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24 April 2019 
 
To 
Insurance Supervision Team 
Reserve Bank of New Zealand 
2 The Terrace 
Wellington 6011 
 
From 
Benjamin Sutton  
William Wallace-Blakely 
 
By Electronic Upload 
 
 
Hallmark Life Insurance Company Limited - Financial Statements for the year ended 31 December 
2018 

1. We act for Hallmark Life Insurance Company Limited (company number 486643) ("Hallmark Life") 

2. In accordance with section 81 of the Insurance (Prudential Supervision) Act 2010, we enclose 
copies of the following documents in respect of Hallmark Life for the year ended 31 December 
2018: 

(a) audited financial statements for Hallmark Life, a copy of the independent auditor's report and 
a copy of the appointed actuary's report (as required by section 78 of the Insurance 
(Prudential Supervision) Act 2010) in relation to the same; and 

(b) audited financial statements for Hallmark Life's New Zealand branch, a copy of the 
independent auditor's report and a copy of the appointed actuary's report (as required by 
section 78 of the Insurance (Prudential Supervision) Act 2010) in relation to the same. 

3. The financial statements listed above have been prepared in reliance on the Financial Markets 
Conduct (Hallmark Life Insurance Company Limited) Exemption Notice 2016. 

4. We have also submitted a copy of the above documents to the Registrar of Financial Service 
Providers. 

5. Please contact the writer if you have any queries in relation to the above. 

6. Please confirm receipt by email to the writer. 

Yours sincerely 

 
 
William Wallace-Blakely 
Solicitor 
 
Direct:  64 9 363 0687 
Email:  william.wallace-blakely@buddlefindlay.com 
 
 
 



































































































































































 

 
 

© 2019 KPMG, a New Zealand partnership and a member firm of the KPMG network of independent 
member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. 
 

Independent Auditor’s Report 
To the shareholders of Hallmark Life Insurance Company Limited New Zealand Branch  

Report on the financial statements 

Opinion 
In our opinion, the accompanying financial 
statements of Hallmark Life Insurance Company 
Limited New Zealand Branch (the Branch) on pages 
2 to 30: 

i. present fairly in all material respects the
Branch’s financial position as at 31 December 
2018 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 2018; 

— the statement of Comprehensive Income, 
Statement of Changes in Equity and Statement 
of Cash Flows for the year then ended; and   

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

 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 [Entity type] 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.    

 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 Branch as a body may better understand the process by 
which we arrived at our audit opinion. Our proce dures 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 
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Thhe key audit matter How the matter was addressed in our audit  

Valuation of LLife insurance contract liabilities (($5,721,000)  

Refer to Note 2c to the Financial Report. 

The valuation of Life insurance contract liabilities is a 
key audit matter due to the following: 

- Judgment is required by us to consider estimates 
and judgements that are used in developing 
assumptions that affect the reported amounts at 
year end. 

- Specific audit and actuarial expertise using senior 
resources is required to evaluate complex actuarial 
methodologies and assumptions that take into 
account the experience, risks and uncertainties.  

- The assumptions include discount rates; inflation 
rates; future expenses and indexation; mortality and 
morbidity rates; disability and involuntary 
unemployment rates; and voluntary discontinuance 
rates. 

Our audit procedures included the following: 

- Evaluating the key controls in the life insurance contract 
liabilities measurement process, including controls over 
the integrity of the base data used in the estimation 
process.  

- Using KPMG Actuarial specialists to challenge the 
appropriateness of the actuarial methods and 
assumptions used by the Branch.  

- Assessing the historical accuracy of the estimate by 
testing the "analysis of profit", which compares the 
Branch's expected expected profit to actual profit. This 
included challenging the consistency of the analysis 
compared with our understanding of the business and 
emerging claims and lapse experience. 

 

 Use of this independent auditor’s report 

This independent auditor’s report is made solely to the shareholders as a body. Our audit work has been 
undertaken so that we might state to the shareholders 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 shareholders 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 statement that is fairly 
presented and free from material misstatement, whether due to fraud or error and cash flows; 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. 
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 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 financial statements is located at the External 
Reporting Board (XRB) website at: 

https://www.xrb.govt.nz/assurance-standards/auditors-responsibilities/audit-report-2/ 

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

 

 

KPMG 

 

Ian Moyser 

Partner 

 

Melbourne 

27 February 2019 
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Liability limited by a scheme approved
under Professional Standards Legislation

Ernst & Young
200 George Street
Sydney  NSW  2000 Australia
GPO Box 2646 Sydney  NSW  2001

 Tel: +61 2 9248 5555
Fax: +61 2 9248 5959
ey.com/au

Hallmark Life Insurance Company Ltd:
Appointed Actuary signoff of financial statements and financial condition as at
31 December 2018 for New Zealand reporting purposes

Dear Directors

Hallmark Life Insurance Company Ltd (“HLIC”) is an Australian authorised insurer regulated by the
Australian Prudential Regulatory Authority (“APRA”) and has a licence issued by the Reserve Bank New
Zealand (“RBNZ”).

On 1 March 2014, HLIC appointed me, Brendan Counsell of Ernst & Young to be HLIC’s Appointed Actuary.
The Appointed Actuary role is as described by the Australian Life Insurance Act 1995 and related
Prudential Standards and Prudential Practice Guides current at 31 December 2018, and by the
New Zealand Insurance (Prudential Supervision) Act 2010 (the Act). I have no relationship with HLIC other
than being its Appointed Actuary.

It is the responsibility of the Appointed Actuary to provide advice to the Board of a life insurer on the value
of its policy liabilities and the preparation of the actuarial information contained in its financial statements.
The Appointed Actuary must provide written advice to the Board of the insurer on the value of policy
liabilities in accordance with APRA’s Prudential Standard LPS320, Actuarial and Related Matters.

As part of my responsibilities, I have produced a report on HLIC’s policy liabilities and financial condition,
the Financial Condition Report (FCR), as at 31 December 2018, dated 22 February 2019. The scope of the
FCR is to provide the Board and management with an objective assessment of the financial condition of the
Australian and New Zealand business within HLIC as at 31 December 2018. The FCR identifies and
assesses the material risks facing HLIC and includes discussion of relevant risk mitigants.

I have relied upon the general completeness and accuracy of the data and information supplied by HLIC
without independent verification. However, I have reviewed the information for reasonableness and
consistency with my knowledge of the financial services industry.

The RBNZ has exempted HLIC from compliance with their Solvency Standard for Life Insurance Business.
This exemption has been granted subject to various conditions, including obligations of the Appointed
Actuary. These obligations are addressed below. Where relevant and appropriate, I have commented on
total HLIC Company level results and also separately in relation to the results of the New Zealand Branch
(Statutory Fund 2) of HLIC.

Financial Statements – HLIC Company

Section 77 of the Act requires a review by the Appointed Actuary of the actuarial information in the
financial statements of the company and in particular:
a. The Policy Liability
b. The reinsurance and other recovery asset(s) relevant to the Policy Liability, or relevant to outstanding

claims reserves or incurred but not reported claims reserves held outside of the Policy Liability
c. Any deferred or other tax asset relevant to the Policy Liability
d. Any deferred acquisition cost or deferred fee revenue relevant to the Policy Liability

22 February 2019
The Board of Directors
Hallmark Life Insurance Company Ltd
Level 4, 800 Collins St
Docklands VIC 3008
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e. The unvested policyholder benefits liability
f. Any other information deemed by the Appointed Actuary to warrant actuarial review for the purpose of

profit or solvency reporting

Section 78 of the Act requires that the Appointed Actuary prepare a report in respect of the review
required under Section 77. I confirm that the FCR, and its appendices, meets the requirements of section
78 of the Act, as it contains my advice regarding policy liabilities, reinsured policy liabilities, and deferred
acquisition costs (implicit in the policy liabilities). The FCR also includes advice on IBNR and capital
requirements, which form part of the financial statements. No advice or review is required of unvested
policyholder benefits liability, as HLIC does not write any participating products.

In my opinion and from an actuarial perspective:
a. The actuarial information contained in the HLIC financial statements, submitted to the Board for

approval on 27 February 2019, has been appropriately included in those statements; and
b. The actuarial information has been used appropriately in the preparation of the HLIC financial

statements.

I have obtained all information and explanations that I have required. I am not aware of any other
information that warrants actuarial review for the purpose of profit or solvency reporting.

Financial Statements – HLIC New Zealand Branch (Statutory Fund 2)

Section 77 of the Act requires a review by the Appointed Actuary of the actuarial information in the
New Zealand Branch financial statements and in particular:
a. The Policy Liability
b. The reinsurance and other recovery asset(s) relevant to the Policy Liability, or relevant to outstanding

claims reserves or incurred but not reported claims reserves held outside of the Policy Liability
c. Any deferred or other tax asset relevant to the Policy Liability
d. Any deferred acquisition cost or deferred fee revenue relevant to the Policy Liability
e. The unvested policyholder benefits liability
f. Any other information deemed by the Appointed Actuary to warrant actuarial review for the purpose of

profit or solvency reporting

Section 78 of the Act requires that the Appointed Actuary prepare a report in respect of the review
required under Section 77. I confirm that the FCR, and its appendices, meets the requirements of section
78 of the Act, as it contains my advice regarding policy liabilities, reinsured policy liabilities, and deferred
acquisition costs (implicit in the policy liabilities). The FCR also includes advice on IBNR and capital
requirements, which form part of the financial statements. Separate input has been provided regarding
actuarial inputs to tax calculations in New Zealand. No advice or review is required of unvested
policyholder benefits liability, as HLIC does not write any participating products.

In my opinion and from an actuarial perspective:
a. The actuarial information contained in the HLIC New Zealand Branch financial statements, submitted

to the Board for approval on 27 February 2019, has been appropriately included in those statements;
and

b. The actuarial information has been used appropriately in the preparation of the HLIC New Zealand
Branch financial statements.

I have obtained all information and explanations that I have required. I am not aware of any other
information that warrants actuarial review for the purpose of profit or solvency reporting.
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Financial Condition Report

The Appointed Actuary must prepare a Financial Condition Report which must:
a. Identify and describe the material risks (of which it is reasonable to expect the appointed actuary to be

aware) facing a licensed insurer that, in the appointed actuary’s opinion, pose a threat to the licensed
insurer’s ability to meet its solvency requirements now and in the future, and where practicable
quantify such risks

b. Comment on the steps taken or proposed by the licensed insurer to address the risks identified in (a)
c. Comment separately on the New Zealand business, these comments can be in line with Australian

requirements for financial condition reports
d. Advise the licensed insurer on whether in the Appointed Actuary’s opinion, the licensed insurer needs

to consider reporting to the RBNZ under Section 24 of The Act, taking into account the licensed
insurer’s forward-looking assessment of the solvency standard and the appointed actuary’s assessment
of the licensed insurer’s business plans, its enterprise risk management practices and the external
environment.

The Appointed Actuary in the financial condition report must comment on:
a. The solvency position of the insurer if a catastrophe or extreme event, such as outlined in the

Catastrophe Risk Capital Charge section of the Life Standard, were to occur in New Zealand.
b. Any difference in the financial condition of the New Zealand Branch in comparison with the insurer as a

whole, which might have implications if the two were separated as a result of regulatory action or
litigation.

The FCR identifies and assesses the material risks facing HLIC and includes discussion of relevant risk
mitigants. These material risks are considered at a company level and also separately for the Australian
and New Zealand business.

Throughout the FCR, key metrics and information have been separated between Statutory Fund 1
(Australia) and Statutory Fund 2 (New Zealand) so that each business can be considered separately from
the company as a whole.

HLIC is in a very strong financial position as at 31 December 2018, with excess assets of A$17.2m above
prudential capital requirements in Statutory Fund 1 and A$3.7m in Statutory Fund 2. Under Section 25 of
LPS110, the Prescribed Capital Amount (PCA) of a life company is the sum of the fund-level PCA, subject
to a minimum of $10m. An entity-level PCA adjustment of $8.9m at 31 December 2018 is required to
meet the $10m PCA minimum. Both statutory funds, as well as the Shareholders Fund and entity itself,
have exceeded prudential capital requirements over the year to 31 December 2018.

Capital requirements are expected to be met over the coming three years, and hence no reporting under
Section 24 of The Act is required. In my opinion HLIC is maintaining:
a. A solvency margin consistent with the requirements under section 21(2) (b) of the Act
b. Solvency margins for each statutory fund, both in Australian and in New Zealand, consistent with the

requirements under section 21(2) (c) of the Act

This strong position means that both statutory funds, Statutory Fund 1 and 2, of HLIC would be able to
withstand a catastrophe or extreme event similar to the Catastrophe Risk Capital Charge.

The New Zealand Branch (Statutory Fund 2) of HLIC is managed in conjunction with the Australian
business and I am not aware of any differences in the financial condition of the New Zealand Branch in
comparison with the insurer as a whole which might have implications if the two were separated.
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Yours sincerely,

Brendan Counsell, FIAA, FNZSA
Appointed Actuary, Hallmark Life Insurance Company Ltd
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About EY
EY is a global leader in assurance, tax, transaction and advisory services. The
insights and quality services we deliver help build trust and confidence in the
capital markets and in economies the world over. We develop outstanding leaders
who team to deliver on our promises to all of our stakeholders. In so doing, we play
a critical role in building a better working world for our people, for our clients and
for our communities.

EY refers to the global organisation and may refer to one or more of the member
firms of Ernst & Young Global Limited, each of which is a separate legal entity.
Ernst & Young Global Limited, a U  company limited by guarantee, does not
provide services to clients. For more information about our organisation, please
visit ey.com.

 2019 Ernst & Young, Australia
All Rights Reserved.

In line with EY’s commitment to minimise its impact on the environment, this
document has been printed on paper with a high recycled content.

Ernst & Young is a registered trademark. Our report may be relied upon by
Hallmark Life Insurance Company for the purpose of assessing the financial
condition of the company only, pursuant to the terms of our engagement letter
dated 2  October 2018. We disclaim all responsibility to any other party for any
loss or liability that the other party may suffer or incur arising from or relating to or
in any way connected with the contents of our report, the provision of our report to
the other party or the reliance upon our report by the other party.
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