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TOWER Limited Review

QOLAF O'DUILL, CHAIRMAN AND KEITH TAYLOR, GROUP MANAGING DIRECTOR

THE ZO0G2 YEAR WAS AN EXTREMELY CHALLENOGING VEAR

EOR TOWER LIMITED, ARD THE COMDITIONS AND EVENTS 1M

THE S1X BMONTHE FROM 1 OGOYTOBEN 2007 - 21 MARCH 2003

COMTIMUED TO BE TESTING FOR TOWER.

During the first half, TOWER has deait with issues such as the
negative market and business impacts of the loss for the 2002
financial year, significant restructuring and reorganisation of its
bsinesses, as well as the resolution of regulatory capital and
solvency matters. However, the Group has also taken steps to
implement key strategic and operational initiatives aimed at
refocusing s businesses and creating the framework for a

turnaround i performance.

it conjunction with external corporate finance advisers, TOWER
carried out a comprehensive review of its capital structure -
assessing the appropriateness of the equity and debt structure of
TOWER Limited, the basis ont which Group subsidiary comparies
are carried in the financial statements aned the carrying values

of gther assets,

TOWER reported an audited net loss after tax of $154.4 million
for the six months to 31 March 2003, compared with a net
profit of $40.7 million for the corresponding period in 2002,

The result was significantly affected by accounting adjustrents,

which reduced the earrying values of Group subsidiary

companies by $134.4 million. Adjustments to the values of
ather assets and a nuimber of material one-off Hems also

cortributed to the 10ss.

A late accounting adjustrment in respect of TOWER Limited shares
hetd by TOWER life insurance funds resuited inn a one-off abnormal
gain that reduced the net toss by $27.4 million. This adjustment

had a net reduction ort shareholders’ funds of $27.3 million,

TOWER's net prolit after tax {excluding one-off items) of 37.6
milliont was adversely affected by poor investment markets, net
otitflows of funds and capitalised losses but benefited from good
expense control. The result is a significant tirnaround compared
to the net loss after tax {excluding one-off tems) of $16.7

million for the six months ended 30 September 2002,

Assets under management of $10.4 billion decreased by 6%
commpared with the fevet at 30 September 2002 and 11%
compared with 31 March 2002, The 8% appreciation in the
New Zealand dollar against the Australian dollar, poor
investment income and lower fund fows all contributed to

this decrease.

There is stilf a long way to go both in the remedial process and
to seeing some recovery int the TOWER share price. However, a
sharper focus and strong commitment to TOWER's three-year

“Focus, Grow and Deliver” strateqgy is already producing resuits.

it the first three months to 31 December 2002, market
sertiment towards the financial services/insurance sector
was negative. We said eartier this year that this was not likely
to change until investment markets became rmore positive,
insurance companies delivered solid profil resuits with
satisfactory fevels of sustainable growth and uncertainty

was removed over issues such as capital position. Since that
trne investor sentiment has been tested globally by the war
in irag and economic worries caused by oif prices touching

$US40 a barrel,













FricewaterhouseCoopers

Auditors’ Report
o the sharcholders of TOWER Limited

We have audited the interim Fnancial statements on pages 6 (0 13, The interim financial statements provide
information about the past finuncial performance and cash flows of the Ciroup for the period ended

31 March 2003 and the financial position as at that date. This information is stated in accordance with the
accounting policies set out on pages [0t H

Birectors” Responsibilities
The Company’s Directors are responsible for the preparation and presentation of the interim financial
stutements, prepared in accordance with FRS.24 Inierim Financial Stotements, which give a true and {air

view of the financial position of the Group as at 31 March 20603 and the financial performance and cash flows
for the pertod ended on that date.”

Auditors’ Responsibilities

We are responsible for expressing an independent opinion on the interim financial statements presented by
the Directors and reporting OuUr OpiRion to yol,

Basis of Opinion

An audit includes examining, on a test basis, evidence relevant to the amounts and disclosures in the interim
financial statements. I also includes assessing:

fa) the significant estimates and judgements made by the Directors in the preparation of the interim
financiul statements; and

b} whether the accounting policies are appropriate to the circumstances of the Group, consistently
applied and adequately disclosed.

We conducted our audit in accordance with generally accepted auditing standards in New Zealand., We

planned and performed our audit 50 as to obtain sl the information and explanations which we considered

necessary 1o provide us with sufficient evidence 1o give reasonable ussurance that the interim finuncial

statements are free from muterial misstatements, whether caused by frand or error. In forming our opinion

we also evaluated the overall adequacy of the presemtation of information in the interim financial statements,

We have no relationship with or interests in the Company or any of s subsidiaries other than in our
capacities as tax advisors and providers of assurance services.

Unquatified Opinion
We have obtained aff the information and explupations we have required.
Int our opinion:

{23 proper accounting records have been Kept by the Company as Far as appeurs from our examination
of those records; and

b} the interim financial statements on pages 6 o 13
{i} comply with generally sccepted accounting practice in New Zealund: und

(1Y give atrue and {air view of the financial position of the Group s at 31 March 2003 and the
financial performance and cash flows for the pertod ended on that date.

Our audit was completed on 27 May 2003 and our ungualified opinion is expressed as at that date.

Duscassotitaseorfis

Chariered Accountants Wellington




TOWER LIMITED FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF FINANCIAL PERFORMANCE

Auelited Liraceited Avictirael

Six months erded Six mpnths ended Yoar ginded
: FT March 2003 371 March 2002 30 Foprenter 2002
Mote

NZEO0C NIFOO0 WN23G00 |

Met prarnium incorme 213,060 223,860 | 458,788 |

ITvEstTBNg IRCome 3 4917 206,404 {53,233)
Fer ard other income 75,5684 86,120 175,082
Totat operating revenue 297,561 | 516,388 580,647 :
Payrments (o policyhotders 132,771 128,928 286,359
Charge in policyhitder fiabilities {7,762} ¢ 63,308 {194,192)
Management and sales expanses 1 364,204 230,089 545,943
InvBsimBNg axpenses 4,555 5,620 14,054 :

: 438,861 427,845 648,184
Operating {deficit)/surplus before financing costs (141,300 83,443 {67.547)
Financing costs 3 (15742} | (15.765) (32,907 |
(Deficity/surpius before taxation (157,042) 72,678 (100,454)
Taxation {credit)/expense {2,678 : 3z {25,519)
Net (deficit) /surplus after taxatior (154,364) 40,656 {74,9358)
Net surplus atiributable (o minority interests (B} - {168)
Net (deficit)/surplus attributable to shareholders (154,370 40,656 {74,951)

: NZ cents NZ cents | M7 cents
farpings per share™ {93,87}5 22,60 {41.97)

Mo 1§ Earnings por slare i Dased on the weighled @eerage of 1658 million (37 March 206020 T70.5 oulton, 30 September 26020 T8¢ milion fully paid sgofvslant shares & szoe

The Notes to the Financial Statements form part of and are 10 be read in conjunetion with these Financial Statermenis.




Cash

Accounts receivable
irvestmants

Taxaton receivable

Cither currant assets

Propierty, plant and equipment
Deferred tax

intangibles

Goodwil§

Total assets

Accounts payable
Sarvor debt
iNsLFanGe frovisions
Cither Habilities
Polcyhotder fiatslities
Capital bonds

Total #abilities

Met assets

Represented by:

EqLity share capital
Retained earnings

Reserves

MHROrity interests
Sharsholders’ equity

Net asset backing per shava,

Gearing™

Noge: (1) Gearing i defined a5 1otal dilt 1o total oot plus sty

The Notes (o the financial Staternents form part of and are to be read in conjunclion with these Financial Staterments,

Cilaf 8. O'DuM

Chairman

27 May 2003

TOWER LIMITED FIMANCIAL

STATEMENTS

CONSOLIDAYED STATEMENT OF FINANCIAL POSITION

Avdited
LI

31 Marsh 2008

LAt
As ak
I March 2002

Airdited

LT

34 September 2002

nore | nzspoo | NESO0S | NIgooe

24,904 34,449 29,314 |

219,116 | 228,456 224976 |

3,890,590 5,260,384 4,735,862

32,609 22,371 | 63,465 |

5.066 27.506 11471

107,361 | 159,689 122,857

87,634 | 23,237 62025 |

1 167,450 - -
1 142,739 | 3,802 | 3,541
' 4,677,459 5,759,878 5,253,511

190,193 162,247 194,975 |

& 302,732 454,910 | 318,202

' 210,572 203,704 210,064

25,508 22,741 25,606

3,202,676 3,983,447 | 3613071

125,000 8,696 125,000 |

4,145,681 4,835,745 4,486,918

530,788 | 924,233 ! 766,593

781218 829,711 535,972

(181,404) 108,199 (27.034)

(69.058) | (13,695} (42,371

32 15 26

530,788 | 924,233 ! 766,593

NZ53.20 NZ$5.13 NZ$4.36

44529 32.98% 36.63%

PR —

Ltance 0. Cottam

Director




TOWER LIMITED FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF MOVEMENTS IN EQUITY

Aselitie : Uhraiglited Avictirsd

Six months snded Six months anded Yoar ginded

: I Mareh 2003 33 Marchs 2002 | 30 Septomber 2002

Wote | NZE00G NZ§O00 NZED0O |

Opening equsty 766,583 903,477 903,477

Mot {delicit)/surplus after taxation : (154,370} | 40,666 (74,951)
Chsteibution Frorm TOWER Safe Trust - - 5054

Movemaent in foreign currency transiation reserve {26,687} {9949) {29,675)

Totaf recognised revenues and axperises (181,0657) 39,657 {95,572)

Distribution o shareholders - (25,313) : 12,645

Shares issued in current period - 6,402 {4%.983)
Reclassification of holding of TOWER Limited shares 1 {54,754 - -

Moverment in minorty inerests 6 : - 26 |

£quity at end of period : 530,768 : 924,233 ! 766,503 !

The Notes to the Financial Statements form part of and are to be read in conjunction with these Financial Staterneris.




TOWER LIMITED FIMANCIAL STATEMEMNTS

nore | nzsoeo | Nzsose | nigooe |
[RISRTEN
Cash was provided from/{applied to} : : :
FrommiLins received 380,730 408,152 833,135
interest received 53,213 59,562 144,782
Dividends received 18.020 16,702 38176
irpvestinent income 32,450 13,8923 42 BBS
Nor-life comparsy opesating come 73,821 B6,452 174,743
Paymernts to policyholders {393,521) (409,715} {B20,403)
Payments to suppliers and employees {221.547) (235,947} {484,190
interest paid (14.345) | (15,044) - (31,734)
incame taxation paid G21) : {(52,318) {82,348
Net cash outflows from operating activities (72,100) (128,233) (95,154}
IVESTING AT IVITIES
Cash was provided from/{applied to} :
(Purchase)/sale of investments™ 72,526 153,371 ¢ 163,411 _
{Purchase)/sale of property, plant and equigrmeni® {5.787) {21,923} {42.724)
Net cash infiows from investing activities 67,138 131,448 110,687
Cash was provided from/{applied to} : :
Parily paid shares instaiment - 67,957 67967
Distrinetion from TOWER Sale Trust - - 5,054
igssee of Capital Bonds - 7,696 125,008
Borrowings received/{repaid)™ 3,108 {53,330} 171,287
Dividend paid - {18,911} {37.338)
Net cash infiows/ {outflows) from financing activities 3,108 | 4412 | (10,64} |
#éet {decrease)/increase in cash held {1,853) | 7,627 | 4,819
Cash at beginning of periad 18,330 14,586 14,856
Effect of exchange rate change on
foraign currency batance (B02) {39} {475)
Cash at end of period 18,675 22,474 | 19,336 |
Comgrising:
Cash 24,504 34,449 29,314
Bank averdraft (5229 | {11,875) {9,984) |
Cash at end of period 16,675 22,474 19,338

CONSOLIDAYED STATEMENT OF CASH FLOWS

Avdited
Skx momths anded

31 #darsh 2003

Linigacit e
Six months ended

3T Adarch 2002

Auclited

Yeeas anded

34 Seprember 2042

Noge: (1) TOWER cansices 10hat kieadedns of gross Iecipts ang pRgments is nol essential io undarstsnding cactain aciivilios of TOWER and i 5 considered accepiabis o rapiort oify the nit ehaisges in
sl fowes for these items. This i5 based o0 the fer Wiat sither the oormoier of these SLems & guick, 1he @imaunts ste Targe and the matlnties s shart on, i the case of propey, pheie s#0d

Ao, e vl oF Salos 5T IRl

The Notes (o the financial Staternents form part of and are to be read in conjunclion with these Financial Statements,




TOWER LIMITED FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS

COORTIRG BOLITIES

Basis of praparation

The consolidated financial staternents for TOWER Limited have been prepared in accordance with Financial Reporting Standard FRS 24 "interim Finangial
Staternents” and shouid be read in confunction with the Statement of Accounting Policies and Notes to the Financial Statements contained in TOWER's 2002
Anrwial Report.

The accounting policies used are consistent with those Lsed in the previously published interirm financial staternents and previous annal repart, except as

disciosed in the ehanges in accounting policy.

Chariges in accounting policy

The rompany has changed i£s accomnting policy in respect to investments in subsidiaries where the holding company ceases (o be a life insurer, Previousiy,
sufsidiaries of non-dife comparies iy the Groud that were acquired prior (o demuivalisation were recorded in the financial staterments at Directors' valliation
at the date of demutualisation plus the increase in net angible assets since that date, The difference between the et assats of the subsidiary and the
Direciors' vaillation at the date of demutualisation was inctuded i the consolidated Statement of Financial Position as “Excess of Directors’ valuation over net
tangible assats”. The balance was subjected to an annual imgairment review with any decreases taken to the Statement of Financial Performance. No
recognition was mada for any increase in vaile,
Investrments in subsidiaries whera the holding company ceases 1o be a lifis insurer are now accounted for as follows in the consolidated Bnancial statements:
+ The excess of Chreciors' waluation over the subsidiaries’ net tangible assets recognised as at the date the holding comparny ceases to he a Hfe insurer is
analysed into its components, heing principally value of in-force business and gooduill,
+ The vabue of in-force business and goodwilt are amortised ovar their period of expected benefit, with effact from the date that the holding company ceases
to be a fife insurer. The period of expected benedit is:
+ Walue of in-force business twelve to fiftesn years
+ Goddwili three 10 twerty years
Irr the ahsence of any specific aceounting standards applicable to the excess of Directors’ valuation ovar net tangible assets the company considerss it
appropriate (o adopt this new accolnting palicy to align the accounting treatiment with the accounting rineiples applicable to iangible assets and goadwil,
This change in sccounting policy has been applied in the current period with the effect being an increase in amostisation expense incilded within
MENagEmant expenses and & reduction i net surplus and shareholders’ funds of $134.4 million in the six months ended 31 March 2003, There was no effect
are cash fiows,
The amortisation during the current period incildes recogrition of amaortisation for the fUH period since subsidiaries ceased (o be held by lifis insurers and can

e split over the financiat reparting periods as follows:

Fariod fpact
nzgo0s
30 September 2000 - 12 months 40,721
30 September 2001 - 12 months 40,721
30 September 2002 - 12 months 40,721

31 March 2003 - & months : 12,239
: 134,402




TOWER LIMITED FIMANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS

Aceounting for investtnents in TOWER Linvited

The comipany has changed its accounting policy in respiect (o iwestments in TOWER Limited shares. Previgusly, mwvestments in TOWER Limited shares, hefd (o
support policyholder abiliies, were accounted for as investments. The company now accounts for these investments as 8 deduction from share capital.

in the absence of any specific accounting standards applicable 10 ownership of parent comparry shares hald in a life company W support policyhoiter
Habifities the company cornsiders it appropriate (0 adopt this new accodnting policy to show the net assats avaiable to external shareholders,

This charge it accounting policy has bearn applisd i the current period with the effect being 8 reversal of the unrealised after tax loss of $27.5 million an the
shiares and a reduction in share capital of $54.8 million i the six months ended 31 March 2003, There was no effact on cash flows.

The reversal of the unrealised after tax Inss of $27.5 miliion during the current period includes the racognition of the unrealised after tax losses for the fulf
period since e irvastments were acglired and can be split over the financial reporting periods as {ollows:

Feriod Ipact
NZFLOE

30 September 2000 - 12 months 4183
30 Seprember 2007 - 12 months 3,346
30 September 2002 - 12 months 4.54% .
31 March 2003 - 6 montks 13,386
: 27,456

MT O FiNA

Aweelived Linigacit e Aeehited

Six manihs ended Fix months eded Yizats anded

A1 farsh 2005 FT ddarch 2002 34 Seprembar 2002

NZFH00 NZE0DS NISOOG

pet {deficit)/surplas after taxation {154,370) | 40,666 (74,961)
Add/{less} non cash items : : : :
Depreciation B.518 | 11,456 22,280
Virite-off capitalised expenditure 11,050 - 44,631
Amortisation of goodwil 134,496 104 204
Mcowerment in capitalised acquisition costs 159 {3,485} 3,743
Change in policyholder labitities {165,504) (25,685} (267630
Urwealised 10ss/{gjair) o investenents 93,807 | (112,243) 273,921
(Increase)/decrease in defarred taxation (25,609 B55 {57,269
: (97,853) (88,332) (55,062) -

impact of changes in working capital tems :
ACCOUNES receivable 13.302 (1.657) BU75
ACcounts payable (14.959) {17.083) 13,540
Taxation 27,410 (21,167} (60,607) :
: 25,753 ¢ {39,801) ° {(40.002) |

Net cash outflows from operating activities : (72,100) | (128,233 : (95,154} |




TOWER LIMITED FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS

Audited Liraceited Aviciracl

Six months gnded Six months anded Yoar girded

FT March 2003 37 Marehs 2002 30 Sepremiber 2002

NZFO0D NIRoo0 Nzs000
Included ir: Investment ineome are the foffowing: :
Interest Revernun 53,083 58,865 144,581
Included ir: Financing costs are the folfowing: :
Inkarest Exparise 15,812 ¢ 15,267 31574
4 REGMEMTAL REPORTHNG
Savings : :
anel Risk Assat Trustee - : :

Hrest R fisirane fdairagenant Serwces Cithar Total

Business Segments NZEDOD NZEOOT NI5000 NZSOO0 NZER00 NEEDos |-

31 March 2063

Operating marging including revaluation of Hle
insurance subsidiaries

lnvestnent refurn on sharaholder capitat
Firancing costs

Net (defieit) /surplus

Tatal revenLie
Totat assets

Assats (nder managmment

31 March 2062

Operating marging including revaluation of Hle
insurance subsidiaries

lrrrestiment refuen on shareholder capital
financing costs

Net (defieit) /surplus

Tatat revenLie
Totat assets

AsEels GUNdRe MENagement

30 September 2002

Operating marging inctuding revaluation
of fife insurance subsidiaries

Irrrestiment refuen on shareholder capital
financing costs

Net (defieit) /surplus

Takat revionLe
Totat assets

As5a1s under managemeng

(25,706) :
2682 |

(23,024)

129,182
4,018,814

9,868,917 |

24,707

15,255 ¢

38,962 :

357.828
4,559,749 |
10,812,578 |

(65,364) |
8984 |

(56,380)

271190
4,194,172
9,939,300 |

Niobe: 1§ Other inelicdes parons company assats, bad ofliue sapenses, financing costs and elitviations.

7,324
1,562 |

8,886

120,078
343,681
343,681

6,519 |
3,242 ¢

9,76% |

117,778
348,243
348,243 |

9044 |
7,061

16,105

236,120
356,031 ¢
356,031

1.958
159

2,118

B.534
5,972
1,788,733

1.868
253

2,121

89,337

11510 |

1872383

3,750

3498

4,008

19,267

7.060
1,765,820 |

2204
270

2474

31,758
50,088 |
7087212 |

4585 |

4,885

37,128
58,559

B,344.201

5,996
629 |

6,625 |

73,752 |
58,736 |
7,977,558 |

{123,404 :
(10,457) |
(10,963)

(144,824)

8,008 |
250,914
258,914 |

{5,324) |

268
{(11,007)
(16,063)

{5.677)
BELY1T7 |
BB1,917 |

(23,622)

915 :
(22,697)
(45,400

(19.682)
636612 |
636,612 |

(37623
(5,784 .
foee3y 1

(154,376} |

297,561

4677489 |
19,367,457 | o

32,355 | -

18318
(007 Lo
40,666 i - -

516,388 |
5,759,978 o

21,859,322 |

0,196y 1
17,942 0
22,697} 1)

£74,951)

580,647 -

5,253,511
203,675,321




TOWER LIMITED FIMANCIAL STATEMEMNTS

NOTES TO THE FINANCIAL STATEMENTS

: Mel P
Tatal! fedich ) Aunils Tt Assels Under P
Revanuie After Taxalion Assels Manageimien
Gitograpiucal Segmonis NIFLGO MZEODL NERO0G NLEGOD

31 March 2003 _ : : _ :
New Zeatand 160,080 | (22.260) 1,281,211 B.007,853 |
Austrafia 125,790 (131,703} | 3,328,439 13.291,785 | -
Othes 11,681 (07) 67,819 67.819 | _
: 297,561 | (154,370) 4,677,469 19,367,457 L

Total

31 March 2002

New Zeatard 192,625 13,065 1,517,654 | 6555127 |-
Austrafia 997,496 27,922 4,183,500 15,245,461

[ Other 26,267 (321) | 58,734 58,734 | -
Total 5 516,388 | 40,666 | 5,759,978 | 21,869,322
30 September 2002 : : : : :
New Zeatard 275,692 5,669 1,348,060 BA0ZTIE
Austratia 375,965 | (52.210) 3,838,771 | 19,305,927
Other 27,990 1,590 | 66,680 66,680 |
Total 580,647 | (74,951) 5,253,511 20,675,321 | .-

REARE RO

G BMRTEIBLTHGNG TO

There were no dividends paid ouL during the current period,

G SEHEOR DRV

Group senior ranking borrowings are unsecured, subject to Nedative pledge undertakings and cross guaraniees between TOWER Limited, TOWER Financial
Services Group Limited, TOWER Holdings (Austratia) Pty Limited ard TOWER Finance Limited,

TOWER Holdings {Australiz} £ry Limited has an A$325 million Skort Term & Medium Term Note Programime which as at 37 March 2003 had A$100 million

of Fioating Rate Notes {maturing August 2003} issuad. The A$100 million Floating Rate Notes will nol be re-issuad and will be re-Binanced from proceeds of

2 capital raising programme cUrrently teing put in place. The terms and conditions and the outcome of the capital ralsing programme are not yet certain,







