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Hallmark General Insurance Company Ltd: Appointed Actuary signoff of 
financial statements and financial condition as at 31 December 2013 for 
New Zealand reporting purposes 
 
Dear Directors 
 
Hallmark General Insurance Company Ltd (“HGIC”) 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”).  
 
HGIC has appointed me, Warrick Gard, Ernst & Young to be HGIC’s Appointed Actuary as described by the 
Insurance Act 1973 and related Prudential Standards and Guidance Notes current at 31 December 2013 
and by the New Zealand Insurance (Prudential Supervision) Act 2010 (the Act). I have no relationship 
with HGIC other than being its Appointed Actuary. 
 
The prime responsibility of the Appointed Actuary is to provide advice to the Board of a general insurer 
on the value of its insurance 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 insurance liabilities in accordance with APRA’s Prudential Standard GPS320 Actuarial and 
Related Matters. 
 
As part of my responsibilities I have produced reports on HGIC’s insurance liabilities, the Insurance 
Liability Valuation Report (ILVR), and financial condition, the Financial Condition Report (FCR), as at 31 
December 2013. The work I have undertaken is described in Section 2 of my FCR and Section 2 of my 
ILVR. The scope and limitations of my review are described in Sections 2, 14 and 15 of my FCR and 
Sections 2 and 13 of my ILVR. I have reviewed all information necessary for me to complete my FCR and 
ILVR. 
 
The RBNZ has exempted HGIC from compliance with their Solvency Standard for General Insurance 
Business. This exemption has been granted subject to various conditions, including obligations of the 
appointed actuary. These obligations are addressed below. 

Financial Statements 

Section 77 of the Act requires a review by the appointed actuary of the actuarial information in the New 
Zealand financial statements and in particular: 
 

a. The unearned premium liability and liability adequacy test 

b. The Net Outstanding Claims Liability 

c. The reinsurance and any other recovery assets 

d. Any deferred acquisition cost or deferred fee revenue 
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e. Any other information deemed by the appointed actuary to warrant actuarial review for the 
purpose of profit or solvency reporting 

I confirm that my FCR and my ILVR meet the requirements of Section 78 of The Act, and they contain my 
advice regarding the net premium liabilities, liability adequacy test, net outstanding claims liabilities, the 
reinsurance and any other recovery assets, and deferred acquisition costs (implicit in the unearned 
premium).  
 
I note that I have previously reviewed the earning patterns adopted by HGIC and consider them suitable. 
For the current ILVR I have also checked the UEP calculation performed for certain product types and 
believe the calculations are reasonable. 
 
Based on the financial statements dated 25 February 2014, the actuarial information provided has been 
appropriately included in the preparation and completion of HGIC’s 31 December 2013 year end financial 
statements. 
 
I am not aware of any other information that warrants actuarial review for the purpose of profit or 
solvency reporting. 

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 Non-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. 

My FCR identifies and assesses the material risks facing HGIC, including mitigants addressing those risks 
and thus meets the requirements of Section 56(d) of the Act. The capital within HGIC is equally accessible 
by both the Australian and New Zealand operations.  
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HGIC is in a very strong financial position as at 31 December 2013 with a Capital Adequacy Multiple of 
4.82. 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 HGIC is maintaining the solvency margin consistent 
with the requirements under Section 21(2) (b) of the Act. 
 
This strong position means that HGIC would be able to withstand a catastrophe or extreme event similar 
to the Catastrophe Risk Capital Charge.  
 
The Australian and New Zealand operations of HGIC are managed in conjunction 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. 
 
Yours sincerely, 
 

 
 
Warrick Gard, FIAA, FNZSA 
Appointed Actuary, Hallmark General Insurance Company Ltd 
Partner, General Insurance 


