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Great Lakes Insurance SE — New Zealand Branch
(Overseas company registered in New Zealand under the Companies Act 1993)

Directors’ Report

The Directors present their report together with the financial statements of Great Lakes Insurance SE (GLISE)
- New Zealand Branch (the “Branch”) for the year ended 31 December 2017 and the auditor's report thereon.

Directors
The Directors holding office at any time during the financial year and up until the date of this report are:

Supervisory Board

C-U. Kroll (Chairman) (Appointed on 30.12.2016)
A. Wettemann {Appointed on 30.12.2016)

C. Carus (Appointed on 30.12.2016)

C. Prussog (Appointed on 30.12.2016)

Board of Management

A. Stegner (CEO) (Appointed on 30.12.2016)
S. Pasternak (CFO) (Appointed on 30.12.2016)
T. Klauft (CRO) (Appointed on 30.12.2016)

S. Deutscher (COO) (Appointed on 01,04.2017)

Munich Holdings of Australasia Pty Limited (MHA) through its 100% owned subsidiary, Corion Pty Limited
(Corion), provides all administration services for the Munich Re Group in Australia, New Zealand and the Pacific
area.

Directors’ benefits

Since the end of the period covered by the last report no Director of the Branch has received or become entitled
to receive a benefit by reason of a contract made by the Branch or a related entity with the Director or with a
firm of which the Director is a member, or with a company in which the, Director has a substantial financial
interest.

Principal activities

The Branch's principal activity is primary insurance,

Review of operations

The result for the year was a profit after tax of $195,392 (2016: $102,800).

The Branch is rated AA- by Standard & Poor's. The Branch continuas to monitor its exposure to financial and
non-financial risks and apply policies and procedures to mitigate these where possible. Details are set out in
note 3. ‘

Capital repatriaﬁons
There were no capital repatriations by the Branch during the financial year (2016: nil).
Significant changes in the state of affairs

No significant events occurred during the year, which have changed the Branch's state of affairs.



Great Lakes Insurance SE ~ New Zealand Branch
(Overseas company registered in New Zealand under the Companies Act 1993)

Directors’ Report
Malters subsequent to the end of the financial year

The Directors are not aware, at the date of this report, of any matter or circumstance which has arisen ainoe
31 Recembar 2017 that has significantly affected or may signifizantly affect:

(i) the operations of the Branch;
(i) the results of those operations; or

(iy  the state of affairs of the Branch in the financial years subsequent to 31 December 2017,

Signed in Munich on 23 of March 2018 in accordance with a resolution of the directors:

TN b 3

/_éhai'rman of the Boargd of Management “Member of the Board of Management




Great Lakes Insurance SE - New Zealand Branch

(Overseas company registered in New Zealand under the Companies Act 1993)

Statement of Comprehensive Income for the year ended 31 December 2017

Note

Revenue from operating activities
Insurance revenue

Investment revenuo

Other revenue

Total revenue from operatirig activities 4
Experises from operating activities

Insurance expanse
Other axpénses

o

Totat oxpenses from operating activitics
Profit before tax

Tax expense 6
Net profit for the year

Total comprehensive income for the year

2017 2016
$ $
§6,816,738 78,808,845
34,463 35,234
25,392 112
56,876,593 78,844,191

56,115,685

78,641,120

_.Aasged1 61201
86,604,126 78,702,411
272,467 141,780
77,075 38,980
195,392 102,800

195,392 102,800

The statemerit of comprehensive income is to be read In conjunction with the riotes to the financial statements set out on

pages 6 to 23,



Great Lakes nsurance 8E -~ New Zealand Branch
(Overseas company registered in New Zealand under the Companies Act 1993)

Balance Sheet as at 31 December 2017

Nofe 2017 2016
$ §

Current assets B
Cash 9 2,277,065 787,128
Accounts receivable on insurance business 1,685,706 6,620,261
Deferred acquisition costs 10 1,312,751 8,487,323
Reinsurance recoveries on outstanding claims 6,771,185 10,910,698
Sundry debtors ' 108,231 330,416
Other reinsurance receivables 2,198,861 13,922,599
Profit commission recoverable [ 2 QT 83,175
Total current assets 14,633,205 41,161,600
Non-current assets
Reinsurance recoveries 956,914 2,116,772
Deferred tax assets T 2 23,796 80,573
Total non-current assets 580,710 2,197,345
Total assets i 15,613,915 43,346,945
Current liabilities
Payables 12 2,736,848 6,724,250
Outstanding claims 13 6,775,125 10,886,523
Unearned premiums 14 2,198,861 13,922,589
Reinsurance deferred acquisition costs 1,314,050 8,497,323
Profit commission payable 279,407 83,175
Total current liabilities 13,304,391 40,123,880
Non-current liabilities
Qutstanding claims 13 7 961,367 2,137,189
Total non-current liabilities e 961,367 2,137,189
Total liabilities 14,265,758 42,261,069
Net assets 1,348157 1,087,876
Accumulated surplus - Head office
Head office account v 1,152,765 985,076
Retained earnings 195,392 162,800
Total head office account 1,348,157 1,087,876

The balance sheet is to be read in conjunction with the notes to tha financial statements set out on pages 6 to 23.



Great Lakes Insurance SE — New Zealand Branch
{Overseas company registered in New Zealand under the Com}:anies Act 1993)

Statement of Changes In Equity for the year ended 31 December 2017

Head office
account
$
Balance at 1 January 2016 : T 949,838
Movement in head office account 35,238
Total comprehensive profit ’ 102,800
Balance at 31 December 2016 ‘ 1087876
Balance at 1 January 2017 1,087,876
Movement in head office account 64,889
Total comprehensive profit 198,392
Balance at 31 December 2017 1,348,157

The Statement of Changes in Equity is to be read in conjunction with the notes to the financial statements set out on pages 6
to 23.

[y



Great Lakes Insurance SE - New Zealand Branch

{Overseas company registered in New Zeaiand under the Companies Act 1993)

Statement of Cash Flows for the year ended 31 December 2017

Cash flows from operating activities

Premium received

Claims (paid)

Net relnsurance received / (paid)

Management and adminisiration expenses (palid)

Net cash provided by / {(used in} operating activities

Cash flows from investing activities
Interesi received

Net cash provided by investing activities

Net increase / {decrease) in cash
Cash at 1 January

Cash at 31 December

Note

13

17

2017 2016

$ $
12,719,997 14,210,328
(12,647,020)  (11,338,578)
1,584,405  (5,813,339)
. (301,899)  (456,575)
1,455474  (3,398,164)
34,463 35,234
34,463 35,234
1,489,937  (3,362,930)
767,128 4,150,058
GuadRlT068 787,128

The Statement of Cash Fiows is to be read in conjunction with the notes to the financial statemants set out on pages 6 to

28,



Great Lakes Insurance SE — New Zealand Branch
(Overseas company registered in New Zealand under the Companies Act 1993)

Notes to the financial statements for the year ended 31 December 2017
1. Summary of significant accounting policies

Great Lakes Insurance SE — New Zealand branch (the Branch), formerly Great Lakes Reinsurance (UK) SE
~ New Zealand branch, is registered to carry on business in New Zealand for a foreign company, Great
Lakes Insurance SE (formerly Great Lakes Reinsurance (UK) SE), which is domiciled and incorporated in
Germany. The Branch's principal activity is general insurance. The Branch is an issuer in terms of the
Financial Reporting Act 1993. The Branch is a profit-oriented entity. The Branch is a reporting entity for the
purposes of the Financial Markets Conduct Act 2013 and the financial statements have been prepared in
accordance with the requirements of that Act and the Financial Reporting Act 2013,

With the introduction of the Insurance (Prudential Supervision) Act 2010 (IPSA), all insurers carrying on
insurance business in New Zealand are required to be licensed by the Reserve Bank of New Zealand
(RBNZ). The Branch was granted a full licence on 2 April 2013. These financial statements have also been
prepared in accordance with the IPSA.

The financial statements were authorised for issue by the directors on 22 March 2018.
(a) Statement of compliance

The financial statements have been prepared in accordance with New Zealand Generally Accepted
Accounting Praclice (NZ GAAP). They comply with the New Zealand equivalents to International
Financial Reporting Standards (NZ IFRS) and other applicable Financial Reporting Standards. The
financial statements also comply with International Financial Reporting Standards (IFRS).

(b) Basis of preparation

The financial statements are presented in New Zealand Dollars, which is the Branch's presentational
and functional currency.

The financial statements are prepared on a historical cost basis except for the Outstanding claims
liabilities, which are measured on a present value basis at each reporting date.

The accounting policies set out below have been applied consistently by the Branch to all periods
presented in the financial statements.

Adoption of new standards and changes in accounting policies

The following accounting standard and interpretation was issued but is not yet mandatory and has not
been adopted by the Branch for the financial year ended 31 December 2017.

An assessment of the impact of the new or amended standards is set out below:

NZ IFRS 9 ‘Financial Instruments’ includes requirements for the classification, measurement and de-
recognition of financial assets and financial liabilities. The IASB have deferred the application date of
NZ IFRS 9 until 1 January 2018. Retrospective application is generally required, although there are
exceptions. As the Branch currently classifies jts financial assets either at amortised cost or fair value
through the profit and loss, a majority of the assets on the balance sheet are scoped out of NZ IFRS 9
and would not be subject to the provisions. As a result, no material impact is expected on the Branch's
Statement of Comprehensive Income or Balance Sheet on adoption of this standard.

NZ IFRS 15 '‘Revenue from Contracts with Customers’ introduces a single model for the recognition of
revenue based on when control of goods and services transfers to a customer. It does not apply to
financial instruments or insurance contracts. NZ IFRS 15 is effective for annual reporting periods
beginning on or after 1 January 2018, with early adoption permitted. There will be no impact on the
Branch's financial statements resulting from the application of this standard.

NZ IFRS 16 'Leases’ amends the accounting for leases. Lessees will be required to bring all leases on
Balance Sheet as the distinction between operating and finance leases has been eliminated. Lessor
accounting remains largely unchanged. The standard is effective for annual reéporting periods beginning
on or after 1 January 2019 for the Branch. The branch does not have any leasa agreements that would
be affected by NZ IFRS 16 and there will be no impact to the Branch’s financial statements upon the
application of this standard.

NZ IFRS 17 ‘Insurance Contracts' was released in August 2017, It introduces three new measurement
approaches for accounting for insurance contracts. These include the Building Block Approach for long
term contracts, the Premium Allocation Approach for short contracts and a Varigble Fee Approach for
direct participating contracts. In addition, the level of contract aggregation is likely to be lower than that
under current practices. The standard is not mandatory until 1 January 2021 for the Branch. The
financial impact has not yet been determined.

¥



Great Lakes Insurance SE -~ New Zealand Branch
(Overseas company registered in New Zealand under the Companies Act 1993)

Notes to the financial statements for the year ended 31 December 2017

1. Bummary of significant accounting policies (continued)

{©)

{d)

()

Use of estimates and judgements

The preparation of the financial statements in conformity with NZ GAAP requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual resulis may differ from these
astimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to the accounting
gstimates are recognisad in the period in which the estimates are revised and In any future pericds
affecied.

The areas where critical accounting estimates and judgements are applied are included in Note 2.
Revenue

Premium revenue

Premiums have been brought to account as income from the date of attachiment of risk. Premiums for
unclosed business are brought {o account where the gate of attachment of risk of the business written
is prior to reporting date and there is insufficient information to accurately identify the business. The
estimation of unclosed business is hased on previous experience with due allowance for any changes
in the pattern of new business and renewals. The earned portion of premiums received and receivable
including unclosed business is recognisad as revenue,

The pattern of recognition of premium revenue ovar the policy or indemnily periods is based on the
pattern of risk underwrliten. Previous claims experience has been used to derive the pattern of risk for
the main class of business underwritten, Qther classes of business are recognised based on time.

Interest income
Interest income is recognized as it accrues in profit or loss, using the effective interast mathod.

Reinsurance exchange commission
Reinsurance exchanga commission is calculated as a percentage of reinsurance premjium.

The pattern of recognition of reinsurarice exchangs commission follows the reinsurance premium
earning pattern. "

Administralion commission income }

Administration commigsion income is recajved from the relnsurer based on the Branch's annual
budgeted expanses plus a margin of 10%. This is recognised on a straight line basis over the financial
year.

Reinsurance recoverias revenue
Reinsurance recoveries revenue is recognised as income in accordance with the reinsurancs service
received,

Unexpired risk liability

At aach reporling dale lhe Branch performs a liability adequacy test and immediately recognises any
deficiencies if the carrying amount of unearned premium less any related deferred acquisition costs
does not meet estimated futura cash flows relating to future clalms covered by current insurance
contracts.

If the present value of the expectad future cash flows relating to future claims plus the additional rigk
margin to reflect the inherent uncertainty in the central estimate exceeds the unearned premium liability
less related deferred acquisition costs then the unearned premium liability is deemed to be deficlent.

The entire deficiency, if any, net of reinsurance, is recoghise_d immediately in the Statement of
Comprehensive Income. The deficiency is recognised first by writing down the related deferrad
acquisition costs with aily excess being recorded in the Balance Sheet as unexpired risk liability.



Great Lakes Insurance SE - New Zealand Branch
(Overseas company registered in New Zealand under the Companies Act 1993)

Notes to the financial statements for the year ended 31 December 2017

1. Summary of significant accounting policies (continued)

(f)

QOutwards reinsurance

Premiums ceded to reinsurers are recognised as an expense in accordance with the pattern of

. reinsurance service received.

(9)

(h)

(i)

(k)

Claims

Claims incurred expense and a liability for outstanding claims are recognised in respect of all insurance
business. The liability covers claims incurred but not yet paid, incurred but not reported (IBNR), incurred
but not enough reported (IBNER) and the anticipated direct and indirect costs of settling those claims.

Claims outstanding are assessed by review of individual ¢laim files and estimating the ultimate cost of
settling claims which includes IBNRs, IBNERs and settlement costs using statistics based on past
experience and trends. The outstanding claims reserve is estimated using actuarial models.

The liability for outstanding claims is measured.as the present value of the expected future payments
reflecting the fact that all claims do not have to be paid out in the immediate future.

The expected future payments are estimatéed on the basis of the ultimate cost of settling claims which
is affected by factors arising during the period to settiement such as normal inflation and superimposed
inflation. The expected future payments are then discounted to a present value at the balance date
using a risk-free discount rate. A risk margin is added to the outslanding claims liabilities to iricrease
the probability that the liability is adequate at an adequacy level deemed appropriaté by management
and set at a confidence level of 75%.

Reinsurance recoveries

Reinsurance recoveries are assessed regularly and expected future recoveries are estimated on the
same basis as the liability for outstanding claims, on the basis of the ultimate cost of settling claims
which is affected by factors arising during the period to settlement such as normal inflation and
superimposed inflation. The expected future recoveries are then discounted to a present value at the
balance date using a discount rate. A risk margin is added to the outstanding recoveries to increase
the probability that the asset is adequate at an adequacy level deemed appropriate by management
and set at a confidence level of 76%.

N

Acquisition costs

A portion of direct acquisition costs relating to unearned premium revenue is deferred where it
represents future benefits to the Branch and can be reliably measured. Deferred acquisition costs are
stated at the lower of cost and recoverable amount. Deferred acquisition costs are amortised over the
financial years expected to benefit from the expenditure.

Foreign currency translation

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulling from the
settlement of such transactions are recognised in the Statement of Comprehensive Income.

Assets and liabilities expressed in other currencies are translated to the functional currency using the
closing exchange rate at the reporting date and income and expenses are translated using the average
exchange rate for the year. Realised and unrealised foreign exchange gains and losses resulting from
this translation are recognised in the Statement of Comprehensive Income.

Income tax

Prior to July 2010, Great Lakes Insurance SE did not have a permanent establishment for tax purposes
in New Zealand, The porifolio incepting prior to July 2010 was underwritten by Great Lakes Insurance
SE directly. As a result, such portfolio is not attributed to New Zéaland for income tax purposes. The
portfolio incepting from July 2010 was, and remains to be, underwritten by Great Lakes Insurance SE
— New Zealand Branch, a permanent establishment in New Zealand for income tax purposes. On this
basis the Branch is required to attribute profits from the business to New Zealand for income tax
purposes from July 2010.

The income tax expense for the period is the tax payable on the current period's taxable income based
on the applicable income tax rate adjusted by changes in deferred tax assets and liabilities attributable
to temporary differences between the tax bases of assets and liabilities and their carrying amounts in
the financial statements.



Great Lakes insurance SE ~ New Zealand Branch
{Overseas company registered in New Zealand under the Companies Act 1993)

Notes to the financial statements for the year ended 31 December 2017

1.

Summary of significant accounting policies (continued)

(k) Income tax (continued)

(1)

(n)

(P

—_—

—_—

Deferred tax assets and liabilities are recognised for temporary differences at the tay rates expected
to apply when the assets are recovered or liabililies are seltled. The tax rates are applied to the
cumulative amounts of deductible and assessable temporary differencas to measure the deferred tax
asset or liability, Deferred tax assets are recognised for deductible temporary differences only if it is
probable that future taxable amounts will be available to utilise those temporary differances.

Rounding of amounts
Amounts in the financial statements have been rounded off ta the nearest dollar,
Financial assets backing insuranice contract liabilities

The Branch has determined that all financial assets are deamed {o back instrance contract liabiliies
and are measured ai fair value through profit or loss at each balance date as they meat the ariteria
under NZ 1AS 39 'Financial Instruments: Recognition and Measurement'. Unrealised profits and lossas
on subsequent measurement to fair value are recognised in the Statement of Comprehensive Income.

Fair value is measured as follows:

» Cash assets are carried at face value of the amounts deposited, The carrying amounts of cash
assets approximate their fair vaiue, Cash includes cash on hand, deposits held at call with bariks
and invesiments in monay market instruments, such as Bills of Exchange.

s Receivables are initially recognised at fair value and subsequently measured at amortised costs,
lass a provision for doubtful debis. The carrying value of receivables estimates its fair value at
reporting date.

Financial assets are derecognised when the righls to receive cash flows from the financial assels have
expired or have been transferred and the Branch has transferred substantially all the risks and rewards
of ownership.

Impairment of assets

All assets other than those which are set outside the scope of NZ IAS 36 'Impairment of Assets’ are
reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is recognised for the amount by which the asset's
canrying value exceeds its recoverable amount. For the purposes of assessing impairment, assets are
grouped at the lowest levels for which there are separately identifiable cash flows.

Cash and receivables

Cash comprises cash balances and call deposits with maturities of three months or less from the
acquisition date that are subject to an insignificant risk of changes In their fair value, and are used by
the Branch in the management of its short-term commitments,

Recelvables are initially recognised at fair value and subsequently measured at amortised costs, iess
a provision for doubtful debts, The canying value of receivables estimates its fair value at reporting
date. The collectability of receivables is reviewed on an ongoing basis. Debts that are known to be
uncollectible are written off. A provision for doubtful receivables is established whan there is objective
evidence that the Branch will not be able lo collect all amounts that are due in accordance with the
ariginal terms of the receivable. The amount of the provision is the difference between the asset's
carrying amount and the present value of estimated cash flows, discounted at the effective interest
rate.

Payables

Payables are initially.recognised at fair value and subsequently measured at amortised costs, which
approximates fair value and represents liabilities for goods and services provided to the Branch prior
to the end of the financial year that were unpaid. The amounts are unsecured and are usually paid
within 30 days of recognition,

10



Great Lakes Insurance SE — Mew Zealand Branch
(Overseas company registered in New Zealand under the Companies Act 1993)

Notes to the financial statements for the year ended 31 December 2017

1. Summary of significant accounting policies (continued)

{q) Goods and Services Tax

{r)

As highlighted in note 1(k), prior to July 2010, Great L.akes Insurance SE did not have a permanent
establishment for tax purposes in New Zealand, therefore deemed to have no requirement to register
for GST in New Zealand. The Branch portfolio from July 2010 is registered for GST in New Zealand.
All arounts are shown exclusive of GST except for receivables and payables that are stated inclusive
of GST.

Non-resident withholding tax

The non-resident portfolio of the Branch is subject to a premium withholding tax of 2.8% on the gross
premiums réceived in respect of non-life insurance business. However, no premium withholding tax
applies to the closed warranty, bond and surely busiresses as these businesses do not constitute
insurance for the purposes of the premium withholding tax.

2. Sumary of significant actuarial methods and assumptions

The effective date of the actuarial valuation on outstanding claims liabilities is 31 December 2017. The
liability valuation is documented in a report prepared by the Appointed Actuary, Ms. Susan Ley FNZSA,
FIAA. The report indicates that the Appointed Actuary is satisfied with the nature, sufficiency and accuracy
of the data provided upon which the outstanding claims liabilities have been determined. Methods utilised
and assumptions made in delermining the outstanding claims liability are in accordance with the
requirements of NZ IFRS 4 ‘Insurance Conltracts’ and consistent with the New Zealand Society of Actuaries
Professional Standard 30, “Valuation of General Insurance Claims”.

(@)
()

(i)

Key actuarial valuation methods and assumptions
Outstanding claims liabilities

Provision is made at the end of the year for the estimated cost of claims incurred but not settled at
balance date. These reserves include estimates for claims that have been reported, IBNR, and IBNER,
and include estimates of expenses associated with processing and setlling these claims.

The process of establishing reserves is subject to considerable variability as it requires the use of
infornied estimates and judgements. These estimates and judgements are based on numerous factors,
and may be revised as additional experience and other data become available or as regulations
change.

Outstanding claims liability is estimated by class of business. Historizal experience and other statistical
information are used to estimate the ultimate claim costs,

To determiné outstanding claims provision for a particular line of business, more than one method may
be used to estimate ultimate losses and loss expenses and the results are used to select a sirigle point
estimate. These methods may include, but are not necessarily limited to, extrapolations of historical
reported and paid loss data, application of industry logs development patterns to the reported or paid
losses, expected loss ratios developed by management, and historical industry loss ratios. Underlying
judgements and assumptlions that may be incorporated inte these actuarial methods include, but are
not necessarily limited to, adjustments to historical data usedin models to exclude aberrations in claims
data such as catastrophes that are typically analysed separately, adjustments to actuarial models and
related data for known business changgs and the effect of recent or pending litigation on future claims
setllements.

Key actuarial assumptions

The following key assumptions have been made in determining the outstanding claims liabilities:

2017 2016

Weighted average term to settiement (years) 0.71 0.73
Inflation rate Implicit Implicit
Discount rate 1.8% « 4.2% 1.9% -5.1%
Claims handling expense ratio 4.30% 1.30%
Blskmargin AOSRRL e . 2000%.

11



Great Lakes insurance SE - New Zealand Branch
{Overseas company registered in New Zealand under the Companies Act 1983)

Notes to the financial statements for the year ended 31 December 2017

2. Summary of significant actuarial methods and assumptions {continued)

(a) Key actuarial valuation methods and assumptions (continued)

(iii) Process used to determine assumptions

A description of the processes used to detarmine these agsumptions is provided below;

w

Weighted average term to seftlement

The weighted average term to settlement relates to the number of years until the payments are
made on average (inflated and discounted). The payment pallerm is selected based on higtorical
seltiement patterns. The weighted average term to settlement, while not itself an assumption,
pravides a surnmary indication of the future cash flow pattern,

Inflation rate

Insurance costs are subject to inflationary pressures. Inflation and superimposed infiation are
implicitly allowed for in the adopted actuarial valuation methods on the basis that it is refiected in
the development of historical claims cost.

Discount rate

In order to determine the interest rates used to discount the liabilities, an analysis of the term
structure of risk-free interast rates was prepared, The yield structure of New Zealand government
bands as at 31 December 2017 is used to derive the future effective annual interest rates.

Claims handling expense ratio

Mew Zealand and International Financial Reporiing Standards require insurers to establish a
provision for outstanding claims, which includes an allowance for claims handling expenses
(CHE). The claims handling expense ratio is determined by conducting an expense analysis,

Risk margin

The overall risk margin was determined allowing for the relative uncertainty of the outstanding
claims estimate for each class of business. The overall position is intended fo approximate 756%
probability of adequacy.

(b) The effect of changes in key actuarial assumptions

Sensitivity analyses are conducted to quantify the impact of changes in the key underlying variables.
The variations included in the reported results are calculated using certain assumptions about the
variables as disclosed below. The movement in any key variable will impact the financial position and
performance for a period. The following information describes how a change in each assumption will
affect claims liabilities and provides an analysis of the sensitivity of the outstanding claims liabilities to
changes in these assumptions.

Weighted average term to settlement

A decrease in average term to settlement implies that claims are being paid sooner than
anticipated. Expected payment patterns are used in determining the outstanding claims liability,
An increase or degrease in the weighted average term would have an opposite effect on
outstanding claims liabilities.

Risk margin

The outstanding claims liabilities includes a risk margin to allow for the inherent uncertainty in the
estimates of future claims cost. An increase or decrease in the percentage risk margin will have
a corresponding change in the overall outstanding claims liabilities,

Discount rate

The outstanding claims liabilities are calculated with reference to expected future payments.
These payments are discounted to adjust for the time value of money, An increase or decrease
in the assumed discount rate will have an oppaosite impact on the overall outstanding claims
liabilities.



Great Lakes Insurance SE - New Zealand Branch
(Overseas company registered in New Zealand under the Companies Act 1993)

Notes to the financial statements for the year ended 31 December 2017
2. Summary of significant actuarial methods and assumptions (continted)
{b) The effect of changes in key actuarial assuniptif)ns (continued)

s Claims handling expense ratio

An estimate for the internal costs of handling claims is included in outstanding claims liabilities.
An increase or decrease in the expense rate assumption would have a corresponding change on
outstanding claims liabilities.

(c) Sensitivity analysis of changes in key actuarial assuriptions.

The impact of changes in key actuarial assumptions is summarised below. Each change has been
calculated in isolation of the other changes.

The movements are stated in absolute terms where the base assumption is a percentage, for example,
if the base risk margin assumption was 22.0%, a 1% increase would mean a 23,0% risk margin. The
movements in the gross outstanding claims liability would have an opposing net impact on the profit
before tax for a yoar. The outstanding claim liabilities of the Branch are 100% reinsured with Munich
Reinsurance Company (New Zealand Branch), therefore, these movements will not impact net results.

Charnige in gross discounted
outstanding

Variable Movement in variable claim liabilities
2017 2016
7 $'000 $'000
Weighted average term to settlement +0.5 years (72) (133)
s L L _ -0.5 years Tt 135
Risk margin +1% 61 108
] i — = A% - (61) (108)
Discount rate +1% ) (53) (90)

: 1% b5 92

Claims handling expense ratio +1% 77 129
=1% (77) ) (129)

3. Risk rmanagement policies and procedures

The Branch carries on insurance business in New Zealand in the non-life insurance segment.

The financial condition and operéting results of the Branch are affected by a number of key financial and
non-financial risks. Risk management is the process of identifying, analysing, controlling, monitoring, and
reporting risks that could have a material impact on the operations of the Branch. Insurance risk involves the
consideration of the market, product design, pricing, underwriting, claims management and valuation risk,
The Branch's disclosed objectives and policies in respect of managing these risks are set out in the
remainder of this note.

{a) Risk management objectives and policies for mitigating financial risks
Objectives
Through its insurance operations the Branchi i$ exposed to financial risks such as credit risk, liquidity
risk and market risk. The Branch's risk managément framework seeks t0 minimise the potential
adverse effects of these risks on its financial performaince.
The key objective of the Branch's financial management strategy is lo ensure sufficient liquidity is

avallable at all times to meat its financial obligations, including setllement of insurance liabilities, and
to optimise the Branch's investment returns.

13



Great Lakes Insurance SE ~ New Zealand Branch
(Overseas company registered in New Zealand under the Companies Act 1993)

Notes to the financial statements for the vear ended 31 December 2017

3. Risk management policies and procedures {continued)

(@)
(i)

(i)

Risk management objectives and policies for mitigating financial risks {continued)
Credit risk

Credit rigk is the risk that one party to a financial instrument wili cause a financlal loss to the ather parly
by failing to discharge an obligation,

The following policies and procedures are in place to mitigate the Branch's exposure to credit risks and

concentration:

+  The credit risk in respect of client balances: Premium paid by managing general agents are paid
net of commission so that no commission liability exists untll a premium is paid,

s Reinsurance Is held with highly rated group entities only,

The carrying amounts of financial assets represent the maximum credit exposure. The table below
provides information regarding the rmaximum exposure to credit risk for the components of the Balance
Sheet.

Carrying amount

2017 2016

Cash #,277,065 787,128
Accounts recelvable from insurance business 1,685,708 6,620,261
Reinsurancs racoverias 7,728,099 13,027,470
Sundry debtors 108,231 330,416
Profit commission recoverable ; 279,407 83,175
Total 1 2,078,50?‘_ 20,848,450
No financial assets are either past due or impaired

Standard & Poor's A- to AAA 10,286,482 13,000,212
Not rated g 1,792,028 6,948,238
Total 12,078,507 20,848,450

All financial assets carried at fair value through profit or loss are categorised as level 1 of the fair value
measurement hierarchy. The fair value of level 1 financial assets are based on quoted prices in active
markets for identical instruments at the Balance Sheet date.

The Branch has a significant credit exposure to its reinsurer and ulimate parent entity Minchener

Ruckversicherungs-Gegellsahaft. Mnchener RUckversicherungs-Geselischaft has a Standard and
Poor's credit rating of AA-.

Liguidity risk

Liquidity risk is the risk that an entity will encaunter difficulty in meeting obligations associated with

financial instruments,

The following policigs and procedures are in place to mitigate the Branch's exposure to liquidity risk:

e The Branch maintains a sufficient portfolio of quuid financial assets that are readlly converted to
cash to meet the needs of the business, without incur ring unacceptable Iosseu or risking damage
tq the Branch's reputation,

¢ The Branch maintains financial assets with similar duration as the underlying outstanding claims
liabifities of the business in order to ensure sufficient funding is available to meet outstanding
claims obligations.

The table below summarises the maturity profile of the financial liabilities of the Branch at carrying
value, except for outstanding claims, where maturity profiles are determmed on the discounted
estimated timing of cash outflows.



Great Lakes Insurance SE - New Zealand Branch

(Overseas company registered in New Zealand under the Companies Act 1993)

Notes to the financial statements for the year ended 31 December 2017

3. Risk management policies and procedures (continued)

(a) Risk management objectives and policies for mitigating financial risks (continued)

(ii) Liquidity risk (continued)

2017

Payables _
Profit commission payable
Outstanding claims

Total

2016

Payables

Profit commission payable
Qutstanding claims

Total

(iiii) Market risk

Total Up to 1 year 1-5 years  Over 5 years
$ $ $ $
2,736,948 2,736,948 - -

279,407 279,407 - -
7,736,492 6,775,125 912,241 49,126
10,752,847 9,791,480 912,241 49,126
6,724,260 6,724,260 - -
83,175 83,175 4 2
13,033,712 10,896,523 2,124,563 12,626
19,841,147 17,703,958 - 2,124,563 12,626

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices. Market risk comprises three types of risk: interest rate risk,
currency risk and other price risk.

The following policies are in place to mitigate the Branch’s exposure to market risk:

. The Branch manages its risk within an Asset and Liability Management (ALM) framework. The
ALM framework forms an integral part of the insurance risk management policy and ensures the
Branch maintains financial assets with similar duration and cash flow characteristics as the
underlying insurance contract liabilities of the business. This minimises the risk of interest rate
movements resulting in a mis-match between the value of the assets and the liabilities.

»  The Branch does not trade in derivatives or use derivatives to manage exposures to interest rate
risk, foreign currency risk and other price risk.

Interest rate risk

The Branch has determined that ali financial assets held are assets backing insurance contract
liabilities. The investment income of the Branch will decrease as interest rates decrease. The insurance
liabilities are closely matched to reinsurance recoveries.

The Branch's exposure to interest rate risk and the effective weighted average interest rate for each
significant class of interest bearing financial asset are set out below:

--- Fixed interest maturing in:---

Weighted Floating

average  interest Upto1 . 1to Over
interest rate year 5 years 5 years Total
. rate $ $ $ $ $

2017 : : j
Cash 1.85% 2,277,065 - - - 2,277,065
Total 2,277,065 - - __- 2277065
2016
Cash 1.75% 787,128 - - - 787,128
Total 787,128 - - - 787,128
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Groat Lakes nsuranee SE - New Zealand Branch
{Overseas company registered in New Zealand under the Companies Act 1983}

Motes to the financial statements for the year ended 31 December 2047
3. Risk management policies and procedures {continued)

{a) Risk management objectives and policies for mitigating financial risks (continued)
{iii) Market risk [continued]

A +l- 1% mavemant in the bank interest rate would have an impact of $22,771 (2016: $7,871) an the
Staterent of Cemprenensive Incoma,

Currency risk

The Branch operates in New Zealand, Assets are maintained in the local currency to mateh the
axpected liabllities, Hence the Branch’s curreney risk is nol considered to be of a material nature,

Other price risk

The Branch does not trade derivativas or hold equity securities in another entity, therefore there is no
material exposure to other price risk.

(b) Risk management objectives and policies for mitigating insurance risks
{iy Objectives
The Branch's objectives and policies in raspect of managing insurance risks are:

® Understanding insurance risk as the risk of loss, of inadequate claims handiing, or of adverse
change in the value of insurance liabilities, due o inadequate pricing and provisioning
assumptions.

[ Measuring the frequency and severity of possible insurance risk loss svents.
«  Treating insurance risk with controis designed to ensure:
-~ Adherence to compatency basad undarwriting guidalines and limits,
- Improving underwriting platform and pricing tools,
- Sufficient business pricing peer-reviews.
—  Compelency based peer reviewing of all business.
Rigorous analysis of: Contemporaneous & Periodic Renewal Monitoring Reports.
«  Monitoring insurance risk by reporting and responding to incidents.
e Pratecting the Branch by undertaking 100% reinsurance with highly rated group entities.
(i} Coneentrations of insurance risk

The Branch's exposure to concantrations of insurance risk is managed through reinsurance. The
Branch conducts significant analysis of single-gvent exposures on an engoeing basis and continues to
be well within the limits mandated by its head office.

(iii) Exposure to risk

The Branch actively manages its exposure to risks by applying prudent underwriling controls to
renewals and new businass and in managing claims in order to enhance its financlal performance. The
key policies in place to mitigate insurance risk include:

e Management reparting

The Branch utilises comprehensive managerment information systems and actuarial models using
historical information to calculate premiums and monitor claims, It reports financial and
operational results quarterly and undertakes regular exparience analysis to monitor emarging
trends.

s Underwriting and claims management procedures

Underwriting procedures are documented and include limits to delegated authorities and signing
powers. Internal auditors from the parent entity review the underwriting and claims management
processes to ensure adequate controls are in place and that they are effective, Strict claims
management procadures ensure the timely and correct payment of claiins in acgordance with
policy conditians.
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{Overseas company registered in New Zealand under the Companies Act 1993)
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Notes to the financial statements for the year ended 31 December 2017

3. Risk management policies and procedures (continued)

(c) Capital management

(i) Regulatory capital

The Branch is regulated by the Reserve Bank of New Zealand to carry out insurance business in New
Zealand. It has been granted an exemption from compliance with the solvency standard under section
59 of the Insurance (Prudential Supervision) Act 2010 as the licensed entity is Great Lakes Insurance
SE. It is the licensed entity that needs to comply with the solvency standard. As at 31 December 2017,
Great Lakes Insurance SE's solvency ratio fully met minimum solvency requirements stipulated by the
European Union under the Solvency Il regulatory regime.

The goal of the current capital management plan for the Branch is to keep positive net assets at all times.

(i) Ratings capital

Great Lakes Insurance SE maintains the capital strength by referenée to a target financial strength rating
from an independent ratings agency. The ratings help to reflect the financial strength of Great Lakes
Insurance SE and demonstrate to the stakeholders the ability to pay claims in the long term. Rating
agencies assess the financial strength of Great l.akes Insurance SE. The Branch is classified as a branch
of Great Lakes Insurance SE. Therefore the Branch obtained the same rating as Great Lakes Insurance
SE based on ratings published by Standard & Poor's Ratings services as at 31 December 2017. At the
date of this report, Great Lakes Insurance SE has a credit rating of ‘AA-' from Standard & Poor’s (2016:
‘AA-) and a credit rating of ‘A+' from AM Best (2016 ‘'A+’). ;

(d) Development of claims

Information about actual claims compared with previous estimates is provided below for claims for which
uncertainty about the amount and timing of claim payments is not typically resolved within one year.

2012 & 2013 2014 2015 2016 2017 Total
prior
$ $ $ $ $ $
Estimate of gross ultimate
claims cost
At end of underwriting year 4,279,305 7,433,583 8,729,651 10,341,783 6,062,749
One year later 4,965,311 9,817,234 12,979,612 13,464,676
Two years later 4,839,472 9,104,520 11,548,350
Three years later 4,854,654 9,129,484
Four years later 4,841,775
Five years later
Current estimate of ultimate 26,210,019 4,841,775 9,129,484 11,548,350 13,464,676 6,062,749 71,257,054
claims cost
Cumulative gross paymants 25,959,059 4,704,513 9,027,541 11,305,243 10,577,173 3,555,420 65,128,949
Undiscounted ’
outstanding claims for the
five most recent ) )
underwriting years 250,881 137,261 101,943 243,107 2,887,503 2,507,329 6,128,105
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Great Lakes Insurance SE -- New Zealand Branch
(Overseas company registered in New Zealand under the Companies Act 1993)

Notes to the financial statements for the year ended 31 December 2017
4. Revenue from operating activities

2017 2016
S T
inasurance revenue '
Premium revenue ) 30,431,686 39,170,430
Reinsurance recoveriies réevenue 7,268,862 14,345,609
Reinsurance exchange commissions 18,440,285 24,555,006
Administration commission income 675,908 737,710
Total insurance revenue 56,616,738 78,806,845
investiment revenue
Interest 4483 35234
Total investment revenue 34,463 345,234
Other revenue
Other income ' 25392 112
Total other revenue ) 25,302 112
Total revenue from operating activities 56,876,533 70,844,191
5. Expenses from operating activities
2017 2016
—t 8
Insurance expense
Qutwards reinsurance expense 30,431,686 39,170,430
Claims expense ) 7,249,809 14,456,615
Acquisition expense 16,434,380 24,761,675
Insurance admin expenses _ 2 262,500
Total insurance expense . 56,115,885 78,641,120
Total other expenses 488,241 61,291
Total expenses from operating activities 56,604,126 78,702,411
6. Taxes .
{a) Income tax expense/(benefit)
2017 2016
e 5
Deferred tax 56,782 38,880
Current tax 20,293 .
Tax expensel/(banefit) . T1075 36980
(b) Reconciliation of prima facie tax payable to income tax expense
2097 2016
Profit/(loss) before tax 272,467 141,780
Prima facie income tax expense/(benefit) at the New Zealand Tax rate of 28%
(2016; 28%) 76,291 39,698
Tax effect of amounts which are not deductible (taxable) in calculating taxable
income: . ‘ : i
Movement in temparary differences 1,313 -
Non-agsessable expense/(income) (613) (637)
Over/(under) provision priar year L @1
Tax expensel/(benefit) _ 17078 38,980




Great Lakes Insurance SE - New Zealand Branch
(Overseas company registered in New Zealand under the Companies Act 1993)

Notes to the financial statements for the year ended 31 December 2017

7. Netc¢laims incurred

2017 2016
Current year  Prior year Total + Currentyear Prior year Total
$ 5 $ $ $ $

Gross claims
expenses/(recoveries)
Gross claims incurred -

umtllassunisd 6,062,749 1,689,718 7,752,467 12,250,012 1,820,787 14,079,799

Discount movement (28,243) 107,791 79,548 (107,167) - (107,167)
Qliscountsd ek margin 636,714 (1,218,920)  (582,206) 483,983 ; 483,983
movement . ;

Discounted gross : : .

clalms expenses , 6,671,220 578,589 7,-249,80‘9 12,635,828 1,820,787 14,456,615

Reinsurance and other

récoveries

revenue/{expense)

Reinsurance and other

recoverias revenue — (6,062,749) (1,711,055) (7,773,804) 12,184,394 1,785,051 13,969,445
undiscounted

Discount movement 28,243 (108,543) (80,300) (107,892) . (107,892)

Discounted rlek margin (636,714) 1,221,956 585,242 484,056 - 484,056
movement _ i

Discounted
reinsurance and other (6,671,220) (597,642) (7,268,662) 12,560,558 1,785,051 14,345,609
recoveries reveriue - _ 7

Net claims incurred s {19,053) (19,053) 75,270 35,736 111,006

Current year claims relate to risks borne in the current financial year. Prior year claims relate to a
reassessment of the risks borne in all previous financial years.

8. Underwriting result

2017 2016

' 3 $
Premium révenue 30,431,686 39,170,430
Outwards reinsurance _{80,431,686)  (39,170,430)
Net premium : el -
Claims expense (7,249,800)  (14,456,615)
Reinsurance recoveries - 7,260,862 14,345,609
~ Underwriling expenses (18,434,390)  (25,014,075)
Reinsurance exchange commission 18,440,285 24,555,006
Administration commission income 675805 737,710
Underwriting result ... 100,853 167,725

9. Cash

2017 2016

il o .
Cash at bank 2,277,065 787128

Cash al bank brears average interest of 1.85% (2016: 1.75%).



Great Lakes Insurance SE - New Zealand Braneh
(Overseas company registered in New Zealand under the Companies Act 1933)

Notes to the financial statements for the year ended 31 December 2017

10. Deferred acquisition costs

2007 20186
Deferred acquisition costs 1,912,751 8,497,323
Reconciliation of movement in deferred acqguisition costs
Balance at 1 January . 8,487,323 8,558,588
Costs deferred in current financial year 1,312,784 5,604,693
Write-down of deferred acquisition cost - (107,278}
Amortisation of costs deferred in previous financial years _{8,497,323)  (5558,598)
Balance at 31 December L 1512751 8,497,323
11, Deferred tax assets
2017 2016
$ $
Deferred tax assets
Deferred tax assets relate to timing differences and compriges the tax effect of
the following amounts recognised in the Statement of Comprehensive Incorne:
Loss adjusted expense 18,618 45,219
Debtors 3,814 3,714
Liability adequacy test write-downs - 30,085
Deferred acquisition costs a64 {30,085)
Carry forward tax loss e 31,840
Total deferred tax assets 23,786 80,573
12. Payables
2017 2016
5 _ $
Amount due to reinsurer — related party 2,400,084 6,673,771
Amount due to others 316,571 50,484
Current tax liabilities Z0,293 -
Transfer of tax credits (to) related party 5. (5)
Total payahles ‘ 2,736,948 6,724,260
13, Outstanding claims liabilities
{a) Qutstanding claims liabilities
2017 2016
§ 5
Central estimate of gross outstanding ciaims 6,068,396 10,782,523
Claims handling expense 68,204 140,143
Discount to present value (79,373) (158,921)
Risk margin 1,687,760 2,269,967
Total cutstanding claims liahilities - discounted __1,736492 13.033.712____
Current : 6,775,125 10,896,523
Non-curient 961,367 2,137,189
Total outstanding claims liabilities - discounted f 7,736,492 ‘jg,ﬂOSC%.?‘I?.u
Reconciliation of movement in discounted outstanding claims liabilities :
Balance at 1 January 13,033,712 9,915,674
Additional provisions recognised 7,248,809 14,456,615
Liabilities paid {12,547,029) (11,338,578)
Balance at 31 December 7,736,492 13,033,712
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Great Lakes Insurance SE — New Zealand Branch
(Overseas company registered in New Zealand under the Companies Act 1993)

Notes to the financial statements for the year ended 31 December 2017
13. Outstanding ¢laims liability (continued)
{b) Inflation and discount rates
The liability for outstanding claims is measured as the present value of the expected future payments
reflecting the fact that all claims do not have to be paid out in the immediate future. The expected fulure
payments are estimated on the basis of the ultimate cost of setlling claims which is affected by factors

arising during the period to setllement such as normal inflation and superimposed inflation. The expected
future payments are then discounted to a present value at the balance date using a discount rate.

14. Unearned premium liability

2017 2016

$ i) _
Unearned premium fiability-current 2,198,861 13,822 599
Reconsiliation of movement in unearned premium )
Balance at 1 January 13,922,599 14,034,987
Deferral of premium on contracts written in the period 2,198,861 13,922,599
Earning of premium written in previous periods {13,822,599) (14,034,987)
Balance at 31 December . 2,198,861 13,922,599

15. Liability adequacy test

A liability adequacy test has been conducted using the net central estimate of the present value of expected
future cash flows and has identified a deficit.

2017 2016
$ 3 _
Unearned premium liabilities 2,198,861 13,922,599
Related deferred acquisition costs (1,312,751)  (8,604,698)
Related reinsurance assets . (8B4,812)  (5425277)

298 (107,376)

Net deficiency “ (107,376)
Write down of deferred acquisilion costs 9 (107,376)
Probability of sufficiency % e 50% 60%

The risk margin has been arrived at by determining margins for each line of business and then applying
reductions on account of diversification over the various lines of business. This was done by applying a
suitable correlation matrix to the expected values and uncertainties of the individual unexpired risk liabilities.

16. Remuneration of auditors

2017 2016
$ $
KPMG-Audit foes! 30,530 31,605

1 The amoiints are presented in Australian Dollar,
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Groat Lakes Insurance 8E ~ New Zealand Branch
(Overseas company registered in New Zealand under the Companies Act 1993)

Notes to the financlal statements for the year ended 31 December 2017
17. Reconciliation of (loss)/profit after income tax to net cash flows from operating activities

2017 2016
$ $

Net Profit/{loss) for the year 195,392 102,800
Adjustments for investment revenue (34,464) (35,234)
Net cash from operating activities before change in assets and liabilities 160,928 57,565
Change in assets and liabilities during the financial year

(Increase)/decrease in receivables . 29,233,081 (2,683,804)
(Decrease)/increase in other creditors and accruals (27,995,312) (615,907)
Decreasel(increase) net deferred tax asseat 56,777 38,981
Net cash from operating activities .. 1455474  (3,398,164)_

18. Related party transactions
{a) Parent entifies

The ultimate parent enlity is MUnchener Rickversicherungs-Gesallschaft, a company incorporated in

Germany with limited liability.
(b) Directors
Disclosures relating to directors are set out in Note19,

(c) Guarantees

Na guarantees have been given to or received from any related parties that are outside the normal trading

arrangements.

(d) Transactions with related parties

2017 2016
Transaction description $ $
Munich Reinsurance Company (New Zealand Reinsurance (6,540,002)  (2,605,004)
Branch) :
Minchener Ruckersicherungs-Geselischait Reinsurance - 4,572
Munich Holdings of Australasia Pty Limited Management expenses ©(277,691) (376,909)
Munich Re New Zealand Service Limited Management expenses (101,546) (169,619)
Caorion Pty Limited Management gxpenses - (129,319)
Rural Affinity Insurance Agency Ply Limited Underwriting activity 371,274 29,782
Great Lakes Insurance SE Home office expenses Whsete,  (38,617)
Total __15,548,018)  (3,285,114)
{e) Outstanding balances
Current account balances (payable)/receivable with related parties at the balance date were:
2017 2016
Transaction description $ $ _
Munich Reinsurance Company (New Zealand Reinsurance - (2,400,084) (6,672,077)
Branch)
Europaische Reiseversicherung Reinsurance - (1,694)
Rural Affinity Insurance Agency Ply Limited Underwrifing activity 20,334 35348
Total : (2,378,750)  (6,638,423)

No provision for doubtful debts has been raised by either the Branch or the parent entity in relation to
any outstanding related parly balances, and no expense has been recognised in respect of bad or

doubtful debts due from related parties.
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Great Lakes Insurance SE ~ New Zealand Branch
(Overseas company registered in New Zealand under the Companies Act 1993)

Notes to the financial statements for the year ended 31 December 2017
18. Related party transactions (continued) '

{f} Terms and conditions

Al related party transactions were made on normal commercial terms and conditions and at market rates
(including market rental rates). Outstanding balances are unsecured and are payable in cash.

(g} Qutwards reinsurance

The non-resident portfolio of the Branch is proiected by a Facultative Obligatory reinsurance contract
with the parent entity, MUnchener Rickversicherungs-Gesellschaft, a company incorporated in Germany
with limited liability. The resident portfolio of the Branch is protected by 100% guota share with Munich
Reinsurance Company (New Zeatand Branch).

{h) Key management personnel and director transactions

-The key management personnet also provide services to the immediate parent and a number of fellow
subsidiary undertakings for which payment is made by the immediate parent undertaking. It is not
practical to apportion these emoluments received and therefore are not disclosed in respect of any key
management personnel in these financial statements.

19. Directors' disclosure
The Directors helding office at any time during the financial year and up until the date of this report were:

Supervisory Board
C-U. Kroll {Chairman) (Appointed on 30.12.2016)
A. Wettermnann (Appointed on 30.12.2016)

C. Carus (Appointed on 30.12.20186)

C. Prussog (Appointed on 30.12.2016)

Board of Management

A. Stegner (CEQ) (Appointed on 30.12.2016)
S. Pasternak (CFO) (Appointed on 30.12.2018)
T. Klaufl? (CRO) (Appointed on 30.12.2016)

S. Deutscher (COO) (Appeointed on 01.04.2017)
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Great Lakes Insurance SE - New Zealand Branch
(Overseas company registered in New Zealand under the Companies Act 1993)

Notes fo the financial statements for the year ended 31 December 2017
20. Contingencies

The Branch has no known contingent liabilities or contingent assets at the reparting date or ths pricr year
reporling dats.

21, Commitments
(&) Capital commitments

There wera no capital cornmitments contracted for at the reporiing date or the prior year reporting date that
have not been recognised as a liability,

(b) Lease commitments

There were no lease commitments contracted for at the reporting date or the prior year reporting date that
have not baen recognised as a liability,

22. Subsequent events

No significant events have occurred subsequent to the end of the reporting date.

23. Solvency of licensed entity

GLISE is the entity licensed by the RBNZ to conduct insurance business in New Zealand. The 31 Dacember
2017 selvency disclosures for the licensed entity as calculated in accordance with the requirements of the
home jurisdiction are as follows:

2017 2018

£'000 £'000
Aggregate Actual Solvency Capital 432,071 401,702
Aggregate Minimum Solvency Capital 180,463 163,706
Aggregate Solvency Margin 251,608 232,996
Aggregate Solvency Ratio 239% 238%

24, Future of GLNZ

During 2016 a decision was made to cease writing business via GLNZ's licensa. As a result of this decision,
upon completion of the run-off of the existing insurance liabilities, GLISE may decide o apply for cancellation
of GLNZ's insurance license, unless MR Group decides to use the existing license for other primary
insuranee apportunitias,



Great Lakes Insurance SE -- New Zealand Branch
(Overseas company registered in New Zealand under the Companies Act 1893)

Directors’ Declaration

The Board of Management is pleased to present the Financial Statements of Great Lakes Insurance SE
(overseas Branch registered in New Zealand under the Companies Act 1993) for the year ended 31 December
2017, and the auditors’ report thereon.

In the Board of Management's opinion, the Financial Statements and notes set out on pages 2 to 23:

(@  comply with New Zealand generally accepted accounting practice and give a true and fair view of the
financial position of the Branch as at 31 December 2017 and the results of operations for the year ended
on that date; and

(b) have been prepared using the appropriate accounting policies, which have been consistently applied
and supported by reasonable judgements and estimates.

The Board of Management belisve that proper accounting recerds have been kept which enable, with
reasonable accuracy, the determination of the financial position of the Branch and facilitate cornpliance of the
financial statements with tha Financial Reporting Act 1993. There are reasonable grounds to believe that, as at
the time this staterment is made, the Branch will be able to pay all debts or claims as and when they are due.

The Board of Managément consider that they have taken adequate steps to safeguard the assets of the
company, and to prevent and detect fraud and other irregularities. Internal control procedures are also

considered to be significant to provide a reasonable assurance as to the integrity and reliability of the financial
statements. .

For and on behalf of the Board of Management.

o~ '(\__;7

//: l, ﬁ/\ | n <_{ | YCQT._;C - «@

/éiirman of the Board/of Management Member of the Board of Management

23.03.2018 23.03.2018
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ncependent Auditor's Repoar

To the shareholder of Great Lakes Insurance SE — New Zealand Branch

Report on the financial statements

Opinion
In our opinion, the accompanying financial We have audited the accompanying financial

statements of Great Lakes Insurance SE New statements which comprise:

aediand,{ithe branch).on pades 810 24: — the statement of financial position as at 31

i. present fairly in all material respects the December 2017;
branch’s financial position as at 31 December
2017 and its financial performance and cash
flows for the year ended on that date; and

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

comply with New Zealand Equivalents to

International Financial Reporting Standards and

International Financial Reporting Standards.

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

\Q/ Basis for Opinion

We conducted our Audit in accordance with International Standards on Auditing (New Zealand) (ISA's (NZ)). We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

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

Our responsibilities under ISA {(NZ) are further described in the auditor’s responsibilities for the audit of the
financial statements section of our report.

Subject to certain restrictions, partners and employees of our firm may alsc deal with the branch on normal terms
within the ordinary course of trading activities of the business of the branch. These matters have not impaired our
independence as auditor of the branch. The firm has no other relationship with, or interest in, the branch.

i —— Other information

The Directors, on behalf of the branch, are responsible for the other information included in the entity's Financial
Report. Other information includes the Statement of Corporate Governance. Our opinion on the performance
report does not cover any other information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the performance report our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the performance report or our
knowledge obtained in the audit or otherwise appears materially misstated. If, based on the work we have
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performed, 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.

$ i —
198 Use of this independent auditor’s report

This independent auditor's report is made solely to the shareholder as a body. Our work has been undertaken so
that we might state to the shareholder those matters we are required to state to them in the independent
auditor's report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the shareholder as a body for our work, this independent auditor's report, or
any of the opinions or conclusions we have formed.

n Responsibilities of the Directors for the financial statements

The Directors, on behalf of the branch, are responsible for:

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

— implementing necessary internal control to enable the preparation of financial statements that are fairly
presented and free from material misstaterment, whether due to fraud or error; and

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

x,e,\ Auditor’s responsibilities for the audit of the financial statements

Our objective is:

— to obtain reasonable assurance about whether the financial statements prepared as a whole is free from
material misstatement, whether due to fraud or error; and

— toissue an independent auditor’s report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with International Standards on Auditing (New Zealand) will always detect a material misstatement when it
exists.

Misstatements can arise from fraud or error. They are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.
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A further description of our responsibilities for the audit of these financial statements is located at the External
Reporting Board (XRB) website at:

http:/,"www.xrb.govt.nz,’standards~for-assurance-practitioners/auditors-responsibilities!audit-report-B/

This description forms part of our independent auditor's report.

Wl f

KPMG
Sydney

16 April 2018
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