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DIRECTORS' REPORT

The Directors have pleasure in presenting FMG Insurance Limited's Annual Report and Financial Statements for the year ended 31

March 2021.

Financial Results

The Company's financial results for the year reflect the following:

- Increase in gross written premium from continuing operations to $406.4m from $366.3m
- Increase in net investment income from continuing operations to $34.3m from $(0.4)m

- Increase in net claims incurred from continuing operations to $210.3m from $209.0m

- Increase in profit from continuing operations after tax to $57.4m from $6.8m

2021 2020
$000 $000
Profit/(loss) from continuing operations before taxation 71,787 11,964
Taxation (14,410) (5,139)
Profit/(loss) for the year 57,377 6,825

Dividends
No dividend has been paid or recommended for payment up to the date of this report.

Share Capital
At 31 March 2021 there were 14,500,000 shares issued, and fully paid.

Directorate
As required by the Company's constitution the Directors are appointed by the Parent, Farmers' Mutual Group ("Group").

Role of the Directors

The Board is responsible for the strategy, direction and control of the Company. This responsibility includes areas of stewardship such

as the identification and control of the Company's overall culture and conduct, business risks, the integrity of management
information systems and reporting to policyholders and members.

While the Board acknowledges that it is responsible for the overall control framework of the Company, it recognises that no cost
effective internal control system will preclude all errors and irregularities. The control system is based upon written procedures,
policies and guidelines, organisational structures that provide an appropriate division of responsibility, a programme of internal audit
and the careful selection and training of qualified personnel.

The Board as at 31 March 2021

The FMG Directors are Mr. Tony Cleland (Chair), Mr. Michael Ahie, Mr. Geoff Copstick, Mr. Steve Allen, Mr. Murray Taggart, Ms.
Sinead Horgan, Ms. Sarah Smith and Mrs. Sarah von Dadelszen.

The following are the Directors' qualifications and expertise:

Tony Cleland

Tony heads the Board as Chairman and has extensive experience in the rural sector. Tony is a dairy farming entrepreneur from
Southland and a founder of FarmRight. Tony’s been a director on FMG’s board since 2007, and has also held a range of other
governance roles, including Director of several large scale farming businesses.

Michael Ahie

Michael is passionate about his country and is dedicated to the commercial and cultural success of organisations in New Zealand.
He is Chancellor of Massey University, a director of FMG and Chair of the Board of Spring Sheep Milk Co., the New Zealand Plant
Market Access Council (PMAC) and He Waka Eke Noa, the steering group overseeing the Primary Sector’s climate change
commitment. Michael is also Chair of Inland Revenue’s Risk & Assurance Committee.

Geoff Copstick

Geoff was CFO of Gallagher Group in Hamilton for nine years. He is now on Gallagher’s board and Chair of their Audit and Risk
Committee. Geoff also serves as a Director of Northland Regional Council on finance, audit and economic development issues

(Northland Inc Limited). Geoff is a previous Chair of ChildFund New Zealand and has 20 years of executive-level finance experience
with New Zealand companies. He has specialised in corporate governance, risk management and corporate treasury operations.
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DIRECTORS' REPORT (continued)

Steve Allen

Steve has enjoyed over twenty years as a Chairman, Director and Trustee of a number of Private Companies, Private Trusts and
Charitable Trusts. Steve’s career has included time in the commercial sector with IBM NZ, and comprises extensive dairy industry
experience with directorships on both the NZ Dairy Board and LIC. More recently, Steve has been a member of the Waikato Dairy
Leaders Group and he is a trustee of the Waikato based David Johnstone Charitable Trust. Steve has been Chairman of the Tatua
Board since 2003.

Murray Taggart

Murray farms sheep, beef and arable crops under irrigation near Oxford in North Canterbury. Prior to farming he worked for ANZ
Bank. Murray was a Nuffield Scholar in 1996 and in 2006 won the Tasman region FMG Rural Excellence Award. His is a former
National Meat and Fibre Chairman of Federated Farmers and was a director of CRT Society for 15 years. Murray is experienced in
corporate governance and is currently Chairman of Alliance Group and Taumata Plantations, and a director of Ballance Agri-Nutrients.

Sinead Horgan

Sinead is a Chartered Accountant with a background in accounting, corporate finance, strategy and risk. She is a Director and Chair
of the Audit & Risk committees of Bank of China, Eco Central, Taggart Earthmoving and FuselT. She is also a trustee for Maia Health
Foundation and Assistance Dog New Zealand Trust.

Sarah Smith

Sarah is an insurance and banking professional with over 30 years’ experience and is proud to have learnt insurance from the
‘ground-up’. Sarah’s more recent positions include General Manager of Insurance for ANZ and CEO MARAC Insurance (which is owned
by Heartland Bank), and she is currently the Chief Technology Officer at Heartland Bank. Sarah has a strong working knowledge of
the regulatory requirements and conduct and culture expectations of the industry.

Sarah von Dadelszen

Sarah has spent the last 19 years in a variety of agricultural and energy related governance and leadership roles. These positions
have been with organisations that are committed to maintaining strong communities, particularly in the rural sector including the NZ
Beef Council, Fonterra Shareholders Council and NZ Young Farmers. Sarah is a Director for Centralines and Chair of the
Remuneration Committee for Ballance Agri-Nutrients. Sarah also owns a large farming business with sheep and beef and dairy
interests.

The Board is subject to the FMG Board Charter which outlines the specific role and responsibilities of the Board. The Board is also
subject to the Director Appointment & Reappointment Policy which articulates the process for the appointment of prospective
Directors, as well as the evaluation of Directors due to retire by rotation who intend to stand for re-election.

Each Director must be assessed as being fit and proper in accordance with FMG’s Fit & Proper Policy and reassessed at least every
three years. All Directors are independent as they are free from any associations that could materially interfere with the exercise of
independent judgement. The Directors are all subject to FMG’s Code of Ethics.

Legislative and Regulatory Compliance

The Company is subject to the Insurance (Prudential Supervision) Act 2010 and thus comes under the direct supervision of the
Reserve Bank of New Zealand. In accordance with the requirements of that Act, the Company holds a full licence.

The Company makes use of the Group's employees and external consultants to ensure compliance with relevant legislation and
regulation. This includes compliance with securities, environmental and human resource related legislation.

Directors’ Remuneration

The Directors of FMG Insurance Limited are also directors of the Parent, Farmers' Mutual Group and thus any amount paid to each
director is reflected in the remuneration of directors of the Group.

Employees Remuneration
The Company has no employees.

Directors' Interests

(a) There are no related party transactions recorded in the interest registers.

(b) A majority of Directors are required to be members of FMG. Any associated insurance policies or transactions are administered
according to normal business practice at arm’s length.

(c) Directors' remuneration is included in the Group financial statements.

(d) The Group has arranged policies of Directors’ Liability Insurance which ensures that generally Directors will incur no monetary
loss as a result of action undertaken by them as Directors. Certain actions are specifically excluded, for example the incurring of
penalties and fines which may be imposed in respect of breaches of statutory regulations.

(e) The Directors have advised that their personal insurances have been arranged through the Company.
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Use of Company Information

The Board has not received any notices from Directors of the Company requesting use of Company information received in their
capacity as Directors which would not otherwise be available to them.

Auditors
EY has been appointed as Auditors for the Company.



FMG Insurance Limited
Annual Report 2021

INCOME STATEMENT
for the year ended 31 March

2021 2020
Notes $000 $000
General insurance activities
Gross written premium 406,361 366,304
Movement in unearned premium (20,926) (18,539)
Gross earned premium 1 385,435 347,765
Outwards reinsurance premium expense (45,409) (41,263)
Net premium revenue 340,026 306,502
Claims expense 8 (238,015) (216,607)
Reinsurance and other recoveries revenue 1,8 27,703 7,654
Net claims incurred (210,312) (208,953)
Other income 1 12,304 10,876
Operating expenses 2 (104,498) (96,103)
General insurance underwriting result 37,520 12,322
Investment income/(loss) 1 34,267 (358)
Profit/ (loss) before taxation 71,787 11,964
Income tax (expense)/benefit 3 (14,410) (5,139)
Net profit/(loss) 57,377 6,825
Profit/(loss) from continuing operations for the year
attributable to shareholders 57,377 6,825 .
Total comprehensive income/(loss) for the year, net of tax,
attributable to shareholders 57,377 6,825

The financial statements should be read in conjunction with the accounting policies and notes on pages 8 to 25.
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STATEMENT OF CHANGES IN EQUITY
for the year ended 31 March

Notes
Share capital
Share capital at the beginning of the year
Total contributions by and distributions to shareholders
Share capital at the end of the year 12

Retained earnings

Retained earnings at the beginning of the year

Total profit/(loss) and comprehensive income

Retained earnings at the end of the year

Total equity at the end of the year

Attributable to:
Shareholders

2021 2020
$000 $000
145,000 145,000
145,000 145,000
92,438 85,613
57,377 6,825
149,815 92,438
294,815 237,438
294,815 237,438
294,815 237,438

The financial statements should be read in conjunction with the accounting policies and notes on pages 8 to 25.
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BALANCE SHEET
as at 31 March

2021 2020
Notes $000 $000

Assets

Cash and cash equivalents 4 45,572 22,844
Trade and other receivables 6 138,782 128,233
Insurance recoveries 7,8 22,257 19,347
Investments 5 413,202 353,351
Deferred acquisition costs 9 3,667 3,667
Deferred tax assets 10 32 260
Total assets . 623,512 527,702
Liabilities

Trade and other liabilities 11 14,755 14,626
Related party payable 14 905 253
Current tax liability 8,353 3,199
Underwriting provisions 7 304,684 272,186
Total liabilities 328,697 290,264
Net assets 294,815 237,438
Equity

Share capital 12 145,000 145,000
Retained earnings 149,815 92,438
Total equity ' 294,815 237,438

Signed on behalf of the Board of Directors, who authorised the issue of these financial statements on 24 June 2021.

"I D Cleland G R Copftick
Chairman ) Director
24 June 2021 24 June 2071

The financial statements should be read in conjunction with the accounting policies and notes on pages 8 to 25,
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STATEMENT OF CASH FLOWS
for the year ended 31 March

Cash flows from operating activities
Premium and other receipts from clients
Reinsurance recoveries

Other income

Claims paid

Reinsurance premium paid

Cash paid to suppliers and employees

Tax (paid)/recovered

Net cash flows from operating activities

Cash flows from investing activities
Investment dealings with fund managers
Dividends received

Net cash flows from investing activities

Cash flows from financing activities
Cash flow (to)/from related entities
Net cash flows from financing activities

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

2021 2020
Notes $000 $000
416,049 371,485
20,456 22,918
45 -
(227,131) (220,989)
(46,348) (41,558)
(107,158) (98,741)
(8,837) (8,204)
4 47,076 24,911
(25,000) (30,333)
(25,000) (30,333)
652 (75)
652 (75)
22,728 (5,497)
22,844 28,341
4 45,572 22,844

The financial statements should be read in conjunction with the accounting policies and notes on pages 8 to 25.
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STATEMENT OF ACCOUNTING POLICIES
for the year ended 31 March

REPORTING ENTITY

FMG Insurance Limited (the "Company") is a company domiciled in New Zealand, registered under the Companies Act 1993. The Company is a
licenced insurer under the Insurance Prudential Supervision Act 2010 and is a FMC reporting entity under the Financial Markets Conduct Act
2013. -

The Company is primarily involved in the underwriting of general insurance.
The Company’s registered office is Level 1, PWC Centre, 10 Waterloo Quay, Wellington.

STATEMENT OF COMPLIANCE

The financial statements comply with New Zealand equivalents to International Financial Reporting Standards (NZ IFRS). The financial
statements also comply with International Financial Reporting Standards (IFRS).

SIGNIFICANT ACCOUNTING POLICIES
Basis of preparation

The financial statements have been prepared in accordance with generally accepted accounting practice in New Zealand (NZ GAAP) as
appropriate for profit-oriented entities. '

The financial statements have been prepared on a historical cost basis with any exceptions noted in specific accounting policies below.

The financial statements are presented in New Zealand dollars and all values are rounded to the nearest thousand ($000), unless otherwise
stated.

The financial statements provide comparative information in respect of the previous period.

General insurance contracts

The insurance operations of the Company comprise the underwriting, administration and claims management of insurance contracts. These
contracts transfer significant insurance risk by agreeing to compensate the insured on the occurrence of a specified insured event, such as
damage to property or the crystallisation of a third party liability (or the reinsurance thereof), within a given timeframe.

Under accounting standards, such contracts are defined as general insurance contracts.

General insurance liabilities

The outstanding claims for general insurance contracts are measured as the best estimate of the present value of expected future payments for
claims incurred at the balance date. The estimate is inclusive of claims management expenses required to settle the claim but is net of
reinsurance and other recoveries. The outstanding claims liability also includes a risk margin to allow for the inherent uncertainty in the best
estimate and to increase the probability that the liability is adequately provided for.

Outstanding claims are determined by the actuary in accordance with actuarial and prudential standards.

Liability adequacy testing is performed in order to ascertain any deficiencies in profit and loss arising from the carrying amount of the unearned
premium liability not meeting the estimated future claims in prevailing market conditions. Any deficiency is taken to the income statement and
-written off against any deferred acquisition costs. Liability adequacy is determined for groups of contracts that are subject to broadly similar risks
and are managed together as a single portfolio.

Assets backing general insurance contract liabilities

These assets are measured on a basis that is consistent with the measurement of the liabilities, to the extent permitted under accounting
standards. The Company has identified its investment funds as assets backing general insurance contract liabilities.

As general insurance contract liabilities are measured as described in these accounting policies, assets backing such liabilities are measured at
fair value, to the extent permitted under accounting standards. Realised and unrealised gains and losses arising from changes in the fair value
are recognised in the income statement, to the extent permitted under accounting standards. The accounting policies for individual asset
classes, and any restrictions on application of fair value, are described in the statement of accounting policies.

Claims expense

Claims expenses in respect of general insurance contracts are recognised in the income statement either as claims are incurred or as
movements in outstanding claims owing.
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STATEMENT OF ACCOUNTING POLICIES (continued)
for the year ended 31 March

Policy acquisition costs

Policy acquisition costs comprise the costs of acquiring and recording new business, including policy issue and underwriting costs, agency
expenses and other sales costs. Acquisition costs incurred in obtaining general insurance contracts are deferred and recognised as assets where
they can be reliably measured and where it is probable that they will give rise to premium revenue that will be recognised in subsequent
reporting periods.

Deferred acquisition costs are amortised systematically in accordance with the expected pattern of the incidence of risk under the general
insurance contracts to which they relate. This pattern of amortisation corresponds to the earning pattern of the corresponding premium revenue.

Outwards reinsurance

Premiums ceded to reinsurers under reinsurance contracts are recorded as an outwards reinsurance expense and are recognised over the period
of indemnity of the reinsurance contract. Accordingly, a portion of outwards reinsurance premium is treated at balance date as a prepayment,
and netted off against reinsurance creditors.

Reinsurance recoveries

Reinsurance assets represent balances due from reinsurance companies. Amounts recoverable from reinsurers are estimated in a manner
consistent with the outstanding claims provision or settled claims associated with the reinsurer’s policies and are in accordance with the related
reinsurance contract.

Reinsurance assets are reviewed for impairment at each reporting date or more frequently when an indication of impairment arises during the
reporting year. Impairment occurs when there is objective evidence as a resuit of an event that occurred after initial recognition of the
reinsurance asset that the Company may not receive all outstanding amounts due under the terms of the contract and the event has a reliably
measurable impact on the amounts that the Company will receive from the reinsurer. The impairment loss is recorded in the income statement.

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Company and the revenue can be reliably
measured, regardless of when the payment is being made.

The specific recognition criteria described below must also be met before revenue is recognised.

Premium revenue

Premium revenue is recognised in the period in which the premiums are earned during the term of the contract that matches the incidence of
risk. The proportion of premiums not earned in the income statement at the reporting date is recognised in the balance sheet as a provision for
unearned premiums.

Other fee income
Fees relating to specific transactions or events are recognised in the income statement when the service is provided to the customer.

Interest income

The effective interest method is used to measure the interest income recognised in the income statement. The effective interest method is a
method of calculating the amortised cost of a financial asset or liability and of allocating the interest income or interest expense over the
relevant period to provide a constant yield to maturity.

Taxes
Current income tax

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the reporting
date, and any adjustment to tax payable in respect of previous years.

Deferred tax

Deferred tax is recognised using the balance sheet method, providing for temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is measured at the tax rates that are
expected to be applied to the temporary differences when they reverse, based on the laws that have been enacted or substantively enacted by
the reporting date.

Deferred tax liabilities are recognised for taxable temporary differences while deferred tax assets are recognised for all deductible temporary
differences, the carry forward or unused tax credits and any unused tax losses.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available against which temporary
differences can be utilised. Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable
that the related tax benefit will be realised.

GST

All revenues, expenses and assets are recognised net of goods and services taxes (GST) except where the GST is not recoverable. In these
circumstances the GST is included in the related asset or expense. Receivables and payables are reported inclusive of GST. The net GST payable
to or recoverable from the tax authorities as at balance date is included as a receivable or payable in the balance sheet. Cash flows are included
in the statement of cash flows on a net basis.
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STATEMENT OF ACCOUNTING POLICIES (continued)
for the year ended 31 March

Foreign currencies
Transactions in foreign currencies are translated to the functional currency of the Company at exchange rates at the dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are retranslated to the functional currency at the
exchange rate at that date. The foreign currency gain or loss on monetary items is the difference between amortised cost in the functional
currency at the beginning of the period, adjusted for effective interest and payments during the period, and the amortised cost in foreign
currency translated at the exchange rate at the end of the period.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are retranslated to the functional currency
at the exchange rate at the date that the fair value was determined. Foreign currency differences arising on retranslation are recognised in the
income statement.

Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity instrument of another
entity.

Initial recognition and measurement of financial assets

The company classifies its financial assets in the following measurement categories:
- Those to be measured subsequently at fair value through profit and loss, and
~ Those to be measured at amortised cost.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading and financial assets backing insurance contracts. The
Company has equity, debt securities and units in unlisted funds that are recognised at fair value through profit or loss. These assets are carried
in the balance sheet at fair value with net changes in fair value presented as finance costs (negative net changes in fair value) or finance income
(positive net changes in fair value) in the income statement.

Derecognition of financial assets
A financial asset is derecognised (i.e. removed from the Company's balance sheet) when:
- the rights to receive cash flows from the asset have expired; or

~ the Company has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the received cash flows in
full without material delay to a third party through a 'pass-through' arrangement; and either (a) the Company has transferred substantially
all the risks and rewards of the asset, or (b) the Company has neither transferred nor retained substantially all the risks and rewards of the
asset, but has transferred control of the asset.

Impairment of financial assets

Assets measured at fair value (like equity and debt securities), where changes in value are reflected in the income statement, are not subject to
impairment testing. Other assets such receivables are subject to impairment testing.

Asset quality

Past due assets are financial assets at amortised cost in which a customer has failed to make payment contractually due within their key terms,
and which are not impaired assets.

Initial recognition and measurement of financial liabilities

All of the Company's financial liabilities are recognised initially at fair value and in the case of loans and borrowings and payables, net of directly
attributable transaction costs. Financial liabilities are subsequently measured at amortised cost using the effective interest rate method.
Amortisation and foreign exchange gains and losses are recognised in the income statement.

The Company has not designated any financial liability as at fair value through profit or loss.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or expires. When an existing financial
liability is replaced by another from the same lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as the derecognition of the original liability and the recognition of a new liability. The
difference in the respective carrying amounts is recognised in the income statement.
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