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THE SOUTHERN CROSS MEDICAL CARE SOCIETY

STATEMENT OF COMPREHENSIVE INCOME AND CHANGES N RESERVES
for the vear ended 30 June 2018

NOTE 2018 2017
$000 $000
Premium revenue 087,840 923,442
Net claims expense 4 906,640 830,326
Underwriting surplus 81,200 93,116
Operating expenses : 8 118,084 112,015
Operating deficit | (36,894) (18,899)
Net investment and other income ' 7 23,596 25,066
(Deficity/surplus bhefore taxation 13,298) 6,167
Taxation | 11 - -
(Deficitisurplus after taxation {13,208) 8,167
QOther comprehensive income - z
Total comprehensive (deficitfincome for the year {13,208) - 8,167
Opening balance of reserves 441,325 435,158
Closing balanpeotre;ecm 428,027 441,326

The above statement should be read in conjunction with the eccompanying notes.
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THE SOUTHERN CROSS MEDICAL CARE SOCIETY

STATEMENT OF FINANCIAL POSITION

as at 30 June 2018
NOTE 2018 2017
$000 $000
Assets
Cash and cash equivalents 9 8,525 &,888
Premium and other receivables ] - 88,712 79,193
Investments - 5 481,592 516,110
Property and equipment 10 - 11,681 T 11,547
_intangible assets 10 35,813 24,905
Total assets 626,323 638,643
Liabilitles
Payables . 12,805 12,013
Employee benefits 12 8,489 7,817
Insurance contract liabifities 2 177,002 177,688
Total Habllities ‘ 198,296 167,318
Net assets 428,027 441,325
Reserves - 428,027 441,325

Authorised on behalf of the Board of Directors on 31 August 2018

|

G W Gent J : E M Hickey
Chairman . ‘ Director

The above stetement should be réad In confunction with the accompanying notss.




THE SOUTHERN CRQOSS MEDICAL CARE SOCIETY

NOTE 2018 2017
$000 $0600

STATEMENT OF CASH FLOWS
for the year ended 30 June 2018
Cash flows from/(to) operating activities .
Premium revenue reosived 986,792 920,796
Interest received 11,385 15239
Cther income recalyad 4,340 2,735
Payment of claims (914,260} (533,850)
Payments b employess {54,730) {52,478)
Payments o suppilers - (52,3595) (47,450)
Net cash flows {to)/from operating activities {18,848) 4,994
Cash flows from/{to} investing activities
Proceeds from sale of properly and equipmeant - _ 43 76
Payments for property and eguipment _ (3,616) (3,204)
Payments for intangible assels (18,306} (10,652)
Net recaipts from investments 42 396 13,654
Net cash flows from/{to) investing activities : _ 20,506 . {986)
Net increase in cash and cash equivalents 1,637 : 4,868
Opaning cash and tash equivalents 6,888 1,980

Glosing cash and cash equivalents 8,525 6,388

RECONCILIATION OF (DEFICITYS8URPLUS AFTER TAX TO NET CASH FLOWS FROM OPERATING ACTIVITIES

(Deficitysurphus after taxaion . (13,298} 6,187
Adjustments for non-cash items Included in (deficit)/surphus after taxation: .
Depreciation and amortisation 8 12,254 10,406
Loss on disposal or impairment of agsets 166 660
Net gains on investments at fair value thwough profitorloss - 7 {8,758) {7,983)
Changes In assals and llabliities: . ’
Presmiums and other receivables {9,519) (7.733)
Intarest receivable 1,885
Payables and employee benefits ' B 1,681
Insurance contract liabilities : : 686) 906
Net cash flows (to)/from operating activities {18,868) 4994

The above statermnent should be read in conjunction with the accompanying notes.




THE SOUTHERN CROSS MEDICAL CARE SOCIETY

NOTES TO THE FINANCIAL STATEMENTS
for the year snded 30 June 2018

1 BASIS OF ACCOUNTING
REPORTING ENTITY

The Southern Cross Medica: Care Scclety (the “Sociaty”) is a friendly sociely domictiad in New Zealand, registersd under the Friendty Societies and Credit Uinions Act
1982 ("FBCU Act"). The Society’s pricsary aciivity is the provision of heelth insurance and its registered office is Level 1, EY Building, 2 Takubei Square, Auckland,

Tha Sociely is a licencad irsurer under the Insurance (Prudential Supervision) Act 2010 {"IP8 Act”). itis deemed to be a financial markets condugt raporting entity
uncier Part 7 of the Finannoial Mariets Conduct Aot 2013 (FMC Act") and therefore & tier 1 reporting sntity for financial repoting pisposes.

The financial statermants 2re for the Group comprising the Soviety and ite subsidiares: Southern Crass Ineurance Services Limitad, Southern Cross Health Services
Limited and Southern Cross Healthcare Limited (non-trading).

As a consequence of fls legad structure the Sociely has no reccurse to external capitzl and therefore irtemally geneseted capitat s of paramount importance. The
Society's capliai of $429.2 midlon (30 June 2017 $444.8 millicn) represents the retained surpluses of the Society. Capltal of the Group of $428.0 mitlion (30 June
2017 8441 3 million) includes the reserves of the Society's narrinaurance subeidisries.

BOLVENCY

Asg a fully licensed |nsurer, the Scivency Standard for Non-life insurance Business (the Solvency Starand”) lssued by the Reserve Bank of New Zealand ("RBNZ"}
requires the Sociely o retain a positive solvency margin, meaning that the aciugl soivency capital position exceeds the minimurm required under the Solvancy
Standard.

The Directars’ policy far managing capital ia to have a strong capited base to establish security for members and enable the Saciety to conduct its business whilst
maintaining financied soundnass. The Society has embadded in (ts capital managsmant framawork the neceasary tests fo ensure continuous and full compliance with
the Soivency Etandard.

On 21 March 2018 the Beard of Direotors, post consuttation with the Society's Appointed Acluary, approvad a change to the benchmark used to monilor the Soclety's
capital position. Following this decision, the benchmark and target range for the capital position of the Socisty tas changed from {argeting & solvency margin inthe
range of 30% to 40% of annualised premium income, to hoiding net tangibla assets equivaient fo § to 7 months of expectad annual claims. A soivency banchmark that
Is based on claims Is more relevant as the Socioty’s reserves are used to pey claims, Using the mw betchmark, net tangibia assets st 30 June 2018 are equivelent |

1o 5.2 months of claims, which is within the target range undaer the new behchmark. The policy in respect of capilal menagement is reguisry reviewed by the Directors
in line with the guidelines issusd by the RBHNZ

The Society complied with externaily impeeed cagital requirements fqrtho year enced 30 June 2018 (30 June 2017: In compliance).

2018 2017

$m $m

Solvency capital ' 3073 416.9
Mirimum scivency capital . 125.0 113.1
Solvency magin - . . 272.3 303.3
2018 nT

Solvency ratio (solvency capital divided by minimumn solvency capital) , ‘318 . 369

On 2 May 2018, Standard & Poor's reaffirmed the Society s Insurer Financial Strength Rating at A+ (27 April 2017: A+), under ite global insurance industry rating
mathodology. ’ :

BASIS OF PREPARATION

“Under the specific criteria and definitions of the financie! reporting standards, the Directors have classifisd the Society es a profit-orlented antity tor firancial reporting
pUIpOBES.
The financiol statements ars:

« prepared in accordance with the stahstory requirements of the FSCU Adt, the FMC Act end the IPS Act
» preparad inaccordance with New Zealand germrally accepted accounting practios ("NZ GAAF.

s incomplience with New Zealand equivalents to interngtional Financial Repcding Standards ("NZ IFRS") and International Finarcial Reporting Standards
{"FRS"). ‘

« presented in New Zealand doliars (§), which Is the Group's functional curtency. All financial information has been rounded to the nearest thousand ($000), unvess
otherwise stated.

o steted net of GST, with the exception of recaivables anci payebles, which include GST invoiced.

« Pprepared using historicat coat s tha measurement basls except for cash and cash equivalerts, investments and insurance contract liabifities, which are
measured at fair value. '

BASIS OF CONSOLIDATION }
Subsidiarias are entiies controlieg by the Group. The Group corrirole an entity whan it & exposed to, of has rights to variable retums from its ivolvement with the
entity and has the ability 1o affect thosa retums through its power ovear the entity. The financial statements of subsidiaries are included in the group financial

staternerts from the date that conlrol commences Uil the date that contrel ceases. Allittra-group balances and transactions are eiiminated in preparing the group
finarcial sistaments.
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THE SOUTHERN CROSS MEDICAL CARE SOCIETY

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year endod 30 June 2018

1 BASIS OF ACCOUNTING (continued)
AGGOUNTING POLIGIES AN STANDARDS

Mo changes to accounting policies have besn made during the year, and policies have been consiatently appiied (o all pericds presented in these financial
statements. Certain compenstive armounts have been reciassified to conform to the curtent year's presartstion.

The following new stancarde relevant to the Group have been isstied. The Group does not intend 1 adopt these standards until their effactive dates,

* NZ IFRS 9 Finanoisi Instruments - Effective for annual reporting periods beginning on or after 1 January 2018. This etandard will have minimel impact on the
Group.

o NZ IFRS 15 Revenue lram Cortracts with Cusforners - Effective for annizal reporting perists beginning on or after 1 January 20158. This standard will have
minimal impect on the Group.

¢ NZ IFRS 16 Laasas - Effective for anmuai repariing periods beginning an or after 1 January 2019. NZ IFRS 16 removes the classifioation of leases as efther
operating or finance leases for the lesses, effectively treating ali lcases 2s finance lsases. NZ IFRS 1€ recuires a lesses o recognise a ‘right-of-use asset’ and a
lease labilty reflecting future lesse payments for virtuelly all lease contracts. Based on the preéminary assessment completed by the Group, the treatment of
operating lsasss for office buitdings and motor vehicies will change. The estimated financial impact is the racognition of a Tight-ol-use aese!’ and a
cofreaponding lease liabiity of approximately $16 mitlion.

» NZ IFRS 17 Insuranve Contracts - Effective for annual reporting penoda beginning on or afler 1 January 2024. The impact of this siandard i still fo be
determined.

USE OF EATIMATES AND JUDGEMENTS ‘
The preperation of firancial statements requires managemert to make jutdgements, estimates and axsumptions that affect the application of eccounting poficies and
e reported amounts of assets, fiabilities, income and sxpenses. Actual results may differ from these estimates.
Estimates and aésumpﬂons are reviewed on an ongoing basis. Revisions 10 accounting estimates are recognised inthe perod in which the estimate is revised.
trformaiion about significant areas 6fuﬁmatlon. uncertainty and crifical judgements in applying accourting policies that have the mosl significant effect on the
amounts recognised in the financial statements are described it the following notes:

« Note 2; insurance contract Babilities

» Mote 38 insurance rigk
2 [INSURANCE CONTRACT LIABILITIES

Insurance contracts are defined as those containing significant insurance riek at the incepticn of the contract  The Society has determined that all health insurance
policies provided 1o members are insurance contracts.

A provigion is recognised when the Graup hae a present hagal or constructive Ghligation 8 & result of a past event, and it is probable that an autflow of ecanomic
benafits will be required (o settle the obligation. If the sffect is material, provisions are determined by discounting the expeclad future cesh flows at & pre-tex rats ihat
reflacta cument market rates and, whare appropriate, the riske specific to the ebiigation.

Estimates of the outstending claims and unexpired risk 2t 30 fure 2018 have been detetmined by the Society's Appointed Actuary, Sohn Smeed, a Fellow of the New
Zealand Society of Actuariss. These were presented to the Directors of the Society in a report daled 14 August 2018, There wera no qualkfications to the report. The
calcuiations of the provigians for outstanding claims and unexpired sk each comply with bom NZ IFRS 4 Insurarice Contracts | and Professional Standard No.30:
Ganeral Insurance Business , of the NewZealand Society of Actusries.

The Appointed Actuary is satiefled as 1o the nature, sufiiclency and accuracy of the data used to determine these provisions.

nsurance contract Aabiiitles . o8 an7

. $000 000
Provision for Duitﬁndh‘g chkns 63,196 75,638
Provision for unearned premsium ' ] : 97,565 90,808
Previgion for unexpired risk , 9,062 5,262
Okher inswance provisions 1,410 1,240
Assessed ciaims payable ) : . . 4,879 4740
Tota) - ] 177,002 177,688
Provision for cutstanding cisims

O\Mncim Claims habilitiea are the central estimate of the pressnt vaiue of eMd future paymerts for claims incured but not settad at the balance date.- The
centrat estimats has been calculated using historical experience io deterrnine the patiem of claims development.

Estimation of outstanding claims liabilities includes &n allowance for claims incumed but not repuri'ed claima incuimed but not adeguately reported, unpaid reported
clalme wnd Mture claims handiing coste associated with paying claime. An expiictt allowance of $0.75 milion has been made for expected ACC recoveries as at 30
Juhe 2018, which has bean netied off against liabllities (30 June 2017 $0.75 million).

A risk marngin has been added to reflect the Inherent uncerlainty in the central estimate. The risk margin corsiders both higtorio and future sowroes of volatility. A risk
margin of €3 of the central estimate was established es at 30 June 2018 (30 June 2017: 6%). The ek margin was detenTined with the ohjective of achieving at least
75% probability of sufficlersy of the outetanding claims provision.




THE SQUTHERN CROSS MEDICAL CARE SCCIETY

NOTES TO THE FINANCIAL STATEMENTS (continue)
for the year ended 30 June 2018

2 MNMRANCE CONTRAGT LIABALITIES (continued)

Key assumptions:
1. Future patterns of claims development will be simiiar to historical patterns depending on the type of palicy, type of claim and development month.
2. Monrthly sessonality factors used for clzime Incurred. These are celculated from the S years' previous olaiins expariance and were updsted this year, ranging

from B9% b5 114% (30 June 2017: 88% to 115%) of the monthly averags. The cutstandling ciaing provision is calculated separately for different claim types and
therafore has different sansonality faciors than the unexpired risk provizion, which Is calculated at a portiolio level.

3. Historical claimes inflation 8.2% p.a. (30 June 2017: 8.5%), based on previous claims expetience.

Claims handiing costs inchue internal an& exdarnal costs incurred in connection with the negotiation and settiement of clalms. Internal costs incluce all direct
exparaes of the cieime depatment and any part of the general administrative coats direotly attributable to the claims function. Claima handiing costs wers determined
1o be 4% (30 June 2017: 4%) of the underlying claime amounts based on an enalysis of administration expenses.

The sverage weighted ferm from 20 June 2018 1o the expested seitiement date for ciaims inciuded in the liability for cutstanding claims Is 64 days (30 June 2017: 71
days). Accordingly, expected future claims payments are not discounted due to the short tail neture of the Yabliities.

Provision for outstanding claims ' 2018 2017
$000 $000

Central ”ﬂmata of outstanding claine lability 57,207 68,634
Clairs handling costs 2,322 2,773
Risk mangin . 3577 4,281
Total 63,186 75,638
Reconcliiation of movement in provision for outstanding claims 2018 2017
) $000 $000

Opening balance : 75,638 76,798
Amounts utilised during the year (59,600) (70,558}
(Revarsal of unused provision)additicnal pravision (6,505) 1,401
Amounts provided during the year 3,ms 65613
Movement in claims handling costs (451) (142)
Movamant in risk margin ' (704) ]
Clesing balance . 3,106 76,638

Provision for unexpired risk and lability adequacy test

A lizbility adequacy teat was parfbrrnsdto determine wheiher the uneamed pramium Kabliity is adequate to cover the present value of the expecied future cash flows,
plus a rigk margin, from the current insurance contracts. The future cash fows are future claims, associated clakns handiing costs end other adminiztration coets.

IF tiwe presant valine of the spected fulure cash autflows excesds the uneamed premium liability then the uneamed premium liability ie deamed 6 be deficient. Any
deficiency Is recognised as an expense in the statement of comprenensive income after first writing down any deferred ecquisition costs. The deficiency In excees of
deferred acquisliion costs is recegnisad in the statement of financial position as an unexpired risk provisic:.

The provision for unexpired risk has been calculeted as the projected premium defieiency for current in-force business until the next policy billing daie on or after 1
July 2018, ‘

The calculation of the risk margin has bean bassd on an analysis of the volatiiity of hlduriui claime expesience within the time period covered by the unearned
premiums tagether with future sources of volatilty. A risk margin of 4% of the present valus of expecied fulire cash flows has been applied at 30 June 2018 (30 Jure
2017: 4%). The risk margin was determined with the cbiective of achieving at least 75% probability of sufficiency of the unexplred risk provision

Key ssaumptions:

1. Future cizims development will be simiiar to historical patierns by the tyos of polldy, type of claim and developimert month,

2. Monihly seasorwlity factors used for claims incuried. These were caloulated from the 5 years' previous ciaims experience, and range from 73% to 142% (30 June
2017 72% to 112%) of tha morihly average. The cutstanding claima provision is caloulated separately for different claim types and therefere has differant
seneonality factora than the unexplred risk provision, which is calculatad at a pertfolio level.

3. Expenses baaéd on the business plan for 2018419, Inciuding allowance for amortisation of defemed acquisition costs.
No explicit allowance has been made for cancelistions or transfers, These are allawed for implicitly in the irflation assumption.
Bxpacted fulls clairms payments are not discounted due to the short il natue of the Babilitiss.




THE SOUTHERN CROSS MEDICAL CARE SOCIETY

NOTES TO THE FINANCIAL STATEMENTS {continued)
for the year ended 30 June 2018

2 INSURANCE CONTRAGT LIABILITIES (continued)

Provision for unssrasd premium
Premiums billed but uneamed are recorded as a provision for uneamed premium in the statement of financial position.
2018 N7
000 000
Opening balance 90,608 87,065
Premiums written in the year 894,597 927,185
Pramiums eamed during the year [987,840) (823,442
Closing belasice ] 97,565 00,808
Provision for unexpired risk 2018 2017
$006 $000
Prasert valuwe of axpacted future cash flows for claime and axpenses 103,705 82,701
sk margin 4,448 3,708
Unearned premiums (57,665) {90,808)
‘Wirite-down of defermed acquisiion costs {336) {338)

Total . 20852 5,262

3 RISK MANAGEMENT

The Group is exposed to a number of fdake in the normal course of business, specifically insurance risk, credit risk, liquidity risk, market risk end cperaticnal risk. The
Directera and manegemert recognise the importance of baving effective risk marmgament and have put in pisce & samprehensive risk managemsnt programme.

% Insurance risk

The Goup is sxposed to insurance risk threugh its health insurance aciivities. The key risk is Ihat of claims coste vatying significantly from what was assumed in the
setting of premium rates s putting pressure on the solvency and licuidity of the Soclety.

1. Risk managemenl abjectives, policies and prosesses for mitigating riek

THE Primary SLjective i marnaging INeUrance ek 18 (o nedlos the magnitude ard volatlily of claime costs. A secondary objective Is to ensure funds are available to
pay claims and maintain the solvency of the arganisation if there is adverse deviation in experience. Key pelicies and methods for mitigating Insurance risk include:

» Underwriting policles and processes which evaluate new fisks And offer terms that do not endanger the portfolio.

o Policy terms and condlitions which clearly specily which heakh care costa are reimbureed and claimé maragement procedures which ensure those terms and
conditions are adhered to in cleimes adminisiretion.

o Along-term pricing strategy and guidelines adopted by the Board which supports pricing based on underlying risk.

« Regular monitoring of financiel 2nd operating resutts.

» Maintajning a farget sohvency margin In exvess of the minimum required by 1he stardard estabiiehed by the RBNZ. The soivency margin ensures the Soclety is
abie to withstand a period of adverse msurance or investment experience and still maintain a satisfactory financial position: (rafer to Note 1).

11, Sensitivity to insurance risk
The volatility of clalms at a portfolio level has baen low relative to othar types of Insurance contracts. The low volatlility is due to:

» The beneflts in the raaith insurance contracts providing tover primardly for medically necessary yet elsotiva heatth care services.

« Obligations arise unde: the health Insurance cortracts when heatth care services ere provided and the provision of health cara services is constrained by sUpply
of private medicel practiioners and medical facitities. Thia constraint on ciaime e;q)erlence is cifferent than other forms of insurance cartracts where obligations
do not depend on service provision, L.e. proparty insurance.

«» ACC snd public sector health care provision of both acute, accident and elective haalth senvices. Mary ofthe highest ooet and Highly vatiable medioal care
claims are funded by cther sources.

+ Management's policiss and processes for managing insurance risk, as lsted abave.
IH. Concentration of insurance fisk
Management defines concentration of rigk by type of insurance business and geographic region. The Society fransacis health insurance business in New Zealand

and, therefore, the concentration of nsk by typs of insurance and geographio region cannat be avoided. Insurance risks are well diversified within tha hasith insuratce
portfolio wih clains sosts epread ecross many differant types of surgery and medical events. Thece is no significant expoaure to Individual large claims.




THE SOUTHERN CROSS MEDICAL CARE SOCIETY

NOTES TO THE FINANCIAL STATEMENTS {continued)

for the year snded 30 June 2018

3 RISK MANAGEMENT (continued)

b. Financial risks

1. Credit risk

Credit riak is the potenitial risk of loes arising from the failure of a debtor or courterparty to meet their contrachual obligations.

in thw normal course of its business the Group Incurs credit risk from its health insurance operations and from investment in financiel assets.

The Group maintains policies which ara vsed to manage the exposure to credit risk. Limits on counter-party exposures have been es! and are monitored on an
onpeing basie. In addition, the RBNZ has issued soncentration risk limite, as pert of its acivency standards. The credit quality of counter-parties is assassed based
an publiehed credit ratings issusd by Standerd & Poor's or equivalent ratings agencies. Where local authorities do not have a formal credit rting, coinfort 18 obtained
from their ability to levy rates. There are no concentrations of credit risk at 30 June 2018 (2017: Nii) in excess of policy.

The credit quaity of investment counter-perties is as fotiows:

2018 o
$000 3000

Money market ‘
AR 150,011 193,548
A ©o7E41 93,817
BES 48,213 35,388
Nor-rated 16,001 35,035
284,860 357,796

Unit trusts

Nan-rated {Globa! bonds, weighted average rating of the undertying investments & A+, 30 June 2017: AA} 96,816 81,579
Non-rated (Global squities) 49,473 56,840
Nan-rated {Global real esiate) 25,856 19,805
Non-rated (Global listed infrastructure) 24,761 -
g ‘ 108,726 158,314
Total 481,592 516,110

The maximum exposure to credit risk at the and of the reparting period I8 the amount of financial aesete steted in the statement of financial pogition. These exposures
am net of any recogniasd provisions for impeirment lceses. The Group does not require any collateral of seowxity to support financial assets due to the quality of the
caunter-party crganisation.

The cash and cash equivalents talances are hakl with a counver-party rated AA- (30 June 2017: AA-)

Premium receivables ate due from a vedy 1arge rumber of counted-parties, ranging from fargs corporatas 16 individual members. Analysing these by credit quality
wouilt not be feagible, a5 the majosity of counter-parties will be non-rated. Cred!t risk for premium receivables Is considered low as the Group is able to terminate or
suspend policies for non-paymant, st the Group's discretion.

¥, Liquicity risk

The Group is exposed to ongoing operational drawdowns on its available cesh resourcss from claims and adminisiration expenses. Liquidity sk is the risk that
payment of obligations may not b met in & imaly manner at a reasonable cost. The Directors set limits on the minimum propertion of maturing funds availatie o
mest uhexpected levels of claims and expenses.

The contractual maiurites of investments are aa follows:

2018 27

$000 $000

On call ' 9,008 5,009
0-5 months . 338,531 207,752
7-12 monthe 105,878 117,999
Currant . . - 463,417 420,760
1-2 years ] . 28,17% 70,618
2-Syeare ' - 19,802
Beyond B years - .. .. 4082
Nen-current ’ ) S 28175 95350
Total ] ) ‘ 431,502 518,110

he cash and cash equivalerts are avaitable on cal. All presium receivables, and substantially ali other recelvables are due within one month of the end of the
reporting pefiod. :

Financia! liabilities are alf short leﬁﬂ. rwestments can usually be liquidated at any tirme, unsder nosmal market sonditions to sa&ia Rabilities.

The -8 months maturity oetegory insludes unit trusts of $196.7 miltion (30 Jure 2017: $158.3 million}, as theee inveatments could be liquidated at short notice.




THE SOUTHERN CROSS MEDICAL CARE SOCIETY

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2018

3 RISK MANAGEMENT (continusd)
¢. Market rivks
. Interest rate risk

The Group invests in both fixed and variable ratg investments such as bonds, commercial pa'por and fioating rate notes. Thero is & risk that any mavement (n interest
rates can have an effect on the profitabllity and cash flows of the Group. The Group maintaina a epread of investmant types and maturily profiles te mitigate this risk.

The cash flows from the Group'e investment in bank depasits, commercial paper and floating rate nates are susceptible fa changes i interest ratas.

The tair value of fixed rate irvestments can fluctuate cepending on changes in interest ratas. The Group's policy is te hald all investments urtil maturity. This
eliminates any effects of falr value changes fo the invastments wpor realisation, however wuealised fair value changes are racognised in the statement of
comprehansive income for east: period,

2018 2017 2018 2017
3000 $000 ] $000
. On cash fows On profitability
Fair valus - Interest rate sensitivity on money market investments
impact of change in interest rates .
incrense by 100 beals points 1,788 2,015 (1,038) (038)
. Decreass by 100 basis points . ) 1,768) (2.015) 1,050 048

11, Urit price figk

Unit price risk i the cisk that the fair value of investments in unit trusts witl change &s a result of changes in unit prices. The Group holds ail of its investments in unit
trusts at fair value through profit and loss,

2018 _201 7 2018 017
000 $000 $000 $000
On cash flows On profaabiity
Fair vakie - UNit price sansitivity on unit truss |nvestmants
Impact of change in unit prices .
Increase ty 10% 19,6873 15,851 16,873 15,831
Decraase by 10% {19,673} {15,831) (18,673) (15,831

1il. Foreign currency risk

The Group does nol have material exposine 1o faraign cumency sk through ite insurance operations. On a net basis the foreign Surrency fisk DR investiments in unﬂ
trusts is substantially hedged into NZD. In opersting these furds, inherent currency risk expesure arises. The Group does not apply hedge accounting.

There are no signifioant lebilities dencminated in fomign currencies.

Iv. Fair values of financial aseets ard finanoial lisbilities
Alt financial assets 2nd financias liabilities Included in the statemerd of finencial position are camied gt amounts that approxlmate fair value,

The table below analyees financiel sesets measured af fair value &t the and of the reporting period, by the level in the fair viaiue hisrarchy into wiich the tals vaive
measurement s oategorised.

Definition of the fair value hietarchy

Level 1: Valuation based on quoted market prices (unadjusted) in an active market.
Level 2: Valuatioh techiniques based on observable market data, either direclty (es prices) or indirectly ¢defived from prices).
Leve! 3: Valuation technigues not basecd on obsarvable market date.

Level 1 Lavel 2 Level3 - Total

© $000 $000 $000 $000
30 Sune 2016 ‘ .
Cash and Cash Equivalents - 8,525 - 2,626
Investments . : . 481,502 - 481,502
Total . . 400,117 - 490,117

Lovel i Lavel 2 Level 3 Total

5000 $000 000 $000

80 .Juna 2067 . .
Cash and Cash Equivelents . - 5,888 - 6,888
lrvBstments ) . £16,110 - §18,110
Total ‘ ‘ - - 522,908 - 522,908




THE SOUTHERN CROSS MEDICAL CARE SOCIETY

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2018
4 NET CLAIMS EXPENSE

The net Clakms expente rapresents payiments made on claims and the movemarts in the provisions 1o cutstanding ohaims and unexpired risk. Details of prooesses
and assumptions used In calculeting the provisions are discuesed in Mote 2.

2018 2017

000 $000

Claitne incurred relativg to risie borme in cusrerit financial year 900,610 835,243
Claims incutred releting to risks borms in previous financial years T 8508 1,40
Moverent in provision for claime handiing costs ' @51} {142)
Movemsnt in risk margin {704) 528
Net claims incumred 901,950 828,031
Movament in provision for unegired risk 4,880 2285
Totai 906540 830,326

& IKVESTMENTS
Investrments ase recognised on the date they ars originated and de-necognised on the date of matisity of sale of an inveetment,

The Group designates ite investmerts as “financial assels at fair value through profit or loss” at inception. Changes in fair value are recognised in the statement of
comprenansive incorme. The oredit qualily, contractual maturities, categorisation of Invastment types and fair value hierarchies of invastmenls are desofibad in Note 3.

As the intention le for non unit trust irvesimarnts te be held to maturity, and then rainvested, only the net purshased or matured amounts are diaciosed (n the statement
of cash flows.

2018 017

$000 %000
Local ettty bonds 2,042 8,567
Other bonds 8,273 28,304
Bank deposits 181,298 176,392
Commerciat paper 2984 -
Floating mis notes 80,272 143,133
Unit trusts - globel bonds 06,346 81,579
Unit trusts - giobal eguities 49,473 56,840
Unit trusts - giobal resl sxiste ' 25,656 19,895
Unit trusts - gabel listed Infrastructure 24,781 -
Total : 421,_592 516,110

& PREMIUM AND OTHER RECEIVABLES

Groes eamed premiums from insurance contracts sre recoghised svanly over the curnent billing pefiod of the contract, which is coneidered to be in line with the
pattern of the incikence of risk. Revenue is necognised on the date from which the policy ia effective.

Premium and cther recaivables are stated at their cost [ese any impairment losses. Impalmnent losses for uncollectible premiums are wiitten off agalnst promium
revenua inthe year in which they are incurred. Premium and other receivables ore classified as "loans and recsivablas”.

2018 2047
Premium receivabie ' 78,238 70,283
Other receivables 10,474 8,930
Total ] 88,742 79,183

Pramium and other racelvables are currert assets. The fair valuas of pramium and othar recetvables approximate the camying amourts.
7 NET IIVES'IMENI_' AND OTHER INGCOME

Interest iIncome is recognised using the effective irterest rate method.

Fair valug gaine and losses on financial assets at fair value through profit or Iose are recogrised through the statement of comprehensive income in the period in
which they ariee.

Faes and ather income ara recognised on an accrual basis.

2018 - 2om7

5000 $000

interest income 8,500 14,330
Net gmins or investmants af fair vaiue through profit or loss 8,756 7,963
hetinvestment income 19,256 2332
Fee and othes income 4,340 2,734
Net investment and other incormns ] . 25 558 25 DA6
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THE SOUTHERN CROSS MEDICAL CARE SOCIETY

NOTES TO THE FINANCIAL STATEMENTS {continued)

for the year ended 30 Jjure 2018
8§ OPERATING EXPENBES
2018 2017
$000 $000
Qperating axpehzies consist of
Policy acquisition 8,508 8,435
Policy aciministration - 45,000 43,841
Cleims administration ) 10,628 10,677
Other operating expenaes 52 958 49,002

Teial 118,064 112,015

Oiher aparating expenses cansist of expsnses incumed for informetion tachnslogy, human resources, occupancy, governancs, finance, actuarial, managemert, ’
dapreciation and amortisation.

Opsrating expenses Include

Auditor's remureration; .
- gudit of financial staternents 178 170
- review of interim financial statements 45 45
= review of solvenicy reluns .1 45
— agreed upon procedunes 3 -
Deprecietion 3,865 3,002
Amortisation 8,589 724
Impairent loss on intangible asssts 168 653
Emploves benefits expense 55,601 51,536

Rernial of premises 5,605 5,354

9 CASHAND CASH EQUIVALENTS

Cash and cesh equivalents comprise cash on hand and curent acccmt balances fn bank accounts. Ca2sh and cash equivalents are classFied as “firancial assets at
fair value through profit or Iose®,

10 PROPERTY AND RQUIPMENT AND NTANGIBLE ASSETS
Property and equipment and intangible assets are measuned at cost, less accumulated dapreétaﬁon or emortisation and impairment iosses.

For computer software developmert, cosfs incurred in researching and evaluating a project up to the point of formal commitment 1o a project are treatad ag research
costs and are sxpensed as incurmed.

Capital experditure on all projects is inftiatly recorded as wark in progress. On completion: of the prajact the asset s tranefeved to the eppropriste ssest categary.
Work in progress is not depreciatad or amontised.

Depreciation and amoriisation are racognised on a straight-line basis to allocate the aesets' cosls, net of any residual amounts, over their usetd fives. The assels’
useful ives are reviewed and adjusted if appropriate at each balance dale. An asset's carrying amount is wiitien down to its recoverable amourt if it is consldered
that the carrying amount (& grester than ite recoverable smount. The recoverable amourt ie the highar of an asset's faif value fess costs to salf and value inuse.

DepreciMiorvamortisation rates are:

« Compuler equipment 26% - 33% per anfim
s (Otherfixed esasts 15% - 20% per annum
o Leasshold improvernents 10% - 46% per annum
« Computer software 14% - 33% par anhum

. Property and equipment 2nd Intangitée aseets are Pon-curment assets. Othar fixed assets include moter vehicles ang office equipment.

11



THE SOUTHERN CROSE MEDICAL CARE SOCIETY

NOTES TO THE FINANCIAL STATEMENTS (caontinued)
for the year ended 30 June 2018

10 PROPERTY AND EQUIPMENT AND INTANGIBLE ASSETS (continued)

Computer  Other fixed Leasehold Work In
8} Proparty ahd equipment squipment assets Improvements  plogfess Totad
$000 5000 $000 000 $000
As 3t 20 Sune 2018 :
Cost 17,764 3,883 11,060 30 32,746
Accumidated depreciation {11,406) {3.235) (6,334 - {21,065)
8,268 648 4726 39 11,651
As ot 30 June 2017
Cost 14917 3,739 10,679 743 20,078
Accurmusated depreciation (10,261) (2,693} (5,387) - {18,531}
4,886 846 6,282 743 11,547
r Work in
b nangse At oy o
$000 $000 $000
As at 30 June 2018
Cost 65,197 4872 70,080
Accurmulated amortisation and impairment (34,258) - £34,260)
30941 4872 3BH13
As ot 30 June 2017
Cost 40,713 2374 62,087
Accurmudated amertiseiion and impairment (27,182 - (27,182}
‘ 22534 2374 24 305

11 TAXATION

The Sooclety is exempt from income t2x dua to lis status ap a friendly society. w. the subsidiasies are subject i¢ income tax.

Tax expenes comprisss currertt and defemed tax, calculated using the tax rate enacted or subsiantively enacted at balance date end any adjustments to tax payable in
raspect of prior years. Defarred tex expense I8 recogniced In respact of temporary differences between the canmying amousts of aseets and liabilities In the Ananciat
stataments and the amounts usad for taxation purposes. A deferred tax ssaet is recognised only to the extent it is probabis i wili be utiiisad.

The aggregate amount of temporary differences arieing in the subsidiaties for which @ defernad tax asset has not been recognised is $1,000 (30 June 2017 $5,000).
The Greup hae unrecognised tax losses camied forward of $33,760,000 at 30 June 2018 (30 June 2017 $32,629,000).

12 EMPLOYEE BENEFITS

Employes benefis.
Employee benefitz represent the cument obligations to employees in respect of outetanding salgries, loava entitemente and other short term berefita.

The Group's net obligation in respect of lonyg service leave is the emount of futune beneffts that employees have eamed in return for Helr service in curent and prior
penods. The firancit value of the obligation i calculated based on estimated fulure cash flows and is disoounted ta s present value, with considaration gveh to
historical data with respect to empicyee departures, periods of service and estimated future increases In wage and selary rates. The discount rate is the market yieid
rate on relevant New Zealand Governmenrit stock et the end of the reporting parod.

Post empioyment benefits .
The Group's obiigation for post employment benefits comprises post retiiement health insurance benefits. The financlal value of the obligation is calculated as the
presert valus of astimated fulure cash flows. In delsrmining future cash flows, considerstion is given to future increases in health insuranes pramiums and historical

data with respect k employee deparures, periods of setvice and mortality rates. The discourt rate is the market yieid rate on relevant New Zealand Goverrment
stock at the end of the reporting periad.

The Group's employes benefits fiabilty for the curment year was $5.84 million (2017 $5.00 million). Post employment benefite liability was $1.64 million (2097 $1.62
miilior).

12




THE SOUTHERN CROSS MEDICAL CARE SOCIETY

NOTES TO THE FINANCIAL STATEMENTS (contiuad)
for the year sncled 30 June 2018

" 13 RRLATED PARTIES

L Kentity and relationship of related parties:

o The Southermn Cross Medical Care Society ("Society”) Parent

« Southem Croes HeaRh Services Limited {"Health Services”) : 100% subsldinry of Society

« Southern Croes tnaurance Services Limited (insurance Seivices®) 100% eubsidiary of Sockety

« Souther Crose Heathcare Limnited (non-rading) 100% subsidiary of Sovlety

o Southern Croes Health Trust ("Trst") Related pariy of Society

¢ Southem Cross Benefite Limited ('Bensfits”) 100% subsidiary of Trust

« Southem Cross Hospltals Limited Hospitals®) 100% subsidiary of Trust

+ Southern Cross Primary Care Limited (*Primary Care”) 100% subsidiary of Trus!

« Dirsctors of The Bouthemn Cross Medical Care Soclety Certain Direciors are Trustees of Trust

The Society and s subsidlaries, and the Trust and #c subsidiaries, have 30 June s the balance date.

The Sociely and the Trust are separate legal ertities oparating at “arm's length®. All entities provice their normal services 1o ather group entities on nomial commercial
terms. Some godds and services ars purchased by the Group and otnerrumd parties on & combined basis. These coste are on-charged to the other velated panies
at cost

All related party belances are payabie on normal trading terme and unsecured. No refated perty transactions have taken place at Ril or nominal value. No related pany
balances have besrywritten off or forgiven during the year (30 June 2017 Nil).

2018 2017
$000 $000
Tha amount of transactions with athar refated parties . )
© Sale of services 5,639 4722
Purshase of services 1,860 2,380
The oulstanding batancas with other relsted paries
Receivables _ 505 265
Payablas ' . 262

The Society contracts heafihcare services oh behall of its members from all providers, including Hospitale, on 2 contestzble and sontractual basis, whlah are not
Included in the tabie above, as these are services pald oh behalf of members.
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THE SOUTHERN CROSS MEDICAL CARE SOCIETY

HOTES TO THE FINANCIAL STATEMENTS (continuad)
for the year ended 30 June 2018

42 RELATED PARTIES {continued)
b. Remunacstion of Dirsctors

Actual directors’ remunersation paid by the Society for the year ended 30 June 2018 were as follows:

investment Remunsration  Nominstions

Total

Andi & Risk
Director Boardfees Committee  Committes Committee  Conunitbee  remunesation
Amoum ¥ Amount § Amount § Amount $ Amount $ Amount $
C M Drayton 56,500 3,000 - 2,750 1,000 83,250
GWGent! 415,000 - - - - 113,000
Chate Chair ? Chair
G RW France 56,500 - 5,000 2,000 - 62,500
Chair
E M Hickey 58,500 6,000 2.500 - - 65,000
Chair
J M Raue 56,500 - 2500 - 59000
Chair *
¥ B Taylor 56,500 3,000 . . 1,000 60,500
P Leightiey 56,500 - . - - 56,500
452,000 12,000 7,600 7,250 2,000 480,750
The annual fee pool limit of $§499,800 was approved by Soclety members at the Annual Geners] Meeting in Dsosmber 2017,
1 G W Gent did net receive any fees for being a member of the AUt and Risk, Investmend, Remunerstion or Nominations Comittees
2 Was Chalr for the first thres quarters of the yeas
3 Wwas Chair for the last quarter of the year
Actusl directors’ remuneration peid by the Soclely for the year ended 30 June 2017 were ag oliows:
Audit 3 Risk  Iwastment Ramuneration  Nominations Total
Diractor Boardfees  Caommiitea Commities Commitiee  Commifiss remuneration
Amount § Amount $ Amount § Amount $ Amount $ Amount §
Dr O Baird - retired 1 December 2016 23018 - . 837 . 23,853
< M Drayton 665,000 2,500 - - 2,000 £85,500
aW Gert ' 110,000 - - - - 110,000
Chadr Chair Chalr
GRW France 56,000 - 5,000 2,000 - 62,000
Chair
E M Hicley 56,000 5,000 2,500 - - 62,500
Chair 7 oo
J M Raue 55,000 - - 2,000 - &7,000
K B Taylor 55,000 2,500 1,250 - 2,000 0,750
P Leightiey - appointed 1 Dacember 2018 31,984 - - - - 31,984
‘440,000 10,000 8,750 4,837 4000 487 587

. Tha anruai fee pool imit of $476,000 was approved by Socisty rnambers at the Annual General Mecting in Dessmber 2014,
1 (W Gent did not receive any Tess for belng a member of the Audit and Risk, investment, Remuneration or Nomimations Comiitees.

A friendly scciefy has trustees 1o hold it assete. The frustees for the year were E ¥ Hickey, G W Gent and G R W France andthey dici not Teceive ary fess for this.

The Socisty provides trustees and directors with dieotors' and officers* Eability ineurance cover, for lisbilities to other parties that may arise from their positions as
trustess and directors. Other operaling expenses in telation to govemance are met by the Society. The Saciety does not provide iosns or advances 1o directors or

tnmeaa

Where directors of the Society are alto directuts of the Society's subsiciaries, they f-: not recelve any foes for these appointments.



THE SOUTHERN CROSS MEDICAL CARE SOCIETY

NOTES TO THE FINANCIAL STATEMENTS {continuad)
for the year ended 30 Juns 2048

12 RELATED PARTIES (continued)
¢. Remuneration of key raanagsment pursonnel

Key managemant personned include the Chief Executive and senior executives. The Socisty does not provide loars or advances i key managemedt personnel. At
each reporting date, here are amounts outstanding to key menagement personnel comprislng eaisries, camed (esve and shatt temm incentives. -

2018 2007

. $000 $000

Salaries and other short-tern benefits 3148 3503
Post-employment benefits . 77 74

Leng-temn employae benafits 58 49
14 EMPLOYEE REMUNERATICN )

The following tabie discloses the number of employees and former employees of the soclety, who received remuneration and other aliowances during the finansial
yesr. Remuneraticn represents actual payments rmade during the financiel year and includes base saiary, bonuses, nedundency and tetimation payments.

2018
<100,000 638
100,001 - 110,000 33
110,061 - 120,000 : 15
120,001 - 130,000 16
130,004 - 140,000 15
140,001 - 150,000 "
150,001 « 160,000 ' 8
180,001 - 170,000 7
170,00¢% . 180,000 4
180,001 - 190,000 1
490,001 - 200,000 5
200,001 -~ 210,000 1
230,001 - 240,000 2
240,001 - 280,000 1
260,001 - 270,000 1
280,001 - 260,000 2
300,001 - 310,000 1
310,001 - 320,000 1
320,001 - 330,000 1
780,001 - 790,000 1
Total 764
Headcount as at balance date 853
18 LEASE AND CAPITAL COMMITMENTS
4} Opsrating lsase commitments
Leases are definad as an operating lease whera they do not trianefer substantially all the risks and rewards incidental to ownership.
Paymenis made undar opersting leases are recognised in the statement of comprehensive froome on a straight-line bagis over the term of the lease. Any
inducernent peymerts received as part of 2n cparating feasas agreamant are defamred and recognised on & straighé-iina basis over the term of the laase.
Future mirimurm lease paymants undar non-canoeliable oparating issses are as follows:
2018 2017
) $000 $000
Within 1 year 5,875 . B7es
Betwesn 1 and 2 years ] 5,05¢ - 5618
Betwesn 2 and S yeara . 14,778 18,196
Greater than § years 22 3762
Total 26,234 31,342

The major components of the oparating lesse corimitments ars the isases for the Auckiar and Hamilton office premises.

b) Capital Commitments

The Group hadmp!tal mmmmmnf 32,005,000 at 30 June 2018 (2017: $1 ,042,000),

40 CONTINGENT LIABILITIE®

The Group had ne contingent fabilities at 30 June 2018 (2017; Nil).

17 SUB3EQUENT EVENTS

On 3% Auguat 2018, the Board appreved management to finzlise commercial negotiations to anler into a leas# of new premises i Aucidand. The disolosures in Note

1 and Note 16 have been prepared on the basie of the cdsting lease agreement inforea ag at 3C June 2018 and do not tels into consideration the financial Impact of
the new leass, noting the new leass has not yat been exsctied. The impect of this lease on the disciosures in Note 1 and Nole 15 may be matetial for the Group,
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khinl
ndependent Auditor's Repor

To the members of The Southern Cross Medical Care Society

Report on the consolidated financial statements

Opinion

== Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (New Zealand) ("1SAs (NZ}“). We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinicn

We are independent of the Group 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 (the “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
consolidated financial statements section of our report

Our firm has also provided other services to the Group in relation to the review of insurer solvency returns, review
of interim financial statements, and an agreed upon procedure engagement. Subject to certain restrictions,
partners and employees of our firm may also deal with the Group on normal terms within the ordinary course of
trading activities of the business of the Group. These matters have not impaired our independence as auditor of
the Group. The firm has no other relationship with, or interest in, the Group.

shap and a member firm of the
srniational Conperativa ("KPMG




i é Other information

The directors, on behalf of the Group, ere responsible for the othér information included in the Group's
* consolidated financial statements, Other information includes the appointed actuary’s report issued under section
78 of the Insurance {Prudential Supervision) Act 2010. Qur opinion on the consolidated financial statements does
not cover any other information and we do not express any form of assurance conclusion thereon.

In cannection with our audit of the consolidated financial statements our respongibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
consolidated financial stetements or our knowledge obtained in the audit or otherwise appears matarially
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 {0 report in this regard.

&l Use of this independent auditor’s report

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

R Responsibilities of the directors for the Consolidated Financial
Statements
The directars, oh behalf of the Group, are responsible for:

— the preparation and fair presentation of the consolidated financial statements in accordance with generally
acceptad accounting practice in New Zealand {being New Zealand Equivalents to Internatichal Financisl
Reporting Standards) and Intemational Financial Reporting Standards;

— implementing necessary internal control to enable the preparstion of a consolidated set of financial statements
that is fairly presented and free from material misstatement, whether due to fraud or error; and

~= assessing the ability to centinue as a going concem. This includas disclosing, as applicable, matters related ta
going concern and using the going concemn basis of accounting unless they either intend to liquidate or to
cease operations, or have no reallstic alternative but 10 do so.

5& Auditor’s responsibilities for the audit of the consolidated financial
~ statements |
Our objective is:

— 10 obtain reasonable assurance about whether the consolidated financial statements as a whole are fres from
material misstatement, whather due to fraud or ewror; and

— 10 issue an independent auditor's report that includes dur opinion.

Reasonable assurance is a high level of assurance, but is not a guarantae that an audit conducted in accordance
with ISAs NZ will slways detect a material misstatement whan it exists. .
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Misstaternents can arise from fraud or error. They are considered material if, individually or in the aggregate, they
couid reasonably be expectad to influence the economic decisions of users taken on the basis of these
consolidated financial statements.

A further description of our responsibilities for the audit of these consolidated financial stetoments is located at
the External Reporting Board ({RB) website at:

http:/fwww.xrb.govt.nz/standards-for-assurance-practitioners/auditors-responsibilities/audit+eport-5/
This description farms part of our independent audiior's report.

The engagement partner on the audit resuiting in this indspendent auditor's report is Kay Baldock.
For and on behalf of |

KPM&

KPMG
Auckland

5 September 2018
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tinity

Actuarial ar& insurance Consultants

3 September 2018

The Directors
Southern Cross Medical Care Society
Auckland

Dear Directors

Review of Actuarial Information Contained in Financial
Statements as at 30 June 2018

Finity Consulting Pty Limited (Finity) has been asked by Southern Cross Medical Care Society (the
Society) to carry out a review of the 30 June 2018 Actuarial Information contained in the financial
statements and used in their preparation and to provide an opinion as to the appropriateness of this
information. John Smeed is an employee of Finity and is the Appointed Actuary to the Society. Finity
has no relationship with the Society apart from being a provider of actuanal services.

The Society's policy is to seek and adopt the advice of the Appointed Actuary in respect of the
Actuarial Information contained in its financial statements. We confirm that the financial statements as
at 30 June 2018 have been prepared in accordance with this policy, and as such this satisfies the
requirements of the Insurance (Prudential Supervision) Act 2010,

Having carried out the Actuarial Review, nothing has come to our attention that would lead us to
believe that the Actuarial information used in the financial statements or their preparation, or the
determination of the scolvency position for the Society as at 30 June 2018 is inappropriate. No
limitations were placed on us in performing our review and all data and information requested was
provided.

In our opinion the Society has maintained a solvency margin in excess of the minimum required as at
the balance date.

This report is being provided for the sole use of the Society for the purpose stated above. It is not
intended, nor necessarily suitable, for any other purpose and should only be relied on for the purpose

for which it is infended.

Yours sincerely

%
John Smeed Matthew Clere
Appointed Actuary
Fellow of the New Zealand Society of Actuaries Associate of the New Zealand

Society of Actuaries

Sydney Metbourne Auckiand

Tel «612 8252 3300 Tet +681 3 8080 0900 Tel +64 & 306 7700

Level 7, 68 Harrington Streot Level 3. 30 Collins Street Level b, 79 Queen Sireet

The Rocks, NSW 2000 Melourne, VIC 30Q0 Auckland 1010

Finity Consulting Pty Limited . ABN 8311470 270 fratyoabue.s | ohoopiennehe i oG g




