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Independent auditor’s report
To the shareholder of Credit Union Insurance Limited

The financial statements comprise:
o the statement of financial position as at 30 June 2017;
the underwriting income statement for the year then ended;
the underwriting and statement of comprehensive income for the year then ended;
the statement of changes in equity for the year then ended;
the statement of cash flows for the year then ended; and
the notes to the financial statements, which include a summary of significant accounting
policies.

Our opinion

In our opinion, the financial statements of Credit Union Insurance Limited trading as Co-op Insurance
NZ (the “Company”), present fairly, in all material respects, the financial position of the Company as at
30 June 2017, its financial performance and its cash flows for the year then ended in accordance with
New Zealand Equivalents to International Financial Reporting Standards (NZ IFRS) and International
Financial Reporting Standards (IFRS).

Basfé_fbr'—()z)inion

We conducted our audit in accordance with International Standards on Auditing (New Zealand) (ISAs
NZ) and International Standards on Auditing (ISAs). Our responsibilities under those standards are
further described in the Auditor’s responsibilities for the audit of the financial statements section of
our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

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

Our firm carries out other services for the Company in the areas of tax compliance and assurance on
the solvency return. The provision of these other services has not impaired our independence as
auditor of the Group.

Information other than the financial statements and auditor’s report

The Directors are responsible for the annual report. Our opinion on the financial statements does not
cover the other information included in the annual report and we do not express any form of assurance
conclusion on the other information.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. If, based on the work we have performed on the other information that we obtained prior to
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the date of this auditor’s report, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the directors for the financial statements

The Directors are responsible, on behalf of the Company, for the preparation and fair presentation of
the financial statements in accordance with NZ IFRS and IFRS, and for such internal control as the
Directors determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the Company’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless the Directors either intend to liquidate the Company or to
cease operations, or have no realistic alternative but to do so.

Auditors’ responsibility for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements, as a whole,
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs NZ and ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located at the
External Reporting Board’s website at:

This description forms part of our auditor’s report.

Who we report to

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 auditor’s report and for no
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the Company and the Company’s shareholder, for our audit work, for this report or
for the opinions we have formed.

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

d on behalf of:

Chartered Accountants Auckland

13 September 2017 -
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Financial Statements 30 June 2017

Premium Income
Gross Written Premium
Uneamed Premium Movement
Gross Eamed Premium
Premium Funding income
Reinsurance Premium Ceded
Net Earned Premivm

Clalms Expenses

Claims

Movement in Outstanding Claims

Recoverles Recelved

Movement in Expected Third Parly Recoveres
Total Clalms Expenses

Offer Expenses
Acquisition Costs
Tolal Other Expenses

Tolal Expenses

Net Underwriling Income Profit

UNDERWRITING INCOME STATEMENT
FOR THE YEAR ENDED 30 JUNE 2017

This staternent should be read in conjunciion with the accompanying nofes.
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Note

2017 2014
$ $

14,313,068 13,034,955
{2.008,875) {2418,847)
12,304,393 10,616,108
467,326 366,457
(01053 _ (29821

12,470,668 10,754,347
7,630,332 5,900,695
420,425 517422
(478.806] {160.565)
(65.608] 27,301
7,506,543 6.284,853
2.381,440 1.911,595
2,381,440 1,911,595
9,887,983 8,195,448
2,582,685 2,557,899

e
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Co-op Insurance NZ
Financial Statements 30 June 2017

UNDERWRITING AND STATEMENT OF COMPREHEN SIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2017

2017 2014
$ $

Income Note

Ofther Income 8 1304 512,844

Interest Income 9 148,332 247,032
Total Income 149,838 759.896
Expenses

Depreciation 19 2967 3,326

Amorfisation 20 144,001 183,217

Employee Cosls 10 908,999 477,060

Diector Fees & Expenses n 24,413 11,144

Administration and Openating Costs 1,913,353 2,169,291

Auditor Remuneration 12 66,100 57,150

Legal Fees 11,348 43,227

Galn on disposal of Property Plant and Equipment - {6,973)
Total Expenses 3,071,181 2,937 444
Underwriting Income

Life 3 872,778 522,532

Other Nor+life 3 1,532,077 857,948

Motor Vehicle 3 177,830 1,177,419
Tofal Underwriting Surplus 2,582,685 2,557,899
Net Operating {Loss)/Profit before Taxation { 338,860) 380,351
Income Tax Expense 13 - -
Total Comprehensive (Expenses)/income for the Year { 338,860) 380,351

This statement should be read in conjunction with the accompanying notes.
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Co-op Insurance NI
Financial Statements 30 June 2017

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE 2017

Perpetuai
Preference Accumuiated
Share Caplial Shares Deficit Tolal
$ $§ $ $
Opening Balance - 1 July 2015 17,250,000 1.250.500 { 12,585,020) 5,916,980
Dividends Pald on Perpetual Preference Shares - - {124,598) {124.998)
Total Comprehensive iIncome after Tax - - 380,351 380,351
Closing Balance - 30 JUNE 2016 17,250,000 1,260,000 (12327.667) 5,172,353
Dividends Pald on Ordinary Shares . - N .
Dividends Paid on Perpetual Preference Shares - - { 125,000) { 1250001
Total Comprehensive Expense offer Tax - . (333,860) {338,860}
Bal - 30 JUNE 2017
Closing Balance 17,250,000 1,250,000 {12,m,527) 5,708,473
This statement should be read In conjunction with the accompanying notes.
a—
Page 8
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Co-op Insurance NZ
Financlal Statements 30 June 2017

STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2017

Note
Total Equity 4
Assefs
Cash and Cash Equivalents 15
Investments 16
Accounts Recelvable 17
Expected Racoverles 3,18
Future Fundad Premiums 4
Deferred Acquisifion Costs 5
Prepaid Expenses
Intangible Assets 20
Property, Plant and Equipment 19
Total Assets
Uabiities
GST Payable
Tax Payable
Accounfs Payable 2]
Reinsurance Payable
Outstanding Clalms Liablity 3
Uneamed Premium Uabiitty é
Total Liabliles
Net Assels

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

These Financial Stalements were authorised for Issve by the Board of Direclors on ,;ﬂ//'?:. and were

Dhrector
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2017 2014
$ $
5208473 617239
1.975:302 2125984
4120082 5572015
856,504 627,349
158011 92408
8155343 5461573
1,176,554 958,445
13359 10090
440852 410,654
9.080 10298
16925457 15,268,788
3977 13.188
1,638 -
1,140,725 1492087
85.139 80976
3379.595 2958969
£579910 4571 335
11,216,984 9,096,455
5.700.473 4,172,333
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Co-op Insurance NZ

Financial Statements 30 June 2017

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2017

Cash Flows trom Operafing Activities
Cash was received from:
Premiums Recelved
Premium Funding Income
Interest Recelved
Claims Recoveries
Cther Income

Cash was appied to:
Clalms and Rebates Paid
Relnsurance Paid
Employee Costs
Drectors’ Fees & Expenses
Acquisition Costs
Administration and Operating Costs

Net Cash Aow used in Operating Aclivilies

Cash FAows from Investing Aclivities

Cash was received from:
Proceeds from Sale of Property, Plant and Equipment
Proceeds from Invesiments

Cash was appled fo:
Purchase nf Intanglble Assets and Property, Plant and Equipment
Purchose of invesiments

Net Cash Flows from Investing Activities

Cash Flows from Financing Acfivilles
Cash was applied to:

Dividend on Ordinary Shares

Dividend on Perpetual Preference Shares
Net Cash Flow used in Ainancing Acliviiles

Net Decrease 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 nofes.

Page 10

Note

26

15

w07 2018
$ $

11,894,384 10.281,647
467,308 366,457
148,332 247,032
478,806 160,545
1304 512,864
12.950,134 11,568,565
8,367,073 7 1243%0
276,890 229.908
823,692 463,547
24,43 1,146
2,666,731 2,443,024
1,913.009 2,180,747
14,071,808 12,432,752
(1,081,674) { 864,187)
! 6974
1,251,960 614,466
1,251,961 821,440
195,949 178,701
195,969 178,701
1,055,992 442,739
{ 125,000) [ 124,998}
{ 125,000) ( 124,998)
(150,682) [ 546,448)
2,125984 2,672,430
1.975,302 2,125,984
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Co-op Insurance NZ
Financial Statements 30 June 2017

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

GENERAL INFORMATION

Co-op Insurance NZ the frading name of Credit Union Insurance Limited, {the "Company”) provides Insuraricce In New Zealand and s an issuer in
temms of the Financial Reporting Act 2013 by the terms of the ficence Issued on 1 April 2013 by the Reserve Bank of New Zenland under the
Insurance (Prudentlal Supervision) Act 2010. The Company is registered under the Companles Act 1993 ang is an FMC reporfing entity under Part 7
of the Financlal Markets Conduct Act 2013. The financial statements of the Company have been prepared in occardance with the requirements
of Part 7 of the Anonclal Markets Conduct Act 2013. I Is a Company incorporated and domiclled In New Zealand, Hs registered office Is Included
within the Directory on page 3 of the annual report.

Basis of Preparation

These financial sialements have been prepared in accordance with Generally Accepted Aceounting Pract'ce (N2 GAAP). They comply with New
Zealand Equivalents to Intemational Financlal Reporting Standards N2 IFRS) and other applicable Financial Reperfing Standards. These financial
statements also comply with Intemational Financiol Reporiing Standards.

Presenialion of the sialement of financlat position

The Company’s insurance and related assets are realised and settied over periods of several years, reflecting the long-temn nature of the
Company’s products, Accordingly, the Company presenis the assets and fiabliitles In Its stalement of financial posifion in approximate orders of
liquidity, rather than distinguishing current and non-cument assets and liabilifies, The Company regards ifs Intangible assets, and plant and
equipment as non-current assets as these are hekd for the longer-term use of the Company.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

G F.Y ting Policl

The financlal statements are based on the general principles of hislorical cost accounting. The going concem concept and the accruals basis of
accounfing have been adopted. The accounting policies have been consislently applied by the Company for all the finoncial perlods 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 adopled during the year.

The Company has adopied External Reporting Board Standard A1 Accounting Standards Framework (For-profit Eniities Update) (XRB A1). XRB Al
establishes a for-profit fier struciure and outlines which suite of accounting standards entifies In different liers must folla~». The Compuny is a Tier 1

entity.

Foreign Cumrency Translation

tfems included in the financial stafements are measured using the curency of the primary economic environment in which the entity operates (the
functional currency]. The financlal statements are presented in New Zealand Dollars, vhich is the Cempany's functional and prezentation
cumency. All values have been rounded to the nearest dollar {§) unless otherwise stated.

Foreign curency monetary assefs ond liabifities have been franslated into the funciional cumency at the rate of foreign exchange rling as at
balonce sheet date. Transactions denominated in a forelgn cumency are converled lo New Zealand dollars at the exchange rates in effect at the
date of ihe fransaction. Foreign exchange differences relating to monetary items and gains and losses arising from foreign exchange dedlings
by the Company are recognised In the Underwlting ard Statement of Comprehensive Income.

Critical Judgements and Estimates In Applying the Accounting Policles

In the application of NZ IFRS the Directors are required to make judgements, esfimates and assumplions about the canying value of assets and
labliities that are not readlly opparent from other sources. These are based on historical experience and other varous lactors and ore reviewed on
an ongoing basis.

The Dlrectors belleve that, as at the date of these Financial Slatements, there are no significant sources of estimation uncertainty that have not
been disclosed In these notes. Howsver, the Company does make estimates and assumpiions conceming the future. The resulting accounting
astimates may not equal the related actual resulfs.

Parlicular Accounting Policles
The following particular accounfing policies which materially affect the measurement of profit and financial position have been applied.

(a) Signliicant Accounling Policles Relaled to Insurance Contracts

The Insurance products meet the definition of an insurance confract {a contract under which one parly, the Insurer, accepis significant risk from
anoiher parly, the policyholder, by agreeing o compensate the policyholder If a specified uncertain future event [the insured event] adversely
affects the policyholder) and none of the confracts contain embedded derivatives or are reculred to be unbundied.

(b) Income Afiributable to Insurance Business

Premlum revenue comprises amounis charged to policyholders and excludes fire service and earthquake levies collected on behalf of statutory
bodies. The eamed porlion of premium received and recelvable ks recognised as revenue. Premium ond Commission revenue Is recognised as
eamed from the date of attachment of risk (generally the date a contact Is agread {o} over the petiod of the related Insurance contract in
accordance with the pattem of the risk expected under the contract. The uneamned portion of premlum Is recognised as an uneamed premium
liabifty on the Statement of Financial Position.

{<) Reinsurance Expense

Premium ceded to relnsurers s 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 indemnily of the reinsurance contraci.

(d) Claims

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

Page 11 PWC



Co-op Insurance NZ
Financial Statements 30 June 2017

(d) Claims (continved)

For Motor Vehicle insurance, the estimation for outstanding claims lablity is based on actual advised cost or, where final cost Is uncertain, advice
from Independent professional assessors. These may ba supplemented over the life of the claim by revisioris, made by experienced claims staff as
the claim develops. The estimates are reduced by actual clkaims payments mode. A percentage facto: ks added to allow for clalms that are
closed at balance dale bul will be reopened. Ths ks calculated by analysing past claims to determine the historical incidence of claims being
reopened. An overhead and rsk margin is added to anive at the final fiability esfimote.

Claims expense represents clalm payments adjusted for movement in the ovtstanding clalms liabilily.

The estimation of the outstanding claims llablity involves a number of key assumptions and is the most critical accounting estimate. The Company
takes all reasonable steps to ensure that it has appropriate informatien regarding its claims exposures ond employs exlemal actuarial advice.
However, given the uncerainiy in establishing the liability, it Is likely that the final oulcome will be different from the original liabliity established.
Changes In claims estimates impact profit or loss in the yearIn which the estimates are changed.

{®) Reinsuvance and Other Recoverdes

When a claim from the Insured exceads the thrashold of our rainsurers, a claim is lodged with the reinsurers and the relinsurance is recognised as
Income. Relnsurance does not relleve the originating Insurer of iis liabilifies to policyholders,

{f) Liablitty Adequacy Test

The labifity adequacy fest is an assessmeni of whether the conying amount of the uneomed premium liability s adequate and Is conducted at the
reporting date. If cumrent esfimaies of the expected future cash flows relating to future clalms arsing fram the rights and obligations under the
current insurance confracis, plus on addifional risk margin fo reflect the inherent uncertainly In the central estimate, exceed the uneamed
premium llabily then the uneamed premium Habilily k deemed lo be deficient. Any deficlency arising from the fest Is recognlsed In the
Underwiiting and Statement of Comprehensive Income, with the comesponding impact on the Stotement of Anancial Pasition.

{Q) Assets which back Insurance Liabilliles
Ullimately all assets of the Company are available to back insurance liobilitics.

(h) Propesiy, Plant and Equipment
Astets are depreciated on a straight line basls of rates caleulated fo allocate the asset's cost. in equal inst alments over thelr eslimated useful lives

which are assessed and regularty reviewed.

Assets are canied at historic cost value less accumulated depreciation. The useful lives atiibuled to varous assels are:
- Fumniture, Fittings and Office Equipment up to 10 years

- Computer Equipment 3 years

- Motor Vehicles 4 years.

(@} Infangibles

Infangible assets represent software that is inifially meazured at cost. Following Initlal recognition intangible assefs are coried at cost less
accumulated amorlisation and any impairment losses.

Cosls assoclated vith maintaining software programmes are recognked as an expense as incuned. Development cosfs that cre directly
attibuiable fo the design and tesfing of idenlifiable and unique softveare products controlled by the group are recognised as intangible assets
when the following criteric are met:

- It Is technically feasible to complete the sofiware so ihat i will be avallable for use

- management intends fo complete the solfware and use or sell it

- there is an ability to use or sell the software

- it can be demosirated how the softavare will generate probable future economic benefits

- adequate technical, financlal and other resources fo complete the development and to use or sell the software are avallable, and

- the expendifure attibutable fo the software duiing its development can be refiably measured.

Directly atfiibutable cosis that are captialised as part of the software include employee costs and an appropriale portion of relevant overheads.

Capltalised development costs are recorded os intangible assets and amorised from thepoint at which the ossel is ready for use.
Intangibles are amortised over their useful economic life as follows:
- Software up fo 5 years

I} impairment of Tangble and intangible Assels

At sach balance shest date, the Company reviews the camying amounts of its tangible and intanglible assels to determine whether there is any
indication that those assets have suffered an Impalment loss. If any such indication exists the recoverable amount of the asset Is estimated In
order o determine the extent of the impaiment loss (if any). Where It s not possible to estmate the recoverable amount of the Individual asset,
the Compuany estimates the recoverable amount of the cash generafing unit to which the asset belongs.

The recoverable amount is the higher of fak volue less costs fo seff and value in use. In assessing value in use, the esfimated future cash flows are
discounted to thelr present vaiue using a pre-tox discount rate thot reflects curent market assessments of the fime value of money and the risk
speclfic to the asset for which the estimates of future cash flows have not been adjusted.

Where an Impalment loss subsequentiy reverses, the camying amouni of the asset {or cash generating unit) is Increased 1o the revised esfimate of
its recoverable amount, but so that the Increased carying amount does nol exceed the camying amount that would have been determined had
no impalment loss been recognised for the asset {or cash generating unit} in prior years. A reversal of an Imypairment loss Is recognised
immediately in the Undemwrifing and Statement of Comprehensive Income.

(k) Financial Inskuments
{1) Anancial Assels
Financial assets are classifled info the following spedified categories: financial assels ‘at fair value through profit or loss' and Toans and
receivables’. The classificotion depends on the nature and purpeose of the financial assels and is determined ot the fime of initial recognition.
The financlal assets held by the Company at year end are classed qs loans and receivables.

(i) Trade receivabiles, loans and other recelvables 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 effeciive inferest method less any
impairment.

S
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Co-op Insurance NZ
Financial Statements 30 June 2017

(¥) Financiol assets at FVTPL are siated ot foir value, with any recognised galn or loss recognised In profit or ioss, The net gain or oss recognised
in profit or loss Incorporates any dividend or Interest eamed on the financial asset.

{ill} Financlal assets measured at amortised cost are reviewed at each balance date to detesmine whether there Is any objective evidence of
Impaiment. If any such condition exists, the assel's recoverable amount is estimated and provision s made for the differance between the
canying amount and the recoverable amount. As at the date of these Financial Siatements, no such evicence of Impairment exists.

(2) Ananclal Liabllitles

Fnanclal llabllifies are recorded Inifially af falr value, net of fransaction costs. Subsequent 1o initial recognition, llabliities are measured at
amortised cost. Any discount or premium arising on seftisment, Including the direct fees incured on set Up, are amortised through the
Underwrtting and Stalement of Comprehensive Income over the life of the contract using the effective interest rate.

(3) Onsetiing Financlal Insiruments

A financial asset and a financlal llability shall be offset and the net amount reported when, and only when, an entity has a legally entorceable
right fo set off the amounts; and intends efther to settie on a net bask, or fo redlise the asset and settle the tability simultaneously.
No financial assets and liablities cre offset as there i no legally enforceable right fo offset (2014: $Nil).
(D Taxation
Curent Tax

The income tax expense charged against the profit for the year is the estimaled liabllity in respect ot that profit. Itk calculated using fox rates
and tax laws that have been enacted or substantively enacted by the reporiing date. Current tax for the curment and prior perlads ks recognised
os a Rability {or asset} to the extent that It Is unpaid {or refundable). Tax assets are offset only when there Is o legally enforceable right 1o set off
the recognised amounis, and an intention to settle on a net basks.

Defemred Tax

The liability method of accounting for deferred taxation is applied on a comprehensive balance sheet basls in respect of femporary differences
between the canying amounts of assets and liabilities in the financial statements and the comesponding tax base of those items. Deferred jax
fiabiliifes are recognised for all temporary differences. Deferred {ax assels are reviewed at each balance date and reduced to the extent that it
is no lenger probable that sufficient taxable profits will be available to allow all or part of the asset io be recavered. Defemed tax Is calculoted
at the tax rates that are expected 1o apply In the period when the liability ks settled or the asset is reafised. Defemed tax Is charged or credifed in
the Underwriting and Statement of Comprehensive iIncome.

{m) Goods and Services Tax (GST)

Revenue, expenses and awets are recognised net of the amount of GST except vihen the GST incurred on a purchase of goods and sewices Is not
recoverable from inland Revenue in which case the GST s tecognised as part of the cost of the acquisition of The ozsets or as part of the expense
Hem as appiicable.

Receivables and payablez, are stated with the amount of GST included,

The net amount ot GST recoverable from, or payable to, the Inland Revenue Is included as parl of recelvables or payables in the Statement of
Firancidl Position.

(n) Statement of Cash Flows

The Statement of Cash Flows is prepared exclusive of GST, which is consistent with the methed used in the Underwiiting and Sialement of
Comprehensive Income. The GST component of cash flows arlsing from Investing and financing activitles, which is recoverable from, or payable
to, the Inlond Revenue Is clossified as operating cash flow. The following are definlilons of the terms used in the Staterneni of Cash Hows:

- Cash equivalents are short term, highly liquid investiments that are readlly convertible to known amounts of Cash and which are subject 1o
insignificant risk of changes in value,

Cash flows are inflows and outiiows of cash and cash equivalents.

- Operating aclivities are the principal revenue producing activities of the entity and other acfivilies that are not investing or financing activities.
- Investing activities are the acquisition and disposat of long-term assets.

- Anancing activities are activifies that result In changes In the size and composition of the coniributed equity and bamowings.

(o) Employee Benefits

Provisien Is made for benefits accruing o employees in respect of salaries, annual leave and sick leave when it i probabla that sefflement will be
required and they are capable of being measured reliably.

Provisions made In respect of employee benefits are measured at thelr nominal values using the remunerction rate expected fo apply at the time
of seftiement.

(p) Comparafive Financial Stafements
All accounting policies have been applied on bases conslstent with prior years.

{q) Pramium Funding Income
Premiums paid by instalments incur a charge for funding costs and this Premium Funding income Is recognised In the accounis when each
Instalment is pald.

() Fulure Funded Premiums

Future funded premiums represents unpald premium instalments af balance date covering the remaining term of the custorners insurance
confracts. Future funded premiums are recognised Inltially ot foir value and subsequently measured ot amortied cost, less any provision for
Impaiment. Coflectability of future funded premiums Is reviewed on an on-going basis. The Impalment assessment In relation to these premiums
are determined by reference to current customer clreumstances and past expenence.

(s) Expecied Recoveties

Bxpected Recoveries, receivable from third parties invelved in the accidents and liable for the damage, ks calculated by discounting the
Recoveries ledger by a range of factors and then adding on an allowance fo recegnise that a portion of the Outstanding Claims Uabllity will also
be recovered. The allowance is based on historical monies recovered against claims paid.

Page 13
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Co-op Insurance NZ
Financial Statements 30 June 2017

{1} Accounting slandards adopted during the year
There were no accouniing sfandards adopted during the year.

{v) New accounting standards and Interpretations issued not yet affective and have nol been early adapied by the Company

The following standards and amendments fo exisling standards have been published and are mandatory for Compary's accounting perods
beginning on or after 1 July 2017 orlater periods, but the Company has not earty adopted them.

NZ IFRS % (Financlal Inskruments) (effective for annual reporling periods beginning on or after 1 January 201€)

NZ IFRS 9, ‘Financial insfruments’ addresses the classification, measurement and recognifion of financial assets and financial liabilities. The
complete version of N2 IFRS 9 was issued in September 2015. 1t replaces the guidance of NI IAS 39 that retates fo the classification and
measurement of financial Instruments. N2 IFRS 9 retains but simplifies the mixed measuremant model ond establishes three primary measurement
categories for financlal assets: amortised cost, falr valve through comprehensive income and fair value through profit and loss. The basks of
classification depends on the entity’s business model and the contractual cash flow characteristics of the firvancial asset. Investments in equity
instuments are required io be measured at fair value through profit or loss with the imevocable option at Inception fo present changes in fair value
In other comprehensive income not recycling. Thers is now a new expecied credif losses modet that replaces the incured loss impairmeni model
used in NZIAS 39. For financial liabilities there were no changes to classification and measurement except for the recogrition of changes In own
credit isk in other comprehensive income for liablfities designated ot fair value through profit or loss. The standard Is effective for accounting
periods beginning on or afer 1 January 2018. Early adoption i permitted. The company intends to adopt NZ IFRS 2 on Iis effective date and has
yot fo assess Iis full impact.

NZ IFRS 15 'Revenue from coniracts with Custemers' (Effective for annual periods beginning on or after 1 Jan uary 2018)

NZ IFRS 15, "Revenue from contracis with customers™ deals with revenue recognition and establishes princlples for reporfing useful information fo
users of financial statements about the nature, amount, timing and uncertainly of revenue and cash flows arising from an entity’s contracts with
customers. Revenus Is recognised v/hen a customer obtains conirol of a good or service and thus has the abiliity to direct the use and obtaln the
benefits from the good or service. The standard replaces NZ 1AS 18 Revenue’ and NZ IAS 11 ‘Construction confracts’ and related Interpretations.
The standard Is effective for annual petiods baglnning on or ater 1 January 2018 and earlier application k permitted. The company infends to
adopt NZ IFRS 15 on Its effective date and s cumrently assessing its full Impact.

NZ IFRS 17 'Insurance Confracis’ [effectire for annual reporting periods beginning on or after T January 2021)

NZ IFRS 17, "Insurance Conhacts” applles to insurance coniracl: issued, 1o all reinsurance centracts, and o i+ vestmend contracts with discretionary
parficipating features if an enlity also issues insurance contracts. For fixed-fee service contracts whose primaory purpose is the provision of services,
entifies have an accounting pelicy cholce to account for them in accordance with eithar IFRS 17 or IFRS 15, Simllar to the position under IFRS 4,
financial guarantee contracts are allowed to be within the scope of IFRS 17 If the entity previously asserted expliciily thai it regarded them as
insurance contracts. Insurance contracts (other than reinsurance} where the entity is o policyholder are not within the scope of IFRS 17. The
standard is effeciive for accounting periods beginning on or after 1 January 2021. The company intends o adopt? NZ IFRS 17 on it. effective date
and has yet fo assess its full impact.
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3 UNDERWRITING RESULTS

2017 016
§ $
L¥e Insurance

Gross Ecrned Premium 2,353,651 2,168,313
Reinsurance Premniums - -
Nef Eamed Premiuvm prior fo Rebates 2,353,651 2,168,313
Gross Claims 1,022,383 1.112,949
Relnsurance Recelved - B
Nel Claims 1,022,383 1,112,949
Commission 268,323 248,554
Underwriting Result 1,042,945 786,810
Credlt Union Rebates 190,167 264,278

872,778 522,532

Other non-iife Insurance

Gross Eamed Premium 4,106,631 4,201,959
Reinsurance Premiums - -
Net Esmed Premium priar fo Rebates 4,106,831 4,201,959
Gross Claims 1,455,660 1,972,678
Reinsurance Recelved - -
Net Clalms 1,455,660 1,972,678
Commission 904,675 923,
Underwriting Result 1,746,295 1,305,874
Credit Unlon Rebales 214,219 447,928

1,582,077 —_ 867,948

Motor Vehicle Insvrance

Gross Eamed Premium 8,227,254 5,096,742
Premium Funding Income 467,328 366,457
Reinsurance Fremiums { 350,477) { 271,7]42
Net Earned Premium prior fo Rebates 4,344,105 5,191,485
Gross Claims 5,028,500 3,199,226
Reinsurance Recelved - .
Net Claims 5,028,500 3,199,226
Commission & Acquisition Costs 1,208,442 719,636
Underwriling Reault 107,163 1,272,623
Credit Union Rebates { 70,667) 95,204

177830 1,177419

Tokdl Insvrance

Net Eurned Premium prior to Rebales 12,804,387 11,581,757

Net Claims 7,506,543 6,284,853

Commksions 2,381,440 1,911,595

Underwriiing Result 2,916,404 3,345,309

Credit Union Rebates 333,719 807,410

Insurance Clalms, Commission and Rebates 10.221.702 9.003,858
Tolal Underwiiing Result afler Commission and Rebates 2 ﬂg ggg 3 557 nz
Claims Estimales and Risk Margin

The policy liabillties have been detemmined by the Appointed Actuary, Peter Davies B.Bus Sc.. FIA, FNZSA.

The acluary is satisfled as to the accuracy of the data from which the palicy ablliiles have been determined. The actuary's report is based on
data as at 30 June 2017. The Actuary's valuation was caned out In accordance with Professional Standards no. 20 and 30 of the New Zealand
Sociely of Actuaries report and had no qualificatfions.

Life and Other Non-ltfe

The life and Other insurance cantracts consist of group schemes providing death, disability, redundancy, frouma and bankruptcy benefits on a
unit rated bask, and a group scheme providing funeral benefits on the basis of individually rated premjums.

All covers are wittten on a basis of monthly premiums recelved at the end of the month. The policy llabliitles compiise the following:

- A provision for claims Incurred but not reported (IBNR) is calculated separately for Lite insurance and Other Non-life insurance {disabiity,
redundancy, trauma and bankruptcy cover praducts) respactively.

- A provision for the remaining payments expected to be made on disabifity, redundancy. and bankrupicy claims that have been nofified and
remaln open.

The actuary has recommended a risk margin of nil {2016 : 8.5%) with raspact to the Other Non-Life insurance Outstanding Claims Liabiilty.

The IBNR provislons for death, disablilly, redundancy, frauma and bankruptey claims respectively have been calculaied using a chain ladder
method applied to past clalm reporting patterns, and the average size of clalms incured in the post.

The prevision for open disablliity cidims has been based on past clalm termination pattems, applied to the Insured benefit of notified claims, Clgims
provisions have been discounted using an interest rate of 2.07% per annum (2014 1 2.10%).
All pending frauma and redundancy claims have been provided for at thelr face value.
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Molor Vehicle Insurance

The claims esfimation process commences with the projectlon of the future payments relating to claims incusred at the reporting date. The
expected future payments include those in relation fo claims reported but not yet pald In full, claims incumed but not yei reporfed {IBNR) and
clalms closed that may be reopened.

The estimalion of the outstanding claims fabikty Is based on advice from independent professional assessors.  These mioy be supplemented over
the life of the claim by revisions, made by experenced claims staif as the claim develops. The estimates are reduced by aciual clalms payments
made. A percentage factoris added 1o allow for claims that are closed af balance date bui will be reopened. This s calculated by analysing
past claims to determine the historical incldence of claims being reapened. An overhead and risk margin s added to amive at the final Tabilty
esfimote.

The IBNR pravision ks based on a conventional chain ladder method applied to the cost of cialms reported to date in respect of each month of
loss.

An gdditional sk margin is maintained in the claim provisions to @nsure a greater than 50% likelihood of the sufficiency of the provisions. The
actuary has recommended a risk margin of 10% {2016 ; 8.5%), which provides a likellhood of sufficiency of 75% {2016 : 75%) and It has been
accepted by the Board.

Insurance costs are subject to inflotionary pressure over time. However the period between the valuation dote and the setilement of most claims
Is relatively short so any increase in cosis as a result of inflafion is limited. Also, due o the short settlement periods the effect of dscounting
expecied future paymenis ks also limited and with these two elements being small and acting In opposite directions, both have been ignored.

Expecied Recoveries Receivable is calculated by discounting the Recoveries ledger by a range of factors and then adding on on allowance o
recognise that a portion of the Oulstanding Clalms Liability will also be recovered. The allowance is based on historical monies recovered against

claims pald.

The Recoveries ledger s divided into three caiegorles; debis where llability is acknowledged and covered sy other insurance companies, debls
where the debtor has acknowledgad liabliity and entered into a payment amangement, and remalning detsts where the liability is elther diputed
or no payment amangement ks yet enfered into. Recoveries Recelvable from other insurers are discounted by 20%. Recelvables under payment
armangements are discounted by 40%. The discounts are applied based on the past experience of the business.

2017 2016
$ $
Outstanding Clalims Liability
Uife Insurance
Opening Claims Liability 117.000 117.045
Clalms Expense 1,022,383 1112949
Claims Pald {1.074,383) {1,112794)
Closing Claims tiabillty 32,000 17,000
Other Non-lile Insurance
Opening Claims Liability 1,810,265 1.647.794
Claims Ex;::nse 1,455,660 1,972,678
Cloims Pa { 1.767.022) (1.810,207]
Closing Clalms Liabiiity 1498,503_ 1.810.265
Motor Vehicle Inswance
Opening Ckalms Liability 1,031,704 676,708
Claims Expense 5,572,914 3,332,490
Claims Paid { 4.788,926) (2.977,494)
Clasing Gross Clalms Liability 1815472 1.081.
Tokal Gross Oulsianding Clalms Liabliity 3.379.595 2,958,969
Moior Vehicle Expecied Recoveriss Receivable
Opening Expected Recaverles 92,403 119,704
Increase (n Expectad Recoveries 547,772 135275
Actual Third Party Recoveries Recelved { 482,144) 142,578,
Closing Expecied Recovesies 158,011 ‘WL
Molor Vehicle nel Ciaims Liability 1,657.681 939.301
N
Total Nat Ouistanding Claoims Liabiity Ex A0 T
Quistanding clalms are reported in the Statement of Financlal Position as Outstanding Claims
Liability and Expected Recoverles
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Composifion of Outsianding Claims Liablity
Lo Insurance

IBNR

Closing Clalms Liabity

Other Non-Iife Insurance
Quistanding Clalms
Indirecl Clairns Management Allowance - 8.5% (2014 - 8.5%)
Risk Margin - Nil {2016 - 8.5%)
IBNR
Closing Clalms UabBty

Mofer Vehicle Insurance
Ouvtstanding Clalms
Risk Margin - 10% (2016 - 8.5%)
Indirect Clalms Management Allowance - 12.5% (2014 - 15.0%)
IBNR
Closing Gross Claims Liabliity
Closing Expected Recoverias

Closing Cialms Liablily
Total Net Ouistanding Clalms Uabiilty (cument)

Insurance Confract Risk Management

2017 2016
H] S
65,000 117,000
T 5000
1,241,477 1,376,770
117,425 128,925
- 164,570
140,000 140,000
1498503 1,810,285
1,322,113 672995
13221 100,949
181,791 137,762
179.577 120,000
1,815, o
{158.011) [92.403)
1,657,681 939,301
3221588 2888588

A key fisk from operating In the insurance Industry Is exposure to Insurance risk arising from underwiiting insurarice contracts. The inswance
contracts fransler risk o the insurer by indemnifying the policyholders against adverse effects arising from the occurence of specified uncertfaln
future events. The risk Is that the actual claims o be paid In relation to contracts will be different to that esimated at the ime a product waos

designed and priced. The Company Is exposed to this risk because the price for a coniract must be set before fhe |

losses relaling 1o the product

are known. Hence the insurance business Involves inherent uncerlainty. This risk Is itigated in the Other Non-ife insurance products os all policies

are monihly renewable and there Is no effective contractual price risk.

A fundamental part of the overall risk management strategy & the effective governance and management of the dsks that Impact the amount,

timing and uncertainly of cash flows arising from insurance confracts.

Solvency Requirements
(a) Capital M ent Palicles and Objecti

From the issuance of the Insurance Licence by the Reserve Bank of Nev: Zeclond ["RBNZ) on 1 April 2013, the Company is required to mainiain 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) ksued by the RENZ. RBNZ defines Actuol Solvency Capltal as: Co-op Insurance NI's Capital less Intangible Assets less dividends payable

on Ordinary and Pemetual Preference Shares in the period leading up fo the filing of the RBNZ Solvency Return,

The Company has defined In Its Capital Risk Management Policy that it will maintain a Target Minimum Solvency Copital at the higher of:
- 105% of the Fixed Minimum Solvency Capital set by the RBN2 which Is $5,250,000 (2014 : minimum Actuol Capltal of $5,250,000);

- 125% of the Colculated Minimum Solvency Capital which at 30 June 2017 was $4,518,259 (2016 $2,550,485),

The Directors believe that the Fixed Minimum Solvency Capital of $5,000,000 sef by RBMZ has been achieved. bui the Company's fargei has been

missed by $2.379 [0.05%).

The Company has embedded in its capital management framework the necessary tests fo ensure continuous and full complionce with the

solvency standard.
(b) Caplial Composiiion

The Compary manages its capital by considering both regulatery and economic capital. The primary source of capital used by the Company is

fotal equity atiributable o the owner. Total equity atiifbutable to the owner equates to "capital® as defined in the solvency standard,

The Solvency MarginIs calculated as aciual solvency capiial less minimum solvency caplial and is @s follows:

e ($)
726,963
145,476

2017 L 2015
Apgregate (3)  Non-Lie (3) e (3) Aggregaie (5)  Non-Like [3)
Actual Solvency Capital 5,247,621 4,845,355 402,270 5,761,699 5,034,740
Minimum Salvency Capital 5,000,000 3,543,016 100,747 5,000,000 2,071,317
Solvency Margin f 1,302,339 30 . 963,
Solvency Ratio TOS.00 1382 ik 0%

Risk Manogement Objeclives and Policies for Miigating Inswance Risk

Risk management activifies can be broadly separated inio underwilting, claims management, reserving and investment management.

T,

The objective of these iisk management functions is to enhance the longer term financlal performance of the overall Insurance aperations,

The key policies in place to mifigate risks arising from underwriting Insurance confracts include the following:

Acceptance of Risk - the Company restricts Ifs lines of business pimarly 1o Company unit rated consumer credil insurance (Life and Other Non-
Lite), funeral plan and motor vehicle insurance. The consumer credit business is sold exclusively to the ultimate holding enfity’s Member credit
unlons. Records of resulis and frends achleved for each seller of Insurance for all lines of business are analysed carefully and sellers whose
porifolios are retuming unacceptable levels of risk either have their price adjusted accordingly or lose their fight to sell palicles for the Company.
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Pricing - the piimary lines of business are backed by histoiical undemwaliing results. This enables the Comizany’s underwriters to calculate
acceptable piicing and tems of cover.

Reinsurance - the Company does not maintaln relnsurance cover on its Life and Other Non-iife risks as Its historical undemwrifing 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 thhe Motor Vehicle risks structured to
adequately protect the Company's solvency and capital position. it covers third party property damage and own damage catastrophe single
event profection. The Company's relnsurer up uniil 30 June 2016 was Munich Re which had a financial st-ength rating of "AA".

With effect from 1 July 2016, the Company's motor vehicle insurance provider has been changed fo Swiss Reinsurance Company Limited for o
signed line of 75% and 1o Aspen Insurance UK Limited for a signed fine of 25%. Swiis Relnsurance Compcny Limlied and Aspen insurance UK
Limied have financial strength rafings of "AA-" and "A” respeclively. The excess of loss cover, under the raw trealy amangements, has been set

af $50,000.

Clalms Management - claims are handled in-house by the Company's own claims department. Staff are aliccated setiling limits and authorities
commensurate with thelr leveis of experience. These authority iimits are reviewad regulasly. Overall auttarity and ciaims maonagement 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 wilh re glstered banks or Co-op Money NZ.

Geographical Spread - the Company regularly analyses and reviews lts geographical spread of risk to enisure s Insurance operations are not
overexposed in any one region.

Terms and Condltions of Insurance Confracts - The insurance confracts v.ritten are entered into on a standard form and on an instalment or
annual payment basls. There are no spacial ferms and conditions In any non standard contracts that would have a matedal impaci on the
financlal report.

Credit Risk - Financlal assets or llobillities arising from insurance contracts ore presented on the Stalemen? of Financlal Posiion. These amounts
best represent the maximum credit risk exposure at reporiing date. The credit risk exposure on Life and Cither nsurance confructs relates
exclusively fo the Co-op Money NZ's Member credit unions. The credit risk relating fo the Company's mo*or vehicle insurance contracts relales
primarlly to premium receivable which Is due from infermediaries.

interest Rate Risk - The undemwriting of the disabliity component of the Other Non-life product creates art exposure 1o interest rate risk because
the temminatlon dates of the outstanding claims liability vary according to the term of the underlying loar: or savings account. However this
exposure hcis historically been low as approximately 90™ of claims ferminate within 12 months. The underwriting of life and motor vehicle
insurance contracts creates no exposure to fhe risk that interest rate movements may impact the value of the cutsianding clalims iabiity. The
outstanding claims liakility is not discounted due ta the very short ferm nature of the claims.

Operational Risk - Operationat risk is the risk of financial less (including tost opportunifies} resulfing from exieinal events and/or inadequate or
fdiled internal procerses, people and systems. Operational risk is identified ond arsessed on an ongoing basls and the capltal management
strategy Includes consideration of operational isk. Mancgement and stalf are responsible for identifying. assessing and managing operationol
fisks in accordance with thek rotes and responsibiiities.

Sensiitvity Analysls

Sensiflvity of risks relates primarily to the risk margin assessments which are set out above. These are reviewed annually and change in accordance
with current best esfimates using advice of the Appointed Acluary. The financial impact of these sensiiivity changes are:

2017 2016
5 $ $
Sensiilvily Calculafions Balance Sensitivity Balance
Outstanding Clolms 2,995,018 2581969
Reopening allowance 10% higher 3,000
Reopering allowance 10% lower { 3.000}
Claim estimates 10% higher 300,000
Claim estimates 10% lower { 300,000}
Administration costs 10% higher 20,000
Adminisiration costs 10% lower { 20,000}
IBNR 384,577 377,000
Claim reporting 10% longer 135,000
Claim reporting 10% quicker { 123,000
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3.379,595

2,958,969

$
Sensiivily

3,000

{ 3,000)
258,000
(258,000
20,000
{20,000)

132,000
{121,000
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FUTURE FUNDED PREMIUMS
Future funded premiums includes policies that provide cover for up to 3 years. 20017 2016
$ $
To be collected within 12 months 5,227.304 3,787,811
To be collected after 12 months 2,928,039 1,873,762
8,155,343 5,661,573
DEFERRED ACQUISITION COSTS
Reconclliation of Movemenis for the Fnanclal Year
2017 2016
$ S
Opening Defened Acquisifion Costs 958,445 283762
Acquistiion Cosls Paid 2,666,731 2,443.024
Acquisition Costs Released (2.448,422) 1,768,341
Closing Defered Acquisiion Costs 1,176,554 958,445
To be expensed wilkin 12 monihs 705,932 571,081
To be expensed after 12 months 470,622 387,364
1,176,554 958,445

Acquisition costs are commission costs and represent seller and agency commisslons paid fo third parfies to acquire Insurance policies.
Commissions are paid up front upon receip! of premium and axpensed over the fife of the policy.

UNEARNED PREMIUM LIABILITY
({a) Reconcliation of Movements for the Financial Year

2017 2016

$ $

Opening Uneamed Premium Uability 4,571,235 2,152,368
Gross Written Premium for the Period Before Cancellotions 17,256,755 14,399,397
Premiums Cancelled During the Year (2,943,687 { 1,344,442)
Premiums Recognised Duing the Year {12.304,393] { 10.616,108]
Clasing Uneamad Prernium Licbility 4.579.910 4,571,235
To be earned within 12 months 4,217,504 3,058,333
To be eamed after 12 monihs 2,362,408 1,512,902

6,579,910 4,571,235

(b) Licbillly Adequacy Test

The Appoinied Actuary has assessed the unexpired risk reseve 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 ¢laims and providing other adminisiration services required to manage the policles over
that time. The actuary’s view is that the unexplred risk reserve In respect of in-force policles is approximately 4.0% (2016 : 2.0% lower) higher than the
uneamed premium provision. The conduct of the fiabillty adequacy test Identified a shortfall ot the level of 75% iikelhood of sufficiency (2016 :
surplus at the level of 75%).

INSURANCE PROVISIONS

The Company has a Anancial Strength rafing of ‘BBB-' ssued by Aich Ratings on 17 December 2013 and affirmed in February 2017. The Company's
reinsurance programme is struclured to adequately protect the Company’s soivency and capital position. It covers per risk and event losses in
New Zealand on the Company’s motor vehicle Insurance book. The Counterparty reinsurers are Swiss Reinsurance Company Lid and Aspen
Insurance UK Lid which have a credit rating of "AA-" and "A” respectively.

OTHER INCOME 2017 2018
3 $
Litigation setflement N 500,000
Other Income 1,304 12,864
YOTAL OTHER INCOME 1,304 512,864
INTEREST INCOME 2017 2016
$ $
Co-op Money NZ Call Account - 24814
Interest on Deposis 148,332 222,218
TOTAL INTEREST INCOME 148,332 247,032
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EMPLOYEE COSTS

Salares
Other Staff Costs
TOTAI EMPLOYEE COSTS

DIRECTORS' FEES & EXPENSES

Directors’ Fees
Directors’ Expenses
TOTAL DIRECTORS' COSTS

AUDITOR REMUNERATION

Auditor's Remuneration

- Audit Fees paid to PicewdaterhouseCoopers
-Taxation Compliance

-Other Statutory Retums

TOTAL AUDITORS REMUNERATION

TAXATION

Income Tax Recognised In Profit or Loss

{Loss)/Profit before Taxation

Income Tax ot Current Rate of 28%

Exempt income

Dividends on Perpelual Preference Shares

Creation of loszes/{Ufilisafion of losses not previously recognised) os
deferred tax assets

TAXATION EXPENSE

Cumrent Tax Assefs
Tax Refund Receivable

2017 2015
$ $
822,793 475,354
84,204 1,706
908,999 477,060
2017 2016
§ $
24413 9,582
- 1,564
24,412 11,146
2017 2014
$ $
45,100 43,200
15,000 8,000
6,000 5950
66,100 57,150
017 06
S H]
_{338,860) 380,351
{94,881) 106.498
- { 140,000)
{ 35,000} { 35,000)
129,881 68,502

Toxation losses have been recognised to the extent of the deferrad fax liability on iemporcry differences. The additional tex losses have not
been recognised because there is not sufficient probability of foxakle profits in future years to offset such losses. Tax losses are subject fo Inland
Revenue astessment in the next tax refum and shareholder conlinuity requirements. Tax losses not recognised are $2.856.154 ($799.723 at the fax

rate of 28%) {2016 : $2.637.120 ($738,394 at the tax rate of 28%)).

Defemed tax assets/{llabllities recognised are comprised of:
Deleired Tax Balance

Defeired Tax Liabilities:

Intangbles

Deferred Acquisition Cosls

Deferred Tax Assets:
Provision for Employee Entitiements
Tax Losses Recognised

Imputation Credif Account

2017 2016
$ $
{38,862 { 31.035)
[ 329,435) {267,367)
[ 368,297) (298402)
7.958 7.664
360.339 290,738
348,297 298,402

The balance of the Imputation Credit Account at 30 June 2017 Is $Nil {2016 : $NII).
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EQUITY

Accumulated Deficit

Balance at the Beginning of the Yeor

Dividendls Pald on Perpetual Preference Shares
Dividends Paid on Ordinary’ Shares

Total Comprehensive (Expenses)/income for the Year
Balance at the end of the Year

Caplial
Fully Paid Ordinary Share Capital -17,250,000 shares (2014 : 17,250,000 shares)

Perpetual Preference Shares - 1,250,000 shares (2016 : 1,250,000)

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

Dividends per Share In cenis per share
Pempetual Preference Shares
Ordinary Sheres

CASH AND CASH EQUIVALENTS
Caosh and Bank Balances

Cal Deposits
Balance ai Year End

INVESTMENTS

Bank Term Deposits

ACCOUNTS RECEIVARBLE

Trade Receivables
Provision for Insurance Peollcy Cancellations
Bolance ot Year End

EXPECTED RECOVERIES
Gross recoveries

Provisions for Non Recoveries
Balance at Year End

Page 21}

2017 2014
$ $
{12,327,647) { 12,583,020}
{ 125,000) | 124.998)
(338,860) 380,351
(12791.527)  (12,327.467)
17,250,000 17,250,000
1,250,000 1,250,000
18,500,000 18,500,000
5,708,473 6,172,333
—— R
10.00 10.00
2007 2016
H $
1,230,191 203,440
745,111 1.922.544
1.975,302 2,125,984
=]
2017 2016
H S
4,120,052 5372012
4,120,052 5,372.012
— 1. |
2017 2016
$ $
56,905 630913
{ (3.564)
856,904 627,349
017 2018
$ $
291,653 389.296
[63.642) {296,893)
158,011 92,403
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2017 2016
19  PROPERTY, PLANT AND EQUIPMENT $ $
Fumiture, Filtings, Office Equipment and Vehicles
Opening Cost at Beginning of Year 1,116 46,672
Additions 509 -
Disposals - ( 35,556)
Closing Cost at Year End 11,625 11,116
Opening Accumulated Deprecialion at Beginning ol Year 3,598 37.987
Depreciation Expense 1172 1,167
Disposals - { 35,556)
Closing Accumulated Depreciation at Year End 4,770 3,598
Net Book Value at Year End 6,855 7518
Computer Equipment
QOpening Cost at Beginning of Year 15,262 14N
Additions 1,240 3,851
Disposals - -
Closing Cost at Year End 16,502 15262
Opening Accumulation Depreciofion at Beginning of Year 12.452 10,323
Depreciation Expense 1.795 2,159
Disposals - -
Closing Accumulated Depreclation at Year End 14277 12482
Net Book Value at Year End 2,225 2,780
Total Canylng Amount at Year End 9.080 10,298
Loss/(Galn) arising on disposal of property, plant and equipment - [ 6,973}
Thete were no impairment losses In respect of property, plant and equipment.
20 INTANGIBLES
2017 2016
Compuler Software 1] L
Opening Cost ot beglinning of Year 1.134,112 959,263
Addifions 194,220 174,849
Intangibles Wiftten Off [ 74,190) -
Closing Cost ot Year End 1,254,142 1,134,112
Opening Accumulated Amortisation at Beginning of Year 723,478 540,241
Amorlisation Expense 144,001 183217
Intangibles Written Off { 74.190) -
Ciosing Accumulated Amortisation at Year End 793,289 723478
Net Book Value at Year End 460,852 ! 410,634
2017 2016
21 ACCOUNTS PAYABLE $ 5
Trade Payables 361,624 525,614
Employee Expensas Accrued 112,678 273N
Premium Rebate Accrual 404,385 807.408
Other Accrued Expenses 262,008 131,694
1,140,725 1,492,087
iy A
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CONTINGENT LIABILITIES
There were no material contingent llablililes cutstanding at 30 June 2017 (2016: $Nij.
FINANCIAL INSTRUMENTS

Financlal Risk Management Objectives

Co-op Money N1 provides services fo the Company, including co-ordinating access to funding, a freasury function, providing banking faciiifies,
and managing extemnal banking relafionships. The Company does not enter Into or trade financial insfruments for speculalive purposes.

Caplial Risk Management

The Company manages ifs capital resources fo ensure that if will be abie fo withstand the assessed business and financial tisks arising from
operations. The level of capltal investment is datermined by reference to market norms and the requirements of extemal agencles such as rating
agencies or reguiators.

The Board of Directors and management of the Company reguiarly review the capital adequacy of the Company using the Reserve Bank of New
Zealand’s solvency stondards fo delemnine the Company's needs [See 3{a)).

financial Assefs and Labiifies
The carrying amount of all inanclal cssets and kablbties are corsidared o be equivalent o their fair value.

Financlal instrumenis by category

2017 2014
$ $

Loans and receivables

Cash and cash equivalents 1,975,302 2,125,984
Invesiments 4,120,052 5,372,012
Accounts receivable 856,904 627,349
Expected Recoveres 158,011 92,403
Fulure Funded Premiums 8,155,343 3,661,573
Total loans and receivables 15,265.612 13,879,321
Total financlal assets 15,265,612 13,879,321
Other financial tiabliities at omortised cost

Accounis payable 1,112,305 1,464,716
Reinsuronce payable 85,139 1,492,087
Qutstanding Claims Liability 3,379,595 1,492,087
Total other financial licbilities at amortised cost 4,577,039 4,448,890
Total financlal liablifles 4,577,039 4,448,890

Interest Rerfe Risk Management

Interest rate risk Is the risk of loss to the Company arising from adverse changes In Inferest rates. This exposure In raspect of Stalement of Financial
Position Assels and liabllities depends on the degree of mismatch between the value of Interest sersifive cssets and Rabilities. The riek is managed
by investing on a short term basls as far as possible. The tables that follow show the relationship between interest sensitive financial assets and

fiabiities.
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As at 30 JUNE 2017 Average Lessthan3 3 monthsto 1 1-2 years 2-5years 5+ yecus Non Inferest Total
interest  months yeor Sensiive
Rate
Assefs
Co-op Money NI Cail
Account 1.8% 305,000 . - - - 305,600
Other Cash Balances 28% 1,670,302 - - N - - 1,670,302
Investments 3.1% 4,120,052 - - - - - 4,120,052
Accounts Recelvable - - - 856,904 856,904
Expected Recoverles - = - = - 158,011 158,011
Future Funded Premiums - - - - 8,155,343 8,155,343
6,095,354 - = - 9,170,258 15,265,812
Uabliiiies
Accounts Payable - = - 1,112,305 1,112,305
Relnsurance Payable - = - - 85,139 85,13¢
Qutstanding Claims Liabikty - - - - 3,379,595 3,379,595
- - - - - 4,577,039 4,577,039
On Balance Shee! inferest
Sensiivily Gap 6,095,354 - - - - 4.593,21% 10.483.573
As at 30 JUNE 2014 Average  |essthan3 3months to 1 1-2 years 2-5years 5+ yoars Non Interest Total
Inleresi  months yeoar Sensitive
Rale
Assels
Co-op Money NI Call
Account 23% 100,000 - - - 100,000
Other Cash Balances 28% 2,025,984 - 025,984
Investments 3.03% 5372012 - - - 5372012
Accounts Receivable - - 827,34% Ge7.240
Expecied Recoverles - - - 92,403 92,403
Future Funded Promiums - - - 5.661.573 5,661,573
7.497.99% - - - ol 4,381,325 18,879,321
Liobiitles
Accounts Payable 1,492,087 1.492,087
Reinsurance Payable - 80,976 0,978
Quitstanding Clalms Liability - - - 2,958 949 2,958,949
- - - - - 4,512,032 4,512,032
©On Balance Sheet Interest
Sensliivity Gap 7,497,998 - - - . 1,869,293 9,387,289
Inlerest Rate Sensifivily Analysis

The sensitivity analyses have not been calculated as there are no floating rale assets or liabilities ot 30 June 2017 (2014: $NiY).

Credit Risk Management

Credit risk refers to the risk that a counterparty will default on its contractual obligations resuliing In financlal loss to the Company.

Risk Is minimlsed by invesfing with Regisiered Banks or Co-op Money NZ who maintain a well diversified irivestment portfolie with controls over
maturly, counterparty and conceniration of Investments. Accounts recelvable are spread widely amongst resellers who are acfively managed

for debl collection.

The canying amount of finoncial assets recorded in the financlal statements, which is net of Impakment losses, represents the Company's
maxdmum exposure to credit risk.

Investments In Anancial Assels are made in accordance with the Liquidity and Market Risk Policy which reads as follows:
Co-op Insurance NZ may invest in the following New Zealand Dollar denominated cash, debt securities and fixed Income products:
» Call and Term Deposlis with Co-op Money NI
= Govermnment Guaranteed Securities, Treasury 8llls and Bonds

» Local Autharity Securities

» Local Govemment Funding Agency Securifles
» Registered Bank Deposlis or Certificates of Deposit
= Commercial Paper and Money Market Securlties.

* Corporate Bonds
» Bank Bllls
*» Floating Rale Notes

= Infiation Linked Govemment Bonds
Other than investments with Co-op Money NI's Central Bank, all Invesimenis must have o minimum credit rating of A2 shorl term {less than 365

days} and BBB long temn from Standard & Poor's, Moody's or Rtch scale equivalent.
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liquidity Risk Management

Liquidily risk Is the risk that the Company will have difficulty In meeting commitments associated with its financlal flabilities and future
commitments. The Company manages ifs exposure to Iquidity iisk by maintaining sufficient liquid funds o meet its commitmenis based on
histerical and forecast cash fiow needs,

The fables that follow detall the Company's remaining confractual maturity for its financial assets and liabilities, The tables have been drawn up
based on the undiscounted cash flows of financlal assets and Habllifies based on the earllest date on which the Company can be required to
pay. The table includes both interest and princlpal cash flows.

As at 30 JUNE 2017 Less than 3 3 monthsto 1 1-2 years 2-5 ysars 5+ yoaus Total
months yeor

Assets

Cash and Cash Equivalents 1,975,302 - - - = 1,975,302
Investments 4,120,052 - - = - 4,120.052
Accounts Receivable 854,904 - - - - 856,504
Future Funded Premiums 1,821,722 3.405.583 2040155 857,884 - 8,155,343
Total Financial Asseis 8,773,980 3,405,583 2,060,155 857,084 . 15,107 401
Labiiittes

Accounts Payable 1,112,305 - . - - 1,112,308
Reinsurance Payable 85,139 - z . B5.139
Unearmed Premium Liobility 1,469,805 2,747,699 1,662,178 700,228 - 457,910
Ouistanding Claims Liability 3.379.595 - . - - 3,379,595
Total Financlal Liabfities 6,046,844 2,747,697 1,662,178 700,228 . 11,156,949
Net UquidBy Gap 2,727,138 457,884 392,977 167,656 - 3,950,652

As ot 30 JUNE 2016 Lless than 3 3 months to 1 1-2 years 2-5years 5+ years Total
months yem

Assels

Cash and Cash Equivaients 2,125,934 - z - 2,125,984
Investments 5372012 - - 53r2,012
Accounts Receivable €77.349 = - - - 627,349
Future Funded Premiums 1,442.853 2,344,958 1,233,411 640.350 - 5661 573
Total Ananclal Assets 9,568,198 2,344,958 1,233,411 £40.350 - 13,786,718
Liabiiitles

Accounis Payable 1,492,007 - = : - 1,492,087
Reinzurance Payable 80,976 - - - 60.976
Uneamed Premium Liability 1,164,980 1,893,353 995,874 517026 - 4,571.235
Outsianding Claims Liabliity 2,258,969 - - - - 2,958,569
Total Financlol Llablliies 5677.012 1,893,353 995,874 517,028 - 9,083,267
Net Liquidily Gap 3,891,184 451,605 237,637 123,322 B 4,703,651

24  FAIR VALUE MEASUREMENTS
Falr Valve of Financlal Inshuments
Fair value measurements are recognised through the Underwriting and Statement of Comprehensive Income.

Financial instroments are categorised info 3 levels:

Level 1 fair value measurements are those derived from quoted prices (unadjusted) in aclive markets for Identical assets or llablitties.

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 liablllty, either directly {lL.e. as pdces) or indirectly (i.e. derived from prices).

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

The Directors consider that the camying amount of financlal assets and financlal fiabilifies recorded at amontised cost in the financlal statements
approximate thelr fair values. Cash and Cash Equivalents and Investments are balances held with financial Institutions ot corent Interest rates
on ovemight or short tem invesiments and approximate fair value as the rates approximate cument rates and there is low sk of default by the
banks.

Investments In shorl-term deposits have been classified as Level 1.

bwce
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25 RELATED PARTY DISCLOSURES

Parent Company
The Parent Company Is CU Securiiles Limited.

Ulimate Conirolling Parly
The ultimate controlling party Is Co-op Money N1
Transactions with Parent and Uliimate Coniroliing Enfity 2017

$
Informaticn technology services charged by Co-op Money NI 425,349
Management services charged by Co-op Money NZ 850,105
Rent charged by Co-op Money NZ 101.122
Porifolioc Management Fees by Co-op Money NZ 5.497
Dividend paid on Perpetual Preference Shares 125.000
Interest Income from / (expense to) Co-op Money N2 [8.902)
Insurance services were provided to Co-op Money NZ 3,826

2018
$

628,593
1.378,957
70,528
7.044
124,978
24,814
4776

Mone of the terms or conditions of these services has changed since the Company joined the Co-op Meiney NI Group.

Related party fransactions were made on terms equivaient to those that prevall In commerclal fransaciions.

Due (10} / from Related Parties 2017

$
Co-op Money NZ provides banking facllifies fo the Company. The amount held in curent
accounts and on short term deposit was 1,535.191
Included in Accounis Payable, due to Co-op Money NI 14,123
Included In Accounts Receivable, due from Co-op Money NI 450

These amounts do not bear inferest and ure payable on nomal frading terms.

Key Manag 1 Py | Compensation

Compen-ation of $24.413 was paid by the Company to the independent external director until 28th Apri- 2017. No compensation was poid o

any other Director or executive, being the key management personnel of the entity.
Directors and staft may insure vrith the Company.
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26 RECONCILIATION OF (LOSS)/PROFIT AFTER TAX TO NET OPERATING CASH FLOWS

207 2018

$ $
(LOSS)/PROFIT AFTER TAXATION (338,8460) 380,351
Adjustment for Non Cash ltems:
Depreciation : 2967 3326
Amortisation 144,001 183,217
Loss/(Gain) on Sale of Assels - {6973)

148,968 179,570
Movements In Working Capltal
{Increase) In Accounts Recelvabie { 229,555) { £8.035)
Decrease In Expected Recoverles { 65,608) 27,301
{Increase) in Future Funded Premlum {2,493,770) {3,568.714)
{increase} In Defered Acquisition Costs [ 218,109) { 674,683)
[Increase)/Decreasse in Prepaid Expenses { 3.269) { 400)
Increase In Tax Payable 1,638 [.¥]
Increase/{Decrease) in GST Payable 16,789 { 8.758)
Increase/{Decrease) in Uneamed Premium Liobility 2,008,675 2,418,847
Increase/(Decrease) in Quistanding Claims Liability 420,626 517.422
Increase/{Decrease) in Accounts Payable {351,342) { 108,95¢)
Increase/(Decrease) In Reinsurance Payable 24,163 41,806

{ 889,782) { 1,424,108)

NET CASH FLOW FROM OPERATING ACTIVITIES ( 1,081,674) { 844,187)

27 COMMITMENTS

The Company has cammitted to projects for the development of software amounting o NIl {2014: $113.442) for completion In the next financial
perod.

28 SUBSEQUENT EVENTS

On 31 August 2017, the Co-op Insurance N2 Board accepted an offer for the sale of the Co-op Insurance NZ Insurance business fo Provident
Insurance Corporation Limited. The offer is structured as a porifolio deal under which Provident will assume policy llablifies from the completion
date targeted 1o be 1 November 2017. The offer Is condlfional on a number of standard conditions including Reserve Bank of New lealand
approvail,
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STATUTORY DECLARATION

2017 2018

§ $

The net {loss)/surplus of the Company for the perlod under review after tax was: {338,840) 380,351
Reserves
Accumvulated Losses
Opening Balance {12.327,647) [ 12.583,020)
Dividend Declared - -
Interest on Capital Converiible Note . _
Dividends Pald on Perpefual Preference Shares { 125,000} [ 124998)
Net |Loss)/Surplus for the Year ( 338,860) 380,351
Balance at End of Year o 12791,527) (12,327.667)
General

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

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

The Directors believe the state of the Company’s affairs to be satistactory.

Directors’ interest In cantracts:
During the peilod, the Board recelved nofice 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 informalion:
The Board received no notice during the perlod from the directors requesting to use, disclose or act on company informeation.

Remuneration and other benefits:
Remuneration of $24,413 was paid to directars during the year (2016 : $9,582).

Employees of the Company receiving remunerolion in excess of $100,000 per annum:

2017 2014
Remuneration
$110,000 - $120,000 1 1
$120,000 - $130,000 - -

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

Donatlons:
No donalions were made to any chariiies during the year.

Board & Governance

Co-op Insurance NZ has adopled the Corporate Governance In New Zealand ~ Principles and Guidelines publication endorsed by the Anancial Markets Authority to
review and eport on iis govemance practices. Delails of the directors are set out on page 3 of this report.

The directors of Co-op Insurance NZ are appointed by the Board of its parent Co-op Money N2 together with the Chief Executive Officer of Co-op Money NZ.

1. Enauring solid foundailons for management and ovaersight

Co-op Insurance NZ has procedures designed fo:
« Enable the Board fo provide sfrategic guidance and effeclive oversight of management
« Clarify the roles and responsbliities of Board members and senlor executives In order to faciftale Board and management accountability 1o 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 NI's cssals and act in lis interests. f exercises this obligation through the
appraval of appropriate organisational stralegy and processes.

Co-op Insurance NZ achieves Board and management accountability through wiitten terms of reference [policies), and a formal delegation of authority to the
Chief Execufive. The Chief Execullve is charged with the day-to-day leadership and management of Co-op insurance NZ.

2, Shucturing the Board fo add valve
Directors believe that for the Board fo be effective It needs to facilitate the efficient discharge of the duties imposed by low and 1o add value to Co-op Insurance
NLZ. To achleve this, the Board Is organised in such a way that it:

* Obtains a proper understanding of, and competence 1o deal with, the cument and emerging Issues of the business.

¢ Can effactively review and challenge the performance of management and exerclse independent judgment.
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Board composition
Co-op Insurance NZ's Board is curently composed five directors, three elected by its parent entity Board Co-op Money NZ, an independent extemal director and

the Chlef Execulive Officer. The Co-op Money N2 elected directars are all slected 1o the Ce-op Money NZ Becard by the Member cradlt unlons 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 bask. All direciors excluding the CEO are
consldered to be Independent directors.

Board process
Although the directors each bring special experfise or perspectives 1o Board deliberations, declsions of the Board are made as a whole after taking each

perspective Info account and In the best Inferests of Co-op Insurance NZ.

The Directors receive comprehensive information on Co-op Insurance N2's operations before each meeling and have vnresticted access to any other information
or records, Senlar management s avallable and aftend relevant sections of Board meetings to address queries and fo assist in developing the Board's
understanding of the ssues tacing Co-op Insurance NZ and the performance of the business.

Directar participation remains very high with all Directors being present at the malority of meetings. in addition fo regular Board meetings an annual sirategic
planning process occurs.

The Strategic Plon for 2017 to 2019 has been approved by the poreni and Management reports regularly on Progress toward achievement of the KPls embedded in
the plan,

3. Promoting ethical and respomsible decision making

Co-ap insurance NI has wiitten procedures to claiify 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 inferests. Co-op Insurance NI 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
reque .ted by the Board, for the purposes of reviewing any complaint received in accordance with the Code of Ethics.

5. Making Himely and balanced disclosure

Accountiabily 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 resulls and dividend. Any advice on a change of eamings forecast requires the Chlef Execuiive Officer and Chief Financial Officer to seek
prior approval from the Audit & Risk Committee ond the Board.

6. Respecting the right of Insured parties

Co-op Insurance NZ seeks to ensure that its Insured pariles understand iis activitles by:

« Communicating regularly and effectively with them.
+ Giving ready occess fo balanced and clear information about Co-op Insurance NZ.

To assist with this, o Co-op Insurance NZ webslte i malniained with relevant information Including coples of presentations, reports and media releases. The annual
report is avatiable m elecironic tormat rom Co-op Insurance NY.

7. Recognising and managing risk

Co-op Insurance N2 has a formalised system for identif;ing, overseeing, managing and controlling risk. The Board is uitimately responsible for the oversight of risk
management and setting Co-op Insurance NZ's risk appetite and toleronces. The Audit & Risk Commitiee asslsts the Board in discharging ifs responsibilities with
ragards the ovenight of risk management. The processes Involved require the malntenance of a governance Jevel Risk Monagement Framework and a Risk Register
1hat identifies key operationai risks facing the business and the status of varlous Iniflatives employed fo reduce them. A Risk Appetite Dashboard Is maintained which
shows performance agalnst Board approved iisk tolerances and highlights any deviation from compllance with the risk tolerance.

The Audit & Risk Commitiee Is responsible for designing an internal audlt programme addressing the adequacy of intemal controls relaled to Co-op Insurance NZ's
liquidity, market, operafional and insurance risks. The committee k also responsible for overseeing the audit programme designed to fest the adequacy of infemal
cenirok related to the Infomation Services operated by Co-op Insurance N2,

8. Encouraging enhanced performance

Directors and senior executives need fo be equipped with the appropriate knowledge and information to discharge their resporsibilities effectively and be assured
that indlvidual ond collective performance ks regularly and fairly reviewsd.

Board policy provides financial resource ior directors’ ongolng iraining and education with a formal appralsal process that Includes the chairman. On appointment
directors receive an education and development allowance for their fwa year term. This Is specifically for professional development, education and tralning that will
be of direct bensfit to thelrrole os an Co-op Insurance N2 director. As part of the annual review of iis govemnance processes, the Board evaluates annudlly the
performance of the Chief Executive,

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

In addition to these annual performance reviews, the significant policy lssues, annual budget and capital expenditute declsions of management are put thiough a
formal Board review process.

Page 29



Co-op Insurance NI

9. Remunerating fakiy and responsibly

Remuneration philozophy
Co-op Insurance NZ's remuneration strategy aims to aktract, retain and mofivate high calibre employees at il levels of the organisation, and so diive performance

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

Underpinning this sirategy & a philosophy that all employees should be appropriately and competitively rew arded. Total remuneration for senlor executives
caomprises a base salary Includling the value of any benefits and may include a shori term variable Incentive in the form of an annual performance related paymerd
that requires achlevement of a mix of financial and business targets.

N stive directors’ rer alion
The Company remunerated the non-executive extemal director In the amount of §24,413 during the year. All other non-executive directors are compensated by Co-

op iMoney NZ.

Directons’ development allowance
Directors are allocated a $6,000 development allowance per three yeor term by Co-op Money NZ to be use dl with Board approval o gain personal development
relevant to the Direclor's identified needs to enhance thelr performance as a Co-op Money NZ /Co-op Insurance NZ Director.

Dlreclors’ Insurance protection

Co-op Insurance NZ maintains appropriate Personal Accideni cover as well as Directors' Liability Insurance for its directors The Personal Accident caver for directors
provides for full proceeds being paid to the insured director or thelr estate, in the event of a claim being made. The Directors’ Uability Insurance ensures that the
directors will suffer no financial loss as a result of actions laken by them as directors, provided that they oper:=te with due dillgence and within the law.

Chief Breculive Officer's remuneration
The Chief Execufive Officer is paid by Co-op Money NZ. He is nof remunerated for his role as an Executive Director of the company.

10. Recognising the leglimote imaraest of stakeholders

Co-op Insurance NZ recognises that It has a number of legal and other obligotions to stakehokders such as e mployess, regulatory authorities, suppliers and the
communily as a whole. lis commitmenl o these obligations s captured In our Code of Ethlcs and varous palicies and procedures for ethical conduct, the
responsibiify to employees and relatianships with suppliers and customers. These are incorporated into the e mployment terms of all employees.

Holding securities
No director or execulive of Co-op Insurance N2 holds any personal beneficki! Interest in Co-op Insurance N2.

Other Inlerasts
Directors and sloff may insure vith Co-op Insurance N2 under the standard terms and conditions offered to *~e general publlc,

Compll with corporate g e best practice
Co-op Insurance N2 seeks to meet the piinciples uf besi praciice for New Zealand directors as promulgated by the Four Plllars of Effective Board Govemance as
published by the Institute of Directors in New Zealand.

Page 30



Davies Financial and Actuarial Limited

\. /

20" October 2017

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 2017 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 2017. “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, Building 1, 61 Constellation Drive, Mairangi Bay 0632 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



3. I am independent with respect to Co-op Insurance NZ 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-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 2017. The company transacts both classes of
business.

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, Building 1, 61 Constellation Drive, Mairangi Bay 0632 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



Davies Financial and Actuarial Limited

\. /

20" October 2017

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

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

Insurance NZ): — Solvency Return as at 30" June 2017

I would like to confirm the following:

1. I have calculated Co-op Insurance NZ’s solvency position under the Solvency
Standards for Non-Life and Life Insurance Business 2014 respectively, issued
by the Reserve Bank in terms of the Insurance (Prudential Supervision) Act

2010.
2. The results of this assessment as at 30™ June 2017 can be summarised as

follows:

Shareholder /
Combined non-life Life
Total solvency requirement: 5,000,000 3,543,016 100,747
Total equity: 5,708,477 5,163,143 545,333
Less computer software, excess DAC 460,852 317,789 143,064
Less post-balance date dividends / capital repayments: 0 0
Actual solvency capital 5,247,625 4,845,355 402,270
Solvency margin: 247,625 1,302,339 301,523
Solvency cowerage: 105.0% 136.8% 399.3%
Target capital 5,250,000
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The position at previous six-monthly assessments was as follows:

December 2016
Shareholder /
Combined non-life Life
Total solvency requirement: 5,000,000 2,589,386 97,967
Actual solvency capital 5,550,463 4,806,496 743,968
Solvency margin: 550,463 2,217,110 646,001
Solvency cowerage: 111.0% 185.6% 759.4%
June 2016
Shareholder /
Combined non-life Life
Total solvency requirement: 5,000,000 1,938,706 97,186
Actual solvency capital 5,761,699 5,034,906 726,793
Solvency margin: 761,699 3,096,199 629,607
Solvency cowerage: 115.2% 259.7% T47.8%
December 2015
Shareholder /
Combined non-life Life
Total solvency requirement: 5,000,000 2,931,264 86,593
Actual solvency capital 5,406,706 4,950,337 456,368
Solvency margin: 406,706 2,019,074 369,776
Solvency cowerage: 108.1% 168.9% 527.0%
June 2015
Shareholder /
Combined non-life Life
Total solvency requirement: 5,000,000 2,428,240 96,276
Actual solvency capital 5,497,978 5,022,978 475,000
Solvency margin: 497,978 2,594,738 378,724
Solvency cowerage: 110.0% 206.9% 493.4%
3. I have also prepared a four year forecast which indicates that the Company is

expected to remain solvent at all times over the next four years. My Financial
Condition Report for the year to June 2017 discusses the issues to monitor and
address over this time, in order to achieve these outcomes, notwithstanding the
flexibility that the Company has via the discretionary profit rebates to member
Credit Unions in respect of the profitable LoanMinder book.

My Financial Condition Report also notes that these “business as usual”
projections are likely to be superseded by the conditional agreement to sell the
Company’s insurance book to Provident Insurance, but also notes that in the
interim, the Company has to be managed as if this sale does not proceed.
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I would be very happy to answer any queries concerning this report.
Kind regards

Yours sincerely

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