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Co-op Insurance NZ
Financial Stalemenis 30 June 20146

Independent Auditors’ Report
to the shareholder of Credit Union Insurance Limited

Report on the Financial Statements

We have audited the financial statements of Credit Union Insurance Limited trading as Co-op
Insurance NZ ("the Company”) on pages 6 to 27, which comprise the statement of financial position
as at 30 June 2016, the underwriting income statement, the underwriting and statement of
comprehensive income, the statement of changes in equity and the statement of cash flows for the
year 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 frand or error.

Auditors’ Responsibility

Our 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
migstatement.

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 assezsment of the risks of material misstatement of the financial
statements, whether due to fraud 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 audit 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 estimates, 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. Our firm carries out other services for the Company in the
areas of tax compliance and related assurance services. The provision of these other services has
not impaired our independence.

PricewaterhouseCoopers, 188 Quay Street, Private Bag 92162, Auckland 1142, New Zealand
T: +64 (9) 355 8000, F: +64 (9) 855 8001, www.pwe.com/nz
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Co-op Insurance NI
Financlal Stalements 30 June 2014

Independent Auditors’ Report
Credit Union Insurance Limited

Opinion

In our opinion, the financial statements on pages 6 to 27 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 year 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. Our audit work has been undertaken so
that we might state those matters which we are required to state to them in an auditors’ 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.

Moo

Chartered Accountants
31 August 2016

Auckland
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Co-op Insurance NZ

Financial Statements 30 June 2016

Premlum Income
Gross Written Premium
Unearned Premium Movement
Gross Earned Premium
Reinsurance Premium Ceded
Net Earned Premium

Cialms Expenses

Claims

Movement in Qutstanding Claims

Recoveries Received

Movement in Expected Third Party Recoveries
Total Clalms Expenses

Other Expenses

Acquisition Costs
Total Other Expenses
Total Expenses

Net Underwriting Income Profit

UNDERWRITING INCOME STATEMENT
FOR THE YEAR ENDED 30 JUNE 2016

This statement should be read in conjunction with the accompanying notes.

Page &

Note

2016 2015
$ $

13,034,955 9,531,405
{2.418.847) (195,578)
10,614,108 9.335,827
{228,218) {198.347)
10,387,890 9.137.480
5,900,695 5,245,890
517.422 273,750
{160,565) (253,765)
27,301 25,641
6,284,853 5,291,516
1,911,595 1,663,801
1,911,595 1,663,801
8,196,448 6,955,317
2,191,442 2,182,163
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Co-op Insurance NZ
Financial Statements 30 June 2014

UNDERWRITING AND STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2016

2016 2015
$ $

Income Note

Other Income 8 879,321 323,428

Interest Income 9 247,032 338,635
Total Income 1,126,353 662,063
Expenses

Depreciafion 19 3,326 5119

Amortisation 20 183,217 132,500

Employee Costs 10 476,486 461,609

Director Fees & Expenses 11,146 -

Administration and Operating Costs 2,169,865 1,942,367

Auditor Remuneration 12 57.150 53,800

Legal Fees 43,227 55,056

{Gain)/Loss on Sale of Assets {6,973) 142
Tolal Expenses 2,937,444 2,650,593
Underwrlting Income

Life 3 522,532 367,669

Other Non-life 3 857,948 645,097

Motor Vehicle 3 810,962 1,169,397
Tolal Underwriting Surplus 2,191,442 2,182,163

Net Operating Profit before Taxation 380,351 193,633

Income Tax Expense 13 - -
Total Comprehenslive Income for the Year 380,351 193,432

This stafement should be read In conjunction with the accompanying noftes.
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Co-op Insurance NZ
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STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE 2016

Opening Balance - 1 July 2014

Dividends Paid on Perpetual Preference Shares
Total Comprehensive Income after Tax
Closing Balance - 30 JUNE 2015

Dividends Paid on Ordinary Shares

Dividends Pald on Perpetual Preference Shares
Total Comprehensive Income after Tax
Closing Balance - 30 JUNE 2014

Perpetual
Preference Accumulated
Share Capltal Shares Deficit Total
$ $ $ $

17.250,000 1.250,000 { 12,651,653} 5,848,347
- { 125,000} { 125.000)

- - 193,633 193,633
17,250,000 1,250,000 ( 12,583,020) 5,914,980
- - (124,998) (124,998)

- - 380,351 380,351
17,250,000 1,250,000 { 12,327,667) 6,172,333

This statement should be read in conjunction with the accompanying notes.

Page 8
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Financial Statements 30 June 2014

Co-op Insurance NZ

STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2016

Total Equity

Assets
Cash and Cash Equivalents
Investments
Accounts Receivable
Expected Recoveries
Future Funded Premiums
Defemred Acquisition Costs
Prepaid Expenses
Tax Refund Receivable
Intangible Assets
Property, Plant and Equipment
Total Asseis

Liabliities
GST Payable
Accounts Payable
Reinsurance Payable
Quistanding Claims Liability
Uneamed Premium Liability
Tofal Liablilties

Net Assels

This statement should be read in conjunction with the accompanying noftes.

"

These Financial Stal

signed for on ifs behalf.
M 2=
Director Direc

Page ¢

Note

14

16
17
3,18

21

were avthorised for Issue by the Board of Directors on 25 August 2016 and were

2016
S

6,172,333

2,125,984
5,372,012
627,349
92,403
5,661,573
958,445
10,090

410,634
10,298
15,248,788

13,188
1,492,087
60,976
2,958,969
4,571,235
9,096,455

6,172,333

2015
$

5,916,980

2,672,430
5,986,478
559.314
119,704
2,092,859
283,762
9,690

62
419,002
9.773
12,153,074

21,946
1,601,043
19170
2,441,547
2,152,388
6,236,094

5,916,980

_El
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Co-op Insurance NZ
Financial Statements 30 June 2016

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2014

Cash Flows from Operaling Activities
Cash was received from:

Premiums Received

interest Recelved

Claims Recoveries

Other Income

Cash was applied to:
Claims and Rebates Paid
Reinsurance Paid
Employee Costs
Directors’ Fees & Expenses
Acquisition Costs
Administration and Operating Costs

Net Cash Flow from Operating Activitles

Cash Flows from Investing Acfivities

Cash was received from:
Proceeds from Sale of Intangible Assets and Property, Plant and Equipment
Proceeds from Investments

Cash was applied fo:
Purchase of Intangible Assets and Property, Plant and Equipment
Purchase of Investments

Net Cash Flows to Investing Activities

Cash Flows from Financing Activities
Cash was applied to:

Dividend on Ordinary Shares

Dividend on Perpetual Preference Shares
Net Cash Flow from Financing Activities

Net {Decrease)/Increase In Cash
Cash at the beginning of the year
Cash at the end of the year

This statement should be read in conjunction with the accompanying notes.

Page 10

Note

26

2016 2015
$ $
10,281,647 10,362,893
247,032 338,635
160,565 253,765
879,321 323,428
11,568,565 11,278,721
7,124,380 6,492,827
229,908 225877
462,971 479.991
11,146 -
2,443,024 1,691,659
2,161,323 2,041,465
12,432,752 10,931,819
( 864,187) 344,902
6974 -
614,486 370,079
621,440 370,079
178,701 367,243
178,701 367.243
442,739 2,836
(124,998) (125,000}
(124,998) ( 125,000)
( 546,444) 224,738
2,672,430 2,447,892
2,125,984 2,672,430
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Co-op Insurance NZ
Financial Statements 30 June 2014

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2014

GENERAL INFORMATION

Co-op Insurance NZ, the trading name of Credit Union Insurance Limited, {the "Company”) provides insurance in New Zealand and is an issuer in
terms of the Financial Reporting Act 2013 by the terms of the licence issued on 1 April 2013 by the Reserve Bank of New Zealand under the
Insurance (Prudential Supervision) Act 2010. The Company is registered under the Companies Act 1993 and is an FMC reporting enfity under Part
7 of the Financial Markets Conduct Act 2013. The financial statements of the Company have been prepared in accordance with the
requirements of Part 7 of the Financial Markets Conduct Act 2013. It is a Company Incorporated and domiciled in New Zealand. Its registered
office is included within the Directory on page 3 of these financial statements.

Basis of Preparation

The financial statements of Co-op Insurance NI have been prepared and are presented in accordance with the Financial Reporting Act 2013.
These financial statements have been prepared in accordance with Generally Accepted Accounting Practice (NZ GAAP). They comply with
New Zealand equivalents fo International Financial Reporting Standards {'NZ IFRS') and other applicable Financial Reporting Standards. These
financlal statements also comply with International Financial Reporiing Standards.

Presentation of the statement of financlal position

The Company’s insurance and related assets are realised and settled over periods of several years, reflecting the long-term nature of the
Company's products. Accordingly, the Company presents the assets and liabilities in its statement of financial position in approximate order of
liquidity, rather than distinguishing current and non-current assets and liabilities. The Company regards its intangible assets, and plant and
equipment as non-cument assets as these are held for the longer-term use of the Company.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General Accouniing Policles

The financial statements are based on the general principles of historical cost accounting. The going concem concept and the accruals basis
of accounting have been adopted. The accounting policies have been consistently applied by the Company for all the financlal periods
presented in these financial statements, except as amended for the changes required due to the adoption of the new and revised accounting
standards as explained in Note 2 Accounting standards adopted during the year.

The Company has adopted External Reporting Board Standard A1 Accounting Standards Framework (For-profit Entities Update) (XRB A1). XRB A1l
establishes a for-profit fier structure and outlines which suite of accounting standards entities in different tiers must follow. The Company is a Tier

1 entity.

Forelgn Currency Translation

Items included in the financial statements are measured using the curency of the primary economic environment in which the entity operates
{the functional curency). The financial statements are presented in New Zealand Dollars, which is the Company’s functional and presentation
currency. All values have been rounded to the nearest dollar ($) unless otherwise stated.

Foreign currency monetary assets and liabilities have been translated into the functional currency at the rate of foreign exchange rling as at
balance sheet date. Transactions denominated in a foreign currency are converted to New Zealand dollars at the exchange rates In effect at
the date of the transaction. Foreign exchange differences relating to monetary items and gains and losses arising from foreign exchange
dealings by the Company are recognised in the Underwriting and Statement of Comprehensive Income.

Crifical judgements and Estimates In Applying the Accounting Policies

In the application of NZ IFRS the Directors are required fo make judgements, esfimates and assumptions about the canying value of assets and
liabilities that are not readily apparent from other sources. These are based on historical experience and other various factors and are reviewed
on an ongoing basis.

The Directors believe that, as at the date of these Financial Statements, there are no significant sources of estimation uncertainty that have not

been disclosed in these notes. However, the Company does make estimates and assumpftions concermning the future. The resulting accounting
estimates may not equal the related actual results.

Particular Accounting Policies
The following particular accounting pollcies which materially affect the measurement of profit and financial position have been applied.

(a) Significant Accounting Policles Related fo Insurance Contracts

The insurance products meet the definition of an insurance contract {a contract under which one parly, the insurer, accepts significant risk from
another parly, the policyholder, by agreeing to compensate the policyholder if a specified uncertain future event (the Insured event) adversely
affects the policyholder) and none of the contracts contain embedded derivatives or are required to be unbundied.

{b) Income Afiributable to Insurance Business

Premium revenue comprises amounts charged to policyholders and excludes fire service and earthquake levies collected on behalf of statutory
bodies. The eamed portion of premium received and receivable is recognised as revenue. Premium and commission revenue is recognised as
eamed from the date of attachment of risk (generally the date a contact is agreed to) over the period of the related insurance contract in
accordance with the pattem of the risk expected under the contract. The uneamned portion of premium is recognised as an uneamed premium
liability on the Statement of Financial Position.

(<) Reinsurance Expense
Premium ceded fo reinsurers is recognised as an expense that is evenly spread from the date of attachment of risk to the end of the period of
the reinsurance contract over the period of indemnity of the reinsurance contract.

(d) Claims
Claims for Life, Funeral Plan and Non-Life insurances are valued at the insured value.

For Motor Vehicle insurance, the estimation for outstanding claims liability is based on actual advised cest or, where final cost Is uncertain,
advice from independent professional assessors. These may be supplemented over the life of the claim by revisions, made by experienced
claims staff as the claim develops. The estimates are reduced by actual claims payments made. A percentage factor is added to allow for
claims that are closed at balance date but will be reopened. This is calculated by analysing past claims to determine the historical incidence of
claims being reopened. An overhead and risk margin is added fo arrive at the final liability estimate.

Claims expense represents claim payments adjusted for movement in the outstanding claims liability.

Page 11
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Co-op Insurance NZ
Financial Statements 30 June 2014

The estimation of the ouistanding claims liability involves a number of key assumptions and is the most crifical accounting estimate. The
Company takes all reasonable steps to ensure that it has appropriate information regarding its claims exposures and employs extemnal actuarial
advice. However, given the uncertainty in establishing the liability, it is likely that the final outcome will be different from the original llability
established. Changes in claims esfimates impact profit or loss in the year in which the estimates are changed.

(e) Reinsurance and Other Recoverles
Reinsurance and other recoveries received or receivable on paid claims and on outstanding claims liabilities {nofified and not yet notified) are
recognised as Income. Reinsurance does not relieve the originating insurer of its liabilities to policyholders.

(f) Liability Adequacy Test

The liability adequacy test is an assessment of whether the carying amount of the uneamed premium liability is adequate and is conducted at
the reporting date. If current estimates of the expected future cash flows relating to future claims arising from the rights and obligations under
the cument insurance contracts, plus an additional risk margin to reflect the inherent uncertainty in the central estimate, exceed the uneamed
premium liability then the uneamed premium liability is deemed to be deficient. Any deficiency arising from the test is recognised in the
Underwtiting and Statement of Comprehensive income, with the comesponding impact on the Statement of Financial Position.

(@) Assels which back Insurance Liabiltties
Ultimately all assets of the Company are available to back insurance liabilities.

(h) Property, Plant and Equipment

Assets are depreciated on a siraight line basis at rates calculated to allocate the asset's cost, in equal instalments over their estimated useful
lives which are assessed and regularly reviewed.

Assets are camied at historic cost value less accumulated depreciation. The useful lives attributed to various assets are:

- Furniture, Fitlings and Office Equipment up to 10 years

- Computer Equipment 3 years

- Motor Vehicles 4 years.

(i) Intangibles
Intangible assets represent software that is initially measured at cost. Following initial recognition intangible assets are cared at cost less
accumulated amortisation and any impairment losses.

Intangibles are amortised over their useful economic life as follows:
- Software up to 5 years

() Impairment of Tanglble and Intanglble Assets

At each balance sheet date, the Company reviews the camying amounts of its tangible and intangible assets to determine whether there is any
indication that those assets have suffered an impairment loss. If any such indication exists the recoverable amount of the asset is estimated in
order to determine the extent of the impaiment loss (If any). Where it is not possible to estimate the recoverable amount of the individual asset,
the Company estimates the recoverable amount of the cash generating unit to which the asset belongs.

The recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated future cash flows are
discounted 1o their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risk
specific to the asset for which the estimates of future cash flows have not been adjusted.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash generating unit) is increased to the revised estimate
of its recoverable amount, but so that the increased camying amount does not exceed the camying amount that would have been determined
had no impairment loss been recognised for the asset {or cash generating unit) in prior years. A reversal of an impairment loss is recognised
immediately In the Underwriting and Statement of Comprehensive Income.

(k) Financlal Instruments
(1) Financial Assets
Financial assets are classified into the following specified categories: financial assets ‘at fair value through profit or loss', 'held-to-maturity’
investments, ‘available-for-sale’ financial assets and loans and recelvables'’. The classification depends on the nature and purpose of the
financial assets and is determined at the time of initial recognition. The financial assets held by the Company at year end are classed as loans
and receivables and financial assets at fair vaiue through profit or loss (FVTPL).

(i) Trade receivables, loans and other receivables that have fixed or determinable payments that are not quoted in an active market are
classified as loans and receivables. Loans and receivables are measured at amortised cost using the effective interest method less any
impairment.

{il) Financial assets at FVTPL are stated at fair value, with any recognised gain or loss recognised in profit or ioss. The net gain or loss
recognised in profit or loss incorporates any dividend or interest earned on the financial asset.

{iii} Financial assets measured at amortised cost are reviewed at each balance date to determine whether there is any objective evidence of
impairment. If any such condition exists, the asset's recoverable amount is estimated and provision is made for the difference between the
canrying amount and the recoverable amount. As at the date of these Financial Statements, no such evidence of impairment exists.

(2) Financlal Liabliitles

Financial liabilities are recorded initially at fair value, net of transaction costs. Subsequent to initial recognition, liabilities are measured at
amortised cost. Any discount or premium arising on settlement, including the direct fees incured on set up, are amorfised through the
Underwriting and Statement of Comprehensive Income over the life of the contract using the effective interest rate.

(3) Oftsetling Financial Instruments
A financial asset and a financial fiability shall be offset and the net amount reported when, and only when, an entity has a legally enforceable

right to set off the amounts; and intends elther to settle on a net basis, or to realise the asset and settle the iiability simultaneously.
No financial assets and liabilities are offset as there is no legally enforceable right to offset {2015 $Nil).

Page 12 pwc
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(1) Taxation
Cumrent Tax

The income tax expense charged against the profit for the year is the estimated liability in respect of that profit. It is calculated using tax rates
and tox laws that have been enacted or substantively snacted by the reporting date. Current tax for the cument and prior periods is
recognised as a liability {or asset) to the extent that it is unpaid [or refundable). Tax assets are offset only when there is a legally enforceable
right o set off the recognised amounts, and an intention to settle on a net basis.

Deferred Tax

The liability method of accounting for deferred taxation is applied on a comprehensive balance sheet basis in respect of temporary
differences between the canying amounts of assets and liabilities in the financial statements and the corresponding tax base of those items.
Deferred tax liabilities are recognised for all temporary differences. Deferred tax assets are reviewed at each balance date and reduced to
the extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.
Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is setiled or the asset Is realised. Deferred
tax is charged or credited in the Underwriting and Statement of Comprehensive Income.

{m) Goods and Services Tax (GST)

Revenue, expenses and assets are recognised net of the amount of GST except when the GST Incurred on a purchase of goods and services is
not recoverable from Inland Revenue in which case the GST is recognised as part of the cost of the acquisition of the assets or as part of the
expense item as applicable.

Receivables and payables, are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the Inland Revenue is included as part of receivables or payables in the Statement of
Financial Position.

(n) Statement of Cash Flows

The Statement of Cash Flows is prepared exclusive of GST, which Is consistent with the method used in the Underwiiting and Statement of
Comprehensive Income. The GST component of cash flows arising from investing and financing activities, which is recoverable from, or payable
to, the Inland Revenue is classified as operating cash flow. The following are definitions of the terms used in the Statement of Cash Flows:

- Cash equivalenis are short term, highly liquid investments that are readily convertible to known amounts of Cash and which are subject to
insignificant risk of changes in value.

- Cash flows are inflows and outflows of cash and cash equivalents.

- Cperating activities are the principal revenue producing activities of the enfity and other activities that are not investing or financing activities.
- Investing activities are the acquisition and disposal of long-term assets.

- Financing activities are activities that result in changes in the size and composition of the contributed equity and borrowings.

(o) Employee Benefits

Provision is made for benefits accruing to employees in respect of salaries, annual leave and sick leave when it is probable that settlement will
be required and they are capable of being measured reliably.

Provisions made in respect of employee benefiis are measured at their nominal values using the remuneration rate expected to apply at the
time of settlement.

(p) Basis of Measuring Income and Expenses
Inceme and expenses are accounted for on an accrual basis.

(a) Comparative Financlal Statements
All eccounting policies, except for those affected by the adoption of new standards, have been applied on bases consistent with prior years.

{r) Leases
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of ownership to the lessee.
All other leases are classified as operating leases.

Operating lease rentals/expenses are recognised as an expense on a siraight line basis over the lease term, except where another systematic
basis is more representative of the fime pattermn in which economic benefits from the leased assets are derived.

Asseis held under finance leases are initially recognised as assetfs of the Company at their fair value at the inception of the lease or, if lower, at
the present value of the minimum lease payments. The comesponding liability to the lessor is included in the Statement of Financlal Position as a
finance lease obligation.

Lease payments are apportioned between finance charges and the reduction of the lease obligation so as to achieve a constant rate of
interest on the remaining llability. Finance charges are charged directly against income. Finance lease assets are amortised on a straight line
basis over the estimated useful life of the asset or the lease term whichever is shorter.

Present obligations arising under onerous leases are recognised and measured as provisions. An onerous lease is considered to exist where the
Company has a confract under which the unavoidable costs of meeting the obligations under the contract exceed the economic benefits
expected to be received under it.

Pwe
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(s) Accounting standards adopted during the year

There were no accounting standards adopted during the year.

(t) New accounting standards and interpretations 1 d not yet effective and have not been early adopted by the Company

The following standards and amendmenis to existing standards have been published and are mandatory for Company's accounting periods
beginning on or after 1 July 2016 or later periods, but the Company has not early adopted them.

NZ IFRS ? (Financlal Instruments) (effective for annual reporting periods beginning on or after 1 January 2018)

NZ IFRS 9, Financial Instruments’ addresses the classification, measurement and recognition of financlal assets and financial liablilities. The
complete version of NZ IFRS 9 was issued in September 2015. 1t replaces the guidance of NZ IAS 39 that relates to the classification and
measurement of financial instruments. NZ IFRS 9 retains but simplifies the mixed measurement model and establishes three primary measurement
categories for financlal assets: amortised cost, fair value through comprehensive income and fair value through profit and loss. The basis of
classification depends on the entity’s business model and the coniractual cash flow characteristics of the financial asset. Investments in equity
instruments are required to be measured af fair value through profit or loss with the imrevocable opfion at inception to present changes in fair
value in other comprehensive income not recycling. There is now a new expected credit losses model that replaces the incurred loss
impairment model used in NZIAS 39. For financial liabiliies there were no changes fo classification and measurement except for the recognition
of changes in own crediit risk in other comprehensive income for liabilities designated at fair value through profit or loss. NZ IFRS 9 relaxes the
requirements for hedge effectiveness by replacing the bright line hedge effectiveness tests. It requires an economic relationship between the
hedged item and hedging instrument and the 'hedged ratio’ to be the same as the one management actually use for risk management
purposes. Contemporaneous documentation is sfill required but Is different to that currently prepared under NZ 1AS 39. The standard is effective
for accounting periods beginning on or after 1 January 2018. Early adoption is permitted. The company intends to adopt NZ IFRS 9 on its
effective date and has yet to assess its full impact.

NZ IFRS 15 'Revenue from contracts with Customers' {Effective for annual periods beginning on or after 1 January 2018)

NZ IFRS 15, "Revenue from contracts with customers" deals with revenue recognition and establishes principles for reporting useful information to
users of financial statements about the nature, amount, timing and uncertainty of revenue and cash flows arising from an entity's contracts with
customers. Revenue is recognised when a customer obtains control of a good or service and thus has the ability to direct the use and obtaln
the benefits from the good or service. The standard replaces NZ IAS 18 'Revenue' and NZ IAS 11 'Construction contracts' and related
interpretations. The standard is effective for annual periods beginning on or after 1 January 2018 and earlier application is permitted. The
company intends fo adopt NZ IFRS 15 on its effective date and is cumrently assessing its full impact.

Page 14
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UNDERWRITING RESULTS
2016 2015
$ $

Life Insvrance
Gross Earned Premium 2,168,313 2,044,022
Reinsurance Premiums - -
Net Earned Premivm prior fo Rebates 2,168,313 2,044,022
Gross Claims 1,112,949 865,405
Reinsurance Received - -
Net Claims 1,112,949 865,405
Commission 268,554 252,904
Underwriting Result 786,810 325,713
Credit Union Rebates 264,278 558,044

522,532 387,669

Other non-Ilife Insurance

Gross Earned Premium 4,201,959 4,269,923
Reinsurance Premiums - -
Net Earned Premium prior to Rebates 4,201,959 4,289,923
Gross Claims 1972678 1.941,196
Reinsurance Received - -
Net Clalms 1,972,678 1,941,196
Commission 923,405 931,813
Underwriting Result 1,305,876 1,396,914
Credit Union Rebates 447,928 751,817
857,948 645,097
Motor Vehicle Insurance
Gross Earned Premium 5,096,742 4,282,950
Reinsurance Premiums {271,714) ( 235,729)
Net Earned Premium prior to Rebates 4,825,028 4,047,331
Gross Claims 3,199,226 2,484,915
Reinsurance Received - -
Net Clalms 3,199.226_ 2,484,915
Commission 719,636 479,084
Underwrliing Result 908,166 1,083,222
Credit Union Rebates 95,204 { 86,175)
810,962 1,169,397
Total Insurance
Net Earned Premium prior to Rebates 11,195,300 10,361,166
Net Claims 6,284,853 5,291,516
Commissions 1,911,595 1,663,801
Underwriting Result 2,998,852 3,405,849
Credit Unlon Rebates 807,410 1,223,686
Insurance Claims, Commission and Rebales 9,003,858 8,179,003
Total Underwriting Result after Commission and Rebates 2,191,442 2,182,163

Clalms Estimates and Risk Margin
The policy liabilities have been defermined by the Appointed Actuary, Peter Davies B.Bus Sc., FIA, FNZSA.

The actuary is satisfied as to the accuracy of the data from which the policy liabilities have been determined. The actuary's report is based on
data as at 31 May 2016. The Actuary's valuation was canied out in accordance with Professional Standards no. 20 and 30 of the New Zealand
Soclety of Actuaries report and had no quadlifications.

Life and Other Non-life

The Life and Other insurance contracts consist of group schemes providing death, disability, redundancy, frauma and bankruptcy benefits on a
unit rated basis, and a group scheme providing funeral benefits on the basis of individually rated premiums.

All covers are wiitten on a basis of monthly premiums received at the end of the month. The policy liabllities comprise the following:

- A provision for claims incurred but not reported {IBNR}, calculated separately for Life insurance and Other Non-life Insurance [disability,
redundancy, frauma and bankruptcy cover products) respectively.

- A provision for the remaining payments expected to be made on disability, redundancy, and bankruptcy claims that have been nofified and
remain open.

An additional risk margin is maintained in the claim provisions to ensure a greater than 50% likelihood of the suficiency of the provisions. The
actuary has recommended a risk margin of 10% (2015 : 10%), which provides a likelihood of sufficiency of 75% {2015 : 75%) with respect to the
Other Non-Life insurance Outstanding Claims Liability.

The IBNR provisions for death, disability, redundancy, frauma and bankruptey claims respectively have been calculated using a chain ladder
method applied to past claim reporting patterns, and the average size of claims incumed in the past.

The provision for open disability claims has been based on past claim termination patterns, applied to the insured benefit of notified claims.
Claims provisions have been discounted using an interest rate of 2.10% per annum (2015 : 3.04%).

All pending trauma and redundancy claims have been provided for at their face value.
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Motor Vehicle Insurance

The clalms estimation process commences with the projection of the future payments relating to claims incurred at the reporting date. The
expected future payments include those in relation o claims reported but not yet paid in full, claims incurred but not yet reported (IBNR} and
claims closed that may be reopened.

The estimation of the outstanding claims liability is based on advice from independent professional assessors. These may be supplemented over
the life of the claim by revisions, made by experienced claims staff as the claim develops. The estimates are reduced by actual claims
payments made. A percentage factor is added to allow for claims that are closed at balance date but will be reopened. This is calculated by
analysing past claims to determine the historical incidence of claims being reopened. An overhead and risk margin is added to anive at the
final liability estimate.

The IBNR provision is based on a conventional chain ladder method applied to the cost of claims reporied to date in respect of each month of
loss.

An additional risk margin is maintained in the claim provisions fo ensure a greater than 50% likelihood of the sufficlency of the provisions. The
actuary has recommended a risk margin of 8.5% (2015 : 15%), which provides a likelihood of sufficiency of 75% {2015 : 75%). The Board has
elected to use a risk margin of 8.5% (2015 : 15%) which gives a 75% (2015 : 75%) likelihood of sufficiency.

Insurance costs are subject to inflationary pressure over time. However the period between the valuation date and the settlement of most
claims is relatively short so any increase in costs as a result of inflation is limited. Also, due to the short settlement periods the effect of discounting
expected future payments is aiso limited and with these two elements being small and acting in opposite directions, both have been ignored.

Expected Recoveries Receivable is calculated by discounting the Recoveries ledger by a range of factors and then adding on an allowance to
recognise that a portion of the Outstanding Claims Liability will also be recovered. The allowance is based on historical monies recovered
against claims paid.

The Recoveries ledger is divided info three categories; debis where liability is acknowledged and covered by other insurance companies, debfs
where the debtor has acknowledged liability and entered info a payment arrangement, and remaining debts where the liability is either
disputed or no payment arangement is yet entered into. Recoveries Receivable from other insurers are not discounted. Receivables under
payment arangements are discounted by 20% and the balance of receivables are discounted by 50% to 100% depending on age.

2016 2015
$ $

Ovtstanding Claims Liability
Life Insurance

Opening Claims Liability 117,045 99,045

Claims Expense 1,112,949 865,405

Claims Paid { 1,112,994} { 847,405)

Closing Claims Liability 117,000 117,045
Other Non-life insurance

Opening Claims Liability 1.647.794 1,597,846

Claims Expense 1,972,678 1,941,196

Claims Paid { 1.810,207) (1,891,248)

Closing Clalms Liability 1,810,265 1,647,794
Motor Vehicle Insurance

Opening Claims Liability 676,708 470,906

Claims Expense 3,332,490 2,713,039

Claims Pald [ 2.977.,494) 2,507,237)

Closing Gross Clalms Liabllity 1,031,704 7
Total Gross Ovutstanding Clalms Liablitty 2,958,969 2,441,547
Motor Vehicle Expected Recoveries Receivable

Opening Expected Recoveries 119,704 145,345

Increase In Expected Recoveries 133.264 228,124

Actual Third Party Recoveries Received ( 160,565) { 253,765)

Closing Expected Recoverles 92,403 119,704
Motor Vehicle net Claims Uabliity 939,301 557,004
Total Net Outstanding Claims Liability T 7868588 2321843

Outstanding claims are reported in the Statement of Financial Position as Qutstanding
Claims Liability and Expected Recoveries
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2014 2015
$ $
Composition of Outstanding Claims Liabliity
Uife Insvrance
Qutstanding Claims - -
IBNR 117,000 117,045
Closing Claims Liabiity 117,000 117,045
Other Non-life Insurance
Quistanding Claims 1,376,770 1,240,641
Indirect Claims Management Allowance - 8.5% (2015 -8.5%) 128,925 117,354
Risk Margin - 10% (2015 - 10%} 164,570 149,799
IBNR 140,000 140,000
Closing Clalms Liabllity 1,810,265 1,647,794
Motor Vehicle Insurance
Ouvtstanding Claims 730,678 436,782
Risk Margin - 8.5% (2015 - 15%) 62,108 65,517
Indirect Claims Management Allowance - 15.0% (2015 - 17.8%) 118,918 89,409
IBNR 120,000 85,000
Closing Gross Claims Liability 1,031,704 676,708
Closing Expected Recoveries [ 92,403} { 119,704)
Closing Claims Liabllity 939,301 557,004
Total Net Outstanding Claims Liabiiity (current) 2,868,588 2,321,843

Insurance Contract Risk Management

A key risk from operating in the Insurance industry is exposure to insurance risk arising from underwrifing insurance contracts. The insurance
contracts transfer risk to the insurer by indemnifying the policyholders against adverse effects arising from the occurrence of specified uncertain
future events. The risk is that the actual claims to be paid in relation to contracts will be different to that estimated at the time a product was
designed and priced. The Company is exposed to this risk because the price for a contract must be set before the losses relating to the product
are known. Hence the insurance business involves inherent unceriainty. This risk is mitigated in the Other Non-life insurance products as all
policies are monthly renewable and there is no effective contractual price risk.

A fundamental part of the overall risk management sirategy is the effective govemnance and management of the risks that impact the amount,
timing and uncertainty of cash flows arising from insurance contracts.

Solvency Requirements
(a) Capital Management Policies and Objectives

From the issuance of the Insurance Lcence by the Reserve Bank of New Zealand {"RBNZ") on 1 April 2013, the Company is required to maintain a
Fixed Minimum Solvency Capital of $5,000,000 as determined under the Solvency Standards for Life and Non-Life Insurance Business {the solvency
standard) issued by the RBNZ. RBNZ defines Actual Solvency Capital as: Co-op Insurance NZ's Capital less Intangible Assets less dividends
payable on Ordinary and Perpetual Preference Shares in the period leading up to the filing of the RBNZ Solvency Retum.

The Company has defined in its Capital Risk Management Policy that it will maintain a Target Minimum Solvency Capital at the higher of:
- 105% of the Fixed Minimum Solvency Capital set by the RBNZ which is $5,250,000 (2015 : minimum Actual Capltal of $5.250,000);
- 125% of the Calculated Minimum Solvency Capital which at 30 June 2014 was $2,550,485 (2015 : $3,152,720).
The Directors believe that this standard has been achieved.
The Company has embedded in its capltal management framework the necessary tests to ensure continuous and full compliance with the
solvency standard.

{b) Capital Composition

The Company manages its capital by considering both regulatory and economic capital. The primary source of capital used by the Company is
total equity attributable to the owner. Total equity attributable fo the owner equates to "capital’ as defined in the solvency standard.

The Solvency Margin is calculated as actual solvency capital less minimum solvency capital and is as follows:

2016 2015
$
Actual Solvency Capital 5,761,699 5,497,978
Minimum Solvency Capital 5,000,000 5,000,000
Solvency Margin 781,699 497,578
Solvency Ratio 5.0% 1 IOI)?

Risk Management Objectives and Policles for Miflgaling Insurance Risk
Risk management activities can be broadly separated into underwriting, claims management, reserving and investment management.

The objective of these risk management functions is to enhance the longer term financial performance of the overall insurance operations.

The key policies in place to mitigate risks arising from underwriting insurance contracts include the following:
Acceptance of Risk - the Company restricts its lines of business primarily to Company unit rated consumer credit insurance (Life and Other Non-
Life), funeral plan and motor vehicle insurance. The consumer credit business is sold exclusively to the ulfimate holding entity's Member credit
unions. Records of results and trends achieved for each seller of insurance for all lines of business are analysed carefully and sellers whose
portfolios are returning unacceptable levels of risk either have their price adjusted accordingly or lose their right to sell policies for the
Company.
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Pricing - the primary lines of business are backed by historical underwriting results. This enables the Company's underwriters to calculate
acceptable pricing and terms of cover.

Relnsurance - the Company does not maintain reinsurance cover on its Life and Other Nondife risks as ifs historical underwriting surpluses are
such that in the Directors view there are sufficient underwriting surpluses being generated to be able to meet the obligations that would
otherwise have been met by a catastrophe reinsurer. The Company has a reinsurance programme on the Motor Vehicle risks structured to
adequately protect the Company's solvency and capital position. It covers third parly property damage and own damage catastrophe
single event protection. The Company's reinsurer up until 30 June 2016 was Munich Re which has a financial strength rating of "AA".

with effect from 1 July 2016, the Company's motor vehicle insurance provider has been changed to Swiss Reinsurance Company Limited for a
signed line of 75% and to Aspen Insurance UK Limited for a signed line of 25%. Swiss Reinsurance Company Limited and Aspen Insurance UK
Limited have financial strength rafings of "AA" and "A" respectively. The excess loss cover, under the new treaty arangements, has been set at
$50,000.

Clalms Management - claims are handled in-house by the Company's own claims department. Staff are allocated setfling limits and
authorities commensurate with their levels of experience. These authority limits are reviewed regularly. Overall authority and claims
management by experienced managers. Claims files are regularly audited on a random basis by independent staff.

Investment Management - all premium income is held in bank accounts and short term deposits with the registered banks or Co-op Money
NZ.

Geographical Spread - the Company regularly analyses and reviews its geographical spread of risk fo ensure its insurance operations are not
overexposed in any one region.

Terms and Conditions of Insurance Contracts - The insurance contracts wiitten are entered into on a standard form and on an instalment or
annual payment basis. There are no special terms and conditions in any non standard contracts that would have a material impact on the
financial report.

Credit Risk - Financial assets or liabilities arising from insurance contracts are presented on the Statement of Financial Position. These amounts
best represent the maximum credlt risk exposure at reporting date. The credit risk exposure on Life and Other insurance contracts relates
exclusively to the Co-op Money NZ's Member credit unions. The credit risk relating to the Company's motor vehicle insurance contracts relates
primarily to premium receivable which is due from intermediaries.

Interest Rate Risk - The underwriting of the disability component of the Other Non-life product creates an exposure to interest rate risk because
the termination dates of the outstanding claims liabiiity vary according to the term of the underlying loan or savings account. However this
exposure has historically been low as approximately 20% of claims ferminate within 12 months. The underwriting of life and motor vehicle
insurance coniracts creates no exposure to the risk that interest rate movements may impact the value of the outstanding claims liability. The
outstanding clalms liabllity is not discounted due to the very short term nature of the claims.

Operational Risk - Operational risk is the risk of financial loss {including lost opportunities) resulting from external events and/or Inadequate or
falled internal processes, people and systems. Operational risk is identified and assessed on an engoing basis and the capital management
sirategy includes consideration of operational risk. Management and staff are responsible for identifying, assessing and managing
operational risks in accordance with their roles and responsibilities.

Sensitivity Analysis
Sensitivity of risks relates primarily to the risk margin assessments which are sef out above. These are reviewed annually and change in
accordance with current best estimates using advice of the Appointed Actuary. The financial impact of these sensitivity changes are:

2016 2015
$ $ $ $
Sensitivity Calculations Balance Sensifivity Balance Sensitivity
Outstanding Claims 2,581,969 2,099,502
Reopening allowance 10% higher 3,000 3,000
Reopening allowance 10% lower { 3,000} { 3,000}
Claim estimates 10% higher 258,000 210,000
Claim estimates 10% lower { 258,000} { 210,000)
Administration costs 10% higher 20,000 20,000
Administration costs 10% lower { 20,000} [ 20,000}
IBNR 377,000 342,045
Claim reporting 10% longer 132,000 120,000
Ciaim reporting 10% quicker { 121,000) [ 109,000)
2,958,969 2,441,547

_Eh
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FUTURE FUNDED PREMIUMS

Future funded premiums Includes policies that provide cover for up to 3 years. 2016 2015
$ $
To be collected within 12 months 3,787,811 2,092,859
To be collected after 12 months 1,873,762 -
5,661,573 2,092,859

DEFERRED ACQUISITION COSTS

Reconclliation of Movements for the Financial Year

2016 2015

$ $
Opening Deferred Acquisition Costs 283,762 234,809
Acqulsition Costs Paid 2,443,024 1,691,659
Acaquisition Costs Released {1,768,341) { 1,642,706)
Closing Deferred Acquisition Costs 958,445 283,762
To be expensed within 12 months 571,081 283,762
To be expensed after 12 months 387,364 -

958,445 283,762

Acqulsition costs are commission costs and represent seller and agency commissions paid to third parties to acquire insurance policles.
Commissions are paid up front upon receipt of premium and expensed over the life of the policy.

UNEARNED PREMIUM LIABILITY

(a) Reconclllation of Movements for the Financlal Year

2014 2015
$ $

Opening Unearned Premium Lliability 2,152,388 1,956,810
Gross Written Premium for the Period Before Cancellations 14,399,397 10,195,682
Premiums Cancelled During the Year {1,364,442) { 664,277)
Premiums Recognised During the Year (10,616,108) { 9.335,827)
Closing Uneamed Premium Liability 4,571,235 2,152,388
To be earned within 12 months 3,058,333 2,152,388
To be earned after 12 months 1,512,902 -

4,571,235 2,152,388

(b) Liabllity Adequacy Test

The Appointed Actuary has assessed the unexpired risk reserve in respect of in-force policies, comprising the expected claim cost for the period
up to the next renewal date, and the cost of managing those claims and providing other administration services required to manage the
policies over that time. The actuary’s view is that the unexpired risk reserve in respect of in-force policies is approximately 2.0% (2015 : 7.0%) lower
than the unearned premium provision. The conduct of the liability adequacy test identified a surplus at the level of 75% likelihood of sufficiency
{2015:75%). Accordingly there is no need to recognise any deficiency in the uneamed premium provision.

INSURANCE PROVISIONS

The Company has a Financial Sirength rating of 'BBB-' issued by Fitch Ratings on 31 July 2015 and affirmed on 25 February 2016 {'BB+' issued on 17
December 2013, and affirmed on 30 May 2015). The Company's reinsurance programme is structured to adequately protect the Company's
solvency and capital position. 1t covers per risk and event losses in New Zealand on the Company's motor vehicle insurance book. The
Counterparty reinsurer for the period was Munich Re which has a financial strength rafing of "AA" (2015: "AA-") in the reinsurance catastrophe
programme.

OTHER INCOME 2014 2015
$ $
Insurance Management Fee - 960
Monthly Funding Income 366,457 312,394
Litigation settiement 500,000 -
Other Income 12,864 10,074
TOTAL OTHER INCOME 879.321 323,428

Other Income includes the recovery of $500,000 arising from settlement of a legal claim relating to funds that were misappropriated under a
previous owner and written off in 2007.

INTEREST INCOME 2016 2015
$ $
Co-op Money NZ Call Account 24,814 59,178
Interest on Deposits 222,218 279.457
TOTAL INTEREST INCOME 247,032 338,635
Page 19
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EMPLOYEE COSTS

Salaries
Other Staff Costs
TOTAL EMPLOYEE COSTS

DIRECTORS' FEES & EXPENSES

Directors' Fees
Directors' Expenses
TOTAL EMPLOYEE COSTS

AUDITOR REMUNERATION

Auditor's Remuneration
- Audit Fees paid to PricewaterhouseCoopers
- Other Fees paid to PricewaterhouseCoopers
Taxation
Other Statutory Returns
TOTAL AUDITORS REMUNERATION

TAXATION

Income Tax Recognised In Profit or Loss
Profit before Taxation

Income Tax at Current Rate of 28%
Exempt income

Interest on Capital Converfible Notes
Dividends on Perpetual Preference Shares

Creation of losses/{Utilisation of losses not previcusly recognised) as
deferred tax assets

TAXATION EXPENSE

Cumrent Tax Assets
Tax Refund Receivable

Exempt Income for taxation purposes is the recovery of $500,000 arising from settlement of a legal claim relating to funds that were

misappropriated under a previous owner and written off in 2007.

2016 2015
$ $
475,354 455216
1,132 6,393
476,486 461,609
2016 2015
$ $
9,582
1,564 )
11,146 B
2016 2015
$ $
43200 40,450
8,000 7.500
5,950 5,850
57,150 53,800
2016 2015
5 5
380,351 193,633
106,498 54217
{ 140,000) -
{ 35,000) ( 35,200
48,502 {19.217)

62

62

Taxation losses have been recognised to the extent of the deferred tax liabllity on temporary differences. The additional tax losses have not
been recognised because there is not sufficient probabllity of taxable profits in future years fo offset such losses. Tax losses are subject to
Inland Revenue assessment in the next tax return and shareholder continuity requirements. Tax losses not recognised are $2,637,120 ($738,394
at the tax rate of 28%) (2015 : $2,365,714 {$662,400 at the tax rate of 28%)).

Deferred tax assets/{liabilities recognised are comprised of:
Defemred Tax Balance

Deferred Tax Liabilities:

Property, Plant and Equipment

Intangibles

Deferred Acquisition Costs

Deferred Tax Assets:

Provision for Employee Entitlements
Other

Tax Losses Recognised

Imputation Credit Account

2016 2015

$ $
- 1,362
[31,035) { 64,255)
(267.367) (79.453)
[ 298,402) { 142,34¢6)
7,664 20,540
- 314
290,738 121,492
298,402 142,346

The balance of the Imputation Credit Account at 30 June 2014 is $Nil (2015 : $Nil).
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EQUITY

Accumulated Deflcit

Balance at the Beginning of the Year
Dividends Paid on Perpetual Preference Shares
Dividends Paid on Ordinary' Shares

Total Comprehensive Income for the Year
Balance at the end of the Year

Capltal
Fully Paid Ordinary Share Capital -17,250,000 shares (2015 : 17,250,000 shares)
Perpetual Preference Shares - 1,250,000 shares (2015 : 1,250,000)

Total Equity
The shares are fully paid up ordinary shares that do not have a par value.

Dividends per Share in cenis per share
Perpetual Preference Shares
Ordinary Shares

CASH AND CASH EQUIVALENTS

Cash and Bank Balances
Call Deposits
Balance at the end of the Year

INVESTMENTS

Bank Term Deposits

ACCOUNTS RECEIVABLE

Trade Receivables
Provision for Insurance Policy Cancellations
Balance at Year End

EXPECTED RECOVERIES
Gross recoveries

Provisions for Non Recoveries
Balance at Year End
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2016 2015
H] $
( 12,583,020} (12,651,653)
(124,998) { 125,000)
380,351 193,633
{ 12,327,667) ( 12,583,020)
17,250,000 17,250,000
1,250,000 1,250,000
18,500,000 18,500,000
6,172,333 5,916,980
10.00 10.00
2016 2015
$ $
203,440 317.996
1,922,544 2,354,434
2,125,984 2,672,430
2018 2015
) $
5,372,012 5,986,478
5,372,012 5,986,478
2016 2015
$ $
630,913 560,435
{ 3,.564) (1.121)
627,349 559.314
2016 2015
$ $
389,296 465,622
{296,893) (345918}
92,403 119,704
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2014 2015
19 PROPERTY, PLANT AND EQUIPMENT $ $
Furniture, Filtings, Office Equipment and Vehicles
Opening Cost at Beginning of Year 46,672 46,672
Additions - -
Disposals { 35.556) -
Closing Cost at Year End 11,116 46,672
Opening Accumulated Depreciation at Beginning of Year 37,987 36,820
Depreciation Expense 1,167 1,167
Disposals [ 35,556) -
Closing Accumulated Depreciation at Year End 3,598 37,987
Net Book Value at Year End 7,518 8,685
Computer Equipment
Opening Cost at Beginning of Year 11,411 39,657
Additions 3.851 565
Disposais - {28811)
Closing Cost at Year End 15,262 11,411
Opening Accumulation Depreciation at Beginning of Year 10,323 35,032
Depreciation Expense 2,159 3,952
Disposals - { 28,668)
Closing Accumulated Depreciation at Year End 12,482 10,323
Net Book Value at Year End 2,780 1,088
Total Camrying Amount at Year End 10,298 9,773
Loss/(Gain) arising on disposal of property, plant and equipment [ 6,973) 142
There were no impdairment losses in respect of property, plant and equipment.
20 INTANGIBLES
2014 2015
Computer Software S $
Opening Cost at beginning of Year 959,263 830,498
Additions 174,849 366,679
Intangibles Written Off - (237,914)
Closing Cost at Year End 1,134,112 959,263
QOpening Accumulated Amortisation at Beginning of Year 540,261 645,675
Amortisation Expense 183,217 132,500
Intangibles Written Off - [ 237.914)
Closing Accumulated Amortisation at Year End 723,478 540,261
Net Book Value at Year End 410,434 419,002
2016 2015
21 ACCOUNTS PAYABLE $ $
Trade Payables 525,614 266,983
Employee Expenses Accrued 27,371 13,856
Premium Rebate Accrual 807,408 1,223,685
Other Accrued Expenses 131,694 96,519
1,492,087 1,601,043
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CONTINGENT LIABILITIES

Co-op Insurance NZ

There were no material contingent liabilities outstanding at 30 June 2016 (2015: $Nil).

FINANCIAL INSTRUMENTS

Financlal Risk Management Objectives

Co-op Money NI provides services to the Company, including co-ordinating access to funding, a treasury function, providing banking facilities,
and managing external banking relationships. The Company does not enter into or irade financial instruments for speculative purposes.

Capital Risk Management

The Company manages Its capital resources to ensure that it will be able to withstand the assessed business and financial risks arising from

operations. The level of capital investment is determined by reference to market norms and the requirements of extemal agencies such as rating

agencies or regulators.

The Board of Directors and management of the Company regularly review the capital adequacy of the Company using the Reserve Bank of
New Zealand's solvency standards to determine the Company’s needs.

Financial Assets and Liabilities

The camying amount of all financial assets and liabilities are considered to be equivalent to their fair value.

Financlal instruments by category

Loans and receivables
Cash and cash equivalents
Investments

Accounts receivable
Future Funded Premiums
Total loans and recelvables

Total financial assets

Other financial liabilities af amortised cost
Accounts payable

Reinsurance payable

Total other financial liabilities at amortised cost

Total financlal llablillies
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2016 2015
$ $

2,125,984 2,672,430
5,372,012 5,986,478
627,349 559,314
5,661,573 2,092,859
13,786,218 11,311,081
13,786,918 11,311,081
1,464,716 1,587,187
60.976 19,170
1,525,692 1,606,357
1,525,692 1,606,357
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Interest rate risk is the risk of loss to the Company arising from adverse changes in interest rates, This exposure in respect of Statement of Financial
Position Assets and Liabilities depends on the degree of mismatch between the value of interest sensitive assets and liabilities. The risk is
managed by investing on a short term basis as far as possible. The tables that follow show the relationship between interest sensitive financial

assets and liabilities.

As at 30 JUNE 2016 Average
Interest
Rate

Assefs
Co-op Money NZ Call
Account 2.3%
Other Cash Balances 2.8%
Invesiments 3.0%
Accounts Receivable
Uablilties
Accounts Payable
Reinsurance Payable
On Balance Sheet Interest
Senshivity Gap

As at 30 JUNE 2015 Average

Interest
Rate

Assels
Co-op Money NZ Call
Account 3.5%
Other Cash Balances 4.2%
Investments 42%
Accounts Receivable
Liabilities
Accounts Payable
Relnsurance Payable
On Balance Sheet Inferest
Sensitivity Gap
Interest Rate Senslivity Analysis

The sensitivity analyses have not been calculated as there are no floafing rate assets or liabilities at 30 June 2016 (2015: $Nil}.

Credit Risk Management

Less than 3 3 monthsto 1 1-2 years 2-5 years 5+ years Non Inferest Tokal
months year Sensitive
100,000 - - # - 100,000
2,025,984 - - - . - 2,025,984
5,372,012 - - - 5,372,012
- - - - - 627,349 627.349
7,497,996 - - 627,347 8,125,345
- - - 1,464,716 1,464,716
- - - 60,976 60,976
- - - 1,525,692 1,525,692
7.497.996 - - - (898,343) 4,599,653
Less than 3 3 months fo 1 1-2 years 2-5 years 5+ years Non Interest Total
months year Sensitive
830,000 - - - - - 830,000
1,842,430 - - - - 1,842,430
5,986,478 - - 5,986,478
- - = - 559,314 559,314
8,658,908 - - 559,314 9,218,222
= o 25 - 1,587,187 1,587,187
- = = 19,170 19,170
- = = - 1,606,357 1,606,357
8,658,908 - - = - { 1,047,043) 7,611,865

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the Company.

Risk is minimised by investing with Registered Banks or Co-op Money NZ who maintain a well diversified investment portfolio with controls over
maturity, counterparty and concentration of investments. Accounts receivable are spread widely amongst resellers who are actively

managed for debt collection.

The camying amount of financial assets recorded in the financial statements, which is net of impairment losses, represents the Company's
maximum exposure to credit risk.
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Liquidity Risk Management

Liquidity risk is the risk that the Company wilt have difficuity in meeting commitments associated with its financial liabilities and future
commitments. The Company manages its exposure to liquidity risk by maintaining sufficient liquid funds to meet its commitments based on
historical and forecast cash flow needs.

The fables that follow detail the Company's remaining contractual maturity for its financial assets and liabilities. The tables have been drawn
up based on the undiscounted cash flows of financial assets and liabilities based on the earliest date on which the Company can be required
to pay. The table includes both interest and principle cash flows.

As at 30 JUNE 2016 Less than 3 3 months to 1 1-2 years 2-5 years 5+ years Total
months year
Assels
Cash and Cash Equivalents 2,125,984 - - - - 2,125,984
Investments 5,372,012 . - - 5372012
Accounts Receivable 627,349 . - - - 627,349
Future Funded Premiums 1,442,853 2,344,958 1,233,411 640,350 - 5.661,573
Total Financial Asseis 9,568,198 2,344,958 1,233,411 640,350 - 13,786,918
Liabllitles
Accounts Payable 1,464,716 - - - - 1,464,716
Reinsurance Payable 60,976 - - - - 60,976
Unearned Premium Liability 1,164,980 1,893,353 995,874 517,028 - 4,571,235
Qutstanding Claims Liability 2,958,969 - - - - 2,958,969
Total Financial Liabilitles 5,649,641 1,893,353 995,874 517,028 - 9,055,896
Net Liquidily Gap 3,918,557 451,605 237,537 123,322 - 4,731,022
As at 30 JUNE 2015 Less than 3 3 months to 1 1-2 years 2-5 years 5+ years Total
months year
Assets
Cash and Cash Equivalents 2,672,430 - - - 2,672,430
Investments 5,986,478 - - - - 5,986,478
Accounts Receivable 559,314 - - . - 559,314
Future Funded Premiums 570,780 1,522,079 - - - 2,092,859
Total Financial Assets 9,789,002 1,522,079 - - - 11,311,081
Uabilifles
Accounts Payable 1,587,187 - - - . 1,587,187
Reinsurance Payable 19,170 - - - - 19170
Unearned Premium Liability 587,015 1,565,373 - - - 2,152,388
Ovtstanding Claims Liability 2,441,547 - - - - 2,441,547
Tofal Financlal Liabliifles 4,634,919 1,565,373 - - - 6,200,292
Net Liquidity Gap 5,154,083 (43,294) - - - 5,110,789
FAIR VALUE MEASUREMENTS

Falr Value of Financial Insiruments
Fair value measurements are recognised through the Underwriting and Statement of Comprehensive Income.

Financial instruments are categorised into 3 levels:

Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2 fair value measurements are those derived from inputs other than quoted prices included within level 1 that are observable for the
asset of liability, either directly (i.e. as prices) orindirectly (i.e. derived from prices}.

Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset or liability that are not based on
observable market data {unobservable inputs).

The Directors consider that the canying amount of financial assets and financial liabilities recorded at amortised cost in the financial

statements approximate their fair values. Cash and Cash Equivalents and Investments are balances held with financial Institutions at curent
inferest rates on overnight or short term investments and approximate fair value as the rates approximate cument rates and there is low risk of

default by the banks.
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25 RELATED PARTY DISCLOSURES
Parent Company
The Parent Company is CU Securities Limited.

Ultimate Conirolling Party
The ultimate controlling party Is the Co-op Money NZ.

Transactions with Parent and Ultimate Conirolling Enfity 2016 2015
$ $

Co-op Money NI provides banking facilities to the Company. The amount held in curent

accounts and on short term deposit was 303,440 1,146,305
Information technology services charged by Co-op Money NZ 628,593 312,371
Management services charged by Co-op Money NZ 1,378,957 1,199,847
Rent charged by Co-op Money NZ 70,528 62,220
Portfolio Management Fees 7,044 4,890
Dividend paid on Perpetual Preference Shares 124,998 125,000
Interest received from Co-op Money N2 24,814 59,178
Insurance services were provided to Co-op Money NZ 4,776 4,848

None of the terms or condifions of these services has changed since the Company joined the Co-op Money NZ Group.
Related party transactions were made on terms equivalent to those that prevail In commercial transactions.

Due (to) / from Related Parties 2016 2015

$ $
Included in Accounts Payable, dus to Co-op Money NZ 196,924 168,756
Included in Accounts Receivable, due from Co-op Money NZ - 3,752

These amounts do not bear interest and are payable on normal trading terms.

Key Management Personnel Compensation

Compensation is paid by the Company to the independent extemal director at $26,000 p.a. No compensation is paid to any other Director or
executive, being the key management personnel of the entity.
Directors and staff may insure with the Company.
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PROFIT AFTER TAXATION
Adjustment for Non Cash ltems:
Depreciation

Amortisation

Loss/(Gain} on Sale of Assets

Movements in Working Capital
(Increase] in Accounts Receivable
Decrease in Expected Recoveries
fIncrease) in Future Funded Premium
{increase) in Defemed Acquisition Costs
{Increase}/Decrease in Prepald Expenses
Decrease in Tax Refund Receivable

increase/(Decrease} in GST Payable
Increase/{Decrease) in Unearned Premium Liability
Increase/{Decrease} in Outstanding Claims Liabllity
Increase/{Decrease) in Accounts Payable
Increase/|Decrease) in Reinsurance Payable

NET CASH FLOW FROM OPERATING ACTIVITIES

COMMITMENTS

Co-op Insurance NZ

RECONCILIATION OF PROFIT AFTER TAX TO NET OPERATING CASH FLOWS

2016 2015
$ $
380,351 193,633
3,326 5119
183,217 132,500
{6.973) 142
179.570 137,761
[ 68,035) { 40,488)
27,301 25,641
(3,568,714) (393.768)
{ 674,683} ( 48,953)
{ 400) 19,938
62 -
{8.758) [ 5,810}
2,418,847 195,578
517,422 273,750
{ 108,956) {20,232)
41,806 9,852
( 1,424,108) 15,508
( 864,187) 346,902

The Company has committed fo projects for the development of software amounting to $113,442 {2015: $282,378) for completion in the next

financial period.

28 SUBSEQUENT EVENTS

There were no events subsequent to balance date that would require disclosure in the Financial Statements.
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STATUTORY DECLARATION

2016 2015

$ $

The net surplus of the Company for the period under review after tax was: 380,351 193,633
Reserves
Accumulated Losses
Opening Balance ( 12,583,020) { 12,651,653)
Dividend Declared - -
Interest on Capital Convertible Note - -
Dividends Paid on Perpetual Preference Shares { 124,998) { 125,000)
Net Surplus for the Year 380,351 193,633
Balance at End of Year (12,327,667) (12,583,020

General
As required by section 211 of the Companies Act 1993 we disclose the following information:

On 1 April 2013, the Reserve Bank of New Zealand issued a licence to the Company under the Insurance [Prudential Supervision) Act 2010 and,
on that date, approved the transfer of all insurance previously undertaken by Co-op Money NZ to the Company. From 1 April 2013, the
Company has issued life and non-life policies.

The Directors believe the state of the Company's affairs to be satlsfactory.

Directors' interest in contracts:
During the period, the Board received notice that all the directors, apart from the independent director, are officers of, or board members of,
credit unions or Co-op Money NZ.

Use of Company information:
The Board received no notice during the periad from the directors requesting to use, disclose or act on company information.

Remuneration and other benefits:
Remuneration of $9,582 was paid to directors during the year {2015 : Nil).

Employees of the Company receiving remuneration in excess of $100,000 per annum:
2014 2015

Remuneration
$110,000 - $120,000 1 _
$120,000 - $130,000 . 1

Insurance and Indemnity:
During the period, no material insurance or indemnity was effected for the benefit of any director or employee.

Donatlons:
No donations were made to any charitles during the year.

Board & Govemnance

Co-op Insurance NZ has adopted the Corporate Governance in New Zealand - Principles and Guidelines publication endorsed by the Financial Markets Authority
to review and report on its governance practices. Detdils of the directors are set out on page 3 of this report.

The directors of Co-op Insurance N7 are appointed by the Board of its parent Co-op Money NZ together with the Chief Executive Officer of Co-op Money NZ.

1. Ensuring solid foundations for management and oversight
Co-op Insurance NI has procedures designed to:

» Enable the Board to provide strategic guidance and effective oversight of management

» Clarify the respective roles and responsibilities of Board members and senior executives in order to facilitate Board and management accountability to the
Company.

* Ensure the balance of authority so that no single individual has unfettered powers.

The Board has an obligation to protect and enhance the value of Co-op Insurance NZ's assets and act in ifs interests. It exercises this obligafion through the
approval of appropriate organisational strategy and processes.

Co-op Insurance NI achieves Board and management accountabliity through written terms of reference (policies), and a formal delegation of authority to the
Chief Executive. The Chief Executive Is charged with the day-to-day leadership and management of Co-op Insurance NZ.

2, Siructuring the Board fo add value
Directors believe that for the Board to be effective it needs fo facilitate the efficient discharge of the dufies imposed by law and to add value to Co-op Insurance
NZ. To achieve this, the Board is organised in such a way that it:

¢ Obtains a proper understanding of, and competence to deal with, the current and emerging issues of the business.

* Can effectively review and challenge the performance of management and exercise independent judgment.

Board composition
Co-op Insurance NI's Board Is curently composed five directors, three elected by its parent entity Board Co-op Money NZ, an independent external director and

the Chief Executive Officer. The Co-op Money NI elected directors are all elected to the Co-op Money NZ Board by the Member credit unions forming the
membership of Co-op Money NZ. The Members elect directors to the Co-op Money NZ Board on a one member one vote basis. All directors excluding the CEQ
are considered to be independent directors.

Page 28



Co-op Insurance NZ
Financial Statements 30 June 2016

Board process
Although the directors each bring special expertise or perspectives to Board deliberations, declsions of the Board are made as a whole after taking each

perspective intfo account and in the best interests of Co-op Insurance NZ.

The Directors receive comprehensive information on Co-op Insurance NZ's operations before each meeting and have unresticted access to any other
Information or records. Senior management is available and attend relevant sections of Board meetings to address queries and to assist in developing the Board's
understanding of the issues facing Co-op Insurance NI and the performance of the business,

Director participation remains very high with all Directors being present at the majority of meetings. In addition to regular Board meetings an annual strategic
planning process occurs.

The Sirategic Plan for 2016 to 2018 has been approved by the parent and Management reports regularly on progress toward achievement of the KPls embedded
in the plan.

3. Promoting ethical and responsible decision making

Co-op Insurance NI has written procedures to clarify the standards of ethical behaviour required of directors and management and ensure observance through a
Code of Ethics and a policy on dealing appropriately with conflicts and/or interests. Co-op Insurance NZ has an employee handbook which embodies its values
and supplements the code of conduct practices that are incorporated into all employees' terms of employment, An Ethics Committee can be formed when
requested by the Board, for the purposes of reviewing any complaint received in accordance with the Code of Ethics.

5. Making timely and balanced disclosure

Accountability for compliance with disclosure obligations is with Co-op Insurance NZ Chief Executive Officer. Significant announcements including the interim half
year and final full year results and dividend. Any advice on a change of eamings forecast requires the Chief Executive Officer and Chief Financial Officer to seek
prior approval from the Audit & Risk Committee and the Board.

6. Respecting the right of Insured parfles

Co-op Insurance NZ seeks to ensure that its Insured parties understand its activities by:
« Communicating regulary and effectively with them.
+ Giving ready access to balanced and clear information about Co-op Insurance NZ.

To assist with this, a Co-op Insurance NZ website is maintained with relevant information Including coples of presentations, reports and media releases. The annuat
report is available in electronic format from Co-op Insurance NZ.

7. Recognising and managing risk

Co-op Insurance NZ has a formalised system for identifying, overseeing, managing and controlling risk. The Board is ultimately responsible for the oversight of risk
management and setting Co-op Insurance NZ's risk appetite and tolerances. The Audit & Risk Committee assists the Board in discharging its responsibilifies with
regards the oversight of risk management. The processes involved require the maintenance of a govemance level Risk Management Framework and a Risk
Register that identifies key operational risks facing the business and the status of various inifiafives employed to reduce them. A Risk Appetite Dashboard is
maintained which shows performance against Board approved risk tolerances and highlights any deviation from compliance with the risk tolerance.

The Audit & Risk Committee Is responsible for designing an internal audit programme addressing the adequacy of intemnal controls related to Co-op Insurance
NZ ’s liquidity, market, operational and insurance risks. The committee is also responsible for overseeing the audit programme designed to test the adequacy of
internal controls related to the Information Services operated by Co-op Insurance NI .

8. Encouraging enhanced performance

Directors and senior executives need to be equipped with the appropriate knowledge and information fo discharge their responsibilities effectively and be
assured that individual and collective performance is regularly and fairly reviewed.

Board policy provides financial resource for directors' ongoling training and education with a formal appraisal process that includes the chairman. On
appointment directors receive an education and development allowance for their two year term. This is specifically for professional development, education and
training that will be of direct benefit to their role as an Co-op Insurance NZ director. As part of the annual review of its governance processes, the Board evaluates
annually the performance of the Chief Executive.

The evaluation is based on criteria that include the performance of the business and the accomplishment of key strategic objectives and other non-quantitative
objectives established at the beginning of each year.

In addition fo these annual performance reviews, the significant policy issues, annual budget and capital expenditure decisions of management are put through
a formal Board review process.
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9. Remunerating fairly and responsibly

Remuneration philosophy
Co-op Insurance NZ's remuneration sirategy aims to attract, retain and motivate high calibre employees at all levels of the organisation, and so drive

performance and sustained growth of value. for the parent and its Member credit unions.

Underpinning this strategy is a philosophy that all employees should be appropriately and competitively rewarded. Total remuneration for senior executives
comprises a base salary including the value of any benefits and may Include a short term variable incentfive in the form of an annual performance related
payment that requires achievement of a mix of financial and business targets.

Non-executive directors’ remuneration
The Company remunerated the non-execulive external directors in the amount of $9,582 during the year. All other the directors are non-executive directors and

are compensated by Co-op Money NZ.

Directors’ development allowance
Directors are allocated a $6,000 development allowance per three year term by Co-op Money NZ to be used with Board approval to gain personal development
relevant to the Director's identified needs fo enhance their performance as a Co-op Money NZ /Co-op Insurance NZ Director.

Directors’ Insurance protection
Co-op Insurance NZ maintains appropriate Personal Accident cover as well as Directors’ Liability Insurance for its directors. The Personal Accident cover for

directors provides for full proceeds being paid to the insured director or their estate, in the event of a claim being made. The Directors* Liability Insurance ensures
that the directors will suffer no financial loss as a result of actions taken by them as directors, provided that they operate with due diligence and within the law.

Chiet Executive Officer's remuneration
The Chief Executive Officeris paid by Co-op Money NZ.

10. Recognising the leglimate interest of stakeholders

Co-op Insurance NI recognises that it has a number of legal and other obligations to stakeholders such as employees, regulatory authorities, suppliers and the
community as a whole. lts commitment fo these obligations is captured in our Code of Ethics and various policies and procedures for ethical conduct, the
responsibility to employees and relationships with suppliers and customers. These are incorporated into the employment terms of all employees.

Holding securltles
No director or executive of Co-op Insurance NZ holds any personal beneficial interest in Co-op Insurance NZ.

Other inferests
Directors and staff may insure with Co-op Insurance NZ under the standard terms and conditions offered to the general public.

Compliance with corporate governance best praciice

Co-op Insurance NI seeks to meet the principles of best practice for New Zealand directors as promulgated by the Four Pillars of Effective Board Govemnance as
published by the Institute of Directors in New Zealand.
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14" September 2016

To: The Directors
Credit Union Insurance Limited (Trading as Co-op Insurance NZ)

From: Peter Davies
Appointed Actuary
Re: Credit Union Insurance Limited (trading as Co-op

Insurance NZ): Report as at 30" June 2016 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-op Insurance NZ as at 30" June 2016. “Actuarial information” includes
the following:

- claim provisions and unexpired risk / unearned premium provisions;

- 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 claim provisions, unexpired risk provisions, and other

disclosures.
2. No limitations have been placed on my work.
Level 1, 3 Shea Terrace, Takapuna 0622 Telephone (09) 489-3551 e-mail: pdavies@actuary.co.nz

P.O. Box 35-258, Browns Bay, Auckland (753 Facsimile: (09) 489-6613 home page: www.actuary.co.nz



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

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

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.

Co-op Insurance NZ exceeded the minimum capital requirement as prescribed
under the RBNZ solvency standards for Life and Non-life Insurance Business
2014 respectively as at 30% June 2016. The company transacts both classes of
business.

The Company is expected to exceed the minimum solvency requirement at all
times over the next four years.

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

Yours sincerely

Itk
/

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

Level 1, 3 Shea Terrace, Takapuna 0622 Telephone (09) 489-3551 e-mail: pdavies@actuary.co.nz
P.O. Box 35-258, Browns Bay, Auckland 0753 Facsimile: (09) 489-6613 home page: www.actuary.co.nz



