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Manchester Unity Friendly Society
Statement of Comprehensive Income

for the financial year ended 31 May 2014

Note Group and parent
2014 2013
$'000 $'000
Income and Expenses
Investment income including gains and losses 2a 3,364 4,989
Other income 2a 391 265
Other expenses 2b (2,695) (2,736)
1,061 2,518
Interest on District and Lodge deposits (164) (139)
Appropriations to Member Benefit Fund Liabilities 12 (379) (377)
518 2,002
Insurance Funds
Member insurance contributions 2a 1,634 1,739
Member insurance withdrawals and claims 2b (3,622) (3,824)
Change in life insurance contract obligations
- Contributions (1,634) (1,739)
- Withdrawals 622 3,824
- Society management fees 249 259
- Other acquisition costs 33 35
- Transfers 107 204
- Appropriations (1,878) (1,671)
14b 499 913
Net surplus/(deficit) for the year before taxation (971) 830
Taxation 3 = _
Net surplus/(deficit) for the year after taxation (971) 830
Other comprehensive income = =
Total comprehensive income attributable to members (971) 830

The accompanying notes form an integral part of these financial statements.



Manchester Unity Friendly Society
Statement of Financial Position

as at 31 May 2014

Note Group and parent
2014 2013
$'000 $'000

Assets

Cash and cash equivalents 4 7,110 6,597
Other financial assets designated at fair value through profit or

loss 5 52,381 52,596
Trade and other receivables 5 1,154 1,272
Other assets 6 50 43
Investment property 7 20,327 21,634
Property, plant & equipment 8 P 19
Intangible assets 9 4 8
Total assets 81,103 82,169
Liabilities

Trade and other payables 10 395 432
Other liabilities - contributions in advance 97 115
Other financial liabilities

-District, Lodge and other deposits 11 3,160 3,079
-Member benefit fund liabilities 12 10,466 10,080
Provisions 13 45 55
Member insurance contract obligations 14(b) 47,833 48,332
Total liabilities 61,998 62,093
Net assets 19,105 20,076
Equity

Retained earnings 15 5,274 4,886
Reserves

-District and lodge relief fund 968 968
-Society benevolent and emergency relief fund 597 643
Restricted reserves

-Lodge reserve 24 480 476
Other reserves

-Medical services reserve 2:511 2,404
-Medical services fund 750 750
-General reserve 8,525 9,950
Total Other Reserves 11,786 13,104
Total reserves 16 15 830 15,190
Total equity 19,105 20,076

The Directors of Manchester Unity Friendly Society authorised these financial statements for issue on 24 July 2014

B

i
- = A
Michael Ambrose
DIRECTOR

Signed: 24 July 2014

On behalf of the Board

Ingrid Taylor
CHAIR

The accompanying notes form an i'ntegrai part of these financial statements.
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Manchester Unity Friendly Society
Statement of Changes in Equity

for the financial year ended 31 May 2014

Note Group and parent
2014 2013
$'000 $'000
Opening equity 20,076 19,246
Net surplus/(deficit) for the year and total comprehensive income
attributable to members 15 (971) 830
Closing equity 19,105 20,076

The accompanying notes form an integral part of these financial statements.



Manchester Unity Friendly Society
Cash Flow Statement

for the financial year ended 31 May 2014

Note Group and parent

2014 2013

$'000 $'000
Cash flows from operating activities
Member contributions-insurance contracts 1,634 1,731
Interest received 5,202 3,314
Dividends received 168 156
Rental received 1, 52L 1,538
Member benefit fund contributions 494 369
Other income 391 81
Member withdrawals-insurance contracts (3,647) (3,824)
Member benefit fund withdrawals (534) (440)
Payments to suppliers and employees (2,654) (2,357)
Interest paid (164) (139)
Net cash inflow/(outflow) from operating activities 22 411 429
Cash flows from investing activities
Proceeds from sale of leasehold properties = 703
Proceeds from sale of holiday homes 438 1,145
Proceeds from realisation of financial assets designated at fair
value through profit or loss 7,126 7,986
Member IAB loan repayments 19 36
Maturity/(Purchase) of bank term deposits 5,850 (5,530)
Purchase of property, plant & equipment (86) =
Purchase of intangible assets = (8)
Purchase of investment properties % =
Purchase of financial assets (13,3175 (3,626)
Member IAB loan advances (10) (10)
Deposits received from Districts, Lodges and Credit Unions 146 1,144
Deposit repayments to Districts, Lodges and Credit Unions (64) (117)
Net cash inflow/(outflow) from investing activities 102 1723
Net increase/ (decrease) in cash held i 2,152
Opening cash and cash equivalents 6;597 4,445
Closing cash and cash equivalents B 7,110 6,597

The accompanying notes form an integral part of these financial statements.



Manchester Unity Friendly Society
Notes to the Financial Statements

for the financial year ended 31 May 2014
1. Summary of accounting policies

Reporting entity

Manchester Unity Friendly Society (Manchester Unity/the Society) is a Friendly Society registered pursuant to the Friendly
Societies and Credit Unions Act 1982. Its principal purpose is to provide financial products, including insurance products,
affordable holiday accommodation and fraternal services for the benefit of its members. Manchester Unity is an issuer for
the purposes of the Financial Reporting Act 1993 and its financial statements comply with that Act. Its registered office is
located at 142 Lambton Quay, Wellington, New Zealand.

Manchester Unity (the parent) and Unity Ltd comprise the Manchester Unity Friendly Society Group (the group). Values in
these financial statements represent those of the parent and the group which are substantially the same.

The financial statements do not include the operations of Manchester Unity Friendly Society Districts, Lodges
and Credit Union, which are separately registered and accounted for.

Statement of compliance

The financial statements have been prepared in accordance with Generally Accepted Accounting Practice in

New Zealand (NZ GAAP). They comply with New Zealand equivalents to International Financial Reporting Standards
(NZ IFRS) and other applicable financial reporting standards as appropriate for profit-oriented entities.

The financial statements comply with the International Financial Reporting Standards (IFRS).

Basis of preparation

The financial statements have been prepared on the basis of historical cost, except for investment properties

and those financial instruments which are measured at fair value. Cost is based on the consideration given in exchange
for assets.

The functional and reporting currency used in preparation of the financial statements is New Zealand dollars,
rounded to the nearest thousand.

Accounting policies are selected and applied in @ manner which ensures that the resulting financial information
satisfies the concepts of relevance and reliability, thereby ensuring that the substance of the underlying
transactions or other events is reported.

Significant accounting policies
The following significant accounting policies have been adopted in the preparation and presentation of the
financial statements.

Principles of consolidation

The group financial statements are prepared by combining the financial statements of all the entities
that comprise the group, being Manchester Unity and its subsidiary. Details of the subsidiary

are in note 17.

On acquisition, the assets, and liabilities of a subsidiary are measured at their fair values. Any excess of the
cost of acquisition over the fair value is recognised as goodwill. All intercompany balances and transactions are
eliminated in full on consolidation.

Contributions revenue
Contributions are recognised in the statement of comprehensive income from the attachment date in accordance

with the pattern of incidence of risk expected over the term of the contract.

Contributions in advance

Contributions in advance relates only to the medical services fund and includes the written contribution policies, gross of
commission payable to intermediaries, attributable to subsequent periods. The change in the contributions in advance is
taken to the statement of comprehensive income in order that revenue is recognised over the period of risk.



Manchester Unity Friendly Society
Notes to the Financial Statements

for the financial year ended 31 May 2014

Member insurance contract obligations

An insurance contract is defined as a contract under which one party (the insurer) accepts significant insurance
risk from another party (the policyholder) by agreeing to compensate the policyholder if a specified

uncertain future event (the insured event) adversely affects the policyholder.

The Society’s member insurance contracts obligations are accounted for in accordance with NZ IFRS 4 - Insurance Contracts
Appendix C - "Life Insurance Entities".

The valuation of insurance contract obligations is calculated using the Margin on Services (*“M0S”) methodology in accordance
with New Zealand Society of Actuaries Professional Standard 3, Determination of Life Insurance Policy Liabilities. MoS is
designed to recognise profits on insurance contracts as services are provided to policyholders.

Profits are deferred and amortised over the life of policies, while losses are recognised immediately as they arise.

Those products which expose the group to insurance risk are outlined in note 14(a). While some of these products
include an insurance component and a deposit component, the Directors after obtaining advice from the

Actuary, have determined that these components cannot be unbundled. Therefore the deposit components
(contributions and withdrawals) and the insurance components (premiums and claims) are included in the
statement of comprehensive income as contributions and withdrawals.

Interest and dividends

For financial instruments measured at fair value, interest income is recognised on an accruals basis either daily,
or on a yield to maturity basis. All other interest revenue is recognised on a time proportionate basis that takes
into account the effective yield on the financial asset. Dividend revenue is recognised when the right to receive
payment has been established.

Rental income
Rental income from investment properties is accounted for on a straight line basis over the term of the lease.

Financial assets
Financial assets are recognised and derecognised on settlement date and are initially measured at fair value
including any transaction costs.

Financial assets at fair value through profit or loss

The group's cash, fixed interest securities, and equity instruments are managed as one portfolio and have
been determined as being held to back member insurance contract obligations and other activities and are
therefore designated as 'at fair value through profit or loss'.

They are stated at fair value, with any resultant gain or loss recognised in comprehensive income, except that interest
income and dividends are shown separately, and accrued interest is separated from the fair value of cash and fixed
interest instruments and included in trade and other receivables. Fair value is determined in the manner described in
note 23(i).

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand, cash in banks and investments in money market instruments.

Loans and receivables
Trade and other receivables, loans, mortgages and other receivables are recorded at amortised cost less impairment.

Investment in subsidiary
The parent financial statements recognise the investment in its subsidiary at cost less impairment.



Manchester Unity Friendly Society
Notes to the Financial Statements

for the financial year ended 31 May 2014

Financial assets (cont'd)

Inventory

Inventory is valued at the lower of cost and net realisable value. Cost is assigned on a first in first out basis.
Net realisable value represents the estimated selling price less all estimated costs of completion and costs
to be incurred in marketing, selling and distribution.

Investment property

The group's investment properties have been determined as being held to back member insurance contract obligations
and other activities. They are measured at fair value at the reporting date. Gains or losses arising from changes in the fair
value of investment properties are included in the statement of comprehensive income in the period in which they arise.

Unrealised gains/losses

Unrealised gains/losses on investment properties and financial assets at fair value through profit or loss are not
represented by cash funds. Accordingly the Directors do not consider it appropriate to make such gains and
losses available for distribution.

Gains and losses are transferred from retained earnings to the general reserve account and released to retained
earnings when the asset is realised.

Property, plant & equipment
Property, plant & equipment is stated at cost less accumulated depreciation and impairment.
Cost includes expenditure that is directly attributable to the acquisition of an item.

Depreciation is provided on items of property, plant & equipment. Depreciation is calculated on a straight line
basis so as to write off the net cost over its expected useful life to its estimated residual value. Leasehold
improvements are depreciated over the period of the lease or estimated useful life whichever is the shorter,
using the straight line method.

The estimated useful lives, residual values and depreciation method is reviewed at the end of each annual
reporting period. The following estimated useful lives are used in the calculation of depreciation:

Years
Plant & equipment 5
Leasehold improvements 6
Computer hardware 3

Intangibles
Software is a finite life intangible and is recorded at cost less accumulated amortisation and impairment.
Amortisation is charged on a straight-line basis over its estimated useful life of three years.

The estimated useful life and amortisation method is reviewed at the end of each annual reporting period.

Impairment of assets

At each reporting date, the group reviews the carrying amount of its assets to determine whether there is any
indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount
of the asset is estimated in order to determine the extent of the impairment loss (if any).

Recoverable amount is the higher of fair value less costs to sell, and value in use. In assessing value in use,
the estimated future cash flows are discounted to their present value using an appropriate discount rate.

If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying amount is
reduced to its recoverable amount. An impairment loss is recognised immediately in profit or loss, unless the
relevant asset is carried at fair value, in which case the impairment loss is treated as a revaluation decrease.



Manchester Unity Friendly Society
Notes to the Financial Statements

for the financial year ended 31 May 2014

Impairment of assets (cont'd)

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the

revised estimate of its recoverable amount, but only to the extent that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been recognised for the
asset. A reversal of an impairment loss is recognised in profit or loss immediately, unless the relevant asset is

carried at fair value, in which case the reversal is treated as a revaluation increase.

Financial liabilities

Trade and other payables

Trade and other payables are recognised when the group becomes obliged to make future payments
resulting from the purchase of goods and services. Trade and other payables are recorded at amortised cost.

District, Lodge and other deposits
The group manages deposits received from Districts and Lodges which are then invested on their behalf.

District, Lodge and Credit Union deposits are recognised as a financial liability upon receipt of the funds.
Subsequent to initial recognition, the carrying value of the deposits is measured at amortised cost. This is considered
to be equivalent to fair value as the majority of deposits are held on call or on short maturity dates (less than 1 year).

Member benefit fund liabilities
Details of the individual benefit funds held by the group for members are detailed in note 12.

Member benefit fund liabilities are recognised as a financial liability upon receipt of the funds. As Manchester
Unity does not have an unconditional right to defer payment of these funds, they are recognised at their initial
value plus appropriations made. This value represents the amount that may be called.

Leases

Parent as lessee

All operating lease payments, where substantially all the risks and benefits remain with the lessor, are
charged as an expense on a straight line basis over the lease term, unless another systematic method of
allocation is more appropriate.

Parent as lessor
Rental income from investment properties is recognised in comprehensive income on a straight-line basis over the
term of the lease.

Goods and services tax
Revenues, expenses, assets and liabilities are recognised net of the amount of goods and services tax (GST),
except for receivables and payables which are recognised inclusive of GST.

Cash flows are included in the cash flow statement on a net basis. The GST component of cash flows arising
from investing and financing activities which is recoverable from, or payable to, the Inland Revenue Department
is classified as an operating cash flow.

Provisions

Provisions are recognised when the group has a present obligation as a result of a past event, the future
sacrifice of economic benefits is probable, and the amount of the provision can be measured reliably.
Provisions are recognised as the best estimate of the consideration required to settle the present obligation
at balance date, taking into account the risks and uncertainties surrounding the obligation.

10



Manchester Unity Friendly Society
Notes to the Financial Statements

for the financial year ended 31 May 2014

Taxation
Taxation is accounted for on the following basis:

Current tax

Current tax is calculated by reference to the amount of income taxes payable or recoverable in respect of the
taxable profit or loss for the period. It is calculated using tax rates and tax laws that have been enacted or
substantively enacted by reporting date. Current tax for current and prior periods is recognised as a liability
(or asset) to the extent that it is unpaid (or refundable).

Deferred tax

Deferred tax is accounted for using the comprehensive balance sheet method in respect of temporary differences
arising from differences between the carrying amount of assets and liabilities in the financial statements and

the corresponding tax base of those items.

Deferred tax assets arising from deductible temporary differences are only recognised to the extent it is probable
that there will be sufficient taxable profits against which to utilise the benefits of the temporary differences in the
foreseeable future.

Appropriations

Manchester Unity’s investment policy is for all funds to be invested in a mix of asset classes including investment
properties, fixed interest securities, equities and short term cash deposits. The investment income, excluding any
unrealised gains or losses, and other income (after deduction of management, administrative, fraternal, property,
interest and other expenses) is available for appropriation to member insurance contract obligations, member share
funds, other member benefit funds and reserves. In accordance with the Board Charter the Directors will determine
the appropriations to these funds and the transfers to reserves on an annual basis.

Reserves
Certain monies are held aside in reserves, as disclosed in note 16. Movements in these reserves are recognised
as transfers to and from retained earnings.

Cash flow statement

For the purpose of the cash flow statement, cash and cash equivalents include cash on hand and in banks and

term deposit investments with less than 90 days to maturity, net of outstanding bank overdrafts. The following terms
are used in the cash flow statement:

Operating activities: are the principal revenue producing activities of the Society and other activities that are not
investing or financing activities.

Investing activities: are the acquisition and disposal of long term assets, deposits received from and repaid to
Districts and Lodges and other investments not included in cash equivalents.

Critical accounting estimates and judgements

The preparation of financial statements requires management to make judgements, estimates and assumptions
that affect the application of accounting policies and the reported amount of assets, liabilities, income and
expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an on going basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised and any future periods affected.

In particular, information about significant areas of estimation uncertainty and critical judgements in applying
accounting policies that have the most significant effect on the amount recognised in the financial statements

are described in the following notes:

- Note 7 - valuation of investment properties (estimation)
- Note 14 - unbundling of premiums and claims (judgement)

11



Manchester Unity Friendly Society
Notes to the Financial Statements

for the financial year ended 31 May 2014

Standards or interpretations adopted

NZ IFRS 13 - "Fair Value Measurement" replaces the fair value measurement guidance contained in individual

IFRSs with a single source of fair value measurement guidance. It defines fair value, establishes a framework

for measuring fair value and sets out disclosure requirements for fair value measurements. It explains how to
measure fair value when it is required or permitted by other IFRSs. It does not introduce new requirements to
measure assets or liabilities at fair value nor does it eliminate the practicality exceptions to fair value measurements
that currently exist in certain standards.

The adoption of the amendments had no impact on recognition or measurement of financials assets and changes are
limited to presentation and disclosures.

Standards or interpretations not yet effective

Various standards, amendments and interpretations have been issued by the External Reporting Board but have not
been adopted by the group as they are not yet effective. The table below sets out the standards, amendments and
interpretations which are considered to be relevant to the Society and Group but are not expected to have a material
impact on the Society or Group’s financial position and results in the period of initial application.

Effective for

annual
reporting Expected to be
periods initially applied
beginning on or in the financial
Standard/Interpretation after year ending
NZ IFRS 9 ‘Financial Instruments’ 1 January 2017 31 May 2018
*Revised NZ IFRS 9 ‘Financial Instruments’ 1 January 2017 31 May 2018

Comparative amounts
The presentation and classification of items in the financial statements is consistent in the current period with the
prior year.

Change in accounting policies

There have been no changes in accounting policies during the year.

12



Manchester Unity Friendly Society
Notes to the Financial Statements

for the financial year ended 31 May 2014

2. Comprehensive income attributable to members

(a) Revenue

2014 2013
$'000 $'000
Revenue from continuing operations
consisted of the following items:
Member insurance contributions:
Increasing Assurance Benefit 287 302
Funeral Fund 347 381
Medical Services Fund 945 997
Society Sickness Benefit = 1
Education Support Plan 55 58
Total member insurance contributions 1,634 1,739
Investment and other income
Investment properties - rental income:
Commercial properties rental income 1,522 1,081
Leasehold properties rental income 270 283
Holiday accommodation rental income 130 173
Total rental income 1,521 1,538
Interest income:
Bank deposits 825 700
Income from loans and receivables 38 40
Fixed interest securities 2,207 2,474
Total interest income 3,070 3,214
Dividend income 168 159
Investment gains and losses
Revaluation of investment property (854) (316)
Realised gain/(loss) on disposal of investment property (14) 197
Realised gain/(loss) on sale of financial assets
designated at fair value through profit or loss - 47
Change in fair value of financial assets designated at
fair value through profit or loss (528) 151
Total investment gains and losses (1,395) 78
Total investment income including gains and
losses 3,364 4,989
Other income:
Unity Ltd revenue from web hosting - =
Management fee Unity Ltd = i3
Member management fees 224 136
Other income 167 116

Total other income 391 265




Manchester Unity Friendly Society
Notes to the Financial Statements

for the financial year ended 31 May 2014

2. Comprehensive income attributable to members (cont'd)

(b) Comprehensive income before tax

Note 2014 2013
$'000 $'000

Comprehensive income for the period has
been arrived at after charging the following
expenses from continuing operations:
Member insurance withdrawals and claims:
Increasing Assurance Benefit 1,813 2,058
Funeral Fund 1= MESs 1,087
Medical Services Fund 652 648
Society Sickness Benefit 16 13
Education Support Plan 29 19
Total insurance withdrawals and claims 3,622 3,824
Other expenses
Directors' fees and expenses 236 216
Operational plan for the future 8 3
Employee expenses A 151530 1,149
Auditors remuneration - audit fees* B 73 84
Other professional fees e 323 260
Fraternal Council 139 127
Rent and other occupancy expenses 125 206
Travel expenses 30 30
Office administration 113 130
Insurance 83 84
Communications 41 46
Marketing expenses = 6
Computer expenses 37 35
Other expenses 102 72
Direct property expenses of investment properties:
- Commercial properties 46 67
- Leasehold properties & it
- Holiday accommodation properties 94 122
Depreciation (note 8) 30 28
Amortisation of software (note 9) 5 8
Society Benevolent Fund grants 46 26
Commissions expense 33 35
Total other expenses 2,695 2,736

Note A - Includes contributions to Kiwisaver a defined contribution pension plan of $21,000 (2013;$12,000).
The Society has no other obligation to provide pension benefits to employees.
Note B - The auditor of Manchester Unity is Deloitte.

Note C - In addition to the statutory audit fee Deloitte also received $9,000 (2013; $15,000) for the Reserve

Bank solvency return assurance and $48,000 (2013; $800) for tax related advice.
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