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Directors' Statement

The Board of Directors present their Annual Report including the financial statements of the Company for the

twelve-month period ended 31 March 2023.

The shareholder of the Company has exercised their right under section 211(3) of the Companies Act 1993
that this Annual Report need not comply with any of paragraphs (a), and (e) to (j) of section 211(1) of the Act.

For and on behalf of the Board on 19 July 2023:

Mark O'Connor Sarah Brown
Chair Director
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Statement of Corporate Governance

Board of Directors

Southsure Assurance Limited is governed by a Board of
Directors who are elected by the shareholder and are
accountable for the performance of the Company and
compliance by the Company with laws and standards.

All current Directors have been assessed by the Board
in accordance with the Company’s Fit and Proper Policy
and have been certified as meeting the Reserve Bank
of New Zealand’s Fit and Proper Standard for directors
of licenced insurers.

Board Role and Charter

The Board's role is one of governance, rather than
management. To facilitate performance of this role the
Company has in place a comprehensive governance
framework for which the Board Charter is the
cornerstone document. The Board Charter describes
the Board's governance role, procedures and
responsibilities.

The Board is required to fulfil a number of statutory
obligations, most notable under the Companies Act
1993 and the Insurance (Prudential Supervision) Act
2010. In addition, the Board's activities are guided by
the Company's Constitution.

The governance framework provides the structure by
which the Board promotes and protects the Company's
interests for the benefit of its respective stakeholders
including the shareholder, policyholders and
employees.

The Board's ultimate objective is to ensure the
Company has a sustainable future and to deliver
maximum value to its shareholder.

In performing their role, the Board's broad areas of
focus are:

= Regulatory and policy compliance

= Strategy development and direction

= Policy development

= Operational oversight

Specifically, the Board:

= ensures long-term and short-term business
objectives and appropriate business strategies
are in place and provides guidance and direction
in the formation of the same

= approves and monitors financial and other
reporting, ensuring the financial statements
accurately reflect the Company's position and
conform with legislative requirements

= monitor senior management's performance and
implementation of strategy, ensuring appropriate
resources are available

= ensures that business is carried out in accordance
with all statutory and legal requirements and the
terms of the Constitution

= ensures that appropriate internal controls,
policies and processes are in place to manage
potential and relevant risks. To this end the
Company has established a comprehensive Risk
Management Programme
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The Board meets formally at least four times per year.
At each normal meeting the agenda will include the
Company's Register of Directors Interests, a report
from management covering operational and financial
performance, specific  proposals for capital
expenditure and acquisitions and major issues and
opportunities.

The Board will at least annually review the goals and
strategies, approve budgets and financial statements
and undertake other activities outlined in the Board
Charter.

The Board reviews its own performance annually.

Board Membership

The Company’s Constitution sets the size of the
Board. The Board currently comprises three
independent and two non-independent directors.
Their qualifications and experience are set out on
page 4 of this report.

The Board Charter sets out policies and procedures
covering the appointment and removal, proceedings,
powers and duties, remunerations and expenses of
directors.

Delegational Framework

The Board has delegated responsibility for the overall
management and profit performance of Southsure
Assurance Limited including the day-to-day
operations and administration to the Chief Executive
Officer (CEQ). The CEO manages the business in
accordance with the Policies, Budget, Annual Plan,
and Strategies approved by the Board. The CEO has
the power to manage the business, subject to Board
approved authority limits.

Committees

The Board has formally constituted one Board
committee - the Audit and Risk Committee. The Audit
and Risk Committee is governed by its own Charter.
The primary objectives of the Audit and Risk
Committee are:

to set the principles and standards with respect to
internal controls, accounting policies and the nature,
scope, objectives and functions of external and
internal audit

ensures the efficient and effective management of all
business risk, and the efficient and effective
compliance with relevant legal and company policy
requirements

to assist and advise the Board on the appointment,
remunerations, development and performance
management of Directors and the CEO.

The current composition of the Audit and Risk
Committee is Mr Tim Loan (Chairman), Mr Mark
O’Connor, Mr Joe O’Connell, Mr Tony Gaskin, Mrs
Rowena Thompson and Mrs Sarah Brown.



Directors' Profiles

M P [Mark] O’Connor BCom, FCA, FNZIM

Mark was appointed a Southsure director in September
2021 and took the role of Chair from 31 March 2022.

Mark is a qualified accountant who has primarily been
involved in senior management roles in the New
Zealand port sector for more than 25 years. He is the
former CEO of NZX-listed company South Port NZ, a
position he held for 18 years.

Mark is also a director of the SBS Bank Board and
Nevele R Stud and the former chairman of private
equity fund Invest South. He also chairs the SBS Bank
Group Audit and Risk Committee.

A ] [Joe] O'Connell Bcom, FCA, CF IntD

Joe was appointed a Southsure director in September
2018.

Joe serves as a director on several companies and was
the Chairman of Invercargill Airport Limited from 2011
to 2016. Joe is a director of SBS Bank and is Chair of
this Board.

Joe has worked in many industries including transport,
timber, concrete, petroleum distribution and property.

Joe is a Fellow of Chartered Accountants Australia and
New Zealand, and a Chartered Fellow of the Institute
of Directors.

T D R [Tim] Loan FcaA, BCom, DipBusStuds
(Resigned 30 June 2022)

Tim was appointed a Southsure Director in August 2009
and chairs Southsure’s Audit and Risk Committee.

Tim is an accountant with over 30 years’ experience in
the public practice and corporate sectors. He has been
SBS Bank’s Chief Financial Officer, having previously
held various senior finance roles working for private
and state-owned companies in Wellington and
Invercargill. He attended the Harvard Business School
Advanced Management Program in 2011.

Tim is a Fellow of Chartered Accountants Australia and
New Zealand, and a Chartered Fellow of the Institute
of Directors.

Tim resigned as a director of Southsure with effect from

30 June 2022, but continues to chair Southsure’s Audit
and Risk Committee.
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T W [Tony] Gaskin ca, BBus (Acc)

Tony was appointed a Southsure director in November
2020.

Tony is a chartered accountant with extensive
experience in the insurance industry, having had
leadership team responsibility for most business areas
within BNZ Life Insurance Limited over the last 15 years
of his career, before turning his focus to governance
roles.

Tony also serves as a director of Abbott Insurance
Brokers and a number of their subsidiary companies.
He is also the chair of GMoney Investments Limited - a
company he founded in 2001.

From 11 July 2022, Tony has served as Southsure’s
Acting CEO pending the appointment of a permanent
replacement following the incumbent’s departure.

Tony is a member of Chartered Accountants Australia
and New Zealand.

R L [Rowena] Thompson MBA

Rowena was appointed a Southsure director in
February 2022.

Rowena has 30 years financial services industry
experience. She started as the SBS Bank Group Chief
Risk Officer in April 2020, with responsibility for risk
management and compliance activities across the
Group.

Prior to this, Rowena held various leadership roles
across New Zealand and Australia from leading
customer facing teams through to delivering risk
frameworks at a group level.

She has a Master of Business Administration from
Southern Cross University and is a Graduate of the
Australian Institute of Company Directors.

S ] [Sarah] Brown

(Commenced 1 November 2022)

Sarah is a former commercial lawyer who is now a
professional director. She is a Chartered Fellow of the
Institute of Directors and has had extensive
governance experience.

She was previously on the Southern Institute of
Technology Council for 11 years, six of them as Council
chair. She has also served on the boards of Electricity
Invercargill Ltd and PowerNet Ltd.

Appointed to the Southsure Board in November 2022,
Sarah is currently also on the boards of PGG Wrightson
Ltd and Blue Sky Meats Ltd. Sarah is a passionate
Southlander and brings a wealth of experience and
knowledge to the SBS Board.



Financial Statements

Statement of Profit or Loss
for the year ended 31 March 2023

2023 2022
Note $ $
Gross premium revenue 7 6,361,803 6,499,489
Reinsurance premiums (1,095,992) (1,075,782)
Net premiums 5,265,811 5,423,707
Commission income 1,367,128 1,274,824
Investment income 8 420,204 278,461
Realised gains/(losses) 9 (119,816) %
Fair value gains/(losses) 10 (38,035) 95,125
Other operating revenue 275,119 19,018
Other revenue 1,904,600 1,667,428
TOTAL REVENUE 7,170,411 7,091,135
Claims expense i1 1,970,266 2,338,551
Reinsurance recoveries (546,239) (723,293)
Net change in insurance policy liabilities 13 (1,920,742) (1,126,413)
Commission expenses 12 1,751,085 1,716,987
Direct expenses 1,254,370 2,205,832
Other operating and administrative expenses 12 3,798,933 3,301,847
Other expenses 3,798,933 3,301,847
TOTAL DIRECT AND OTHER EXPENSES 5,053,303 5,507,679
Profit from investment in associate 27 1,229,960 819,320
Interest Expense (58,641) (50,294)
PROFIT BEFORE TAX 3,288,427 2,352,482
Taxation expense 14 610,834 326,634
PROFIT FOR THE YEAR 6 2,677,593 2,025,848
Statement of Comprehensive Income
for the year ended 31 March 2023
2023 2022
Note $ $
NET SURPLUS FOR THE YEAR 2,677,593 2,025,848
Other comprehensive income for the year, net of tax = =
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 2,677,593 2,025,848

The accompanying notes form part of and should be read in conjunction with these financial statements.
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Financial Statements

Statement of Changes in Equity
for the year ended 31 March 2023

Share Capital Retained Earnings Total Equity
$

Note

As at 1 April 2022
Net surplus for the year
Other comprehensive income for the year
Total comprehensive income 4 o=y
Dividends 22 R (15970700 0) S8 (19970!
At 31 March 2023 i ),000 117,739  17,117,7
As at 1 April 2021 1,000,000 13,384,298 14,384,298
Net surplus for the year

- 2,025,848 2,025,848
Other comprehensive income for the year B _ -
Total comprehensive income _ 2,025,848 2,025,848
Dividends - = =
At 31 March 2022 1,000,000 15,410,146 16,410,146

The accompanying notes form part of and should be read in conjunction with these financial statements.

Southsure Annual Report 2023 7



Financial Statements

Statement of Financial Position
for the year ended 31 March 2023

2023 2022

Note $ $
EQUITY
Share capital 21 1,000,000 1,000,000
Retained earnings 22 16,117,739 15,410,146
TOTAL EQUITY 17,117,739 16,410,146
LIABILITIES
Payables 18 3,605,104 935,548
Employee Entitlements 18 174,772 206,272
Lease Liability 19 781,627 787,320
Current tax 14 - 384,155
Deferred tax 14 1,756,861 1,172,025
Policy liabilities 13 2,834,976 4,634,035
Policy liabilities - reinsurance 13 3,921,105 4,042,788
TOTAL LIABILITIES 13,074,445 12,162,143
TOTAL EQUITY AND LIABILITIES 30,192,184 28,572,289
ASSETS
Cash and cash equivalents 15 6,363,208 6,440,036
Receivables 16 5,170,820 963,998
Current tax 14 795,717 -
Investments 17 7,661,448 11,614,298
Investment in associate 27 9,373,733 8,680,365
Plant and equipment 108,700 127,816
Right of Use Asset 19 713,522 735,703
Intangible assets 5,036 10,073
TOTAL ASSETS 30,192,184 28,572,289

Approved for issue for and on behalf of the Board on 19 July 2023:

Mark O'Conngr—
Chair

= il

Sarah Brown
Director

The accompanying notes form part of and should be read in conjunction with these financial statements.
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Financial Statements

Statement of Cash Flows
for the year ended 31 March 2023

2023 2022
Note $ $
CASH FLOWS FROM OPERATING ACTIVITIES 24
Premiums received 6,155,339 6,746,371
Commission received 1,551,282 1,514,902
Interest received 271,586 166,926
Dividends received 114,272 120,747
Other income 275,120 19,017
Reinsurance received 546,239 723,293
Claims paid (1,970,266) (2,338,551)
Reinsurance paid (1,095,992) (1,075,783)
Commission paid (1,647,931) (1,731,072)
Payments to suppliers and employees (4,004,090) (3,086,039)
Net cash (outflow) from broking operations and premium funding (1,454,094) o
Tax paid (1,205,869) (1,129,088)
Interest paid (10,191) (23)
Net Cash Flows from Operating Activities (2,474,595) (69,300)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of intangible assets, property, plant and equipment (7,881) (18,341)
Purchases of financial assets (4,310,593) (12,358,369)
Dividends from investment in associate 536,592 785,361
Proceeds from sale of financial assets 8,149,649 11,622,213
Net Cash Flows from Investing Activities 4,367,767 30,864
CASH FLOWS FROM FINANCING ACTIVITIES !
Dividends paid (1,970,000) -
Net Cash Flows from Financing Activities (1,970,000) -
NET (DECREASE) IN CASH HELD (76,828) (38,436)
Opening cash balance brought forward 6,440,036 6,478,472
CASH AND CASH EQUIVALENTS CARRIED FORWARD 6,363,208 6,440,036
CASH AND CASH EQUIVALENTS COMPRISE
Bank accounts 5,175,791 5,418,397
Parent current account 1,012,538 1,001,432
Cash held on trust - broking trust account 174,879 20,207
6,363,208 6,440,036

The accompanying notes form part of and should be read in conjunction with these financial statements.
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Notes to the Financial Statements

for the year ended 31 March 2023

1. CORPORATE INFORMATION

Southsure Assurance Limited (the Company) is a limited liability company incorporated and domiciled in New Zealand.
The principal activities of the Company are the manufacture and supply of life and accident insurance products along with
the provision of insurance broking services for fire and general insurance products.

The life insurance operations are conducted in accordance with the Life Insurance Act 1908 and the Insurance (Prudential
Supervision) Act 2010. On 15 July 2013, the Company obtained its licence to carry on life insurance business in New
Zealand under the Insurance (Prudential Supervision) Act 2010 from the Reserve Bank of New Zealand.

The registered office of the Company is 66 Don Street, Invercargill, New Zealand.

The financial statements for the Company for the year ended 31 March 2023 were authorised for issue by the Board of
Directors on 19 July 2023.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A) BASIS OF PREPARATION

These financial statements have been prepared in accordance with New Zealand Generally Accepted Accounting
Practice (NZ GAAP) as appropriate to profit oriented entities. They comply fully with New Zealand Equivalents to
International Financial Reporting Standards (NZ IFRS) and comply with International Financial Reporting Standards
(IFRS), as appropriate for profit oriented entities.

Statutory base

The Company is registered under the Companies Act 1993 and is a FMC reporting entity and Tier 1 entity in terms of
the Financial Reporting Act 2013. The financial statements have been prepared in accordance with the requirements
of the Companies Act 1993, Financial Reporting Act 2013, the Financial Markets Conduct Act 2013 and the Insurance
(Prudential Supervision) Act 2010.

Changes in accounting policies and application of new accounting policies

There have been no changes in accounting policies or early adoption of accounting standards in the preparation and
presentation of the financial statements.

NZ IFRS Accounting Standards issued but not yet effective

There are a number of standards, amendments to standards, and interpretations which have been issued by the NZ
IASB that are effective in future accounting periods that the Company has decided not to early adopt. The most
significant of these is NZ IFRS 17 Insurance Contracts.

NZ IFRS 17 Insurance Contracts

NZ IFRS 17 Insurance Contracts establishes the principles for the recognition, measurement, presentation and
disclosure of insurance contracts that fall within the scope of the standard. This standard, which becomes effective
for annual reporting periods commencing on or after 1 January 2023 will be initially applied in the financial year
ending 31 March 2024. It will replace the current standard, IFRS 4 Insurance Contracts.

The Company is not yet able to reasonably estimate the impact of IFRS 17 on its financial statements because:
. The Company is continuing to refine the new accounting processes and internal controls required for IFRS17;
. The Company has not finalised the testing and assessment of controls over its new IT systems and
changes to its governance framework; and
. The new accounting policies, assumptions, judgements and estimation techniques employed are subject to
change until the Company finalises its first financial statements that include the date of initial application.

IFRS 17 will significantly change how insurance contracts and reinsurance contracts are presented and disclosed in
the Company’s financial statements. Under IFRS 17, portfolios of insurance contracts and portfolios of reinsurance
contracts that are assets and those that are liabilities, are presented separately in the statement of financial position.
All rights and obligations arising from a portfolio of contracts will be presented on a net basis; therefore, balances
such as insurance receivables and payables will no longer be presented separately.

Under IFRS 17, amounts recognised in the statement of profit or loss are disaggregated into (a) an insurance service
result, comprising insurance revenue and insurance service expenses; and (b) insurance finance income or expenses.
Amounts from reinsurance contracts will be presented separately.

Historical cost convention

These financial statements have been prepared under the historical cost convention, as modified by the revaluation
of certain assets and liabilities as stated in specific accounting policies below.

Functional and presentation currency

The financial statements values are presented in New Zealand Dollars (NZD) and all values are rounded to the
nearest dollar ($), unless otherwise stated.
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Notes to the Financial Statements

for the year ended 31 March 2023
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
B) PRINCIPLES UNDERLYING CONDUCT OF LIFE INSURANCE BUSINESS

The life insurance operations consist of insurance contract business. The Company has no investment contract
business.

Insurance contract business are those contracts that the Company has accepted significant insurance risk from the
policyholder by agreeing to compensate the policyholder if a specified uncertain future event adversely affects the
policyholder. The compensation, referred to as insured benefits, are payable on death, or on the occurrence of a
contingency dependent on the termination or continuation of human life, or on the occurrence of injury or disability
caused by accident or illness, and the financial risk of the occurrence of the event which crystallises the payment of
the insured benefit is borne by the Company.

C) ASSET MEASUREMENT

Cash and Cash Equivalents

Cash and cash equivalents consist of cash at banks and in hand, deposits held at call with banks, term deposits and
other short-term highly liquid investments with an original term to maturity of less than three months.

Receivables

Receivables include insurance premiums billed but not yet collected and other business-related receivables. Trade
receivables are recognised initially at fair value and subsequently measured at amortised cost less any allowances for
impairment.

Premium Funding Receivables

Premium funding receivables represent the amounts due from customers related to the entity’s premium funding
businesses and is recognised at amortised cost, net of the associated expected credit loss (ECL) provision. Funds are
collected on fortnightly, monthly, quarterly and six-monthly instalment basis and generally within twelve months of
the invoice date.

Investments and Other Financial Assets

a) Initial recognition and measurement

Financial assets in the scope of NZ IFRS 9 Financial Instruments are initially measured at fair value plus or
minus, in the case of a financial asset not at fair value through profit or loss, transactions costs.

Subject to initial recognition, all financial assets within the scope of NZ IFRS 9 are measured at amortised cost
or fair value through profit or loss (FVTPL).

The Company has no financial assets classified as fair value through other comprehensive income (FVOCI).
(i) Ei i i

The Company measures financial assets at amortised cost if both the following conditions are met:

= The financial asset is held within a business model with the objective to hold financial assets in order
to collect contractual cash flows; and

= The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

Financial assets at amortised cost are subsequently measured using the effective interest method and
are subject to impairment. Gains and losses are recognised in profit or loss when the asset is
derecognised, modified or impaired.

(ii) Financial assets at fair value through profit or loss

Financial assets in this category are those that are managed in a fair value business model, or that have
been designated by management upon initial recognition or are mandatorily required to be measured at
fair value under NZ IFRS 9. This category includes debt instruments whose cash flow characteristics fail
the SPPI criterion or are not held with a business model whose objective is either to collect contractual
cash flows, or both to collect contractual cash flows and sell.

Financial assets at fair value through profit or loss are recorded in the statement of financial position at
fair value with net changes in fair value recognised in the statement of profit or loss. This category
includes debt instruments and listed equity investments which the Company had not irrevocably elected
to classify at fair value through other comprehensive income. Dividend income from equity investments
are also recognised as investment income in the statement of profit or loss when the right of payment
has been established.
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Notes to the Financial Statements
for the year ended 31 March 2023

2,

D)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Investment in Associate

An associate is an entity over which the Company has significant influence. Significant influence is the power to
participate in the financial and operating policy decisions of the investee but is not control or joint control over those
policies.

The Company's investment in associate is accounted for using the equity method and is measured in the Statement
of Financial Position at cost plus post-acquisition changes in the Company's share of net assets. Goodwill relating to
associates is included in the carrying amount of the investment. Dividends reduce the carrying value of the
investment.

The financial statements of the associate are prepared for a June reporting period within three months of the
Company’s balance date. When necessary, adjustments are made to bring the accounting policies in line with those
of the Company.

Plant and Equipment

Plant and equipment are initially measured at cost less accumulated depreciation and any accumulated impairment
losses.

The Company's plant and equipment comprise Computer Equipment, Office Equipment and Motor Vehicles.
Right of Use Assets
The right of use assets represents the benefits arising from the lease of the premise at 66 Don Street and of leased
company vehicles. These right of use assets are initially measured at cost, which is the sum of:
= The amount of the initial measurement of the lease liability
= The initial lease payment made by the Company to the lessor

Following initial recognition, the right of use assets are carried at cost less accumulated depreciation and
accumulated impairment losses.

Intangible Assets

Intangible assets represent Computer Software and are initially measured at cost. Following initial recognition,
computer software is carried at cost less accumulated amortisation and any accumulated impairment losses.

Depreciation and Amortisation

Depreciation and amortisation on plant and equipment and intangible assets is provided in the financial statements
on a basis which will write down the value of the assets over their useful lives to their estimated realisable value.

The primary annual rates used for assets are:

Office Equipment - 13% on diminishing value
Motor Vehicles - 30% on diminishing value
Computer Equipment - 50% on diminishing value
Computer Software - 50% on diminishing value
Right of Use Asset - 6.25% straight line

LIABILITY MEASUREMENT

Payables

These amounts represent liabilities for goods and services provided to the Company prior to the end of financial year
which are unpaid. The amounts are unsecured and are usually paid within 30 days of recognition. Payables are
stated at cost.

Payables on broking/underwriting agency operations

These amounts represent insurance premiums payable to insurance companies for broking/underwriting agency
operations on amounts received from customers (policyholders) prior to the end of the financial period.

Lease Liability

The lease liability represents the obligation of the Company to make payments on their lease of premise and vehicles
and is initially measured at the present value of the lease payments that are not yet paid.

Following initial recognition, the carrying amount is increased to reflect interest on the lease liability and reduced by
any lease payments made.

Determination of Policy Liabilities

Life insurance liabilities (policyholder liabilities) in the Statement of Financial Position and the increase or decrease in
policyholder liabilities in the statement of profit or loss have been calculated in accordance with the Actuarial
Professional Standard No 3 - Determination of Life Insurance Policy Liabilities (PS3) which prescribes the Margin on
Services (MoS) basis.
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Notes to the Financial Statements
for the year ended 31 March 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

D) LIABILITY MEASUREMENT (continued)
Overview of MoS Methodology

MoS is designed to recognise profits on life insurance policies as services are provided to policyholders and income is
received. Profits are deferred and amortised over the life of the policy, whereas losses are recognised immediately as
they arise. Services used to determine profit recognition as applied to the Company include the cost of expected claims.

The Company's policy liabilities are generally determined as the present value of all future expected payments,
expenses, taxes and profit margins reduced by the present value of all future expected premiums.

MoS Profit
MoS profit comprises the following components:

Planned margins of revenues over expenses
At the time of writing a policy and at each balance date, best estimate assumptions are used to determine all
expected future payments and premiums.

The difference between actual and assumed experience

Where actual experience replicates best estimate assumptions, the expected profit margin will be released to profit
over the life of the policy. Experience profits or losses are realised where actual experience differs from best estimate
assumptions. Instances giving rise to experience profits or losses include variations in claims, expenses, mortality,
discontinuance and investment returns. For example, an experience profit will emerge when the expenses of
maintaining all in-force business in a year are lower than the best estimate assumption in respect of those expenses.

i nideryi :
Assumptions used for measuring policy liabilities are reviewed each year. Where the review leads to a change in
assumptions, the change is deemed to have occurred from the reporting date. The financial effects of changes to the
assumptions underlying the measurement of policy liabilities made at the reporting date are recognised in the
statement of profit or loss over the future reporting periods during which services are provided to policyholders,
however if, based on best estimate assumptions, written business is expected to be unprofitable, the total expected
loss is recognised in the statement of profit or loss immediately. When loss making business becomes profitable
previously recognised losses are reversed.

Investment earnings on assets in excess of policy liabilities

Profits are generated from investment assets which are in excess of those required to meet policy liabilities.
Investment earnings are directly influenced by market conditions and as such this component of MoS profit will vary
from year to year.

E) INCOME RECOGNITION
Premium Income

Insurance premium revenue is recognised from the inception date as soon as there is a basis on which it can reliably
be estimated. Insurance premium revenue is recognised as income when it is earned in accordance with the pattern
of incidence of risk expected under the insurance contract.

Investment Income

Interest income
Interest income is recognised in the Statement of Profit or Loss as it accrues and is calculated by using the effective
interest rate method.

Dividend and distributions
Revenue is recognised when the right to receive payment is established. Dividends from equity securities are
recorded as revenue on the ex-dividend date.

Fair value gains and losses
Fair value gains and losses on financial assets at fair value are recognised through the Statement of Profit or Loss.

Other Income

Commission and premium funding income

The entity retains a portion of fire and general insurance policy premiums as commission income. Premiums are
typically collected on an instalment basis. The entity may charge a premium funding fee to customers who pay by
instalment. The entity also earns life commission income from placing policies with third party underwriters.
Commission, brokerage and premium funding fees are recognised when the related service has been provided and it
is probable that the entity will be compensated for services rendered, and the amount of consideration for such
services can be reliably measured. This is deemed to be the invoice date. Where there is a future obligation to
provide services, a portion of the fee income is deferred over the expected service period. An allowance is made for
anticipated lapses and cancellations.
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