24 June 2005

Market Information Company Announcemenis Office
New Zealand Exchange Limited Australian Stock Exchange Limited
ASB Bank Tower Exchange Centre

Level 9, 2 Hunter Street Level 6, 20 Bridge Street
Wellington Sydney NSW 2000

NEW ZEALAND AUSTRALIA

ARBN 088 481 234 Incorporated in New Zealand

Dear SirfMadam

TOWER Limited — Company Announcement

In accordance with Listing Rules, please find attached the following document:
* TOWER LIMITED HALF YEAR REPORT FOR THE SIX MONTHS ENDED 31 MARCH 2005
Yours faithfully

e,

Philippa Ellis
General Manager, Investor Relations & Corporate Services

TOWER Limited

TOWER Limited Level 5§ 50-64 Customhouse Quay
PG Box 352 Wellington MNew Zealand Tel (+84) 4 472 6058 Fax {+64} 4 488 7903






SHAREHOL)

Sharehoiders
U TrAnSactions,

C()m;}t.i igr
L Level 2, 15
. Fakapua,
- Private #a
“Auckland
New Zeala

- | ‘Shareholds
- and finane
brvvestor R

CFOWER Li

L FD Box 35
Wellingron
New. Zeakaru]




me largely from sitong




wholesal




Wk i newy estinand - -

Fim Mint

Group Ch




Fae the six meniths endded 37 March 2005

Six monlhs Six months Year

anded ended ended

31 March 31 March 30 September

2005 2804 2004

Linstintiéed inaudited Audisedd

Ntz NEEOO( 2 SR NSO

£4 prefaitm neome 243 715 220,846 478591

Investrnend ncome 3 224 664 211,525 393,452

¢ anid other incorne £55.620 80428 175,138

Tetal operating revenue 4 539,500 512,799 1,047,182

Payrnents to policvholders 1531.200 135 891 282 026

Change in policyhobder Habilities 95,656 102 800 177,266

Managemend and sales expenses 203,218 207.027 450077

Arnortisation of goodwill and intangibles 2.537 3408 6,749

Investrmend expenses 5,104 5,268 G611

Tetal operating expenses 457,713 454,495 025,725

inancing costs 3 {8.272) {7421} {E6.244)

Gatn on disposal 11 23045 - -

: Surplus before taxation 947,050 50,883 103,208

axation expense 41 467 30429 503,473

Net surplus after taxation 55,592 20,454 54,736

et surplus attringable 1o minority inter {285) - (143

‘el surplus attributable to shareholders 55,307 20,454 54,503
Nel surplus comprises:

ssurplus from continaing activities 26,650 20,454 34,593

o surplus from disconginued activivies 11 28657 - -

55,307 20,454 54,593

N vents N conts NE oty

Basic earcings per share 13.90 ERIE 13.37

Fasic earrdngs per share on continuing activitjes Hre 570 5.6 13.37

Note: (1] Eaendngs per share i hased oo the svefghivd average of 3978 moillon (31 Marcl: 2004 405 8 millien, 30 Septeanber 2004 408 4 million] fiullv padd equivitest shaees on fesue.
{21 Hasic earnings per share @r the period e 31 Maeeh 20008 inelodes 8230 milfion (3.789 vems per shared from he gain on disposad of Australian Vealih Managmneni.

£33 Basic earnings per share on contiig activities i the period to 37 Marel 2008 axcludes profive fivme Aunsiradian Wealtls Masagement and ihe gain on disposa).

Tl Sezrervwers: of Accouniing Policies snod che Noves 1o the Finaocial Stareraenns fore parn of, arad are to e read I conjunciierowith, these Finsocial Smemenns.



As at 31 March 2005

fis at fis at fis at
31 March 31 March 30 Seplember
2004 2004
Unandited Andditeed
ANute NASO
ash A4 37523
Aceounts receivable 1493 B493 255 534 245 BR5
YEwed ITHerest securifies 2368 BO8 2,285 482 2 EBR B25
Loty securities 1.495 831 1 .RE2 421 1,401,824
Property nvesements 330,020 266,378 333,730
Other Investiments 336,264 A58 216 467 347
Faxation recetvable 20,704 L7062 60,471
Other current assers FEE44 5,275 R RES]
Properey, plant and eoquipmend 75,7LE O3 087 88,5040
: Ereferred tax Doeneli 14,587 51,764 PR THD
1 Goodwil] 165,808 79,960 72,5309
Total assets 4,882,539 5,003,452 4,948.228
Avcounts payable ) 316,886 AT OAG 3HE AA0
Serior debt FOLARZE 85,112 JARSIRH
; frsurance provisions 23814 234 448 237 448
55 Orher labilities 27047 28,854 29,281
Poticvholder Habilities 3,359 664 3.453 061 3,282 040
Capital bords/notes 7 EALAR T 25,000 2{H1000
Total Habilities 4,152,622 4,207,434 4,151,829
NET ASSETS 729,917 79G,01i8 794G,399
Represented by:
cpaity shrare capital SI00ED 1 038,662 1406340
; Regained carnings [FIG.BIG) [F94.183) (157322}
Reserves [7O.846) (48,461 H4.274
Minority fnerests 7 {H3} PR
: SMAREHOLDERS' EQUITY 729,917 79G,01i8 794G,399
E MNet asset backing per share {(dollars poer share} 2.4 P34 FAO3
22.42% 20 88% 20.81%

Gearing'

Note: (1) Gearing s defined as total debi to totad debi plis squify

_
& é,{“_i;wu

- Olaf B. O'Duill

| Chatrman
TOWER Limdied

T Starvmwend of Accouring Pelicies and the Nowes to the Firmncizl Stinsmerns e par, of, and are Lo be read i conjuraion with, hese Firmncizl Stiismesns.

The financial statements were approved for ssue by the Board o0 18 May 2005,

Joh Spencer

Phrector
TUIPWER Linited




Fae the six marths ended 37 March 2005

piaert: of Uiy separaiion of the Australian VWealth Management besinesy @5 Felruare 2005,

Thae Srzeercerss of Avrcaniing Policies sod che MNeves w dhe Finsoezal Saeeraencs oees par of, arsd are mo be read I cenjunoiien wi

v Finansial Sranernenns.

Bix months Six months Year
ended ended ended
31 March 31 March 30 September
2005 2004 2004
Linaenidifed Linarndited Audizend
Nptst NEFOU NZFO0D NZEGOD
el surplus for the period, comprising
Parert Sharehobders” interest 55,307 20,454 34,593
linirity interests 285 - F43
55,502 20,454 54,736
(ther recognised revenie and expenses
Movernent in forelgn currency translation reserve RE26 (75 {45 8BR)
Total recognised revenue and expenses 34,218 20,379 B.548
Sale of ereasury stock - 16,008 16,008
Shares tssaed 1.170 - 4,406
Minority interest {B& (37 7475
i Distribnstion of Australian Wealth Management shares ' 141 {130.990) - -
Movements in Equity for the period (G6,452) 36,350 36,731
Opening Equity
Parent Sharehobders” Interest TRE 744 75631 753631
linrity interest 7655 a7 a7
796,399 759,668 759,668
: Equity at end of period, comprising
Parent Sharehobders” Interest 722857 TOE.018 TRE.744
{inority interest 7.060 - 7.655
728,917 796,018 756,305
Noder (1] Sherees i the mewly Hsted Austradian Wealilh Maragemensd comiparsy were teaasterred s existing TOWER shaveltoldars and 55,7 mithion TOWER Limited shares seers canceliod ax




For the six maonths ended 31 Sach 2005

Six moniths Six months fear
entded ended ended
31 Mareh 3t March 30 Seplember
2005 2004 2004
Uinandited Unandited Andditeed
Nuee AEFLOD MEZO NEBR
CASH FLOWS FROM QPERATING ACTIVITIES

Cash was provided fromny/{applied to)

Premmiums received 346,130 433788 D2 240

Enterest peceived 58 G0 56 683 FPE02

Ervidernds received FT067 27,748 0z THS

Frvestimernt Ineame 57,0849 KIAXERE:] 03 388

Nor-Hife company operating ncome THALZ 75,668 HE6,565

Paymerks to policyholders (307,870} [A0F, 134 234850

Paymers to suppliers and employees (99, E74) (238,038) (438,917}

Freerest patd (7,78 (6554 (13,138

Income taxation paid (4,538} 15018 P2 BR4

Net caslt fiow from operating activiiies 2 32,691 (3,041} {37,344)

CASH FLOWS FROM INVESTING ACTIVITIES

i Cash was provided from/{applied to)

Purchasel/sale of investmenes!!

: Fixed interest i} (A% R (8,518 37,1046
Property FEATE [EY7TH) (53500
Shiares 45,648 9634 [EAREFE

Psposal of subsidiary 97 084 238 -

; {Purchasel/sale of property, plant and equipment (2878 [E.731) [ERRE

Net caslt fiow from investing activities {53,056} 2,153} 38,5081

CASH FLOWS FROM FINANCING ACTIVITIES

Cash was provided fromny/{applied to)

Esstee of equity share capital BT -
Esstee of Capital Notes - 75,000
ale of Treasury Stock 12031 F2 031

Borrowings received/ {repaid) 8740 (78729

Net cast fiow from financing activities 1,540 12,031 8,302

: Net {decrease)/increase in cash held {18,525} 5977 4,549

Cash af beginning of pertod 35,4683 27,220 27,220

Effect of exchange rate change on foreign currency balance 84 4 {13685
; Cash at end of pericd 17018 33.261 35,463
: Comprising:

sashoat bank I8 TR 39,147 37.523
: Bank overdraft [}, 7060 [5.886) (2 {83
Cash at end of pericd 17018 33.261 35,463

property. plast amd equipment the vadue of the sales are Dumaéerial

T Starvmwnd of Accourting Pelinies and the MNotes to the Firsmeizl Stiemens forin paet o, and are Lo be read ir: conjuraition wiih,

ihese Firmnoizl Sunsments.

Note: (1) TOVWER considers that knowdidge of gross receipts and pavinests is not essential to pndersianding ceriain actividies of TOWER amd i I considered acceptable to report anly ihe et

changes i casty o fr these s, This I Based on the Saes shar edfier, the fornover of these fems s quick, the amouns are farge and dhe matariiies are shore or in i case off




For the siv maorthy ended 37 March 2005

i 1. ACCOUNTING FOLICIES
Heporiing Entity

The financial staternents are for the economic entity comprising FOWER Limdted and its subsidiaries,
| Basis of Preparation

The consolidated fnancial statements for TOWER Limdted have been prepared in accordance with Financial Reporting Standard

RS 24 Interim Financial Statements” and showdd be read i conjunction with the Staternent of Accounting Policies and Notes i
the Financial Staternents contained in TOWER'S 30 September 2004 Annual Report.
The aceounting poticles used are consistent with those used In the previously published interir financial staternents and previous

anrusal re feI

: Changes in Accounting Policies

There were no changes in accourding policy during the six months ended 31 March 20060,

2. RECONCILIATION OF NET SURPLUS WITH NET CASH FLOWS FROM OPERATING ACTIVITIES: Six months Six months Year
H ended ended ended
31 March 31 March 30 September
2005 2004 2004
Linundited Linaudited Autditedd
NES0 NESOH NZ S0
Net surplus 55,307 20,454 54,503
Add/(less) non cash Herns
Depreciation 7.765 8,324 15,3760
Write off capltalised expenditure - 432 5,932
E Arnortisation of Goodwill 24537 3,408 £5.749
Mowernent in capitalised acquisiiion costs {1 4861 (287} {E,578)
Change in policyhobder labitities 43042 23,2849 {3,288
Urwealised (pain)loss on fixed interest 4 82h {8,062} 3.334
Urwealised (pain)loss on shares {1131 684) {0837 {ECE, 7T
Urwealised (gatn)/loss on property {4.328) {5,083 {33.526)
L Urwealised (gain)/loss on other {13.482) 227 {23.023)
Tnerease/ (decrease) in deferred taxation {2.R1%) (} 7 irJ 34 126
: {65.412) {45.263) {53,054
Add/{less) movements i working capital
; [Frcrease)/decrease in accourds recetvable 5,603 2.583 {#,407)
: Increase/ (decrease) In accourds payable {7.217) {15.545) {3.828)
: [Erecressel/decrease in axation 3627 54314 289031
34,103 41,362 12,746
Nel cash inflows fromt operating activities 32,601 {3,801) (37,344}
| 3. INTEREST
Included in Investment income are the following:
¢ Interest Hevenue 58482 54,689 121,832
Incladed in Financing costs are the foliowing:
Interest Expense 7.580 £.552 14,6021
| 4. REVENUE
: {perating reveniue comprises:
1 Uperating revenue fror continuing activities 505,880 512,799 EO47 182
Operating revenue fror discontinued activities 34,119
': 534,800 512,799 1,047,182




For the six maonths ended 37 Sach 2005

i &, SEGMENTAL REPORTING Savings & Bisk Assel Trustee | Discontinued
Business Segments investment Insurance | Managemenl Services activities Other’ Total
NESOGD NEFOOY NESOOO NEFOO0 NESUOD NESOGU NESON
Six months ended March 2005 - anraadiced
Operating marging inclading
resvluation of life nsurance subsidiaries 111,466 7,448 677 4,537 2821 25 5414
Frevesement return on shareholder capital T8 FVG2 F46 675 426 FE 4D
sain on disposal 23,045 4] 23,045
Financing coses {4,777} (4.777)
: Net profit after taxation 18,447 G210 823 28,657 {1,830 55,307
Total eeverne 347 464 F A6, 12,190 34,119 133
Total assers 4,238 304 399812 3,402 235,089 4,882,

ssets dnder management/advice®

7.907.240

3812

2082196

235,089

160,624,272

: Six months ended Marcl: 2004 - anaadiced

Operating marging inclading

L orevaluation of life insurance subsidiaries 4 (87 RRESH] 1211 2243 2,247 F4 857
Frevestment retuen on shareholder capital B,3E7 0.156 173 38 {1,546} P34
nancing costs - - - {477} 4717

: Net profil after taxation 10,394 3 225 1,384 2,562 {4,116} 20,454
Total revere 340,748 F3G,078 11,4935 26,402 {2 406 DE2 T
Total assets 4,367 084 374,241 0845 34,004 305,323 5.(H13 452

Assers ander management/advice

1E.975.080

376,241

EUB27 388

8,398,148

305,323

22,9482 181

| Year ended Septernber 2004 - audited
Operating marging inclading

revluation of life nsurance subsidiaries T8, 48 8167 2,780 4232 LR 41,336

: Frevestment retuen on shareholder capital 16078 3789 222 FEG 2835 23141
nancing costs {9,884} (B8R4

: Net profil after taxation 34,227 11,8956 3.002 4,348 1,060 54,583
Total revere TO3 802 273,160 24,361 53,683 {7883 1,047 182
Total assets 4,192 024 304576 BEBIB 38,243 314,067 4 148,228

Assers ander management/advice

1 E.866, 1069

34,576

2048.434

8.819.707

314,087

23,443,453

Note: (1) Other includes parast compary asseés. head offive sxpenses. fnancing costs, and eliminaéiogs.

{2) Tl reclinction fn assets UINder manisge

mition as & 31 fameary 20005

: Geographical Segments

sAacdvice fs primarily due to the disposal of Austrafian Wealth Management, seficl Baf assoss ander managementy'ivice of §14.749.1

Total Revaiualions Adjusted Net surpius fissets Under
Revenug and Profit A{deficit) Tolaf | Management
amorlisalions afler tax afler tax Assels fadvice
AERO AESOOG NG AR NEIOGD MERROC
Six months ended Marel: 2005 - anaadiced
Mew Fealard FRGTTR 1.64849 (3823 0,384 b 460 (40 BEDBOTE
Australia - continuing 33,245 3,884 2EOTH PR, T3Y 3,346,024 4,35 224
Aunstralia - discontinaed 34.114% {1,650 30,307 -
i Orher Eh B57 2533 et ThA75 TRO075
Tozal 535,000 5548 54,136 55,307 ¢ 4.BEZ2,53% | 10,624,272
E Six months ended Marel: 2004 - anaadiced
New Zealand 2043, 384 7754 B.564 E7O8T 492 405 5007 B
Aunstralia 244 322 {8513} IERIG 2,245 3521 841 1 IR B451TH
i Orher F2003 122 E122 74,2003 749,208
Tozal DE2 T (754} ERRLT 20,454 0093402 1 22 088 181
Year ended Septernber 2004 - audited
New Zealand 37H.088 5030 FE,764 RN E EL48RT GhY EREERE]
Aunstralia G343, 8586 5,465 64108 30,139 3304 834 17 235,204
Cither 27208 3848 3H48 B 435 35 530
i Fodad 1047 182 {2,508 RERE) 04,553 4948228 1 23,443,403

Note: (1) excludig francing cosis. revalvaiions amd amortisaiions




For the six maoriths ended 31 Marcl 2005

i §. DISTRIBUTIONS TO SHAREHOLDERS

Thers were no dividends paid oat during the current perind.

7. DEBT

TOWERS debt comprises the following:

Senior delxt:
arth overdealts as ac 31 March 2005 $1.7 millon (30 Seprernber 2004 $2.1 mitlon; 35 March 2004 $5.9 million)
Long tera loan facility within Financial Services Partners Pry Limited that is partally drawn down as at 31 Masch 2005 332 million
(36 September 2004 $8.6 mdllion,; 31 March 20040 Nil
At 31 March 200 TOWER also had 37952 milHon in secwred serdor Bank debt that was copaid ine August 2004,
Sabordinated Debt:
$125 million Capital Bonds, These bonds are unsecared. subordinated, non cumulative securities. On the fest election date of 15 October 2007

{and then every five years thereafter] the bondholder has election rights relating 1o retention of the bords or reguesting the company & sefl

the boods wnder a resale faclivy. The boruds may be converted to company shares in certain circumstances. The Inderest rate is fixed an 8.70%
For the period uniil the first election date,

$75 million Capital Notes. These notes are ansectired, subordinated, non curdative securities. On the first election date of 15 October 2009,
# Noteholder may elect to either retain some or all of the Notes on the new conditons; or convert some or all of their Notes o TOWER shares.

The irerest rate is fixed ot 8.80% for the perlod antil the first election date.

8. ACCOUNTS PAYABLE
Asat 3t March 2005 accounes pavable ichudes a conteacted forward settlernent for $159.9 million of Governmerd Stock (30 September 2004

51582 million, 31 March 2004: $15% 4 million). The asset is recognised under Fixed Interest sectrities.

9. CONTINGENT LIABILITIES
Cararaniees have been given in respect of the Capital Cuaranteed Puned of che TOWER FuurePlan and the capleal of che TOWER Mortgage

Incorne Teast. Additionally, TOWER guarantees certain funds managed by TOWER Australia and TOWER Life {(NZ).

10




For the six maonths endoed 31 Samch 2005

i 10. SIGNIFICANT EVENTS

Spin-off of Australian Wealtly Management {AWM) busiresses

Phuring the period, TOWER Limited (TOWER) separated and listed on the Austrablian Stock Exchange (ASX), its Australan Wealth

Management business,

Key cransactions were as follows:

¢ AWM purchased Bridges and TOWER Trus for AS250 million. in exchange for 120 midllion A$T shares and a cash payment
of AS130 miltion.

¢« These 120 raillion shares 0 AWM we
TOWER shares held by existing TOWE

o AWM was bsted on the Aaseratian Stock Exchange.

¢ transferred to existing TOWER sharehobders and, In consideration, an equivalent value of

shareholders was acguired and cancetled,

AWM undertook a capital raising of approximately AS130 million, by way of an entitlerments offer of additional shares in AWM, o
funid the cash payment to TOWER,

e Folowing the scheme and complecion of the caplial raising, FOWER has no eguity or any other interest in AWK

The financial impact on TOWER s shown inthe table below: Statement of
Financial

Performance el Assets

Afin Afny

ale Proceeds 25000
Less Carrving Value {223.3)
Le

Caln recognised on distribation of shares Afm AN 211

ss costs of separation 5.6

Gain recognised on distribution of shares NZ$m 23.0

Phstribution of Australian Wealth Managerent shares ™ {1206

: fnpact on Net Assets ASm {1384}
: Impact on Net Assels NZSm (167.3)

Note: (1) The A$T20.0 prillion distribmtion of staves comverted to N2 E130.99 million using the exchangs raie at e daie of the transaciions.

A S48 million reclassification of the forelgn currency transtation reserve o refained earnings was made.
The aet surplus from discontinued activities per the Statement of Financtal Performance inchides a gain on disposal of $23.0 million plus

profic for the period o 31 January 2005 of $5.6 millon,

tect of disposal NAT
Frvestments 24732
Current Assels 71,753
Oher asses P40 540
Coodseill 06,845
Current labilities BRI
Net assets disposed of 243 755
Shares Issued (130 900
Caain on Sale 23045
Net cash recetved (after expenses) Fa5.B14
Cash disposed of (38720}

i Net Cash fropact of disposal 97,489

Proceeds frorn che disposal of Australian Wealth Management weee invested in fxed fnterest seouritios,

11



For the six meniths endded 37 March 2005

1. INTERNATIONAL FINANCIAL REFORTING STANDARDS

(i 24 Novernber 2004 the Accounting Standards Review Board approved th

seabibe platform of sadantd Fouivalents 1o International
Accounting Standards (INZ TFRS).

This put i place the famework that enables companies (o implemend the decision made in Decernber 2002, by the Accounting Starudards
Review Board, thed all New Zealarud reporting entities be reqguired to adope New Zealand ternational Finaneial Reporting Standards for

accounting periods beginrdng on or after T lanuary 2007 with the opiion of early adoption for periods bepinning on or alter | January 2005,

Lipon adoption of NZ TFRS, entlites are required to restate corparative financial staternents to reflect the application of NZ IFRS o that

comparable pertod. In addition an opening position for the comparative period must also be determined as if N7 IFRS had always been in

% (0 Erternational Finar

place, subject 1o exemptions provided under NZ RS T First Thme Adoption of New Zealand Bquivaler tal Reporting
Standards that recognise the practica] difficulties of retrospective application.

TOWER has not yet determrined che mose appropriate date to adaopt NZ TFRS. The decision on che appropriate date for adoption will be made
ance the full assessment has been completed and TOWER believes that it s in the best interests of TOWER shareholders to adope.

TOWE

R is continuing work fo as the full rapacts from the adoption of NZ FRS and s progressing to convert existing accounting polic

and reporting processes o NZIFRS, TOWER has established a NZ IFPRS Steering Committes 1o oversee the adoption of NZ TFRS across the

Caoup and is using & combination of internal resousces and external expert constliants o analy

reCLIReIIens, assess the irnpac

implernent the changes on s schedale that will enable adoption within the required timeframe.

The areas thar have been ideneified to date where significane accounting policy changes will be reguired are shown below, A number of these
poticy changes are subject o ongoing interpretation and review, Conseqguerntly TOWER s currently anable 1o reliably quantify the mpact on
the consolidated fnancial performance or position at this thne,

Art overview of the most significant differences in accounting policies that are expected &0 impact TOWER on the adopiion of NZ IFRS follows:

Accoursting for life insurance companies

Under current accounting standards all transactions careed out by, and a arp liabilities of a life insurance business including chose of the

shareholders' funds are aceounted for urder FRS34 Life Insurance Business, In che archard,

nt of a conflet between FRS34 and any other st
the requirernents of FRS34 prevail.

Ureler NZEFRS there Is no specific accouneng standard for Be insurance businesses, There §5 a standard for insurance contracts but
For all other eransactions sl balances, other standasds will apply. The insurance standard will only apply for contracts that meet the
defindtion of insurance contracts and as a result It s expected a significant portion of TOWER contracts will be classified and accoanted
For as investrent corracts.

Investriend contraces witl be accounted for under the financial insteuments standard that cequires recognition at elther amortised cost or,

with appropriate designation at inception, at fair value with any movements recognised in th arerneni of inancia performance. B

expecteddt that all investment contracts within TOWER will be recorded at faie value,

Accounting for Insurance condracts arider NZ IFRS is being introduced under 2 two phase plan. The first phase which will apply on Indtial

adoption of NZ RS will see current practice continue largely unchanged although some policy labilities will be discounted at a lower rate

as a risk free rate will be apphied racher than the market

o of the investment assets ehat support policy Habilities as s currently the case,

Thre lower discound ra

te gy resull in the recogniton of & higher labiliny which will be adjusted throagh opening retained earrdngs on fiest

tirne adoption of NZ TFRS.

Phase [T which Is not expected to come o effect until at feast 2008 will introdace a new standard, vet to be developed, on the recognition

and measuremens of INSUance conracts.

Deferred Acquisition Costs

Linder cusrent accounting standards acquisition costs incuered in acquiring business of a Hle insarance entity, both insurance and investraent

cordracts, are pnplicitly defereed and recognds b hoth

red over the He of che contraces, via the policy Hability caloulaion. These costs inch

dhirert and allocated acguisition costs.

ion costs related 1o investment

Chr adoption of N2 IFRS this treatrment will continue for life insurance contreacts but the ability 1o defer acoqud
conteacts will be significantly reduced.
The level of acqudsition costs that can be deferred for Investrment 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 acqudsition costs will be written off on adopiion

of NZ RS, The change in the carrying value of deferred acguisition costs on the adoption of RS will be restated through opening retained
cartving as reqguired on the fest dme adopiion of NZ PRS,

As the write off of deferved acquisition cost on adoption will not impact fotare cash fows s effectively resulis in the recogrition of hgher
profits from the related products. This impact may be offset by the lower level of expenses deferred on new business and any change to the

amoreisation pattern applied to deferred acquisition costs,

12



For the six maonths endoed 31 Samch 2005

i Investreent Contracts
As noted above, accounting For investroent contracts under NZ EFRS will ao longer be on che sarne basis as insurance contracts and will not
e measured and reported uoder MoS.

Usuker N TFRS investmernt conteacts witl be treated arder a combination of standards that eeouiire the separation of a

LOEVICE COTEE PR of

e frrvestrient contrace, which deferred acquisition costs will relate to, falr valuing of the investrnent contract Hability, and the recognition
af entry fees based only on services provided at inception.
he treavment of investrment contracts under NZ RS s a sipnificant issue for the ircdustry internationally and at this poind in firoe the

appropeiate reatmendt has yet 1o be confirmed.

Excess of market value over nei tangible assets {EMVONTA)

Uender carrent accounting standards the subsidiaries of Be insurance compandes are reguired 10 be carrted a1 market value with the excess of

market valie over net tangible assets recorded in the statement of Bnancial position as BEMVONTA EMVONTA includes both acguired ancd
internally generated goodwill, Any change in EMVYONTA arising from revaluations is reported through the staterment of Brancial performance.

Revatulng subsidiaries 1o market value and recognising internally generated goodwill is a creatrnent only applicable 1o Bfe companies under

RS 34 Life Insurance Business, which overrales all other standards.

Urder NZ TFRS Hfe cormpandes will apply the same standards as all other companies and as such will not revahee subsiciaries nor recognise

nternally generated goodwill, On initial adoption of NZ IFRS EMVONTA will be restated to only include goodwill on scogusition bess

amortisation and impaiement with ehe n ernent being made chrough opening retained earrings.
he restatement of EMVONTA will also nchide an assessment of the make up of goodwilt on acqguisition 1o determine H there were any

intangible assets that need (o be recognised arder TFRS. Any intangibles recognised, that have a less than infindte life, will be amortised over

he useful Hife

Goodwill

Uenker current accoundting standards any goodwill, being the excess of purchase price over the net tangible assets of the acquired entity i

recognised as an asset and must be amortised over the pertad of expected benefit, dp to o maximam of ewenty yes

s, The goodwil asser is

¢

also sulyect o an limpalrment 1
Urpcker N TFRS goodwil] is niob arnordised i the careving value i still subject o regudar and strict impaiomens. testing with any impatement

being reported through the statement of fnancial performance.

Axwith the restaternent of
7 IRRS.

VOINTA, goodwil] s o be assessed o determine iF there are any previously unrecognised intangibles that need

o be recognised undaer ?

Share based paymests

OWER carrently operates an executive option scheme. Under cusrent accounting standards options issued o employe

under performance

neentive schernes are not recognised g an expense 0 the statement of finencial performance,

Urnder N2 TFRS the cost of option schermes endered into with employe

s wil be recogrised through the staterment of financial performance
as an expense over the periods che equity fnstraments vest. The expense will be based on the value of the opelons a the grant date and che

rumber of options that ultirately vest.

Regulaiory Capital

I Lirmited ared the entiy

he adoption of IFRS will impact the net assets ared equivy of TOWE w5 wikthin the TOWER Group Inchuding Hie
comptprardes that adhere 1o the Industey reporting reguirements apphicable. The New Zealand based He company capital requirermnents are
determined by the New Zealand Society of Actuaries whio st this podnt in time have ool announced that there will be any changes arising
from the adopeion of NZ TFRS. The Australian life company capital requirements are regulated by the Ausiralian Prodential Regulation
Authority (AFRAY APRA has advised that It will not be making any changes related to the adoption of RS untll It has made a full

assessroent of the implications of TFRS and this will not be before | uly 2005,
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