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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 2019 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: 

Board of Management 

Dr. Achim Stegner (CEO) (Appointed on 01.08.2015) 

Dr. Stefan Pasternak (CFO) (Appointed on 01.04.2014) 

Dr. Tobias Klauss (CRO) (Appointed on 01.01.2017) 

Stéphane Deutscher (COO) (Appointed on 01.04.2017) 

Supervisory Board 

Claudia Hasse (Chairperson) (Appointed on 01.01.2019) 

Alex Wettemann (Appointed on 30.12.2016) 

Christoph Carus (Appointed on 30.12.2016) 

Dr. Carsten Prussog (Appointed on 30.12.2016) 

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 2019 is a profit after tax of $16,992 (2018: loss after tax of $95,471). 

The Branch is classified as a branch of GLISE. Therefore, the Branch obtained the same rating as GLISE based 
on ratings published by Standard & Poor’s Ratings services. At the date of this report, GLISE has a credit rating 
of ‘AA-‘ from Standard & Poor’s (2018: ‘AA-‘) and a credit rating of ‘A+’ from AM Best (2018: ‘A+’). 

The Branch continues 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. 

Significant changes in the state of affairs 

Effective 1st January 2019, an internal accounting reorganisation took place where all in-force businesses from 
the balance sheet of the Branch were reorganised into GLISE Australian Branch (“GLA”). GLA assumes 
responsibility of administering these businesses from 1st January 2019.  

The Branch ceased its physical presence in New Zealand which resulted in the closure of the New Zealand 
office at the end of 2018. For the time being, the Branch maintains its insurance licence in New Zealand in 
compliance with Section 8 of the Insurance (Prudential Supervision) Act 2010, pending further review by 
management. 

The business that existed prior to the establishment of the Branch was not subject to the internal accounting 
reorganization. This business was underwritten on behalf of Great Lakes Insurance SE UK Branch (formerly 
known as “Great Lakes Reinsurance (UK) PLC”). It is made up of one open claim from which a recovery is 
expected.  
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Directors’  Report 

Matters subsequent to the end of the financial year 

The Directors are not aware, at the date of this report, of any other matter or circumstance than those set out 
above which has arisen since 31 December 2019 that has significantly affected or may significantly affect: 

(i) The operations of the Branch

(ii) The results of those operations; or

(iii) The state of affairs of the Branch in the financial years to 31 December 2019.

Signed in Munich on 27 March 2020 in accordance with a resolution of the directors:

Chairman of the Board of Management Member of the Board of Management 
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Statement Of Comprehensive Income  

For the year ended 31 December 2019 

* Refer to Note 1(s)

Note
2019 2018

Restated*

$ $

Net profit/(loss) from discontinued operations

Revenue from operating activities

Insurance revenue - 2,007,654

Investment revenue -   48,158 

Other revenue -   2,470 

Total revenue from operating activities 4 - 2,058,282

Expenses from operating activities

Insurance expense - 1,785,167

Other expenses - 411,015

Total expenses from operating activities 5 - 2,196,182

Loss before tax - (137,900)

Tax benefit 6 - (38,612)

Net loss for the year from discontinued operations - (99,288)

Net profit from continuing operations

Revenue from operating activities

Insurance revenue (728,885) -   

Investment revenue 9,325 10,915 

Other revenue -                                 -   

Total revenue from operating activities 4 (719,560) 10,915 

Expenses from operating activities

Insurance expense (736,552) 7,098 

Other expenses -                                 -   

Total expenses from operating activities 5 (736,552) 7,098 

Profit before tax 16,992 3,817 

Tax (benefit)/expense 6 -                                 -   

Net profit for the year from continuing operations 16,992 3,817 

Total comprehensive income/(loss) for the year 16,992 (95,471)

The Statement of Comprehensive Income is to be read in conjunction with the notes to the financial statements set out on 
pages 7 to 30. 
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Statement of Financial Position 

As at 31 December 2019 

* Refer to Note 1(s)

Note

2019 2018

Restated*

$ $

Assets held for distribution

Cash at bank - 4,106,531 

Accounts receivable on insurance business - 770,932 

Reinsurance recoveries - 2,501,556 

Sundry debtors - 69 

Income tax - 32,836 

Profit commission recoverable - - 

Deferred acquisition costs 9 - - 

Deferred tax asset 10 - 9,279 

Total assets held for distribution - 7,421,203 

Assets from continuing operations

Cash at bank 722,356 713,839 

Accounts receivable on insurance business - - 

Reinsurance recoveries 400,225 993,921 

Sundry debtors - - 

Income tax - - 

Profit commission recoverable 136,188 279,407 

Deferred acquisition costs 9 - - 

Deferred tax asset 10 - - 

Total assets from continuing operations 1,258,769 1,987,167 

Total assets 1,258,769 9,408,370 

Liabilities held for distribution

Payables 11 - 4,501,412 

Outstanding claims 12 - 1,832,782 

Unearned premiums 13 - - 

Profit commission payable - - 

Total liabilities held for distribution - 6,334,194 

Liabilities from continuing operations

Payables 11 - - 

Outstanding claims 12 392,937 996,108 

Unearned premiums 13 - - 

Profit commission payable 136,188 279,407 

Total liabilities from continuing operations 529,125 1,275,515 

Total liabilities 529,125 7,609,709 

Net assets 729,644 1,798,661 

Head office account

Head office account 153,330 673,835 

Retained earnings 576,314 1,124,826 

Total head office account 729,644 1,798,661 

The Statement of Financial Position has been prepared in order of liquidity. The Statement of Financial Position is to be read 
in conjunction with the notes to the financial statements set out on pages 7 to 30. 
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Statement Of Changes In Equity  

For the year ended 31 December 2019 

2019 

Head office 
account 

$ 

Retained 
earnings 

$ 

Total 
$ 

Balance at 1 January 673,835 1,124,826 1,798,661 

Comprehensive income for the year - 16,992 16,992 

Transactions with owners of the 
Branch 

- - - 

Internal accounting reorganisation (520,505) (565,504) (1,086,009) 

Balance at 31 December 153,330 576,314 729,644 

2018 

Head office 
account 

$ 

Retained 
earnings 

$ 

Total 
$ 

Balance at 1 January 127,860 1,220,297 1,348,157 

Comprehensive (loss) for the year - (95,471) (95,471) 

Transactions with owners of the 
Branch 

545,975 - 545,975 

Internal accounting reorganisation - - - 

Balance at 31 December 673,835 1,124,826 1,798,661 

The Statement of Changes in Equity is to be read in conjunction with the notes to the financial statements set out on pages 7 
to 30. 



Great Lakes Insurance SE – New Zealand Branch 

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

6 

Statement of Cash Flows  

For the year ended 31 December 2019 

* Refer to Note 1(s)

The Statement of Cash Flows is to be read in conjunction with the notes to the financial statements set out on pages 7 to 
30. 

2019 2018

Restated*

Note $ $

Net (decrease)/increase in cash from discontinued operations (4,105,531)         2,273,057          

Cash flows from operating activities

Premium and commission received - 849,357 

Claims paid - (3,489,034) 

Internal settlement of income tax - 431,812 

Reinsurance recovered - 4,788,283 

Management and administration expenses paid - (357,938) 

Other income - 2,418 

Internal accounting reorganisation 12 (3,019,522)         - 

Net cash from operating activities 16 (3,019,522)         2,224,898          

Cash flows from investing activities

Interest received - 48,159 

Net cash from investing activities - 48,159 

Cash flows from financing activities

Inernal accounting reorganisation (1,086,009)         - 

Net cash flows from financing activities (1,086,009)         - 

Net increase in cash from continuing operations 7,517 270,248 

Cash flows from operating activities

Premium and commission received - - 

Claims paid 12 (1,808) (10,666) 

Income tax refund - - 

Reinsurance recovered - 270,000 

Management and administration expenses paid - -

Other income - -

Net cash from operating activities 16 (1,808) 259,334 

Cash flows from investing activities

Net interest received 9,325 10,914 

Net cash from investing activities 9,325 10,914 

Cash flows from financing activities

Inernal accounting reorganisation - - 

Net cash flows from financing activities - - 

Cash at 1 January 4,820,370          2,277,065          

Net (decrease)/increase in cash (4,098,014)         2,543,305          

Cash at 31 December 722,356 4,820,370          
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Notes to the financial statements for the year ended 31 December 2019 

1. Summary of significant accounting policies

Great Lakes Insurance SE (GLISE) New Zealand Branch (the Branch) is registered to carry on business in
New Zealand for a foreign company, Great Lakes Insurance 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 25 March 2020.

(a) Statement of compliance

The financial statements have been prepared in accordance with New Zealand Generally Accepted
Accounting Practice (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 have been prepared in accordance with New Zealand Generally Accepted
Accounting Principles (NZ GAAP). They comply with New Zealand equivalents to International
Financial Reporting Standards (NZ IFRS) and other applicable Financial Reporting Standards as
appropriate for Tier 1 for-profit entities. The financial statements also comply with International
Financial Reporting Standards (IFRS).

Effective 1st January 2019, an internal accounting reorganisation took place where all in-force
businesses from the balance sheet of the Branch were reorganised into GLISE Australian Branch
(“GLA”). GLA assumes responsibility of administering these businesses from 1st January 2019. The
Directors have taken this into account and the financial statements will continue to be prepared on a
going concern basis until such a time as the Directors determine the Insurance licence is no longer
necessary.

The financial statements also include business that existed prior to the establishment of the Branch
which was not subject to the internal accounting reorganization. This business was underwritten on
behalf of Great Lakes Insurance SE UK Branch (formerly known as “Great Lakes Reinsurance (UK)
PLC”). This business is made up of one open claim from which a recovery is expected. This business
is governed by the law of New Zealand and is recognised as “continuing operations” throughout the
financial statements.

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

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 financial statements are presented in New Zealand Dollars, which is the Branch’s presentation
and functional currency.
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Notes to the financial statements for the year ended 31 December 2019 

1. Summary of significant accounting policies (continued)

The following accounting standard and amendment were issued but is not yet mandatory and have not 
been adopted by the Branch for the financial year ended 31 December 2019. An assessment of the 
impact of the new or amended standards is set out below. 

NZ IFRS 17 ‘Insurance Contracts’ 

NZ IFRS 17 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 Variable 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 for the Branch has not yet been determined. 

2019 Omnibus Amendments to NZ IFRS 

The standard has been issued to make minor amendments to NZ IFRS 10 ‘Consolidated Financial 
Statements’, NZ IAS 28 ‘Investments in Associates and Joint Venture’, FRS-44 ‘New Zealand 
Additional Disclosures’, and editorial corrections to NZ IFRS 7 ‘Financial Instruments: Disclosures’, NZ 
IAS 26 ‘Accounting and Reporting by Retirement Benefit Plans’, NZ IAS 39 ‘Financial Instruments: 
Recognition and Measurement’ and NZ IFRS 1 ‘First-time Adoption of New Zealand Equivalents to 
International Financial Reporting Standards’. These amendments in this standard are effective for 
annual periods on or after 1 January 2020. They are expected to have no impacts on the Branch’s 
financial statements. 

(c) 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 results may differ from these
estimates. Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to the
accounting estimates are recognised in the period in which the estimates are revised and in any future
periods affected. The areas where critical accounting estimates and judgements are applied are
included in Note 2.
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Notes to the financial statements for the year ended 31 December 2018 

1. Summary of significant accounting policies (continued)

(d) Revenue

Revenue is recognised to be the amount of the transaction price when (or as) the performance
obligation of a contract is satisfied. The Branch recognises revenue when it transfers control over a
product or service to a customer. The Branch’s activities are connected with insurance. The adoption
of NZ IFRS 15 ‘Revenue from Contracts with Customers’ effective from 1 January 2018 has no impact
on the Branch’s financial statements.

Premium revenue
Premiums have been brought to account as income from the date of attachment of risk. Premiums for
unclosed business are brought to account where the date 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 based 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 recognised as revenue.

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

Interest income
Interest income is recognised on an accrual basis.

Reinsurance exchange commission
Reinsurance exchange commission is calculated as a percentage of reinsurance premium.

The pattern of recognition of reinsurance exchange commission follows the reinsurance premium
earning pattern.

Administration commission income
Administration commission income is received from the reinsurer based on the Branch’s annual
budgeted expenses plus a margin of 10%. This is recognised on a straight line basis over the financial
year.

Reinsurance recoveries revenue
Reinsurance recoveries revenue is recognised as income in accordance with the reinsurance service
received.

(e) Unexpired risk liability

At each reporting date the 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 future cash flows relating to future claims covered by current insurance
contracts.

If the present value of the expected future cash flows relating to future claims plus the additional risk
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 deficient.

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

(f) Outwards reinsurance

Premiums ceded to reinsurers are recognised as an expense in accordance with the pattern of
reinsurance service received.
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Notes to the financial statements for the year ended 31 December 2019 

1. Summary of significant accounting policies (continued)

(g) 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 claim 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 estimated 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 payments are then discounted to a present value at the reporting date
using a risk-free discount rate. A risk margin is added to the outstanding claims liabilities to increase
the probability that the liability is adequate to 75% probability of sufficiency as the level deemed
deemed appropriate by management.

(h) 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
reporting date using a discount rate. A risk margin is added to the outstanding recoveries to increase
the probability that the asset to cover an increase in the liability to 75% probability of sufficiency as the
level deemed appropriate by management.

(i) 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.

(j) 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 resulting 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.

(k) Income tax

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.

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates expected
to apply when the assets are recovered or liabilities are settled. The tax rates are applied to the
cumulative amounts of deductible and assessable temporary differences 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 differences.
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Notes to the financial statements for the year ended 31 December 2019 

1. Summary of significant accounting policies (continued)

(l) Rounding of amounts

Amounts in the financial statements have been rounded off to the nearest dollar.

(m) Financial assets backing insurance contract liabilities

The adoption of NZ IFRS 9 ‘Financial Instruments’ effective from 1 January 2018 has no material
impact on the Branch’s financial statements. The Branch is an Appendix D insurer prescribed by NZ
IFRS 4 ‘Insurance Contract’, therefore, the application of temporary exemption from NZ IFRS 9
‘Financial Instruments’ is not permitted.

The Branch has determined that all financial assets are deemed to back insurance contract liabilities
and are measured at fair value through profit or loss at each reporting date. Unrealised profits and
losses 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 value. Cash includes cash on hand, deposits held at call with banks
and investments in money market instruments, such as Bills of Exchange.

• Fixed interest securities are taken as the bid price of the instrument.

• Receivables are initially recognised and subsequently measured at book value less provision for
doubtful debts, which is the best estimate of fair value as they are settled within a short period.

Purchases and sales of financial assets are recognised on trade date, being the date on which the 
Branch commits to purchase or sell the asset.  

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

(n) 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
carrying 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.

(o) 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.

Receivables are initially recognised at fair value plus transaction costs and are subsequently measured
at amortised cost, less a provision for doubtful debts. 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 when there is objective evidence that the Branch will not be able to collect
all amounts that are due in accordance with the original 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.

(p) Payables

Payables are initially recognised at fair value less transaction costs and subsequently measured at
amortised cost.

(q) Goods and services tax

Prior to July 2010, Great Lakes 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 amounts are shown exclusive
of GST except for receivables and payables that are stated inclusive of GST.
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Notes to the financial statements for the year ended 31 December 2019 

1. Summary of significant accounting policies (continued)

(r) 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 received in respect of non-life insurance business. However, no premium withholding tax
applies to the closed warranty, bond and surety businesses as these businesses do not constitute
insurance for the purposes of the premium withholding tax.

(s) Restatements

During 2019, it was discovered that the pre July 2010 run-off portfolio was inappropriately classified as
held for distribution and presented as discontinued operations, as this portfolio was not part of the
reorganisation of GLNZ into GLA. To correct this error, each of the effected financial statement line
items in the prior period has been restated. As the reorganisation was approved during 2018 and took
place in 2019, these balances at 1 January 2018 would not have been presented as a discontinued
operations. Therefore, the opening balance sheet has not been restated. The impact of the
restatements is summarised as follows:

(i) Statement of financial position

As at 31 December 2018 

Previously 
reported 
amount Error 

Restated 
amount 

Assets held for distribution 
Cash  4,820,370 (713,839) 4,106,531 
Reinsurance recoveries 3,495,477 (993,921) 2,501,556 
Profit commission recoverable 279,407 (279,407) - 

Total assets held for distribution 9,408,370 (1,987,167) 7,421,203 

Assets from continuing operations 
Cash  - 713,839 713,839 
Reinsurance recoveries - 993,921 993,921 
Profit commission recoverable - 279,407 279,407 

Total assets - 1,987,167 1,987,167 

Liabilities held for distribution 
Outstanding claims 2,828,890 (996,108) 1,832,782 
Profit commission payable 279,407 (279,407) - 

Total liabilities held for distribution 7,609,709 (1,275,515) 6,334,194 

Liabilities from continuing operations 
Outstanding claims - 996,108 996,108 
Profit commission payable - 279,407 279,407 

Total liabilities - 1,275,515 1,275,515 
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(ii) Statement of comprehensive income

For the year ended 31 December 2018 

Previously 
reported 
amount Error 

Restated 
amount 

Net loss from discontinued operations 
Investment revenue 59,073 (10,915) 48,158 
Insurance expense (1,792,265) 7,098 (1,785,167) 

Net loss for the year (95,471) (3,817) (99,288) 

Net profit from continuing operations 
Investment revenue - 10,915 10,915 
Insurance expense - (7,098) (7,098) 

Net profit for the year - 3,817 3,817 

(iii) Statement of cash flows

For the year ended 31 December 2018 

Previously 
reported 
amount Error 

Restated 
amount 

Net increase in cash from discontinued 
operation 2,543,305 (270,248) 2,273,057 

Reinsurance recovery received 4,501,644 286,639 4,788,283 
Claims paid (2,943,061) (545,973) (3,489,034) 

Cash flows from operating activities 
2,484,232 (259,334) 2,224,898 

Interest received 59,073 (10,914) 48,159 

Cash flows from investment activities 59,073 (10,914) 48,159 

Net increase in cash from continuing 
operations - 270,248 270,248 

Reinsurance recovery received - 270,000 270,000 
Claims paid - (10,666) (10,666) 

Cash flows from operating activities 
259,334 259,334 

- 
Interest received - 10,914 10,914 

Cash flows from investment activities - 10,914 10,914 



Great Lakes Insurance SE – New Zealand Branch 

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

14 

2. Summary of significant actuarial methods and assumptions

The effective date of the actuarial valuation on outstanding claims liabilities is 31 December 2019. 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 determining the outstanding claims liability are in accordance with the
requirements of NZ IFRS 4 ‘Insurance Contracts’ and consistent with the New Zealand Society of Actuaries
Professional Standard 30, “Valuation of General Insurance Claims”.

(a) Key actuarial valuation methods and assumptions

(i) Outstanding claims liabilities

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

The process of establishing reserves is subject to considerable variability as it requires the use of
informed 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. Historical experience and other statistical
information are used to estimate the ultimate claim costs.

To determine 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 single point
estimate. These methods may include, but are not necessarily limited to, extrapolations of historical
reported and paid loss data, application of industry loss development patterns to the reported or paid
losses, expected loss ratios developed by management, and historical industry loss ratios. Underlying
judgements and assumptions that may be incorporated into these actuarial methods include, but are
not necessarily limited to, adjustments to historical data used in 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 changes and the effect of recent or pending litigation on future claims
settlements.

(ii) Key actuarial assumptions

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

2019 2018 

Weighted average term to settlement (years) 2.5 0.8 

Inflation rate Implicit Implicit 

Discount rate 1.1% - 2.3% 1.7% - 3.5% 

Claims handling expense ratio 1.3% 1.3% 

Risk margin – discontinued operation - 25.5% 

Risk margin – continuing operation $200,000 $200,000 
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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 determine these assumptions is provided below:

• Weighted average term to settlement

The weighted average term to settlement relates to the number of years until the payments are
made on average (inflated and discounted). The payment pattern is selected based on historical
settlement patterns, as well as taking into account other factors that may affect the future run-off.
The weighted average term to settlement, while not itself an assumption, provides a summary
indication of the future cash flow pattern.

• Inflation rate

Insurance costs are subject to inflationary pressures. Inflation and superimposed inflation are
implicitly allowed for in the adopted actuarial valuation methods on the basis that it is reflected 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 interest rates was prepared.  The yield structure of New Zealand government
bonds as at 31 December 2019 is used to derive the future effective annual interest rates.

• Claims handling expense ratio

New Zealand and International Financial Reporting 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 to approximate 75%
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 decrease 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 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 opposite impact on the overall outstanding claims
liabilities.
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2. Summary of significant actuarial methods and assumptions (continued)

(b) The effect of changes in key actuarial assumptions (continued)

• 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 assumptions

The impact of changes in key actuarial assumptions is summarized 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 net outstanding claims liability would have an opposing impact on the profit before
tax for a year.

Variable Movement in variable 
Change in gross discounted 

outstanding 
claim liabilities 

2019 
$ 

2018 
$ 

Weighted average term to settlement +0.5 years (1,177) (24,240) 

-0.5 years 1,184 24,450 

Risk margin +1% 1,929 22,482 

-1% (1,929) (22,482) 

Discount rate +1% (4,687) (20,618) 

-1% 4,852 21,133 

Claims handling expense ratio +1% 1,905 27,846 

-1% (1,905) (27,846) 

3. Risk management policies and procedures

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

The financial condition and operating 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 Branch is exposed to financial risks such as credit risk, liquidity
risk and market risk. The Branch’s risk management framework seeks to minimise the potential
adverse effects of these risks on its financial performance.

The key objective of the Branch’s financial management strategy is to ensure sufficient liquidity is
available at all times to meet its financial obligations, including settlement of insurance liabilities, and
to optimise the Branch’s investment returns.
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3. Risk management policies and procedures (continued)

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

(i) Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss to the other party
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 until a premium is paid.

• 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 maximum exposure to credit risk for the components of the 
Statement of Financial Position. 

       Carrying amount 
 2019 

 $ 
 2018 

 $ 

Cash  722,356 4,820,370 
Accounts receivable from insurance business - 770,932
Reinsurance recoveries 400,225 3,495,477 
Sundry debtors - 69 
Profit commission recoverable 136,188 279,407 

Total 1,258,770 9,366,255 

No financial assets are either past due or impaired 

Standard & Poor’s A- to AAA 1,258,770 8,595,253 
Unrated  - 771,002

Total 1,258,770 9,366,255 

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 reporting date. 

The Branch has a significant credit exposure to its reinsurer and ultimate parent entity, Münchener 
Rückversicherungs-Gesellschaft. Münchener Rückversicherungs-Gesellschaft has a Standard and 
Poor’s credit rating of AA-. 

(ii) Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with
financial instruments.

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

• The Branch maintains a sufficient cash balance to meet the needs of the business and 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 determined on the discounted 
estimated timing of cash outflows. 
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3. Risk management policies and procedures (continued)

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

(ii) Liquidity risk (continued)

(iii) Market risk

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 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 all 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: 

Weighted 
average 
interest 

rate 

Floating 
interest 

rate 
$ 

--- Fixed interest maturing in:--- 
Up to 1 

year 
$ 

1 to 
5 years 

$ 

Over 
5 years 

$ 
Total 

$ 

2019 
Cash 1.38% 722,356 - - - 722,356 

Total 722,356 - - - 722,356 

2018 
Cash 1.85% 4,820,370 - - - 4,820,370 

Total 4,820,370 - - - 4,820,370 

Note Total Up to 1 year 1-5 years Over 5 years 
2019 $ $ $ 

Payables 12 - - - - 

Ceded profit commission payable 136,188 - 136,188 - 
Outstanding claims 13 392,937 - 392,937 - 

Total 529,125 - 529,125 - 

2018 
Payables 12 4,501,412 4,501,412 - - 
Ceded profit commission payable 279,407 279,407 - - 
Outstanding claims 13 2,828,890 2,828,890 - - 

Total 7,609,709 7,609,709 - - 
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3. Risk management policies and procedures (continued)

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

(iii) Market risk (continued)

A +/- 1% movement in the bank interest rate would have an impact of $7,224 (2018: $48,204) on the
Profit or Loss.

Currency risk

The Branch operates in New Zealand. Assets are maintained in the local currency to match the
expected liabilities.  Hence the Branch’s currency risk is not considered to be of a material nature.

Other price risk

The Branch does not trade derivatives 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

(i) Objectives

The Branch’s objectives and policies in respect of managing insurance risks are:

• Understanding insurance risk as the risk of loss, of inadequate claims handling, or of adverse
change in the value of insurance liabilities, due to inadequate pricing and provisioning
assumptions.

• Measuring the frequency and severity of possible insurance risk loss events.

• Treating insurance risk with controls designed to ensure:

− Adherence to competency based underwriting guidelines and limits.

− Improving underwriting platform and pricing tools.

− Sufficient business pricing peer-reviews.

− Competency based peer reviewing of all business.

− Rigorous analysis of: Contemporaneous & Periodic Renewal Monitoring Reports.

• Monitoring insurance risk by reporting and responding to incidents.

• Protecting the Branch by undertaking 100% reinsurance with highly rated group entities.

(ii) Concentrations of insurance risk

The Branch does not have exposure to concentrations of insurance risk due to its 100% reinsurance
arrangement. The Branch conducts significant analysis of single-event exposures on an ongoing 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 underwriting controls to
renewals and new business and in managing claims in order to enhance its financial performance. The
key policies in place to mitigate insurance risk include:

• Management reporting

The Branch utilises comprehensive management information systems and actuarial models using
historical information to calculate premiums and monitor claims. It reports financial and operational
results quarterly and undertakes regular experience analysis to monitor emerging trends.

• 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 procedures ensure the timely and correct payment of claims in accordance with policy
conditions.
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3. Risk management policies and procedures (continued)

(c) Capital management
The New Zealand bank account remains open with NZD 1,000 in the bank account to ensure that the
Branch does not breach the NZ minimum capital requirements for licensed entities.

(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.

2014 & 
prior 

2015 
$ 

2016 
$ 

2017 
$ 

2018 
$ 

2019 
$ 

Total 
$ 

Estimate of gross 
ultimate claims 
cost 
At end of 
underwriting year 

- 8,729,651 10,341,783 6,062,749 - - - 

One year later - 12,979,612 13,464,676 6,662,953 - - - 

Two years later - 11,548,350 12,159,432 5,826,886 - - - 

Three years later - 11,441,528 11,791,080 - - - - 

Four years later - 11,348,598 - - - - - 

Current estimate of 
ultimate claims cost 

39,313,886 11,348,598 11,791,080 5,826,886 - - 68,280,450 

Cumulative gross 
payments 

39,115,283 11,348,598 11,791,080 5,826,886 - 
- 

68,081,847 

Undiscounted 
outstanding 
claims for the five 
most recent 
underwriting years 

198,603 - - - - - 198,603 
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4. Revenue from operating activities

Note 2019 2018 
Restated* 

  $  $ 

Insurance revenue 
Premium revenue 8 - 2,219,436
Reinsurance (expenses)/recovery 7,8 - (1,968,559)
Reinsurance exchange commissions 8 - 1,537,372
Administration commission income 8 - 219,405

Total insurance revenue - 2,007,654

Investment revenue 
Interest income - 48,159

Total investment revenue - 48,159

Other revenue 
Other income - 53
Foreign currency gains - 2,417

Total other revenue - 2,470

Revenue from operating activities from discontinued operation - 2,058,283

Insurance revenue 
Premium revenue 8 - - 
Reinsurance (expenses)/recovery 7,8 (585,666) - 
Reinsurance exchange commissions 8 (143,219) - 
Administration commission income 8 - - 

Total insurance revenue (728,885) - 

Investment revenue 
Interest income 9,325 10,914 

Total investment revenue 9,325 10,914 

Other revenue 
Other income - - 
Foreign currency gains - - 

Total other revenue - - 

Revenue from operating activities from continuing operation (719,560) 10,914 

Total revenue from operating activities (719,560) 2,069,197 

* Refer to Note 1(s)
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5. Expenses from operating activities

2019 2018 

$ 
Restated* 

$ 

Insurance expense 
Outwards reinsurance expense - 2,219,436
Claims (recoveries)/expense - (1,971,641)
Acquisition expense - 1,537,372

Total insurance expense - 1,785,167

Total other expenses - 411,105

Expenses from operating activities from discontinued operation - 2,196,182

Insurance expense 
Outwards reinsurance expense - - 
Claims (recoveries)/expense (593,333) 7,098 
Acquisition expense (143,219) - 

Total insurance expense (736,552) 7,098 

Total other expenses - - 

Expenses from operating activities from continuing operation (736,552) 7,098 

Total expenses from operating activities (736,552) 2,203,280 

* Refer to Note 1(s)

6. Taxes

(a) Income tax benefit
2019 2018 

Restated* 
  $ $ 

Deferred tax - 14,516
Current tax - (53,128)

Tax benefit from discontinued operation - (38,612)

Deferred tax - - 
Current tax - 

Tax benefit from continuing operation - - 

Total tax benefit - (38,612)

(b) Reconciliation of prima facie tax payable to income tax expense

* Refer to Note 1(s)

2019 2018

Restated*

$ $

Profit/(loss) before tax from discontinued operation - (137,900) 

Prima facie tax payable at the New Zealand tax rate of 28% (2018: 28%) - (38,612) 

Tax effect of amounts which are not deductible (taxable) in calculating taxable income:

Movements in temporary differences - - 

Non assesable (income)/non deductible expense: eg. ARN (profit)/loss - - 

Over/ (Under) provision prior year - - 

Income tax expense - discontinued operation - (38,612) 

Profit/(loss) before tax from other operation 16,992           3,817 

Prima facie tax payable at the New Zealand tax rate of 28% (2018: 28%) 4,758 1,069 

Tax effect of amounts which are not deductible (taxable) in calculating taxable income:

Non assesable (income)/non deductible expense: eg. ARN (profit)/loss (4,758) (1,069) 

Over/ (Under) provision prior year - - 

Income tax expense - continuing operation - - 

Total income tax expense - (38,612) 
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7. Net claims incurred

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.  

* Refer to Note 1(s)

Current 

year
Prior year Total

Current 

year
Prior year Total

$ $ $ $ $ $

Gross claims expenses/(recoveries)

Gross claims incurred - undiscounted -                     -   -     1,286,556  (2,201,136)   (914,580)

Discount movement -                     -   -            (3,039)         59,624         56,585 

Risk margin movement -                     -   -           68,263  (1,181,909)  (1,113,646)

Discounted gross claims expenses -                     -   -     1,351,780  (3,323,421)  (1,971,641)

Reinsurance and other recoveries revenue/(expense)

Reinsurance and other recoveries revenue - undiscounted -                     -   -    (1,286,556)   2,200,996   914,440 

Discount movement Ceded -                     -   -   3,039        (59,627)        (56,588)

Risk margin movement Ceded -                     -   -          (68,263)   1,178,970   1,110,707 

Discounted reinsurance and other recoveries revenue -                     -   -    (1,351,780)   3,320,339   1,968,559 

Net claims incurred from discontinued operations -                     -   -                     -            (3,082)          (3,082)

Gross claims expenses/(recoveries)

Gross claims incurred - undiscounted -  (587,668)   (587,668) - 7,098 7,098 

Discount movement - (5,666)          (5,666) -                     -   -   

Risk margin movement -                     -   -                     -   -                     -   

Discounted gross claims expenses -  (593,334)   (593,334) - 7,098 7,098 

Reinsurance and other recoveries revenue/(expense)

Reinsurance and other recoveries revenue - undiscounted -  580,000   580,000 -                     -   -   

Discount movement Ceded - 5,666 5,666 -                     -   -   

Risk margin movement Ceded -                     -   -                     -   -                     -   

Discounted reinsurance and other recoveries revenue -  585,666   585,666 -                     -   -   

Net claims incurred from continuing operations - (7,668)          (7,668) - 7,098 7,098 

Total net claims incurred - (7,668)          (7,668) - 4,016 4,016 

2019 2018 Restated*
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8. Underwriting result

* Refer to Note 1(s)

9. Deferred acquisition costs

      2019     2018 
$ $ 

Deferred acquisition costs - - 

Reconciliation of movement in deferred acquisition costs 
Balance at 1 January - 1,312,751
Costs deferred in current financial year - -
Amortisation of costs deferred in previous financial years - (1,312,751)

Balance at 31 December - - 

2019 2018

Restated*

$ $

Premium revenue - 2,219,436 

Outwards reinsurance expense - (2,219,436) 

Net premium - - 

Claims expense - 1,971,641 

Reinsurance recoveries - (1,968,559) 

Underwriting expenses - (1,537,372) 

Reinsurance exchange commission - 1,537,372 

Administration commission income - 219,404 

Net expenses - 222,486 

Underwriting result from discontinued operations - 222,486 

Premium revenue - - 

Outwards reinsurance expense - - 

Net premium - - 

Claims expense 593,334 (7,098) 

Reinsurance recoveries (585,666) - 

Underwriting expenses 143,219 - 

Reinsurance exchange commission (143,219) - 

Administration commission income - - 

Net expenses 7,668 (7,098) 

Underwriting result from continuing operations 7,668 (7,098) 

Total underwriting result 7,668 215,388 
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10. Deferred tax assets

2019 2018 
$ $ 

Deferred tax assets - 9,279

Deferred tax assets relate to timing differences and comprises the tax effect of 
the following amounts recognised in the Statement of Comprehensive Income: 
  Loss adjusted expense - 6,298
  Debtors - 2,981
  Deferred acquisition costs - -

Total deferred tax assets - 9,279

11. Payables

2019 2018 
$ $ 

Amount due to reinsurer – related party - 3,669,537
Amount due to others - 401,904
Current tax Liabilities - 429,971
 Transfer of tax credits to related party - -

Total payables - 4,501,412



Great Lakes Insurance SE – New Zealand Branch 

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

26 

Notes to the financial statements for the year ended 31 December 2019 

12. Outstanding claims liabilities

(a) Outstanding claims liabilities

2019 2018 
Restated* 

$ $ 

Outstanding claims liabilities – discontinued operations 

Central estimate of gross outstanding claims - 1,462,441
Claims handling expense - 19,015
Discount to present value - (22,788)
Risk margin - 374,114

Outstanding claims liabilities - discounted - 1,832,782

Expected to be settled no more than 12 months after the reporting period - 1,832,782

Outstanding claims liabilities - discounted - 1,832,782

Reconciliation of movement in discounted outstanding claims liabilities 
Balance at 1 January 1,832,781 7,293,455 
Reserve released - (2,524,710)
Claims paid - (2,935,963)
Internal reorganisation (1,823,781) - 

Balance at 31 December - 1,832,781

Outstanding claims liabilities – continuing operations 
Central estimate of gross outstanding claims 196,054 785,892 
Claims handling expense 2,549 10,216 
Discount to present value (5,666) - 
Risk margin 200,000 200,000 

Outstanding claims liabilities - discounted 392,937 996,108 

Expected to be settled more than 12 months after the reporting period 392,937 996,108 

Outstanding claims liabilities - discounted 392,937 996,108 

Reconciliation of movement in discounted outstanding claims liabilities 
Balance at 1 January 996,109 443,037 
Reserve (released)/strengthened (593,335) 560,170 
Claims paid (9,837) (7,098) 
Internal reorganisation - - 

Balance at 31 December 392,937 996,109 

(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 not all claims have to be paid out in the immediate future. The expected future 
payments are estimated 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 
payments are then discounted to a present value at the reporting date using a discount rate. 

* Refer to Note 1(s)
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13. Unearned premium liability

2019 2018 
   $ $ 

Unearned premium liability – discontinued operations - - 

Reconciliation of movement in unearned premium 
Balance at 1 January - 2,198,861
Deferral of premium on contracts written in the period - -
Earning of premium written in previous periods - (2,198,861)

Balance at 31 December – discontinued operations - - 

14. 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.

2019 2018 
   $ $ 

Unearned premium liabilities - - 
Related deferred acquisition costs - - 
Related reinsurance assets - - 

- - 

Net deficiency - - 
Write down of deferred acquisition costs - - 
Probability of sufficiency % 60% 60% 

15. Remuneration of auditors

2019 2018 
   $ $ 

Audit fees - 34,120

As a result of the internal accounting reorganisation to Great Lakes Australian Branch (GLA), the Branch 
no longer incurs a separate audit fee. The audit fee is included within an overall fee and recognised within 
GLA. 
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16. Reconciliation of (loss)/profit after income tax to net cash flows from operating activities

2019 2018 
Restated* 

   $ $ 

Net (loss)/profit for the year – discontinued operations - (99,288)
    Adjustments for investment revenue - (48,158)

Net cash from operating activities before change in assets and liabilities - (147,446)

Change in assets and liabilities during the financial year 
    Decrease in receivables 3,305,393 9,826,284 
    (Decrease) in other creditors and accruals (6,334,194) (7,468,457) 
    Decrease net deferred tax asset 9,279 14,517 

Net cash (used in)/provided by operating activities (3,019,522) 2,224,898 

Net (loss)/profit for the year – continuing operations 16,992 3,817 
    Adjustments for investment revenue (9,325) (10,915) 

Net cash from operating activities before change in assets and liabilities 7,667 (7,098) 

Change in assets and liabilities during the financial year 
    Decrease/(increase) in receivables 738,723 (545,974) 
    (Decrease)/increase in other creditors and accruals (748,198) 812,406 
    Decrease net deferred tax asset - - 

Net cash (used in)/provided by operating activities (1,808) 259,334 

Total net cash (used in)/provided by operating activities (3,021,330) 2,484,232 
* Refer to Note 1(s)

17. Related party transactions

(a) Parent entities

The ultimate parent entity is Münchener Rückversicherungs-Gesellschaft, a company incorporated in
Germany with limited liability.

(b) Directors

Disclosures relating to directors are set out in Note 18.

(c) Guarantees

No guarantees have been given to or received from any related parties that are outside the normal trading
arrangements.

(d) Transactions with related parties

2019 2018 
Transaction description $ $ 

Munich Reinsurance Company New 
Zealand Branch 

Internal reorganisation - 
reinsurance recoveries 

(1,460,718) (1,396,111) 

Munich Reinsurance Company New 
Zealand Branch 

Internal reorganisation – 
receivables/payables 

2,990,540 - 

Munich Holdings of Australasia Pty 
Limited 

Management expenses - (347,006)

Munich Re New Zealand Service Limited Management expenses - (29,005)
Rural Affinity Insurance Agency Pty 
Limited 

Underwriting activity - 201,375

Great Lakes Insurance SE Australian 
Branch 

Internal reorganisation - 
outstanding claims liability 

1,462,616 - 

Great Lakes Insurance SE Australian 
Branch 

Internal reorganisation - cash at 
bank 

(4,105,531) - 

Great Lakes Insurance SE Australian 
Branch 

Internal reorganisation - head 
office account 

1,086,009 - 

Great Lakes Insurance SE Reinsurance recoveries (296,619) - 
Great Lakes Insurance SE Home office expenses - 8,422

Total (323,702) (1,562,325) 
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17. Related party transactions (continued)

(e) Outstanding balances

Current account balances (payable)/receivable with related parties at the reporting date were:

2019 2018 
Transaction description $ $ 

Munich Reinsurance Company (New Zealand 
Branch) 

Reinsurance - (2,990,540)

Rural Affinity Insurance Agency Pty Limited Underwriting activity - - 

Total - (2,990,540)

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

(f) Terms and conditions

All 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) Outwards reinsurance

The non-resident portfolio of the Branch is protected by a Facultative Obligatory reinsurance contract
with the parent entity, Münchener Rückversicherungs-Gesellschaft, a company incorporated in Germany
with limited liability. The resident portfolio of the Branch is protected by 100% quota share with Munich
Reinsurance Company New Zealand Branch.

(h) Key management personnel and director transactions

The key management personnel also provide services to the immediate parent and a number of fellow
subsidiary undertakings for which payment is made by the immediate parent undertaking.

All KMP are employees of Munich Re Group (the Group). The Branch receives services from the Group
such as the provision of KMP. The Branch does not remunerate KMP or directly reimburse the Group for
this cost.

18. Directors’ disclosure

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

Supervisory Board 

Claudia Hasse (Chairman) (Appointed on 01.01.2019) 

Alex Wettemann (Appointed on 30.12.2016) 

Christoph Carus (Appointed on 30.12.2016) 

Dr. Carsten Prussog (Appointed on 30.12.2016) 

Board of Management 

Dr. Achim Stegner (CEO) (Appointed on 30.12.2016) 

Dr. Stefan Pasternak (CFO) (Appointed on 30.12.2016) 

Dr. Tobias Klauss (CRO) (Appointed on 30.12.2016) 

Stephane.Deutscher (COO) (Appointed on 01.04.2017) 
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Notes to the financial statements for the year ended 31 December 2019 

19. Contingencies

The Branch has no known contingent liabilities or contingent assets at the reporting date or the prior year
reporting date.

20. Commitments

(a) Capital commitments

There were no capital commitments contracted for at the reporting 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 been recognised as a liability. 

21. Events occurring after the reporting date

The Directors are not aware of any other matter or circumstances that have arisen since the end of the
financial year which significantly affects or may significantly affect the operations of the Branch, the results
of its operations or the state of affairs of the Branch in future financial years.

22. Solvency of licensed entity

GLISE is the entity licensed by the RBNZ to conduct insurance business in New Zealand. The 31 December
2019 solvency disclosures for the licensed entity as calculated in accordance with the requirements of the
home jurisdiction are as follows:

2019 
€’000 

2018 
€’000 

Branch’s Own Funds 447,367 438,264 
Solvency Capital Requirement 243,186 170,646 
Solvency Margin 204,181 267,618 
Solvency Capital Ratio 184% 257% 

The solvency amounts shown above for GLISE are prepared in accordance with Solvency II’s Quantitative 
Reporting Template (QRT). The decrease in the Solvency Capital Ratio is due to the growth of GLISE. 
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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 
2019, and the auditors’ report thereon. 

In the Board of Management’s opinion, the financial statements and notes set out on pages 3 to 30: 

(a) 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 2019 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 believe that proper accounting records have been kept which enable, with 
reasonable accuracy, the determination of the financial position of the Branch and facilitate compliance of the 
financial statements with the Financial Reporting Act 1993. There are reasonable grounds to believe that, as at 
the time this statement is made, the Branch will be able to pay all debts or claims as and when they are due. 

The Board of Management 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. 

Member of the Board of Management Member of the Board of Management 

  Date     Date 

Dr. Achim Stegner
CEO Great Lakes Insurance SE

27.03.202027.03.2020

Dr. Stefan Pasternak
Chief Financial Officer
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Independent Auditor’s Report 
To the shareholders of Great Lakes Insurance SE - New Zealand Branch 

Report on the financial statements 

Opinion 
In our opinion, the accompanying financial 
statements of Great Lakes Insurance SE - New 
Zealand Branch (the branch) on pages 3 to 30: 

i. present fairly in all material respects the
branch’s financial position as at 31 December
2019 and its financial performance and cash
flows for the year ended on that date; and

ii. comply with New Zealand Equivalents to
International Financial Reporting Standards and
International Financial Reporting Standards.

We have audited the accompanying financial 
statements which comprise: 

— the statement of financial position as at 31 
December 2019; 

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

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

Basis for opinion 

We conducted our audit in accordance with International Standards on Auditing (New Zealand) (‘ISAs (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 ISAs (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 also 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. 

Emphasis of matter 

We draw attention to Note 1(s) to the financial statements which describes that the branch has restated the 
comparative information as a result of the pre-July 2010 run-off portfolio being inappropriately classified as held 
for distribution and presented as discontinued operations, even though this portfolio was not part of the 
reorganisation of the branch into Great Lakes Insurance SE - Australian Branch in 2019. Our opinion is not modified 
in respect of this matter. In our opinion, the restatements described in Note 1(s) to the financial statements are 
appropriate and have been properly applied. 



 Key audit matters 

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit 
of the financial statements in the current period. We summarise below those matters and our key audit 
procedures to address those matters in order that the shareholders as a body may better understand the 
process by which we arrived at our audit opinion. Our procedures were undertaken in the context of and solely 
for the purpose of our statutory audit opinion on the financial statements as a whole and we do not express 
discrete opinions on separate elements of the financial statements. 

The key audit matter How the matter was addressed in our audit 

Internal accounting reorganisation 

Refer to Note 1.2 to the Financial Report. 

The internal accounting reorganisation is significant to the audit 
as the post-July 2010 portfolio of the branch was reorganised 
into Great Lakes Insurance SE - Australian Branch from 1 
January 2019. 

Our audit procedures included: 

 inspecting legal documents and 
regulator correspondence to confirm the 
facts and circumstances surrounding the 
reorganisation; 

 assessing the accounting treatment of 
the reorganisation for compliance with 
New Zealand Equivalents to International 
Financial Reporting Standards; and 

 testing the completeness and accuracy 
of the transactions recorded in the 
branch's financial records to execute the 
internal accounting reorganisation on 1 
January 2019.  

Valuation of Outstanding claims  

Refer to Note 12 to the Financial Report. 

The valuation of outstanding claims is significant to the audit as: 

 judgment is required by us to consider the central estimate 
of the outstanding claims. This is a significant estimate as 
the eventual outcomes of unsettled claims including 
associated costs at the balance sheet date are inherently 
uncertain; 

 judgment is required when considering the evidence 
available to support the estimate of costs associated with 
claims; and 

 the estimation of claims at year end relies on the integrity of 
the key underlying data. 

 

Our audit procedures included: 

 challenging the branch’s methods and 
the key assumptions used in the 
valuation of outstanding claims; 

 assessing the selection of methods 
and key assumptions to consider 
evidence of management bias; and 

 performing testing over a sample of 
claims payments and associated 
recoveries by agreeing to bank 
statements. 

 



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 Director' Report. Our opinion on the financial statements does not cover 
any other information and we do not express any form of assurance conclusion thereon.  

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

Use of this independent auditor’s report 

This independent auditor’s report is made solely to the directors as a body. Our audit work has been undertaken 
so that we might state to the directors 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 directors as a body for our audit work, this independent auditor’s report, 
or any of the opinions we have formed.   

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 a set of financial statements that is 
fairly presented and free from material misstatement, 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. 

Auditor’s responsibilities for the audit of the financial statements 

Our objective is: 

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

— to issue an 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 ISAs NZ 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. 



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-2/ 

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

The engagement partner on the audit resulting in this independent auditor's report is Ian Moyser.  

For and on behalf of 

KPMG 
Sydney 

31 March 2020 
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