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24 April 2020 

 

To 

Insurance Supervision 

Reserve Bank of New Zealand 

2 The Terrace 

Wellington 6011 

 

From 

Benjamin Sutton  

Stephen Behrmann 

 

By Electronic Upload 
 
 
Hallmark General Insurance Company Limited – Financial Statements for the year ended 
31 December 2019 
 

1. We act for Hallmark General Insurance Company Limited (company number 3346111) ("Hallmark 

General"). 

2. In accordance with section 81 of the Insurance (Prudential Supervision) Act 2010, we enclose 

copies of the following documents in respect of Hallmark General for the year ended 31 December 

2019: 

(a) audited financial statements for Hallmark General, 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 General'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 (Overseas Registered Banks and Licensed Insurers) 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 
 

 
Stephen Behrmann 
Senior Solicitor (South African Qualified) 
 
Direct:  64 9 358 7007 
Email:  stephen.behrmann@buddlefindlay.com 
 
 































































































































































































 
 

  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 
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Hallmark General Insurance Company Ltd:  
Appointed Actuary signoff of financial statements and financial condition as at  
31 December 2019 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”).  

On 23 May 2018, HGIC appointed me, Melissa Yan of Ernst & Young to be HGIC’s Appointed Actuary. The 
Appointed Actuary role is as described by the Insurance Act 1973, related Prudential Standards and 
Prudential Practice Guides current at 31 December 2019, and by the New Zealand Insurance (Prudential 
Supervision) Act 2010 (the Act). I have no relationship with HGIC other than being its Appointed Actuary. 

It is the responsibility of the Appointed Actuary 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 CPS320, Actuarial and Related 
Matters. 

As part of my responsibilities, I have produced a report on HGIC’s insurance liabilities and financial 
condition, the Financial Condition Report (“FCR”), as at 31 December 2019, dated 25 February 2020. 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 HGIC as at 31 December 2019. The FCR 
identifies and assesses the material risks facing HGIC and includes discussion of relevant risk mitigants. 

I have relied upon the general completeness and accuracy of this data and information supplied by HGIC 
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 HGIC from compliance with their Solvency Standard for Non-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 HGIC Company level results and also separately in relation to the results of the New 
Zealand Branch of HGIC. 

Financial Statements – HGIC 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. Unearned premium liability and liability adequacy test 

b. Net outstanding claims liability 

c. Reinsurance and any other recovery assets 
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d. Deferred acquisition cost or deferred fee revenue 

e. 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 this FCR and my Actuarial Valuation Report (“AVR”) meets the 
requirements of section 78 of The Act, and contains my advice regarding the net premium liabilities, 
liability adequacy test, net outstanding claims liabilities, reinsurance and any other recovery assets, and 
deferred acquisition costs. The FCR also includes advice on capital requirements, which form part of the 
financial statements. 

I have previously reviewed the earning patterns adopted by HGIC and consider them to be appropriate. For 
the current AVR I have also checked the unearned premium calculation performed by HGIC for certain 
product types and the calculations appear to be reasonable. 

In my opinion and from an actuarial perspective: 

a. The actuarial information contained in the HGIC financial statements, submitted to the Board for 
approval on 25 February 2020, has been appropriately included in those statements; and 

b. The actuarial information has been used appropriately in the preparation of the HGIC 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 – HGIC New Zealand Branch 

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. Unearned premium liability and liability adequacy test 

b. Net outstanding claims liability 

c. Reinsurance and any other recovery assets 

d. Deferred acquisition cost or deferred fee revenue 

e. 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 this FCR and my AVR meets the requirements of section 78 of 
The Act, and contains my advice regarding the net premium liabilities, liability adequacy test, net 
outstanding claims liabilities, reinsurance and any other recovery assets, and deferred acquisition costs. 
The FCR also includes advice on capital requirements, which form part of the financial statements.  

I have previously reviewed the earning patterns adopted by HGIC and consider them to be appropriate. For 
the current AVR I have also checked the unearned premium calculation performed by HGIC for certain 
product types and the calculations appear to be reasonable. 

In my opinion and from an actuarial perspective: 

a. The actuarial information contained in the HGIC New Zealand Branch financial statements, 
submitted to the Board for approval on 25 February 2020, has been appropriately included in 
those statements; and 
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b. The actuarial information has been used appropriately in the preparation of the HGIC 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. 

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. 

The FCR identifies and assesses the material risks facing HGIC and includes mitigating factors addressing 
those risks and therefore 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. 

HGIC is in a very strong financial position as at 31 December 2019, with available capital exceeding the 
target surplus. Capital requirements are expected to be met over the year and also in subsequent years, 
and hence no reporting under Section 24 of the Act is required. In my opinion HGIC is maintaining a 
solvency margin consistent with the requirements under section 21(2) (b) of the Act. HGIC does not 
underwrite any life insurance products. As such no opinion under Section 78(h) of the Act is required. 

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, 

 

Melissa Yan, FIAA, FNZSA 
Appointed Actuary, Hallmark General Insurance Company Ltd 
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