INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF POLICE HEALTH PLAN LIMITED

Opinion
We have audited the financial statements of Police Health Plan Limited (“the company”),
which comprise the statement of financial position as at 30 June 2019 and the statement of
comprehensive revenue and expense, statement of changes in net assets/equity and cash
flow statement for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies
In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of the company as at 30 June 2019, and its financial performance and
its cash flows for the year then ended in accordance with Public Benefit Entity Standards
(“PBE Standards”) issued by the New Zealand Accounting Standards Board.
Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing (New
Zealand) (“ISAs (NZ)”). Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We
are independent of the company 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 we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.
Other than in our capacity as auditor we have no relationship with, or interests in, the
company.
Key Audit Matter
Claims Liability

How The Matter Was Addressed in Our Audit

We considered the valuation of the
claims liability a key audit matter
because of the significant judgement
required by management and the
directors in determining the balance as
at 30 June 2019.

Our audit procedures included obtaining an
understanding of key controls, including key data
reconciliations and management review of the
estimates.

The valuation of the outstanding claims
relies on the quality of the underlying
data. It involves subjective judgements
about future events, both internal and
external to the business, for which small
changes in assumptions can result in
material impacts to the estimate.
In particular, judgement arises over the
estimation of payments for claims that
have been incurred at the reporting date
but have not yet been reported to the
entity, as there is generally less

Historical claims data is a key input to the
actuarial estimates. Accordingly, we:
o We gained an understanding of the design and
implementation of the control environment in
regard to claims processing;
o Re-performed claims data reconciliations;
o Inspected a sample of claims paid during the
year to confirm that they were supported by
appropriate documentation and approved within
delegated authority limits.
To assess our ability to rely on the work of the
actuarial expert engaged by management, we:

information available in relation to these
claims, and uncertainty over the amount
which will be settled.
Outstanding claims include a risk margin
that allows for the inherent uncertainty
in the central estimate of the future
claim payments. In determining the risk
margin, the entity make a judgement
about the volatility of the claims
pattern.
Relevant references in the financial
statements: Refer to notes 6 and 7 to the
financial statements, which also describe
the elements that make up the balance.

• Obtained the amount for the actual claims paid
in the months of July and August 2019 for
claims incurred pre year end and compared the
total paid to the central estimate.
• Assessed key actuarial judgements and
assumptions and challenged them by
comparing with our expectations based on the
entity’s experience, our own sector knowledge
and independently observable industry trends;
• Considered the accuracy of claims liability in
the past against actual post balance date
claims; and
• Assessed the risk margin, by comparing to
known industry practices. In particular we
focused on the assessed level of uncertainty in
the central estimate.

Directors’ Responsibilities for the Financial Statements
The directors are responsible on behalf of the company for the preparation and fair
presentation of the financial statements in accordance with PBE Standards, and for such
internal control as the directors determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.
In preparing the financial statements, the directors are responsible on behalf of the company
for assessing the company’s ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting unless the
directors either intend to liquidate the company or to cease operations, or have no realistic
alternative but to do so.
Auditor’s Responsibilities for the Audit of the Financial Statements
Our objectives are 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
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
and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the decisions of users taken on the basis of these financial statements.
As part of an audit in accordance with ISAs (NZ), we exercise professional judgement and
maintain professional scepticism throughout the audit. We also:
• Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.
• Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the company’s internal control.

•
•

•

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.
Conclude on the appropriateness of the use of the going concern basis of accounting
by the directors and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the
related disclosures in the financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditor’s report. However, future events or conditions may cause
the company to cease to continue as a going concern.
Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

We communicate with the directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.
We also provide the directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where
applicable, related safeguards.
Who we Report to
This report is made solely to the company’s shareholders, as a body. Our audit work has been
undertaken so that we might state those matters which we are required to state to them in
an 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 company and the company’s
shareholders, as a body, for our audit work, for this report or for the opinions we have
formed.
The engagement partner on the audit resulting in this independent auditor’s report is Henry
McClintock.

BDO Wellington Audit Limited
Wellington
New Zealand
11 September 2019

Greystone Consulting
Police Health Plan
Review of Actuarial Information In, or Used In Preparation of, the Financial Statements at 30 June
2019
This report is to provide certain information and certification as required under Sections 77 and 78 of the
Insurance (Prudential Supervision) Act 2010 (the Act). This information is actuarial information in, or used
in the preparation of, the financial statements as at 30 June 201 of the Police Health Plan (the Plan).
I have provided a “Valuation Report” dated 30 July 2019 (updated by my letter of 12 October 2019), which
contains detailed advice on actuarial information for the financial statements,
The Solvency Standard for Non-life Insurance Business issued under the Act (the Standard) specifies which
is actuarial information.
I have reviewed the following actuarial information:
•
•
•

The Provision for Unexpired Risk (which, together with Unexpired Premiums Received, is referred
to in the Standard as Premium Liabilities).
The Provision for Claims (referred to in the Standard as the Net Outstanding Claims Liability).
Note 7 to the financial statements containing a description of the method and assumptions used in the
calculation of the Provision for Claims and Provision for Unexpired Risk.

The Plan has no reinsurance and no deferred acquisition costs or fee revenue assets.
I can advise as follows:
•
•
•
•
•
•

There were no limitations or restrictions placed on me in carrying out this work, and I have obtained
all the information and explanation that I required.
My relationship with or interest in the Plan is limited to that of Appointed Actuary.
It is the Plan’s established policy to seek my advice on actuarial information and to adopt my advice
in the financial statements.
The actuarial information provided by me has been prepared in accordance with the New Zealand
Equivalent of International Financial Reporting Standard 4, and Professional Standard 30 of the New
Zealand Society of Actuaries
The actuarial information contained in, and used in the preparation of, the financial statements has
been appropriately included and used.
In my opinion, and from an actuarial perspective, the Plan is maintaining, at the balance date, the
solvency margin as required under the Act.

Charles Cahn
FIAA FNZSA
Appointed Actuary
12 October 2019
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