Independent auditor’s report
To the Directors of Swiss Re Life & Health Australia Limited

Our opinion
In our opinion, the accompanying financial statements of Swiss Re Life & Health Australia Limited (the
Company) New Zealand Branch (the Branch), present fairly, in all material respects, the financial
position of the Branch as at 31 December 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).
What we have audited
The financial statements comprise:
භ
the statement of financial position as at 31 December 2020;
භ
the statement of comprehensive income for the year then ended;
භ
the statement of changes in head office account for the year then ended;
භ
the statement of cash flows for the year then ended; and
භ
the notes to the financial statements, which include significant accounting policies and other
explanatory information.
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 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.
Independence
We are independent of the Branch 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.
Other than in our capacity as auditor we have no relationship with, or interests in, the Branch.
Key audit matters
Key audit matters are those matters that, in our professional judgement, were of most significance in
our audit of the financial statements of the current year. These matters were addressed in the context
of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters.
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Description of the key audit matter
Measurement of life insurance contract liabilities
assumed under reinsurance and retrocessionaires’
share of life insurance contract liabilities
As at 31 December 2020, the Branch has an asset
arising from life insurance contract liabilities
assumed under reinsurance of $726 million (31
December 2019: asset of $839 million) and a
liability arising from retrocessionaires’ share of life
insurance contract liabilities of $709 million (31
December 2019: liability of $821 million).

How our audit addressed the key audit matter
Together with PwC actuarial experts, we:
භ

භ

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 process relies on the quality of policy data
supplied by ceding companies in relation to
underlying policies being reinsured and the
appropriateness of actuarial assumptions.

Evaluated the work of management’s expert,
being the Appointed Actuary, including
assessing their professional competence,
capability and objectivity.
Assessed the reasonableness of the key
actuarial assumptions by:
о
obtaining an understanding of the
controls in place to determine the
assumptions;
о
examining the approach used by
management to derive the assumptions
by applying our own industry knowledge
and experience; and
о
challenging the key actuarial
assumptions used by management
against past experience, market
observable data (as applicable) and our
experience of the market, taking into
consideration COVID-19 impacts.
Assessed the 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 reasonableness of the analysis of
profit to consider whether the assumption
changes are consistent with experience and
whether the movement in life insurance contract
liabilities assumed under reinsurance and
retrocessionaires’ share of life insurance
contract liabilities have been adequately
explained.

Key actuarial assumptions represent best estimate
assumptions at balance date and include:
Ɣ
projection for premiums and expected claims
and expenses;
Ɣ
discount rates;
Ɣ
future investment management expenses;
Ɣ
future maintenance expenses;
Ɣ
mortality and morbidity rates;
Ɣ
discontinuance rates;
Ɣ
disability income escalation rates;
Ɣ
profit carriers; and
Ɣ
surrender value.

භ

Actuarial assumptions have been adjusted to take
into account the impact of COVID-19. In particular
those relating to mortality, morbidity and
discontinuance rates. The impact of these have
been separately considered in the estimation
process. These require significant actuarial
judgement and have inherently higher levels of
uncertainty.

Policy data supplied by ceding companies in relation
to the underlying policies being reinsured is a key
input to the actuarial estimates. Accordingly, we:
භ
understood and validated the processes and
controls around completeness and accuracy of
the data extraction from the policy administration
system and other data sources; and
භ
reperformed key data reconciliations between
the policy administration system, the valuation
files and the valuation results.

Relevant references in the financial statements
Refer to notes 2, 3 and 14 to the financial
statements, which also describes the elements that
make up the balances.
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Our audit approach
Overview
Materiality

Overall materiality: $5.8 million, which represents approximately 1%
of premium revenue from life insurance contracts.
We chose premium revenue from life insurance contracts as the
benchmark because, in our view, it is a key metric used in assessing
the performance of the Branch, is not as volatile as other profit and
loss measures, and is a generally accepted benchmark. We selected
1% based on our professional judgement, noting that it is also within
the range of commonly accepted revenue-related thresholds.

Key audit matters

As reported above, we have one key audit matter, being:
භ
Measurement of life insurance contract liabilities assumed under
reinsurance and retrocessionaires’ share of life insurance
contract liabilities

As part of designing our audit, we determined materiality and assessed the risks of material
misstatement in the financial statements. In particular, we considered where management made
subjective judgements; for example, in respect of significant accounting estimates that involved
making assumptions and considering future events that are inherently uncertain. 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 financial statements as a whole, taking into account the structure of the Branch, the accounting
processes and controls, and the industry in which the Branch operates.
Materiality
The scope of our audit was influenced by our application of materiality. An audit is designed to obtain
reasonable assurance about whether the financial statements are free from material misstatement.
Misstatements may arise due to fraud or error. They are considered material if, individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of the financial statements.
Based on our professional judgement, we determined certain quantitative thresholds for materiality,
including the overall materiality for the 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 financial statements as a whole.
Responsibilities of the Directors for the financial statements
The Directors are responsible, on behalf of the Branch, for the preparation and fair presentation of the
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 financial statements that are free from
material misstatement, whether due to fraud or error.
In preparing the financial statements, the Directors are responsible for assessing the Branch’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 Branch or to
cease operations, or have no realistic alternative but to do so.
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Auditor’s responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements, as a
whole, are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs (NZ) 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 financial statements.
A further description of our responsibilities for the audit of the financial statements is located at the
External Reporting Board’s website at:
https://www.xrb.govt.nz/assurance-standards/auditors-responsibilities/audit-report-2/
This description forms part of our auditor’s report.
Who we report to
This report is made solely to the Company’s Directors, as a body. Our audit work has been undertaken
so that we might state those matters which we are required to state to them in an auditor’s report and
for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility
to anyone other than the Company and the Company’s Directors, as a body, for our audit work, for this
report or for the opinions we have formed.
The engagement partner on the audit resulting in this independent auditor’s report is Richard Day.
For and on behalf of:

Chartered Accountants
25 March 2021

PwC

Auckland

30

