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Independent Auditor’s Report 
To the Shareholder of Vero Liability Insurance Limited (Company) 

Report on the audit of the financial statements 

Opinion 
We have audited the accompanying Company 
financial statements which comprise: 

• the statement of financial position as at 30 June 
2024; 

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

• notes, including material accounting policy 
information and other explanatory information 

 

In our opinion, the accompanying financial 
statements of Vero Liability Insurance Limited (the 
Company) on pages 14 to 54 present fairly, in all 
material respects: 

i. the Company's financial position as at 30 June 
2024 and its financial performance and cash 
flows for the year ended on that date; 

ii. in accordance with New Zealand Equivalents to 
International Financial Reporting Standards (NZ 
IFRS) issued by the New Zealand Accounting 
Standards Board and the International Financial 
Reporting Standards issued by the International 
Accounting Standards Board. 

 Basis for opinion 

We conducted our audit in accordance with International Standards on Auditing (New Zealand) (ISAs (NZ)). We 
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 

We are independent of the Company in accordance with Professional and Ethical Standard 1 International Code 
of Ethics for Assurance Practitioners (Including International Independence Standards) (New Zealand) issued by 
the New Zealand Auditing and Assurance Standards Board and the International Ethics Standards Board for 
Accountants’ International Code of Ethics for Professional Accountants (including International Independence 
Standards) (IESBA Code), and we have fulfilled our other ethical responsibilities in accordance with these 
requirements and the IESBA Code.  

Our responsibilities under ISAs (NZ) are further described in the Auditor’s responsibilities for the audit of the 
financial statements section of our report. 

Our firm has also provided other services to the Company in relation to assurance engagements on the 31 March 
2024 Insurer Solvency Return and the 30 June 2024 Annual Solvency Return. Subject to certain restrictions, 
partners and employees of our firm may also deal with the Company on normal terms within the ordinary course 
of trading activities of the business of the Company. These matters have not impaired our independence as 
auditor of the Company. The firm has no other relationship with, or interest in, the Company.   

 Key audit matters 

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of 
the financial statements in the current period. 

We summarise below those matters and our key audit procedures to address those matters in order that the 
Shareholder as a body may better understand the process by which we arrived at our audit opinion.  

Our procedures were undertaken in the context of and solely for the purpose of our statutory audit opinion on the 
financial statements as a whole and we do not express discrete opinions on separate elements of the financial 
statements. 
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The key audit matter How the matter was addressed in our audit 

Transition to NZ IFRS 17 and restated opening balances at 1 July 2022 and comparative 
balance at 30 June 2023 
Equity         + $9.2 million  

Refer to Notes 2 and 26.18 to the financial 
statements. 

NZ IFRS 17: Insurance Contracts (“NZ IFRS 
17” and the “Standard”) became effective for 
the Company from 1 July 2023, replacing the 
existing accounting standard NZ IFRS 4: 
Insurance Contracts. 

NZ IFRS 17 introduced new requirements for 
the accounting for insurance and reinsurance 
contracts, increasing the need for interpretation 
and judgement, as well as introducing 
significant changes to the format of financial 
statements.  

On transition to NZ IFRS 17, comparative 
financial information has been restated at both 
1 July 2022 (opening balance) and 30 June 
2023 (comparative period) applying the 
retrospective transition approach. The adoption 
of NZ IFRS 17 resulted in an increase in equity 
of $9.2m on initial application as at 1 July 2022 
as detailed in the Statement of Changes in 
Equity. 

The transition to NZ IFRS 17 is a key audit 
matter due to the inherent complexity of 
adopting this Standard for the first time and the 
judgement required to develop accounting 
policies and determine the appropriate 
valuation method. The judgements made have 
the potential to significantly impact the financial 
results of the Company and its key performance 
indicators.  

We focused on: 

• The application of the Premium Allocation 
Approach (“PAA”) measurement model and 
eligibility; 

• The framework applied to identify facts and 
circumstances that might indicate onerous 
contracts at initial recognition, and the 
methodology and assumptions applied to 
test contracts for onerousness; 

• The methodology and assumptions in 
respect of determining the risk adjustment; 

• The methodology used by management to 
determine discount rates, including the 
illiquidity premium; and 

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

• Assessing whether the new accounting policies and 
practices were in accordance with NZ IFRS 17, and 
challenging significant new accounting policies, decisions 
and assumptions made against the requirements of the 
Standard. 

• Applying industry knowledge to compare the 
methodologies, models and assumptions used against 
expected market practice and the requirements of the 
Standard. 

• Evaluating the PAA eligibility analysis for insurance and 
reinsurance contracts. 

• Evaluating the methodology used to determine the risk 
adjustment. 

• Evaluating the framework to identify onerous contracts 
and assessing management’s methodology and 
assumptions applied in calculating the loss component 
and loss recovery component (where applicable).  

• Assessing the discount rate, including the illiquidity 
premium, applied against the requirements of the 
Standard and comparing to external market data where 
available.  

• Assessing the adjustments made to the previously 
reported NZ IFRS 4 balances as at 1 July 2022 and 30 
June 2023 for completeness and accuracy and 
reconciling those adjustments to the outputs of the NZ 
IFRS 17 models to check the transition adjustments and 
restatement of comparative balances are accurately 
reflected in the financial statements. 

• Assessing the reasonableness of the transition 
disclosures in the financial statements against the 
requirements of NZ IFRS 17. 
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The key audit matter How the matter was addressed in our audit 

• The completeness and adequacy of 
transition disclosures required by NZ IFRS 
17. 

Valuation of insurance contract liabilities and associated reinsurance contract assets                                   

Insurance contract liabilities                        $202.4 million 

Reinsurance contract assets                        $78.8 million           

Refer to Notes 2 and 9 to the financial 
statements. 

The Company’s insurance contract liabilities 
and associated reinsurance assets represent 
financially significant balances. Insurance 
contract liabilities comprise the liability for 
incurred claims (LIC) and the liability for 
remaining coverage (LRC), and associated 
reinsurance assets comprise assets for incurred 
claims (AIC) and assets for remaining coverage 
(ARC). Insurance contract liabilities and 
reinsurance contract assets are measured 
under NZ IFRS 17, and the Company has 
adopted the Premium Allocation Approach 
(PAA) for measurement.  

The LIC and AIC comprise fulfilment cash flows 
related to past services provided under groups 
of insurance contracts which have not yet been 
paid, including claims that have been incurred 
but not yet reported (IBNR) and claims incurred 
but not enough reported (IBNER). This balance 
is inclusive of a risk adjustment for non-financial 
risk, and the effects of discounting.  

The liability for incurred claims reflects the 
Company’s Appointed Actuary’s assessment of 
future expected outcomes, requiring application 
of actuarial methods, models and assumptions.  

The valuation of insurance contract liabilities 
and associated reinsurance assets are key 
audit matters as they involve significant 
judgement to be applied by the Company and 
by us given the high degree of uncertainty 
inherent in challenging the estimation of the 
liability of incurred claims and asset for incurred 
claims, comprising of the present value of future 
cashflows related to past services provided and 
a risk adjustment. 

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

• Identifying and assessing management’s judgements 
and process to determine the key methodologies and 
assumptions, including the governance process, over: 

– PAA eligibility testing; 

– Onerous contract measurement models; 

– Selection of claims development factors; 

– Selection of loss ratios and expected loss ratios; 

– Determination of discount rates including illiquidity 
premium; and 

– Calculation of the risk adjustment. 

• Testing key accounting and actuarial controls over the 
integrity of data underpinning the insurance contract 
liabilities and reinsurance contract assets, including IT 
general and application controls. 

• Assessing management’s application of the PAA 
method. 

• Evaluating the framework to identify onerous contracts 
and assessing management’s methodology and 
assumptions applied in calculating the loss component 
and loss recovery component (where applicable).  

• Selecting a sample of written premiums, case estimates 
and claim payments to check the accuracy of the data to 
source documentation, including financial and non-
financial attributes used by the Company’s Appointed 
Actuary to form valuation assumptions. 

• Assessing the appropriateness of case reserves at 
balance date and considering if they reflected best 
estimate of the costs to be incurred on reported incurred 
claims.  

• Performing independent reprojections of management’s 
calculation of incurred claims liabilities. 

• Assessing the selection of methods and key assumptions 
applied in the valuation of incurred claims liabilities, 
including any changes from previous periods. We 
challenged actuarial methods and key assumptions by: 
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The key audit matter How the matter was addressed in our audit 

– Analysing the accuracy of previous estimates and 
consideration of Actual versus Expected claims 
analysis; 

– Comparing key assumptions to the broader 
insurance industry, and previous periods; and 

– Comparing claims assumptions in setting the 
incurred but not reported reserve based on historical 
experience to previous and current period claims 
experience. 

• Assessing the Company’s risk adjustment methodology 
and the assumptions used. 

• Testing reinsurance recoveries recognised in the 
financial statements on a sample basis aligns with the 
terms of the underlying contracts, and the amount of the 
respective incurred claims liabilities, and assessing the 
provision for reinsurer non-performance risk.  

• Evaluating the adequacy of financial statement 
disclosures in accordance with the requirements of NZ 
IFRS 17 and reconciling the disclosures to underlying 
accounting records and supporting actuarial data. 

 

 Other information 

The Directors, on behalf of the Company, are responsible for the other information included in the Company’s 
Financial Report. The other information includes the Directors’ Report and the Corporate Governance Statement 
(but does not include the financial statements and our auditor’s report thereon), which we obtained prior to the 
date of this auditor’s report. 

Our opinion on the Company’s financial statements does not cover any other information and we do not express 
any form of assurance conclusion thereon.  

In connection with our audit of the financial statements our responsibility is to read the other information and, in 
doing so, consider whether the other information is materially inconsistent with the financial statements, or our 
knowledge obtained in the audit or otherwise appears materially misstated. 

If, based on the work we have performed on the other information that we obtained prior to the date of this 
auditor’s report, we conclude that there is a material misstatement of this other information, we are required to 
report that fact. We have nothing to report in this regard.  

 Use of this independent auditor’s report 

This independent auditor’s report is made solely to the Shareholder as a body. Our audit work has been 
undertaken so that we might state to the Shareholder those matters we are required to state to them in the 
independent auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or 
assume responsibility to anyone other than the Shareholder as a body for our audit work, this independent 
auditor’s report, or any of the opinions we have formed.   
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Responsibilities of the Directors for the financial statements
The Directors, on behalf of the Company, are responsible for: 

• the preparation and fair presentation of the financial statements in accordance with NZ IFRS issued by the
New Zealand Accounting Standards Board and the International Financial Reporting Standards issued by
the International Accounting Standards Board;

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

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

Auditor’s responsibilities for the audit of the financial statements
Our objective is: 

• to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error; and

• to issue an independent auditor’s report that includes our opinion.

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

Misstatements can arise from fraud or error. They are considered material if, individually or in the aggregate, they 
could reasonably be expected to influence the economic decisions of users taken on the basis of these financial 
statements. 

A further description of our responsibilities for the audit of these financial statements is located at the External 
Reporting Board (XRB) website at: 

https://www.xrb.govt.nz/standards/assurance-standards/auditors-responsibilities/audit-report-2/ 

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

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

For and on behalf of 

KPMG 
Auckland 

13 August 2024 

https://www.xrb.govt.nz/standards/assurance-standards/auditors-responsibilities/audit-report-2/
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QUANTIUM GROUP NEW ZEALAND PTY LIMITED  

Level 27, 188 Quay Street, Auckland 1010, New Zealand 

+64 9 363 5623    www.quantium.com    NZBN 9429042090731 

Classification: Public 

30th September 2024 

 

The Board of Directors  

Vero Liability Insurance Ltd 

Level 32 ANZ Centre 

23-29 Albert Street 

Private Bag 92055 

Auckland 

New Zealand 

 

 

Dear Directors, 

Appointed Actuary report required under Section 78 of the Insurance (Prudential 
Supervision) Act 2010 

Section 78 of the Insurance (Prudential Supervision) Act 2010 specifies those matters that must be addressed, 

namely: 

 

(a) I am the Appointed Actuary of Vero Liability Insurance Limited (VLIL); and 

 

(b) I have reviewed the actuarial information contained in, or used in the preparation of the financial 

statements of VLIL.  The review has been carried out in accordance with the applicable solvency standard.  

For the avoidance of doubt, actuarial information means: 

• Information relating to VLIL’s calculations of premiums, claims, reserves, insurance rates, and 

technical provisions; and 

• Information relating to assessments of the probability of uncertain future events occurring and the 

financial implications for the insurer if those events do occur; and 

• Information specified in an applicable solvency standard as being actuarial information for the 

purposes of this section; and 

 

(c) The scope and limitations of the review will be detailed in Section 1 of the Financial Condition Report 

(FCR) as at 30 June 2024; and 

 

(d) I have no relationship with VLIL other than that of Appointed Actuary; and 

 

(e) I have obtained all information and explanations that I require; and 

 

(f) In my opinion and from an actuarial perspective: 

• The actuarial information contained in the financial statements has been appropriately included in 

those statements; and 

• The actuarial information used in the preparation of the financial statements has been used 

appropriately; and 

 

(g) No condition has been imposed under Section 21 (2)(b) as at 30 June 2024; and 
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Classification: Public 

(h) No condition has been imposed under Section 21 (2)(c) as at 30 June 2024. 

 

 

 
 
 

Kind regards,   

 

 

  

 Nathan Lam  

Executive Manager 

Fellow of the New Zealand Society of Actuaries 

Tel: +61 2 8222 3562 
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