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17 October 2019 
 
Ms S Nakanishi 
Head of Financial Control 
FlexiGroup (New Zealand) Limited 
111 Carlton Gore Road 
NEWMARKET 1023 
 
 
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 2019. 

I note that I produced the Insurance Liability Valuation Report (ILVR) for Consumer Insurance Services Ltd 

(“CISL”) as at 30 June 2019 (dated 12 September 2019) and the Financial Condition Report as at 30 June 

2019 (dated 17 October 2019). 

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 

I have reviewed all actuarial information contained in or used to prepare the financial statements of CISL as 

at 30 June 2019. 

In my opinion, all actuarial information has been materially included and used appropriately in the financial 

statements of CISL as at 30 June 2019. 

Declaratory statements 

I confirm that I have no relationship with, or interests in CISL, other than as Appointed Actuary. 

I have obtained all information and explanations that have been required to carry out this review. 

Yours sincerely 

 

 

Craig Lough FNZSA  

Appointed Actuary  
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Scope and review of actuarial information Appendix 

Under section 77 of the IPSA, a licensed insurer is required to ensure that actuarial information contained in, 

or used in the preparation of, the insurer’s financial statements and any group financial statements is 

reviewed by the appointed actuary.    

Actuarial information is stated in section 77(4) to mean: 

a) Information relating to an insurer’s calculation of premiums, claims, reserves, dividends, insurance and 

annuity rates and technical provisions; and    

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; and  

c) Information specified in the applicable solvency standards as being actuarial information for the 

purposes of this section.   

In relation to c) above, section 130 of the Solvency Standard for Non-Life Insurance Business adds the 

following to the IPSA specifics of actuarial information: 

a) The Premium Liabilities as defined in the Solvency Standard; 

b) The Net Outstanding Claims Liability as defined in the 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 for the purpose of 

profit or solvency reporting.    

In respect of (e), the only additional piece of information that I considered appropriate to warrant actuarial 

review was the Liability Adequacy test and in particular the Unearned Premium Reserve. 

In respect of the financial accounts, it is recognised that these have been subject to an independent audit.  

The scope and review of the actuarial information is detailed below. 

1 IPSA section 77(4)(a) - Information relating to an insurer’s calculation of premiums, claims, 
reserves, dividends, insurance and annuity rates and technical provisions.    

1.1 Premiums and Claims 

In respect of premium and claim information, as part of the ILVR, I have carried out reconciliations between 

the valuation data (premiums and claims) and the financial information.   These reconciliations showed that 

the premium and claim information was consistent. 

1.2 Dividends 

In respect of dividends, I note that CISL’s capital policy requires that the RBNZ solvency margin must be at 

least 110%.   The total dividends that were paid relating to the period ending 30 June 2019 satisfy these 

criteria. 

1.3 Reserves and technical provisions  

I have covered the references to reserves and technical provisions under Insurance Liabilities below.   

References to annuity rates are not applicable to CISL.    
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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 liability valuation report. 

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

3.2 Reinsurance recoveries 

There are no reinsurance or other recoveries for CISL. 

3.3 Liability Adequacy Test 

The Liability Adequacy Test is described in Note 11 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. 
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