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SELACS INSURANCE LIMITED
DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2013

Results
The year's operation after providing for taxation resulted in a net profit of $641,105 (2012
$580,699).

Dividends
No dividend was paid in respect of the year ended 31 December 2013 (2012 $nil).

Use of Company Information by Directors .

No notices were received from Directors pursuant to section 145 of the Companies Act 1993 fo
use Company information, received in their capacity as Directors, which would otherwise not
have been available to them.

Directors’ Indemnity and Insurance

The Company has arranged, as provided for under its Constitution, policies of Directors and
Officers Liability Insurance which, with a Deed of Indemnity, entered into with all Directors,
ensures that to the extent permitted by [aw, Directors will incur no monetary loss as a result of
actions undertaken by them as Directors. Certain actions are specifically excluded, for example,
the incurring of penalties and fines, which may be imposed in respact of breaches of the law.

Disclosures of Interests by Directors
There have been no transactions in which Diractors have had an interest.

Auditor

The Auditor, Deloitte, continues in office in accordance with Section 200 of the Companies Act
1993,

General
There has been no change in the main activities of the Company during the year.

The sharehoider has resolved that the information required by section 211(1)(a) and (e) to(j) of
the Companies Act 1993 need not be disclosed.

The Directors consider the state of the Company’s affairs to be satisfactory.

For and on behalf of the Board of Directors

Sb I

Director
5 May 2014




SELACS INSURANCE LIMITED
DIRECTORS' RESPONSBIBILITY STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2013

Tha Directars are pleased to present the financial statements of Selacs Insuranca Limited for the year ended 31 December 2013 on
pages 4 o 16.

The Directors are responsible for the preparation, in accordance with New Zealand law and generally accepted accounting practica,
of financial stalements which give a true and fair view of the financia position of Selacs Insuranca Limited as at 31 December 2013
and tha results of its operations for the yaar ended 31 December 2013.

The Directors consider that the financlal statements of the Company have been prepared using accounting policles appropriate to the
Company circumstances, consistently applied and supported by reasonable and prudent judgments and estimates, and that all
applicable New Zealand Equivalents to International Financial Reporiing Standards have baen followed.

The Diractors have responsibility for the maintenancs of a system of internal contro! designed fo provide reasonable assurance as to
the integrity and reliability of financia! reporting. The Directors consider that adequate steps have been taken to safeguard the asssts
of the Company and to prevent and detecl fraud and other irregularities.

This Annual Report Ie dated 5 May 2014 and Is signed in accordance with a resolution of the Directors made pursuant to seckion 211
of the Companles Act 1993.

For and on behalf of the Directors

- 5.l

A J Bgrland 8 B Kennelly
Diregpr Director



SELACS INSURANCE LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2013

NOTE 31 December 31 December
2013 2012
NZ$ NZ$
Premium income 2,014,313 2,752,823
Outward reinsurance expense (2,118,302) {2,029,491)
Net premium income 798,011 723,332
Claims expense 7 23,029 316,606
Net claims incurred 23,029 316,606
Commission income 144,380 113,858
Management fee expense (48,000) (48,000)
Net underwriting profit 869,362 472,584
Interest income ‘ 169,594 167,216
Audit fee to auditor for the audit of financial statements (5,000) (5,000)
Audit fee to auditor for the audit of RBNZ solvency return {10,000) -
Interest expenses {37,428) (72,399)
Other expenses {6,527) (46,866)
PROFIT BEFORE INCOME TAX EXPENSE 980,001 515,535
Income tax expense {credif) 2 338,896 (65,164)
PROFIT FOR THE YEAR 641,105 580,699
OTHER COMPREHENSIVE INCOME - -
TOTAL COMPREHENSIVE INCOME 641,105 580,699

The notes to the financial statements on pages 8 to 16 form part of and should be read in conjunction with this
statement.




SELACS INSURANCE LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2013

Ralance at 1 January 2012

Profit for the year
Other comprehensive income for the year
Total comprehensive income for the year

Balance at 31 December 2012

Profit for the year
Other comprehensive income for the year
Total comprehensive income for the year

Balance at 31 December 2013

The notes to the financial statements on pages 8 to 16 form part of and shouid be read in conjunction with this statement.
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Note

Retalned
Share Capital  Earnings Total
NZ$ NZ$ NZ§
1,600,000 1,579,906 3,179,998
- 580,689 580,609
: 580.699- 580,599-!
1,600,000 2,180,685 3,760,695
- 641,106 641,105
: 641 ,105- 6411 [15-
1,600,000 2,801,800 4,401,800




SELACS INSURANCE LIMITED
STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2013

EQUITY

Share capital
Retained earnings
TOTAL EQUITY

Represented By:

CURRENT ASSETS

Cash at bank

Receivables and accruals
Other financial assets
Prepaymants

TOTAL CURRENT ASSETS

NON- CURRENT ASSETS
Other financial assets

Deferred tax asset
TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES

Bank overdraft (secured)
Claims and other payables
Current tax payable

Short term borrowings

TOTAL CURRENT LIABILITIES

NET ASSETS

The notes to the financial statements on pages 8 to 16 form

statement.
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NOTE 2013 2012
NZ$ NZ$
3 1,600,000 1,600,000
4 2,801,800 2,160,605
4,401,800 3,760,695
- 314,726
5 2,873 6,856
6 - 502,044
1,058,226 1,094,323
1,059,099 1,817,949
] 4,012,180 3,582,443
2 - 65,081
4,012,180 3,647,524
5,071,279 5,565,473
362,885 -
7 33,029 887,682
2 273,815 -
8 - 917,096
669,479 1,804,778
4,401,800 3,760,885

part of and should be read in conjunction with this




SELACS INSURANCE LIMITED
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2013

NOTE 2013 2012
NZ$ NZ$
CASH FLOWS FROM OPERATING ACTIVITIES
Cash was provided from:
Receipts from customers 3,055,820 2,866,681
interast received 183,722 174,197

3,249,542 3,040,878
Cash was disbursed fo:

Interest paid - 109,827
Claims paid 871,606 -
Payments fo suppliers 75,803 88,790
Reinsurance premiums paid 2,117,633 2,085,445
3,084,842 2,264,062
NET CASH GENERATED BY OPERATING ACTIVITIES 10 184,700 776,816
CASH FLOWS FROM INVESTING ACTIVITIES
Cash was provided from:
Zale of New Zealand Government Stock 1,021,520 -
Cash was applied fo:
Advances to Scales Corporation Limited 429,737 3,582,443
Purchase of New Zealand Government Stock 536,748 -
066,485 3,582,443
NET CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES 55,035 (3,582,443)
CASH FLOWS FROM FINANCING AGTIVITIES
Cash was provided from:
Proceeds from borrowings - 017,098
- 217,098
Cash was applied to:
Borrowings repaid 917,086 772,751
817,086 772 7514
NET CASH PROVIDED BY FINANGCING ACTIVITIES {917,096) 144,345
NET (DECREASE) IN NET CASH (877,381) (2,661,282)
Cash and cash equivalents at the beginning of the year 314,726 2,976,008
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR (362,635) 314,726
Represented by:
{Bank overdraft) / cash at bank {362 635) 314,726

The notes to the financlal statements on pages 8 to 16 form part of and should be read in conjunction with this
slatement.




SELACS INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2013

1

SUMMARY OF ACCOUNTING POLICIES

Statement of Compliance

Selacs Insurance Limited (the Company) is a profit-oriented company incorporated in New Zealand and
registered under the Companies Act 1993. The principal activity of the Company Is as a captive insurance
company. The Company Is a reporting entity for the purposes of the Financial Reporting Act 1993 and its
finencial statements comply with the Financial Reporting Act 1993, :

The financial statements have been prepared in accordance with Generally Accepted Accounting Practice in
New Zealand (NZ GAAP). They comply with the New Zealand Equivalents to International Financial Reporting
Standards (NZ IFRS) and other applicable financial reporting standards as appropriate for profit-oriented
entities,

The financial statements comply with International Financial Reporting Standards (IFRS).

Basls of Financial Statement Preparation
The financial statements are presented in New Zealand doflars being the functional currency.

The financial statements have been prepared on the historical cost basis except for certain financial
instruments that are valued at fair value. Accounting policies are selected and applied in & manner which
ensures that the resulting financial information satisfies the concepts of relevance and reliability, thereby
ensuring that the substance of the underlying transactions ar other events is reported,

Cost is based on the fair value of the consideration glven in exchange for assets.

Fair value is the price that would be recelved to sell an assst or paid to transfer a fiabllity in an orderly
transaction between market participants at the measurement date, regardiess of whether that price is directly
observable or estimated using another valuation tachnigue. In estimating the fair value of an asset or liabifity,
the Company takes info account the characteristics of the asset or liability if market participants would take
those charactetistics into account when pricing the asset or liability at the measurement date. Fair value for
measurement and/or disclosure purposes in these financial statements is determined on such a basis.

In addition, for financial reperting purposes, fair value measurements are categorised inta level 1, 2 or 3 based
on the degrea to which the inputs to the fair value measurements are obsevable and the significance of the
inputs fo the fair value measurements in its entirety, which are described as follows:

Level 1 inputs are quoted prices in active markets for identical assets or liabilities that the entity can access at
the measurement date.

Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the asset or
liability, either directly or indirsctly; and

Level 3 inputs are unobservable inputs for the asset or liability.

The accounting policies set out below have been applied in preparing these financlal statements for the year
ended 31 December 2013 and the comparative information prasented in these financial statements for the year
ended 31 Decembar 2012.

Accounting Judgements and Major Sources of Estimation Uncertainty

In the application of the Company's accounting poiicies, the directors are required to make judgements,
estimates and assumptions about the carrying amounts of assets and lizkilities, that are not readily apparent
from other sources. The estimates and associated assumptions have been basad on historical experience and
other factors that are beliaved to be reasonable under the circumstances. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed on an angoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that period or
in the period of the revision and future periods If the revision affects both current and future periods.

8 K




SELACS INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2313

1

(a)

(b)

()

{d)

()

()

SUMMARY OF ACCOUNTING POLICIES

Accounting Judgements and Major Sources of Estimation Uncertalnty (continued)

The carrying values of receivables and accruals (note 5), financial assets (note 6) and claims and other
payables (note 7) are determined in accordance with the applicable policies set out below.

Summary of Significant Accounting Policies

The following signlificant accounting policies have been adopted in the preparation and presentation of the
financial statements:

Goods and Services Tax

Revenues, expenses, assets and liabilities are recognised net of the amount of goods and services tax (GST),
except for receivables and payables which are recognised inclusive of GST. The GST components of cash
flows arising from investing and financing activities which are recoverable from or payable to the taxation
authority is classified as operating cash flows and shown net in the statement of cash flows.

Revenue Recognition

Premium lncome

Premium income is recognised by refarance to the pattern of risk and the proportion of the policy period
covered by the premium that is completed at balance date. The adequacy of the uneamed premium liability is
assessed by considering the current estimates of the present value of the expected cash flows relating to
future claims arising from the rights and cbligations under current insurance contracts agalnst the unearnad
premium liability.

{nterest
Interest revenue is accrued on a time basis using the effective interest method.

Commission
Commission income is recognised as revenue when the Company's right to recelve paymesnt becomes
unconditional.

Outwards Relnsurance

Premiums ceded to reinsurers are recognised as an expense in accordance with the incfdence of risk and
pattern of reinsurance service received.

Cliaims Expense and Qutstanding Claims

Claims paid are freated as an expense. Provision is made for the estimated cost of all claims natified but not
setlled at balence date and claims Incurred but not yet reported, based on past experience and any changes in
circumstancas such as recent catastrophic events, that may affect the pattern of unreported claims.

Finance Costs

Bomowing costs consist of interest and other costs incurred in connection with the borrowing of funds. Interest
expense s accrued on & time basis using the effective Inferest method.

All borrowing costs are recognised in profit or logs in the period in which they are incurred.
Reinsurance and Other Recoveries Receivable

Reinsurance and other recoveries receivable on pald claims, reported claims not yet paid and claims incurred
but not reported are assessed in a manner similar to the assessment of ouistanding ciaims.




SELACS INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2013

1
{g)

(h)

SUMMARY OF ACCOUNTING PQLICIES
Income tax
Income tax expense In refation to the profit for the year comprises current tax and deferred tax.

Current Tax

Current tax is based on taxable profit for the reporting period. Taxable profit differs from profit as reported in
the statement of comprehensive income because it excludes items of Income or expense that are taxable or
deductible in other periods and it further excludes items that are never taxable or deductible. Current tax is
calculated using tax rates and tax laws that have been enacted or substantively enacted by the end of the
reporfing period. Current fax for current and prior periods is recognised as a liability (or asset) to the extent
that it is unpaid (or refundable).

Deferred Tax

Deferred tax is recognised on differences between the carrying amount of assets and liabilities in the financial
statements and the corresponding tax bases used in the computations of taxable profit, and Is accounted for
using the balance sheet liability method.

Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax assets
are generally recognised for all deductible temperary differences to the extent that it Is probable that taxable
profits will be avaitable against which those deductible temporary differances or unused tax losses and tax
offsets can be ulilised. Such deferred tax assets and liabilities are not recognised If the temporary differences
arise from goodwill or from the Initial recognition (other than in a business combination) of other assets and
liabilities in a transaction that affects neither taxable income nor accounting profit.

The carrylng amount of deferred tax assets is reviewed at the end of each reporfing pariod and recuced fo tha

- extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the asset

to be recovered.

Deferred tax assets and liabillties are measured at the tax rates that are expected to apply to the peried in
which the assef ie realised or the liability is settled, based on the tax rates (and tax [aws) that have been
enacted or substantively enacted by the end of the reporting period. The measuremeant of deferred tax
linbilities and assets reflects the tax consequences that would follow from the manner in which the Company
expects, at the reporting date, to recover or setlle the carrying amount of its assets ang liabllities.

Deferred tax assets and liabillties are offset when there is a legally enforceable right to set-off current tax
assets and current tax liabifities and when they relate to income taxes levied by the same taxation authority and
the Cornpany intends to settle its current tax assets and liabilities on a net basis.

Current and Deferred Tax for the Year

Current tax and deferred tax are recognised as an expense ar income in profit or loss, except when they relate
to items recognised in other comprehensive income or directly in equity.

Financ¢lal Assets

Financial assets are classified into the following specified categories: financial assets ‘at falr value through
profit or loss' (FVTPL) and 'measured at amortised cost' .

The classification depends on the business model for managing the financial asset and the cash flow
characteristics of the financtal asset and Is determined at the time of initial recognition or when a change in the
business mode! ogccurs.

Financial Assets at fair vaiue through profit and loss

Financial assets are classified at fair value through profit or loss If they are not measured, or designated as, at
amortised cost. Gains and losses on a financial asset designated in this category are recognisad in profit or
{oss.

10 Eea




SELACS INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FCR THE YEAR ENDED 31 DECEMBER 2013

1
{h)

(i)

{0

(k)

SUMMARY OF ACCOUNTING POLICIES

Financial Assets {¢ontinued)

The fair value of certaln deposits and bonds held by the Company designated as being at fair value through
profit and loss are determined with reference to quoted market prices.

Financial assets measurad at amortised cost

The Group's financlal assets held in order to collect contractual cash flows that are solely payments of principal
and interest on the principal outstanding are measured at amortised cost. Cash and cash equivalents, trade
receivables and related party advances are classified in this category.

Impairment of financial assets

Financiai assets, other than those at FVTPL, are assessed for indicators of impairment at the end of each
reporting period. Financlal assets ara considered to be Impaired when there is objective evidence that, as a
result of events that occurred after the initial recognition of the financial asset, the estimated future cash flows
of the asset have been affected.

For financial assets carried at amortised cost, the amount of the impairment loss recognised in profit or loss is

the difference between the asset's carrying amount and the present value of estimated future cash flows,

discounted at the financial asset's origlnal effective interest rate.

Impairment of assets

At the end of each reporting period, the Company reviews the carrying amounts of its tangible assets to
determine whether there Is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any}.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use,
the esfimated future pre-tax cash flows are discounted to their present value using a pre-tax discount rate that
refiscts current market assessments of the ime value of money and the risks specific to the asset for which the
estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset is estimated to be less than its catrying amount, the carrying amount of
the assst is reducad to its recoverable amount. An impairment loss is recognised immediately in profit or loss.

Other payables

Cther payables are recognised when the Company becomes oblige¢ to make future payments resulting from
the purchase of goods and services. Payables are recognised at amortised cost.

Statement of Cash Flows

For the purposes of the statement of cash flows, cash and cash equivalents inciude cash at bank net of
outstanding bank overdrafts.

The following terms are used in the statement of cash flows:

Operating activities are the principal revenue producing activities of the Group and other activities that are not
investing or financing activities.

Investing activitles are the acquisition and disposa! of long-term assets and other investments not included in
cash equivalents.

Financing activitles are activities that result in changas in the size and composition of the contributed equity
and borrowings of the Company.




SELACS INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2013

1
)

BUMMARY OF ACCOUNTING POLICIES
Adoption of New and Revised Standards and Interpratations
Standards and Interpretations Effective In the Current Period

NZ IFRS 13 Fair Value Measurement

The Company has applied NZ IFRS 13 for the first time in the current year. NZ IFRS 13 establishes a single
source of guidance for fair value measurements and disclosures about fair value measurements. The fair value
measurement requiraments of IFRS 13 apply to both financial instrumant and non-financial instrument items for
which other IFR8's require or permit fair value measurements and disclosures about fair value measurements,
sxcept for share-based payment transactions (NZ IFRS 2 Share-based Payment), leasing transactions (NZ IAS
17 Leasing) and measurements that have some similarifies to fair value but are not fair value.

NZ IFRS 13 defines fair value as the price that would be recelved to sall an asset or paid to transfer a fizbility in
an orderly transaction in the principal (or most advantageous) market at the measurement date under current
market conditions. Fair value under NZ IFRS 13 Is an exit price regardless of whether that price is diractly
observable or estimated using another valuation technique. Also, NZ IFRS 13 includes extensive disclosure
requirements.

NZ IFRS 13 requires propective application from 1 January 2013. Specific transitional provisions were given
such that the Company is not required to apply the disclosure requirements set out in the Standard in
comparative information provided for periods before the initial application of the Standard. Accordingly, the
Company has not made any new disclosures required by NZ IFRS 13 for the 2012 comparative petiod. Other
than the additlonal disclosures, the applicetion of NZ IFRS 13 has not had any material impact on the amounts
recognised in the financial statements.

The adoption of other Standards, interpretations and Amendments that became effective in the current period
has not led to any material changes in the Company's accounting policies with measurement or recognition
impact on the periods presented in these financial statements.

Standards and Interpretations in Issue not yet Adopted

The Company has reviewed all Standards and Interpretations in issue not yet adopted and does not expect
these standards to have any material impact on the financial statements of the Company when adopted.

12




SELACS INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS.
FOR THE YEAR ENDED 31 DECEMBER 2013
31 December 31 Decomber

2013 2012
NZ$ NZ§
AXATION
(8} Incomme Tax Recognlised in Profit
Incoms tax expense comprises:
Current tax expense 273,815 -
Deferred tax expensa relating to the origination and reversal of temporary differences 55,081 {85,164)
Yotal Income tax expense (credit) recognised in profit 338896 (65.164)
The prima facle income tax expense on pre tax accounting profit recanclles to the incoms tax
expense Ir the financial statements as follows;
Peofit {loss) fram operations 980,001 515,635
ircome tax expense calculsted at 28% 274,400 144,350
Graup taxation loss offset - (165,524)
Under {ovar} provision of income {ax in previous year 84,496 {43,800}
338,886 (85, 184)
The tex rala uged In the above reconclliation is the corporate tex rate of 258% payable by New
2Zesland companies under New Zealand iax law.
(b) Current Tax Balances
Balanes st beginning of the vear - -
Taxation axpense 273,815 -
Balance ai end of the ysar 273,815 0
{Charged)
Opening Credited to Closing
(c) Deferred Tax Balances balance incoms balance
NZ$ NZ$ NzZ$
2013
Gross deferrad tax asset:
Trade and other payables 65,081 (65,081) 0
2012
Gross delerred tax asset:
Trade and other payables (83) 66,164 65,081
2013 2012
NZ$ NZ§
2. SHARE CAPITAL
1,800,000 ordinary shares 1,600,000 1,600,000
Changes to the Companies Act 1883 abclished the autharised capital and par value concept in
relation to share capital from 1 July 1984, Therefare the Compeny does not hava a limited amount of
authorised capital and issued shares do not have & par value.
All orctinary sharss are fully paid, have equal vating rights and share equelly In dividends and net
2ggate on winding up,
4. RETAINED EARNINGS
Balance ai baginning of the year 2,160,805 1,579,006
Profit for the year 841,105 580,699
Balance at and of the year 2,801,800 2 160,695
§. RECEIVARLES AND AGCRUALS
Interest accrued - 6,856
Other receivables 2,873 -
2,873 8,858
HER L ASSETS
Current assets:
Deslgnated as at fair value through profit and foss:
New Zealend Government Stock - Matured 15 Apri 2013 - 502,044
Non-current assets:
At amoriised cost;
Advance to Scales Gorporation Limited 4,012,180 3,582,443

4,012,480 4.084.487




SELACS INSURANCE LIMITED
NOTES TO THE FINANCIAL STATENENTS
FOR THE YEAR ENDED 31 DECEMBER 2013
31 Decembar 31 Decernber

2013 212
NZ§ NZ$
Z._CURRENT CLAIMS AND OTHER PAYABLES
Aceruals 10,000 16,076
Liabifity for outstanding claims:
Opening balance 871,608 566,000
Claims In year 23,029 316,608
Claims paid {871,806} -
Closing balance 23,020 871,608
33,029 8B7.682

The liabitity for cutstanding claims relaies to matarial damage and loss of profits claims resulting fram the Ghristchurch sarthquake, If a claim event
accurs the Group managing director is notified trrasdistely and an assesaor is appainted to determine the valus of the claim. Relnsurers are advised if
the claim i likaly to exceed the Company excess.

The liabiliy for cutstanding clalms is ststed at the actuat amounts clalmed by the refated company and agreed by the assessor. As a result no
adjustments are required in respect of risk margins, claims handling costs and discounting for ihe fime value of money.

The report by the conaulting sctuary, Peter Davies B.Bus.8¢., FIA, FNZSA, states that ha has no reason to doubt the ressonableness of the astimated
cos! of the outstanding claim based on his review of the data provided. The report did not include any qualifications.

The consulting actuary's caiculation of the Company's pesition under the Reserve Bank of New Zealand Solvency Standard for non-life Captives is
acual solvency capital of 34,401,800 compared with minimum Tequirad solvenoy capital of $1,185,225,

8. SHORT TERM BORROWINGS

Short ferm borrowings ware unsecured end carried at amorfised cot. The interesl rate was 4.74%.

5._RELAYED PARTY DISCL OSURES

The holding company Is Seales Holdings Limited which Is a wholly owned subeidiary of Seales Corporation Limited.
The ultimate halding company is Direct Capital Investrents Limited,
Osshreal Properties Limited (In Licuidation), Liquao Bulk Storage Limited, Meateor Foods Lirnited, Mr Apple New Zealand Limited, New Zealand Apple

Limited, Palareold Stores Limited, Scales Logistics Limited, Scalas Properly Development Limited, Silverstream Industrial Park Limited, Whakatu
Coldstores Limited and Whakata Property Management Limited are fellow subsidiaries of Scales Corporation Limited,

2013 202

NZ$ NZ$
Insurance premium income from companies within the Scales Corperation Limited Group. 2,914,313 2,762,823
Interest incoma raceived from Scales Corporation limitad 164,352 142,888
Insurance claims paid to companies within the Scales Corparation Limited Group. 871,606 -
Insurance claims payable to companies within the Scalss Carporation Limited Group. 23,029 871,606
Advance fo Scales Corporation Limited Inciuded in other financial assels 4,012,180 3,582,443
The advance to Scales Corperation Limited is repayable on demand, The interest rate is 4.5%.
The Biraglors, who are also the managing director and chief financial officsr of Scates Corporation:
Limited, are the key management perscnnel.
10. NET CASH GENERATED BY OPERATING ACTIVITIES
Reconciliation of profit for the period to net cash genarated by aperating activities:
Profit for the vear 641,105 580,680
Non-cash items:
Amariisation of prepayrents 17,272 8,172
Daferred tax 685,081 {65,164)
Changas in net assels and liabllites:
Recelvables and accruals 3,083 {1,191)
Other current assets 36,097 (73,382)
Claima and other payables {854,653) 327,682
Currant tax payable 273,815 -
Net cash generated by operating activities 184,700 776,816

N
Selacs Insurance Limited is a party to a registared Genara! Sacurity Deed and has granted a charge
over all of its assets to sacure the borrowings of the Scales Corporation Limited group of companies.
Based on the current financial performancs of the Group ihe likefihood of the guarantee being callad
Is very low. 60,000,000 69,450,000

12. CREDIT RATING

The Cempany does not have, has not asught and Is not required to have a credlt rating.

13. REINSURANCE

Selacs Insunance Limited has relngurance cover in the market of §100 million, in annual aggrepate, but retains rsks of up to $2.8 millien (2012: $2.875
million) per claim. There are no Unexpected catastrophe risks or adverse clalm numbers that would impact the Company since taporting date. Selacs
Insurence Limitsd has a credit risk with respect to the reinsurars, this risk is mitigated by choosing reinsurers with good financial strength.

14




SELACS INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2013

4, INSURANC CTS - MAN, ENT POLICIES AND P DURE
The Company was Issuad with a licence under the Insurance (Prudantial Supervision) Act 2010 on 31 July 2013,

The financial condition and operation of the company is affacted by a aumber of key risks including insurance risk, inlerast rate riak, market risk,
compliance risk and operatlonal rigk. The Company's palicies and procedures in respact of managing these risks are et out In thls nots,

Ohjectlves in managing risks arislng from insurance contracts and polleles for mitigating those risks
The Company has an objective te contral Insurance rigk thus minimising substantial unexpected losses that would expose the Company 1o an adverae
financial capltal loss.

The Board of the Company have developed, implemented and maintain policiss and pracedures, processes and controls that compriga its risk
management and control systems. These systems address all material risks, financial and non-financial, lkely to be faced by the Company. Annually,
the Board reviews thage strategles.

Kay aspects of the pracesses established to mitigate risks include:
The maintenance and usa of management information systems, which provide up to date, reliable data on the risks to which the business is
exposed at any point In time.
Models, using information frors the managemsnt information syatems, are used to caltulate premiums and monitor claims pattems. Past
experience is used as part of the process.
- Reinsurance is used ic limit the Company's exposure to large singls clalms and catastrophes.
The managsment of sssets and liabilifies is clesely monitored to aitempt to match the maturity dales of assets with the expected pattern of claim
patterns,
- Tha mix of assats in which we invest is driven by the nature and term of insurance,
- The diversification over separate geopgraphical areas (Canterbury, Hawke's Bay and Otago) sesks to reduce variability in loss experience.

Interest Rate Risk

Tha avarage interest rate eamed from the advance to Scales Carporation Limifed and New Zealand Government Stock during the vear wes 4.2% (2012:
4.71%). Nona of the other financial assets or llabilitiss arlsing from fnsurance or reinsurance contracts entersd into by the Company are directly exposed
to interast rate risk.

Instirance Risk

Insurance exposures are managed by the Company through:
Implementation of a reinsurance programme that fimits the Company's insurance exposures. This reinsurance programme is reviewed annuafly by
the Board.

- The abllity to review insurance contracts in place and in particuiar adjust future premium rates.

- Geographical spread, with propsrties being located within Canterbury, Hawke's Bay and Ciago.

15. FINANCIAL INSTRUMENTS

{a) Capital Management

The Company's caplial includes share capital and retained earnings. The Company's policy Is 1o mainiain a streng capital base 80 as to maintain
sharaholder, creditor and customer confidence and 1o sustain the fuiure development of the business.

Solvency Requirementa under the Insurance (Prudential Supervislon) Act 2010

Separate to the insurance contract liabllities (io the Uneamed Premium Liabilities andfor Lighllity for Qutstanding Ciaims) recognised In tha financial
statements, insurance companies are required to maintain sufficient capital to mest solvency raguirements. These are ameunts required to provide
pratection againat the impact of fiuctations and unexpected adverse circumstances on the insurance businasses. The mathodology and bases for
determining the solvency raquirements are in accardance with the requirsments of the Insurance (Prudential Supervision) Act 2010,

The actual equily and minimum equity required to be retainsd to mest golvency requirements over and abave the insurance contract liabilities for the
Company are:

2013 2012

NZ$ NZ$
Aclual solvency capital 4,401,800 3,760,895
Minimum salvency capital 1,185,225 1,002,033
Splvency margin 3,218,575 2,758,662
Solvency coverage raflo 37 3.75

(b) Financial Risk Management Objactives
The Company's activities exposa it primarily to interest rata and credit rigk.

(¢} Interest Rate Rlsk Management
The Company is exposed to interest rate risk as it boih invests in interest bearing instruments and borrows funds at fixed interest rates. Managemennt
monltors the leve! of interest rates on an onhgoing bagls.

At balance date financial assets and liabilifies are subject to interest rata rlsk as follows:

2013 2012 Interest Rate Review Period
Short term borrowings - 4.74% 30 - 90 days
Advances to Scales Corporatlon Limited 4.50% 4.50% Six waekly
Governman! securities - 4.71%
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SELACS INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2013
2013 2012
NZ$ NZ3
15, FINANCIAL IN tinue
(d) Credit Risk Management

Credit risk refers to the risk that a counterparty will default on its contractuel abligaticns resulting in financlal lass to the Company. Financial Instruments
which potentiafiy subject the Cempany to credit risk principally conslst of cash and cash equivalents and related party advances. The Company
comtinuously monitars the cradit quality of its investmenis and does not anticipate non-performance of those customers. Cash and cash equivalents are
placed with high credit quality financial institutions.

The carrying amount of financial assets recorded in the financial statemants repregants the Group's maximum exposure 1o oredlt risk.

{e) Liguidity Risk Management

The Company manages liquidity risk by maintaining adequate ressrves, by contiuously monitering forecast and actual cash flows and matching the maturity proflies of
financial assets and labilities. The maturity profite of financlal fabilities ie disclosed In note 18,

2013 2012
NZ$ NZ$
[f) Catagories of Financlal Instruments
Financial Aagets:
Falr value through profit or loss
-Designated as at FVTPL - 502,044
Amortisad cost 4,012,180 3,897 159
4,012,180 4,399,213
Financial Liakilities:
Amortised cost 305,864 1,804,778

The Direclors consider that the carrying amount of financial assets and financizl abilities recorded al morteed cast in tha financisl stetements
approximates their fair value.

{g} Falr Value Measuraments
Tha New Zesland Government Stock held at 31 Decernber 2012 was measured at fair value on a récurring besis. At 31 December 2012 it was valued on
- the basis of quoted bid prices in an active market which is Level 1 Jn the fair value hierachy,

(h) Sensitivity Analysis

In managing interest rate risk the Company aims to reduse the impact of shortterm fluctustions an the Company's eaminga. Over the longer-term,
however, permanent changes in inferest rates will have an impact on profit and equity.

At 31 December 2013 it is sstimated that a general increase of ane parcent in Interest rates would Incresss the Company's profit after income tex and
equity by approximately $28,800 (2012 $26,400).

A decrease in interest rates would have the oppasite impact on profit and equlty to that described above,

16. MATURITY PROFILE OF FINANCIAL LIABILITIES

The fallowing tables detall the Company's remaining contractusal maturily for its financisl iiabilities, The tables have baan drawn up baged on the
undiscounted cash flows of financial liabiiities bassd om tha earliast date on which the Company can be required o pay. The {able Includes both intersst
and principat cash flows.

Within Three  FourMonths to  Two to Five

Months QOna Year Years Tolal
NZ$ NZ$ NZ$ NZ$
2013
Ciaims and other payables 33,029 “ - 33,029
Bank overdraft 62,635 - - 362,635
385,664 g 0 305,664
2012
Claims and other payables 887,682 - - 887,882
Borrowings 572,714 381,810 - 954,524
1,460,396 381,810 0 1,842,206

CCURRING AFTER BAL TE
There have been no significant post balance date events (2012 - Nil},




Deloitte.

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREBOLDERS OF
SELACS INSURANCE LIMITED

Report on the Financial Statements

We have audited the financial statements of Sclacs Insurance Limited on pages 4 to 16, which comprise the
statement of financial position as at 31 December 2013, and statement of comprehensive income, statement of
changes in equity and statement of cash flows for the year then ended, and a summary of significant accounting
policies and other explanatory information.

This report is made solely to the company’s shareholder in accordance with Section 205(1) of the Companies
Act 1993, Our audit has been undertaken so that we might state to the company’s shareholders those matters 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’s shareholders as a body, for
our audit work, for this report, ot for the opinions we have formed.

Board of Directors® Responsibility for the Financial Statements

The Board of Directors are responsible for the preparation of financial statements, in accordance with generally
accepted accounting practice in New Zealand and that give a true and fair view of the matters to which they
relate, and for such internal conirol as the Board of Directors determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or etror.

Auditor’s Responsibilities

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our

audit in accordance with International Standards on Auditing and International Standards on Auditing (New

Zealand). Those standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financia) statements. The procedures selected depend on the auditor’s judgement, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation of financial statements that
give a true and fair view of the matters to which they relate in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectivensss of the
entity’s internal conirol. An audit also includes evaluating the appropriateness of the accounting policies used
and the reasonableness of accounting estimates, as well as the overall presentation of the financial statermnents.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Other than in our capacity as auditor, we bave no relationship with or interests in Sclacs Insurance Limited,

Opinion

In our opinion, the financial staterments on pages 4 to 16:

» comply with generally accepted accounting practice in New Zealand;

¢ comply with International Financial Reporting Standards; and

& give a true and fair view of the financial position of Selacs Insurance Limited as at 31 December 2013, and
its financial performance and its cash flows for the year ended on that date.

Report on Other Legal and Regulatory Requirements

We also report in accordance with section 16 of the Financial Reporting Act 1993. In relation to our audit of the

financia) statements for the year ended 31 December 2013:

e we have obtained all the information and explanations we have required; and

e in our opinion proper accounting records have been kept by Selacs Insurance Limited as far as appears from
our examination of those records.

‘De-»/ oéé

Chartered Accountants
5 May 2014
Christchurch, New Zealand
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Duvies Financial and Actuariad Limited

26™ May 2014
To: The Directors
Selacs Insurance Limited
From: Peter Davies
Appointed Actuary
Re: Selacs Insurance Limited (“the Company”): Report as at

31" December 2013 under Sections 77 and 78 of the
Insurance (Prudential Supervision) Act 2010

You have asked me to prepare this report in terms of the above sections of the Act,
and [ would like to comment further as follows:

1. T have reviewed the actuarial information included in the audited accounts for
the Company as at 31* December 2013. “Actuarial information” includes the
foliowing:

- claim provisions and unexpired risk / unearned premium provisions;

- balance sheet and other information allowed for in the calculation of
the company’s solvency position; and

- disclosures regarding the methodology and assumptions used for
calculating claim provisions, unexpired risk provisions, and other

disclosures.
2. No limitations have been placed on my work.
Level 1, 3 Shea Terrace, Takapuna 0622 Telephone (09) 489-355] e-mail: pdavies@@actunry.co.nz

P.O. Box 33-238, Browns Bay, Auckland 0733 Tacsimile: (09) 489-6613 home page: www.actuary.conz



3. I am independent with respect to the Company as defined under professional
standard ISA (NZ) 620 of the External Reporting Board.

4, I have been provided with all information that I have requested in order to
carry out this review.

5. In my view the actuarial information contained in the financial statements has
been appropriately included, and the actuarial information used in the
preparation of the financial statements has been appropriately used.

6. The Company’s position as at 31* December 2013 under the RBNZ Solvency
Standard for Captive Insurers Transacting Non-life Insurance Business can be
summarised as follows:

31 December 2013 30 June 2013
Actual solvency capital: 4,401,800 4,107,241
Minimum solvency capital: 1,185,225 1,061,786
Solvency margin: 3,216,575 3,045,455
Salvency coverage ratio: 371 3.87

The Company is projected to meet the requirements of this Standard at all
times over the next three years.

I would be very happy to answer any queries concerning this report.

Yours sincerely

Peter Davies B.Bus.Sc., FIA, FNZSA
Appointed Actuary

Level 1, 3 Shea Terrace, Takapuna 0022 Telephone (09) 489-3351 ¢-mail: pdavigs@@actuary.cony

N
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