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Independent Auditor's Report 

To the Shareholders of FM Insurance Company Ltd (New Zealand Branch) 

Report on the Financial Statements 

We have audited the financial statements of FM Insurance Company Ltd (New Zealand Branch) on pages 7 to 34, 

which comprise the statement of financial position of FM Insurance Company Ltd (New Zealand Branch) as at 31 

December 2013, and the statement of comprehensive income, and 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 

information.  

This report is made solely to the company's shareholders, as a body, in accordance with Section 19(3) of the 

Financial Reporting Act 1993.  Our audit has been undertaken so that we might state to the company's shareholders 

those matters 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 New Zealand branch of the 

company and the company's shareholders as a body, for our audit work, for this report, or for the opinions we have 

formed. 

 
Directors’ Responsibility for the Financial Statements 

The directors are responsible for the preparation of the financial statements, in accordance with generally accepted 

accounting practice in New Zealand, and that give a true and fair view of the matters to which they relate 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.  

 
Auditor's Responsibility 

Our responsibility is to express an opinion on the financial statements based on our audit. We conducted our audit in 

accordance with International Standards on Auditing (New Zealand).  These auditing standards require that we 

comply with relevant ethical requirements and plan and perform the audit to obtain reasonable assurance about 

whether the financial statements are free from material misstatement.   

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 

statements.  The procedures selected depend on our judgement, including the assessment of the risks of material 

misstatement of the financial statements, whether due to fraud or error.  In making those risk assessments, we have 

considered the internal control relevant to the New Zealand branch of the company’s preparation of the financial 

statements that give a true and fair view of the matters to which they relate in order to design audit procedures that 

are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 

New Zealand branch of the company’s internal control.  An audit also includes evaluating the appropriateness of 

accounting policies used and the reasonableness of accounting estimates, as well as evaluating the overall 

presentation of the financial statements.  

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

Other than in our capacity as auditor we have no relationship with, or interest in, the New Zealand branch of the 

company.  

Partners and employees of our firm may deal with the New Zealand branch of the company on normal terms within 

the ordinary course of trading activities of the business of the New Zealand branch of the company. 

 
Opinion 

In our opinion, the financial statements on pages 7 to 34: 

► comply with generally accepted accounting practice in New Zealand;  

► comply with International Financial Reporting Standards; and 

► give a true and fair view of the financial position of the New Zealand branch of the company as at 31 
December 2013 and its financial performance and cash flows for the year then ended. 
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Emphasis of Matter 

I draw attention to the prior lodgment of this financial report with the Companies Office New Zealand on 2 June 

2014.  The financial report addressed by this audit report is the re-issued version of the report lodged on XX August 

2014; there has been a change in the basis of preparation for the Statement of Comprehensive Income, Statement 

of Financial Position, Statement of Cash Flows and Statement of Changes in Equity, which reports on the business 

pre and post issuance of the RBNZ license for the twelve months ended 31 December 2013. This report also 

includes the equivalent comparative balances for the audited 31 December 2012 financial report. Note 2a – Basis of 

Preparation, Statement of Compliance to the financial report describes the basis of presentation. Our opinion is not 

qualified in respect of these matters. 

 

Report on Other Legal and Regulatory Requirements  

In accordance with the Financial Reporting Act 1993, we report that:  

► We have obtained all the information and explanations that we have required. 

► In our opinion proper accounting records have been kept by FM Insurance Company Ltd (New Zealand 
Branch) as far as appears from our examination of those records. 

 

 
Ernst & Young 
19 August 2014 
Melbourne 

 



























































Appointed actuary’s report to the Directors of FM Insurance Co., Ltd. – New
Zealand Branch

Report in respect of a review of actuarial information in, or used in the preparation of, financial
statements

This report is provided under section 78 of the Insurance (Prudential Supervision) Act 2010 (“the
Insurance Act”), and relates to a review of the actuarial information in, or used in the preparation
of, the financial statements of FM Insurance Company Limited (New Zealand) (“FMI (NZ)”) for the
year ended 31 December 2013.

The financial statements were authorised for issue by the Board of Directors of FM Insurance
Company Limited (“FMI”) on 19 August 2014 and the accompanying independent auditors’ report
was issued on 19 August 2014.

Name of appointed actuary conducting the review

I, Martin Fry, of Taylor Fry Consulting Actuaries (“Taylor Fry”) am a Fellow of the New Zealand
Society of Actuaries. This review has been conducted by me in my role as appointed actuary to
FMI (NZ).

Other than that of actuary, I confirm that I have no relationship with, or any other interests in, FMI
(NZ).

Exemption from solvency standard

FMI (NZ) has been granted a Section 59 exemption under the Insurance Act, which applies to
overseas insurers of approved jurisdictions. This provides an exemption from compliance with the
New Zealand Solvency Standard for Non-life Insurance Business and was dated 28 June 2013. I
understand that under this exemption, the Reserve Bank of New Zealand considers the solvency of
FMI (NZ) based on the solvency ratio of FMI under the UK Financial Services Authority (“FSA”)
requirements. I have been provided with FMI’s solvency margin, calculated under FSA
requirements, which I note comfortably exceeds the UK regulatory minimum. I have not reviewed
these calculations but have relied on their accuracy, noting that they have been provided to the
FSA in the UK.

Work done in relation to actuarial information used in the financial statements

The actuarial information used in the financial statements comprises the outstanding claims
liability as at 31 December 2013 shown in the statement of financial position. This amount was
determined in accordance with the New Zealand Equivalent to International Financial Reporting
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Standard 4 (“NZ IFRS 4”), and represents the net central estimate plus a risk margin to provide a
75% probability of sufficiency. I confirm that this amount was calculated by me and advised to FMI
(NZ) in a Financial Condition Report dated 2 July 2014.

I have carried out a Liability Adequacy Test, and confirm that the unearned premium less deferred
acquisition costs plus unexpired risk liability is not less than my actuarial estimate of the net
premium liability.

In carrying out this review, I confirm that I have been provided with all required information and
explanations from FMI (NZ).

Opinion

In my opinion:

 The actuarial information contained in the financial statements for FMI (NZ) has been
appropriately included in those statements, and

 The actuarial information used in the preparation of the financial statements for FMI (NZ)
has been used appropriately.

Scope and limitations of review

This report is prepared for the Directors of FMI (NZ), solely for the purposes set out in section 78
of the Insurance Act and for no other purpose.

Martin H Fry
Fellow of the New Zealand Society of Actuaries

21 August 2014


