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Directors’ Statements
The Board of Directors present their Annual Report including the financial statements of the Company for the
twelve-month period ended 31 March 2025.

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 12 June 2025:

Yist

Mark O’Connor Tony Gaskin
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. The
Board is accountable for the Company’s performance
and compliance with laws and standards.

All current Directors have been assessed in accordance
with the Company’s Fit and Proper Policy and 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. The Company has a comprehensive
governance framework to facilitate this role, guided by
the Board Charter and the Company’s Constitution.

The Board fulfils statutory obligations, including but not
limited to those under the Companies Act 1993 and the
Insurance (Prudential Supervision) Act 2010.

The governance framework promotes and protects the
Company's interests for the benefit of its stakeholders
including the shareholder, policyholders and
employees.

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, providing guidance and direction in
the formation.

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

* monitors 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 appropriate internal controls, policies and
processes are in place to manage risks. The
Company has in place a comprehensive Risk
Management Programme.

Southsure Annual Report 2025

The Board meets formally at least four times per year.
At each meeting the agenda includes 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 annually review the goals and strategies,
approves budgets and financial statements and
undertakes other activities outlined in the Board
Charter.

The Board conducts an annual self-assessment to
evaluate its effectiveness and identify areas for
improvement.

Board Membership

The Company’s Constitution sets the size of the
Board. The Board currently comprises two
independent directors and one non-independent
director. Their qualifications and experience are set
out on page 5 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 (CEO). The CEO manages the business in
accordance with the Policies, Budget, Annual Plan,
and Strategies approved by the Board, subject to
Board approved authority limits.

Committees

The Board has constituted one sub-committee - the

Audit and Risk Committee - governed by its own

Charter. The primary objectives of the Audit and Risk

Committee are:

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

= to ensure the efficient and effective management
of all business risks.

The current composition of the Audit and Risk
Committee is Mr Tony Gaskin (Chairman), Mr Mark
O’Connor and Mr Tony Dench.



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 was involved in
senior management roles in the New Zealand port
sector for 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, chairs
the Board of Nevele R Stud and is the former chairman
of private equity fund Invest South. He also chairs the
SBS Bank Remuneration Committee and is a member
of the SBS Group Audit and Risk Committee.

He is a Fellow of Chartered Accountants Australia and
New Zealand.

T W [Tony] Gaskin ca, BBus (Acc)

Tony was appointed a Southsure director in November
2020 and as Chair of the Audit and Risk Committee in
December 2023.

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. From 11 July 2022
Tony served as Southsure’s Acting CEO until 20
December 2023 and the appointment of a permanent
replacement following the incumbent’s departure.

Tony is the co-founder of a consulting firm, TOHA
Consulting, providing specialist advice to the financial
services industry.

Tony is the Chair of GMoney Investments Limited - a
company he founded in 2001. He previously served as
a director of Abbott Insurance Brokers and a number of
their subsidiary companies, prior to Southsure’s sale of
their investment stake.

Tony is a member of Chartered Accountants Australia
and New Zealand.
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A G [Tony] Dench LLB, FCA, CM IntD

Tony was appointed a Southsure director in March
2024. His career has included executive and senior
roles spanning law, accounting, tax, property
development, banking and wider financial services.

He is currently chair and independent director of a
number of privately owned companies in the financial
services and charitable sectors.

Tony is a Fellow of the Institute of Chartered Accountants in
England & Wales, and a Chartered Member of the Institute

of Directors.



Financial Statements

Statement of Profit or Loss

In NZD thousands, for the year ended 31 March Note 2025 2024
Insurance revenue 8,9 8,025 7,301
Insurance service expense 8,10 (7,199) (6,353)
Net (expenses)/revenue from reinsurance contracts held 8,11 (1,227) (979)
Insurance service result (401) (31)
Interest revenue on financial assets 12 248 494
Other investment returns 12 732 411
Investment return 980 905
Net finance (expenses)/income from insurance contracts issued 12 (515) (442)
Net finance income from reinsurance contracts held 12 356 163
Net finance result 821 626
Commission and fee income 13 2,671 2,546
Other income 14 35 14,127
Other expenses 10 (2,727) (2,983)
Other finance costs 10,15 (51) (50)
Other result (72) 13,640
Profit before share of profits from associate 348 14,235
Share of profit of investment in associate, net of tax 25 - 1,058
PROFIT BEFORE TAX 348 15,293
Taxation expense 16 23 (6)
PROFIT FOR THE PERIOD 325 15,287
Statement of Comprehensive Income

In NZD thousands, for the year end ended 31 March Note 2025 2024
NET SURPLUS FOR THE PERIOD 325 15,287
Other comprehensive income for the year, net of tax - -
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD 325 15,287

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

In NZD thousands, for the year ended 31 March Share Capital Retained Earnings Total Equity
As at 1 April 2023 1,000 15,556 16,556
Net surplus for the year - 15,287 15,287
Other comprehensive income for the year - - -
Total comprehensive income - 15,287 15,287
Dividends 17 - (19,000) (19,000)
At 31 March 2024 1,000 11,843 12,843
As at 1 April 2024 1,000 11,843 12,843
Net surplus for the year - 325 325
Other comprehensive income for the year - - -
Total comprehensive income - 325 325
Dividends 17 = = =
At 31 March 2025 1,000 12,168 13,168
The accompanying notes form part of and should be read in conjunction with these financial statements.
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Financial Statements

Statement of Financial Position

In NZD thousands, as at 31-Mar-2025 31-Mar-2024
ASSETS

Cash and cash equivalents 22 4,594 9,925
Receivables 23 8,633 8,040
Current tax assets 16 507 1,040
Investments 24 13,163 7,054
Insurance contract assets 150 184
Reinsurance contract assets 227 774
Property, plant & equipment 26 92 94
Right of use assets 21 870 661
Intangible assets 27 1 3
TOTAL ASSETS 28,237 27,775
LIABILITIES

Payables 20 4,596 4,510
Employee entitlements 20 251 228
Lease liabilities 21 967 745
Insurance contract liabilities 7,866 7,937
Reinsurance contract liabilities 380 479
Deferred tax liabilities 16 1,009 1,033
TOTAL LIABILITIES 15,069 14,932
EQUITY

Share capital 18 1,000 1,000
Retained earnings 19 12,168 11,843
TOTAL EQUITY 13,168 12,843
TOTAL EQUITY AND LIABILITIES 28,237 27,775

Approved for issue for and on behalf of the Board on 12 June 2025:

Mark O’Connor
Director

it

Tony Gaskin
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

In NZD thousands, for the year ended 31 March Note 2025 2024
CASH FLOWS FROM OPERATING ACTIVITIES 28
Premiums received 9,538 5,945
Commission received 2,677 1,933
Interest received 273 557
Dividends received 25 81
Income from managed funds 399 125
Other income 35 2
Reinsurance received 622 747
Insurance claims and other insurance service expenses paid (4,036) (2,184)
Reinsurance paid (1,045) (1,085)
Insurance acquisition cashflows (3,867) (1,582)
Payments to suppliers and employees (4,305) (5,177)
Net cash outflow from broking operations (313) (1,427)
Tax refunded / (paid) 486 (697)
Net Cash Flows used in Operating Activities 489 (2,762)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property, plant and equipment (21) (13)
Purchases of financial assets (6,399) (30,976)
Dividends from investment in associate - 549
Proceeds from sale of property, plant and equipment = 13
Proceeds from sale of financial assets 600 31,751
Proceeds from sale of shares in Associate - 24,000
Net Cash Flows used in Investing Activities (5,820) 25,324
CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid - (19,000)
Net Cash Flows from Financing Activities - (19,000)
NET INCREASE/(DECREASE) IN CASH HELD (5,331) 3,562
Opening cash balance brought forward 9,925 6,363
CASH AND CASH EQUIVALENTS CARRIED FORWARD 4,594 9,925
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

1. REPORTING ENTITY

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. The Company is a licensed insurer under the Insurance
(Prudential Supervision) Act 2010.

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

The financial statements for the Company were approved by the Board of Directors on 12 June 2025.

2. BASIS OF ACCOUNTING

A) BASIS OF PREPARATION

These financial statements for the year ended 31 March 2025 have been prepared in accordance with New
Zealand Generally Accepted Accounting Practice (NZ GAAP) as appropriate for 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.

Basis of Measurement

These financial statements have been prepared on a going concern basis in accordance with historical cost

convention concepts except 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), which is the Company’s

functional currency. All amounts are rounded to the nearest thousand dollars unless otherwise stated.
B) NZ IFRS ACCOUNTING STANDARDS ISSUED BUT NOT YET EFFECTIVE

New or revised accounting standards that will be mandatory in future financial years but are not yet

effective or adopted by the Company are not expected to have a material impact on the Company’s

financial statements.

A number of new standards are effective for annual periods beginning after 1 January 2025 and earlier

application is permitted; however, the Company has not early adopted the new standards in preparing

these financial statements.

The following standards are not expected to have a material impact on the Company’s financial
statements in the period of initial application.

Standard number Topic Applies to periods beginning

Amendments to NZ IAS 1 Classification of liabilities as 1 January 2024
current or non-current

Amendments to NZ IAS 7 and

NZ IFRS 7
Amendments to FRS 44 leclqsure (.)f Fees for Audit 1 January 2024
Firms' Services

Supplier finance arrangements 1 January 2024
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Notes to the Financial Statements

3. CHANGES IN MATERIAL ACCOUNTING POLICIES

There has been no material changes in accounting policies. The Company has consistently applied the
accounting policies as set out in Note 4 to all periods presented in these financial statements.

4. SUMMARY OF MATERIAL ACCOUNTING POLICIES

A) INSURANCE AND REINSURANCE CONTRACTS
i Classification
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. Insurance and reinsurance
contracts also expose the Company to financial risk.
ii. Level of Aggregation and Recognition of Insurance and Reinsurance Contracts

The Company applies the General Measurement Model (GMM) to all insurance and reinsurance contracts.

Insurance 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 year of issue) and each annual cohort into three groups based on the profitability
of contracts:

. any contracts that are onerous on initial recognition;

e any contracts that, on initial recognition, have no significant possibility of becoming onerous

subsequently; and
e any remaining contracts in the annual cohort.

An insurance contract issued by the Company is recognised from the earliest of:
o the beginning of its coverage period (i.e. the period during which the Company provides services
in respect of any premiums within the boundary of the contract);
e when the first payment from the policyholder becomes due or, if there is no contractual due
date, when it is received from the policyholder; and
o when facts and circumstances indicate that the contract is onerous.

When the contract is recognised, it is added to an existing group of contracts or, if the contract
does not qualify for inclusion in an existing group, it forms a new group to which future contracts
are added. Groups of contracts are established on initial recognition and their composition is not
revised once all contracts have been added to the group.

For these contracts, the judgements exercised in determining whether contracts are onerous on initial
recognition or those that have no significant possibility of becoming onerous subsequently are:
. based on the likelihood of changes in assumptions which, if they occurred, would result in the
contracts becoming onerous; and
e using information about profitability estimation for the relevant group of products.

Reinsurance Contracts

Groups of reinsurance contracts are established such that each group comprises a single contract.

Some reinsurance contracts provide cover for underlying contracts that are included in different

groups. However, the Company concludes that the reinsurance contract’s legal form of a single contract
reflects the substance of the Company’s contractual rights and obligations, considering that the different
covers lapse together and are not sold separately. As a result, the reinsurance contract is not
separated into multiple insurance components that relate to different underlying groups.

A group of reinsurance contracts is recognised on the following date.

e The date on which any underlying insurance contract is initially recognised. This applies to the
Company’s quota share reinsurance contracts.

e The beginning of the coverage period of the group of reinsurance contracts. However, if the
Company recognises an onerous group of underlying insurance contracts on an earlier date and
the related reinsurance contract was entered into before that earlier date, then the group of
reinsurance contracts is recognised on that earlier date (see ‘Reinsurance of onerous underlying
insurance contracts’ under (vii)). This applies to the Company’s stop loss reinsurance contracts.

Southsure Annual Report 2025 11
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Notes to the Financial Statements

A)

SUMMARY OF MATERIAL ACCOUNTING POLICIES (continued)

INSURANCE AND REINSURANCE CONTRACTS (continued)

ii. Level of Aggregation and Recognition of Insurance and Reinsurance Contracts (continued)

Reinsurance Contracts (continued)

Reinsurance contracts are aggregated into groups for measurement purposes. Groups of reinsurance
contracts are determined by identifying portfolios of reinsurance contracts, each comprising
contracts subject to similar risks and managed together, and dividing each portfolio into annual
cohorts (i.e. by year of issue) and each annual cohort into three groups based on the profitability
of contracts:
. a net gain on initial recognition;
e any contracts that, on initial recognition, have no significant possibility of being a net gain; and
e any remaining contracts in the annual cohort.

ili. Insurance Acquisition Cash Flows

Insurance acquisition cash flows are allocated to groups of contracts using a systematic and rational
allocation method and considering, in an unbiased way, all reasonable and supportable information that is
available without undue cost or effort. At each reporting date, the Company revises the amounts
allocated to groups to reflect any changes in assumptions that determine the inputs to the allocation
method used. Amounts allocated to a group are not revised once all contracts have been added to the
group. Insurance acquisition cash flows arising before the recognition of the related groups of contracts
are recognised as an asset. Such an asset is recognised for each group of contracts to which the
insurance acquisition cash flows are allocated. The asset is derecognised, fully or partially, when the
insurance acquisition cash flows are included in the measurement of the related groups of contracts.

Recoverability assessment

At each reporting date, if facts and circumstances indicate that an asset for insurance acquisition cash
flows may be impaired, then the Company:
. recognises an impairment loss in profit or loss so that the carrying amount of the asset does not
exceed the expected net cash inflow of the related group; and
. if the asset relates to future renewals, recognises an impairment loss in profit or loss to the
extent that it expects those insurance acquisition cash flows to exceed the net cash inflow for the
expected renewals and this excess has not already been recognised as an impairment loss.

The Company recognises any reversal of impairment losses in profit or loss when the impairment
conditions no longer exist or have improved.

iv. Contract Boundaries

The measurement of a group of contracts includes all of the future cash flows within the boundary of each
contract in the group, determined as follows.

Insurance contracts

Cash flows are within the boundary of a contract if they arise from substantive rights and obligations that
exist during the reporting period under which the Company can compel the policyholder to pay premiums
or has a substantive obligation to provide insurance contract services. A substantive obligation to provide
insurance contract services ends when:
¢ the Company has the practical ability to reassess the risks of the particular policyholder and can
set a price or level of benefits that fully reflects those reassessed risks; or
¢ the Company has the practical ability to reassess the risks of the portfolio that contains the
contract and can set a price or level of benefits that fully reflects the risks of that portfolio; and
the pricing of the premiums for coverage up to the reassessment date does not take into account
risks that relate to periods after the reassessment date

Reinsurance contracts held

Cash flows are within the contract boundary if they arise from substantive rights and obligations that exist
during the reporting period in which the Company is compelled to pay amounts to the reinsurer or has a
substantive right to receive services from the reinsurer. A substantive right to receive services from the
reinsurer ends when the reinsurer:
. has the practical ability to reassess the risks transferred to it and can set a price or level of
benefits that fully reflects those reassessed risks; or
e has a substantive right to terminate the coverage.
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Notes to the Financial Statements

4. SUMMARY OF MATERIAL ACCOUNTING POLICIES (continued)

A) INSURANCE AND REINSURANCE CONTRACTS (continued)
iv. Contract Boundaries (continued)

Reinsurance contracts held (continued)

The contract boundary is reassessed at each reporting date to include the effect of changes in
circumstances on the Company’s substantive rights and obligations and, therefore, may change over
time.

V. Measurement of Insurance Contracts and Reinsurance Contracts
Insurance contracts

Initial measurement

On initial recognition, the Company measures a group of contracts as the total of (a) the fulfiiment cash
flows, which comprise estimates of future cash flows, an adjustment to reflect time value of money and
associated financial risks, and a risk adjustment for non-financial risk; and (b) the contractual service
margin (CSM). The measurement of the fulfilment cash flows of a group of contracts does not reflect the
Company’s non-performance risk. The risk adjustment for non-financial risk for a group of contracts,
determined separately from the other estimates, is the compensation required for bearing uncertainty
about the amount and timing of the cash flows that arises from non-financial risk. The CSM of a group of
contracts represents the unearned profit that the Company will recognise as it provides services under
those contracts. On initial recognition of a group of contracts, if the total of the fulfiiment cash flows, any
cash flows arising at that date and any amount arising from the derecognition of any assets or liabilities
previously recognised for cash flows related to the group (including assets for insurance acquisition cash
flows) is a net inflow, then the group is not onerous. In this case, the CSM is measured as the equal and
opposite amount of the net inflow, which results in no income or expenses arising on initial recognition. If
the total is a net outflow, then the group is onerous. In this case, the net outflow is recognised as a loss
in profit or loss. A loss component is created to depict the amount of the net cash outflows, which
determines the amounts that are subsequently presented in profit or loss as reversals of losses on
onerous groups and are excluded from insurance revenue.

Subsequent measurement
The carrying amount of a group of insurance contracts at each reporting date is the sum of the liability for
remaining coverage (LRC) and the liability for incurred claims (LIC). The LRC comprises (a) the fulfilment
cash flows that relate to services that will be provided under the contracts in future periods and (b) any
remaining CSM at that date. The LIC includes the fulfilment cash flows for incurred claims and expenses
that have not yet been paid, including claims that have been incurred but not yet reported. The fulfiiment
cash flows of groups of contracts are measured at the reporting date using current estimates of future
cash flows, current discount rates and current estimates of the risk adjustment for non-financial risk.
Changes in fulfilment cash flows are recognised as follows.
e Changes relating to future services are adjusted against the CSM (or recognised in the insurance
service result in profit or loss if the group is onerous);
e Changes relating to current or past services are recognised in the insurance service result in
profit or loss; and
. Effects of the time value of money, financial risk and changes therein on estimated future cash
flows are recognised as insurance finance income or expenses.

The CSM of each group of contracts is calculated at each reporting date as follows.

The carrying amount of the CSM at each reporting date is the carrying amount at the start of the
reporting period, adjusted mainly for:

e the CSM of any new contracts that are added to the group in the period;

. interest accreted on the carrying amount of the CSM during the period, measured at the discount
rates determined on initial recognition that are applied to nominal cash flows that do not vary
based on the returns on underlying items;

e changes in fulfiiment cash flows that relate to future services, except to the extent that: — any
increases in the fulfilment cash flows exceed the carrying amount of the CSM, in which case the
excess is recognised in insurance service expenses and recognised as a loss component in LRC;
or — any decreases in the fulfilment cash flows adjust the loss component in the LRC and the
corresponding amount is recognised in insurance service expenses. If the loss component is
reduced to zero, the excess reinstates the CSM;

e the effect of any currency exchange differences on the CSM; and

e the amount recognised as insurance revenue for service provided in the period.
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Notes to the Financial Statements

4. SUMMARY OF MATERIAL ACCOUNTING POLICIES (continued)

A) INSURANCE AND REINSURANCE CONTRACTS (continued)
v. Measurement of Insurance Contracts and Reinsurance Contracts (continued)

Changes in fulfilment cash flows that relate to future services mainly comprise:

e experience adjustments arising from premiums received in the period that relate to future
services and related cash flows, measured at the discount rates determined on initial
recognition;

e changes in estimates of the present value of future cash flows in the LRC, measured at the
discount rates determined on initial recognition, except for those that relate to the effects of the
time value of money, financial risk and changes therein;

¢ changes in the risk adjustment for non-financial risk that relate to future services.

Reinsurance contracts held

For groups of reinsurance contracts held, the Company applies the same accounting policies as that
applied to insurance contracts, with the following modifications. The carrying amount of a group of
reinsurance contracts held at each reporting date is the sum of the asset for remaining coverage and the
asset for incurred claims. The asset for remaining coverage comprises (a) the fulfilment cash flows that
relate to services that will be received under the contracts in future periods and (b) any remaining CSM at
that date. The Company measures the estimates of the present value of future cash flows using
assumptions that are consistent with those used to measure the estimates of the present value of future
cash flows for the underlying insurance contracts, with an adjustment for any risk of non-performance by
the reinsurer. The effect of the non-performance risk of the reinsurer is assessed at each reporting date
and the effect of changes in the non-performance risk is recognised in profit or loss. The risk adjustment
for non-financial risk is the amount of risk being transferred by the Company to the reinsurer.

On initial recognition, the CSM of a group of reinsurance contracts held represents a net cost or net gain
on purchasing reinsurance. It is measured as the equal and opposite amount of the total of (a) the
fulfilment cash flows, (b) the amount arising from assets or liabilities previously recognised for cash flows
related to the group, before the group is recognised, (c) cash flows arising from the contracts in the group
at that date and (d) any income recognised in profit or loss because of onerous underlying contracts
recognised at that date. However, if any net cost on purchasing reinsurance coverage relates to insured
events that occurred before the purchase of the reinsurance, then the Company recognises the cost
immediately in profit or loss as an expense. The carrying amount of the CSM at each reporting date is the
carrying amount at the start of the reporting period, adjusted for:

e the CSM of any new contracts that are added to the group in the period;

e interest accreted on the carrying amount of the CSM during the period, measured at the discount
rates determined on initial recognition that are applied to nominal cash flows;

. income recognised in profit or loss in respect of a loss recognised for onerous underlying
contracts. A loss-recovery component is established or adjusted in the asset for remaining
coverage of reinsurance contracts held for the amount of income recognised;

. reversals of a loss-recovery component to the extent that they are not changes in the fulfilment
cash flows of the group;

¢ changes in fulfilment cash flows that relate to future services, measured at the discount rates
determined on initial recognition, unless the changes result from changes in fulfilment cash flows
of onerous underlying contracts, in which case they are recognised in profit or loss and create or
adjust a loss-recovery component;

e the effect of any currency exchange differences on the CSM; and

e the amount recognised in profit or loss for the services received in the period.

vi. Derecognition and contract modification

The Company derecognises a contract when it is extinguished - i.e. when the specified obligations in the
contract expire or are discharged or cancelled. The Company also derecognises a contract if its terms are
modified in a way that would have changed the accounting for the contract significantly had the new
terms always existed, in which case a new contract based on the modified terms is recognised. If a
contract modification does not result in derecognition, then the Company treats the changes in cash flows
caused by the modification as changes in estimates of fulfilment cash flows. On the derecognition of a
contract in a group of contracts:
e the fulfilment cash flows allocated to the group are adjusted to eliminate those that relate to the
rights and obligations derecognised;
e the CSM of the group is adjusted for the change in the fulfilment cash flows that relate to future
service, except where such changes are allocated to a loss component; and
e the number of coverage units for the expected remaining services is adjusted to reflect the
coverage units derecognised from the group.
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4. SUMMARY OF MATERIAL ACCOUNTING POLICIES (continued)

A) INSURANCE AND REINSURANCE CONTRACTS (continued)
vi. Derecognition and contract modification (continued)

If a contract is derecognised because its terms are modified, then the CSM is also adjusted for the
premium that would have been charged had the Company entered into a contract with the new contract’s
terms at the date of modification, less any additional premium charged for the modification. The new
contract recognised is measured assuming that, at the date of modification, the issuer received the
premium that it would have charged less any additional premium charged for the modification.

vii. Presentation

Portfolios of insurance contracts issued and reinsurance contracts held in an asset position are presented
separately from those in a liability position. Portfolios of insurance contracts issued are presented
separately from portfolios of reinsurance contracts held. Any assets recognised for insurance acquisition
cash flows arising before the recognition of the related group of insurance contracts are included in the
carrying amount of the related portfolios of insurance contracts. Any assets or liabilities for cash flows
arising before the recognition of the related group of reinsurance contracts held are included in the
carrying amount of the related portfolios of reinsurance contracts held. The Company disaggregates
amounts recognised in the income statement into (a) an insurance service result, comprising insurance
revenue and insurance service expenses, and (b) insurance finance income or expenses.

Income and expenses from reinsurance contracts are presented separately from income and expenses
from insurance contracts. Income and expenses from reinsurance contracts, other than insurance finance
income or expenses, are presented on a net basis as ‘net expenses from reinsurance contracts’ in the
insurance service result.

The Company does not disaggregate changes in the risk adjustment for non-financial risk between the
insurance service result and insurance finance income or expenses. All changes in the risk adjustment for
non-financial risk are included in the insurance service result.

Insurance revenue and insurance service expenses are recognised as follows.

Insurance revenue

The Company recognises insurance revenue as it satisfies its performance obligations - i.e. as it provides
services under groups of insurance contracts. The insurance revenue relating to services provided for
each year represents the total of the changes in the liability for remaining coverage that relate to services
for which the Company expects to receive consideration, and comprises the following items.

e A release of the CSM, measured based on coverage units provided (see ‘Release of the CSM’
below).

¢ Changes in the risk adjustment for non-financial risk relating to current services.

e Claims and other insurance service expenses incurred in the year, generally measured at the
amounts expected at the beginning of the year. This includes amounts arising from the
derecognition of any assets for cash flows other than insurance acquisition cash flows at the date
of initial recognition of a group of contracts (see (v)), which are recognised as insurance revenue
and insurance service expenses at that date.

e  Other amounts, including experience adjustments for premium receipts for current or past
services for the life risk segment.

In addition, the Company allocates a portion of premiums that relate to recovering insurance acquisition
cash flows to each period in a systematic way based on the passage of time. The Company recognises
the allocated amount, adjusted for interest accretion at the discount rates determined on initial
recognition of the related group of contracts, as insurance revenue and an equal amount as insurance
service expenses.

Release of the CSM
See Note 8(C).

The amount of the CSM of a group of insurance contracts that is recognised as insurance revenue in each
year is determined by identifying the coverage units in the group, allocating the CSM remaining at the
end of the year (before any allocation) equally to each coverage unit provided in the year and expected to
be provided in future years, and recognising in profit or loss the amount of the CSM allocated to coverage
units provided in the year. The number of coverage units is the quantity of services provided by the
contracts in the group, determined by considering for each contract the quantity of benefits provided and
its expected coverage period. The coverage units are reviewed and updated at each reporting date.

The expected coverage period reflects expectations of lapses and cancellations of contracts, as well as the
likelihood of insured events occurring to the extent that they would affect the expected coverage period.
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4. SUMMARY OF MATERIAL ACCOUNTING POLICIES (continued)

A) INSURANCE AND REINSURANCE CONTRACTS (continued)
vii. Presentation (continued)

Loss components

The Company establishes a loss component of the liability for remaining coverage for onerous groups of
insurance contracts. The loss component determines the amounts of fulfiiment cash flows that are
subsequently presented in profit or loss as reversals of losses on onerous contracts and are excluded from
insurance revenue when they occur. When the fulfilment cash flows are incurred, they are allocated
between the loss component and the liability for remaining coverage excluding the loss component on a
systematic basis. The systematic basis is determined by the proportion of the loss component relative to
the total estimate of the present value of the future cash outflows plus the risk adjustment for non-
financial risk at the beginning of each year (or on initial recognition if a group of contracts is initially
recognised in the year).

Insurance service expenses

Insurance service expenses arising from insurance contracts are recognised in profit or loss generally as
they are incurred. Insurance service expenses comprises the following items.
e Incurred claims and other insurance service expenses.
¢ Amortisation of insurance acquisition cash flows: This is equal to the amount of insurance
revenue recognised in the year that relates to recovering insurance acquisition cash flows.
e Losses on onerous contracts and reversals of such losses.
e Adjustments to the liabilities for incurred claims that do not arise from the effects of the time
value of money, financial risk and changes therein.
e Impairment losses on assets for insurance acquisition cash flows and reversals of such
impairment losses.

Net expenses from reinsurance contracts

Net expenses from reinsurance contracts comprise an allocation of reinsurance premiums paid less
amounts recovered from reinsurers.

The Company recognises an allocation of reinsurance premiums paid in profit or loss as it receives
services under groups of reinsurance contracts. The allocation of reinsurance premiums paid relating to
services received for each period represents the total of the changes in the asset for remaining coverage
that relate to services for which the Company expects to pay consideration.

For a group of reinsurance contracts covering onerous underlying contracts, the Company establishes
a loss-recovery component of the asset for remaining coverage to depict the recovery of losses
recognised:
e on recognition of onerous underlying contracts, if the reinsurance contract covering those
contracts is entered into before or at the same time as those contracts are recognised; and
o for changes in fulfilment cash flows of the group of reinsurance contracts relating to future
services that result from changes in fulfilment cash flows of the onerous underlying contracts.

The loss-recovery component determines the amounts that are subsequently presented in profit or loss as
reversals of recoveries of losses from the reinsurance contracts and are excluded from the allocation of
reinsurance premiums paid. It is adjusted to reflect changes in the loss component of the onerous group
of underlying contracts, but it cannot exceed the portion of the loss component of the onerous group of
underlying contracts that the Company expects to recover from the reinsurance contracts.

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. They include changes in the measurement of groups of contracts caused by changes in the value
of underlying items.

The Company has chosen not to disaggregate insurance finance income or expenses between profit or
loss and OCI and accordingly presents insurance finance income or expenses in profit or loss.
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4. SUMMARY OF MATERIAL ACCOUNTING POLICIES (continued)

B) FINANCIAL ASSETS AND FINANCIAL LIABILITIES
i Initial recognition and measurement

A financial asset or financial liability is initially measured at fair value plus, for a financial asset or financial
liability not measured at fair value through profit or loss (FVTPL), transaction costs that are directly
attributable to its acquisition or issue.

ii. Classification and subsequent measurement

Subject to initial recognition, all financial assets within the scope of NZ IFRS 9 are measured at amortised
cost or FVTPL. The Company has no financial assets classified as fair value through other comprehensive
income (FVOCI).

(a) Financial assets at amortised cost

The Company measures financial assets at amortised cost if both the following conditions are met:
e The financial asset is held within a business model with the objective to hold financial assets in
order to collect contractual cash flows; and
e  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.

(b) 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, listed equity investments and unitised wholesale investment funds, 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.

ili. Impairment
See also Note 7(J3)(ii).

The Company recognises expected credit losses (ECL) on financial assets measured at amortised cost.
ECL are a probability-weighted estimate of credit losses. ECL are measured as the present value of all
cash shortfalls related to default events expected over the next 12 months or over the life of the financial
asset where there has been a significant increase in credit risk since initial recognition. All reasonable and
supportable information is considered at each reporting date. Forward looking information is considered
when it is available without undue cost and effort.

Credit-impaired financial assets

At each reporting date, the Company assesses whether financial assets measured at amortised cost are
credit-impaired. A financial asset is credit impaired when one or more events that have a detrimental
impact on the estimated future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable data:
e significant financial difficulty of the debtor;
e a breach of contract such as a default or past-due event;
e the restructuring of an amount due to the Company on terms that the Company would not
otherwise consider;
o the debtor entering bankruptcy or other financial reorganisation becoming probable; or
e the disappearance of an active market for a security because of financial difficulties.
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4. SUMMARY OF MATERIAL ACCOUNTING POLICIES (continued)

B) FINANCIAL ASSETS AND FINANCIAL LIABILITIES

iv. Impairment (continued)

A financial asset that has been renegotiated due to a deterioration in the borrower’s condition is usually
considered to be credit-impaired unless there is evidence that the risk of not receiving contractual cash
flows has reduced significantly and there are no other indicators of impairment.

ili. Derecognition and contract modification

Financial assets

The Company derecognises a financial asset when the contractual rights to the cash flows from the
financial asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in
which substantially all of the risks and rewards of ownership of the financial asset are transferred or in
which the Company neither transfers nor retains substantially all of the risks and rewards of ownership
and it does not retain control of the financial asset.

On derecognition of a financial asset, the difference between the carrying amount at the date of
derecognition and the consideration received (including any new asset obtained less any new liability
assumed) is recognised in profit or loss.

If the terms of a financial asset are modified, then the Company evaluates whether the cash flows of

the modified asset are substantially different. If the cash flows are substantially different, then the
contractual rights to cash flows from the original financial asset are deemed to have expired. In this
case, the original financial asset is derecognised and a new financial asset is recognised at fair value plus
any eligible transaction costs.

Financial liabilities

The Company generally derecognises a financial liability when its contractual obligations expire or are
discharged or cancelled. The Company also derecognises a financial liability when its terms are modified
and the cash flows of the modified liability are substantially different, in which case a new financial
liability based on the modified terms is recognised at fair value.

On derecognition of a financial liability, the difference between the carrying amount extinguished and the
consideration paid (including any non-cash assets transferred or liabilities assumed) is recognised in profit
or loss.

If a financial liability measured at amortised cost is modified but not substantially, then it is not
derecognised.

iv. 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.

vi. Receivables

Receivables include insurance premiums from broking activities 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.

vii. 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 ECL provision. Funds are

collected on fortnightly, monthly, quarterly and six-monthly instalment basis and generally within twelve
months of the invoice date.
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4. SUMMARY OF MATERIAL ACCOUNTING POLICIES (continued)

B) FINANCIAL ASSETS AND FINANCIAL LIABILITIES (continued)
viii. 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.

ix. 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.

X. 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.

C) REVENUES
i Insurance Revenue

Insurance revenue is recognised as the company provides services under groups of insurance contracts
and satisfies its performance obligations. The insurance revenue relating to services provided for each
year represents the total of the changes in the liability for remaining coverage that relate to services for
which the Company expects to receive consideration, and comprises the following items:
e A release of the CSM, measured based on coverage units provided;
e Changes in the risk adjustment for non-financial risk relating to current services
e Claims and other insurance service expenses incurred in the year, generally measured at the
amounts expected at the beginning of the year. This includes amounts arising from the
derecognition of any assets for cash flows other than insurance acquisition cash flows at the date
of initial recognition of a group of contracts, which are recognised as insurance revenue and
insurance service expenses at that date.
e  Other amounts including experience adjustments for premium receipts for current or past
services.

In addition, the Company allocates a portion of premiums that relate to recovering insurance acquisition
cash flows to each period in a systematic way based on the passage of time. The Company recognises
the allocated amount, adjusted for interest accretion at the discount rates determined on initial
recognition of the related group of contracts, as insurance revenue and an equal amount as insurance
service expenses.

ii. 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.

Income from Managed Funds
Income from Managed Funds represents distributions from unitised investments in Nikko AM Wholesale
Funds. This income is recognised on a due and receivable basis.

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.
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4., SUMMARY OF MATERIAL ACCOUNTING POLICIES (continued)

C) REVENUES (continued)

itli. 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.

D) OTHER FINANCE COSTS

Other finance costs comprise:
. interest expenses on financial liabilities measured at amortised cost and interest on lease
liabilities (see (B) and (L)).

E) EMPLOYEE BENEFITS

F)

Short-term employee benefits

Short-term employee benefits are expensed as the related service is provided. A liability is recognised for
the amount expected to be paid if the Company has a present legal or constructive obligation to pay this
amount as a result of past service provided by the employee and the obligation can be estimated reliably.

TAXATION
Income Tax

The income tax expense comprises both current and deferred tax. Income tax expense is recognised in
the Statement of Profit or Loss.

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 the tax payable in respect of previous
years. Deferred tax is recognised using the statement of financial position method, providing for
temporary differences between the carrying amounts of assets and liabilities in a transaction that is not a
business combination and that affects neither accounting or taxable profit, and differences relating to
investments in subsidiaries to the extent that they probably will not reverse in the foreseeable future.

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.

A deferred tax asset is recognised for the carry forward of unused tax losses and unused tax credits to the
extent that it is probable that future taxable profit will be available against which the unused tax losses
and unused tax credits can be utilised.

Deferred tax assets are set-off against deferred tax liabilities to the extent they relate to income taxes
which are legally able to be set-off against each other.
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F)

G)

H)

I)

J)

K)

L)

SUMMARY OF MATERIAL ACCOUNTING POLICIES (continued)

TAXATION (continued)
Goods and Services Tax (GST)

Revenue, expenses and assets are recognised net of the amount of goods and services tax (GST) except
where the amount of GST incurred is not recoverable from the Inland Revenue Department (IRD). In
these circumstances, the GST is recognised as part of the cost of acquisition of the asset or as part of the
expense.

Receivables and payables are stated with the amount of GST included. The net amount of GST
recoverable from, or payable to, the IRD is included as Receivables or Payables in the Statement of
Financial Position.

Cash flows are included in the Statement of Cash Flows on a net basis. The GST components of cash flows
arising from investing and financing activities which are recoverable from, or payable to, the IRD are
classified as operating cash flows.

PLANT AND EQUIPMENT

Plant and equipment assets are initially measured at cost less accumulated depreciation and any
accumulated impairment losses. The Company's plant and equipment comprises Computer Equipment,
Leasehold Improvements and Office Equipment.

Depreciation on plant and equipment 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 plant and equipment are:
Office Equipment - 13% on diminishing value
Leasehold Improvements - 6% on diminishing value
Computer Equipment - 50% on diminishing value

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.

Amortisation on 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 intangible assets are:
Computer Software - 50% on diminishing value

IMPAIRMENT OF NON-FINANCIAL ASSETS

At each reporting date, the Company reviews the carrying amounts of its non-financial assets (other
than insurance and reinsurance contract assets, deferred tax assets and employee benefit assets) to
determine whether there is any indication of impairment. If any such indication exists, then the asset’s
recoverable amount is estimated.

PROVISIONS

A provision is recognised in the Statement of Financial Position when: the Company has a present legal or
constructive obligation as a result of past events; it is probable that an outflow or resources will be
required to settle the obligation; and a reliable estimate can be made of the amount of the obligation.
Provisions are not recognised for future operating losses.

SHARE CAPITAL

Ordinary shares are classified as equity.

LEASES

At inception of a contract, the Company assesses whether a contract is, or contains, a lease. A contract
is, or contains, a lease if the contract conveys the right to control the use of an identified asset for a
period of time in exchange for consideration - i.e. the customer has the rights to:

e obtain substantially all of the economic benefits from using the asset; and
e direct the use of the asset.
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4. SUMMARY OF MATERIAL ACCOUNTING POLICIES (Continued)

L) LEASES (continued)

The Company recognises a right-of-use asset and a lease liability at the lease commencement date.
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:
e The amount of the initial measurement of the lease liability
e 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.

The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the end of the lease term. The primary annual rate used for right of use assets
is:

Right of Use Asset - 6% straight line

In addition, the right-of-use asset is periodically reduced by any impairment losses and adjusted for
certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be
readily determined, the Company’s incremental borrowing rate. Generally, the Company uses

its incremental borrowing rate as the discount rate.

The Company determines its incremental borrowing rate by analysing its borrowings from various
external sources and makes certain adjustments to reflect the terms of the lease and type of asset
leased.

The lease liability is measured at amortised cost using the effective interest method. It is
remeasured when there is:
¢ achange in future lease payments arising from a change in an index or rate;
¢ achange in the amounts expected to be payable under a residual value guarantee;
¢ achange in the Company’s assessment of whether it will exercise a purchase, extension or
termination option; or
e arevised in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the
carrying amount of the right-of-use asset, or is recorded in profit or loss if the carrying amount of
the right-of-use asset has been reduced to zero.

The Company presents its right-of-use assets and lease liabilities on the statement of financial position.

5. USE OF JUDGEMENTS AND ESTIMATES

In preparing these financial statements, the Company has made judgements and estimates that affect the
application of the Company’s accounting policies and the reported amounts of assets, liabilities, income
and expenses. All estimates are based on management’s knowledge of current facts and circumstances,
assumptions based on that knowledge and predictions of future events and actions. Actual results may
differ from these estimates.

Items that are considered particularly sensitive to changes in estimates and assumptions, and the
relevant accounting policies are those which relate to insurance contracts, fair value measurement and
impairment of financial assets.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are
recognised prospectively.
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5. USE OF JUDGEMENTS AND ESTIMATES (continued)

A) JUDGEMENTS

Information about judgements made in applying accounting policies that have the most significant effects

on the amounts recognised in the financial statements is included in the following notes:

. Notes 7(J)(iv) and 4(B)(iii) - impairment of financial assets; establishing the criteria for determining
whether credit risk on the financial asset has increased significantly since initial recognition,
determining the methodology for incorporating forward-looking information into the measurement of
ECL and selection and approval of models used to measure ECL.

. Note 4(B)(ii) — classification of financial assets: assessing the business model within which the assets
are held and whether the contractual terms of the assets are solely payments of principal and
interest (SPPI) on the principal amount outstanding.

. Note 8 and 4(A)(i)- classification of insurance and reinsurance contracts: assessing whether the
contract transfers significant insurance risk

. Note 8 and 4(A)(ii) - level of aggregation of insurance and reinsurance contracts: identifying
portfolios of contracts and determining groups of contracts that are onerous on initial recognition and
those that have no significant possibility of becoming onerous subsequently.

. Note 8(B) and 4(A)(v) — measurement of insurance and reinsurance contracts: determining the
techniques for estimating risk adjustments for non-financial risk and the coverage units provided
under a contract

B) ASSUMPTIONS AND ESTIMATION UNCERTAINTIES

Information about assumptions and estimation uncertainties at 31 March 2025 that have a significant risk
of resulting in a material adjustment to the carrying amounts of assets and liabilities in the next financial
year is included in the following notes:

. Notes 7(J)(iv) and 4(B)(iii) — impairment of financial assets: determination of inputs into the ECL
measurement model, including key assumptions used in estimating recoverable cash flows and
incorporation of forward-looking information;

¢ Note 30 - measurement of the fair value of financial instruments with significant unobservable
inputs;

¢ Note 16 - recognition of deferred tax assets: availability of future taxable profit against which
deductible temporary differences and tax losses carried forward can be used; and

Information about assumptions made in measuring insurance and reinsurance contracts is included in

Note 8(B). Changes in the following key assumptions may change the fulfilment cash flows materially

during 2025. However, these changes would adjust the CSM and would not affect the carrying amounts

of the contracts, unless they arise from onerous contracts or do not relate to future services:

e life contracts: assumptions about future cash flows relating to mortality, morbidity, policyholder
behaviour, participation percentages and crediting rates;

¢ non-life contracts: assumptions about claims development; and

e all contracts: assumptions about discount rates, including any illiquidity premiums.

Insurance contract assets and liabilities

Insurance contract assets and liabilities are valued using actuarial methods that take into account the
risks and uncertainties of the particular classes of insurance business written (refer Note 6).

The key factors that affect the estimated value of the insurance contract assets and liabilities are:

e  The cost of providing benefits and administering the insurance contracts.

e The costs incurred in acquiring the insurance policies (acquisition costs), including distributor
commissions, adviser salaries, underwriting and policy issue costs.

. Mortality and morbidity experience on life insurance products.

. Discontinuance experience which affects the ability to recover acquisition costs.

. Reinsurance arrangements and timing of future cash flows under these arrangements, which
include reinsurance expense, reinsurance recoveries and reinsurance commission revenue.

. Future premium rates.

e  Other factors such as regulation, competition, interest rates, and general economic conditions
which are used in the valuation of insurance contract assets and liabilities.
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6. ACTUARIAL METHODS AND ASSUMPTIONS

An actuarial report on insurance contract assets and liabilities, as at 31 March 2025, was prepared by N
Thomas of Actuary and Governance Limited (the Company’s Appointed Actuary), Fellow of the New
Zealand Society of Actuaries (FNZSA), and signed on 5 May 2025. The actuarial report indicates that the
Actuary was satisfied as to the accuracy of the data upon which the insurance contract assets and
liabilities have been determined.

Methods used in the valuation of insurance contract assets and liabilities

The Actuary certified that the value of insurance contract assets and liabilities, including reserves for
claims, has been determined in accordance with methods and assumptions disclosed in the actuarial
report and with Professional Standard No. 90 ‘General Actuarial Practice’ (PS90) of the New Zealand
Society of Actuaries.

Insurance contract assets and liabilities were measured as the present value of expected future cash
flows (Best Estimate Liabilities) with additions for non-financial risk (Risk Adjustment) and expected
future profits (Contractual Service Margin).

Actuarial assumptions used in the valuation of insurance contract assets and liabilities
a) Discount Rates

Life 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 the NZ
Treasury risk-free forward rates, adjusted by the change in closing swap rates published by the Reserve
Bank of NZ. The illiquidity premium is based on a proportion of the spread to Australian Commonwealth
Government Securities (CGS) for non-financial corporate bonds with broad credit rating (as determined
by Standard and Poor’s) of A and target tenor of 3 years.

Discount rates applied for discounting of future cash flows are listed below:

%s 1 5 10 15 20 25 30 35 40
Year Years Years Years Years Years Years Years Years

2025
Insurance Contracts 3.65 4.84 5.96 5.98 5.98 5.98 5.93 5.20 4.51

2024
Insurance Contracts 5.31 4.67 5.54 5.35 5.35 5.35 5.15 4.71 4.46

b)  Acquisition expenses

Acquisition expense assumptions were based on the actual acquisition expenses incurred for the year
ending 31 March 2025.

c) Maintenance expenses

Maintenance expense assumptions were based on the Company's business plan for the period to 31 March
2025, allowing for new business expected. From April 2025 the unit expenses have been increased at
2.50% per annum, as per inflation relevant for the company over the long term. (2024: From April 2024
the unit expenses have been increased at 3.00% per annum, as per inflation relevant for the company
over the long term).

d) Taxation
The future rate of taxation was assumed to be 28% (2024: 28%).

e) Mortality and Morbidity Rates (Insurance risk and Reinsurance business)

Assumptions are primarily based on standard NZ industry tables for the type of product reflecting the
Company’s own experiences where available. Mortality and morbidity assumptions are usually
differentiated by product, gender, smoker status and age. An increase in expected mortality and
morbidity rates will increase the expected claim cost which will reduce future expected profits of the
Company.
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6. ACTUARIAL METHODS AND ASSUMPTIONS (continued)

e) Mortality and Morbidity Rates (Insurance risk and Reinsurance business) (continued)

The table below summarises the mortality and morbidity assumptions used to estimate the fulfilment cash

flows:
Claims Assumptions as a % of Standard Table
Product Type 31-Mar-25 | 31-Mar-24 |Standard Table
Term Life 57% 77% NZ04
Funeral Cover 91% 83% Custom 1
Critical Condition 29% 85% Reinsurance Rates
Income Protection 40.0% 40.5% Custom 2
Fast Protect 102% 103% Custom 2
SBS Payment Protection 80% 81% Custom 2

Future mortality for all Term Insurance products is assumed in aggregate to be 57% of NZ04 mortality
table of the New Zealand Society of Actuaries (2024 77% of NZ04), based on the Company's own
experience.

Future mortality for Funeral Insurance is assumed in aggregate to be 91% of a standard table developed
previously for the Company by Peter Davies (the Company’s previous Appointed Actuary) based on the
Company's own experience (2024: 83%).

Critical Condition Insurance claim inception rates are 29% of reinsurance rates which is unchanged from
last year (2024: 85%).

The claims incidence rate factors for the Company’s other regular short-term Income Protection, Payment
Protection and Fast Protect products are based on a percentage of a long-standing custom standard table.

Loading factor assumptions are applied to the Income Protection incidence rates depending on the
occupation class and waiting period of the contract. The loading factors applied to higher-risk occupation
classes (3 and 4) and waiting periods (60 and 90 days) are unchanged from last year. The Income
Protection product also has a redundancy.

The table below summarises the claims incidence assumptions used to estimate the fulfilment cash flows
for the single premium Payment Protection & GAP Insurances:

Single Premium Payment Protection & GAP Insurances — Incidence Rates

Incidence rates per $1,000 of sum assured 2025 2024
Death 0.5 0.5
Disability 3.0 3.0
Redundancy 2.0 1.0
Chattel 1.5 2.1
GAP 3.4 9.6
Redundancy Rider 5.0 10.0

Future Single Premium Payment Protection claims-in-payment continuance assumptions were based on
the Company's average claim duration experience and is 10.9173 months over the maximum three-year
benefit period (2024 equivalent: 7.649 months).

Future Regular Premium Disability claims-in-payment continuance rates were based on the Company's
experience and is 5.2902 months over the benefit period for each product (2024 equivalent: 5.468
months).

Future Regular Premium Payment Protection claims-in-payment continuance assumptions were based on
the Company's experience and is 5.2427 months over the benefit period for each product (2024
equivalent: 5.468 months).

Future Fast Protect claims-in-payment continuance assumptions were based on the Company's experience
and is 3.571 months over the benefit period for each product (2024 equivalent: 0.425 to 3.826 months).

Future Redundancy claims-in-payment continuance assumptions were based on the Company's average

claim duration experience and is 6.0 months over the 6-month benefit period for each product (2024
equivalent: 6.0 months).
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6. ACTUARIAL METHODS AND ASSUMPTIONS (continued)

f) Risk Adjustment for Non-Financial Risk

The risk adjustment for non-financial risk represents the expected compensation that the Company
requires for bearing the uncertainty about the amount and timing of the cash flows of groups of insurance
contracts and covers non-financial risks such as mortality risk, morbidity risk, lapse risk and expense risk.

The risk adjustment reflects an amount that an insurer would rationally pay under reasonable
circumstances to remove the uncertainty that future cash flows will exceed the best estimate amount.

The Company has estimated the risk adjustment using a confidence limit approach set at 80% probability
of sufficiency (PoS). This approach requires the Company to estimate the probability distribution of the
fulfilment cash flows and determine the 80th percentile for the key non-financial assumptions: mortality,
morbidity, lapses and expenses. The risk adjustment is equal to change in expected net out flows
compared to the best estimate position where assumptions are taken from the mean of the distribution.
The Company’s risk adjustment is calculated by product and separately for gross of reinsurance and
reinsurance contracts.

f) Lapses and Surrender Rates

Lapses relate to the termination of policies due to the voluntary cancellation of a policy, or non-payment
of premiums. Lapse rate assumptions are determined using statistical measures based on the Company’s
own experience where available, varying by product type, policy duration from when the contract was first
sold. An increase in lapse rates would tend to reduce profits of the Company for most products,
particularly early in the life of the policy. However, in some cases it could have a neutral impact, or an
increase in profits when there are higher lapses later in the life of a policy, particularly for level-premium
Term Life and Funeral Cover products that are lapse supported.

g) Discontinuances

Future rates of discontinuance are assumed to be between 0% and 51% p.a. (2024: 0% and 42% p.a.),
according to product and duration in force, based on the Company's recent and expected future
experience.

h)  Surrender Values

Surrender values are assumed to be paid according to current formulae.

7. RISK

Insurance and reinsurance contracts expose the Company to underwriting risk, which comprises insurance
risk, policyholder behaviour risk and expense risk. In addition, the Company is exposed to financial and
operational risks from insurance and reinsurance contracts and financial instruments. Financial risks
include credit risk, liquidity risk and market risk.

This note presents information about the Company’s risk exposures, and the Company’s objectives,
policies and processes for measuring and managing risks and for managing capital.

A) RISK MANAGEMENT FRAMEWORK

The Board of Directors (the ‘Board’) has established a risk management programme to ensure effective
identification, management, monitoring, and reporting of risk across all business areas and to comply with
the Insurance (Prudential Supervision) Act 2010.

This programme includes formal and documented processes for managing specific types of risk, detailing
roles and responsibilities, risk assessment and management processes, and delegated risk authorities.
Risk identification is conducted annually and continually on an ad hoc basis.

The Company is exposed to various key risks, including:

. Financial Risk Classes
o  Strategic Risk
Capital Risk
Credit Risk
Insurance Risk
Liquidity Risk
Market Risk

O O O O O
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7. RISK (continued)

A) RISK MANAGEMENT FRAMEWORK (continued)

. Non-Financial Risk Classes
o  Conduct Risk
Compliance Risk
Operational Risk (includes People Risk, Third-party, Cyber and Technology Risk)
Reputational Risk

O O O

The Company’s approach to achieving effective risk management is to embed a risk-aware culture where
everyone across the organisation (including contractors and third parties) is responsible for managing
risk.

The Company’s Board has overall responsibility for the establishment and oversight of the Company’s risk
management framework. The Company’s Audit & Risk Committee is responsible for approving and
monitoring the company’s risk management policies, and reports regularly to the Board of Directors on its
activities.

The Company’s risk management policies are established to identify and analyse the risks faced

by the Company, set appropriate risk limits and controls, and monitor adherence to risk limits. Risk
management policies are reviewed regularly to reflect changes in market conditions and the
Company’s activities. The Company, through its training and management standards and procedures,
aims to develop a disciplined and constructive control environment in which all employees
understand their roles and obligations.

The Company’s Audit & Risk Committee oversees how management monitors compliance with the
Company’s risk management policies and procedures, and reviews the adequacy of the risk management
framework in relation to the risks faced by the Company. It is assisted in its oversight role by internal
audit, which undertakes both regular and ad hoc reviews of risk management controls and procedures,
the results of which are reported to the Company’s Audit & Risk Committee.

Operating within this policy framework, the Company employs risk management programmes, including
insurance programmes (largely conducted through the use of proportional and stop loss reinsurance).

B) CONDUCT RISK
Conduct risk is the risk that our actions or behaviours may contribute to poor outcomes for customers.

The Company manages its conduct risk by:

e undertaking ongoing product reviews to ensure products are suitable, fit for purpose and delivering
good outcomes

. reviewing customer feedback to identify potential conduct trends or issues

e ensuring all staff are appropriately trained and receive regular refresher training on conduct
matters, including how to manage customers requiring extra care

. Board oversight of the Company’s Risk Management Programme including regular reporting to the
Board and Executive.

C) COMPLIANCE RISK

Compliance risk is the risk of legal or regulatory sanction, financial or reputational loss, arising from our
failure to abide by and comply with required legislative and regulatory obligations.

The Company manages its compliance risk by:

. Ensuring compliance programmes and controls assurance frameworks are in place to drive
compliance with our legal obligations and regulatory requirements including licence conditions,
industry codes and standards, and internal policies and processes.

. Reviewing and conducting control testing to provide positive assurance that the Company has
adequate systems in place to monitor and control the material risks, and that those systems are
being properly applied.

e Board oversight of the Company’s compliance assurance management programmes including
regular reporting to the Board and Executive.

D) INSURANCE RISK
Insurance risk is the risk that either inadequate or inappropriate product design, pricing, underwriting,

reserving, claims management or reinsurance management will expose the Company to financial loss
and, in the worst case, a consequent inability to meet its liabilities when they fall due.
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7. RISK (continued)

D) INSURANCE RISK (continued)

There are a number of key strategies in place which mitigate insurance risk, including:
e the use of approved and documented underwriting policies and procedures to determine the
acceptance and appropriate pricing of risk
e the use of actuarial models to calculate premiums and to monitor claim patterns
. reinsurance arrangements that limit the Company's exposure to individual and catastrophic risks
e the diversification of insurance business over different risk types and distribution channels

i Key risks arising from contracts issued

The Company issues insurance contracts. The nature and extent of the underwriting and financial risks
arising from these contracts are determined by the contract design. The risks are evaluated for risk
management purposes in conjunction with the risks mitigated by related reinsurance contracts and the
risks arising from financial assets held to fund the settlement of the liabilities. The extent to which profit
or loss and equity in any period are sensitive to financial risks depends on the extent to which they are
economically hedged or borne by contract holders and the extent of any mismatches inherent in the
accounting policies adopted by the Company.

Product

Key Risks

Risk Mitigation

Term assurance
and critical illness

Mortality Risk: death of policyholder earlier
than expected.

Morbidity risk: diagnosis of critical illness
earlier than expected.

Policy design, underwriting
processes, risk pool diversification,
monitoring and adjustment and
reinsurance with financially strong
reinsurers.

Expense risk: the potential for costs to exceed
expectations, due to various factors such as
inflation, changes in regulatory requirements of
inefficiencies in the Company’s operations.

Efficiency improvements, cost
control measures, strategic
outsourcing, technology
investments and risk-based capital
management practices.

Lapse risk: the potential that policyholders may
allow their policies to lapse or terminate at a
rate, which is higher (or lower) than expected
(depending on the product)).

Pricing policies appropriately and
monitoring lapse rates closely.

These key risks reflect only the downside risk to the company. For most of these risks, there is also

an upside risk.

All life risk contracts expose the Company to significant insurance risk. Although mortality, morbidity and
longevity experience may be affected by unexpected events (e.g. epidemics), the most significant
changes to insurance risk factors (e.g. lifestyle changes, medical advances and improvements in social
conditions) tend to occur over a long period of time. The longer the coverage period, the greater the

Company'’s exposure to insurance risk.

All life risk contracts expose the Company to interest rate risk. Interest rate risk arises from the extent to
which the actual return on financial assets held to fund the settlement of liabilities differs from the
expected return when the contracts were issued.

Term assurance contracts provide policyholders with a fixed lump sum payable on death. Term assurance
contracts provide coverage over a fixed term. Term assurance premiums may be level or increasing over
time (for yearly renewable contracts).

Critical illness contracts are similar to term assurance but pay out a lump sum if the policyholder is
diagnosed with an illness specified in the contract.

il. Sensitivity analysis

The table below analyses how the CSM, profit or loss and equity would have increased (or decreased) if
changes in underwriting risk variables that were reasonably possible at the reporting date had occurred.
This analysis presents the sensitivities both before and after risk mitigation by reinsurance and assumes
that all other variables remain constant.
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7. RISK (continued)

D) INSURANCE RISK (continued)

il. Sensitivity analysis (continued)

2025
In NZD thousands as at 31 March CSM Profit or Loss Equity
Gross Net Gross Net Gross Net
Mortality rates (1% increase) (23) 75 (34) (35) (34) (35)
Mortality rates (1% decrease) 24 (75) 34 35 34 35
Morbidity rates (1% increase) (14) (12) (13) (13) (13) (13)
Morbidity rates (1% decrease) 14 12 13 13 13 13
Expenses (5% increase) (132) (161) (146) (117) (146) (117)
Expenses (5% decrease) 136 165 143 114 143 114
Lapse rates (5% increase) (28) 176 45 (10) 45 (10)
Lapse rates (5% decrease) 28 (188) (45) 13 (45) 13
2024
In NZD thousands as at 31 March CSM Profit or Loss Equity
Gross Net Gross Net Gross Net
Mortality rates (1% increase) (26) 94 (45) (41) (45) (41)
Mortality rates (1% decrease) 26 (94) 45 42 45 42
Morbidity rates (1% increase) (7) (2) (10) (11) (10) (11)
Morbidity rates (1% decrease) 7 2 10 11 10 11
Expenses (5% increase) (102) (138) (156) (120) (156) (120)
Expenses (5% decrease) 103 139 155 119 155 119
Lapse rates (5% increase) (1) 132 44 3 44 3
Lapse rates (5% decrease) 1 (140) (45) (2) (45) (2)

E) STRATEGIC RISK

Strategic risk is the risk of a strategic event that could materially disrupt the Company's business

operations or result in significant financial loss that could result in the Company's inability to continue as
an independent going concern under current ownership arrangements or could result in the Company
being placed in Statutory Management.

The Company manages its strategic risk by:

diversification of income streams across different classes of business and to include non-
underwriting sources of profit

diversification of income streams through the use of multiple distribution channels and including
retail and wholesale insurance offerings

established and operational Business Continuity Programme, Incident Response and Crisis Event
Management plans.

identified contingency strategies for all significant risks

ongoing monitoring of competitor and legislative developments

F) LIQUIDITY RISK

Liquidity risk is the risk that an organisation will not be able to meet its financial obligations as and when
they fall due and at a reasonable cost.

The Company manages its liquidity risk on an on-ongoing basis by:

maintaining a significant portion of its investment portfolio in short-term interest-bearing
securities which can be liquidated at short notice

holding longer dated investments to support insurance liabilities held in highly liquid issues of
tradable securities

maintaining sufficient liquid assets to meet both its expected and unexpected cash flows
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7. RISK (continued)
F) LIQUIDITY RISK (continued)

i. Maturity analysis — Insurance and Reinsurance Contracts

The following table provides a maturity analysis of the Company’s insurance and reinsurance contracts,
which reflects the dates on which the cash flows are expected to occur.

In NZD thousands as at 31 March  Less than 1-2 2-3 3-4 4-5 More than Total
1 Year Years Years Years Years 5 Years
2025
Insurance Contracts (1,429) (882) (527) (334) (181) (1,233) (4,586)
Reinsurance Contracts (383) (385) (387) (384) (384) (9754) (11,677)
(1,812) (1,267) (914) (718) (565) (10,987) (16,263)
2024
Insurance Contracts (943) (619) (405) (333) (270) (2,662) (5,232)
Reinsurance Contracts (264) (259) (259) (261) (260) (7,809) (9,112)

(1,207) (878) (664) (594) (530) (10,471) (14,344)

il. Maturity analysis — Financial instruments

The table below shows the maturity of the Company’s financial assets and liabilities. Where the
counterparty has discretion in requesting payment, liabilities have been classified according to the earliest
time period in which the Company may be required to pay.

Refer to Note 21 for a maturity analysis of lease liabilities as at 31 March 2025 and 31 March 2024.

In NZD thousands as at 31 March On Demand 1-6 6-12 12-24 > 24
Months Months Months Months

2025
Financial assets:
Cash and cash equivalents 4,594 - - -
Receivables 1,973 6,107 558 -
Investments 13,163 = = -

18,223 7,827 558 -
Financial liabilities:
Payables and other financial liabilities 1,406 3,181 - -

1,406 3,181 - -

2024
Financial assets:
Cash and cash equivalents 9,925 - - -
Receivables 1,734 4,002 2,304 -
Investments 6,848 206 - -

18,507 4,208 2,304 -

Financial liabilities:
Payables and other financial liabilities 1,691 3,047 - -

1,691 3,047 - -

G) MARKET RISK

Market risk is the risk that changes in market prices - e.g. interest rates and equity prices — will affect the
fulfilment cash flows of insurance and reinsurance contracts as well as the fair value or future cash flows
of financial instruments. The objective of market risk management is to control market risk exposures
within acceptable parameters while optimising the return on risk.

Market risk principally arises from the Company’s managed fund investments, interest-bearing financial
assets and financial liabilities. The Company manages its market risk by:

e where possible, matching asset durations against its liabilities

e investing defensively where assets are not required to meet liabilities

. maintaining no off-balance sheet exposures
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7.

RISK (continued)

G) MARKET RISK (continued)

The Board sets the Company’s strategy for managing market risk. Senior management oversees the
implementation of this strategy. The asset and liability matching framework seeks to match the cash
flows arising from the Company’s financial investments with the cash flows arising from its insurance
contracts while optimising long-term investment return on its financial investments representing
shareholders’ equity for an acceptable level of risk. The Board seeks to achieve this by setting limits both
for each type of risk in aggregate and for individual portfolios. On a day-to-day basis, responsibility for
monitoring market risk exposures rests with senior management.

Interest Rate Risk

Interest rate risk on financial instruments arises primarily from the Company’s investments in managed
funds. These investments are exposed to the risk of adverse changes in fair values or future cash flows
because of changes in market interest rates.

The Company monitors its interest rate risk exposure through periodic reviews of asset and liability
positions. Additionally, estimates of cash flows and the impact of interest rate fluctuations are modelled
and reviewed periodically.

For the year ended 31 March if interest rates on cash deposits and interest-bearing investments had been
higher or lower with all other variables held constant the impact on the CSM, post-tax profits and equity
would have been as follows:

2025

In NZD thousands as at 31 March Change in Impact Impact on Impact
Interest on CSM Profit or on Equity

Rate Loss

Cash and cash equivalents +100 bps -

Financial assets at fair value +100 bps -

Insurance and reinsurance contracts + 50 bps 12 308 308

Cash and cash equivalents -100 bps -

Financial assets at fair value -100 bps -

Insurance and reinsurance contracts - 50 bps (9) 335 335

2024

In NZD thousands as at 31 March Change in Impact Impact on Impact
Interest on CSM Profit or on Equity

Rate Loss

Cash and cash equivalents +100 bps - 58 58

Financial assets at fair value +100 bps - 2 2

Insurance and reinsurance contracts + 50 bps 3 (277) (277)

Cash and cash equivalents -100 bps - (58) (58)

Financial assets at fair value -100 bps - (2) (2)

Insurance and reinsurance contracts - 50 bps (3) 302 302

H) CAPITAL MANAGEMENT

The Company's capital management objectives are to ensure an adequate and prudent level of capital is
maintained to support the risks borne by the business and in turn protect policyholders and shareholder’s
interests, and to meet its obligations under the Insurance (Prudential Supervision) Act 2010.

The Act requires the Company to maintain a minimum level of capital at all times that meets the Solvency
Standard for Life Insurance Business (Solvency Standard).

The Directors have adopted a policy of holding a "buffer" amount of free capital over and above the
minimum level of capital required by the Solvency Standard.

Solvency

The Solvency Standard requires the Company to hold a minimum level of capital at all times. This must
be in excess of either $5,000,000 or the (risk-based) calculated minimum solvency capital requirement -
whichever is higher.

Statutory Funds

A life insurer is required to have at least one statutory fund in respect of its life insurance business. The
Company established "Southsure Statutory Fund No 1" (the Fund) on 1 April 2013.
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7.

RISK (continued)

H) CAPITAL MANAGEMENT (continued)

The Fund gives priority to policy holders to the assets held in the Fund ahead of the claims of any other
creditor. All operating profits and losses generated by the Fund are retained within the Fund and
distributions of these can only be made provided they comply with the requirements of the Insurance
(Prudential Supervision) Act 2010 and the Insurance (Prudential Supervision) Regulations 2010. These
requirements include receiving and having regard to the Company's Appointed Actuary’s written advice as
to the likely consequences of any proposed distribution. A distribution of the Fund’s retained profits must
not be made if the distribution would have the result that the Company would fail to maintain the
minimum solvency margin in relation to the Fund.

The Act requires disclosure of the solvency margins for the Fund, the business and assets outside the
fund and for the Company as a whole. The following tables show the solvency margin, assets, liabilities,
equity and profit by Fund.

Solvency positions for 31 March 2025 and 31 March 2024 are presented under the Interim Solvency
Standard 2023 (as amended).

In NZD thousands, for the year ended 31 March Stitju:gry Sh:?:l;loltz er Company
Fund
2025 $000s $000s $000s
Actual Solvency Capital 6,627 10,472 17,099
Actual Prescribed Capital Requirement 5,420 1,241 6,491
Solvency Margin 1,207 9,231 10,608
Solvency Ratio 122% 844% 263%
2024
Actual Solvency Capital 6,303 11,116 17,419
Actual Prescribed Capital Requirement 5,000 909 5,000
Solvency Margin 1,303 10,207 12,419
Solvency Ratio 126% 1223% 348%
I) OPERATIONAL RISK
Operational risk is the risk arising from day-to-day operational activities. These activities may result in
direct or indirect losses resulting from failure to comply with policies, procedures, laws and regulations,
from fraud or forgery, other malicious acts, a breakdown in the availability or integrity of services,
systems and information, or damage to Southsure’s reputation. The Company aims to minimise the
impact of operational risks by ensuring the appropriate risk management policies, controls, systems, staff
and processes are in place.
The Company’s objective in managing operational risk is to balance the avoidance of financial losses and
damage to the Company’s reputation with overall cost-effectiveness and innovation. In all cases,
Company policy requires compliance with all applicable legal and regulatory requirements.
The Company’s audit and risk committee is responsible for the development and implementation of
controls to address operational risk. This responsibility is supported by the development of overall
Company standards for the management of operational risk in the following areas:
e appropriate segregation of duties, including the independent authorisation of transactions;
. requirements for the reconciliation and monitoring of transactions;
e compliance with regulatory and other legal requirements;
¢ documentation of controls and procedures;
. requirements for the periodic assessment of operational risks faced, and the adequacy of
controls and procedures to address the risks identified;
. requirements for the reporting of operational losses and proposed remedial action;
¢ development of contingency plans;
e training and professional development;
e ethical and business standards;
. IT, data security and cyber risks; and
e risk mitigation, including insurance where this is cost-effective.
Compliance with Company standards is supported by a programme of periodic reviews undertaken by
internal audit. The results of internal audit reviews are discussed with the Company’s audit and risk
committee and senior management.
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7. RISK (continued)
J) CREDIT RISK

Credit risk is the risk of financial loss that arises from a counterparty failing to meet their contractual
commitment in full and on time, or from losses arising from the change in value of a financial instrument
as a result of changes in credit risk on that instrument. Credit risk principally arises from the Company’s
fixed interest and cash investments, policyholder premiums and reinsurance exposures.

i. Management of Credit Risk

The Company manages credit risk by:

e diversifying investment exposures across a range of counterparties

. limiting exposure to high credit quality and individual counterparties

e the use of standard credit control techniques which ensure that premium payments are made
within a reasonable timeframe, or cover and hence exposure to claim is cancelled;

e the placement of reinsurance cover in accordance with the Company’s reinsurance policies and
the regular monitoring of the reinsurer credit risk rating

. limiting of business partnerships to high reputation, high credit quality counterparties where
possible

The Company's Investment Policy ensures that credit concentration is managed appropriately. This is
achieved by setting maximum asset allocation limits and limiting the asset class allocations to a maximum
level of total assets to be held with one counterparty.

The Company uses risk gradings to categorise exposures according to the degree of risk of default when
external credit ratings are not available. The current risk grading framework consists of seven grades
reflecting varying degrees of risk of default. The responsibility for setting risk grades lies with senior
management. Specifically, the potential impact of reinsurer default is monitored and managed
accordingly. An indicative mapping of how the Company’s internal risk grades relate Fitch Ratings is as

follows.
Category Internal Grading External Rating
(when applicable)

High Grade Grade 1 AAA
Grade 2 AA- to AA+
Grade 3 A-to A+

Standard Grade Grade 4 BBB- to BB+

Substandard Grade 5

Past due but not impaired Grade 6 B+ or Below

Individually impaired Grade 7

ii. Credit Quality Analysis

The following table provides information regarding the credit risk exposure of the Company by classifying
assets according to external credit ratings (where appliable) and the Company’s credit ratings of
counterparties. The amounts represent the maximum amount exposure to credit risk. The credit risk
analysis below is presented in line with how the Company manages the risk. The Company manages its
credit exposure based on the carrying value of the financial instruments and insurance and reinsurance
contract assets.
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7. RISK (continued)

J) CREDIT RISK (Continued)

In NZD thousands, for the year ended 31 March 2025 2024

Cash and Cash Equivalents
Based on Fitch ratings

AA- To AAA+ 4,593 9,924
BBB- to BBB+ 1 1
4,594 9,925

Financial assets designated at FVTPL - Underlying Items
Based on Fitch ratings

AAA 3,241 1,576
AA- to AA+ 1,291 785
A- To A+ 1,106 524
BBB- to BBB+ 1,612 466
Based on internal ratings

Grade 3 901 -
Grade 4 5,012 3,080

13,163 6,431

Financial assets designated at amortised cost
Based on Fitch ratings

A- To AAA+ ] 623
- 623
Trade and Other Receivables
Based on internal ratings
Grade 4 8,628 8,027
Grade 6 5 13
8,633 8,040
Receivables within Insurance Contract Liabilities
Based on internal ratings
Grade 3 374 225
374 225
Reinsurance contact assets
Based on Fitch ratings
AA- to AA+ 227 774
227 774

ili. Concentration of Credit Risk

Concentration of credit risk exists if a number of counterparties are engaged in similar activities and have
similar economic characteristics that would cause their ability to meet contractual obligations to be
similarly affected by changes in economic conditions. The concentration of credit risk on financial assets
is generally the carrying amount, net of any provision for impairment. The Company does not expect any
investment or reinsurance counterparties to fail to meet their obligations given their high credit ratings.

iv. Amounts Arising from ECL on Financial Assets

When determining whether the credit risk (i.e. risk of default) on a financial instrument has increased
significantly since initial recognition, the Company considers reasonable and supportable information that
is relevant and available without undue cost or effort. This includes both qualitative and quantitative
information and analysis based on the Company’s experience, credit assessment and forward-looking
information.

The allowance for expected credit losses of trade receivables for the 2025 year was $5,000 (2024: nil).
Trade receivables primarily relates to premiums and fees due from clients. As at 31 March, the aging of
gross trade receivables were:

In NZD thousands, for the year ended 31 March 2025 2024
Not Yet Due or Current (0 - 30 Days) 8,345 7,748
31 - 60 days 3 12
61 - 90 days 1 21
91 - 120 days 1 4
Over 120 days 5 13
8,355 7,798
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8. INSURANCE CONTRACTS ISSUED AND REINSURANCE CONTRACTS HELD

The table below sets out the carrying amounts of portfolios of insurance and reinsurance contract assets
and liabilities:

In NZD thousands 2025 2024

Assets Liabilities Net Assets Liabilities Net
Insurance Contracts (150) 7,866 7,716 (184) 7,937 7,753
Reinsurance Contracts (227) 380 53 (774) 479 (295)
Total Insurance Contracts (377) 8,246 7,869 (958) 8,416 7,458

The following reconciliations show how the net carrying amounts of insurance contracts issued and
reinsurance contracts held changed during the period, as a result of cash flows and amounts recognised in
the statement of profit or loss and OCI. The Company presents a table that separately analyses
movements in the liabilities for remaining coverage and movements in the liabilities for incurred claims
and reconciles these movements to the line items in the statement of profit or loss and OCI. A second
reconciliation is presented, which separately analyses changes in the estimates of the present value of
future cash flows, the risk adjustment for non-financial risk and the CSM. The estimates of the present
value of future cash flows from insurance and reinsurance contract assets represent the Company’s
maximum exposure to credit risk from these assets.

Analysis by remaining coverage and incurred claims of insurance contracts

Year Ended
31 March 2025
Liabilities for Remaining

Coverage Liabilities Asset for
Excluding for Insu_ra_n_ce Total
In NZD thousands Loss Loss Incurred Acquisition
Component Claims Cash Flows
Component

Opening Insurance Contract Liabilities 4,679 2,490 819 (51) 7,937
Opening Insurance Contract Assets 41 - 84 (309) (184)
Net Opening Insurance Contract Liabilities/ (Assets) 4,720 2,490 903 (360) 7,753
Insurance revenue (8,025) - - - (8,025)

Contracts under the modified retrospective (8,025) _ _ _ (8,025)

transition approach
Insurance service expenses 5,661 (830) 2,349 19 7,199

Incurred claims and other insurance service 2,932 _ 3,085 ) 6,017

expenses

Losses and reversals of losses on onerous _ (830) ) ) (830)

contracts

Adjustments to liabilities for incurred claims - - (736) (736)

Amortisation of insurance acquisition cash flows 2,729 - - - 2,729

Impairment loss and reversals of impairment - - - 19 19
Insurance service result (2,364) (830) 2,349 19 (826)
Insurance finance expenses from insurance 515 _ _ _ 515
contracts recognised in profit or loss
Total changes in the statement of profit or
loss and OCI (1,849) (830) 2,349 19 (311)
Cash flows
Premiums received 9,538 - - - 9,538
Insurance acquisition cash flows (3,827) - - (40) (3,867)
Claims and other insurance service expenses paid (2,932) - (2,465) - (5,397)
Net cash inflows/(outflows) 2,779 - (2,465) (40) 274
Allocation from assets for insurance
acquisition cash flows to groups of insurance (46) - - 46 -
contracts
Net Closing Insurance Contract Liabilities/(Assets) 5,604 1,660 787 (335) 7,716
Closing Insurance Contract Liabilities 5,570 1,660 694 (58) 7,866
Closing Insurance Contract Assets 34 - 94 (278) (150)
Net Closing Insurance Contract Liabilities/(Assets) 5,604 1,660 788 (335) 7,716
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8. INSURANCE CONTRACTS ISSUED AND REINSURANCE CONTRACTS HELD (continued)
Analysis by remaining coverage and incurred claims of insurance contracts - Prior Period

Liabilities for Remaining

Year Ended
31 March 2024

Liabilities Asset for

Coverage
Excluding for Insu_ra_n'ce Total
In NZD thousands Loss Loss Incu_rred Acquisition
Component Claims Cash Flows
Component
Opening Insurance Contract Liabilities 4,203 3,168 995 (67) 8,299
Opening Insurance Contract Assets 32 - 107 (346) (207)
Net Opening Insurance Contract Liabilities/ (Assets) 4,235 3,168 1,102 (413) 8,092
Changes in the statement of profit or loss and OCI
Insurance revenue (7,301) - - - (7,301)
Contracts under the modified retrospective (7,301) _ ) ) (7,301)
transition approach
Insurance service expenses 5,043 (678) 1,985 3 6,353
Incurred claims and other insurance service 2,676 _ 3,165 _ 5,841
expenses
Amortisation of insurance acquisition cash flows - (678) - - (678)
Losses and reversals of losses on onerous _ _ (1,180) ) (1,180)
contracts
Adjustments to liabilities for incurred claims 2,367 - - - 2,367
Impairment loss and reversals of impairment - - - 3 3
Insurance service result (2,258) (678) 1,985 3 (948)
Insurance finance expenses from insurance 442 _ _ _ 442
contracts recognised in profit or loss
Total changes in the statement of profit or
loss and OCI (1,816) (678) 1,985 3 (506)
Cash flows
Premiums received 7,233 - - - 7,233
Insurance acquisition cash flows (2,207) - - - (2,207)
Claims and other insurance service expenses paid (2,675) - (2,184) - (4,859)
Net cash inflows/(outflows) 2,351 - (2,184) - 167
Allocation from assets for insurance
acquisition cash flows to groups of insurance (50) - - 50 -
contracts
Net Closing Insurance Contract Liabilities/(Assets) 4,720 2,490 903 (360) 7,753
Closing Insurance Contract Liabilities 4,679 2,490 819 (51) 7,937
Closing Insurance Contract Assets 41 - 84 (309) (184)
Net Closing Insurance Contract Liabilities/(Assets) 4,720 2,490 903 (360) 7,753
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8. INSURANCE CONTRACTS ISSUED AND REINSURANCE CONTRACTS HELD (continued)

Analysis by measurement component of insurance contracts

Year Ended
31 March 2025
Estimates of Risk
present adjustment Acquisition
In NZD thousands value of f_or non- CSM Cash Flows TOTAL
future cash financial
flows risk
Opening Insurance Contract Liabilities 4,383 1,724 1,881 (51) 7,937
Opening Insurance Contract Assets (93) 45 173 (309) (184)
Net Opening Insurance Contract Liabilities/(Assets) 4,290 1,769 2,054 (360) 7,753
Changes in the statement of profit or loss and OCI
Changes that relate to current services 1,470 (421) (1,011) - 38
CSM recognised for services provided - - (1,011) - (1,011)
Change in risk adjustment for non-financial risk - (421) - - (421)
Experience adjustments 1,470 - - - 1,470
Changes that relate to future services (1,527) 30 1,350 - (147)
Contracts initially recognised in the period (729) 201 865 - 337
Changes in estimates that adjust the CSM (485) - 485 - -
Changes in estimates that result in losses and (313) (171) ) ) (484)
reversal of losses on onerous contracts
Changes that relate to past services (736) - - 19 (717)
Adjustments to liabilities for incurred claims (736) - - - (736)
Impairment loss and reversals of impairment - - - 19 19
Insurance service result (793) (391) 339 19 (826)
Insurance finance expenses from insurance
contracts recognised in profit or loss 315 100 100 } 515
'g.'étlal changes in the statement of profit or loss and (478) (291) 439 19 (311)
Cash flows
Premiums received 9,538 - - - 9,538
Insurance acquisition cash flows (3,827) - - (40) (3,867)
Claims and other insurance service expenses paid (5,397) - - - (5,397)
Net cash inflows 314 (40) 274
Allocation from assets for insurance acquisition
. (46) - - 46 -
cash flows to groups of insurance contracts
Net Closing Insurance Contract Liabilities/(Assets) 4,080 1,478 2,493 (335) 7,716
Closing Insurance Contract Liabilities 4,128 1,448 2,348 (57) 7,866
Closing Insurance Contract Assets (48) 30 145 (278 (150)
Net Closing Insurance Contract Liabilities/(Assets) 4,080 1,478 2,493 (335) 7,716
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8. INSURANCE CONTRACTS ISSUED AND REINSURANCE CONTRACTS HELD (continued)
Analysis by measurement component of insurance contracts - Prior Period

Year Ended
31 March 2024
. Risk
In NZD thousands plsrsetsl:“attsz'ﬁz a‘:il:srtn?rint cSM Acquisition  pop,,
of future cash i . Cash Flows
flows |na_nC|aI
risk

Opening Insurance Contract Liabilities 5,064 1,746 1,556 (67) 8,299
Opening Insurance Contract Assets (73) 41 171 (346) (207)
Net Opening Insurance Contract Liabilities/ (Assets) 4,991 1,787 1,727 (413) 8,092
Changes in the statement of profit or loss and OCI
Changes that relate to current services 1,449 (302) (996) - 151

CSM recognised for services provided - - (996) - (996)

Change in risk adjustment for non-financial risk - (302) - - (302)

Experience adjustments 1,449 - - - 1,449
Changes that relate to future services (1,344) 169 1,254 - 79

Contracts initially recognised in the period (739) 195 888 - 344

Changes in estimates that adjust the CSM (345) (21) 366 - -

Changes in estimates that result in losses and (260) (5) ) ) (265)

reversal of losses on onerous contracts
Changes that relate to past services (1,181) - - 3 (1,178)

Adjustments to liabilities for incurred claims (1,181) - - - (1,181)

Impairment loss and reversals of impairment - - - 3 3
Insurance service result (1,076) (133) 258 3 (948)
Insurance finance expenses from insurance
contracts recognised in profit or loss 258 115 69 442
'(I;c():tIal changes in the statement of profit or loss and (818) (18) 327 3 (506)
Cash flows
Premiums received 7,233 - - - 7,233
Insurance acquisition cash flows (2,207) - - - (2,207)
Claims and other insurance service expenses paid (4,859) - - - (4,859)
Net cash inflows 167 - - - 167
Allocation from assets for insurance
acquisition cash flows to groups of insurance (50) - - 50 -
contracts
Net Closing Insurance Contract Liabilities/(Assets) 4,290 1,769 2,054 (360) 7,753
Closing Insurance Contract Liabilities 4,383 1,724 1,881 (51) 7,937
Closing Insurance Contract Assets (93) 45 173 (309) (184)
Net Closing Insurance Contract Liabilities/(Assets) 4,290 1,769 2,054 (360) 7,753
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8. INSURANCE CONTRACTS ISSUED AND REINSURANCE CONTRACTS HELD (continued)

Analysis by remaining coverage and incurred claims of reinsurance contracts held

Assets for Remaining

Year Ended

31 March 2025

Coverage Assets
Excluding Loss Incf::re d Total
In NZD thousands Loss lai
Component Component Claims
Opening Reinsurance Contract Assets (275) 838 211 774
Opening Reinsurance Contract Liabilities (538) - 59 (479)
Net Opening Reinsurance Contract Assets/(Liabilities) (813) 838 270 295
Allocation of reinsurance premiums (1,186) - - (1,186)
Amounts relating to the changes in the assets for remaining (1,186) _ _ (1,186)
coverage
Amounts recoverable from reinsurers - (491) 450 (41)
Amounts recoverable for claims and other expenses
. . . - - 360 360
incurred during the period
Changes in the amounts recoverable arising from changes ) - - -
in liability for incurred claims
Changes in fulfilment cash flows which relate to onerous ) (401) 90 (311)
underlying contracts
Recoveries and reversals of recoveries of losses on onerous
. - (90) - (90)
underlying contract
Reinsurance service result (1,186) (491) 450 (1,227)
Reinsurance finance income from reinsurance contracts
. N N 356 - - 356
recognised in profit or loss
Total changes in the statement of profit or loss and OCI (830) (491) 450 (871)
Cash flows
Premiums paid 1,045 - - 1,045
Amounts received - - (622) (622)
Net cash (inflows)/outflows 1,045 - (622) 423
Net Closing Reinsurance Contract Assets/(Liabilities) (598) 347 98 (153)
Closing Reinsurance Contract Assets (778) 337 60 (380)
Closing Reinsurance Contract Liabilities 180 10 38 227
Net Closing Reinsurance Contract Assets/(Liabilities) (598) 347 98 (153)
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8. INSURANCE CONTRACTS ISSUED AND REINSURANCE CONTRACTS HELD (continued)

Analysis by remaining coverage and incurred claims of reinsurance contracts held - Prior Period

Assets for Remaining

Year Ended

31 March 2023

Coverage Assets
Excluding Loss Incf:l):re d Total
In NZD thousands Loss lai
Component Component Claims
Opening Reinsurance Contract Assets (242) 1,219 367 1,344
Opening Reinsurance Contract Liabilities (626) - 55 (571)
Net Opening Reinsurance Contract Assets/(Liabilities) (868) 1,219 422 773
Changes in the statement of profit or loss and OCI
Allocation of reinsurance premiums (1,193) - - (1,193)
Amounts relating to the changes in the assets for remaining (1,193) _ ) (1,193)
coverage
Amounts recoverable from reinsurers - (381) 595 214
Amounts recoverable for claims and other expenses incurred
; : - - 646 646
during the period
Changes in the amounts recoverable arising from changes in _ - (51) (51)
liability for incurred claims
Changes in fulfilment cash flows which relate to onerous ~ (260) _ (260)
underlying contracts
Recoveries and reversals of recoveries of losses on onerous ~ (121) _ (121)
underlying contract
Reinsurance service result (1,193) (381) 595 (979)
Reinsurance finance income from reinsurance contracts
. . y 163 - - 163
recognised in profit or loss
Total changes in the statement of profit or loss and OCI (1,030) (381) 595 (816)
Cash flows
Premiums paid 1,085 - - 1,085
Amounts received - - (747) (747)
Net cash outflows/(inflows) 1,085 - (747) 338
Net Closing Insurance Contract Liabilities (813) 838 270 295
Closing Reinsurance Contract Assets (275) 838 211 774
Closing Reinsurance Contract Liabilities (538) - 59 (479)
Net Closing Reinsurance Contract Assets/(Liabilities) (813) 838 270 295
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8. INSURANCE CONTRACTS ISSUED AND REINSURANCE CONTRACTS HELD (continued)
Analysis by measurement component of reinsurance contracts

Estimates of

Year Ended

31 March 2025

the present Risk Contractual
In NZD thousands value of Adiustment service Total
future cash J margin
flows
Opening Reinsurance Contract Assets (995) 670 1,099 774
Opening Reinsurance Contract Liabilities (3,252) 1,537 1,236 (479)
Net Opening Reinsurance Contract Assets/(Liabilities) (4,247) 2,207 2,335 295
Changes in the statement of profit or loss and OCI
Changes that relate to current services (423) (156) (247) (826)
Contractual service margin recognised for services received - - (247) (247)
Risk adjustment recognised for the risk expired - (156) - (156)
Experience adjustments (423) - - (423)
Changes that relate to future services (1,782) (805) 2,096 (491)
Contracts initially recognised in the period (42) 14 28 -
Eqr;ig?:s in estimates that adjust the contractual service (1,740) (819) 2,559 )
Changes in estimate that do not adjust the contractual ) ) _ )
service margin
Changes in estimates that result in losses and ) ) (491) (491)
reversal of losses on onerous contracts
Changes that relate to past services 90 - - 90
Changes in amounts recoverable arising from changes in
e . . 90 - - 90
liability for incurred claims
Reinsurance service result (2,115) (961) 1,849 (1,227)
Reinsurance finance income/(expense) from
reinsurance contracts recognised in profit or loss 62 185 109 356
Total changes in the statement of profit or loss and OCI (2,053) (776) 1,958 (871)
Cash flows
Premiums paid 1,045 - - 1,045
Amounts received (622) - - (622)
Net cash outflows 423 - - 423
Net Closing Reinsurance Contract Assets/(Liabilities) (5,877) 1,431 4,293 (153)
Closing Reinsurance Contract Assets (5,366) 1,349 3,637 (380)
Closing Reinsurance Contract Liabilities (511) 82 656 227
Net Closing Reinsurance Contract Assets/(Liabilities) (5,877) 1,431 4,293 (153)
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8. INSURANCE CONTRACTS ISSUED AND REINSURANCE CONTRACTS HELD (continued)
Analysis by measurement component of reinsurance contracts - Prior Period

Estimates of

Year Ended
31 March 2024

the present Risk Contractual
In NZD thousands value of - service Total
future cash Adjustment margin
g
flows
Opening Reinsurance Contract Assets (262) 693 913 1,344
Opening Reinsurance Contract Liabilities (2,584) 1,405 608 (571)
Net Opening Reinsurance Contract (Liabilities) (2,846) 2,098 1,521 773
Changes in the statement of profit or loss and OCI
Changes that relate to current services (263) (123) (161) (547)
Contractual service margin recognised for services received - - (161) (161)
Risk adjustment recognised for the risk expired - (123) - (123)
Experience adjustments (263) - - (263)
Changes that relate to future services (1,537) 236 920 (381)
Contracts initially recognised in the period (12) 5 7 -
;I';argig:s in estimates that adjust the contractual service (1,525) 231 1,294 _
Changes in estimate that do not adjust the contractual _ _ _ _
service margin
Changes in estimates that result in losses and _ _ (381) (381)
reversal of losses on onerous contracts
Changes that relate to past services (51) - - (51)
Changes in amounts recoverable arising from changes in
. . . (51) - - (51)
liability for incurred claims
Reinsurance service result (1,851) 113 759 (979)
Remsurance_: fmans:e income from reinsurance contracts 112 4) 55 163
recognised in profit or loss
Total changes in the statement of profit or loss and OCI (1,739) 109 814 (816)
Cash flows
Premiums paid 1,085 - - 1,085
Amounts received (747) - - (747)
Net cash outflows 338 - - 338
Net Closing Reinsurance Contract Assets/(Liabilities) (4,247) 2,207 2,335 295
Closing Reinsurance Contract Assets (995) 670 1,099 774
Closing Reinsurance Contract Liabilities (3,252) 1,537 1,236 (479)
Net Closing Reinsurance Contract Assets/(Liabilities) (4,247) 2,207 2,335 295
i Fulfilment Cash Flows
Fulfilment cash flows comprise:
. estimates of future cash flows;
e an adjustment to reflect the time value of money and the financial risks related to future cash flows,
to the extent that the financial risks are not included in the estimates of future cash flows; and
e arisk adjustment for non-financial risk.
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8. INSURANCE CONTRACTS ISSUED AND REINSURANCE CONTRACTS HELD (continued)

ii. Fulfilment Cash Flows (continued)

Estimates of future cash flows

The Company’s objective in estimating future cash flows is to determine the expected value or
probability-weighted mean of the full range of possible outcomes. The Company incorporates, in an
unbiased way, all reasonable and supportable information that is available without undue cost or effort at
the reporting date. This information includes both internal and external historical data about claims and
other experience, updated to reflect current expectations of future events. The estimates of future cash
flows reflect the Company’s view of current conditions at the reporting date and the estimates of any
relevant market variables are consistent with observable market prices. When estimating future cash
flows, the Company takes into account current expectations of future events that might affect those cash
flows. However, expectations of future changes in legislation that would change or discharge a present
obligation or create new obligations under existing contracts are not taken into account until the change
in legislation is substantively enacted. Cash flows are within the boundary of a contract if they arise from
substantive right and obligations that exist during the reporting period. They relate directly to the
fulfilment of the contract, including those for which the Company has discretion over the amount or
timing. These include payments to (or on behalf of) policyholders, insurance acquisition cash flows and
other costs that are incurred in fulfilling contracts. Insurance acquisition cash flows arise from the
activities of selling, underwriting and starting a group of contracts that are directly attributable to the
portfolio of contracts to which the group belongs. Other costs that are incurred in fulfilling the contracts
include claims handling, maintenance and administration costs, and recurring commissions payable on
instalment premiums receivable within the contract boundary. Insurance acquisition cash flows and other
costs that are incurred in fulfilling contracts comprise both direct costs and an allocation of fixed and
variable overheads.

Methodology and assumptions

Mortality Assumptions have been developed based on recent historical experience, and expectations of
current and expected future experience including mortality improvement. Where historical experience is
not credible, reference has been made to pricing assumptions supplemented by market data, where
available. Mortality assumptions have been expressed as a percentage of either standard industry
experience tables or, where experience is sufficiently credible, as a percentage of tables that have been
developed internally by the Company. Morbidity Assumptions have been developed based on recent
historical experience, and expectations of current and expected future experience. Morbidity rate
assumptions have been expressed as a percentage of standard industry experience tables or as expected
claims ratios.

Persistency

Persistency covers the assumptions required, where relevant, for policy lapse (including surrender),
premium persistency and premium holidays. Assumptions have been developed based on recent
historical experience, and best estimate expectations of expected future experience. Persistency
assumptions would vary by policy year and product type with different rates for regular and single
premium products where appropriate. Where experience for a particular product was not credible enough
to allow any meaningful analysis to be performed, experience for similar products was used as a basis for
future persistency experience assumptions.

Expenses

The expense assumptions have been set based on the most recent expense analysis. The purpose of the
expense analysis is to allocate total expenses between acquisition, maintenance and other activities, and
then to allocate these acquisition and maintenance expenses that can be directly attributed to the
portfolio of insurance contracts to derive unit cost assumptions. Where the expenses associated with
certain activities have been identified as being one-off, these expenses have been excluded from the
expense analysis. Expense assumptions have been determined for acquisition and maintenance activities
that can be directly attributed to the portfolio of insurance contracts, split by product type, and unit costs
expressed as a percentage of premiums, sum assured and an amount per policy. Expense assumptions
do not make allowance for any anticipated future expense savings as a result of any strategic initiatives
aimed at improving policy administration and claims handling efficiency. Assumptions for commission
rates and other sales-related payments have been set in line with actual experience.

Reinsurance

Reinsurance assumptions have been developed based on the reinsurance arrangements in-force as at the
reporting date and the recent historical and expected future experience.
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8. INSURANCE CONTRACTS ISSUED AND REINSURANCE CONTRACTS HELD (continued)

ili. Contractual Service Margin (CSM)

Determination of coverage units

The CSM of a group of contracts is recognised in profit or loss to reflect services provided in each year

based on the number of coverage units provided in the year, which is determined by considering for each
contract the quantity of the benefits provided and its expected coverage period (see Note 4(A)(vii)). The
coverage units are reviewed and updated at each reporting date.

The Company determines the quantity of the benefits provided under each contract as follows:

Product

Basis for determining quantity of benefits provided

Term assurance

Sum assured payable on death

Critical illness

Maximum amount payable (including any premiums

waived) on detection of illness

Proportionate reinsurance

The same basis as the underlying contracts, including

expected new business within the reinsurance
contract boundary (see Note 4 (A)(iv))

Excess of loss and stop loss
reinsurance

Expected amount of underlying claims to be covered

in each period

An analysis of the expected timing of the allocation of the CSM to profit or loss is disclosed in (C).

The disclosure of when the CSM is expected to be in income in future years is presented below:

In NZD thousands, as at 31 March 2025 2024
a) Life Insurance Contracts Issued
Less than one year 718 720
One to two years 331 309
Two to three years 226 188
Three to four years 172 130
Four to five years 137 94
More than five years 909 613
2,493 2,054
b) Reinsurance Contracts Held
Less than one year (413) (233)
One to two years (378) (210)
Two to three years (344) (191)
Three to four years (313) (173)
Four to five years (284) (157)
More than five years (2,561) (1,371)
(4,293) (2,335)
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INSURANCE CONTRACTS ISSUED AND REINSURANCE CONTRACTS HELD (continued)

The following table sets out when the Company expects to derecognise assets for insurance acquisition

cash flows after the reporting date:

In NZD thousands, as at 31 March 2025 2024
Life Insurance Contracts Issued

Less than one year 31 39
One to two years 29 34
Two to three years 26 31
Three to four years 24 27
Four to five years 22 24
More than five years 203 205
Total Assets for Insurance Acquisition Cashflows 335 360

The following tables summarise the effect on the measurement components arising from the initial

recognition of insurance and reinsurance contracts.

In NZD thousands, as at 31 March

Profitable Onerous Total
2025 Contracts Contracts
Issued Issued
Life Insurance Contracts Issued
Claims and other insurance service expenses payable 3,837 627 4,464
Insurance acquisition cash flows 2,421 274 2,695
Estimates of present value of future cash outflows 6,258 901 7,159
Estimates of present value of future cash inflows (7,283) (644) (7,927)
Risk adjustment for non-financial risk 160 41 201
CSM 865 = 865
Losses recognised on initial recognition - 298 298
Profitable Onerous Total
2024 Contracts Contracts
Issued Issued
Life Insurance Contracts Issued
Claims and other insurance service expenses payable 1,834 1,036 2,870
Insurance acquisition cash flows 1,289 386 1,675
Estimates of present value of future cash outflows 3,123 1,422 4,545
Estimates of present value of future cash inflows (4,103) (1,181) (5,284)
Risk adjustment for non-financial risk 92 103 195
CSM 888 - 888
Losses recognised on initial recognition - 344 344
INSURANCE REVENUE
In NZD thousands, for the year ended 31 March 2025 2024
Amount relating to changes in the liability for remaining coverage:
Insurance service expenses expected during the period 3,816 3,531
Acquisition cash flows 2,729 2,367
Amortisation of Contractual Service Margin (CSM) 1,011 996
Release of risk adjustment for non-financial risk 421 302
Premium and other experience adjustments 48 105
Total Insurance Revenue recognised in the period 8,025 7,301

Southsure Annual Report 2025

45

RSM


Chelsea.Edel
RSM Stamp


Notes to the Financial Statements

10. EXPENSES

In NZD thousands, for the year ended 31 March 2025 2024
Claims and benefits 3,918 3,273
Commission expense 1,839 1,773
Losses on onerous insurance contracts (831) (678)
Impairment of deferred acquisition costs 42 6
Reversal of impairment of deferred acquisition costs (23) (4)
Employee benefit expenses 2,338 2,518
Audit fees paid or payable to the external auditor

Audit of financial statements 95 113

Audit of annual financial statements - NZ IFRS17 80 80

Audit on annual solvency return 15 23
Amortisation 2 2
Director fees 183 239
Depreciation 108 99
Investment management expenses 49 14
Finance costs 51 50
Other operating expenses 2,111 1,878
Insurance service and other expenses 9,977 9,386

Represented by:

Insurance service contracts 7,199 6,353
Other expenses 2,727 2,983
Other finance costs 51 50
Total Expenses 9,977 9,386

11. NET REVENUE / EXPENSES FROM REINSURANCE CONTRACTS HELD

In NZD thousands, for the year ended 31 March 2025 2024

Amounts relating to the changes in the assets for remaining

coverage
Expected recovery for insurance service expenses incurred in the period (763) (832)
Change in the risk adjustment for non-financial risk (156) (123)
CSM recognised for services received (247) (161)
Experience adjustments for premiums paid (20) (77)
Allocation of reinsurance premiums (1,186) (1,193)
Amounts recoverable for claims and other expenses incurred in the period 380 646
Changes in amounts recoverable arising from changes in liability for 70 (51)
incurred claims
Recognition of Loss Recovery from onerous underlying contracts 30 7
Reversal of loss recovery from onerous underlying contracts (521) (388)
Amounts recoverable from reinsurers (41) 214
Net expense from reinsurance contracts held (1,227) (979)
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12. INVESTMENT INCOME

In NZD thousands, for the year ended 31 March 2025 2024

Interest revenue on financial assets

Cash and cash equivalents interest income 246 292
Financial assets at amortised cost

Interest income 2 189
Financial assets at fair value through profit or loss

Interest income = 13
Interest revenue on financial assets 248 494

Other investment return

Income from managed investment funds 399 125
Dividend income - 55
At fair value through profit or loss

Net (losses)/gains of debt securities - (48)
Net losses of equities securities = (26)
Net gains of managed funds 333 305
Other investment return 732 411

Net finance (expenses)/income from insurance contracts

Interest accreted (383) (352)
Effect of changes in interest rates and other financial assumptions (132) (90)
Total net finance (expenses)/income from insurance contracts (515) (442)

Net finance income/(expense) from reinsurance contracts

Interest accreted (5) (31)
Effect of changes in interest rates and other financial assumptions 361 194
Total net finance income from insurance contracts 356 163
Net finance result 821 626

13. COMMISSION AND FEE REVENUE

In NZD thousands, for the year ended 31 March 2025 2024
Commission and Fee income

Commission income - fire and general insurance 1,756 1,734
Commission income - life insurance 180 219
Fee income - fire and general insurance premium funding 735 593
Commission and Fee Revenue 2,671 2,546

14. OTHER INCOME

In NZD thousands, for the year ended 31 March 2025 2024

Gain on sale of shares in Associate - 14,117
Gain on disposal of property, plant and equipment - 8
IRD - Use of monetary interest 35 -
Rental income - 2
Other income 35 14,127

15. OTHER FINANCE COSTS

In NZD thousands, for the year ended 31 March 2025 2024

Interest expenses on lease liabilities 51 50

Other finance costs 51 50
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16. TAXATION

In NZD thousands, for the year ended 31 March

2025 2024
a) Current income tax expense
Current income tax = 453
Movement in deferred tax (24) (447)
Adjustments for current tax of prior periods 47 -
Expense reported in the Statement of Profit or Loss 23 6
b) Numeric reconciliation between tax expense and profit before tax
Surplus before taxation per Statement of Profit or Loss 348 15,293
Prima Facie Taxation @ 28% 98 4,282
Adjusted for tax effect of:
Effect of Pre-2010 Life Tax Regime (17) (25)
Net Insurance Contract Related Adjustments 13 -
Income tax included within share of Income from Associate = (296)
Income tax on dividends received from Associate = 154
Non-assessable income (109) (3,946)
Non-deductible expenses 1 9
Dividend Income Grossed up for Imputation Credits 4 68
Benefit of Imputation Credits Received (14) (243)
Income tax under / (over) provided in prior years 47 -
Prior period adjustment to deferred tax = 3
Taxation as per Statement of Profit or Loss 23 6
c) Net deferred tax benefits/(liabilities)
Balance at beginning of the year (1,033) (1,480)
Deferred tax benefit/(charge) charged to income 24 447
Balance at end of the year (1,009) (1,033)
The balance of deferred tax benefits/(liabilities) comprises:
i. Deferred tax liabilities
Insurance contract liabilities (1,217) (1,005)
Funds with financial institutions - (85)
Right of use assets (244) (185)
(1,461) (1,275)
ii. Deferred tax assets
Losses available for offset against future taxable income 124 -
Staff Provisions 39 23
Lease liabilities 271 208
Commission revenue not yet derived 18 11
452 242
Net deferred tax liability (1,009) (1,033)
d) Current Tax (Asset) / Liability
Balance at beginning of year (1,040) (796)
Under/(over) provision in prior years 47 -
Tax refunds / (payments) 486 (697)
Current income tax expense - 453
Balance at end of the year (Asset) / Liability (507) (1,040)
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16. TAXATION (continued)

In NZD thousands, for the year ended 31 March 2025 2024
e) Imputation Credit Account
Balance at beginning of year 4,348 3,494
Income tax paid (refund received) during the year (485) -
Provisional tax paid during the year = 611
Add credits attached to dividends received 14 243
Less credits attached to dividends paid = -
Balance at end of year 3,877 4,348
17. DIVIDENDS
In NZD thousands, for the year ended 31 March 2025 2024
Per Per
Share $ Share $

Dividends paid during the period

2024 Special Dividend - - 19.00 19,000

Total - - 19,000

No dividends were paid during the year (2024: A special dividend was paid during the 2024 year, which
did not contain any imputation credits).

18. SHARE CAPITAL

In thousands, as at 31 March 2025 2024
No. $ No. $
(@) Authorised share capital
Ordinary shares - fully paid. No par value 1,000 1,000 1,000 1,000
Held:
Directly 1,000 1,000

(b) Ordinary shares

Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of
the Company in proportion to the number of and amounts paid on the shares held.

Company in proportion to the number of and amounts paid on the shares held.

19. RETAINED EARNINGS

In NZD thousands, for the year ended 31 March 2025 2024

(a) Retained earnings
Movements in Retained Earnings were as follows:

Opening Balance 11,843 15,556
Current year profit, net of tax 325 15,287
Dividends = (19,000)
Balance at 31 March 12,168 11,843
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20. PAYABLES AND OTHER FINANCIAL LIABILITIES

21.

a)

b)

<)

In NZD thousands, as at 31 March 2025 2024
Creditors and accruals 571 652
Payables on broking / underwriting agency operations 3,961 3,764
Employee entitlements 251 228
Remediation = 54
Clawback provision 64 40
4,847 4,738
Expected maturity
Within 12 months 4,847 4,738
Later than 12 months - -
4,847 4,738
LEASE LIABILITIES
In NZD thousands, as at 31 March 2025 2024
Maturity Analysis - Contractual Undiscounted Cash Flows
Less than one year 126 65
One to five years 460 179
More than five years 381 501
967 745
Expected maturity
Within 12 months 126 65
Later than 12 months 841 680
967 745
In NZD thousands, for the year ended 31 March 2025 2024
Amounts recognised in the statement of profit or loss
Interest on lease liabilities 51 50
51 50
Amounts recognised in the statement of cash flows
Total cash outflow for leases 123 111
123 111
Information about leases for which the Company is a lessee are presented below.
In NZD thousands Buildings Vehicles Total
Cost
Balance at 1 April 2023 686 28 714
Additions to right of use assets - 25 25
Depreciation charge for the year (51) (27) (78)
Balance at 31 March 2024 635 26 661
Balance at 1 April 2024 635 26 661
Additions to right of use assets 279 - 279
Modifications to lease terms = 15 15
Depreciation charge for the year (58) (27) (85)
Balance at 31 March 2025 856 14 870
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22. CASH AND CASH EQUIVALENTS

In NZD thousands, as at 31 March 2025 2024
Cash at bank and in hand

Bank balances 1,673 3,885
Deposits at call - 5,000
Cash held on trust - broking trust account 2,921 1,040
Cash and cash equivalents 4,594 9,925

23. TRADE AND OTHER RECEIVABLES

In NZD thousands, as at 31 March 2025 2024

Prepayments 266 211
Premium funding receivables 8,355 7,798
Provision for expected credit loss (5) -
Sundry receivables 17 31
Total trade and other receivables 8,633 8,040

Expected maturity
Within 12 months 8,633 8,040
Later than 12 months

8,633 8,040

The Company has made an allowance for anticipated lapses and cancellations. This is recognised as a
reduction in commission revenue and as a clawback provision, which is disclosed in Note 20. This
provision represents an obligation to return commission, due to policy cancellations.

Premium funding receivables are presented net of an Expected Credit Loss (ECL) provision of $5,000
(2024: Nil). NZ IFRS 9 requires the Company to recognise Expected Credit Loss (ECL) on financial
assets measured at amortised cost, which includes trade receivables. ECL addresses credit risk and
reflects the risk of non-payment by customers. Refer to Note 7(J).

24. INVESTMENTS

In NZD thousands, as at 31 March 2025 2024
Financial assets designated at fair value through profit or loss
Managed funds

Nikko AM Wholesale NZ Corporate Bond Fund - 1,064
Nikko AM Wholesale Cash Fund - 992
Nikko AM Wholesale NZ Bond Fund 4,019 997
Nikko AM Wholesale Global Shares Fund 3,209 1,252
Nikko AM Wholesale Global Bond Fund 3,999 1,060
Nikko AM Wholesale Core Equity Fund 1,936 1,066

13,163 6,431

Financial assets at amortised cost
Debt securities

Bank paper = 623
- 623
Total Investments 13,163 7,054

Expected maturity
Within 12 months 13,163 7,054
Later than 12 months o -

13,163 7,054
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25. INVESTMENT IN ASSOCIATE

On 22 February 2024, the Company sold its 26.35% interest in Abbott NZ Holdings Limited, which is an
insurance brokerage firm with its head office located in Christchurch, New Zealand. The consideration
was received fully in cash in February 2024.

The Company’s share of profit for the 2024 year to 22 February 2024 was $1,057,510.

26. PROPERTY, PLANT & EQUIPMENT

In NZD thousands Computer Leasehold Other Assets Total
Equipment Improvements
Balance at 1 April 2023 14 7 88 109
Additions 4 2 6 12
Disposals - - (5) (5)
Depreciation charge for the year (8) (1) (13) (22)
Balance at 31 March 2024 10 8 76 94
Balance at 1 April 2024 10 8 76 94
Additions 18 3 - 21
Disposals = = = >
Depreciation charge for the year (11) (1) (11) (23)
Balance at 31 March 2025 17 10 65 92
27. INTANGIBLE ASSETS
In NZD thousands Software Total
Balance at 1 April 2023 5 5
Acquisitions - -
Amortisation (2) (2)
Balance at 31 March 2024 3 3
Balance at 1 April 2024 3 3
Acquisitions = =
Amortisation (2) (2)
Balance at 31 March 2025 1 1
28. RECONCILIATION OF CASH FLOWS FROM OPERATING ACTIVITIES
In NZD thousands, for the year ended 31 March Note 2025 2024
Net profit after taxation 325 15,287
Add/(Deduct) Non-Cash Items:
Depreciation 21,26 108 99
Amortisation 27 2 2
Other Finance Costs 15 51 50
Gain on disposal of associate 25 - (14,117)
Share of (profit)/loss from associate 25 = (1,058)
Realised (gains)/losses - (238)
Fair value (gains)/losses on investments (333) 1
Changes in Assets and Liabilities:
Insurance and Reinsurance Contracts 411 139
Payables 109 958
Current tax 533 (244)
Deferred tax (24) (447)
Receivables (593) (3,144)
Accrued interest 23 62
Leases (123) (112)
Net cash flows from Operating Activities 489 (2,762)
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29.

30.

A)

FINANCIAL INSTRUMENTS BY CATEGORY

In NZD thousands, as at 31 March

2025

NZ IFRS 9 Measurement category Fair Value Amortised Total

through profit Cost

or loss

Financial assets
Cash and cash equivalents = 4,594 4,594
Trade and other receivables - 8,633 8,633
Investments 13,163 - 13,163
Total financial assets 13,163 13,227 26,390
Financial liabilities
Trade and other payables - 4,532 4,532
Lease liabilities - 967 967
Total financial liabilities - 5,499 5,499
2024
NZ IFRS 9 Measurement category Fair Value Amortised Total

through profit Cost

or loss

Financial assets
Cash and cash equivalents - 9,925 9,925
Trade and other receivables - 8,040 8,040
Investments 6,431 623 7,054
Total financial assets 6,431 18,588 25,019
Financial liabilities
Trade and other payables - 4,416 4,416
Lease liabilities - 745 745
Total financial liabilities - 5,161 5,161

FAIR VALUE OF FINANCIAL INSTRUMENTS

A number of the Company’s accounting policies and disclosures require the measurement of fair

values, for both financial and non-financial assets and liabilities.

There are no material differences between the carrying amounts of all financial assets and liabilities
presented in the Statement of Financial Position and their fair values.

The Company invests in the Nikko AM Wholesale Investment Funds managed by Nikko.

Fair Value Methodologies

Fair value is the amount for which an asset could be exchanged, or a liability settled, between

knowledgeable, willing parties in an arm's length transaction. The fair values are based on relevant
information available as at balance date. While judgement is used in obtaining the fair value of financial
instruments, there are inherent weaknesses in any estimation technique. Many of the estimates involve
uncertainties and matters of significant judgement, and changes in underlying assumptions could
significantly affect these estimates. Furthermore, market prices or rates of discount are not available for
many of the financial instruments valued and surrogates have been used which may not reflect the price
that would apply in an actual sale. The methodologies and assumptions used when determining fair value
depend on the terms and risk characteristics of the various instruments and include the following:

Cash and Cash Equivalents, On Call and Term Deposits

For Cash, Cash On Call and Short-Term Deposits, balances with other financial institutions with maturities
of less than three months and other types of short-term financial assets, the carrying values of these
financial instruments are considered to approximate their fair values as they are short term in nature or

are receivable on demand.
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30. FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

A) Fair Value Methodologies (continued)

Nikko Wholesale Funds
The fair value for investments in managed funds is determined based on unit prices provided by the
relevant fund manager.

B) Fair Value Hierarchy

The following table shows an analysis of financial instruments recorded at fair value, by level of the fair
value hierarchy. The Company uses valuation techniques within the following hierarchy for determining
the fair value of financial instruments:

Level 1: Fair values are determined using quoted (unadjusted) prices in active markets for identical
assets and liabilities;

Level 2: Fair values are determined using other techniques where all inputs which have a significant
effect on the recorded fair value are observable, either directly or indirectly; and

Level 3: Fair values are determined using techniques that use inputs which have a significant effect
on the recorded fair value and are not based on observable market data.

Financial assets and liabilities that are recognised and measured at fair value on a recurring basis are
categorised below:

In NZD thousands, as at 31 March 2025 2024

Level 2

Managed funds
Nikko AM Wholesale NZ Corporate Bond Fund - 1,064
Nikko AM Wholesale Cash Fund - 992
Nikko AM Wholesale NZ Bond Fund 4,019 997
Nikko AM Wholesale Global Shares Fund 3,209 1,252
Nikko AM Wholesale Global Bond Fund 3,999 1,060
Nikko AM Wholesale Core Equity Fund 1,936 1,066

13,163 6,431

There have been no transfers between the levels during the year (2024: no transfers).

31. RELATED PARTY TRANSACTIONS

(a) Parent Entity Southland Building Society (SBS)

The Company is a wholly owned subsidiary of Southland Building Society (SBS).

The Company purchases selected support services from SBS.

The Company has a current account with SBS. Interest is paid between related parties on a monthly basis
at the official cash rate applicable at month end.

The Company previously held a number of term investments with SBS. Interest was received from SBS
for these investments.

(b) Finance Now Limited (FNL)

Finance Now Limited (FNL) is a wholly owned subsidiary of SBS. FNL distributes the Company's products.
FNL collects and remits premium income owing to the Company. All balances owing between the parties
at balance date are included in Payable and Receivable balances.

(c) TOHA

During the reporting period, the Company engaged TOHA Consulting Limited to provide specialist
actuarial and financial advisory services. TOHA Consulting is co-founded by Tony Gaskin, who is a Director
of the Company. All transactions with TOHA Consulting were conducted on normal commercial terms and
conditions.

(d) Abbott NZ Holdings Limited (AHL)

During the prior year, the Company owned a 26.35% shareholding in Abbott NZ Holdings Limited (AHL)
until this shareholding was sold on 22 February 2024. Transactions and balances with AHL while it was a
related party are disclosed below. Post-sale, AHL pays a referral commission to the Company for
commercial insurance policies.

During the 2024 year, the Company purchased commercial insurance products from AHL at current
market rates. There were no balances owing between the parties at balance date.
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31. RELATED PARTY TRANSACTIONS (continued)

The following transactions occurred with related parties:

In NZD thousands, for the year ended 31 March 2025 2024
SBS
Interest received = (129)
Commission paid 282 286
Dividend = 19,000
Other sundry items 350 285
632 19,442
FNL
Commission paid 2,468 1,314
Other sundry items 10 -
2,478 1,314
TOHA
Consulting services 249 79
249 79
Directors and Key Management Personnel
Premium income from insurance policies held 2 1
Commission income from insurance policies placed 2 1
4 2
During the year, the Company earned premium revenue from insurance policies held by key management
personnel. The Company receives commission income for placing insurance policies with third party
underwriters. The key management personnel are all directors of the Company and the executives with
the greatest authority for the strategic direction and management of the Company.
(b) Balances with Related Parties
The following balances are outstanding at the reporting date in relation to transactions with related
parties:
In NZD thousands, as at 31 March 2025 2024
SBS
Transaction account 1 1
Current account balance 11 12
Payables (137) (97)
Net Balance (125) (84)
FNL
Receivables 322 180
Payables (79) (62)
Net Balance 243 118
TOHA
Payables 23 34
Net Balance 23 34
AHL
Commission received N/A (37)
Net Balance N/A (37)
(c) Key Management Personnel Compensation
Key management personnel compensation for the year ended 31 March 2025 and the year ended 31
March 2024 is set out below. The key management personnel are all the directors of the Company and
the executives with the greatest authority for the strategic direction and management of the Company.
In NZD thousands, for the year ended 31 March 2025 2024
Salaries and short-term employee benefits 935 1,230
Director fees 183 239
Total 1,118 1,469
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32.

33.

34.

35.

CONTINGENCIES

From time to time in the ordinary course of business, the Company may receive notifications of disputes
from customers in regard to policies underwritten by the Company or policies underwritten by other
providers but arranged by the Company under agency agreements. The Company has an established and
formal dispute resolution process in place to resolve any disputes and is a member of the Banking
Ombudsman Scheme which provides a free independent dispute resolution process for customers should
any dispute fail to be resolved satisfactorily. Customers may also seek to resolve disputes through a
court process. The Company does not consider the mere notification of a dispute as a contingent liability.
As at 31 March 2025 no court proceedings had been filed in relation to any notified dispute (31 March
2024: Nil).

CAPITAL COMMITMENTS

As at 31 March 2025, the Company had entered into a contractual arrangement for the delivery of an
Information Technology (IT) project which is currently in progress. The total cost of the project is
$360,000, of which one-third $118,000 has already been prepaid as at 31 March 2025. The remaining
two-thirds of the project cost $242,000 will also be capitalised and recognised over the five-year term of
the initial contract. The expected capital commitment remaining as at 31 March 2025 is $242,000, which
will be incurred progressively through to quarter 4 of 2025. The capital commitment disclosed excludes
any operational or licensing costs not directly related to the capitalised development of the IT project (31
March 2024: Nil).

SUBSEQUENT EVENTS

A dividend of $260,000 ($0.26 per share) was proposed and submitted to Board for approval on 12 June
2025. (2024: No final dividend issued)

FINANCIAL STRENGTH RATING

Southsure Assurance Limited has a Financial Strength Rating of BBB+ (outlook stable) by Fitch Ratings
(Affirmed on 24 January 2025). The previous credit rating of BBB+ (outlook stable) was issued by Fitch
Ratings (Affirmed on 7 February 2024).
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ACTUARY
& COVERNANCE

Section 78 Appointed Actuary’s Report of the Insurance (Prudential
Supervision) Act 2010

To:

From:

Date:

The Board of Directors
Southsure Assurance Limited

Nathan Thomas
Appointed Actuary for Southsure Assurance Limited
Actuary & Governance Limited

23 May 2025

| have reviewed the actuarial information included in the audited accounts for
Southsure Assurance Limited (SAL) effective for 31 March 2025 (Mar-25), where
‘actuarial information’ includes the following:
a. Insurance contract liabilities
b. Solvency calculations in accordance with the relevant solvency standards set
by the Reserve Bank of New Zealand (RBNZ)
c. Statement of Financial Position information allowed for in the calculation of
SAL’s solvency position
d. Disclosure regarding the methodology and assumptions used for calculating

the policy liabilities and other disclosures

No material limitations have been placed on my work based on the materiality

defined in SAL’s financial statements for Mar-25.

| am independent with respect to SAL as defined under professional standard ISA

(NZ) 620 of the External Reporting Board.



4. | have been provided with all material information that | have requested in order to

carry out this review.

5. In my view, the actuarial information contained in SAL’s Financial Statements for Mar-
25 has been appropriately included, and the actuarial information used in the

preparation of the financial statements has been appropriately used.

6. SAL's Actual Solvency Capital exceeds the Prescribed Capital Requirement (statutory
minimum requirement) as defined in the RBNZ'’s Interim Solvency Standards as at
Mar-25, and it is projected to exceed the statutory minimum requirement at all times

over the next 4 years.

7. In my opinion SAL is maintaining the solvency margin that applies under a condition
imposed under section 21 (2) (b) and 21 (2) (c) of the Insurance (Prudential
Standards) Act 2010.

8. In my opinion, SAL does not need to consider reporting to the RBNZ under Section 24

of the Insurance (Prudential Standards) Act 2010.

Nathan Thomas, FNZSA, EMBA, BSc(Hons), BCA, CMInstD
Appointed Actuary for Southsure Assurance Limited

Director, Actuary & Governance Limited

Date: 23 May 2025



Independent Auditor’'s Report

To the shareholder of
Southsure Assurance Limited

Opinion
We have audited the financial statements of Southsure Assurance Limited (the ‘Company’), which comprise:
- the statement of financial position as at 31 March 2025;
- the statement of profit or loss and statement of comprehensive income for the year then ended;
- the statement of changes in equity for the year then ended;
- the statement of cash flows for the year then ended; and
- the notes to the financial statements, which include material accounting policy information.

In our opinion, the financial statements on pages 6 to 56 present fairly, in all material respects, the financial
position of the Company as at 31 March 2025, and its financial performance and its cash flows for the year then
ended in accordance with New Zealand equivalents to International Financial Reporting Standards and
International Financial Reporting Standards.

Basis for opinion

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

Our firm carries out other services for the Company in the areas of assurance over the Company's solvency
return. In addition, certain partners and employees of our firm may deal with the Company on normal terms
within the ordinary course of trading activities of the Company. The provision of these other services and
relationships have not impaired our independence as auditor of the Company.



Key audit matter

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of

the financial statements of the current period. The key audit matter identified below was addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not

provide a separate opinion on these matters.

Why we considered this to be a key audit matter

How our audit addressed the key audit matter

Valuation and completeness of insurance and
reinsurance contract assets and liabilities

As disclosed in Note 8 of the Company’s financial
statements, the Company has insurance contract
liabilities of $7,716,000 (2024: $7,752,000) and
associated reinsurance liabilities of $153,000 (2024
reinsurance assets $295,000).

The valuation and completeness of the Company’s
insurance and reinsurance contract assets and
liabilities is considered to be a key audit matter due
to the size of these balances, and the subjectivity,
complexity, and uncertainty inherent in estimating the
impact of claims events that have occurred but for
which the eventual outcome remains uncertain.

Key elements of uncertainty and judgement relate to,
but are not limited to, the estimate of expected
cashflows including future premiums, acquisition and
maintenance expense, claims payments, and
estimate of projected mortality and morbidity
experience, discontinuance, lapses and surrender
rates.

Management engaged an external actuarial expert to
estimate the insurance and reinsurance contract
assets and liabilities as at 31 March 2025.

Our audit procedures amongst others included:

= Understanding and evaluating the
Company’s internal controls relevant to the
accounting estimates used to determine the
valuation of the Company’s insurance and
reinsurance contract assets and liabilities;

= Evaluating the design and operating
effectiveness of the key controls over
insurance contract origination, ongoing
administration, claims management, and
reporting to the integrity of the related data;

= Agreeing the data provided to
Management's external actuarial expert to
the Company’s records;

= Assessing the recoverability of reinsurance
contract assets and the overall
creditworthiness of the Company’s
reinsurance providers;

= Evaluating the competence, capabilities,
objectivity and expertise of Management's
external actuarial expert and the
appropriateness of the expert's work as
audit evidence for the relevant assertions,
and

= Evaluating the adequacy of the disclosures
in accordance with the requirements of NZ
IFRS 17: Insurance Contracts and
reconciling the disclosures to the underlying
accounting records and supporting actuarial
data.

As required under ISA (NZ) 620, we have engaged
our own actuarial expert to assist in understanding
and evaluating the following:

= The work and findings of the Management's
external actuarial expert; and

= The Company'’s actuarial methods and
assumptions to assist us in challenging the
appropriateness of the actuarial methods
and assumptions used by Management.




Other matter

The financial statements of Southsure Assurance Limited for the year ended 31 March 2024, were audited by
another auditor who expressed an unmodified opinion on those statements on 26 July 2024.

Other information

The Directors are responsible for the other information. The other information comprises the Company
Directory, Directors’ Statement, Statement of Corporate Governance and Directors’ Profiles on pages 2 to 5 (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 financial statements does not cover the other information and we do not express any form of
audit opinion or assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above 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 to be 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.

Responsibilities of the Directors 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 on behalf of the Company for assessing 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 those charged with governance either intend to
liquidate the Company or to 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 ISAs (NZ) 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 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 XRB’s website at:

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



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

Who we report to

This report is made solely to the Company’s shareholder. Our audit work has been undertaken so that we might
state those matters which we are required to state to the shareholder 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.

The engagement partner on the audit resulting in this independent auditor’s report is Nigel de Frere.

RSM Hayes Audit 12 June 2025
Auckland
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