Independent Auditor’s Report
To the shareholder of Co-operative Life Limited
Report on the audit of the financial statements

Opinion
In our opinion, the accompanying financial
statements of Co-operative Life Limited
(the ’company’) on pages 1 to 22:

We have audited the accompanying financial
statements which comprise:

i. present fairly in all material respects the
company’s balance sheet as at 31 March 2020
and its financial performance and cash flows for
the year ended on that date; and
ii. comply with New Zealand Equivalents to
International Financial Reporting Standards and
International Financial Reporting Standards.

—
—

the balance sheet as at 31 March 2020;

—

notes, including a summary of significant
accounting policies and other explanatory
information.

the income statement, statements of
comprehensive income, changes in equity and
cash flows for the year then ended; and

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (New Zealand) (‘ISAs (NZ)’). 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 company in accordance with Professional and Ethical Standard 1 (Revised) Code of
Ethics for Assurance Practitioners 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 and the
IESBA Code.
Our responsibilities under ISAs (NZ) are further described in the auditor’s responsibilities for the audit of the
financial statements section of our report.
Other than in our capacity as auditor we have no relationship with, or interests in, the company.

Key audit matters
Key audit matters are those matters that, in our professional judgement, were of most significance in our audit
of the financial statements in the current period. We summarise below those matters and our key audit
procedures to address those matters in order that the shareholder as a body may better understand the process
by which we arrived at our audit opinion. Our procedures were undertaken in the context of and solely for the
purpose of our statutory audit opinion on the financial statements as a whole and we do not express discrete
opinions on separate elements of the financial statements.
The key audit matter

How the matter was addressed in our audit

Valuation of Life insurance net policy liabilities (31 March 2020: $2,415,000)
Refer to Note 13 to the Financial Statements.

Our audit procedures included:
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The key audit matter

How the matter was addressed in our audit

Valuation of Life insurance net policy liabilities
is a key audit matter due to the judgement
required in projecting the net future cash
flows plus a profit margin.

—

Assessing the effectiveness of controls around the
authorisation and set up of new policies and authorisation
of claim payments.

—

Checking the completeness and accuracy of the data used
in the valuation process.

—

Checking that information in the actuarial valuation report
is consistent with the information disclosed in the financial
statements.

—

Evaluating the work of the Company’s independent
Appointed Actuary as well as his competence and
objectivity.

—

Using our actuarial specialist to assess the
appropriateness of any valuation model changes and the
change control processes surrounding any changes.

—

Using our actuarial specialist to challenge the actuarial
methods and key assumptions used in the valuation by
comparing key assumptions and expected experience to:

Policy liabilities arising from insurance
contracts are calculated using actuarial
methodologies whereby planned profit
margins and an estimate of future liabilities
are calculated separately for each product
using best estimate assumptions at each
reporting date, which require a high level of
judgement.
Specific audit and actuarial expertise is
required to evaluate complex actuarial
methodologies and assumptions.
The company engages an independent
Appointed Actuary to determine the
assumptions used in the actuarial models.
The key assumptions involved in the valuation
of the policy liabilities include:
-

discount, inflation and tax rates.

-

mortality and morbidity experience
on the life insurance products.

-

cancellation rates experience of
recent and expected future
cancellations for the Life Plus and
Loan Instalment Care products.

-

surrender volume and values
experience of recent and expected
future volume for the Loan Plus
product.

-

administration costs being the cost
of providing benefits and
administering the insurance
contracts.

—

actual historical experience;

—

observable market data, including industry average
and experience for certain classes of business and
assumptions; and

—

actuarial and accounting standard requirements.

—

Using our actuarial specialist to assess the historical
accuracy of the estimate by testing the “analysis of
profit”, which compares the Company’s expected profit to
actual profit. This included challenging the “analysis of
profit” compared with our understanding of the business
and emerging claims and lapse experience.

—

Using our actuarial specialist to assess the company’s
documentation of any COVID-19 adjustments applied to
the assumptions, consideration of the appropriateness of
any adjustments and assess the impact of any assumption
changes.

Other matter
Our audit report in respect of the year ended 31 March 2019 was not in compliance with the Key Audit Matter
requirement in ISA (NZ) 701 Communicating Key Audit Matters in the Independent Auditor’s Report. The
correct audit opinion for the year ended 31 March 2019 would have disclosed the same key audit matter as
disclosed above.

Use of this independent auditor’s report
This independent auditor’s report is made solely to the shareholder as a body. Our audit work has been
undertaken so that we might state to the shareholder those matters we are required to state to them in the
independent 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 shareholder as a body for our audit work, this independent
auditor’s report, or any of the opinions we have formed.
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Responsibilities of the Directors for the financial statements
The Directors, on behalf of the company, are responsible for:

—

the preparation and fair presentation of the financial statements in accordance with generally accepted
accounting practice in New Zealand (being New Zealand Equivalents to International Financial Reporting
Standards) and International Financial Reporting Standards;

—

implementing necessary internal control to enable the preparation of a set of financial statements that is
fairly presented and free from material misstatement, whether due to fraud or error; and

—

assessing the ability to continue as a going concern. This includes disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless they either intend to liquidate or to
cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements
Our objective is:

—

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 independent 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 will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error. They 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 these financial statements is located at the External
Reporting Board (XRB) website at:
http://www.xrb.govt.nz/standards-for-assurance-practitioners/auditors-responsibilities/audit-report-2/
This description forms part of our independent auditor’s report.
The engagement partner on the audit resulting in this independent auditor's report is Sonia Isaac.
For and on behalf of

KPMG
Wellington
5 June 2020
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14th May 2020

To:

The Directors
Co-operative Life Limited

From:

Peter Davies
Appointed Actuary

Re:

Co-operative Life Limited: Report as at 31st March 2020
under Sections 77 and 78 of the Insurance (Prudential
Supervision) Act 2010

You have asked me to prepare this report in terms of the above sections of the Act,
and I would like to comment further as follows:

1.

I have reviewed the actuarial information included in the audited accounts for
Co-operative Life Limited as at 31st March 2020. “Actuarial information”
includes the following:
-

2.

policy liabilities;
solvency calculations in terms of the RBNZ Solvency Standard;
balance sheet and other information allowed for in the calculation of
the company’s solvency position; and
disclosures regarding the methodology and assumptions used for
calculating policy liabilities, and other disclosures.

No limitations have been placed on my work.
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3.

I am independent with respect to Co-operative Life Limited as defined under
professional standard ISA (NZ) 620 of the External Reporting Board.

4.

I have been provided with all information that I have requested in order to
carry out this review.

5.

In my view the actuarial information contained in the financial statements has
been appropriately included, and the actuarial information used in the
preparation of the financial statements has been appropriately used.

6.

Co-operative Life Limited’s solvency margin as at 31st March 2020 exceeded
the minimum requirement of the RBNZ Solvency Standard for Life Insurance
Business 2014, issued in terms of the Insurance (Prudential Supervision) Act.
The Company’s Statutory Fund, and its Shareholder fund, were each
independently solvent at that date.
I have carried out a 4-year projection of the Company’s solvency position,
which includes the payment of regular dividends out of future profits. The
Company is projected to exceed the minimum RBNZ solvency requirements at
all times over this period. While the legislation prescribes a 3-year projection
period, the nature of the representations made to the RBNZ effectively require
a 4-year forecast.

I would be very happy to answer any queries concerning this report.

Yours sincerely

Peter Davies B.Bus.Sc., FIA, FNZSA
Appointed Actuary
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