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The net profit after tax of $54.6 million for the year ended
30 Septemnber 2004 represents a $203.5 million improvement
on the loss in 2002-03. That is a worthwhile outcome to
the latest year even though we acknowledge TOWER must
lft its performance further yet. It is, perhaps, most pleasing
to note that the turnaround directly reflects the success of
strategies that we embarked on in Australia and New Zealand
20 months ago.

In the period since, TOWER has reviewed and simplified its
product ranges, concentrated on delivering excellent service
to customers, and restructured its activities for greater effidency
and more effective expense control. The pace and manner
of progress now achieved are a tribute to the knowledge, skill
and dedication of TOWER managers and staff on both sides
of the Tasman.

During 2003-04, the implementation of our strategies resufted
in sales growth, gains in the retention of existing business and
reduced operating costs. in many areas of the Group, the
improvement of operating and finandal performance gained
momentum in the second haif of the year — and this is an
excellent sign for future periods.

Over the past 20 months, the Board and management have
put an emphasis on simplifying TOWER in every respect. This
has meant shedding unnecessarily complex governance and
operating structures, and making products easier for clients
and intermediaries to understand and to access. We have
placed emphasis on those lines of business that are profitable
and redesigned or exited the rest. Throughout the Group, we
have set out to simplify what we do and what we offer, and
also how we report to dients and to Shareholders.

The Board strongly believes that simplification will lead to
better performance by enabling all of us to do more of what
TOWER does best — the specialist provision of risk insurance

and related investment products. This is the context in which
we are proposing to separate Australian Wealth Management
Limited (AWM) from the rest of TOWER under the spin-off
plan recently outlined for Shareholders.

Subject to your approval and to regulatory consents, AWM will
become a listed public company outside TOWER ownership by
the end of February 2005. | encourage Shareholders to study
the Scheme Book (which contains an Australian Prospectus and
a New Zealand Investment Statement) and recognise the merits
of the spin-off.

The fact is that AWM, with its advice-based investment

and administration services, is significantly different from
the other TOWER businesses. We have found little synergy
with TOWER Australia and, at a Group level, it makes
increasingly little sense to have different businesses compete
for capital resources.

The spin-off will also enable the value of AWM to be more
fully recognised in capital markets. We do not believe Bridges
Financial Services and TOWER Trust Australia, the businesses
within AWM, have been properly reflected in the market
capitalisation of TOWER over recent years despite their
improving fundamentals — and indeed, this has been another
unfortunate outcome of the Group's complexity. Investors
will, in future, more easily examine and see the value of both
AWM and TOWER,

This year, we have seen a substantial lift in the appraised values
assigned to TOWER businesses. These independent appraisals
- an annual statutory requirement in the iife industry - reflect
changes in the value of our businesses due to changes in their
financial performance, asset quality and other fundamentals.
During 2003-04, TOWER Australia achieved a particulardy
impressive turnaround in results and with this there has
been a $73.0 million gain in the company's appraised value

between September 2003 and September 2004. In the life
businesses of TOWER New Zealand, the appraised value gain
has beent $20 million.

The Board has taken a conservative view on the extent to
which valuation gains should be reflected in the latest year’s
financial result. Indeed, TOWER's net profit atter tax of $54.6
million includes only $13.4 million for net revaluations in the
carrying value of our businesses on both sides of the Tasman.
This is a portion only of the upliftin appraised values — and
substantially fess than the carrying value write-downs prudently
undertaken during the previous two years.

The Board's approach to this issue reflects our contention that
there is much more progress to be made in TOWER. Operating
and financial performances have improved but not yet to our
full satisfaction. Consistent with this view, we have decided
that it would be premature to resume dividends at this stage.
{ assure Shareholders that the dividend guestion will be kept
under review in the context of the half and full year financial
results during 2004-05.

The Board is very clear and unified over the course that TOWER
must continue to follow through the spin-off of AWM and
beyond. The Group is very fortunate to have talented and
dedicated senior management who, with the support and
hard work of staff in both New Zealand and Australia, are
demonstrating the success of current strategies. On this basis,
we are confident of continued gains in performance and of
the longer-term future for TOWER.

Olat 8 G'Duill
Chairman

TOWER Limited




but that hard work by managers and staff throughout the Group is now delivering results.
Net profit after tax of $54.6 mitlion for 2003-04 indicates progress to date and creates solid
confidence about TOWER's performance into the future.

Cur broad strategy for getting in shape is straight-forward. We have put far more focus
on those market segments in New Zealand and Australia where TOWER businesses have
established relationships and service capabilities — and we have strengthened those
refationships and capabilities.

We have rigorously reviewed our risk and investment products in each market. We are exiting
products that are non-core of unprofitable. Business processes and structures have been
simplified and consolidated to support our strategy, to bring down operating expenses and
to raise consistency of service.

The strateqy drove operating results up in most businesses during 2003-04 and led to the
major turnaround in profitability for the Group and will bring further benefits in coming
financial years.

Results

Results for the latest year reflect five key achievements within TOWER. First, there was a
substantial tirnaround in the performance of TOWER Australia, with this business delivering
a $23.2 million net profit after tax for 2003-04. {ts operating earnings were up 156% from
the previous year with growth in sales, improved retention of in-force premium income and
reduction in expernises. The result also reflected significant growth in investment returns
attributable to this business.

Second, the TOWER New Zealand Insurance businesses achieved strong growth in sates and
earnings on life and health risk products. The growth reflected success with strategy
implementation in these important markets. The general insurance business in New Zealand
delivered a reasonable profit despite high claims after successive storms and floods during
2004. 1t was a year that really showed the strength of TOWER's reinsurance strategy, without
which the impact on earnings would have been far greater.

Third, Australian Wealth Management moved ahead strongly with both Bridges Finandial
Services and TOWER Trust Australia achieving growth in sales, funds under management and
profit. These businesses have been restructured and refocused, and their future looks positive,

Fourth, TOWER further strengthened its balance sheet and achieved a major reduction in
financing costs for the year through a programme of debt restructuring. This included a
successfui $75 mitlion Capital Notes issue in july 2004 with proceeds used for early repayment
of all the Group's senior debt. Financing costs for 2003-04 were reduced 52% to 39.9 million,

Finally, the Group secured excellent investment returns for the year after astute funds
management in equity, debt and property markets. In New Zealand, our strength was
recognised when FundSource declared TOWER Asset Management to be FundSource Fund
Marager of the Year. Group net profit for 2003-04 included an after-tax gain of $23.2 million
from investment activities, up 117% from the previous year.

Overafl, TOWER achieved solid growth in operating earnings in 2003-04, continuing a growth
trend now evident aver four half yearly periods. Underlying earnings in the Group (before the
addition of investment market returns) were $44.3 million for the year ended 30 September
2004. This represents sustained improvement from comparable earnings of $16.9 million and
a loss of $3.6 million in the corresponding periods of 2003 and 2002 respectively.

Carrying Values

As the Chairman notes, improved profitability in 2003-04 and positive prospects for the future
have lifted appraisat values on TOWER businesses. At 30 September 2004, the total appraisal
value on companies in the Group was $1,230 million, an increase of 3121 million from

12 months earlier, excluding the impact of foreign exchange rate movements,

Each vear, appraisal values must be reflected in appropriate adjustment to the carrying
values of TOWER subsidiary companies. For 2003-04, we took a net revaluation gain of $13.4
million into the Group result - a small gain relative to the increase in appraisal value and a
partial reversal of the reduction in carrying values incurred in the last two years.

Strategy

Results for 2003-04 are pleasing but, of course, TOWER has yet to make a full profit recovery
on a comparison with the years before 2001-02. We have definitely turned the comer in
remediation of past problems, but hard work is still required for TOWER to deliver on the
earnings potential immediately before us.

Our strategy for 2004-05 and beyond is to continue enhancing the value and profitabitity of
TOWER product offerings, and to broaden and strengthen distribution channels to market.
Iy this way, we aim to sustain growth in sales and in-force premiums, and to achieve further
improvement in business retention rates. At the same time, we will maintain expense reduction
gains made over the past two years and implement further cost-efficiencies. We are looking
for continuation of the current positive trends throughout our businesses.

TOWER is a strong brand and we can leverage greater value from this through improved
operational linkages between Group businesses. In New Zealand, we have brought the
Insurance and Investments businesses together under one divisional management team.

This continues the simplification in structures and business processes that drove our move to
four operating divisions in 2003. A "one TOWER" approach in New Zealand should consolidate
all our activities here under one strong identity and make us easier to do business with.

With this change in structure, we have created the new role of Chief Executive TOWER

New Zealand. This role has leadership responsibilities for all Insurance and Investment businesses
in New Zealand. Paul Hunt and Paul Bevin, the Chief Executives of the former Insurance and
investment business divisions, respectively, have decided to leave TOWER at this time. Both
have been successful leaders of TOWER businesses over the long term, and | take this opportunity
to acknowledge their substantial contribution to the Group.

As the Chairman has said, TOWER is a specialist provider of life and health insurance and
refated investment products. In recent months, we have refined our strategy around this
market position, with the proposed spin-off of AWM an obvious outcome of that refinement.
The processes of restructuring and refocusing within Bridges and TOWER Trust over the past
18 months have effectively prepared these businesses to become the core of a stand-alone
listed entity. The detail of the spin-off is set out in separate documentation (the Scheme Book)
for Shareholders which is intended to be sent in early January.

From now on, TOWER will concentrate more of its energy and resources on developing and

growing its core businesses in risk insurance and refated investment products. Capital of $130
milion freed by the AWM spin-off will make a significant contribution in this regard.



Outlook

We plan for further growth in earnings in 2004-05, building on the progress
made i the past year. With the AWM spin-off, TOWER will have two operating
divisions, each of which has a clear direction. TOWER Australia will pursue
further sales growth, in part by expanding and strengthening its channels to
market. Operational excellence will continue

to have top priofity, with a focus on requlatory compliance and on higher
retention of existing business.

TOWER New Zealand will seek cost reductions through the further integration
of business functions across one division. The Insurance businesses will pursue
growth in profitable product fines, and we expect to leverage more value

from TOWER Asset Management through retait investment product offerings.

We expect the hard work done on TOWER's recovery to date will continue to
deliver results this year. Moregver, the Group is now well positioned to take
the next steps for its development and growth. These may include new
strategic partnerships and carefully selected business acquisitions. We recognise
a critical need for TOWER to raise return on capital, and we are confident this
can be done through continuation of current programmes and tightly focused
new initiatives.

Keith B Taylor
Group Managing Director
TOWER Limited

William Glesbers was appointed
Group Chief Financial Officer
in April 2003. He brings

an extensive background

of corporate and public
comprany financial
management and expertise
to this role, also being widely
experienced in business
integration, technology
development and implementation, and internal control and risk analysis.

William Giesbers CA, ACIS, ANZIM
Group Chief Financiat Officer "

Mr Giesbers started his career with the ANZ Banking Group NZ Ltd and was
previously Chief Manager Finance, Technology and Operations, Institutional
Banking (and Treasury) with Westpac, and Finance Director and Chief
Information Officer with Contact Energy.




TOWER Australia achieved net profit after tax for 2003-04 of
A$20.5 million — a strong reversal from the previous year's
A$6.3 million net loss. The turnaround reflected improved
retention of existing business, higher investment returns and
reduction in expenses, whilte growth in risk product sales was
another significant feature of the year.

Risk product sales in 2003-04 grew by 28% to A$58.1 million,
on the back of major initiatives to improve products, raise
service standards and strengthen relationships with key financial
advisers. These initiatives helped earn TOWER Australia runner-
up in the Personal investor Life Insurance Company of the
Year Awards, along with a Gold Award for its critical Hiness,
or trauma risk, product. Other recognition came in june 2004
when TOWER Australia’s risk product suite gained fourth overall
in the annual Plan for Life ranking of industry offerings, with
the products now attracting higher recommendation to dients
from advisers.

Sales growth gained momentum through 2003-04 with the
second half up 31.5% on the previous year's corresponding
period — a growth rate far ahead of the overall market for term
life and critical Hiness insurance. TOWER Australia relaunched
its key risk products and completed the rationalisation of its
product range, which including decisions to cease writing
annuities, bonds and pooled trusts.

Progress was also made on improving service to advisers and
customers, mainly through better information flows. As part
of moves to strengthen the offering of investment products,
it acquired 100% of Beacon, a specialist provider of product
support platforms. TOWER Australia put a strong focus on
building its visibility among, and support for, advisers in
targeted dealer and partner groups. The distribution strategy

is now firmiy centred around a limited number of groups that
generate higher-value business.

TOWER Australia improved retention in both risk and investment
business in 2003/04 through various initiatives. This included
a programme 1o follow up each policy tapse or surrender
directly with customers and, where necessary, with the
advisers concerned. The annualised lapse rate on risk
products was down to 15%, from 18% in the previous year.
investrnent product lapses were down from 17% to 14%
despite the impact of withdrawing from some lines. These
rates remain above industry averages and further retention
improvemnent is a priority.

With sales growth and improved retention, TOWER Australia
achieved 10% growth in the level of in-force risk premiums
during the 12 months ended 30 September 2004 {A$219.3
million). Total in-force investment business at balance date
was A$2,385.8 million, 2% higher than September 2003
despite product rationalisation and redemptions. A 15% return
on invested funds was made for the year, reflecting in particular
a high return on Australian equities.

Total daims declined in 2003-04 by 12% to A$47.0 million
with the biggest dedline in claims coming in the trauma and
individual risk disability areas. Mortality claims experience
increased stightly.

There was a continued emphasis during the year on developing
a compliance culture in TOWER Australia and on improving
processes to support this. A number of historical product
errors were found in the past two years, requiring further
hard remedial work during 2003-04. However, management
believes a strong compliance culture is now emerging within
the company.

TOWER Australia’s net profit for 2003-04 included substantial
growth in the net investment return on capital, to A$13.5
million (after tax) and also benefited from a 26.4% reduction
in total management expenses, the bulk of this reduction
achieved in recurring-type expenses. Of muost significance,
the level of recurring e expenses fell to A$75.0 million, which
was down 14.5% from the previous year.

The result included a reduction to A35.9 million in one-off
expenses on restructuring and recovery programmes. However
costs associated with customer compensation and backdating
issues were up stightly to A$5.6 million, reflecting the need
for continued focus on regulatory compliance within TOWER
Australia.

Strategies

+ Capture the potential for rapid growth in both risk and
investment business through TOWER Australia’s established
distribution channels.

* Further reduce lapse and surrender rates through a range
of initiatives, some of these invelving direct contact with
customers and advisers.

« Continue to develop innovative new risk products designed
to meet the needs of current and future customers,

+ Develop new opportunities for growth through additional
distribution alliances and partnerships that provide access
to high-growth market segments.

+ Strengthen TOWER Australia’s operations in key areas of
performance — service delivery to advisers and customers,
requlatory compliance and control of management experises.

_' .Mr Mmto st dppomted ta the roie in December 2002 Mr

- Minto joined the TOWER Grﬂl}p in 1988 as ‘Managing Darector'-_ .
- of TOWER Trust New Zealand. Subsequently, he also fed TOWER

.. Health & Life and TOWER Managed Funds and was the Chief
- Executive of TOWER New Zealand through 2002,

“He hds been a keen pdrtiCipdﬂt m insurance mdustry

- organisations, and his other mvoivements have incluced various
.____commumty and Chdﬂtdb e activities, .




The New Zealand Investment businesses delivered a sound overall performance in 2003-04 as they continued to adjust
to industry-wide pressures. TOWER Asset Management mainitained a strong position in the wholesale asset management
market, outperforming most of its investment targets and providing clients with competitive returns. However, TOWER
Martaged Funds experienced further net funds outflow and reduction in its profit margins.

The managed funds industry has been under pressure for several years from the loss of investors’ savings to direct
investment alternatives, including real estate, bank deposits and fixed interest securities. Superannuation funds have been
particalarly hard hit. In response, TOWER has vigorously sought to reduce costs and make its products and services highly
competitive. Following a recent policy review, the Government is fikely to remove tax disadvantages on investment in
managed funds and encourage a returmn to workplace savings schemes — changes that could significantly improve the
operating environment for managed funds and superannuation in the future.

TOWER Asset Management (TAM) increased net profit after tax 279 to $2.8 million, reflecting a shift in funds under
management into New Zealand assets which generally outperformed international alternatives during 2003-04. For TAM,
margins are higher on domestic assets. The value of wholesale funds under management rose 7% during the year to
12,040 million, despite a substantial net outflow. TAM retained a 17% share of the total wholesale market, and contained
growth in costs while achieving a 14% increase in revenue.

TOWER Managed Funds {TMF) saw a 3% decline in its revenue during 2003-04. The result was a slight improvement
on the previous year's loss. The value of retail funds under management increased 1% during the year to $2,075 million,
with growth in investment values largely offset by continued net outflow of funds, notably in personal superannuation
which was traditionally an area of strength for TOWER. This situation reflected the aging of the client base, the shift to
direct investment activity and the general effects of volatility in managed fund returns over recent years. However, there
was a marked slowdown in withdrawals during 2003-04 with the level of net outflow from all TOWER retail funds only
21% of the previous year.

The New Zealand Investment businesses made significant progress during 2003-04, including recognition of TOWER as
FundSource Fund Manager of the Year, and winner of category awards for two diversified funds and a global equity fund.
It was a year of solid investment performances, especially in New Zealand asset classes. TAM out-performed its client
benchmarks in 77% of portfolios managed during 2003-04 and 84% in the past three years.

Progress in these businesses also included the restructuring of funds to increase their market appeal, integration of
TOWER's wholesale and retall product and marketing teams and marketing of TOWER Portfolio Administration Services.
Across the businesses, expenses rose only 1%, reflecting modest increases in commissions paid to advisers and the overall
effect of growth in total funds under management. Recurring management expenses were held steady with the previous
year at 346.3 million.

TOWER Asset Management Investment Performance
Excess Returns Over Benchmark September Quarter 2004

Product 1 Year 3 Years
Excess Returns % Excess Returns %

ILS Balanced Fund 0.27 1.80
International Equities

{unhedged) (0.63) 2.23

NZ Equities 2.77 2.23

MNZ Property 0.44 2.33

Global Bonds 0.53 0.74

NZ Fixed interest 0.38 {0.02)




The New Zealand Insurance businesses achieved growth in sales across all market sectors during 2003-04. This reflected
various initiatives to make TOWER products more attractive and to strengthen distribution relationships with finandial
advisers and alliance partners.

Sales of individuat fife risk products were up 24% from the previous year, while group life and health risk sales increased
by 36%. Individual health risk sales grew 15% after successful rationalisation of TOWER's product offering in this market
during the early months of 2003-04.

Rates of policy discontinuance remained relatively stable through 2003-04 - a positive outcome given premium increases
in some areas. Lapse rates on individual life risk and health risk products during the year were 13% and 14% respectively,
while the value of in-force premiums grew at very favourable rates of 16% and 17%. There was a similar outcome in group
life and health risk where the value of in-force premiums climbed 33% in 2003-04 on the back of high growth in sales.

Total expenses in the New Zealand Insurance businesses were upy 17% for the year. Recurring management experses
climbed 14% to $74.0 million, due prindpally to business volume growth while non-recurring costs incuded $6.5 million
in T write-downs on top of normal depreciation expense.

Overall, the New Zealand insurance businesses achieved net profit after tax of $18.2 million for 2003-04. The result indluded
$£5.2 million in net investment returns on funds within each of the Insurance businesses,

Overall earnings on life and other insurance operations (before inclusion of investment returns) were $13.0 million (after
ta) — down 15% from the previous year due to high daims arising from storms and floods in various parts of New Zealand
from February to September. The scale of damage ted to the TOWER Group's first claim against its catastrophe reinsurance
treaties for many years, and this reinsurance significantly eased the storms’ impact on eamnings for the year. However,
TOWER Insurance received over 3,000 daims from customers and its underwriting profit was subsequently reduced by $4.6
million.

Eisewhere in the New Zealand Insurance businesses, the level of individual and group life risk daims declined during 2003-
04 in response to careful daims management. Health risk claims were up substantially in fine with growth in sales and the
level of in-force premiums.

» Sales growth based on continued development of new risk products, especially in the markets for general insurance and
health cover.

« Growth in market share, especially in the life risks market where TOWER New Zealand has a relatively small but growing
presence,

« Cortinued expansion of alliances with banks and others for distribution of risk products, and further moves to strengthen
existing relationships.

* Proactive management of heaith claim costs, drawing on medical expertise within TOWER New Zealand and close
collaboration with health care providers.

 Further integration of administration and sales activities across New Zealand businesses where this will support operating
efficiency and ongoing management of costs.

« Consolidation of operations in the Auckland region from severn sites to one central city location.

» New initiatives to strengthen quality of service to intermediaries and customers based on research into market experience
and expectations.

« Development of a strong customer-service culture through a programme to support and motivate all TOWER New
Zealand employees.



The Austratian Wealth Management businesses achieved a
2003-04 net profit after tax of A$15.0 million, up 47% on the
previcus year. The increased result was due to solid growth
in Bridges Financial Services and progress in restructuring
TOWER Trust for increased profitability.

Bridges delivered a significantly improved net profit after tax
of A312.0 million, reflecting growth in funds under its
management and cost-efficiencies in the developing relationship
with credit unions. Funds under management increased 18%
to A3$3,940 mitlion during the year, on the back of strong
inflows and relatively high investment returns. inflows were
boosted by business referrals from the credit unions and from
an expanding network of Bridges-affiliated financial planners.
The number of planners was up to 140 at 30 September 2004.

Around half of Bridges’ dient referrals come from the credit
uriions. This relationship was strengthened during 2003-04
with the successtul integration of ToCUA, the former structure
for TOWER's credit union alfiance, into Bridges. This relationship
continues to be supported through Bridges. The ToCUA unit
recorded an A$1.4 million net loss for the year before integration
with Bridges.

Most of Bridges' funds under management are in its master
trust, The Portfolio Service (TPS), which is Australia’s ninth
targest discretionary master trust with a 2.7% share of that
market. The TPS net inflow was 47% higher in 2003-04
than in the previous year. The number of planners that support
TPS grew to 167 by 30 Septemnber 2004,

TOWER Trust increased net profit after tax for the year
by 21% to $4.0 million, despite indlusion of some one-off
restructuring costs.

TOWER Trust made progress with its core fee-generating
services including superannuation, financial planning and
administration, trustee services and estate planning. Moves
during the year included acquisition of a large part of Australian
Superannuation Nominees’ client base and the unbundling
of TOWER Trust's superannuation and related trustee services.
Estate planning services were another area of particular focus,
with a new offering to be launched soon through Bridges’
financial planners.

TOWER Trust achieved inflow growth in all core business lines
during 2003-04, although there was a net business outflow
of A$10.8 million for the vear. This was largely as a consequence
of exiting unprofitable business. Total funds under management
or administration were A$4,780 million at 30 September 2004,
up 169 over the year on the back of stronger

investment markets.

The business benefited from further improvement in its
operating systems and from the centralisation in Adelaide of
its interstate branch network.

AWM consolidated many support functions for Bridges and
TOWER Trust resulting in cost savings for both business units.
Management and sales expenses across AWM were down 2%
during 2003-04 to A$72.9 million, on total fee income for the
division of A$91.3 million.

jAndrew Bames MA Ac:g
"Chief Exgeutive .
Z-_Aﬁstraizam Weatth Management_ o

The year saw the successful transition of its businesses into
the new Financial Services Regulatory Authority regime, and
the withdrawal of TOWER Asset Management Australia (TAMA)
from the division. TAMA's core operations were transferred to
external funds managers and remaining functions backed into
TOWER Australia. Prior to this, TAMA contributed an A$400,000
net profit after tax to the AWM result for 2003-04.

Strategies
Key strategies for AWM for 2004-03 include:

» cxpanding the Bridges financial planner network through
inclusion of more experienced and skilled planners;

» developing and growing the business referrals to Bridges
from both credit unions and other non-bank financial
institutions;

* faunching AWM's highly competitive new estate planning
services, provided by TOWER Trust and delivered through
the Bridges network, and in time through other financial
adlvisers;

* growing TOWER Trust's superannuation fund business by
leveraging its proven expertise in the rapidly expanding
small fund market segment;

» enhancing the margins on TOWER Trust's core offering of
fee-earning services by ensuring these are well designed
and presented in target markets; and

* securing cost-efficiencies within TOWER Trust as well as
greater consistency of service provision through centralisation
of the branch network during 2004-05.

_".Andraw Bames was appmnted Chief_ s
- Executive in December 2003, He -

- hasled the successful devel apment:"j': L

".'and restructurmg of Austrdi:an
. Wealth Management, -

‘; B .Mr Bames joined TOWER fmm _
- C;tsbank Australia and has prewousiy___‘ "
- held:senfor executive positions with -
“Macquarie Bank and County!\idtwest .
Cin Austraiza and the UK, ™ - ’



TOWER has an absolute commitment to the communities in
wihich it does business. The Group has carefully and strategically
selected partnerships that deliver quality opportunities and
events, erriching and enhancing the places in which we work,
live and relax.

In New Zealand TOWER was again a finalist and award winner
irt the NBR Business Sponsorship of the Arts Awards. Winner
of the inaugural award in 1998, the Group continues the
unigue honour of being a finalist, and receiving a special merit
citation, every year since. The 2004 award recognised TOWER's
sponsorship of the TOWER New Zealand Youth Choir and its
sister choir, TOWER Voices New Zealand,

The Arts remain a special focus of TOWER's community
commitment. Our partnerships are enduring ones — and
continue to give TOWER's clients and the public memorable
and remarkable experiences.

TOWER's principal sponsorship of the world award-winning
TOWER New Zealand Youth Choir and TOWER Voices New
Zealand thrived in 2004. The TOWER New Zealand Youth
Choir again conquered the world, with Dr Karen Gryls at the
helm, sweeping all before them at the world contest in ftaly.

The TOWER Season of “Madame Butterfly” performed by The
Royal New Zealand Ballet continued TOWER's partnership
with this highly respected Arts organisation — and we will
again partner the Ballet in 2005. The TOWER Gallery is the
stand-out exhibition space at the Museum of New Zealand
Te Papa Tongarewa, and again the events scheduled there
were world class in the past year. Another Te Papa highlight
was the Group's sponsorship of “Kiri’s Dresses: a Glimpse into
a Diva's Wardrobe”, which was opened by Dame Kird Te
Kanawa herself. This exhibition, proudly sponsored by TOWER,
ran for a year with free admission.

TOWER has also been a Gold Sponsor of the New Zealand
International Festival of the Arts since its inception 20 years
ago. in 2004, the Opening and Closing Festivals were part of
the TOWER International Series, with Tan Dun (of Oscar-
winning fame) and the New Zealand Symphony Orchestra
leaving the capacity audience breathless!

in 2000, TOWER established the TOWER Visiting Fellow
programme with Victoria University of Wellington to focus on
the crucial area of ageing issues. The fourth Fellow, Dr Tom
Kirkwood, came to New Zealand during the year, meeting
interest and community organisations, government agendies
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and Ministers. A paralle]l public seminar series sponsored by
TOWER supported this initiative. At the other end of the life
spectrum, over 40 talented young students are being assisted
financially through the TOWER Undergraduate Scholarships.

TOWER Group companies also support a number of activities
and organisations. For example, TOWER New Zealand was
again a major sponsor of both the Financial Planner of the
Year Awards — annual awards designed to recognise exceflence
in financial planning — and the 2004 Community Trusts
Conference. TOWER and Bowls New Zealand announced
plans to continue its 14-year award-winning association that
has already seen over $3.5 million passed on to the sport.
TOWER was Lead Sponsoer of Philanthropy New Zealand for
the second year running (now into its third year) and our staff
are involved in numerous community initiatives that support
Riding for the Disabled, United Way, Run to Heal and

many others.

in addition to its Sponsorship portfolio, TOWER abso
proudly provides support for a diverse range of community
organisations, making a number of charitable donations
each year. In the 2004 financial year, TOWER's donations
totalled $37,661.



How TOWER'’s business practices reflect Corporate Governance Best Practice

This section outlines how TOWER's business
practices reflect corporate governance best practice.
The following information is structured on the
basis of the Ten Essential Corporate Governance
Principles of the ASX Corporate Governance Council.
Reference is also made to the New Zealand
Securities Cornmission Corporate Governance
Principles and Cuidelines, where appropriate.

PRINCIPLE 1

Securities Commission Corporate Governance
Principle 2:

There should be a balance of independence, skills,
knowledge, experience and perspectives amonig
Directors so that the Board works effectively.

The Board's primary role is to effectively represent
and promcte the interests of Shareholders with a
view to enhancing growth and retumns and adding
long-terrn value to the company’s Shares. In practice,
this is achieved in part through delegation to the
three Board Standing Cornmittees {(Audit and
Compliance, Remuneration and Appointments,
and Investrment), and through delegation to the
Croup Managing Director of the day-to-day
leadership and management of the Croup.

TOWER's corporate governance documents have
been designed to:

+ enable the Board to provide strategic guidance
for TOWER and effective oversight of
mmanaqement; and

v clarify the respective roles and responsibilities
of Directors and senior executives in order to
facilitate Board and rmanagerment accountability
to both TOWER and its stakeholders, and to
ensure & balance of authority so that no single
individual has unfettered powers.

The Board Charter reserves a number of roles and

responsibilities to the Board. These include:

v determining the Group's strategic objectives,
and approving the annual operating plans,
financial targets and capital expenditure plans;

v assessing and monitoring performance,
including management’s performance, against
the strategic objectives, operating plans and
financial targets;

» approving all changes to the Group's corporate

structure where these are of strategic importance;

» determining Group financial and treasury
strategies and policies, induding approving
all dividend policies and distributions to
Shareholders, and tending and borrowing, tax,
investrnent and Foreign Exchange policies;

» determining the Group risk managerment policies
and framework and the Group information
technology strategies and policies;

* approving capital expenditure, operating
expenditure, asset acquisitions and divestrnents,
ard setiernent of legal proceedings, in all cases
where oulside the nofmal course of business
and above deleqated limits;

» approving all transactions refating to major
business and company acquisitions, mergers
and divestrnents; and

» approving the Group Managing Director’s
appointment and remuneration,

In practice, nearly all the matters that the Board
has reserved to itself are developed and formuiated
by management and presented to the Board for
its deliberation. To ladilifate this, the Group
Managing Director is & mermnber of the Board and
attends all Board meelings where such matters are
discussed. In addition, the Group Chief Financial
Officer and {he Chiel Executive Officers of the
Group’s business divisions regularly attend

Board meetings.

At each monthly meeting, the Board considers a
variety of reports, including reports on overall
Group and division operations, financial
petformance, and Group investments and
investment returns.

The Chatrman’s role is to lead and manage the
Board so that it operates effectively, and to facilitate
interaction between the Board and the Group
Managing Director and Divisional Chief Executives.

The Group Managing Director is responsible for the
day-to-day leadership and management of the
Group and is the prirnary representative of
management to the Board. TOWER has established
a lormal delegation of authority to the Group
Managing Director which sets out specific authority
to manage the day-to-day business, and the
restrictions and limitations that apply, including
lienits on expenditure. Formal delegations of authority
tes the Group Chief Fnancial Officer and the divisional

Chief Executive Officers have also been established
which set out each officer’s specific authority to
marntage the day-to-day business within each officer’s
area of responsibility. The officers have no power
te do anything which the Group Managing Director
cannot do pursuant ko his delegations.

PRINCHPLE Z

Securities Commission Corporate Governance
Principie 2:

There should be a balance of independence, skilis,
knowledge, experience and perspectives among
Directors so that the Board works effectively.

The Board Charter, Board Protocols and the Fit
and Proper Policy are intended to provide a
structure to ensure Directors:

¢ have a proper understanding of, and
competence to deal with, current and emerging
issues for TOWER; and

v can effectively review and challenge the
performance of management, and exercise
independent judgment.

Board composition

TOWER's Constitution requires a riinirurn of six
Directors and a rmaxirmum of nine. Subject to these
constraints, the Board can fix the number of
Directors holding office.

At least two Directors rust ordinarily reside in
New Zeatand. At all times throughout the 2003-
04 financial year, at least five Directors were New
Zealand residents,

AL each Annual Meeting, at feast one-third of the
total nurmber of Directors must retire from office
by rotation. One executive Director is exemnpt from
the retirerment obligation, being the Group
Managing Director. The Directors whe must retire
are those who have been in office longest since
fast elected. H two Directors have held office for
equal terms and cannot agree who will retire, i is
deterrnined by lot.

in addition, alt Directors appointed to the Board
since the fast Annual Meeting must also stand for
election.

The Board has an induction process for new Board
appointees, including a formal letter of appointment
for Directors.

The Board Protocols require that a majority of the
Board are independent Directors. The Board
Protocols define “independent Director” as a non-
executive Director who does not have any direct
or indirect interest or relationship that could, or
could reasonably be perceived to:

a} reasonably influence, in a material way, his/her
decisions relating to TOWER; or

b} materially interfere with his/her ability to actin
TOWER's best interests.

Examples of relationships that remove
independence are relationships with a material
TOWER custorner, supplier, professional adviser or
substantial Shareholder.

The Chairman must be an independent
Director, and must not be the Group Managing
Director. The roles of Chairman and Group
Manaqing Director are and have always been
separate at TOWER.

The Board has a policy of maintaining a relative
batance of New Zealand and Australian resident
Directors with recognised experience and skills
that enhance the Board's effectiveness.

Unider the Constitution, where a Director has
any interest in a transaction being considered

by the Board or a Board Committee, the Director
may attend the meeting where the transaction

is being considered but may not vote in respect
of the fransaction.

TOWER is commitied to ensuring its Directors have
the knowledge and information necessary to
discharge their responsibilities effectively.

i accordance with the Board Protocols, a Director
may obtain independent professional advice
refating to the affairs of TOWER or his/her
responsibilities as a Director or Board Comnrnittee
member. Where the Director has the approval of
the Board Chairman or Commmittee Chairman to
obtain independent professional advice, TOWER
will meet the reasonable costs of the advice.

Adt Directors have access to the Company Secretary
and to additional information which they consider
necessary for informed decision-making. Monthly
legistative and regulatory updates are provided to
the Board at each Board rmeeting in order to keep
Directors informed of important and relevant issues.
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PRINCIPLE 2

Board Committees

Secirrities Commission Corporate Governance
Principle 3:

The Board shouid use committees where this would
enhance its effectiveness in key areas while retaining
Board responsibility.

The Board has three Standing Commiltees: the
Group Audit and Compliance Comemittee, the
Group Remuneration and Appointments
Cornmittee, and the Group Investrnent Committee
{which was established during the financial year).
Cther committees are established from time to
thme as necessary.

Commitiees alfow detailed examination and
Director expertise to be brought to issues, and
facilitate efficient decision-making. Committees

TOWER DIRECTOR PROFILES

make recommendations to the whole Board. They
have no decision-making ability except where
expressly provided by the Board.

Further information on the Group Audit and
Compliance Cornmitiee is included under Principle
4 on page 12.

The Group Rernuneration and Appointments’
Comrittee advises the Board in respect of a
number of matters, including:

¢ appointment and succession of Board Directors,
and Director remuneration; and

¢ Croup Managing Director and senior executive
appointment, termination, performance
appraisal and rernuneration.

The Terms of Reference for the Comittee require
that it comprise the Group Managing Director,
and a rinirmum of three suitably qualified non-
executive Directors. The Board appoints the

Chairrnan of the Cornrittee who raust be a Non-
Executive Director. The Committee rembers are
currently Olaf O'Duill (Chairman), Susannah Statey,
Anthony Gibbs and Keith Tavior. Mr Taylor does
not take part in deliberations and decisions as to
the Group Managing Director's replacement,
performance and rernuneration. The Caommittee
met three times during the year,

The Group trwvestrnents” Comimittee has the

following duties and responsibilities:

* reviewing investiment policy for TOWER
Shareholder funds and pelicybolder funds;

* reviewing risk management policy and
statermnents in respect of investment
management, including derivative policy;

» considering the establishment, adjustment or
deletion of kmits and counter-party approvals,
and the scope of financial instruments to be

used in the management of
TOWER's investments;

¢ reviewing the appointment of external
investrnent managers;

+ monitoring investment and fund manager
perforrnance; and

« monitoring compliance with investrnent policies
and client rmandates.

The Terrns of Reference for the Commitiee require
that it comprise the Group Managing Director and
a rairirmum of bwo suitably gualified non-execative
Directars. The Board appoints the Chairman of
the Committee who must be a non-executive
Director. The Cornmittee members are currently
Maurice Loornes (Chairman), Dr Gary Weiss and
Keith Taylor. The Cornrnittee was established near
the end of the financial vear and as a result did
not meet during the year.

OLAF O'BUIL

DR KEITH BARTON

Ofaf O’ Duill
BComm (Hons), FAICD, FAIBE

Independent Chairman of Directors, Chairman Group
Remuneration and Appointments’ Committee

M O'Diil] joined TOWER's Board in August 2000
and was appointed Chairman in February 2003,
He has an extensive background in corporate
advisory and business recovery, corporate and
international banking and treasury. He has wide
experience as a current Director of several
organisations including Sunraysia Television Limited,
Enwestra Limnited and (M Financial Group Limited.
Mir O'Duill has previously been Chairman of a
number of companies including Nationat Bectricity
Market Managerment Company Limited and
Southern Healthcare Network. He is a former
Director of Arnrad Corporation Lirited, McPhersons
Lirriited, Sigma Company Limited and other
cormpanies. Mr O'Duill was also the USA-based
Birector seeking international investrnent for US
muttinationals for the industrial Development
Authority of ireland. He is resident in

Melbourne, Australia.

Dr Keith Barton
BS¢c (Hons, Class 1), PhD (University of NSW)

fndependent Non-Executive Director, Mermber Group
Audit and Compliance Commitiee

Dr Barton joined TOWER's Board in late 2007 and
served as Chairman of the Group Audit and
Compliance Committee for rmost of 2003, He has
served on public company boards since 1990 and
is a Director of Amcor Limited, Citect Limited and
Coles Myer Limited and is also a Board member
of RES.RVIB.VAF Lirnited (formed from the merger
of the Royal Blind Society of NSW, the Royal Victorda
institute for the Blind and Vision Australia Limited.
Br Bartor was a Director of the Royal Blind Society
of NSW). Dr Barton was previously Chairman of
Coodman Fielder Limited, non-Executive Director
of Colonial Limited, Keycorp Lirited and FH.
Faulding Limited, and Executive Director of James
Hardie Industries Limited and CSR Limnited. Prior
to retiring from full-time employment in 1999, he
had a long career in a variety of manufacturing
industries (BHP, GD Searle, CSR, jarnes Hardie) in
Australia and overseas. For the last seven years
before retirermnent he was Chief Executive Officer
and hMarnaging Director of James Hardie Industries.
He is resident in Sydney, Australia.

WILLIAM FALCONER

ANTHOMY GIBBS

William Falconer
LEB, CNZM

Independent Non-Executive Director, Mernber Group
Audit and Compliance Commitiee

Mr Falconer is the most recent addition to TOWER's
Board, joining it in Decernber 2003, He has had
a successful career as a public servant, lawyer and
cornpany Director. He is currently the Chairman
of Hellaby Holdings Lirmited, Kiwifruit Intemational
tirmited, Oyster Bay Marlborough Vineyards Limited
and Restaurant Brands New Zealand Limited,
and a Director of Westfield Trust (NZ) Lirmited.
He is also on the Board of the New Zealand
Symphony Orchestra and is Chairman of the
Meat Industry Association. He is resident in
Cambridge, New Zealand.

Anthony {Tony) Gibbs

Newi-Executive Directos, Member Group Remuneration
arrd Appointments” Compnittee

ir Cibbs was elected to TOWER's Board in 2003
and brirgs to the board a 25-year history of a diverse
range of management and directorship experience
covering rmergers, acquisitions, divestments and
restructuring. He is the Chairman of Turmers &
Crowers Lirnited, Staveley ine, and Tenon Limited,
and a Director of Coats Holdings ple (UK} Coats
Limited, Guinness Peat Group ple, Guinness Peat
Group New Zealand Limited, GPG Forests Limited,
Cuinness Peat Group Shares Limited, Turners &
Growers Fresh Lirmited, Staveley Industries ple, haca
{Custodians} Limited, Rubicon Limited, Ezypeel
Mandarins Limited, Aeneld Seventeen Limited and
Vector Lirnited. Mr Gibbs was previousty Chairman
of a number of companies including AGB McNair
tirmited, Tyndall Life NZ Limited, Deputy Chairman
of The New Zealand Guardian Trust Co Limited and
a Director of a number of companies induding
ENZA Liraited, Tumners Auctions Hmited, The Colondal
Motor Company Lirited, Tyndall Australia Lirmited
and Wrightsen Lirmited. He is resident in Auckland,
New Zeatand.

Maurice Loomes
BCom {Econs Hons)

Nor-Executive Directos, Chairman Group
investments’ Committee

Mr Loomes was appointed to TOWER's Board in
Qctober 2003 and has extensive experience in
investrnent research, funds management as an
operative, and directorial work in the insurance
industry. He is currently Chairman of Canberra
investment Corporation Limited and a Director of

MAURICE LOOMES

JOHN SPENCER

Reinsurance Australia Corporation Lirmited and
Artadne Australia Limited. Previous Directorships
in the past 10 years include Guinness Peat Group
ple, The Colonial Motor Company Lirited,
Wrightson Limited, Medicare Limited, Turners
Auctions Lirmited, OAMPS Lirnited, Tumners &
Growers Limited, ASC Lirnited, Fulcrum Capital
tienited, Tyndall Australia Eimited, Mid East Minerals
Limited and Melals Exploration Limited. He is
resident in Sydney, Australia.

fohn Spencer
BCom, FCA

independent Non-Executive Director, Chairman/
Member Group Audit and Complianee Committee

Mr Spencer was appointed to TOWER's Board in
Qctober 2003 and was appointed Chairman of
the Group Audit and Compliance Commitiee on
1 Decernber 2003, He brings to the Board
sigrificant financia and commercial expertise
gained over many years from senior ranagement
positions he has held with a number of major
compartes in New Zeatand and overseas. Prior to
the formation of Fonterra, he was the Chief
Executive Officer of New Zealand Dairy Croup. Mr
Spencer is Chairman of Tainui Group Holdings
timited and Unidata Pty Lirmited, Deputy Chairman
of the National Institute for Water and Atrnospheric
Research {(NIWA) and a Director of Triage Capital
Limited and Workbase Education Trust. He is also
the Deputy Chairrnan of the Accounting Standards
Review Board. He is a past Director of the Institute
of Chartered Accountants, receiving the “Valued
Contribution to the Profession” award in 2002, Mr
Spencer is resident in Wellington, New Zealand.

Susannah (Susie) Staley
LEB (Otago), FNZIM

Independent Non-Executive Director, Mernber Group
Remuneration emd Appointments’ Commitiee

s Staley was elected to TOWER's Board in 1996
and is a Councillor and the Otago Branch President
of the Institute of Directors. She has served on
several due diligence cornmmittees for the Group
and was Chairman of the capital raising programme
i 2003, A property and business lawyer, Susie
Staley has an extensive background in strateqic
managernent and brings a wide range of business
and corporate experience to the Board. She is
currently the Chairman of the Maritime Safety
Authority, and a Director of Pyne Gould Guinness
Himited (and Chairman of the Pyne Gould Guinness
Audit Commitiee), Dunedin International Airport
Limited and Global Technologies (N2} Lirnited.

SUSANMNAY STALEY

KEFTH TAYLOR DRt GARY WEISS

She was previousty Chairman and Director of
TOWER Trust Lirnited {New Zealand) and President
of the Otago Chamber of Commerce. She is
resident i Dunedin, New Zealand.

Keith Tayior
8Sc, BCA, FIA, FIAA

Group Managing Director of TOWER, Member Group
Rernuneration and Appointments’ Committee,
Member Group frvestments’ Commitiee

Mr Taylor is the Group Managing Director of
TOWER, being appointed to that position by the
Board in 2003, He has been with the TOWER
Group for 25 years, and is a qualified actuary. Mr
Taylor joined Governmeny Life and headed the
Corporate Superannuation Division for some years,
was Chief Actuary and then moved into the finance
area, serving as Group Chief Financial Officer from
1990 to 2002, Mr Taylor has led all of TOWER's
acquisition projects since 1988 and was responsible
for the successful management of the complex
demutualisation and listing process. Mr Taylor is
resident i Wellington, New Zealand.

Dr Gary Weiss

LEB (Hons), LIM (Distinction), 150 {Cormell Urriversity,
Nesw York)

Norr-Executive Director, Mermber Group
investments Committee

Dr Weiss was elected to TOWER's Board in 2003,
He has considerable international business
experience and is a highly respected commerdial
fawyer in Australia and New Zealand. Presently an
Executive Director of Guinness Peat Group ple, he
is Chairrman of Ariadne Australia Lirnited, MEM
Croup Lirnited and Coats ple (UK}, and 15 a Director
of Canberra Investrnent Corporation Limited,
Capral Aluminium Limited, Prernier lnvestrnents
Lirmited, Tag Padfic Lirmited, Westfield Management
Limited, Westfield Holdings Limited and Westfield
America Management Limited. He s resident in
Sydney, Australia.

Michael |efferies
BCorm, £A

Alternate Mor—Executive Divector for Anthony Gibbs ond
Gr Gary Weiss

W Jefferios is a chartered accountant with extensive
experience in finance and investmant. In recent years he
has been Managing Directar of MEM Group Bimited and
has previously acted as Managing Director for Aurora
ke Lirmsited and Gtfer Gold Mires Limited. He is currenthy
Chairman of TAFMO Limited, a non-Executive Direcior
of Metals £xploration Limited, and a serior executive of
G He s resident in Perth, Australia.
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PRINCIPLE

Securities Commission Corporate Governance
Principie 1:

Directors should observe and foster high
ethical standards.

The Group Code of Ethics, the Board Charter, Board
Protocols and other documents referred to in this
Corporate Governance section collectively and
individually promote ethical and responsible
decision-making in the Group.

The Group Code of Ethics provides policy and
guidance to exerutives and employees in situations
where their or TOWER's integrity could be
compromised, induding conflicts of interest, use
of non-public information and company assets,
refationships with employees, custorners and other
stakeholders, reporting of unethical and dishonest
behaviour, and refated matters. The Group Code
of Ethics has been publicised within the Group.

The Reporting and Investigation of Fraud,
Corruption and Misconduct Policy provides a
procedure o be followed by Directors, execulives
and employees of the TOWER Group when
reporting an incident (or alleged incident) of fraud,
corruption and/or risconduct.

TOWER has written Rules and Cuidelines thay
govern trading in TOWER's securities so as to
minimise the risk of insider trading.

The Rules appily to TOWER Limnited Directors, senior
executives, and alf staff of TOWER Asset
Management Limited and TOWER's head office.
The Rules follow the insider Trading {(Approved
Procedure for Comparny Officers) Notice 1998
{NZ}. Persons subject to the Rules may only trade
TOWER Shares in certain defined windows around
the announcernent of half year and full vear results,
and only if not holding “inside information”.

Permission to trade must be obtained from the
Chairman of the Board in respect of Directors, and
the Group Managing Director or the Group Chief
Financial Officer in respect of certain designated
employees, prior to trading. Perrmission can only
be granted if the Chairman, Group Managing
Director or Group Chief Financial Officer is
satisfied as to certain matters, including that the
person trading is not doing so on the basis of
inside information.

Directors and Officers are required to disclose their
trading in TOWER Shares to the Board and the
rarket. Details of share trading by Directors during
the last finandial year are included in this Anpual
Report on page 14.

TOWER also has Guidelines relating to insider
trading that apply generally to all Group employees.

PRIMNCIPLE 4

Securities Commission Corporate Governance
Principle 4:

The Board should demand integrity both in financia
reporting and in the fimeliness and balance of
disclosures on the entity's affairs.

TOWER has a structure to independently verily
and safeguard the integrity of the Group's financial
reporting. The principal components of this are
the Group Audit and Compliance Committee, the
external and internal auditors, and the certifications
provided to the Board by the Group Managing
Director and the Group Chief Financial Officer.

The Terms of Reference for the Group Audit and
Cormpliance Commwnittee require that the Cornrnittee
comprise a minimurm of three suitably qualified
non-executive Directors. The Board appoints the
Chairrnan of the Committes, who cannat also be
Chairman of the Board. The Committee rmernbers
are currently fohin Spencer (Chairman), Bill Falconer
and D Kedth Barton. The Group Managing Director
cannot be a rmember of the Cornrnittee. The
Cormmitiee met seven times during the year

The Commiltee’s Terms of Reference include the
following duties and responsibifities:

» To independently and objectively review
the financial information presented by
managernent to the Board, the external auditors
and the public.

» To review dralt half year and annual financial
staternents and supporting narrative, and the
external auditor’s report, and make
recommendations to the Board as to
their adoption.

* To oversee the performance of the external

auditor and to be satisfied as to its independence.

* To review the effectiveness and efficiency of
managernent processes, Group risk
management and internal financial controls and
controf systems.

» To monitor and review compliance with
regulatory and statutory requirements
and obligations.

* To supervise the internal audit function and to
receive regular reports from the internal auditors
on risks, exposures and statutory compliance.

+ To maintain open and direct lnes of
cormmunication with the external and
internal auditors.

+ To rmake recommendations to the Board as
to the appointment and discharge of the
external auditor.

External Auditor

Securities Comumission Corporate Governance
Principle 7:

The Board should ensure the quality and
independence of the externat audit process.

TOWER reviewed the appointment of its external
auditor in 2002, As a result, a new auditor,
PricewaterhouseCoopers (PWC) was selected and
was confirrmed by shareholders at the Annual
hMeeting in March 2003, PWC was reappointed
by Shareholders at the Annual Meeting in
February 2004,

A formal engagerment letter with PWC sels out the
respective obligations and responsibilities of PWC
and the Directors in relation to preparation and
audit of financial statements, and the integrity of
the Group's finandial systems. The Board has a
formatl policy on the provision of non-audit services
by the external auditor that specifies services the
external auditor rnay not provide TOWER. The
policy is overseen by the Group Audit and
Cornpliance Commiittee. In particular, the external
auditar rmay not provide:

» book keeping services;

* vajualions that would be subject to their
audit review;

« advice on the design and implementation of
information systems;

e executive recruitmment or senior
managernent secondments;

* tax planning and strategy services;

¢ advice on the structuring or pricing of any
deal; and

* internal audit services, except in support of
TOWER's own internal audit tearn.

Nor-audif services provided by the extemnal auditor
to the TOWER Group during the accounting period
did not, in TOWER's opinion, affect auditor
independence, The non-audit services refated to
issues which had the potential to irnpact on TOWER's
accounting ar tax treatrent and were, therefore,
appropriate for the external auditor o provide.
The fees paid o PWC during the financial year
are as follows:

2003-04 Auditor Fees .

Audit of Fimanclal Statemerts
Audiy Of.TruS_t__ACCQuf't_t_ﬁ. _ )
'_(;}thc*r B TS L

o Resiew of offer docummidimn for TOWER firance Limited Capitat Nr:etas__
- Attendarce al Anrwal Meeting of. Sharehoidc*r‘s, }2 i‘?bru,«ary 2004

- TOWER Finance Limited Trustes reporting -

~ Atvice on Executive Share Opmu Plary -

TOWER encourages full and frank disclosure and
discussions between the Board, TOWER's internal
auditars, management and PWC,

TOWER's external auditor applies the standards
contained in the Code of Ethics: Independence
issued by the Institute of Chartered Accountants
of New Zealand. The Code establishes restrictions
on the external auditor in such areas as the holding
of securities or other financial inferests in
TOWER, permitted business and personal
refationships with TOWER, and the provision of
certain non-audit services,

PRINCIPLE 5

Securities Commission Corporate Governance
Principie 4:

The Board should demand integrity both in financial
reporting and in the timeliness and balance of
disclosures on entity affairs.

TOWER has policies and procedures in place
designed to ensure that:

« all investors have egual and timely aceess to
material information concerning the company;

- Yax assistance (0 the Papus New Guinea subs;dm_nas '
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v Company announcements are factual and
presented in a clear and balanced way; and

+ TOWER cormplies with the continuous disclosure
requirements of ASX and NZX.

TOWER Corporate Disclosure Policy aims to prevent
unauthorised or selective disclosure of information
that could have a material effect on TOWER'S share
price. The Disclosure Officer is responsible for
ensuring cornpliance with the Policy. The Group
Audit and Compliance Cornmitlee reviews all
refeases of financial inforrnation to the market prior
o their release.

i addition to the annual and half year reports to
Shareholders, TOWER publishes an lnvestor Report
every half and full year that provides detailed
analysis of its latest financial performance.

PRINCIPLE &

Securities Commission Corporate Governance
Principie 8:

The Board should foster constructive refationships
with Sharehoiders that encourage them to engage
with the entity.

The Board is committed to empowering
Shareholders by:

v communicating effectively with thery
v giving them ready access o accurate and
understandable information about TOWER's
strategies and performance; and
v facilitating participation at Shareholder meetings.
TOWER's corporate website
fwww towerliemited. comn) provides information to
Shareholders about the TOWER Group. The website
has recently been upgraded and includes the
following information:
v annual reports/hall year reports;
v rparket disclosures;
v investor reports;
« press releases, including all NZX
and ASX announcerments;
+ company profite, including a deseription
of TOWER's business and structure and

82,175,689 .
3373109 -

528,000

_______________ s157,425

52705223

commentary on goals, strategies
and performance;

v copies oF surmraries of its corporate governance
docurnents, such as the Board Charter, Board
Protorols, Code of Ethics and Terms of Reference
af the Board Commitiees; and

v company contact details.

The website also provides webcasts of Shareholder
rmeetings, and market briefings of the Group's
financial results,

TOWER has established an email register on its
website so Shareholders who wish to receive
information electronically from TOWER can
register to do so. TOWER's Share Registry has
also established an email register to provide
electronic copies of documents, eg the Annual
Report, ko Sharehoiders,

Representatives of TOWER's external auditor are
present at the Annual Meeting and Shareholders
can question the representatives at the meeting.
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PRINCIPLE 7

Secirrities Commission Corperate Governance
Principle 6:

The 8eard should regularly verify that the entity
has appropriate processes that idengify and manage
potential and relevant risks.

The Group Audit and Compliance Comimittee is
responsibie for monitoring Group risks and
exposures, and cormpliance with statutory
obiigations. it approves the Internal Audit Charter
that governs the internal audit function across the
Group. TOWER's two regional chief internal auditors

report directly to the Chairman of the Committee.

TOWER has cornprehensive systerns in place to
identify, assess, rmonitor and manage risk. At the
forefront of these are the internal audit and
cornpliance processes, and the comprehensive risk

managernent process for each operating comparny.

The Group Risk Management Charter establishes
the framework {o ensure a formal and consistent

process of risk identification, assessment, mitigation,

managernent and acceptance, and a regular review
of risk is carried out across the Group. This charter
is currently under review. The Risk Profile describes
the material financial and non-financial risks for
the Group and how they are managed. Each
corhpany has documented its key risks and action
plans to rpitigate therm. These processes are
incorporated into the regular strategic review
process. The execulive managernent team regularly
reports to the Group Audit and Compliance
Comimitiee on risk managernent.

The Compliance Charter will be an additional too
to ensure cormpliance with statutory and reguiatory
obiligations and industry standards.

PRINCIPLE 8

Secirrities Commission Corperate Governance
Principle 2:

There should be 2 balance of independence, skills,

kriowledge, experience and perspectives among
Directors so that the Board works effectively.

TOWER is committed to ensuring its Directors and
key executives have the knowledge and inforrnation
necessary to effectively discharge their
resporsibilities. Regular reviews are carried out of
individual and collective performance.

The Board recognises that the performance of
Directors and the Group Managing Direclor is
crucial to the success of the company and to the
interests of Shareholders. The Board reviews its
own composition and performance and that of
the Board Committees. The last external review of
the Board took place in January 2003 and resutted
i a numbser of Director changes. The Board also
unidertook a self-review during 2004, it is proposed
the next external Board review will take place early
irt 2005, The Group Audit and Compliance
Commitiee and the Group Remuneration and
Appointrments’ Cormmittee undertook self-reviews
during 2004.

The Board also receives and considers a report

from the Group Remuneration and Appointrnents’

Cominitiee on the Group Managing Director’s
performance (in particular with respect to
achievernent of strategic objectives and targets)
and remuneration, and senior executives’
petformance and remuneration. A review of the
Group Managing Director's performance and
rernuneration took place during 2004,

PRINCIPLE 9

Secirrities Commission Corporate Governance
Principle 5:

The remuneration of Directors and executives
should be transparent, fair and reasonable.

The cormpany’s remuneration policies aim to attract
and refain talented and motivated Directors and
employees who will contribute to enhanced Group
petformance.

Nor-Executive Director remuneration

The Board’s policy is to rernunerate Directors at a

similar tevel to cormparable Australasian companies,

but with a small premium to reflect the complexity
of the insurance/financial services sector. At the
Annual Meeting in February 2004 Shareholders
approved an indrease in non-executive Director
remnuneration to a maxirmum of $900,000 per
annum. Currently, TOWER Limited's Chairman is
paid 385,000 per annum for chairing the TOWER
Limited Board and 345,000 per annum for chairing
the Australian Joint Board, and non-executive
Birectors $50,000 per annum for sitting on TOWER
tirnited's Board and $28,570 per annurm for sitting
on the Australian Joint Board. Directors are paid
additional fees for sitting on Board Standing
Committees. The Chairman of the Group Audit
and Compliance Corrnittee is paid 315,000 per
annum and non-Executive Directors are each paid
9,000 per annurn for sitting on the Committee,
The Chairman of the Group Rermuneration and
Appointments” Cormmitiee is paid 37,500 per
annurn and Non-Executive Directors are each paid
§5,000 per annurn for sitting on the Committee,
The Chairrpan of the Group Investroent Comirnitiee
is paid $7,500 per annurm and non-eéxecutive
Directors are each paid 35,000 per annum for
sitting on the Comenittee, Additional fees are paid
in respect of other Directorships held by TOWER
Limited non-executive Directors on the Boards of
other TOWER cornpanies {currently anly Dr Keith
Barton is paid an additional fee for sitting on a
subsidiary Board). Additional fees may be paid to
nor-executive Directors for one-off tasks and/for
additional appointments where required, for
example sitting on a Due Diligence Cornmittee,

i return for Shareholders approving an increase
to Director rernuneration, the Board agreed that
retirement altowances for Board Directors would
cease to acerue from 1 October 2003, All Director
retirernent allowances accrued in respect of service
to 30 September 2003 have been fixed for the
refevant Directors and will be paid on retirement.
A resolution to amend TOWER's Constitution in
respect of the cessation of retirernent allowances
will be propeosed to Shareholders at the next Annual
Meeting in 2005.

Details of the remuneration paid to TOWER Limited
Birectors in the last finandial year are disclosed in
the table below,

;'2003 04 TOWER {)lrectors Remunerat;on And Benef |ts

and other key executives’ remuneration packages
at least annually.

The TOWER Board has adopted a new Executive
Option Scherne and has issued options ko
approximately 40 senior managers across the
TOWER Group. These options have an exercise
price of $1.53 per option, with a vesting date of
1 April 2007 and a lapse date of 31 March 2070,
The options may only be exercised i a hurdie of
& 10% per annurn compounding increase in the

TOWER Share price less any distributions is achieved.

The sole executive Director is Keith Taylor, the Group
Managing Director. The Board set Mr Taylor's
retnuneration package in 2003 and his remuneration
package has not changed. Mr Taylor's base annual
remuneration is $750,000, with a target bonus of
60% of base annual remuneration based on the
attainrnent of guantitative and qualitative targets.
On terrnination of Mr Taylor's employment for any
reason {other than for cause), he will receive six

monthy’ notice plus 18 months” base rermuneration.

The Board considers it crucial that Mr Taylor has
an effective equity-based incentive and reward
component to his remuneration package. At the
Annual Meeting in February 2004, Shareholders
gave their approval to issue Mr Taylor 1.5 million
options to purchase that nurmber of ordinary
TOWER Shares, at an exercise price of 31.39 per
option, with a vesting date of 30 September 2005
and a lapse date of 29 September 2006.

Mr Tayvior does not receive Director fees from any
TOWER company. His rernuneration package
compensates him for those Directorships.

During the financial year, the top executives of the

TOWER Gmup were patd Lhe failowmg rermueration;

f_2003 04 REMUNERA“{ION OF TOP EXEC{}T VES

“hame ard Position e T

;' Keith Tayior - Group Managing Director . -
James Minto — Chief Executive TOWER Australia _ :
':_Wiiliam Gleshers — Croup Chief Financlal Officer - LT .
| An(_.h_‘e\_g\_f__B_a_l_‘_f_!E_S .—_.Chi;_ei- Exgctative A_z_._zs!.:ratian Wealth _Maqag{_-}_me;;;_t_;_ ) -

: T(}WER LiMiTﬁD EOARD

L Kedth Edrtan
-Colin Bayer.
Lance Cottam’ -
Lindsay Cuming AM’ '
.:Aian Byes’ -

‘William Falcor :E‘r__ T
Anthony Cibbs -
Manricn Loomaes -

1

Sk Colin Maiden
Olaf QDG
Susannah Statey -

:'k?h!'! Spencer
Keidth ‘antorﬂ_ el
78,987

‘Dr Gary Weiss -~ "

Directors’ fees
2988 L

T an0at U g
59,991 LT

RERER C77: SR
138,558 7.

Caenms o
9597

09,192

12003

Directors’ Fees "

..12003 -

Cither ..

24014 000,474
7593 e 500 L
36,805 . - . M004,507 .

Csma 676 316,790 -

aesg.000 L m2as 149
Ciszger 533
Cemeg) 555 L

716923

20,000 -
L. 626825 ..

1,817,868

1 - Ceased $0 b o TOWER Limited Director chusing 2003, -

2 - Exequtive Directon, i not paid Directos fees,

* U incdudes retirement payrnent for service on s TOWER subsidiary Board, -

o lngludes retirement payrent for service on e TOWER tienited Brarg,
= Inclugdes fees as a subsidiary company Directar, - -

All Directors are required to hold TOWER Shares.
The nurnber of Shares held by each is disclosed in
this report on page 4.

Executive Llrector and key executive
remuneration

The Board’s policy for remunerating the Group
Manaqing Director and other key executives is to
provide rnarket-based remnuneration packages
cormprising a blend of fixed and incentive-based
remuneration with clear links between individual
and company performance, and reward. The
Group Remuneration and Appointments’
Committee reviews the Group Managing Director’s

-7 tontained in dhe table "Emplnyeﬁ Remuneration for TOWER Limited and Su}:smdzanes i page 1E,
* lnt udes supe:annuanon con%’nbu!mn an{j frmge beneflts S

PRINCIPLE 1

Securities Commissfon Corporate Governance
Principle B

The Board should respect the interests of
Stakeholders within the context of the entity's
ownership type and its fundamental purpose.

TOWER is cormumitted to meeting its legal and
other obligations to stakeholders, indluding
Shareholders, employees, customers, policvholders
and the wider cormmunity.

Maintaining TOWER's reputation for honesty and
fairness is crucial to its success as a financial services
business. The Code of Bthics is an impeortant tool
for achieving these airms as it sets out the minimurm
standards of conduct and behaviour TOWER
expects of its Directors, executives and employvees,
and requires them to adhere to these standards.

TOWER recognises that public confidence in
TOWER's integrity is based on continuous, full and
open disclosure of information about S activities
to the market and relevant stakeholders. TOWER'S
Corporate Disclosure Policy provides for a planned,
pro-active communication prograrmme with
Shareholders and the wider investment community.
TOWER believes this communication programnme
assists in creating a fully inforrmed market and
enhances Shareholder value.

CUOther L Totat

- Base Salary "._Bon_gxs

748,671l "35T,822 1,100,493 -
498,176 '4_5,091 . TB2,033 625,300
425,000 il i 425,000 )
450193, - i i 1.._45(_)_,1_53.__'
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TOWER LIMITED DISCLOSURES

iﬂte rests Re g ! ster sign a certificate in refation to that vote pursuant of explanation, TOWER's Constitution includes ¢ The renewal of the Group Directors” and Officers’
. . . to the Companies Act 1993, or the rmatter relates an indemnity to all Group Directors and Liability Insurance, Professional indemnity
Each company in the TOWER‘G"O‘fp 1 ’"‘fq“'md to Director remuneration or benefits under section employees. These agreements deal with practical Insurance, Stockbrokers Professional Indemnity
to maintain an |nt£:rest5 Reg:s:ter it which the 161, or to a grant of an indernnity pursuant to matters should the indeminity be called upon, and Superannuation Trustees Eiability Insurance
'partrcl_;iars of certain transactions and matters o yian 162 of the Companies Act 1993 such as safeguarding and access to docurnents, cover for the benefft of Group Directors and
involving the Directors must be recorded. The . entered in the TOWER Limited appointment of counsel and payments of employees,
Interests Register for TOWER Limited is available . arnounts due .
for Inspection on request Interests Register : ¢ The payrment of a retirement allowance to Alan
) During the financial year, particulars of the following » Remuneration packages of TOWER Limnited Eyes for service as a DHrector of TOWER Limited.
Details of all matters that have been entered in . e . Directors (including for service on Board . N .
_ . o . o transactions were entered in the Interests Register i nciuaing thé var Use of company information by Directors
the TOWER Limited Interests Register by individual A ) Committees), in accordance with the
Directors during the accounting perod are outlined pursuant to sections 161 and 162 of the Companies 4 No rmermber of the Board of TOWER Limited, nor
HeCLors Guring counting p Ui Act 1993 increase to Directors’ remuneration approved S ) T
in the Director disclosures following. An “interested” ' by Shareholders at the Annual Meeting in of any subsidiary, issued a notice requesting to use
Director may not vote on a matter in which he or » The agreements relating to the indernnities February 2004 information received in his o her capacity as a
she is irderested urtbess the Director is feq“;red o given by TOWER to Directors John Spencer, ’ Birector which would not have otherwise been
Maurice Loomnes and William Falconer. By way available to that Director

'.Dum :g tiap finarscial yemrr D;rect{)rs dzsciosmﬁ mteresis, of d. cessauon cd z::rormi iy ihe f(jitowang enistm pmsuant fo seetion 34{) of ihe (_empamcs A{:i 1993

“ Chairmar,
Dbector <
- Appointed a3 D;recwr A

o 'Appaintﬁd a5 Dirs-:(:tor_ o Maunce L{mmes“ . Canberea Investraent Corporalion Hrnited -
- Resigrad as Director ~ o © Reinsurance Austratia arpora{mn Lmuted___
- Resigred as Chairman, e _Artadne Austratia Limited. -

M Financial Group Li:_n_i_!;ed o
. McPhersons Limited
. Armrad Corporation bimited .

. RBS.RVIBVAF Limited

- Helaby Holdings Hrnited o
“ Kiwtlryit infernationat Hmited 77 .
- Cryster Bay Marlborough V‘ineyards Lir! ut?d
.. Rastaurant Brands NZ Lirnited -

- Westfiedd Trust (NZ) Limited
“New Zeatarad Symphaony Orchestea
7 Bvergreen Forests Limited
. Westgate Transport Himited

ol oDuil -

- Tainud Group Holdings Linvted
. Mationa tnstitute for Wator am:i E
- Atmospheric Research -7 i

" Endctata Pry Himited

7 Triage Capital Genited

‘Workbase Education Trust -

':D_r.i(e_ith Barton . . L .. E Appmnt,@d as Dzrecmr.. . fohﬂ Spencert beili’ﬂ LA ’

“{hairman
{hairman
CeLhaleman

Co{haiemen o T
. Appoinded as Dirgctor . .
“Appointed as Director,
T Restgred as Direckor - -

.. - Resigned as Ditector

‘Wittiam Falconer™ - - IR
SRR -Director - : :
e O Appointed as Cha:rma::_

c-Appointed as Diredtor -
- Appointed as Director -«

- Appointed as Director .
. Appointed as Director 7
.. Appointed as Director
. -Appodinted as Chaitrnan

" Resigned as Birector
- Resigned as D:mcier S

. Capral Aluminipm Hemited -
~Westhield Holdings Limited 7 7
"Westfield Amerca Managen it Lmuwd
- Coats pho (UKY : e
. Bubicor Hemited ~ 77T .
. bAajor Everds Board, i*rem;er;_ Depi (NSW}
o Coats H{Jtdmgs L(maf‘(‘d -

: ._'-..{:_}r__Ga_ry Wiss

L Appointed as Director :
S Appointed as Director -
 Appuinted g5 Chairman

-'Anihu_ny Gibbs Cuinness Peat Croup Shares Limited, :
S LT T Coats Heidmgsplc S S

Teron Limited

e .. Appﬁzmed & Director of TOWER Livnigest dhsing the 200304 Franclal year

Directors’ interests and trading in TOWER securities
TOWER Limited Directors disclosed the following acquisitions and disposals of relevant interests in TOWER securities during the finandial year, pursuant 10 section 148 of the Companies Act 1993,

':{)lsciosare of ?rad;ng in TDWER Secur;t;es

- de of Ac“qmsi!.mn,f
D;sposzmn .

'...__}3/7/04 e
L 6I704
50204

CUR[2f04
STO204 .
CEH204
19/7/04 -
52004

{ o :5:{3&1‘&:0“ Paicl/Received -
o per Sec Lm!,y {3NZY

' $30,000 -
325,000 -

L BB910,218
L 3B9T0,219
. $12,580,409
- 913,530

83,332,000

88,910,219 -
$8,910,219
T $12,580409
C 98,530 L
e §3,132,000

"N, of TOWER Finance Limited -
: Capuai Ngtes At:qusrc»d w e Capited Notes Disposed

Nm of Shares | -

No, of Shares
" Asquired -

D_i_spe_md

-:D_:reclo;__'f: No of TCAWER Finance Lirmited |
John Spencer T
Keith Taylor =
-Anthory Gibbs

L6,750,1667

6,

750,166"

Dx Gary Weiss

R

i Mquzmﬂdispﬂsed fry an associated persc:n e T
. Director has an interest in any TOWER finance Hoited Capitad ﬁonds ................................... L

TOWtR Finance

}D_sref:i.or . Ordmary Shares o "._O__rc_;imary Shares (}r:ii:aary ‘iiaarm "'_"_E_xec_u_tive Option Scherme [ Executive Option Schemae - )
T Bmeﬁ(:zat SR e joindty Held - Aswfiated Pmms o Options (Bsue 1T 0 T Optons {Bsue Sy - Lzmstm‘ Capzlai Nmm
Olaf OO - ' _35 000 -

Wiliam Fatconer.

‘Anthony Gitbs - 82,108,119

“Michae! fefferies’ | 82,108,119

Maurice Lovmes_ CB000 L : S ' e LI e
{jt‘:im Sprencer . U h L e ' ' : )
Susatrah Statey
Keith Taylor | ' T
:_Dr_ Gary Weis;s_ - 82,105,119, -

:‘t Michasl Jefferdas s an alternale Director f(}r 34 Gafy \n\,&g;gq K;mj An;han}; Ctbh? .................................................................................................................................................................................
- These options Iapsecﬁ nn 33 }anuary ZD{M . o

o Refer Page 15, -
‘Mg Director b an inderest in any TOWER Finance Limited Capitaf Bonds,”




PAGE

OTHER MATTERS

Waivers granted to TOWER by NZX during the
financial year

NZX requires listed companies to disclose waivers

granted to them by NZX as at their balance date,

TOWER Managed Funds investrments Limited
{TMFE {a subsidary of TOWER} was granted the

following waivers by NZX during the financial year:

¢ In respect of the Australia 20 Leaders Index
Fund {otherwise known as the TORTIS-OZ7Y
Fund), a passive index group investment fund
managed by TOWER Managed Funds
fnvestments Limited.

- from Listing Rubes 3.3.1{c) to 3.3.1C in respect
of the requirernent for TMFE (as the manager
af a listed fund} to have a minimum number
of independent Directors on its Board and
related requirements. These waivers were
granted on the condition that an Audit
Cornrnittee be established in respect of
the fund.

- from Listing Rules 3.6.2{a) {which requires an
Issuer’s Audit Comrnittee to comprormise solehy
Directors of the issuer} and 3.6.2 {¢} {which
requires an Audit Comrnittee to cormprise a
miagjority of independent Directors). The waiver
wats granted to the extent that the TMEl Audit
Commnittee cornprise independent Directors
of TOWER Lirmited and a Director of TOWER
Managed Funds Limited {(who is actively
involved in the management of the TORTIS-
OZ2Y Fund}.

Limits on acquisition of securities under New
Zealand law

TOWER undertook to ASX, at the time &
granted TOWER a full listing (July 2002}, to
include the following information i its Annual
Report. Except for the fimitations detailed as
follows, TOWER securities are freely transferable
under New Zeatand faw.

The New Zealand Takeovers Code imposes a
general rute by which an acquisition of more than

20% of the voting rights in TOWER or an increase
of an existing holding to 20% or more can only
oceur in certain perrnitted ways. These include a
full or a partial takeover offer in accordance with
the Takeovers Code, an acquisition or an allotrient
approved by an ordinary resolution of Shareholders,
a creeping acquisition (in defined circumstances)
and compulsory acquisition once a Shareholder
awns of controls 909 or more of the voting nights
in TOWER.

The New Zealand Overseas Investrnent Act and
related reguiations determine certain investrnents
in New Zealand by overseas persons. Generally, the
Overseas Investment Cormmission’s consent is
required if an “overseas person” acquires TOWER
Shares, or an inferest in TOWER Shares, of tnore
than 25% of total shares on issue or, i the overseas
person afready holds 25% or more, an increase in
shareholding above that threshold. The New Zealand
Covernment has announced that it is reviewing this
area of policy.

The New Zealand Cornmerce Act is likely to prevent

a person from acquiring TOWER Shares if the
acquisition would, or would be likely to,
sibstantially lessen cornpetition in a roarket.

Corporations Act 2007 (Australia)

TOWER is not subject to Chapters 6, 6A, 6B or 6C
of the Corporations Act 2001 (Australia) dealing
with the acquisition of shares (such as substantial
holdings and takeovers).

Rating
TOWER Lirnited has a Standard and Poor’s rating
of BB+ and an AM Best rating of BBB-

Employee Remuneration and
Share Options

Remuneration

The number of employees whose remuneration
during the accounting period exceaded $100,000
{within the specified bands) is as follows:

fﬁmp oyee Remunerauon for TOWER lested and Subszdlarzes

209%;‘2{304
S | '.NZ. . Aust . TUTotat
7,100,000.3, 105,999 | - '_--__1+_ EEREY TR I

970,000-979,999 | Lo
910,000.919,999. | -
BI0,000-819,999 .
BOO,000-809,999. .
F20,000.729,999.
710,000-719,999.
680,000-669,999. ..
670,000-679,999..
640,000-649,999 .
620,000-629,999.. ..
610,000-619,999 . -
600,000-609,999.
590,000.599,999.
580,000-589,099.
570,000-579,099. -
550,000-559,999 .
30,000-539,999. .
-'5203000&29,_9_99_'--.':.

;¢¢x+¢aacaaaagaaaaaa

[

2{362!2{}03 L 003 2004 200272003 T 2{)03;’2(}04 ' -'z{)_oz;zem
_Z LAESE CUForal e e L UNZ L Aust L Totet - 2. Ausk oot e '...NZ Ami CTetal | UINZ LAt - Totat -
T 0L 510,000.519,999 | 0 e 00| 0 00 270,000-279,999 e s | T sy e
CUUHEY el LY. 400,000409,909 . DA 00 D 260,000-269,999 3+ B TOPIE I
g0 460,000-489,999 e o e e 250,000-259,999 1| A Lam s
e 450,000.459,999 O e e T 240,000-249,999 | L2 o LAy L4
D 440,000-449,999 . S| 0 ) T 230,000-239,999 | L O B
0. 430,000439,999 . T e 220000209999 | g
. 420,000-429,999 R B 0. 210,000-219,999 | s """%(U L4l
U1 410,000419,999 . S| e | 200,000-209,999 | R ORI
0. 400,000-409,999 w2 | oL 190,000-199,999 DAl T10(2) 4 zm n(s) Cass
S 390,000-399,999 L e o 2 CIRO,000-189,999 | U2 4 0. 36 e
gL 370,000-379,999 o el 2. 170,000-179,999 | e sy | U6 10 16
CE- [360,000-369,999 0 R I L AE0000-169,999 1| ROy Ttey | T3 mE 14
T 340,000-349,999 S T EESE 1L 150,000-159,999 | 42y Ty - s 5 R 18
3. 7330,000-339,999 ERC R o " .___'-_140,{}(}0449,999 e sy a2 | 7 s 28 ;
ey {320,00&329,999..__"'._ RIS ON T.130,000-139,999 U U7 w18 | Ay a3 25 -
1. 310,000-318,999 . 2| 4. 120,000129,999 1 LES(+ RS 030 T0(D. 2400 34
T 300,000-309,999 2l e CUTI0000-119,999 | U020+ 1 23(1) 43| 011 254y 136
0. 290,000-209,999 S| e 2 100000109599 I B0 L3S 16 38 L 54
.0 :259,{}097239,999_ 2| o 2. 'mm, L e a9 269 | 96 209 305

b ) Dcmng thie year some New Zealand Group companies mads a one-off paymend i thelr execatives who beld shanss under the Exsculive Share Scheme established in 1999, The execitives badd # loan fros TOWER io fay for TIWER Shares held under the Schedne, When o

Tzhe Scheme was ferminated, the proceeds from the sale of the Scheme Shares wers insufficient to repay the loan. The executives used the oneoif payment to pay TOWER the sutstanding iven itance, These one-off payments wess treated E remuneramn and are .-
T tnekaded i the teble above, As @ result the rempneration Foures for Mew Zestand are inflated ardd are not drectly commparable with thoge ior tast yaar, Flfw twc exenu‘:wes ldenmzeu above were paid thas ong- cdf payment T T T

{1 Mumber in brackess indicates the nunber of empioyses whose resnunesation includes retirement/termination paymenis, : -
'_Nﬁte Thie cemuneration bants are expressed el NZ doliars with the cotumng for Australia comvered at the closing exchange rate of {8871 (30/09/04; 0.9348), Thereimre ressungration paid (o Aastralisn eragioyess shove ARRE, 710 (30/09/0%: ARRZ480) s intluded i the table,

Share Options

The Board established a new Executive Share
Option Plan during the year to replace the previous
plan established in 1999, Under the terms of the
new Plan, the Board can grant options to acquire
TOWER Shares to eligible executives up to certain
anaual lirnits. The options cannot be exercised by
the executives until at least three years after they
are granted and until the performance hurdle
{relating to TOWER's Share price performance) set
by the Board is met. As at T December, 40

executives {excluding the Group Managing
Director) have been granted a total of 11.4 million
options by the Board. These options cannot be
exercised untit 1 April 2007 and then only if the
performance hurdle has been achieved.

In accordance with Shareholder approval granted
at the Annual Meeting in February 2004, the Board
granted Keith Taylor 1.5 million options to acquire
that number of TOWER Shares. These options
cannot be exercised by Mr Tavlor until 30
Septernber 2005.

Terens of issue;

Ouistanding ...
‘optionsat " UL
30 September 2003 2,285, 5535 4,

Options ssued -
Options exemsa’d
‘Optons Eapsed_’_‘
:Outsianding L
options at -
36 September 2004 -

Nymbaer of axecutives . -
Zg_ran.te.d .Oﬂtims o

Executive Opum Scheme (1 999) R e Executive -

iSSuM lssue 2 lssued e lssued s 51T Share
- i L [ Option Plan -
w2004y
Date of issug U099 L 2407/00 - U6/12/00 L 20/8/02 - 27/2/04 - 64704 L
Expiry date .. L I0/08 | TI24/7/09 1 612/09 - 0010/04 2919005 30 LT
dssue price . UNZSS5.65 TNZSS2T. o NZSSOS . NZ$SAOS NZ§1.53

NZST39 .

2128672 200,
- 11,400,000

(2 zss 555) (_4_?_,9_8_5} (2,089,069) " (200,000)

.;"_ The Beard resolved 0o achvange the expiny daie f(;r optu:ms rssued mder 1he Exetu‘fz\r“ Gptu:m Srheme {1999; tc 31 |ansuary 2004, '

- where an opfion holder conseated,
© Optiong issued 0 Keith Taylor pursuant (o Sharehalder apprﬁvai given at the Annuat Mesting in Febfuary 2004,



Shareholder Analysis

TOWER's Shares are quoted on ASX and NZX.
As at 30 November 2004 44, 448 TOWER
Shareholders held fewer than A$500 of
TOWER Shares.

Capital Bond Holders

The total number of holders of Capital Bonds
as at 30 November 2004 was 4,883,

Capital Note Holders

The totat number of holders of Capital Notes
as at 30 November 2004 was 2,718,

TOWER Securities

Voting rights attached to each class of TOWER
equity security are: ordinary shares = one vote

2003-04 Shareholders Statistics

:_Damic.itc-‘. : .':"No, of Holders

“New Zeatand -

Australia 7RI

Other countries . ™ B . 1 .
Total S tie2es
Sizg of Holdings ~No, of Holders .
Aer000. s
001 - 5,000 25,819
5001~ 18,000 B

10,607 - 100,000 .
CHOD,G01 ard
Total,

Athaca {Custodians) Eimited S
:.Nationai Nominees Hrmibed - RS .
1P Morgar Nomdoges Australian bimited -
National Nominges New Zealand Hoiled -
Citiank Nominees (New Zeatand) Limited
“Guinness Peat Group Shares Limited '
SAG Morminess Py Limited )
“Westpac Barddng Corporation _
‘Citicorp Nowmines Pty Limited .~ " -
'._ANZ Norminges Limited — Australia |

“Perpetisat Trustee Comparny Linited .
CANZ Nominees Limited — New Zealand .
Cogent Nominees Pry Limited -
AMP Superannuation Tracker fund
';'i_'r_icom Nominees Pty Limited - i
‘Asteron Life Limited L
':Custediat Services Lirmited ...
‘Leveraged Erquities Custodians Limited -
TOWER Trust Limited o0

o Percentage
UIBE2G T

3357,

each; Capital Bonds = no vote; Capital Notes = no
vote; options to acquire ordinary Shares = no vote,
Substantial Security Holders

As at 30 Novernber 2004, the following security
holder had given notice pursuant to section 26 of
the Securities Markets Act 1988 that itis a
substantial holder in TOWER and holds a “relevant
interest” in the number of securfties noted:

Guinness Peat Group ple (Ithaca (Custodians}
Limited) and Guinness Peat Group Shares Limited
82,105,119 ordinary shares: 19.979%;

Principal Shareholders

The names and holdings of the 20 largest registered
TOWER Shareholders are shown in the table below.

-__.'_Na, of Sharas -
260,490,763
148,902,780 "
3,024,665 -

:---_i?_e_rcj:entaga ) '
B3
3612

- e
412418208 . 10000
. No, of Shares - ._."_i:'er_;:_a_nt.age-.
25,924,232 0629
53,115,858 . L1288 .
2412627 e 897
72,356,853 " 17.54
| 236,408,638 5732 .
100.00

412,418,208 -

L%

: -_.'Qr(___ti_:j:ary Shares .
75,354,953
20,133,007
17,232,503
11,767,923
8,403,075 .
CB750,166
6,660,115
. 6,574,863
2,647,044
2,630,029 -
L 2500,000
2,346,105
. .2107,882 "

1,358,222
1,334,152 -

TOWER Subsidiary Company Director Disclosures

The following persons held office as Directors of TOWER subsidiaries at 30 September 2004, (R} denotes
a Director who retired during the accounting period. {A} denotes an Alternate Director.

TOWER Financial Services Group Lid - Dr Keith: Barton,
Olaf O'Buifl, Susannatt Staley, Keith Tavlor, Dr Gary Weiss,
Anthony Gibbs, Maorice Loomes, John Spencer, Wiliiam
Faleoeser, Adar Eyes (R)

TOWER Corporation Heldings Led - Dr Keith 8arton,
Olaf O'Buifl, Susannatt Staley, Keith Tavlor, Dr Gary Weiss,
Anthony Gibbs, Maurice Loomes, ohr Spencer, William
Faleorser, Aan Eyes (R)

TOWER Finance Lid - Er Keith Barton, Glal O'Duill,
Susanmiky Staley, Keith Tavior, Dr Gary Weiss, Arthony
Gibbs, Maurice Loames, john Spencer, William Falcones,
Afan Eyes (R}

TOWER Life Ltd — Dr Keiths Barton, CHal O'Duill, Susaneah
Staley, Keith Taylor, Dr Gary Welss, Anthony Gibbs, Maurice
Loomes, jobin Spencer, Williarnm Falconer, Paul Hurt (R),
William Giesbers (1), Paul Sevin (R}, Afan Eyes {R)
TOWER Insurance Group Lid - Keith Taylor, Phifippa Ellis,
Williar Giesbers

TOWER Marketing Ltd - Keith Taylor, Phifippa Elis,
Williarn Gieshers

National Pacific Corporation Lrd — Keith Taylor, Philippa
Ellis, William Giesbers

Financial Telephone Services Lbd - Keith Taylor, Philippa
Hlis, William Gioshbers

TOWER New Fealand Ltd — Keith Tayior, Phifippa Elhs,
Williarn: Giesbers

Castie No. 1 Ltd - Keith Taylor, Philippa EHis,

Williarn Giesbers

TOWER fFinance {Capital Bonds) Ltd - Keith Taylor,
Prlippa Elis, Wilkiam Gieshers

TOWER Group Network Ltd — Keith Taytor, Philippa Elfis,
Williarn Giesbers, Edwin Saul {R), Geoffrey Herborn (8}
Climax Group Lad - Reith Taydor, Phifippa Elfis,

Williarn Giesbers

Massey North Developments Lid - Keith Taylor, Philippa
EHis, Williarm Giosbers

TOWER Bourke Street Lid — Keith Taylor, Phifippa Elfis,
Williarn Gieshers

fatvian Finance Led - Keith Tavlos, Phitippa Ellis,

Williarn Giesbers

Bayfair Developments Lid — Keith Taylor, Williarm Giesbers,
Patd Bevin, Phifippa Ellis (1)

TOWER insurance (China) Lid — Keith Taylor, Phifippa
£His, Williarm Giesbers, Geoffrey Herborn {R)

Millisor: Heldings Led — Keith Taylor, Phifippa Elfis,
Williarn Ciesbers

TOWER Asset Managernent Ltd - Paul Bevin, Keith Taylor,
Wiliarn Giesbers, Barry Glover {R), Ofaf O'Duifl (R)
TOWER Managed Funds Investrnents Lid - William
Giesbers, Paul Bevin, Anthory Hiddyard, Simon Brodie,
Richard Baker {R), Paul Hunt {R), Keitk: Taylor (R),
Philippa Ellis (R}

TOWER Managed Funds Ltd - Williarm Ciesbers, Paut
Bewin, Sirnon Brodie, Anthony Hildyard, Richard Baker (),
Keith Faylor {R), Pawd Hunt (RY, Philippa Ellis (/)

TOWER Employee Benefits Ltd — Williarn Giesbers, Paul
Bewvin, Simmon Brodie, Anthony Hildyard, Paut Hurst {R),
Keith Faylor (RY, Richard Baker (R}, Philippa £lis (R)
TOWER Life {N.Z.} Ltd — Williarn Ciesbers, Paul Hurnt,
Keith Faylor, Jobin Smeed, Richard Baker (R}

TOWER Heaith & fife Lad - Paul Hung, Keith Taylor,
William Giesbers, |ohe Smeed

TOWER Medical Insusrance Ltd - #Faof Hun, john Smeed,
William Giesbers, Keith Taylor {R)

National Insurance Life & Health Lid - William Giesbors,
tohn Smeed, Paut Hunt

Portfolio Administragion Services £1d — Pauf Bevin, Kerry
hetdae, Willam Giesbers, Paul Hunt, Fiong Meems (R}
TOWER Finance and Investmenis £td - Keith Taylor,
Witliarn Giesbers, Philippa s

TOWER Gption Scheme Lid - William Giesbers,
Phifippa Eliis

TOWER Insurance Lid — Paul Hunt, Keith Tavior, William
Chesbers, Johe Smeed

The National Insurance Company of New Zealand Lid
— Keith Ingrarm, Paul HBurd, john Smeed, Roger Warburton,
Paul Hunt, Colin Tavior {R)

Southern Cross Marine Insurance Ltd — Paul Hunt, Roger
Warburton, Keith ingram, Wayne Beilby, Terry Colernan
{R), Cofies Taylor (R}

TOWER Insurance {PNG) Ltd - Paut Hunt, Roger
Warburkon, Keith Ingram, Wayne Beilby, Garth Mofwain,
Colin Taylor {R), Fr. Barry Hanson (R}

Natinsur (PNG) Pey Ltd - Paut Huest, Roger Warburton,
Keith Ingrarn, Wayne Beilby, Terry Colerran {R),

Colin Tayler {R)

GPG Insurance Lt - Pawd Hurst, Roger Warburton, Keith
Inngrarm, Wayne Seilby, Terry Colernan (R), Cofin Taytor (R}
TOWER Insurance {Cook Islands) Ltd - Paul Hunt, Roger
Warburkon, Keith ingram, Colin Yaylor (/)

National Insurance Holdings Led - Pad Hung, Roger
Warburkon, Keith Ingram, Paul Abselt, Colin Taylor {R)
TOWER Insurance {Fijiy Léd — Paol Hunt, Roger Warburtors,
Keith Ingram, Paot Abseli, Cofin Taylor {R}

Southern Pacific iInsurance Company (Fijiy Lzd - Padd
Hurst, Roger Warburton, Keith ingram, faul Absedl,

Colin Taylor {R/)

TOWER Huldings {Australia) Pty Ltd - O Keith Barton,
Ofaf OO, Susannah Stafey, Keith Yaylor, O Gary Weiss,
Anthieny Gibbs, Maurice Loomes, johin Spencer, Williarm
Falcones, Neal Srylie (R}, Geoffrey Herborn (R}

TOWER Group {Australia) Pty Lid - Dr Keith Barkon, Olaf
O'Dulll, Susarnah Staley, Keith Taylor, Dr Gary Weiss,
Anthany Gibbs, Maurice Loomes, john Spencer, Williarm
Falcones, Neal Srylie (]}, Geoffrey Herborr (R}

TOWER Australia £t - Dr Keith Barton, Ofal O'Duill,
Susarmah Staley, Keith Taylor, Or Gary Weiss, Anthony
Cibbs, Maurice Eoomes, John Spencer, William Falconer,
fames Mingo (R), Barry Clover (R)

TOWER Adelaide Pty Lid — Keith Tayior, Wiliam Giesbers,
Andrew Barnes, Neal Smviie, Geoffrey Herborn (1)
TOWER Risk & Investrnent Management $td - Keith
Taylor, John de Pwar, Jobn Stanbridge, James Minto,
Williarn Giesbers, Geoffrey Herbom (R}

TOWER Asset Managernent Lid — Paul Bevin, Meal Smylie,
Williarn Giesbers, Andrew 8ames, Geoffrey Herborn {R),
Keith Taylor {R}

TOWER Managed Funds Lid - |ohin de Zwart, john
Stanbridge, James Minto, Lee Sullivan

TOWER Adviser Services £id - Lee Sullivan, fohn de Swart,
fares Minto, Stephen Robertson (R)

Pivotal Financial Advisers Ltd - fames Minto, fohn de
Fwrart, John Stanbridge, Stephen Murray, Stephen
Roberison {R), Keneeth Brower (R}

Andric Pty Ltd - |ames Minto, William Giesbiers, Keith
Taylor, Lee Sullivar, Geoffrey Herborn {R)

Lymequeir Pty Lid — Lee Sullivar:, Neal Sraylie, William
Cesbers, Philippa Ellis {R), Geoffrey Herbarn {R),

Keith Taylor {R}

TOWER Financial Consultants Pty Ltd - john de Zwart,
farnes Minto, Lee Suliivan

TOWER Life Properties Py Ltd — Jarmes Minto, Lee Sulivan,
fotm de Zwart

TOWER Victoria Ltd — Neaf Smiylie, William Giesbers,
Andrew Barnes, Keith Taylor {R), Geodfrey Harbarn (1)
TOWER Direct Pty Ltd — [ames Minto, Lee Sulfivar,
fobi de Zwart

AdviserBLUE Pty Lid — Jarmes Minto, Lee Sullivar, William
Ciesbers, Geoffrey Herbom (R)

TOWER eCommerce Pty Lid — fames Minto, William
Gieshers, Geoffrey Herborn (R)
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TOWER Group Network (Australia) Pty f1d -

|armes Mingo, Wilkiarm Giesbrers, Lee Sullivar,

Geoffrey Herborn (R), Stephen Pitt (1)

TOWER Distribustion Management Lid - Lee Sullivan,
Johiey de Zwart, |ames Mirto, Keith Taylor (), Geotirey
FHerbarre (/)

TOWER CU Alliance Pty Ltd - Keith Taylor, Reginald
Feneler {Christopher Wren (A)), Andrew Bames, David
Bleakley {R), lohn O'Shaughnessy (R, james Minto (R)

TOWER CU Financial Services Pty Lid - Keith Tavior,
Christopher Wren, Reginabd Fowler, Andrew Barnes, David
Bleakdey {R), lobn O'Shaughressy {R), james Minto (R)

Lighthouse (Australia) Lt - james Minte, David Callander,
Jotir de Zwart, Stephien Netting (R)

TOWER Staff Superanrusation Lid - James Minto, Sinen
Harris, David Morrow, Anne O Keefe, Carolyn Fleld {R),
Barry Glever (R), Kok Boon (R}

TOWER Superanmuaation Pty Ltd — James Minto, Mark
Shefdon, David Callander, john de fwart, fohn Stanbridge

TOWER Australian Superannuation Lid - Mark Sheldon,
Dravid Callander, |ohr: de Zwart, |ohn Stanbridye,
|arnas hinko

FAI £#fe Ltd — William Giesbers, James Minto, Keith Taylor,
Johey de Zwart, Lee Sulfvan, Geoffrey Herborn {R)

TOWER Rollover Services Pty Ltd - James Minto,
Johier de Zwart, Lee Sulfivarn, Keith Taytor (R),

Geoffrey Herbom {R)

Britiges Financial Services Group Pty Led - Andrew
Barnes, Reginald Fowler (Christopher Wren (A3, Johe
Preseott, Pater Timening, Keith Tavlor, Dr Keith: Barton,
David Bleakley (R), Graham Buckeridge {R),

Geoffrey Herbor {R)

Britdges Financial Services Pty Ltd - Androw Bames,
Christophier Wren, Keith Taylor, Alexander Hutchison, David
Bleakdey {R), Graham Buckeridye {R)

Bridges Service Co Pty Ltd - Andrew Barees, Christopher
Wren, Keith Taylor, David Bleakloy (R)

Questor Financial Services Lid — Andrew Barres,
Christopher Wren, Neal Smivlie, Keith Taylar,

David Bleakley {R)

Bridges Nominee Pty Lid — Keith Taylor, Andraw Barmnes,
Christopher Wren, David Bleakley {R)

Cigar Nominee Pty Ltd — Andrew Barmes, Keith Taylor,
David Bleakley (R)

Australian Equitable Insurance Company Pty Ltd - MNeal
Srraylie, Williamn Giesbers, Andrew Barres, Keith Taytor {(R),
Geoffrey Herbom {R)

Southern Pacific insurance Company Py Lid - Neal
Sroaylie, Williarn Giesbers, Andrew Barres, Keith Taylor (R),
Geoffrey Herborr (R)

Pacific Developments Pty Ltd - Williarm Giosbers,
Andrew Barnes, Neal Sriiylie, Keith Tavlor {R),
Geoffrey Herborr (R}

Oris Funds Management Ltd - Lee Sullivar, James Minto,
|y de Zwart

Financial Services Pareners Pey Lid — Jarmes Minto,

|y de Zwart

TOWER Trust Led — Androw Barnes, Pau] Teisseire, Keith
Taylor (WiHlliarn Giesbers (A3, Peter Lewinsky, Neal Srmylie
{Ry, Richard Englard (R}

Executor Trustee Australia £tod — Andrew Barnes, Poter
Lewinsky, Paud Teisseire, Keith Tavlor O0illiarn Giesbers (A},
Richard England (R), Neal Smvlie (R}

TOWER Trust {3A) Ltd — Andrew Barnes, Peter Lewinsky,
Pad Teisseire, Keith Taylor (William Giesbers (A)), Richard
Englard {R), Neal Sraylie (32}

TCWER Trust {MNSW) Ltd - Andrew Barnes, Roberl Tobias,
Johey Strabd, Geoffrey Herborrn (R}

TOWER Trust {Canberra) £1ed — Paul Teisseire, Keith Taylor
{william Giesbrers (A3, Andrew Barnes, Peter Lewinsky,
Richard tngland (R), Neal Smylie (R}

Bagot's Executor and Trustes Company Lid - Paul
Tedsseire, Keith Taylor {Wiliam Giesbers [A)), Androw Barnes,
Peter Lewinsky, Hichard England (R}, MNeal Smiylie {R)

Bagots Nominees Pty Lbd — Androw Barnes, Paul Teisselre,
Keith Taylor {Williarn Giesbers {A)), Peter Lewinsky, Rickhard
Englardd {R), Neal Sraylie (1)

Beacon Investment Management Sesvices Ltd — James
Mirsko, Johin de Zwars, Kevin Wid

TOWER Agstrust Building Pty Ltd - Andrew Barnes, Keith
Taylor (William Giesbers (A, Geoffrey Herborn (R}
Australian Wealth Management Lid - Keith Tavior,
William Ciesbers, |ames Minkto, Andrew Barnes

Gisclosure of interest by TOWER subsidiary
company Directors

During the financial year, subsidiary company Directaors
disctosed interests in the following entities pursuant ta
section 140 of the Compaines Act 1993,

P Lewinsky
Director — Hedflex Holdings Lid, Western Healtk, Vital
Capitalf Lid, Dalsey Pry Ltd.



TOWER Subsidiary Company Directors’ Remuneration and Benefits
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* Uingludes retirement payment 7

279,369,

Donations
During the financial year, the TOWER Group paid NZ3$37,661 in donations to various charities and
organisations.

Annual Meeting of TOWER Limited Shareholders

TOWER Lirnited's Annual Meeting of Shareholders will be held at Elferstie Convention Centre, Auckland,
New Zealand on Thursday 10 February 2005,
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Auditors’ Report to the shareholders of TOWER Limited

We have audited the financial stalementis on pages 1 1o 36. The financial statements provide information about the past financial
performance and cash flows of the Company and Group for the year ended 30 September 2004 and their financial position as at that date.
This information is stated in accordance with the accounting policies sef cut on pages 5 1o 11.

Directors’ Responsibilities

The Company's Directors are responsible for the preparation and presentation of the financial statements which give a true and falr view of |
he financial position of the Company and Group as at 3¢ Seplember 2004 and thelr financial performance and cash flows for the year ended

Auditors’ Responsibilities

We are responsible for expressing an independent opinion on the financial siatements presented by the Direclors and reporting our
opinion 1o you.

Basis of Opinion

An audit includes examining, on a test basis, evidence relevant 1o the amounts and disclosures in the financial statements.
1 aiso includes assessing:

a} the significant estimates and judgements made by the Directors in the preparation of the financial statemenis; and

b} whether the accounting policles are appropriate to the circumstances of the Company and Group, consistently applied and
adeguately disclosed.

We conducted our audit in accordance with generally accepted auditing standards in New Zeatand. We planned and performed our audit so
as to obtain all the information and explanations which we considered necessary o provide us with sufficlent evidence to give reasonable
assurance that the financial statements are free from material misstatements, whether caused by fraud or error. In forming our opinion we
also evaluated the overall adequacy of the presentation of information in the financial statements.

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

We have obtained all the information and explanations we have reguired.
n our opinion:
a} proper accounting records have been kept by the Company as far as appears from our examination of those records; and
b} the financial statemenis on pages 1 to 36:
iy comply with generally accepied accouniing practice in New Zealand; and

{il}  give a rue and fair view of the financial position of the Company and Group as at 30 Seplember 2004 and their financial
performance and cash flows for the year ended on that date.

Our audit was completed on 16 November 2004 and our ungualified opinion is expressed as at that dale.

Chartered Accountants Wellinglon



FOR THE YEAR ENDED 30 SEPTEMBER 2004

Sroup : Compeany H
: 2004 2003 2004 2003 ;
Note | NZF00G | NZZODR NZFO00 NZECOE
het premium income ] 478,51 447,286 - -
nvestment income 2 393,452 223,764 7,347 {219,824)
| Fee and other income 3 175,139 167,082 - -
. Total operating revenue 1,047,182 838,132 | 7,347 (219,824)
. Payments to poficyholders 4 282,026 | 293,347 ; i
Change in policyholder liabilities 5 177,266 26,136 - -
Management and sales expenses 6! 450,077 460,171 3,225 3132
Amortisation of goodwill and intangibles i &,74% 148,562 - -
Investment expenses 9,611 1,503 - -
Total operating expenses 925,729 : 939,719 3,225 3,132
Operating surplus/{deficit) before financing costs 121,453 (101,587 4,122 {222 956)
. Financing costs 6 (16,244) (31,025) . -
i Surplus/(deficit) before taxation 105,209 (132,612)° 4122 {222,956) |
| Taxation expense/{credit) 7 50,473 16,234 (868) 1174
i Net surplus/(deficit) : 54,736 | (148,846 4,990 {224,130) |
Met surplus attributable to minority interasts 8 {143} [ERD] - -
Net surplus/{deficit) attributabie to Shareholders 54,593 : {148,857) 4,990 ¢ (224,130) |
: : MNZ cents MNZ cents
| Earnings per Share 3t 13.37 ¢ {74.48):

{ The Staternent of Accounting Policies and the Motes Eo the Financial Staternents form part of, and are to be read in conjunction with, these Financial Statements.
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AS AT 30 SEFTEMEER 2004

Sroup : Compeany
: 2004 2003 2004 2O03 ;
Mo NEZEOOG NZEOGE NZEIGD NIFGGRG
| Cash 37,523 34,186 107 : 2
| Accounts receivable 8 245,685 210,965 403,759 378,120
Fixed interest securities 91 2,166,625 1 2,27225) - .
| Equity securities 9 1,451,824 1,447,345 L ;
| Property investments g 333,730 259,053 - -
Other investments g 467,347 448,416 441,717 41,717
| Taxation receivable 5 60,471 90,401 | 1,182 17,263
Other current assets : 12,116 6,468 - .
Property, plant and equipment 13 88,599 110,057 - -
 Deferred tax benafit 7 11,769 42,029 : . -
| Goodwill and intangibles 10 72,539 83,211 2 -
Total assets . 45948228 @ 5,004,382 846,765 837,102 |
| Accounts payable 14 391,550 0 361,005 1,186 913
Bank overdraft and senior debt 15 10,610 86,155 _ o
nsurance provisions 16 237,448 222325 - -
. Other liabilities 17 29,281 29,442 . ;
 Poficyholder liabitities 5 3,282,940 L 3,420,987 - y
| Capital Bonds/Notes 15 200,000 125,000 2 -
Total Babilities 4,151,829 © 4244714 1,186 913
" NET ASSETS 796,399 759,668 845,579 836,189
Represented by: : : : :
| Equity share capital 18 0 1,040,340 | 981,186 . 1,040,340 | 1,035,940
 Retained earnings 18 (157,322 (1731 59)§ (194,761} (199,751)
 Resarves 18 (94,274) (48,386) S -
| Minority interests 18 7,655 37 o .
" SHAREHOLDERS' EQUITY 796,399 759,668 845,579 836,189
NZS NZS
hiet asset backing per Share. 1.93 ¢ 1.90 ¢
| Gearing® 20.91% ° 21.75% °

Moter (1) Genving is detined o o1l delit o foral detit plus equity

The financial statements were approved for issue by the Board on 16 November 2004,

@yiq//g DQLCL/«:,« /?_X, O

{ Chairman Director

{ The Staternent of Accounting Policies and the Motes Eo the Financial Staternents form part of, and are to be read in conjunction with, these Financial Statements.
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FOR THE YEAR ENDED 30 SEPTEMBER 2004

Qroup : Company
5 2009 2003 2004 2003
Mot WNEEOOG NZFQGE MNZFOGD NZFGOE :
Net surplus/{deficit) for the year, comprising: 5 5 :
 Parant Shareholders’ intarest _ 54,593 0 (148,857 4990 1 (224,130)
| Minority interests 18 143 17 o .
; 54,736 (148,846) . 4990 (224,130
Other recognised revenue and expenses : :
Maoverment in foreign currency translation reserve (45,888); (6,01 S); - -
Total recognised revenue and expenses 8,848 (254,861); 4,990 : {224,130
Sale of treasury stock : 16,008 - - -
. Shares issued 18 4,400 0 199,968 : 4400 1 199,968
Sale of rights issued orn holdings in TOWER Limited Shares 18 - 2,722 s -
Reclassification of holdings in TOWER Limited Shares 18 - {54,754} - -
Minority interasts 18 7,475 - - -
Movements in equity for the year 36,731 ¢ {6,925 9,390 : {24,162)
Opening equity : : :
 Parant Shareholders’ intarest 750,631 . 766,567 @ 836189 . 860,351
Minority interests 37 2 - -
: 759,668 - 766,593 836,189 860,351
Equity at end of year, comprising: : :
Parant Shareholders’ interest 788,744 759,631 ¢ B45 57% 836,189 .
Minority interasts 7,655 37 _ -
' 796,399 759,668 845,579 836,189

{ The Staternent of Accounting Policies and the Motes Eo the Financial Staternents form part of, and are to be read in conjunction with, these Financial Statements.
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Qroup : Company :
g 2004 2003 | 2004 2003 |
Note NEZEOOG NIEOGE NZEQGE NEZFGGRG :
| CASH FLOWS FROM OPERATING ACTIVITIES
; Cash was provided from/(applied to): : :
Premiums received 962,240 806,314 - -
' Interest received 121,012 135,870 : 556 2,309
| Dividends received 52,765 40,182 ; ;
. Investrent income 53,388 24,025 - -
hon-life company operating income 166,565 ¢ 157,367 - -
. Payments to poficyholders (923,951) (824467 L ;
. Payments to suppliers and employees (468,917) (414,958 (2,952) (3.251)
| Interest paid (13,130) (25,801) - ;
Income taxation received/(paid) _ 12,684 (23,819} 868 {4,444)
Net cash flow from operating activities 2t (37,344): {125,287 {1,528) {5,386)
CASH FLOWS FROM INVESTING ACTIVITIES :
Cash was provided from/(applied to):
Sale of investmentst! : :
 Fixed interest 37,196 15,610 ; ;
Proparty (53,503}? 236 - -
| Equities 60,071 | 132,992 - -
Disposat of subsidiary - 24,334 - -
{Purchase)/sale of property, plant and equipment {51 ?3); {15,747} - -
Net cash fiow from investing activities 38,591 157,425 - -
CASH FLOWS FROM FINANCING ACTIVITIES
Cash was provided from/(applied to): :
lssue of equity share capital 5 - 202,690 - 202,690
. Issue of Capital Notes 15 75,000 - - .
Boreowings (repaid) ' (78,729) (305,977) . .
Borrowings received - 79,189 - -
. Sale of treasury stock 12,031 i - -
| Met advances to subsidiaries . ; 1,633 (198,727)
Net cash flow from financing activities 8,302 {24,098) 1,633 3,963
" Net increase/{decrease) in cash held 9,549 8,040 | 105 0,423y
| Cash at beginning of year 27,220 19,330 | 2 1,425
Effect of exchange rate change on foreign currency balance {1,306} {150} - -
" Cash at end of year 35,463 | 27,220 07 2
Comprising: : :
| Cash at bank : 37,523 34,186 : 107 2
Bank overdraft 15 (2,060} (6,966) ° S -
" Cash at end of year ' 35,463 27,220 | 107 z

Moter (1) TOWER considers Ehal knowisdge of gross recelpts and poavenents i not essentiol to underslanding ertain ockivities of TOWER e # fs consitersd occegtoble o reaort only 1he net chirges

in cerst flows for Biese deens. This s based o the fiacf thot gither, the turraver of these fems 1S quick, the arbounts ore lorge and the rcghities are short or in the case of praperty, plur and

© equipnent the wirlue of the sales are fmmaterial.

{ The Staternent of Accounting Policies and the Motes Eo the Financial Staternents form part of, and are to be read in conjunction with, these Financial Statements.
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FOR THE YEAR ENDELY 30 SEPTEMBER 2804

{ REPORTING ENTITY
The financial statements for the ‘Company’ are for TOWER Limited as a separate legal entity. The consolidated financial statements for the 'Group'’ are

for the economic entity comprising TOWER Limited and it's subsidiaries.

BASIS OF PREPARATION OF FINANCIAL STATEMENTS
These financial statements have been prepared in accordance with the New Zealand Companies Act 1993 and the Financial Reporting Act 1993 :
The financial statements are based on the general principles of histotical cost accounting, modified by the revaluation of certain assets and liabilities as .

statedt in the specific accounting policies below.

SPECIFIC ACCOUNTING POLICIES

Basis of Consolidation

The Group finandial statements incude the financial statements of TOWER and all of its subsidiary companies which have been consolidated using the

purchase method. The results of any subsidiaries acquired during the year are consolidated from the effective dates of acquisition.

Subsidiaries of the fife insurance companies have been consolidated in accordance with Financial Reporting Standard 34 “Life Insurance Business”.

The difference between the net assets of those subsidiaries and their fair value is recorded in the Group Statement of Financial Position as “Excess of

Directors” valuation over net tangible assets”.

 Whete the holding company ceases to be a life insurer, the difference between the subsidiary’s niet assets and the subsidiary’s fair value as at that date
is analysed between goodwill and intangible assets, and these amounts are amortised over the following periods:

; - Intangible assets 12 - 15 years

: - Coodwill 3 - 20 vears

The principal trading subsidiary companies are detailed in Note 11 Subsidiary Companies.

i Al intercompany transactions and balances are eliminated on consolidation.

Investments in Subsidiaries

Life company subsidiaries are recorded at net market value. The net market value of investments in subsidiaries is determined on a Company by
Company basis according to the method assessed by the Directors to be the most appropriate to the underlying business of the subsidiary and having
regard to its individual circamstances.

Companies that are not subsidiaries of life companies are carried at amortised cost.

Voluation of Investments

nvestment assets included in the financial stalements are recorded at net market value as determined by the financial markets where such values are
E readily ascertainable. For some asset categories, where market values cannot be so determined, specific valuation procedures have been adopted as

! detailed below. All valuations are at the reporting date.

Properties owned by the life companies are shown at net market value, supported by an independent valuation. The properties are valued six monthiy.

investment Income

Dividends, property income, interest, realised gains/flosses and unrealised gains/iosses on investment assets are brought to account in the Statement of
Financial Performance as follows:

| Dividends

Dividends are recorded as income at the date the shares become "ex-dividend”.

Property Income

Property income is recognised on an accrual basis.

interest ncome

Interest income is recogrised on an accrual basis.

Realised Goins/losses on investment Assets

Realised gains/lpsses on investment assets represent the difference between the carrying amount and the sale price which are brought to account
through the Statement of Financial Performance.

Unrealised Goins/Losses on fnvestment Assets

Unrealised gains/losses on investrment assets are brought to account through the Statement of Financial Performance.

For those investments purchased in the current financial year, unrealised gainsflosses on investment assets reprasent the difference between the
purchase price and the market value at the end of the year. For those investments purchased in previous years, unrealised gains/losses are the

difference between market value at the beginning and end of the current financial vear.
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Premitm Incorme

Premiums on life insurance business are separated into their revenue and deposit components. Only those amounts earned by providing services and
bearing risks are treated as revenue. Other premium amounts received are similar to deposits and are recognised as an increase in policy Habilittes.
Where it is not practicable to split out the two components ali premiums have been recognised as revenue. Where policies provide for the payment of
amounts of premiums on specific due dates, such premiums are recognised as revenue when due. Unpaid premiums are recognised as revenae only
during the days of grace or where secured by the surrender values of the policies concerned. Other premiums are recognised as revenue on a cash
received basis.

Unearned premiums on general insurance business represent the portion of premiums on policies written in the current vear, relating to cover
provided in a subsequent period. For inward treaty reinsurances accepted, the amount has been calculated in accordance with the terms of

each contract.

Cloims Expense

Claims are separated into their expense and withdrawal components when a valid claim is received. Claims paid on risk business are treated as an
expense. Other dalm amounts 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 account and investment linked business are recognised when
the policies concerned cease to participate, in whole or part, in the earnings of the relevant fund. Where it is not practicable to split out the two
components alf claims have been recognised as an expense.

Provision has been made for the estimated cost of all claims notified but not settled at reporting date. TOWER Insurance, and TOWER Health & Life in
respect of its health business, have made additional provision for the estimated cost of claims incarred but not reported at reporting date.

Provision has been made for the estimate of daim recoveries from third parties in respect of general insurance business.

Deferved Acquisition Costs

Superannuation and Metlicol Producis:

The initial planned costs of establishing contracts for certain superannuation and medical products are deferred. These costs are disclosed in Note 9
investment Assets and Note 12 Deferred Acquisition Costs. These costs are amortised over the period of expected future benefit. A comparison to
recoverable value is carried out annually, with any variance below carrying value taken to the Statement of Financial Performance in that year.
General Insurance Products!

A portion of acquisition costs relating to unearned premium are deferred and recognised as an asset, in recognition that it represents a future benefit.
Deferred acquisition costs are measured at the lower of cost and recoverable amount and are amortised over the financial yvears expected to benefit

from the expenditure.

ncome taxation experise is accounted for on the comprehensive basis, using the liability method. A debit balance in the defarred taxation account is
only carried forward to the extent that there is virtual certainty of its recovery.
income taxation benefits arising from income tax losses are recognised only to the extent of accumulated net credits from timing differences in the

deferrad taxation account unless there is virtual certainty of their realisation.

Accounts Receivable

Accounts receivable are shown after making due altowance for amounts considered doubtful.

Reinsurence and Other Recoveries Recefvables

Reinsurance and other recoveries receivable on paid claims, reported daims not yet paid and claims incurred but not reported are recognised as ;
revenue. Recoveries receivable on reported daims not yet paid and claims incurred but not reported are assessed in a manner similar to the assessment :
of outstanding claims. For the general insurance business, recoveries receivable in relation to long-tail classes are measured as the present value of the

expected future receipts, calculated on the same basis as the Eability for outstanding claims.

Outwards Reinsuronce
Premiums ceded to reinsurers are recognised as an expense in accordance with the pattern of reinsurance service received. Accordingly, a portion of

oubwards reinsurance premium is treated at balance date as a prepayment.
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Property, Plant and Equipment and Depreciation
Properties cwrned and occupled by TOWER are recorded at net market value. All other property, plant and equipment is shown at cost and is

depreciated at the following rates:

Office furniture and equipment 5% — 25% straight line
Compater hardware and software 204 — 339 straight line
Returbishrment costs {owned buildings) 10U straight line

wMotor vehicles less an allowance for residual value 204 straight line

Leasehold property improvements Over the term of the lease
Alf items of property, plant and equipment are subject to an annual impairment review. Any adjustments are taken to the Statement of Financial
Performance.

Mo depreciation is charged on properties owned and occupied by TOWER.

Foreign Currency Transactions

Transactions denominated in foreign carrendies are translated into the reporting currency using the exchange rate in effect at the transaction date.
Monetary items receivable or payable in a foreign currency, including forward exchange contracts, are transtated at reporting date at the closing
exchange rate.

Exchange differences on foreign carrency balances are recognised in the Statement of Finandial Performance, with the exception of exchange

differences relating to items hedging investments in foreign subsidiaries which are taken directly to the foreign currency translation reserve.

Derivative Financigl Instruments

in the normal course of business, transactions are entered into involving derivative financial instruments in order to manage TOWER's exposure to risk. |
These include foreign exchange contracts, swaps, financial futures and options. Instruments not taken up as hedging transactions are valued at market ::
rates raling at the reporting date. The resulting gains or fosses are recognised in the Statement of Financial Performance as other investment income.
Derivative financial instraments taken up as hedges are accounted for on the same basis as related exposures.

Collateral is provided where necessary to cover the tisk of the derivative financial instrument. Collateral wilt include cash, mortgages, debentures,

equities and Hnancial covenants.

Tronsfation of Financial Statements of Foreign Operations

Assets and Habilities of independent foreign operations are transiated at the closing rate. At balance date the exchange rate used to translate TOWER's |
Aastralian subsidiaries was MZ31.00 = A$0.9348 (2003 A$0.8735}. Revenue and expense {tems are translated at a weighted average of exchange rates
over the period, as a surrogate for the spot rates at transaction dates. The rate used to translate the resalts of TOWER's Australian operations was

MNZ $1.00 = A3.8871 {2003 AS 0.8245). Exchange differences are taken to the foreign currency translation reserve and recognised in the Statement of
Movements in Equity.

The financial statements of integrated foreign operations are translated in the same way as if the underlying transactions had been entered into by the
reporting erntity itself.

Exchange differences on monetary labilities designated as a hedge against investments in independent foreign operations are taken to the foreign
currency translation reserve and recognised in the Statement of Movements in Equity to the extent that they are offset by the exchange differences on

the net investments,

Statement of Cash Flows

The following are the definitions of the terms used in the statement of cash flows:

{a} Operating activities include all transactions and other events that are not investing or financing activities.

{by Investing activities are those activities relating to the acquisition, holding or disposing of property, plant and equipment and of investments.
Investments can include securities not falling within the definition of cash.

{c} Financing activities are those activities that result in changes in the size or composition of the capital stracture. This includes both equity and debt
not falling within the definition of cash. Dividends paid in relation to the capital structure are indluded in financing activities.

{cfy Cash is considered to be cash on hand and current accounts in banks, net of bank overdratts.
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SUMBARY OF SIGNIFICANT ACTUARIAL METHODS AND ASSUMPTIONS — LIFE INSURANCE BUSINESS

Policyholder Liabifities

Policyholder liabilities for life insurance business have been determined in accordance with Actuarial Standard 1.03 issued by the Life Insurance

¢ Actuarial Standards Board for TOWER Australia and Professional Standard Mo.3 “Determination of Life Insurance Policy Liabilities” issued by the New
Zeatand Society of Actuaries for TOWER Life, TOWER Life (N.Z.} and TOWER Health & Life. The standards require that the policyholder Habilities be
calcalated on the basis of best estimate assumptions and in a way that allows for the release of planned margins essentially as services are provided to
policyholders.

| The policyholder liability is the amount which, together with future premiums and investment earnings, s expected to:

{i} meet the payment of future benefits and expenses; and

{iiy provide for future profits,

| Actuarial reports on policyholder liabilities and prudential reserves are prepared for each period at the respective balance dates. The Chief Actuary,
Herwig Raubal, FIAA, FNZSA has calculated policyholder liabilities in New Zealand for TOWER Life, TOWER Life {NZ} and TOWER Health & Life, and
the Appointed Actuary, Megan Beer, FIAA has calculated policyholder liabilities for TOWER Australia. The actuaries are satisfied as to the accuracy of

the data from which the policyholder liabilities have been determined.

Voluation Approgach

The profit carriers used for the major product groups in order to achieve the systematic refease of planned margins were as follows:

Maojor Brocuct Groups Methodd Profit Coeeiers
Both Austrafia and New Zealond
Traditional participating Projection Cost of supportable bonuses

Traditional non-participating, renewal and level term and Projection Expected death daims

mortgage repayment insurance
Annuities Projection Expected anndity payments

tnclividual lump sum life insurance risk {life, temporary and permanent Projection Expected claims

disability and trauma} and disability income protection insurance

New Zeoland

Non-participating investment account Accumulation

thvestment linked Accumulation

Group risk insurances and renewable insurances Cash flow

Austrolic

Participating investment account Projection Cost of supportable dividends
Non-participating investment account Projection Investment income
nvestment finked - Stat Fund 2 Accumulation

nvestment linked - Stat Fund 3 Accumulation

Group risk insurances and renewable insurances Cash flow

Group salary continuance - open claims Projection
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i Disclosure of Assumptions

in the assumptions:

fieguriredt Assurnpbion

o Bosis of Astumiption

| The following table summarises tha key assumptions used in the calculation of policyholder labilities, togather with notes on any significant changes

Sigriificanl Chiges

Biscount rates

The discount rates assumed in calculating policyholder
Habilities were derived from the expected fong term average
rates of return for the relevant asset pools based on a neutral
asset mix for each pool. Discount rates assumed are net of

¢ taxation and investment expenses.

September 2004
September 2003

¢ The discount rates used are as follows:

New Zealand Australia

3.5% to 5.6% 2.59% to 7.4%

3.7% to 5.8% 3.0% to 7.2%

o current fevels.

tnflation A specific allowance for each country reviewed annually. New Zealand Australia
| September 2004  2.0% 2.5%
| September 2003 2.0% 2.5%
Benefit indexation is before allowance for the proportion of Benefit Indexation
policyholders whe take up indexation. September 2004 2.0% 2 7%
: September 2003 2.0% 2.3%
Future expenses Future maintenance expenses have been set based on None
experience analyses conducted by the various companies
as well as the actuaries’ expectations of future expense levels.
. Future investment expenses have been assumed to be at
the same percentage of assets under management as
: currently applies.
Rates of taxation Rates of taxation have been assumed to remain at MNone

Muortality - risk products

Standard mortality tables, primarity NZ%5 and NZ97 in
New Zeatand and 1A20-92 in Australia. These are adjusted for
mortality assumed was a minot reduction. Mortality rates :
for Funerat Plan business sold through TOWER Australia

were increased by approximately 12% to reflect recent

| company experience.

The standard mortality table ased for TOWER Health

& Life was updated to NZ97. The overall change in

© years” experience.

Standard mortality tables, primarily PMLEOCTO in New

Mortality — annuities MNaone
Zealand and IM/IF80 in Australia. These are adjusted for .

: company experience.

Disability - lump sum Based on past reinsurer experience and adjusted for differing

product definitions. Some wholesale schemes use specific

;. compary experience.

. None

Disability income

CIDA tables used in New Zeatand and IADES-93 tables
¢ in Australia. These are adjusted for company experience.
Specific company experience is used for certain wholesale

¢ schemes.

. For TOWER Australia, incidence rates were reduced,
. while termination rates were increased at shorter claim

durations and reduced at longer claim durations.

i Discontinuances

Discontinuance rates have been assumed to be

consistent with the experience of recent years (before

the demutualisation announcement in the case of

| TOWER Life (N.Z.3).

Assumed discontinuance rates vary by sub-grouping within
a class and vary according to the length of time tranches of

© business have been inforce.

Discontinuarnce rates on level term and most disability
contracts within TOWER Fealth & Life were reduced
by 25% in line with recent years’ experience.
Discontinuarce rates on the current disability product
were, however, increased by 20%. Discontinuance
rates on whole of life and endowment contracts within
TOWER Life {(N.Z.} were reduced by 5%.

| Surrender values

. Surrender values are hased on the current practice of the

: various comparties.

. None

Rates of growth for unit

linked business

Australian unit finked business is valued using gross rates
. depending on market conditions. New Zealand and
¢ Australian non-super unit linked businass is valued on an

¢ accumulation basis,

September 2004
September 2003

The gross rates of growth used are as follows:

New Zealand Australia

£1% to 8.2% 4.5% to 8.2%

£.4% to B.4% 4.5% to 8.0%
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fetpoiredt Assumnbion o Basis of Asturmption ¢ Sigriifivant Chonges

Rates of future Assumed futare supportable bonus rates included in MNone
supportable participating policyholder Habilities were set such that the present value :
benefits of policyholder Habilities, allowing for the shareholders’ right

‘ to participate in distributions, equals the value of assets

supporting the business.

: Distributions are split between pelicyholders and

shareholders with the valuation allowing for shareholders to

share in distributions. The rate of shareholder participation

assumed is generally at the maximum alfowable of 25%

. of the value of bonuses distributed to participating

_ policyholders subject to policy conditions.

Additional policy bonuses will emerge from the assets

representing policyholders’ unvested benefits.

Policy Acquisition Costs

Policy acquisition costs comprise the fixed and variable costs of acquiring new business, including commission, advertising, policy issue and
underwriting costs, agency expenses and other sales costs. Acquisition costs are recorded in the Statement of Finandal Performance.

The actuary, in determining the policyholder Habilities, takes account of the deferral and future recovery of acquisition costs, resulting in policyholder

iabilities being lower than otherwise and those costs being amortised over the period in which they will be recoverable.

Basis of Expense Apportionment :
The apportionment process adopted varies across the life insurance compariies. This section provides a general indication only of the methods applied: :
{iy Expenses that can be directly identifiable and attributable to a particular class of business are not apportioned. Expenses directly attributable to the
ordinary and superanniuation participating and non—participating classes of business are apportioned based on appropriate cost drivers.
{iy Commission expenses that cannot be allocated to a dass of business, for example volume bonuses, are apportioned on the basis of new business
and renewal commissions of each class, allowing for limits implied by the bases of adviser remuneration.
Investment expenses are apportioned to the classes of business on the mean balance of assets under management.
{iv) Other expenses that cannot be allocated to a particular class of business are apportioned to the classes of business based on appropriate
cost drivers, including number of new policies issued and related premiums, number of new units in-force, mean balances of assets under

management, average number of policies inforce and time and activity based allocations.

Solvency Requirements

These are amounts reguired to meet actuatial standards to provide protection against the impact of fluctuations and unexpected adverse
circumstances on the life insurance companies.

The methodology and bases for determining solvency requirements are in accordance with the requiremerts of AS2.03 Solvency Standard” issued by |
the Life Insurance Actuarial Standards Board of Australia for TOWER Aastralia. For New Zealand companies Guidance Noate 5 “Life Insurance Company

Prudential Reserving” issued by the New Zealand Sodety of Actuaries is adopted.

COMPARATIVE INFORMATION
Certain comparative information has been restated so as to provide consistency with the current year disclosures.
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CHANGES iIN ACCOUNTING POLICY
| There were no changes in accounting policy during the vear ended 30 September 2004, However in the previous financial year there were some

i significant changes in policy. These are detailed below:

: Consolidation of Subsitliaries of Non Life Componies

Previously the difference between the net assets of the subsidiary and the Directors’ valuation at the date the holding company ceased to be a life
insurer was included in the consolidated Statement of Financial Position as “Excess of Directors” Valuation over net tangible assets”. The balance was
1 subjected to an annual impairment review with any decreases taken to the Statement of Finandial Performance. Mo recognition was made for any
increase in value,

i Investments in subsidiaries where the holding company ceases to be a Hife insurer are now accounted for as follows in the consolidated finandial
statements:

1) The excess of Directors” valuation over the subsidiaries” net tangible assets recognised as at the date the holding company ceases to be a life
insurer is analysed into its components, being principally value of in-force business and goodwill.

2) The value of in-force business and goodwill are amortised over their period of expected benefit, with effect from the date that the holding

E comparty ceases 1o be a life insurer. The period of benefit is expected to be:

{iy Value of in-force business 12-15 vears

: (i} Goodwill 3-20 years.

This change in accounting policy was applied in the 2003 year with the effect being an increase in amottisation expense and a reduction in net
surplus and shareholders’ funds of $148.4 million in the twelve months ended 30 September 2003, This amortisation expense included $122.2 million

refating to years priot to 2003, There was no effect on cash flows.

Accounting for Investments in TOWER Limited :
Previously investments in TOWER Limited Shares, held to support policybolder Habilities, were accounted for as investments. The company changed its 'E
policy to now account for these investments as a deduction from share capital.

in the 2003 year this change in poficy had the effect of reducing the after tax losses by $32.3 million and reducing share capital by $54.8 million for
the year ended 30 September 2003, The reduction in after tax foss included an amount of $14.1 million relating to years prior to 2003,

i the current reporting period, these Shares were sold. The accounting entries required to recoghise this transaction resalted in a $54.8 million

| increase in share capital and a $38.7 million adjustment to retainad earnings. The net impact of $16.1 milfion reflects the proceeds from the sale.

11
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NOTE 01

Groug : Comgpany

2004 2003 2004 2003 ;

NZEHO0 NZE000 NZEO0 WZFO0D
Life insurance premiums 804 870 H44 484 - -
Less: Deposits recognised as an increase in policy Habilities {478,861} (337,077 - -
Life insurance premiums recognised as revenue 326,018 : 307,407 - -
Ceneral insurance premiums {refer Note 30} 174,134 143,04 - -
Health insurance premiums (refer Note 30} 75,479 63,464 - -
' 575631 333,962 | o -
Less reinsurance ceded {97,040} (86,676} - -
Total net premium income 478,591 : 447,286 - - -

NOTE 62

Qrowp : Cormpany
2009 2003 2004 2003
NZEOOG NZ3000 NZF000 | NZF00B |
Fixed interest : : : ;
Interest 121,132 135,959 556 2,311
. Reafised (losses)/gains (2,463} 36,558 . .
Unrealised (losses)/gains (2,440} (60,873) 2 -
Total investment income from fixed interest 116,229 111,644 556 ¢ 2,311
Equities : : :
. Dividend income 54,704 39,901 L ;
Reatised gains/{tosses) 3,143 ¢ (76,726} S -
Unrealised gains/(osses) 109,779 95,517 . .
Total investment income from equities 167,626 58,692 - -
Property : : :
Rents, interest and recoveries 17,623 19,630 - -
Reatised gains/{tosses) 4,504 8,612 S -
Unrealised gains/(losses) 33,526 1,218 ¢ - -
Total investment income from property 55,653 29460 - -
Change in excess of Directors’ valuation over net tangible 5 : :
assets of subsidiaries owned by fife insurance companies 22,920 (7,079) - -
Other {including foreign exchange} .
. Reafised gains/(losses) 30,587 : 35,957 : 5781 | -
 Unvrealisedt gains/{losses) 443 (4,904) 10 (5,402)
Unrealised write down of subsidiaries - - S {216,733) :E
Total other investment income 31,024 31,047 6,791 : {222 135}
Total investment income 393,452 ¢ 223,764 7,347 {219.824) °

12
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NOTE @

Sroug
2004
NZ300C

investment and management fees 114,415
Trustee sarvices 52,722 ¢
Fund management fees 7038

Other revenue 64

Corrnigeaty :
2064 2003
NZZAGO NZZGOP

2003
NZEOCH

97,321 | - .
62,050 L .
7,564 S .

147 - -

Total fee and other income 175,139

167,082 - -

MOTE 04 |

Qroup
2004
NEEOOG

Life insurance claims 811,008
Lass: Withdrawals recognised as a decrease in policy Habilities {623,539}

Company
2004 2003
MZEDGD NIFQOD

2003 |
NZ500D

741,453 - .
(519,924} : . -

Life insurance claims recognised as expense 187,559 :

Ceneral insurance claims (refer Note 30} 120,222

221,529 - =

96,126 - -
38,135 2 -

Health insurance claims {refer Note 30) 51,481
' 359,262

Less reinsurance proceeds received {77,236}

355,790 E -

(62,443) o .

Total payments to poficyholders 282,026

293,347 - -

13
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NOTE @

14

Groug : Cornigeany
2009 2003 2004 2003
NZEODG NZZOGE NZEOGE NZEGOD
(a) Policyholder liabilities represent:
Value of policy fiabilities - Profection Method : : : i
' Future policy benefits 2,332,611 2,241,439 - .
| Future bonuses 197,930 : 216,587 - .
. Future expenses 615,636 | 545,809 - ;
. Reinsurance 8,249 | 45,362 L ;
 Future profit margins 313,661 252,006 - ;
Future premiums (2,258,993} (1,985,550 2 o
1,200,004 © 1,315,653 | - o
Value of policy fiabilities — Accumulation Method :
 Future policy benefits 2,192,349 1 2,229,593 : - -
Future charges for acquisition expenses {205,408} (214,713} - -
'5 1,086,851 | 2,014,880 | = =
3,195,945 3,330,533 - -
Unvested policyholder benefits 86,995 90,454 - -
Total policyholder liabilities 3,282,940 | 3,420,987 | = =
The movement in policyholder liabilities in the Statement of Financial Pesition does not equal the movement in policyholder liabilities in the
Statement of Financial Performance. A reconciliation is as follows:
E Sroup : Company
2004 2003 2004 2003
WNZE0O0 NZZOGE NZZAGO NZZGOP
Reconciliation of movements in policyholder liabilities : : : i
| Opening balance 3,420,987 1 3,613,071 | - .
Maverment in Statement of Finandial Performance 177,266 26,136 - -
Deposits recognised as an increase in policy liabilities {refer note 1} 478,861 337,077 - -
Withdrawals recognised as a decrease in policy llabilities {refer note 4} {623,539 {519,924) - -
Other adjustments including foreign exchange {1 ?{},635)5 {35,373} - -
Closing balance 3,282,940 3,420,987 - -
{b) Analysis of life insurance results : : : i
. Planned profit margins 35,550 35,251 ; - .
. Experience profits/(losses) (11,405} (39,190) s .
Capitalised loss/{recognition) and reversal {(25) {7,782} - -
investment earnings on assets in excess of policy liabilities of life companies 12,059 {5,000} - -
Operating profit /{deficit} after tax attributable to :
sharehelders arising from the fife insurance funds 36,179 {16,721) - -
(c) Policy acquisition expenses - life insurance business: : : :
| Commission 40,752 38,532 - -
Other acquisition expenses 34,783 44,083 - -
(d) Policy maintenance expenses - life insurance business:
Policy maintenance expense 125,808 131,782 . -
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NOTE @

(e) Solvency requirements of life funds

The minimum equity required to be retained to meet solvency reguiremerts over and above the policy liabilities for each of the [ife

| insurance companies in the Group is shown below. The Shareholder equity retained in each of the life insurance companies exceeds

these minimum requirements.

TOWER Life (N2} : TOWER Life : TOWER Austrolic : TORVER Meolih & Life :
2004 2003 2004 2003 : 2004 : 2003 2004 . 2003
WNEFG MZEGGD WNZEDDD MZEGOE NZEDOQ MNZZGOE § NZEO0H0 NZFGOE
. Solvency requitement A 842,990 BABSBY 472,768 383,747 | 2,711,717 | 2848936 70,144 57,443
Reprasented by: : : _ : :
. Policyholder liabilities . BO3G6T . BISA6S . 2991 1,801 | 2,531,081 : 2,627,535 3,364 . 11,446
| Other liabilities 33244 0 27556 2,184 2,488 ©  B4128 92,949 © 9538 @ 4534
| Solvency reserve 8 6,085 5,568 . 467,503 | 379,458 | 96,508 | 128452 | 57,242 . 41,463
Solvency requirement " B42,990 © 848,589 @ 472,768 = 383,747 . 2,711,717 . 2,848936 70,144 57,443
Assets available to meet : : : : : :
 solvency resarve: C 57,398 57,235 516984 462,859 204,240 | 243891 = 63,647 53,690
. Solvency resarve g 6,085 5,568 | 467,593 1 379,458 © 96,508 | 128452 0 57,243 0 41,463
Excess assets
 above required © 51,3130 51,667 © 49391 0 83,401 © 107,732 © 115439 6,404 © 12,227
Requited solvency reserve | (BIABIXI00: 0.7% 0.7% © G036.0% : BB47.2% : 37% 47% 0 4437% @ 259.5%
Coverage of required 5 5 : 5 : : :
1.2 19 11 1.3

solvency reserve /B 9.4 : 10.3 1.1

NOTE 08

Inciuded in total management and sales expenses are the following:
Amortisation of deferred acquisition costs

Bad debts writter; off

Change in provision for doubtful debts
Bepreciation:

: Office equipment and furniture

Motor vehicles

: Compater hardware and software

Directors’ fees

BDonations

Fees paid to auditorsi'

: Audit of financial statements

Audit of trust accounts

: Other assurance related services

Mon-recurting or anusual items:

.; impairment - Computer hardware and software

Restructuring costs

(1} in the previous year PricewoterhouseCongers wos apocinted ouditors, replocing

Qroup
2004 -
NZE090

10,117
40 :
(253)

2,492
248
12,630
809
38

2,176
373 ¢
158

6932
5,708

Dhetoiife Towche Totirniso, The fees poidd o gudifors in the previcus ver inelude the payrients ta both firms.

Inciuded in financing costs are the following:

nterest

14,021

2003 |
NZ5000

7,570
10
(181}

3,089
208
14,166
816
35

2,984
465 |

1,252 ¢

14,781 |
13,027

27,964

Company

2004

NZ5000 |

769

90 :

2003 5
NZECOO

474

90

15
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Groug Company

2004 2003 2004 2003

WNEZQOG MZZAGE MNZFOGG MNZFGGR

Profit before taxation 105,209 (132,612) 4122 {222,936} |

' Income tax at the cusrent rate of 33 cents 34,719 (43,762} 1,360 : (73,576) |

Taxation effect of permanent diferences: : :

: Life insurance companies permanent differences 18,613 23,351 ¢ - -

Australian non life insurance companies tax rate adjustment {524} 4175 - -

Write down of subsidiaries - - - 71,521

: Non life insurance companies permanent differences {2,335} 32,470 (2,228} 3,228 ::
Taxation expense 50,473 : 16,234 {B68) 1,174

The Group taxation expense includes both tax on Shareholder profits and on retarns attributed to policyholders. The rates of taxation applicable

| to significant classes of business are as foltows:

Groug

2094 2008

% %

New Zealand 33 33
Australia

Ordinary life insurance business 30 30

Shareholders” funds 30 30

Superannuation business : :

{via establishment of a Virtual Pooled Superannuation Trust} 15 15

Immediate annaity and current pension business . .

{via segregation as Segregated Exempt Assets) Nit Nit

Other Regions
i Pursuant to New Zealand tax law, tax at 339 is applied against the taxable income of all non-Australian TOWER controfied foreign entities and

i foreign branches except for the Solomon Islands (3596}

Group : Cornpany i
2009 2003 2004 2003
NZFOO0 NZFOGE NZFOOE MZFCDE

Analysis of taxation : : : :
Carrent taxation 20,213 (3,762} {B68B} 1,174

| Deferred taxation 30,260 19,996 - -

50,473 | 16,234 (868) 1,174

Movements in deferred taxation asset : : : : ;
| Opening balance 42,029 : 62,025 . o

Market vafue adjustments {10,464 (18,129} - -
| Other adjustments (19,796} (1,867) 2 -
i Closing balance : 11,769 42,029 - -

The potential income tax effect of all outstanding timing differences in respect of the current and prior perieds not recognised is $11.7 million {2003

| $11.7 miltion). Any subsequent recognition of this tax asset will be substantially offset by an increase in policyholder liabilities. The income tax effect of :

i reafised Australian capital losses net of realised and unrealised capital gains of AUD$16.7 million (2003: $Nif) is also not recognised in the accounts.
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MOTE GF

Group Cornigeany

2004 : 2063 2004 : 2003
NEZEOOG NIFOGE NZFIGD NIZFGGRG
Imputation Credit Account : : : :
| Opening balance 1,000 1,566 - 1,554
Transfer from Policyholder Credit Account - 2,707 - 2,707
| Attached to dividends recelved 42,008 5387 - -
. Taxation paid 315 | 17,876 L 2,162

| Attached to dividends paid - 2% - -
Other including transfers to Policyholder Credit Account (40,985) (26,507) : 2 (6423)

Closing balance 2,338 ¢ 1,000 ¢ - -

The Group Imputation Credit Account reflects the imputation credits held by the Parent as the representative member,

Groug : Cornpany
2004 2001 2004 2003
NZEDOG NZFHOG NZFOOR NIFGRE

Policyhpider Credit Account : : : : i
. Opening balarice ; 27,911 ¢ 17,204 - o

. Previous year's policyholder tax fiability {24,805 (13,093} - -
Transfer to mputation Credit Account - (2,707} - -
Transfer from Imputation Credit Account 10,8 26,507 - -

Closing balance 14,000 : 27911 - N

The Group Policyholder Credit Account enables TOWER Life {N.Z.) to satisfy the income tax liabtlity on the Policvholder income for the year. The
company does this by electing to transfer imputation credits from the Imputation Credit Account to the Policyholder Credit Account subject to a
riumber of tax rules,

The Policyholder tax liability is based on actuarial calculations which are finalised after year end. The balance in the Policyholder Credit Account is
available to meet any Policyholder tax Habifity.

TOWER Limited may elect to attach Australian franking credits on a pro rata basis to any dividends paid after 1 October 2003, The credits arise
from payment of Australian tax by the TOWER Limited Group. These franking credits may potentially be used by Australian resident Shareholders
as credits against their Australian tax liability. As at 30 September 2004 the TOWER Limited Group has available Australian franking credits totafling
AUDS27,408,595 {2003: AUD$22,942,608).

MOTE 08

Sroup : Company

2009 2003 2004 2003

NZZHO0 NZEQ00 WZEO0 | NZEQOD

Reinsurance debtors 26,341 3%,386 - -
Premium debtors and trade receivables 172,472 158,17% - -

| Subsidiaries - - 403,755 377,860 |

| Other receivables 46,872 13,400 - 260

Total accounts receivabie 245,685 210,965 403,759 ¢ 378,120 |
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Group : Cornigeany
2004 2003 2004 2003
NZ39O0 NZEOOD | NZF000 | NZS00D |
Fixed interest securities 5 :
Covernment sacurities 562,450 588,808 - -
' Local authority securities 199,597 - 246,414 ; ;
Loans on mortgages 1,553 : 3,758 - -
Loans on policies 35,579 37,409 - -
. Short term deposits 550,843 515,714 | ; ;
| Other fixed interest securities 672,694 1 577,26 - -
| Multi curcency unit trusts 143,900 302,932 - -
Total fixed interest securities 2,166,625 2,272,251 - -
Equity securities 5 :
 Investments in aquities 850,086 : 607,918 - -
| Multi curcency unit trusts 601,738 839,427 - -
Total equity securities 1,451,824 1,447,345 - - -
Property 333,730 : 259053 - -
Other investments : :
Excess of Directors” valuation over net tangible assets of sabsidiaries 397,727 380,374 - -
| Deferred acquisition costs (Note 12) 69,620 ° 68,042 - ;
i Investment in subsiciaries - - 441,717 441,717
Total other investments 467,347 448,416 443,717 441,717
Excess of Directors” valuation over net tangible assets of subsidiaries comprises:
E Qroup : Company :
2004 2008 2004 2003
NZEOO0 NZEOOO | NZEOOD | NZFO0O |
| Life company subsidiaries: : :
. TOWER Australia Limited 142,919 134,306 ° y y
| TOWER Life (N.Z.) Limited 19,131 16,553 . .
TOWER Managed Funds Limited - {1,801} - -
| TOWER Health & Life Limited 80,896 76,895 ; ;
Bridges Finandial Services Group Pty Limited 140,271 139,340 - -
| TOWER Medical Insurance Limited 14,510 15,081 - -
397,727 380,374 - -

in the previous financial year TOWER changed its accounting policy in respect to investments where the holding company ceases to be a life insurer.

The impact was to reclassify excess of Directors’ valuation over net tangible assets for non-ife company subsidiaries to goodwill and intangibles.

Goodwilt and intangibles are amortised over the expected useful Bife. (Refer to change in accounting policies).
On 30 September 2003 TOWER New Zealand Limited the parent company for TOWER Managed Funds Limited, TOWER Health & Life Limited,

i reclassification of some goodwill and the remaining balance of intangibles back to “Excess of Director’s valuation over net tangible assets”.

18

i Financial Reporting Standard 34 "Life Insurance Business” TOWER Life Limited is required to carry investments in subsidiaries at market value.

| TOWER Medical Insurance Limited and TOWER Australia Limited was renamed TOWER Life Limited and commenced business as  life insurer. Under

in the Group Statement of Financial Position the excess is classified as "Excess of Director’s valuation over net tangible assets”. This resulted in a
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MOTE G2

Reconciliation of movement in Excess of Direciors valuation over net tangible assets of subsidiaries comprises:

Sroup : Company

2004 2003 2004 2003

WNZEOAG NZEOGE MNZFOGD NZFGOR

. Opening balance 380,374 634,317 - ;

Transfer to goodwill and intangibles . {459,129} - -
Transfer from goodwill and intangibles - 214,415 - -
Revaluations of subsidiaries 22,920 (?,{}?9}5 - -
Other movements 13,154 - - -
impact from movement in foreign exchange (?8,?23); (2,1 S{})E - -
: 397,727 380,374 - =

16

Qroup : Company

2004 2003 2004 2003

NZFOOU NZFO00 NZEQOD | NZFO00
Intangibles

Opening balance - - o -

Transfer from Excess of Directors’ valuation over net tangible assets (refer note 9} - 229,224 | - -

Carrent year amortisation - (59,404} - -

mpact from movement in foreign exchange - (3,223} - -
Transfer to Excess of Directors’ valuation over net tangible assets {refer note %) - (166,597} - -
Goodwili : : :

Coodwill {gross) at beginning of year 175,563 3,995 . -
Accumutlated amortisation and impact of foreign exchange at beginning of year {92,352} {454} - -
83,211 3,541 - L

| Transfer from Excess of Directors’ valuation over net tangible assets (refer note 93 - 229,905 - -

Disposal of TOWER Trust {N.Z.} - (10,519} - -

i Transfer to Excess of Directors’ valuation over net tangible assets {refer note 9} - {47,818} - -

Carrent vear amottisation {6,749} (89,158} - -
impact from movement in foreign exchange (3,923); (2,740} - -
Uramortised balance at year end 72,539 ! 83,211 - -
Comprising: : _
| Goodwill (gross) 175,563 175,563 - .
Accumutated amortisation and impact of foreign exchange {103,024} {92,352} - -
: 72,539 83,211 : - -

Coodwill and intangibles are amortised over the period of expected future benefit.
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TOWER Limited holds its subsidiary companies under a holding company, TOWER Financial Services Group Limited. All subsidiary companies have a

balance sheet date of 30 September 2004. Principal trading subsidiary companies at 30 September 2004 are as follows:

| Name of Company Holdirigs L Mature of Business

| 2000 | 2003

TOWER Asset Management Limited (NZ3 100% T00% fnvestment management services

TOWER Corporation Moldings Limited 100% TO0% Management services

TOWER Employee Benefits Limited 100% T00% Superannuation management

TOWER Finance Limited 100% 0% lssue of capital notes and bonds

TOWER Health & Life Limited L 100%  100%  Term, disability and medical insurance
TOWER Insurance Limited 100% 0% Fire and general insarance

TOWER Life Limited 100% T00% Life insurance

TOWER Life {N.Z.} Limited 100% TO0% Life insurance and superannuation management
TOWER Managed Funds Limited 100% T00% Life insurance administration and personal
superannuation management

TOWER Managed Funds Investments Limited 100% T100% Unit trust management

TOWER Medical Insurance Limited 100% TO0% Medical insurance

Incorporated in Australia

Beacon Investmert Management Services Limited 100% 30% fnvestment management services

Bridges Finandiat Services Group Pty Limited 100% T100% Master trust and financial planning

Financial Services Partners Pty Limited 60% &0% Bstribution company

TOWER Asset Management Limited (Australia) 100% TO0%, fnvestment management services

TOWER Australia Limited 100% 0% Life insurance and superannuation management
TOWER Trust Limited (Ausiralia) D100%  : 100%  © Trustee services

Buring the year TOWER Limited disposed of its interest in Goldridge Limited. The disposal gave rise to a profitin the Group of $0.5 million which
was reported through the Statement of Finandial Performance. The overall impact of disposing this company was not material to the net assets
of the Group.

in 2003 TOWER Limited disposed of TOWER Trust (N.Z.} Limited which gave rise to a profit in the Group of $3.921 million which was reported

through the Staterment of Financial Performance.

| Summary of TOWER Trust (N.Z) Limited Disposal

Qroup : Compeany
2004 2003 | 2004 2003 |
NZEODG NZZOOE NZFOOR NZZGOP
frivestmerits - 17,770 - -
Carrent assets - 2,579 - -
Other assets - 912 - -
| Carrent Habilities - (533) o -
Met assets disposed of - 20,728 : - -
Gain on sale - 3,921 - -
Cash raceived - 24 649 - -
| Cash disposed of o (315 . -
i Net cash impact of disposal - 24,334 - -
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Sroug Corngeany H
2004 2003 2004 2003
WEFDOT NZZOCE MIEQOO NZZGOP

. Opening balance 68,042 66,087 L ;
| Costs deferred during the patiod 11,695 9,525 - ;
Cutrent period amortisation aen7n: (7,570} : 2 -
Closing balance 69,620 : 68,042 : - -

Groug : Cornpany :
2004 2008 2004 2003
NZEOOE NZEOOD NZFOOE NZFO00

Cost : : :

Properties {at valuatiornjii 59,998 63,614 :

Office equipment and furniture 35,905 43,444 - -
| Motor vehicles 1,237 1,195 : - -
Computer hardware and software 120,067 135,971 - -
: 217,207 241,224 - -

Less accumulated depreciation : : : : ;
Office equipment and furniture 29,343 30,530 - -
| Motor vehicles 901 849 : - .
Computer hardware and software 98,364 99,788 - -
; 128,608 131,167 - _
Met book vaiue 88,599 110,057 ¢ - -

Split by Class: : : :
| Properties® 59,998 | 63,614 :
Office equipment and furniture 6,562 9,914 - a
| Motor vehicles 336 346 - -
Computer hardware and software 21,703 36,183 - -
. Net book vatue : 88,599 : 110,057 - -

Moter (1) The properties ore volued six thorittily, As of 30 3eplember 2004 the volurtions were undestaken by OB Richard Eiils Liited for Mew Zeddond properties ond Collers Intecnationol

Corsuitiney and Vidurtion Pty Limited for Auskiolion properties.
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Group Corngeay
2004 : 2003 2004 2003
NEZEOOG NZFOGE NZFHGD i
. Trade payables 134,089 145,999 1,186 °
. Holiday pay 9,734 : 10,605 : L ;
Provisions {other than insurance provisions) 2,079 6,112 - -
Accrued investment purchases 218,049 169,315 - -
| Other payablas 27,599 28,974 2 -
Total accounts payable g 391,550 | 361,005 1,186 | 913

As at 30 September 2004 accrued investrment purchases indude a contracted forward settlement for $158.2 million of Government stock

{30 September 2003 $161.0 million). The asset is recognised under Government securities within note 9.

Qroup : Company H
2004 2008 2004 2003
NZEODG NZEDGE NZEOGE NZZGOP
Restructuring provision : : :
| Opening balance § 3,541 3,639 - -
. Additions 876 . 3,351 . - -
. Amount used (3,551} (3,449) : . .
i Closing balance : 866 3,541 - -
This provision primarily refates to the cost of redundancies. These amounts are expected to be settled within one year.
Group : Corngany
2009 2003 2004 2003
NZEOOG NZEOOD | NZF000 | NZEO0D
Excess lease provision : :
. Opening bafance § 2,571 1,241 - -
| Additions - 1,337 - -
| Amount used {1,358y 7 y y
i Closing balance : 1,213 ¢ 2,571 - -

As a result of Group rationalisation certain office accommodation leased by the Group companies is no longer required. The amount 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 five years.
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Groug : Corngeany
2004 2003 2004 2003
NZEOOE NZEDOD NZEOOD NZEGOO
(i} Senior Ranking Borrowing : : : : :
| Overdraft 2,060 6,966 . -
. Other borrowing 8,550 79,189 2 -
: 10,610 86,155 ! - -

Overdrafts are secured by guarantees provided by TOWER's principat holding companies.

Other borrowings as at 30 September 2004 comprise a long term loan facility within Financial Services Partniers Pty Limited that is partially drawn
down. At 30 Septemnber 2003 Other Borrowing comptised a revolving cash advance facility of NZ$28.3 million and a A$45.0 million Bank Accepted
Bilf Facility. These were fully repaid in August 2004,

Groug : Cornpany :
2004 2003 2004 2603 |
NZ3090 | NZ3000 | NZFOOD | WZFG0D
i (iiy Capitai Bonds/Notes : : : :
i Capital Bonds 125,000 : 125,000 - -
Capital Notes 75,600 - - -
200,000 125,000 | - -

Capital Bonds

On 19 March 2002 TOWER Finance Limited, a subsidiary of TOWER Limited, issued a prospectus offering $125 mitlion of unsecured, subordinated
Capital Bonds {the Bonds). The issue was fully subscribed. The Bonds are non-cumulative debt securities of TOWER Finance Limited, and are
convertible into TOWER Limited Shares in certain circumstances. TOWER Limited provides a subordinated guarantee for these Bonds.

On the first election date of 15 Qctober 2007 a Bondholder may elect to:

13 retain some or all of the Bonds at the new interest rate and/or

2) request the company to seff some or alt of the Bonds at the issue price on the election date using the resale facility established by the company for
E that purpose.

| The Bonds had an issue price of $1.00 and interest will be paid quarterly in arrears at a fixed rate of 8.75% until the first election date of 15 October
2007 Interest on the Bonds will be paid in priotity to dividends paid on TOWER Limited ordinary Shares.

in certain circumstances, Bondholders may require that some or all of their Bonds be converted into TOWER Limited Shares:

1) on any election date but only in respect of any Bonds which the Bondholder requested TOWER Finance Limited selt but which were not sold
through the resale facility at the issue price; or

2) if a Takeover {as defined in the Capital Bonds Trust Deed) of TOWER Limited occurs.

TOWER Finance Limited may also convert all Bonds on issue into TOWER Limited Shares:

1) on any election date

2) where the TOWER Finance Limited Board resolves that a change in law or the application or interpretation of any law risks exposing TOWER

: Limited to more than a negligible increase in costs {including for example tax} or impose unacceptable additional requirements in respect of the
Bonds; or

3y where the aggregate issue price of Bonds on issue is less than $30 million.

Funds raised from the Bond issue were used to repay senior ranking borrowing.
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Capital Notes

! On 18 june 2004 TOWER Finance Limited, a subsidiary of TOWER Limited, issued a prospectus offering $60 million of unsecured, subordinated
Capital Notes {the Notes) with an additionat $20 million over subscription permitted. $75 million was subscribed. The Notes are non-cumulative
debt securities of TOWER Finance Limited, and are convertible into TOWER Limited Shares in certain circumstances. TOWER Limited provides a
subordinated quarantee for these Notes.

| The Notes had an issue price of $1.00 and interest will be paid quarterly in arrears at a fixed rate of 8.65% until the first election date of 15 October

i 2009, Interest on the Notes will be paid in priority to dividends paid ore TOWER Limited ordinary Shares.

On the frst election date of 15 October 2009 a Moteholder may elect to either:

11 retain some or all of the Notes on the new conditions; or

2) convert some or all of their Motes to TOWER Shares {dependant on the approval of Shareholders).

Daspite a Noteholder's efection, on the election date the company may elect to redeem or purchase for cash some or all of the Notes at their issue
price together with interest due. If it wishes to only redeem or purchase part of the Notes, it must do so on a pro-rata basis. i
i Noteholders are unable to convert Notes to TOWER Shares, the company will efect whether to compulsorily redeem or parchase Notes, or deemn the
hiotes rofled over for a further period of not more than two vears at the market rate.
At the end of that period, Noteholders may:

1) require the company to redeem or purchase some of their Notes; or

2y accept new conditions to apply to some or all of their Notes,

Funds raised from the Notes issue were used to fully repay senior bank debt {refer note 15 {i}).

Maturity Analysis
; Lo
Effective 2004 Eifective 2603
Interest rute | NZZOG0 | Initerest rote WNZ5G00
| Mataring within 12 months : : 2,060 | 5.30-7.80% | 6,966
i Maturing 12 to 24 months - - - -
i Maturing 24 to 36 months - - 6.40-6.60% 79,189
. Maturing over 36 months © B.25-8.75% 208,550 8.75% : 125,000 |

210,619 g 211,155

Sroup : Compeany
2004 2003 2004 2003
NZ50O0 NZ3OOD | NZ5000 | NZF000 |
Unearned premiums - fire and general 83,616 75,144 - -
| Unearned premiums - heaith and disabifity 12,202 10,457 - -
QOutstanding claims - fire and general 63,402 57,195 - -
. Outstanding claims - fife, health and other 78,228 79,329 2 -
Total insurance provisions 237,448 222,125 - -

Sroup : Company
2004 2063 2004 2003
NZSO0 NZSOUD NZEQOG NZFOU0 |
| FuturePlan Debenture 17,404 16,627 - -
. Other 11,877 12,815 - -
! Total other liabifities g 29,281 29,442 - -

TOWER Life {N.Z.} Limited has issued a debenture to the TOWER FuturePlan. The debenture is maintained as a separate fund within TOWER Life (N.Z.}

i Limited. Interast on the debenture is directly linked to the investment earnings of this fund. The debenture has no fixed repayment term.
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Equity share capital - ordinary shares

Qroup : Compeany H

2004 2003 2004 2003

WNZEOOG NZZOGE NZZARC NZZGOE

. Opening balance 981,186 835972 1,035940 835,972
. Shares issued during the year 4,400 199,968 4,400 199,968 |
| Redlassification of holdings in TOWER Limited Shares 54,754 (54,754} - -
- Closing balance © 1,040,340 981,186 : 1,040,340 : 1035940

Represented by

Mumber of shures on (ssue MNumiber of shires o e

Fully paid Shares : : : :
. Opening balance | 400,051,740 © 175,636,080 : 409,819,692 i 175,636,080 |

| New issues | 2,598,516 . 234,183,612 | 2,598,516 . 234,183,612
| Reclassification of holdings in TOWER Limited Shares © 9,767,952 1 (9,767,952) - -

412,418,208 | 400,051,740 | 412,418,208 | 409,819,692

in December 2003 all TOWER Companies holding Shares in TOWER Limited, sold these investments. This resuited in a $54.8 million increase in share
capital {refer Changes in Accounting Policy).

in july 2004 TOWER issued 2.6 million Shares to Credit Union Services Corporation {Australia) Limited {CUSCAL), as additional consideration for the
purchase of Bricdges Financial Services Pty Limited in 2000, Under the sale and purchase agreement there was an obligation on TOWER to issue shares
if the Funds under Management exceeded a certain growth triggen

in the previous year, TOWER Limited raised a net $200 million through a rights issue of 234.2 million Shares. The rights ssue was a renounceable,
tradeable {ssue of four new Shares for every three Shares held, at an issue price of NZ30.90 each. The rights issue was fully underwritten by

Cuinness Peat Group plc.

Alf Shares rank eqgually with one vote attached to each share.

Sroup : Compeany :
2009 2003 2004 2003
WNZE0O0 NZZOGE NZZAGO NZZGOP
Reserves : : : _ :
Foreign currency transiation reserve (94,2?4); (48,386); - -
Retained Earnings : ;
Opening batanice {173,169} (27,034) (199,751} 24,379
| Met surphus(deficit) after taxation 54,593 0 (148,857): 4990 (224,130)
Sale of rights issued on holdings in TOWER Limited Shares - 2,722 - -
Treasury stock adjustment (38,?46); - - -
Closing balance g (157,322)’ (173,169) {194,761} £199,751)
Minority interests : : .
Opening balance 37 26 - -
. Finandial Services Partners Py Limited 5,131 o - -
hiational Pacific Insurance Limited (Samoa) 2,387 - - -
Other including impact of foreign exchange (6); - - -
Shiare of surpluses in subsidiaries 143 11 - -
. Sale of Goldridge 37 - o .
" Closing balance : 7,655 37 = -

The Investments made in Financial Services Partners Pty Limited and National Pacific Insurance Limited are not material to the overall net assets

of the Group.
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Maturity Analysis of Monetary Assets and Liabilities — Group

| 2004 Effuctive 012 12.2¢ 24.60 Over 60
: Irttgrest manghs months smonhs months
Rote MEEGRER i NZEODD MNZEGRD NEZE00])

Total
MNZFGOE

Covernment securities 5.48% 25,344 4,542 51,544 481,020 562,450
| Local authority . 669% . 18392 0 20,503 0 76482 84220 1 199,597
. Loans on mortgages  875% 423 127 549 454 1,553
. Loans on policies 1000% . 34,494 4 4 w77 35579
. Short term deposits  532% 550,476 i 213 154 | 550,843
| Other fixed interest securities . 6.30% 132,180 | 61,869 302,609 | 176036 672,694
| Multi curcency unit trusts . 471% . 105,508 - - 38401 . 143909

Total assets g 866817 | 87,045 . 431,401 | 781362 2,166,625

. Capital Bonds o oBs% - S -0 125,000 125,000
| Capital Notes L 8.65% - - - 750001 75000
| Other borrowings ‘B.OU6-B3% ¢ 2,060 - -1 8550 10,610

Total Babilities g T 2,060 iy - 208550 | 210,610

2003 Effective 012 12.24 24.60 Over &0
: Iriggrest mionths months months months Total
fote | MZEODD | NZSOOO0 | NZEOOD | NZEOUO NZS0OO |

| Government securities © 602% . 34865 48640 . 73,164 432,229 . SB8E9E
' Local authority O 592% 0 2,445 0 32,941 0 104914 106114 | 246414
| Loans on mortgages L oa00% . 1,591 564 605 998 | 3,758 |
. Loans on policies - 10.00% 24,690 3,861 3,861 | 4997 | 37,409
. Short term deposits © 524% . 511,485 0 2751 0 1146 3320 515714
| Other fixed interest securities . 583% . 55488 | 146717 . 252,729 0 122,192 . 577,126
| Multi curcency unit trusts | 400% . 145506 . 8,844 . 31,839 | 116743 . 302,932

Total assets g 776070 | 244,318 @ 468,258 = 783,605 & 2,272,251

| Capital Bonds . 875% - - - 125,000 0 125,000
| Other borrowing 5306-7.8% ¢ 6,966 -1 79,189 -1 86155

. Total Habilities : L 6,966 ¢ -1 79,189 © 125000 : 211,155

All other interest insensitive monetary assets and liabilities are due or payable in 0 - 12 months,

Fair Value of Financiat Instruments

The fair value of the $125 millien Capital Bonds as at 30 September 2004 was $125.8 million {2003: $119.1 million). The fair value of the $75 million
Capital Notes that were issued during the year, as at 30 September 2004 was $75.8 million.

Al other financial assets (other than investments in subsidiaries) and liabilities are recorded at values which approximate fair value,
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Foreign Carrency Denominated Asset and Liabilities

Assets and labdities not hedged Grisup :
Af it 30 Seplecnber 2004 Assgts Lihilities Met Exposure
: : NZEOOR NZZO60 NZFOOG
| Exposure to Australian doflars D3,394,934 1 2,674,602 720332
Exposure to other currencies 55,635 49,057 14,578
As orb 30 Seplecnber 2003 Assets Libilities Net Exposue
i NZFOAG NZZOGE NZZQRD
| Exposure to Australian dollars © 3465416 0 2,814,571 650,845

Exposure to other currencies 75,024 63,710 11,314

i Concentration of Credit Risk
Concentrations of credit risk arise where TOWER is exposed to the risk that a party may fail to discharge an obligation. The only significant

concentrations of credit risk are cutlined below.

Qroup : Compeany H
2004 2003 2004 2003
Corryini value Corrping volue Corrrpivig volue Carrying value
NZ500E | NZsooe | NZ5900 | NZEQOD

Australian government 230,052 ¢ 244,041 . -
Mew Zealand government 322,452 ¢ 344,857 | - -
. Subsidiaries - - 403,759 378120

Additionally, TOWER has normal cdearing house exposures associated with dealings through recognised exchanges and financial intermediaries.

MANAGEMENT POLICIES

Interest Risk

| TOWER manages interest risk arising from external botrowings in accordance with the Board approved treasury policy. This policy allows for the ase of .

i Interest rate swaps. As at 30 September 2004 and 30 September 2003 there were no interest rate swaps in place.
TOWER manages interest risk arising from its interest bearing investments in accordance with Board approved policies based on internationat asset

| management practice.

| Credit Risk
All activities which result in credit exposuare for TOWER are subject to credit risk guidelines. These guidelines have been prepared on the basis of

prudent international asset management practice. Regular reviews are conducted to ensure adherence to these policies.

. Currency Risk
TOWER's Board sets limits for the management of currency risk arising from its investrents based on prudent international asset management

practice. Reqular reviews are conducted to ensure that these Bmits are adhered to. In accordance with this policy, TOWER does not hedge the currency :

i risk arksing from translation of the financial statements of foreign operations.

Groug Cornpany
2004 2003 2004 2003
WNZE000 NZZOGE NZZAGO NZZGOP
Rent paid under non-cancellable operating leases during the year 10,946 14,136 - -
Rent payable under non-cancellable operating leases to the end ' ' ' '
of the fease terms are: : : : : :
- Notlater than one year 9,809 13,764 - -
e Later than one year and not later than two vears 7,438 6,361 - -
- Later than two years and not later than five years 15,443 11,083 - -
i - Later than five years 2,698 2,273 - -
' ' 35,388 30,481 - -
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Groug : Cornigeany

2004 2063 2004 2003

WNZEOOG MNZEQGE MNZFAGD NZFGGD
| Net surplus/(deficit) 54,593 (148,857) 4990 (224130)
Add/(less} non cash items
. Depreciation 15,370 | 17,463 - .
Write-off capitalised expenditure 6,932 : 14,781 - -

Amortisation of goodwill and intangibles 6,749 148,562 - -

Movement in deferred acquisition costs {1,578} {1,955} - -

| Change in policyholder liabilities (6288),  (163,158) - ;

Unrealised (gain)/oss on fixed interest 3,334 603,873 - -

| Unrealised (gain)/foss on equities L (109,779) (95,517 : - ;

Unrealised (gain)/oss on property {33,526} {1,218} - -
Unrealised (gain)/loss on other {23,023} 14,141 (6,781} 5,400
Unrealised (gain)/loss on subsidiaries - - - 216,733
ncrease/{decrease) in deferred taxation 34,126 19,996 - -
: (53,090) (134,889} (1,791) (1,997}
Add/(less} movements in working capital relating to operating activities :
{Increase}/decrease in accounts receivable {9,457} 4,161 {10} {2,751)
Increase/{decrease) in accounts payable (3,828); 33,022 273 {119
| (increase)/decrease in taxation 29,031 (27,581} - 4,481
: 15,746 9,602 ° 263 (3.389)
Net cash {outfiows}/inflows from operating activities {37.344) {125,287 {1,528) {5,386) ';

NOTE 22

Cuarantees have been given in respect of the Capital Guaranteed Fund of the TOWER FuturePlan and the capital of the TOWER Mortgage Income
| Teust. Additionally, TOWER guarantees certain funds managed by TOWER Austealia and TOWER Life (N.Z.}, as referred to in Note 28 Guaranteed

i Returns on Funds Invested - Life Insurance Companies.

The company has guaranteed the revolving cash advance facility (bank overdraft) hefd within subsidiary holding companies. {Refer Note 151

Commitments for capital expenditure not otherwise provided for in the Finandial Statements:

Croug : Corrpey :
2004 2003 2004 2003

NZ590 NZ3O00 NZEO0 NZF00D

Computer, software and suppoft services : 900 ° 1,084 ° L _
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| The majority of TOWER's related party transactions result solely from normal deatings of entities in their capacity as a financiat services provider, trustee |
! or asset manager and are therefore not recorded in this note. Shares and other finandial securities have been traded between TOWER, its subsidiaries,
unit trusts and superannuation funds where TOWER or its subsidiaries have an interest. Trade amounts owing between related parties are pavable

i under normal commerdial terms.

i Subsidiories and associafes

Druring the year there have been transactions between TOWER Limited, its subsidiaries and associates which have been conducted on a commercial

basis. The transactions from the Parent’s perspective comprise:

z004 | 2003 | 2004 20603
NZEOOD NZEQ00 NZ3000 NZEOGG |

Operating costs Ji s 3,144 3,028 |
For balances outstanding at vear end refer to Note B. These balances are non-interest bearing.

Employee Incentive Schemes
in previous years, TOWER Limited had three Employee Incentive Schemes {as approved by Shareholders on demutualisation).
The three schemes were a Group Staff Share Purchase Scheme, a Group Executive Share Purchase Scheme and a Senior Executive Share Option

Scheme. The Group Staff Share Purchase Scheme and the Group Executive Share Purchase Scheme were wound up during the year.

| TOWER Share Options

Group Managing Director - in the current year, options have been issued to the Group Managing Director under the Senior Executive Share Option
Scheme referred to above. The exercise period commences 30 September 2005 and expires 29 September 2006.

Other Senior Executives - During the year options have been fssued to a number of senfor executives within the company under a new option
scheme. The exercise period begins on 1 April 2007 and expires 31 March 2010, An option cannot be exercised unfess the average weighted sale
price of one TOWER Ordinary Share on NZX in NZ3$ for the five trading days following either: 1) the date that the Exercise Period begins or; 2) the :
date of the annocuncement of TOWER's annaal or half year results during the Exercise period, is equal or greater than that sum calculated by taking the
| Exercise Price of one option increased by T10% per annum for each whole year and for each part year on a proportionate basis, compounded annually
| from the Date of Grant fess any distributions (including dividends} made by TOWER compounded from when paid as though reinvested in Ordinary
Shares to the relevant date of calculation.

Total options held by the Group Managing Director at 30 September 2004 are 1.5 million and options held by other Senior Executives at 30

E September 2004 are 11.3 million.

Transactions with Directors
Directors hold varous policies and accounts with TOWER Group companies. These are operated in the normal course of business on normal

| customer terms.

Guinness Peat Group pic

Guinness Peat Group plc {GPC) which is the Jargest holder of TOWER Limited Shares and has two elected Directors on the TOWER Limited Board
provided a full underwrite of the rights issue in the previous yean. The fees paid to GFG were based on market rates and totalled $6.3 million. The fees
comprised an underwriting fee of 2.5% of the total number of rights being fssued, multiplied by the issue price of $0.90 as well as a management fee
of 0.59% of the total subscription mories payable in respect of alf new Shares.

TOWER also paid GPG a break fee of $0.5 million on the cancellation of their earlier underwriting agreement which the Board chose not to

proceed with.
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Busingss Segrvenis Savings & Risk Asset Trustee GCittier'™s Total |
Triversfrrient Insurance : Tdanugerient : Services : :

NZED08 MNZEGOG NZED08 NZEGOG MNEZO0Y NIZFGGRG
2004 : : _ : : :
Operating margins including revaluation of life insurance subsidiaries 18,148 8,167 2,780 4,232 8,009 41,336
| Investment return on Shareholder capital 16079 3,789 222 M6 2935 23141
| Financing costs - o - - (9884 (9.884)
Net {deficie}/surplus after taxation 34,227 ¢ 11,956 3,002 : 4,348 1,060 : 54,593
. Total revenue 703,952 273,169 . 24361 0 53683 (7,983) 1,047,182
 Total assets 4,192,024 0 394,576 BSI8 | 38243 | 314,567 | 4,948,228
Assets under management 111,022,169 | 394,576 | 2,048,434 . B,819,707 | 314,567 122,599,453
Operating margins including revaluation of life insurance subsidiaries {36,509 8,743 2,249 4,225 {117,644} {138,936)
. Investment return on Shareholder capital 8267 9,940 259 605 | (8332 10739
' Financing costs - o - - (20,660)  (20,660)
Net {deficit}/surplus after taxation D (28,242) 18,683 2,508 4,834 (146,636)° {148,857}
Total revenue - 479,436 255,231 0 16729 . 65112 21,624 . 838132
| Total assets 4,327,794 357,633 1 8245 . 33400 277,310 | 5004382
| Assets under management 10,670,186 . 357,633 | 1,911,813 | 7,563,035 277,310 20,779,977

L Mote: (1) Orher inchudes parent company ossels, heod office expenses, finoncing cosis ond sfimingtions.

Gecgraphical Jegrients : Total © fevoluations Adjusted © Net (deficit)
Revertue and Prafit £ suplus
L amortisotions after ot after Tax :

NZEOOG | NZEOOD | NZEDOO | NZEOOD |

Totol Assets @ Assets Under
o Monagement

NZ3ODO | NZSOOC |

| 2004 ; . . ; : 5
| New Zealand . 376,088 6035 1 11,764 . 19,606 1,487,659 . 6,142,614
. Australia | 643,886 1 6465 0 36411 1 31,139 | 3,394,934 16,391,204
. Other C27,208 s 3,848 ° 3,848 | 65635 0 65,635
: Total © 1,047,182 1 12,500 © 52023 © 54,593 @ 4,948,228 22,599,453 |
2003 : : : : :

| Mew Zealand® L 3722100 (2,181)) 33,538 0 39,909 | 1,463,942 | 5,873,000
| Australia | 440,265 | (153,460)1  (7,340)) (191,843} 3,465,416 14,831,953
. Other D 25,657 s 3,077 ¢ 3,077 © 75024 0 75,024
: Total © B3B,132 © (155,641) 29,275 {148857) 5004382 120,779,977

Moter (1) Excludes financing costs, sevolations and amortisoations

Mioter (20 The riet (deficit)/surphes ofter fax dncludes 33230 relating fo the rechsification of life comparies shores in TOWER Linvited o3 treosuny stock

There are no significant inter-segment revenues.
i Amortisation relates to the amortisation of inforce business and goodwilt,

Revaluations relate to the change in the net market value of subsidiaries of the life insurance companies.

Description of segments

Savings and Investment includes life insurance and retail wealth management services.

Risk Insurance inciudes fire and general insurance and health and income protection services.
i Asset Management includes the management of wholasale assets for external chiants.

Trustee services includes estate planning, administration of deceased estates and trustee administration and agent services.

3G




FOR THE YEAR ENDELY 30 SEPTEMBER 2804

Mo dividends were paid during the years ended 30 September 2004 or 30 September 2003,

| Restrictions on Assefs

investments and other assets held in each of the life insurance companies can only be used to meet the Habilities and expenses of that company, to
acquire investments to further the business of the company or as distributions to Shareholders. Distributions may be made to Shareholders only when

solvency requirements are met and sufficient equity remains for the ongoing operation of the business.

Monoged Assets

TOWER conducts investment and other fiduciary activities that result in the holding or placing of assets on behalf of individuals, managed funds,
trusts, retirement benefit plans and other institutions. These assets are not the property of TOWER and accordingly are not included in these

. finandial statements.

The value of assets subject to funds management and other fiduciary activities were as follows:

Group :
2004 2003
NZZ000 NZZOO0

Superannuation funds 3,308,413 3,103,366
Unit trust and group investment funds 1,069,764 1,096,450
| Trustee administered funds 4845338 3,823,760
| Managed investment funds L 8427710 7,752,019
© 17,651,225 15,775,595 |
Assets on Statement of Financial Position 4,948,228 5,004,382
Total Assets Under Management o 22,599,453 © 20,779,977

Arrangements are in place to ensure that the asset management activities of these funds continae to be managed separately from TOWER's financial

. services and [He insurance operations.

Trustee Activities
TOWER subsidiaries act as trustees in relation to superannuation policies issued or managed by both TOWER Group Companies and other companies.

Arrangements are in place to ensure that the activities of the trustee companies are managed separately.

TOWER or its subsidiaries guarantee capital contributed by policybolders together with any declared dividends for the following funds.

At batanice date the net assets of these funds were:

2004 2063
WNZE0OG NZZOGE

| TOWER Life (N.Z.) : : :
. Capital Preservation Fund § 71,053 74,157

. Capital Protected Plan 14,425 16,592
Personal Retirement Fund - 239
| VITAL 3,674 3,911
otal g 89,152 . 94,899
| TOWER Australia : : :
. Statatory Fund 1 1769200 178813
 Statutory Fund 2 3,266 : 4,040
Statutory Fund 3 86,265 179,814

Total : 266,451 362,667
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Groug : G

frwesiment Mon-drneestrnent : lrmesstenerid : Man-ivestonerit

tinked linked - tinked Hetkedd

2904 2004 20063 2003

MEEOOG NIEOGE NZFIGD NEZFGGG

Investment assets 1,872,856 2,309,240 1,822 486 2,034,270

| Other assets 27,164 110,041 117,033 0 194,384

Policyholder liabilities (1,848,348)  (1,347,597) (1,866,902}, {1,463,634)

| Other liabifities (10,797, (192,097) (4122}, (251,656) |
" Net assets 40,875 879,587 68,495 : 513,364

Retained earnings (19,?63); 233,349 4,222 167,015

| Met premium income 19,780 224,191 | 14,410 283,068 |

. Investment income 230,254 118,845 110,979 76,757

| Claims expense N FINEDY - o0.260)

| Other operating expanses (53,383).  (151,579) 61913 (190,574)

196,651 : 65,723 : 63,476 (31,000)

Change in poficyholder iabilities (185,761} 8,495 (63,408} 37,272
Operating surplus/{deficit) before taxation 10,890 74,218 68 6,262
Taxation expense/fcredit) 17,823 31,106 9,892 13,159
Operating surplus/{deficit) after taxation (6,933)5 43,112 {9,824) {6,897} |

Qroup : Company H
2004 2003 2004 2003
NZEODG NZZOOE NZEOGE NZZGOP
(&} Analysis of general insurance operating result : : :
Premium revenue 249,613 | 226,555 . -
Cutward reinsurance expense (?4,843); 4] 3,385}; - -
i Net premium income 234,770 ¢ 213,370 - -
| Claims expense 171,703 0 134,267 - -
Reinsarance recoveries (?5,299)5 (3,{}39)5 - -
i Net claims incurred 156,404 131,222 - -
| Acqisition costs 43,662 : 41,621 - -
Other underwriting expenses 42,307 33,332 - -
{ Underwriting result (7,603) 7,195 : . -
investment income from general insurance business: : :
fnvestment reveriue 18,660 18,335 - -
Investment expenses (223); (4{}2}5 - -
Investment income 18,439 : 17,933 - -
Operating surplus before income tax 10,836 25128 - -
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Growp Cornpany
2004 200% 2004 2003

NZEOO0 | NZSO00 | NZS9G0 | NZF0OD
{b) Analysis of expense claims:
Gross claims incurred were in respect of events occurring during: : : : :
| Current financial year 171,189 135,500 - -
Previous finandcial years 514 (1,239}; - -
Total gross claims 171,703 ¢ 134,261 ¢ - -
Claims incurred net of reinsurance recoveries
were in respect of events occurring during: : : : : ;
| Current financial year f 155,833 132,215 - -
Previous finandcial years 571 (993); - -
Total net claims 156,404 133,222 ¢ - -
(c) Cutstanding <laims
Gross outstanding claims provision including
prudential margins and clalms settiement costs 102,631 90,196 - -
BHscount to present value 3,500 3,970 - -
Total outstanding claims 99,122 : 86,226 - -
Reinsarance recoveries on outstanding claims 23,724 22,132 - -
BHscount to present value 3,204 3,640 - -
: 20,520 18,492 - -
Cutstanding daims net of reinsurance recoveries: : : : :
| Current 69,955 55,979 - _
| Non-current 8,647 11,755 | - -
78,602 67,734 - -

(d) Assumptions adopted in calcuiation of general insurance provisions

The long tail claims provisions have been assessed having regard to external actaarial assessments. The actuary used was:

Mew Zealand and the Pacific lands — P. Davies, B.Bus.Sc, FIA, FNZSA, AlA, AIAA,

The exterrial actuarial assessments are in accordance with the standards of the Societies of Actuaries in New Zealand and Australia. The Actuary was

| satisfied as to the nature, sufficiency and accuracy of the data used to determine the outstanding claims fiabilities. The key assumptions used were:

2004 2003
- inflation rates varied from 1.5% 1o 6.5% 1.5% to 15.5%

- Discount rates varied from 4.0% to .08 é 4.0% to 19.0% é

The weighted average expected term to settlement of outstanding claims from balance date is estimated to be:

i - Shost tail claims ¢ within T year | within T year
- Llong tail claims in the Pacific Islands 2.1 to 3 years 2.1 to 3.1 years
i - All Australian long tail claims are fully reinsured
- inwards reinsurance in excess in excess

of 10 years Poef10 years

(e} Insurer financial strength rating
TOWER Insurarce Limited has an insurer financial strength rating of “A-" (Excellent} issued by AM Best Company Limited.
TOWER Medical Insurance Limited has not obtained a credit rating.

(£} Reinsurance programme
Reinsurance programmes are structured to adequately protect the general insurance companies’ sobvency and capital positions. They cover per risk

and event losses in each country, including a major Wellington earthquake, assessed as the worst possible scenario. Large global companies and major

Lioyds syndicates account for the majority of the programime and are all of high quality. Reinsurers’ security is reqularly reviewed.
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MOTE 31

Growp
2004 2003

Earnings per Share has been calculated as follows: : : 5
. Net surplus/{deficit) after taxation (NZ$000) 54,593 (348,857)
Weighted average fully paid equivalent shares 408,401,954 209,640,824
Murmber of Shares held on behalf of policyholderst - (2,767,952}
hiet weighted average Shares held on issue . 408,401,954 © 199,872,872
Basic earnings per Share {cents per Share} 13.37 (74.48)

(1} During the 2003 financial vear TOWER reclassified TOWER Shares haltd by subsidiary compiries 1o iheel policyholders” Tabilfties o3 treasury stock. The treasury sfock was sold i December 2003,

Spin-off of Austrafian Weaith Management (AWMM) businesses and AWM capital raising

TOWER Limited ("TOWER") announced on 15 November 2004 that it had determined to separate and list on Australian Stock Exchange {(*ASX"} it

Agstralian Wealth Management businesses, subject to Shareholder and Court approval.

Key features of the proposal:

- TOWER will transfer its Australian Wealth Management businesses, comprising Bridges and TOWER Trust, into a new company, AWM Limited
{7AWM™, in exchange for approximately 120 million A$1.00 shares in AWM and a cash payment of AF130 million.

i - These 120 million shares in AWM will then be transferred to existing TOWER Shareholders and, in consideration, an approximately equivalent

.: value of TOWER Shares held by existing TOWER Shareholders will be acquired and cancelled via a New Zeatand Court approved Scheme of
Arrangermnent, requiring Shareholder approval.

- AWM will be listed on the Australian Stock Exchange.

- AWM will undertake a capital raising of approximately A$T30 million, by way of an entitlements offer of additional shares in AWM to make the
cash payment to TOWER.

i - The entitlements offer will be rencunceable, allowing shareholders to sell their entitlements in the event they do not wish to subseribe for
additional shares in AWML

- The entitlenents offer will be fully underwritten by GPG on terms to be approved by Shareholders.

Following the Scheme and completion of the capital raising, TOWER will have no equity or any other interest in AWM.

TOWER will use the A$130 million proceeds received from AWM to provide additional capital flexibility and in pursuing fts strategies for growth and
new business development.

The estimated financial effect on TOWER will be :

13 a reduction in issued capital of approximately A$120 million

2) & gain on disposal of approximately A% 30 miliion

3) areduction in net assets of approximately A$90 million.

Expected timing:

| . Detailed information regarding the Scheme and capital raising will be provided to Shareholders in early December 2004.

- ASharehoiders’ meeting to approve the Scheme will be held in late January 2005.

- ltis expected that the listing of AWM on ASX and entitlements trading will occur in February 2005,

1 TOWER expedts to lodge the Scheme documents with regulatory bodies in early December 2004 and accordingly it will be in a position to provide
further details regarding the proposal at that time.

Under the Proposal, TOWER and AWM Limited (AWM) are considering making the offers of securities referred to in this announcement.

Mo meney is currently being sought and applications will not be accepted nor money received until Shareholders have recelved a Prospectus/

Investment Statement.
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in December 2002 the Accounting Standards Review Board determined that all New Zealand reporting entities will be required to adopt International

Financial Reporting Standards {IFRS) for accounting periods beginning on or after T January 2007 with the option of early adoption for periods
beginning on or after 2005.

TOWER is currently assessing the impact that compliance with IFRS will have on its finandial statements and when is the most appropriate time to
 adopt IFRS.

TOWER has commenced work to convert to IFRS and is on schedule to complete the adoption of IFRS within the required timeframe.

There are a number of areas that have been identified where accounting policy changes will be required. These areas are still subject to ongoing

| interpretation and review by both TOWER and the industry and TOWER is carrently unable to refiably quantify ali the impacts at this time.

An overview of the most significant differences in accounting policies that are expected to impact TOWER on the adoption of IFRS follows:

Accounting for fife insurance companies

Under carrent accounting standards all transactions carried out by, and assets and Habilities of a life insurance business including those of the
shareholders funds are accounted for under FRS34 Life Insurance Business. In the event of a conflict between FR534 and any other standard, the
requirements of FRS34 prevail.

Under [FRS there is no specific accounting standard for life insarance businesses. There is a standard for insurance contracts but for alt other
transactions and balances, other standards will apply. The insurance standard wilt only apply for contracts that meet the definition of insurance
contracts and as a result it is expected a significant portion of TOWER contracts will be dassified and accounted for as investment contracts.
tnvestment contracts will be accounted for under the financial instrurments standard that requires recognition at either amortised cost or, with
appropriate designation at inception, at fair value with any movements recognised in the statement of financial performarice.

Accounting for insurance contracts under [FRS is being introduced under a two phase plan. The first phase which will apply on inftial adeption of IFRS
will see current practice continue largely unchanged although policy liabilities will potentially be discounted at a lower rates as a risk fee rate will be
applied rather than the market rate of the investment assets that support policy liabilities. Phase I will introduce a new standard, vet to be developed,

. on the recognition and measurement of insuranice contracts.

Deferred Acquisition tosts

Under current accounting standards acquisition costs incurred in acquiring business of a life insurance entity are deferred and recognised over the kife
of the contracts.

Under IFRS this treatment will continue for life insurance contracts untif the, vet to be developed, insurance contracts standard on recognition and
measurement is in force. But the ability to defer acquisition costs related to investment contracts will be significantly reduced.

The level of acquisition costs that can be deferred for investiment business will only be those incremental costs direcily attributable to securing the
contract. As a result it is expected that a significant amount of currently deferred acquisition costs will be written off on adoption of IFRS. The change

in the carrying value of deferred acquisition costs on the adoption of IFRS will be restated through opening retained earning as required on the first

time adoption of IFRS.

Excess of market value over net tongible assets (EMVONTA)

Under current accounting standards the subsidiaries of life insurance companies are required to be carrled at market value with the excess of market
value over net tangible assets recorded in the statement of financial position as EMVONTA. EMVONTA includes both acquired and internally generated
goodwill. Any change in EMVONTA arising from revaluations is reported through the statement of financial performance. Revaluing subsidiaries to
market valae and recognising internally generated goodwill is a treatment only applicable to lfe companies under FRS34 Life Insurance Business,
which overrales all other standards,

Under IFRS life companies will apply the same standards as all other companies and as such will niot revalue subsidiaries nor recognise internally
gererated goodwill. On initial adoption of IFRS EMVOMNTA will be restated to only indude goodwill on acquisition {ess amortisation and impairment
with the restatement being made through opening retained earnings.

The rastatement of EMVYONTA will also include an assessment of the make up of goodwill on acquisition to determine i there were any intangible

assets that need to be recognised under IFRS. Any intangibles recognised, that have a less than infinite life, will be amortised over the useful life.
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. Goodwill

i Under current accounting standards any goodwill, being the excess of purchase price over the net tangible assets of the acquired entity is recognised
. as an asset and must be amortised over the petiod of expecied benefit, up to a maximum of twenty years. The goodwill asset is also subject to an
impairment test. :
Under IFRS goodwill is not amortised but the carrying valae is still subject to regular and strict impairment testing with any impairment being reported .

through the statement of financial performance.
As with the restatement of EMVONTA, goodwill is to be assessed to determine i there are any previously unrecognised intangibles that need to be

recognised under 1FRS.

Shore bosed payments :
TOWER currently operates an executive option scheme. Under carrent accounting standards options issued to employees under performance incentive :
schemes are not recognised as an expense in the statement of financial performance.

Under [FRS the cost of option schemes entered into with employees will be recognised through the statement of financial performance as an expense

over the periods the equity instruments vest. The expense will be based on the value of the options at the grant date and the number of options that

| ultimately vest.
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