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Independent auditor’s report  
To the Directors of Atradius Crédito y Caución S.A. de Seguros y Reaseguros  

 

We have audited the financial statements of Atradius Crédito y Caución S.A. de Seguros y Reaseguros 
New Zealand Branch (the Branch) which comprise: 

• the statement of financial position as at 31 December 2019; 

• the statement of comprehensive income for the year then ended; 

• the statement of changes in equity for the year then ended; 

• the statement of cash flows for the year then ended; and 

• the notes to the financial statements, which include significant accounting policies. 
  

 
Our opinion  
In our opinion, the accompanying  financial statements of the Branch, present fairly, in all material 
respects, the financial position of the Branch as at 31 December 2019, its financial performance and its 
cash flows for the year then ended in accordance with New Zealand Equivalents to International 
Financial Reporting Standards (NZ IFRS) and International Financial Reporting Standards (IFRS).  

Basis for opinion  
We conducted our audit in accordance with International Standards on Auditing (New Zealand) (ISAs 
(NZ)) and International Standards on Auditing (ISAs). 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 believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our opinion.  

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

Our firm provides tax pooling services to the Branch. In addition, subject to certain restrictions, 
partners and employees of our firm may individually deal with the Branch on normal terms within the 
ordinary course of trading activities of the Branch. These matters have not impaired our independence 
as auditor of the Branch.  
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Our audit approach 

Overview 

 

An audit is designed to obtain reasonable assurance whether the financial 
statements are free from material misstatement. 

Overall materiality: $62,000, which represents approximately 1% of gross 
earned premium. 

We chose gross earned premium as the benchmark because, in our view, it 
is a key metric used in assessing the performance of the Branch and is a 
generally accepted benchmark for insurance companies. We selected 1% 
based on our professional judgement, noting that it is also within the range 
of commonly accepted revenue related benchmarks.  

 

  

We have determined that there is one key audit matter:  

• Valuation of outstanding claims liabilities 

Materiality 
The scope of our audit was influenced by our application of materiality.  

Based on our professional judgement, we determined certain quantitative thresholds for materiality, 
including the overall materiality for the financial statements as a whole as set out above. These, 
together with qualitative considerations, helped us to determine the scope of our audit, the nature, 
timing and extent of our audit procedures and to evaluate the effect of misstatements, both 
individually and in aggregate on the financial statements as a whole. 

Audit scope 
We designed our audit by assessing the risks of material misstatement in the financial statements and 
our application of materiality. As in all of our audits, we also addressed the risk of management 
override of internal controls including among other matters, consideration of whether there was 
evidence of bias that represented a risk of material misstatement due to fraud. 

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an 
opinion on the financial statements as a whole, taking into account the structure of the Branch, the 
accounting processes and controls, and the industry in which the Branch operates. Certain operational 
processes which are critical to financial reporting for the Branch are undertaken outside of New 
Zealand. We worked with the PwC member firm engaged in the Atradius Crédito y Caución S.A. de 
Seguros y Reaseguros group audit to understand the processes that supported material balances and 
disclosures within the Branch’s financial statements. This enabled us to evaluate the effectiveness of 
the controls over those processes and consider the implications for the remainder of our audit work.   

Key audit matters  
Key audit matters are those matters that, in our professional judgment, were of most significance in 
our audit of the financial statements of the current year. These matters were addressed in the context 
of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not 
provide a separate opinion on these matters. 
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Key audit matter How our audit addressed the key audit 
matter 

Valuation of outstanding claims 
liabilities 

2019 $4,761,014, 2018 $3,463,780 

Refer to notes 1 and 17 to the financial 
statements, which also describe the elements 
that make up the balance. 

We considered the valuation of outstanding 
claims liabilities a key audit matter because 
of the complexity involved in the estimation 
process and the significant judgements that 
management make in determining the 
balance. 

The valuation of outstanding claims 
liabilities, using actuarial models and 
methodologies relies on the quality of 
underlying data which includes historical 
claims experience for insolvencies and non-
insolvencies, as well as small and large 
claims, and involves significant judgements 
and assumptions given the inherent 
uncertainty in estimating the expected 
present value of future payments for claims 
incurred.   

In particular, there is greater judgement over 
the estimation of claims that have been 
incurred at the reporting date but have not 
yet been reported to the Branch, as there is 
generally less information available in 
relation to these claims, and claims that have 
been reported but there is uncertainty over 
the amount which will be settled. 

Outstanding claims liabilities include a risk 
margin that allows for the inherent 
uncertainty in the central estimate of the 
future claim payments. In determining the 
risk margin, the Branch makes judgements 
about the volatility in business written.  

 

  

 

 

Our audit procedures included obtaining an 
understanding of key controls, including key data 
reconciliations and management review of the 
estimates.  

Claims data is a key input to the actuarial estimates. 
Accordingly, we: 

• evaluated the design effectiveness and 
tested controls over claims processing; 

• reviewed claims data reconciliations; and  

• inspected a sample of claims paid and 
claims notifications during the year to 
confirm that they were supported by 
appropriate documentation. 

Together with PwC actuarial experts we: 

• considered the work and findings of the 
external independent actuaries engaged by 
the Branch; 

• evaluated the actuarial models and 
methodologies used by comparing with 
those generally accepted and applied in the 
sector and with prior year; 

• assessed key actuarial judgements and 
assumptions including claim numbers, 
claims expense ratios, settlement periods, 
accident year loss ratios, and discount rate, 
and challenged these by comparing with 
our expectations based on the Branch’s 
experience and independently observable 
industry and economic trends; and 

• assessed the approach to setting the risk 
margin in light of the requirements of the 
accounting standards and by comparing to 
known industry practices. In particular we 
focused on the assessed level of uncertainty 
in the central estimate. 
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Responsibilities of the Directors for the financial statements 
The Directors of Atradius Crédito y Caución S.A. de Seguros y Reaseguros are responsible for the 
preparation and fair presentation of the financial statements in accordance with NZ IFRS and IFRS, 
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 the Branch’s 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 Branch or to 
cease operations, or have no realistic alternative but to do so.  

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 ISAs (NZ) and ISAs 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’s website at: 

https://www.xrb.govt.nz/standards-for-assurance-practitioners/auditors-responsibilities/audit-
report-2/ 
  

This description forms part of our auditor’s report.    

Who we report to 
This report is made solely to the Directors of Atradius Crédito y Caución S.A. de Seguros y Reaseguros, 
as a body. Our audit work has been undertaken so that we might state those matters which 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 Atradius Crédito y 
Caución S.A. de Seguros y Reaseguros and the Directors, as a body, for our audit work, for this report 
or for the opinions we have formed. 

 
The engagement partner on the audit resulting in this independent auditor’s report is Karl Deutschle.  

For and on behalf of:  

Chartered Accountants 
30 April 2020 

Auckland 
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