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Davies Financial and Actuarial Limited
13" October 2016
To: The Directors
' Education Benevolent Society Incorporated
From: Peter Davies
Appointed Actuary
Re: Education Benevolent Society Incorporated (trading as

HealthCarePlus): 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
HealthCarePlus as at 30™ June 2016. “Actuarial information” includes the
~ following: : : :

- claim provisions and unexpired risk / unearned premium provisions;

- 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.
' ' BUSINESS & REGISTRIES
BRANCH, AUCK!IAND.
14 NOV 2016
Level 1, 3 Shea Terrace, Takapuna 0622 Telephone (09) 489-3551 e-mail: pdaviesi@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 HealthCarePlus 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. HealthCarePlus exceeded the minimum capital requirement of the RBNZ
Solvency Standard for Non-Life Insurance Business 2014, as at 30™ June
2016. The Society is also projected to exceed the minimum requirement at all
times over the next four years.

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

Yours sincerely

feke
/

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
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Education Benevolent Society Incorporated

Statement of Comprehensive Revenue and Expense
For the year ended 30 June 2016

Notes 2016 2015
$ $
Revenue
Contributions 3,823,432 3,740,460
Commission on Hospital cover & Life cover 694,640 734,145
Investment income 8 169,250 585,029
Other income 16,139 9,480
Total revenue 4,803,462 5,079,113
Expenses
Benefits
Benefits paid 4 3,408,248 3,282,003
Investment Expenses
Amortisation of bonds _ 9,123
Portfolio monitoring fee 17,745 10,858
17,745 19,981
Professional Expenses
Accounting fees 12,715 9,185
Audit fees 24,375 18,270
Actuarial and Legal Services 18 118,369 20,831
Health Funds Association New Zealand Membership 11,625 11,665
Insurance ombudsman 1,988 2,009
Strategic review and implementation 18 59,541 63,088
Ratings agency 23.808 24,713
252 421 148,762
Other Administration and overhead expenses
Staff salaries & related expenses 801,538 612,736
Rent & related occupancy 50,837 48,740
Depreciation and amortisation 37,081 33,856
Movement in IBNP provision 15 75,798 65,422
Bank charges 5,619 5,774
Computer expenses 17 88,841 68,706
Office administration 101,258 85,561
Printing, stationery, advertising 68,996 37,711
1,230,168 959,506
Total expenditure 4,908,582 4,411,342
Surplus / (deficit) for the year (105,121) 663.1?1
Other Comprehensive Revenue and Expense = -
Total Comprehensive Revenue and Expense for the year (105.131) 667,771
3

These financial statements should be read in conjunction with the notes to the financial statements.



Education Benevolent Society Incorporated

Statement of Financial Position
As at 30 June 2016

ASSETS

Current

Cash and cash equivalents

Trade debtors and other receivables
Prepayments
Accrued interest
Current investments
Total current assets

Non-Current

Non-current investments
Software
Property, plant and equipment
Total non-current assets

Total assets

LIABILITIES

Current

IBNP Claims Provision

Trade creditors and other payables
Employee entitiements
Contributions received in advance
Total current liabilities

Total liabilities

Net assets
=

EQUITY
Accumulated funds
Total equity

%{ Chief Executive 24 Date

These financial statements should be read in conjunction with the notes to the financial statements. 4




Education Benevolent Society Incorporated

Statement of Changes in Equity
For the year ended 30 June 2016

Notes 2018 2016
$ $

Accumulated Funds
Opening balance previously reported 9,456,174 8,788,403
Amendment - -
Revised opening balance 8,456,174 8,788,403
Surplus / (deficit) for the year (105,121) 667,771
Closing balance of accumulated funds 9,351,054 9,456,174
Total equity %351 054 91456|1 74

These financial statements should be read in conjunction with the notes lo the financial statements.



Education Benevolent Society Incorporated

Statement of Cash Flows
For the year ended 30 June 2016

Cash flows from operating activities

Cash was provided from/{applied to):

Contributions received

Commission on Hospital cover & Life cover

Other income

Benefits paid

Other expenses

Net cash fiows from/{used in) operating activities 9

Cash flows from investing activities
Cash was provided from/Aapplied to):
Investment income

Sale/(purchase) of investments

Purchase of property. plant and equipment

Net cash flows from/(used in) investing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
mmmm at the end uﬂm!g

These financial statements should be read in conjunction with the notss to the financial statements. 8
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(b}

{c)

{d)

(s}

Education Benevolent Society Incorporated
‘Notes to the financlal statements

Education Bantvolent Sociaty incotporated i  soclely incomoratad undsr the incorporated Socleties Act 1908, Its registered office is Level 5,
Education House, West Block, Te Aro, Weliington. Tmmmmummm&mrmmafsmaﬁmmmw
Immwwmmmwmmﬁ

mmmwmmmw&mmmummmuMMMMu’mmm

subscribars. Baragvement, birth and sick leave withoit pay grants ane also provided, mwmmm-mummu@-mwm

Reserve Bank of New Zealand in Apiit 2013.
msmhm_mmmnuamcmm«m(mabrmmmms.
The financial statements wire authorisad for issue by the Badrd of Directors on 30 September 2018,

Basis of Preparation

Statemasit of compliance N
Tha financial statements have been prepered on & guing concern basis, mmn«mmmw&wmm'
Praclices ("NZ GAAP™). They comply with Public Benefit Enfity Standerds (PBE Standards™) as sppropriate for Tier 1 Not-For-Profit entiiies.
The financial statements have been prapaned in sccordance with Tier 1 PBE Standards.

Tnomalmmmmmmmmmowmmwsﬁmummmwmmin
accondance with PBE standards.

Basis of measursment
The finencist staterments huve boen prepared on & historicel costs hasis, excapt for assets and liabilitias that have bean measurad m‘mr
vahe.

Presentation currency
The financiel stetements sre prasented in New Zealand doilars.

Changes In aceounting policles
The accounting policles adopted ane cormistant with those of the previous financial year,

Standarda Issued and not yet effective and not sarly adopted

In 2015, the External Reporting Board Issusd Disclosure Initistive (Amendments fo PBE IPSAS 1), 2015 Omnibus Amendments io PBE
Starkiards, and Amendments to PBE Standards and Authorttative Notice as a Consagquence of XRE A1 and Other Amendments. These
amendments apply 10 PBEs with reporiing periods beginning on or after 1 Janusry 2018. Tho Soclaty will apply these amendments.in
preparing its 30 June 2017 financial statements. The Society sxpecis there will be no effect in applying these amendments.

Use of sstimates and judgements

in preparing thess financial statements, the Society has mads satimatas and assumptions concerning the future. These estimates and
assumptions may differ from the subsequant actusl results, Estimates and sssumptions sra continually evaluated and ane based on bistoricat
axperience and other factors, inclucting expeciations of future events thet are believed to be reasonable under the circumetances. Where
material, information on significant judgemants, ealimetes and assumptions is provided in the relevant accounting policy or bote distlosure.




Education Benevolent Soclety Incorporated

Notes to the financial statements

3  Summary of significant accounting policlea:
The significant aceounting policies used in the praparation of these financial statements are summarised baftw:

{a) Cash and cash equivaients
Cush and cash squivalants intiuds cash on hand, deposils held on cali with banks, other short-term highly Bquid invastmerits with. original
manmth_l: of three monmths or less.

{b) Property, plant and egulpment
Al property, mmmwmbmwmmnmmmmwwmammmmmm Cwincmaes expendfwre
Mtbdmmmmtcﬂ\emuﬁmmdmm

ThofoﬂmﬁngmmmupmmraMhmmnmu atnchehuufpmpm Mnnﬁaquipmmt
Compirter aquiprment 10 - 40%
Furniture #nd fittings 20%

The residual vefus snd uwru! itfe of property, piant and squipmont is reascessad annuaily,

{c} Income recognition '
Ihcome is recognized in the Statament of Comprehensive Revenus and Ea@ametoﬂammuis pmbahlemtﬂmammcmm
witl flow 0 the Soclaty snd Income can be raadily measired.

Gonb&utbns&mwlcwwmmmbn
-Mmmwmmmmmummmuumhmwwmmewm Almmhnapporﬁonmmu
made for contributions and commiseions:.

- raceived prior to balance date and wmmmﬂnnmﬁmwvawumminadvm and

- racelved after balance.data that relate fo the curent financial year and recorded as accrued incoims,

Intarsst income & Dividends
interest incoms ix recognisad using the effectiva interest matiod.

Dividends are fecognised when tha right 1o receive e payment has baen establisted.

{d} Valustion and trostmont of Habilithes 10 subacribera

Amvmonhmmmrumpomdmwmmtmmmddmwpﬁwmmmmmmﬂmmm
raceive and setile claims not reported, mmmmnmmwmm

PBE- IFRsunswumeC‘mtmm gets out the methodology for measiring poticy Nebiliies. Mmmlwmﬂondfmmmmdmg
liabitities 2t batance date snd pertaining to the yesr then anded & carried out every year, An incuseed hut not pald (IBNP*) provisidn s
imnammmmmsmwmummmpmmwmmmmmmmmmum
sumwmmhmmmamnmmkm:mm

Ao:uaﬂalvmuamuaaoamzmundsaJumzowhmhnncammwmmmmmemmwmma(ofmvm
Financlal and Actuarial Limied).

The IBNP provision has besn detennined mwmmﬁnsammmmmmy&%mmm
No. 30 ~ Veluation of Ganarst Insurance Claims, mlawmnmmammmmmmmmm
_ paymmlpmm in conjunction with the benedfits pald axpenss for the 12 monthe endad 30 Juna 3016,

A-provision, known g8 8 ‘processing expense”, kmma&mammmmmmammvwmwwmmsw
proviglon, Mmmmagdmtpﬂwwmmmmodmm wmmmmmacmmm-mswu




. Education Benevolent Society Incorporated

Notes to the financial statements
" Valuation and trestiment of Babllitiss to subscribers (continuad)
The calculation of the IBNP Claims Provision includes the following additionel charges:

mmmmmmmu Dim-mmmdmmmmmwbewwmmmm An aliewance of 7.50%
(2015: 7.50%) has been provided for. This i charged on fop-of the base IBNP provision. Movements against prior year for this provisicn are
recognised in surplus or deficit via the Statement of Comprehensive Revenue and Expense. This allowsnce hes been sssessad as
mwmbhbmdmﬂnmﬁfmesm s overall level of expenses, the nature of claims incumed, ang the experiance of other similar
antitiss.

{i) Risk margin - A risk margin is to be inchuded in claim provisions, an afiowance of 4.00% (2018: 400%)hasboenprwiﬂdfor Witha
coufficlent of variation of 4.55% (2015: £.1%), and sesuming & normal distibution of ciakm resarves, this produces a resull which hes 4 75%
Hkelihood of sufficiency (75% ls the minimum margin prescribed by the RBNZ for its soivenicy standards). This is cherged on top of the bass
_IBNPprovis%m.Mmummmmmm“mhumwmmmwamm
Revenue and Expense.

{ili) Tha assumptions used [n the ceiculstion of the IBNF provision sm reviswed at each reporting dale, A summary of the significant actusrial
methods and assumptions used is est out In Note 15,

{e) Foreign currency transiation
Transacticns in foreign curmencies are converted st the New Zesland rate of exchenge at the date of the transaction, At balance sheet date
any forsign monetary assets and kabiiies are transiated at the cloaing rate and vasiations arising from these ransactions are inciuded tn the
investment income as either realised or unrealised movemsnt.

{N Financlal Instruments
A financial Instrument s any contract that gives rise to a financial asset of one entity and a financial Habifity or squity Instrument in another
entity.

Financial instruments ane comprined of trade deblors and othar recelvables, cash and cash equivalents. other inenclal assets and trade
creditors and other payables.

Initial recognition and measurement
Financial assets and financial liabidties are recognised indtisily at fair valus plus transaction costs attributable 1o the acquisitien, axcept for
those carried st fair value through surpius or deficit, which are measured at fair value.

Financial assets and financial Kabiities are recognised when the Soclety becomes a party io the mmm;prmmmmmm
instrument,

Cerecognition of financis! Instruments
Finamlanmlmdmmmnhmnmmmhhmﬂmmmnmndmumm of If the Soclaty transfars the
finencial asset to ancther party withott retaining control of substantiel 8l risks and rewards of the asset.

A financlal llability is derecognised when it is exiinguished, dischanged, canceiled or expires.




Education Benevolent Society incorporated
Notes to the financlal statements '

Subssquent measuremsit of financial assets

The subsequent maasurement of financial assais depends on their classitfication, which is primarily determined by-the purpose for which the
financial asgats ware mmummmmmammdmmum mmgnmonmumoffoumm
amln-evalumtnhduhmﬁonatum:wnmm

umum-mwmmmwmnmammm Different criteria to detemming impairment are apphied
wmmdﬂnmcm“sm which ave describad below.

The ciassification of financiet instruments info ane amm-mmm.,mmm for subsequent mensurament and whather
any mm&m maverents in valua are recognized lnﬂumpurkd :utpﬂmmnrm compnehansive revenus and Axpenss.

" The Socisty has mognnm hnwmmmmamummmm

,#)Lomawdrwdm

Loans and receivabies have fixed ormmmw mmmmm“mmmmm-dmmmm“
intanest method, mmmmmwmmmm mmwmmwmﬁu
catagory of financial instruments.

Rncaivnblosmmidqudforlmpaimnmmnﬂwmmamwmahurab]mmumwmnamcmuy
w!lldlhuit. .

w)mmummmwmorm

Tmmmmmminmwmmmkpaﬂufnpmﬂd&afmﬂmmwmwumatmmmmmmmmhmm
fortnesm_ It was deamed -mmhmmmmmummummnmnmummwmmdm

: Mummmmmmaﬁmmmmmmm m,wmmwmm measured at fair
.wmmmumwnmmammmm i

(u)Good-iMm'l‘u
Amunhmshownn&ofemdsm&m?u.mmmmmmmdmmmm“smﬁwmm

(b) Taxation
No taxation numnpmidsmmmmmmmsmummmmczwotmumemmmmom
mognlﬁananm mmmmﬂtfmm

[11] Emﬂmcmmmnh
. - Cisrrant entitiements

Employes benefiis, pmvloudymmm:mpmmm mmsmmmummmzmmmmamm
'moﬂundbmdonmndmmmummofm

Th_BIQ Iwh.s'h ularln and wigas accried up to the raporting date and annusl laave samsd, but not el Teken a the reporting date.

(h) lmngibb m

mmmwwmmmﬁmmmmmmmﬁmwm Intangibie assets are messiired at
: enmeu mmm mor&tﬁcnmdknmhmm

'_mmummmammqmemumwmmmmdmm

Tlu MWmuhmmm

10




Education Benevolent Society Incorporated

Notes to the financial statements

4

Benefits expense
The table below shows the number and monetary value of paid applications,
2016 2015

Type Number $ Number $
Bereavement 60 58,261 68 59,130
Birth 107 19,130 108 19,130
Complementary 4,909 464,957 4,735 420,784
Hospital 568 221,083 524 193,369
Hospital Excess 658 243,508 691 249,330
Major Diagnostic 286 93,384 294 86,015
Medical 13,556 1.811,488 13,879 1,808,869
Medical Appliance 290 44,704 285 34,470
Optical 2,828 309,936 2,791 353,077
Orthodontic 183 34,770 186 52,003
Sick Leave Without Pay 48 8,722 81 8,256
Dental 122 7,106 - -
Vaccinations 32 1,027 — =
Benefits Paid 23647 3,408,077 23,622 3,284,234
Increase (decrease) in year end accruals 171 (2.141)
Total benefit expense 3408248 3,282,093

2018 2015
Cash and cash equivalents :

s i)

Cash at Bank 60,769 52,950
Call Deposits 464,256 999,620
Total 525,024 1,052,570
The carrying amount of cash and cash equivalents approximates their fair value.
Cash at bank eamn interest at 0.55% (2015: 0.25%)
Call deposits earn interest at 3.55% (2015: 2.758%)
Property, plant and equipment : :

2016 2015
Computer equipment $ $
Cost
Opening 41,031 46,565
Additions 16,430 424
Disposal e (5,858)
Closing cost 57461 41,031
Accumulated iation
Open ing (38 ,743) (39.270}
Depreciation (8,776) (5.431)
Depreciation written back on disposal e : 5,958
Closing accumulated depreciation (47,519) (38,743)
Carrying value 9,942 2,288

1



Education Benevolent Society Incorporated
Notes to the financial statements

Furniture and fittings
Cost

Opening

Additions

Closing cost

Accumulated depreciation
Opening
Dej

Closing accumulated depreciation

Carying value
Total property, plant and equipment

7  Investments

Current
BNZ Term Deposits

Rabo Bank Term Depasits
Total current _

Non Current
Monitored Portfolio with Spicers / Mint
Total non-current

Total investments

Monitored Portfolio

Nature of investments

Cash management account

New Zealand equity investments
Overseas equity investments

New Zealand fixed interest investments
Overseas fixed interest investments
Total Monitored Investment Portfolio

The Soclety changed its investment manager from Spicers to Mint on 1 February 2016.

Impairment

The Society has assessed all investments for impairment as at 30 June 2016. The Society concluded that there was no impairment of any
investment at 2016 balance date (2015: $Nil impairment).

12

Wy



Education Benevolent Society Incorporated

Notes to the financial statements

10

1

Investment income
2018 2015
$ $
Unrealised fair value (gain)/loss on managed fund portfolio (86,608) 269,963
Interest on fixed interest investments 249,191 307,517
Interest on at call funds within cash and cash equivalents 6,667 17,548
Total investment income 169,250 585,029
Reconciliation of net operating cash flow to surplus for the year
2016 2015
$ $
Surplus / (deficit) for the year (105,121) 667,771
Less investment income classified as a financing activity (274,362) (333,385)
Non cash movements
Unrealised fair value (gain)/loss on managed fund portfolio 86,608 (268,963)
Provisions for claims 75,798 65,422
Depreciation and amortisation 37,081 33,856
Amortisation of bonds - 9,123
Movemernits in working capital
(Increase)/decrease in trade debtors and other receivables 27,068 5,404
(Increase)/decrease in prepayments (16,178) 5332
Increase/(decrease) in trade creditors and other payables 184,645 (104,199)
Increase/(decrease) in contributions received in advance 6,574 10,407
Net Cash Flow from Operating Activities 22,112 89,769
Lease Commitments
The Society has the following lease commitments: 2016 2015
$ $
Not later than one year 46,400 46,400
Two to five years 86,444 132,844
More than five years = B
Total operating lease commitments 132,844 179,244
Intangibles
2016 2015
Software $ §
Cost
Opening 255,000 255,000
Additions 42,615 =
Closing cost 297,615 255,000
mulat ciation
Opening (55.250) (29,750)
Depreciation (25,500) (25,500)
Closing accumulated depreciation (80.750) (55,250)
216,865 199,750

Total intangible assets

13



Education Benevolent Society Incorporated

Notes to the financial statements

12 Related party transactions

(i) Employees
During the 2016 year, employees of the Society were also subscribers. The employees' subscription fees were fully subsidised by the Society.
Apart from this the Society deals with the employees on the same terms and conditions applied to all subscribers.

(ii) Board Members
During the financial year, the following Board Members of the Society were also subscribers:

Darrell Ward
Richard Kitteity
Samantha Stephen
Margaret Kinsey

The following benefits were paid to key management personnel during the year.
Board fees in relation to Margaret Kinsey were paid to the PPTA, and those
for Samantha Stephen to the TEU as reimbursement for their time.

Salaries & other short term benefits
Termination benefits
Post-employment benefits

Other long-term benefits

Total remuneration
Number of persons (FTEs) recognised
as key management personnel 1 e 1T

The Society deals with the Board on the same terms and conditions applied to all subscribers.

The Society has a related party relationship with its key management personnel. Key management personnel include the Board of
Management and the General Manager.

14




Education Benevolent Society incorporated

Notes to the financial statements
4% Finencial Imlrumnh

(#) Carrying value of finencisl instruments
mmmmamuwmtmsmmm Rabiliies are wmﬁmwbeuqtﬂuhmmfawvm

Fairvafuakﬂuammthcﬁehm mmuumngod or & Habiity seftied, hmnmmmemmngmmmmu
length transastion.

{h)cllnlﬂuumoﬂlmmm
mlmwmwuymsﬂmymmm»mmmm ane camed at cost lsge accumulated impeirment losses,
except for- investments portfolio hek with Mm(mmm?) :

The: Mint mmmmmndmuwm at fulr value through surplus or deficit” with wnmmmmmodh
tha surpius or daficit for the yeer. .

lelmmwmwmmﬁmmmmeﬁﬁNmmmm.

{¢) Financlal instrument risk menagement

The Soclety has exposure to the following riska from ite uae of finencial mstruments:
- Credit risk

- Liquiiity riek

- Market risk

The Society has a serlas of policies to manage the risk associsted with financial inatruments. Policies have besn established which do not
allow trancactions that are apacuiative in nature to be entered indo and the Soclety is not actively engagad in the trading of financial
Instruments. As part of this policy, limits of exposune have besn sat and are monitored on a reguler basis.

{1} Crodit Risk

Credit riek ia the riak that the other party to & financie] bansaction witf fell to discharge their obligation resulting in the Society incurring a
financial loss. The policy is thet mambers are not eniitied to alsim payouts uniess thair subscriptions paki are up-to-dats {(subscriptions are
paid in advance}. Therefore, credit risk ls not considered significant.

The Soclety places tls cash and short term invaatments with high credit quality financial institutions and sovereign bodies and this imits the
amourd of cradit exposura to any one financial institution.

Fixad intarest investmants within the managed fund portfolio (Note 7) have a credit rating of AA+ to BBB-.

The maximum expesure 1o credit risk at the end of the reporting year is the smount of finencial assets stated in the staternent of fnancial
posttion.

() Liquidity risk
Liquidity risk is the rtak that the Socisty may encounter dificutties meeting fts finenciat cbligations a3 they fak due.

The Soclety's kquidity policy Is based upon enguring significant kquid assets ar held so as to meet benefit entillemients of the subscribars.
Rigks are managad by continuous reviewing of finenclal pesformancs, malurity profifes of inancisl assets, and maintsining adequate reserves
and liquidity support faciitles.

All finanicial assets held can: be converted into cash on & short-term besis.

The Soclety has no long-term liabdities or funding commitments.

16




Education Benevolent Society Incorporated

Notes to the financial statements

(iii) Market risk _

Market risk is the risk that the carrying amount (and the ultimate amount realised upon sale) of investment portfolio financial instruments will
fluctuate because of changes in market value of investments. The market value of investments carried by the Society are subject to the
following variables:

- interest rates;
- currency rates; and
- equity prices.

Interest rate risk
Interest rate risk is the risk that cash flows from a financial instrument will fluctuate because of changes in market interest rates. The Society
are exposed to interest rate risk on fixed interest investments.

The Society is exposed to interest rate risk in that further rate movements will affect the market value of its fixed interest assets. Risk
management activities are undertaken in respect of financial assets. There is no interest risk in respect to liabilities of the Society as it has no
known borrowings and does not pay interest to subscribers.

The Society holds the following fixed interest investments (as disclosed in Note 7):

Term Deposits Classified as loans and receivables and carried at
amortised cost

Managed Funds, fixed interest Classified as financial assets at fair value through

investments surplus or deficit and carried at fair value

Total fixed interest investments

The Society's fixed interest investmenis pay interest at fixed rates and therefore the interest risk on cash flow fluctuation is not congidered 1o
be significant.

Sensitivity analysis on Fixed interest investment Market Risk
If interest rates increased by 1% it is estimated the fair value of New Zealand fixed interest investments would decrease by 3.30% and
overseas fixed interest investments would decrease by 6.10% . The following analysis illustrates the sensitivity on the Society's surplus or

deficit as a result of a 1% movement in interest rates. There has been no material change in Interest rate sensitivity from 2015 (3.30%,
6.10%).

Fixed interest investment carried at fair value

New Zealand fixed interest investments
QOverseas fixed interest investments

Total

Fixed interest investment carried at fair value

New Zealand fixed interest investments
_Overseas fixed interest investments
Taotal

Currency rate risk
Currency risk is the risk that the fair value of financial instruments will fluctuate due to a change in foreign exchange rates.

Most of the Society transactions are carried out in NZD. Exposure to currency exchange rate movements arise from the Society's
investments carried in foreign currencies.

All offshore investments held under the managed fund portfolio are New Zealand Dollar hedged. therefare the foreign cutr% 1
investments is not significant. 2 & H0p,
) .

3
P
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Education Benevolent Society Incorporated
Notes to the financial statements
Equity price risk

Equity price risk is the risk that the fair value of financial instruments will fluctuate due to a changes in market demand for listed equities
investments held.

The Society holds the following equity investments (as disclosed in Note 7): 2016 2015

$ $
New Zealand equity investments 500,937 364,933
Overseas equity investments 208,724 2,460,764
Total investments in equity investments 709,661 2,825,698
Sensitivity analysis

The following analysis illustrates the sensitivity on surplus or deficit in regards to the Society's Spicers Investment Portfolio market demand
price movements. It assumes a +/- 10% change in fair value of investments, based on previous history of portfolio performance.

2016
Carrying Fair value movement impact
amount of +10% -10%
investments
S| $ 5|
Equity investments 709,661 | 70,966 (70,9686)|
2015
Carrying Fair value movement impact
amount of +10% -10%
investments
$ $ $
Equity investments 2,825,698 282,570 (282,570)

(d) Fair Value

Included in the financial assets of the Society are equities and fixed interest securities measured at fair value at each reporting date. The
source of fair value inputs as defined by PBE IPSAS 30 Financial Instruments: Disciosures is determined by reference to quoted prices in an
active market for identical assets or liabilities (Tier 1). All other financial assets are carried at cost less impairment (if any), which
approximates their fair value.

The fair value of investments can be influenced by changes in interest rates, currency values and market demand.
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14 Solvency Statement and Reserve Bank Conditions for License
The Insurance {Prudential Supervision) Act 2010 ("the Act") was enacted in September 2010. The Society was granted a full license under the
Act in April 2013.

At balance date the Society meets the Reserve Bank's criteria for adequate margin of solvency in excess of best estimate liabilities to
subscribers.

The Board's pelicy for managing capital is to have a strong capital base consistent with regulatory requirements, the Society's risks, and the
Board's risk appetite. The Board has a low appetite for rigk in respect of Capital management. Capital Management is regularly reviewed by
the Board in line with the Risk Management Framework and Policies.

Capital funding requirements as reported to the Reserve Bank
Total equity as reported in the financial statements

Solvency calculation adjustments
Solvency capital

Calculated minimum capital requirement
Solvency surplus on calculated minimum

Qverall minimum capital requirement

Solvency surpius on $3 Million _

15 IBNP Claims Provision
The effective date of the actuarial report on the IBNP provision is 30 June 2016. The actuarial report was prepared by Peter Davies, a Fellow
of the New Zealand Society of Actuaries (of Davies Financial and Actuarial Limited), consulting actuary to the Society. The IBNP provision
has been determined in accordance with the methods and assumptions disclosed in these financial statements and with the standards
established by the New Zealand Society of Actuaries and the Reserve Bank of New Zealand.

The actuary is satisfied as to the nature, sufficiency and accuracy of the data used to determine the outstanding claim liability. The actuarial
report contained no qualifications.

The IBNP provigion at year-end for insurance claims incurred but not yet paid as at 30 June 2016 has been estimated by the actuary as
$1,372,520 (2015: $1,2986,722).

IBNP Opening balance
Movement in IBNP provision

clulgl balance

IBNP Claims Provision

Central estimate
Expense margin
Risk margin

Closing balance
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A hindsight analysis of the IBNP Provision shows:

Previous Year's  Prior year's estimate
Estimate (June 2015) (June 2014)
$
Central Estimate determined at the time 1,159,858 1,101,342
Outstanding as assessed a year later 1,077,370 1,036,536
Surplus difference between actual claims and estimated provision 8_214_89 64,806

Provision assumptions:

(i) IBNP provision has been determined in accordance with Professional Standard No. 30 - Valuation of General Insurance Claims - issued by
the New Zealand Society of Actuaries for reporting under PBE IFRS with effect from 30 September 2014,

(i) The claim handling cost rate (as required per PBE IFRS 4) assumed was 7.5% of outstanding claims (2015: 7.5%), which has been
determined based on the size of the Society, its overall level of expenses, and the nature of claims incurred.

(lii) The risk margin rate (as required per PBE IFRS 4) assumed was 4.00% of outstanding claims (2015: 4.0%), which has been determined

based on the past level of variability.

(iv) Future patterns of claims will be similar to historical pattems depending on the type of policy and type of claim.

(v) Processing of claims will continue to be consistent at the Society.

Sensitivity analysis

The key assumptions and sensitivities in the calculation of the provision are the risk margin rate and the duration of claim settlement.

Settlement time

IBNP Provision

Settlement time

IBNP Provision

Risk Margin

IBNP Provision

Risk Margin

IBNP Provision

30-Jun-16 Sensitivity
Settlement time  Seftlement time takes
takes 10% longer 10% shorter
1,372,520 2,020,368 984,473
30-Jun-16 Sensitivity
Settlement time  Settlement time takes
takes 10% longer 10% shorter
1,296,722 ~ 1,897,201 928,086
30-Jun-16 Sensitlvity
Risk margin + 1%  Risk margin -1%
1,372,520 1,385,717 1,350,323
30-Jun-16| Sensitivity
Risk margin + 1%  Risk margin -1%
1,206,722 1,309,180 1,284,254
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1%

Inaurmcomskmnaﬂemam'
The Soclety's insurance risk Is from Insuranca products within the health Insurance sector.

The Board has & low to maderste appetiie forinsuranca risk. Insurance risk is managsd through the Soclety's Risk
Management Process by:

- wiriting fow tisk cover with benefit maxima,

- gtrong capital management;

-~ & pricing policy raviewed annuatty, and

- robust claims management.

The Socisty further mifigates the risks arising from insurance coniracts by structuring its investment portfotio and financiaé policies to allow for
sufficient cash flow during periods of volatiity. :

Sem&vﬂymﬂshhﬁhhnmimmmmumahmm

Unexpired risk provision and lahillty adequacy test

A tinbillty adequacy test wes performed by the Actuary as &t 30 June 2018, to datermine whather the unssmed premiom Babity is sdequate
10 cover the present vakse of the expected future cash flows arfaing frovy rights and obligations under currant insuranis condracts, phis an
additlonal risk margin to refiect the inherent uncarainty In the central sstimate. The future cash flows an futurs claims, mdmd cigim-
handling costs and other administrgtion costs related to the tusinass. )

1 the present valus of the expected future cash flows plus-the edditional riek mangin 1o reflact tha inherent uncertainty in the central eslimalss

_ exceads the uneamed premium liablity, the uneamed pramium liabiity ls,degmaﬂ_m be daficient_
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ThecalcuhﬁmofmmkmarginMsbmbﬁﬁmmanmﬁmmammmmmmmwm _
by the unaamed pramiums. Aﬁokmwmofmammﬂwmﬁmmmmhﬂmmnmappllodnat:iﬂJum?O?B
(2015; 7%).

Themuﬂmfuuudmuabiluyhsﬂz%ofummm Sinve this is less than 100%, mopmvhbnhrpMUmsinadvm
(Mumommmmm}hmm

Kay mumMom : i
Benafis as % of subscriptions 88.3% (2015 37.1%)
Risk margin 7% {2015: 7%)
Adivin Losding 5% (2045: 6%)
Computsr exponses:

mmwmmmmmmmmwmaumame mwwmlmmmmmmmm
raporting procetses.

_Professional Expenses

Ammmmmwmmmemmmmammm|advmmnmﬁmmmmmnofmm
Costs incurmed for the years endad:30 June 2015 and 30 June 2016 relste to the implemeantation of tha: review cutcomes. Non-recuiting
mmammmmmmmmmmmmmmmmdmmmmmmm.

Credit Rating
The Society credit rating issusd by A M a-maﬁaoodasaumzomzms 8+ Good)

Significant: mr balence date svents

mmmmwmwwmmumemmmwdmﬂmﬂMﬁmm which
mmw&mehmm»ﬁmdmmmMG Nenas). :




Crowe Horwath
New Zaatand Audit Fertnership

. Membar Crowe Horwath intlemalionst
Crowe Horwath. over . Coome e Houns
4 57 Willis Street
Weiiington 6011 New Zealand

PO Box 11976 Manners Street
Waellington 5142 New Zealand

Tel +G4 4 471 0006
Fax +B4 4 566 8077
www.crowehorwath.co.nz

INDEPENDENT AUDITOR'S REPORT
Te the Members of Education Benevolent Society incorporated
Raport on the Finan;:ial Statements

We have audited the financial statements of Education Benevolent Society incorporated on pages 3 to
20, which comprise the statement of financisl position as at 30 June 2018, the statement of
comprehensive revenue and expense, statement of changes in equity and statement of cash flows for the
year then ended, and a summary of significant accounting policies and other explanatory informatiors.

Board's Respans:bﬂ:ty for the Financial Statements

The Board meémbers are responsible on behalf of the entity for the preparation and fair presentation of the
financial statements in accordance with Public Benefit Entity Standards and for such internal control as
the Board members determine is necessary to enabie the preparation of financial stalements that are free
from material misstatement, whather due to fraud or error.

Auditor's Responsibility

Qur respansibility is to express an opinion on.the financial statements based on our audit. We conducted
our audit in accordance with Intemational Standards on Auditing (Mew Zealand). Those stahdards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonabie
assurance about whether the ﬂnanclal statements are free from material misstatement.

- An audit mvolves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures seiected depend on the auditor's judgement, including the
‘assessment of the risks of material misstatement of the financial staiements, whether due to freud or
error. In making those risk assessments, the auditor considers intemal control relevant to the entity's
praparation and falr presentation of the financial siatements in order to dasign audit procedures that are

appropriate In the circumstances, but not for the purpose ¢f exprassing an opinion on the effectiveness of
the entity's internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the
overall pregentation of the financial statements.

We believe that the audit evidence we have obtalned is sufficient and appmpriata to provida a basig for
- our audit opinion.

Other than in our capac:ty as auditor and the provision of some tax compliance advice we have no
relationsh;p with, or imterests in, the Society

Crows Horwaith New Zealend Audit Parinership Is a member of Crowe Horwalh international, a Swiss verein, Each member Tirm of Crowe Horwsth 5 a
separate and independent legal sntity.




. : Crowe Horwath
-~ : . New Zeaiand Audit Partnership
. Crowe Horwath. Lot . o s e
7y M ' s i Level 1, Crowe Horws
7, _ 57 Wil Streat
Wallington 8011 New Zsalgnd

PO Box 11976 Manners Siraet
Wellington 8142 New Zegland

Tol +84 4 471 0006
Fax +54 4 586 6077
wunw.crowehomwath.co.nz

OCpinion

In our opinlon, the financial statements on pages 3 to 20 present faidy, in all material respects, the
ﬂnanclai position of Education Benevolent Society Incorporated as at 30 June 2016, and its financial

. performance and its cash flows for the year then ended in accordance with Public Benefit Enttty
Standards.

Crowe Honvath New Zealand Audit Partnershup

CHARTERED ACCOUNTANTS
30 September 2016

. Crows Horwath New Zealand Audk Perinership is & member.of Crowe Harwath intemational, 8 Swiss verein, Each member frm.of Crowe Horwaih s @
soparale and intepandent legs! enitly.




