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AUBRITOR'S REPORT
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AUTMTOR'S REPORT TO THE SHAREHOLDERS OF TOWER LIMITED
We have audited the financial statements on pages 1 to 37, The fnancial staterments provide information about. the past finaneal
performance and cash floves of the Company and Group for the year ended 30 Septernber 2003 and their financial position as at that date.
This information is stated in accordance with the accounting policies set out an pages & to 12,
MRECTORY' RESFONSIBILITIES
The Compary's Directorns are resporsible for the preparation and presentation of the finandial statements which give a true and fair view of
the financial position of the Company and Group as at 30 September 2003 and their financial performancs and cash flows for the year ended
on that date.
AUTNTOR'S RESPONSIBILITIES
We are respansitite for expressing an independent. oginian on the financdal statements prosanted by the Diractors and reporting our opinian
o you.
24818 OF OPINION
Anaudit includes exarmining, on a test basis, evidence relevant to the amounts and disclosures in the fingncial statements. It also includes
R
fa) the sigrificant estimates and judgements made by the Directors in the preparation of the financial staterments; and
{1y whether the sccourding policies are appropriate to the croumstances of the Campany and Group, consistently applied and adeguately
disciosed.
We conducted our audit in accordance with generally accepted auditing standards in New Zealand, We planned and performed our aadis
50 as ta obtain all the information and explanations which we considersad necessary to provide us with sufficient evidence to give reasonable
assurance that the financial statemaonts are free from material misstaternents, whether caused by fraud or grror. In forming our opinion we
also evaluated the overall adeguacy of the presentation of information in the finandal staterments,
We have no relationstip with, or interests in, the Company or any of its subsidiaries other than in our capacities as auditor, tax advisor and
provider of other assurance sarvices.
INGUALIFIED GPINION
We have obtained all the information and explanations we have required.
iy Qur apinion:
fa) proper accounting records have bean kept by the Compary as far as appears from our examination of those records; and
(o} the financial staterments on pages 1 to 37:
(i} comply with generally accepted accounting practics in New Zealand; and
{0y give a true and {air view of the financial position of the Comparny and Group as at 30 September 2003 and their financial

performance and cash flows for the year ended on that. date,
Our audit was completed on 26 Novemnber 2003 and our ungualified opinion is expressed as ab that date.

CHARTERED ACCOUNTANTH

Wellington




CONSBCLIDATED STATEMENT OF FINANCIAL POSITION

B T T T T Y T
. . . ,.

| Cash 34,186 | 29,314 2 1,425

| Acrounts receivable L9 210,965 | 224,976 378,120 174,364
Fixed interest securitios 10 2,272,231 2,206,957 - -
© fquity securities 1 1,447,345 0 1,564,071 o -
Property investrments 14 259,053 264,430 - -
- Other investments RIS 445,416 700,404 | 441,717 658,450
| Taxation receivable Cos 90,401 63,465 . 17,263 27,144
Cither current assets 6,468 11,471 - -
Property, plant and equipment: 14 114,057 122,857 - -
Dreferred tax benefit & 42,029 62,025 - -
Goodwill and intangibles 11 83,211 3,547 - -
irmuu ASSETS 5,004,382 5,253,511 837,108 861,383
- Accounts payable BIRTE 161,005 194,975 913 1,032
| Serior debt s 86,155 318,202 | - -
Insurance proyvisions 17 222125 274 (64 - -
' Other flabilities ST 29,442 25,606 o .
 policyholder labilities L5 3420887 0 3,613,071 - -
| Capital bonds Cog 125,000 125,000 - -
| TOTAL LIABILITIES : D 4,244,714 4,486,918 813 1,032
| NET ASSETS : : 759,668 766,593 836,189 860,351

| REPRESENTED BY:

 tquity share capital Coqg 983,908 835,972 © 1,085,948 835,972

| Retained earnings S LB (175,891) (27,034) (199,751) 24,379
- Reserves Lo (48,386) (42,371) | - -
EMirmrity intorests 19 37 26 - -
| SHAREHOLDERS' EGUITY : : 759,668 | 766,592 836,189 | 860,351 |
| Net asset backing per share 1.90 | 436 ;
| Gearing® O ns% . 3663%

Wote: (1) Georing i detined os rotal debf tn for! debt plus eguity.

The financial statements were approved for issug by the Board on 26 Navember 2003,

~
00 g ol < .
(Haf B, O'Duill Keith B, Taylor

Chairman Group Managing Director

The Statemaent of Accounting Palicies ardd the Notes to the Finandal Statements form part of, and are to be read in conjunction with, these

Financial Statements.



CONSOLIDATED STATEMENT OF MOVEMENTS IN EQUITY

p

203,477 |

: OPENING EQUITY 76,583 860,351 B50,619
| Net (deficit/surplus after taxation _ (148,857) 74,951) 0 (224,130) 42,016
© Distribution from TOWER Safe Trust Doy - 5,054 - 5,054
Movament in foreign currency translation reserve : {6,015 (29675 - -
TOTAL RECOGNISED REVENTUE AND EXFENSES f154,872) {99,572) {224,150) 47,070
Shares jssued 19 199,968 12,645 199,964 12,645
Sale of rights issued on holdings in TOWER Limited shares 19 2,722 - - -
Distribution to shareholders 27 _ {49,983 - {49,983
Reclassification of holdings in TOWER Limited shares 19 {54,754 - - o
Movament in minority interests 19 11 26 - -
| EQUITY AT END OF PERIOD 759,668 | 766,593 | 836,188 860,351 :

Thie Staterment of Accounting Policies and the Motes to the Financial Statements form part of, and are to be read in conjunction with, these

Financial Staterments.



CONSOLIDATEDR STATEMENT OF CASH FLOWS
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Premiums received 506,314 933,135 - -

Interest received 135,870 T44, 782 2,309 3887

Chvidends received 46182 38,176 - 46,00

Investment incamae 24,625 42,685 - 26

Mon-life company operating incoma 157,367 174,743 - o

Payments to policyholders {824, 467) [H20,403) - -

Paymarnts to suppliers and employees {474,958) (484,790 {3,250 (4,136?);

Interest paid (25,801) | (31,734) | . -

Cneome taxation paid (23,819) (92,348) | (4,444) (18,528)

NET CasH FLOW FEOM OPERATING AGTIVITIES ag (125,287) {95,154) (5,386} 21,018

| GASH WAS PROVIDED FRCH\;{.;I;(A.;PLIED ro)

Sale of investrmaents™ :
Fixedd intoarest: 15,614 46, 785 - 11,448
Property 236 23,415 ; -

_ Equities 132,992 89,208 - -

Disposal of subsidiary 24,334 ¢ - - -

Purchase of property, plant and squipment {15,747) {42,724) - -

NET CASH FLOW FRCGM INVESTING ACTIVITIES 157,425 : 110,887 : - 11,448

CABH WAH PROVIDED FROM/{APPLIED TO}

1ssue of equity share capital 202,690 - 202,690 -

Fartly paid shares instalment 7 - 67,957 - 67,957

Distribution from TOWER Safe Trust 33 - 5,054 - 5,054

1ssue of Capital Bonds 16 - 125,000 - -

Borrowings received : 794189 _ - - -

Borrowings {repaid) {305,977 (171,287 - -

| Dividends paid . (37,338) s (37,338)

et advances 1o subsidiaries - - (T98,727) (66,?14);

NET CaSH FLOW FRGM FINANCING ACTIVITIES {24,098) {10,814) 3,863 (31,0&1);

NET INGCREASE/{DECREASE) IN CASH HELD 8,040 : 4,919 : f1,423} 1,425

Cash at beginning of year _ 19,330 ¢ 14,886 1,428 -

tHect of exchange rate change on foreign currency ba!ancﬁr; {1580 (475) - -

| CANH AT END OF YEAR ' 27,820 19,330 ! z 1,425 |

| COMPRISING! :

Cash at bank : 34,186 29,314 2 1,425

© Bank overdraft % (6,966) {9,984) . o

| CANH AT END OF YEAR ' 27,820 19,330 ! z 1,425 |

Mote: (T) TOAWER consiters that knewiedge of gross receipds ond payeents &5 rot essential o pndestonding cevioin scivities of TOWER and 2 s considered aoceptabie fo repod only the ner

charges in cosh fowy for fhese irems, This iv based on the focr that eithes, &

Banerty, piont and equipment e valile of fhe soles are immnarerial.

furnaves of these if

AT I8 Rk, M Qranunds are largs ond fre manuriies are shorn orin fhe case of

The Statemaent of Accounting Palicies ardd the Notes to the Finandal Statements form part of, and are to be read in conjunction with, these

Financial Statements.



STATEMENT OF ACCOUNTING POLICIES

Far e year ended 30 Seprember 2003

REPGRTING ENTITY

TOWER Limited and its subsidiarios
{"TCRWER™Y operate in the Savings and
invaestrment, Risk Insurance, Asset
Maragement and Trustee Services market,

SEGMEnis.

EBALLS OF PREPARATION OF FINANCIAL

! STATEMENTS

Thiese financial statemants have been
vreparad in accordance with the New
Zesland Companies Act 1993 and the

Financial Reporting Act 1993,

Thie financial staterments are based on
the general principles of historical cost.
accounting, modified by the revaluation
of certain assets and liabiities as stated in

the specific accounting poficdes Dedow,

SFECIFIC ACCOINTING POLICIES

The specific accounting polices wsed in the
vreparation of the financial statements are

as followrs:

BASIS OF CONSOLIDATION

Tre Grougp financial statements include the
finangial staternents of TOWER and all of its
subsichary companies which fave been
consofidated using the purchase method.
The resubts of any subsidiaries scquired
during the year are consolidated from the
effective dates of acquisition.

Subsidiaries of the {ife Insurance companias
have beon corsalidated in accordance with
Firancial Reporting Standard 34 Life
Insurance Business. The differencs belween
the net assets of thase subsidiaries and their
fair value is recorded in the Group Statement.
of Financial Pasition as “Excess of Directory

valuation over net tangitie assets”,

Where the: holding compary ceases to be

4 life insurer, the difference between the
subisidiary’s ret. assets and the subsidiary’s fair
ville @s at the date is analysed between
goodwill and intangibde assets, and these
armounts are amortised over the following

periods:

»  Intangitsde assets 12 - 15 years

» Goodwill 3 — 20 years

The principal trading subsiciary companies
are detailed in Note 12 Subsidiery Comparies.
Alf intercomparty transactions and batances

arg eliminated on consolidation.

VALUATION OF INVESTMENTS

Irmvestment asseds included i the finandcial
staternents are recorded at net market value
as determined by the financial markets
whaere such values are readily ascertainatle.
For some assel categaries, whare markes
values cannot be so determined, specific
vaiuation procedures have bean adopted

as detailed below. Al valuations arg at the

reqrorting date,

Properties owned by the life companies are
shown at et market value, supported by an
independent valuation at 3 September
2003 by jones Lang LaSalle New Zaaland
Lisnitad for New Zealand properties, and
Colfiers International Consuitancy ard

Vaduation Pty Umited for Australian properties.

INVESTMENTS IN SUBSIDIARIES
Subsicfiaries acquired prior to demutualisation
are recorded at the ower of Oirectors”
vaiualion determined as at the date of
demutuaisation, and subsequent valuation.
Subsidiaries acquired after demutualisation
are recorded at the ower of cost and

Drirectors” valuation.

INVESTMENT INCOME

Drividends, property income, interest, realised
gairs/losses and urrealised gains/lossas on
investment assets are brought to account
in the Staterment of Financial Performance

as folfows:

DHvidends
Dividends are recorded as inoome at the

date the shares Decome “ex-dividend”.

Property Inecme
Progperty income is racognised on an

aggrual basis.

Interest eome
Interest income is recognised on an accrual

brasis.

Realised Gains/Losses on

Investnient Assets

Realised gainsfosses on invesiment assets
repiresent the difference botween the
carrying amaourt and the sale price which
arg brought to account through the

Staterment of Fnancial Performance.

Trnrealised GainslLosses on

Tnvestimeni Assels

Urrrealised gains/iosses o investment assets
are brought to account through the

Staternent of financial Performance,

For thase irvestments porchased in the
current. firancial yearn, unrealised gains/losses

oy investment assets represent the differance

batwaeer the purchase price and the market
value at the end of the year. for those
irwestrments purchased in previous years,
urrgalised gains/lasses are the difference
batwaen markes vafoe at the beginning

ared end of the currant financial year.

FREMIUM INCOME

Prermiums an life insurance business are
separated into their revenue and deposit
componerts, Ondy those amounts earned
by providing services and bearing risks are
freated as revenue. Other premium amounts
received are sionilar to deposits and are
recognised as an increase in policy labiiges,
Where i is not practicable 1o sphit out the
fwo companents all premiums have been
recognised as reverse, Where policies provide
for the payment of amounts of premiums
o spedific due dates, such premiums are
recognised as revenue when due. Unpaid
prasmiums are recogrised as reverue only
during thie days of grace or where securard
by the surrender values of the policies
concerned. Cher premiums are recogrised

as revenue on a cash received basis.

Unearned pramiums on general insurance
business represent. the portion of premiurms
on policies wiitten in the current. year, relating
0 cover provided in a subseguent period,
Far irmward treaty reinsurarces accepted, the
armourt bas been caloudated in accordance

with the terms of sach contract.

CLAIMA' EXPENAE

Clairms are separated into thair expense and
withdrawal components when a valid daim
is received. Claims paid on risk business are
tresated as an expense, Other claim
armounts are similar to withdrawals and as
such do not relate to the provision of
services or the bearing of risk, Accordingly,
they are recognised as a decrease in policy
liabilities. Claims in respect of investment
aceount and investment. linked business are

recognised when the policies concerned



STATEMENT OF ACCOUNTING POLICIES

Far the yoar eaded 30 Septerher J00T

caast to participate, in whole or part, in
the earmings of the relevant fund. Where

it is ot practicable to spht out the two
companents, ali daims fave been
recogised a5 an experse.

Prenvisions have been made for the
wstimated cost of &l claims notified but not
settled, and for the estimated cost of claims
ineusred but nob reported at reporting date.
Prenvision has been made for the estimate
af claim recoveries from third parties in
raspect of general insurance business,
CAPITALISED ACGUISITION COSTS

Super tion and Medical Produects:

The iritial planeed costs of establishing
contracts for cartaiy superarmuation and
medical products have been capitalised since
inception. These costs are disdosed in Note
TO Ivestrnent Assets and Note 13 Value of
Capitalised Acquisition Casts, These costs are
amortised aver the perod of axgpected future
henefit, A comparison to recoverable value is
carried out annually, with any variance below
carryirg vafoe taken to the Staterment of

Finandial Performance in that year.

General Insurance Produoets:

A portion of acquisition costs relating to
unearnad premium is deferred and
racognised as an asset, in recogrition that
i represents a futore benefit. Deferred
arOuisition costs are measured at the lower
af cost and recoverable amaount and are
amartised over the finandal years expected

toy benefit from the expenditure,

TAXATION
Incarme taxation edpense is accourted for
an the comprehansive basis, using the
liahility method, A debit balance in the
deferred taxation account is only carried
farward to the extent that there is virtoal

carlamty of its recovery.

Ingorme taxation berefits arising from income
ta losses are racognised only 1o the extent of
accumulated rat credits from timing
differenees in the deferred taxation account
unlass there is virtual certainty of their

realisation,

ACCOUNTS RECEIVAELE
Acrounts receivable are siown after making
el alfovearee for amourts considered

cioubifut,

REINSURANCE AND GTHER RECOVERIES

RECEIVABLE

Reirsurance and other recoverias receivable
ory paid cairms, reported caims not yet paid
ard claims intcorred but not reported are
recognised as revenue. Recoveries receivable
on reparted daims not et paid, and claims
incurred but not reported, are assessed in

& manner similar to the assessment of
outstanding claims. For the general insurance
brusinvess, recoverios receivabila imrelation to
loang-tail classes are measured as the present,
value of the expected future receipts,
caleubated o the same basis as the fability

for outstanding dlaims.

OUTWARDS REINSURANCE

Pramiums ceded 10 reinsurers are recogrised
a8 aFy expense in accordance with the pattorn
of reinsurance service received, Accordingly,
a portion of outwards reinsurance premium
is treated at balance date as & prepayment,
PROPERTY AND PLANT AND EQUIPMENT
DEPRECIATION

froperty, plant and equipment is shawr at

cosl and s depreciated at the following rates:

Office furniture and equipmant
54— 25% straight line

Computer hardware and software
208 — 539 straight. lirne

Refurbishiment costs {owned buildings)
143% straight {ine

Wtotor vehicles less an allowance for

residual value

20 straighit fine

Leasehald propearty mproverments

Crver the term of the iease

Alf iterns of property, plant and equipment
are subject Lo an annual mparment. revies
Any adjustments are taken to the Staterment.

of Financial Parformance.

FOREIGN CURRENCY TRANSACTIONS
Transactions denominated in foreign
currencies are transtated into the reporting
currency wsing the exchange rate in effect

at the transaction date.

Manetary items receivable or payable in a
foreign currercy, including forward exchange
contracts, are translated at reporting date

at the closing exchange rate.

Exchange differences on foreign currency
balances are recogmisad in the Statement of
financial Performance, with the exception
of exchange differences relating to items
Frecging rvestments in foreign subsidiaries
which are taken directiy to the foreign

Currency Translation Reserve.

DERIVATIVE FINANCIAL INSTRUMENTS

in the normal course of business, tramsactians
are entered into invalving dervative
fimancial instruments in order (o manage
TOWER's exposure to risk, These include
{oreign excharge contracts, swaps, financial
futures ardd options. Instrumeants not taken
up as hedaging transactions are valued at
market rates ruling at the reporting date,
The resulting gains or [osses are recogmised
in the Statemaent of Firandal Parformance

a5 other irvestment income,

Derivative financial instruments taken up
as hedges are accourtted for an the same
basis as related exposures,

Collateral is provided where necessary

to cover the risk of the derivative financial
imstrurment, Collateral will include cashy,
mortgages, debentures, equities and

financial covenants.



STATEMENT OF ACCOUNTING POLICIES

| NEW ZEALAND

¢+ Group fisk insuranc

| AUSTRALIA

Far e year ended 34 Seprember 2003

TRANSLATION GF FINANCIAL STATEMENTS

OF FOREMGN OPERATIONS

Aszets and labilities of indeperdent forsign
operations are translated at the cosing rase.
Al balance date the exchange rate used to
transiate TOWERS Australian subsidiaries was
NZFT.00 = AFO.ET3S (30 Septernber 2002
A0 BE41). Revenue and sxpense iberms ane
transfated at & weighted average of exchange
rates over the period, a3 a surrogate for the
S04 rates at frarsaction dates. The rate used
to transfate TOWERS Australiar operations
was NZFT.00 = A% 8245 (2002 A30E370),
Exchange differences are takoen to the {oreign
currency transiation reserve ard recognised

inn the Statement of Movernents in tquity.

The firancial statements of integrated {oreign
operations are translated in the same way as
if the underlying transactions had been

entarad into by the repaorting entity itself.

Exchange differances on monetary Tiabilities
designated as a hedge against investroents i
independent {oreign operations are takers (o
the: fargign currency transfation reserve and
recogiisad in the Statement of Movernents
in Equity 10 the extent that. they are offset by
the exchange differences on the net

investments,

o

"
%

SUMMARY OF SIGNIFICANT ACTUARIAL
METHODY AND ASSUMPTIONS — LIFE

INSURANCE BUSINESS

POLICYROLDER LIAEILITIES
Policyholder liabilities for life insurance
busirmss have been determined in
accordance with Actuarial Standared 7.03
issued by the Life Insurance Actuaria
Standards Board for TOWER Austrafia and
Professional Standard N3 “Determination
of Life insurance Policy Liabifities™ issued by
the New Zealand Society of Actuaries for
TOWER Life, TOWER Life (NS) and TOMYER
Haalth & Life, The standards require that
the policyholder liabifities be calcutated on
the basis of best estimate assumgptions ard
in & way that allows for the release of
planned marging essentialiy as services
are provided to policyholders.
The policyholder lability is the amaount
which, tagetter with future premiums
and investment. eamimgs, s expocted o
(i) meet. the payment of future banefits
and expenses; and
(i1} pravide for future profits,
Actuarial reparts on policyfolder fabiities

and prudential reserves are propared for

s o
!ff/f/ .
o

© BOTH AUSTRALIA AND NEW ZEALAND

© = draditional participating

IIGrtgage: repayinent insurande

D e Annuities

Prajection

o+ Adraditional non-participating, renewal and leved term and

Prajection

Prajection

oo Individual ump sum e insuranee risk (life, temporary and permanent

Projection

© = Non-participating investment sccount,

o ow Imvestment. inked

; and renewable nsuranoes

Accurnutation
Accurmutation

Cash flowr

. Partiipating irwesr.mﬁrnt.:.3(.'.;..(.J.L.J.r.;tmm
* Nor-participating investmant accournt
* Investment finked - Stat Fund 2
* lyvestment inked — Stat Fund 3
= Group risk insurances and renewatbila insurances

C e Group salary contirsance — open claims

Prajection
Prajedtion
Accurnutation
Accurnufation
Cash flow

Projection

each pariod at ihe respective balance dates.
The Chief Actuary, Herwig Raubal, F1AA,
FNZSA, has caleulated poficyholder
liabailities in Newe Zealand for TOWER Life,
TOWER Life (NZ) and TOWER Health & Life,
and the Appointed Aciuary, Megan Beer,
FIAA, a Director of Tilinghbast-Towers Perrin,
Consulting Actuaries, has caleulated
policyholder Habilities for TOWER Australia.
The actuaries are satisfied as to the accuracy
of the data from which the poficybolder

liabifities have been detenmined.

VALDATION APFROACH
The profit carriers used {or the major praduct
groups in order to achieve he systematic

redease of planned marging ware as foflows:

L

© Cost of supportable bonuses

txpected death claims

: Expected annuity payrments

Expected Claims

Cast of supportabfe dividends

Cnwvestment income



STATEMENT OF ACCOUNTING POLICIES

Far the yoar eaded 30 Septerher J00T

DISCLOSURE OF ANSUMPTIONS

The following table summarises the key assumptions used in the calculation of policyholder Gabiiities, together with notes on any significant

changes in the assumptions:

S o e
.. i

| DISCOUNT RATES

| The discount rates assumed in cafculating
policyholder liabilities were derived from the .
axpected [ang-term average rates of relum

for 1he relavant asset pools based on a neutral
asset mix for each pool. Discount rates assumed

¢ are net of taxation and Investment expenses.

- annuadly.

""" | future maintenance expenses have been set
based on experience analyses conducted by
the: various companies as well as the actuaries’
axpectalions of future expense lavels. Future

©irvestment expenses have been assumed to be

o at the same percentage of assets under

: ©alb current fevels.
| MORTALITY - RISK PRODUCTS | Standard mortality tables, primarily NZ95 in
Mewe Zealand and 1AB-92 in Australiz, These

¢ are adjusted for company experience.

© September 2003
September 2002

The discount rates used are as doliows:

ANHTRALIA
3.0% to 724
3.4% to 7B

NEW ZEALAND
3.7% o 589
4.0%: to 6.0%:

2.6% 2.5%

| September 2002 2.0% 2.5%

¢ The assumptions for maintenance expenses for annuities
Cin TOWER Life (NZ) have reduced over 50% as & result

o of a reorganisation of the management of these products.

 Mane

¢ Maortality rates for some classes of business sald through
¢ TOWER Health & Life were reduced by varying amounts

oo reflect recent yoars” experience. Mortality rates for

¢ funeral Plan business sold through TOWER Australia werp

Cincreased by approximately 40% o reflect recent yoars’

MORBRTALITY = ANNUITIES
: © i New Zealard and INGIFED in Australia. Thiss

© are adjusted for compary experionce

| DISABILITY — LUMP SiM
- for differing product dedinitiors. Some whole&saleé

- schimes use specific company expearience.

o tables iy Australia. These are adjusted for
© company experience. Specific company

experiencs is used for certain wholesale schomes, |

| Discontinuance rates have been assumed 10 be -
.................................... cansistent with the experience of recent years .
fhefore the demutualisation annoanosment in
the case of TOANER Life (NZ1) Assumad
¢ discontinuance rates vary by sub-grauping
within a class and vary according to the length

© of time tranches of business bave been in-forca.

§ Based ory past reinsurer experence and adjusted

CA0A tables usad in Mow Zoaland and 1ADS9-93

{ experionce,

© Mone

Crisis rates for business sold throegh TORVER Australia wers

increased by 10-20% 1o reflect recent years' experience.

More

More



STATEMENT OF ACCOUNTING POLICIES

! BURRENDER VALUES

| RATER OF GROWTH FOR UNIT
| LINKEED BUSINESS

. RATEH OF FUTURE
| SUPPORTABLE PARTICIPATING
. BENEFITS

gross rates depending on market. conditions.
 Newr Zealand and Austraflan ron-super anit
Clinked business is valued on an accumulation

¢ brasis.

* for the sharehalders” sight to participate in

- distribations, equals the value of assels

supporting the business. Distributions are split

: botween policyholders and sharehalders with

- the valuation allowing for shareholders to share |

Cint dlistributions, The rate of sharehalder
participation assumad is generally at the

maximurm alowabie of 25% of the value of

bonuses distributed to participating policyholders

subject to poficy conditions. Additional policy
| banuses will emerge from the assets

! representing policybhofders” unvested benefits,

¢ Assumed future supportable borwos rates inchaded
Cin policyholder fabilities were set such that the

© present value of palicyholder liabilities, aliowing

September 2003 6.4% to 8.4%
© Septernber 2062 6.6% to 8.7%
Nore

4,55 to 8.0%
8.1% to B.5%
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POLICY ACQIISITION COSTS

Policy acquisition costs comprise the fixed
aried variabde costs of acouining rew business,
inciuding comimission, advertising, policy
issue and undenwriting costs, agency
uxpenses and other sates costs, Acguisition
casts are recarded in the Statement of

Firraneial Performance,

The actuary, in determining the policyhoider
iahilities, takes account of the defarral and
future recovery of acguisition costs, resulting
in policyholder labilities teirg lower than
atherwise and those costs being amortised
aver the period i which they wiil be

racoyeratie.

BASIS OF EXPENSE APPORTIONMENT

The: appartianment. process adopted varies
atross the fife insurance comparies. This
section provides a genersl indication onlfy

af the methods appfied:

) Expenses that can be directly
identifiabite and attributable 1o a
particular class of business are not
apportioned, Expenses directly
attritnatable to the ordinary and
superannuation participating and
nan-participating classes of business
are: apportioned based on appropriate

cost drivers.

iy Commission expenses that cannot be
aloecatod to a class of business, for
example volume bonuses, are
apportionad on the basis of new
businass and revewal commissions of
each class, allowing for imits imphed
by the bases of atviser rermuneration.

(i) Imvestment expornses are apoortioned
{0y the ciasses of business on the mean
balance of assets under management.

{ivy Other expenses that cannot be
alocated to a particubar class of
business are apportioned to the classes
of buginess based on appropriate cost

drivers, inclsding rumbier of rew

policies issued ard related pramiums,
rusniber af new units in-foree, mean
bafances of assets onder management,
average number of policies inforce
and time and activity based
alioeations.

SOLVENCY REQUIREMENTS

These are amaurts required o meet

actuarial standards to provide protection

against the impact of fluctiuations and

unexpected adverse droumstances on the

lite irsurance companies.

Tha methodology and Dases for determiring
solvency requirements are in accordance
with thi requirements of AS2.03 “Soivency
Stardard” issued by the Life Insurance
Actuarial Standards Board of Australia for
TOWER Australia. For New Zealard
companies Ouidance Mote 5 “Life
irsurancs Company Prudential Reserving”
issued by the New Zealand Society of

Actuaries is adopted.

CHANGES IN ACCOUNTING POLICY

CONSOLIDATION OF SUBSIDIARIES OF
NON-LIFE GOMPANIES

The compary has changed its accounting
policy in respect to investments in
subsidiaries where the holding compary
veases 1o be a life insuren Previously, the
differance between the net assets of the
subsidiary and the Diractors” valuation at.
the date the holding company ceased to
frer a life insurer was indluded in the
consafidated Statoment of Finarcial
Position as “Excess of Directors” valuation
over nat tangible assets”, The balance was
subjected to an annual mpairment review
with any decreases taken to the Statemnent,
of financial Performance. No recognition
was made {or any increass in value.
invesiments in subsidiarias whers the
frolding comparny ceases to be a life insurer
ares nowy accounted for as follows in the

vonsofidated financial staternents:

» The txcess of Directors” valuation over
the subsidiaries” net tangible assets
recoqrised as at the date the bolding
company ceases to be a fife insurer is
armalysed into its comparernts, being
principally value of indorce business

arrd goodwill.

»  The vilue of in-force business and
gaodwill are amortised over their
pariod of expected berefit, with effect
from the date that the holding company
ceases to be s fife surer. The period of

expectad benedit s

- Value of in-foree business 12 - 15 years
- Goodwill 3 - 20 years,

Alf goodwill amortised aver a throe year
period was fully amortised in tha current
vear. The goodwill remairing as at 30
September 20003 will be amortised over

periods between 15 and 20 years.

in the absence of any specific accounting
starwdards applicable to the Sxcess of
Directars’ valuation over net tangible assets
e company considers it appropriate to
adopt this new accounting palicy to align
the accounting treatrmant with the
accounting principles applicable to

intangible assets and goodwdil,

This charnge in accounting policy has been
applied in the current period with the
affect being an increase in amortisation
expense and a roduction inonet surplus ard
sharshaldens” funds of $3148.4 million in the
twalve manths ended 30 Septemnber 2003,

There was no effect o cashy flows,

The amortisation during the current period
includes recagnition of amaortisation {or the
full period since subsidianies ceased to be
freled bry life insurers and can be split over

e finandial reporting perods as follows:



STATEMENTY OF ACCOUNTING POLICIES

IMPACT

40,721

30 September 2000

36 September 2007 | 40,721

36 September 2042 46,721

30 September 2003 | 26,209
148,372

ACCGUNTING FOR INVESTMENTS IN

TOWER. LIMITED

Tha company has changed its accounting
policy in respect (o intvestrments in TOWER
Limited shares. Previausly, investments in
TOMWER Limited shares, held to support
policyhalder Habifities, wers stoounted for
as irvastinants, Thi campany now acCaunts
foor these invesiments as a deduction from

share capital.

In the absersce of ary specfic accourting
standards applicable to ownership of parent
comparny shares held in a life company to
suppart policyholder fiabilities, tha company
cansiders it appropriate to adopt this new
arcounting policy to show the ret assets

avaiabife to extermal sharehalders,

This change in accounting policy fias besn
apphied in the currant periad witfs the effect
neing a reversal of the unrealised after-tax

lnds of 3323 miillon on the shares and a

raduction in share capital of $54.8 million
i the tweedve months ended 30 September

233, There was no effect on cash flows.

The raversal of the urrealisad after-tax loss
af $32.3 million during the current period
includas the recogrition of the unrealised
after-lax losses for the full period since the
invosiments were acquired and carn ba split
aver the financial reporting periods as

foHomwes:

30 September 2000 4,183 ;

30 September 2007 3,346

36 September 2002 5,541

30 Septemtrer 2003 18,238 :
32,308
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.

FREMIUM Iwcﬂnﬁ

Life insurance premiums 644,484 811,557 - -
Less: Daposits recognised as an indrease in policy Habilities {337,077) (477, 428) - -
LIiFE INSURANCE FREMIUMS RECOGNISED AH REVENUE BT 40T : 334,129 : - -
General insurance premiums {refer Mote 37) 163,09 155,932 - -
teaith insurance premiums (refer Naote 313 63,464 53,672 - -
533,962 | 543,738 . .
Less: Reinsurance ceded {86,676) {84,945 - -
TOTAL NET PREMIUM INCOME 447,286 : 458,788 : - -
e
FIXED INTEREST : :
- interest 135,959 144,961 2311 5,887
' Reafised gains/(losses) 36,554 (12,696) | - -
C Unrealised losses (60,873 | (28,6317 - -
TOTAL INVESTMENT INCOME FEGM FIXED INTEREST 111,644 : 133,634 : Z,311 B, BRY
| Dividend incorne 39,907 39,356 - 40,000
Realised gains/(Josses) {76,726) 14,766 ¢ - -
S Unreafised gains/(losses) 95,517 (235,134) | S .
TOTAL INVESTMENT INCOME FROM EQIUITIES 58,692 {181,872) - 40,000
o
Rents, interest and recoverss 19,630 24,023 - -
Realised gaing 8,612 2,42 - -
Unrealised gains 1,218 1,449 - -
TOTAL INVESTMENT INCOME FREGM PROFERTY 29,460 27,893 - -
CHANGE IN EXCESS OF DIRECTORS VALDATION OVER NET TANGIBL : :
ASSETS OF SUBSIDIARIES OWNED BY LIFE INSURANCE COMPANIES {7,079) {34,138) - -
| OTHER (INCLUDING FOREIGN EXCHANGE} _ _
| Realised gaing 35,951 | 14,831 . 2
S Unrealised gains/{losses) (4,904) 16,219 (5,402) | -
Unrealised write-down of subsidiarios - - (276,733 -
TOTAL OTHER INVESTMENT INCOME 31,047 31,050 {222,135} 26
| TOTAL INVESTMENT INCOME 223,764 (52,2a3) (219,824) | 43,818 |
e A e et
Investment amnd management fees 97,321 97,076 - -
Trustae services 62,050 69,679 - -
Fund managament fees 7,564 8,239 - -
Othar revenug 147 98 - -
TOTAL FEE AND OTHER INCOME 167,082 175,092 - -
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PAYMENTS TO POLICYHOLDERS

| tife insurance claims 741,453 773,575 - -

Less: Withdrawals recognised as a decrease in policy Nabilities {519,924 {556,789 - -
LIFE INSURANCE CLAIMSA RECOGNISED AS EXPENSE 221,529 216,936 - -
General insurance claims {refer Mote 31) 44,126 94 4717 - -
Health insurance claims (refer Note 377 38,135 35,350 - -
' 355,700 | 346,528 | . .
Less: Reinsurance proceeds received {h2,443) {6169 - -

TOTAL PAYMENTS TC POLICYHOLDERS 283,847 286,359 - -

FLICYE(LDER LIABILI'Z“..{ES AND LIFE INSURANCE BUBINKESS

. {A} POLICYHOLDER LIABILITIES

 Volue of pelicy Nobifities — Projection Method : : :
Future policy benedits 2,247,439 3,911,773 - -

| future bonuses 216,567 287,179 - -
future expenses 545,809 a37,408 - -
Reinsurance 45,362 {6,357 - -
future profit margins 252,006 363,735 - -
Future premiums (1,985,550 {2,078,062) - -
1,315,653 1 3,115,676 : - -
Value of podicy Nabilities — Accumulotion Method :
future policy benedits 2,229,593 411,498 - -
Future chargas for acquisition axpanses (214,713 (8,757 - -
: D 2,014,880 402,741 o -
: . 3,330,583 @ 3,518,417 . . .
Unvested policyholder banefits G454 34,654 - -
TOTAL POLICYHOLDER LIAEILITIES 3,420,987 3,618,071 - -

 The movernent in policyholder dabilities in the $tatement of Financial Position does not equal the moventent in policybolder liabiitios

Cin the Statement of Finandal Performance. A reconciliation is as Foliows:

! RECONCILIATION OF MOVEMENTS IN POLICYHGLDER LIAEBILITIES

| Opening balance L3,613,071 1 4,019,659 - -

fovernent in Stalement of financial Performance : 26,136 {194,190 - -
Deposits recognised as an increase in policy liabifities {refer Mote 1) 337,677 477,428 - -
Withdrawals recognised as 2 decrease in palicy Habilities {refer Note 4) {519,924 {556,789 - -
Other adjustmants including fareign exchange {35,373 {133,035 - -
| CLOSING BALANCE © o 3,420,887 | 3,618,071 - .
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HROUP COMPARY

POLICYE(LDES LIABILITIES AND LIFE INSURANCE BUSINESE (CONTINUEL)

fB} ANALY#IS OF LIFE INSURANCE RESULTS

Plarned profit marging 35,231 42,346 - -

| Bxperience Iosses (39.190) (67,419 - -
| Capitalised Joss recognition : (7,782 (12,376) - -

Investment earnings on assets in excess of policy Habilities : : : : :
of life companies : {5,080 £13,997) . .

CGPERATING DEFICIT AFTER TAX ATTRIBUTAELE TO SHAREHOLDERS

ARISING FROM THE LIFE INSURANCE FUNDS {16,721) {51,446) - -

| (C) POLICY ACQUISITION EXPENSEZS — LIFE INSURANCE BUSINESS

- Commission 38,532 38,933 - -

Cither acguisition expenses 44,083 59,800 ¢ - -

D) POLECY MAINTENANCE EXPENSES — LIFE INSURANCE BUHINESS

| Policy maintenance axpense 131,782 183,418 - -

(£} SOLVENCY REQUIREMENTS OF LIFE FUNDS
The minimum equity required to be retained to meat solvency reguirements over and above the policy Habilities for gach of the life
insurance companies in the Group is shown below. The shareholder equity retained in each of the life insurance companies exceeds

these MiNiMum requirements,

TOWESR T ‘ TUOWER
LIFE{NZ} HEALTH & LIFE

* Solvency requiremant A B4BSRY. 957,717 3R3,747 SD 2,848,936 3,123,585 57,4430 64,357
| Reprosented by :
© Policyhalder labilities ©OBIs485) 875,098 1,807 -1 2,627,535 2,767,898 11,4460 17,047
L Other Tabilities C 27,5560 45,5590 2488 21 92,0480 15T,081 4,534 7,629
| Solvency reserve B 55881 47,0600 379,458 SD 128,452 204,806 41,463 30681 |
| SOLVENCY REQUIREMENT | 848,589 957,717 a83,747 . 2,848,906 15,123,585 57,445 64,357
| Assets available to meet solvency reserve C 1 57,2351 65,283 462,859 S 243891 2487020 53,690 43,800
 Solvency reserve B0 55680 47,0600 379458 S5 128,451 204,806 41,463 30681
| EXCESS ASSETS ABOVE REQUIRED | 51,667 18,223 83,40t .1 115,488 45,486 12,2270 4,119
D Requited solvency reserve  (BIABYXT00 1 07% S 7% BR47.2%  N/A! 47%  70%  259.5% 160.8% |

S Coverage of tequired solvency reserve (/8 1404 1.4 1.2: A 1.9; 1.2 1.3; 1.1
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.

w EXPENSEN AND PROFIT FEOM OFERATIONS E

| INCLUDED IN TOTAL MANAGEMENT AND SALEE EXPENSES

| ARE THE FOLLOWING:

CAmortisation of capitalised acquisition costs 7,570 S, 96{) - -
Bad debts written off 14 17 - -
Change in provision for doubitful debts {1873 AR - .
Depreciation: . : _
: E3ffice equipment and furniture 3,080 4,695 - -

Motor vehicles 208 275 - -

Computer hardware and software 14,166 17,309 - -
Dirpctors’ foes 216 551 474 471
Danations 35 68 - -

fess paid to auditors:s : :
. Audit of financial statements 2,984 1,112 G 9}
: Other assurance-related services 1,717 3,441 - -
Mon-recurring ar unusual items: : .
. Impairment - computer hardware and software 14,787 44,631 - -

Restructuring costs 13,627 14,462 - -

o mote: {1) During the yeae PricewotemouseCoopers was appointen auditor replocing Deigitte Touiche Tolwnarsis. The .fee.ffpm'd o guditors nclades the payments to botl: firns dhring e peo.
INCLUDED IN FINANCING COETS I8:

" mterest : 27,964 31,574 S s

BECKIVABLES ~ PARTLY PAID SHARES

;Opening balance - 67,957 - 67.857

© Partly paid shares converted during the year - {(67.957) - (67,957)
| TOTAL RECEIVABLES — PARTLY PAID SHARES - - - -

Recoivables - partty paid shares represent tha net prosent value of the amaunt due to TOWER from partly paid shares issued on demutualisation.
Thie shares were issued at 530% of the issue price of $5.65. Al amounts were due on 1 Gaotober 2007, and paid during the 2002 financial year.
TOWER used the receipts from the final instadment to repay debt. The receipt of the final instatment did not affect. the eguity of TOWER

Limited as the paid up value of the shares was recognised at the date of issue.
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gl TAXATEON

PFrofit before taxation (132,612) (169,454) (222,856) 39,548
Cincome tax at the current rate of 33 cents (43,762 (33,7500 (73.575) 13,050
Taxation effect of permanent differencas: : :
: Life insurance companisg permanent differences 23,331 8,175 - -

Australian non-life insurance companiss tax rate adjustmant 4,175 1,937 - -
o Write-down of subsidiaries - - 71,521 -
Mon-ife insurance companies permanant differencas 32,470 13,869 3,228 (15,526
| TAXATION EXPENSE § 16,284 | (25,519) | 1,174 ! (2,470}

The Group taxation expense includes bath tax on shareholder profits and on returng atisibuted to policyholders, The rates of taxation

applicable 1o signifizant classes of business are as follows:

NEW ZEALAND 33 33
AUSTRALIA

Chrdfirary life insurance business 36 30
Shareholders” funds 30 36
Superannuation business {via establishrment of a Virtual Pooled Superannuation Trust) 15 15
Immediate annuity and current pension business {via segregation as Seqregated Exempt Assets) Nil Nif

| OTHER REGIONS
Pursuant to New Zealard tax law, tax at 33% is applied against the taxabls income of all non-Australian TOWER-cantrollad foraign

endities and foreign branches except for the Solomon Idands {35%).

.

G
ANALYSIS OGF TAKATION - : N B
' Current taxation {3,762) 39,743 1174 (2.470)
CDwferred taxation 19,996 (57,262) - -

16,254 | (25,519) 1,174 (2,470}

! MOVEMENTH IN DEFERRED TAXATION LIABILITY/{ASSET)

| Opening balance (62,025) {4,763) : - -

Market value adjustmants 18,129 {31,622) - -
© Other adjustmants 1,867 (25,640) - -

| CLOSING BALANGE : (42,029) | (62,025) . .
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Far e year ended 340 Seprember 2003

TAKATIEON {CONFRTRD)

TAXATION RECEIVABLE

The increase in the taxation recoivablie between 2002 and 2003 has principally arisen due to the payment of income lax to satisfy
palicyholder income tax requirements and the effect of current year tax losses.

The patential income tax effect of alt outstanding timing differences in respect of the current and prior periods ot recognised is

$5.5 miliion (2002: $5.5 milion}, Any subsequent recognition of this tax asset will be substantially offset by an increase in
nalicyholder Habifitias,

: . /
i o o & S
)}%/iff%ﬁff’)ﬁj A 2 %ffﬁ%ff%f/f%};’) 4

IMFUTATION CREBIT ACCOUNT

Opaning balance 1,566 - 1,554 -

Transfer from Policyholder Credis Account 2,707 3,006 2,707 3,000
Attached to dividends received 5,387 3,812 - 3812
Taxation paid 17,876 15,110 2,162 13,095
© Attached to dividends paid {29y (2,925 o (2,925)
Other including transfers Lo Policyhaider Credit Account {26,500 {15,437 ) (6,423); {15,431
| CLOSING BALANCE : 1,000 : 1,566 . 1,554 °

POLICYHGLDER CREDIT ACCOUNT

Opening balance 17,204 14,967 - -

Previous year’s palicyholder tax [fabitity i1 '.’;,()93); (1{},194)5 - -
Tramsfer 1o imputation Credit Account {2,707y {3,()(}(})5 - -
Transfer from Imputation Credit Accourt 26,507 15,433 - -
| CLOBING BALANCE : 27,911 17,204 - -

Thie Policyhofder Credit Account enables TOWER Life (NZ) to satisfy the income tax fiability on the policyholder income for the year. The
company does this by electing (o tramsfer imputation credits from the lmputation Credit Account to the Policyholder Credit Account subject.

ter a number of tax rules,

Thie palicyhalder tax fiability 1s based on actuarial calcubations which are finahised after year end, The balance in the Policyholder Credit Account
is available to mest any policyholder tax liability,

Recent changes to Ausiralian tax (egislation altow New Zealand companies such as TOWER Limited which have Australian subsidiaries to elect
toy attach Ausiralian franking credits on a pro rata basis to any dividends paid after 1 Ocraber 2003, The credits arise from payment of
Austradian tax by the TOWER Limited Group, These franking cradits may be used by Australian resident shareholders as credits against their
Austrafian tax liability. As at 30 September 2003 the TOWER Limited Group has Australian franking credits totalling A$22,942,608 available,
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bu A{UOUNTS RECEIVARLE
Reinsurance delbstors 39,386 33,146 - -
Premium debtors and trade receivabios 158,179 163,586 - -
| Subsidiaries - - 378,120 174,704 |
C Other receivables 13,400 28,244 o 260
| TOTAL ACCOUNTS RECEIVAELE : 210,965 | 224,976 | 578,120 174,564

INVESTMENT ASSE&‘S

! FIXED INTEREST BECURITIES

Government securities 588,898 348,794 - -
Local authority securitiss 246,414 325,264 - -
Loans an mortgages 3,758 6,662 - -
* Laans on policies 37,409 | 36,537 - -
' Short term deposits 515,714 514,600 . .
Other fised interest securifies 577126 541,613 ¢ - -
Multi currenay unit trusts 302,932 434,087 - -
TOTAL FIXED INTEREST SECURITIES 2,272,251 2,206,957 - -

EQUITY SECURITIEE

Investments in eguities a07,918 746, 290 - -

 Mulii curreney unit trusts R39,427 A2Y,781 - -
TOTAL EGIITY SECURITIES 1,447,345 1,564,071 - -
| PROPERTY : 259,053 | 264,430 . .

CGTHER INVESTMENTS

380,374 634,317 . -

Excess of Directors” valuation over aet tangible assets of subsidiaries

Value of capitalised acquisition costs {refer Note 13) 68,042 6,087 - -
Investment in subsidiaries - - 441,717 658,450
| TOTAL OTHER INVESTMENTS § 448,416 | 700,404 441,717 | 658,450 |

Note: (1) Directors” valuotion g 30 Sepreber 2003 Js dor subsicionies tha! are subsidiores of Bz insuronde cormanies. Reter 10 changes (17 0aoanting palicy.
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mvﬁ:é’ﬂaEN’r ASYETS {(CONTINUEDY

EXCESS% OF DIRECTGRS' VALUATION GVER NET TANGIBLE ASSETS OF SUBSIDIARIES COMPRISES:

GROUTP COMFANY

| NON-LIFE COMPANY SUBSIDIARIES:

L TOWER Australia Limited s 234,295 |

TOWER Trust Limited (New Zealand) - 14,730 - -
TOWER Managed funds Limited . 21,388 - -
TOWER Asset Management Limited - 49819 - -
CTOWER Insurance Limited - 26,615 ¢ - -
TOWER Health & Life Limited o 39,222 . -
TCWER Trust Limited {Australia) - 73,657 - -
LIFE {OMFANY SUBSIDIARIES: .
TOWER Australia Limited 134,304 - - -
| TOWER Managed funds Limited (1,801) L - -
| TOWER Life (NZ) Limited 16,553 - - -
| TOWER Health & Life Limited 76,895 . - -
Bridges Financial Services Group Pty Limited 139,344 162,107 - -
TOWER Medical Insurance Limited 15,083 13,083 - -
1 : 280,374 | 634,317 | . -

i the current financial year TOWER changed its accounting palicy in respect to investments where tha holding compary ceases Lo be a fifs
insurer. The impact was to reclassify Excess of Directors” valuation over net tangible assets for non-life company subsidiaries to goodwill and
intangibles, Goodwill and intangitles are amortised over the expacted usefud iife (refer to change in accounting policies).

On 30 September 2003 TOWER New Zealand Limited the parent comparny of TOWER Managed Funds Limited, TOWER Health & Life Limited,
TOWER Madical Insurarce Limited and TOWER Austrafia Limited was reramed TOWER Life Limited and commenced business as a (ife insurer.
Urider financial Reporting Standard 34 Life Insurance Business TOWER Life Limited is requised to carry investmeants i subssidiaries at market value.
in the Group Staterment of Financial Position the excess is dassified as “Excess of Directors’ valuation over net tangible assets”. This resulted in 2

reclassification of same goodwill and the remaining balance of intangitles back to "Excess of Directors’ valuation over net tangible assets”,

RECOGNCILIATION OF MOVEMENT 1IN EXCESS OF DIRECTORS VALUATION OVER NET TANGIBLE ASSETS OF SUBSIDIARIES COMPRISES:

GROUTP

I

.. ' .
Opening balance 634,317 694,334 - -
: Transfer to intangibles and goodwill {459,129 - - -
C Transfer from intangibles and goodwill 214,415 - - -
fAevaluations of subsidiaries {7,079 (34,138) - -
Other including impact from movemant in foreign exchange {2,150 : {25,879 - -
: : a80. 874 634,817 | . -
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GOODWILL AND INTANGIBLES

| INTANGIBLES
© Opening balance - - - -
Transfer from Excess of Directors” valuation over nat tangible

assels {refer Mote T0) 229,224 - - -

S {urrent year amartisation {59, 4043 - - -
Impact from maovemaent in foreign exchange {3,223) - - -

© Transfer to Excess of Directors’ valuation over net tangible

assets {refer Mote 70) {186,597) - - -
GOUDWILL : : : : :
Chpening balance 3,54 3,606 - -
Transfer from Bxcess of Directors’ valuation over net tangible :
L assets {refer Note 10) 229,605 - - -
Clurrent year amartisation (89,158) 204y - -
DHapasal of TOWER Trust (New Zealand) {14,519 - - -
Impact from movement in foreign exchange {2,740) 139 - -
Transfer to Excess of Directors” valuation over net tangible assets {47, 818) - - -
' 83,211 | 3,541 | . .

Goodwiil ard intangibles are amaortised over the pariod of expected future benefit
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Far fhe year ended 340 Seprember 2003

SUBSIDIARY {:OMFPANIES

TOWER Limited holds its subsidiary companies under a holding company, TOWER Finandal Services Oroup Limited. Principal rading

subsidiary companias al 30 September 2003 are as follows:

Adl subsidiary companies have a balance date of 30 Septemtrer 2003,

NAME OF COMPANY HOLDINGS RATURE OF COMPANY

iNCGRFORATED IN NEW ZEALAND

S TOWER Corporation Holdings Limited 180% 100%, Managemaent servicas

TOWER Managed funds Limited 16H0% W00% Life insurance administration and personal
SLUEErAMMUAtion management,

TLAWWER Life {M2Y Limited 1810 100 Life insurance and superannuation managemant
TOWER Life Lirmited 100% & 100% Life insurance

TOWER Employee Benefits Limited 180% 100% Superannuation management.

TOWER Managed funds investments Limited 180% 100%, Lnit trust managemant

TOWER Asset Managemant Limited (N2} 180% 100% nvestment management services

TOWER Insurance Limitad 100% 100%, Fire and genaral insurance

TOWER Health & Life Limited T00% 100% Term, disability and medical insurance

CTOWER Medical Imsurance Limited 1E1% T00%, Medical insurance
CTOWWER Finance Limited 1EH1% T00% issue of Capital Bonds

saldridge Limited 5% 85% Financial advisary services

. INCORFORATED IN AUSTRALIA

TOWER Australia Limited 180% 100%, Life insurance and superannuation managemant
TLWER Trust Limited {Australial 1810 00 Trustee services

TOWER Asset Managemeant Limited (Aostralia) 140% 100% Ivestmont. management services

Bridges Financial Services {roup Piy Limijed 100% 106% wastor trust and financial planning

On 37 Judy 2003 TOWER Limited dispased of its interast in TOWER Trust Limited {(New Zealand). The disposal gave rise Lo a profit.

of $3.927 million which was reported through the Staterment of Financial Performance,

There were no subsidiary disposals in 2002,

SUMMARY OF EFFECT OF DISPOSAL OF SUBSIDIARY

0

nvestments 17,778 -
Current assets 2,579 -
Oither assets @12 -
Current fabilities {5334) -
 Met assely disposed of 20,728 -
Gain on sale 3,92 -
Cazh recelved 24,649 -
| Cash disposed of (315) -
| NET GASHE IMPACT OF DISPOSAL 24,354 -
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CAPITALISED A&‘GU}SI;rION COSTS

| Opening balance 66,087 69,830 . -

Costs deferred during the period 9,525 6,217 - -
C Current period amortisation {7,570 {9,960) - -

| CLOSING BALANGE : 68,042 66,087 | . .

PROPERTY, PLANT AND EGUIPMENT

| posr

Office equipment and furniture 4,444 43,701 - -
: Motor vehicles 1,185 1,660 - -
Computer hardware and software 135,971 T48,093 - -
' ' 177,610 185,454 | - -
LESS ACCUMHLATED DEFRECIATION : :
Office equipment and furniture 30,530 31,965 - -
Motar vehicles 849 230 - -
Computer hardware and software 99,788 89,477 - -
' 131,167 122,372 o o
| NET BOOK VALUE : 46,443 63,082 | . .
YALUSTION

Properties owned and occupied by TOWER companies 63,614 59,775 - -
TOTAL PROFERTY, PLANT AND EQUIPMENT 110,067 122,857 - -
- Trade payables 145,599 139,583 913 1,032
CHoliday pay 10,605 13,709 S s
Provisions {other thar insurance provisions) 6112 4, B80 - -
Acerued investment purchases 169,315 20,519 - -
© Other payahles 26,974 16,314 - 2
' : 261,005 | 194,975 | 818 | 1,022 |

Ag at 30 September 2003 accrued investment purchases include a contracted forward setfierment for $361 million of Government stock.

The assel s racognised under Goverrment securities within Nota T
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COMPANY

T3 ACCOUNTS PAYARLE (CONTINUEL}

RESTRUCTURING FROVISION

é()pening halanece 3,639 195 - -

- Additions 3,351 ¢ 1,522 - -
Agmount used {3,449y : (7R - -
CLOSING BALANCE 3,541 3,639 - -

This provision primarily refates to the cost of redundandies. These amounts are eapected 16 be setiled within one year,

EXCESS LEASE PRGVISION

;Opening balance 1,241 13 - -

© Additions 1,337 ¢ 1,236 S -
S AMOUTTE used {7y (&) - -
CLOSING BALANCE 2,571 1,241 - -

As a resuit of Group rationalisation certain office sccommadation leased by the Group companies is na longer required. The amaount

recognised as a provision reflects the net present value of the future obligation of the Group in respect of these leases. These amounts

are expected to be settled within six years,

BOBEOWING

{1} SENIOR EANKING BORROWINLG

 Overdraft 6,966 9,964 - -

Hoating rate notes - 215,728 - -
¢ Other borrowing 79,189 | 92,490 - -
: ' 86,155 | 318,202 | - .

Other horrowings as at 30 September 2003 comprise a revolving cash advance facility of NZ$28.5 miflion and 2 A$45.0 million bank

accepted bill facility which matures in August 2006,

Borrowings are secured by quarantess provided by TOWER'S principal haolding compantes.
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HROUP COMPARY

BOREOWING {CONFINULZDY

. {II} CAFITAL EONDS

¢ Capital Bonds

125,000

125,000

O 19 March 2002 TOWER Vinance Limited, & subsidiary of TOWER Limited, issued a prospectus offering 3725 million of unsecured,

subordinated Capital Bonds {the Bonds). The fssue was fuily subscribed. The Bonds are non-cumalative debt secusities of TOWER Finance

Limited, and are convartitde into TOWER Lirnited shares In cartain droumstancas. TOWER Limited provides a subordinated quarantee far

these Bonds,

On the fisst electian date of 75 Cotober 2007 2 bondholder may elect ta:

» retain some or all of the Bomrds at the new interest rate andfor

» requaest the compary to sell some or all of the Bonds at the issue price on the election date using the resale facility established by the

company for that purpase.

T Bonds fad an issue price of $3.00 and interest will be paid quartery in arrears 0 a fined rate of 8.759% until the first election date of

15 Gotober 2007 Interest on the Bonds wiil be paid in priority to dividends paid on TOWER Limited ordinary shares,

Iy cortain circumstances, bondhalders may require that some ar all of their Bonds be corverted into TOWER Limited shares:

»onany election date but only in respect of any Bonds which the Bondholder requested TOWER finance Limited seli but which were not

sald through the rasale facifity at the issue price; or

» i a Takeover {as defined in the Capital Bonds Trust Deed) of TCWER Limited ocours.

TOANMER fimance Limited may also convert ali Bonds om issue into TOWER LUimited shares:

»onany eection date;

» whers the TOWER finance Limited Board resolves that a change in law ar the application or interpretatian of any law risks exposing

TOWER Lirnited to more thars a negligible increase In costs induding for example tax) or impose unaccepiable additional requirements

in respact of the Bands; or

» whers the aggregate issue price of Bonds on ssue s less thar $30 millian,

Funds raised fram the Bond issue were used to repay senfor rarking borrowing.

MATURITY ANALYS1S

© Maturing within 12 manths

D 5.3% 1o 7.8%

D5.3% to 7.8%

378,202

6,966
Maturing 12 to 24 manths : - - - -
© Maturing 24 to 36 months L 6.4% to £.6% 79,189 - -
| Maturing over 36 months ' 889 125,000 8.8 125,008
: 211,155 443,202
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COMPANY

INSURANCE PEOVISIONS

¢ Unearned premiums — fire and general 75,144 69,844 - -

Unearned premiums — health and disability 14,457 8,927 - -
Outstanding claims - fire and general 57,195 63,334 - -
Outstanding claims - life, health and other 79,329 67,959 - -
: ' 222,125 | 210,064 | .

OTHES LIABRILITIES

;h:tumPlaﬂ Dresbenture 16,627 15,953 - -

' Other 12,815 9,653 - -
' ' 29,442 | 25,606 | - -

TOWER Life (NZ) has issued a debenture to the TOWER FuturePlan. The debenture is maintained as 2 separate fund within TOWER Life (NZ).

Interest on the deberture is directly linked to the investment sarmings of this fund.

SHAREHOLDERS EQUITY

EQUITY SHARE CAPITAL — ORDINARY SHARES

L Opening balance 835,972 823,327 | 835,972 | 823,327

Shares issued during the year 199,968 12,645 199,958 12,645
Sale of fights issued on holdings in TOWER Limited shares 2,722 - - -
C Reclassification of holdings in TOWER Limited shares (54,7543 - - -

| CLOSING BALANCE : 983,908 | 855,972 | 1,085,940 | 835,972

. REPRESENTED BY!

_ Humber o r hoses on tisue Rumbes o . h pees on tiiue

FULLY FAID SHARES

- Opening balance | 175,636,060 1 151,763,858 | 175,636,080 | 151,763,458

| New issuas 234,183,612 2,777,876 234,183,612 | 2,777,876 |
Partly paid shares fully paid during year - 27.054M6 - 27054916
Shiaras cancellad o TOWER Safe Trust wind up (refer Note 33) - 5,960,570 - {5,960,570

Reclassification of holdings in TOWER Limited shares (9,767,953 - - -

| 400,051,740 | 175,636,080 & 409,819,692 | 175,636,080

i Judy arrd August 2003 TCAWER Limited raised a net 3200 million through a fdghts fssue of 2342 million shares. The rights issue was a
renounceable, tradeatile issue of four new shares for every thrae shares beld, at an issue price of $6.90 each. The rights issue was fully

underwritten by Guinness Peat Group plo (GPG).

Al shares rank sgualiy with one vote attached 10 each shara.
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I T TS T T EY YT

| PARTLY PAID SHAREE

| Opening balance - 27,054,916 - 27,054,976

© Partly paid shares Fulby paid during year - {27,054,216) - (2?,054,916);

Pastly paid shares were issued 50% paid up at the date of demutuaiisation, with the balance payable on 1 Gotober 2000 . Refer Note 7 for

further discussiorn,

. RESERVES

Foreigrn currency transiation reserve {48,386) {42,377) - -

| RETAINED EARNINGS

| Qpening balance (27,034) | 92,846 | 24379 27,292

| Net {deficity/surplus after taxation (148,857) (74,251) | (224,130) 42,016
Chstribution from TOWER Safe Trust (refer Note 333 - 5,054 - 50354
Chstribution to shareholders {refer Mote 27) - {49,983 - (49,953
| CLOSING BALANCE : (175,881) (27,0834) : (199,751} 24,379

| MINORITY INTERESTS

Opening halance 26 - - -
touity contributed - 15 - -
Share of surpluses in subsidiaries 11 16 - -
DHstributions to minority interests - )] - -
| CLOSING BALANCE : 37 . 26 . .

(o7
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FINANCIAL INSTRUMENTS

MATURITY ANAL i OF MONETARY ASSETH AND LIABILITIES

| Government securities  602% . 34865 4B640 | 73,164 . 432,220 SBEE96
' Local authority o 592% . 2,445 0 32,941 104914 | 106114 | 246,414
" Loans on mortgages 4.000% ° 1,591 564 605 998 | 5758
D Loans on policies 1000% | 24690 3,661 3,867 4,997 37,409 |
| Short term deposits  sz4% | ST148S 0 2,751 0 1,146 132 0 515714
| Other fixed interest securities L 5839% 0 55488 1 146,717 | 252,728 1 122,192 1 577,126
L Multi currency unit trusts 4.00% © 145,506 8,844 © 31,838 116,743 © 362,932
| TOTAL ASSETS : © V6,070 | 244,318 | 468,258 . 783,605 | 2,272,251 |
© Capital Bonds 8.75% s S S ozsp00 0 125000
| Other borrowing 530610 78% 6,966 | S 79,189 S 86185

| TOTAL LIABILITIES : : 6,866 . %8,188 | 125000 | 211,155 |

C Gavernment securities 6.50% 2,132 BSE7D | 69,607 | 190,585 | 348,194
- Local authority  651% 703 | 29,680 165927 | 128,954 | 325,264 -
" Loans on mortgages 491% 2417 1,547 306 2,392 | 6,662
C Laans on policies L1000% | 23,719 0 3,867 | 3878 . 5073 0 36537
Stiort tarm deposits 5.2704 310,863 741 1,234 1,762 514,660
C Other fixed nterest securities 5500 114,385 0 63,399 0 241,460 0 102,369 | 541,613
L Multi currency unit trusts 3.76% © TR3,182 10465 0 133,428 © 107072 © 434,087
| TOTAL ASSETS : . B3Y7,401 | 25,568 | 615,840 . 538,147 | 2,206,957
| Capital notes 8% . . - 125,000 ¢ 125,000
| Other borrowing C53%wTE% 318,202 S S L3202
| TOTAL LIABILITIES : . 318,202 . -1 125,000 | 448,202

Alf athrer interest insensitive monetary assets and liabilities are due or payatde in 0 - 12 manths.

FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value of the Capital Bonds as at. 30 September 2003 was $319.7 midlion (2002: $123.9 miliion}.

Alf athrer finandcial assets and labifities are recorded at values which approximate fair value,

FAIR VALUE OF DERIVATIVE FINANCIAL INSTEUMENTS AND GOMMITMENTS

Diselosed below are the estimated fair values of TOMER Limited's desivative financial instruments at the respective balance dates. Carrying
vilues are equivalent to fair value and are caloufated using estimated discourted cash flows at current rates. The carrying values calcutated

depend on the terms and risk charactenistics of the various instruments.
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FINANCIAL INSTRUMENTS {CONTINURD}

. o o
Fareign exchange hadging an shares B30 1,286 356 171,478
Cnterest rate SWapS - - - 453,066 ¢

Néf
))f})f//iff%

5
i
e o zféyéw« /ééfzéf‘é?
FOREIGN CURRENCY DENGMINATED ANSET AND LIABILITIES : : : :
¢ Assets and llabiiities nat hedged
AS AT 30 SEPTEMEER 2003 : : ;
C Exposure 1o Australian dotars L 3,465,416 | 2,814,571 650,845 |

| Exposure 1o other currencies 75,024 63,718 11,314 ¢

A% AT 30 SEFTEMBER 2002 : : : :
L Exposure 10 Australian dollars DO3R71215 L 3308861 564,354 |
| Exposure 1o other currencies 66,680 60,123 ¢ 6,357 ¢

CONCENTRATION OF CREDIT RISH

Concentrations of cradit risk arise where TOWER is exposed to the risk that a party may fail to discharge an obligation. The only significant:

congentrations of credit risk are cutlined balow.

Australian gavernment. 244 047 T8G, 792 - -
" hew Zealand gavernmant 344 857 156,431 - o
¢ Subsidiaries : - - 378,120 174,104

Additionally, TOMER has normal clearing house exposures assoclated with deafings through recognised exchanges and finandal intermediaries,
MANAGEMENT POLICIES

fnterest Aisk

TOWER manages interest risk arising from external borrowings in accordance with the Board approved treasury policy. This policy allows for
the use of interest Tate swaps, As at 30 September 2003 there wers no interast rate swaps in place,

Credie Risk

Al activities which resuit in credit axposure for TOWER are subject to credit risk guidelines, These guidelines have been prepared on the basis
of prudent. international asset managernent practice. Reqular reviews are conducted to ensure adherence to these policies,

Market Risk

TOANER's Board sets fimits for the management of market risk based on prudent international asset management practice. Recgular reviews are

conducted (o ensure that these limits are adnered to,
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COMPANY

OFPERATING LEASES

Renit paid under non-cancellable aperating leases during the year 14,136 14,977 - -

© Rent payable under non-cancellsble operating leases to the end
s of the lease terms are:

S e Not later than one year 1,764 13,116 - -

Cw o Later than one year and not later than two years 4,367 7,665 - -
*  Later than fwo years and not fater than five years 11,683 2,160 - -
»  Later than five yaars 2,273 2,721 - -

30,481 | 32,662 | - -

EECONCILIATION OF NET (DEFICITWSURFLUS WITH NET CASH FLOW FROM OPERATING ACTIVITIHS

| NET (DEFICITY/SURPLUS L (148,857) (74,951 (224,180) 42,016 |
ADD/{LESS} NON CASH ITEMS : : : : :

;Depre(:iation 17,463 22,280 ¢ - -

Write-off capitalised expenditure 14,781 44,631 - -
Amortisation of Goodwii] and intangibles 148,562 204 - -
Movernent in capitalised acguisition costs {1,955) 3,743 - -
C Change in policyhalder fiabilities (163158 (267,630) . -
Unrealised {gain)/loss on fixed interest ALE7S 28,631 - -
Unrealised {gain)/loss on shares {95,517 235,134 - -
Unrealised {gain)/loss on property {1,218) {1,449 - -
Unrealised {gain)/loss on otfer 14,1413 11,605 5,400 -
Unrealised {gain)/loss on subsidiaries - - 216,733 -
mcrease/(decrease) in deferred taxation 10,994 {57,260 - -
: (134,889) {55,062) {1,297y 42,016

. ADD/A{LESS} MOVEMENTS IN WORKING CAPITAL RELATING
| TG OPERATING ACTIVITIES

{Increased/decrease in accounts receivable 4,167 7,975 {7,751) (38,003);

ncrease/(docrease) in accounts payable 33,022 13,544 {119 247
© (ncreasedidecrease in taxation (27,587 : (68,607 4,481 16,058
9,602 (46,092) | (3,389) | (20,998)
NET CASH {OUTFLOWS) INFLOWS FROM OPERATING ACTIVITIES £125,287) {95,154) £5,386) 21,018

CONTINGENT LIABILITIES

Cuarantaes have been given in respect of the Capital Guarantesd Fund of the TOWER FuturePlan and the capital of the TOWER Mortgage
income Trust. Additiomally, TOWER quarantees certain funds managed by TOWER Australia and TCRVER Life {NZ), as referred to in Note 29

Cuaranteed Returns on Furds Invested — Life Insurance Comparnies.

Trie compary has quaranteed the revolving cash advancs faciiity and the bank accepted bill facility held within subsidiary holding companies
frofer MNate 167,
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GAPITAL COMMITMENTS

Commitrments for capital expanditure nat otherwise provided for in the Financial Statements:

i

1,084 2,163 s

The majarity of TOWER'S redated party transactions result salely from normal dealings of entities in their capacity as a financal services provider,
trustes or assed mManager and are therefore not recorded i this Note. Shares and other fimancial securities bave been traded between TOWER,
its subsiciaries, unit trusts and superanpuation furds where TOWER or its subsidiaries have an interest. Trade amaounts owing batwaeery related
parties are payable under normad commercial terms,

SUESIDIARIES AND ASSOCIATES

[uging the year thare have been transactions betweer TOWER Limitad, its subsidiaries and associates which have beery conducted on a

commercial basis. The fransactions from the Parent’s perspective comprise:

COMPARY

Operating costs 3028 4,367
| hvidend revenue - 40,000 ¢

For balarces outstanding at year end refer 10 Note 9,

EMPLOYEE INCENTIVE EUHEMES
TOWER Limited fas thres Employes Incentive Schemes as approved by shareholders on demutualisation, These Schemes allow TOWER to issue

shares and grant oplions for shares to employess, up 1o 4 maximum of 7.5% of TOWER Limited's capital,

GROUP STAFF SHARE PURCHASE SCHEME

O demutualisation, all empfayees with: ab least six months service wers given the opportunity to subscrite for a parcel of shares at 80% of the
issue price {$5.65). No employes was offerad more than 32,340 worthy of shares, Employees under this Scherms were entitled (o a throe year
interest frea oan {repayable over the term of the loany from TOWER Limited in respect. of those shares, During the term of the (oan, employees

are entitled to participate in dividends, borus fssues and fights issues. The shares issued are held by a Trustee on behaif of the employees,
Total shares held by the Trustee at 30 September 2003 are 10,340 (30 September 2002: 263,670)

Al loans have beens Tully paid up.

T
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For the year ended 20 September 2003

TRANSACTIONS WITE RELATED PARTIES (CONTINUER)

GROUP EXECUTIVE SHARE FURCHASE SCHEME

Under this Scheme, key employees were given the opportunity to subscritie {or shares. The price of the shares was the market valoe of the
shares {$5.65 at listing date). The maximum number of shares offered to employess could not excesd in value the employee’s anpual fixed
remureration divided by tha market value of the shares, Emplayess under this Scheme were obliged o take an sight year interest froe loan
fram TOWER Limnited, with dividends received being applied o the repayment of the loan. Emplayess are entitted to have the shares transferrad
tey tham by the Trustes after three years if they have repaid the loars The shares issued are heid by a Trustee on behall of the employees.

Total shares befd by the Trustes at 30 September 2003 are 1,756,845 (30 September 2002: 2,008,936}

SENIOR EXECUTIVE SHARE OPTION ECHEME

Under this Scheme, principal officers and semior executives were offered options fo subseribe for shares, There is no limit on the amount of
optians which can be offered to any one emplayen. The options can not be exercised until at (east three years after they have bearr granted
and until cortain performance criteria have bean met. The options must be exercised within nine years of when the options are granted,

otherwise the options will lapse.

Total options held by employess at 30 September 2003 are 4,662,792 (30 Septombar 2002 7,465,1271).

LOANE TO INRECTORS

Mr Taylor was granted loans under the Group Executive Share Purchase Scheme.
Total shares beld by Mr Taylor at 30 September 2003 under the Scheme are 67,946 (30 Septomber 2002: 67,946},

Total optians held by Mr Taylor at 30 September 2003 are 487,320 (30 Septermber 2002: 487,390).

TRANSACTIONS WITH DIRECTORS
Directors hold various pofices and accounts with TOWER Group companies. These are operated in the normal course of business on normal

CUSTOIMLr benms.

GYUINNESS PEAT GROUP PLC

Ciuinness Peat Group pic (GRO) witich is the largest holder of TOWER Limited shares and has two elected Directors on the TCWER Limited Board
provided a full urderwrite of the righits issue ir Joly 2003, The fees paid to GPG were based or market rates and totalled 36,3 milion, The fees
comprised an underwriting fee of 2.5% of the total number of rights being ssued, muktiplied by the issue price of $0.90 as well as a management

fap of 0.5% of the total subscription monays payable in respect of sl new shares,

TOWER also paid GPG a break fee of $0.5 million on the cancelkation of their underwriting agreemant which the Board chaose not to proceed with.
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. /,/ﬁ}’j%} “““““““““ . e S ,) g/{%}?

| Operating marging including revaluation

¢ of life insurance subsidiaries L (36,509) 0 13,476 2,249 4225 1 (122,377)) (138,936).

Investment return on shareholder capital 8,267 2,940 259 H05 {8,332) 16,739
| Financing cosis - L SLnesm (20,660
| NET {DEFICIT)/SURFLUS AFTER TAXATION L (28,242) 23,416 | 2,508 4,830 | (151,368)  (148,857)
| Total revermue L 479,436 L 259,964 1 16,729 65112 1 16891 | 838,132
Total assets 4,327,794 0 357,633 L €245 0 33400 0 277,310 0 5004382
| Assets under managerment CI0670,186 357,633 © 1,911,813 | 7,563,035 277310 . 20,779,977

| Operating marging including revaluation

© of life insurance subsidiaries L (65,364) 9,044 3,750 5996 1 (23,622)  (70,196).

Investment return on shareholder capital 8,984 7,461 349 §29 919 17,942
| Financing costs SDpreen) (22,697)
| NET (2EFICIT)SURFLUS AFTER TAXATION (56,380) 16,165 4,089 8,625 | (45,400) {74,951}
S Total revenue 271,190 2363200 19,267 73,752 (19.682)0 580,647
 Total assets 4194172 356,031 7,960 58736 6366120 5,253,511 |
© Assets under MATTAGT L 9,939,300 356,031 1,765,823 7,977,558 a36,612 20,675,327

Mo (1) Orhier Incliedes parent company ossets, heod office expenses, troncing costs, and eliminatisns.

EOGRAPRICAL

e . e b

R : : :
| New Zealand Doosrno (218130 39909 0 1,463,942 1 5,873,000
© Australia L 440,265 | (15346001 (191,843)1 3,465,416 | 14,831,953 |
COther : 25,657 - 3,077 75,024 75,024

" roTaL | 838,182 | (155,641) (148,857} 5,004,388 20,779,977 |

| New Zealand D276,692 5,669 | 1,348,060 | 6,302,714

| Australia L 275,965 (82,2100 3,838,771 | 14,305,927 |
COther : 27,990 - 1,590 66,680 ¢ 66,680
| ToTaL . 580,847 (34,342)5 {74,851} 5,258,511 @ 20,675,821

Interest. on inter-comparsy loans are charged at market rates. There are no other significant inter-segment revenues,
Amartisation redates to the amortisation of in-force business and goodwiil,

Rewvaluations relate to the change in the net market value of subisidiaries of the life insurance companies,
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For the year ended 30 Seprember 2003

DISTRIBUTIONS TO SHARKHOLDERS

No dividends were paid during the year ended 30 September 2003,

The following dividerdds wers paid during the year ended 30 September 2002,

lanuary 2002 : T4 cents 25,31
Cuiy 2002 T4 cents 24,672 ¢
' : ' 49,983

DISCLOSTRES ON ARSET RES'Z;RICTIONS, MANSGED AHSETS AND 'z‘kUBTEE ACTIVI'Z“I‘ES

RESTRICTIONS ON ANSETS
Investments and other assets heid in each of tha life Insurance cormpanies can only be used to meet the Habilities and experses of that
COMPBany, (O acquire investments to further the business of the comgany or as distributions to shareholders. Distributions may be made to

sharebolders only when solvency requirements are met and sufficient equity remains for the ongaing operation of the tusiness,

MANAGED ASSETS
TOWER conducts investrment and other fiduciary activities that result in the holding or placing of assets on behalf of individuals, managed
funds, trusts, retirement. beredit pfans and other institutions, These assels are not the properly of TOWER and accordingly are not induded in

these financial staterments.

The vahue of assets subject 1o funds management and otfer fidudary sctivities ware as foflows:

Superannuation funds 3,183,366 2930082
Unit trust and group investmant funds 1,096,450 1,242,107
Trustee administored funds 3,823,760 4,117,071
Managed Investrment. funds 7,752,019 7.032,556
15,775,595 154218190
Assets on Statement of Financial Pasition 5,004,382 5,253,511
TOTAL ASSETS UNDER MANAGEMENT 20,979,9%7 20,675,321

Arrangements are in place (o ensure that the assel managament activities of these funds continue to be managed separately from TOWER'S

financial services and life insurance operations.

TRUSTEE ACTIVITIES
TOWER subsidiaries act as trustees in relation to superannauation policies issued or managed by both TOWER Group Companies and otfwer

COMpantes. Arrangements are in place o ensure that the activities of the trustes companies are managed separately,
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For the year ended 30 September FGG3

GUARANTEED RETURNS ON FUNDS INVESTED — LIFE INSUBANCE COMPANIES

TOWER ar its subsidiaries guarantees capital contributed by policyhalders together with any dedared dividends for the {ollowing funds.

Al balance date the net assets of these furds were:

| TOWER LIFE {NZ)

Capital Preservation Furd 74,157 H6, 592
| Capital Protected Plan 16,592 24,428 |
Fersonal Retirerment Fund 239 29
CVITAL 3,911 4,378
| ToTaL : 54,809 115,527

. TOWER AUSTRALIA

' Statutory Fund T 178,413 177,801
' Statutory fund 2 4,040 5,498
| Statutory Fund 3 179,814 167,135
| ToTaL : 362,667 | 350,434 |

gfiyf'z P
S

INVESTMENT LINKED AND NBanNvEBTmmé LINEED BUSINESS {F LIFE INSURANCE COMPANIES

S investment assets D 1,822,486 2,034,278 | 1,922,857 [ 1,926,343

C Other assets 117,033 | 194,384 171,364 245,386
" patieyholder liabilities O (1,886,902) 1 (1,465,634) 1 (1,973,100) . (1,545.316)
S Other liabilities 4127) (251,656) (16,359) (241,202}
| NET ASSETS : 68,485 513,364 | 110,762 385,211 |
| RETAINED EARNINGS : 4,222 167,015 34,793 162,110 °
| Net premium income 14,410 283,068 24,520 296,514
éirwesiment income 110,079 76,757 | 72,112y : (2,150)
C Claims expense . (200,261) (8,239) (190,157
L Other operating expenses 61,913 (190,574 (59.328) 1 (252,087)
63,476 | {31,010) (115,159} {153,880}
| Change in policyholder liabifities (63,408) 37,272 108,554 ° 85,639
GPERATING SURPLUS/{DEFICIT) BEFORE TAXATION 68 6,262 {6,605} (68,241)5
| Taxation expense/(credit) 9,892 13,159 (4,348) (19,052)

| GPERATING SURPLUS/{DEFICIT) AFTER TAXATION {9.824) (6,807) (2,257} {49,189}
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COMPANY

GENERAL INSURANCE TUSINESS

(A} ANALYSIS OF GENERAL INSURANCE OPERATING RESULT

Premium revenug 226,555 209,604 - -
Oupward reinsurande sxpense {13,185y {12,088) - -
NET PREMIUM INCOME 213,890 . 187,516 - -
Claims expense 134,267 129,792 - -
Reinsurance recoveries {3,039 {5,386) - -
NET CLAIME INCURRED 131,228 124,406 - -
© Acquisition costs 43,627 19,165 - -
Other underwriting expenses 33,332 29,298 - -
UNDERWHITING RESULT 7,195 4, 647 - -
investment. income from general insurande businass: :
investment revenue 18,335 12,320 - -
IVESTTENT expenses {402 {5643 - -
INVESTMENT INCOME 17,933 11,756 - -
OPERATING SURFLUS EEFORE INCOME TAX 25,128 16,403 : - -
{B) ANALYSIS OF EXPENSE CLAIMS
Giross claims incurred were in respect of events accurring during:
Current financial year 135,500 ¢ 129,693 - -
Previous financial years {1,239 1,161 - -
| TOTAL GROSS CLAIMS : 134,261 150,854 . .
Claims incurred net of reinsurance recaveries were in Tespect.
. of events accurring during: :
Current financial year 132,16 122,275 - -
Previous financial years {993 213 - -
TOTAL NET CLAINMS 131,228 : 124,406 - -
{C) OUTHTANDING CLAIMS
Giross outstanding claims provision incuding prudential marging
: arrd claims setiterment costs 90,194 73,083 - -
Discount to present valug 3,970 4,508 - -
TOTAL OUTSTANDING CLAIMS 86,226 68,575 - -
Reinsurance recoveries on outstanding claims 22,132 24,415 - -
Discount to present valus 3,644 4,213 - -
18,492 20,202 . .
Outstanding <laims ret of reinsurance recovarias: :
| Current 55,979 52,994 - -
C Non-current 11,755 15,378 - -
: 67,734 48,872 - -




NOTES TO THE FINANCIAL STATEMENTS

For the year ended 18 September 2003

GENERAL INSURANCE BUSINESS (CONTINTEDY

(D) ASSUMPTIONS ADOPTED IN CALCULATION OF GENERAL INGURANCE PROVISIONS

The long taii claims provisions have been assessed having regard Lo extermal actoarial assessments. The actuary used was:

Mo Zealand and the Pacific 1slands — P Davies, B.Bus Sc, FiA, FNZSA, AlA, AlAA

The: external actuarial assessments are in accordance with tha standards of the Societies of Actuaries in New Zealand and Australia. The actuary
was satisfied as to the nature, sufficiency and acouracy of the data wed to determine the outstanding caims Babilities. The key assumplions

wseed wares

2003 | 2002
Inflation rates varied {rom T.5% to 15.5% 1.5% to 8.0% :
Discount rates varied from 4.0% Lo 19.0% 2.5% to 5.5%

¢ The weighted average expected term to settlement. of outstanding claims {rom balance date s estimated to be:

© Short tail claims : within 1 year within T year
Lang tatl claims in the Pacific 1slands 2.3 to 3.0 years 2.7 to 3.7 years
- Al Australian fong tail claims are fuily reinsured :

S nwards reinsurance in excess 6f TO years in excess of 10 years

(E) iNSURER FINANCIAL STRENGTH RATING

TOANER insurarice Limited has an insurer financial strength rating of "BEB+” {Qood) issued by Standard & Poors (Austrafia) Pty Limited.

TOAVER Medical Insurance Limited has not obtained a credit rating.

{F} REINSURANCE PROGRAMME
Reinsurance programmes are structured to adequately protect the general insurance companies’ solvency and capital positions, They cover per
risk and event [osses in each country, including a major Wellington earthguake, assessed as the worst possibie scenaria. Large global companies

andd major Lioyds syrdicates account for the majority of the programme and are afl of high quafity. Reinsurers’ security is reguiarly reviesad,
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HARRINGS PER SHARE

" tarnings per share has been calcuiated as {ollows:

NET DEFICIT AFTER TAXATION {148,857} (74,951);
Weighted average fuily paid equivalant shares C209,640,824 178,563,802
Mumber of shares held on behalf of policyhalders® {9,767,852) -
Net weighied average shares held on jssue 199K 2 K72 178,563,802
| EARNINGS PER SHARE (CENTS PER SHARE} (74.48) | (‘11-57)5

The TOWER Safe Trust was established on demutualisation of TOWER Corporation to hold shares on behalf of unconfirmed participants, that is
podicyholders that TOWER could not locate. On 5 July 2002 the trustes of the TURVER Safe Trust resofved to wind up the trust and distribute
the proceads to TOWER Limited. TOWER Limited has cancelied the remaining shares held by the Trust and recognised surplus furds of

$5,054,000 as an adjustent through relained eamings.

Wote: (T) During the 2002 financial yoor TOWER reciossified TOWER shares held by subsicliory comparies fo meer policyholdees tohifiies o5 freasary stack.






