurance Corporation Limited
(Provident); and

(b) | have reviewed the actuarial information contained in, or used in the
preparation of the financial statements of Provident. The review has been
carried out in accordance with the applicable solvency standard. For the
avoidance of doubt, actuarial information means:

° Information relating to Provident's calculations of premiums, claims,
reserves, insurance rates, and technical provisions; and
. Information relating to assessments of the probability of uncertain

future events occurring and the financial implications for the insurer if
those events do occur; and

o Information specified in an applicable solvency standard as being
actuarial information for the purposes of this section; and

(c) The scope and limitations of the review will be detailed in Part B Section 1 of
the Financial Condition Report (FCR) as at 31 March 2014; and

(d) | have no relationship with Provident other than that of Appointed Actuary;
and

(e) | have obtained all information and explanations that | require; and

(f) In my opinion and from an actuarial perspective:
e Provident has adopted an outstanding claims provision that is higher
and therefore more prudent than the provision recommended in the
insurance liability wvaluation. In all other aspects, the actuarial

THE QUANTIUM GROUP PTY LTD
Level 25, 8 Chifley, 8-12 Chifley Square, Sydney NSW 2000, Australia T +61 2 9292 6400 F +81 2 8292 6444 W www.quantium.com.au ABN 45 102 444 253
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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

(g) No condition has been imposed under Section 21(2)(b) as at 31 March 2014,
and

(h)  No condition has been imposed under Section 21 (2)(c) as at 31 March
2014.

Yours sincerely

Kol Lhoalt

Karl Marshall

Appointed Actuary, Provident

Fellow of the New Zealand Society of Actuaries
Tel: +61 2 9292 6431



