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important note

This Investor Report provides financial information reflecting 100% shareholder attributable after-tax results from an operational

perspective. The principles of Margin on Services are used in reporting the results of AFS and UKFS. Information is provided on an

operational basis (rather than statutory basis) to reflect a managernent view of the businesses and existing structures. Content is

prepared using external market data, internal rnanagement information useful for investors, and some audited data. However, this

Investor Report is not audited,

AMP also provides prescribed Statutory Reporting under the Corporations Act 2601, Those accounts are available from our website

wwanwLampygroup.com and reflect policyholder, shareholder and unatiributed interests. Significant accounting policies are more fully set
out in the 2002 AMP Ltd Full Financial Report which is audited.

Forward looking staternents in this investor Report are based on managernent’s current views and assumptions and involve known and
unknown risks and uncertainties that could cause actual results, performance or events to differ materially from those expressed. AbAP
makes na representation or warranty as to the accuracy or completeness of any staternent in this investor Report. In particular,
information (including forecast finandal information) in this Investor Report does not constitute investrment advice or a recommendation

o any matter.
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2002 annual results

2002 was a difficult and disappointing year,
culminating in substantial balance sheet
write-downs and a significant reported loss

Net loss after tax

Investment income again weak but up on FY 01
Write-downs, asset sales and restructuring costs
BU operating margins down 10

Dividend reduced - final dividend A%0.20c

Underlying Rok 9.2% and EPS

2002 year in review

A combination of failing equity markets,
UK regulatory capital pressure and

weak UK life industry conditions resulted
in significant challenges and substantial
organisational change

Continuation of globally depressed investrent markets impacted
ANPS operating businesses

The poor operating environment affected UK and Euro life
companies alike and AMP’s UK business was very sensitive to
rapidly deteriorating rnarket and reguiatory solvency conditions
in the UK

Managerment responded to UK regulatory capital issues by
undertaking a series of initiatives to ensure regulatory solvency
under extremne market conditions

AMP's Australian business and Henderson both held up well
in difficult market conditions

The AP Ltd Board of Directors appointed a new CEQ in
September

-A$896m  Lower business performance and
restructuring impact
A$49m  Weak global markets with
UK FTSE 100 down 24.5%
-A$1,337m  Provision announced as part of
restructuring program
A$730m  UKFS down 36% but AFS and
Henderson robust
A$0.46 Full year dividend - reflects impact
of market conditions on supportable
earnings
A$0.78 Below benchmark levels

*

UK FTSE 100 down 24 5% and S&P 500 down 23% in 2062
as three year bear market continued

*

Standard & Poor's credit ratings assessment for AMP Group

* Fragile investor confidence resulted in reduced appetite for
investrnent products

*

Pearl breached Minirnum Regulatory Capital {MRC) levels

*

£500Grm capital support provided to UK fife companies, UK
equities backing ratio reduced and bonus levels reviewed

+ Hendersorn cost program buffered impact of initial fall in markets

*

Capital strengthened with proceeds and profit from Cogent
sale in May and successful Reset Preferred Securities (RFS)
hybrid equity raising in September

*

Andrew Moht announced as CEO, senior managerment team
reorganised

+ Reform program announced in Oclober, strateqic review
commenced in Novermber

ey %Wﬁ%%%f% “w,
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AMP has closely reviewed its 2002
performance and business strategy.
This is how we are responding:

AMP has undertaken a full review of its strateqy, business unit
activities, cost structure and business risks

A program of cost reductions, sales of non core assets and
restructuring of UK businesses, was announced in November and
Decernber as a result of this review

A reform agenda focusing on improving performance in basic
areas and ‘getting real” has been developed to ensure the lessons
and cultural change needed are embedded into the organisation

» Exit low return channel and product lines

» Focus short term growth ambitions on core businesses
» [ncrease transparency and guality of disclosure

* Tackle embedded behaviours

» Role rmodel strong leadership

Outlook

What our future holds and how we will
get there

AMP will stay true o its wealth managerment strategy and will act
guickly to take advantage of apportunities to improve its pasition
and restore shareholder wealth

Our business is underpinned by the long term trends driving
savings and retirement incormes around the world. Asset
managemerit, retirement savings products and advice will be key
to delivering returns for shareholders

We expect the outlock 1o remain difficult, especially in the UK
where business conditions remain harsh and operating margins
are sensitive to weaker FTSE levels and fower bonus rates paid to
policyholders

In Austrakia, the outtook for ARAP's business is sound, in spite
of the downturn in the wealth management sector

Henderson rernains a strongly performing and highly regarded
asset management business

Closure of AMP International business unit and the
realignment of its former operating businesses

Spiit UKFS businesses into Life Services and Contemnporary,
acknowledging structural changes in the UK financial
services market

Closure of the UKFS Direct Sales Force and household advisor
channels

Further cost savings initiatives in Henderson
Reduction of 10% in AFS cost base in FY 03
Streamiining Corparate Office - A$40rm cost savings in FY 03

Asset value realisation planned - Japan, Virgin Money and
Cobalt/Gordian

AMF Banking refocused - goal is to release A$500m capital
by end 2003

Focus on clear communication with ermployees, shareholders
and customers

Grow AMPS feading position in the Australian weaith
rnanagement market

Reduce AMP's capital commitment in the UK in the medium
to longer term by releasing capital frorm UK Life Services while
sirnuiltaneously taking other action o increase its RoiC

Bevelop a wealth managernent business in the UK, focused
an investment and pension products distributed primarily
through advisers

Build a global asset management business in partnership with
AMP's wealth management businesses, with a focus on the UK
and selective expansion in Europe, North Armerica and Asia

brnprove standards of performance across all dimensions of
the business
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Results overview

Financial results summary

AME reparted a loss after tax of A$896m for FY 02 after
write-downs, asset sales and transformation costs, This includes
a write-down of A$1,227m as a result of updated directors’
valuations of AMPS businesses. Before these items and
arnortisation of goodwill, profit after income tax was A%495m.
Underlyirg contribution at A$883m, is down 26% on FY 01, as
a result of margin reductions in all BU's and a tough market for
wealth managernent companies.

AMP continues 1o be well capitalised with total shareholders’
capital resources exceeding A$13b and a Standard & Poor’s long
terrn: credit rating for AMP Group Holdings of A™ {negative
outlook).

Global investment markets continue to have a
rnegative impact on business unit operating margins
and investment income

The LBCFTSE 100 was down 24.5% over the year and 43% since
Becember 1999, bond yields in Australia and the UK fell 85bps
and 67bps respectively during 2002 in what is now the longest
bear rnarket since 1972

Weak markets not only impacted margins directly, but also
indirectly through poor investor sentirnent which led to lower
new business volumes and net cashflow.

Business unit operating margins

* AFS operating marging were down 9%, mainly due to
investrnent markets, lower new business and reduced margins

from the closure of certain capital inefficient products. This was

partly offset by expense savings, with the cost to income ratio
rernaining steady at 44%. RolC fell slightly to 13.8%. Refer to
page 24 for resuits.

*  UKFS operating marging were down 36% to A$21 1 (£76rm).
Megative factors impacting included fower profit marging
reieased due to the cumulative effect of three years of weak
equity markets, lower new business volumes in Pearf reducing
the service company profits, increased provisions and some
capitalised tosses (alsor as a result of equity market falls). Costs
were down by 15% while the cost to income ratio was stable
at 64% due to fower revenue and profitability. Various

initiatives {covered in this document under capital management,

cast management and the UKFS section) are underway o
address the high capital exposure and fow RolC in UKFS. Refer
o page 26 for results,

+ Herderson operating margins were down only 8%, a robust
result given the prolonged stock market downturn and the
impact on the investrnent ranagement industry and
competitars. AUM declined only 13%, significantly less than
mast major equity indices. Vigilant cost management meant
that the cost to income ratic increased only slightly to 69%
despite the lower profit. Similarly, good capital management
meant that the RelC declined marginally 1o 10.7%. Refer to
pape 28 for results,

Investment income

Asin FY 01, investrment income was again affected by poor UK
equity retumns. Investrnent performance on shareholder funds was
in line with major external benchrnarks.

Tight control of Corporate Office led to a 23%
reduction ins expenses while interest paid reflects
lower debt levels during the year

-

Rele of Corporate Office was redefined during 2H 02, with the
focus being on value-added activities. As a result, 97 staff have
been retrenched as at the end of Decernber, which includes

some staff previously involved with AMP International business.

Interest on corporate debt fell o A$230m as a resuit of lower
Corporate borrowings throughout FY 02 and a reduction in the
weighted average cost of debt.

As previously communicated, payment of the Reset Preferred
Securities distribution will not be effected by the write-downs.

Write-downss and transformation costs total A%$1,571m
{partly offset by profit realised on the sale of
non-core businesses}

-

-

A review of the valuation of our UK and former AP
International subsidiaries has led to a write-off totalling
A%$1,.227m, most of which is intangible assets. The valuations
reflect the lower levels of investment markets and the changes
in strategic direction announced during Novernber and
Decernber 2002.

Provision has been made for the cost of irmnplementing the
strategic initiatives (A$344m) which commenced during 2H G2
and will continue in FY 03.

The completion during FY 02 of the sale of certain non-core
businesses has resulted in a profit of A$234m, mainly
attributable to the Cogent sale.

More information can be found on page 33.
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A%m EY 02 H B2 1H 62 £Y M % FY % HH MM 1H 01
Australian Financial Services 334 140 194 366 -B.7 -7 8 192 174
UK Financial Services 211 37 174 328 -35.7 -78.7 162 166
Henderson Global westors 192 G0 107 208 <77 118 108 1
AMIP Banking (7} (4 {3} {13) 46,2 333 (7 i)
Total BU operating margins 730 263 A67 889 -17.9 437 455 434
Discontinuing businesses 38 17 21 148 -74.3 -18.0 85 53
Corporate Office costs {79} (35 {44} {102) -22.5 <25 (%3] {38)
Total operating margins 689 245 444 535 -26.3 -44.8 486 445
Underlying investment income 437 225 208 506 -13.6 101 261 245
interest expense on corporate debt {230} {133 {97} {242} <50 37.1 {1123 {1300
Distribution on reset preferred securities (13} {13 - nfa n/a
Underlying contribution 883 328 555 1.199 -26.3 -43.9 635 564
investrnent income market adiustrent {388} {174} (214} {532} 274 <187 (3123 {27200
Profit after income tax before other items 495 154 341 667 <257 548 323 344
Transformation costs {344} (333 {11} (&) nfa n/a (8
Asset sales 234 234 86 n/a n/a B6
Valuation adjustments {1,227}y  (1.227) - n/a n/a
Goodwill amortisation (54} 27 {27} {55) 1.8 0.0 (28 {27
Net profit after income tax {(89g) (1.199 303 £90 -228.8 44957 287 403
Movement in underlying contribution FY 01 to FY 02
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Performance measures

Return on invested capital
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*

RolC down 1o 5.2% on lower
profitability and higher capital.

*

RelC - underlying felf 1o 7.9% on
lowwer margins across the group.

Cost to income ratio
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* Groug cost to income ratio down
2% reflecting impact of sale of
Cogent and 11% reduction in cost.

Return on invested capital (BU}
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*  AFS RolC only marginally down
due to lower profit being offset by
capital initiatives,

* UKFS RolC shows impact of
reduced profitability and additional
capital invested.

¢ HGI slightly down due 1o good
capital management.

Value of new business

A% £m

Y O ukrs
@3% dm ®5% dm

250 a0
200 iz
150 5
00 36
50 18
G 0

a1 (=} = o o

T L Tz

¢ AFS VNB increases to A$251m on
lower acquisition costs and fower

anticipated unit maintenance costs.

« UKFS VNE not a good guide to
future profitability as resuit of
strategic changes

Earnings per share
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* EPS - underiying fell to A$0.78 as
result of lower profitability and
weak investment markets,

Yotal BU operating margins
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» ‘Weak investrnent markets impact
rrargins both directly and indirectly.

» Strong vigilance on costs mitigated
impact to some extent.
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£y o2 FY 01 £Y 00 FY 89 BY 98
Shareholder summary
EFS - Underlying (A%) 0.78 108 0.98 0.64 3.63
- Net profit after tax (a%) -0.79 0.62 1.05 -0.39 0.97
RalC - Underlying 7.59% 10.4% 10.0% 7.0% 7.8%
- Actual 5.2% 8.5% 10.7% 10.0% 11.5%
Rok - Underlying 4.2% 13.1% 13.0% 8.5% 8.5%
- Actual 5.1% 7.3% 14.3% 13.1% 13.2%
Dividends per share (A%} (.46 .51 047 .41 018
Dividend payout ratio - Underlying 59% 47 % 48% 4% 29%
Ordinary shares in issue {m) 1,159.5 11285 11,1048 1.086.2 1.076.6
Weighted average number of ordinary shares {m) - Basic 11376 11137 1,098 10827 11,0610
- Fully diluted 1,137.9 11219 1,1384 1,138 1,061.4
Share price for the period (A% - Low 11L.18 16.56 13.69 14.13 18.46
- High 19.63 21.99 20.22 20.91 23.00
Returs: on embedded valae < AFS (3% dm) 1.4% 9.9% 7.1% 18.0% 15.2%
- UKFS (5% dm}) -30.6%  -131% 2.6% 18.1% 13.0%
Vaiue of new business - AFS (3% dm) A%m - as reported 251 249 145 165 174
- UKFS (5% dmy £m - as reported 13 ] 14 18 17
Financial position
Ordinary sharehoiders” equity (A 8,533 9,520 8,785 7,632 8,675
Corporate deht (ex operational debt) (A%m) 3,788 3,687 4,511 4,730 2,065
Debt to shareholders’ equity plus debt 13% 16% 23% 28% 24%
interest cover {times} - Underiying 5.2 6.3 5.2 6.1 6.7
- Actuat 35 4.9 5.5 8.7 9.8
Assets under management (AUM) ASh
Assets under management - HGl managed 256 292 291 259 177
Assets under management - externally managed 9 ] & 3 2
Total assets under managernent 265 301 297 262 179
Persistency - AFS 84% 4% 82% 84% 83%
- UKFS 88% 89% 29% 92% 89%
Cost to income ratio’ 62% 4% 65% &6% n/a
Staff numbers
Australizn Financial Services'® 3,194 3316 3,812 3,920 4,330
UK Financial Services® 5,592 7,173 7,062 8816 6,857
Henderson Global Investors 1,612 1,624 1,877 1,756 1,693
AMP Banking® 502 475 511 632 -
Cobalt RunGff Services 195 202 115 150 150
Corporate Cffice 258 330 337 493 257
AMP International® 50 1,106 917 532 563
T@ARP? - 489 1,141 808 A2
Services@AMP* - 159 137 - -
AMP General insurance - - 3,355 3,752 1,228
Total staff numbers 11,403 14,868 19,264 21,1499 15,490

f. Earlier years include businesses owned by ANMP at the time.
2. Excludes non-salaried planners.
3Ry 02 includes Tovery Law and Interactive Investor

4. AMP Banking was previously reported in AMP Internastionsl. Al historical dats has been excluded from AMP Internationsl.

5. Part of the reduction relates to the sale of Cogent a5 well as the decision 1o divest or transfer AMP International initiatives back to the business.

&, For By 02, 1TT@AMP & Services@AMP are included in AF5.
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Product cashflows

Australian Financial Services

-

AFS total net cashflow declined from A%2,602m FY 01 to
A%$1,168m in FY 02, This result should be considered in the
cortext of the record performance reported last year and the
market environiment this year

- AFS's strong comparative performance this year is reflected
in industry data (AFS maintained 1st position in Australian
setall superannuation net cashflows and 3rd for total retail
managed funds {exct ChAT) net cashilows'

- Net cashflow for Australian conternporary retail products of
M$2,656rm declined 35% on FY 01, partly reflecting the
closure of capital guaranteed investment options as well as
the recard performance reported last year

- Outflows of A%1 895m frorm mature products improved
13% on the FY 01 levels as a result of planner focus,
several retention initiatives irmnplemented during the year
and effective customer comemunication.

UK Einancial Services

-

The cashflow staternent has been restated to reflect the split of
the UKFS business into Conternporary and Life Services,

The conternporary cashflows represent only the products
deerned conternporary under the new business unit. Therefore,
collective investment vehicles and Life business written to NP
Limited have teen included under mature and dosed business
as the UK Contemporary Financial Services business has no
specific focus on these products going forward,

Conternporary net cashflow increased by A$52m (£19m),
a 6% irnprovement in FY 02 compared to FY 1.

The announcement o close the Pear| Direct Sales Force
channel was made in Decernber and therefore did not in itself
materially irnpact cash inflow in 2002 although the reduction
in salesforce numbers through 2002 contributed to lower new
business volumes.

Cash outflow within the National Provident Life Limited closed
fund increased by 16% which reflacts maturities of income
bonds, accounting for crca £130m, and surrenders of
with-profit bonds which have reached the end of their
penalty period.

Since the closure of the Pear! Direct Sales Farce in early
December, increased focus is being placed on the retention of
existing business and, in particular, higher value custormers and
cortracts. ncreased training and information is being provided
to front hine call centres to ensure custorers are aware of
options to retain products rather than surrendering contracts
during these low value market conditions.

Hendersors Global Investors

* UK Retail experienced rrinimal net outflows of A$45m,

excluding the A%2,242m divestrnent of the Private Client
business, Met inflows on apen ended products of A$245m
were offset by net Investment Trust redernptions of A%$290m.
This is a robust performance given the industry wide flight
from UK Retail products during the yvear.

Rest of World (ROW) Retail experienced net cash inflows of
A$85 1, comprising mainfy net inflaws of A$576m for
Absolute Return Funds and A$197m for Horizon Funds.

Institutional net outflows were A$3,801m duwring the year
including the A%3,945m short terrn cash mandate withdrawn
i Q1 02, The remaining net cash inflow of A$144m comprised:

- A%1,339m UK institution net inflows
- A%t 073 ROW property net inflows

- A$Z 768 Msia Pacific net outflows including 4%1,195m
short term New Zealand public sector mandate and
A%$358m relating to the sale of GIO.

The figures exclude a A%t 457m Australian SRI overlay
mandate which was awarded during the vear but not taken
an until 2003

1. September 2002 market share data sourced from Plan For Life Pty Ltd,
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Product cashflows

FY 02 FY 01
tnflow Outfiow Met {aflow Outflow et
Business units {A%m} {ASm) {aSm} [ASm) {ASm} {ASm}
Australian Financial Services
Australian contemporary retail
Superannuation 5,895 3,R37 2,358 5,502 3,137 2,765
Managed investments 1,255 1,093 162 1.618 933 683
Income stream 1,009 991 18 1,321 846 475
Risk 217 899 118 221 82 1359
8,376 5,720 2,656 9,060 4,998 4,062
Matured/closed retail 454 1,885 {1,441} 528 2171 (1,643)
Total Australian retail 72,830 7.615 1,215 9,588 7,169 2,419
NZ contemporary retail {ind. corporate} 470 517 (47} 652 509 183
Total AFS 9,300 8132 1,168 104,280 7878 2,602
UK Financial Services
UK contemporary retail
Pensions 1,460 525 G35 1,477 5G4 883
UK Life Services
Matured/closed retail 4,483 5,h32 {1,049} 5,064 5,867 {803)
National Provident Life Limited 455 3,398 (2,897} £69 2,937 (2,268)
Total UKFS 5,442 9,453 (3,011 7.210 4,308 (2,188)
Henderson Global Investors
Coniemporary retail
UK Collective investment vehicles 1,922 1,567 (45} 3,702 2,432 1,270
ROW contemporary retail 2,081 1,230 851 3,232 2,228 1,004
4,003 3,197 806 6,934 4660 2,274
Closed retail - 2,169 (2,169
Total retail 4,003 3,197 206 6,934 6,825 105
ROW subadvisory 1,556 2,792 {1,236} 1,701 2,325 {624)
Institutional 15,596 19,397 (3,801 28,758 11,057 17,699
Total Henderson Global Investors 21,155 25 386 (4,231 37,391 20,211 17,180
FY 02 FY 01
tnflow Outfiow Met {aflow Outflow et
AMP {ASm} {ASm} {ASm} {ASm} {A5m) {ASm}
Contemporary retail - AFS, UKFS & Henderson 14,309 59,959 4,350 18,163 13,761 7,402
Institutional - Henderson 15,596 19,397 (3,801 28,758 11,057 17,699
ROW subadvisory - Henderson 1,556 2,792 {1,236} 1,700 2,325 {B24)
Total contemporary 31,461 32,148 (687} 48,620 24,143 24,477
Mature/closed - AFS, UKFS & Hendersan 5,436 13,823 {5,387} 6,261 13,144 B,883)
Total AMP! 36,897 42 971 (6,074 54,881 37,287 17,594
Other cashflows
AMP Bank - net increase in mortgages 1,665 950

1 Cashffews for businesses in India, lapan and the joint venture with Virgin are not included.



Financial summary
ARP Irwestor Report Full Year 2002

10

Capital management - total shareholder capital resources

ASm BY 02 tH 02 FY 81

Equity
Share capitat 5,001 4770 4,613
(apital reserve 510 510 510
Foreign currency transiation reserve 361 141 313
Retained profits 2,661 4,092 4,084
Total eguity attributable to ordinary shareholders 8,533 9,463 9,520
Hybrid equity {Reset Preferred Securities) 1,141 - -
Total equity attributable to ordinary shareholders plus hybrid eguity 9,674 9,463 89,520
External corporate debt 3,788 3,577 3,687
Borrowings from Pear? 90:10 fund - 5495 623
Total shareholder capital resources 13,462 13,635 13,830

Other interests
Life funds not specifically attributed o shareholders’ or policyhoiders’ interests 5494 5,437 6,232
Other outside equity interests in controlled entities 2,755 1,871 1,565

Equity attributabie to shareholders plus hiybrid

Total equity attributable to ordinary shareholders pius hybrid
equity has increased by A%$154rn during FY 02. This increase
was driven by,

* A$1147m of hybrid equity (total proceeds of A$1,122m
being amount raised of 4%1,150m less issue costs of A$28m,
plus A% 19 retained profits of the AMP Reset Preferred
Securities Trust}

* A3432rn of new share capital raised through share plans,
dividend reinvestment plans and underwriting of the
interier 2002 dividend, offset by A%44m of shares bought
back in TH 02

* A348m increase in foreign currency translation reserve due
to the strengthening of the £ against the A%

but partially offset by
* A3296m full vear loss

*«  A$295m interirm 2002 dividend paid and A$232m final
dividend dedared. The final dividend has been fully
underwritten in terms of the dividend reinvestment plan.

Total shareholder capital resources decreased despite the hybrid
equity raising due to the full vesr loss and repayrnent of
borrowings from the Pearl 9010 fund.

Unattributed life funds

Life funds not specifically attributable to shareholders’ or
policyholders” interests decreased fram FY 01 o FY 02 due to

* 3 falf in mvestment markets which resulted in a loss of A$541m
from investrent earnings on the unatiributed life funds

« utilisation of a further A$208m to support bonus distributions
in respect of UK policyholders

¢ offset by A311m due to the strengthening of the £ against
the A%

fn recent years, bonus distributions to UK with-profit policyholders
have exceeded the level supported by actual experience, because
of the need to support bonuses in a way that is consistent with
the reasonable expectations of policyholders. The balance of the
cost of bonus distributions has been et from the unattributed life
funds. The need to support bonus levels is expected to continue
in the medium term, consistent with accepted UK industry
practice. in the absence of a significant recovery in equity
rnarkets, it is now likely that a significant proportion of the
unatiributed life funds will be utilised in this way.

Refer also to note 20 of the 2002 AMP Lid Full Financial Report.
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Capital management - shareholder capital invested

Motionaf allocation at’

31 December 2682

Minimum reguiatory tangihle
ASm re{ai.liren'tertts"F net assets’ EntangihfesB Total capital
Australian Financial Services 1.6 3,140 495 3,635
AP Life Statutory funds 3.010 3,010
AMPF Life other? 130 485 £25
UK Financial Services’ 5,752 6,878 1,060 7.938
Pearl* 5,021 £2 5,083
b 1,196 1,186
UKFS other* 661 598 1,655
Henderson Gicbal Investors 326 432 1,189 1,631
AMP Banking 431 584 584
Virgin Money 370 370
Discontinuing business 45T 896 896
Corporate Office 400 400
inter business unit holdings® {1,992) {1,992}
Total shareholder capital resources 8.8 10,708 2,754 13,462

. The notionat allocation takes account of admissible assets supporting the business for reguiatory purposes. As a result of the impact of restrecturing on

admissibie assets and reguistory waivers, the level of inter BU holdings included, has increased compared to pricT years.

- Pearl includes shareholder net assets investad in the NPLL overcoat.

- Inciudes NFIL, UKFS business support oparations, Towry Law and other,
. For & detailed breakdown please refer to the glossary on page 39

- For 3 definition please refer to the glossary on page 37,

0~ 3 L0 ds Ll b

wabich are primarily attributable to policyholder interests,

Movementis

The reduction in intangibles since FY 01 is primarily due to the
EMVONMAgoodwill component of the asset write-downs - see
page 33.

Total capital allocated to UKES increased by A$1,870m, due to:
» A%1,393m (£500m) of capital supplied by the group

* A%1,217en from the impact of restructuring on admissible
assets and regulatory waivers

* -A$523m from asset write-downs - see page 33

* -A32717em from other itermns (UKFS profit before normalisation,
payment of UK dividends, currency movements and
realiocation of the balance of shareholder attributable assets
in Pearls 0:106 fund (Pacific) from Corporate Office to UKFS).

Capital initiatives

The UK stock market suffered substantial losses in 2002 with the
main FTSE 100 Index falling by 24.5% during the year. This
created pressures for the entire UK life industry.

In fuly, AMP notified the Financial Services Autharity {F5A) that
Peart Assurance had breached UK rrinimum regulatory capital
requirerments. This means that, although realistic policyhoider
liaksitities were fully covered and the fund assets were well in
excess of econamic soivency requirernents, the fund had
insufficient adimissible assets available to cover the FSAs
conservative Required Minimum Margin (R}

. AMP Life other represents the operating subsidiaries of AFS including AMP's investment in India.
- Minirnum reguistory capital requirements for GKFS are based on our best estimates of UK statutory reserves, as these are stifl baing calculated.

. These are intangibles as defined on page 36, There are a further A$16m of intangibles in the 2002 AMP Ltd Full Bnancial Report {refer notes 10 and 11)

Management undertook a series of capital actions to improve the
regulatory assets and liabilities within the funds induding
shareholder capital support of A%1,393m {£500m}, the swapping
and restructiring of inadmissible assets, reducing the Equity Backing
Ratio {EBR) and improving management of policyholder benefits,

For the UK Life with-profits funds, the effective exposures
{allowing for derivatives} at the year end were;

Assets backing Paarl NI Life Ltd Lendon Life
UK Equity 22% 30% 6%
international Equity 9% 6% 4%
Property 14% 12% 14%
Non Traditional Assets 3% 0% 1%
Equity Backing Ratio 48% 48% A5%
Fixed Interest 38% 45% 55%
Cash T4% 7% 0%
Total 0% 1% 130%

Im Bght of significant market falls in early 2003 {of FTSE {0 3480 -
a seven year low} and continued global market volatility,
management has taken further protective action for the assets in
the UK funds through equity sales, derivative protection and
dyriamic hedging strategies. Calculation of EBR following these
actions can only be early estimates, therefore the following ratios
ffor with-profit funds onky) an 21 February are an indicative guide:
Peart 42%, NPLE 37% and London Life 31%. The situation is
dynarnic and effective FTSE exposures can change strongly as the
market moves. These positions will be actively marnaged
throughout the year,
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Capital management - requlatory

Lapital employed by regulatory class’

31 December 2842

31 December 2001t

A%Sm Met assets  Intangibles’ ‘Yotal capital et assets  Intangibles’ TYotal capital
Equity atiributable fo ordinary shareholders 5,773 2,754 8,533 5,875 3,641 9,520
Hybrid equity (Reset Preferred Securities) 1,141 1,141 -
Tier 1 £,820 2,754 9,674 5,879 3,641 89,520
Income securities 1,240 1,240 1,240 1,240
Subordinated debt 840 840 234 834
Tier 2 2,080 - 2,080 2,074 - 2,074
Total regulatory capital {Tier 1 + Tier 2} 5,000 2,754 11,754 7,953 3,641 11,594
Senior debt 1,708 1,708 1,613 1,813
Borrowings from Pearl $0:10 fund - 623 623
Total shareholder capital resources 10,708 2,754 13,462 10,189 3,641 13,830
1. As described by APRA regulations.

2. The difference betweer intangibdes in the table above and that in the 2002 AMP Ltd Fult Financial Report {notes 10 and 11} is primarily attributable to

policyholder interests.

The capital emnployed by regulatory class has improved due to the
successtul issue of the reset preferred securities,

The reset preferred securities issue was voted Asian equity-linked
issue of the year by International Financing Review Asia (IFR).

UK minimum regulatory requirements

Al ARP UK life cormpanies met their RMM requiremnents as at

31 Decernber 2002, Statutory reserves as at end 2002 are still
being calculated (for subrnission to the FSA in March}, but our
best estimate of the Free Asset Ratio (FAR) for the main life
companies, calcudated using the more conservative of the Hability
rnethods, (see glossary on page 36) were 2% for Pearl, 3% for LL,
2% for NPLL and 1% for NPIL.
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Capital management - asset backing shareholder capital resources

Allocation at

31 Becember 2002 31 Dacember 2681

ASm Australasia UK Totai Austrafasia 114 Total

Equities 1,164 858 2,120 1,608 1,158 2,804
Other growth assets 302 199 501 359 101 500
Fixed interest 825 2,749 3,574 208 2,873 3,679

Cash

1,664 3,257 4,921 1.277 1,855 3,232

Total managed assets

3,955 7181 11,116 4,088 6,127 10,215

Other {67} {241) {a08) 244 (2704 {76)
Total net assets 3,888 6,820 10,708 4,332 5,857 10,189
intangibles 666 2088 2,754 807 2.834 3,641

Total shareholder capital resources

4,554 8,908 13,462 5,138 8,691 13,830

FY 42 FY 014
ASm Australasia UK Totai Austrafasia 114 Total
Invesiment income
BU underlying investrnent income 251 222 473 288 245 533
Corporate Office underlying investment income {39} 3 (36) {72) 4% {27)
Total underlying investrent income 217 225 437 218 290 506
Market adjustment (231} {(157) {388} {145) (387} {532
Total investment income {19} 68 49 71 (873 {26)
Growth assets / {managed assets) 37% 6% 24% A%, 21% 329%
Regional split of managed assets 36% 64% 40% 80%
Regional split of total shareholder capital resources 34% 66% 37% 63%

Lower exposure to equities

Totat sharehaolder exposure to equities fell by A$684m.
This was primarity driven by,

» significant falls in the global equity markets during 2002,
including a fall in the UK FTSE 100 Index of 24.5% and the
Australian All Ords index of 11.5%

» reduction in equities backing shareholder capital.

Totat shareholder exposure to cash increased by A%1,68%m.
This was primarily driven by

« A3T, 147 hybrid equity

» proceeds from the sate of Cogent and the AMP Barik credit
card portfolio.

The volatifity of shareholder funds is now significantly reduced,
with growth assets riow just 24% of total shareholder managed
assets. This cormpares with a growth exposure of 329% at

21 Decernber 2001 and 51% at 31 December 1998

Increase in total investment income

Lower bond yvields in Australia (down 85bps) and the UK
{down 67hps), as well as the reduction in growth assets as a
percentage of total managed assets {reducing from 32% to
24%) offset the impact of lower equity markets during

FY 02, with total investment income increasing by A$75m to
A%49m. This is stilf significantly less than that earned in years
prior to 2001,

Total underlying investment income has decreased by A$69m
{14%) on FY {1 due mainly to a change in the mix of
rnanaged assets from growth assets to fixed interest and cash.

FY 02 underlying investment income includes a normalised
return on Corporate capital. Prior periods have been restated
{with the corresponding change being made to “Investment
income market adjustment”y. There is no impact on net profit
after tax as a result of this reclassification. Refer o the
definition on page 37.

Corporate Office (Australia) underlying investment income
inciudes the intra-group elimination of dividends earned on the
UK plc preference shares (FY 02: A369m and £y 01 A381m).
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Debt overview

ASm 31 December 2802 31 Decemfzer 20014
Corpoerate  Operational Total {Lorporate  Operational Total

Subordinated bondsimotes B840 472 1,312 834 470 1,304
AMP Income Securities 1,240 1,240 1,240 1,240
Total subordinated debt {Tier 2} 2,080 472 2,552 2,074 470 2,544
Bomestic commercial paper and NCDs 2,432 2,432 1.672 1,672
Euro commercial paper 218} 472 562 1,865 1,860
Euro medium term notes 1,584 379 1,863 1,608 47 2,150
Domestic medium term notes A58 498 549 535
Other 34 34 5 &
Total senior debt 1,708 3,781 5,489 1,613 4,683 6,296
toans 232 232 2ta 216
Bank cverdrafts - 4 4
Deposits-in 2413 2,413 1,845 1,945
Other 3 3 5 &
Total external debt 3,788 6,901 10,689 3,687 7,323 11010
Borrowings from Pearl 30:10 fund - 623 623
Total debt 3,788 6,901 10,689 4,310 7,323 11,633
Corporate gearing ratios

Gearing - debtfdebt + equity)'* 13% 16%

Gearing - debt/equity 44% 459,
Interest cover {times} 35 4.1
Underlying interest cover {times} 5.2 6.3

1. Definion in glossary now includes alfowance for hybrid eguity (page 36}

2. FY 01 caloslations restated in line with definition in glossary on page 36-37.
3.(3,788- 2,080/ (3,788 % 1141 + B 533) = 13%

4. 3,788/ 5,533 = 44%

Gearing has reduced as a result of:

* horrowings from Peart 96:10 fund that was repaid as part of
the UK capital restructuring

+ successful issue of hybrid equity.

A%90m of euro cornmercial paper matured in January 2003 and
has been repaid.

Given the time fag between repayment of debt and reduced
interest costs, the full benefit of the repayrnent of the borrowings
from Peart 90:10 fund on interest cover, will not be realised until
2003,

Operational debt incledes:
AMP Bank
AMP Finance and AMP GBS Ltd

A%5 540m
A$984m
AS3I77m

Other

Policyholder obligations of A$2,19Zn are excluded from
operational debt.

Refer notes 14 (Borrowings) and 15 (Subordinated Debt) of the
ANP Etd 2002 Full Financial Report:

A$10,.329m
A$(2,1920m
A32 552m

Total borrowings as disclosed
Less: Policyholder obsfigations

Add: Subordinated debit

Total debt above A$10,689m
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Total controlizble

Operational costs Project costs costs

BY 02 FY 81 BY 02 £Y B FY 02 £Y B FY 42 BY 01
AMP Group total 62% 649% ' 2,374 2,633 221 275 2,585 2,508
Australian Financial Services 44% 44% 557 580 54 84 811 664
UK Financial Services' 64% 654% 987 1.161 115 136 1,106 1,287
Henderson Global Investors 69% 68% 557 636 36 32 8627 668
AMP Banking 99% 105% 145 144 11 & 151 158
Corporate Office’ n/a nfa 93 112 7 17 100 129

Mote: Refer to the glossary for definitions of cost to income ratio and controllable costs.

£ FY 01 has been restated to include Towry Law on g pro-forma full year basis.

2. FY 01 includes the results of Cogent in the cost to income ratio. Excluding Cogent from the caloulation, the £Y 01 ratio s 62%.
3. Corporate Office costs are pre-tax and represent costs not recovered from BUs (page 32).

The AMP Group achieved an 11% reduction in
controliable costs on a like-forlike basis.

This was achieved by stringent cost control across
all business units but has produced only a slight
decrease in the cost to income ratio due to the
environnment of decreasing revenues.

Austraiian Financial Services

» Controllable costs reduced by A$53rm (8% in FY 02 due
to cost management initiatives as well as tightening of
discretionary spend in both operational and project costs.

» The AFS cost to incorne ratio was steady at 44% for FY 02.
This was an excellent result in an environment of decreasing
FeVenues.

* FY 01 was restated to 44% and now includes the HIH loss in
operating margins {previously disclased as a non-recurring
rnarging and therefore excluded from the FY 01 gross margin
used to calculate the cost to income ratic).

UK Finarcial Services

» The FY 02 cost to income ratio {inch. Towry Law) of 64% is in
fine with FY 01, Cost savings achieved have been offset by the
reduction in profit margins.

» The UKFS cost rranagement program is targeting run rate
savings of £160m (compared to FY 01} by the end of 2003
fr FY 02 savings of £68m, regresenting a 15% reduction,
were captured when cormpared with FY 01, After altowing for
reduction in expenses directly attributable to reduced sales, the
vnderlying reduction was £47m or 10%. These savings were
offset to some extent by the impact of with-profits withdrawal
and volume/mix changes in delivering service company trading
profits of £31m,

» Planned major UKFS actions to deliver the £160m by FY 03
include the reduction of 3,400 stalf by the end of 2003 {incl.
closure of the Pearl Direct Sales Force and support staff).

» The withdrawal of with-profit products will necessitate
re-negotiation between the service compary and Pearl
Assurance plc and will be subject to FSA approval,

Henderson Global Investars

» There was a madest increase of one percentage point in the
cost ratio on FY 01, Controllable costs fell by 6%. This was
achieved by:

- focusing on core areas of business, driving down non-core
expenditure

- reduced staff expenditure through greater efficiency,
retrenchment and lower bonus costs.

» Key components of this movernent in operational costs were
a fall in emnployee expenditure, fower investment administration
costs and a decease in advertising expenditure. These reductions
were in part offset by higher office expenses following a rent
review in the UK and the office relocation in Australia.

» Henderson also maintained its commitment to investing in
the business incurring A$30m FY 01 A$32m) on building
US capabilities and on developing and implementing front
office systems.

AMP Banking

*  AMP Banking's focus on cost control resulted in a reduction of
six percentage points in the cost to incormne ratio, even while
growing fending new business volumes by 28%.

Corporate Office

» Comorate Office costs not recavered from BUs reduced by
22% on FY 01 due to tighter cost control palicies an operating
and project costs.

Total controftable costs above (A%2,59%m) differ from that
discfosed in the 2002 AMP Ltd Fult Financial Report (note 4),
as that indudes policyholder-related costs which are not
included above,
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Overview of embedded value and value of new business

o This information shows the embedded and new business values for the businesses of AFS (AMP ife funds, other subsidiaries and
business support operations) and UKFS {ife funds of AMP Pearl, AMP NPl and AMP London Life, business support operations, unit
trust and Open Ended investment Company {OEIC) business and other subsidiaries and shareholder capital allocated 1o UKFS}

» Frnbedded values in this report are calculated by AMP Group’s Appointed Actuaries. The projections underlying embedded values do
not explicitly alow for future volatility. In circumstances where the perceived business or financial risk has increased, an investor
should consider using a higher risk discount rate. AMP publishes BV's on a range of discount rates to assist the investor in this regard.

» More details about embedded values can be found an AMP's website.

»  Assurnptions used for the emnbedded and new business values are consistent with the best estimate assurmptions used in caleutating
Margin on Services Moy policy liabilities at the year end lexcept for equity risk premiurms in UKFS). Refer to pages 40 and 42 for the
key assumnptions and audit review staternent thereon.

» Risk discount rates are the yield on long term government bonds plus the discount margin. Future investment earnings and
inflation are also based on these fong term governiment bond yvields and do not vary with the discount margin. Refer 1o page 40 for
information on economic assumptions used.

» “Expected return” represents the unwinding of the discount (at the refevant discount margin over the end 2061 vield on long term
bonds) on discounted values and the net expected investment return on undiscounted values.

* Value added” represents growth in excess of the expected return, and before transfers of profit and capital.

Embedded values as at 31 December 2002

Capitat Discount margin
ASm included 3% 4% 5% 8%
Australian Financial Services 3,635 5714 5479 5270 5,085
Value of FY 02 new business 251 222 187 174
UK Financial Services 7,938 6,269 5543 5,658
Value of FY 02 new business 71 51 37

* The "Capital included” in the BV calculations is the sarne as the “Total capital” ("net assets” and “intangibles”} allocated o AFS and
UKFS respectively fon page 11).

» The BV reflects the present value of future earnings and the value of capital less an adjustment for the tirne of release and the risk
placed on that capital. For UKFS, difficult conditions have meant that the value of future earings has fallen. At the same tirne, the
required adjustment for risk on the capital has increased. Also note that the total capital includes intangibles of A%$1,060m, the
rrajority of which represents the value of future new business {in NP and the service company which is not valued in the BV itself,

» When comparing these results with those under " UK achieved profits”, note that the UKFS ermbedded value and value of new business
are net of UK income tax (including sharehoider tax on transfers). However, in UK-market achieved profit presentations, the change in
embedded value and value of new business are often guoted:

- gross of tax at the corporate rate

- before investment variances and economic assumption changes.
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AFS embedded value and value of new business

Embedded value increases doespite challenging
business conditions

¢ Embedded value increased by 1.4% at the 3% discount margin

{drm} after resiatermnent of FY 01 and before FY 02 transfers.

+ The restatement for modelling improvements mostly relates to
carrections of values before 2061, The historic return on EV in

2000 has been resiated as well.

+ The value added factors in FY 02 were driven by,

new business adding A%251m (3% dm) or A$174m
(6% dm)

lower future unit costs resufting from the restructuring of
the AFS business adding A$177m (3% dm) or A%$149m
(€% dm)

offset by:

invesiment returns an shareholder capital reducing value
by A$282m (3% dm} or A$282m (6% dm}

investrment returns on customer funds reducing value by
HF438rm (3% dm) or A$4Z21m (6% dm)

the mpact of bond vieid changes on future investment
assumptions and discount rates increased value by A$37m
(3% dm} or A$18m (6% dm}

one-off changes to economic assumptions, ingluding
reduced long term risk prerniums for equity investments,
deducting A$184m (3% dm} or A%151m (6% dm}

expense losses of A$96em from restructure costs offset

by other current year experience profit, exchange rate
movemnents and assumption chariges reduced EV by a net
A%19m (3% dmb or A%t (5% dm).

* Net transfers include capital of A$97 T transferred out to
Corporate, as well as the value of franking credits transferred
out at 70% of face value.

Value of new business grows from expense
improvements

* alue of new business increased from A$233m (restated) in

FY 01 to AS25Tm in FY 02 {both at 3% dm} due to:

anticipated improvemnents to unit rmaintenance costs
resulting from the restructuring of the AFS business adding
A$19m

this year’s cost inifiatives generating unit acquisition costs
fower than FY 01, adding A$7m

offset by:

tower volumes offset by a rmore profitable mix resulting in
a net deduction of A%dm

product and capital managernent initiatives reducing value
by A%dm.

*+ Value of new business from FY 01 was restated frorm 43249m

1 A3233m {both at 3% dm), due to:

the impact of bond yield changes on future investment
assumptions and discount rates adding A$7m

other changes mainly reflecting lower fong term risk
prermiums for equity investrnents and other one-off changes
to economic assumptions deducting A%$23m.
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AFS embedded value and value of new business

Embeddad vatue and discount margin

Australian Financial Servicas (A%m} 3% 4% 5% &%
Embedded value at 31 December 2001 £,863 6,613 6,386 6,183
Restatement (249 (232} {218) {202)
Expected return 549 571 550 605
Value added (458} {482) {499) {514)
Net transfers put (9913 991} {991 {991
Embedded value at 31 December 2002 5,714 5.479 5270 5,085
Return on embedded value 1.4% 1.4% 1.5% 1.6%
Embedded value comprises:

Adjusted net assets’ 1,425 1,425 1,425 1,425

Value of in-force business? 4,289 4,054 3,845 3,660
Embedded value by major entity

AMP Life 4,990 4 787 4,607 4,448

Business Support Operation (B50) R73 h44 518 485

Other subsidiaries 151 148 t45 142
Value of new business

2007 251 222 197 174

2001 as reported 249 217 188 162

2601 full year restated 233 203 175 158
Value of new business by major entity - 2002

AMP Life 166 41 119 100

Business Support Operation (BSO) 69 a6 64 61

Other subsidiaries 16 15 14 13
Value of new business by major entity - 2001

AMP Life 175 146 120 96

Business Support Operation (B50) 51 49 47 46

Other subsidiaries 23 22 21 20

Value of franking credits @ 70% full value

{included above)}
value of in-force business 841 B05 773 745
Value of new business - 2002 B0 54 48 43

Source: AMP Life Appointed Actuary

i Adiusted net assets broadly represents shareholder net assets in excess of capital adequacy requirements at face value.
2 walse of in-force business includes shareholder net assets of 2%1,715m at face vaius which are valued at a discount 1o expected time of release.

Change in embedded value Change in value of new husiness
{at the low risk discount margin {3%) above bond rate} {at the low risk discount margin, {3%) above bond rate)
2000 — 275
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UKFS embedded value and value of new business

Embedded value hit by poor investment performance

* Poor investrment performance and lower expected future
returns have reduced bonus prospects and the associated
shareholder marging, as well as the value of shareholder net
assets. The impact is -£420m {3% drm) or -£403m (5% din).

* The investrnent strategy of the Pear! 90:10 fund has been
changed to reduce exposure to equity markets, This reduces
expected future returns, with an impact of -£60m (3% dm) or
-£A8m (5% dm).

+ Expense experience had a -£99m impact, primarily arising from
ane-off and project expenditure.

* The balance is made up of miscellanecus experience iterns,
assumption changes and modelling changes.

MNet transfers include:

* The impact of the work done to restructure and recapitalise
UKFS, including:

- the injection of £500m of shareholder capital to Peart

- the rermoval of certain inadmissible assets from Pearl
(including NPELtd)

+ The inclusion of capital in shareholder funds which is
admissibie for regulatory purposes. This capital is now included
as it supports the reguiatory capital position of UKFS life funds
fincluding accountable capital for other business unitsh. The
appropriate elirninations are identified on page 39.

+ The inclusion of capital held in other UKFS subsidiaries.

One of the outcomes of the net transfers is that the capital
included in the UKFS EV now aligns with the total UKFS
accountable capital,

The range of discount margins has been adjusted reflecting the
risks associated with depressed market conditions.

Value of new business steady but will be under
pressure in 2003

VB fell fram £27m to £25m (at 3% dm) but rose from £9m 1o
£13m at 5% dim.

tnciusion of non-life businesses not previously included and other
rnodelling changes reduced VMB by £5m {at 3% dm and 5% dm}.

fnpact of fower volumes (-£27rn at 3% dm, -£21m at 5% dm)
has been offset by a reduction in unit acguistion expenses from
cost reduction activities (+£30m at 3% dm and 5% dm).

The VMNB of £25m {3% drn) is lower than the estimate of £38m
{2% dm) givens at the 4 December presentation, largely because
of using a higher discount margin (£8rm) and because 2002
acquisition costs are higher than anticipated {£5m}.

As a result of significant changes already announced,
including the closure of the Direct Sales Force, the 2002 VNB
is not a good guide to future new business. it is estimated
that 2003 WNB will be approximately zero, representing the
effect of lower volumes, due 1o the dlosure of the Direct Sales
Force partly offset by reductions in fixed acquisition costs.
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UKFS embedded value and value of new business

Embedded value and discount marsgin

UK Financiaf Servicas {fm} 3% 4% S5
Ernbedded value at 31 Decermnber 2001 1,871 1,844 1,732
Expected return 157 164 169
Value added {700) {700) {659)
Net transfer in 765 771 777
Embedded value at 31 December 2002 2,193 2,079 1,879
Return on embedded value -27 5% -29. 1% -30.6%
Embedded value comprises:

Adiusted net assets’ 672 672 672
Loans and reserves’ t55 £39 125
Value of in-force business? 1,368 1,268 1,187
Embedded value by major entity

Life business 2,104 1,993 1,856
Service company (Business Support Operation} 58 55 52
Other subsidiaries 31 31 31
Value of new business

2002 25 18 13
20071 27 18 g
Value of new business by major entity - 2002

Life business 7 0 {5)
Service company 18 18 18
Value of new business by major entity - 2001

Life business 30 21 12
Service company (3 (3) 3

Source: UKFS Appointed Actuaries

- Adiusted net assets broadly represest UKFS shareholder net assets which ara either in excess of minimum regulatory requiremeants o are inadmissible. They
are valued at face value, net of any tax that would be pavable on distribustion to sharsholders. The face vslue of sharebioldar net assets before tax included
in adjusted net assets is £703m.

2. Loans and reserves represent the discounted value of the London Life contingent foans and special reserve account, with a face value of £2098m.

3 Wslue of in-force business includes:

= thevalue to shareholders of future distributions of profits (net of tax) from policies, snit trusts and CEIC basiness in-force

exgess assets in the with-profits furd (one ninth of the bonuses required to exhaust them}

shareholder net assets at the relevant risk discount rate to time of release

the value of in-force o the service company

the goodhdll of the non-lde businesses {Jowry Law and Ample / Interactive Investor), representing the value of their future profit streams.

The face value of shareholder net assets included in the value of in-force i £1,405m. This has increazed since FY 01 because (a) more shareholder capitat is

requirad 1o meet minimum reguistory reguirsments, which have not fzlien in ne with market falls and {6} the presentation has changed since £Y 01 when

alt Pacific assets were included as part of adjusted net assets, even the part reguired to sepoort minirum regulatory reguirements.,

Change in embedded value Change in value of new husiness
{at the high risk discourit margin (5%) above bond rate) {at the high risk discount margin (5%) above bond rate)
2000 — 184 13 s

15400

fm

1 1 1 1 1 1 -
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EV and VNB sensitivities

Lthange in embedded value (A%m} at 3% Decambar 2002 AFS VEFS
Life & other BSO Total Life & other B5O Totai total
1% {100bps; increase in long term bond yields:

- best estimate {75) {103 {85}

- passive {5) (5 {1 10 {5} 5 {3}
5% reduction in controllable costs 0 80 20 0 70 70 150
1% increase in persistency 895 15 110 70 5 75 185
5% increase in equity index - local equities 75 0 75 55 O 55 130
5% Increase in equity index - international equities 25 8] 25 15 i th 40
E¥ G2 change in value of new business {ASm} AFS VEFS

Life & other BSO Total
1% {100bps; increase in 10 year bond yields:
- best estimate {5) (23 {7 Mo data has been provided
- passive 0 f 0 for UKFS because 2002
i L WME s not a guide to
5% .redzzcnor) in corﬁ‘{rollable costs 0 21 21 SLtLe neve ijgusiﬂess
1% increase in persistency ¥ 1 18 {sew page 200,
5% increase in sales 7 3 10

Key assumptions

* The tables illustrate the sensitivity of the embedded and new business values to various economic and business variables.

+ The sensitivities can at best be only indicative because:

- they are not always linear or symmetrical, because of the asymmetric nature of risks facing insurance companies, including the
scope for policyholders to exercise options against the company or to benefit frorm guarantees. This asymmetry has been accentuated
by recent market falls, although it is mitigated to some degree by assetfliability management steps taken during the year

- they assumne that the mavement in a particufar variable is independent of all others

- they show the average movernent for the risk discount margin range

- they are based on the FY 02 position, ie not forward looking', and make no allowance for events subsequent to 31 December 2002,

* The 1% increase in fong term government bond vields is assumed to be accompanied by a 0.5% increase in inflation, and other
associated changes in economic assurmptions, bonus rates, risk discount rates and bond values. For AFS, two sensitivities are shown,
representing two different approaches to future earning rate assumgptions for equities and property. The two scenarios are:

Lthange in assumed risk premium with 1% increase in long term bond yields Equities and property Other assets
Best estimate (3.5% 0.0%
Passive 0.0% 0.0%

For UKES, only the passive sensitivity is shown, reflecting AMP's adoption of UK market practice.

+ The 5% reduction in costs is based on AFS and UKFS controllable costs anly, ie it excludes comrnission and investment management

fees. The analysis assurnes cost reductions arise in the business support operations.

* The 19% increase in persistency is based on a uniform reduction in lapses in all future years.

* The 5% increase in equity index for local equities is based on the ASX Al Crdinaries for AFS and UK FTSE All Share for UKFS.
Ner adjustrment is made for investments outside index weightings, non-listed equities are exchuded and it rakes no alfowance for

events subsequent to 31 December 2002,
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F¥ 02 profit sensitivities {A%m} Operating margins Invesiment incoma Totai
Economic variables

5% inCrease in Australian equites 10 45 55
5% increase in UK equities 10 it 30
1% (100bps) decrease in 10 year UK gilt yields (203 155 135
1% (100bps) decrease in 10 year Aust. bond yields (5 5 20
10% increase inn GBP vs AULD 35 5 40
Business variables

5% increase in sales volumes - AFS and UKFS 10

10% increase - average external AUM 25

5% reduction in contrallable costs 80

The table iflustrates the sensitivity of AMP's 2002 profit after income {ax before other items to various econormic and business variables.
These sensitivities are at best only indicative, because:

- they are not always linear or symmetrical, because of the asymmetric nature of risks facing insurance cornpanies, including the
scope for policyholders to exercise options against the company or fo benefit from guarantees. This asymmetry has been accentuated
by recent market {alls, although it is mitigated to some degree by assetliability managernent steps taken during the year

- they assurne that the particular variable moves independently of all others
- they are based on the 2002 position, ie not forward looking’, and rake no allowances for events subsequent to 31 December 2002

- in general they assume that rnovement occurs evenly over the year,

Other assumptions include:

- parent company shareholders’ equity is fully invested and there are no adjustments for investrnents which are outside index
weightings

- only movemnents in local equities are included

- currency movermneants in investrents in self-sustaining operations do not irmnpact profit
- controllable cost reductions are assumed to arise in the business support operations

- all figures are after tax

- sales sensitivity assumes the same product mix as that underlying sales during FY 02, and mainly reflect profit arising in the service
cornpanies

- currency sensitivities do not aliow for hedging structures on FY 02 operating margins currently in place. 2002 UK operating
rmargins were hedged by a collar of AUDYGBP 0,349 to §.390. Currency sensitivities on operating margins for 2003 will alse be
impacted by sirnilar hedging structures being implemented. Impact on interest expense on corporate debt is not included in the
table, but interest expense would increase A$10m.

* Under MoS accounting, non-investrnent experience has an immediate irmpact on fife marging for the current period. Investment
experience has a different irnpact on fife margins:

- for participating business, profit margins are dependent on the level of future bonuses supported by both the value of available
assets and the assurned future iwestment earnings (argely driven by prevailing bond yields). As the effect of movements in
irvestrnent markets is absorbed by bonuses aver a nurnber of years, ondy a fraction of the impact is recognised in the current
reporting period and is shared between policvholders and sharehalders

- for risk and annuity business, movernents in asset values have little impact on profit unless assets and liabiities are misrnatched,
in whick case the impact of mismatching is fully recognised in the current reporting period

- for linked business, fee income is mainly based on the levels of assets under managernent, which in turn s directly impacted by
irvestrment markets.
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Underlying operating profit after tax declined slightly

+ Underlying operating profit after income tax declined 8% from
A$6G0rm in FY 01 to ASE55m in FY 02, reflecting:

- ower domestic and international investment markets
(~m$44m) and lower bond yiefds (~-A%$7m}

- lower profit marging from capital guaranteed business
due to the implementation of capital reduction strategies
~A$18m), with lower capital levels also reducing underlying
investment incorme {~A%$13m)

- ower new business volumes (-4323m)

offset by:

- cost reduction initiatives (+A%33m)

- FY 01 loss on HIH securities not repeated in FY 02 (+A%24m}
- pther items (+A%3m).

« Continued vigiance in managing costs has softened the impact
of market conditions. Controllable costs reduced by A$53m
(8% for FY 02. The cost to income ratio is holding steady at
44% in FY 02, despite the fall in income. The FY 01 cost to
income ratio has been restated to reflect the impact of the HiH
loss in BY 01 (-A%24m}.

Transformation costs

* |1 2002, AFS implernented a series of actions designed to
strengthen and grow areas of the business with the greatest
opportunity for profitable growth. Restructuring of the
business included folding back parts of AMP Direct and
examining all activities throughout the business with the view
of discontinuing non-essential activities. Significant changes to
the managerment and operational structure of the business are
being implemented. The restructuring costs totalied A$69m
after income tax and will deliver sustainable cost reductions.
Agproximately 550 roles are being made redundant inchuding
90 contract rofes.

Capital released maintained return on invested capital

* Return on invested capital declined marginally to 13.8% in
FY 02 The fall was attributable to lower operating profit and
was offset by the continuing success in the implermentation of
capitat reduction strategies.

*« A$971rn of net capital was released in FY 02 of which
A$750m was attributabile to the removal of AMP UK plc
preference shares from AMP Life statutory funds.

Persistericy maintained

* Persistency stability in FY 02 {level remained at 83.8%) was
impressive in a year where capital guaranteed investment
options closed, markets declined and fund inflows were
subxdued. This demonstrates the sugcess of pro-active planner
retention initiatives, as well as other ANMP initiatives such as
rewarding business retention, targeting communication {o
rebuild customer confidence and strearmlining our product
offering. These types of initiatives should enable better
products, faster-to-market enhancements and make it easier
and more cost effective to rmaintain AMP accounts,

Distribution strategy enhanced

-

AFS continued to successfully execute its multi-channel
distribution strategy during 2002:

- Australian planner numbers continued to grow - up 4% to
1,991 planners, with Hillross experiencing a net growth of
18% to 252 planners

- 3rd party distribution was exiended during 2002, Non-AMP
planners doirig business with AMP each month averaged
above 1,500 for FY 02, up more than 27% on £Y 01

- new dealer group value propositions were launched in 2002
by both AMPFP and Hillross, offering a new mode! that
incorporates both planner and dealer group characteristics,
This increases transparency and enhances the value of
AMPS propasition to planners

- Agrive Financial Planning was acquired on 29 June 2002
from PricewaterhouseCoopers

- the AMP Direct operations have been wound back and
closed as a stand alone business. The core direct distribution
capability is being retained as part of the muiti-channel
strategy.

New business impacted by investor confidence and
the focus on retention

-

The 11% drop in AFS total new business from A%10,538m in
FY 01 to A%$9,368m in FY 02 is a good result given market
conditions:

- AMPFP new business of A%4,591m was 20% below FY 01
of A%5,735m reflecting investor sentiment and a planner
focus on protection of existing funds

- Hiliross increased new business by 12% through improved
pianner remuneration terms and continued product
enhancernents resulted in strong PortfolioCare sales

- 3rd Party Distributors’ retail new business of A3791m
decreased by 17%, a noteworthy result in view of the
competitive environment

- Corporate Superannuation had a strong year with new
business of 4%2 418m, 12% higher than FY 01, reflecting
several significant tender wins in 1H 02

- AMP Direct new business fell by 20% to A$157m in
FY G2,

Poor investrnent returns and the closure of the capital
guaranteed investrment options have shaped the trend for
retirement savings products {ie superannuation, incorme strearn,
and managed investments), with new business of A%8,198m
being 9% below FY 01,

Risk new business of A$523m is down 6% cornpared to
last vear.

In New Zealand, strong risk sales have been offset by the weak
retail investment and corporate superannuation sales (for the
reasons nated above), decreasing new business by 27%.
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ASm BY 02 62 tH 02 £Y 01 % FY % H/H
Components of profit and loss
profit margins released 239 103 136 306 -21.9 -24.3
Profit margins - other operations 895 43 52 h8 63.8 -17.3
Total profit margins 334 148 188 364 -8.2 <223
Experience profits - (&) & ? <1000 2000
Total operating margins 334 140 194 366 -8.7 -27.8
Underlying nvestment ncome 221 108 113 234 -5.6 4.4
Underlying operating profit after income tax 555 248 307 600 -7.5 -15.2
Transformation costs (69) (B9) - - n/a n/a
Net profit after income tax 486 179 307 600 -14.0 417
Ratios
Cost to income 44%, 46% 41% 44%
Retention/persistency 83.8% 82.7% 84.8% 83.8%
RolC 13.8% 13.3% 15.0% 14.1%
RoBUE 15.8%  154%  171%  16.1%
New business by distribution channel - retail
AMP Financial Planning (AMPFR} 4,591 2,375 2,216 5,735 -15.9 7.2
Hillross (AP aligned 3rd Party Distributors} 916 477 439 820 1.7 a7
3rd Party Distributors 791 371 4206 851 -16.8 -11.7
Corporate Superannuation - advisers 1,992 1,028 564 1,871 6.5 6.6
Corporate Superannuation - direct sales force 426 138 288 285 49,5 H21
Sub-total Brancial advisers 8,716 4,389 4,327 9,662 -9.8 1.4
AMP Direct 157 89 68 196 -19.9 3058
Total Australia 8,873 4 478 4,395 5,858 -10.0 1.9
Mew Zealand 495 257 238 680 <272 80
Total new business by distribution channel - retail 9,368 4735 4,633 105,538 =111 22
New business by product type - retail
Superannuation 5,930 3,035 2,855 6,086 -2.7 48
ncome stream 1,013 520 493 1.324 <235 55
Managed investrments 1,255 518 737 1.618 <224 257
Risk 523 3 202 557 -6.1 589
Mature 152 B4 68 263 -42.2 235
Mew Zealand 495 257 238 680 <272 80
Total new business by product type - retail 9,368 4735 4,633 105,538 =111 22
Movement in underlying profit FY 01 to ¥Y 02 Movement in underlying profit 2H 01 to 2H 02
0 — 40
24
00 - s 300 .
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Underlying profit - main movements

-

Underlying operating profit afler income tax declined 25%
from £203m in FY 01 to £152im in FY 02 reflecting:

- market movements impacting planned rargins, investrment
income and capitalised losses {~-£52m}

- one-offs during FY 01 have not recurred in FY 02 {-£34m}

- full year performance of the Service Company combined
with tight cost control during FY 02 {(£34m)

- opther items (£1mb

Profit margins released for FY 02 fell from £83m in FY 01 to
£55r due to three years of weak equity markets. As a result of
this profonged decline, this has altered our view of future
growth and of the appropriate underlying sustainable bonus
rates 1o be refeased by the 90:10 funds. This change reflects:

- adecrease in investment assets in line with market falls

- reduced relative exposure to growth assets during the
year - ie Pearls growth asset exposure moved from a ratio
of 71% {(FY 51} down to less than 50% by year end 2002,

Strong growth in profit margins from other operations {up to
£31m from «£4m in FY 01) was hampered by the 2H 02 falls in
Pearl new business volumes through the UK service company.
Trading conditions were difficult for non-life companies such as
Ample and Towry Law who made trading losses of £6m and
£5m respectively.

Experience profits from tax seftlements were overshadowed
by the announced additional provisions related 1o pensions
miss-seling and other Habilities to policyholders.

Capitalised fosses of £10m in 2H 02 reflected the impact of
equity market falls and reduced equity-backing ratios have led
1o the capitalised losses on specific product categories.

Underbying iewvestment income was reduced by £9m for FY 02
due to a write-down in the carrying value of reversionary
interests in property which was deerned to be BU-accountable.
There has been no growth in investment income due to the
switching from equities to gilts during the year and reduced
rates of normalised return compared to 2001,

One-off transformation costs of £87m connected to strategic
actions announced in December and were predominantly
redundancy and associated severance payments.

Returns on invested capital dropped

-

RolC fell to 6.5% {10.2% FY 01} due to both reduced
profitability and increases in the capital allocated to UKFS to
suppart regutatory solvency.

A comprehensive derivative strategy has been implemented 1o
reduce the sensitivity of UK Life Services compared to further
falls in the FTSE. Refer to page 11.

New business declines

Mew business fell by 21%, reflecting fragile investor confidence,
adverse press coverage on UK finandial strength, Peart Long Term
Fund regulatory solvency position and AMP specific issues.

+ |ndependent Financial Adviser {IFA) sales fell by 14% for
FY 02; impacted by the negative publicity surrounding Pearl's
regulatory solvency position but somewhat mitigated by our
reiationships and retention of the influential AKG 4 star rating
for non with-profit business.

* Since launch in May 02 the Corporate Pensions business
continued to grow - up 20% iy 30 G2 market share data.

* Direct Sales Force new business fell 36% as a result of market
conditinns, reduction in advisers of 26% during 2002 and
productivity deterioration in 2H 02. New management focus
on shareholder value resulted in the decision in 2002 to dlose
the existing Direct Sales Force model, which was not delivering
the required returns. This decision and ather cost management
activity are expected to result in a reduction of roles of up to
1,900 (subject ta unian consultation).

Persistency fell slightly

UKFS product persistency was only marginally down at B8% for
FY 02 {89% for FY 01} We are currently evaluating our retention
strategy in light of the decision to close the Pear] Direct Sales
Force and activity will focus on high value customers and business.

Restructuring of UKES

Buring 40 02, AMP announced significant restructuring for UKFS
involving new management and separation of the business into
the mature operations and a select niche new business:

UK Life Services consists of the mature books {of Pearl, Londan
Life and NFLL) and forms the bulk of the UK capital investiment.
AMP's focus here is on value preservation through reduced
costs, tightly controlled run-off and active management of the
balance sheet and risks

+ UK Conternporary is a niche operation focusing on selected
markets within Corporate Pensions, IFA wholesale and
Towry Lawi.

The transition program {0 separate the businesses is progressing
well in terms of reductions in budgets and ermployees. The
ongaing adverse market conditions and FTSE movernents into
2003 are highlighting the need for continued concentration on
core activities and greater efficiencies,
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£m FY 62 2H a2 tH 82 £Y 81 % FY % H/H

Components of profit and loss

profit margins released 55 19 36 83 =337 -47.2
Profit margins - other operations 31 & 25 {4) B875.0 -76.0
Total profit margins 86 25 61 79 8.9 540
Experience profits {8} (3 {5} 23 -134.8 430
Capitalised (losses)fioss reversals {2} {10} g te 125 -2250
Total operating margins 76 12 64 118 -35.6 -81.3
Underlying nvestment ncome 76 35 41 85 -10.6 -14.6
Underlying operating profit after income tax 152 47 105 203 =251 552
Transformation costs {87) (83 {4} - n/a n/a
Net profit after income tax 65 (36) 11 203 -68.0 -1356
Ratios
Cost to income 64% 7% 59% B4%"
Retention/persistency 88% 87% B88% 89%
RolC 6.5% 3.9% 9.3% 10.2%
RoBUE 85% 5.1% 12.2% 13.2%
New business by distribution channel - retail
Direct Sales Force 901t 331 570 1,412 -36.2 419
tndependent Finandal Advisers 1,348 584 764 1.567 -14.0 -23.6
Direct 224 149 75 165 358 98.7
Total new business by distribution channel - retail 2473 1,064 1,409 3,144 -21.3 “24.5
New business by product type - retail
Superannuation/pensions 1,185 540 655 1,555 -23.2 -17.6
Collectve investment vehicles 649 257 392 885 -26.7 -34.4
Life 629 267 362 704 =107 “26.2
Total new business by product type - retail 2473 1,064 1,409 3,144 -21.3 “24.5

ORY 01 restated 1o indude Towry Law on 2 ful year pro-forma basis.

Movement in underlying profit EY 01 to FY 02 Movement in underlying profit 2H 01 to 2H 02
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Performance measures

+ Underlying profit after income tax of A3205m represents a
robust operating performance (FY 01: A$217rm) given the
impact of the projfonged equity market downtursn,

+ Revenues protected by diversification across geographies and
asset classes, Operating costs reduced, without cutting
devefopment experiditure.

* Capital invested in Henderson reduced by A$351m in 2H 02
through improved management of working capital (A$194m}.

¢ RolC slightly down to 10.7% for FY 02 and RoBUE reduced
marginally to 42 8%.

« Cost to incorme ratio up 10 68%.
Underlying profit

+ Henderson's A$12m (&%) decline in profit versus FY 01
camprises the folfowing post incame tax moverments:

- A%44m adverse management fee impact from falling
equity markets

- A$3m favourable fee impact derived from sales volumes
- A$12rn adverse fee impact from reduced margin

- A%dm increase in other income (performance, transaction
and inwvestment incame}

- A$29m reduction in expenditure through retrenchment and
efficiency initiatives

- A18m taxation benefits through the use of tax losses
resulting in a 27 % effective tax rate (FY 01: 30%).

Fee income

s Owverall fee incorme was down A%$75m (8%) on FY 01 to
A$B889rn, comprising:

- management fees down A$75m (3%} on FY 01 to
A$TT7im, protected by geographical, asset class and
product diversification. The movement is explained as:

- A%63m fall through market and FX rnovements in FY 01

and FY 02 {46% of total AUM invested in equity markets

in By 023
- A%15m increase as a result of external cash inflows

< A%10m reduction as a result of internal fund cash
outflows

- A%17m fall through lower margins, 86% of which is to
aftow higher performance fee potential,

Management expenses

* Mariagement expenses were reduced by A4 im (6%) to
A$627m as a result of management actions during 2001 and
rigorous cost control measures throughout 2002. Further cost
reduction actions takern at the end of 2002, including
retrenchments, will further protect future year profits.

AUM

« AUM fell by 2336 8b (13%) to A$255.6b at 31 December
2002, against an MSCH World Index falt of 20%.

* The major part of the decrease (64%) arises from adverse
market movermnents (A$23.7b).

* External fund sales of A$21.2b were offset by A321.5h of
redemptions to record a srnall net fund outflow of A%0.3b for
the year. In addition, a short termn cash mandate of A$3.9b was
withdrawn during Q1 02. This has negligible revenue impact.

+ Internal fund outflows were A36.9b during the year.

s The sale of UK Private Client business also resulted in the
transfer out of A$2.2b.

Investment processes

+ During 2002, we selectively built capability, with recruitment of
additional investment and sales professianals in North America
{the US Credit and Retail teams} and ROW (Smaller Cormpanies,
Property, and Private Capitaly.

+ Products launched or developed include:
ROW

- rnarket neutrat ARF A$0.4b raised in 2002; Retait
Warehouse Fund, A%0.9b raised in 2002 (A$0.3b excluding
gearing}. Collaterised Synthetic Chligation Fund, A31.8b
raised in lanuary 2003, Further funds were established
including a fixed interest ARF AAM cash fund and the
California Workforce Housing fund

Msia Pacific

- first super fund take up of ocur Australian Socially
Responsible Investrment Overlay; First protected fund in
Singapore - the Henderson Asia Borus Payout Fund, A30.1h
raised 2002; First of two Australian fixed interest funds in
Japan in December 2002, raising over A%0.30. The second

fund currently has commitrments in excess of A$0.1h; Future
Birections Fund in Australia.

Investment performance

* 50% of Property Assets and 43% (%% Asia Pacific; 37% ROW)
of Listed Assets outperformed their benchimarks during 2002

+ \Won 24 investment performance awards in FY 02 including
& 1st place Standard & Poor's Funds awards in UK and Europe.
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FY 02 H a2 tH 02 FY 01 % FY % HIH
Components of profit and loss (ASm)
Feg income 889 435 454 964 -7.8 -4.7
tManagement expenses (627} {319) (308 {668) 6.1 3.6
Underlying investment income 19 A g 13 46.2 37.5
tncome tax (76} {300 (46} 92} <174 <348
Underlying operating profit after income tax 205 97 108 217 -5.5 -10.2
Transformation costs (22} (22} &) n/a n/a
Asset sales 28 28 0 n/a n/a
Net profit after income tax 211t 103 108 219 -3.7 4.6
Ratios
Cost to income 69% 72% &67% H8%
Retension/persistency 86% B84% 96% 88%
RolC 10.7% 10.1% F1.0% 11.1%
RoBUE 42.8% 36.6% 37.5% 43.9%
Assets under management (ASh)
Australia 72.2 749 788 -g.4
Europe and UK 177.9 16842 2062 -13.7
Morth America 5.5 6.7 7.4 <257
Total assets under management 255.6 265.8 2924 -12.6
Assets under management by line of business {ASb)}
Retail 32.3 384 A4 7 <277
fnstitusonal 70.5 738 820 <140
tnternal funds 119.3 120.2 131.6 -3.3
Property 29.1 287 253 2.8
Private capital 4.4 4.7 5.8 =241
Total assets under management 255.6 265.8 2924 -12.6
Movement in underlying profit FY 01 to ¥Y 02 FY 02 change in AUM
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ASm FY 02 2H 02 1H a2 FY 01 % FY % HiH
Australasia

MNet interest income 130 63 67 135 -3.7 -6.0
Neon interest income A2 23 19 26 615 211
Total income 172 86 86 161 6.8 0.0
Management expenses {154) {80 (74) (151} 20 g2.1
Business development projects (£:4] {4} {4) {6} 333 0.0
Income tax {ay 0 (4) 1 BO0.0 S100.0
Underlying operating profit after income tax 6 Z 4 5 200 ~50.0
United Kingdom

Total income 8 4 4 4 1000 0.0
Total expenses {26} {12} {14 (29} -14.3 <143
Income fax 5 Z 3 7 -2B8 -33.3
Underlying operating loss after income tax {13) {65} {7 (18} 278 -14.3
Consolidated

tUnderlying operating profit after income tax N {4} (3 {13} 462 333
Asset sales net of provision for implementing strategic review 2 2 - - n/a nfa
Net loss after income tax {3} {h (3 {13} <615 -33.3
Cost to income ratio 99% 103% 93% 105%

Growth and improvement in key financial and
business performance measures

-

Australasian banking delivered a 20% growth in underlying
operating profit after income tax from A$5m in FY 01 to A%6m
in FY 02, UK banking {which commenced operations in mid
2000) reduced underlying operating losses by 28% from
A%18m to A%13m. Consolidated underlying operating profit
after income tax across the Banking operation improved from

a foss of A%13m in FY 01 10 a foss of A37m in FY 02

Global income increased 9% on FY 01, Higher funding costs
impacted 2H 02 revenues, with Banking absorbing the increase
rather than passing on the higher cost to customers.
Custorners also benefited from the rnaintenance of leading
rates on savings and investrment accounts. The Bank's
securitisation program reduced the need for new capital to
support business growth and accounts for the change in
revenue sources between net interest incorme and naon interest
income. Nar interest incorne includes A$20m (FY 01 A$8m) in
residual income and fees relating 1o securitised assets.

Focus an cost control enabled AMP Banking to support
higher new business volumes (up 28% ) without increasing
the cost base.

Mortgage sales of A%3.7b are 28% higher than FY G1.
Property Finance safes exceeded A$1 .0l in 2002

Mortgage loan portfolios grew 20% to A$9.0b during the year,

Deposit portfolio balances increased 23% during the year, with
total retail deposits exceeding A$2 36,

« Capital management remains a core focus area, supported by
the asset securitisation programs. A$4.Gb of assets are funded
via securitisation vehicles of which A%$2 4b is off-balance sheet.

* The Bank continued to receive external recognition and awards
for product innovation, value and service,

New strategy and business model announced.

* Key decisions taken following the recent strategic review
included:

- selling of the credit card portfolios {refer sumimary of ASX
announcernenis on page 35, 23 December)

- changing the business made! frorm product manufacturer
to distributor for retail foan and deposit products in New
Zealand and the UK

- exiting from the ranufacture of "property finance”
{commercial lending) business ines

- reviewing the Bank's servicing model to significantly reduce
cosis to world dlass fevels.

* While the Bank plans 1o exit the manufacture of the above
business lines and to focus on Australian mortgage foans and
savingsfinvestrment accounts, customers will continue to be
offered a cornprehensive product set via distribution
agreements and 3rd party sourced products.

* |mplernentation of the new strategy has commenced with the
sale of the card business {for approximately A$238m)
completed in 2002 and plans are well advanced to deliver on
the other divestrnent programs during 2003,
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Outside our core operations, AMP has a portfolio of businesses in diverse areas. A number of strategic changes were made to these

businesses in 2002,

Discontinuing business

ASm £y o2 7K 02 1H 62 FY 81 % EY
(ross written premium 51 A7 4 123 58.5
Reinsurance premium (28) (16} {12) (43} -34.9
Change in unearned premium reserve 18 3 15 1M 63.6
Net earned premium 41 34 7 81 549

Claims expense {288} (258} {30) {416) -30.8

Reinsurance recoveries 268 154 114 122 119.7
Met claims {200 (104} B4 (294) 932
Net expenses (45) (313 {14) (79 430
investraent income on technical reserves 51 111 (60) 373 -86.3
Adiusted underwriting profit 27 10 17 81 -70.3
income tax 8 7 1 18 555
Total operating margins 35 17 18 108 -67.9
investment income on shareholder capital 28 33 {7 36 -27.8
Operating profit after income tax &1 50 i 145 575

These results are for Biscontinuing business only (refer page 39
for definition). The difference between this operating margin and
that on page 5 is the 1H 02 operating result of Cogent (A%3m in
tH 02, General inswrance (8317m) and Cogent {A$22m} in FY G1)
which has been classified as "Discontinued”.

Discontinuing business includes the reinsurance and direct
insurance run-off portiolios of AMP managed by Cobalt RunOff
Services Ltd.

The operating rnargin for 2H 02 has arisen due to focused claims
managerment and favourable claims experience which has allowed
further reductions in claim habilities.

AMP Japan

AMP Japan is being closed down in line with the company’s forus
on core business. Associated costs have been absorbed as part of
the write-down.

Current year and prior year operating losses have been written off
as part of the A$1,227rm valuation adjustrnent. Refer to page 33
for more information.

Virgin Money

ANMPS 50:50 joint venture with the Virgin Group, Virgin Money,
increased operating revenues by 105% and decreased costs by
22% on 2001 The improved performance was driven by the
successtul launch of the Virgin-branded credit card which sold in
excess of 161,000 cards in the UK. AMP is working with Virgin to
reposition the business to realise greater sharehalder value.

The aperating results for Virgin Money are not included in the
Group's averall result, but movernent in the valuation of AMPS
investrnent is reflected in investment income.

AMP Sanmar (india}

Since its launch in January 20602, AMP Sanmar (Indial has
continued to grow its distribution force and has made good
progress in faunching products and establishing a brand presence.
Further product offerings and increases in planner numbers are
expected to drive growth. AMP Sanmar has recently rnoved under
the Australian Financial Services business unit,
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Corporate Office

ASm FY 02 2H 02 1H 62 FY 81 % Y % HiH
Corporate Office costs

Corporate Gffice costs not recovered from business units {70} {32} (38 (907 -27.2 -15.8
Integration costs {9} {3 (&) (12} <250 <50.0
Total Corporate Office costs {79} {35} {44) (102} <275 <20.5
tUnderlying investment income! {36} {18} {18) (27} 333 0.0
Investment income market adjustment {388} (1743 (214) (532} <271 <187
Interest expense on corporate debt {230} (133} 97) (242} 50 371
Reset Preferred Securities distribution {13} {13} - n/a n/a
Goodwill amortisation {54} {27} 27 (55} 1.8 0.0
Transformation costs {12} {12} n/a n/a
Asset sales 204 204 - 76 n/a nfa
Valuation adjustrents {1,227} (1,227} - n/a n/a
Total Corporate Office {1,835} {1,435} {400} (BB} 8.1 588

1. Underlying investment income is net of AMP UK pic preference shares dividend elimination.

-

Carporate Office costs not recovered from the Bus were down
22% on FY 01 due to stringent cost control policies on
operating and project costs resulting in lower costs in Australia
and the UK.

Casts not recovered frorm BUs include development expenditure
reiating to former AMP International initiatives in respect of
AMP Japan, AMP India, AMP Europe and AMP New Ventures
{ZH 02 Afttm, tH 02 A%tim, FY 01 A$26m). These initiatives
have naw been significantly wound back as part of AMPs
refocus to core operations.

The remnaining group integration costs, which mainly
incorporate costs associated with integrating AMP Finance
fformerly GIO Finance) into AMP Banking and the integration
of Cogent’s and Henderson's software systerns, were down
25% for FY 02.

Interest expense on corporate debt has reduced from
A$Z42en to AF$230m as a result of lower amounts of debt
during FY 02 as compared to FY 01, and a lower weighted
average cost of debt.

Carporate Office transformation costs predominately relate to
redundancy costs associated with the recent review and
realignment of Corporate Office.

More information on investment inceme can be found on
page 13, while page 33 contains more inforrmation on the
valuation adjustments.

Asset sales include the sate of Cogent in 2H 02 (more
inforenation on page 33) and AMPS 25% stake in Virgin One
(AS76m) i FY 01,



Summary of significant items

Additional financial information 3 3
ARP Investor Report Fulf Year 2002

Transformation costs

On 14 Novernber and 4 Decernber, AMP announced the results
of a strategic review of its core businesses {refer to the surmmary
of ASX announcements on page 35). Transformation costs
represents the costs of implernenting these strateqic initiatives
across the business.

Costs include:

- staff redundancy payments

- professioniat fees {consultants, legal, etch

- provision for onerous contracts, inchuding lease breakage costs

- write-offs of certain capitalised expenditure and other
product-closure reiated costs.

Costs after tax Asm
Australian Financial Services &9
UK Financial Services 7241
Henderson Global bwestors 22
Corporate Office’ 12
Total transformation costs 344

tInciudes costs associated with former AMP International business.

Asset sales

During FY 92, ANMP completed the sale of three nor-core
businesses.

UK Private Asset Management {Henderson)

Refer to ASX annguncement dated 9 May (page 34) on the sale
1o Newton Investrment Managerment Ltd, the primary UK asset
management subsidiary of Mellon Financial Corporation. A further
amount is potentially receivable in 2H 03, contingent upon the
assets under managernent retained within Melion Newton at

31 August 2603,

Cogent

Refer to ASX announcement dated 16 May (page 343 on the
sale 1o BNP Faribas. A further amount is potentially receivable
in 2H 03, contingent mainly on the assets under administration
retained within BMNP Paribas.

AMP Banking credit card business

Refer to ASX announcement dated 23 Decernber {page 35) on
the sale 1o American Express. A provision for the cost of
implernenting the restructure of AMP Banking has been offset
anainst the profit on the sale of the credit card business, as both
of these initiatives were as a result of the Group's strategic review
completed in Novernber,

Amounts are after tax A%Sm
UK Private Asset Management (Henderson) 28
Cogent 204
AP Banking credit card business® 2
Total profit on sale of businesses 234

t Inciudes provision for implerenting strategic review.

Valuation of subsidiaries

In fight of the challenging investment market conditions during
2H 02, and changes in AMP’s business strateqy, a comprehensive
review of the valuation of key subsidiaries was done, and
reviewed by management.

The review resulted in the A%1,028m write-down of EMVONA /S
goodwill where the valuations were not supportive of book value.
The balance relates to a write-down of net assets. For further
inforrmation, refer to the ASX release an 18 Novernber {page 35),

Amounts are after tax ASm
NP 264
Towwry Law 181
Ammple / interactive investor &4
Other UKFS 14
Total UKFS 523
Henderson - NFi 244
Wirgin Money 100
AMP Banking (AMP Finance) 120
Asia 132
Gordian 108

Total balance sheet write-downs 1,227
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AMP Limited - major ASX announcement index

Announcement date Subject Announcement no.
January 03 Profit Statement 3 fan 02 - Investment income could be slightly negative 02102
11 AMP completes sales of General Insurance JVs to Suncorp Metway 06/02
February 08 AMP explores options for Cogent operations 12502
27 AMP 2001 Annual Resuits:
ASX Statement
Prafiminary final report (Appendix 48)
ASIC fult financial report for year ended 31 December 2001
Quarterly cashflow 40071 report
Fourth quartar cashilow by product type
Investor Report 17/02
Concise Financial Report 18/02
Media & analyst presentations on FY 01 resuits 19/02 & 21/02
28 AMP competing on an international stage 22102
March 07 Senior Executive changes (Craig Dunn - appointed 1o Office of CEQ, Craig Melier
becomas CED of AMP Bank, Gary Traill retires) 252
28 AMP Annual Reports for 2001 and Notice of AGM:
Part 1 - Condise Annual Report for 2001
Part 2 - Fuli Annual Report for 2001
Part 3 - Motice of Annual General Meeting and Explanatory Notes 35/02
April 30 AMP review of Cogent operations 462
May 07 AMP 15t Quarter 2002 Cashiflows 50/02
09 Henderson Global investors Private Asset Management Business Information Release
{Sale of business to Newton investment Management Ltd) 52/02
16 Part 1 - ASX Statement - AMP outlook for 2002 56/02
Part 2 - Appendix 3C
Part 1 - Chairman’s address 1o AGM 57/02
Part 2 - CEO'S address to AGM
Part 3 - AGM presentation
Results of the AMP Limited AGM 58/02
17 AMP announces the sale of Cogent 55/02
June 12 AMP acquires ftalian wealth management business (CAMI) from
Cormmerzbank AG - parts 1 & 2 7002
AMP acquires PricewaterhouseCoopers Financial Planning 71702
18 AMP announces next phase of UKFS transformation, includes £100m cost savings 77102
2t Part 1 - AMP business strategy briefing
Part 2 - Seminar presentations:
- Capital management
- Costs
- UKFS
- AMPFS
- Executing Strategy
- Henderson overview 80/02
27 Information release: AMP responds to BRW article 83/02 & 84/02
July 02 AMP investment income for six maonths to 30 June 2002 8802
0 AMP reconfirms profit seasitivities 92/02
10 AMP reaction 10 Sandler Review 9502
29 AMP update on capital management initiatives in UK and market outlook
{Close Pearl/LL with-profits bond and annuity, reduce equity exposure and
reviews bonus rates) 95/02
34 AMP comment on ratings 100/02
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AMP Limited - major ASX announcement index

Announcement date Subject Announcement no.
August 22 AMP 2002 interim Resulis:
- ASX Statement
Appendix 48

Haif Year Directors’ Report and Financial Report
trvestor Report

Analysts results presentation 105/02 & 106/02
24 UK Financial Services update - strategy briefing Sydnay 109102
27 Peter Wilicox appointed to AMP Board 110402
September a3 AMP announces completion of Cogent sale 113402
a4 AMP senior management restructure (Andrew Moh! bacomes COO, Craig Dunn MD
of AFS, Marc de Cure 1o step dowry 114/02
10 AMP comments on ratings 116/02
17 Part 1 - AMP announces details of hybrid oifer
Part 2 - AMP Reset Preferred Securities Prospecius 118/02
19 AMP comments on AMP Peart MRC and actions taken 12002
20 Pearl's capital position (outlook for MRC and 100 point movement guide) 123/02
24 Sertor managerment changes in AMP {Paul Batchelor steps down and Stan Wallis
to rernain as Chairman for aporoximately & maonths) 124/02
25 AMP comments on MRC levels as FTSE falls to 3646 125/2
24 Update on capital management initiatives induding the underwriting of the
dividend reinvestrent plan and update on the A%1h capital aliocation to UKFS 127/02
30 AMP Board appoints Andrew Mohl as CEG 130/02
October a2 AMP announces reform agenda 134/02
a3 Comment on AMP UK Finandal Services 13602
a4 Changes o AMP executive remuneration 137402
14 AMP announces organisational changes - separation of UKFS businesses and senior
management changes 144/02
23 AMP announces RPS offer successtiul 149102
November a5 AMP response 1o ratings reviews 15512
11 AMP announces acquisition of CAMI will not proceed 156/02
14 Part 1 - Update on 5 point reform agenda
Part 2 - Presentation {results of AFS, Banking and Corporate Office reviews 157/02
18 Update on review program - write-down of A%$71.2b in UKFS and former
AMP International businesses 159102
Dacember a4 AMP announces ouicome of raview. This includes:

Changes to UKFS distribution channels
Revised Cost savings for UKFS
Realising value in AMP Japan, Virgin Money, Cobalt and assodiated run-off businesses

Refocusing of Henderson priorities 160/02 & 161/02
Details of CEQ's rsemunaration 162/02
Roger Yates appointed to AMP Board 163/02
10 AMP nominates Peter Willcox as new Chairman 166/02
23 AMP Banking sells credit card porticlic to AMEX, 167102

This summary excludes adeninistrative type announcements, e changes in directors' interasts, ssbstantial holdings, sto
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Accounting treatment and definitions

Capital treatment: regulatory, ratings and risk

Continuum Regulatery Ratings Risk

of capital {as described by APRA regulations) {Standard & Poor's)

Equity Counted as capital Counted as capital® Counted as capital
Hylyrid Up to 25% equity Up to 15% of modified TAC pius allowable hybrid®  Counted as capital®
tpper Tier 2 Up to 100% Tier 1 Considered under hybrid n/a

Lower Tier 2 {Lower Tier 2 can not exceed b0% Tier 1) | Considered under hybrid n/a

Senior debt Mot counted as capital Mot counted as capital Mot counted as capital

1 ncludes minority interest.

2. TAC =Total adjusted capital as defined by Standard & Poor's rating agency.

3. To the extent that it has deferrable coupons.

Admissiblefinadmissible assets - Regulators take a prudent
approach to asset values in determining capital adequacy. As a
result, part or all of the value of certain assets in regulated entities
are deerned by the regulator to be inadmissible, and have fittle or
no effect for regulatory capital purposes.

Controllable expenses - Include management and project
expenses and exclude variable distribution expenses, investment
ranagement fees and interest on corporate debi. AMP Banking
controliable costs exclude provision for bad and doubtful debts
as well as variable acquisition costs.

Cost to income ratio - Calculated as controllable expenses
divided by gross margin. Gross margin = NPBT + controllakle
costs. For AFS and UKES, profit before tax equals NPAT grossed
up for an assurned 30% tax rate.

External corporate debt - Total group borrowings (which
includes subordinated debt) less policyholder obligations and
operational debt {mainly relating to AMP Banking).

Free Asset Ratio (FAR) - A common measure of financial
strength for the long term funds of UK life companies in
arcordance with the UK statutory requirements {not MoS).
There are a number of ways of calculating FAR. On the more
corservative of the liability methods, it is calculated as the
value of admissible assets and any implicit iterns less the value
of liabilities and the required minienum margin, all divided by
Habilities.

Gearing ratios:

- Debt/{Debt + Equity) = (total corporate debt, including
horrowings from Pearl 90:10 fund, minus hybrid Tier 2)
divided by (total corporate debt, including borrowings from
Fearl 90:10 fund, plus hybrid equity, plus total equity
attributable to ordinary shareholders).

- DebtEquity = (total corporate debt, including borrowings
fram Peari 90:10 fund) divided by (total equity attributable
to ordinary shareholders).

Group RoE - AP Groug return on equity is calculated as profit
after income tax and before other items, divided by the average
shareholder equity aver the period. For FY 02, closing equity
excludes the impact of the asset write-downs (ie closing eqguity
used for Rok calculation is A$1,227n higher than published on
page 10}

Group RoE {underlying) - AMP Group return on equity
{underlying) is calculated as Group underlying contribution divided
by the average shareholder equity over the period. For FY 02,
closing equity excludes the irmpact of the asset write-downs (ie
closing equity used for Rot calculation is A%$1,227m higher than
published on page 105

Group RolC - AMP Group return on invested capital is
calculated as profit after income tax and before other itemns,
RPS distribution and interest expense on corporate debyt divided
by the average shareholder capital resources over the period.
For FY G2, closing capital excludes the impact of the asset
write-downs {ie closing capital used for RolC caleulation is
A%1,227r higher than published on page 10}

Group RolC {underlying) - AMP Group return on invested
capital underlying is calculated as Group underlying contribution
before RPS distribution and interest expense on corporate debt,
divided by the Group's average total shareholder capital resources
aver the period. For FY 02, dosing capital excludes the impact of
the asset write-downs {ie closing capital used for RolC calculation
is A%1,227m higher than published on page 10).

Intangibles - Represents excess of rmarket value aver net assets
{EMVONAY in AMPS books in respect of the Henderson, GIC,
PricewaterhouseCoopers Financial Planning {Arrive Financial
Flanning), Towry Law, Interactive Investor and AMP NPIL
acquisitions and arnortised goodwill from the acquisition of AMP
Pearl, AMP NPIL, GIO and Schroders Property Funds Management.
The rmovemerit between periods reflects exchange rate
fluctuations and updated valuations of AMPs subssidiaries.

Interest cover - Calculated as profit before incorne tax, other
ftemns, interest expense on corporate debt, RPS distribution and
depreciation divided by interest expense on corporate debt
before tax.
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Accounting treatment and definitions

Minimum regulatory requirement - Minimum regulatory
reguirements are defined as the shareholder net assets being used
to meet the minirmurn capital requirerments of all regulatory bodies
which impact the business unit (eg APRA, ASIC, FSA, IMRG). This
is after taking account of any other resources eg policyholder
retained profits, unattributed equity and implicit iterns.

The rminirnum requlatory requirements are translated from the
lecal regqulatory reporting framework as shareholder net assets are
on an AGAAP basis. The table on page 11 shows how shareholder
net assets are used in meeting minimurn regulatory requirernents,

NBI - New business index is calculated as 10 x regular Bife
insurance prerriums plus single premiums and unit contributions.

In respect of LIFS, new business includes products of AlE
Pearl, AMP London Life and AMP NP New (AMP NP from
t lanuary 26605

Persistency ratio - Calculated as opening AUM less autflows
during the period divided by opening AUM.

RoBUE - Return on BU equity is calculated as BU underlying
operating profit after income tax {including underlying investment
incorne) divided by the BU's average net assets over the period.
No allowance is made for the benefit of gearing, which oceurs at
Group level.

RolC - Return on invested capital is calculated as BU underlying
operating profit after income tax {including underlying investment
incorne) divided by the BU's average invested capital over the
period {ie net assets plus intangibles). For FY 02, closing capital
excludes the immpact of asset write-downs.

Tangible et assets - As normally understood in an accounting
sense but excluding intangibles, ie total shareholder assets
invested in AMP's business units less intangibles. At a BU level
these are shown gross of any holding in another BU. inter BY
holdings are fully described under “Eliminations™ on page 39.

Treatment of AMP NP1 - AMP NP is split between AP NP
Limited (NPIL) new business since 1 January 2000 and National
Provident Life Limited (NPLL) pre-existing business prior to

t fanuary 2000, In respect of NPLL, the business is managed by
AMP, however, sharehoiders have no entitlement to profits
emerging within its fife fund,

Unattributed life funds - For those UK life insurance funds
which include with-profit business, only 10% of the assets in
excess of the policy and other liabilities calculated under MoS can,
in the context of the UK regulatory environment, be definitively
attributed to shareholders. The remaining 30% of the excess
assets is deemned to be equity which is not specifically attributable
to shareholders’ or policyholders’ interests, and is referred to as
“urattributed life funds®.

Underiying contribution - Calculated as Total Operating
Margins {(which includes BU operating margins, discontinued
business operating margins and Corporate Office costs not
allocated to the BUS) less interest an Corporate Debt and RPS
distribution plus underlying investment income.

Underlying interest cover - Calculated as profit before
incorne tax, investment income market adjustment, other iterns,
interest expense on corporate debt, hybrid distribution and
depreciation, divided by interest expense on corporate debt
before {ax.

Underiying investment income - The investrnent income on
shareholder capital attributed to the BUs has been normalised in
order to bring greater clarity to the results and to eliminate the
distorting #rpact of short term rnarket volatility on the Group's
underlying performance. in FY 02, Corporate capital was also
notmalised and prior years restated. The excess (or shortfal
between the underlying return and the actual investment income
is disclosed separately. Underlying returns are set at risk
premiurns/discounts over the lorig term average governrment bond
rates for Australia and the UK. These premiums/discounts are
consistent with the MoS best estimate assumptions. The fong
termn average bond rates are set for a three year period but is
reviewed annually. The investrnent income of Discontinued
Business is included in the BU normalised investment income, but
is ot normalised {doing so would not have 3 material irmpact) as
this business is in run-off.



3 8 Glossary of terms
ARP Irwestor Report Full Year 2002

MoS accounting

What is MoS accounting?

Margin on Services (MaoS) is the finandial reporting methodology
used to report on the fife insurance business of Australian
comganies. The use of MaS is prescribed by Australian
Accounting Standard AASE 1038 and Actuarial Standard 1.63,
a standard issued under the Australian Life Insurance Act 1995,
ft applies to all Australian life companies and to Australian
companies with life insurance subsidiaries.

b0S ensures that profit ermerges on a realistic basis. It also
provides for the expected future profit emergence 1o be
identified. The governing standards allow sufficient flexibility to
achieve true and fair reporting of the financial performance of
the company with a reasonable degree of comparability.

Befinition

Under MoS, the profits that are expected to be earned on life
insurance business ermerge over the life of the business as
services are provided and income received, hence, the name
Yhaargin on Services”.

Betailed description of MoS

The expecied profits under MoS are related to a profit carrier
which best reflects the provision of services under the policy
type concerned and ernerge as a proportion of that chosen
profit carrier.

MoS policy Habilities are calculated using best estirnate
assurnptions about future conditions. In general "best estimate”
rneans that the assumptions are made having regard to available
statistics or experience data relevant to the business, and are
neither deliberately overstated nor deliberately understated. In
the case of the maintenance expenses the assurnption must be
sufficient to cover the budgeted expenses in the following year

i actual experience differs from that expected, the financial
effects of these differences are recognised as experience profits
or losses in addition to the expected profits.

Met investment earnings on retained profits and capital within a

fife fund are recognised immediately as profit in the reporting period.

Adl assets are valued at market value, Consistent with this, the
best estimate lability assurnptions include a future investment
eaming rate that reflacts the vield implicit in the value of the
assets backing those liabilities,

The policy liabilities recorded in the accounts have two
COMDPONents:

* the best estimate liabilities {to cover future benefits and
expenses, and allowing for future prerniums)

+ the value of future profit margins (hased on the appropriate
profit carrier).

Mo profit is normally recognised at new business inception.
nstead, profit rargins on new business enhance the existing
value of future profit margins, to be released over the future life
of the business.

The best estimate assurnptions are reviewed and revised as
necessary at each reporting date. Changes in best estirnate
assumptions generally do not result in changes in the policy
fiabilities and so do not immediately affect reported profit. Rather,
the effect of changes in assurnptions is absorbed in the value of
future profit margins, to ermerge in the future.

The exception is market related changes in the investrent earming
assumption for non-participating business. in this case, the palicy
Habilities are attered and, 1o the extent that such change is not
ratched by a sirnilar movement in the value of assets, a profit or
foss ernerges.

i future losses are expected {ie if profit margins fall negative),
they must be recognised immediately. if a favourable change in
assurnptions subsequently accurs, o if profitable new business is
written, previously recognised losses rnay be reversed before new
profit marging are established.

For participating {with-profit) business, the profit carrier is the cost
of bonus payments that are supported by the Value of Supperting
Assets (VSAY The VSA is an accumulation of the policy liabilities
from the end of the previous period, augmented by the cost of
bonuses actually declared, and including actual investment
experierice. The policy liabilities at the end of a reporting period
are the VSA reduced by the cost of supportable bonuses and the
associated shareholder profit margins due in the reporting period.
fre this way, the cost of supportable bonuses and profit margins
ernerge in the reporting period.
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39

Definitions of business units, eliminations and exchange rates

Einancial services includes:

AFES Australia, New Zealand

Life funds of AMEP Life Limited, AFS business support
operations, Hillross, Austraian Securities Adrninistration Ltd
{previously AMPPIL) and other AFS subsidiaries, induding AMP
Sarirnar {India) joint venture.

UKES United Kingdom

AMP Pear], AMP NP Limited (AMP NP New or AMP NPIL) and
AMP London Life, UKFS business support operations
{supporting ANP Pear], AMP London Life, AMP NPIL and
Mational Provident Life Lid (AMP NPLLY, Towry Law, Srmple
interactive Investor and AMP Pear! Unit Trusts.

Henderson Global Investors is:

AMPS asset managernent operation, and as such captures a
rnanufacturing margin on the Group’s wealth creation and
pratection businesses {in addition to the external
rnanufacturing margind. Henderson includes the packaging and
distribution of investment products in the UK and the Rest of
World (ROW); but in Australia all packaging and distribution

Portfolio businesses consists of

AMP Japan
ANPS share of Virgin Money
Discontinuing business which inchudes:

Cobalt insurance RunGff Services Lid, reinsurance operations
of Gordian RunOff Ltd {formerly GIO nsurance Ltd) and
corporate general insurance.

Former AMP International assets have been integrated into
other areas of the business {eg AMP Banking) or identified for
value realisation {eg AP Japan, Virgin Money).

Corporate Office includes:

Corporate Office operations of the Group
corporate debt excluding operational debt
Reset Preferred Securities, a hvbrid instrurment issued in 2H 02

borrowings from the Peari 90:10 fund - a debt instrument of
the AP Peari long term fund which was held by various
Group entities. it is analogous to corporate debt, but is raised

operations are included in AFS.
AMP Banking includes:

AMP Bank Limited in the United Kingdor, New Zealand and
Australia and includes the integrated operations of AMP
Finance Limited, AMP GBS Limited and AMP/Ergo Mortgage and
Savings Limited and Ergo Personal Finandial Services Limnited.

internally rather than externally, This source of funding was
repaid during 2H 02,

Eliminations
Value aiso Met Total
A%m included in assets capital
ARP {UK) ple preference shares AFS (453} (453; adrissible assets of AMP Life statutory funds
Henderson Global Investors UKFS (955} (955) admissible assets of Pearl Life funds
Virgin Boney UKFS (256} (2m6) admissible assets of Pearl Life funds
Henderson Global Investors AFS (253} (253; adrissible assets of AMP Life statutory funds
Loan to Corporate Office Biscontinuing business (75} (753 admissible assets of Discontinuing business
inter BU hoidings {1,592} {1,992} reference page 11
Corporate debt (3,788} (3,788 Capital aliocated is before debt
Hybrid equity {1,141} (1.141; Capital aliocated is before hybrid equity
Exchange rates AUBIGBP AUDINZD
2002 FY 02 - closing 0.3498 1.0766
- average 0.3607 1.1744
2H 02 - dosing 0.3488 1.0766
- average 0.3548 1.1424
1H 02 - closing 0.3683 1.1558
- average 0.3676 1.2037
2001 FY 01 - closing 0.3517 1.22593
- average 0.3601 1.2360
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Embedded value assumptions

Assumptions

Assutnptions used for the embedded value (EV) and value of new
businass (VNB) are consistent with the best estimate assumptions
used in calculating Margin on Services {MaS) poiicy labilities at
the year end {except for equity risk premiums in UKFS). These
assurnptions reflect the expenses charged to the fife funds
including fees to business support operations.

For the life funds, mare details of these best estimate assumptions
can be found in the notes to the 2002 AMP Ltd Full Financial
Report, as follows:

« futwre investment earnings [note 220

+ {future maintenance expenses [note 22{e}ivi]
s inflation and indexation {note 22{e}{v)}

s taxation [note 5 and note 22{e){vi}]

+ yoluntary discontinuance [note 22{elvii)]

« mortality and morbidity [note 22{e)ix)]

The description of the assurnptions in the notes applies for the EY
and VNB to business in the life funds, even for business that is not
valued by projection methods under MosS.

As shareholder profits and transfers for participating business are
related to policyholder profits and bonuses, EY methodology
requires projections of future bonuses based on the experience
assurnptions. Note 22(eiii} on future participating benefits
describes the method by which bonuses are projected for BV
purposes in AFS. Other methods are used for each of the LIKFS
businesses consistent with UK regulatory requiremnents and market
practice, as well as reflecting the particular circumstances of those
businesses.

Other assurnptions not described in the notes include:

= (NB only) acquisition expenses. Unit costs are based on actual
acquisition expenses for 2002, Unit costs vary by product line
and class of business based on an apportionment which is
supported by expense analyses.

* (AFS only) franking credits are valued at 70% of face value.

+ Business support operations. The value placed on business
support operations is equivalent to the incremental embedded
value and value of new business that would result if those
caleulations included the value of expected profits arising from
the business support operations, ignoring potential unit cost
improvernents arising after 2003,

Economic assumptions
Some more details of economic assumptions are given befow,

Long term governwnent bond vields used for the BV
caiculations are;

Annualised yields used 31 December 2842 31 Bacember 2001

AFS {19 year bonds} 5.2% £.1%
UKFS (15 year gilts - FY 02 4.5%
10 year gilts - FY 41) 5.1 %

Assumed investment returms gross of tax (% pa) are set at risk
prerniums over jong-termn government bond rates for Australia
and the UK. At 31 December 2002, the risk premiums are (2601
in parentheses, where different).

ARSH UKES

3.5% {4.0%) 2.5% (3.0%:;}
2.9% {3.0%) 2.5% (3.0%:;}

Local equities®
International equities’

Property 2.4% {2.0%) 20%
Corporate bonds 3.5% 0.5%
Fixed interest 0.0% 0.0%
Cash {where significant} ~1.0% -1.0%

1. For UKFS, 3 long term average equity fsk premium is used, consistent
with UK market practice for embedded values. This is currently more
consenvative than the “best sstimate” appreoach used in MoS, whers sk
premiums may be adiusted for the extent 1o which the refevant market is
perceived 1o be under or over valyed relative to bond markets.

2. For AFS an additional alowance of about 19 & made for franking credis
ary equity ncome.

3. Australiz only For Mew Zealand see the notes to AMP Ltd Full Financial
Repaort.
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2002 Financial results

FY 62 linderiying BU __..'.---.-A_sset : BY
+ investment = underlying .. sales = rasult
income resuit
Australian Financial Services 334 22‘& 555 486
UK Financial Services 211 472 181
Henderson Global bwestors 192 205 PAR:
AP Banking {7 (%)
Total BU Operating Margins 730
Discontinuing businesses 38 .
Corporate Office expenses g% (38
Total Operating Margins 689 -
Undetlying investment income 437
interest expense on corporate debt (230
Distribution on reset preferred securities {13}
Underlying contribution 883
investment income market adiustrment (388}
Profit after income tax before other items 495

SSET 52188

Valuation adjustments (1,227}

Goodwill arnortisation {543

Net profit after income tax attributable to shareholders {896)

of AMP Group

‘total shareholder capital resources of AMP Group (A%m} FY G2 Y 81

Eqiuity
Share capital 5,001 4,613
Capital reserve 510 510
Foreign currency translation reserve 361 313
Retained profits 2,661 4,084
Total equity attributable to ordinary shareholders 8,533 9,520
Outside equity interests (Reset Preferred Securities)! 1,141 -
Total equity attrbutable to ordinary sharehelders pius hybrid equity 9,674 5,520
External corporate debt 3,788 3,687
Borrowings from Pearl 0:10 fund - 623
Total shareholder capital resources of AMP Group 13,462 13,830

AT, 14 1m consists of A%, 122m procesds (net of issue costs A$28m) plus A$15m retained profis in

the AMP Reset Preferred Securities Tust.
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Audit review statement

Independent review report of selected information contained in the AMP Limited Investor
Report for the year ended 31 December 2002

To management of AMP Limited
Scope

We have reviewed the financial information set out on pages 40 and 41 of the Investor Report of AMP Lirnited for the year ended

31 Decermnber 2002, The company’s management are respansible for the Investor Report, including pages 45 and 41, We have performed
the review of the financial information set out on pages 40 and 41 of the Investor Report in order 1o state whether, on the basis of the
procedures described, anything has come to our attention that would indicate that the financial information on pages 40 and 41 of the
frvestor Report is not materially consistent with the definitions of operating margins, underlying investment income and sharehoider
capital sesources set out on pages 36 and 37 or that the ermbedded value assurmptions are not reasonable for their intended purpose as
stated on page 40, We disclaim any assumption of responsibility for any reliance on this review report or on pages 4G and

41 of the Investor Report to which it relates to any persan other than management of AMP Limited.

Cur review has been conducted in accordance with Australian Auditing Standards applicable to review engagements. Our review was
tirnited primarily to review of the reconciliation of financial information to the Financial Report of AMP Limited, review of the
determination of the operating margins, underlying investment income and sharehoider capital resources in accordance with the
definitions set aut on pages 36 and 37, review of AMP Limited’s documentation to support the embedded value assumptions, inguiries
of AP Lirnited's personnel and analytical procedures applied to the financial data. These procedures do not provide all the evidence that
would be required in an audit, thus the level of assurance provided is less than giver in an audit. We have not performed an audit and,
accordingly, we do not express an audit opinion.

Statement

Based on our review, which is not an audit, nothing has corne to our attention that causes us to believe that the financial information
set out on page 41 of the Investor Report of AMP Limited for the year ended 371 Decernber 2002 is not materially consistent with the
definitions of operating margins, underlying investrment incorne and sharehoider capital resources as set out on pages 36 and 37.
Further, nothing has corme to owr attention that causes us to believe that the ernbedded value assurnptions are not reasonable for theis
intended purpose as stated on page 40,

Ernst & Yourig
Sydney
26 February 2003



Website

For additional information on the 2062 Full Year Results, visit the
wawwLaMmpgroup.com website:

Background inforrmation on AMPE Business Units, Management & Policies

Full Margin on Services investor Reporting in Acrobat {pdf) and
downloadable Excel spreadsheet format

Explanation of differences between bargin on Services, Achieved Profits
and US GAMP reporting

Statutory Reporting at the AMP Life level (incorporating shareholder,
palicyholder and unattributed interests)

Archived webcast of the investor and analysts presentations

Archived ASX announcernents and historical financial reporting since
hsting in 1998

Befinitions, details of assumptions and calcufations of key ratios







