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Directors’ Report

The directors of Momentum Life Limited (the “Parent”) present their report to the shareholder together with the audited financial statements of the
Parent and its subsidiaries (together, the “Group”) for the financial year ended 30 June 2020.

Directors
The directors of the Parent in office at the date of this report are as follows:

Lloyd Cartwright

Thomas Grogan

Martin Philipsen (resigned 12 August 2020)
Russell H Howden (resigned 12 August 2020)
John G Errington (appointed 12 August 2020)

David E Nathan (appointed 12 August 2020)

Principal activities
The principal activity of the Parent during the year were the provision of life insurance.

Dividends
No dividends were paid during the financial year ended 30 June 2020 (2019: $Nil)

Results
The operating profit after tax of the Group for the year ended 30 June 2020 was $1,289,065 {2019: $1,146,075).

Disclosures
Pursuant to section 211(3) of the Companies Act 1993 {the Act), the shareholder of the Parent has agreed that the Annual Report need not comply

with any of the paragraphs (3), and (e) to (j) of subsection (1) and subsection (2) of section 211.

Auditor
PricewaterhouseCoopers were appointed to undertake the audit of the financial statements for the year ended 30 June 2020.

This report is made in accordance with a resolution of the directors.
In the opinion of the directors,

The Statement of Financial Position of the Group as set out on page 5 is drawn up to present fairly in all material respects, the state of affairs of
the Group as at 30 June 2020 and of the results of the business, changes in equity and cash flows of the Group for the financial year then ended;
and

At the date of this statement, there are reasonable grounds to believe that the Group will be able to pay its debts as and when they fall due.

On behalf of the Board of Directors

;/é_'_‘”t/_\/L/ (

— N

John Errington Lloyd Cartwright
Chairman Director

08 October 2020
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Consolidated Statement of Comprehensive Income
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Consolidated Statement of Financial Position
As at 30 June 2020

Notes 2019
$
Assets
Cash and cash equivalents 10 2,548,665
Trade and other receivables 11{a) 757,921
Term deposits 11 {b) 6,500,000
Trail commission asset 12 12,739,580
Life insurance contract assets 17 7,112,907
Total Assets 29,659,073
Liabilities
Trade and other payables 13 1,061,735
Current tax liabilities 16 713,802
Employee benefit obligations 15 8,132
Borrowings 14 3,250,799
Deferred tax liabilities 16 3,607,878
Life insurance contract liabilities ceded under reinsurance 17 6,938,296
Total liabilities 15,580,642
Net assets 14,078,431
Equity
Contributed equity 19 112,582
Retained earnings 13,965,845
Total equity 14,078,431
On behalf of the Board of Directors
— = — .
John Errington Lioyd Cartwright
Chairman Director
08 October 2020
The above consolidated statement of financial position should be read in conjunction with the accompanying notes.
-i. I}
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Consolidated Statement of Changes in Equity
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Consolidated Statement of Cash Flows
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23. Contingent liabilities and commitments

The Group had no contingent liabilities or commitments at 30 June 2020 (2019: Snil).

24. Interest in other entities

(a) Material subsidiaries

The Group’s principal subsidiaries at 30 June 2020 are set out below. Unless otherwise stated, they have share capital consisting solely of ordinary

shares that are held directly by the Group, and the proportion of ownership interests held equals the voting rights held by the Group. The country

of incorporation or registration is also their principal place of business.

, Place of business/country 2020 . 2019 ek o =g
Name of entity of incorporation Y % Principal activities
Momentum Life Services Limited New Zealand 100 100 Insurance services

Momentum Life Services Limited ('"MLS’) was incorporated on 9 April 2018 and Momentum Life Limited transferred all its pre-licence related trail

commission asset to MLS.

25. Events occurring after the reporting period

As part of a proposed corporate restructure of the parent entity, Bluelnc Group Pty Limited, changes are being proposed in relation to the

shareholding and ownership structure of the Group. The corporate restructure aims to separate Blueinc Group’s Australian and New Zealand

operations and is currently awaiting regulatory approval.
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KPMG Actuarial ABN: 91 144 686 046

A division of KPMG Financial Services Consulting Pty Ltd Telephone: +61 2 9335 7000

Australian Financial Services Licence No. 392050 Facsimile: +61 2 9335 7001
International Towers 3 Sydney DX: 1056 Sydney
300 Barangaroo Ave www.kpmg.com.au

Sydney NSW 2000
PO Box HE67

Australia Square NSW 1215
Australia

Appointed Actuary s Repor

TO THE DIRECTORS OF MOMENTUM LIFE LIMITED

This Appointed Actuary's report under Section 78 of the Insurance (Prudential Supervision) Act
2010 (IPSA) is prepared in respect of the financial statements of Momentum Life Limited
(Momentum) for the year ended 30 June 2020.

| have undertaken a review of the actuarial information (as defined in section 77(4) of IPSA)
contained in, and used in the preparation of, the financial statements of Momentum (the Financial
Statements) as required under section 77(1) of IPSA.

My review has been carried out in accordance with the Solvency Standard for Life Insurance
Businesses 2014 issued by the Reserve Bank of New Zealand (the Solvency Standard), which is
the solvency standard applicable to Momentum under section 55 of IPSA, and with the New
Zealand Society of Actuaries’ Professional Standards.

In respect of my review, | confirm as follows:

I, James Collier FNZSA, am the Appointed Actuary for Momentum under section 76(1) of
IPSA, and that | have prepared this report.

The work that | have done to review the actuarial information contained in, or used in the
preparation of the Financial Statements, includes a review of:

Information relating to the Momentum'’s calculations of claims and claims reserves,
dividends, insurance rates, and technical provisions (annuity rates and unvested
policyholder benefits liability are not applicable to Momentum);

Information relating to assessments of the probability of uncertain future events
occurring and the financial implications for the Momentum if those events do occur;

Momentum'’s Policy Liability, as defined in the Solvency Standard;

Risk management policies including reinsurance exposures and reinsurance assets
relevant to the Policy Liability;

The deferred tax assets or liabilities relevant to the Policy Liability;
The deferred acquisition cost relevant to the Policy Liability;

The analysis of Momentum'’s profit;

© 2020 KPMG Financial Services Consutting Pty Ltd is affiliate of KPMG. KPMG is an Australian partnership and a member firm of the KPMG network of independent
member firms affiliated with KPMG International Cooperative (“"KPMG International™), a Swiss entity. All rights reserved. The KPMG name, logo and “cutting through
complexity’ are registered trademarks of KPMG International. Liability limited by a scheme approved under Professional Standards Legislation
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Any additional assumptions used in the calculation of the Policy Liability;

The consistency between the New Zealand Society of Actuaries Professional Standard
20 "Determination of Life Insurance Policy Liabilities” and the calculated Policy liability;

The consistency between the Solvency Standard and the calculated Solvency Margin;
and;

Momentum's checks and controls over data and valuation processes.

There were no limitations in performing the scope of my review, other than reliances on
information prepared by Momentum. | have performed high level reasonableness checks
and found this information to be materially accurate.

Other than my relationship as Appointed Actuary, | am a partner of KPMG, which receives
consulting fees from Momentum. | have no other financial interest in Momentum.

| have obtained all information and explanations that | have required in order to conduct my
review under section 77 of IPSA. There were no limitations in the scope of my review.

| consider that in my opinion and from an actuarial perspective:

The actuarial information contained in the Financial Statements has been appropriately
included in the Financial Statements.

The actuarial information used in the preparation of the Financial Statements has been
used appropriately.

| consider that in my opinion and from an actuarial perspective, Momentum, as at 30 June
2020, is maintaining a solvency margin that complies with that required under the Solvency
Standard for the purposes of sections 21(2)(b) of IPSA.

| consider that in my opinion and from an actuarial perspective as at 30 June 2020,
Momentum is maintaining solvency margins that comply with those required under the
Solvency Standard for the purposes of section 21(2)(c) of IPSA.

| have prepared, dated and signed this report solely in my capacity as Momentum’s Appointed
Actuary under section 76(1) of IPSA. To the fullest extent permitted by law, | do not accept
responsibility to anyone other than the Reserve Bank of New Zealand, Momentum, its board and
shareholder for the contents of this report.

James Collier
Appointed Actuary
Momentum Life Limited
23 September 2020

© 2020 KPMG Financial Services Consulting Pty Ltd is affiliate of KPMG. KPMG is an Australian partnership and a member firm of the KPMG network of independent
member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. The KPMG name, logo and “cutting through
complexity’ are registered trademarks of KPMG International. Liability limited by a scheme approved under Professional Standards Legislation
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Independent auditor’s report

To the shareholder of Momentum Life Limited

We have audited the consolidated financial statements which comprise:
e the consolidated statement of financial position as at 30 June 2020;
the consolidated statement of comprehensive income for the year then ended;
the consolidated statement of changes in equity for the year then ended;
the consolidated statement of cash flows for the year then ended; and

the notes to the consolidated financial statements, which include a summary of significant
accounting policies.

Our opinion

In our opinion, the accompanying consolidated financial statements of Momentum Life Limited (the
Company), including its subsidiary (the Group), present fairly, in all material respects, the financial
position of the Group as at 30 June 2020, its financial performance and its cash flows for the year then
ended in accordance with New Zealand Equivalents to International Financial Reporting Standards
(NZ IFRS) and International Financial Reporting Standards (IFRS).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (New Zealand) (ISAs
(NZ)) and International Standards on Auditing (ISAs). Our responsibilities under those standards are
further described in the Auditor’s responsibilities for the audit of the consolidated financial
statements section of our report.

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

We are independent of the Group in accordance with Professional and Ethical Standard 1
International Code of Ethics for Assurance Practitioners (including International Independence
Standards) (New Zealand) (PES 1) issued by the New Zealand Auditing and Assurance Standards
Board and the International Code of Ethics for Professional Accountants (including International
Independence Standards) issued by the International Ethics Standards Board for Accountants (IESBA
Code), and we have fulfilled our other ethical responsibilities in accordance with these requirements.

Our firm provides an assurance service over the solvency return for the Company. Subject to certain
restrictions, partners and employees of our firm may deal with the Group on normal terms within the
ordinary course of trading activities of the Group. This other service and relationship have not
impaired our independence as auditor of the Group.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in
our audit of the consolidated financial statements of the current year. These matters were addressed in
the context of our audit of the consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.

PricewaterhouseCoopers, 15 Customs Street West, Private Bag 92162, Auckland 1142, New Zealand
T: +64 (9) 355 8000, F: +64 (9) 355 8001, www.pwc.co.nz
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Description of the key audit matter = How our audit addressed the key audit matter

Measurement of life insurance contract
assets and life insurance contract
liabilities ceded under reinsurance

Together with our PwC actuarial experts, we:
e Evaluated the work of the Appointed Actuary,

As at 30 June 2020 the Group has life
insurance contract assets of $7.1 million
(30 June 2019: $7.1 million) and life
insurance contract liabilities ceded under
reinsurance of $7.1 million (30 June 2019:
$6.9 million).

The valuation of these balances involves
complex and subjective actuarial
judgements about future events, both
internal and external to the business, for
which small changes in assumptions can
result in material impact to the
measurement of these balances.

The key actuarial assumptions represent
best estimates at balance date and include
projections for premiums and payments,
future maintenance and investment
expenses, projected future mortality and
morbidity experience, discontinuance
rates, inflation and discount rates.

Refer to the following notes in the Group's
consolidated financial statements: Notes
2(h) and 2(i) for related accounting
policies, Note 3 for critical accounting
estimates and judgements, Note 4 for
summary of significant actuarial methods
and assumptions, Note 17 and Note 18.

Measurement of trail commission asset

As at 30 June 2020 the Group has a trail
commission asset of $11.6 million (30
June 2019: $12.7 million).

The balance represents the present value
of the future commission receipts arising
from the distribution of life insurance
products. The valuation of this balance
involves subjective judgements and
assumptions about the duration of future
commission receipts (projection period),
lapse (or discontinuance) rate and
discount rate. Small changes in
assumptions can result in material impact
to the measurement of this balance.

PwC

including assessing their professional competence,
capability and objectivity;

Assessed the reasonableness of the key actuarial
assumptions by:

o obtaining an understanding of the processes
and controls in place to determine the
assumptions;

o examining the approach used by management
to derive the assumptions by applying our
industry knowledge and experience; and

o challenging the appropriateness of key
assumptions used by management against
past experience, market observable data (as
applicable) and our experience of market
practice, ensuring that the impacts of COVID-
19 had been considered in setting the
assumptions;

Assessed the actuarial valuation methodologies
used by applying our industry knowledge and
experience to compare whether the methodologies
and changes to those are consistent with
recognised actuarial practices and expectations
derived from market experience;

Assessed the mathematical accuracy of the
valuation model; and

Tested the completeness and accuracy of data
between the source administration system and the
actuarial valuation model.

We have:

e On a sample basis verified trail commission
receipts for the year to supporting documents;

e Assessed the reasonableness of management’s
assumptions by:

o comparing them with our expectations
based on industry and the Group’s past
experience, ensuring that the impacts of
COVID-19 had been considered in setting
the assumptions; and

o assessing the reasonableness of
management's estimation by agreeing the
actual commission received during the year
against management's estimate in the prior

35
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Refer to the following notes in the Group’s e Tested the reconciliation of the policy data to
consolidated financial statements: Note the trail commission asset valuation model
2(c)and 2(o) for related accounting and on a sample basis tested the underlying
policies, Note 3 for critical accounting policy data to the source documents; and
estimates and judgements and Note 12. e Assessed the mathematical accuracy of the

commission asset valuation model.

Our audit approach

Overview

An audit is designed to obtain reasonable assurance whether the
consolidated financial statements are free from material misstatement.

Overall Group materiality: $78,657 which represents approximately 1% of
Materiality premium revenue.

We chose premium revenue as the benchmark because, in our view, it is
the benchmark against which the performance of the Group is most
Audit commonly measured by users, and is a generally accepted benchmark
scope within the life insurance industry. We selected 1% based on our
professional judgement,noting that it is also within the range of
commonly accepted revenue-related benchmarks.

Krﬁg t?:rdsit As reported above, we have two key audit matters, being:
e Measurement of life insurance contract assets and life insurance
contract liabilities ceded under reinsurance
e Measurement of trail commission asset
Materiality

The scope of our audit was influenced by our application of materiality.

Based on our professional judgement, we determined certain quantitative thresholds for materiality,
including the overall Group materiality for the consolidated financial statements as a whole as set out
above. These, together with qualitative considerations, helped us to determine the scope of our audit,
the nature, timing and extent of our audit procedures and to evaluate the effect of misstatements, both
individually and in aggregate on the consolidated financial statements as a whole.

Audit scope

We designed our audit by assessing the risks of material misstatement in the consolidated financial
statements and our application of materiality. As in all of our audits, we also addressed the risk of
management override of internal controls including among other matters, consideration of whether
there was evidence of bias that represented a risk of material misstatement due to fraud.

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an
opinion on the consolidated financial statements as a whole, taking into account the structure of the
Group, the accounting processes and controls, and the industry in which the Group operates.

Information other than the consolidated financial statements and auditor’s report

The Directors are responsible for the annual report. Our opinion on the consolidated financial
statements does not cover the other information included in the annual report and we do not express
any form of assurance conclusion on the other information.

PwC 36
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In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent
with the consolidated financial statements or our knowledge obtained in the audit, or otherwise
appears to be materially misstated. If, based on the work we have performed on the other information
that we obtained prior to the date of this auditor’s report, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report
in this regard.

Responsibilities of the Directors for the consolidated financial statements

The Directors are responsible, on behalf of the Company, for the preparation and fair presentation of
the consolidated financial statements in accordance with NZ IFRS and IFRS, and for such internal
control as the Directors determine is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the Directors are responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the Directors either intend to liquidate
the Group or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements, as a whole, are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with ISAs (NZ) and ISAs will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these consolidated financial statements.

A further description of our responsibilities for the audit of the consolidated financial statements is
located at the External Reporting Board’s website at:
https://www.xrb.govt.nz/standards-for-assurance-practitioners/auditors-responsibilities /audit-
report-1/

This description forms part of our auditor’s report.

Who we report to

This report is made solely to the Company’s shareholder. Our audit work has been undertaken so that
we might state those matters which we are required to state to them in an auditor’s report and for no
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the Company and the Company’s shareholder for our audit work, for this report or
for the opinions we have formed.

The engagement partner on the audit resulting in this independent auditor’s report is Karl Deutschle.
For and on behalf of:

?sz(mq

Chartered Accountants Auckland
8 October 2020
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