Consumer Insurance Services Limited
Audited financial statements
for the six months ended 30 June 2016
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Consumer Insurance Services Limited
Directors' report
30 June 2016

Directors' report
The Board of Directors has pleasure in presenting the financial statements for the six months ended 20 June 2016,

With the agreement of its shareholder, the Company has adopted the reporting concessions available to it under
section 211(3) of the Companies Act 1993.

The Board of Directors of Consumer insurance Services Limited authorised these financial statements presented on
pages 4 to 22 for issue on 28 September 2016.

For and on behalf of the Board.

C M da Silva D J Stevens
Director Director
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Statement of comprehensive income
For the six months ended 30 June 2016

Interest income
Premium income
Total eperating income

Insurance commission
Operating expenses
Net claims incurred
Total expenses

Profit before income tax

Income tax expense
Proflt after income tax expense

Other comprehensive income net of tax
Total comprehensive income

Total comprehensive income is attributable to:
Equity holders of Consumer Insurance Services Limited

Refer to note 1 for information on the change in balance date.

The above statement of comprehensive income should be read in conjunction with the accompanying nofes.

e

Consumer Insurance Services Limited
Statement of comprehensive income
For the six months ended 30 June 2016

6 months 12 months

30-Jun-16 31-Dec-15

Note $000 $000
83 307

4 3,176 7.064
3,259 7.371

{667} (1,6818)

5 (1,109) (1,865)
B {313) (1.065)
(2,089) (4,348)

1,170 3,023
8 {327) (846)
843 2477

8343 2,177

843 2477
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Statement of changes in equity
For the six months ended 30 June 2016

Mote

As at 1 January 2015

Year ended 31 December 2015
Profit after income tax expense
Total comprehensive income

Transactions with owners

Dividends 18
Share capital repurchased 14
Total transactions with owners

As at 31 December 2015

As at 1 January 2016

Six months ended 30 June 2016
Profit after income tax expense
Total comprehensive income

Transaction with owners

Dividend 15
Tolal transaction with owners

As at 30 June 2016

Consumer insurance Services Limited
Statement of changes in equity
For the six months ended 30 June 2016

Attributable to equity holders of the

Company

Share Retained Total
capital earnings equity
$000 $000 $000
7.500 1.183 8.683
- 2177 2,477

“ 2177 2,177
- (1,950) {1,950}
{4,000} - {4.000)
(4000} (1.950} (6.950)
3.500 1,410 4.910
3.500 1,410 4,910
- 843 843

- 843 843
- {300} (300)
- £300) (300)
3.500 1.953 5.453

Refer to note 1 for information on the change in balance date.

The above statement of changes in aquily should be read in conjunction with the accompanying notes.

pwe



DA

‘salou BuiAuediionse sy} yM UOROUNTLIOD Ul PRSI 84 DIOS SMOY USRI JO JUSLUSIRIS BA0qR Blj)

"glen aoueleg Ul 26UeyD BU} U UCIJRULIDIUE 10} L 810U 0] Ja5ax

salpanoe Buneiado wody Mojiul USED JaN
. sajqeded ul JUBLLIBAO

saljlqel| Xe) paliaap Ut juswaaoly

S|9sSsSe JaUjo Ut Jualanop

X&) JUaLng U] JUSLWISAO

15848JU PSNISIE UL JUSLISAO

potiad auj Joj xey tajje Jpold

sapjaloe Gupelado Wol) mojju) Yses Jau o) XB) atiooul 1ayje 13o4d {0 uonejouosey

syisodap wia) Hoyg
queq e yseg

:asu1dwion potlad ay) jo pua je sjuateanba yses ple ysen

516 P8y
Gog D) (102)
{8#1) (L1

599 (£8)

(1e1) {51)

iz (gg)

L11'T £r8

BGE G £PG g

G00'g 0055

BGE 44

85t 5 ]

0gs 00 BSES
(Li6'P) ¥81
{0S6'5) (00E)
(0S6°1) (00%) Gl
{000'¥) - i
816 vap
(G60°T) (Br1)
{9z1) {t12)
(556'2) {228°1)
(geL'p {ogg)

F06'S 000°¢

Lbe 0%
000% 0008 20N
§1-080-L€ 91-unp-0g
S{JUOWLI gL SUHIUOLE g

9402 auUnp Qg PIPUS SLPUOW XIS BY} 104
SMOJ} YSED JO JuaWsleIS
paljiu|T S30I1AJag 2URINSY] JaWNSUOY

pouad ey} Jo pua JB SJUIBAINDS YSED PUE ySen

pouad sy} jo BuuuBaq je sjusjeAInba Uses pue ysen
sjualeamba yseo pue yseo uj (asealoopljasealall JaN

SaIjARSE BUd2UBUY WOL) MO)IN0 USED JaN
pied SpUapIAIQ]

{eldes jo aseysinday

saniAlpae BUiaURL WOl SMO]] ISED

saljialioe Bujjeiado Loty mO[JUl 4SeD JaN
siuawied uopusaang

pied Xe] swoou|

sasAoidwa pue sisyddns o) sjusiey

pied swigd

paAlg0al wWniwad aoueInsu)

paABoa] JsalBY]

sanianoe Buigesado woal smojy yses

91.0Z 8uUNnf 0 PePUS SUIOW XIS 3U) 10
SMOJ} YSBD JO JUBWBIS



Consumer Insurance Services Limited
Motes to the financial staterments
Forihe six months ended 30 June 2016

1 General accounting policies
Reporting entity
These financial statements are for Consumer insurance Services Limited as a separate legal entity.

Consumer Insurance Services Limited (the "Company”) provides insurance services in New Zealand. Effective 13 May
2013, the Reserve Bank of New Zealand issued the Company a license to carry on non-life instirance business in New
Zealand pursuant to the Insurance (Prudential Supervision) Act 2010,

The address of its registered office is 31 Highbroek Drive, East Tamaki, Auckland.
Statutory base

The Company is a limited Eability company incorporated and domiciled in New Zealand. It is registered under the
Companies Act 1993,

Basis of preparation

The financial statements have been prepared in accordance with New Zealand generally accepted accounting practice
("NZ GAAP"). The financial statements comply with New Zealand Equivalents o International Financial Reporting
Standards ("NZ IFRS"), other interpretations as appropriate for profit-ariented entities and international Financial Reporting
Standards {"IFRS").

The financial stalements have been prepared in accordance with the requirements of the Financial Reporting Act 2013,
the Financial Markets Conduct Act 2013 and the Companies Act 1893, The Company is a Financial Markets Conduct
reporting entity under the Financial Markets Conduct Act 2013,

The Company is a profit-oriented entity.
These financial statements have been approved for issue by the Board of Directors an 28 September 2016.
Balance date and comparative figures

The Company changed its balance date from 31 December to 30 June for the period ended 30 June 2016, Current period
figures are for the six month period ended 30 June 2016, and comparative figures cover the full year ended 31 December
2015. Accordingly, comparative amounts for the Statement of Comprehensive Income, Statement of Changes in Equity,
Statement of Cash Flows and related notes are not directly comparable.

Basis of measurement

The financial statements are based on the general principles of historical cost accounting, as modified by the fair value
accounting for financial assets and financial liabilities at fair value through profit or loss.

These financial statements are presented in New Zealand dollars, which is the Company's functional currency. All
amounts in these financial statements have been rounded in thousands unless otherwise stated.

2 Summary of significant accounting policies

(2) Interestincome

Interest income is recognised in the statement of comprehensive income for all financial assets measured at amortised
cost using the effective interest method,

The effective interest method allocates the inlerest income over the life of the contract or when appropriate a shorter
period using the effective interest rate. The effective interest rate is the discount rate at which the present value of the
future cash flows equals the net carrying amount of the financial asset.
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Consumer Insurance Services Limited
Notes to the financial statements
For the six months ended 30 June 2016

2 Summary of significant accounting policies (continued)
Financial liabiiities

The Company's financial liabilities are measured at amortised cost.

{4} Impairment of financial assets
(i) Assets carried al amoriised cost

An assessment is made at each balance date whether there is objective evidence that a financial asset or group of
financial assets is impaired. A financial asset or group of financial assets is impaired and impairment losses are
recognised if there is objective evidence of impairment as a result of one or more events that occurred after the initial
recognition of the asset {a 'loss event’) and that loss event(s) has an impact on the estimated future cash {flows of the
financial asset or group of financial assets that can be reliably estimated.

(i} Assets carried at fair value

At each balance date an assessment is made as to whether there is objective evidence that a financial asset or group of
financial assets is impaired,

(h} Assets backing general insurance lizbilities

As part of its investment strategy the Company actively manages its money market deposits to ensure that sufficient liquid
funds are avaliable to meet the expecied pattemn of future cash flows arising from general insurance liabiities.

The Company has determined that its money market deposits are held to back general insurance liabiiities. These assets
are stated at amortised cost using the effective interest method.
{i) Liability adequacy test

Liability adequacy testing is performed in order to recognise in the statement of comprehensive income any deficiencies
arising from the carrying amount of the unearned premium liability less any related deferred acquisition costs and
intangible assets not meeting the estimated future claims under current insurance contracts. The estimated future claims
under current insurance contracts are measured using the present value of the expected cash flows relating to future
claims and associated expensas {discounted using a risk free interest rate) plus an additional risk margin to reflect the
inherent uncertainty of those estimated cash flows.

Liability adequacy testing is performed at the portfolio level where contracts that are subject to broadly simitar risks are
managed together as a single portfolio.
(i) Acquisition costs

Acquisition costs incurred in obtaining general insurance contracts are deferred and recognised as assets when they can
be refiably measured and it is prabable that they will give rise to premium revenue in subsegquent reporiing periods.

Deferred acquisition costs are amortised in accordance with the expected pattern of risk under the insurance contracts to
which they relate. This pattern of amortisation corresponds to the sarning pattern of the corresponding premium revenue.
{k} OQutstanding claims llability

The liability for outstanding claims is measured as the central estimate of the present value of expected future payments
against claims incurred at the balance date under general insurance contracts issued by the Company, with an additional
risk margin to allow for the inherent uncertainty in the central estimate.

The expected future payments include those in relation {o claims reported but not yet paid, claims incurred but not
reported (IBNR), claims incurred but net enough reported (IBNER) and anticipated claims handling costs.

Claims handling costs include costs that can be associated directly with individual claims, such as legal and other
professional fees, and costs that can only be indirectly associated with individual claims, such as claims administration
costs.

The expected fulure payments are discounted to present value using a risk free rate.
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4 Premium income

Gross written premiums
Movement in unearned premiums (note 11}
FPremium income

5 Operating expenses

Expense recharged from related parent {note 22(c)(i))
Other

6 Net claims incurred

Gross claims expense
Risks borne in the current period
Reassessment of risks borne in previous years

Other recoveries revenue
Reassassment of risks borne in previous years

7 Net underwriting result

Analysis of insurance operating result
Premium revenue

Gross claims expense
Other recoveries revenue
Net claims incurred

Acquisition costs
Other underwriting expenses
Expenses

Net underwriting result

Interest income
Operating surplus before income tax

-i2-

Consumer Insurance Services Limited
MNotes to the financial statements
For the six months ended 30 June 2016

(continued)
& months 12 manths
30-Jun-16 31-Dec-15
$000 S000
3,000 5,662
176 1,402
3176 7.064
& months 12 menths
30-Jun-i6 31-Dec-15
$000 $000
1,109 1,682
- (17}
1,109 1,665
& months 12 months
30-Jun-16 31-Dec-15
5000 %000
228 609
87 463
(2) (7}
213 1,065
6 months 12 months
30-Jun-ié 31-Dec-15
$000 $000
3,176 7.064
£315) (1,072}
2 7
(313) {1.065)
{667) (1,618)
{46} {86)
(713) (1.704)
2,150 4,295
83 307
2233 4.602
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Consumer Insurance Services Limited
Notes to the financial statements
Far the six months ended 306 June 2016

(continued)
10 Qutstanding claims liability {continued)
(¢} Reconciliation of movement in outstanding claims liability
6 months 12 months
30-Jun-16 31-Dec-15
5000 $000
Opening balance 413 533
Incurred claims recognised in the statement of comprehensive income 313 1,065
Claim payments (330) {1.185)
Closing balance 396 413
{d) Claims development tables
Claims development tables have not been provided as claims are typically resolved within one year.
11 Unearned premium liability
& months 12 months
30-Jun-18 31-Dec-15
$000 $000
Opening balance 516 1,918
Deferral of premiums 3,000 5,662
Earning of premiums (3,1786) (7.064)
Closing balance 340 516
Current 305 459
Non-current 35 57
Total 340 516

12 Liability adequacy fest

The liability adequacy test has identified a surplus for the Company's portfolio of insurance contracts. These contracts are

subject to broadly similar risks and are managed together as a singie porifolic.

30-Jun-i6 31-Dec-15
5000 $000
Unearned premium liability 340 516
Deferred acquisition costs {74} (138)
Net premium unearned liability 266 380
Centrat estimate of present value of expected future cash flows arising from future claims
on contracts issued B6 134
Risk margin 18.5% {31 December 2015: 16.6%) 12 18
Present value of expected future cash flows for future claims 38 152
Net surplus 168 228

The process for determining the overall risk margin, including the way in which diversification of risks has been aflowed for
is discussed in note 10(b), As with ocutstanding claims, the overall risk margin is intended {o achieve 75% probability of

adequacy.
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Consumer Insurance Services Limited
Notes to the financial statements

For the six months ended 30 June 2018
(continued)

16 Insurance contracts - risk management policies and procedures (continued)

{¢} Insurance company rating

At 30 June 20186 and 31 December 2015 the Company had an insurer financial strength rating of "B++ (goed)"' and an
tssuer credit rating of "bbb+" from AM Best Company Limited. The outlock for both ratings is stable af 30 June 2016 (31
Decermnber 2015; Stable).

(d) License

The Company holds a license irom the Reserve Bank of New Zealand to carry on insurance business in New Zealand. The
requirement to be licensed is a requirement of the Insurance {Prudential Supervision) Act 2010.

17 Insurance - assumptions and methods

The Company has three classes of business (as detailed in note 18(b)). All three classes are short tail in nature meaning
that claims are fypically setiled within one year of being reported,

The cost of claims notified to the Company at the balance date are estimaied on a case by case basis to reflect the
individual circumstances of each claim.

Actuarial assumptions

The following assumptions have been made in determining the outstanding claims liahilities.

30-Jun-ié 31-Dec-15
Average weighted term to settfement from balance date 54 mths 5.4 mihs
Expense rate 27.7% 22.8%
Process used to determine assumptions
Average weighted term fo sefffernent

The average weighled term fo setllement is calculated separately by class of business based on historic settlement
patterns.

Assumed loss ratios

The assumed loss ralios were determined by a consideration of observed ultimate joss ratios for earlier loss guarters. This
process requires professional judgement due to variation from quarter to quarter due to the relatively small size of the
portfolio.

Future incurred claim seltfement patterns

The outstanding claims liability has been determined using the Bornhuetter-Fergusson (incurred claims) methedology. it
has been assumed that future incurred claims patierns for each group of business will continue fo follow observed historic
patterns.

Expense rafe

Claims handling expenses were calculated by reference to past experience of claims handling costs.

inflation and discount rates

For outstanding claims liahilities the peried between the valuation date and the settlement date of most claims is expected
to be shori and the increase in costs as a resuli of inflation is not likely to be material. The cutstanding claims liabilities
have not been discounted for the time value of money.

Sensitivity analysis - insurance contracts

An increase/decrease of 10% in the key variables {average weighted term to settlement, average claim frequency and
expense rate} is not expected to have a material impact on the Campany's profit or equity.

-16-

pwe



oMl

_L L-

oy [0} (k) (o¥) osealou|aseaisap) jejor
- - - - ¥ saljligelj [elsueuy Jsuio
sajiqer) {elaueuly
. B - - SLS S1955. [RISURUY JSUID
or ov {ov) (oy) 00§’ sisodap Wwis] woyg
- - - - ¥ sjueq 1e ysen
S]9SSE [BIOUBUIY

000% 0Go$ 000% 000% ocas
Ainb3 xe| Jslie old  Aunbg Xel J3Ye o4 Junowe 910z aunp og ‘Aepsinyy

Buidsie

AR Yl
jSII B)B1 }S3Ia1Ul MO} USRD

DIS1 B)eS }salapU
MO} LSED O} SaljI|iqR]| [BI0UEUY pUE S19sSE [ejoueul s Aueduwog syl jo AUAISUSS B} asyeWLNS $3)qe) Buimo)|oy a1

SISA[EUE AHAIISUSS /O[] USED)

'SYSI Bl 15881 SO WswaBeuBL BY) $83SIBA0 '00TY Yl Bugl@ ydiym (,0SNIL) FBHIMILICS aduBnSU| ue sejeIedo
Auedwog a4y 'uolippe ut 'sapijod juswabeusw ysu AINSES) PUB JSHBYD SIE UM BoURDIO0OE U] YS ).l Jsauall BuiBeuety
Jo) e|aqisuodsad s1 yoium (,ODTY,) @aniwwes Aljiger] pue 1assy ue satelado uwim dnote B 3o Ued s Aueduwion ay

‘sajel

352D Jos et U] $aBUBYD Jo YNSal B SE 3589108D 10 95RaI0U] ABW SBNUDABI jSaIalU] ‘sSR! jSaialUl 18yIew u) sabueys jo
ASNETOq SJRTUDNY ||IM JUBLINIISY] [BIOUBUY € JO BN[EA 8Y) JEY] YSU 8U] SI SN 81e) 152181UY Sn|EA JIB "SSIE) 1SRISUL ey el w
sabueyo Jo asNEIS8G S1ENIONY ||IM JUSLWINIISLE [RIOUBUY B (0 SMO|] YSED 81NN} au) Teu) YSIF a1 SI YS11 818l JSaIsiul Moy Ysen

}sSIA ayed ysaaoup (&)
awahelew }sil |BIDUBULY 07

) ING SBM GLOZ Jaquiedeq LE
12 58 Auedwog sut 0] sjqe|ieas s)ipaso uoneinduw Jo Junowe aly). “dnoif uoneindw] au) Jo sipald uclendul $5909E PINOD
pue dnosB uoneinduw payiwi sbuipjoy ssaueljddy |9MAed B JSUSIH sU) Jo Jaqualt & sem Auedition auy) ‘S1ep SiU) 0} JoUd

'000'828'14$ S 9107 sunp 0g 1e se Auedwo) auy)
0} 8jgefieas sppaI2 uelendul Jo Junowe ay | "dnolf vopeindul su) jo sypald vonendw s$a33e ued pue dnotB uopeinduw
pue dnotb xe} awoou) palep)|osuod dnosgixa)d au) Jo Bguew B swedaq Auedwod sy ‘910z UdIBl g1 aalpeyg

sUpaso uoneihdw] gl

"L 810U U] papnjow ale Aiqel sunelo Burpugsine ayy Guulwisiap ul Alenoy ay) Aq pasn suodwnsse Aay 8yl

"uaneniea au; 4o ascdmd auy o) ejepdoldde pue sienbape sem papiacid uogewLIojUl BY) 1Y) PRISPISUGY AtEnjoy
ay) ‘getaa0 Auedon sy) o) pAr Aq papiacid Sem 9LOZ SUNP O SADAYS Hoday uaieniea AIge souRInsu; iy

‘0L0Z 1oy (uoisiasdng [ejuapnly) asueinsu)
B YIM 80U2DI00E U1 PR)ILT $33IAJSS SUURINSU| ISWNSUoD Jo Aenjoy au; se psjuiodde seam saaespn dnssap ajjiajaiy

uopeWwIoUI [BIIBNIOY 8|

{panunues)

910Z auny g papua syjuolt ¥Is ay; log
sjuatils)le)s jetouetn) ay) o} S9joN
payi|T S9dIAIg S3URINSU] LAWNSLOD




Consumer insurance Services Limited
Notes to the financial statements

For the six months ended 30 June 2016
(continued)

20 Financial risk management {continued)

Cash flow interest rate risk

-1% +1%
Carrying

Thursday, 31 December 2015 amount  Profit after tax Equity Profit after tax Equity

5000 3000 $000 $000 3000
Financial assets
Cash at bank 359 (3) (3) 3 3
Short term deposits 5,001 (36) (36) 36 36
Cther financial assets 386 - - - -
Financial llabilities
Other financial liabilities 10 - - - -
Total {decrease)lincrease {39} (39) 39 32

{b) Liquidity risk

Liquidity risk is the risk that the Company is unable to meet its payment obligations. [t inciudes the risk that the Company
may have insufficient liquid funds, or may not be able to raise sufficient funds to meet its payment ohligations. This
situation can arise if {here is a significant mismatch of its financial assets and financial liahilities.

ALCO oversees all aspects of balance sheet risk assessment and management, including liquidity risk, This committee
has a formal charter which outlines its role and responsibilities. All treasury related activity must comply with formal
freasury risk management policies.

The Company manages liquidity risk by monitoring day to day funding requirements and batance sheet liquidity ratios.
Maturity analysis

The fables below present the Company's cash flows by remaining contractual maturities at balance date, The amounts
disclosed are the coniractual undiscounted cash flows and therefore may not agree to the carrying values on the balance
sheet,

Call Uptob Over B Qver 1 Qver 2 Over5 Total

months  months year and years and years
and up to upto2 upto s
1 year years years
Thursday, 30 June 2016 5000 5000 3000 $000 5000 5000 $000
Financial asseis
Cash at bank 43 - - - - - 43
Short term deposits 1468 4,032 - - - - 5,500
Other assets - 575 - - - - 575
1.511 4.807 -~ - - - 5.118
Financial liabilities
Other liabilities - 4 - - - - 4

Call Uptos Quer 6 Over 1 Over 2 Qver§ Total
months  months year and years and years
anduptc wupto2 uptlo5
1 year years years

31 December 2015 5000 3000 $000 $000 000 000 3000

Financial assets

Cash at bank 359 - - - - - 359

Short term deposits 1,000 4,001 - - - - 5,001

Other assets - 386 - - - - 3886
1,359 4 387 - - - - 5.746

Financial liabilities

Other liabilities - 10 - - - - 10
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Censumer Insurance Services Limited
Notes to the financial statements

For the six months ended 30 June 2018
{continued)

20 Financial risk management (continued)

{d) Fair value estimation

The carrying value of certain financial assets and financial liabilities, due to the short term nature of the receivable or
obligation, approximates their fair value. The carrying values of cash at bank, related party receivable, other assets, and
payables approximate their falr values,

The Company categorises the fair value of financial instruments according to the following fair value hierarchy:
Level 1: inputs are quoted prices in active markets,

Level 2: fair values are estimated using present value or other valuation techniques using inputs that are observable; and

Level 3: fair values are estimated using inputs that are not observable.

{e) Foreign exchange risk

As at 30 June 2016 the Company had no foreign currency exposure (31 December 2015: $Nil).

{f) Other activities

The Company has no involvement in funds management, securitisation, custodiat or trust activities.

{g) Financial instruments by category

At amortised cost Taotal
$000 $000
At 30 June 2016
Cash at bank 43 43
Shert term deposits 5,500 5,500
Other assels 575 575
6.118 6.118
At 31 Degember 2015
Cash at bank 359 359
Short term deposils 5,001 5,001
QOther assels g8 386
5748 5 746
At amortised cost Total
5000 $000
At 30 June 2016
Payables 4 4
At 31 December 20158
Payables 10 10
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23 Capital risk management (continued)

Consumer Insurance Services Limited
Notes to the financial statements

The Selvency Standard for Non-life Insurance Business requires a licensed insurer to:

For the six months ended 30 June 2016
{continued)

. at all times, maintain a Solvency Margin as defined in the solvency standard. The Solvency Margin must aiways
be a positive amount, and a licensed insurer must maintain Actual Solvency Capitai in excess of the amount

required {o maintain this Solvency Margin.

. if a licensed insurer has reasonable grounds to believe that a failure o maintain a solvency margin is likely to
occur gt any time within the next threes years, the licensed insurer must report the likely failure to the Reserve

Bank of New Zealand as soon as is reasonably practicable.

The Company has complied with these minimum capital requirements during the periods reported.

The tables below show the calculation of the solvency capital.

{a) Actual solvency capital

Share capital
Retained earnings
Dividend

Total tier one capital

{b} Mimimum solvency capital

Capital charges
Insurance risk
Catastrophe risk
Assef risk

Interest rate risk
Total capital charges

Mimimum solvency capital required =

Solvency margin
Solvency ratio

30-Jun-16 31-Dec-15
$000 3000
3,500 3,500
1,953 1,410
- (300)
5,453 4610
30-Jun-18 31-Dec-18
$000 $000
59 70
40 40
621 459
27 27
747 586
3,000 3,000
2,453 1.8610
182% 154%

* Minimum solvency capital is the greater of the sum of the capital charges or $3.0 million.

24 Events occurring after the balance date

There have been no materfal subsequent events other than as already disclosed after the balance date.
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Independent Auditor’s Report

to the shareholder of Consumer Insurance Services Limited

Report on the Financial Statements

We have audited the financial statements of Consumer Insurance Services Limited (the “Company™)
on pages 4 to 22, which comprise the statement of financial position as at 30 June 2016, 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 on behalf of the Company for the preparation and fair presentation of
these financial statements in accordance with New Zealand Equivalents to International Financial
Reporting Standards 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
OT error,

Auditor’s Responsibility

Cur 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). 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 frand or
error. In making those risk assessments, the auditors consider the internal controls relevant to the
Company’s preparation and fair presentation of the financial statements in order to design aundit
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 esthmates, 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 are independent of the Company, Other than in our capacity as auditors and providers of other
related assurance services we have na relationship with, or interests in, the Company.

......................................................................................................................

PricetvaterhouseCoopers, 188 Quay Street, Private Bag 92162, Auckland 1142, New Zealand
T +64 9 355 8000, F: +64 0 355 8001, prwe.conz






Independent Auditor’s Report

Consumer Insurance Services Limited

Opinion
In our opinion, the financial statements on pages 4 to 22 present fairly, in all material respects, the
financial position of the Company as at 30 June 2016, and its financial performance and cash flows for

the period then ended in accordance with New Zealand Equivalents to International Financial
Reporting Standards.

Restriction on Use of our Report

This report is made solely to the Company’s shareholder in accordance with the Cornpanies Act 1993.
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 the Company and the Company’s
shareholder for our audit work, for this report or for the opinions we have formed.

Qﬁ&\%\&w@
/h

Chartered Accountants Auckland
28 September 2016
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MELVILLE JESSUP WEAVER

Willis Towers Watson Alliance Partner

28 September 2016

Ms S Nakanishi

Head of Financial Control
Fisher & Paykel Finance Limited
Private Bag 94013

MANUKAU 2241

Dear Susan

Consumer Insurance Services Ltd - Section 78 Review

Sections 77 and 78 of the Insurance {Prudential Supervision) Act 2010 require that the Appointed Actuary
must review and comment on the appropriateness of the actuarial information contained in, or used in the
preparation of the Insurer’s financial statements as at 30 June 2016.

| note that | produced the Insurance Liability Valuation Report (ILVR) for Consumer Insurance Services Ltd
("CISL") as at 30 June 2016 {dated 1 August 2016) and the Financial Condition Report as at 30 June 2016
(dated 31 August 2016).

Scope & investigation

A key aspect of my review as appointed actuary is what constitutes actuarial information.

The Appendix to this letter details the regulatory requirements on actuarial information and my interpretation
of these requirements. It also details the investigations that have been carried out as part of the review.

Summary and conclusion of review

| have reviewed all actuarial information contained in or used to prepare the financial statements of CISL as
at 30 June 2016.

In my opinion, all actuarial information has been materially included and used appropriately in the financial
statements of CISL as at 30 June 2016.

Declaratory statements
| confirm that | have no relationship with, or interests in CISL, other than as Appointed Actuary.
[ have obtained all information and explanations that have been required to carry out this review.

Yours sincerely

& ZZ

Craig Lough FNZSA

Appointed Actuary

csl608aag. Section78_30Jun16_Final.let.docx
Simpl House 40 Mercer Sireet Wiww.Mmjw.co.ng 57 Fort Street
PO Box 11330 Wellington 6142 New Zealand PO Box 40314 Auckland 1140 New Zealend
T 64 44990277 T 64930071585

wgin@mjw.co.nz MELVILLE JESSUP WEAVER LIMITED akld@mjw.co.nz
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Consumer Insurance Services Limited Section 78 Review

2 IPSA section 77{4}{(b) - Information relating to assessments of the probability of uncertain
future events occurring and the financial implications of the insurer if these uncertain
events do occur.

Such assessments were used in the preparation of the financial statements. In my calculation of the
Insurance Liabilities, a risk margin has been included which makes implicit allowance for these uncertain
events,

In my view, the assumptions have been appropriately included in the financial statements and used
appropriately therein,

3 IPSA section 77(4)(c} and Solvency Standard

3.1 Insurance Liabilities

The insurance liabilities (premium liabilities and outstanding claims liabilities) used in the accounts were
provided by MJW as part of the insurance Hability valuation report.

In my view, the insurance liabilities have been used appropriately in the financial statementis.

3.2 Reinsurance recoveries

There are no reinsurance or other recoveries for CISL.

3.3 Liability Adequacy Test

The Liahility Adequacy Test is described in Note 16 of the Accounts.

In my view, the Liability Adequacy Test has been carried out correctly in the financial statements.
Unearned Premium Reserve

We consider that the UPR and DAC have been determined appropriately

3.4 Other items

In my view, all other items included in the financial statements are considered non-actuarial.

Page 3 of 3






