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1. Introduction and scope 
 
In accordance with section 78 of the Insurance (Prudential Supervision) Act 2010 (IPSA), as the 
appointed actuary for ACE Insurance Limited (AIL), this report documents my review under section 77 of 
IPSA. 
 
In particular: 
 
 Section 77 (1) of IPSA specifies that “A licensed insurer must ensure that the actuarial information 

contained in, or used in the preparation of, the financial statements of the insurer and any group 
financial statements referred to in section 81(1) (of IPSA) is reviewed by the appointed actuary.” 
 

 Section 77 (3) specifies that the “review must be carried out in accordance with an applicable 
solvency standard.” 
 

 Section 77 (4) specifies that “For the purposes of this section and section 78, actuarial information 
means— 

 
(a)  information relating to an insurer’s calculations of premiums, claims, reserves, dividends, 

insurance and annuity rates, and technical provisions;  
 
(b)  information relating to assessments of the probability of uncertain future events occurring 

and the financial implications for the insurer if those events do occur;  
 
(c)  information specified in an applicable solvency standard as being actuarial information for 

the purposes of this section.” 
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With respect to section 77 (4)(c) of IPSA, section 130 of the Reserve Bank of New Zealand’s (RBNZ) 
Solvency Standard for Non-Life Business, specifies the actuarial information as: 
 
a) the Premium Liabilities as defined in this solvency standard; 
b) the Net Outstanding Claims Liability as defined in this solvency standard; 
c) the reinsurance and any other recovery asset(s) relevant to the Reinsurance Recovery Risk Capital 

Charge; 
d) any deferred acquisition cost or deferred fee revenue relevant to the Premium Liabilities; and 
e) any other information deemed by the appointed actuary to warrant actuarial review. 

 
With respect to section 77 (4)(c) of IPSA, section 144 of the RBNZ’s Solvency Standard for Life Business, 
specifies the actuarial information as: 
 
a) the Policy Liability;  
b) the reinsurance and any other recovery asset(s) relevant to the Policy Liability, or relevant to 

outstanding claims reserves or incurred but not reported claims reserves held outside of the 
Policy Liability;  

c) any deferred or other tax asset relevant to the Policy Liability;  
d) any deferred acquisition cost or deferred fee revenue relevant to the Policy Liability;  
e) the unvested policyholder benefits liability; and  
f) any other information deemed by the appointed actuary to warrant actuarial review for the 

purpose of profit or solvency reporting.  
 
Each of these items are addressed and documented in detail (to the extent relevant and material) in 
AIL’s Insurance Liability Valuation Report dated 2 May 2014.  
 
Additional analysis has been performed in the preparation of my Financial Condition Report which will 
be finalised following the AIL Board meeting on 9 May 2014.  
 
 
2. Information required 
 
a) Name: Stephen James Wilson 
 
b) Work done by the actuary: 

 
I confirm that I have reviewed the following in respect of AIL’s financial statements: 
 
 Information relating to an insurer’s calculations: 

 
 Premiums 

 
 Discussions and review of written, earned and unearned premium data with 

AIL Finance and PwC Auditors 
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 In addition, as part of my Insurance Liability Valuation (ILV) I have calculated an 
amount of unclosed written, earned and unearned premium, gross and net of 
reinsurance 

 
 Claims – As part of my Insurance Liability Valuation Report (ILVR) dated 2 May 2014, I 

have: 
 
 Reconciled the actuarial claims data with Finance claims data 
 Analysed AIL’s claims data using actuarial techniques 
 

 Reserves – As part of my ILVR I have: 
 
 Reconciled the actuarial claim reserve data with Finance claim reserve data 
 Analysed the strength of AIL’s claims reserves using actuarial techniques 
 Had detailed discussions regarding large claim reserve with underwriting and 

claims departments 
 Determined Insurance Liability Reserves (including both Outstanding Claim 

Liabilities and Premium Liabilities) in accordance with the Reserve Bank of New 
Zealand’s (RBNZ) Solvency Standards for Non-Life Business and Life Business 

 
 Dividends – Reviewed the 2013 and proposed future level of dividends in the context 

of AIL’s current and forecast financial condition as part of my analysis for AIL’s 
Financial Condition Report (FCR), which will be finalized in May 2014 
 

 Insurance (and annuity) rates – Reviewed the adequacy and profitability of AIL’s 
premium rates as part of my analysis for AIL’s FCR 
 

 Technical provisions – Determined and documented as part of my ILVR 
 

 Information relating to assessments of the probability of uncertain future events occurring 
and the financial implications for the insurer if those events do occur 
 
 An assessment of the probability of uncertain future events has been performed and 

documented as part of my ILVR 
 

 Information specified in an applicable solvency standard as being actuarial information for 
the purposes of this section. 
 
 I have reviewed the information (both actuarial and non-actuarial) required under 

both the RBNZ’s Solvency Standard for Non-Life Business and RBNZ’s Solvency 
Standard for Life Business. 
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 I confirm that my review covered: 
 
 Net outstanding claims as per NZ IFRS 4 including:  

 central estimate of expected claims and recoveries;  
 discounting at a risk free rate;  
 allowance for claim handling expenses; and  
 a risk margin intended to provide the specified probability of sufficiency;  

 
 The relevant accounting provisions (unearned premium, deferred acquisition 

cost, deferred reinsurance expense, deferred reinsurance commissions, and 
unexpired risk);  
 

 The actuarial estimate of net premium liabilities comprising: 
 

 determination of the appropriate assessment period for Premium 
Liabilities;  

 central estimate of expected claims and recoveries;  

 discounting at a risk free rate;  

 allowance for policy administration and claim handling expenses;  

 allowance for the cost of any future reinsurance (i.e. that has not yet 
been purchased) required to cover unexpired risks; and  

 a risk margin intended to provide a 75% POS.  
 

 Application of the Liability Adequacy Test 
 

 The level of deferred acquisition cost in the financial statements after the 
application of the Liability Adequacy Test.  

 
c) Scope and limitations of the review 
 

The scope of my review has been to review the information referred to as “actuarial information” 
in Section 77 (4) of IPSA, and detailed above, namely: 
 
 information relating to an insurer’s calculations of premiums, claims, reserves, dividends, 

insurance and annuity rates, and technical provisions;  
 information relating to assessments of the probability of uncertain future events occurring 

and the financial implications for the insurer if those events do occur;  
 information specified in an applicable solvency standard as being actuarial information for 

the purposes of this section; and 
 legal advice provided in conjunction with the compilation of the solvency return. 

 
There have been no limitations placed on my review.  
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d) The existence of any relationship (other than that of actuary) that the actuary has with, or any 
interests that the actuary has in, the licensed insurer or any of its subsidiaries 

 
I confirm that I am an employee of a related corporate entity, ACE Insurance Limited (Australia) – 
which is not a subsidiary of AIL - and I am not a Director of AIL.  

 
e) Whether the actuary has obtained all information and explanations that he or she has required 
 

I confirm that I have obtained all information and explanations required to perform my review. 
  
f) Whether, in the actuary’s opinion and from an actuarial perspective: 

 
i) the actuarial information contained in the financial statements and any group financial 

statements has been appropriately included in those statements (and if not, the respects in 
which it has been inappropriately included) 

 
ii) the actuarial information used in the preparation of the financial statements and any group 

financial statements has been used appropriately (and if not, the respects in which it has 
been used inappropriately). 
 

I confirm that in my opinion, and from an actuarial perspective, the actuarial information 
contained in AIL’s financial statements has been appropriately included and has been used 
appropriately. 

 
g) Whether, in the actuary’s opinion and from an actuarial perspective, the licensed insurer is 

maintaining the solvency margin that applies under a condition imposed under section 21(2)(b) 
(as at the balance date of the insurer) 

 
I confirm that in my opinion, and from an actuarial perspective, AIL has maintained the solvency 
margin in accordance with both the RBNZ’s Solvency Standard for Non-Life Business and RBNZ’s 
Solvency Standard for Life Business.  
 

h) in the case of a life insurer, whether, in the actuary’s opinion and from an actuarial perspective, 
the life insurer is maintaining the solvency margins that apply in respect of its statutory funds 
under a condition imposed under section 21(2)(c) (as at the balance date of the insurer). 

 
Not applicable as AIL is a non-life insurer and, despite having a small amount of life insurance 
business (in run-off), AIL has been given an exemption from holding statutory funds in respect of 
this life insurance business. 
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Please do not hesitate to contact me if you would like to discuss any aspect of this memorandum. 
 
 
 
 
 
 
Stephen Wilson 
Appointed Actuary, ACE Insurance Limited 
 
Email:  stephenj.wilson@acegroup.com 
DDI:  +61 2 9335 3213 
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