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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
2024,

Financial Results

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

- Increase in insurance revenue from continuing operations to $576.0m from $505.5m,

- Increase in net investment income from continuing operations to $39.7m from $8.8m,

- Decrease in insurance service expense incurred from continuing operations to $374.1m from $812.1m,
- Increase in profit from continuing operations after tax to $74.7m profit from $19.6m loss.

Restated

2024 2023

$000 $000

Profit/ (Loss) from continuing operations before taxation 98,955 (27,798)
Taxation (24,261) 8,243
Profit/ (Loss) for the year 74,694 (19,555)

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

Share Capital
At 31 March 2024 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 contro! 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 meets on a regular basis.

The Board and Board Committees including relevant changes as at 31 March 2024

The Company's Directors are Sarah von Dadelszen (Chair), Geoff Copstick, Murray Taggart, Sinead Horgan, Sarah Smith, Debbie Hewitt,
Simon Hopcroft and Nicola Shadbolt.

The following are the Directors’ qualifications and expertise:

Sarah von Dadelszen

Sarah has spent the last 22 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. These include the New
Zealand Beef Council, Fonterra Shareholders Council, and New Zealand Young Farmers. Currently, Sarah sits on the Ballance Agri-
Nutrients Board and Centralines Ltd. Sarah also owns a farming business with sheep and beef and dairy interests.

Geoff Copstick

Geoff served as CFO of Gallagher Group in Hamilton for nine years and is now an independent Director on the Gallagher Board and Chair
of Gallagher's Audit & Risk Committee. He is an Independent Director of the Otinga Roa group of technology companies based in
Rangitikei. Geoff was Chair of ChildFund New Zealand and Independent Chair of Audit Risk and Investments for both Northland Regional
and Kaipara District Councils. Geoff and his wife farm cattle and Angora goats on 250 acres in Northland.

Murray Taggart

Murray and his family farm arable crops near Oxford in North Canterbury, following his early career with ANZ Bank. He was a Nuffield
scholar in 1996 and was awarded the Tasman region FMG Rural Excellence Award in 2006. Murray has been heavily Involved across the
primary sector with past roles as National Meat and Fibre Chair of Federated Farmers and as a Director of a number of companies across
the rural sector, including Ballance Agri-Nutrients Ltd, CRT Society Ltd and Alliance Group Ltd. Currently he chairs Taumata Plantations
Ltd.

Sinead Horgan

Sinead trained as a Chartered Accountant and has over 20 years' consulting and financial services experience. Sinead has held senior
roles in accounting, private equity and commercial banking across Europe, the Americas, Asia, Australia, and Aotearoa/ New Zealand.
She has a strong knowledge of financial services and risk and audit. Sinead is a Director of EcoCentral and FuselT, and a Director and
Chair of the Audit & Risk Committees of Rakon and Leighs Construction Ltd. She Is a Trustee of the Méia Health Foundation and Chair of
Assistance Dogs NZ Trust. Sinead has recently retired from her governance role at the Bank of China.
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Sarah Smith

Sarah is an insurance and banking professional with over 30 years’ experience, 15 of which have been in senior management. Sarah’s
more recent positions have included Chief Technology Officer of Heartland Bank, CEO of MARAC Insurance and General Manager of
Insurance for ANZ. Sarah is a Director of Metis Consulting, Partners Life Ltd, and Chair of Audit, Risk and Compliance Committee for
Consilium NZ Ltd. Sarah has a strong knowledge of the regulatory requirements and conduct and culture expectations of the Financial
Services industry.

Debbie Hewitt

Debbie's governance experience has always been aligned to the advancement of New Zealand's food and fibre sectors. She has a proven
background in both private and public sector governance. Current directorships include ROP2, a Rockit apple investor syndicate, and her

community focus Includes being Deputy Chair for Cranford Foundation Trust. Previous governance roles include serving as a Hawke's Bay
Regional Councillor and holding Director positions for Hawke’s Bay Regional Investment Company and Horticulture New Zealand. Debbie

was the co-founder of Hewitt Livestock Ltd and continues to run her family farm in Central Hawke's Bay.

Simon Hopcroft

Simon runs a dairy farming operation in Southland, is a former Fonterra Cooperative Councillor and was winner of the 2004 Young
Farmer of the Year contest. Simon has completed various governance and leadership courses including Fonterra’s *Governance
Development Programme’ and Farmlands ‘To the Core’ pragramme. He is also a Trustee for Southland Rural Support Trust. Through
Simon’s farming experience he understands the current risks and challenges facing many businesses and rural communities.

Nicola Shadbolt

Nicola Shadbolt is Chair of Plant & Food Research Institute and serves on the boards of the International Food & Agribusiness
Management Assoclation, the Kiwifruit Breeding Centre Ltd and as a voluntary appointed board member on Cooperative Business New
Zealand. She was an elected member of the Fonterra Board and a Climate Change Commissioner for nine and three years, respectively.
Nicola is a part-time Professor of Farm and Agribusiness Management at Massey University and Managing Director of three farming and
forestry equity partnerships. She was made an officer of the New Zealand Order of Merit for services to agribusiness in 2018.

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 Member Election & Special Director Appointment Policy which articulates the process for the election and appointment of
prospective Directors, as well as the evaluation of Member 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 be 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) The majority of Directors are required to be Members of FMG. Any associated insurance policies or transactions are administered
according to normal business practice.

(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 wiil 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.

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 was appointed as Auditors for the Company.
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INCOME STATEMENT
for the year ended 31 March

Notes

Insurance revenue
Insurance service expense 2
Insurance service result before reinsurance contracts held

Allocation of reinsurance premiums
Amounts recoverable from reinsurers for incurred claims
Net (expense)/ revenue from reinsurance contracts held

Insurance service result

Investment income 1
Net investment income

Net finance (expense)/income from insurance contracts
Net finance (expense)/income from reinsurance contracts
Net finance income

Net insurance and investment result

Other income

Other expenses

Profit/ (Loss) before income tax

Income tax (expense) / benefit 3
Net Profit/ (Loss)

Profit/ (Loss) from continuing operations for the year attributable
to shareholders

Total comprehensive income/ (loss) for the year, net of tax,
attributable to shareholders

Restated

2024 2023
$000 $000
576,037 505,474
(374,095) (812,081)
201,942 (306,607)
(71,608) (83,688)
(59,654) 360,089
(131,262) 276,401
70,680 (30,206)
39,742 8,758
39,742 8,758
(7,379) 12,169
8,118 (11,256)
739 913
111,161 (20,535)
1,682 1,164
(13,888) (8,427)
98,955 (27,798)
(24,261) 8,243
74,694 (19,555)
74,694 (19,555)
74,694 (19,555)

The Financial Statements should be read in conjunction with the Statement of Accounting Policies and Notes on pages 7 to

24,

The Company adopted NZ IFRS 17 Insurance Contracts from 1 April 2023 and has correspondingly restated the comparative

period. The impacts of adoption are detailed in the Statement of Accounting Policies.

EY
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STATEMENT OF CHANGES IN EQUITY
for the year ended 31 March

As at 31 March 2022, as previously reported
Impact on initial application of NZ IFRS 17
Restated balance as at 1 April 2022

For the year ended 31 March 2023
Total Profit/ (Loss) and other comprehensive income

Total Contributions by and Distributions to shareholders
As at 31 March 2023

For the year ended 31 March 2024
Total Profit/ (Loss) and other comprehensive income

Total Contributions by and Distributions to shareholders

As at 31 March 2024

Share Retained Total
Capital Earnings
$000 $000 $000
145,000 173,728 318,728
- 356 356
145,000 174,084 319,084
- (19,555) (19,555)
145,000 154,529 299,529
- 74,694 74,694
145,000 229,223 374,223

The Financial Statements should be read in conjunction with the Statement of Accounting Policies and Notes on pages 7 to

24,

The Company adopted NZ IFRS 17 Insurance Contracts from 1 April 2023 and has correspondingly restated the comparative

period. The impacts of adoption are detailed in the Statement of Accounting Policies.

EY
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BALANCE SHEET
as at 31 March

Restated
1 April
2024 2023 2022
Notes $000 $000 $000
Assets
Cash and cash equivalents 4 40,189 16,722 44,558
Other receivables 6 51 - =
Investments 5 591,970 497,331 457,137
Reinsurance contract assets 7,8 51,233 331,527 17,858
Related party receivable 13 383 - 1,517
Current tax asset - 7,724 =
Deferred tax assets 10 3,191 6,453 =
Total assets 687,017 859,757 521,070
Liabilities
Provision and other liabilities 11 26,836 11,713 1,507
Related party payable 13 - 1 =
Current tax liability 17,656 - 4,241
Insurance contract liabilities 7,8 268,302 548,514 196,038
Deferred tax liabilities 10 - - 200
Total liabilities 312,794 560,228 201,986
Net assets 374,223 299,529 319,084
Equity
Share capital 12 145,000 145,000 145,000
Retained earnings 229,223 154,529 174,084
Total equity 374,223 299,529 319,084

Signed on behalf of the Board of Directors, who authorised the issue of these Financial Statements on 21 June 2024.

Q/h/“\

S von Dadelszen s Horgan
Chair Director
21 June 2024 21 June 2024

The Financial Statements should be read in conjunction with the Statement of Accounting Policies and Notes on pages 7 to
24,

The Company adopted NZ IFRS 17 Insurance Contracts from 1 April 2023 and has correspondingly restated the comparative
period. The impacts of adoption are detailed in the Statement of Accounting Policies.
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STATEMENT OF CASH FLOWS
for the year ended 31 March

Restated
2024 2023
Notes $000 $000
Cash flows from operating activities
Premium and other receipts from clients 588,298 511,821
Reinsurance recoveries 243,879 8,421
Interest received 2,981 5,131
Other income 1,536 1,160
Claims paid (536,096) (326,442)
Cash paid to suppliers and employees (138,807) (126,343)
Reinsurance premium paid (86,729) (56,945)
Interest paid - -
Tax recovered/ (paid) 5,485 (8,690)
Net cash flows from operating activities 4 80,547 8,113
Cash flows from investing activities
Proceeds from the sale of investment securities 109,920 2,493
Outflows from investment dealings with fund managers (167,000) (38,442)
Net cash flows from investing activities (57,080) (35,949)
Cash flows from financing activities
Net cash flows from financing activities - -
Net decrease in cash and cash equivalents 23,467 (27,836)
Cash and cash equivalents at the beginning of the year 16,722 44,558
Cash and cash equivalents at the end of the year 4 40,189 16,722

The Financial Statements shouid be read in conjunction with the Statement of Accounting Policies and Notes on pages 7 to
24,

The Company adopted NZ IFRS 17 Insurance Contracts from 1 April 2023 and has correspondingly restated the comparative
period. The impacts of adoption are detailed in the Statement of Accounting Policies.
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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).

MATERIAL ACCOUNTING POLICIES
Basis of preparation

The financial statements have been prepared in accordance with the requirements of the Financial Markets Conduct Act 2013 and 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. The Company adopted NZ IFRS 17 Insurance Contracts from 1
April 2023 and has correspondingly restated the comparative period. The impacts of adoption are detailed in the accounting policies below.

Insurance and reinsurance 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.

Contracts under which the Company accepts significant insurance risk are classified as insurance contracts. Contracts held by the Company under which it
transfers significant insurance risk related to underlying insurance contracts are classified as reinsurance contracts held. The Company does not accept
insurance risk from other insurers. Insurance and reinsurance contracts also expose the Company to financial risk.

Insurance contracts issued and reinsurance contracts held do not include any material distinct components that require separation.

Insurance contract liabilities for incurred claims

The liabilities for incurred claims are measured as the best estimate of the present value of expected future payments for claims incurred at balance date.
The estimate is inclusive of claims management expenses required to settle the claim and includes a risk adjustment to allow for the uncertainty about the
amount and timing of future payments as the Company fulfils insurance contracts.

Reinsurance contract assets for incurred claims

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

Insurance contract liabilities for remaining coverage

On initial recognition of each group of insurance contracts, the carrying amount of the liability for remaining coverage is measured as the premiums
received. Subsequently, the carrying amount of the liability for remaining coverage is increased by any premiums received and decreased by the amount
recognised as insurance revenue for services provided.

The Company expects that the time between providing each part of the services and the related premium due date Is no more than a year. Accordingly,
the Company has chosen not to adjust the liability for remaining coverage to reflect the time value of money and the effect of financial risk.

If at any time during the coverage period, facts and circumstances indicate that a group of contracts is onerous, then the Company recognises a loss in the
Income Statement and increases the liability for remaining coverage to the extent that the current estimates of the fulfilment cash flows that relate to
remaining coverage exceed the carrying amount of the liability for remaining coverage. Any loss-recovery component is determined with reference to the
loss component recognised on underlying contracts and the recovery expected on such claims from reinsurance contracts held.

The Company applies the same accounting policies to measure a group of reinsurance contracts, adapted where necessary to reflect features that differ
from those of insurance contracts.

Insurance acquisition expense

The Company is eligible and chooses to recognise insurance acquisition cash flows as an expense immediately as incurred because all insurance contracts
issued have a coverage period of one year or less. The effect of electing to recognise insurance acquisition cash flows as an expense when incurred for a
group of insurance contracts is to increase the liability for remaining coverage and reduce the likelihood of any subsequent onerous contract loss.

EY
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STATEMENT OF ACCOUNTING POLICIES (continued)
for the year ended 31 March

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.

Insurance revenue
Insurance revenue is recognised on the basis of the passage of time, and recognised in the period in which the premiums are earned during the term of
the insurance contract.

The proportion of premiums received but not earned in the Income Statement at the reporting date is recognised in the Balance Sheet as insurance
contract liabilities for remaining coverage.

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

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. Interest income recognised on assets recorded at fair value through profit and loss Is recognised on a cash basis.

Allocation of reinsurance premiums

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 adjusted
against the reinsurance contract assets for remaining coverage.

Insurance finance income and expenses
Insurance finance income and expenses comprise changes in the carrying amounts of groups of insurance and reinsurance contracts arising from the
effects of the time value of money, financial risk and changes therein,

The Company presents finance income and expenses for all insurance and reinsurance contracts in profit or loss. The Company does not disaggregate
finance income and expenses between profit or loss and other comprehensive income because the related financial assets are managed on a fair value
basis and measured at fair value through profit or loss.

Cash and cash equivalents
Cash and cash equivalents in the Balance Sheet comprise cash at bank and on hand and short-term deposits with a maturity of three months or less. Cash
and cash equivalents are measured at amortised cost.

Other receivables

Other receivables within the scope of NZ IFRS 9 are managed to collect contractual cash flows and their contractual terms generate cash flows that are
solely payments of principal (and interest thereon, if any). Recelvables are initially recognised at fair value and are subsequently measured at amortised
cost less a provision for impairment if appropriate.

Any increase or decrease in the provision for impairment Is recognised in the Income Statement. When a receivable Is uncollectable, it is written off
against the provision for impairment account. Subsequent recoveries of amounts previously written off are credits against expenses.

Financial instruments
A financial instrument is any contract that gives rise to a financial asset of one entity and a finandial 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 are mandatorily measured at fair value through profit or loss. This is on the basis that the assets are a portfolio that is managed and
performance evaluated on a fair value basis. The Company has equity, debt securities and units in unlisted funds within this fair value portfolio. These
assets are carried in the Balance Sheet at fair value with net changes In fair value presented as investment loss (negative net changes in fair value) or
investment 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 vaiue are reflected in the Income Statement, are not subject to
impairment testing. Other assets such as receivables are subject to impalrment testing,

EY
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STATEMENT OF ACCOUNTING POLICIES (continued)
for the year ended 31 March

Asset quality

Past due assets are financial assets at amortised cost in which a client 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 oss.

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.

Fair value measurement

The fair value of financial instruments traded in active markets is based on quoted market prices at the balance sheet date. The quoted market price used
for financial assets held by the Company is the current bid price, the quoted market price for financial liabilities is the current offer price.

The fair value of financial instruments not traded in an active market is determined using valuation techniques. Valuation techniques include Net-Present-
Value techniques, discounted cash-flow methods, earning multiple valuation method and comparison to quoted market prices or dealer quotes for similar
instruments.

Provisions and other payables

Provisions are only recognised when the Company has a present legal or constructive obligation as a result of a past event or decision, and it is more likely
than not that an outflow of resources will be required to settle the obligation. Provisions are recognised at the best estimate of future cash flows
discounted to present value where the effect is material.

These amounts represent liabilities for goods and services provided to the Company prior to the end of the financial year which are unsettled. Payables are
initially recognised at fair value and subsequently measured at amortised cost. They are not discounted due to their short term nature.

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. Cash flows are included in the Statement of
Cash Flows on a net basis.

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.

EY
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STATEMENT OF ACCOUNTING POLICIES (continued)
for the year ended 31 March

Statement of Cash Flows
The Statement of Cash Flows is prepared exclusive of GST, which is consistent with the method used in the Income Statement. The following are
definitions of the terms used in the Statement of Cash Flows:

- cash is considered to be cash on hand and current accounts in banks, net of overdrafts,

- investing activities are those relating to the acquisition, holding and disposal of investments,

- financing activities are those activities which result in changes in the size and composition of the capital structure of the Company. This includes debt

not falling within the definition of cash, and
- operating activities include all transactions and other events that are not investing or financing activities.

SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The Company makes estimates and assumptions in respect of certain key assets and liabilities. Estimates and judgements are continually evaluated and
are based on historical experience and other factors, including expectations of future events that are believed to be reasonable under the circumstances.
The key areas where critical accounting estimates and assumptions are applied are noted below.

Insurance and reinsurance measurement approach
For insurance and reinsurance contracts issued the Company uses the premium allocation approach (PAA) to simplify the measurement of groups of
contracts on the following bases:

- the coverage period of each contract in the group is one year or less, including insurance contract services arising from all premiums within the
contract boundary, and

-~ for contracts with a coverage period longer than one year, the Company has modelled possible future scenarios and reasonably expects that the
measurement of the liability for remaining coverage for the group containing those contracts under the PAA would not differ materially from the
measurement that would be produced applying the General Model.

Aggregation and recognition of insurance and reinsurance contracts
Insurance contracts are aggregated into groups for measurement purposes. Groups of insurance contracts are determined by identifying portfolios of
insurance contracts, each comprising contracts subject to similar risks and managed together, and dividing each portfolio into annual cohorts (i.e. by
financial year of issue) and each annua! cohort into three groups based on the profitability of contracts:

~ contracts that are onerous on initial recognition,

- contracts that, on initial recognition, have no significant possibllity of becoming onerous subsequently, and

- remaining contracts in the annual cohort.

The Company assumes that no contracts in the portfolio are onerous at initial recognition unless facts and circumstances indicate otherwise. For contracts
that are not onerous, the Company assesses, at initial recognition, that there is no significant possibility of becoming onerous subsequently by assessing
the likelihood of changes in applicable facts and circumstances.

Reinsurance contracts held are aggregated applying the same principles set out above, except that the references to onerous contracts refer to contracts
on which there is a net gain on initial recognition.

The Company provides disclosures about insurance and reinsurance contracts by aggregating information at the entity level. This aggregation has been
determined based on how the Company is managed.

Insurance contract liabilities for incurred claims

The Company estimates the liability for incurred claims of a group of insurance contracts at the amount of the future cash flows relating to incurred claims.
A provision is made at the end of the year for the estimated cost of claims incurred but not settled at the balance sheet date, including:

~ claims which have been reported but not yet paid,

~ claims incurred but not yet reported,

~ claims incurred but not enough reported,

-~ the anticipated direct and indirect costs of settling these claims, and

- an explicit adjustment for non-financial risk (the risk adjustment) to reflect the compensation that the Company requires for bearing the uncertainty
about the amount and timing of the insurance contract cash flows.

In calculating the estimated cost of unpaid claims the Company uses a variety of estimation techniques, generally based on statistical analyses of historical
experience, which assumes that the development pattern of the current claims will be consistent with past experience. Claims are separated into classes of
business with broadly similar reporting and settlement behaviour and the results from each class combined to determine the value of unpaid claims. Gross
claims costs are established with a separate assessment of reinsurance.

Large claims impacting each relevant business class are generally assessed separately, being measured on a case-by-case basis or projected separately in
order to allow for the possible distortive effect of the development and Incidence of these large claims. Accumulations of losses from a single event are also
assessed separately to allow for delays in the settlement pattern and higher degrees of uncertainty as well as any reinsurance programmes that are
specific to these losses.

The Company applies discounting to adjust the liability for incurred claims future cash flows for the time value of money and effect of financial risk.

Some of the insurance contracts that have been written permit the Company to sell items acquired in settling a claim. The Company also has the right to
pursue third parties for payment of some or all costs. Estimates of salvage recoveries and subrogation reimbursements are considered as an allowance in
the measurement of ultimate claims costs.

Other key circumstances affecting the reliability of assumptions include variation in interest rates and delays in settlement.

The Company applies the same accounting judgements to measure a group of reinsurance contracts, adapted where necessary to reflect features that
differ from those of insurance contracts.

Further information is contained in Notes 7 and 8.
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STATEMENT OF ACCOUNTING POLICIES (continued)
for the year ended 31 March

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

In these financial statements, the Company has applied NZ IFRS 17 Insurance Contracts for the first time. The Company has not early adopted any other
standard, interpretation or amendment that has been issued but is not yet effective,

NZ IFRS 17 Insurance Contracts

NZ IFRS 17 replaces NZ IFRS 4 Insurance Contracts and has brought significant changes to the accounting for insurance and reinsurance contracts. The
Company has applied the transitional provisions in Appendix C to NZ IFRS 17 for the restatement of comparative information as summarised below.

Changes to classification and measurement

The adoption of NZ IFRS 17 did not change the classification of the Company’s insurance contracts. NZ IFRS 17 establishes principles for the recognition,
measurement, presentation and disclosure of insurance contracts issued and reinsurance contracts held by the Company. Under NZ IFRS 17, the
Company’s insurance contracts issued, and reinsurance contracts held are ail eligible to be measured by applying the PAA. The PAA simplifies the
measurement of insurance contracts in comparison with the General Model in NZ IFRS 17.

The measurement principles of the PAA differ from the “earned premium approach’ used by the Company under NZ IFRS 4 by the measurement of the
liability for remaining coverage involving an explicit evaluation of risk adjustment for non-financial risk when a group of contracts is onerous in order to
calculate a loss component. No material differences resulted from the adoption of NZ IFRS 17,

Changes to presentation and disclosure

For presentation in the Balance Sheet, the Company aggregates insurance contracts issued, and reinsurance contracts held, respectively and presents
separately:

- portfolios of insurance contracts issued that are assets,

- portfolios of insurance contracts issued that are liabilities,

- portfolios of reinsurance contracts held that are assets, and

- portfolios of reinsurance contracts held that are liabilities.

The portfolios referred to above are those established at initial recognition in accordance with the NZ IFRS 17 requirements.

The line item descriptions in the Income Statement and other comprehensive income have been changed significantly compared with the financial year
ended 31 March 2023 resulting from the adoption of NZ IFRS 17:

Presentation previously reported Presentation under NZ IFRS 17
Gross Written Premium
Movement in Unearned Premium
Qutwards Reinsurance Premium Expense Allocation of Reinsurance Premiums
Insurance Service Expense

Insurance Revenue

Claims Expense

Net finance income from insurance contracts
Insurance Service Expense
Other Income

Reinsurance and other recoveries revenue

Amounts recoverable from reinsurers for incurred claims
Net finance expense from reinsurance contracts

Other Income

Other Income Insurance Revenue

Allocation of Reinsurance Premuims

Other Expenses

Insurance Service Expense

Operating Expenses

Comparative figures

The Company has transitioned to NZ IFRS 17 from 1 April 2022, and comparative information has been restated accordingly. The Company has applied the
transition provisions in Appendix C to NZ IFRS 17 and has not disclosed the impact of the adoption of NZ IFRS 17 on each financial statement line item.
The effects of adopting NZ IFRS 17 are presented in the Statement of Changes in Equity.

On transition date, 1 April 2022, the Company:
- identified, recognised and measured each group of insurance and reinsurance contracts as if NZ IFRS 17 had always been applied;
- derecognised previously reported balances that would not have existed if NZ IFRS 17 had always been applied. These included:

- deferred acquisition costs for insurance contracts,

_ insurance and reinsurance related receivables and payables (under NZ IFRS 17, they are included in the measurement of the insurance and
reinsurance contracts),
and provisions for levies that are attributable to existing insurance contracts (under NZ IFRS 17, they are included in the measurement of the
insurance and reinsurance contracts), and

- recognised any resulting net difference in equity.

NEW STANDARDS AND INTERPRETATIONS NOT YET ADOPTED

There are no new standards and interpretations issued but are not yet effective for the period ending 31 March 2024 that are expected to have a material
impact on the Company.
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 March

1

INVESTMENT INCOME
2024 2023
$000 $000
Interest Income 2,835 5,125
Realised investment gain 2,507 2,493
Movement in financial assets at fair value through profit and loss 34,400 1,140
Total investment income 39,742 8,758
Interest income received on financlal assets measured at amortised cost for the year was $0.2m (2023: $1.7m).
INSURANCE SERVICE EXPENSE
2024 2023
$000 $000
Insurance service expense includes:
Auditors’ remuneration - audit of financial statements 139 129
Auditors’ remuneration ~ solvency returns 23 21
INCOME TAX Restated
2024 2023
$000 $000
a) Income tax expense/ (benefit) from continuing operations
Current tax expense/ (benefit) 20,999 (1,590)
Deferred tax expense/ (benefit) . 3,262 (6,653)
Income tax expense/ (benefit) for the year from continuing operations 24,261 (8,243)
b) Analysis of taxation expense - continuing and discontinued operations
Continuing operations 24,261 (8,243)
Income tax expense/ (benefit) for the year 24,261 (8,243)
¢) Numerical reconciliation of income tax expense to prima facie tax payable
Profit/ (Loss) before taxation
Continuing operations 98,955 (27,798)
Total Profit/ (Loss) before taxation 98,955 (27,798)
Prima facie income tax @ 28% 27,707 (7,783)
Tax effect of amounts which are non-deductible expenses/non-assessable revenue:
Non-assessable investment (income)/ loss and other items (4,401) (334)
Non-deductible expenses and other items 1,260 .
Imputation credits on dividends (131) (126)
Foreign tax credit (174) &
Income tax expense/ (benefit) for the year 24,261 (8,243)

The imputation credit account is held at the Group level and are disclosed in the Group Annual Report.
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for the year ended 31 March

4 CASH AND CASH EQUIVALENTS Restated
2024 2023
$000 $000

Cash at bank and in hand 40,189 16,722
a) Reconciliation of profit to net cash flows from operating activities
Profit/ (Loss) for the year 74,694 (19,555)
Adjustments for non-cash items
Movement in deferred tax 3,262 (2,031)
Movement in insurance contract liabilities (280,212) 352,562
Movement in reinsurance contract assets 280,294 (313,669)
Unrealised investment (gain)/ loss (35,052) (1,752)
(31,708) 35,110
Movements in other working capital items
Movement in other receivables (including related party receivables) (434) 1,518
Movement in provision and other liabilities (including related party receivables) 15,122 10,205
Movement in taxation payable 25,380 (16,672)
40,068 (4,949)
Items classified as investing activities
Realised investment (gain) (2,507) (2,493)
Net cash flows from operating activities 80,547 8,113

5 INVESTMENTS UNDER MANAGEMENT
2024 2023
$000 $000

Unit trust investments
New Zealand equities 18,203 17,114
Offshore equities 49,917 81,855
Fixed interest Investments - New Zealand 292,011 200,479
Fixed Interest investments - Offshore 86,921 77,265
Total unit trust investments 447,052 376,713
Fixed interest investments
Fixed interest investments - New Zealand 144,918 120,618
Total fixed interest investments 144,918 120,618
Total investments 591,970 497,331
Determination of fair value hierarchy 2024
Level Level Level Total
1 2 3 fair value
$000 $000 $000 $000
Financial assets at fair value through profit and loss:
Unit trust investments = 447,052 - 447,052
Fixed interest investments - 144,918 = 144,918
Total financial assets - 591,970 = 591,970
Determination of fair value hierarchy 2023
Level Level 1 Level Total
1 2 3 fair value
$000 $000 $000 $000
Financial assets at fair value through profit and loss:
Unit trust investments L 376,713 - 376,713
Fixed interest investments - 120,618 - 120,618
Total financial assets o 497,331 - 497,331
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5

INVESTMENTS UNDER MANAGEMENT (continued)

Included in the Level 1 category are financial assets and liabilities that are measured by reference to published quotes in an active market. A financial instrument is regarded
as quoted in an active market if quoted prices are readily and regularly available from an exchange, dealer, broker, industry group, pricing service or regulatory agency and
those prices represent actual and regularly occurring market transactions on an arm's length basis.

Level 2 financial assets and liabilities that are measured using a valuation technique based on assumptions that are supported by prices from observable current market
transactions are assets and liabilities for which pricing is obtained via pricing services but where prices have not been determined in an active market, financial assets with fair
values based on broker quotes, investments in private equity funds with fair values obtained via fund managers, and assets that are valued using the Company's own models
whereby the majority of assumptions are market observable,

Level 3 financial assets are valued based on non market observable inputs meaning that fair values are determined in whole or in part using a valuation technique (model)
based on assumptions that are neither supported by prices from observable current market transactions in the same instrument nor are they based on available market data.
Valuation techniques are used to the extent that observable inputs are not available, thereby allowing for situations In which there Is little, if any, market activity for the asset

or liability at the measurement date.

During the year there were no transfers between categories.

OTHER RECEIVABLES Restated
2024 2023
$000 $000

Other receivables 51 -

51 B

Current 51 -

There are no past due or impaired debtors or other receivables as at 31 March 2024.

INSURANCE AND REINSURANCE CONTRACTS

Restated

(a) Insurance contract liabilities and reinsurance contract assets 2024 2023
$000 $000

Insurance contract liabilities comprise:

Liabilities for incurred claims

Expected future cash flows including risk adjustment (undiscounted) 168,423 468,275

Discount to present value (6,253) (13,632)

162,170 454,643

Liabilities for remaining coverage 106,132 93,871

Insurance contract liahilities 268,302 548,514

Current 237,710 454,835

Non-current 30,592 93,679

Reinsurance contract assets comprise:

Assets for incurred claims

Expected future recoveries including risk adjustment (undiscounted) 63,439 345,546

Discount to present value (3,478) (11,596)

59,961 333,950

Assets for remaining coverage (8,728) (2,423)

Relnsurance contract assets 51,233 331,527

Current 34,199 254,821

Non-current 17,034 76,706
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7

INSURANCE AND REINSURANCE CONTRACTS (continued)

(b) Assumptions adopted in calculation of insurance contract liabilities and reinsurance contract assets
The effective date of the Actuarial Report on the Insurance Liabilities is 31 March 2024. The previous assessment of the Insurance Liabilities was performed at 31 March 2023.

The Actuarial Report was prepared by Margaret Cantwell, the Appointed Actuary, a fellow of the NZ Society of Actuaries and the Institute of Actuaries of Australia. The Actuary
is satisfied as to the accuracy of the data upon which the calculation of Insurance Liabilities has been made and Is satisfied that the accounting provisions held in respect of
the Insurance Liabilities are adequate.

The determination of the Insurance Liabilities has been prepared in accordance with New Zealand International Financlal Reporting Standard (NZ IFRS 17) and with the NZ
Society of Actuaries Professional Standard No. 30 governing technical liability valuations for General Insurance business.

Discount rates

Insurance contract liabilities are calculated by discounting expected future cash flows at a risk-free rate, plus an illiquidity premium where applicable. Risk free rates are
determined by reference to New Zealand Dollar swap rates with a term profile matching the cashflow forecast. The illiquidity premium, where applicable, reflects the liquidity
of the asset portfolio supporting the insurance liabilities.

The Company applies the same accounting policies to discount reinsurance contract assets, adapted where necessary to reflect features that differ from those of insurance
contract liabilities. To reflect the liquidity risk and non-performance of reinsurance counterparties, an adjustment is made to the risk-free discount rates applied to reinsurance
contract assets, determined using the long term average credit spread between NZ government bonds and Investment Grade corporate bonds, being of a similar rating to the
reinsurance contracts held. The rating applied is the weighted average credit rating of the counterparties in a portfolio of reinsurance contracts.

The discount rates have been expressed as a single discount rate determined as the average rate for a portfolio of that matches the liability cash flows by duration:

Restated

2024 2023

Insurance contracts issued 5.57% 5.01%
Reinsurance contracts held 5.99% 6.19%

Risk Adjustment

The Risk Adjustment for non-financial risk is the compensation that the Company requires for bearing the uncertainty about the amount and timing of the cash flows of
groups of insurance contracts. The Risk Adjustment reflects an amount that an insurer would rationally pay to remove the uncertainty that future cash flows will be different
from the expected value amount. FMG has determined the Risk Adjustment using a cost of capital technique. The return required from the insurance portfolio was compared
to the capital required to support the business over the long term. This return was applied to the net insurance liabilities and expressed as a Probability of Sufficiency,
resulting in a 70% Probability of Sufficiency. Both the gross insurance liabilities and reinsurance recoveries have had a Risk Adjustment added to give each item, and the net
result, this level of sufficiency.

Individua! portfolio Risk Adjustments for direct business and reinsurance were set at this level of sufficiency by considering the variability of past results taking into account:

- past volatility in general insurance claims,

- potential uncertainties relating to the actuarial models and assumptions,
- the quality of the underlying data used in the models,

- the insurance environment, and

- the diversification between different portfolios.

The estimate of uncertainty is generally greater for long tail classes when compared to short tail classes due to the longer time until settlement of outstanding claims.

The overall Risk Adjustment was determined allowing for diversification between the different portfolios and the relative uncertainty of each portfolio. The assumptions
regarding uncertainty for each class were applied to the gross central estimate and the reinsurance recoveries separately, and the results aggregated, allowing for
diversification, in order to arrive at an overall provision that is intended to have a 70% Probability of Sufficiency.

Key valuation assumptions
The key assumptions used in determining insurance liabilities are as follows:

Restated

2024 2023

Implicit Implicit

Claims Handling Expense ratio - liabilities for incurred claims % of incurred claims 1.27% 2.68%
Risk Adjustment - insurance contract liabilities for incurred claims % of gross liability 6.21% 6.15%
Risk Adjustment - reinsurance contract assets for incurred claims % of reinsurance recoveries 6.05% 6.02%
Weighted average expected term to settlement Years 0.57 0.92
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INSURANCE AND REINSURANCE CONTRACTS (continued)

(c) Development of claims

The following table shows the development of gross undiscounted liability for incurred claims relative to the current estimate of ultimate clalms costs for the five most recent
years.,

Accident year

2019 2020 2021 2022 2023 2024 Total
$000 $000 $000 $000 $000 $000 $000
Ultimate claims cost estimate
At end of accident year 177,007 212,499 230,811 274,844 674,212 315,818
One year later 179,875 211,517 224,577 273,661 618,527
Two years later 179,405 211,622 224,161 271,623
Three years later 179,250 212,067 224,421
Four years [ater 179,332 211,125
Five years later 179,408
Current net estimate of ultimate claims cost 179,408 211,125 224,421 271,623 618,527 315,818
Cumulative payments to date 179,254 210,879 224,199 268,801 557,480 222,785
Net undiscounted liability for incurred claims 154 246 222 2,822 61,047 93,033 157,524
Discount to present value (4) (12) (48) (439) (2,992) (2,409) (5,904)
Discounted liability for incurred claims 150 234 174 2,383 58,055 90,624 151,620
Prior years (2018 and prior) 7,250
Other incurred insurance expenses (6,498)
Risk adjustment 9,798
Gross liabilities for incurred claims 162,170
Amount recoverable from reinsurers (59,961)
Net liabilities for incurred claims 102,209

INSURANCE RISK

Insurance risk management policies and procedures

The insurance business of the Company involves a number of non-financial and financia! risks. Notes on the policies and procedures employed in managing these risks that
arise from insurance contracts are set out below. Other financial risks involving the Company are in Notes 14 to 16.

(i) Objectives In managing risks arising from insurance contracts and policies for mitigating those risks

The risk management activities include prudent underwriting, pricing, and management of risk including reinsurance together with claims management, reserving and
investment management. The objective of these disciplines is to maintain sustainable insurance operations.

The key policies in place to mitigate risk arising from writing insurance contracts include:
- comprehensive management Information systems and actuarial models using historical information to calculate premiums and monitor claims;
- the use of relnsurance to limit the Company's exposure;
- prudent investment management to match the Company’s liabilities; and
- capital management policies that require reserves sufficient to withstand the volatility expected in the performance of the insurance portfolio.

(it) Terms and conditions of insurance contracts that have a material effect on amount, timing and uncertainty of cash flows

The terms and conditions attached to insurance contracts affect the level of insurance risk accepted by the Company. Insurance and reinsurance contracts were written on
terms and conditions generally prevailing in the market at the time they were accepted. Such contracts transferred risk by indemnifying the insured against the occurrence of
specified events, There are no special terms and conditions in any non standard contracts that have a material impact on the Financial Statements.
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INSURANCE RISK (continued)

Sensitivity analysis

The impact of change in key variables on the liability for incurred claims and asset for incurred claims are set out below. Each change has been calculated in isolation to other
changes. The method used for deriving sensitivity information and significant variables did not change from the previous period. The impact on net profit after tax is the same
as the impact on equity.

Restated
2024 2023
Variable Impact on .. Impact on profit Impact on
Change in assumptions prof}tnzits; tax ::?t?:itazn(g::;: taxa(f,; ee';: of tap):o(fgr:;t:‘;f
reinsurance) of reinsurance) reinsurance) reinsurance)
$000 $000 $000 $000
Discount rate Increase of 1% 388 786 394 1,795
Decrease of 1% (397) (807) (403) (1,838)
Claims Handling Expense ratio Increase of 1% (912) 912 (1,514) 1,514
Decrease of 1% 912 {(912) 1,514 (1,514)
Risk Adjustment Increase of 1% (750) (750) (843) (843)
Decrease of 1% 750 750 843 843
Weighted average expected term to settlement Increase 0.5 years 1,919 3,225 1,586 8,525
Decrease 0.5 years (1,969) (3,313) (1,611) (8,749)

(a) Concentration of risk

FMG writes insurance contracts across the entire of New Zealand/ Aotearoa for a range of products on a Personal and Commercial basis. There Is diversification based on
location, class of business & the large number of policyholders.

The Company has a programme of reinsurance contracts to protect its insurance operations from volatility in claims costs due to high severity losses and catastrophic events.
The Company monitors areas of concentration risk and the reinsurance programme is constructed accordingly. No inward reinsurance is written by the Company.

Reinsurance is placed to cover losses in excess of the Company’s agreed retention for each class of business, using both automatic treaties and facuitative (one-off)
placements. Dependent upon the class of business either excess of loss or proportional reinsurance is used. The Catastrophe programme provides cover up to the estimated
losses from a 1 in 1,000 year event. Amounts recoverable from reinsurers are estimated in a manner consistent with underlying insurance contract liabilities and in
accordance with the reinsurance contracts.

(b) Liquidity risk for insurance contracts

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with settling insurance liabilities. In respect to catastrophic events, there is
also a liquidity risk assoclated with the timing differences between gross cash claim outflows and receipt of reinsurance recoveries.

The Company's Statement of Investment Policy and Objectives outlines liquidity requirements for this risk. Compliance with the policy is monitored and exposures and
breaches are reported to the Company's Risk and Audit Committee. The policy is regularly reviewed for pertinence and for changes in the risk environment, The Company
maintains a portfolio of highly marketable and diverse assets that can be easily liquidated in the event of an unforeseeable interruption of cash flow.

In respect to catastrophic events, the Company has the ability to request advance reinsurance recoveries from reinsurers for liquidity purposes to assist with insurance iiability
cash flows.

(c) Maturity profiles for insurance contract liabilities

The following table summarises the maturity profile of insurance contracts issued that are liabilities of the Company based on the estimates of the present value of the future
cash flows expected to be paid out in the periods presented.

2024
<1 year 1-2 years 2-3 years 3-4 years 4-5 years >5 years Total
$000 $000 $000 $000 $000 $000 $000
Net liability for incurred claims 88,295 10,134 2,171 816 519 274 102,209
2023
<1 year 1-2 years 2-3 years 3-4 years 4-5 years >5 years Total
$000 $000 $000 $000 $000 $000 $000
Net liability for incurred claims 109,651 5,966 2,839 1,230 599 408 120,693
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INSURANCE RISK (continued)
{d) Market risk for insurance contracts

Market risk is the risk that the fair value or future cash flows of an insurance contract issued or reinsurance contract held will fluctuate because of changes in market prices.
Market risk comprises three types of risk: foreign exchange rates (currency risk); market interest rates (interest rate risk); and market prices (price risk).

The Company's risk management framework sets out the assessment and determination of what constitutes market risk. Compliance with the framework is monitored and
exposures and breaches are reported to the Company's Risk and Audit Committee. The framework is reviewed regularly for pertinence and for changes in the risk
environment.

The Company's principal transactions are carried out in New Zealand dollars. Currency risk is considered not material for the Company.

The Company Is exposed to interest rate risk in respect of liabilities for incurred claims and assets for incurred claims where cash flows are not expacted to be settled within a
year from when Incurred, resulting in the balance being sensitive to interest rate movements.

The Company does not issue any participating contracts, Therefore, there are no insurance or reinsurance contracts which are exposed to price risk.

The nature of the Company's exposure to market risks and its objectives, policies and processes used to manage and measure the risks have not changed from the previous
period.

(e) Credit risk

Credit risk is the risk that one party to an insurance contract issued in an asset position or reinsurance contract held will cause a financial loss for the Company by failing to
settle the obligation.

The Company's risk management framework sets out the assessment and determination of what constitutes credit risk for it. Compliance with the framework is monitored
and exposures and breaches are reported to the Company's Risk and Audit Committee. The framework is reviewed regularly for pertinence and for changes in the risk
environment.

Reinsurance contracts are entered into with a number of reinsurers, all with a minimum credit rating of A- unless approved by the Board. The internal policy is to limit the
maximum exposure to a single reinsurer to 5%-25% of the reinsurance programme depending on the credit rating of the reinsurer.

The nature of the Company's exposure to market risks and its objectives, policies and processes used to manage and measure the risks have not changed from the previous
period.

(f) Insurer financial strength rating
The Company has a financial strength rating of A (Excellent) as accorded by the international rating agency AM Best Group on 29 February 2024 (2023: A (Excellent)).
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9

ROLL-FORWARD OF INSURANCE CONTRACT LIABILITY

The roll-forward of the net asset or liability for insurance contracts issued, showing the liability for remaining coverage and the liability claims for the Company, is disclosed in

the table below:

Insurance contracts

Net insurance contract liabilities / (assets) as at 1 April 2023

Insurance revenue
Insurance service expenses
Incurred claims and other expenses
Changes to liabilities for incurred claims
Insurance service result
Insurance finance expense
Total changes in the Income Statement
Cash flows
Premiums received
Claims and other expenses paid*
Total cash flows
Net insurance contract liabilities / (assets) as at 31 March 2024

Net insurance contract liabilities / (assets) as at 1 April 2022

Insurance revenue
Insurance service expenses
Incurred claims and other expenses
Changes to liabilities for incurred claims
Insurance service result
Insurance finance income
Total changes in the Income Statement
Cash flows
Premiums received
Claims and other expenses paid*
Total cash flows
Net insurance contract liabilities / (assets) as at 31 March 2023

2024
Liabllitles.for, remalning Liabilities for incurred claims Total
coverage
- Estimates of the .
Excluding loss Loss present value of " tnl]uil;
v Ponent ¢ ture cash flows  2¢IUstme
93,871 = 428,384 26,259 548,514
(576,037) - - - (576,037)
- - 523,837 5,568 529,405
- - (133,281) (22,029) (155,310)
(576,037) - 390,556 (16,461) (201,942)
- - 7,379 - 7,379
(576,037) - 397,935 (16,461) (194,563)
588,298 = - = 588,298
- - (673,947) - (673,947)
588,298 B (673,947) - (85,649)
106,132 - 152,372 9,798 268,302
2023
Liabilities for remaining coverage Liabilities for incurred claims Total
Excluding loss Loss Estimates of the Risk
component ¢ present value of diustment
P componen future cash flows adjustm
87,524 5 101,817 6,697 196,038
(505,474) - . - (505,474)
- - 637,113 25,176 662,289
- =S 155,406 (5,614) 149,792
(505,474) - 792,519 19,562 306,607
- - (12,169) - (12,169)
(505,474) - 780,350 19,562 294,438
511,821 - - - 511,821
- - (453,783) - (453,783)
511,821 - (453,783) 3 58,038
93,871 = 428,384 26,259 548,514

*Claims and other expenses paid excludes non-insurance related expense cash flows

19
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ROLL~-FORWARD OF INSURANCE CONTRACT LIABILITY (CONTINUED)

The roll-forward of the net asset or liability for reinsurance contracts held, showing the liability for remaining coverage and the liability claims for the Company, is disclosed in

the table below:

Reinsurance contracts

Net reinsurance contract assets/ (liabilities) as at 1 April 2023

An allocation of reinsurance premiums
Amounts recoverable from reinsurers for incurred claims

Amounts recoverable from reinsurers for incurred claims and other expenses

Changes to amounts recoverable for Incurred claims
Net income or expense from reinsurance contracts held
Reinsurance finance income
Total changes in the Income Statement
Cash flows
Premiums paid {including reinstatement premiums}
Amounts received
Total cash flows
Net reinsurance contract assets/ (liabilities) as at 31 March 2024

Net reinsurance contract assets/ (liabilities) as at 1 April 2022

An allocation of reinsurance premiums
Amounts recoverable from reinsurers for incurred claims

Amounts recoverable from reinsurers for incurred claims and other expenses

Changes to amounts recoverable for incurred claims
Net income or expense from reinsurance contracts held
Reinsurance finance expense
Total changes in the Income Statement
Cash flows
Premiums pald (including reinstatement premiums)
Amounts received
Total cash flows
Net reinsurance contract assets/ (liabilities) as at 31 March 2023

2024

Assets for remaining

Assets for incurred claims Total
coverage
Excluding loss Loss recovery E::.Isne]::evsa‘l’:::; Risk
ponent C p p adjustment
future cash flows
(2,423) - 314,279 19,671 331,527
(77,388) - 5,780 - (71,608)
= - 85,028 - 85,028
- - (128,623) (16,059) (144,682)
(77,388) - (37,815) (16,059) (131,262)
- - 8,118 - 8,118
(77,388) - (29,697) (16,059) (123,144)
71,083 - 15,646 - 86,729
- - (243,879) - (243,879)
71,083 - (228,233) - (157,150)
(8,728) - 56,349 3,612 51,233
2023
Assets for remaining coverage Assets for incurred claims Total
Excluding loss  Loss recovery Ei:;::teia?:g:; Risk
component component fEture cash flows adjustment
(2,961) * 19,779 1,040 17,858
(56,407) - {27,281) - (83,688)
= E 198,327 19,465 217,792
- - 143,131 (834) 142,297
(56,407} - 314,177 18,631 276,401
- - (11,256) - (11,256)
(56,407) = 302,921 18,631 265,145
56,945 N - - 56,945
- = (8,421) = (8,421)
56,945 - (8,421) - 48,524
(2,423) - 314,279 19,671 331,527

20

EY


KB983GQ
EY_Logo


FMG Insurance Limited
Annual Report 2024
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10

11

12

DEFERRED TAX

2024

Movements in deferred tax assets
Provisions and accruals

Tax losses

Total deferred tax assets

Movements in deferred tax liabilities
Liability for incurred claims
Total deferred tax liabilities

Deferred tax assets/ (liabilities), net

2023 (Restated)

Movements in deferred tax assets
Provisions and accruals

Tax losses

Total deferred tax assets

Movements in deferred tax liabilities
Liability for Incurred claims

Total deferred tax liabilities

Deferred tax assets/ (liabilities), net

Charged/ Closing
Opening balance (credited) to balance at
at profit and 31 March
1 April 2023 loss 2024
$000 $000 $000
3,467 (276) 3,191
3,456 (3,456) =
6,923 (3,732) 3,191
470 (470) ]
470 (470) N
6,453 (3,262) 3,191
Opening Charged/ Closing
balance at (credited) to balance at
1 April 2022  profit and loss 31 March 2023
$000 $000 $000
966 2,501 3,467
& 3,456 3,456
966 5,957 6,923
1,166 (696) 470
1,166 (696) 470
(200) 6,653 6,453

A deferred tax asset is recognised for tax losses carried forward to the extent that related tax benefits will be utilised through future taxable profits.
The Company adopted NZ IFRS 17 Insurance Contracts from 1 April 2023 and has correspondingly restated the comparative period. The impacts of adoption are detailed in

the Statement of Accounting Policies.

PROVISIONS AND OTHER LIABILITIES

Cther liabilities
Remediation provision

Current

Restated

2024 2023
$000 $000
4,556 3,306
22,280 8,407
26,836 11,713
26,836 11,713

The Company has recognised a provision for remediation issues. The provision reflects Management's best estimate of the amount to resolve those issues (including the
associated costs). It is possible that the final outcome could be below or above the provision depending on how the actual outcome differs from the assumptions used in
deriving the best estimate. Key areas of estimation uncertainty relate to incidence and resolution cost within the relevant population.

1t is expected the provision will be utilised within twelve months of balance date. No remediation payments were made In relation to these issues during the period.

Movements in the remediation provision during the financial year are set out below:

Remediation provision

CONTRIBUTED EQUITY

Fully paid ordinary shares at the beginning of the year
Fully paid ordinary shares at the end of the year

As at 31 March 2024 there were 14,500,000 ordinary shares (2023

Closing

Opening balance at
balance at Additional 31 March
1 April 2023 Utilised provision 2024
$000 $000 $000 $000
8,407 . 13,873 22,280
8,407 B 13,873 22,280
2024 2023

$000 $000

145,000 145,000

145,000 145,000

: 14,500,000 ordinary shares). Ordinary shares have no par value,
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13

14

15

RELATED PARTY TRANSACTIONS

The Parent, Farmers' Mutual Group provides underwriting, accounting, management and secretarial services for which It charges a management fee. This fee includes
Directors' fees paid on behalf of the Company. The fee charged for the period ended 31 March 2024 was $151.236m (2023: $140.774m).

The Company has advances from the Parent. As at 31 March 2024 $383k was receivable (2023: $1k payable). No interest is payable on current account balances. These
balances are repayable on demand. The Company has guaranteed the financial obligations of the Parent under an inter-entity bank guarantee. As at the Balance Sheet Date,
the maximum exposure under the bank guarantee is the amount of related party receivable recognised in the Balance Sheet.

Farmers' Mutual Group (FMG) is the ultimate controlling entity, FMG is incorporated in New Zealand/ Aotearoa and owns 100% of FMG Insurance Limited.

Directors hold various policies and accounts with FMG.

CREDIT RISK

Insurance credit risk
Credit risk relating to insurance contracts are discussed further in Note 8.

Other financial assets
With respect to credit risk arising from the other financial assets of the Company, which comprise cash and cash equivalents and financial assets, the Company's exposure to
credit risk arises from default of the counter party, with a maximum exposure equal to the carrylng amount of these instruments.

MARKET RISK

Insurance market risk
Market risk relating to insurance contracts are discussed further in Note 8.

Foreign exchange risk

The Company undertakes transactions denominated in forelgn currencies and resulting from these activities, exposures in foreign currency arise. The Company does not apply
hedge accounting. The exposure is not considered material.

Unit price risk
Unit price risk is the risk that the fair value of investments in unit trusts will decrease as a result of changes in unit prices. The Company holds all of its unit trust investments
at fair value through the profit and loss.

Unit price risk sensitivity analysis
The following table demonstrates the impact on profit and loss and equity of a reasonably possible change in unit prices prevailing at balance sheet date.

Impact on Impact on
profit equity
$000 $000

2024
10% increase in unit prices 44,705 44,705
10% decrease in unit prices (44,705) (44,705)
2023
10% Increase in unit prices 37,671 37,671
10% decrease in unit prices (37,671) (37,671)

Interest rate risk

Interest rate risk Is the risk that the value of the Company’s assets and liabilities will fluctuate due to changes in market interest rates. The Company’s exposure to directly
held fixed interest investments interest rate risk is represented by the fair value analysis shown in this note, The Company also holds cash and cash equivalents that expose
the Company to cash flow interest rate risk. The Company has exposure to interest rate risk via its fixed interest unit fund investments, which would result in change in unit
prices. Recelvables are shown at amortised cost and as such are not exposed to interest rate risk.

Fair value interest rate sensitivity analysis - fixed interest investments

Impact on Impact on
profit equity
$000 $000

2024
0.25% increase in interest rates (768) (768)
0.25% decrease in interest rates 768 768
2023
0.25% increase In interest rates (667) (667)
0.25% decrease in interest rates 667 667
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15

16

MARKET RISK (continued)

Interest rate cash flows risk analysis - bank balances
2024

0.25% increase in interest rates

0.25% decrease in interest rates

2023

0.25% increase in interest rates

0.25% decrease in interest rates

LIQUIDITY RISK

Insurance liquidity risk

Liquidity risk relating to insurance contracts are discussed further in Note 8.

The contractual cash flows of financial assets and liabilities are as follows:

2024

Financial assets

Bank deposits

Other current receivables
Related party receivable
Total financial assets

Financial Itabilities
Other current liabilities

2023
Financial assets
Bank deposits

Financial liabilities
Other current liabilities
Related party payable

There are no contractual cash flows of financial assets and liabiiities greater than 6 months,

Capital management
The Company's capital includes retained earnings.

Impact on
profit

$000
100
(100)

42
(42)

Weighted
average
interest rate

5.46%

3.14%

Impact on
equity
$000

100

(100)

42
(42)

0-6 months

$000

40,189
51
383
40,623

4,556

16,722

3,306

The Company's policy is to maintain a strong equity base so as to maintain Members', creditor and market confidence and to sustain future development of the business. The
impact of the level of capital on Members’ return Is also recognised and the Parent recognises the need to maintain a balance between the higher returns that might be

possible with greater gearing and the advantages and security afforded by a sound capital position.

FMG Insurance Limited, as an insurer licensed under the Insurance (Prudential Supervision) Act 2010, is required to disclose information with regards to its solvency position.
The Adjusted Prescribed Capital Requirement to be retained to meet solvency requirements is shown below. The methodology and basis for determining the Adjusted

Solvency Margin are in accordance with the requirements of the Interim Solvency Standard published by the Reserve Bank of New Zealand.

Solvency Capital

Adjusted Prescribed Capital Requirement
Adjusted Solvency Margin

Adjusted Solvency Ratio

2024
$000

377,401
120,482
256,919

3.13

The allocation of capital between operations and activities is, to a large extent, driven by optimisation of the return achieved on the capital allocated. The process of allocating

capital to operations and activities is undertaken independently of those responsible for the operation.
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16 LIQUIDITY RISK (continued)
The Company's policies in respect of capital management and aliocation are reviewed regularly by the Board of Directors.

The Company manages liquidity risk by maintaining adequate reserves and banking facilities by continuously monitoring forecast and actual cash flows and matching maturity
profiles of financial assets and liabilities. The Company also regularly reviews insurance premiums to ensure they are set at an appropriate level to cover insurance claims.

There have been no material changes in the Company's management of capital during the period. Minimum solvency has increased because of Catastrophe Risk Capital
Charges and Reinsurance Recovery Capital Charges.

17 COMMITMENTS
There are no capital commitments as at 31 March 2024 (2023: $Nil).

18 CONTINGENCIES
There are no contingent liabilities or assets as at 31 March 2024 (2023: $Nil),

19 SUBSEQUENT EVENTS
There are no subsequent events,
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Independent Auditor’'s Report to the Shareholder of FMG Insurance Limited
Opinion

We have audited the financial statements of FMG Insurance Limited (“the company") on pages 3 to 24, which
comprise the balance sheet of the company as at 31 March 2024, and the income statement, statement of
changes in equity and statement of cash flows for the year then ended of the company, and the notes to the
financial statements including material accounting policy information.

In our opinion, the financial statements on pages 3 to 24 present fairly, in all material respects, the financial
position of the company as at 31 March 2024 and its financial performance and cash flows for the year then
ended in accordance with New Zealand equivalents to International Financial Reporting Standards and
International Financial Reporting Standards.

This report is made solely to the company's shareholder. Our audit has been undertaken so that we might state to
the company's shareholder 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 and the company's shareholder, for our audit work, for this report, or for the opinions we have
formed.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (New Zealand). 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 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 we have fulfilled our other ethical responsibilities in
accordance with these requirements.

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

We provide assurance services in relation to the company’s solvency return. Partners and employees of our firm
may deal with the company on normal terms within the ordinary course of trading activities of the business of the
company. We have no other relationship with, or interest in, the company.

Key audit matters

Key audit matters are those matters that, in our professional judgment, 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, but we do not provide a separate opinion on
these matters. For each matter below, our description of how our audit addressed the matter is provided in that
context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the financial
statements section of the audit report, including in relation to these matters. Accordingly, our audit included the
performance of procedures designed to respond to our assessment of the risks of material misstatement of the
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financial statements. The results of our audit procedures, including the procedures performed to address the
matters below, provide the basis for our audit opinion on the accompanying financial statements.

Valuation of Liability for Incurred Claims

Why significant How our audit addressed the key audit matter

As at 31 March 2024, the Company recorded a
Liability for Incurred Claims of $162m (Notes 7 to

Our audit procedures included the following:

» Evaluating and testing key controls over the
9. claims assessment and settlement process;
The Compa‘rlly applied N% IFRS 17 Insurance »  Validating, on a sample basis, the cost associated
Con.tracts( NZ IFRS 17") for the first time from 1 with claims recorded in the year;
April 2023. This standard brought changes to the . . .
accounting for the Company's insurance and > Comparlng the claims data used by the m-house
reinsurance contracts. On transition net assets as Ap;iomt‘ed Actuary to the Company's claims
at 1 April 2022 increased by $356k. Details on the system,
transition approach are disclosed within the »  Utilising our actuarial specialists to review the
Statement of Accounting Policies. Liability for Incurred Claims valuation report
The Company's in-house Appointed Actuary prepared by the in-hous'e Appointed Actuary and
calculated the liability by considering relevant to et\r/]alctijalte Fhe apé)roprlatepess of tZg th
models, inputs and assumptions applicable to methodologies and assumptions Used in the .
Company. valuation against the requirements of NZ IFRS 17;
We considered the valuation of the Liability for > EvaIuatlng thef?EJe(’:Atlwty,tcadpibltlltles‘and
Incurred Claims to be a key audit matter because competence of the Appointed Actuary;
of the: » Analysing the Company’s accounting policies to

evaluate their compliance with the requirements
> financial significance of the Liability for of NZ IFRS 17;
Incurred Claims »  Assessing the adequacy of the Liability for

» degree of judgment in developing
assumptions and the complexity of
valuation models. The key inputs and
judgments involved in estimating the
Liability for Incurred Claims include:

- discount rates

- assumptions in relation to future
claims handling expenses

- assumptions as to the timing and
amount of reported claim payments

- assumptions in relation to the number

and size of claims incurred but not
reported

- allowance for risk in estimating future

cash flows through the inclusion of a
risk adjustment

»  The change in disclosures relating to the
introduction and application of NZ IFRS
17.

Details on the valuation techniques, inputs and

assumptions used are disclosed in Notes 7 and 8 of

the financial statements.

A member firm of Ernst & Young Global Limited
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Remediation Provision

Why significant

As at 31 March 2024, the Company recorded a
provision of $22.3m for remediation as described
in Note 11.

The provision is the Company's best estimate of
the costs expected to be incurred to discharge its
obligations in respect of remediation and has a
material impact on the financial statements. The
estimation of the amount and timing of the
obligation requires judgment.

For these reasons, we consider the valuation of the
remediation provision to be a key audit matter.

A member firm of Ernst & Young Global Limited

How our audit addressed the key audit matter

Our audit procedures included:

>

Obtaining and reviewing management's
accounting analysis summarising the provisions
recorded at 31 March 2024 and assessing these
against the recognition criteria within NZ IAS 37
Provisions, Contingent Liabilities and Contingent
Assets;

Testing the completeness of the dataset used for
estimating the provision with the assistance of our
IT specialists;

Selecting a sample of policies and claims and
recalculating the remediation provision;

Performing inquiries of management regarding
the nature of other costs expected to be incurred,
assessing the appropriateness of these and on a
sample basis corroborating their amount to
supporting documentation;

Assessing the completeness of remediation
matters through inquiries with management and
reviewing Remediation Project steering
Committee Minutes and the Company's reporting
to reqgulatory authorities; and

Assessing the related financial statement
disclosures against the requirements of NZ IAS
37.
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Information other than the financial statements and auditor's report

The directors of the company are responsible for the Annual Report, which includes information other than the
financial statements and auditor's report.

Our opinion on the financial statements does not cover the 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 during the audit, or otherwise appears to be materially misstated.

If, based upon 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.

Directors’ responsibilities for the financial statements

The directors are responsible, on behalf of the company, for the preparation and fair presentation of the financial
statements in accordance with New Zealand equivalents to International Financial Reporting Standards and
International Financial Reporting Standards, 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 on behalf of the company the
company'’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 company or cease
operations, or have no realistic alternative but to do so.

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 International Standards on Auditing (New Zealand) 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 the auditor’s responsibilities for the audit of the financial statements is located at the
External Reporting Board's website: https://www.xrb.govt.nz/standards-for-assurance-practitioners/auditors-
responsibilities/audit-report-2/. This description forms part of our auditor’s report.

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

éwffm

Chartered Accountants
Wellington
21 June 2024
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Appointed Actuary’s review of actuarial information for FMG Insurance Limited
in respect of 31 March 2024 Financial Statements

This report is prepared under section 78 of the Insurance (Prudential Supervision) Act 2010 (“the Act”) for
inclusion in the financial statements of FMG Insurance Limited (FMGIL).

It reports on the review by the Appointed Actuary, required under section 77 of the Act, of actuarial information in,
or used in the preparation of, the financial statements.

The report has been prepared by Margaret Cantwell; BSc, FIAA, FNZSA Appointed Actuary to FMGIL. | am an
employee of FMG and a policyholder of FMGIL. | have no other financial or ownership interest in FMGIL.

Itis FMGIL’s established policy to seek the advice of the Appointed Actuary in respect of all actuarial information
and to adopt that advice in its financial statements.

| was involved in the preparation of the Liability Valuation. These items have all been used without adjustment in
the financial statements, which | believe to be appropriate. The Standardised Insurance Items determined at the
same time have been used without adjustment in the solvency calculation, which again | believe to be
appropriate.

I have reviewed the actuarial information contained in, or used to prepare, the financial statements as at 31 March
2024. FMG has supplied me with all the information and explanations necessary to allow me to undertake this
review. There were no limitations placed on the scope of my review.

In summary, | can confirm that from an actuarial perspective:

e The actuarial information contained in the 31 March 2024 financial statements has been
appropriately included in those statements.

e The actuarial information used in the preparation of the 31 March 2024 financial statements has
been used appropriately.

e That in my opinion, as at 31 March 2024, FMGIL is maintaining an appropriate Solvency Margin as
defined in The Interim Solvency Standard issued by the Reserve Bank of New Zealand.

Margaret Cantwell
Appointed Actuary
FMGIL

Dated: 21 June 2024



