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Chairman’s Letter to Sharehol

Dear Shareholder,

The 2003 year was a period of major organisational
change and finandial progress for your Company.

At a board level, the year saw the retirerent of the former
Chairman, John Lamble 40 in March. | would like to take
this opportunity o thank John for his inspirationat
leadership during his six years as Chairman. During that
time, he presided over the initial merger of Suncorp,
hetway and QIDC in 19986, then ied the Company
through the acquisition of the GIO insurance husiness in
20011 congratulate him on his success and | would like to
thank my Board colleagues and shareholders for giving me
the opportunity to serve as Chairman of the Cormpany in
his place.

The year also saw the appointment of John Mulcahy as
Mianaging Director and Chief Executive Gfficer, replacing
Steve Jones, who resigned in September last year. lohn
took up the rofe in January, following a distinguished
career in a number of senior roles at the Cormmonwealth
Bank, and before that at Lend Lease. He already has
oroven to be an outstanding appointment and has had a
rmajor impact in recrganising the Company, refining the
group strategy and implementing new disciplines to
deliver stronger finandiat results.

Financial Performance Summary

! am pleased 1o report 2 23.5 percent increase in net profit
to $384 million for the year to June. The improvement in
orofit is very satisfying, and induded a record half year
result of $229 million for the final six months of the year -
up 45.8 percent on the prior corresponding period.

The Board has declared a final dividend of 30 cents per
share, up one cent, taking the full year dividend to

56 cents per share, fully franked, and continuing the
group's recent record of sninterrupted dividend increases.

The finandal resuits are summmatised in the following table:

Year ended
203 2002 Change
$m $m %

Profit Overview

Banking 263
General Irsurance 110
Wealth fanagement™® 58
Other g
Profit before tax and goodwill 469
Goodwill amortisation 60
Tax 98
MNet profit 311

* Eroluges Life and Supar policy owners” inteiasts, and tax.

You can see that the increase in profit was mainly due to 2
strong improvement in general insurance resuits, which
rose by 112 percent to $233 miffion for the year. This
reflects the fact that the benefits of the GIG general
insurance acguisition are now flowing strongly through to
the group's profit results.

The acquisition has proven to be a great success, making
Suncorp the second largest insurance company in
Australia, strengthening our business base and delivering
significant returns for shareholders,

Banking profit increased by 8.5 percent to $318 million
during the year and showed 2 strong improvement in
earnings in the second half due to a sharper forus on cost
controls and increased non-interest income.

Weaith Management profits were down on the previous
year due to difficult conditions within the investment
industry, and because the prior year included some

one-off gains. However, the division continues to make a
meaningful contribution to group profits, reporting a pre-
tax result of $41 million for the vear, and showing 2

§ percent improvernent in second half results to $24 million.

The board is satisfied with the financial progress of the
Campany, with the earnings per share, on a cash basis
before goodwill, increasing by a healthy 19 percent fo
B2 cents in the year.

Strategic Review

When John Mulcahy ioined the group in January, one of
his key tasks assigned by the Board was o develop and
impiement a group strategy for the next five years,
Following the compietion of the GIO integration, the
Company needed a new strategic plan to continue fo
grow the business and drive improved profitability.

The review involved a fundamental reassessment of the
Company's businesses and the opportenities available in
the rapidly evolving but fiercely competitive financial

services sector,

The results of the review were announced in fune, and
were well received by the investment community, which
had been eager to see some clarification of the Company’s
agenda for the future.

In essence, the Company intends to retain is existing
business lines and will operate as a financial services
congiomerate. This builds an the groups previous
Allfinznz approach and takes advantage of the Company's
strong cross-seff capabifities. The difference is, however,
that each business fine, induding a separate line for each
of retail banking and business banking, is structured and
operated as 2 separate business unii, responsitle and
accountable for its own performance. We believe that the
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Chairman’s Letter to Sharehold

financial conglomerate strategy will enable us to achieve
returns for our sharehoiders that are consistently superior
to our peers in the finandal services sector.

A pre-reguisite for success is that we must operate our
business fines at least as well as our competitors in the field,
and loha hulcahy and his executive team have developed
detailed plans to ensure that outcome is achieved.

Yision

As part of this fundamental strategic review, the vision we
have chosen for the Company is 1o be the most desirable
financial services company in Australia’. That is for
sharehoiders, for customers, for employees and for the
comHmunity in general.

This is clearly a very ambitious vision for the group, but we
believe that we should aim high. Gur chjective is to instil 2
culture within the Company which seeks to defiver great
service for our 3.8 million customers, a stimulating and
rewarding work environment for our 8,000 employees,
strong community values, and consistently good returns to
our 184,000 shareholders.

Board Changes

The Company's Chief Financial Officer, Chris Skilton, who
acted as interim Chief Executive following Steve Jones’

Operating profit after tax
Half Year $m

95-98 9900 0001 01-82 0203

Decemntrer
une

resignation, was appoinied an executive director in
Mavermnber. This appeointment recognises both Chris' skills
and experience, and the significance of the CFO role
within the organisation. Bill Bartlett, a former Ernst &
Young insurance pariner and experienced accounting
practitioner, joined the Board on 1 july 2003, Both are
very strong appointments,

Pat Handley resigned in March.  would ke to thank him
for his contribution.

Outlock

The board is optimistic about the outlock for the coming
year. While global economic conditions are somewhat
subdued, within Australia the economy appears resilient,
with good growth rates and low inflation forecast to
continue.

The primary markets in which the Company operates are
in good shape, with general insurance enjoying a
structural shift towards higher profitabifity, banking
showing continued good lending growth and exceltent
credit quality, and investrent markets demonstrating
signs of recovery.

The Company now has the new rmanagement team in
place and a ciearly defined strategic plan being
implemented.

So assuming no dramatic swings in financial markets, or
unusial insurance ciaims events, we would expect o be
able to report a further improvement in profits in the
Coming year

Conclusion

Finaily, I would ke to express my thanks to all the staff for
their efforts and commitment during the year, and my
colleagues on the Board. Most importantly, | thank you,
the shareholders, for your ongoing support.

John Story
Chairman
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Dear Shareholder,

Your Company made excellent progress in 2003, and in
this Annuat Report, my first as your managing director,

i am pleased to announce strong profit growth and an

increase in the dividend.

The 235 percent rise in net profit, to $384 million, is 2

commendable result. it reflects a significant team effort
and major improvements at many levels during the year
which leave us well positoned.

in this letter, | will outling some of those maior
achievernents, then give you my analysis of the profis
resules and the outlook for the future.

Our Joumey

The Company has come a long way since it was initially
brought together in December 1996 through the merger
of Suncorp, Metway and QIDC. That original
amalgamation created a new force in Australia’s finandial
services industry, with a rare combination of skills in
banking, general insurance and wealth management,
and a strong Queensland business base.

in 2001, we launched ourselves onto the national stage
through the $1.3 billion acguisition of the G0 general
insurance business in Australia, which made us Australia’s
second largest general insurer and delivered significant
market shares across the country.

We completed the GIO integration in june 2003, and our
2003 results bear testimony fo the success of that
acouisition. We have built a strong foundation based on
high levels of operating efficiency and by providing
excellent service to our customers. Our challenge now is
t0 build on that base and continue to deliver great
products and services at competitive prices for customers,
thereby ensuring strong profit growth for shareholders.

Strategy Review

To achieve that end, it is vital that we have an ambiticus

vision, clear strategy and coherent, detailed plans for the
future. From my perspective, having icined the Company
in fanuary, a key achievernent has been the finalisation of

Organisational Restruclure

the group's strategy for the next five years, and the
comimunication of hat strategy to staff, shareholders and
the external community.

Johin Story outlined the financial services conglomerate
approach in his letter. By operating as a financial services
conglomerate, we can drive important synergies that
inciude significant cost savings across the group, and
higher revenues by selling a wider range of products to our
existing customers. As long as we are ensuring that each of
our business lines is operating at peak efficiency, we wil
defiver group resuits that are betier than our competitors.
Fhen the vaiue of the group will be higher than the value
of each of the component parts of the business, and we
will be creating additional wealth for shareholders.

When developing our strategy, we used a business model
which takes into account the interests of all our
stakeholders, including custorners, staff and the community,
as well as shareholders. We aim to sirike a balance that
Creates a strong sustainable business for the future.

Organisational Restructure

The key 1o strong performance rests with our biggest
asset — our people. We have approximately 8,000 staff
across Australia, and within the Company we have a
strong ‘can-do” cuiture 2nd a genuine desire 1o meet
customer needs. A key to achieving our strategic goals is
the adoption of an organisational structure which enables
and encourages our people to perform well and reach
their full potential.

In harch, we announced a fundarmental restructure of the
group, putting aside the previous complex matrix structure
and recrganising arcund our business lines — Retall
Banking, Business Banking, General Insurance and Wealth
Management.

The new structure ensures that managers have the
authority and respaonsibility to achieve their targets and
deliver better service to customers. Within each business
line we now have dearly defined roles and accountabilities
for 2l staff, and an alignment of roles that puts the focus
squarely on meeting customer needs and delivering
exceltent service.

General Insurance

Retail Banking

Business Banking Wealth Management
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The executive managernent team was reviewed at the
time of the restructure. The new team is now in place,
and profiled on page 26 of this report. | am confident we
have a strong team leading the Company.

Business Line Strategies

Within each of the business iines the relevant executives
have devised detailed plans focused on detivering high
standards of service and excellent products for our
customers.

Retail Banking

in Retail Banking, the Company plans to operate as a
‘super-regional’ bank, dearly differentiated from the Big 4
and focused on core bank products including home
lending, small business lending, fransaction accounts and
retail deposits.

We have commenced a fundamental re-engineering of
home lending processes to improve performance and fift
customer retention. Our home lending has now stabilised,
halting the loss of market share that has been evident dusing
the past 12 months and rebuiiding growth momentum. We
have simplified our range of products o reduce complexity
for staff and customers, introduced a spedialised home
lending force to improve service, and redesigned our
distribution networks to rmake them more effective.

Outside Queensland, we will continue to use
intermediaries and alliances to grow our lending, and
when we have buift a sufficiently large business base, we
will open branches to service thase customers.

Business Banking

The Business Banking division will continue to focus on its
strengths, being smalt and medium sized commercial
banking, agribusiness and property. The Business Banking
division has been performing strongly over the past few
years, 2nd we aim fo consinue that growth by cermenting
our strong relationships with our target customer segments.

We remain very committed to our property and
agribusiness customers. We know those businesses welt
and have skilled staff providing high tevels of expert
service. Because of that specialist expertise and our
thorough lending practices, we are very comfortable with
our exposure o those businesses.

General Insurance

Following the acguisition of the GIG general insurance
business from AMP in June 2001, Suncorp'’s General
insurance division has developed as a strong source of
orofit growth for the group. The acquisition and
integration of GO has achieved cost savings and revenue
that have made the general insurance company one of the
most efficient in Austraiia.

irector’s Letter to Sharehol

Our challenge now is to grow the business from that
strong, competitive base.

The GIO brand, which has suffered in recent years, is
being revitalised through major service improvernents and
extensive marketing campaigns, and is the main insurance
brand outside of Queensland. We 2lso aim to increase our
presence i the commercial insurance sector, which we
have identified as a major growth opportunity.

Wealth Management

Wealth Management is the group's smaliest operating
division, but we see potential for substantial growth
through improving the penetration of our existing
customer base, and by expanding our operations info
new market segments such as the youth sector and
pre-retirees We aiso aim 1o take advantage of ouwr
strong investment skills to promote increased sales of
investrment products.

Financial Goals

As part of the strategy review, we have specified
some key finandial goals to focus our efforts and measure
our progress,

fr We aim to deliver returns to shareholders in the top
guartile of the financial services sector.

2y We expect to produce annual productivity gains of
between 5 percent and 10 percent.

3} We aim to consistently report a return on eguity of
more than 15 percent.

Financial Performance

The table on the opposite page summarises the results for
each half year.

Wwhite the full year net profit increased by 23.5 percent to
$384 million, you can see from the table that the profit
improvement almost entirely occurred in the fast six
months. In the firss half, profits increased by 31 million to
$155 million and then in the second half, profits fifted by
46 percent to $229 million. That is a record half year resuit
for the Company.

The improvemnent was driven mainly by the strength of the
General Insurance division, where the profit stream arising
from the GIO acquisition s now flowing strongly to the
bottom line, producing a 140 percent increase in second
half earnings to $161 million. Banking aiso made
considerable progress in the second half, producing a

20 percent profit increase to $168 million.

A key measure for shareholders is the earnings per share
figure. On a cash basis, that is before goodwill amortisation,
earnings per share increased by 19 percent for the year to



Banking Profit

Finandal Performance

ganking

General insurance
Wealih Management*
Other

Profit befosre goodwill and tax
fncome Tax
Goodwili amoertisation

Net profit

# Excludes Life and Seper policy ownees’ terests, and tax.

&2 cents per share. Again, the major improvernent occurred
i the second half when the increase was 41 percent to
47 .8 rents, a record half year earnings per share for the
group. It gives us great confidence for the future.

Transtormation

A highlight of the period from an operational perspective
was the completion of the Transformation program for the
integration of the GIO business. The program is a very
rigorous and intensive exercise, which strips out
dupiication and re-engineers processes to drive efficiency.

i can ronfirm its effectiveness, and the results for the year
prove the case. Because it was so successful, we have
Degun a new program o impose the disciplines of
Transformation continually throughout the Company,
constantly reviewing cur practices to drive improvements.

The GIO Transformation program, which commenced in
December 2001, was officially completed in June this year,
and it achieved the group's goal of delivering savings and
revenue benefits worth $240 mition in a full year.

1wl now go through each division and summarise the
performance.

Banking

The Banking profit before tax increased by 8.5 percent
ta $318 miffion for the year, which is 2 reasonable
outcome, and represents a return on eguity of

19 percent for the year.

The Banking profit is really a story of two halves. The first
haif resuit was down to $158 million from $153 million in
the pricr corresponding six months.

Year ended
2003 2002 Change
$m hm £

Half Year ended June 03 v 02
June ©3 Dec (2 Juna 02 Dec 01 Change

$m $m Fm $m o

150 153
72 43
17 36

4 4

243 236
52 52
30 30

155 154

There were two key factors that affected the first half resuls:

1} Lending growth had slowed, particularly in the
Gueensland housing market, despite strong growth in
the rmarket overall. This led to 2 loss of market share.

2} Expense growth was much higher than # shouid have
been at 10.5 percent.

Remedial action was taken during the year as the trends
became clear. New initiatives and marketing campaigns
were instituted to recover lending growth and increase
non-interest income, and Sghter controis were imposed
on expenses.

The second haif result consequently irproved, and we
were able to report a 20 percent increase in second half
profit to $168 million.

Overall lending growth for the year was 11 percent, o
$25.1 billion, compared to 12.7 percent for the market.
Commercial lending growth was particulasly strong,
increasing by 15.4 percent compared with 4.6 percent for
the industry. But housing growth at 9.4 percent was below
the exceptionally strong 2% .4 percent growth rate for the
sector. The new lending intiatives we have introduced have
already led to encouraging improvements in fending
performance,

Credit conditions i Banking are generally very sound, and
overall asset guality in our portfolic is strong. However, we
rnairtain tight lending policies and high levels of security,
and adopt a pradent approach to the market.

General nsurance

The benefits of the Transformation program are most clearly
ewvident in the General insurance sesult, which mare than
doubled to 3233 million before tax, for the 12 months.

The dearest indicator of the underwriting performance

of the insurance company is the insurance trading resuit,
which is made up of the premium revenue, less claims costs
and operating expenses, plus investrent income earned
on the funds held to pay claims. The result increased by
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Other ogerating income 126 85 percent to $209 millkon, which is equal to 10.4 percent
Operating expenses (343) of premium income — a pretty healthy margin.

Bad and doubitiul debts expense (40 The improvernent was primarily driven by solid premium
Pre-tax profit 293 growth, which increased 12 percent to $2.07 billion, and
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General Insurance Profit

het premium reveriue

Met incurrad claims

Operating expenses

Irvestmeant income, tech provisions

Insurance Trading Result

Oiher income

Irsvesimerd income, shareholder funds
GO acquisition funding costs

Pre-fax profit

Year ended
203 2002 Change
$m $m %

1,797
{1,409}
(448}

173

113
"
(14

110

Met of certain stamtory fees and charges inciuded inncome and expenses in the consolidates

financial rapor.

Waalth Management Profit

Life Comparry

Funds Management

Pre-fax profit

reduced operating expenses, which felt by 3 percent to
$433 milion. Leaving aside the direct costs associated
with wrisng new business, such as brokers’ comimissions,
operating expenses decreased by 31 percent to $202
milion for the year, which is an excelfent performance.
The expense ratio, which measures expenses as 2
proportion of premium income, reduced to 21.5 percent
for the year, and was 20.9 percent in the second half.

The claims experience in the year was affected by the
devastating bushfires, which struck Canberra in January.
They cost the Company in the vicinity of $26 million, with
323 claims in total including 47 houses destroyed. The
incident serves as a strong message 1o the community to
ensure that they hold adequate insurance cover.

The claims expense was also affected by an increase in
costs in the Queensland Compulsory Third Party insurance
rmarket, where we have seen evidence of rising awards for
personal injury.

Suncorp has been working with the government and
regulator to review the scheme to maintain accepiable
levels of affordability for consumers and profitabiiity for
insgrers. We are cautiously optimistic that planned
legislative changes will check rising claims costs and
rmainiain the stability of the scheme.

The General Insurance result benefited from a one-off
gain of $16 million made from the sale of two central

Year ended
2003 2002 Change
$m $m %

Excluckes Life and Super policy owners' interests, and tox.

irector’s Letter to Sharehol

Brisbane property assets, and that amount s included in
other income in the table to the left.

It also was gratifying to see an improvement in investment
income on shareholders funds during the year, following
the poor returns of 2002, During the second half we
announced that we were reducing the proportion of
shares in our investment portfolio from 8% percent to
approximately 40 percent. White this wifl slighgy reduce
the expected investment returns over the long term, it also
will reduce the volatility of our earnings and produce a
more refiable income stream.

Overall, conditions in the general insgrance industry are
now fundamentally strong, following a period of
consolidation. Prices have risen considerably over the past
two years and are now appropriate to cover the risks
being borne by the insgrance industry. Our challenge is to
take our strong position and grow the business.

Wealth Management

The pre-tax profit from Wealth Management activities
was $41 milon for the vear to June 2003, compared to
$58 million in the pricr year, which inciuded a one-off
profit of 38 million relating to the sale and restructure of
property portfolios. The business enwvironment remained
difficult, as continuing weakness in investment markets
resulted in a slowdown of fund inflows across the
Australian funds management industry.

On a half year basis, the divisional results are improving.
The second half profit increased by 9 percent to
$24 million, compared with the june half in 2002,

Wealth Management profits are derived from two sources
- profits from the Life Company and earnings from Funds
Management activities.

The {ife Company recorded a pre-tax profit contribution
in 2003 of $32 million, compared with $39 million in the
prior year. The profit fell mainly because of lower
experience profits, and reductions in the value of
subsidiary service companies, due to the impact of poor
investrnent market conditions.

Funds Management profit was $9 million at June 2003,
compared with $11 million in the prior year {excluding an
$8 million one-off profit for the sale and restructure of
property portfolios in 2002).

Wealth Management funds under management at

June 2003 totalied $9.9 bilion, 2n increase of 5 percent
on the previous year. Funds Management activities
outperiormed the benchmark in all asset classes
recording a positive return in the asset classes of cash,
fixed interest, domestic equities and property trusts,
while internaticnal equities recorded a negative return,
in the 12 months to June 2003,



Looking Forward
"be heard’

The theme of this year's report, as you would have seen
from the front cover is ‘be heard’. That is the brand
oromise for our newly launched marketing and branding
campaign. The approach we are adopting is all about
service. We believe that is the key to success in our
business today, and we pride ourselves on mantaining
excellent service quality.

Through the ‘he heard’ campaign, the message we are
conveying is that Suncorp listens o its customers in order
o better understand their needs and then acts decisively
o deliver relevant sclutions, through continually
improving products and extraordinary customer service.

The external campaign is a natural extension of a major
internal program to ensure that the organisation stays very
customner focused. The internal program is called the
Customer Service Initiative. It involves tracking our
performance in key service areas. For example, we know
that customers don't want to wait in queues at branches
of on the phone and we know they want their srnashed
car repaired quickly. So we measure how our service rates
in these areas and a number of others,

Gutiook
twould like to turn fo the outlook for the coming year,

The Austraiian financial services industry is highly
competitive across all areas of business and alf major
oroduct Enes.

in Banking, we would expect to see some siowing in the
extracrchinarily high credit growth that has been ewvident
over the past two years, particularly in the housing sector.
However, we expect the changes we are making o our
home lending processes and distribution to lead to
improved sales and betier retention rates.

interest rates are expected to be fairly stable for the
immediate future, so we would not expect significant
reductions in margins, and we remain confident that
overall credit conditions will continue to be favourable.
Consequently, we would expect 1o report an ingrease in
orofit before tax of between 8-10 percent for the year,

in General Insurance, as | menticned earlier, the industry
has recently been through a structurat change which has
significangly improved the operating environment and
lifted profitability. While we expect to see continued
sfrong competition in general insurance, we believe that
new disciplines are now being imposed on the industry
which will help to ensure that rational pricing practices
prevail for the foreseeable future.

Speaking more specifically about the Suncorp business,
during the coming year we will gain further benefits from
the fiow through of the Transformation exercise. We also
will be implementing a range of initiatives across the
business to drive improved growth, such as the
revitalisation of the QIO brand and the restructuring of
commerdial distribution management.

These factors should enable the General Insurance division
1o deliver an insurance trading resuit towards the high end
of our target range of 10-13 percent of net earned
premium for the full year, assuming no natural disasters,
unuszal claims events or financial catastrophes.

Weaith management markets are showing signs of recovery
as equity markets regain lost ground and investor confidence
imiproves. The measures we are taking to improve our
product set and distribution capability shouid lead to
increased infiowws on the back of our strong investment frack
record. S0 we wolld expect to see high single digit growth
in Wealth Management profit before tax.

Taken together, these improvements should lead to a
solid profit result, and an increase in underlying profit,
before goodwill, tax, one-off gains and investment
earnings on shareholders funds, of the order of

15 percent in the full year.

StHTinary

So in sumrmary, we have had a good year and an excellent
final six months. We have an arnbitious vision, a clear
strategy and detailed plans. We expect to build on our
strong track record and deliver increasing benefits to our
customers, staff, community and sharehaolders.

Yo achieve our goals requires the dedication and
commitment of our staff across Australia. They have all
made a great effort in the past year, in the face of
considerable change and upheaval. They have
demonstrated the Suncorp 'can-do’ calture. | would like to
thank them sincerely for their efforts.

Finally, i would ke to thank my colleagues on the Board
and alf the sharehoiders for their strong support,

John Mulcahy
Managing Director and Chief Executive Officer
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Group Overview

/ho we are

Suncorp is one of Australia's 30 largest listed companies
and the most diversified of the countrys major financial
services institutions.

We are a national Company with our Head Office in
Brisbane, Gueensiand. We are Australia’s sixth largest
bank and second largest insurance company, with total
assets of more than $38 billion. The Company has a
rmarket capitalisation of approximately $6.5 bilion,
164,000 shareholders, and approximately 8,000 staff,

Owur main businesses are retail and business banking,
general insurance, life insurance, superannuation and
funds management. The focus of our business is on retail
consumers and small to medium sized businesses.

in Banking, the Company iends more than $25 billion
to 890,000 customers nationally, and operates in home
lending, consumer lending and depaosits, fransaction
accounts, property devefopment finance, property
investrent, lease finance, commercial lending and
agribusiness.

in General Insurance, Suncorp earns annual premium
revenue of more than $2 bilion nationally and has strong
rmarket shares in most of its insurance business classes
including CTP, home insurance, motor insurance, workers
compensation and commercial insurance.

in Weaith Management, we provide ife insurance,
superannuation and investment services to our 148,000
customers and we manage almost $19 billion in
investrents, including the reserves of our general
insurance business and life insurance company.

Of our 3.8 million custemers across the group, just over
haif are in Queensland, with the remainder spread
throughout the rest of Australia.

Our customers have access to 229 Suncorp Retail and
Business Banking branches and outlets, predominantly in
Queensland, and 40 GIO agendies nationally. As well, we
have mobife lenders, insurance representatives and

financial advisers located across the country. The Company

owns the 1 Hooker real estate franchise, and we
distribute lending products through mobile consultants
attached to the L Hooker and First National netwarks.
We also have an exclusive distribution arrangement with
the AMP network 10 sell general insurance products.

Our customers have access to 243 Suncorp ATMs and
more than 21,600 ATMs of other banks, 2s well as 6,000
EFTPGS terminals. Nearly 170,000 Suncorp customers now
use our infernet service for their everyday hanking needs.
Over the last year, $2.5 billicn in funds transfers

{up 70 percent}, $1.1 billion in BPAY® fransactions

{up B85 percent} and $0.9 billion in external transfers

{up 250 percent) were made by internet bankers.

Customers can also make applications on line for a
transacticn account, credit card, home or investment
property joan, smail business loan or personal finance
loan, share trade, manage & margin lending facility or a
superannuation account, and purchase home or car
insurance. More than 11,000 customers go online for
insurance quotes each month,

Our seven call centres, which take care of customers’
banking, insurance and wealth management needs,
average more than 1.3 million <calls per month.

Cur Business in Profile

We are Austraiia’s sixth largest bank, with total ioans of
$25 billion o mere than 890,000 Retail and Business
Banking customers.

Our portfalio is dominated by low risk housing leans,
which make up 58 percent of the total portfolic, but we
also have extensive business banking operagions, with
assets of $9.9 billion.

57 56 hune 2003

E e
A

& 58.0% Housing

& 2.0% Consumer

& B.4% Commercial

&% b.0% Development finance
& 10.0% Property investrments

@ 7.2% Lease finance

% B.4% Agribusiness
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The bulk of our lending is in Queensland, which makes
up $16 bition of our $25 billion in foans, but we have

a growing proportion interstate. Total assefs outside
Gueensland increased by 27 percent to almost $9 bition
during the year, which is equal to 38 percent of the
portfolic.

in Retail Banking, we offer cur 828,000 customers home
and personal leans, transaction and savings accounts,
credit cards and foreign currency services through an
extensive branch netwaork, AThs, call centres, the
tetephone and the internet.

in Business Banking we have 64,000 customers and a
broadly diversified portfolic. it includes fending in
oroperty, agribusiness, commercial banking and
eguipment and lease finance and trade finance.

Of our total business banking assets of $9.9 billion,
approximately 58 percent are in Queensland, and we
have a solid, growing presence in NSW, Victoria and
Western Agstralia,

Our network of 187 Business Banking managers

includes &0 specialist agribusiness managers throughout
Queensland, NSW and Victoria We have been providing
financial services for rural producers for over 100 years
and today provide over $2 billion in loans to this sector.
We hold approximately 25 percent of the agribusiness
market in Gueensiand and in other states our agribusiness
market continues to expand strongly.

Cormmercial Banking provides weorking capital and term
finance for small to medium enterprises. This year
commercial lending assets grews by 22 percent 1o over
$2 billion reflecting the development of our business
distribution network and our business banking branding.

Ceveloprnent Finance, which provides finance for maingy
residential developments in metropolitan areas, had the
strongest asset growth, buoyed by rising property values
and continued construction activity The portfolio increased
by 28 percent to $1.48 billion. Property Investment, which
includes finance for facilities such as shopping centres and
warehouses, also grew strongly, rising 14 percent to

$2.52 billon.

Operational Highlights of 2003

The Company launched its new Visa credit card i June,
following research showing strong demand from our
customers. The intial response has been well beyond our
initial expectations, as customers have recognised the
rnany attractive design features of the card.

Called Suncorp Clear Options, the card provides a wide
range of choices for customers, with rewards available
including travel, merchandise and cash vouchers.
Customers can choose either a standard card of premium
card, with different fees, interest rates and interest free
days, depending on their individual preferences. The card
was recently ranked by independent group Cannex as one
of the best in the country

The card fifls cut the Suncorp product range, enabling us
to provide a full suite of products for our retall and
business customers.

Another operational highlight of the year was the
introduction of the next stage of our customer
relationship technology calied Enterprise. The system
enables us to provide excellent service by tracking all of
our products and services that any individual customer
uses. This means that when a customer either phones the
call centre or stops at a branch, the person they speak to
has the information available to provide he reguired
assistance. The latest update of Enterprise enables
changes in custormer details, such as 2 change of address,
to be recorded across all cur product data bases, avoiding
dupiication and improving service for our customers.

The Environment

Credit growth across the industry remains strong,
pargicularly i housing. The levels of lending growth the
industry has experienced in the housing segment in the
past year are expected fo moderate in 2004, but this is
expected to be offset by ongoing strength in business
lending. The operating environment remains posiive,
with low interest rates, good economic growth and
favourable credit conditions prevailing.
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weneral Insurance

Our Business in Profile

We are Australia’s second largest general insurance
company, with annuat premium revenue of more than

32 billion. Gur General insurance division takes care of
3.3 million customers Australia wide, providing home
insarance, rotor vehicle insurance, personal effects cover,
commercial insurance, Compuisory Third Party insurance
(CTPy and workers' compensation services,

We have a broad geographical spread, with 44 percent
of our premiurm revenue coming from Queensland,

34 percent from NSW, 10 percent from Victoriz and the
rest spread between YWestern Austraiia, Tasmania and
the ACT.

310% TP

4 7.3% WC R other
4 21 8% Commercial
& 22.4% Motor

4 15.0% Home

fhross written

#

preredarn by stats
B ZUHMY

& 33.5% NSW
4 15.0% Vic
4 44.0% Qld
& 12.5% Other

We hold substangial market shares nationally and we
continue to be market leaders in cur Gueensiand home
brase in raotor insurance (32 percent), in home insurance
{29 percent} and CTP insurance (54 percent}. Across
Australia we provide cover for more than 1.8 million
motor cars and 900,000 homes.

Our commercial insurance business covers property,
liabifity, motor, marine and associated risks throughout
Australia. We remain the leading provider of commercial
insurance products to around 270,000 small to medium
businesses, or 25 percent of the national market.

Fhrough GIO we offer workers compensation services in
Mew South Wales, Australian Capital Territory, VWestern
Australia and Tasmania to more than 120,000 enterprises
in the government and private sectors.

Over the year we paid out more than $1.5 billion in claims
to people who had suffered financial misfortune in one
form or another. We settled more than 355,000 motor,
home and commercial daims and over 4,000 casuzlty
claims. Natural disasters and storms in four states,
including the devastating Canberra bushfires, resulted in
more than 2,300 claims. We also settled more than 8,000
compulsory third party, disability, trauma and accidenta
death claims in the year.

Operational Highlights

A highlight of the past year from an operational perspective
was the completion of the Transformation program for the
integration of the GIO business. The program, which
commenced in Decernber 2001, was officially completed in
June this year, delivering savings 2nd revenue benefits
waorth $240 million in a full year and contributing o a
dramatic improvement in our operating efficiency.

The program involved hundreds of initiatives aimed at
improving service and lifting efficiency.

One of the major improvements implemented during
2003 was the restructuring of our claims operations.

e buil three new motor vehicle assessment centres in
Sydney, at Seven Hills, Arncliffe and Moorebank,

and we upgraded the Artarmon centre. in Melbourne,
we relaunched our motor vehicle assessment centres and
substantially increased customer awareness, thereby
improving the usage of the centres, which offer significant
service advantages for customers. They simply need to
drive their damaged car into the centre, and we take it
from there, taking the hassle out of the process for our
CUsfomers,
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We simultaneously extended our Queensland service
commitment to our customers in MSW and Victoria,

We guarantee those customers who drive their damaged
cars into our assessment centres that we will have the
repairs done within seven days, of we will provide a
courtesy car untit the repair is completed. We also
guarantee the repairs for the life of the car.

Another operating highlight of the year was the

creation of new call centres in Toowoomba and
Melbourne, focused on providing support for GIO
customers. Buring the year we completed the
restructuring of the former GIO district offices, replacing
them with a centralised processing system and centralised
phone support for our customers. in Toowoomba, we
have 110 dedicated teleciaims staff, with all new claims
now taken over the phone, providing significantly
irmproved convenience for customers and faster service,

Additicnal efficiencies were also achieved during the year
through the introduction of workflow and imaging
technology to GIO claims processing. This makes the
processing of daims paperless, and therefore much
quicker for customers.

The General insurance Industry

The fundamentals in Australia's general insurance
industry have improved dramatically in the past twe
years, due to structural adjustments following major
losses in the recent past.

While competition remains healthy, industry profitability
has improved because companies have adopted a more
disciplined approach to pricing their policies foliowing the
demise of the HiH tnsurance group.

This has been given regulatory weight through important
newy prudential guidelines which require insurers to hold
significant funds in reserve to cover claims costs. Insurers
are now pricing their products at appropriate rates to
enable them to put aside sufficient funds to cover the
underlying risks and provide an acceptable return for
shareholders. in this new environment, consumers can
feel much more confident that when a claim is made,
the insurance company will have the money available to
pay the ciaim.

Suncorp has always adopted a conservative approach 1o its
reserving. In other words, we make sure that when a claim
is made, we put aside enough money to cover the eventual
cost. in fact, we set aside significant additional funds,
catted risk margins, to increase the security of our position.
In the year to june 2003, our risk margins totatied
approximately $570 miliion, and our total outstanding
claims provisions were $3.8 bilion. So consumers can feel
very confident that Suncorp is strong and secure.

Following the compietion of the Transformation exercise,
the general insurance business is now turning its focus to
growth, and is implementing a range of initiatives in the
2004 year to lift premium revenues in alf our markets.
With the fundamentals in the industry expected to remain
heaithy, the outiook is favourable.

ealth

Cur Business in Profile

Wealth Management is the smallest of our business lines,
but it is arguably the segment with the greatest growth
potential, both in terms of the industry and our business.

The business can be viewed in two parts - the Life
Company, and the Funds Management operations.

Within the Life Company, we provide a il range of ife

insurance, superannuation and managed investments, with
a comprehensive range of products and services, including
finzncial planning and advice, to 148,000 retaif customers.

We are growing our Wealth Management business
through leveraging the highly developed cross-sell
capzbilities in the organisation, our strong investment
performance, our broad product set and our extensive
distribution networks.

We have 154 financial advisors and investment
consaltants in our branches who are able to take
advantage of leads generated through the network,
including cpportunites with our GO customers.

we offer individual investors in our retail unit trusts easy
access 1o nine options from secure cash to property and

shares, providing attractive short, medium and iong term
investrnent,
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Easy Super provides personal super, employer
sponsored and allocated pension choices. There are 25
investment options offered within Easy Super Personal
Superannuation and Easy Super Allocated Pension to
meet different investment needs with the flexibility to
invest in one portfolio or in any combination of
portfolics. Registered members and employers have
online access to Easy Super superannuation accounts.

Term, trauma and income profection insurances are aiso
available for policyholders seeking lump sum or income
payments in cases of sickness or iniury or benefits to
families should the insured person die.

in Funds Management, we manage $9.9 billion in funds,
including $3.6 billion in life insurance and managed
investments for customers, $1.2 billion in wholesale
funds, a2nd $5.1 billion from reserves of our general
insurance business. Together, these sources of funds
orovide us with the critical mass to be within the top 20
fund managers in Australia.

Funds under management
$9.9b as at 3¢ June 2003

% 51.0% General insurance

4 32.6% Statutory life &
superannuation

4 12.0% External wholesale

& 4.4% Retail unit trusts

The funds are invested across a range of asset classes,
with the majority in Cash, Australian fixed interest and
Australian eguities.

Operational Highlights

The operational highlight of 2003 was our investment
performance. Bespite subdued financial markets overall,
we outperformed the industry benchmarks in all major
investrment ciasses.

harket

aversge SBICOME

reguils resits
4% Y%

Investient Performance

Australian Cash 4.57
Australian Fixed Irsterast 478
Workd Fixed Interest 12.23
Australian Equities {1.71%
worki Equities {18.29
Listed Property Trusts 1215

Table represents the parformange of all funds under Suncorp Metway
estment Management Lid smanagameant.

Given the nature of our investrment stakeholders, we have
devefoped a natural funds management strength i the
areas of Australian asset sectors.

with $& billion in Austratian fixed interest and equities, we
believe that our current size as a funds manager is a
competitive advantage as many of our larger scale
competitors may find it increasingly difficult to deliver
superior investment performance in the future.

While wealth management businesses globally have been
affected by investment market volatility in recent years,
the medium term growth prospects are strongly
underpinned by the need for Austraiians to provide for
their own retirement needs and the compulsory nature of
superannuation.

Custorner Service nitiative {refer page 7}

The offer applies to cars, 4WD's, utilities, and vans up to two tonne carrying capacity, which were manufactured fess
than 371 vears ago, which are comprehensivaly insured with Suncorp. The car must be driven ta a Suncorp or GIG Motor
Vehitle Assessment Centre for repairs following an approved claim. The offer excludes cars towed to a Suncorp or GIO
Motor Vehicle Assessment Certre. Repairs to cars are to be Carried out as directed by Suncorp. The offer excludes cars
damaged as a resuft of hail or flood. or cars to which additional private work is to be carried cut. The seven day offer is

available for repairs for one dlaim only. Repalrs to be made at the same time for additional claims will increase term of
offer by seven days for each claim (sg two dlaims, 14 days). The courtesy car provided will be a 'smalf category’ vehicle.,
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ur Community

We support the communities we serve by sponsaring
numerous events and providing much-needed assistance
to charities.

One of our largest community sponsorships is The Youth
Enterprise Trust (YET), whose wilderness-based pregrams
and ongoing support help young Agstralians from all
wallks of iife discover a sense of purpose in their lives. This
year, the Trust received $74,000 from a marketing
camypaign in which we donated $10 for each new CTP
insurance policy that was switched to Suncorp.

The Bridge to Brisbane Fus Run, which involved 14,000
competitors, including 2,000 staff and their families,
completing a 12 kilometre course along the Brisbane River,
raised around $200,000 for the Brishane PA Hospital
Research Team and the Cerebal Palsy League.

We also sponsored Queensland's highest citizenshig
honours, which were announced by Premier Peter Bezttie
at & special ceremony at Parliament House. Professor Alan
Mackay-Sim received Suncorp Queensiander of the Year
for his groundbreaking research which has the potentiai to
help paralysed people walk again. And Alice Chang,

a 23-year-old medical student, received Suncorp Young
Gueenslander of the Year for her passionate work 1o raise
the profile of youth issues and young Queenslanders in
the community.

This year, as part of our support of our agribusiness
custormers, we sponsored Beef Australia in Rockhampton,
the country's premier beef cattle industry event. We also

Cwer 100 volunieers, indluding Suncorp staff, joined the Back
fo Waoodstock working bee as part of thelr commitment to
the YET program. They painied urrajong House inside and
out, buitt & chook pen and planted 300 frees.

sponsored Butterfly Week for the Hear and Say Centre,
raising funds and awareness for deaf and hearing-
impaired children, and Daffodil Day, the Cancer Councit's
biggest fundraising event of the year for cancer research,
education and patient/family support,

Other community programs during the year that received
our suppert included:

s Suncorp Riverfire

s Rovyal Flying Doctors Service

s Salvation Army Red Shieid Appeal

*«  B105FM Christmas Royal Children's Hospital Appeal

«  Parramatta Chamber of Commerce NSW - regionat
business awards for excellence

¢ Urban Development Institute of Australia's national
and Queensland awards for excellence in property
development

s Gueensiand Cricket

Staff also gave freely of their ime and expertise 1o help
charities and local community evenss. For example, in
Brisbane and Sydney statf stepped up to the World's
Greatest Shave chiallenge and helped raise over $15,000
for leukaemia research and patient support. They also
responded enthusiastically to raising funds for community
Christmas Days for rural families in drought stricken areas
across the Darling Downs in Queensland.

Ower 14,000 people ran or walked either 12 or

4.5 kilometres to the finishing line in the Bridge to
Brisane Fun Run which raises thousands of dolars for
charity each year
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Group Executive

ok £ Muicahy Pl (il Engirzerizigd, BE {First Clazs Honsh
hdanaging DHrector

Johin Mubcahy joined Suncorp as Chief Executive
Cficer an & January 2003, He had previously
held a number of executive roles at the
Commorswealth Bank since 1995, John ranks as
one of the most widely experiencad finsncial
services execytives in Austrslia. He also has broad
maragement experience, having served as Chief
Executive of Lend Lease Praperty lnvestment
Services and Chied Executive of Civil & Civic

price to 1995,

fark Blucher aner
Group Executive Retall Banking Customers

wdark Blucher was recently appointed to his
current position having previously held the
position of Group Executive Retaif Distribution
and HR. His key function is Retail Banking
customer management, with sesponsibility for
the profit and foss outcome, proguct
managerment, distribution and processing.
sdark ioined Suncorp as General Manager HR in
Septemnber 1997 after having spent 19 years in a
riumber of senior positions with the ANZ Bank’s
operation in Mew Zealand.

Bernacette Fifleld s, peus kg
Group Executive, Wealth Management, Group
Strategy and Group Marketing

Bernadette recently jained Suncorp to take up 3
Group Executive rofe responsible for the Weaith
sfanagement business as well as Group
Marketing, Group Strategy and Corporate
felations. Bernadette joins the groop with over
20 years experience gained in senior rofes across
financial services. Bernadette was previously at
the Commorwvealth Bank where she held a

fohn F Mulcahy
Mark Blucher
Bernadette Fiield
Carmel Gray
Pater Johnstong
Ray Reimer

Chris Skilten
fohn Trowtnidge

=BT - TV I P I S

nurber of serior executive positions including
Executive General Managar, Business
Development and Gereral Manager eCommerce.

Carmel Gray Bus Fon & A
Group Bxecutive Information Technology

Carmel Gray was appointed to her current
position in 2001 and is responsible for the group's
[T activities. She had previously held the position
of Generat danager T since 15999, with a focus
on organisational change and strategic alignmennt
of ITwithin the husiness. Carmel has spent ber
career in the |T industry in a variety of
managenent positions including Austratian
Managing Director of United Kingdom-hased
software snd sendoes provider Logica.

Peter lohnstone LB
Group Bxecutive HR, Projects & Central Services

Peter lohnstone was appointed to this position in
the group's recent restructure. He was previously
resnonsibie for the integration of Suncorp and
GlD businesses, as wel as back-office functions of
Barking. Petar has assumed responsibility for
Human Resources which encompasses the
introduction of Suncorp'’s new Leadership
Framewonrk. He retains the Legal Depsriment,
Central Senvices, and Corporate Projects Division,
Ha was appointed to the role of Group General
Mansger Oparations in March 1997 and added 17
to his portfolic in Novermnber 1998, Before joining
Suncorp in 1996, at which time he played an
integrat role in the Suncorp Metway group
merger, Peter was General Manager Operationat
Support 2nd General Counsel of the Bank of
South Austrafia. He Bas over 30 years experience
irs finance, Dusiness arxd law,

Ray Heimer
Group Executive Business Banking Customers

Ray Reimer was recently appointed to his present
rode and is Tesponsible for commercial banking,
soribusiness, property finance, equipmer
finance, corporate and trade finance qustomers,
He firings a wealth of business banking
saperience to the position having previously held
executive business banking and other senior rofes
throughout his 25 years with the group. Ray
commencad his hanking career with the
Agricutural Bank snd ister held retaif and
commercial banking positions in Metway Bank.

Chris Shilton gsoifom, aa
Chief Financial GHficer

Chris Skilton was appointed Suncorp’s Chief
Finzncial Officer in June 2001, He was praviously
with Westnac where his final position was Group
Executive, New Zealznd and the Pacific lslands
and prior to that Depaty Chief Fnancial Officer
Priar to Westpac, Chiis was Managing Director
and CED of AIDC Ltd. He has over 20 years of
diract experience in various senior rofes in the
finarnce sector.

Johin Trowheidge 53¢ B2 BA FIA, FAS
Group Executive Suncorp insurance

foha Trowebridge, is responsible for the General
Insisrance business of Suncorp, including G0, He
joined Suncorp in 2002 follovang a distinguished
consulting career, having established Trowbridge
Cansuiting in 1981, lohin has given advice to all
of Australias major banks and insurance
companies as well a5 State and Commonvwealth
Governments over 3 wide range of mansgement,
cortporate and actuarial issues, and is an
scknowledned eader in the insurance industry.
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Johy B Story bA, LB FAICE
Chaisman Age 57

Director since January 1995, Depaty Chatrman
sinee June 2002 and Chairman since March 2003
fohn Stosy s non-executive Chairman of the law
firm Corrs Chambiers Westgarth and is a director
of Jupiters Limited, C5R Limited and Australian
Magnesium Corporation Umited. He & an Adjunct
Professor of Law at the University of Gueenslarsd
and a member of the Queensland Council of the
Agstratian Institite of Company Directors.

Witliam § Bartlatt oA Cha FCKS, Caisa:
Mor-executive Director Age 54

Director since ¥ July 2003, Bill Bartlett is a diractor
of RGA Retnsurance Company of Australia
Lisnied. He has had 35 years experience in
accounting and was 3 pariner of Ernst & Young in
Austrafia for 23 years, retiring on 20 June 2003,
He alse has extensive experience in the actuarial,
insurance and financial services sectors through
marmbership of many industry and regulatory
advisory bodies including the Life Insurance
Actuariai Standards Board since 1954

tan B Blackburne wBs, P, B5c it Clas Hong)
Mor-executive Director Age 57

Director since August 2000, lan Blackburne is
Chairman of CSR Lirited, the Royal Botanic
Gardens ancd Domain Trgst (INSW) and the
Austratian Muclear Science & Technolooy
Organisation arxd is 2 director of Teekay Shipping
Corporation. He retired in 2008 as Managing
Director of Caltex Australia Limited after having
spent 25 vears in the petrodeusm industry.

John Story
Willizrm Bartlett
lan Blackburng
Aodney Carmis
Cherrelf Hirst
Jarnes Kennady
sdartin Kriewsaldt
John Mulcaby
Chiris Skilton
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Rodney F Cormie BCom, A8UT, ASA, Fia, KD
Mon-executive Director Age 70

Director since Decemnbier 1956, Rod Cormie i
also a Chairman of Magellan Petrolesm Australia
timited. He has had extensive experience as a
company director and was a director of the
Gueensland Industry Development Corporation
fram 1990 until the creation of the Suncorp
MWetway Group in 1595,

Cherrall Hirst a0 MBS, BEaSE £Unk iHom), FAKCD
dMon-executive Director Age 58

Srector since Febroary 2002, Cherrall Hirst s a
medical doctor and was a lesding practiionsr in
the ares of breast cancer dizgnosis. She is
Chairman of Peplin Biotech Limged and has been
Chancellor of Queensiand University of
Technology since 1994, She s akke Chair of the
Soard of Trustees, Brishane Girs Grammar School
arsl has recently becorme a member of the Board
of Gpera Gueensland Limited. Cherrell was a
former director of Metway Bank from July 1995
to Decermnber 1596,

farmes § Kennedy 40 CBE DUniv IGUTIFCA
Mon-executive Director Age B9

Srector since August 1997, Jin Kennedy s a
Chartered Accogntant and a directar of GWA
internationat Limited, Macguarie Goodman Funds
Managerment Lid, Qsntas Airways Limited and
the Australian Stock Exchange Lid. He is also a
member of the Blake Dawson Waldron

Addvisory Board,

Bhartin I3 £ Kriewaldt Ba io8 Homs), FACD
Mom-execistive Director Age 53

Director since 1 December 1996, Martin Kriewald:
wias also a director of the Suncorp Group from
1990 and Chairman at the time of the creation of
the Suncorp Metway Group in 1896, He is
Chairman of Gpers Queensland Limited, and 2
director of Campbell Brothers Limited, GWA
International Limited, O Search Lmited aod the
Austratian Maior Performing Arts Group. He s 3
consultant to Allens Arthur Robinson and Aon
Holdings Australia Limited and a member of the
Fedeermner Lutheran College Council.

lobn F Mu%f:ahy Pt i Enggineering?, BE {First Clags Hors!
Executive Director Chief Executive Gificer Age 53

Director since joining Suncorp on B January 2003
as Chief Executive Gificer. John Mulcabhy is 3
merber of the Busingss Councll of Australia and
the Australiar Bankers Association Council. He
previously held 2 number of executive rofes at the
Commonwezlth Bank since 1959 and ranks as
one of the most widely experienced financial
services executives in Australia. john also has
broad management exparience, having served as
Chief Executive of Lend Lease Property
Irvestment Services and Chief Executive of Ciil &
Civic prior to 1995,

Chris Shilbon BScifoom, ACA
Executive Directar, Chief Bnancial Officer Age 49

Director since 13 Movernber 2002, Chris Skifon
was appointed Chief Financial Officer of Suncorp
irs Juna 2801, He has over 20 years experience in
various senior roles in the finance sector induding
exeCltive positions with Westpac Banking
Corporation and as Managing Director and Chief
Execistive Officer of A1DC Lud.
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Corporate Governance

The Board of Directors of Suncorp-Metway Ltd {'Suncorp’ or
the "Campany'} is responsible for the Corporate Governance
of Suncorp and its controlled entities (collectively the
Suncor Group’y. Suramarised i this statement are the
main Carporate Governance practices that have been
established by the Board and were in place throughout the
financial year, uniess otherwise stated, to ensuse the interests
of shareholders are protected and the confidence of the
investrrent market in the Company is mainiained.

Principles of Good Corporate
Governance and Best Practice
Recommendations

On 31 March 2003 the ASK Corporate Governance Coundl
(Counai} published a document entitied "Principies of Good
Corporate Governance and Best Practice Recommendations’.
The document articulated 10 core principles and 28 best
practice recommendations that the Council believes underfie
good corporate governance and inciuded guidelines 1o assist
companias in complying with the principles and best practice
recommendations.

Effective from the first finandal year commending after

1 fanuary 2003, all listed companies are required 1o disclose
the extent o which they have followed these principles and
best practice recommendations. For Suncorp, this means
disclosure of any non-complying practices must be made in
next year's, (2004}, Annual Report.

The Board supports the core principles and best praciice
recommendations published by the Council and will report
by reference to them in this year's (2003} Annual Report.
The current policies, procedures and practices of Suncorp,
which have been developed and implemented by the Board
and management aver many years, comply with the
orinciples and best practice recommendations published by
the Coundil.

The kst of 10 core princples and 28 underlying best practice
recommendations and a description of the structuses and
practices Suncorg has in place 1o address each of the
orinciples and best practice recommendations, is available on
the Suncorp website at www.suncorp.com.aw.

Roard of Directors
fole of the Board

The Board is accountable 1o shareholders for the
performance of the Suncorp Group and has overalt
responsibility for its operations.

The Suncorp Group condudts a diverse and complex range of
businiess including banking, general insurance, life insurance
and funds management, which means an important feature
of the wark of the Board is to ensure compliance with the
prudential and solvency requirements of the Australian

Prudential Regulation Authority (APRA). Board members of
Suncorp-hetway Lid also undertake roles as directors of
Suncorp Metway Insurance Limited, GIO General Lid and
Sunicorp Life & Stperannuation Limited, which are all subiect
10 APRA regulation.

During the year, a Board Charter was adopted, which
sets out the principles for the operation of the Board of
Diractors and provides a description of the functions of
the Board and the functions delegated to managerment.
A copy of that Charter is available on the Company's
website under 'Corporate Governance’, however the
key functions of the Board and the functions delegated
tg managemeni, as described in the charter, are
summarised below:

Key functions of the non-executive dirseciors of the Board:

*  Approve the strategic direction and related objectives
far the Group.

*  Approve annual budgets,

*  Monitor executive management performance in the
implementation and achievement of strategic and
business ohiectives and financial performance.

e Ensure business risks are identified and approve systemns
and controls to manage those risks and manitor
compliance.

«  Appoint and remove the Managing Director and ratify
the appointment and remaval of executives reporting
directly to the Managing Director (senior executives).

*  Approve the Managing Director’s and senior executives'
performance targets, monitor performance, set
remnureration and manage succession plans.

*  Detarmine and aporove the level of asthority to be
granted to the Managing Director in respect of:

*  Operating and capital expenditure;
«  Credit fadlities.

*  Authorise the further delegation of those authorities o
management by the Managing Director,

*  Approve major operating and capital expendituse and
credit facilities in excess of the limits delegated to
management.

Cormposition of the Board

At the date of this statement, the Board comprises

seven non-executive directors and two executive directors,
{the Managing Director and the Chiaf Financial Officer.
The names of those directors, including details of their
qualifications and experience, are set out in the

directors’ profile section of the Condise Report and the
Annual Report.

The composition of the Board is subject 1o review in a
number of ways, as outlined below.

The Company's Constitution provides that at every Anngal
General Meeting, one third of the direciors, exduding the



Managing Director, shalt retire from office but may stand
for re-election.

Board composition is also reviewed periodically by the
Nomination and Remuneration Committee, either when a
vacancy asises or if it is considered that the Board would
benetit from the services of a new director, given the existing
mix of skifls and experience of the Board and the ongoing
reed to align those skilis with the strategic demands of the
group. Once it has been agreed that a new director is to be
appointed, a search is underiaken, usually using the services
of external consultants. Nominations are subsequently
received and reviewed by the Board.

when undertaking such a review, the following prindiples,
which form part of the Board charter, are applied:

+  The Board shall comprise no more than 11 directors and
no less than seven;

* A majority of directors must be independent, non-
execuUtive directors;

+  The directors shail appoint as Chairman of the Board,
one of the non-executive directors whom is deemed by
the Board to be independent.

Director independence and Conflicts of Interest

The Board has adopied a policy in regard to director
independence which inciudes:

s criteria for determining the independence of directors;
+  (riteria for determining the materiality of a director’s
association or business relationship with the Company.

Based on these criteria, which are summarised below and
which are based on the best practice guidelines, the Board
considers all current directors, other than the Managing
Director and Chiet Finandial Officer, to be independent.

The names of the directors considered o be indepandent at
the date of this statement are;

Director Term in Office

{at the date of this statement}

Ioha Stary (Chairman;
Bill Bartlatt
lan Blackburne

8 years 7 months
2 manths

3 years 1 month

6 years 5 months
1 year 7 months

& years 1 month

6 years § months

Rod Cormie
Cherrell Hirst
Fr Kennedy
hartin Krigwaldt

The Board considers a director to be independent if the
director is a non-executive director and:

+  [snot asubstantial shareholder of Suncorg or a
company that has a substantial shareholding in Suncorp
and is not an officer of or is otherwise assodatad with,
either directly or indirectly, a shareholder holding mare
thar: 10 percent of the fully paid ordinary shares on
issue i Sungorp.

+  Within the last three years has not been empioyed in an
execUlive capacity by the Suncorp Group or been a
director aftar ceasing to hold any such employment.

+  Within the 1ast three years has not been a prindipal or
empioyee of a professional advisor or a consultart
whase annual billings to the Suncorp Group represent

greater than 1 percent of the Compary's annual
{before tax) profit or greatar than 5 percent of
the professional advisor's or consultant's iotal
aninual biflings.

» |5 not a supplier or customer whose annual revenues
from the Suncorp Group represent greater than
1 percent of the Company's annual (before tax) profit or
greater than & percent of the suppliers, or customers,
total annual revenue.

s Has no material contractual relationship with the
Suncorp Group other than as a director of the
Caompany.

*  Has no other interest or relationship that could interfere
with the director's abiity to act in the best interests of
the Company and independently of management.

The assessment of director independence made by the
Board, included reference to the foliowing Crcumstances:

a) Director Associations with a Professional Advisor
or Consultant:

Two directors, Messrs Story and Bartiett have, in the fast
three years, held or continge to hold, a position of
principal with firms providing professiona advisory
services 1o the Suncorp Group.

Mr Story is a member of Corrs Chambers Westgarth
Lawwyars, which provided legal services to the Suncorp Group
throughout the year,

Mr Bartlett was, untii 30 June 2003, a partner of Ernst &
Young, a firm that provided audit and consultancy services to
a Suncorp Group subsidiary company until Ociober 2002.
Daring the period those services were provided, b Bartlett
did not act as signing pariner or appointed auditor for any
Suncorp entity. Ernst & Young continued o provide some
non-adit services 1o the Suncorp Group during the year,

In ail the above crcumstances, none of the elationships or
the services provided were or are deemed matersial in that
they were within the Board determined policy limits referred
to above,

Two directors, Messrs Kriewaldt and Kennedy have acted as
cansultanis or advisors to firms providing professional
advisory services 1o the Suncorp Group.

Mr Kriewaldt acted as a consuitant to Acn Hoidings
Australia Limited and Aliens Arthur Robinson Lawyers, which
provided insurance brokerage and legal services to the
Suncorp Group respectively, throughout the year.

Mr Kennedy acted as a member of an Advisory Board 1o
Blake Waidron Dawson Lawyers, which may have provided
legal services to the Suncorp Group, throughoot the year.

The Board does not believe those relationships could affact
the respective directors’ independence in relation 1o any
matter other than in the selection of a service provider.
However, the selection of a service provider, other than for
the provision of audit services or for matters of a strategic
natura, are the responsibility of management and such
decisions are made in the ordinary course of business,
without any reference to any directors or the Board.
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Such a determination regarding independence does not
however change a director's obligations in relation to
addressing matters of conflict of interest, and i is important
from: a corporate governance standpaoint to distinguish
between those concepis.

The procedures adopted by the Board 10 address actual or
potential conflicts of interest are included in the Board
Charter and require directors 10 keep the Board advised, on
an ongoing basis, of ary interest that could potentially
corflict with those of the Company. Where the Board
believes that a conflict exists, the director concerned does
not take part in any decision assodiated with the matter,
inciuding, as appropriate, not receiving the relevant board
papers, not baing present at the meeting whilst the item is
considered and not being informed the dedsion has been
taken.

b) Tenure in Office

The best practice guidelines also suggest that a director will
pe indepandent if the director ‘has not served on the Board
for a period which could, or could reasonably be percaived
to, materially interfere with the director’s ability to act in the
best interests of the Company”.

As disdlosed previously in this Statement, the longest tenure
of a director on the Suncorp Group parent entity Board is
eight years and seven months, although two current
directors, Messrs Kriewaldt and Cormie were directors of
the Suncorp and GIDC entities respectively for some seven
years priof 1o the mersger with Metway Bank Limited in
December 1596.

The Board do not consider those service perinds 1o have in
any way interfered with the respective directors' abilty fo act
independently and in the best interasts of the Company.

Board Appraisal

& stractured process has been established to review and
evaluaie the performance of the Board. Each year, a survey
of directors is coordinated by the Chairman to review the
rofe of the Board, 1o assess the performance of the Board
aver the previous 12 months and to examine ways of
assisting the Board in performing its duties more effectively,
such as through further education.

Director Remuneration

A5 indicated elsewhere in this statemeant, the Nomination
and Remuneration Commities has resporisibility for
recomnmending appropriate remunesation arrangements for
directors. Recommendations are based on independerit
advice and factors such as the overalt performance of the
Company and the demands placed on directors in
performing their role.

The tofal remuneration pool available for distribution to
directors is determined by shareholders at the Annual
General Meeting and was last considered by shareholders in

March 1997, Also, shareholders have approved a directors
retirement plan {Plan) which entities directors to be paid a
retirement benefit based on the highest total emoiuments
paid to a director during any consecutive three year pericd,

The movernent in the retirement benefits provision for each
director during the year and the amount of retirement
henetits paid to retiring directors during the year under the
terms of the Plan, are provided in the ‘Directors
Remuneration’ note in the 2003 Annual Report and
Concise Report.

Following a reviews of director remuneration, the Board have
resolved 1o phase out the retirement benefit arrangements in
the following manner:

e The compary will cease to offer retirement benefits to
non-execuive directors appointed after 30 june 2003,

e Direciors in office at 30 june 2003 remain contractually
entitied to a retirement benefit. However those directors
have agreed 1o Cap their benefit entitlement as at
30 june 2004 and amortise their respective benefits
entitiernent from that date, over the period they remain
in oifice, at a rate equivalent to 20 percent of their
annual directors’ fees,

Those directors will remain entitled 1o receive the
greater of:

1. the amortised balance of their retirerent benefit at
the date thay retire from office; or

2. an amount equal 1o 25 percent of the total
emoluments they received as a director over the
period from the date of their appointment as a
director to 30 June 2004,

* Inrecognition of the phasing out of the retirement
benefits, directors’ fees will be increased by 25 percent.
For directors with accrued benefits, this increase will
apply from 1 July 2004, being the date of
commencerment for the amaortisation of thelr retirement
hanefits. For directors with no accrued benefit, the
increase will apply from: their date of appointment.

Directors believe these arrangements meet the intent of
recent guidance on directors' remuneration while giving
appropriate recognition to directors past service and
contractual rights.

Full details of directors’ benefits and interesis are set out in
the Directors’ Report and Director Remuneration section of
the notes to the 20032 Annual Report and Condise Report.

Birector and Senior Management Dealings in
Company Securities

The Suncorp Constitution permiis directors o acquire
securities in the Company, however Hs share dealing policy
prohibits directors and senior management from dealing in
the Company’s securities or exercising options for a 30 day
period prior 1o



+  the release of the Company's half-year and annual
restlts to the Australian Stock Exchange;

+  the Annual General Meeting:

s any major announcements; and

+  and at any time whilst in possassion of price sensitive
information,

Directors {including the Managing Director) must advise the
Chairman of the Board before buying or selling securities in
the Company. The Chairman must advise the Chairman of
the Audi, Business Risk and Compliance Committee befora
buying or seiling securities in the Company. All such
transactions are reported 1o the Board.

in accordance with the provisions of the Corporations

Act and the Listing Rules of the Australian Stock Exchange,
the Company advises the ASX of any transaction conducted
by directors in securities in the Company. Full details of this
policy are available on the Company's website under
‘Corporate Governance’.

independant Professional Advice

in accordance with the terms of its Charter, the Board
collectively and each director individually, may take,

at the Company's expense, such independent professional
advice as is considered necessary 10 fulfi their relevant
duties and responsibiliies. A director seeking such advice
must obtain the approval of the Chairman and such
appraval may not be unreasonably withheld. A copy of
advice receivaed by a director is made available 10 ali other
members of the Board except where the dircumsiances
make that inappropriate.

Birector Education

The Company has an informal process 1o educate new and
existing directors about the nature of the business, current
issues, and the Corporate strategy. Direciors also regularly
visit the Sunicorp Group's business units and meet with
management 1o gain a better understanding of business
operations.

Board Committees

in order to provide adequate time for the whole Board to
concentrate on strategy, planning and performance
enhancement, the Board has delegated certain spedific
duties to Board committees. To this end the Board has
established four comittees each with a defined charter,
to assist and support the Board in the conduct of its
duties and obligations. The structure and membership

of the Cornmitteas and the Comrittee Charters are
reviewed annually.

Copies of the charters for the Audit Business Risk and
Compliance Commitiee and the Momination and
Remuneration Commitiee are available on the
Company's website under "Corporate Governance’.

Audit, Business Risk and Complisnce Committee

The primary role of this committee is o monitor and review
the effectiveness of the Suncorp Group's control
environment in the areas of operational fisk, legal/requiatory
compiiance and financial reporiing.

Specific issues addressed by the committee throughout the
year, in accordance with its Charter included:

*  Evaluation of the Suncorp Group's Reinsurance
Program.

s Bvaluation of the Suncorp Group's compliance and risk
management structure and procedures,

s Business Continuity Planning.

»  Financal Senvices Reform Legislation - Licence
applications.

s Audit Planning.

s Reviewing internal and external audit reports 1o ensure
that where weaknriesses in controls or procedures have
been identitied, appropriate and promp remedial action
is taken by management.

s Reviewing the effectiveness of the internal audit
function.

s Reviewing half-year and annual financial statements
and reporis prior to consideration by the Board.

Adl four permanent members of the commitiee, as listed
below, are independent, non-sxecutive directors. To further
enhance the independence of the audit fundions,

{both internal and external} there are no management
representatives on the commitiee, however the Managing
Director, Chief Financial Officer, and the internal and external
auditors are invited to committee meetings at the discretion
of the commitiea,

The commitiee also holds discussions with the auditors in
the absence of management on a regular basis and the
provision of non-audit services by the external auditor is
reviewed Dy the committae to ensuse the integrity of the
auditors independence is not prejudiced,

Membership: | D Blackburne (Chairman}, M D E Kriewaldt,
J ] Kennedy (appointed 1 April 2003}, 1 G Story {ex-officio
from 7 March 2003, C Hirst (resigned 1 April 2003).

W} Bartiett was appointed a member of the committee
effective 1 August 2003,

{At the date of this Statement, the qualifications of the
members of the committee satisfy the reguirements of the
best practice guidelines.)

Board Credit Committes

The primary rofe of this commitiee is 10 monitor the
effectiveness of the Credit function of the Suncorg Group to
control and manage the credit risks within the Suncorp
Group, including the loan, investments and insurance
portfolios and 1o identify and monitor the Suncorp Group
balance sheet risk {interest rate risk and Eguidity risk) within
limits set by the Board.

Membership: R F Cormie (Chairman;, JJ Kennedy,

1 B Story {ex-officio from 7 March 2003), P Handley {resigned
31 March 20035, C Skilton (appointed 23 September 2002),
C Hirst (appointed 1 April 2003), W S Jones (resigned

23 September 2002)

wwastiment Committes

The primary role of this commitiee is 1o monitor the
effectiveriess of the investrment processes of the Suncomp
Group in achisving ootimum retarn relative to risk.

Thiz includes endarsemeant of investment stratagies,
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manitoring investrnent performance to ensure the returns
and risk profile of the portiolios are in accordance with
investment mandates and that processes and systems
commply with the various legislative requirements,

Membership: W D E Kriewaidt (Chairman from

1 April 20033, R F Cormie, C Skilton (appointed

23 September 2002}, C Hirst {(appointed 1 April 2003,
} 0 Story (ex-officio from 7 March 20033, W S Jones
(resigried 23 September 2002), P Handley (resigned

31 March 2003).

Momination and Bemuneration Commitiee

The Momination and Remuneration Committes (previously

calied the MR and Remuneration Corarnitiee) is responsibie

tor making recommendations to the Board on:

*+  Appoiniment and removal of directors,

+  Board performance.

+  The remuneration of directors and the remuneration
and perforrmance targets of the Managing Director.

*+  Remuneration and performance targets of direct reports
o the Managing Birector.

*+  Appointments to and terminations of Senior Executive
positions reporting to the Managing Birector.

+  Remuneration and human resource policy matters,
An explanation of the Company’s remuneration policies
is set out in the Directors’ Report in the 2003 Annual
Report and Condise Report.

+  Review board and management succassion planning.

Membership: ] T Story (Chairman), | D Bladkburne,
C Hirst {appointed 1 April 2003), P Handley (resigned
31 March 2003}

Risk Management and Internal
Corntrols

The Company is required to manage a diverse and complex
range of significant risks. Details of those risks and the type
of controls and structures that are in place to ensure they are
effectivaly managed, are set out in the ‘Risk Management’
section of the notes to the 2003 Annual Report.

Haowever the Board has also established the following
internal cantral framework:

+  Financial Reporting — The Board receives reporis
monthly from management on the financial
performance of each business unit within the Suncorp
Group. The reporis indiude detalls of all key financial
and businass resilts reporied against budget, with
regular updates on yearly forecasts. The Managing
Director and Chief Financial Officer attest to the
integrity of the finandal reports provided o the Board
each month and provide a written statement io the
Board, in relation the Suncorp Group's half year and full
year statutory accounts, that meets the requirements of
best practice recomrendation 4.3,

*  Continuous Disclosure - The Company has in place
poticies and procedures to ensure all shareholders and
investors have equal access 1o the Company's
information and that all pace sensitive information in
relation to the Company’s listed securities is discliosed
to the ASX, in accordance with the continuous
disclosure requirements of the Corporations Act and
ASK Listing Rules,

The fdanager Investor Relations has prirnary
responsipility for alt communications with the ASX

and all Company announcemeants are placed on the
Company’s website at www.suncorp.com.au, foliowing
release 1o the ASX. A copy of the Company's disciosure
poficy s available on that website under *Corporate
Governance'.

«  Compliance — Policies and procedures are also in
place 1o ensure the affairs of the Suncorp Group are
being conducted in accordance with good corporate
governance practices, These procedures also ensure
executive management and the Board are made aware,
in a timely manner, of any material matters affecting the
operations of the Suncorp Group that may need 1o be
disclosed in accordance with the Company’s disclosure
paficy, referred 10 above,

These policies and procedures require all senior
management personneal 1o complete a ‘due diligence’
report on a monthly basis, using an astomated
reporting system. Those reports are designed to identify
any areas of non-compliance with legislative and
regulatory requirements as well as internal polides and
proceduras.

All matiers identified are retained on each subsequent
monthly report until the matter is finalised to the
satisfaction of the appropriate level of management
or in some circumstances a Board corenittee or

the Board.

A due diligence report for the Suncorp Group is signed
by the Managing Director each month and a copy of
that repart is provided to the members of the Audit
Business Risk and Compliance Committes,

Code of Conduct

Directors, management and staff are expected to perform
their duties for the Suncorp Group in a professional manner
and act with the utmost integrity and objectivity, striving at
ail times 10 enhance the reputation and performance of the
Suncorp Eroun.

I accordance with this philosophy, a Code of Conduct has
been adopted that draws together many of the policies that
were already in place across the Suncorp Group. A copy of
the Code of Conduct is available on the Company's website
under ‘Corporate Governance’.
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Directors’ report

for the yvear ended 30 ine 2003

Your directors present their report on the consolidated entity
consisting of Suncorp-hetway Lid (“"the Company”) and the
entities it controlied at the end of, or during, the year ended
30 June 2003

Drivectors

The directors of the Company st ary lime duging the financisl
year and up 1o the date of this report are:

lahry D Story {Chairman)

lahrs F Mulcaky {Managing Director, appointed 6 lanuary 2003}
William J Bartleti {appointad 1 July 2003)

Or lan D Blackburne

Rodney £ Cormie

Or Cherrell Hirst AO

lames § Kennedy AG CBE

Martin O E Kriewaliot

Christopher Skiltors (ChieT Financial Officer and Executive
Directar appointed 13 Movember 2002)

R John Lamble AD was a direcior and Chairman from the
beqginning of the financial year undil his retirement on
7 March 2003,

W Steven Jones was the Managing Director from the beginning
of the financial year until his resignation on 23 September 2002,

R Patrick Hargdley was a directar from the beginning of the
financial year until his resianation on 31 March 2003

lohry D Story was a director for the whole of the financial year
and was appointed Chairman or 7 March 20030 He was
Deputy Chairman up unitif this date.

Particulars of the directors’ quadifications and experence are sei
out under Board of Directors in the Annual Report.

Principal activities

The principal activities of the consolidated ertity during the
course of the year were the provision of banking, general and
fife insurance, superannuation and funds managemeant
products and related services to the retail, corporate and
commercial sectors.

There were ac significant charges in the natare of the activities
carried out by the corsolidated entity during the year.

Review of operations

Consolidated profit from ordinary activities before amortization
of goodwill and related income tax expense for the year ended
30 June 2003 was 3612 million (2002 3465 miliion).
Conselidated profit from ordinary activities alier amortisation of
goodwill and income tax was $384 millior (2002: $311 milliors.

Further information on e operations of the corsolidated
entity, and the resulis of those operstions, car be found in the
Chairman’s Letter 1o Sharehodders and the Managing Director’s
Letter (o Sharsholders in the Annual Report.

Ebvidends

A Tully franked 2003 interis ordinary dividend of 3137 miliion
(26 cents per share} was paid on 31 March 2003, A fully
frarked 2003 final dividend of $139 millior: {30 cents per
share) is recommended by directors.

Further details of dividends provided for or paid are et cut in
Mote 25 on page 74 of the consolidsted financial report.

significant changes in the state of affabs

Significart changes in the state of affairs of the consolidated
ardity during the financial year were as {ollows.

On 11 March 2003 the consolidated entity underweni an
erganisatioral restructure aleng the four business lines (Retail
Barskirsg, Business Banking, General Insurance, and Weslth
Managemeni), plus key support areas. As part of the
restruciuring a numer of changes were made 10 the senior
executive ieam, reporting 1o the Managing Direcior.
Subsequent 1o the organisational restruciure a revised
leadership and struciural Tramework was implementead
throughout the consolidated ertity.

During the financial year, the Campany entered inio the
following berchmark transactions:

Month Amount Maturity

Ociober 2002/ Eure 300 million 3 years

fanuary 2003

April 2003 AUD £80 million 3 years/
3 42 years

fune 2003 U5D 250 million 10 years/

nar-cali 5 years
In September 2002, the Company completed a 3750 million
lean mortgage securitisation (AFOLLO Series 2002-2}. The
securities were sold in domestic markets. & further foan
mosigage securitisstion of 3782 milliors was compieted in
fune 2003 (APOLLO Series 2003-1E). The securities were sold
in both domestic and offshore markets.

In June 2003, the Campany successfully completed its
inaugural bend offering in the US market, with a

UsD 250 million offering of subordinated 144A/Rey S bonds.
The offering was made in two tranches: a 10 yearmon-call

5 year tranche of USD 150 million and a 10 year tranche of
USD 100 million. Both tranches were rated A3/BER+ and
priced at 1.350 percent over US Treasuries, yvielding coupons of
3.50 percerd and 4.625 percent respectivaly.

fMatters after the end of financist year

Mo matters or circumstances have arisen since the end of the
financial year which have significantly affected or may
sigriificantly affect the operations of the consolidated erdity,
the results of those operations, or the state of affairs of the
consclidatad entity in subsequent financial years.



Directors’ report

for the yvear ended 30 June 2003

Environmental regulation

The operations of the consolidated antily are not subject to any
particular significant environmental regulation under any law of
the Commarswealih of Australia or any of its states or
terfitories. The consolidated entity may however become
subject to environmental regulation when enforcing securities
over larnd {or the racovery of loans,

The consofidated entity has not incurred any lability (including
for rectification cosls) under any envisonmental kgislation.

Likely developments

information as to the likely developments in the operations of
the consolidated entity 15 set out in the Chairman’s Letier to
Sharehoiders ard the Managing Directors Letier to
Sharehoiders in the Annual Report.

& new Code of Banking Practice is to be implemeriied across the
Banking industsy during 2003, Owing 10 the iate finalisation of
the proposed Code of Banking Practice (CODE), developed Dy the
Austratiar: Bankers Assodation, and the need for Turiber
development of internal processes, the consalidated entity wilt
now adopt the new CODE in 2004, We wilf also offer additional
options 10 Guarantors, in respect of the disclosure irdarmation
cutiired in the Guarargees section of the new CODE.

The Financial Services Reform Act ("the FSR Act”), requiated by
the Australian Securities and Irvesimerds Commission, was
introduced on 11 March 2002 The FSR Act containg a two-
year transitional period for the majority of changes. The
corsoiidated entity is currently targeting September 2003 1o
obtain the Australian Financial Services Licences reguired 1o
function under the FSR Act. These licerces wilf be obtained
once alf FSR Act specifications have been satisfied and the
consofidated entity determines to moave info the FER Act
regime.

Further information on likely developments in the operations of
the consolidated entity and 1he expected resulls of operations
have not been included in this repor! because the directors
pelieve it would be likely 1o result in urnreasonable prejudics to
the consolidated entity

Insurance of officers

During the financial year ended 30 june 2003, the Company
paid insurance premiums in respect of & Direciors” and Oficers’
Ligbifity insurance contract. The contract insures each person
whin s o1 has heen a direclor or executive officer (as defined in
the Corporations Act 2007) ol the Compary against certain
liabilities arising in the course of their duties 10 the Company
and ity controlled erdities. The directors have not included
details of the nature of the liahilities covered or the amount of
the premius paid in respect of the insurarce contract as such
disclosure is prokibited under the terms of the contract.

indemnitication of officers

Under the Compary’s Constitution, the Compary indermifies
sach persorn who is or has been a director or officer of the
Company. The indemmity refates 1o all ligbilities 1o another
party {other thar the Company or 4 related body corporate}
that may arise in connection with the performance of their
duties to the Company and its controlled entities, except
where the liability arises out of conduct involving a lack of
good faith. The Constitution stipulates that the Comparry will
meet the full amount of such liabilities, incleding costs and
expenses incurred in successfully defending civil or <riminat
proceedings of in connection with an application, i relation
to such procesdings, in which refie] is granted under the
Corporativns Act 2007.

Directors’ and senior executives” emoluments

The Mominations and Remuneration Commitlee 8 responsible
for making recommendations 1o the Board on remuneration
podicies and packages applicable 1o the directors and seniar
executives of the consolidated entity. The broad remuneration
palicy is to ensure the remuneration package properly reflects
the person's duties and accourdabifities and leved of
performance, and that remuneration is competiive in attracting,
refaining and motivating people of the highest quality. Executive
remurieration and other terms of employment are reviewed
armudgily having regard 1o performance against goais set at the
start of the year, relevant comparative information and expert
ardvice.

The consolidated entily's remuneration policies are desigred 1o
align executives’ pays with the interests of 1he shareholders by
including performance-related pay. These payments are linked
1o the achievemnent of individual abjectives that are relevard to
meetirg the consolidated entily's business objectives.
Empioyees including executive directors and senior executives
rmay raceive annual bonoses based on the achisvement of
specific goals related 1o the performance of the conselidated
erstity including operational resuls. Non-executive directors do
not receive any performance-related semuneration.

Performance-related pay may inciude deferred ordinary shares,
The number of shares that vest & dependent o the
performance of the consolidated entity over a three-year
period. The measuremerd of the consolidated entity's
performance & based on "Tofal Shareholder Returm” compared
with g peer comparator group of listed entities.

Remuneration of non-executive directors iy determined by the
Board within the maximum amount approved by the
shareholders which is $1,500,000 total Tor all non-executive
directors. Non-executive direciors are also entitled 1o retirerment
henefits in accordance with & shareholder-approved schame,

Note 39 sets out the details of the nature and amount of
each major element of emoluoment for each director and for
each of the Group Executives of the Company and the
consolidatad entity.
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Directors’ report

for the yvear ended 30 ine 2003

Options

The Comparry i longer grants options over unissued ordinary shares to empioyess ag part of their remuneration. Crdinary shares in
the Company were issued during the year ended 30 June 2003 on the exercise of options granted i previous financiat years under
the executive oplion plan. These are st out in note 4d on page 129 of the consolidated financial statamends.

Divectors’ interosis

The relevard interest of each director i the shares, deberdures, inlerests in registered schames and righis ar options over such
instruments issued by the Company, as notified by the directars to the Australian Stock Exchange in accordance with section
205G(1} of the Corporations Act 2007, at the datz of the report iy as follows:

Options
Fully paid avar
ordinary  ordinary
shares shares
15 Story
1 F Muleaby
{ D Blackburne
R F Cormie
C Higst
11 Kennedy
M D E Kriewsldt

C Skiltor: 350,000

Directors’ meetings

The number of direciors” meestings (including meatings of cormmittees of directors) and number of meetings attended by each of
the directors of the Company during the financal year were:

Audit, Business Momination
Risk and and

Board of Compliance investment Credit Remuneration
Directors Cornmitiee Committes Committes Committes
A B A B A B A B A B

15 Story

1 F Muleaby

i D Blackburne

R F Cormie

C Higst

11 Kennedy

M D E Kriswaldt
C Skilton

R 1 Lambleds
WS Jones

R P Handdley

Column A incicates the number of meetings held during the year while the director was a member of 1he Board or Commiltee.

Column B indicates the number of meetings atterded by the director during the year while the director was a member of the
Board or Commitiee,

T Represents the number of cormmittes meetings attended by Mr Story during the period 1 luly 2002 to 7 March 2003 only. Mr Stary was appoinsted
Chairman of the Board on 7 March 2003 and attended some meetings of the commitiees after that date in an ex-offico capacity.

W W haalcably attender commities meetings in &t ex-officio capaciy.

@ M tagnbie was Chairman of the Board for the period 1 sy 2002 to ¥ dMarch 2003 ang duwing that period he sttended some meetings of all
cormmittess in an ex-offico capacisy.



Directors’ report

for the yvear ended 30 June 2003

Bounding of amounts

The Corpary is of a kind refersed to in ASIC Class Crder 98100 dated 10 July 1998 and in accordance with that Class Orger,
amounts in the annual financial statements and directoss’ report have been rounded off 1o the nearest one million dodlars uniess
oitherwise stated.

Signed in aceordance with a resclution of the directors.

John D Story
Chairman

John F Mulcahy
Managing Direcioy

Zrishane
2% August 2003
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Financial performance

et intersst income - banking ($m)

Fees and commissions - banking ($rm)

Premium reverise - general insurance {$m) @
Premium raversse - fife insurance ($rm) s

- general insurance {Sm)
- fife insuranca ($my o
Claims experise - general insurance ()
Claims experse - dife insurance (Fmyais
Cperating expenses (S}

Bad ard doubtiul debts expense ($rm

Profit from ardinary activities before amortization of
goodwiil and income tax (3}

Met profit attributable to members of the parent erstity {$m}

rsrestment reverue
irsrestment revenue

Contributions to profit before tax and goodill

Banking (3m)

Gereral insusance (fm) s
Wealth managemerst {$m)
Other ($m}

Financial position

irvestment securities — general insusance ($m)
rvestment securities — lite insurance (S
Loans, advances and other receivables (3m)
Total assets (S

Deposits and short term bamowings ($m}

Outstanding daims and unearred premiums provisions (o) @
¢ 8

Life insurance gross policy liahilities {$m) e

Total liabilities {$m) i

Total equity (Fmj @

Sharcholder summary

Dividencls per ardinary share {rents}

Payout ratio (basich {9%)

Weighted average number of shares (basic) (million)
Met tangible asset backing per share {basic) (33
Share price at end of perind (3}

Performance ratios

Return o average shareholders’ equity {basic) (%)
Return o average tolal assets (%)

Productivity

Group efficienty ratic (%)

T The assets, labilities, income and expenses of the fife insurance st2tuzory funds are shows above wheie noted but were not included in the

consolidated entity’s financal report orior to 2000,

2003

Summary of key financial information

for the yvear ended 30 ine 2003

2002 2000 2000 1995 1998 1997 &
550 514 475 470 472 355
155 123 97 108 13 62
2,018 824 788 725 703 387
7& 610 543 572 395 220
73 243 264 197 212 300
27 221 307 208 173 195
1,697 210 B84 655 674 407
58 396 486 587 465 247
1,126 615 604 602 551 419
39 37 28 20 61 22
463 521 520 336 304 243
311 395 335 247 233 158
243 284 229 157 157 117
0 163 21 169 120 108
54 69 76 25 24 16
g 5 4 5 3 1
4,375 3091 2,824 238 2,183 34618
3,161 3000 2732 2488 2401 2490
22,955 20,146 1R067 168769 15,812 14,644
35,435 29717 26219 21484 21,424 19,508
18,176 16908 14,309 11,671 11,846 11,734
4,591 2343 2128 2087 2038 1,902
2780 2631 2383 2136 2038 2088
32,073 27,000 24,255 15596 19,609 18,172
3,362 2717 1,824 1,888 1813 1,736
54.0 52.0 46.0 44.0 44.0 40.0
96.6 5840 609 £7.2 652 66.4
514.2 3253 3165 3051 2924 2824
3.83 5.41 372 326 243 2.62

1231 1500 8.462 9.00 816 5.94

1140 1970 2213 2325 75 2284
1.06 1.58 1.40 1.16 1.13 0492

285 294 285 MR MAA, MAA,

@ From 2002 the consalidated entity bas fully adopted the requirements of Accounting Standard AASE 1032 “Life Inswrance Business”, which resusted
i@ raduction in pramium vande, investment revene, claims expensa, and policy liahilities.

@ The Suncorp/Metway QIDC mergar took place on 1 December 1936,

A The acopasition of GIO coourred effactive 1 luy 20031

Refer page 136 for ratio definitions.



Income from ordinary activities
Banking interast revenue
Banking interast expense

General insurance premism revense
Life insurance premium revenue
Banking fee and commission revenue
ganking fee and comemission expense
Reinsurance sng other recoveries revenue
General insurance investiment revenie:
INSUFENCE provisions
shareholder Tunds
tife insurance investnent revenue
Other revenus
Share of et profiss of associates sccounted for
using the equity method

Total income from ordinary activities

Expenses from ordinary activities
Operating expenses from ordinary activities
General insurance claims experse

Lifa insurance dlaims expense

Cutwards reinsufance premium expense
Decrease in net life insurance policy liabilities
ncrease in policy owner retained profits
Non-banking interest expense

Total expenses from ordinary activities

Profit from ordirary activities before bad and doubiful debits
expense, amertisation: of goodwill and refated income 1ax expense

Bad and doubtlul debils expense

Profit from ordirary activities before amortisation of goodwill and

related income tax expense
Aerortisation of goodwit

Netes

3
3

2718}
3, 28{a)
3, 29(a)
3, 27a)
3, 27a)

3, 2%
3

38

&
283
2%a)
283, 29(a)
29{a)
29(2)
282

Profit from ordinary activities before related income tax expense

income 1ax expense refating to ordinary activities

Net profit attributable to members of the parent entity

Decrease in retained profits on the initial adoption of revised

AA5E 1028 “Employes Benefits”

Total changes in equity other than those resuiting from

transactions with owners as owners

Basic sarnings per share
Diluted earnings per share

Statements of financial performance

for the yvear ended 30 June 2003

Consolidated

2003
&m

2002
$m

1514
(964}

550
2,018
76
155
(443
2494

173

27
241

3,500

(1,126)
(1,697}
(58)
{167
30
(24)
{14}

{2,596)

504
39

465
(B0}

405
(94)

3n

Cents
SRO2
5T AT

Company

2003 2002
$m $m

411

The consolidated statement of financial performance includas the revenue and expenses of the Statutory Funds of the
vorsoiidated entity's life insurance business which are subject to restrictions under the Life Insurance Act 1995 ("the Life Act™).

Refer note 29400 Tor further details.

The sbove statements of Bnancial performance should be read in conjunction with the accompanying notes.

Ledig (Enuuy £07 dicaung

W
]



Haday (enuuy £o07 diaosung

'S
=)

Assets

Cash and liquid assets

Receivablas due frorn other financial institutions
Trading securities

investmnent securities

investrents in associsies

Loans, advances and other receivables

Due from controlled entities

Property, plant and equipment

Defarred tax assets

intangible assety

Excess of net market value of interests in life insurance
conirofled entities

Other firancial agseis

Total assets

Liabilities

Deposits and short term borrowings

Payables due 1o other financial institutions
Payables

Current tax liahilities

Prowisiors

Due to controlled entities

Deferred tax liabilities

Cutstanding claims and unesrned premiums provisions
Life insurance gross policy liabilities

Palicy erwener retained prodits

Bonds, notes and long t2rm borowings
Subordinated notss

Total liabilities
Net assets
Ecaubty
Contributed equity
Reserves

Retained profits

Total parent entity interest

Outside equity interests in controdied entities

Total equity

Statements of financial position

&5 at 30 lune 2003

Motes

17

18
38

19
20

21
22

23
24

Consolidated
2003 2002
&m $m

1194
57
1,494
7,544
a6
22,955

206
143
1,069

16
587

35,435

18,176
70

832

72

329

198
4,591
2,780

271
3,952

802

32,073
3,362

2777
22
557

3,356

3,362

Company
2003 2002
S 3m

E64
37
408
2,060

21 444
1,235

18,745
37
337
BE

162
227

2,777
21
146

2,944

2,944

The consolidated statement of finarcial position includes the assets and liabilities of the Statotory Funds of the consolidated entily’s
fife insurance busiress which are subject to restrictions under the Life Insurarce Act 1995 ("the Life Act”). Refer to note 29(c) Tor

further details.

The sbove statemants of fnancial position shoutd be read in conjunction with the accomparying nates.



Statements of changes in equity

for the yvear ended 30 June 2003

Consolidated Company
2003 2002 2003 2002
Notes Em $m $rm Fm

Contributed eguity

Ordinary shares

8slance &l the beginning of the financiat year

Corversion of capital notes

issue to fund GIO acguisition

Group executive option plan

Share purchase plan

Dividend reirvesiment plan

Trarsaction costs

Balance a the end of the financisl year 23

Converting capital notes
8alance &l the beginning of the financial year
Conversion to ordinary shares

Balance A the end of the financial year 23

Preference shares

Balance at the beginning of the financiat year
New issue 1o fund acguisition

Asgociated transaction costs

Balance &l 1he end of the financisl year 23

Total contributed equity
Heserves

Asset revaluation reserve
Opening balarce
Ciosing balarce

Pre-conversion reserve
Opening balarce

Cinging balance

Total reserves 24
Retained profits

Balance at the beginning of the firancial year

Het profil attributable to membiers of the parent entity

Totlal available for approgriation

increase in retained profits on the initial adoption of AASE 1044

Y Provisions, Contingerst Liabilities and Contingent Assets” 2
Decrease in retained profits an the initial adoption of

revised AASE 1028 "Employee Benefits” 2
Ordinary share dividends provided for or paid 25
Preference share dividends provided for or paid 25

Retained profits at the end of the finandial year

Total parent entity interest in eguity

The sbove statements of changes in aouity should be read it conjunction with He accomparying notes,

546
3n

as7

35
411

448

Ledig (Enuuy £07 dicaung

2



Haday (enuuy £o07 diaosung

'S
]

Statements of cash flows

for the yvear ended 30 ine 2003

Consolidated Company
2003 02 2003 2002
Notes m $rm m Fm

Cash flows from operating activities

interast received 1,536
Dividends received 208
Pramiums receiver -
Reinsurance and other recoveries received -
Other operating ravenue received 377
interast paid (999}
Outwards reinsurance premiufms paid -
Claims paid -
Cperating expenses paid (411}
incorne taxes paid — operating activities (21}
Net cash inflow from operating activities 40 690
Cash Howes from Investing activities

Payments for purchase of controlied entities, net of cash acouired (%,333 (1,139}
Payments for purchase of investments in associates (8O} -
Payments for plant and equipment (96} (2}
Praceeds from disposal of plant and eguipmerdt 5 1

Met {purchase) disposal of barking securities 172 156
Net increase in loans, advances and other receivaies (1,848} (2,533}
Payments for insurance investments (337233 -
Praceeds from disposal of insurance invesimerds 33,860 -
incorne taxes paid — investing activities (42} -
Net cash outflow from investing activities (3,537}
Cash flowes from financing activities

Proceeds from issue of shares 616
Proceeds from issue of subordinated notes 267
Froceeds from net increase in borrowings 2,781

Dividends paid (277}
Net cash inflow from financing activities 3,387
Net increase {decrease) in cash and cash equivalents 540
Cash at the beginring of the financial year 144
Cash acquired on acquisition of controlled entities 35 -
Cash at the end of the financial year g 684

The above statemants of cash flows should be read in conjunciion with the accompanying notes.



1. Summary of sigeificant accounting polices

This general purpose financial report has been prepared in
accordance with the Banking Act, Accounting Standards, other
authoritative pronouncements of the Australian Accounting
Standards Board, Urgent Issues Group Consensus Views and
the Corporations Act 2007.

it i3 prepared in sccordance with the historical cost convention,
except for certain assetls which, as notad, are at valuation,
Uniess otherwise stated, the accounting policies adepted are
corsistert with those of the pravious year. Comparative
information is reclassified where approgriate {o enhance
comgparability.

a) Principles of consolidation

The corsoiidated financial statements incorporale the assets
and fiabilities of all entities controlled by the Compary as at

30 June 2003 and the results of alf controlied entities for the
year thers ended. The Company ardd s controlied entities
together are refersed to in this linancial repori 83 the
corsoiidated entity The effects of al transactions between
enities in the conselidated entity are eliminated ir full. Outside
equity interests iy the results and equity of controlled entities
are shown separately in the consolidated statement of financial
performance and staternent of finandial position respectively

Where control of an entity is obtained during s financial vear,
its resuits are included in the consclidated statement of
finarcial performance from the date on which control
commences. Where cordrol of an ertity ceases during a
finarcial vear its results are included for that part of the year
during which control existed.

in relation {o the consolidaied entity's lde irsurance business,
which is conducted by Suncorp Life and Superannuation
Limited, assets, fiabilities, revenuss and expenses are
recognised in the consolidated financial report irrespactive of
whether they are designated as relating 1o policy owrers or the
shareholder. The shareholder's entitiement to mories held in
the Staiutory Funds is subiect 1o the distribution and transfer
restrictions and other reguirements of the Life Insuranee Act
1995 ("the Life Act"}

Arry excess in the valuation of entities controlled by Suncomp
tife arwd Superannuation Limited over their recognised net
assets s disclosed in the consolidated financial report a3 an
irvestinent entitled “Excess of net market value of interests in
controlied entities”. The recoverable amount of this asset is
agsessed regularly.

b} Acquisitions of assets

The purchase method of accounting 15 used for al scauisitions
of a5sets regardless of whether equity instruments or other
assets are acquired. Cost is measured ay the fair value of the
assels given up, shares issued or fisbifites undertaken at the
date of acquisition plus incidentsl costs directly attributable w
the scquisition. Where equily instruments are issued in an

lotes to the financial statements

for the yvear ended 30 June 2003

acguisition, the value of the instrumersdts is their market price as
al the geguisition date, unless the rotionad price at which they

could be placed iy the market i a better indicator of fair value.
Transaction €osts arising on the issue of equity instruments are

recognised direcily in equity.

Prawisiony for restraciuring costs are recogrised as at the date
of acguisition of an entity on the basis described in the
accounting policy note for restruciuring costs (note 1ac.

Goodwill is brought to account on the basis described in
ryte i

¢} Revenue

Banking activities

frnterest income

Interest income is recognised a5 it accruas.
Non-iriterest income

Fees and commissions are brought to account on an accruals
basis, Material non-refurdable front-end feeys that are yield
related and do ot represent cost recovery are taken to the
statement of financial perfomance over the pericd of the loan.
Nor-yield related application and activation lending fees
received gre recognised as income when the loan is dishursed
or the commitment 1o lend expires. Fees received an an on-
going basis that represent the recoupment of the cosis of
providirg service, for example maintairing and adminisiering
existing facilities, are 1aken to income when the {ees are
receivatie.

Crvidends from controfled entilies are brought 1o account when
they are provided for in the financial statements of the
controlled entities. Dividerds from listed corporations are
recognised as income or the date the shares are quoied ex-
dividend.

insurance activities
General insurance prermium revenue

Crrect premiums and ifwards reinsurance presiums comprise
ameunts, including applicable fevies and charges but excluding
starnp duties collected o behalf of third parties, charged to
policyholders or other insurers and are recogrised net of the
ameunt of goods and services tax ("GST). The earned postion
of premiums received and receivable, including that on
urcloged business, is recogrised as revenue. Premium revenue
accrues on a daity basis from the date of attachment of sisk.
Prespiums an unclosed business are brought to sccount by
reference to previous years’ experience and information that
has become available between the reporting date and the date
of completing the financial statemends.
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1. Summary of significant accounting polides
feontinued)

¢) Revenue (continued)
Insurance activities {continued)
General insurance peamium revenue (continued;

The pattern of recognition of income aver the policy or
indemnity periods i based on time, where this closely
approximates the pattern of risks underwritten. Wherse time
does not approximate the pattern of risk, previous claims
experience i used o derive the incidence of risk. Unearned
pramium is determined by apportioning the premiums writter
in the year on a daily pro-rata basis, the 24ths method over the
period of indemnity from the attachment of risk, of in the same
pattern as the claims experience where time does not
approximate the patiern of risk. The 24ths method assumes
the pattern of risk is spread evenly aver the duration of the
nolicy and 1hat the policies on average attach in the middle of
the thonth.

Life insurance premitm revenue

Premiums with no due date are recogrised as revenue on a
cash received basis. Premisms with 8 regular due date are
recogrised as revenue on an accrualy basis. Unpaid premiums
are only recogrised as revenue during the days of grace or
where secured by the surrender value of the policy and are
inciuded as “Fremiums ouistanding” in Loans, advances and
other recaivables. Premiums due after but received before the
end of the financial year are included in Payables.

Reinsurance and other recoveries receivable — general
insurance activities

Expected reinsurance ard other recoveries receivable on paid
claims, reported claims net yet paid and incurred but aot yet
reporterd claims are recognised as revenue at the same time
that associated claims liahilities are recognised. Reinsurance
and ather recoveries receivabie sre estimated based on
expectad gross claims and reinsurance cordracts. Recoveries
receivabie in refation to both short-tail and long-tait business
are measured a3 the present value of the expected {uture
receipts, caleulated on the same basis as the lability for
cutstarding claims.

Claims on shorl-tail business are expectad 1o be settled within
4 12 month pering after balance date.
Investrment revienye

investment revenue is brought 1o accourd on s acdruals basis.

Dividends from listed corporations are recognised as revenue
on the date the shares are guoted ex-dividend. Distributions
fram listed and unlisted unit trusts are recognised on the date
the unit value i quoted ex-distribution.

lotes to the financial statements

for the yvear ended 30 ine 2003

Charges in the net market value of investiments are recognised
as revenue or axpenses in the statement of financial
performance and are determined as the difference between
the net market value 21 year end or corsideration received (if
sald dusing the perind) and the net market value as at the prior
year end or cost (if the investment was acquired during the
perind).

tnsurance mansged funds incorme

Insurance managed funds income is earned from the rendering
of genersl irsurance and portfolio management services io
external clients, and iy recognised as it acorues.

Other revenue
Other items of revenue are recognises as they accrue,
d) interest expense

Interest expensa is recogrised in the period in which it accroes.
Interesd, inciuding premiums or discounts on issue of securities,
is Brought 1o accourst on either a yield to maturity or straight
line basis according to the nature of the underlying securiy.

e) Claims
General insurance activities

Claims expense and a ligbility for cutstanding claims are
recognised as fosses oceur The lability {or outstanding claims
includes claims reporied but not yet paid, claims incurred bt
not yet reported (“IBMNR™} and the anticipated direct and
indirect costs of settling those claims. Incurred but not enough
reported {*IBNER™) claims outstanding are assessed by
reviewing individual claim files and estimating changes in the
ultimate settlement costs using siatistics based o past
experience ard trends. Cutstanding claims on all classes are
subject to either exterral or internal actuarial assessment.

The {iability for outstanding ciaims for long-tail business i3
measured as the present value of the expecied future
paymersts. These payments are estimated or the basis of the
ultimate cost of settling claims, which is affected by factors
arising during the period to seitlement such as normal and
superimposed inflation. The expecied future payments are
diseounted 1o present value at balance date asing market
determined risk adjusted discount rates. The liability for
outstanding claims for short-tail business is discournted and is
measured as the present value of the expecied {uture
paymersts. These claims are expecied 1o be settied within a
12 month peried after balance date. The details of rates
applied are included in note 12 Thess liahilties include
sppropriate prudential marging.



1. Summary of significant sccounting policles
feamtinuse)

e) {laims (continued)
General insurance activities {continued)

Claims expersse includes caims discourdt expense, being the
portion of the increase in liabifity for outstanding claims arising
from the passage of time as the daims liability discountzd in
the prior yedrs comes coser 1o settlement.

Life insurance activities

Claims under investment-finked busiress are recognised when
the policy ceases to participate in the earnings of the fund.
Claims on non-investment-iinked business are recognised when
the Eability 10 1he policy cwner under the policy contract has
bear established.

f} Qutwards reinsurance - insurance activities

Reinsurance cordracts are separate transactions froms the
ofigingl insurance policy and are recognised separately. The
gross amount of premiums received are recognised and where
portions of the policy are reinsured the ceded premiums sre
recognised as reinsurance expanse.

Premiums ceded to reinsurers are recognised as expenses in
gecordance with the patlern of reinsurance senvices received,
being on a daily pro-rata basis for facuiiative and proportional
reinsurance, and on an annual basis for non-propogstional
reingurance.

g} Acquisition costs
Barnking activities

Cornmissions paid to mortgage loan eriginators and iease
brokerage are deferred and amortised over the period the
benslity (net interest income) are expected o arise from the
inans generated. Other commissions are expensad in the period
the Eability 10 pay commissions was incurred.

General insurance activities

Costy associated with the acquisition of business are deferred
and amortised as an expense in line with the sarting of the
oremium 1o which it relates. These costs include commissions
of brokerage paid to agents ar prokers, sefling and
underwriting costs, administrative costs of recording policy
information argd premivey coliection costs. Deferred acguisition
costs are measured at the iower of cost and recoverable
amount. Recoverable amournt of deferred acquisition costs is
assessed by reference to the expected future profit implicit
wilhin the unearned porticn of premiums written.

lotes to the financial statements

for the yvear ended 30 June 2003

Life insurance activities

Acauisition costs, being the fixed and variable costs of
acguiring rew business, include commission, certain
adverlising, policy issue and undenwriting costs, agency
expenses and other sales costs. The actual acguisition costs
incurred gre recoanised in the statement of financial
perfarmance.

Palicy Hiabilities are determined by the Appointed Actuary afler
laking into account the vatue and Tuture recovery of acguisition
costs resulting ins policy liabifities beirg lower thar oiherwise,
and those costs being amortised over the period that they will
he recoverable. The deferral and amortisation ol acquisition
costs are recognised in 1he statement of financal performance
within “decrease in net ife insurance policy liabilities”.

The acquisition costs deferred are determined as the lower of
actual costs incurred and the allowance for the recovery of
those costs from the premiums ar policy charges {as
approgriate Tor each policy class), The amount deferred is
subdect to an overail imit such that the value of future profitg
at inception cannot be negative. Acguisition losses are
recognised at inceplion 1o the exiznt this situation arises.

h} Basis of expense apportionment -~ life insurance
activities

Expenses have been apportioned i accordance with
Division 2 of Part 6 of the Life Act.

Alt expenses, excluding irvestmerd managemert Tees which
are directly identifiable, have been apportioned between policy
acnuisition and policy mainienance on the hasis of the
objective when incurring each experse, ard the outeome
achizved. Where allocation is not feasible betweern the
disclosure categoriss, expenses have been sllocated as
maintenance expenses. Expenses which are directly attributable
1o an individual policy or product are allocated directly 1o the
statutory fundg withirs which the class of business to which that
policy or product befongs. Alf indirect expenses charged o the
statement of financisl perdormance are enuitably apportioned
o 2ach class of business. The expense apporticrment basis is
in line with the principles set out in the Life Insurance Actuarial
Standards Board Valuation Standard (Actuarial Standard
AS1.03 "Waluation Standard ™).
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1. Summary of significant accounting policdes
feontinued)

i} Foreign currency
Transactions

Transactions denominated in foreign currencies are initiatly
translated 1o Austrafian dodiars at the exchange rates ruling a1
the dates of the rarsactions. &l foreigr corrency assets and
liahilities at balance date are transiated o Australian doflars at
the rates of exchange current on that date. The resuliing
differences are recognised in the statement of financial
performance as exchange gains and insses in the financial year
in which the exchange rates changa, Gains and logses on
translation of insurance investments derominated in foreign
currencies are recorded as a component of changes in the net
market value of investmenis.

Where a {oreign exchange hedge is terminated early because
the anticipated transaction is o longer expected 1o ooouy,
deferred gaing or losses that arose on the terminated hedge are
recognizsed in the statemert of financial performance for that
period. All other hedge transactions are initiglly recorded at the
spot rates ruling a1 the dates of the transactions. Hedoes
cutstarding ai balance date are translated at the rates of
exchange current on that date and any exchange differences
are brought 1o account in the statemerd of financial
performance. Costs ar gaing arising from hedges are deferred
and amortised over the lives of the hedged positions.

Translation of controlled foreign entities

The assets and liahilities of foreign aperations that are sel-
sustaining are transtated 21 the rates of exchange ruling st
balance date. Equity items are translated at histarical rates,
The statermeni of financiat performarnsce is translated at g
weighted average rate for the year. Exchange differences
arising on translation are taken directly to the foreign
currency translation reserve,

The assets and liahilities of foreign operations that are
integrated are trarsiated using the temporal method. Monetary
assets and labilities sre translated indo Austrafian currency at
rates of exchange current &t balance date, white nor-monetary
itemns and revenue argd expense dems are translated at
exchange rates current when the transactions occurreg.
Exchange differences arising on translation are brought to
account i the statement of financial pedormance.

B Intome tax

Tax effect accounting procedures are followed whereby the
neome tax expense i the statement of financial pedormance is
matched with the accounting profit after allowing Tor
permanent differences. The fulure income tax benedit relating 1o
tax fosses i not carried forward 85 an asset uniess the benefit is
virtuzally certain of realisation. income 1ax an cumulative timing
differences is set aside 10 the deferred income tax or the fuiure
incame tax henefit accounts a1 the rates which are axpected 1o
apphy when those timing differences reverse,

lotes to the financial statements

for the yvear ended 30 ine 2003

Inn respect of Hife insurance business, provisions for deferred
income tax and future income tax benedits have been
discounted 1o present values using reasonable assumptions as
10 interest rates, average perinds for which each asset category
of investmenis will be held and the tax rate applicable to the
respective dlasses of business. Accoursting Slandard AASE 1038
“Life Insurance Busiress” reguires shareholder and policy
owiner 1ax 1o be included inincome tax expense in the
staternent of financial performance. The majority of life
insurance 1axis aliorated 1o policy liabilities and does not aifect
nel profit attributabie to memberss of the Company.

k} Goods and services tax ("GS8T)

Revenues, expenses and assets are recognised net of the
amount of G5T, except where the amount of GST incurred is
not recoverable from the Austrafian Taxation Office ("ATO"} In
these circumstances the GST iy recognised as part of the cost of
scguisition of the asset of the amount of expense.

Grogs writters premium and net earned gremicm are net of the
GST component of premius,

Receivables, payables and the provision for outstanding ciaims
are stated with the amount of G5T inciuded. The net amount
of GST recoverable from, or payable to, the ATO i included as
ary agset o liability in the statement of financial position

Cash flows are included in the statement of cash flows on a
gross basis. The GST compaonerdts of cash flows ansing from
irrvesting and firancing activities which are recoverable from,
or payaitie fo, the ATG are classified a3 operating cash {lows.

1) Cash and liguid assets

Cash and liguid assets includes cash at branches, cash on
deposit, balances with the central bark and maney at short
call. They are brought to account ai the face value or the gross
value of the outstanding balance.

m} Receivables due from other financial institutions

Receivables due from other firancial institutions inciude rostra
balances and settiernent accourd balances. They are brought 1o
aecount al the gross value of the outstanding balance.

n) Trading securities

Trading securities are governmerd and ather debt securities
that are purchased for sale in the day-to-day trading aperations
of 1he banking business. They are brought 1o accour at net
fair value based on guoted market prices, broker or dealer
price guotations. Realised gains and losses on disposal and
urrealised Tair value adiustments are reflected in “oiher
income” interest an trading securities is reparted in net
interest income. Trading securities are recorded on 4 trade

date hasis.



1. Summary of significant sccounting policles
feomtivieedd

o) Investment securities
Barnking activities

frivestiments in controlled entities are cariad in the
Company’s financial stalements at the lower of cost and
recoverahble amount.

Insurance activities

investments integral 1o insurance activities are measured at net
market value at each balance daie. Differences in the net
market vaiues of integral investments at the previous balance
date {or cost of acquisition i acquired in the current financial
year) are recognised in the statement of financial performance.

investments include listed irvestmerdts, governmerit securities,
cash deposits and other short tern negotiable securities and
freehold land and buildings, whether wholly or partly cwner
oecupied or fully feased.

Net market vatues for listed investments and governmeart
securities are determined by reference to market guotations.
Net market values for snlisted investments are determined by
reference 1o independent valuations based on the fatest
available information on the investments. Nat market values
for freehold fand and buildings are determined by
independert vaiuations by registered propery valuers.
Buiidings are not deprecisied.

investments not integral to insurance activities including gash
depasits, shert term negotisble securities and irferests in
unfisted investments are carried a1 the lower of cost and
recoverable smouni.

p) Investments in associates

irvestments in associates are accounted Tor in the conselidated
financial report using 1he equity methed. Under this method,
the consolidated entity's share of the post-acguisition profits of
associates i recognised in the statement of financial
performance and its share of post-acguisition movements in
reserves i3 recognised in consolidated reserves. The cumulative
posl-acguisition movements are adiusied against the cost of
the imvestment. Irnvesimerits in associates are carried at the
iower of the equity accounted amount and recoverabie amount
in 1he consolidated financial report. Associsies are those
entilies over which the consolidated entity exercises significant
influence but not control.

g} Loans and other non-iease receivables

toans and other nor-kease receivabiey include ali forms of
lencing and direct finance provided to customers, such as
variahie, controfled and fixed rate foans, averdrafis, hill
finarcing and other facilities. They are carried at the principsl
amount cuistanding fess provisions for impairmernt.

lotes to the financial statements

for the yvear ended 30 June 2003

r} Lease receivables
Finance leases

Firance leases, i which the consolidated entity is the lessor,
are recognived in "Loans, acdvances and other receivables” in
the statement of financial position at the beginring of the
lease term at the present value of the minimuy lease paymends
receivable plus the present value of any non-guarantead
resiclual value.

The finance reverge attributable to the leases is trought to
account progressively in the statement of financial performance
over the lease term in accordance with an actuarial method so
as 1o achieve g constani periodic rate of return on the leases
outstanding.

Leveraged leases

Investments by the consolidated ertity in leveraged leases are
recorded 8t amounts equal 1o the equity participation, and
included in “Loans, advances and other recebvables” in the
statement of financial position. Debt participants have no
recourse to the consclidated entity in the event of defaull by
the |essee.

Operating leases

Payments made under operating feases are expensed on a
straight line basis over the term of the lease, except where an
aliernative Basis is more representative of the patiern of
benefits in be derived from the leased property.

s} Impaired assets - banking activities

Al loans and advances receivable are subiect 1o continuous
managemeant review. The consolidated erdity has adopled
dafiritions of non-acerual and past due loans consisient with
Pruderstial Statement Mo, AFS 220~ Credit Quality” issued by
the Austratiar Prudential Regulation Authorily (Y APRA™Y

Non-accrual foans

Loans are classified as nor-accrual where:

¢ there is reasonable douit about the ullimate repayment
of principal and interest;

e contractual payments are 90 of mare days in arrears and
the {air market value of the security is insufficient to cover
payment of pringipal and irderest;

¢ i the case of overdratis, they have remained outside
approved limits Tor 90 or more consecutive days and the
fair market valug of the security is insufficient 1o cover
payment of principal and irderest; or

e gspecific provision has been made.
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1. Summary of significant accounting polides
feontinuee)

) Impaired assets ~ banking activities (continued)
Non-accrual loans {continued)

Whers an impaired asset 4 classified as nor-accrual, the
consolidated entity ceases 1o recognise interest ang other
incormne sarred but not yet received. Accrued but unpaid
interest and other income i reversed pack 1o the |ast reparting
date or the date when irderest and other income was last paid,
whichever is more recent. Unpaid interest ar other income
dating prior to 1he last reporting date is reviewed to establish
coliectibifity and a provision against losy is raised as
appropriate.

Cash inflows on non-accrual loans o which interest andfor
principsl payments are contractually past due are appiied
against inferest and fees and then principal. The amounts
applied agairst interest and faes are recognisad a3 revenue.

Past due loans

Past due loans are loans where paymerd of principal ard
interest are at least 90 days i arrears. Full recovery of both
principal and interest ig expecied.

Restructured loans

Restructured loans anse whers the borrower i grarted a
concession due to continuing difficulties in meeting the original
terms, and the revised terms sre nel commercial (o the
Compary. Loans with revised terms are included in non-agecrual
inans when impairment provisions are required.

Bad and doubtful debts

& specific provision Tor impairment is made for all identified
doubitful debts when there is reasonable doubt that all or a
mroportion of the principal can be collected i accovdance with
the terms of the loan agreement. Specific provisions for
impairment are based on the face value of the exposure legs
the current market value less disposal costs.

All known bad debls are written off in the period in which they
are identified. Where not previously provided for, they are
writier off directly to the statement of financial performance.

General provisions for imgpairment are maintained 1o cover
non-identifiable possible losges and latent risks inherent in the
overall portfolio of loans and advances. The provisions are
determired havirg regard 1o the fevel of risk weighted assets,
ecaramic conditions, the general risk profile of the credit
portfolio, past loss experence and a range of other criteria.

The amount necessary to bring the provisions 1o their assessed
levely, after wrile-offs, is charged 1o the statement of financial
performance.

lotes to the financial statements

for the yvear ended 30 ine 2003

£} Securitisation

The Comparny conducts a loan securitisation program whereby
housirg moarigage loans are packaged and sold a5 securities 1o
Trusts, thereby removing the assets from the corselidated
erdity's slatement of financial position. i performing these
rrargactions, the corsofidated entity receives various fees for
services provided to the program on an arm’s length basis.

Fee income is recognised in income on ar accruals hasis in
relation to the reporting period in which the costs of providing
these services are incurred.

Interest rate swaps and liguidity Taciities are provided to the
program by the Company on an arm’s length basis, in
acrordance with APRA guidelines.

The Company is entitled to any residual income of the program
alter all payments due 1o investors and associated costs of the
program have been met. The residual income i3 recogrised in
barkirg fees and commissions revenue when received.

Due to the significant uncartsinties inherent iy estimating the
urgderlying loan repaymersd rates and inlerest marging, future
cash flows cannot be reliably measured. Therefore, no
assevfliability or gaindoss on sale of the fnang has been
recognised.

The Trustee of the program has furded its purchase of the
mostaage loans by issuing Tloating-rate pass-through debst
securities. The securities issued by 1he Trust do not represerd
depotits or other lishilities of the consclidated entity.

The corsofidated entity does not stand behind the capital value
or the performance of the securities or the asses of the Trust
The consolidated entity does not guarantes the payment of
interest ar the repaymeant of principal due on the securities.
The corsolidated entity is not ebliged to support any losses
that may be suffered by the investors and does not infend 1o
provide such support. The consolidated entity has no right to
repurchase ary of the securitised loans and has ne obligation
10 do 50, except in imiled droumstances. Accordingly, no
labilities are recognised by the consolidated entity.

u) Property, plant and equipment

Acquisition

lterms of property, plard and egquipment are initiaily recorded at
cost on acquisition and depreciated as outlined below.

Costs incurred in acqguiring, installing, erhancing and
developirg spplication software for infernal use where benefits
are reasonably certain are capitalised arwd amostised aver their
estimated useful lives not exceeding 1hree years, or five years in
limited instances, as cutlined belomw

Costs that do rot meet the criteria for capitatisation are
sxpensed ag incurred.



1. Summary of significant accounting polices
feomtinunc?

u) Property, plant and equipment {continued})
Acquisition {continued)

The corsoiidated entity applies the cost basis for measuring al
fand and buildings. Independent valuations of landg and
buikdings are obtlained at feast every three years, however they
are not refiecied in the financial statemenis unless they
indicate & deficit in et recoverable amount.

Subsequent additional costs

Costs incurred on property, plant and eguipment sohsequert 1o
initial acquisition sre capitatised whers it 15 probabie that future
econamic benefits, in excess of the originally assessed
performance of the asset will flow 1o the consolidated entity in
future years, Whers these costs represent separate components
they are accourded for a3 separate assets and are separately
depreciated over their usetul lves. Costs that do not meet the
criteria for capitalisation are expensed as incurred.

Sale of property, plant and equipment

The gross proceeds of property, plant and equipment sales are
inciuded as revense at the date control of the asset passes 1o
the tuyer, asually when ars unconditional cordract of sale i
signed. The gair or loss on dispesal i calculated as the
difference betwesn the carrying amourdt of 1he asset at the
time of disposal and the net proceeds on disposal {including
incidental costsh

Depreciation and amortisation

The cost of each em of property, plant and equipsment,
inciuding buidings {other thar buiidings included in
investments integral 1o general insurance activities) but
excluding freehoid land & depreciated or amortised over s
estimated useful fife to the consolidated entity Estimates of
remairing useful lives are made regularly for all assets with
annual assessments for magar items. Assets are depreciated or
amortised from the date of scquisition or, in respect of capitat
waork in progress, from the time an ssset is completed and heid
ready Tor use.

The prime cost method of depreciation is adopted for all

gssets. The depreciation rates usesd for each class of asset are

as follows:

Buikdings {excluding integral plant} 2.5%

teasehold improvements 20.0% of e
of the lease

hator vehicles 15.0%
Technoiogy hardware 333%
Automatic teller machingas 20.0%
Computer equipment 333%

Devalopment softwars 33.3%, or 20.0%
in limited instances

Other plant and office equipment 20.0%

lotes to the financial statements

for the yvear ended 30 June 2003

The costs of improvements to or on leaseheld properties are
amartised over the lesser of the unexpired period of the
relevant leases or the estimated wseful Hfe of the improvement
1o the consolidated entity.

Leased non-current assets

A distinction i made between finance feases, which effectivety
trarsfer from 1he lessor 1o the lessee substantially all the risks
and berefits incidenial to ownership of leased non-current
assets, and operating leases under which the lessor sffectively
retaing ali such risks and benefits.

Whese g non-current asset is acquired by means of a finance
lease, the minimum lease payments are discourded at the
interest rate implicit in the lease. The discounted amount i3
established 33 & non-current asset at the beainring of the lesse
term and amortised on a straight line basis aver ity expected
lite. A corresponding liability is also established and each leaze
payment i3 allocated between the principal component and the
interest expense.

Operating kease payments are representative of the paitern of
henefits derived from the feased asseis and accordingly are
charged 10 the statement of financial performance in the
periods irs which they are incurred.

Surplus {eased premises

Prowvision is made for surplus leased premises whese i is

determined that no materiat benafit wifl be obtained by the

consalidated entity from its occupancy. This arises where

premises are leased under non-cancellatde operating leases and

the consolidated erntity either:

¢ currently does not occupy the premises and does not
expect o oocupy it in the future;

¢ sublets the premises for lower rertals thar it is presently
obfiged 10 pay under the original lease; o

«  currently cocupies the premises which have been sssessed
to Be of no material benefit beyord a knewn future date

The provision is caloulated or the basis of discounted ret
future cash fiows, using the interest rate implcit in the lease
or an estimate thereof,

v} Recoverable amount of non-current assets valued
on the cost basis

The recoverable amourt of an asset is the nel amound
expecied 1o be recovered through the cash irdlows
and outflows arising from its continued use and
susenuent dksposal

The carrying amounts of non-currert assets valued on the cost
basis are reviewed 1o determine whether they are in excess of
their recoverable amount at balance date if the carrying
amount of a non-current asset exceeds its recoverabie amount,
the asset is written down 1o the lower amount. The wrie-
down is recognised as an expense i the statement of financial
performance in the reporing period in which i ocours.
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1. Summary of significant accounting polides
feoriinued)

v) Recoverable amount of non-current assets valued
on the cost basis {continued)

Where a group of assets working together supports the
generation of cash inflows, recoverable amourd is assessed in
relation to that group of assets. in assessing recoverable
amounts of nor-current assets the relevant cash flows have not
been discourded to thair present value, except where
specilically stated.

w) Goodwill

Goodwili, representing the excess of the purchsse
consideration: plus incidental costs over the fair value of the
identifisble net assets acquired, including ary liability for
restructuring costs, on the acquisition of a controiled entity or
business, is amortised over the periogd of time during which
benefits are expected to anse. Goodwili is amortised on 3
siraight line basis over the maximum allowable period of

20 years, as the henefits are belisved 1o excesd this term.

The unamaortised balance of goodwilt iy reviewed at feast
annually by the direciors. Where the balsnce excesds the
value of expected future benefits, the excess is charged 1o the
statement of financial performance.

For sssocistes, the consolidated Tinancial report inciudes the
earrying amount of goodwill in the equity sccounted
investiment carmying amourds,

x} Excess of net market value of interests in life insurance
controlied entities

All irvesimert assets inciuding cortrolied entities are stated at
net market value, On conselidation, the investment in
controfled entities is eliminated and the excess of market value
of controlled ertities over their underlying net assets is
separately recognised in the statement of financial position.
This amount is assessed periodicslly including at balance date
ag part of the valuation of investmenis.

Changes in market value of cordrolled entities are recorded as
invesiment revenue in the statement of Tinancial performance.

y) Other financial assets
Deferred expenditura

in addition to scquisition costs, (refer noe 1{gh, items of
expenditure are deferrad 1o the extent that the berefits are
recoverable oot of {uture revenue, do not relate solely 1o reverue
which has already beers brought to sccount and wili cordribute to
the future 2arning capacity of the consclidated erdity. They are
amertised over the period inwhick: the berefity are received.
Up-Trarg costs refating to the establishment of securitisation trusts
are deferred and amortised over the weighted sverage life of the
securitised foans. Up-front costs of projects, that are "business”
costs and are non-software development related, may also be
consicdered for defesysl wherse they {it the oriteria set out above.
Refer to nede 1{u} for the policy in relation to software cosis.

lotes to the financial statements
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Up-frort costs associated with the issue of specific debt
placements are defarred and amortized over the life of the
issue. Up-Tront costs associsted with the establishment of debt
programs, urgier which the specific debt placement is macde,
are ot deferred and are expersed as incurred. The types of
costs deferred are in the nature of professional fee4 and issue
placement fees,

Franchise systerns
Franchise systems are brought to account ai cost.

Franchise systems are amortised on a straight line basis over
20years. The uramortised balance relating 1o Tranchise
systems is reviewed annualy in fight of income generated.
Where the balance exceeds the value of future benefits, the
difference is charged to the statement of financiat
performance.

z} Deposits and short term borrowings

Deposits and short term borrowings comprise deposits raised
ard securities issued by the consolidated entity.

Deposits and short term borrowings are carried at the principat
amount outstanding. interest expense on amounis oatstanding
is charged to the statement of financial performance on an
acrrials basis

Securities issued are recorded st issue consideration adiusted
for premicm or discount amostisation and interest accrual.
Premiums or discounis are amortised ared interest is acorued
from the date of issue up to maturity or inlerest payment date
aryd charged to the statement of financial performance.

Ondigationy to repurchase securities sold under repurchase
agreements are recorded as depesit liabilitizs. The applicable
securities are retained within the investment or trading
portiofios ard are accounted {or accordingly.

aa) Payables

Liabilities are recogrised for amounts 1o be psid iy the {uture
for goods of services received, whether of not billed 1o the
consoligated entity. Accounts payable are normally settled in
30 days.

ab) Provisions

A provision is recognised when there i3 a legal, eguitabie or
canstructive obligation as a result of a past event and it i
prababie that a future sacrifice of economic benefits will be
reguired to setile the obligation, the timing or amount of
whith is unceriair.

at) Provisions for restructuring

A liabifity Tor restruciuring osts is recagnised as at the date of
aequisition of an erdity or part thereof i the main features of
the restructuring were planned and there i3 a demonstrable
commiiment 1o a restructuring of the scquirad eriity ai the
acquistion date and this is supported by a detaited plan
developed within three monaths of the acquisition.



1. Summary of significant sccounting policles
feomtiibecd)

ad) Employee entitiements
Wages, salaries and annual leave

Lighifities for wages, salasies ard annual leave are recognised,
and are measurad a3 the amount unpaid at pay rates effactive
whien the fizbility i3 expecied 1o be paid, and includes related

on-costs i respect of employees’ services up to the reporing

date.

Long service leave

A lighility Tor fong sesvice leave i recognised. In respect of long
service feave 1o be settled within 12 months after the reporting
date, the lability is measured at pay rates effective when the
Hability is expected to be paid, and includes related on-costs in
respect of employees” services up to the reporting date. In
respect of long service leave which will not be setiled within
12 morths after the reporting date, the liability is measured as
the present value of expecied future payments o be made in
respect of services provided by employees up o the reporting
date. Consideration is givers 1o expecied Tuture wage and
salary levels, experience of employee departures and pericds of
service, Expected future payments are discountad using interest
rates on national government guaranteed securities with terms
to maturdy that match, as closely as possibie, the estimated
future cash outflows. Related an-costs are also included i the
Hiability.

Superannuation

The corgofidated entity contribistes to both defined
cortribution and defined benefit superannuation schemes.
Contributions are charged to the statement of financial
performance as the obligation 1o pay is incurred. Any surphus
arising from the defined benefit scheme is not recognised as an
asset however any deficit & recognised a5 8 lisbilidly.

Sick leave

Sick feave entitlements are non-vesting and are paid anly upon
valid claims for sick leave by employees. No tability for sick
imave fag been recognited as experience indicates that on
average, sick leave taken each Tirancial year i3 less than the
entitierment acoruing in 1hat period. This experience is expected
to recur iy future finsrcial years.

Employee share and option plans

Certain employees are entitled to participate in share, and
previously, option ownership schemes.

lotes to the financial statements
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Whiere shares are provided to employees for services provided
during current or previcus finarcial periods or in settlement of
options previously issued to employees, and the shares are
purchased on the Australian Stock Exchange, the difference
between the purchase cost of the shares and the considerstion
receved from the emplayee, i any, is recogrised as an expense
in the statement of financial performance. Where shares are
provided 1o employees for services provided during current of
previous financial periods or in settiement of options previously
issued to employees, and new shares are issued, no expense iy
recognised in the statement of finargial performsnee.

The consideration recaied on exerdise of options ssued is
recerded in contributed equity.

Whese shares are to be provided to employees for services
provided during current and future financial perinds, and will
vest 1o 1he employees at g futore Ume when specified
perfarmance hordies are met, the shares are purchased on the
Australian Stock Exchange at the commencemeant of the
service perind and recognised as an asset in the statement of
financial position. The purchase cost of the shares is amortised
over the service period, and recognised as an expense in the
statement of financisl performance, unless it is unlikely that the
specified perdormance hurdles will be met

Admiristrative costs associated with issuing shares and opfions
are expensed.

Bonus plans

A disbility is recognised for bonus pians whers the benefit
caleulations are formally documented ard determined

before signing the financial report and past practice supporis
the calculation.

ae) Policy liabilities ~ life insurance activities

Palicy liabilities are obligations arising from life insurance
policies. These amounts, when taken together with future
premiams and investment samings, are required to meet the
payment of future benefits and expenses and mearporate profil
MAargins ors existing business to be released when earnad in
future periods.

Policy liabilities in the statement of financial position and
changes in policy fiabilities disclosed in the statement of
financial performance have been caloulated using masgin on
services (" Mo57) methodology in line with guidance provided
by Actuarial Stardard AST.03 “Valuation Standard” issued by
the Life Insurance Actuarial Standards Board.

Palicy Habilities are measured 21 et present values of estimated
future cash fows {the projection method) o where the resolt
would not be materially different, a3 the sccumulated benefite
available to policy awners {Tthe accumulation method).
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1. Summary of significant accounting polices
feontinuad)

af) Policy owner retained profits

Univested policy owner benefits are policy owner retained
profits as defined in the Life Act. These are amounts that have
been allocated 1o participating policy owners generally, but
have not been incladed in pelicy lisbifities as at the reporting
date. These amounis are shown as a separate lishilidy dae to
poficy owners

ag) Dividends

Pravisicn is made for the amount of any dividend declared,
determirzd or publicly recommended by the directors on or
before the end of the finandal year but not distributed at
balance date.

ah) Derivative finandial instruments

Derivative financial instruments used by the consolidated entity
are swaps, forwards, futures and options iy the Toreign
exchange, interest rate and equity markets. They are used 1o
hedge the consolidated entity's assets and liabilities or as part
of the conselidated entity's trading and investment activities.

Banking activities

The banking entity wtilises derivative financial instraments
predominantly for hedoing activities. However, they are also
neld for speculative purposes. Derfvative financial instruments
are geeounted for iy accordance with the purpose led basis of
measurameant. They are classified inlo three broad catsgories,
a5 discussed below.

Investing and financing instruments

irvesting srdd financing instruments are recognised in the
statermnent of financial pesition a1 the net market value as at
the reporting date.

Hedge transactions

Hedge transactions are initially recorded at the relevant rate at
the date of the transaction. Hedges outstanding at balance
date are brought to account in the statement of finarcial
performance ors an accruals basis. Costs or gains arising at the
tire of entering into the hedge, including option premiums,
are deferred and amostised aver the life of the hedge.

Where the hedged transaction has been terminated, al gaing
and losses assecisted with the hedge are brought o account
immeckiately i the statement of financial performance on a
mark to market basiy, Where the hedge is terminated early and
the hedged trarsaction is stilf recognised, all gairs and losses
associated with the hedge are amortised over the life of the
hedgerd transaction.

lotes to the financial statements

for the yvear ended 30 ine 2003

A financial asset or liabifity resulting from a hedging instrument
is measured ared recognised i the statement of financizl
position o the same basis as the position being hedged. The
financial instrument i3 accounied for a8 8 hadge when it has an
exposure 1o price risk that is equal and opposite 1o the position
it i hedging.

Trading transactions

Trading instruments are Tinancial instruments that do not fall
inta either of the first two cateqories. They are recognised at
their net market value as at the reporting date.

Specufative trading of derivative financiat instrumentis is
conducted solely within the Value-at-Risk measure of
discretionary market risk as detailed in note 31, Speculative
iransactions outstanding at balance date are valued &1 the
rates rafing on that date and any gaing or bosses are brought to
aecount immediately in the statement of financial performance
or: a mark-te-market basis.

insurance activities

Derivative financial instrumerdts used by the consolidated entity
are swaps, forwards, futures and options in the foraign
exchange, interest rale and eguity markets. Derivative tinancial
instruments that are used 1o hedge underlying exposures are
accounted for in & mannes consistent with the accounting
wreaimerst of the underlying exposures. Accordingly, derivative
financial instruments are marked 1o market and the resuiting
gaing ard losses are reported i the statement of financial
performance.

Foreign exchange derivatives are entered into in order to hedge
exchange rate risks arising Trom offshore liabilities. Irderest rate
derivatives are used o hedge interest rate risks inharent in the
basiress. Equity options ang fulures are purchased 1o hedge
exposures arising from equity investmenis. Derivative financial
instruments are not held for speculative purposes.

ai) Commitments and contingent Habilities

Commitments and contingent labilities are not recorded in the
statement of financial position but are disciosed in the
consodidated financial report at their face value.

Where a claim or possibie <laim, the aggregate amount of
which i ned guantifiable, is made against the consolidated
erdlity, fegal advice is obtained and & provision raised as
considered necessary. Cantingent Habilities are nod recognised
in the statement of financial position because of significant
ursertainty a3 to whether a sacrifice of future 2ronomic
beretits will be regquired, or the amount of the Hability cannot
be measurad reliabhy.



1. Summary of significant accounting policles
frontinued)

aiy Commitments and contingent liabilities {continued)

Commitments 1o exterd credit, letters of credit, guarantess,
warranties and indemnities are financial instroments and relate
tor credit risk and attract fees in ling with market prices for
similar arrangements. They are not sold or traded. These
mstruments do not invelve cash payments other thar in the
event of default. The fee pricing is sel as part of the broader
customer credit process and refiecis the probsbifity of default
They are disclosed as contingant liabilities at their face vaiue.

ajy Revisions of accounting estimates

Revisions 10 accounting estimates are recoonised prospactively
in currerst and future periods only.

ak) Earnings per share
Basic earnings per share

Basic earmings per share i3 determined by dividing net profit
after income tax aftributable to members of the Comparny,
excluding any costs of servicing equity other than ordinsry
shares, by the weighted average number of ardinary shares
cutstandirg during the Tinancial year, adivsted Tor Bonug
elements in ordinary shares BSsued during the year,

Diluted earnings per share

Diluted earnings per share adjusts the figures used in the
determination of basic earnings per share 1o take into account
the after tax effect of interest and other financing costs
associgied with dilutive potential ordinary shares argd the
weighted average number of shares assumed (o have been
wsued Tor no consideration in relation o dilutive potential
ordinary shares.

lotes to the financial statements

for the yvear ended 30 June 2003

2. Changes in accounting polices
Provision for dividends

The consclidated entity adopted Accounting Starsdard

AASE 1044 “Provisions, Contingant Liabilities and Contingent
Assets” effective from 1 July 2002, Previously, the consalidated
entity has provided Tor ordinary share dividends where there
was ar expactation of payment after the reporting date.

AASE 1044 now prohibits the recognition of dividends as
liabilitizs where they were not declared, determined or publicly
recornmended on o before the reporting date. Accordingly,
the consolidated erdity has not provided Tor ordinary share
dividends ar 30 fune 2003

As a result of this change, the adjustmerdts to the consolidated
financial report 85 a1 1 July 2002 are;

¢« 3152 million increase in opening retained profits; and

¢ 3152 million decrease in provision for ardinary dividends.

There was 1o mpact on net proedit {or the current financial year
1o 30 fune 2003,

Employee benafits

The consalidated entity adopted revised Accounting Standard
AASE 1028 ~Employee Benefits” effective from ¥ july 2002
Previcusly, caleulations of employes benefits were required (o
be based on remuneration rates current as at the reporting
date. Under the revised AASE 1028, caleulation of these
employes penafity must be based on remuneration rates
effective when the ligbilities are expected to be paid.

Asg aresult of this change, the adjusimerts to the consolidated
financial report a5 at 1 July 2002 are:

« 31 million decrease in opening retained profits; and

¢ 31 milion increase in pravision for employee benefits,

As a result of this change in accouniing policy, employee
benefits expense increased by $207,331 and income 1ax
expense decreased by $62,259 for the current financial year to
30 june 2003.
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lotes to the financial statements

for the yvear ended 30 ine 2003

3. Revenus from ordinary activities

Revenue from ordinary activities
interest received or due and receivable:
contralled ertities
ather persens
Dividends received or duse and receivahie:
controlled entities
other persons
Property income received or due and receivabie
General InSUrance premilm revenue:
direct
reirsusance and other recoveries revenus
FEIMSLFANCE COMIMISSIon income
Lifes iNSUTance premium reverue:
direct
reirsurarce and other recoveries revenue
Changes in ret market value of investments infegral to generat
INSUTANCE activities:
reafised
urreatised
Changes in ret market value of investments integral to fife
INSUTANCE activities:
realised
urreatised
Trust distributions received or due and receivable
Net profits on trading securities
Net profits on derivative and other finandal instrumerts:
realised
Feeg and commissions received or due and receivable:
contralled entities
other persons
Share of et profits of associates aceounted for using the
equity method
Maraged funds revenue
Other revenue

Total revenue from ordinary activities

Disclosed in the statements of financial performance as:
Banking irderest revenue

General insurance premium reverus

Life inSurance premism revenue

Reinsurance and other recoveries revenue

General insurance irsestmendt income

Life insurance invesiment income

Share of net profits of assodates sccounted for using the eguity method

Banking Tee and commission revenue
Other revenue

Total revenue from ordinary activities
Banking irdersst expense
Banking Tee and commission expense

Total income from ordinary activities

There was no revenue Trom non-operating activitias.

Consolidated
2003 2002
&m $m

Company
2003 2002
S 3m

134
155



lotes to the financial statements

for the yvear ended 30 June 2003

4, Expenses from ordinary activities

Interest expense:
controlled entities
other persons

Total interest expense

Operating expenses from ordinary activities
Staff expenses

Equipment snd groupancy expenses
Depreciation:

buildings

plard and eguipment

leazehold improvements

Totlal depreciation

toss on disposal of property, plant and eguipmend
Operating lease rentals

Other

Total equipment and occupanty expenses

Other expenses

Hardware, sofiware and data fine expenses
Achvertising and promotion expenses
Office supplies, postage and printing
Anortisation of franchise systems
Acguisition cosls — insurarce activities

intra group expensas

Financial expenses

Other ingurance urgerwriting expenses
Other

Total other expenses

Expenses allocated as follows:
Ciaims handiing expenses

Total operating expenses from ordinary activities

Consolidated Company
20403 2002 2003 2002
5m Fm $m Fm

19
G978
987

28

440
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lotes to the financial statements

for the yvear ended 30 ine 2003

5 Bad and doubtfol debis expernse

Banking activities

Charge {for Bad and doubtiul detis:
general provision for impairment (note 12}
specific provision for impairment (note 123
bad debts written off
bad debils recovered

General insurance activities

Charge {for Bad and doubtiul detis:
general provision for impairment (note 12}
specific provision for impairment (note 123
bad debls recovered

Other activities
2ad debts writter off

Total bad and doubtful debts expense

&, Income 13y expense

The income 1ax expense for the financial year differs from the amount
caleulated o the profit. The differences are reconciled as follows:
Profit from ordinary activities before income tax expense

Prima Tacie incoms 1ax expense caleulated at 30% (2002: 30%) on
profit from ordinary activities before income 1ax

Tax effect of permanent differences

Non-deductibile expenditure

Non-deductitle write-downs

Amortisation of goodwill

imputation gross up on dividends received

Life insurance company Statutory Funeds adjustment
Non-assesssble income

Diidend rebates

incorme tax credits

Future income tax benefits not previously brought 1o accourt
Other

incorne tax adiusted for permanent differences
Gver provision in prior year

Income tax expense

Income tax expense by segment
ganking

General insurance

Wealth management

Other

Consolidated
2003 2002
&m $m

Company
2003 2002
S 3m




lotes to the financial statements

for the yvear ended 30 June 2003

§.  income toax expense {(continued)

Prima facie incorme tax expense includes ar amount of $11 milfion (2002 berefit: 34 milian) atiributable 1o the life insurance
company Statuingy Furds, The income tax expense is partly determined o a product basis and parily determined on a prodit basis.
The income 1ax expense has been determined after aggregating various classes of business, each with different tax rates. The
statutony rates of taxation applicable o the 1axable income of significant classes of business are as folows:

2003 2002
% 3

Chass of business

Ordinary fife insurance business 30
Complying superannuation 15
Controlled entities 30
Current pension businesy Exempt
Hon-complying superannuation 47
immediate annuily business Exempt
REA business 15
Other business {irduding accident and disability) 30
Sharehoider funds 30
Consolidated Company
2003 2002 2003 2002
5m Fm $m Fm
Income tax expense is made up of:
Cagrent incosne 1ax provision 92
Deferred income 1ax provision (31
Future income tax benefit {5}
intercomnpany £ inderfund bafances 12
68
Provision for current income tax
Movernents during the vear were 55 follows:
Balance at the beginning of the financial year -
fncome 1ax paid {20}
Current year's income tax expense on profit from ordinary activities 92
Over provision in prior year -
Tax lnsses transferred for consideration (6
66
Provision for deferred income tax
Prowlision for deferred income tax comprizes the estimated experise at
the applicable tax rate of 30% {2002 30%) on the folfowing items:
Difference in depreciation for accounting and income tax purposes -
teveraged leases 17
tease finance 3
Expenditare currently deductible bt deferred and amaortised {for
geeounting purposes 30
incorne not cusrently assessable for tax purposes 3

Ledig (Enuuy £07 dicaung

L
~ad



Haday (enuuy £o07 diaosung

¥4}
o
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for the yvear ended 30 ine 2003

Consolidated Company
2003 2002 2003 2002
S 3m S 3m

&, income tax expense {continued)

Future income tax benefit

Future incorme tax benefit cormprises the estimated future benefit at
the applivsbie tax rate of 30% (2002 30%) on the following iterms:
income currently assessable but deferred {or accounting purposes
Difference in depreciation for accounting and income tax purpoges
Prowision for impairment

Other provisions and accrued expenses

Lease Hinance

Tax losses

The fulure income tax benefit relating 1o tax losses will only be obtained if:

iy the consolidated erdity derives Tuture assessable incorne of a nature and of an amount sufficient 1o enable the benefit from the
deductions {or the fnsses 1o be realised; or

(i) 1he losses are trarsterred to an eligible entity in the consolidated ertity; and

(i the consolidated erdity continues to comply with the conditions {or deductibility imposed by tax lagislation; and

(ivy nocharges in tax legislation: adversely affect the consolidated entity in realising the berefit from the deductions for the losses.

Suncorp-Metway Ud and iis controlled entities have not yet dedided 1o implement the 1ax consolidation legistation.

The financial effect of the implementation of the fegislation has not heen recognised in the financial satemenis Tor the year
ended 30 June 2003 In the event that the tax conselidation legislation i implemerted by Suncorp-hetway Lid, s not
anticipated thai there wilt be a material impact on the consolidated deferred tax assets, deferred tax liabilities ared tax
expense of the corsolidated entity.

Consolidated
2003 2002
cefs cents

7. Earndrgs per share

58.02
57.87

Basic earnings per share
Diluted earnings per share

Number of shares

Weighted average number of ordinary shares used as the

denominater in calculating basic earnings per share 514,150,097

Weighted average numizer of polential ordirary shares relating to:
options on ordinary shares
parily paid ordinary shares

1,278,567
22,747

Weighted average number of ordinary shares and potential
ordinary shares used as the denominator in calculating
diluted earnings per share

515,489,411

The following securities have teen classified as potentiai ordinary

shares and included in diluted earrings per share only:

*  oplions outstanding on ordirary shares; and

*  partly paid ordinary shares.

The 2,500,000 prefersnce shares recognised in equity are not considered 1o be either ordinary or potertial ordinary shares 23 they

canrol convert to ordinary shares in the fisst five years from issue, and so have not been included in either basic or diluted earnings
pesr ghare.



lotes to the financial statements

for the yvear ended 30 June 2003

7. Earnings per share {continoed}

Recontilistions of earnings used in caiculating earnings per share
Basic earnings per share

Met profit

Prefererice share dividends

Earnings used in calculating basic earnings per share

Ciluted earmnings per share
Met profit
Preference share dividends

Earnings used in caleulating diluted earnings per share

8. Cash and liguid assets

Cash at bank ard on hand
Deposits at caft

The above figures are recanciled to cash at the end of the financial year
as showen in the statements of cash flows as foliows:

Salances ag above

Add: Receivabies due from other financial institutions

tess: Payables due to other financial institutions

% Trading securities

Banking activities

friterest bearing securities gt net market value
Government and semi-government securities

8ank bills, certificates of deposiits and other short term negotiabie securities

Total trading securities

Consolidated

2003 2002
&m $m

165
1029

1,194

1,194
57
70}

1181

140
1,358

1,498

Consolidated

2003 2002
$m $m

31¢
(12}

2659

31¢
(12}

2659

Company
2003 2002
$m $m

99
565

664

664
57
37)

684

140
1,358

1,498
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lotes to the financial statements

for the yvear ended 30 ine 2003

10, investment securities

Banking activities

Investrnents gt cost

Shares in controdled entities (notle 34}
Shares in other companies

General insurance activities

Cuoted investrments at net market value
Debeniures

Government and semi-government securities
Shares in other companies

Other auoted investinents

Unguoted investoents at net market valug
Freehold land and buildings

Proferty trusts

Shert term negediable securities

Other interest bearing securities

Wealth managemant activities
Life insurance sctivities

Equity securities

Debt securities

Property

Other

Funds management activities

Undisted unit trusts and unlisied managed investment schemas at fair value

Total investment secarities

Consolidated
2003 2002
&m $m

Company
2003 2002
S 3m




lotes to the financial statements

for the yvear ended 30 June 2003

Consolidated Company
20403 2002 2003 2002
5m Fm $m Fm

11, Loans, advances and other receivables

Banking activities
Overdratis

Credit card outstandings
Housing loans &

Termy loans

Lease finance

Structured finance
Other lending

Provision for imgairment (nots 12)

21,917

General insurance activities
Premiums outstanding

Prawision for lapses

Provision for imgairment {note 12)

irvestment revenue receivable

nsurance managed funds receivable
nsurance recoveries arsd other receivables
Provision for imgairment {nots 12)

Life insurance activities
Premiums oulstanding
irvestment revenue receivable
Reinsurance recoverias receivahle
Other

Total loans, advances and other receivables

0 Excludes securitised residential mortgage loans of 33,650 millian (2002 $525 milion). The consolidated entity completed a securitisation transaction
in Sepiamber 2002 when it sold a pool of residential mortgage losns of $750 milion to the APCILO Series 2002-2 Trust at it book walug. The
consoiidatad entity compieted & further sgcunitisation ransaction in fune 2003 when it sold & pool of residential morigace foans of 3289 melion o
e APOLLD Series 2002-1C Trust &t Hs book vaiue,
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lotes to the financial statements

for the yvear ended 30 ine 2003

12, Brovision for impairment

Banking activities

General provision

Balance at the beginning of the Tinancial year

Charge against the statemerds of financial performance

Balance at the end of the financial year

Specific provision

Balance at the beginning of the financial year

Charge against the statements of financial perdormance:
rew and increased provisions
write-back of provisions no longer required

Bad debts writler-off

Balance at the end of 1he financial year

Total provision for impairment - banking activities

The provisions for impairment expressed as a percentage of gross
impaired assets lesg interest reserved are a8 follows:

specific provision

total provision
General provision as a percerttage of risk weighted asses
Specific provision 85 3 percentage of gross nans and advances

Insurance activities

General provision

Balance at the beginning of the financal year

Charge against the statemerd of financial performance

Balance at the end of the financial year
Specific provision

Balance at the beginning of the financial year
Provisions acquired 1hrough acauisition
Write-back ol provisions no longer required
Balance at the end of the financial year

Total provision for impairment - insurance activities

Consolidated
2003 2002
&m $m

Company
2003 2002
S 3m

91

95

33

32
(15}
(25}

25

120

e

2338

1215

0.58
0.12

$m



lotes to the financial statements

for the yvear ended 30 June 2003

Consolidated Company
20403 2002 2003 2002
5m Fm $m Fm

13, Property, plant and eguipment

Propesty

Freehold land at cost 4

Buikdings at cost 41

Accumalatad depreciation {12}
25

teasehodd improvements at cost B

Accumulated amortisation (8}

Total property 33

Plant and equipment

Cornputer and office equipment, furniture and fittings, computer

software and motor vehicles at cost 33

Accumalatad depreciation 31

2

Capital works in progress

Plant ang equipment -

Computer software -

Total plant and equipment 2

Total property, plant and eguipment 35

Az independent valustion of the consolidated ertity's land and buildings was carried out 25 at 31 December 2000 on the basis of
opers market values for existing use and provided a valuation of $52 milkon ({Cormpany: 349 million). &3 land and buildings are
recorded at cost the valustion has not been brought to account.
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13, Property, plant and eguipment (continued)

lotes to the financial statements

for the yvear ended 30 ine 2003

Recoriliations of the carrying amaunts of each class of property, plant and equipment at the beginning and end of the current

financisl vear are set out below.

Consolidated

Carrying ameunt at the
beginaing of the financial year
Additiong

Dizposals

Transfers (1o¥irom piant

and equipment

Depraciation expense (nots 4)

Carrying ameunt at the

end of the financial year
Company

Carrying amaunt at the
beginaing of the financial year
Additions

Dizposals

Depraciation expense (nots 4)
Carrying amaunt at the

end of the financial year

14, Intangible assets

Goodhwill
Accumatated amortisation

Total intangible assets

Land
$m

Buildings
Fm

Leasehold Plant &
improvements equipment
Beny $m

Consolidated
2003 2002
&m $m

Capital works

it progress
3m

Total
fm

Company
2003 2002
S 3m



lotes to the financial statements

for the yvear ended 30 June 2003

15, Other fAnancial assety

Franchise systems
Provision {or amartisation

Deferred expenditure:
lease brokerage
morigage ioan brokerage
establishment costs on securitisation
deferred share plan
other

Total deferred expendiivre

Deferred acquisition costs on general insurance policies
Unrealised gaing on derivative hedging positions
Accrued irderest receivable

Prepayments

Sunddry assets

Total other financial assets

Consolidated Company
20403 2002 2003 2002
5m Fm $m Fm

253
253

An independent valuation of 1he franchise systems was carried out at 31 May 2007 on the basis of current fair market value snd
provided 8 valuation range of $23.3 million to $25.6 millon. &g franchise systems are recarded at cost, the valuation has not been

prought 1o account (refer note 1{y).

16, Dreposits and short term borrowings

Secured
Lorg term secuarities issued matured and unclaimed or maturing
within 12 months

Unsecured

Call deposits

Term deposils

Short termy securities issued

Offshore borrowings

Long term securities issued maturing within 12 months

Total deposits and short term borrowings

Consolidated Company
20403 2002 2003 2002
5m Fm $m Fm

5.888
5,188
4,286
1,375
2,052

8,174 18,745

18,745

The secured borrowings are secured by charges over various asseis of certain controlled entities amounting to $2 million

(2002: 57 million).
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for the yvear ended 30 ine 2003

Consolidated Company
2003 2002 2003 2002
S 3m S 3m

17, Payables and other liabilities

Unprasentad bank chegues BB
Accrued interest payable 163
Security deposit for repurchase agreement -
Sundry creditors and acerued experses 108
Unreslised fosses on derivative hedging positions -
Total payables 337
Unsealised fosses on derivative hedging positions relate o cross currency swaps of offshore borrowing.
Moverents in the hedging positions are tully offset by movemends in underiying oifshore borrowing.
Consolidated Company
2003 2002 2003 2002
S 3m S 3m
18, Provisions
Employee benefiis (note 44) 2
Directors” retirament benefits 2
Dividends and distributions (note 25} 158
Restructure provision -
Other -
Total provisions 162

Directors' retirement benefits
Pravisicn is made for expected future retitement benefits 1o be psid in relstion to dirsctors of the consolidated entity.
Restructure provision

& provision for restructure was recognised on the acquisition of 100 percert of GIO Insurance fnvestment Holdings A Pty Limited
(GICHEAY and its wholly-owred controlied entities. The principal costs agseciated with the opening balance of the restructuring
provision of $112 million included staff redundancy payments, termination of lease or service contracts, information sysiems
integration, and costs involved in centralising processing services.

Other provisions

Other provisions include provisions for surplus lease space and provisions for the cosis of meeting obligations under contracts
entered irfo during the financial year,

Movements in provisions
Moverents in each class of provision during the financial year, other than employee benefits, are set out below.

Birectors’ Bividends
retirement Restructure and
benefits  provision distributions  Other Total
$m $m $m $m $m

Consolidated — 2003

Carrying amount at stari of the financial year
Adisstment from change in accounting policy (note 2)
Additional provisions recognised

Payments/other sacrifices of economic benefits
Carrying ameunt at end of the financial year
Company - 2003

Carrying amount at start of the firancial year
Adisstment from change in accounting policy (note 2)
Additional provisions recognised

Payments/other sacrifices of economic benefits

Carrying amount at end of the financial year




lotes to the financial statements

for the yvear ended 30 June 2003

Consolidated Company
20403 2002 2003 2002
5m Fm $m Fm

1%, Gutstanding cdatms and unearned premiums provisions
Outstanding claims - life irsurance

Outstanding claims - general insurance

Unearned gremioms - general insurance

Total outstanding claims and unearned premiums provisions

Outstanding claims provision ~ general insurance
Expected future claims {undiscountad}

Discours 1o preserd vaiue

Ligbifity Tor outstanding claims

Current

Non-current

The following infation rates (normat and superimposed) and discound rates were applisd in respect of the actuarial messurements
of ouisianding general insurance claims:

2003 2002
0/0
for the succeeding years:
Inflation rate
noreyal G.0-40
superimposed 0o-100
Discount rats 49-51
for subsequent years:
Inflation rate
noreyal G.0-40
superimposead .0-100
Discount rate 5.4 -64

The general insurance portiolio is weighted towards lorng-tail business whereby claims are expectad to be settled progressively over
approximately 40 years. The weighted average expected term 1o seitlement of the owtstanding claims from the batance date iy
estimated to be 3.1 years (2002: 3.1 years).
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20. Lie insurance gross policy labilittes

Non-investment linked business

rvesiment linked huginess

Total life insurance gross policy Habilities

Policy liabilities are amounis whick, whers taken together with future premiums and investment earnings, are required to meet
the paymert of fuiure benefits and expenses and incorporate profit marging on existing business (o be refeased when earned in

flure periods.

The effective date of the actuarisl report on policy Habilities and sobency reserves 5 30 june 2003, The actuarial report was
prepared by My Rowan Ward, Appoirded Actuary B Sc. FIAA, and indicates that the Appointed Actuary iy satisfied a3 to the accuracy

lotes to the financial statements

for the yvear ended 30 ine 2003

of the data upon which policy liahilities have been determinad.

The amount of poficy liabilities has been determined in accordance with methods and assumptions disclosed in this financial report
and with the standards of the Life Insurance Actuarial Stardards Board {"LIASE ™).

Policy liabifities have been calculated using the Margin on Services {"MoS") method in accordance with Actuarial Standard AS1.03
“Waluation Standard” issued by the LIASE under Section 114 of the Life Act. The Actuarial Standard requires the policy fabilities to
be calculated in & way that allows for the systematic release of planned marging as services are provided to policy owners and

DrEMIiLms are received.

The methods ared profil <arriers for the major policy types are as follows:

Business Type

Indiviciual
Cogerstional
irvestient account
investiment linked
Allocated pension
Lump suss risk
income stream risk
Aty

Group

irvestiment account
rvestiment linked
Lumg sus fisk
incerne straam risk

Method

Projection
Projection
Projection
Projection
Projection
Frojection
Projection

Frojection
Accumulation
Frojection
Projection

Consolidated

2002 2003
$m tm

Profit Carrier

Bonuses

Intesest credits

Agsets under managemernt
Assess under management
Expected claim payments
Expected ciaim payments
Anrsity payments

Interest cradits
Expected ciaim paymerts
Expected ciaim payments

Company
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20, LHe insurance gross policy liabilitles {continued}

The follewing table sety out key assumptions used in the caleulation of policy Habilities:

Assumption

investment
EBITHNYS

Mairstenance
EAPENEES

infiation

Woluntary
discontinuance

Surrender values

Rates of taxation

Maortality —
risk products

Martality —
anniiiants

Ditabifizy -
urmp sum

Disability - income

Basis of assumption

Agsumed earning rates sre determined having regard to the asset mix of the
investment portfolio Backing the product, the assumed eaming rates for each
sector, markel conditiong at the valuation date and tax on investment
EANINGS approgriate to the class of business and asset sector Pre-1ax rates
varied from 4% (2002 5%) for the cash sub funds to 8.25% (2002: 9%) for
the Balanced sub funds and 9% {2002: 10%) for the equity suh funds.

Per policy expense rates are based upon expected mairdenance expenses in
the period following the reporting date. Experise rates vary by product line
and <lass of Business. Tax deduciibility of experses i allowed for 31 rates
appropriate to the taxation basis of the business.

The inflation assumgption i reviewsd a1 sach vaiuation. For this valuation 2%
(2002 3%) per annum was assumed.

Rates are based upon recerd internal investinations arxd industry experience.
Rates vary by product, class of business, policy value and duration in force,
Allerevanice i3 also made for cash withdrawais. Future fong term rates of
discontinuance assumed vary between 5% and 25% {2002: 5% and 25%).

Surrender valuas gre determined by applying the surrender bages current at
the reporting date.

The rates of taxation assumed are based on those applcable 1o the type of
product.

wortalily rates for risk products have been determined uging the standard
mertality table $AS5-97 with adjustiments 1o allow for Suncorp Life and
Superannuation Limited experience. Adjustments range from 75%

(2002: 75%) w0 155% (2602: 155% ). Table |AD5-97 was developed by
the institste of Actuaries of Australia based on Australian insured lives
experience from 1995 10 1997,

Mortality rates for annuitanis have been determined using the stardard 1able
INAEBD with adjustments for expected mortality improvement. Tatdes BIAFSD
were developed by 1he Institte of Actuaries and Faculty of Actuaries based
on UK anngitard lives experience from 1979 to 1982,

Disability rates on lumgp sum paolicies have beaer based ory industry experience
with adjustments to reflect Suncorp Life and Superannuation Limited
ERpErEnce.

Disahility rates on income policies have beers determinad using the 1ADEY-93
table with adjustments 1o reflect Suncorp Life and Superannuoation Limited’s
experience. 1AD89-93 was developed by the institute of Actuaries of Australia
baserd on Australian industry experience from 1989 to 1993,

Significant changes

Mone.

Mone.

Mone.

Assumed long term
discontinuance rates for
term life, TPD and trauma
policies reduced 1o reflect
continuing improverments
in experience.

Mone.

Mone.

Base table changed from
[AS0-52 10 1AS5-97.
Adjustments changed as a
result, with an overall
decrease in assumed

o taliy.

Adjustments updated to
reflect recent experience,
with an overall degrease in
assumed mortality.

Adjustments updated to
reflect recent experience
with an overall decrease in

assumed disabifity incidence.

Adjustments updated to
reflect recent experience.
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20, Life insurance gross policy liabilittes {continued)

Assumption

future
supportabile
nonusas and
interast cradits to
participating
nodicies

Urit price arowth

Other requirements

The Life Act reguires companies 1o meet pruderstial standards of sobency ard capital adequacy. The requirements are determined

Basis of assumption

Futare horws rates and interest credits assuomed are those supported by the
policy abilities and the assumed fiture experience, including aliowance for
the shareholders right to participate i distributions. Using these rates the net
prasent vaiue of expecied Tuture cash fows equaly the value of asseis
supporting the tusiness. For traditional pelicies supportable bonus rates ars sef
as a proportion of the latest declared rates — 0% (2002 75%) for ardinary
polivies, and 49% (2002: 72%) for superannuation policies. For investmennt
account policies, supportable rates vary between 3.0% (2002: 3.4%) and
6.8% {2002 8.1%) after tax and fees.

For participating whole of fife and endowment business, the consolidated
entity’s palicy 8 1o set bonos rates such that, over long periods, the returns o
policy cwners are commensurate with the investinent returns achieved on
relevant assets, together with other sources of profit arising from 1his
business. For participating investinent account business crediting rates are sei
such that over fong periods policy owners receive {ull invesiment samings on
their accounts less s deduction of explicit fees and charges. Distributions are
spdit between policy owners and shareholders with the valuation allowing for
the shareholders 1o share in distributions at the maximum allowabile rate of
20% . in determining policy ownser distributions, consideration is givers to
equily betwean generations of policy cwners and equity between the various
classes and sizes of policies in force.

Uit prices are assumed 10 grow at 4 rate consistent wilh assumed
investrment earnings, tax rates and policy fees.

Significant changes

Momne,

Momne,

in gecordance with the Actuarial Standard AS2.03 "Sobvency Slandard” issued by the Life insurance Actuarial Standards Board
under the Life Act. For the purposes of note 29(1), minimurm termination values have been determined in accordance with
Actuarial Slandard AS4.02 “Minimum Surrender Values and Paid-Up Values”. Capital adequacy is determined in accordance
with Actuarial Standard A53.03 “Capitsl Adequacy Standard™.
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Consolidated Company
20403 2002 2003 2002
5m Fm $m Fm

21, Bonds, notes and long term borrowings

Unsecurad

Lorgg term securities issued 1,081
Offshore borraowings 2,871
Total bonds, notes and long term borrowings 3,952
22, Subordinated notes

Floating rate notes due Celober 2003 50
Fixed rate notes due August 2006 50
Fixed rate notes due November 2008 258
Fixed rate notes due September 2011 149
Floating rate notes due September 2011 75
Fixed rate notes due June 2013 (USD) -
Perpetial floating rate notes 170
Total subordinated notes 802

The notes are unsecured obfigations of the consolidaied entity subordinated as follows;

s Payments of principal and interest on the notes have priority over Company dividerd paymerits ondy, and in the event of the
winding-up of the Company, the rights of the nole holders wil rank in preference only to the rights of the preference and
ordinary sharehoiders.

s Inline with AFRA' capital adequacy measurement rules perpetual floating rate notes are included in upper tier 2 capital.

The term subordinated notes are included in lower tier 2 capital and are reduced by 20 percent for each of their last five years
o maturity.

i June 2003, the Company compieted a USD250 million offering of subordinated 1444/Req S bords in the US market which
partigily replaced existing notes. The offering was made in fwo tranches: a 10 non-call 5 year tranche of USD50 miflion and a
10 yesr franche of USD100 million. Both tranches were rated A3/BBB+ and priced a1 1.350 percent over US Treasuries, yvielding
coupons of 3.500 percent and 4.625 percent respectively.
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Consolidated Company
2003 2002 2003 2002
S 3m S 3m

23, Contributed eguity

Share capital
530,752,100 ordinary shares each fully paid

(2002: 525,320,549 each Tully paid) 2,333

2,500,000 preference shares each fully paid

(2002: 2,500,000 each {uily paid) 244
Mil ordinary shares each 45 cerds partly paid

(2002: 5,500 ordinary shares each 45 cenis parily paid) -
27,550 ordirary shares each 5 cents partly paid

(2002: 28,150 ordirary shares each 5 cenis parily paid) -
2,000 ror-participating shares fully paid

(2002: 2,000 each Tuily paid) -
Balance at the end of the financial year 2,777
Movements in ordinary shares during the financial year

Balance at the beginning of the Tinancial year 1.585
Conversion of nil converting capital notes 1o ordinary shares

(2002: 124,000,000} 558
Nil ordinary shares issued Tor cash 1o fund the GIG acguisition

(2002: 12,135,338 ordinary shares issued) 162

Associated transaction costs {3
759,000 ordirary shares issued due to the exercise of options

undler the Executive Option Flan (2002: 2,285,301} 13

Mil shares issued under Share Purchase Plan for cash

(2002: 15,765,833} 201

Assoriated transaction costs {1}
4,866,031 ordinary shares issued under the Dividend

Reinvestment Plan {2002: 1,477 ,708) 18
Balance at the end of the finandal year 2,533

Movements in converting capital notes during the financial year

Balance at the beginning of the financial year 558
Conversion of nil converting capital notes to ordinary shares

(2002: 124,000,000} (558}
Balance at the end of the financial year -
Movements in preference shares during the finandial year

Balance at the beginnng of the financial year -
Mil preference shares issued for cash 1o fund the GIO acquisition

(2002: 2,500,000} 250
Associated transaction cosls 8}
Balante at the end of the financial year 244
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2%, Contributed equity (continuead)

Ordinary shares

During the year, 758,000 options were exercised a3 part of the executive option plan as follows:

Number of

Month of ordinary
exarcise shares Essue&price
September 2002 £,600 211
September 2002 381,000 679
Novemper 2002 £0,000 7.15
November 2002 13,333 881
December 2002 116,667 281
lanuary 2003 330G 811
lanuary 2003 100,000 7.56
April 2003 51,600 289
lune 2003 23,200 833
lune 2003 3,300 589

759,000

On 1 Ociober 2002, 2,001,354 ordirary shares were issued at $11.96 under the Dividend Reirwesimerst Plan in respact of the final
dividend paid on 1 Gctober 2002

On 31 March 2003, 2,664,697 ordinary shares were issued at $9.36 under the Dividend Reinvesiment Plan in respect of the intenm
dividend paid on 321 March 2003,

During the year, 6,500 partly paid shares were converted 1o fully paid shares at an average price of 32.06. The calis on, and
corsession of, partly paid shares were in accordance with the employee share acquisition scheme under which they were issued.

Hoiders of ordinary shares are entitled 1o receive dividends as declared from time 1o lime and are entitled to one vote per share a1
sharsholders’ meetings.

in 1he event of winding-up of the Company, ordinary shareholders rank after all other shareholders and creditors and are fully
entitied 1o any proceeds on liguidation.
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Consolidated Company
2003 2002 2003 2002
S 3m S 3m

24, Heoserves

Pra-conversion reserve
Asset revalustion reserve

Nature and purpose of reserves
(i} Pre-conversion reserve

Retaired profits and reserves of Metropolitan Permanerit Building Society, amounting to $13 million as at 1 July 1988, heing
the date of conversion of the Society to Suncarp-Metway Ld {then knowrs as Metway Bank Limited), have been placed in g
pre-conversion reserve account. Under a trust arrangement the reserve wilt not be available for distribution to shareholders in
the ordinary course of business.

(i} Asset revaluation reserve

The asset revaluation reserve was used to record incremerdts and decrements on 1he revaluation: of non-current agsets. The reserve
i ot avaiiabie for future asset write-downs as a result of using the deemed cost election for land and buildings when adopting
revised Accounting Standard AASE 1041 “Revaluation of Nor-Current Assets”. The balance standing to the credit of the reserve
may be used 1o satisfy the distribution of bonus shares 1o sharehelders and is only avaiiabie {or the payment of cash dividends in
imiled ciroumsiances ag permitted by law.

Consolidated Company
2003 2002 2003 2002
S 3m S 3m

25, Dividends

Ordinary shares
interim dividersd of 26 cents (2002: 25 cents) per {ully paid share
paid 31 March 2003 (2002: 2 Aprl 2002)

frarked @ 30%
Final dividend of 29 cents per fully paid share paid 1 October 2002
recognised as a liability a1 30 june 2002 but adjusted against retained
profits at the beginning of the financial yesr on the change in
accounting policy for providing for dividends (note 2)

{frarked & 30%
Preference shares
Final dividend of $3.15 {2002: $3.15) per share

franked @ 30%
intarim dividend of $3.10 (2002: $3.190) per share

franked @ 30%

135

153
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Consolidated Company
20403 2002 2003 2002
5m Fm $m Fm

25, Dividends {continued}

Dividends not recognised st year end

in additior: 1o the ahove dividends, since year end the directors have
recomrmendead the payment of a final dividend of 30 cents per Tully paid
ordinary share, fully franked based on lax paid at 30%. The aggregate
amount of the proposed dividend expected to be paid on 3 October 2003
out of retained profits at 30 June 2003, but not recognised as 8 Hability
at year end as a result of the change in accounting policy for providing
for divider:ds (note 23, i3

Franked dividends

The franked portions of the final dividend recommended after 30 fune 2003
will be franked out of existing franking credits or out of Tranking credits
arising from the payment of income tax in the year ending 30 lune 2004,
Franking credits available for subsenuent financial years based on a 1ax rate
of 309% (2002: 30%:)

The above smounis represent the balance of the franking account a3 at the end of the financial year, adjusted for:

o franking credils that will arise from the payment of the current tax liabilivy;

*  ranking debits that will arise from the payment of dividends recognised as a lizbifity at the reporting date;

s franking credits that will arise from the receipt of dividends recognized as receivables at the reparting date, and
*  franking credits that may be prevented from being distribuied in subsequent financial years,

Under legislation that took effect on 1 July 2002, the smount recorded iy the franking sccount 5 the armount of Aostralian income
tax paid, rather than franking credivs based on after tax profits, and amounts debited 1o 1hat account in respect of dividends paid
after 30 June 2002 are the Tranking credits attaching to those dividends rather than the gross amount of the dividends. in
accordance with this legislation, the franking credits avaitable a1 30 june 2002 of $231,341,544 (Company: $2,859,075), based on
after lax profits, were converied 3o that the opening balances on 1 July 2002 reflected tax paid amounts of $107.717 805
{Company: $1,242, 463} which are shown as comparative amournts above.
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26. Segment information
Business segments

The consolidated entity comprises the following business segments:

Segment Activities

ganking Banking, finance and other services.

General insurance Gereral insurarce services.

Wealth management Life ingurance, superannuation administration and funds management services.,
Other Fimancial planning, funds administration, and property management senvces.

On 31 ndarch 2003, the conselidated entity announced an organisational restructure along four business lines; Retail Banking,
Business Banking, General insurance, and Wealth Managemeni. The conseguential managemerdt restruciuring and changes to
internal reporting systems fo the Managing Direcior and Board were implemented for the 2004 financial year, Segment information
in relation 1o future financial years will be expanded 1o reflect the new business lines.

General Wealth Eliminations/
Banking insurance management Other unaliocated Consolidated
Fm $m S $rm Fm P

2003

Revenue cutside the corsolidated entily
inter-segment revenue

Shares of net profity of associates
Total segment revenue

Segrment resull

Unatlocaterd ravenue less
unalocatad expenses

Profit from ordinary activities
nefore income tax expense
ncerme tax expense

Prodit Trom ordinary activities
after income 1ax expense
Net profit

Segrment ssiets

Unatlocatend agseis

Total assets

Segment liabilities
Unatlocated liakilities

Total liabilities

investments in associales

Acguisitions of property, plard and
equipmeant, intangibles and other
nen-CUsrEnt segment assets
Depraciation ard amortisation
experse

Other non-cash expenses




for the yvear ended 30 June 2003

26, Segment information {continued)

Business segments (continued)

lotes to the financial statements

General Wealth Eliminations/
Banking insurance  management Othar unaliocated Consolidated
$m $m S $m $m S
2002
Revenue outside the consolidated entity 1,71 2,618 163 21 - 4,503
inter-segment revenue 17 - - - (17} -
Shares of net profits of associates - 5 - - - 5
Total segment revenue 1,718 2,823 163 21 (17} 4,508
Senment result 293 1190 54 8 (60} 405
Unallocated revenue fesy
unaliocated expenses -
Profit from ordirary activities
pefore ingome tax expense 405
ncome 1ax expense {94}
Profit from ordinary activities
after income tax expense 311
Net profit 311
Senment sssets 27,322 7,423 3,337 38 (2,639 35,481
Unallocated asseis -
Total assets 35,481
Senment labilities 24324 5,355 3,124 15 699} 32,119
Unallocated labilities -
Total Habilities 32,119
frvestments in associates - &6 - - - &6
Acquisitions of property, plant and
equipment, intangibles and other
non-current segment asseds 87 1,040 H - - 1,128
Deprediation and amostisation
expense 43 7 - - &0 110
Othar non-cash expenses 40 (13 - - - 39

inter-segment pricing is determined on an “arms length” basis,

Geographical segments

The corsofidated entity operates ir; one geographical area being Australia

Accounting policies in relation to segment feporting

Senment revenues, expenses, assets and fabilities are those that are directly attributable to a segment and the relevant portion that
cary be ailocated 1o the segment on a reasonable basis. Segment assets include all assets used by a segment and other intangible

assets, net of related provisions. White most of these assets can be directly attributable 1o individuat segments, the carrying amounts

of cartain assets used jointly by segments are allocated based on reasonable estimates of usage.

Inter-segment transfers

Segment revenues, experses and resulis include transfers between segments. Such transfers are priced on an “arms-ength” basis

and are eliminated on consolidation.
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Consolidated
2003 002
&m Fm

27, Segment information - banking

27(a) Contribution to profit from ordinary banking activities
Net interest income

interest revenue 1,531
interast expense (981}
550
Met banking fee income
Fee and commission revenue 155
Fee and commission expense (448}
111
Other operating revenue
Net profits on trading and investment securities 1
Net profits on derivative and other financial instrumends 5
Other income g
15
Total income from ordinary banking activities 676
Operating expenses
Staff experses (200}
Crouparcy expenses (20
Computer and depreciation expenses (42}
Communication expenses 29}
Anvertising and promaotion expenses {18}
Other operating sxpenses (34}
Total expenses of ordinary banking activities (343}
Contribution to profit from ordinary banking activities before bad
and doubtful debts, amortisation of goodwill and income tax 333
8ad and doubtful debls expense (note 5 (40}
Contribution to profit from ordinary banking activities before
amortisation of goodwill and income tax 293

Segment information set out shove includes transactions that have been eliminated in the congolidated statement of financial
performance. i excludes dividends recebved from controlled entities.
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27, Segment information ~ banking {cormtinued}

27{b} Average banking statement of financial position and margin analysis

The following table sets cut the major categories of interest 2arming assets and interest bearing liabifities of the banking activities of

the consolicatad entity together wilth 1he respective interest revenue of expense and the average interest rates.

Average balances used sre predominantly daily averages for interest bearing Hems and monthly aversges for non-inderest bearing

iHEms.

Assets

interest earring assets

Trading securities

Gross losns, advances and other receivables
Other interest earning finandial assets
Total interest earning assets
Non-igterest esrming assets

Frawision for impairment

Praperty, plart and eguipment
Other financiai assets

Total non-interest earning assets
Total assets

Liabilities

interest bearing lisbilities

Depesits and short term borrowings

Bonds, notes and long tery borowings
Subordirated notes

Total interest bearing liabilities
Non-interest bearing labifities

Other financiai labilities

Total non-interest bearing liabilities

Total Habilities

Net assets

Analysis of interest margin and spread
interest 2arning assets

interest bearing liabilitiag

Net interest spread

Net interest margin

Conscolidated
Average Average  Average Average
halance Interest rate bhalance interest rate
2003 2003 2003 2002 2002 2002
$m $m % $m $m o
1,689 77 4.56
21,201 1,432 675
486 22 472
23,358 1,531 636
{119}
167
2,004
2,052
25,408
18,333 783 427
3,235 159 491
530 39 7.36
22 098 981 4 4d
546
54R
22 644
2,764
23,356 1,531 636
22,098 981 4 44
212
23,356 550 235
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27, Segment information ~ banking {continued}
27{b) Average banking statement of {inancial position and margin analysis {continued}

interest spreads and net intarest sverage marging may be analysed as follows:

Consolidated
2003 2002

% %
Gross interest spread 215
interest foregone on impaired assets {0.03}
Met interast spread 212
interest aitributable to net non-interest bearing assets 0.23
Met interest margin 235

The following table allocates changes in net interest ncome between changes in volume and changes in rate for the last two
financial years. Volume ard rate variances have been caleulated on the movement in average balances and the changes in the
intarest rates on average interest earning assets and average interest bearing labilities.

Consolidated
2003 vs 2002 2002 vs 2001
Changes due to: Changes due to:
Volume Rate Total Volume Rate Total
$m $m hm $m m $m

Interest eaming assets

Trading securities 22 {203 2

Gross loans, acharces and other receivabies 158 (237 (59}
Other interest 2arming financial assets 4 {3) 1

Change in interest income 184 {2403) (56}
Interest bearing liabilities

Deposiis and short term borrowings 137 {165) (28}
Bonds, notes and long term borowings (7} {43) (60}
Subordinated notes (3 (3 (4}
Change in interest expense 1% {211} (92}
Change in net interest income &5 {29} 36
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27, Segment information - banking {cortinued}
27{c) Banking capital adeguacy

APRA adopis a risk-based capitsl assessment framework for Austratiar banks based on internationally accepted capitsi
measuremerdt starsdards. This risk-based approach requires eligible cagital to be divided by total risk weighted assets, with the
resubant ratio being used as a measure of a bank’s capital adequacy.

Capital is divided irto Tier 1, or "care” capital, ard Tier 2, o "supplementary” capital. For capital adeguacy purposes, eligitle Tier 2
capital cannot exceed the level of Tier 1 capital. The bank & required 1o deduct Trom total capital investments in entities engaged in
general insurance ard life insurance. Under APRA guidelines, the bank must mairdain a ratio of gualitying capital 1o risk weighted
assets of at feast 9.5 percent.

The measuremernt of risk weighted assets is based on:

s acredi risk based approach wherein risk weighting is appiied to on-balance sheet assets and to the credit equivaient of
urrecogrised financial instruments. Categories of risk weights are assigned based upon the nature of the counterparty and the
relative ligquidity of the assets concernad; and

s therecognition of risk weighted assets attributable 1o market risk arisirg from trading and commodily positions. Trackng and
commuodity Balance sheet positions do not attract a sisk weighting under the credsdt risk based spproach.

Consolidated banking capital adequacy position is set out below:

Consolidated
2003 2002
$m $m

Tier t

Share capital 2,533
Freference shares 244
Pre-corwersion reserve 12
Retained sarmings 200
fess Goodwill {1,228
fegs Net Tuture income tax benefit -
Total Tier 1 capital 1,762
Tier 2

Asget revaluation reserve B
General provision for impairment, net of related future income tax benefit 84
Perpetual subordinated notes 170
Subardinated notes 622
Total Tier 2 capital 884
Deductions from capital

tegs: Invastmenis in subsidiaries (855}
tege: Guarantees and facilities to non-hanking controlled entities (10
Total deductions (#69)
Total capital base 1,777
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27, Segment information ~ banking {continued}

27{¢} Banking capital adeguacy {tontinued}

Assets

Cash, <laims on Reserve Bank of Australia, shorter term
claims on Aostratan Commormealih Government and other
fiquid assets

Claims on banks and local governmenis

Loans secured sgainst residendtial housing

All other assets

Total banking assets

Unrecognised positions

Guarantees erdered into in the rormal course of business
Commitments 1o provide loans angd advances

Capital commitmernts

Foreign exchange contracts

interest rate contracts

Total unrecognised positions

Assessed risk

Total risk weighted assets
Todal unrecognised positions
Market risk capital charge
Total assessed risk

Risk weighted capital ratios

Tier 1
Tier 2
Deductions

lotes to the financial statements
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Carrying Value

2003
$m

Face
valua

2003
$m

Consolidated

Risk
weights
2002
hm £
113 #]
591 20
13,041 50
9,211 100
22,956

Cradit

Consolidated
Risk

equivalent weights

2003
hm

e

Risk
weighted balance
2003

S

Risk

2002
$m

118
6,521
8,211

15,850

weighted balance

2003
m

2002
$m
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27, Segment information - banking {cortinued}
27{d} Credit risk concentrations
indusiry exposures associated with each asset class are detailed with respect 1o the banking assets of the consolidated entity

excluding inter-group funding of 3397 millior; (2002: $500 milion). Details of credit risk amourts for credit commitments are sat
out in note 43 and Tor derivative financisl instrumernts in note 32 Risk concentrations by asset ciass are as follows:

Consolidated
Loans,
advances
Trading investment  and other Credit Derivative Total
securities securities reveivables commitments instruments risk
$m Fm m $m $m hm

2003 financial year
Agribusiness

Construction and development
Financial services

Hospiiality

hanufacturing

Frofessianal services

Properiy investmer

Resl estate — Mortgage
Personal

Government and pubdic authorities
Other commercial and industrial

Receivabias due {rom other
financial institutions

Total gross credit risk
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27, Segment information ~ banking {continued}

27(d} Credit risk concentrations (continued)

Consolidated

Loans,
advances
Trading investment  and other Credit Derivative Total
securities securities  reveivables commitments instruments risk
$m $rm L $m $m fm

2002 financial year
Angribusiness - - 1,854 - - 1,854
Construction and development - - 1,549 134 - 1,683
Financial services 1,358 3 148 - Skl 2,050
Hospitality - - 559 - - 559
Marufacturing - - 373 - - 373
Frofessional services - - 543 - - 543
Property investment - - 2311 - - 2,311
Real estats — Mortgage - - 13,210 575 - 13,785
Personal - - 301 & - 307
Government and public authorities 140 - 2 - - 142
Other commercial and industrisl - - 1,191 160 17 1,368

1,488 3 22,041 875 558 24,975
Receivablas due {rom other
financial institutions 57
Total gross credit risk 25,032
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27, Segment information - banking {continued}

27{e) Credit risk concentrations - impaired assets

Totat
risk
$m

2003 financial year
Agribusiness

Construction and development
Financial services

Hospiiality

hanufacturing

Professional services

Properiy investmer

Resl estate — Mortgage
Personal

Government and pubdic authorities
Other commercial and industrial

Receivabizs due from other finangial institutions

Total gross credit risk

Consolidated

impaired
assets
3m

Specific
provision  Write-offs
Fm

$m

Consolidated

Totat impaired  Specific

risk assets provision  Write-offs

$m $m $m $m
2002 financial year
Agribusiness 1,854 47 P 2
Construction and development 1,683 7 1 2
Financial services 2,050 - - -
Hospiiality 559 & 1 2
hanufacturing 373 £l 16 4
Frofessianal services 543 3 1 B
Properiy investmer 2,31 17 P 2
Resl estate — Mortgage 13,785 & P -
Personal 307 1 -
Governiment and pubdic authorities 142 - - -
Other commercial and industrial 1,368 7 1 7

24,975 126 27 25

Receivabias due from other finandial institutions 57

Total gross credit risk 25,032
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for the yvear ended 30 ine 2003

27, Segment information - banking {continued}

27(f) tmpaired assets

Non-acerual loans

Gross balances
with specific provisions set aside
witheut specific provisions set aside

Gross impaired assefs
interest reserved

Net Balances
Specific provigion for impairment {nots 12)

Net non-accruat loeans
Net impaired assets

Details of size of gross impaired assets

Legs thar one million

Greater tharn ene million but less than ten million
Greater than ten milkon

Past due loans not shown as impaired assets

Interest revenue forgone on impaired assets
Met interest charged but not recognised &3 revenue in the
staterments of fnancial performance during the finandial year

Interest revenues on impaired assets recognised in the
statements of finandial performance

Met interest charged and recogrised as revenue in the
statemnents of financial perfarmance duaring the financial year

Analysis of movements in impaired assets

Balance at the beginning of the financial year

Recogrition of new impaired assets srd increases in

pravicusly recognised impaired assets

impaired assets writter: off during the financiad year

impaired assets which have beer restated as performing assets

Balance at the end of the financial year

Consolidated Company
2003 2002 2003 2002
S 3m S 3m

72
50

122
(15}

107
(25}

a2z
a2z

36
58
28

122
11

126

93
(25}
(72}

122
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27, Segment information ~ banking {cortinued}

27{y) Large exposires

Detaills of the aggregate number of the consolidated barking erdily's corporate exposures (including direct and contingent
exposurest which individuaily were grester than five percent of the consolidated entity's banking capiial resources {Tier 1 and Tier 2
capital are as foliows:

Consolidated
2003 2002
Murmber Mumber
25 pereent and greater
20 percent to legs than 25 percent
15 percent to lesy than 20 percent
10 pereent to less than 15 percent
5 percent to less thars 10 percent

Fad  Tad st et

These exposures are iy relation 1o holding of trading securities with major Australian and overseas financial institutions.

27{h} Interest rate risk

Accaunting Standard AASE 1033 "Presentation and Disclosure of Financial instruments” requires discosures i selation to the
vordlractusl irderest rate risk sersiivity from repricing mismatches at balance date and the corresporgding weighted average effective
interest rate. All assets and liabifities in the following table are showrs according 1o the contractual repricing dates. The net
mismaich represents the net value of assets, liabilities and unrecognised financial instruments that may be repriced in the time
periods shown.

it should be roted that the Banking entity uses this contractual repricing irdormation as one of the tools to manrage interest rate

risk. fterest rate risk i primarily managesd from a net inderest income and market value perspective in the manner outlkned in
note 314d).
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27, Segment information ~ banking {continued}
27(h} Interest rate risk {continuad)

The repricing periods attributsble to the banking activities of the consolidated entity are as follows:

Consolidated

Non-  Weighted
Otot Tto b Tto 12 ttob Cvar interest  average
Total morith months  months years Syears  bearing rate
st $m $m b $m $m b Y

2003 financial year

Financisl asser

Cash and liguid assets
Receivablas due from other
financial instituiions

Trading securities

ivestrnant securities

Loans, advances and

other receivables

Other firnancial agseis

Total financial assets
Weighted average rate %
Financisl fabilities

Deposiis and short term borrowings
Payables due 10 other financial
institations

Payables

Bonds, notes and long term
borrowings

Subordinated notes

Total financial liabilities
Weighted average rate %
Net assets

Weighted average rate %

Unrecognised financial
instruments 0
Weighted average rate %

Net mismatch
Cumuiative mismatch

o Netional principal amounts
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27, Segment information ~ banking {cortinued}

27{h} Interest rate risk {continued)

Consolidated
Non-  Weighted

Jtot Tto b 7to 12 ttoh Over interest  average
Total month months  months years Syears  bearing rate
m $m $m m $m $m &m o
2002 financial year
Financial asyets
Cash and fiquid assets 664 664 - - - - - 4.32
Receivabias due from other
finarcial institutions 57 - - - - - 57 .00
Trading securities 1,498 - 1,498 - - - - 483
rivestiment securities 3 - - - - - 3 .00
Loans, advances and
other receivables 21,918 6,407 19,920 1,293 3,256 40 - £.50
Other financial asseis 155 - - - - - 155 .00
Total financial assets 24,293 7.071 12,418 1,293 3,256 40 215
Weighted average rate % 5.45 6.58 7.43 748 794 0.00 £.69
Financial liabifities
Deposits and short term borrowings 18,231 5,584 10,954 1,465 218 - - 4.29
Payabies due 1o other financia
institutions 38 - - - - - 38 .00
Payabies 361 - - - - - 361 0.00
Bonds, notes and long term
borrowings 3,852 & 3,088 a1 735 4 - 5.23
Subardinated notes 802 - 366 - 436 - - 7.06
Total financial liabilities 23,384 5,638 14,408 1,546 1,388 4 399
Weighted average rate % 2492 5.01 5.11 5.88 9.75 0.00 4.56
Net assets 908 1,433 {1,990 {253) 1,867 38 {184}
Weighted average rate % 4.85 5.72 817 £.99 812 .00
Unrecognised financial
instruments i - {524} {74y 639 41y -
Weighted average rate % - 5.32 5.95 603 641 -
Net mismatch 1,433 {2,514) {327) 2,508 {5 {184)
Cumulative mismatch 1,433 {1,081 {1,408) 1,098 1,093 909

dr Notional principal amounts
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27, Segment information - banking {cortinued}

27{i) Maturity analysis of financizal assets and Habilities

The following maturity distribution of financial assets and liabilities relating 0 barking activilies of the corselidated entity i3 based
on contractug terms. 12 should be noted that the barking entity does niot use this contraciual maturity irdformation as presented in
the management of the staterment of financial position. Additional factors are considered when managing the maturity prodiles of
the business.

Consolidated
Gto3 3to 12 Tto b Over

Atcall  Overdraft months  months years 5years Unspecified Total
Fm ¥m $rm S ¥m Fm S ¥m

2003 financial year
Financial assets

Receivables due from other
financial institutions

Loans, advances and

other receivables

Financial Kabilities
Deposits and short term
Borrowings

Payables due 10 other
financial institutions
Bonds, notes and long
termy borrowings
Subwewdinated notss

Consolidated

Gto3 3to 12 ttob Cvar
Atcall  Overdraft months  months years 5years Unspecified Total

Fm $m $m S $rm gm S $rm

2002 financial year
Financial gssets
Recaivablas due from other
financial institutions 57 - - - - - - 57
Loans, advances and
other receivables 484 2,371 716 1,869 4,688 11,788 - 21,916

541 2,371 716 1,869 4,688 11,788 - 21,873
Financisl fabilities
Deposits and short term
Borrowings 5,408 - 8,478 4,176 169 - - 18,231
Payables due 10 other
financial institutions 38 - - - - - - 38
Bonds, notes and long
termy borrowings - - - - 3,948 4 - 3,952
Subordinated notes - - - 50 582 - 170 802

5,448 - 8,478 4,228 4,659 4 170 23,023
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27, Segment information ~ banking {continued}

27{j) Concentrations of deposits and boriowings

Details of the concentration of financial ishilities used by the consolidated banking entity 1o raise Tundds are as Tollows:

Australian funding sources
Retadl deposits
Whaolesale funding

Overseas funding sources - wholesale

Agian delt instrument progradm

European commercial paper and medium term note market
Subordinated debt program {USD)

Consolidated

2003
$m

2002
$m

11,502
5,559

17461

57
5,967

5,024
23,485
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28. Segment information - general insurance

28(a) Contribution to profit from ordinary general insurance activities
Net earned premium

Direct premium fevenue

Outweards r2insUraNce premiuey sxpenss

Net incurred daims
Direct claims expense
Reinsurance and other recoveries revenue

Operating expenses
Acouisition costs
Other underwriting expenses

Reinsurance commission income
Underwriting resuit

Investment revenue ~ Insurance provisions
interast, dividersds and rent

Realised gaingflosses) or investments
Unrealised gaing on investments

Insurance trading result

Mar:aged schemes income
Maraged schermes axpense
Share of net profits of assodates accounted for using the eguity method

Investment revenue ~ Shareholder funds
interast, dividersds, rerd, 21

Realised gainsAlosses) o investments
Unrealised gansflossest on investments
Other revenue

Other expenses

Met prodit on sale of properties

Contribution to profit from ordinary general insurance activities before
income tax, management fee and amortisation of goodwill
Maragement fee expense — GID acquisition

Contribution to profit from ordinary general insurance activities before
income tax and amortisation of goodwil

Consolidated
2003 002
&m Fm

2,018
(151}

1867

{1,697}
288

{1,409}

(250
(291}

(341}
23
(60}

184
(19}

173
113

16
(1103

124
(14}

110

Segment information set out shove includes iransactions that have been eliminated in the consolidated statement of

financial performance.
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28, Segment information ~ general insurance (continued)

28{b} Net incurred claims
Details of net incurred claims for general insurance are a5 follows:

Consolidated
2003 2002
Current Prior Current Prior
year year Totat year year Total
$m $m &m $m $m $m
Direct business
Gross claims incurresd and related expenses -
andiscountasd 2,019 {161) 1,858
Reinsurance angd other recoveries — undiscourded (324} 27 (297}
Net caims incurred — undiscounted 1,695 {134) 1,561
Siscounst and discount movement —
gross claims incurred (207} 63 {144}
Siscounst and discount movemeant —
reinsurance argd other recoveries 24 {15) 9
1,512 {86) 1,426
Enwards reinsurance business
Gross claims incurred and related expenses -
andiscountasd {14}
Siscounst and discount movement —
gross ciaims incusred (1
{15}
Total net caims incurred 1,411

Explanation of material variances

The major comporents of the prior year Mmovemenis are:

s arelease of prudential margin i respect of claim payments during the year,
s unwinding of the discount allowed Tor in the provision; and

»  reassessment of valuation assumptions {refer note 193
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28. Segment information ~ general insurance {continued}

28 (¢} Interest rate risk
The consolidated entity’s exposure 1o interest rate risk and the effective weighted average interest rate for dlasses of financial agseis
and financial liabilities is set out below:

Consolidated
Fixed interest maturing in:
Weighted
Floating Non- Average
interest Gto3 3to 12 ttob Over interast  Inferest
Total rate months  months years Syears  bearing Rate
Fm ¥m $rm S ¥m Fm S Y

2003 financial year
Financial gssets
Cash and liguid assets
Receivablas
investments

fixed inferest securities
Other Tinancial agseis

Fingneisl fiabilities
Payablas
Non-interest bearing liatilities

Net finandial assets

The weighted average effective interest rate at 30 lune 2003 was 5.60 percent {2002 5.50 percent).
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28, Segment information ~ general insurance (continued)

28 (¢} Interest rate risk {continuad)

Consolidated
fixed interest maturing in:

Weighted
Floating Non- Average
interest Gto3 3to 12 ttoh Ovar interest  Interest
Total rata months  months years Syears  bearing Rate
S 3m $m S 3m $rm $m £
2002 financial year
Financial assets
Cash 45 34 - - - - 11 4.30
Receivables 1,044 - - - - - 1,044 .00
investments
fixed inesest securities 2715 - 1,235 279 861 340 - 5.50
cash on deposit 4978 978 - - - - - 4.6%
margirs deposis 17 17 - - - - - 3.65
Other cugrent assets 34 - - - - - 34 .00
4,833 1,029 1,235 279 &61 340 1,089
Financial iabilities
Payahies 193 - - - - - 193 .00
interest bearing liabilitiag 37 37 - - - - - 8.50
Hon-interest bearing lishilities 42 - - - - - 42 0.00
272 37 - - - - 235
Het financial assets 4,561 992 1,235 279 861 340 854
interest rats swaps - 50 - - - (50} -

The corsniidated entity had endered into an inlerest rate swap wherehy 1he fixed intesrest income stream was swapped for 3 floating
interest income stream. The arrangement was unwournd on 5 July 2002,
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28. Segment information - general insurance {cortinued}
28 (d} Managed funds

The controiled entity, GIO Gerseral Limited, has a contraciual agreement with New South Wales Treasury 1o manage New South
Wales Freasury Managed Fund, Transport Accidersts Compensation Fund, Governmenial Workers Compensation Account and
Pre-Maraged Fund Reserve. The NSW Treasury Managed Fund i a scheme of self-insurance introduced by the NSW Government in
198% and protects the insurabile assets and exposures of all NSW public sector agencies financially dependent on the Consolidated
fured, all pubdic hospitais and a number of statutory authorities. The Transport Accidents Compensation Fund is in

rur-off ardd pays the costs of motor transport accident claims under the commaor: faw system that applied in NSW until

30 June 1983, Governmental Werkers Compensation Account pays the outstanding workers compensation claims liabilities as

at 30 Jure 1989, Pre-Mansged Fund Reserve is in run-oft and pays cutstanding public labdity claims.

GIC Genersl Limiterd receives management fees {from the NSW Treasury Tor coliection of premiums, administration of claims and
providing risk management and accourting services.

income, expense, assets and ligbilities of the New South \Wales insurance Ministeriat Corporation are included iy the
New South Wales Crown Entity's statement of financial performance and statement of financial position.

& controlled entity, GIO Workers Compensation M3V Limited, is a lcensed nsurer urrder the New South Wales Workers'
Compensation Act 1987 ("the Act™}. in accordance with the reguirements of the Act, the controlled entity has established and
mainiaing a statutory fund in respect of the ssuance and renewal of insurance policies o behalf of WaorkCover New South Wales.
The controfled emtity also manages the coliection of premiums and the administration of most claims processes.

The application of the statutory Tund is restricted 1o the payment of daims, refated expenses ard other payments authorised under
the Act. WorkCover New South Wales advises that the ficensed insurers have no lisbifity under the Actin the everst of a deficiency
in & statutery fund and the Austratiar: Taxatior: Office confirmed the statatory furks are exempt from income tax as WorkCover
New South Wales holds a vested irderest in the income of the statutory fund. For the reasony above, the directors are of the opinion
that the controlled entity does not have control nos have the capacity 1o control the statutory fund. Therefore in accordance with
8458 1024 " Consolidated Accounis”, income, sxpenses, asset, liabilities of the statutory funds are not included in the consolidated
staternents of fnancial performance and statementis of financial position.

For these reasons, the statutory fund are of a separate and distinet nature and therefore it is not appropriate to include these assels
and lisbifities of the furdd with the other assets and labildies of the consolidated entity.

Under the Act, the controlled entity i required to perform an actuarial valuation of the financial position of the statutory fund,
inciudirg a2 valuation of abilities, at least once in every three year period or such other period as may be preseribed by Regulation.
Accordingly, a fund methoed of accounting is adopted whereby the balance of the statutory fund is carried forward until the
financial positions of the statutory fund are determined after aciuarial investigation. Following this determination, WorkCover
Mew South Wales may direct the transfer of any surplus in accordance with the Act, including transfers to other statutory funds of
the cortrolied entity or 1o the statutory funds of another licersed insurer.

The Australian Securities and lnvestments Comimission has, by class order 00/321, exempted the controlled entity and the
consolidated entity from complisnce with the Corporations Act 2007 to the extent it & necessary 1o adopt the above method of
fursd accounting.



lotes to the financial statements

for the yvear ended 30 June 2003

28, Segment information ~ general insurance (continued)
2B (g)  Minimum capital requirement

Under the pruderitial standards effective from 1 fuly 2002, the solvency test has been replaced by a minimum capital requirement

(MCR) that & calculated by assessing the risks inherent in the business, which comprise:

s therisk that the provision for outstanding ciaims i not sufficierd o meet the obligations to policy holders arising from losses
incureed up to the reporting date (outstanding claims risk);

s the risk that the unsarned pramium account is insuificient to meet the obligations to policy holders ariging from losses incurred
after the reporting date on existing policies (premium liabilities sisky;

«  the risk that the value of assets is diminished (invastment risk); and

+  (herisk of a catastrophe aiing rise To major cdaims losses up {o the retention amount under existing reinsursnce arrangements
{tatastrophe risk}

These risks are quantified to determine the minimum capital required under the prudential standards. This requirement is compared
with the capital held in the general insurance companies. Ary provisions for cutstanding claims and insurance risk in excess of the
amount required 1o provide 8 level of sufficiency at 75 percent is classified as capital.

Consolidated

2003
m

Tier 1 Capital

Paid up ordirary shares

Retained profits a1 end of reporting period
Technical provision in excess of fshility valuation
fegy Tax effect of excess technical provisions

Legs Goodwill
Future income tax herefit inet of deferred tax lisbilidies)

Total deductions from tier 1 capital
Adiusted total tier 1 capital

Total capital base

Outstarding claims risk charge
Premium fisbilities risk charge
investment risk charge

Maximum event retention fisk charge

Minimurm capital requirement

Capital adequacy multiple
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Consolidated
2003 002
&m Fm

29, Segment information ~ wealth management

2%(a) Contribution to profit from ordinary wealth management activities
Net life insurance premium revenue

Pramium reverue 76
Outwards reinsurance expense (16}
&0
Life insurance investment revenue
Equity securities (12
Debt securities a8
Property 61
Other (2}
27
Maragement fee ravenue — funds management 14
Other revenue 30
Total revenue 136
Operating expenseas
Claims experse {58}
Reinsurance recoveries 11
Decrease iy net life insurance poficy labilities 80
increase in policy owner retsined profiis (24}
Other opersting axpenses {101}
(82}
Contribution to profit from ordinary wealth management activities before income tax 54
Segment information set oui shove includes transactions that have been eliminated in the consolidated statement of {inanciat
performance.
Consolidated
2003 2002
S 3m
29(b} Sources of wealth management operating profit
Shareholder’s operating profit in the statutory funds
The sharehoider's operating predit from ordinary activities after
incore tax i the statutory funds is represented by:
investment earnings on sharehaolders retained prodits and capital 1
Emergence of shareholder’s planned profits 31
Experience inss {4}
Reversal of capitalised loss &
36
Shareholder’s operating profit in the shareholder’s fund
Revaluation of controlled entity 2
Other 1
39
Life Insurance Act policy owners' operating profit in the statutory funds
The Life Acy policy owrsers” operating prafit from ardinary activities affer
incorne tax in the Statutory Funds is representad by
Earnings of policy owners’ retsined profits 4
Emergence of policy owners’ planned profis 105
Experience o [£21)

11
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Consolidated
Previous
Current Basis 4 Basis &t
2003 2002 2003
$m $m $m

2%, Segment information ~ wealtth management (vontinued)

29{c) Net policy liabilities

Best estimate liability

MNan-investrrent finked business

Walue of future policy benefits

Walue of fuiure expenses

Walue of unrecouped acquisition expenses
Zalance of future premiums

investrnent finked business

Walue of fuiure policy benefits o

Walue of fuiure experses

Walue of unrecouped acquisition expenses
Zalance of future premiums

Value of future profits
Non-investment finked business
Policyholder boruses @
Sharehoider profit marging

investraent linked business
Sharehoider prodit marging

Total value of deciared bonuses &3

Total net policy liabilities

3 Future paicy berefits include bonuses creditad ta policy owners in prior periods but exclude current periad bonuses (as set out in the statement of
financial perfarmance) and futare bonuses {as set aut in 9% Where business is vaiced by other than projection tachniques, future policy benetis
includes the account balance.

Future bonuses excivde current pariod bonuses.

Currant year declarad bonuses vslsed in accordance with the Aciuarial Standard.

Using the actuarial methods and assumptions relevant 2t the regorting date, on cuirent in force business.

Lsirng thie actiarial methods and sssumptions ralevant at the pievious reporting date, but on current in force Dusiness.

Restrictions on assets

investments held in the Life Statutory Funds can only be used within the restrictiony imposed under the Life Act and the constitution
of Suncorp Life and Superannuation Lissited. The main restrictions are that the assets in a fund can only be used 1o mest the
liabifities and expenses of that fund, 1o acquire invesimerdts to further the business of the fund, or as distributions. Participating
podicy awrsers can receive a distribution when solvency requirements are met, whilst shareholders can only recaive a distribution
when the higher level of capitsl adequacy reguiremends are met.
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29, Segment information - wealth management {continued)
29{d} Trustee activities

Suncorg Superannuation Pty Ltd, a cortrolled ertity of Suncorp Life and Superannuation Limited, acts as trustee in relation to
vanous superannuation policies issued by Suncorp Life and Supersnnuation Limited, Arrangements are in place 1o ensure that the
activities of Suncorp Superannuation Pty Lid are managed separatehy.

29%(e} Bisagyregated information by fund

Under the Life Act, life insurance business is conducted withir: separate statutory funds which are distinguished from one another
and the sharehodders funds. The financial statements of Suncorp Life and Superannuation Limited are lodged with relevant
Ausiralian reguiators and show all major components of the financial statements disagaregated between each fife insurarge
statutony fund and the shareholder's funds. Extracts of the disaggregated finandal statements of the consolidated entiy’ fife
insurance business are set out helow.

Non-
investment fnvestment
tinked tinked Totat
Statutory Fund Statutory Fund  Statutory Shareholder
Ne. Na. 2 Furids Fund
$m $m $m $m

2003 financial year

investment assets

Palicy lighilities ceded to reinsurers
Other assets

Total assets

Gross policy lizbifities
Ligbilities oiher than policy iabilities
Policy awener retained profits

Total liabilities
Net assets
Share capital
Retaired profits
Capital transfers
Total equity

Frarmiurm reverue

rvestimnent revenue

Claims expense

Met operating experses

Profit from ordinary activities before tax
Prodit from ordinary activities after tax
Transfer of profits
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2%, Segment information ~ wealth management (continued)

28{e) Disaggregated information by fund (continued)

Norn-
investment tnvastment
tinked linked Total
Statutory Fund Statutory Fund  Stafutory Shareholder
No. 1 No. 2 Funds Fund
$m Fm Beny S
2002 financial year
investment gssets 2,237 Ga7 3,184 46
Policy lighifities ceded to reinsurers g - g -
Other assets 53 18 71 28
Total assets 2,299 965 3,264 74
Gross policy fizbilities 1,867 413 2,780 -
Lighifities other than policy liabilities 7 - 77 17
Policy owner retained profils 271 - 271 -
Total liabilities 2,215 913 3128 17
Net assets 84 52 136 57 £
(]
Share capital - - - 39 3
Retained profits 79 27 106 48 %
Capital transters 5 25 30 30 b
puu }
Total equity 84 52 136 57 g
il
Premium revenue 74 2 76 - 3
investment revenue 49 (23} 26 3 =
Ciaims expense (58} - (58} -
MNet operating experses (27} 14 {13} - 101
Prafit from ordirary activilies before 1ax 38 (73 ER 3
Profit from ordinary activities after tax 36 - 38 3

Transfer of profits (19} - (19} 19
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29, Segment information ~ wealth management fcontinued)
29{f) Solvency requirements of the life insurance statutory funds

Distribution of the retained profits i limited by the pruderdial capital reguirements of Part 5 of the Life Act, the detailed provisions
of which are specified by Actuarial Standards. The Soivency Standard prescribes a minimum levef of assets, knowrs as the solvency
requirernent, for each Statutory Fund irs the life business.

The solvency requirements, and the ratios in respect of those requirements, are a3 follows:

Consolidated
Statutory Statutory Total
Fund No. 1 Fund No. 2 Statutory Funds
2003 2002 2003 2002 2003 2002
$m $m S $m m $m

Solvency requirement
Minimum termination value
Other labilitias

Sedvency reserve

Solvency requirement

Excess of net policy liabiliies (includes paolicy
ownier Bonuses) over minimum termination value
Met assets

Ligbility {or policy owner retained profits at the
end of financisl year

Solvency reserve %
Coverage of solency reserve

The minimum termination value is determined in accordance with the Solvency Standard and iy the base figure upon which reserves
against liakxlity and asset risks are fayered in detgrmining the solency requirernent. The minimum termination value répresants the
minigmum obligation of the consclidated enlity to policy owners at the reporting date.

Available  Unused  Awailable  Unused

2003 2003 2002 2002
hm $m &m Fm
Consolidated

3 Financing arrangements

Unrestricted access was available at balance date to the following:

Stanciy facility 225 225

Group overdraft limit &0 24
Company

Unrestricted access was available at balance date to the following:

Standby facility 225 225

During the year, the standby facility matured ard was not renewed 2t the discretion of the Company. The facility was initially put in
place as g measure for the turn of the century {Year 2000), and also for iquidity management purposes. The facility was no longer
neadead for those purposes.
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31, Bisk management

31{a) General risk management framework

& struciured risk management framewaork has heen
implemented throughout the consolidated erdity i respect of
ali rigks including credit, market, fiquidity angd operational risks.
The framewark comprises organisational structure, policies,
approved methodoiogies, processes, delegation of authoriy to
assume and approve risk, monitoring and reporting
renuirements,

The Board of Direclors is respansipie for approving the
corsoiidated entity’s risk appetite and risk management
strategies and policies whilst management has the primary
responsibility and accountability for embedding the framework
wilhin the business operations of the consolidated entity. The
corstinuing operation of the gereral framework is monitored by
the Executive Risk Commitiee and the Audil, Businesy Risk and
Complianee Commitiee,

The general framework provides an ongoing process for
recogrising and evaluating risks, development and
implementation of mitigation sirategies and implemerdation of
monitering tools. All key risks and their mitigators are
documented in Risk Registers that are maintained at a business
unit fevel and conselidated on a group level for monitoring by
the Executive Risk Commitiee. Risk Registers are reviewed
annually a3 part of the consolidated entity's business planning
process and each Register is signed-off by the head of the
Business unit and the refevant executive. Consolidated Risk
Registers are endorsed by the Executive Risk Committee and
suhmitted 1o the Audi, Business Risk and Compliance
Cormmitiee for spprovat of the risk imits.

Management i reguired as part of the monthly Due Diligence
process 1o identify and report any risk events which have
oecurred and any breaches in asthorities, polices or legislative
renuirements. These reports are engorsed through
management and executives and included ir the Chief
Executive Officers Due Difigence Report to the Audil, Business
Risk and Comgpliance Committee.

The Group Compliance and Assurance division is charged with
the responsibility for reviewing and reporiing o the risk
management process as actuatly implemented within business
units ard the effectiveness of the strategies in place 10 mitigate
the recognised risks. Summaries of all audit reports logether
wilh details of management’s action plans to rectify sny neved
weaknesses are issued to the Chisf Executive Officer and the
Aadit, Business Risk and Complance Commiltes.

In addition to the Groug Compliance and Assurance dadsion
there are 2 number of compliance, risk management and
review departments within the consofidated entity who are
responsible for monitoring, reviewing and reparting an specific
areas of the consolidated entitys operations. These
deparimerids include Group Compliance, Credit Approval,
Investment Compliance ard Group Market Risk. These units
repost 1o the Board Credit, lnvestment or Audit, Business Risk
ard Complisnce Commitiess as appropriate.

The Boards of each of the general insurance entities have
approved and ssued 8 Risk Management Strategy that sets out
the risk management framework {or sdoption within the
entities. In addition the insurance entities have adopted 3 Risk
Management Statement setting out specific guidelines for the
investment of the entities” funds inclading the use of derivative
financial instruments. More detailed discussion on this is
contained in note 32

31{b) Credit risk

Credit risk is the likelihood of Tuture Tinancial loss resuiting
from the failure of clients or counterpartias 1o meet contractual
payent obligations to the consolidated entity 83 they fall due.

Banking activities

Credit rigk is managed through a combination of assessment of
individual exposures which are transactionsly managed using
annual reviews (o7 more Trequerdly if required) and current
financial information 10 assess repayment capacity, risk grading
which i3 kept current and other exposures which are managerd 103
statistically on a portiolio basis.

Ledig (Enuuy £07 dicaung

The Board Credit Caommittee is the highesi credit authority
below the Board of Directors. 11 concentraies on issues such as
formutation of credit policy and the review of asset quality. 1L
also the approval authority for applications above the discretion
of the Executive Credit Commiltes.

Comprehensive policies and standards have been approved by
the Board Credit Committee ard implemented, ensuring
congistency in the idertification of asset quality throughout the
various Banking activities of the consolidated entity.

The Risk division manages the credit risk aceepted by the
conselidated entity, and is respensible for managing the arrears
ors alf loans and includes Credit Recovery, s specialist unit
which marages advanced probiem foans. Al impaired assels
are managed within the Risk division.

Detals of eredit risk coneentrations by industry for each of the
major asset types are set out i note 27{d).

Thie mature of credit risk varies between business and retail
leans, and is mansged differently.
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31, Bisk management {continued)
31(b} Credit risk {continuad)

Banking activities {continued}

Busiriess foans

The consolidated Credit Policies and Standards are the
fourdation of credit risk managemant within Business Banking
operations. The credit policies codiy the standards for
acceptarce of new and additional appiications.

& structure of industry concertration limits has been
developed. These are 1actical imils upon which business
planning ard developmendaf activity is based but also ad
as guidedires for pertfolio concentration purpeses. Each
indusiry has beer rated based on the economic and market
cutlook for the industry as well as the consolidated entity's
aclual exposure.

The consolidated entity has designed and implemanted a loan
grading system. The system produces an assessment of credit
guality that measures the factors such as industry risk, financiat
sirength ardd management sbifity of the cient and a security
ratio which estimates the deficiency in the security held irs the
everd of default.

For each <lient, the credit risk grading system uses 3 weighting
of influentisl industry and business cycle factors, historical and
prospective financial performance and level of security. These
areas are fundamental componenis of gradis risk and offer the
greatest insight into the likelihood that a customer will defauit
and create logs. The analysis also provides a strong basis of
credit quality a1 the portfolo and consolidated entity level.

Retaif lnans

Separate credit policies for retail loars codify the standards for
acceptance of new and additionsl applications. Cradit scoring
i used to approve many of the retail barking credit loans
withirs certain thresholds and an end 1o end automated work
floww syster enforces ceriain business rules as well a5 cradil
poficies.

General insurance activities

Credit risk ocours as 8 result of reinsurance arrangements and
investment in finaneial instrumerits. The Board Credit
Committee monitors the effectiveness of credit risk
management i relation 1o general insurance activities,
inciuding the investrmenis and insurance portfolios, and reviews
exposuse 1o reinsurers.

The consolidated entity erders info reinsurarce arrangements
to reduce potential claims fosses. The credit risk associated
with these arrangemerds i monitored ard managed by 8
specialised reinsurance broker operating within the
international einsurance markets. Cver-concentration of
cradit fisk is avoided by placement of cover with a substantial
number of reinsurers. Over 80 percerd of reinsurance i placed
with companies with Standard and Poor's credit ratings of "A”
o hetfer,
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lvestrments in financial instrumenis are held in accordance
with the investment margdates and the operational
guidelines on use of derivatives established in the Risk
Management Statement. Credit imits have beer established
within these guidelines to ensure counterparties have
appropriate credit ratings.

The credit risk of financial assets that have beern recognised on
the statement of finandial position is the carrying amount.

Life insurance activities

Credit risk occurs a5 a result of investments in financial
instruments. The fife insurarce entity has no specific
concentration of credit risk with a single counterparty arising
from the use of financial instrements in managing the
irvestment portiolio other than that normally arising through
dealings on recogrised exchanges and off exchange dealings
{owver the counter contracts). Over the counter contracis are
limited 1o courterparties that have a minimuy fong term credit
rating equivalent to Standard and Poors A from a
recognised credit rating agency. These counterparties are
normally banks operating in Australia.

Credit risk from the use of financial instruments in investment
management is controdled both by credit managemeryt {credi
rating and credit imit controls), and by counterparty
diversification policies to imil exposure o any ane
counterparly as 4 proportion of the investmendt porifolio.

31{c) Market risk

Irn 3% operations the consolidated entity is exposed to a
variety of market risks. Market risk is the risk of ings of current
ard future consolidated entity 2arnings from adverse moves in
interesi rates, foreign exchange rates, equities pricas, properiy
prices and prices of other finsndial confracts including
derivatives.

The corsofidated entify has a risk managemerd framework in
place for market risk. The framework for each risk is
described below,

31{d} Interest rate risk

Interest rate risk is the risk of a loss of current and future
consedidfated entity earnings from adverse moves in inferast
rates.

Banking activities

The two major sources of interest rate risk in relation ta
Barkirg are non-trading activities (balance sheet) and trading
activities. Under autharity of the Board of Directors, the Board
Credit Committes has responsipility for oversight of interest
rate risk for the corsolidated entity. The Board Credit
Commities approves all interast rate risk podicies and reviews
relevant risk measures on a monthly basis. Executive
management of interest rate risk is delegaied to the Asset and
Lisbility Committee who review risk measures and fimits,
provide guidance, endorse non-traded inferest rate risk straiegy
ared moniler execution of siratecy.



31, Bisk management {tontinued}
31{d) Interest rate risk {continued)

Barnking activities {continuad)

Non-traded interest rate risk (balanve sheet risk)

Non-traded interest rate risk arises from the struciure and
characteristics of the banking assets and liabilities and in the
mismatch in repricing dates thereof. The principat objective of
non-traded irterest rate risk managemant is 10 minimise the
fluctuations in value and ret interest income over time,
providing secure and susiainable net interest income arising in
the long term.

Operational management of ror-traded interest rate sisk 15
delegated o the Balance Sheet Managemendt section of the
Treasury Services department. Non-iraded interest rate risk is
independertly monitored agairst approved poalicies by the
Group Market Risk section of the Risk division.

The risk 10 the net interest earnings over the next 12 morths
from a change in interest rates is measured o at lesst a
monthly basis. A simulation model is used 1o combine
underiying finandal position data with assumptions about
business run off, new business and expected repricing
behaviour to calealate the banking erdities’ et irderest income
at fisk. The analysis is based on contractusl repricing
information.

& one-percent parailel shock in the yield curve is used to
determine the potersdial adverse change in net interest income
in ihe ensuing 12 month period. Thisis 2 standard risk
quardification tool. A number of supplementary scenarios
Comprising variations in size and timing of interest rate moves
together with changes i the balance sheet size and mix are
alse used 1o provide a range of net interest income outoomes.

The figures in the table below indicate the potential adverse
charige in net interest incorme for an ensuing 12 month period
for cusrent and previous reporting periods. The change 15
expressed as a perceniage of expecied net interest earnings
based on 3 one percent parallet shock.

Consolidated
2003 2002
£ £

Averane monthly exposure
High month exposure
Loy month exposure
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As a measure of longar-ierm sensitivity, the banking entities
prepare g value at risk analysis 1o value asset and Fabilities
urgder a range of possible interest rate scenarios. This anabysiy
provides irdormation on the potential change that could occur
1o 1he net present value of asseis and labilities where repriding
dates do not match, The inferest rate scenarios are derived
from actusl interest rate movernents that have occurred over
discrete threg-mordh and two-yaar historical chservation
perinds. A 97 5 percent condidence fevel argd a one-month
holding period are used for the simulation. The information iy
based on contraciual repricing information.

Consolidated
2003 2002
$rm $m
Average morthiy exposure 28
High menth exposure 53
Loy manth exposure 12

Further details of non-traded irsterast rate risk in relation o
bankirg activities are set out in note 27{h).

Tradled interest rate risk

The bankiryg ertities trade a range of on balance sheet and
derivative interest rate products. The principal objective of
traded interest rate risk management is 1 generate income
through discigdined trading, provide a service to the bank’s
customers and act as a market maker 1o the entities” own
internal customers. inceene i eamed from spreads achieved
through market making and from managing market risk.

Operationasl maragemernt of traded irderest rade risk i
delegated to the Trading section of the Treasury Services
deparimerd. Traded interesi rate risk is independently
monitored against aperoved policies on a daily basis by the
Group Market Risk section of the Risk Division.

Traded interest rate risk i3 managed using a framewerk that
includes Walue at Risk {"vaR™) lmits, position lisits and stop
loss limits. VaR is a statistical estimate of the potential loss that
could be incurred if the banking ertities’ trading positions were
maintained for a pre-defined time pericd. A 99 percent
confidence level and a one-day holding period are used for the
simutation. in December 2002, the banking eniities moved
from usirg a historcal simuiation VaR methodology and
paralel yield curve shift risk mode! 10 2 VaR model based on g
variance-ro-variance methodoiogy. The Vak model takes into
account correlations between different positions and the
potential for movemenis 1o offset one another within the
individual portfolics. interest rate risk fraom proprietary trading
activities is independently calculated and menitored o 3 daily
basis, Actuaf results are back lested to check the accuracy of
the madel and scenario analysis s regularly performed 1o
simulfate extreme market movements. All trading positions are
valued daily and takers 1o the statement of financial
perfarmance on a mark-to-market basis.
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31, Bisk management {continued)
31({d} Interest rate risk {continuad)
Banking activities {continued}

Traded interest rate risk (continued)

The WaR for the banking entities” interest rate frading portiolios
far e vear was as follows (2002 comparatives have not been
regtated):

Consolidated
2003 2002
Fm $m

Byerage VaR
WA rmueyy WaR
Minimurm Vag

General insurance activities

interest rate risk arises from the investments in interest bearing
securities. Ary change in market value of investments in
interest bearing securities is immediately recagnised in the
staternenis of Enancial performance.

The irvestrent portfolios hold significardt interest bearing
securities in support of corresponding insurance provisions,
invested irra manner consistent with the expected duration of
claims paymersdts. The valuation of the insurance provisions
inciudes the discourting 16 preserst vaiue at balance date of
expectesd {uture claim payments.

Arvy assessment of the impact of changes in interest rates on
investment reveriues must include the offsetting adjustment to
claims expense for changes in discount rates adopted in
cutstargiing claims valuations. The investment portiolio
mandates have heen estaplished or: the basis of the
appropriate matching principles so as to ensure the impact on
the operating result of changeas in interest rates & minimised.

The discourd rates being applied to future claims payments in
determiring the valustion of outstanding <laims is disclosed in
note 19 The exposure 1o interest rate risk and the effective
weighted average irderest sate for classes of financial assets
and financial liabilities is set out in note 28

Wealth management activities

interest rate risk in the statements of financial position arises
from the potential for a change in interest rates to have an
adverse affect an the revenue earnings i the carrent reporting
period and i future years. Arny changes in market value of
investments in interest bearing securities are immeciately
reflected in the statements of financial position in accordance
with the accounting policies discugsed innote 1)

lotes to the financial statements
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31{e) Foreign exchange risk

Fareign axchange risk is the risk of a loss from adverse
mevements in exchange rates on open foreion currency
[OSItons.

Banking activities

The two major sources of foreign exchange risk are non-
rrading activities {halance sheet} and trading activities. Under
guthority of the Board of Directors, the Board Credit
Commitiee has responsibility for oversight of foreign exchange
risk {or the consolidated entity. The Board Credit Committes
approves ali fareign exchange risk policies and reviews relevardt
risk measures on a monthly basis. Executive management of
foreinn exchange risk is delegated to the Asset and Liability
Committes who review risk measures and limits, provide
guidance, endorse and menitor non-iraded foreign exchange
risk strategy

Mor-traded foreign exchange risk

Mon-traded foreign exchange risk arises where investments in
nor-Ausiralian operatians expose current and future
conseligated entity earmings 1o movements ir: foreign exchange
rates. The objective of Toreign currency exchange risk
management within the consolidated erdity i3 1o minimise the
impact on earmings of any such movements. The policy 5 1o
fully hedge any such exposure ard sccordingly minimal
exposure 1o nor-traded foreigrs exchange risk exists. Al
oifshore borrowing facilities arranged as part of the overall
funding diversification process have been hedged in respect of
their poterdtial foreign exchange risk, through the use of
dervative financial instraments.

Traded foreign exchange risk

The barking entities trade a range of on balance sheet and
derdvative fareign exchangs products. The principal objective of
iraded foreign exchange risk management is to generate
income through disciplined 1rading, provide a service 1o the
barkirg entities’ customers and act 43 a market maker 1o the
consodidated entity's owrs intemal customers. Income i earned
frorr spreads achisved through market making and from
Managing risk.

Operational management of iraded {oreign exchange risk i3
delegated to the Trading section of the Treasury Services
deparimersd. Traded foreian exchange risk is independeritly
monitered against approved policies an a daily basis by the
Group Market Risk section of the Risk Division.



31, Bisk management (ontinued}
31{e} Foreign exchange risk (continuad)
Barnking activities {continuad)

Traded foreign exchange risk (continued)

Traded foreign exchange risk is managed using a Trameawork
that includes limits, position limits and stop loss limits. VaR is a
statistical estimate of the potential loss that coukd be incurred i
the barking entities’ trading positions were mairdained for a
pre-defined time pericd. A 99 percent confidence fevel and a
one-day hoiding period are used Tor the simaiation. 10
Decamber 2002, the banking entities moved from using a
historical simufation VaR methodology to a vak model based
o a variance-co-variance methodology. The VaR model takes
ko account cerrelations between different positions and the
potential Tor movemeants 1o oifsel one another within the
individual portfolios. Foreign excharge risk from trading
gctivities is independently calculated and monitored on g daily
basis. Actual results are Back ested 10 check the accuracy of
the model and scenario analysis is regularly performed 1o
simulate extreme market movernerits. All trading positions are
valued daily and taken to the statement of financial
performance on a mark-to-market basis,

The VaR far the banking entities” foreign exchange trading

portfolios for the year was 33 Tollows (2002 comparatives have
ot heen restated):

Consolidated
2003 2002
$m $m

Average VaR
Maximurn VaR
Minism vaR

General insurance activities

The corsofidated entity has ongoing foreign exchange
obdigations in relation 1o a number of outstanding claims which
hiave arisen in; relation o previously writtery offshore inwards
reinsurance business. The provision for cutstanding claims has
peen established on the basis of assessments in relation 1o
notential exposcre.

As this Business i no fonger being written, the consolidated
entily estaibdished 2 special investment portfolio to ensure
sufficient furds were set aside ta accommaodate all firal
settlerments. The claim payments wifl be predominantly i
United States dollars. The irvesiment portfolio consists of cash
and short teryy discount securities with a forward foreign
exchange agreement. The details of the forward foreign
exchange goreement are contained in note 32.

lotes to the financial statements
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Life insurance activities

The statutory funds of the consalidated erdity invest in
overseds assets. These assels back the liabilities within the
funds. In the Investment Linked Fund, any investrment returns,
whether positive or negative, are passed on 1o the policy
owners. 1o the Capital Guaranteed Fund, capital ard declared
interest are guarardesd. The Fund maintaing reserves in
accordance with the standards of the LIASE to meet any risk in
diminution of value associated with foreign exchange risk.

31(f) Liguidity risk

Liggisidity risk is the risk of being unable to meet financial
obligations as they fall due. Under suthority of the Board of
Cirectors, the Board Credit Committes hag responsibility Tor
oversight of liguidity risk for the consolidated entity

The Board Credit Comsmitles appraves all iquidity policies
ard reviews relevant risk measures on a monthly basis.
Executive managemeant of liguidily risk is delegated to the
Asgset and Liabifity Committes who review risk measures
ard limits, provide guidance, endorse and monitor funding
and liquidity strategy.

Banking activities

The primary objective of Hguidity policy i3 10 ensure that the
consolidated entily has sufficient furds available to meet all its
krsowers and potential comemitmerdts on 4 ronmal, going
concern basis and i 4 crisis situation. Liguidity risk arises from
mismatches in the cash flows of firancial ransactions o the
inatifity of financial markets 1o absorb the fransactions of the
conselidated entity.

Ligguidity risk is managed using a framework that includes
minimaum high quality liguid asset ratios, minimum liguid asset
ratios, cumulative cash flow mismatch imits and lguidity
conceniration kmits.

Operational maragemerst of liquidity sisk is delegated 1o the
Balarce Sheet Management section of the Treasury Services
deparimerst. Liquidity fisk is independently monitored sgainst
approved policies on 8 daily basis by the Group Market Risk
section of the Risk Division.

General insurance activities

The ability to make claims paymenis in 4 timely manner i
critical to the business of insurance. The irvestment portiolio
mandates ensure that sufficient cash deposits are available 10
mest day-io-day obligations. [rvesimeryt funds are set aside
within the investment portfolio in support of these reserves,
thereby ersuring the sdeguacy of imvestment portfoliog to
accommodate sigrificant claims payments oblgations. In
addiion, under the terms of the consolidated entity's
reirsurance arrangements, immediate gceess to cash s
available in the event of a major catastrophe.
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31, Bisk management fontinued)
31(f) Liquidity risk {continued)
General insurance activities {continued)

fram 1 duly 2002, the general insurance business must comply
with 1he new prudential regaiations issued by APRA including
the capital adequacy standard that sefs a Mirimary Cagits]
Reguirement for general insurers. APRA have also prescribed a
Minimum Capital Reguirement of 125 percent of the statutory
minimum for the consolidated general insurance activities of
the corsolidated entity. The Board has adopted a policy to
mainiain capitai ol at least 135 pereent of the Minimuom
Cagital Requirement set out in the capital adeguacy standard.
Life insurance activities

The investiment portfolin mandates ensure that sufficient cash
deposiss are avaifabie 1o mest day-io-day obligations. The
consolidated entity maintaing a levet of capital adequacy in
accordance with Actuarial Standards isseed by the LIASE.

31(g} Other market risks
General insurance activities

The consolidated entity has two distingt invesimerdt portfolios,
eack with thelr owr investment mandate, 1o gssist in the
cverall management of the business. The liabilities portfolio
supports the insurance pravisions of the conselidated entity.
The irvestment mardate for this porfolio regquires investmenis
be held in shorl term securities and fized interest securities. The
portfolic is imvestad i a manner consistent with the expected
daration of claims paymenis, ensuring ary vagiation from a
felly maiched position i resirained. [t includes asses {including
foreigrs currency) to support the run-off of ofishore fabilities in
relation to the previous irwards reinsurance activities.

The shareholders” portfolio is tracked in refation to the
investinent of furds in support of share capital and retained
earnings. To provide higher returns on capital maintained, the
irvesiment mandate for 1his porifolio has a more diverse
nvestment strateqy, including interests in equities, properly
and cash. The irvestimerd mandate while providieg higher
returns must also consider the valatlity of investment returns
and the impact of volatiliy on both the capital adenuacy and
profitability of the business. To do this, the invesiment
mandate was developed using a vaiue at risk framewaork. An
acceptable fevel of risk wag agreed and an investrment strategy
was developed where the fkely returns would fall within the
agraed risk limits with a high degree of confidence. The
performance of he investment mandate 15 regularly reviewed
o ensure the risks are within the predicted limits.
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The investments are measured at net market valug and
changes in market valae are recognised in the statemenis aof
financial performarnce. The property investments are subect to
regular vatuations. This property podtfolio is actively managed
10 ensure that any acverse financisl impacts are appropriately
monitered.

An overall downtursn in the egquities markets may impact o the
future resuits of the consolidated entity. The impact of any
sigrificant movemendt is managad by ensuring that the
investment portfolio consists of 4 diverse holding of leadirg
Australian companies and through the imited use of derivative
financial instruments, a3 discussed in note 32

Life insurance activities

The consolidated entity has a shareholder and two statstory
funds, being a Capial Guaranieed Fund and an lnvestment
Linked Fur:d. Withir: the Capital Guarantesd Fund there are
four sub-furds. Within the Invesiment Linked Fund there are
thirteer sub-Tunds. Each of these sub-funds has an investment
mandate.

31{h} Operational risk

Operational risk i3 the potential expoture to unexpeciad
financial or non-financial losses arising from the way irs which
the consolidated erdily conducts its business and includes
reputational and legal risks. Operational risk is managed
through the adoption of the consolidated erdtity's risk
management framework. Risks which cross ail business unils
such as business continuity and regulatory compliance are
coordirated cerdrally by Business Cordinuity Managemerd and
Group Regquiatory Compliance units respectively. These risks are
owined and managed by the Executive Risk Committee with
monitering by the Audit, Business Risk and Compliance
Committee. The Group internal Acdit function alse conducts
regular reviews to manitor compliance with policy and
regulatory requirersents, and examines the general standarad of
control.



lotes to the financial statements

for the yvear ended 30 June 2003

32, Derivative financial instruments

& derivative financial instrument i a Tinancial instrament that provides the holder with the abifity to participate i some or ali of the
price changes of a referencad financial instrument, commodity, index of prices, or the price of any specific item. It usually does not
renuire the holder (o own or deliver the referenced ilem. Derivatives enable holders to modify or efiminate risks by transferring them
to other parties wiking to assume those risks.

Derivative financial instruments are used by the corsolidated entity 1o manage interest rate, foreign exchange and equity price risk
arisirgg from various banking and insurance activities. They are alse used to a limited degree within the insurance investment
portiolios whese itis more efficient to use derivatives rather than physical securities in managing investment portfolios.

The *face value” is the notional or contraciuat amount of the derivatives. This amount acts as reference valus upon which interest
payments and et settlements can be calculated and on which revaluation i based.

The “credit equivalent” is a number calculated using a standard APRA formula and 15 disclosed Tor each product class. This amount
5 a measure of the on balance sheet loar equivalent of the derivative contracts, which incluges a specified percertage of the face
value of each contract plus the market value of all contracts with ar unrealised gain at bafance date. The credit equivalent does not
take into account sry benefits of netting exposures to individual cosnterparties.

The "fair value™ of the derivative contract represenis the net preserst value of the cash inflows ard outflows required to extinguish
the rights and obligations arsing from the derivative iy an arderly market a3 at repording date. Fair value dees not indicate {uture
gaing or losses, but rather the unrealised gaing and losses from marking 1o market 2l derivatives at 3 particular point in time, The fair
value of derivative confracis vary over time depending on movemsents in interest and exchange rates and hedging strategies used.

Banking activities

The banking entity utilises derivative financial instruments predominantly for hedging activities. Details of the sutsianding hadging
derivative conlracts a1 the end of the financial year are a3 {ollows:
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Consolidated
Face Credit Eair
value  equivalent  walue
$m $m $m

2003 financial year 109

Exchange rate relsted contracts
Forward exchange contracts
Cross CUrrency Swaps

Currency options

interest rate refated contracts
interest rate swaps
interest rate ppdions

Total derivative exposures

2002 financial year
Exchange rate relsted contracts

Forward exchange contracts 3,195 77 (51}

Cross curmency Swaps 4,21 409 96

Currency options 15 - -
7421 486 45

interest rafe refated contracts

interest rate swaps 9,33 65 (14

intarest rate options 415 7 -
9,746 72 (14}

Total derivative exposures 17,167 558 31
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32, Dertvative fnanctal instruments {oontinged?
Insurance activities

The consalidated entity sees the use of derivatives as consistent with the obiectives of the overall investment strategies of the
invesiment porifeliog, arxd one of the means by which these strategies are implemented. Derivatives wilf only be used for the
regsong of efficiency, arbitrage and risk reduction.

The Risk Managemersl Stalements, apgroved by the Board and issued pursuant to the requiremerits of APRA, establish the basis on
which derivative fingrcial instruments may be wsed within the investment pordfolios. The preparation and erdorcement of the
statements is & critical requiremerd for licensed insurers. The Risk Management Statements form the basis of the discussion in thiy
note on derivative financial instromerds.

The Risk Managemersl Statements and investment marwdates strictly prohibit the use of derivatives {or speculative purposes or for
leveraged trading. Leverage here is defined a3 creating a portTolio which would have sensitivity 1o an underlying economic o
financial variable which is greater than could be achigved using oniy physical securities. Exposure mits have been established with
respect 10 the various asset classes for each client portfolio. Within 2ach asset ¢lass, derivative exposure imits are identifizd in the
Risk Marmgemerit Statements and imity have been astablished on daily transaction levels. For over the counter (OTC) derivatives
authorised courderparties must have a miniman Standard and Poor’s rating of “A” or the equivalent credit rating Iy another
recogrised credit rating agency.

The investrnent marager has an independent Risk Manager responsitde for monitoring these positions 1o ensure they do not exceed
the authorities establishad in the investmerst mandate. Regular monitoring and cortrol of these activities is the respansibility of the
Board investments sub-committes and the Group internal Audit unit.

The general insurance business has forward Toreign exchange contracts in relation to the overseas fisbilites portfolio. Under the
conirsets, the consolidated entity agrees to exchange specified amounts of United States doilars at an agreed {uture date, 81 8
specilied exchange rate.

The use of dervative finarcial instruments to mitigate market risk, interest rate risk and currency risk includes the use of exchange
traced hill and bord futures, equity index futures, OTC forward exchange contracts and irderest rate and eguily options.

The details of netional principsl amounds and remaining duration of these derivative financial instruments st balance date are a3
fellows:

Consolidated

Awverage Notional Average  Notional
interest  principal  interest  principal

rate amount rate amount
2003 2003 2002 2002
£ $m % Fm
General insurance
Lexs thar one year 5.6 1415
Life insurance
Legy than ong year 4.7 758
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32, Derivative financial straments {eontinued?
Insurance activities (continued)

Derivative financial instruments are investmerds integral 1o insurance activities and are measured at net market value. Changes in
net market value are reflectad daily in the statement of financial performance. The net fair vaiues of the derivative financial
nsiruments a1 balance date are as follows:

Consolidated
Fare Fair Face Eair
value value value value
2003 2003 2002 2002
&m $m $m $m

General insurance

Forward exchange contracts 32 -
interest rate swaps 50 -
interest rate futures 864 -
Equity futures 463 5
1.415 5
Life insurance
Forward exchargge contracts 219 ¥
interest rate futures 181 {1}
Equity futures 358 (3
758 3

Where the probability of exercising ar option & less than one, a difference arises between notional principsl and {ace value. Iy the
current year, notional principal ameunts are egual 1o face value due to the absence of options in the investment portfolic. However,
i1 future periods options may form part of the invesimend poritolo resulting in a difference between notional principat and face
value amounts.
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33, Disclosures about falr value of financls! nstruments

These amounis represent estimates of net fair values at 8 point in time and require assumptions and matters of judgement
regarding economic conditions, loss expenance, risk characteristics asseciated with particular finarcial instruments and other
factors. Therefore, they cannot he determined with precision and changes in the assumptions could have a material impact on the

amount estimated. Fair values of finandial instrumenis at batance date are as Tollows:

financial assets

Cash and liguid assets

Receivables due from other financial institutions
Trading securities

Irvestiment securities

Loans, advances and other receivables

Other firancial agseis

financial liabilities

Deposits and short term borrowings
Payables due to other financial institutions
Payables

Bonds, notes and long term borowings
Subordinated notes

Consolidated

Carrying  MetFair  Carrying Net Fair
value value value value
2003 2003 2002 2002

S $m m $m

1,194 1,194

57 57

1,498 1,458

7,544 7,544

22,955 22,9492

633 633

18,176 18,243

76 70

858 858

3,852 3,971

802 807

- 12

Asset and lability hedges — unrealised gains

The fair valuz of derivative finangial instruments can be found in nots 32
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33, Disclosures abouwt falr value of finsncial instruments {continued?

The estimaied net fair values discioted do not include the value of assets and liabilitiae that are not considerad financial instroments.
in addition, the value of long-term refationships with depositors and other customers are not reflected. The value of these items iy
significant, and the aggregate net Tair value amount should in no way be construed as representative of the underlying value of the
corsofidated entity

The following methodologies and assumptions were used to determine the net Tair value estimates:
Financial assets

A cash and liouid assets and receivables due from other {inancial instifutions are short tarm in nature or are receivable on dermana,
their carrying value spproximates their net fair value. Trading and investment securities are carried at net market value which
equates 10 net {air value,

The carrying value of inans, advances and other receivables i ret of general srd specic provisions for impairment and interest
reserved. For variable rate loans, excluding impaired foans, the carrying amount is considered a reasonable estimate of net fair value.
The net fair vaiue for fixed rate foans was caloulated by utilisng discountad cash flow models 1o determine the net preserd vaiue of
the portfolic fulure principsl and interest cash flows, based on the irderest rate repricing of the foans. The discount rates applied
were based on the rates offered by the banking erdities on current products with similar matuority dates.

For all other financial assets, the carrying value is considered 1o be a reasonsble estimate of net fair value.
Financial labilities

The carsying value at balance date of non-interest bearing, <all and variable rate deposits, and fixed rate deposits repricing within
six months, 15 the net fair value, Discounted cash fow models are used to caleulate the net fair value of other term deposits based
upon depoasit ype and related maturities. As the payables due to other financial institutions are short term in nature, their carrying
value approximates theis net {air value

The net fair vaiue of bonds, long term borrowings and subordinated notes, are calcufated based on either the guoled market prices
at balarce date or, where guoted market prices were not svailable, a discounted cash Tlow model using a yield curve appropriate to
the remaining maturity of the instrumerd.
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For all ather financal Habilites which are shart 1term in nature, the carrying value is considered 10 be & reasonable estimate of net

fair value. For longer term liabilizies, net fair values have been estimated uging the rates curently offered by the banking entity for
similar fabilities with similar remaining maturities.

Contingent financial liabilities and credit commitments

The corsofidated entity has poteniial financial liabifities 1hat may arise from certain contingencies disclosed in note 42. As explained
i ihat note, no material losses are ardicipated in respect of any of those contingenzies.

The net fair vaiue of commitments 1o exterd credit, letiers of credit, guarantess, warranties and indemnities issued was ot
caleulsied as estimated fair values are not readily asceriainable. These financial instruments genesally relate to credit risk and attract
fees i lire with market prices for similar arrangements. They are not sold of raded by the consolidated entity. The items generally
do not invelve cash payments other than i the avent of default. The fee pricing is set as part of the broader customer credit
process and reflects the probability of defauli The net fair value may be represented by the present value of Tees expected to be
received, fess associated cosis. The oversli level of fees invalved is not material.

Other unrecognised finandial instruments

Met fair value of asset and liability hedges is based on gquoted market prices, or broker and dealer price guotations. The ret fair
value of trading and investment dertvative cordracts was obiained from quoted market prices, discounted cash flow models or
option pricing madels as approgriate.
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34, Cortrolied entities

Suncorp-Metway Etd
Controlled entities of Suncorp-Metway Ltd

Metway Credit Corporation Limited

Suncorp Metway Statf Ply Lid

Metway Leasing Limited

Excelle Pty L1d

SIS Super Pry Ltg 03

SMEE Management Piy Lid

QIBC Limited

Suncorg Metway Equipment Leasing Pty Lidd
Suncorp Metway Advances Corporation Py Lid

Suncorp Finance Limited
Controbled entities of Suncorp Finance Limited

Permarent Holdings Piy Ltd

Permarsent Finance Corporation (Aust) Ply Lid

PFC Finance Py Ltd

Medical and Commercial Fiance Corporation Limited

Graham & Company Limited
Controlled entities of Graham & Company Limited

Graham & Company Securities Limited

Hooker Corporation Limited
Controlled entities of Hooker Corporation Limited

L1 Hooker Limived

Hooker Corporate (ACT) Pty Ltd o3

Hooker Corporate (QLD) Ply Ltg o0

Hocker Corporate (SA) Ply Ltg i

Hooker Corporate (TAS) Ply Lid i

Hooker Corporaie (WC) Pty Ld &

Hooker Corporate (WA) Py Lid @

Hooker (Superannuation) Pty Lid &

Li Hooker Limited (incorporated in United Kingdom) @2
LE Hooker Limited (incarporated in Hong Kong) &

LE Hooker (Singapore) Pte Lid (incorporated in Singapore) @4

Li Hooker {NZ) Limited &
Cantroffed entities of L J Hooker (NZ] Limited

lotes to the financial statements

for the yvear ended 30 ine 2003

Metfin Capital Pty Etd
Controllad entities of Metfin Capital Pty Ltd

Shelbourme rvestments Py Lig 03

Suncorp Metway Insurance Ltd
Controllad entities of Suncorp Metway Insurance Ltd

First Mational Financial Solutions Limited
{formerty L Hooker Financial Services Limited}
The Park Road Properly Trust (65% interest)
Surcofp Metway Risk Management Ple Limited
{incorporated in Singapore) &
GO insurance irvestment Holdings A Pty Lid
Controfled entities of GIC Insurance Investment
Holdings A Pty Lid
(1D Australia Limited
Controfled entities of GIC Australia Limfted
GI0 Technical Services Pty Lid 03

G0 Gereral Limited

Cantrolled entities of GIO Genersl Limited
QIO Workers Compensation (VIC) Limited
G0 Workers Compensation (NSW) Limied

Suncorp Metway Investment Managament Limited
Controllad entities of Suncorp Metway Investment
Management Limited

SUNCORP Custodian Services Piy Ltd
Hedge Furds Limited (57.1% interest)
SUNCORP Progerty Maragement Limited

Suncorp Life and Superannuation Limited
Cantrolad entities of Suncorp Life and
Superannuation Limited

SiP Super Pty Ld
SUNCORF Superannuation Pty Ltd
SUMNCORP Financial Planning Piy Ltd

L I Hooker Groug Lid (incorporated in New Zealand) @
Challenge Realty Group Ld {incorporated in Mew Zeatanc) @2
LI Hooker Limited {incorporated in New Zealarngd) @&

Except as othenwise noted, the Compary's beneficial interest in gl confrodled entiies is 100 percent and they are incorporaterd

in Augtralia.

T A namizer of controlled antities are smait propristary companies. Accordingy, they are nat reguired to produce, ang have not produced, audited
financial statemans.

@ pasdited by ancther mamber firm of £PMG Internationsl.
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3%, Acguisition and disposal of controlled entitles
{a) Acquisition

During the prior financial year the consolidated entity completed the acquisition of 100 percent of GIO Insurance Investment
Holdings A Pty Limited (" GICHHA™} and ity wholly-owned cordrolied entities. The business scouired included the Australian generat
insurance business of AMP and GIO, but excluded the GIO inwards reinsurance business, GIO Australia Holdings Limited {the {former
fisted company} and GIO' run-off-book of its former large scale Commescial and Special Risks Insurance Businass.

For the purpases of preparing the financial report of the consolidated entity, control of the AMP and GIO general insurance business
was effective from 1 July 2007, The finarial report ingludes the financial position, the results Trom operations and cash flows from
that date. The assets, lisbifities, righls and licences necessary to undertake the buginess scquired are held in GICHEA and its whoily-
cwned controlled entities, GIOEHA was aquired by Suncorp Metway insurance Ltd ("SMIL™}

The principal cosls associated with the restructuring pravision of $112 miliors (now fully utifised) included staff redundancy
payments, iermination of lease o serdce confracts, information systems integration, and cosis involved in centralsing processing
activities. Details of the acquisition are as follows:

Consolidated
2003 2002
$m $m

Consideration Z

=

paid on 28 September 2001 1,263 4
paid on 11 January 2002 135 b

Trargaction costs 13 %

i
Cost of acquisition 1,411 3

=3
Fair value of net assets =
Assets g
Cash and fiquid assets #7
frvestment securities 1,793
Receivahies 335 115
Reinsurance and other recoveries rereivable 2728
Property, plart and eguipment 25
Deferred 1ax assets 79
frvestiments in associates &0
Other financial asseis 143
Total assets 2,730
Liabilities
Deposits and short term borrowings 26
Payabiag 93
Frovigiors 82
Restructuring provision 112
Outstanding claims and unesrned premiums provisions 2,010
Total labilities 2,323
Fair value of net assets of entities acquired 407
Goodwilt on acouisition 1,004

Cash consideration 1,411
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Consolidated Company
2003 2002 2003 2002
S 3m S 3m

35, Acouisition and disposal of controlled entities
feantinued)

(&) Acguisition {continued)
Outflow of cash to acquire controlied entity, net of cash acquired
Cash consideration
Less: Batances scquired
Cash

Outflow of cash

The Compary provided the furgding for SMIL 1o complete the acquisition.

During the prior period, Suncarp Metwsy lnvestment Management Lisited {*SMIML") acquired 507 percerdt of the Class &
(“voting™) shares and 57,1 percent of 1he Class B {"economic”) shares of Hedge Funds Limited. The operating resuits of this
controfled enfily have beers included in the consolidated group resulis since 21 December 2007, being the date of acquisition.
SMIML acts a3 responsible entity Tor the Hedge Funds of Austrafia Unit Trusts. Details of the acguisition are as foliows:

Consolidated
2003 2002
m $m
Cost of Acquisition 2
fair value of identifiable net assets of controlied entity acquired 3
Outside equity interests (2}
Goodwili on acquisition 1
Cash consideration 2
Outflow of cash to acquire controlied entity, net of cash acquired
Cash consideration 2
Less: Batances scquired
Cash 1
Outflow of cash 1

(b) Disposal

During the financial year the congolidated antily deregistered the following controlied entities:

Abbott & Willliams Ply L1d 1 fuly 2002
Carindale Maragement Limited 1 Getober 2002
Desringhurst Py Lid 5 May 2003
Matway Star Limited £ May 2003

No gain or foss on sale arose on deregistration of these controlled entitizs.

During the prior financial year, the Company disposed of Hs investment in Metway NMominess Pty Limited. The aggregate cash
cemsideration received {net of stamp duty and fegai fees payable) was 311,020,201 and the aggregate net asseis disposed of way
$7,232,095. The agyregate gain on disposal of Metway Nomineas Ply Limited was 33,788,106,
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36. Related party Information

Direttors and director related entities

The names of persens who were directors of the Compary at any time during the financial year were a3 follows:

lohin D Stary Martin O E Kriewaldt
lohn F Mulcahy Christopher Skiften
Dr fan D Blackburne f fnhn Lamble
Rodney F Cormie 8 Patrick Handley

D Cherrell Hirst W Steven lones

lames § Kenredy

Wir Jobin F dMaleahy was appointed managing director o 6 January 2003, Christopher Skilton was sppoinied executive director on
13 Navember 2002, W Stever: lones held office as a dirsctor until his resignation: on 23 Septemper 2002, R fohn Lamble held
office a3 a director until his retitement on 7 March 2003, and R Patrick Handiey held office as a director until his resignation on

7 darch 2003,

Detaily of directors’ remuneration and retirsement henefits are se1 out i note 39

The Australan Securities and Investments Comemission issued class order 98/0110 on 10 July 1998 which relieves Australian barks
from disclosure of bank loars and other finandial instrumerdt transactiong made 1o related parties ir the ordinary course of business,
ather than loans and financial instrument fransactions to a director of the Company. This relief does not extend 1o shares and share
Gptions.

The Cormpany is fequired urder the termy of the class order to lodge a statutory declaration, signed by two directors, with the
Australian Securities and Investments Comemission. The declaration must provide confirmation that the Company has instigated
systems of internal controf ard procedures, which provide assurance that any loars ar other firancial instrument transactions of a
bank which are not entered into o normal terms and conditions are drawn o the attention of the directors, 5o that they may be
disclosed in the financial statements. The Company will lodge such a declaration with 8 annual return to the Aosirakan Securities
and tnvestrnents Commission.

Ledig (Enuuy £07 dicaung

Loans to directors and director related entities

o . . . 117
Loar facilities 1o directors of the Company, from the Compary and it controlied entities, are extended under the normal terms and

conditions applicable to customers, o in respect of loans 1o executive directors, on the same terms and conditions as apply to other
employees of the consolidated entity in accordance with established policy.
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Consolidated Company
2003 2002 2003 2002
$000 $1000 $oo0 000

36. Rolated party Information {continued)
Loans to directors and director related antities {continued)

Secured loans 1o directors

WS Jones 400
& Story 84
489

Loar: to WS Jones: The loan was repaid on 6 December 2002 subsequent 1o the resignation of Mr lones. The inan was on
normal terms and conditions, which included an offset facility. interest received on the loan after the offset during the year
was $3.31 (2002: $11,5585). No advances were made during 1he financial year,

Loan to D Story: The principal amount is repayable st ary time before 14 june 2007 interest received on the loar was
$6,257 {2002: INiE). The loan was advancad ors 14 June 2002 and is on nermal temms ared conditions. Repayments of
$15,521 (2002 31,293} were made during the financial year.

Sharsholdings

The number of shares and exchanging instalment notes held by directors of the Company and director related entities in the
Company are set out below:

Ordinary  Orchnary

Shares Shares
2003 202

Balance at the beginning of the financial year 325,248

Directors no lorger in office (154,673}
Directors appointed during the year 3,383
Serieg 2 BIN'S convertad to shares 114,000
Net purchases on market 318,063
Shares issued under Share Purchase Plar 1,645
Zalance at the end of the financial year 607,666

Directors of the Company and direcior refated enfities received normal distributions on these shares. Details of the directors’
sharehoidings in the Comparry at the date of signing these financial statements are set out in the Directors’ Repori.

Other transactions with directors and director related entities
Financial instrument fransactions

financial instrument frarsactions between the Compary and directors and director refated entities during the financial year were in
the nature of normal personat banking, investment ard deposit transactions. These transactiony were on cammercial termy and
cenditions ne more favourable than those given to other employess or customers.
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36, Helated party information continued}
Other transactions with directors and director ralated antities {continuad)
Transactions other than financial instrument transactions

The Company hay agreements with non-executive directors providing for terefits 10 be paid on their retirement or death.
The maximum benefit payable to a direcior is the total of anrual fees paid by the Company to the director in respect of the fast
three years of service.

Wir J D Sgory i a partrer in the fire of Corrs Chambers Westgarth, Solicitors, which from time to time rendered legal services to the
Compary in the ordinary course of business. Fees paid o the firm during the Tinancial year amourded to 51,033,695
(2002: %2,243,229).

Wir MDE Kriewaldd is 4 consusliant to Aon Carporation. Acn Corporation provides management services 1o a condrolied entity.
These services are providend under normal terms and conditions,

Other transactions with directors and director related entities are conducted o arm's kength terms and conditions, argd are deemed
trivial or dormestic in nature. These rangactions are in the nature of personal investment, generat insurance and fife insurance
nodicies,

Apart from the details disclosed in this note, no director or director relaled entity has entered into a material contract with the
consolidated entity during the reporting period, and there were no material contracty invelving directors or a director related entity
existing at the end of the reporting period.

Transactions with entities in the wholly owned group and other related parties
The whally cwned groug consists of Suncorp-Metway Ud and its wholly owned and confroiled entities disciosed in note 34

Trarsactions between the Comparry and related parties in the wholly owned group consisted of advances made and repaid,
dividends received and paid, insurance premiums received and paid, fees received and paid for administrative, properly and
portiolic managemerd services, and interest received and paid. All these trarsactions were o 4 normal commercial basis.

Ledig (Enuuy £07 dicaung

Aggregate amounts resulting Trom transactions with members of the wholly cwned group that have been included in the profit
from ordinary activities before tax are disclosed in Motes 3 and 4. 119

Company
2003 2002
$m $m

Current amounts receivable
Controlled entities

Current amournts payable
Controlled entitieg

Ultimate parent entity
The ultimate parerst entity in the wholly owned group is Suncorp-Metway Lid.
Ownership interests in related parties

interests held in the foliowing ciasses of relatad parties are set out in the following notes:
(&) controlled entities - note 34
(b associates - note 38
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37. Flduciary sctivities

The consolidsted entity corducts investment management and other Hdaciary activities as trustes, custodiar or manager Tor various
investiment funds ard trusts, Suncorp Metway approved deposit furds, Superannuation funds, and wholesale and retail uni {rusts.
These activities resuit in the helding or placing of assets on behall of individusts, rusts, retirement benefit plans and other
institutions. These assets are not the property of the consolidated entity and are not included in the corsolidated financial
statements.

Where controlled entities, as single responsible entities or trustees, incur labilities in respect of these activities, a right of
indemnity exists agairst these assets of the applicable trusts. As thess assets are sufficient 1o cover liabilities, and it is not probable
that the controfled entities will be required to settle them, the liabiities are ot included in 1he consalidated financial statements.
At 30 June 2003 the value of assets urder management was $1,232 million (2002: $1,172 millior).

38, Investments in associates

The financial report of the consolidated entity inclucdes the financial position, the resulty from operations and cash flows of the
following oint venture operations in accordance with the accounting policy described in note 1{wh The investmenis are held by
GICIHA. Information relating 1o the assocates is set out below:

Consolidated
Name of Company Principal Activity Ownership intarest carrying amount
2003 2002 2003 2002

B % sm Fm

Other (non-traded)

RACEG General insurance Lid Irsurance
RALA — GIO Insurance Holdings timited Irsurance
Workplace Injury Management Services Ply Lid Irsjury managemend
Consolidated
2003 2002
m 3m

Movements in carrying amounts of investments in associates
Carrying ameunt at the beginning of 1he financial year

Share of profits from ordinary activities after income tax 6
Dividends receivedireceivable -
Notional goodwill amortisation {1}
investment through acquisition of entity 1
Acguisition of irwvesiments in associates 80
Carrying amount at the end of the financial year 86
Results atiributable to associates
Predits from ordinary activities before income tax g
INCCINE 18X BXpense (2}
Profits from ordinary activities after income 1ax 6
Less: Dividends received/receivable -
&
Retained profits attributabile 1o associates &1 the beginning of the financial year -
Retained profits attributable to associates at the end of the financial year &
Surmmary of the performance and financial position of associates
The aggregate profity, assets and lighilities of associates are:
Predits from orcinary activities after income 1ax expense 12
Assets 472
Liabilities 360
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39, Remuneration of directors and executive officers

38{a) Directors’ remuneration
Total amount received of due and receivable by direciors of the Company for the year ended 30 fune 2003 was:

Base Other Termin- Total
emolu- Shares  compen- ation compen- Retirement
mentt  Bonus  issued ™ sation®  payment  sation  benefits % Options # Total
3 1 i 3 1 i 3 i i
Executive Directors
1F Muleaty &
C Skiltor #
WS Jones &

Non-Executive
Directors

1B Story

D Blackburne
R F Cormie

C Hirst

1] Kennedy

M O E Kriewaldt
R 1 Lamble &0

R P Handley

M3 Exacutive Directors’ ramuneration consists of both basic and packaged benafit components. Non-Executive Direciors’ remuneration represents fees in
connection with attending main Board, Board committees and controtled entities’ Board meetings.
feflects amounis accrued but not yas paid in respact of the year ended 35 lune 2003
feflects shares issued a3 part of remureration benefits, Sharas issuad under e Erecutive Performance Share Plan are sxpensed o the statement of
financial peiformance over the period from alocation gate fo vesting date.
fleflects non-salary package remuneration and ingludes Company contrisutions to superannuyation.
o Represents the increase in the Provision for Retirement Banefits, My Lamble retiveg during the financial year and received a payout from the provision
of $871,004. M1 Handiey retired during the finandal year and received a payout fron the provison of $52 841, These amounts s not shown in 121
retirement benefits,
The amounts disclosed for options are based on the sssessed fair value of options at the date they were granted. All UpLIUr.s wiie granted in previous
financial years. Fair values have been detarmined using an option pricing moded that takes into account the exercise price term of the options,
the vasting and performance oritera, the impact of dilution, the current price and aapacied price VOlc.TJl ty of tha undeilying share, the expected
dividend yigld snd the rsk-Tree interest rate for the term of the option. The fair valug has bean alliocated to fnancial years over the period from grant
data o the date options are first exercisable. Accordingly disclosure incudes options granted in previous financial years wisich have been disclosed in
praviots financial years. Thass amounts have rot been recorded in the sistement of ncial serformanca.
B DfF the shares issued to M dMulcaby, $2,259 450 relates 1o o one-off upfrort compensation of benefits foregone from change of employsent.
W Skion was an executve o the whole of the finsncist yvesr and weas appoinies a directar on 13 Novembar 2002 Resmuneragon shown bera
Tepresents remunersion over the parod doring which be was a directon His ramuneration for the pariod from the baginning of the financial year
until ihe date of 2ppointment as s direcior is shov 1 eReCuthes’ remuneration.
B The shares issued represent the amount taken to the statement of Tinancial performance as a result of the vesting of shares issued in 2 priar pericd
which vested a5 a result of the cessation of empioymant of Mr Jones,
A The shares issued retate ioa “salary sacrifice” rather than an ssue of incentve shares,

Ledig (Enuuy £07 dicaung

=

Directors’ remunerstion exciudes insurance premiums paid by the Company in respect of the Direciors” and Officers” Liahility
insurance confract as such disclosure is prohibited under the terms of the contract.
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for the yvear ended 30 ine 2003

3%, Hemuneration of directors and executive officers {continued)
3%{a} Directors’ remuneration (continued)

The numbers of directors of the Company whose income from the Company or any refated party falls within the {ollowing

bandsg are:
Company
2003 2002
aumies rurnber
Amount
$20,000 10 $39,9%4 1

$50,000 1o 355,999
$80,000 1o 383,995

$90,000 to $99,995 4
$100,000 to $109,999 !
110,000 10 $119,599 -
$130,000 1o $139,999 !
170,000 10 $179,599 -
$210,000 10 $219,599 -
$230,000 1o $239,999 1
$240,000 1o $8489,599 -
$2,440,000 10 §2,449,5594 1
$3,760,000 10 $3,765,954 -
54,520,000 10 $4,529,994 -
The rermuneration bands are based on the total compensation amount shove as reguired by the Accounting Standards.
Directors of Directors
entities in the of the
Consolidated Entity Company
2003 2002 2003 2002
3000 $7000 $ooe $000

incorne paid or payable, or atherwise made available, to directors by
entities in the consclidated entity and related parties ir conraction with
the management of sifairs of the Compary or its controlled entities

incorne received by non-executive directors of the Compary and 118 controlled entities during 1he nancial year amounted to
$1,003,732 (2002: $1,211,430). A1 the Extrsordinary General Meeting of Suncorp-Metway Lid held on 14 March 1957,
shareholders approved a maximugy amount of income payable to such direciors of 31,500,000

39(b) Directors’ retirement benefits

Consolidated Company
2003 2002 2003 2002
$000 $1000 $oo0 000

Ameurits provided during the corrent financial year in respect of
non-executive directars of the Company and controiled entities in
connection with retirement from office, being amounts previously

approved by shareholders in 2 general meeting 247
Ameuris paid or payable dunng the current finarcial year in respect

of non-executive directors of the Company and controlled entilies in

connection with their retirement from office, being amounts previously

approved by shareholders in 3 general meeting 398
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39, Hemuneration of directors and executive officers {continued)

39{c) Executive officers’ remunearation

The following table shows the remuneration of sl of the executives of the Company and the corsolidated entity who were officers
durirg the year ended 30 June 2003, The executives are those individuals responsipie Tor strategic direction and managemeart
dusirg the year. The table includes Mr Moynihan who ceased employment with the Company during the financial year. My Skifton
was an executive for the whole of the financial vear and was appeinted a director on 13 November 2002, Remuneration shown in
the lable below represents remuneration over the period during the financial year before he was appointed a direcior, His
remuneration for the peried from the date of appointment as a director is shown in directors” remuneration.

Base Other Termin- Total
emolu- Shares compen- ation compen-
mernt Bonus ¥ issued ™ sation® payment sation Options & Total
i % 1 3 i i % i

Greg Moynihan {Former
Group Executive Banking
and Wealih Management)
lehin Trowbridge (Group
Executive Suncorp insusance
Peter johnstong {Group
Executive HR, Projects and
Central Servicas)

Wark Blucher (Grospe Executive
Retaii Banking Customers)
Carmel Gray (Group

Executive information
Technoiogy}

Ray Reimer (Group Executive
Buginess Banking Custorners:
Chris Skilton (Chist

Finanicial Gfficer)

Bernadetie Fifield (Group
Executive Weslth
Management, Group Strategy
and Group Marketing)

Ledwy (enuuy £o07 dicaung
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feflects the toral remuneration package consisting of both basic salary ang packaged berefit componants.

Reflects amouns sccried but not yer paid i respact of the year ended 30 June 2003 or paid in respect of services to date of fermiratior.

feflects shares ssued as part of remureration benefits, Shaves issuad under the Erecutive Performance Share Plan are sxpensed o the statement of
financial peiformance over the period from aliocation gate fo vesting Sata.

feflects non-salary package remuneradon and includes Compsny contiBusons 1 superanauazon.

The amounts disclosed for options for executives are based on the sssessed fair valug of aptions at the date they were granted. All options wera
granted in previous financial vears. Fair values bave been determined using an option pricing modet that takes into account the exercise price, the
term of the eptions, the vesting and performance criteria, the impact of dilution, the current prica and expecied price volatility of the underlying
share, e expacied dividend yield ang the risk-free interest rate for the term of the option. The faiy value has been allocated io finandst yesrs over
tha pariod from grang date to date options are first exercisable. Accordingy gisclosure includes options granted in pravious irancal years which have
feen disclosed in praviois francal years. These amounts have not been recorded in the staterment of financial parformance.

The shares issued 1o My Trowdridge refate 1o 2 one-off upfront compersation of benefits foregone from change of employment.

Note: Individuals other thar execatives who are rewarded under incentive-based systems according to resulis, consistent with
market practice within the indusiry, may within any given year receive remuneration at a level in excess of that received by some
execatives shown shove.
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for the yvear ended 30 ine 2003

3%, Hemuneration of directors and exscutive officers {vontinued)
3%{¢} Executive officers” remuneration {continuad)

The numbers of executive officers {including the executive directors included in note 3%(a)} whaose income from the Company or
controtled enfities falls within the following bands are:

Consolidated Company
2003 2002 2003 2002
number rurmber numies rurnher
Amount
$240,000 10 3249,559 -
$350,000 10 3355,5%9

$480,000 10 3489,559
$510,000 16 $519,599
$620,000 10 3629,599
$680,000 10 $689,599
$730,000 10 $739,599
$790,000 10 $799,559
210,000 10 $819,599
$830,000 1o $839,599
$970,000 10 3579,5959
$1,050,000 10 $1,059,59594
$1,260,000 10 $1,259,59594
$1,340,000 10 $1,349,594
$1,4580,000 10 $1,459,59594
$2,440,000 10 §2,449,5594
$3,760,000 10 $3,765,994
54,520,000 10 $4,529,994

The rernuneration bands are based on the 1otal compensation amount above as reguired by the Accounting Standards.

Consolidated Company
2003 2002 2003 2002
$000 $1000 $oo0 000

Total remuneration iy respect of the financial year received or due
and receivable, from the Compary, entities in the consalidated
entity or refated parties by executive officers {including the
executive direczors) of the Company and of controlled entities

whose income is $100,000 or more 6,793




lotes to the financial statements

for the yvear ended 30 June 2003

Consolidated Company
20403 2002 2003 2002
5m Fm $m Fm

46, Reconciliation of profit from ordinary activities
after income tax to net cash inflow from
operating sctivities

Prodit Trom ordirary activities after income tax 411
Classified as investing activities
nceme tax paid - investing activities -
Non-cash items
Amortisation of goodwili -
Change in net market value of trading securities (5
Change in net market value of investinents -
Bad and doubtful debts expense 37
Deprediation of properly, plant and equipmerd 2
Loss on disposal of property, plant and equipmendt -
Share of ret profiss of assodiates sccounted for using the eqguity method -
Change in assets and liabilities
Gross up of G5T on lease instalments included in operating payments 10
Net mavement in tax balances 30
increase in acorued interest receivable (2}
{(Increaseydecrease in prepayments and deferred expenses 59 §
{Increaseydecrease i excess of ret market value of interests in subsidiaries - §
{Increaseldecrease i receivables and other financial assets a8 %
Decrease in accrued interesi payable (2} =
increase i sundry creditars and accrued expenses 66 §
fncrease in ouistanding claims provisions - 5
ncrease in aneamed pramiums provisions - %
increasef(decrease) in e insurance gross policy lisbilities - =
increase i policy owner retained profits -
Decrease in provisiony (4

125
Net cash inflow from operating activities 690
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Consolidated Company
2003 2002 2003 2002
$000 $1000 $oo0 000

41, Auditors' remuneration

During the year the auditor of the Compary and its related
practives earred the fellowing remunerstion:

Audit services:

Auditors of the Cormpany — KPMG

Audit and review of the firanciat reporis 1,489 960

Other reguiatory audit services 431 18
1,920 1,078

Other auditors — Emst & Young

Audit and review of the financial reporis 1,402 -
3,322 1,078

Other services:

Auditors of the Cormpany — KPMG

Other assurance serviges (U B 557

Other audifors — Emst & Young

Other assurance serviges & G -
1,585 557

N Dther assurance services provided by KPMG primarily refate 1o credit ang other benchmarking seivices, agreed upon due diligence procedures, agreed
upan procedurss engagaments and accounting related services,

@ Dther assurance services provided by Frist & Young primariy refate to accounting related services, sdvsory and compliancs taxation senscas,
corporate finance advisary, risk review services and legistative advice.
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4z, Contingent liabilities and contingent assets

Contingent liabilities

There are austanding court proceedings, claims and possible ciaims agsinst the consalidated entity, the aggregate amoeunt of which
carnot be readily quantified. Where considered appropriate, fegal advice has been obtained. The consclidated entity does not
corsider that the outcome of any such <laims known 1o exist at the date of this repart, either individually or in aggregate, are likely
to have a material effect on is operations o financial position. The directors are of the opinion that provisions are not reguired in
respect of these matters, as it is not probable that s future sacrfice of econamic benefits will be required or the amount is not
capable of reliable measurement.

Details of cordingent fabilities for which no provisions are ingluded in these Tinancial statemerdts are as follows:

s The consolidated entity has given guarantess and undertakings in the ardinary course of business in respect to credil faciiities
and rental obligatiors. Note 43 sets out details of these guarantees,

+  Certain controlled entities act a3 trustee for various trusts. In this capacily, the controlied entities are fiable for the debis of the
trusts arxd are entitied 1o be indemnified out of the trust assets for all liabilities incurred on behatl of the trasts.

* Inthe ordinary course of business the consolidated ertity enters into various types of invesiment contracis, including derivative
positionns, that can give sise 1o contingent labilities. 11 s not expected that any significarst liability will arise from these types of
trarsactions as any losses or gairs are offset by corresponding gaing or losses or the underlying exposures.

s Az part of the conselidated entity’s acquisition of 100 percent of GIOHHA and ity wholiy-owned controfled entities dusing the
prior financial period, 15,028,800 cash settleable warrants were issued to AMP Life Limited. The exercise price i5 $76.38 per
warrart at any time during the period 28 September 2004 to 28 September 2006, Should the cash setileable warrants be
settfed in cash, the amount payable by the corsolidated entity is the volume weighted average price of the corsclidated
entity’s share price over the 10 business days prios to the exercise date, less the exercise price.

s A controdled entity, Suncorp Metway Insurance Lid, entered into lease securitisation and defeasance transactions i May 1993
urider whick Surcorpy Metway Insurance Lid is reguired to reassume the liability for instalment paymenis due under certain
circumstances, such as default urder #s obligationy as lessor or an unremedied breach of warsanty, represerdation or covenant
in relation to the original documents. The net present value of the otsl amourd of principal and interest instaimerids
outsianding as at 30 June 2003 is approximately $66 million (2002: $65 millior). In the event of crystallisation of this liability,
that ertity would reassume the inferast in the leasehold over the two propertias.

Ledig (Enuuy £07 dicaung

Contingent assets 127

There are ¢laims and possitde claims made by the consolidated entily against external parties, the aggregate amount of which
carnot be readily quantified. Where considered sppropriate, fegal advice has been obtained. The consclidated entity does not
corsider that the outcome of any such <laims known 1o exist at the date of this repart, either individually or in aggregate, are likely
to have a materal effect on ity operations or financial position. The directors are of the opinion that receivables are not required in
regnect of these matiers, a4 it is not probable that future economic benefits will eventuate or the amount & not cagable of relabie
measurement.
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43, Commitiments

in the ordinary course of business, various types of contracts are entered into relating to the financing needs of customers, including
commitments to extend credit, l2iters of credit and financial guarantees. The consolidated entity uses the same credit policies and
assessmend criteria in making these commitments and conditional obiigations as it does for on-hbalance sheet instruments.

Credit comsnitments

Detailed helow are the notional amounts of credit commitments together with their credit equivalent amounts determined in
accordance wilh the capital adeguady guidelinegs set out by APRA:

Consolidated Company
2003 2002 2003 2002
S 3m S 3m

Notional amounts

Guaranteses erdered into in the normal course of business 131 131
Commitments 10 provide leans and advances 3,350 3,390
3,521 3,521

Credit equivalent amounts

Guarartess enterad into in the normal course of business 6 66

Commitments 10 provide leans argd advances 210 210
876 876

Operating lease commitments

Angregate future non-canceliable operating fease rertals contracted

for but not provided in the financiat statemerds are payable a5 {ollows:

Withiry one year 51 28

Later than one year but nod fater than five years 102 49

Later than five years 12 10
165 87

The consolidated entity leases property under operating leases expiring Trom 3-10 years. Leases generally provide the consolidated
entity withy a right of renewal at which time all terms sre renegotizied. Lease paymenis comprise a base amount plus an incrementat
contingent rental. Contingent rentaly are based on either movemnents in the Consumer Price Index or operating criteria.

Consolidated Company
2003 2002 2003 2002
S 3m S 3m

Expenditure commitments

Expenditure for the acquisition of plant and equipmerdt contracied for
but net provided in the financisl statements is payable as {ollows:

Mot fater than one year
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4%, Compnitments {oontinued)

Superannuation commitments

On 1 October 1998 the then SUNCORP Staif {Closed) Superannuation Plan was re-named 1he Suncorn Metway Staff
Superannuation Plan and contributions from that date ne longer purchased defined benefits, bot accumatation benefits. Both the
former Suncorp Metway QIDC Stalf Superannuation Furkd and the QIDC Superannuation Scheme transferred into the Suncorp
Metway Stall Superannuation Plan at that same date. Some members of the former SUNCORP Siaff (Closed) Superannustion Plan
and the QIDC Superannuation Scheme elected to retain their benefits accrued 10 30 September 1398 in defined benefit form.
Further, some members of the AMP Officers’ Provident Fund have transferred into the Stadf Flan, following the GiC acquisition, with
a4 defined benedit attaching. Accordingly, the Suncorp Metway Stall Superannaation: Plan is still techrically a defined benefit plan,
althaugh no contributions since Getober 1998 other than the transfer from the AMP Officers” Provident Fund have actually
purchased defined henefits,

in ihe case of defined benefit furkds, sn acluarial assessment of the fund is made not fess than every three years. At the date of the
fast review of the Suncorp Metway Staff Superannuation Plan (effective 30 june 2002), 1he aciuary (dr W G Spencer, BSc., FIAS), in
his report dated 5 February 2003, concluded that the assets of the funds are sufficient 1o meet all the benefits payabile i the event
of the Tunds’ termination, or the voluntary or compaisory termination of employment of each employee.

Employer cordributions 1o the Suncerp Metway Staff Superannuation Plan daring the year ended 30 June 2003 were 344 million
(2002: 336 miflion).

Defined benelil assety at net market value and vested defined benefits of the Plan based on the most recent actuarial review are as

followes:
Consolidated
2003 2002
$m $m

Suncorp Metway Staff Superannuation Plan
(formerly SUNCORP Staff {Closed) Superannuation Plan)
Details of last review as at 30 June 2002 2002: 30 lune 1999}

Ledig (Enuuy £07 dicaung

Plar defined assets & net market value 16 129
Total accrued defined benefits (12

Excess of the present value of employees’ accrued benefits over

assets held to meet future benefit payments 4

Total vested benefits 13

The armaunts relate to the actuarial report for the period ended 30 June 2002, The nexdt review is due for completion in 2005/06
and wilf relate 1o the period ended 30 June 2005

44, Employes benefits

At an Extracrdinary General Meeting of 1he Compary held on 14 March 18997, shareholders approved sy Exempt Employes Share
Plan (EESP), a Deferred Ermployes Share Plars (DESP), and an Executive Gption Plan (ECP).

in accordance with resolutions passed at a Board meeting held on 21 Ociober 2002 and announced 1o shareholders on that day, it
was resolved 1o discontinue the issue of options to Executive Officers under the EQP and establish an Executive Performance Share
Plan (EPSP).

At the Annusl General Meeting on 1 November 2000, shareholders approved the establishiment of the Non-Executive Direciors’
Share Plars (MEDSPY

in accordance with the Rules of the above Share Plans, unselated special purpose trustee and/or custodial companies acquire shares
either in crdinary frading on the dustralian Stock Exchange or from a new issue of ordinary shares by the Compary.
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44, Employes beneflts {rontinued}

Features of the Plans, currently in operation, are as follows:

feature EESP DESP EPSP
Eliggitsitizy Employees having Employees having compieted  Executive Officers
completad 12 months’ 12 marths” service {07 less a1
service (or less at discretion of the Bosrd}.
discretion of the Board).
Share Equal value per eligible On conditions as determined  On conditions as determined by
allocation ampioyee on conditions by the Board, the Board.
as determined by the
Bexard.
Price Mil or 85 part Shares funded from or as part Nil
remuneration. of remuneration o terms of . .
. employment Murmier of shares issued balsed
Mumber of Shares issued on market vatue at date of issue.
based on market value at - Number of shares issued based
date of issue. an market value al dats of
issue.
Westing Fulhy vested, rot It provided as part of Alfocation and vesting of shares
subjected to forfeilure. remuneration: {uily vested subiect to performarnce criteria
: . ATotai Shareholder Returmy over
It subject 1o performance: will i
vest when criteria satislied. three year perj?mmaﬂce ;I}enozi
uniless otherwise determined by
the Board.
Misimum 3 years from date of Mepie. 3 years from date of allocation
noiding sliocation, or upon unless determined by Board.
pefiod cessation of employment.
Flan 5% of 1otal shares on 5% of 1otal shares on issue. 5% of total shares on issue.
maximum issue.
firnit
Dividend Full entitlement from date  Full erditlement from date of Full entitlement fram date of

entitlements

Woting
righis

of issue.

Full entitlement fram date
of issue.

issue.

Full erditlement from date of
[
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vestirg.

Full entitlement from date of
Vesting.

Details of the shares issusd under the EESF, DESP, EPSP and MEDSP are as Tollows:

NEDSP

Man-Executive direc-
tors of their asso-
ciates a3 approved
by the Board.
Participation at the
discretion of Board
membess.

Part of grogs
FEMTHrEration.

Number of shares
based on market
vaise at date of
issue.

Fully vested,

Mane.

5% of total shares
or is5Le.

Full entitlemesn:
from date of issue.

Full entitlemesn:
from date of issue.

Dates on Total number Fair value {market Arnount
which shares of shares value at dates of  received from
were issued  issuedfallocated ssuefallocation prices issuefaliocation} employees

2002 Financial Year  Various dates

946,042

Warious, based or market
value at date of issue

311,864,818

$7,951,680

The amounts recognised i the statement of financial performance of the Company and the corsolidated entity during the year in

relation to the issue of shares under the EESE DESE EPSP and MEDSP was 34,038,368 (2002 $3.913,138).

During the financial vear $1,308,146 {2002: $1,589,250) was provided 1o acquire shares 1o 1he vaiue of $250 {2002; 3250} for

each employee eligitde under the EESE These shares will be issued in Coiober 2003,

in addition, the Company provided shares 1o the valae of $2,101,159 (2002: 5684,212) 1o eligible emplayees.
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44, Employes benefits {continped}

At 30 June 2003 unissued {ully paid ordinary shares of the Company under the Executive Gption Plan are:

No. of No. of
Issue date Start Exerdise price Strika options held at  options held at
of option date Expiry date of option Price 30 june 2003 7 30 June 2002

3 %

Ledwy (enuuy £o07 dicaung
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M The axeicise price of options granted is the waighted average market price of the Company's shares in the weel preceding the ssus date of the option.

20 Duzing the year 759,000 options {2002 2,269,301 ware exercised under the Executive Option Ban. Al options exgire on the eadier of thair expiry
data o tenmination of the amgloyea’s amployment uniess oibensise approvad by the board. 10 addition to those options shown above, 68,704
(2002 65,0001 options expired in respect of employees who resigned and Nit (2002 25,000) previously granted were cancetfed.

A The Company has sdopied Tolat Sharenoider Rawrn (158) as the parformance measure on which option vesting is based and the Top 50 Companies
i the A5 Al ngustriais Index has been adopted as the camparstar group. Currently the foliowing vesting schedue applies:

] If the Company’s TR growth over a relevant evaiuation period is equal to ihe median TSR performance for the comparator groip, then
53 percant of those options available 1o be axercised at that tme wil vest.
] For gach additional percerdle increase in the Companys ranking abowe the median, 2 further 2 percent of the refevant ranche of options will vest,
[ It e Comgary's TR growth over the relevant svaluation periog reaches the ?5th percentile, 100 parcent of the aptions wiff west.
5 Dptions granted undar the Fracotive Qption Plan cary no dividend or voting sighes.
B There were no options grantad during the financa yvesr as the Company ceased 1o issue options under the Executive Option Plan, As pravioushy

disglosed e Company now ssues shares 10 cartain exsotives undei the Executive Parformance Share #lan.
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a4, Employes beneflts {continued}

Cptions may anly be exercited within the imiations imposed by the Corporations Act 2007 and the Aostralian Stock Exchange
Listing Rules. Under the Australian Stock Exchange Listing Rules, options may not be issued to Compary Directors under an
emplayee incentive scheme without speciic shareholder approval. Sharehoiders approved the issue of options (and shares resuiting
from exercise of those options) 1o the former Managing Director at the Annual General Meeting on 16 October 2001

The market price of the Compary's shares at 30 June 2003 was $11.60 (2002: 51231

At the date of this report unissued fully paid ordinary shares of the Company under the Executive Option Plan decreased to
5,24%,34% fram 30 June 2003 due to options being exercised or [spsing due 1o the resignation of employees since the end of the
financial year:

Exarcise
Issue date price of Strike No. of
of option Start date Expiry date option price options
5 h3
& Gt 1999 31 Mar 2002 6 Oct 2004 811 912 34,800
8 Get 1999 31 Mar 2003 6 Oct 2004 811 356 38,100
8 Oct 1999 31 Mar 2004 6 Oct 2004 811 1¢.05 16,800
1 Get 2000 31 Mar 2003 1 Oct 2005 889 10.00 31,300
1 Get 2000 31 Mar 2004 1 Oct 2005 8.89 10,49 10,000
1 Gt 2000 31 Mar 2005 1 Oct 2005 889 11.02 16,900
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Consolidated Company
20403 2002 2003 2002
5m Fm $m Fm

4%, Employes banefits {continued}

Employee benefits and related on-costs liabilities

inciuded in Payables and other fabilities (note 17} 12 -
Fraovision for employee benefits - current &1 2
Provision for employee benefits - non-current 13 -

106 2

&g explained i note 1{ad), the amounis for long service leave are measured at their present values. The {following assumptions were
adopted in measuring present values:

Consolidated
2003 2002

Weighted sverage interest rate of increases in annual employes

nenefits to setilement of the liabilities 4%
Weighted average discount rate 5.9%%
Weighted average term o seitlement of lisbifites 7 years

4%, Batters subsegueant to the end of the finandal year

Mo matters or circumsiances have arisen since the erdd of the financiat year which have significantly affected or may significanily
affect the aperations of the consolidated entity, the resulis af those operations, or the state of affairs of the consolidated entity in
subsequerd financial years.
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Directors’ declaration

for the yvear ended 30 ine 2003

The directors declare that the financial statemerds and notes set out on pages 39 to 133

a comply with Accounting Standards, the Corporations Regulations 2007 and other mandatory professional reporting
requirements; and

by oive a true and fair view of the Compary’s and consolidated entity's financial position as at 30 June 2003 and of their
performance, ay represented by the results of their operations and their cash Hows, for the financial vear ended on that
date.

in the directors” opinion:

ay  the financial statemenis and riotes are in accordance with the Corporations Act 2007, and
b there are reasonable grounds to belisve that the Company will be able fo pay ils debts as and when they become due

and payable.

This declaration is made in accordance with a reselution of the directogs.

lohn B Story John F Mulcahy
Chairman Managing Director
Brishane

29 August 2003



Independent Audit Report to the members

for the yvear ended 30 June 2003

Seopes
The financial report sad directors” responsibility

The finzncial report comprises the statements of financial position, statements of Tinancial performance, statements of cash {lows,
accomparyyirg notes to the financial statements, ard the directors’ declarstion: for both Suncorp-Metway Ld {the " Company ™} and
Suncorp-Metweay Ltd and its controlled entities {the " Consolidated Entity™}, for the year ended 30 June 2003, The Conzolidated
Entity comprises both the compary and the entities it cortrolied during that year.

The directors of 1he Compary are responsibile for the preparation and true and fair preserdation of the finandal report in
accordance with the Corporgtions Act 2007, This includes responsibifity for the maintenance of adequate accourting records and
internal controls that are desigred 1o prevent and detect frawd and error, and for the accounting policies and accounting estimates
inhiererst in the finarcial report.

Audit approach

We conducted an independent acdit in order to sxpress an opinion 10 the mempers of the Campany. Cur audit was conducted in
accordance with the Austratian Auditing Standards in arder to provide reasonable assurarce as to whether the Tinancial report i3
free of material misstatemendt. The nature of an audit i3 influenced by faciors such as the use of professional iudgement, selective
testing, the inherent imitations of internal control, and the svailabifity of persuasive rather than conclusive eviderce. Therefore, an
audit cannot guarantee that all material misstatements have been detected.

We performed procedures to assess whether in all material respects the finsncial report presents fairy, in accordance with the
Corperations Act 2007, Sastralian Accounting Standards and other mandatory financial reporting requirements in Australia, 8 view
which is consistert with cur understanding of the Compary’s and the Consolidated Entity's financial position, and of their
performance as representad by the results of their operations and cash flows.

W farmed an qudit opinion on the basis of these proceduras, which included:

s examining, on a test hasis, information to provide evidence supporting the amourds and disciosures in the financial report, srd

s assessing the appropriateness of the accounting policies and disclosures used and the reasorableness of significant accounting
estimates made by the direciors.

Ledig (Enuuy £07 dicaung

While we considered the effectiveriess of managements internal controls over finarial reporting wher determining the nature and

. . : . 135
extent of cur proceduras, our audit was not desigred to provide assurance on intaraal controls.

ndependence

in conducting our sudit, we followed applicable independence requirements of Australian professionsl ethicsl pronouncemends and
the Corporations Act 2007.

Audit Opindon
in our opirion, the fnancial report of Suncorp-Metway Ltg is in accordance with:

{a)  the Corporations Act 2007, including:
(i} giving a true and fair view of the Company’s and Conselidated Entity’s financial position as at 30 June 2003 and of
their performance for the year ended on that date; and
(i) complying with Accourting Standards in ustralia and the Corporations Regulations 2001; and

B other mandatory professional reporiing requiremends in Australia.

KPME

KPMG Brian Greig
Partner

Zrishane
2% August 2003
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Ratio definitions

Frem

Basic shares
Capital adequacy ratio

Diluted shares

Earnings per share

Group efficiency ratio

Net interest margin

Net interest spread

Net tangible asset batking (basic)

Payout ratio (basic)

Return on average shareholders' equity {(basic)

Return on average total assets

Risk weighted assets

Underlying profit

Drefinition
Ordirsary shares on issue.
Capial base divided by total assessed risk, as defined by APRA.

Comprises ordinary shares, including partly paid shares, subordinated
dividend ordinary shares and autstanding aptions. Preference shares are not
dilutive for the purpose of the earnings per share ratios as they cannot
convert to ardinary shares in the first five years. For the purposes of
weighied average shares, excludes optiony where the exercise price exceedy
the market price.

Basic earnings per share is calculsted by dividing the earnings of the
Compary Tor the finsrcial year l2ss dividerds on preference shares by the
weighted average number of ardinary shares of the Company cuistanding
during the financial year, Diluted earnings per share is based on weighted
gverage diluted shares. Caleulated in accordance with 8458 1027 “Earnings
per Share” .

Operating sxpenses a3 a perceniage of total operating income excluding
general insurance sharehoider fundy investment income and excluding the
imgact of life insurance Accounting Standard AASB 1038 “Life Insurance
Business”.

Met irderast income divided by average inerest earning assets.

The difference between the aversge interest rate on average interest earming
assets ard the average interest rate on gverage interest bearing liabilities.

Shareholders” equity atiribuiable 1o members of the Company less
nreference shares and intangibles, divided by ordinary shares at the end of
the periad adjusted for partly paid shares.

Toral dividends and distributions which relate to the financial year divided by
operating profit afler tax.

Operating profit after tax less preference dividends divided by adjusted
average ordinary shareholders’ equity. The ordirary shareholders” equity
excludes preference shares. Averages are based on heginning and end of
pericd halances.

Operstirg profit after tax divided by average total assets excluding the
imgact of AASE 1038 “Life Insurance Business”. Averages are based on
beginrirg arsd end of period balances.

Total of the carmying value of each asset dlass mulliplied by their assigned risk
weighting, as defined by APRA.

Profit before income 1ax, goodwill, one-off items ard investment income on
sharehniders’ funds argd exciuding the impact of life insurance Accounting
Standard AASE 1038 “Life Insurance Business”.



Shareholder information

Major Shareholders
(i) Ordinary Shares

At 15 August 2003, the 20 largest holders of fully pakd Ordinary Shares held 163,757,782 shares, equal to 3085 percent of the
total fuily paid shares on issue.

Number

of Shares %o
1P Moergan MNominees Aastzalia Limiterd 33,752,821 £.36
National Nomineas Limited 22,366,233 4.2%
Westpae Castodian Nominees Limited 18,813,949 355
AMP Life Limited 11,736,543 2.2
Queenslard lnvestment Corporation 10,707,731 2.02
Citicorp Morsinaas Ply Limited 9,544, 549% 188
ANZ Nominees Limited 8,728,397 1.64
Citicorp Mominees Ply Limited 7,833120 1.48
{CFS Whotesale Imputation Fund A7CY
Citicorp Morminess Ply Limited 5,764,678 1.09
(CFS Whotesale Geared Share Furkd A/C)
Commonwealth Custodial Senvices Limited 5,305,767 1.00 §'
Citicorp Nominees Ply Limited 4,523,129 0.85 §
(CFS Imputation Fund A/C) b
Citivorp Nomsiness Ply Limized 3,437,217 0.65 2
{CFS Whobesale Australian Share Fund A/C) =
RBC Glohal Services Austrafia Nominess Pty Limited 3,355,692 063 é
(FIPODLED A/C) z
Westpac Financial Services Limited 2,868,426 0.54 §
REC Global Services Austratia Nominees Ply Limited 2,863,831 053
(BRCUST A/CY
Cogent Nomirzes Pty Limiled 2,565,311 0.48 137
Citicorp Morminees Ply Limited 2,421,787 046
(CFS Whotessle Industrial Share A/C}
Australian Foundation Irvestivent Comparsy Lirmited 2,356,462 0.44
Cogent Nomirees Pty Limited (SMP Accounis) 2,258,352 0.43
IO0F investment Management Limited 2,253,261 0.42

163,757,782 30.85
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Shareholder information

for the yvear ended 30 ine 2003

Bajor Sharcholders (vontinued)

(i} Reset Preference Shares

At 15 August 2003, the 20 largest holders of fully paid Reset Prefersnce Shares held 1,226,713 shares, egual to 49.07 percent of

the total fully paid shares on issue.

Mumber

of Shares %o
Westpac Custodian Nomirees Limited 241,158 GBS
Commonweaith Custodial Services Limited 165,000 6.60
1P Morgan Nominees Aasiralia Limided 100,343 4.01
AP Life Limited 95,252 3.81
RBC Global Services Australia Mominess Ply Limited 92,000 368
(BRCUST A}
REC Global Services Australia Nominees Ply Limited 87,565 350
(JBENP A/
Javl Py Ltd 50,000 2.00
The Augtralian National University 50,000 2.00
Kaplan Equity Limited 40,000 160
UBS Private Cliants Australia Nominess Ply Ltad 32222 1.29
Argo irvestments Lid 32,000 128
Permanent Trustee Compary Limited (CMADDT AC) 31,000 1.24
Australian Industrial Sands Py Limited 30,000 120
Brencorp Securities Py Lid 30,000 .20
Permarsent Trustee Company Limited (KAPGDO2 A/C) 28,000 112
AMZ Momirees Limited 27200 109
Permarsent Trustee Compary Limited (KAPODOT &/0) 26,800 .07
National Nominees Limited 24,000 0.96
Toweer Trust Limited 22,864 0492
Equity Trustees Limitad 21,300 0.85

1,226,713 4807




Shareholder information

for the yvear ended 30 June 2003

Bistribution of Shareholdings
{i) Fully paid Ordinary Shares at 15 August 2603:

Number of Mumiser of
Range holders % of hoidery shares % of shares
1-%,000 shares 130,993 67.83 64,513,131 12.15
1,001-5,000 shares 50,053 2582 110,145,339 2075
5,001-10,000 shares 7,643 3.96 53,151,785 10.02
10,009-100,000 shares 4,266 228 87,080,015 16.41
100,007 shares and over 177 009 215,874,730 4067
143,132 100060 530,815,000 13000
(i1} Fully paid Crdinary Shares at 15 August 2003
Number of Mumier of
tocation holders % of hoiders shares % of shares
Australia
- Gueensland 114,537 S8.7% 233,738,004 44.03
- New South Waies 34,474 17.6% 146,208,759 2754
-Victoria 28,121 1443 120,303,256 2266
- South Australia 5,876 301 12,438,809 234
- Western Australia 4,912 2.52 7,126,472 1.35
-ACT 3,455 177 4,497 063 085
- Tasmania 1,683 0.86 2,534,127 0.48
- Nartherrs Tersitory 387 0.20 984,012 019
New Zealand 332 017 835,530 016
United Kingdom 285 014 566,359 0
United States 174 010 343,051 0.06
Hong Kong 122 0.06 277,413 .05
Other overseas 497 0.26 462,105 018
194,834 100060 530,815,000 13000

Semne registered holders own more than one class of security.

{iii) Non-participating shares

Al shares of this class are Tully paid shares and are held by the Trustze of the Metropolitan Permanent Building Society Trust,

Permanent Trustee Ausiralia Limited.

Ledig (Enuuy £07 dicaung
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Shareholder information

Distribution of Sharcholdings fcontinued)

{iv) Partly paid Ordinary Shares at 15 August 2003:

Number of Number of
Range helders Y% of holders shares % of shares
1-1,000 shares 3 2727 2,500 5.08
1,001-5,000 shares 7 63.64 19,250 69.87
5,00%-10,000 shares 1 9.0% 5,800 2105
11 100.00 27,550 100.00

(v} Fuliy paid Reset Preference Shares at 15 August 2003:

Number of Number of
Rarge helders % of holders shares % of shares
1-1,000 shares 1,521 87.01 586,856 23.48
1,001-5,000 shares 187 10.7¢ 486,449 19.46
5,00%-10,000 shares 13 0.75 99,579 399
10,00%-100,000 shares 24 1.37 820,484 32.81
100,007% shares and over 3 0.7 506,501 2026
1,748 100.00 2,500,000 100.00

Substantia? Shareholders

At 15 August 2003, the following entry was containad in the register of substantial shareholdings, based on Substantial Holding
Notices received:

Mumber of
shares

Commonweaith Bank of Austrslia Group Companies 35,802,745

Yoting Rights of Shareholders
(i) Ordinary Shares

The fully paid ordinary shareholders are entitied 1o vote at any meeting of the members of the Company and their vating rights
are on:

*  Show of hands - one vote per sharehoider; and

s Poll - one vote per fully paid ordinary share

(it} Non-participating Shares
The non-participating shareholder has an entitlement to wote only in certain creumstances,
{iii) Reset Preference Shares

Reset preference shareholders are entitled to vote in limited circamstances in which case shareholders will have the same righis as
tor the manner of attendance and to voting as grdinary shareholders with one vote per Reset Preference Share, The limited
clreumstances are set out in the Information Memorandum dated 16 August 2007,

Holders of Non-marketable Parcels

At 15 August 2003 the number of shareholders with fess than a marketable parcel for {uily paid Ordinary Shares (1-41 shares) was
1,456 {0.75 percent of shareholders) representing 26,000 shares.



Shareholder information

Registered Office

tevel 18

36 Wickham Terrace

Zrishare Qld 4000

GPO Box 1453

Brishane Qld 4003

Telephone: (07) 3835 5355
Facsimite: (07) 3836 1190
internet: www SUNcorp com. au

Company Secretary
Chifford R Chuter
Annual General Meeting

2. 30pm Wednesday 25 October 2003
Plaza Baliroosy, Brisbane Convention and Exhibition Centre
onr Merivale and Glenelg Streets, South Brishane

Share Registry

Shareholders can ebtain inforration about their sharsholdings
by conlacting the Company's share registry:

Douglas Heck & Burrell Registries

tevel 22

300 Queen Street

Brishane Qld 4008

Wailing address: Locked Bag 568, Brishane, Qld. 4001
Telephone: 1300 882 0312

Facsimile: (D7) 3221 3149

Email: registries@dhby.com.au

Vetisite: hitpdshares. dbb.com su

When seeking information sharehalders must provide their
Security Reference Numiber (SRM) or their Holder Tdentification
MNumber (HIN) which are recorded on their shareholder
statemerts o dividend achvices.

Change of Address

Sharehoiders sponsored by Suncorp (issuer sporscred} must
advise Douglas Heck & Burrell in writing, appropriately signad,
of the amended details. Change of address forms can be
obtained via the Suncorp or share registry wehsites or by
cordacting the share registey.

Sharehoiders sponsored by a broker {broker sponsored) shouid
advise their broker in writing of the amended details.

Payment of Dividends

Sharehedders whe wish 1o have their dividends paid directly
into their bank, buiiding society or credit urion account showld
obtain a direct credit application form fram the share registry
or wia the Suncorp or share registry websites,

Dividend Reinvestiment Plan

Shareholders can elect to take their cash dividends by way of
shares in full, orirs part, at a 2.5 percent discount on the
average market price calculstied over the five trading days
immediaiely Tollowing the Record Date for payment of the
relevant dividend. An electionfvariation fosm is available on the
share reqistry websita,

Removal from Annual Report mailing list

Sharehedders ro longer wishing to receive g Concise Report ar
a full Arrssal Report should advise the share registry in writing,
by fax, telfephone or by email, queting their SANHIN. A form iy
available via the Suncarp or share registry websites.

Register your email address

Mena you can register your email address for dividend advices,
natices of meeting, notification of availabiity of annual reporis

and other shareholder communications. To register your details,

G0 10 Share Registry Services an the Suncorp websiie

v surcarp. com.as which provides a link to the share
registry, or direcily 1o the share reqgistry website
hitpiishares.dhb. com.au where, by using your SENHIN and
othet requested details, you will be sble to view details of your
shareholding, ohiain registry Torms and record your own email
aridress.

Stock Exchange Listed Securities

Suncorp Metway's securities fistad on the Ausirslian Stock
Exchange are:

Grdinary shares {code SUN)
Floating Rate Capital Netes (SUNHE)

Reget Preference shares (SUMPA)

Ledig (Enuuy £07 dicaung
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Key dates

Ordinary Shares {SUN)

2003

Final Bividend
Ex dividend dats
Record date
Dividend paid

2004

Interim Bividend
Ex dividend dats
Record date
Dividend paid

Final Bividend
Ex dividend dats
Record date
Dividend paid

floating Rate Capital Notes {SUNHBE)

2003

Ex interast date
Record date
interest paid

20304

Ex interast dae
Record date
interast paid

Ex interast date
Record date
interast paid
Ex interast date
Record date
interast paid

Ex interast date
Record date
interest paid

Reset Preference Shares (SUNPA)

2003

Ex dividend dats
Record date
Dividend paid
2004

Ex dividend dats
Record date
Dividend paid

Ex dividend dats
Record date
Dividend paid

s ey Brer sadiped 1o chasige

3 September
g Septernber
3 October

3 tarch
9 March
2 April

1 September
7 Septernber
1 Octaber

11 Moversber
17 Movember
2 December

10 February
16 February
2 March

1% May
17 ey
1 June

10 August
16 August
3% August

9 Movernber
15 Novernber
30 Movermher

3 September
9 September
15 September

3 tdarch
9 March
15 March

1 September
7 September
14 September



letropolitan Permanent Buillding Society Trust

Financlal statements for the year ended 30 June 2003

Statement of Hranclal position
As st 30 june 2003

2003 2002
% i
Assets
nvestments a1 <ost (unquoted)
2,000 non-participating shares each fully paid in Suncorp-Metway Lid 1,000
Equity
fnitial sum 1,000

Motes o the financial statements
For the yvear ended 30 June 2003

1. Significant accounting policies

The finzncisl report of the Trust is a general purpose financial report which has been drawn up in accordance with the reguiremerdts
of Accounting Standards, other authoritative pronouncements of the Australian Accourting Standards Board, Urgent issues Group
Conserssus Views, the provisions of the Trust Deed dated 23 March 1988 and the Corporations Act 2007, It is preparad in
gecordance with the historical cost corwention and does not take info account changing money values. These sccounting policies
have been consistently applied.

The carrying amounts of all ran-current assets are reviewed at balance date 1o determine whether they are in excess of their
recoverable amount. If the carrying amourt of & non-current asset exceeds the recoverable amount, the asset is written down to the
ioweer vaiue. In assessing recoverable amounts, the relevant cash flows have not beer discountad to their present values.

Ledig (Enuuy £07 dicaung

2. Statement of finandal performance and statement of cash flows

The Trust digd not undertake any Tinancial trangactions during the vear sred 85 3 resull, no statement of financial performance or 143
statemerd of cash flows hay been prepared.
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letropolitan Permanent Building Society Trust

Financial statements for the yvear ended 30 June 2003

Trustee’s report
For the vear ended 30 June 20403

& Trustee of the above Trust we report for the year ended 30 June 2003 that:

* we hoid in Trust on behall of the pre-ncorporation members, 2,000 non-participating shares sach Toily paid in
Surcorp-Metway Ltd;

¢ o dividends were received in relation to the 2,000 nor-participating shares; and

¢ the Trust Property was held and administersd in gecordance with the Trust Deed dated 23 March 1988,

Mike Britton
General Marager Corporate Services
Parmanent Trustee Australia Limited

Sydnay
29 August 2003

independant Audit Beport to the Beneficlaries of Metropolitan Permanent Building Sodety Trust
Scope

We have gudited the financial repart of the Metropaoditan Permanent Buifding Society Trust Tor the financial year ended
30 June 2003, consisting of the statement of financial pogition, accompanying notes, and the Trustee’s report attached.
The Trustee is respansible for the financial repors. We have conducted an irglependent aodit of the financial report in
accordance with Australisn duditing Standards in order to express an opirdon on if 1o the beneficiaries of the Trust.

Audit Opinion
in cur opinion, the financial report of the Metropolitan Permanant Building Society Trust is properly drawn up:
{a)  soasto give a true and fair view of the state of affars of the Trast at 30 june 2003, and the resuits and cash
fiows of the Trust Tor the financial vear ended on that date;
{8 in accordance with the provisions of the Trust Deed dated 23 March 1988; and
{1 inaccordance with Accounting Standards and other mandatory professionsl reporting requirements in Australia.

KPME

KPMG

Brian Greig
Partner

Brishane
29 August 2003



Contact details

Suncorp

3enerat enguiries

Guickeal phone banking
tnsurance sales and enguiries
tnsurance claims

Loan hotline

Lost or stolen cards and passbooks

tife Insurance, Superannuation,
Financial Planning

kvestment Funds enguiries centre
Business Banking

Small Business Banking

Share Trade

Mew sales enquiries/new customers
for Margin Lending

Existing custorner enquiries for
Margin Lending

3eneral enguiries
Perspnat and Business insurance
Personat Insurance claims

Workers” Compensation
policies and claims

131155
131125
131155
132524
131134
1800 775 020

1800 451 223
1800 067 732
1300 651 125
1300 651 125
1300 135 190

1800 115 211

1800 805 972

131010
131010
13 14 46

131010

Internet Sites

WAWW.SUINCOT.COMm. aU
wWww.gic.com.au

Suncorp's internet site, waww.sUNCGrD.com.au provides
information on banking, insurance and investment
oroducts and services, sponsorships, finandial results,
company and shareholder information. Applications can
be made online for 2 transaction account, credit card,
home or investment property loan, smail business loan,
or personal finance loan. Or customers can get a quote
and purchase home or Car insurance.

The site also offers internet banking, share trading, and
the ability to manage a margin lending faciity and
manage superannuation accounts,

GIG's infernet site, www.gio.com.au provides customers
with information about our insurance products, details on
how to obtain quotes, online quoting for CTP/Green Slip
insurance, the abiity to make payments and submit home
ar motor insurance claims. There are also direct links to
the Suncorp suite of products.

Annual Report

Copies of both the 2003 Condise Report and the

Annual Report, which includes the consolidated financial
staternents, are available from Investor Relations

{07) 3835 5797 or on the Suncorp internet site.

Credit Ratings

Standard & Poor’s
(Stable outlonk - November 2002)
Moody's
Bark Deposits
Sersior Detyt
(Upgraded June 2002}

Fitch Ratings

Shogt term

Lo e outook - Stable - Apdt 2001, % Confirmad March 20031

Irssurer firancial Ingurer finarncial
strength general  strength life and
insurance Liper

Long term
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