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Independent Auditor’s Report 
To the shareholder of Brightsideco Insurance Limited 

Report on the audit of the financial statements 

Opinion 
We have audited the accompanying financial 
statements which comprise: 

— the statement of financial position as at 30 
June 2022; 

— the statements of comprehensive income, 
changes in equity and cash flows for the year 
then ended; and 

— notes, including a summary of significant 
accounting policies. 

In our opinion, the financial statements of 
Brightsideco Insurance Limited (the ”Company”) on 
pages 6 to 32 present fairly, in all material respects, 
the Company’s financial position as at 30 June 2022 
and its financial performance and cash flows for the 
year ended on that date in accordance with New 
Zealand Equivalents to International Financial 
Reporting Standards and International Financial 
Reporting Standards. 

 Basis for opinion 

We conducted our audit in accordance with International Standards on Auditing (New Zealand) (“ISAs (NZ)”). 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 company in accordance with Professional and Ethical Standard 1 International Code 
of Ethics for Assurance Practitioners (Including International Independence Standards) (New Zealand) issued by 
the New Zealand Auditing and Assurance Standards Board and the International Ethics Standards Board for 
Accountants’ International Code of Ethics for Professional Accountants (including International Independence 
Standards) (“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 
financial statements section of our report. 

Our firm has also provided other services to the Company, being a reasonable assurance engagement in respect 
of the Company’s 30 June 2022 Annual Insurer Solvency Return. Subject to certain restrictions, partners and 
employees of our firm may also deal with the Company on normal terms within the ordinary course of trading 
activities of the business of the Company. These matters have not impaired our independence as auditor of the 
Company. The firm has no other relationship with, or interest in, the Company. 

 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 in the current period. Except for the matter described in the material uncertainty 
related to going concern, we summarise below those matters and our key audit procedures to address those 
matters in order that the shareholder as a body may better understand the process by which we arrived at our 
audit opinion. Our procedures were undertaken in the context of and solely for the purpose of our statutory audit 
opinion on the financial statements as a whole and we do not express discrete opinions on separate elements of 
the financial statements. 
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The key audit matter How the matter was addressed in our audit 

Valuation of Insurance Contract Liabilities 

The valuation of insurance contract 
liabilities comprises: 

- Unearned premium reserve 
(“UPR”) $25,811k; and 

- Outstanding claims liability 
(“OCL”) $1,068k. 

The valuation of insurance contract 
liabilities represents a significant 
estimate requiring the following 
judgements: 

Claims assumptions. These include, 
claims frequency, cancellation rates, 
repair ratio, average repair sizes and 
average replacement sizes; 

Economic assumptions. These 
include, inflation rate, discount rate 
and indirect expense ratio; and 

Risk margin assumptions 

The robustness and accuracy of the 
valuation is dependent on the above 
assumptions as disclosed in Note 17 
and 18 of the financial statements. 

Given the long-tail nature of the 
business, premium revenue is 
recognised over multiple periods and 
so there remains judgement in 
determining the premium earnings 
and in calculating UPR. 

The Company’s insurance contract 
liabilities are calculated by the 
Company’s Appointed Actuary. 

 

 

 

 

 

 

 

 

 

We involved our actuarial specialists and performed audit procedures, 
which included the following: 

- We obtained and reviewed the Insurance Liabilities Valuation 
Report (“ILVR”) as at 30 June 2022 prepared by the Appointed 
Actuary; 

- We reconciled premiums and claims data used in the ILVR 
back to the Company’s underlying accounting records, with 
material differences investigated; 

- With the assistance of our Actuarial Team, we assessed the 
reasonableness of the valuation methodologies and underlying 
key assumptions and any changes thereto, used to calculate 
outstanding claims liabilities; 

- We obtained the data underlying management’s UPR 
calculation for the Product Care Replacement (“PCR”) product, 
and re-performed the calculation, investigating any material 
differences; 

- We obtained and audited the 30 June 2022 Liability Adequacy 
Test (“LAT”) calculation and agreed key inputs to underlying 
accounting records and the ILVR. With the assistance of our 
Actuarial Team, we assessed management’s methodology and 
assumptions underlying the LAT calculation; and 

- We obtained a breakdown of the outstanding claims liability as 
at 30 June 2022, and through review of bordereaux statements 
and claims payments made post Balance Sheet date, assessed 
the reasonableness of the year end liability 
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The key audit matter How the matter was addressed in our audit 

Valuation of reinsurance recoveries on outstanding claims - $481k 

Refer to Note 12 to the financial 
statements. 

The Company has reinsurance cover 
in the form of a Quote Share 
agreement. 

Reinsurance recoveries represents 
the Company’s estimate of the 
reinsurers’ share of the costs settle 
all claims that have occurred up to 
and including 30 June 2022. These 
claims may either be known to the 
Company (reported), or unknown 
(not yet reported). 

Reinsurance and other recoveries on 
outstanding claims is a function of 
outstanding claims liabilities and is 
therefore subject to the same 
valuation uncertainties as 
outstanding claims liabilities. 

Valuation of reinsurance and other 
recoveries on outstanding claims is 
significant to our audit due to the 
size and the uncertainties discussed 
as above. 

We involved our actuarial specialists and performed audit procedures, 
which included the following: 

- We formed our own expectation of reinsurance recoveries on 
outstanding claims based on our understanding of the key 
terms of the Quota Share reinsurance agreements and 
compared our expectations to the Company’s estimate, 
investigating any material differences; 

- We assessed the recoverability of balances owed by reinsurers 
by considering their credit worthiness and capital strength 
based on external sources of information such as Standard and 
Poor’s credit ratings and payment history; and 

- We reconciled the actuarial financial statement disclosures 
back the ILVR prepared by the Appointed Actuary. 

 

 Other Information 

The directors, on behalf of the Company, are responsible for the other information included in the Company’s 
annual report. Our opinion on the financial statements does not cover any other information and we do not 
express any form of assurance conclusion thereon. 
 
In connection with our audit of the financial statements our responsibility is to read the other information and, in 
doing so, consider whether the other information is materially inconsistent with the financial statements or our 
knowledge obtained in the audit or otherwise appears materially 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 to report in this regard. 

 Use of this independent auditor’s report 

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



36 

Responsibilities of the Directors for the financial statements 

The Directors, on behalf of the company, are responsible for: 

— the preparation and fair presentation of the financial statements in accordance with generally accepted
accounting practice in New Zealand (being New Zealand Equivalents to International Financial Reporting 
Standards) and International Financial Reporting Standards; 

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

— assessing the ability to continue as a going concern. This includes disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless they either intend to liquidate or to 
cease operations or have no realistic alternative but to do so. 

Auditor’s responsibilities for the audit of the financial statements 

Our objective is: 

— 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 independent auditor’s report that includes our opinion.

Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance 
with ISAs NZ will always detect a material misstatement when it exists. 

Misstatements can arise from fraud or error. They 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 these financial statements is located at the External 
Reporting Board (XRB) website at: 
http://www.xrb.govt.nz/standards-for-assurance-practitioners/auditors-responsibilities/audit-report-2/  

This description forms part of our independent auditor’s report. 

The engagement partner on the audit resulting in this independent auditor's report is Jamie Munro. 

For and on behalf of 

KPMG 
Auckland 

25 October 2022 

http://www.xrb.govt.nz/standards-for-assurance-practitioners/auditors-responsibilities/audit-report-2/



