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TOWER INSURANCE LIMITED
DIRECTORS' REPORT

The Directors of TOWER Insurance Limited present their report and consolidated financial statements of the Company
and Group for the year ended 30 September 2009.

During the year the Company and Group undertook its principal activity of providing insurance and insurance related
services to its customer base throughout New Zealand, Fiji, Papua New Guinea, Solomon Islands, Cook Islands, Samoa,
Tonga and American Samoa.

The consolidated after tax profit attributable to shareholders for the year was $16,744,000 (2008: $14,801,000). Retained
profits at the end of the year total $59,557,000 (2008: $66,123,000). Shareholders' equity at the end of the year totals
$119,108,000 (2008: $128,711,000). Directors consider the state of affairs of the Company and Group to be satisfactory.
During the year directors recommended and paid dividends of $23,000,000 (2008: $6,000,000).

No disclosure has been made in respect of Section 211 (1)(a) and (e) to (j) of the Companies Act 1993 following a
unanimous decision by the shareholders in accordance with Section 211 (3) of the Act.

The Company has arranged directors' liability insurance for directors and officers of the Company and its related
companies which ensures that generally directors and those officers will incur no monetary losses as a result of actions
undertaken by them in the course of their duties. Such insurance arrangements exclude certain actions such as the
incurring of penaities or fines that may be imposed for breaches of the law.

The Directors in office at the date of this report are: RA Flannagan, SJ Boomert, JE Douglas and EJ O'Sullivan.

The Board of Directors of Tower Insurance Limited authorised these financial statements presented on pages 4 to 27 for
issue on 21 December 2009.

The Directors wish to thank all staff for their loyalty, application and support during a testing year of change and
challenge.

For and on behalf of the Board:

Director: A Director: @

Date: 21 December 2009 Date: 21 December 2009
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TOWER INSURANCE LIMITED
INCOME STATEMENTS
For the year ended 30 September 2009

Premium revenue from insurance contracts
Less: Outwards reinsurance expense

Net premium revenue

Investment revenue

Net operating revenue

Claims expense
Less: Reinsurance and other recoveries revenue
Net claims expense

Management and sales expenses

Net claims and operating expenses

Proﬁt before taxation

Income tax expense

Profit for the year

Profit attributable to minority interests
Profit from discontinuing operations

Profit for the year attributable to shareholders

The above income statements should be read in conjunction within the accompanying notes.

Group Company
2009 2008 2009 2008
Note NZ$000 NZ$000 NZ$000 NZ$000
20 214,619 206,115 170,388 167,815
20 (19,497) (16,836) (7,167) (6,854)
195,122 189,279 163,221 160,961
2,20 11,193 11,027 13,930 21,416
206,315 200,306 177,151 182,377
20 (146,621) (124,516) (106,872) (109,822)
25,979 3,293 2,449 1,041
(120,642) (121,223) (104,423) (108,781)
3 (60,373) (57,678) (52,772) (50,993)
(181,015) (178,901) (157,195) (159,774)
25,300 21,405 19,956 22,603
4 8,008 6,648 4,907 3,783
17,292 14,757 15,049 18,820
18 (548) (8) - -
- 52 - 52
16,744 14,801 15,049 18,872
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TOWER INSURANCE LIMITED
BALANCE SHEETS
As at 30 September 2009

Assets
Cash and cash equivalents
Receivables

Financial assets at fair value through profit or loss

investment property

Deferred acquisition costs
Property, plant and equipment
Deferred tax asset

Investment in subsidiaries

Total assets

Liabilities

Payables

Current tax liabilities
Provisions
Insurance liabilities
Deferred tax liability

Total liabilities
Net assets

Equity

Contributed equity

Retained profits

Reserves

Total equity attributed to shareholders

Minority interests
Total equity

The financial statements were approved for issue by the Board

_

Director

Note

13

14
15

16
17
18

18

Group Company
2009 2008 2009 2008
NZ$000 NZ$000 NZ$000 NZ$000
31,5659 34,715 17,519 17,238
- 111,697 100,631 78,518 88,696
210,551 207,380 184,798 177,491
- 2,450 - -
12,447 13,890 11,088 12,192
2,893 1,855 1,089 1,664
1,968 1,154 1,924 1,945
- - 4,606 4,854
371,015 362,075 299,542 304,080
34,022 30,968 34,828 28,095
14,134 11,289 12,898 9,063
3,834 4,046 3,442 3,601
193,670 180,443 134,738 140,672
3,655 3,598 3,668 4,639
249,215 230,344 189,474 186,060
121,800 131,731 110,068 118,020
47,900 47,900 47,900 47,900
59,557 66,123 47,362 55,112
11,651 14,688 14,806 15,008
119,108 128,711 110,068 118,020
2,692 3,020 - -
121,800 131,731 110,068 118,020

21 December 2009.

The above balance sheets should be read in conjunction with the accompanying notes.
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TOWER INSURANCE LIMITED
STATEMENTS OF CHANGES IN EQUITY
For the year ended 30 September 2009

Total equity at the beginning of the financial year

Profit for the year attributable to the shareholders

Movements in reserves:

Exchange differences on transiation of foreign operations
Movement in share based payment reserve

Total movements in reserves

Total recognised income and expense for the year

Dividend paid

Transfer from share based payment reserve
Other

Change in minority interest

Movements in equity for the financial year

Total equity at the end of the financial year

The above statements of changes in equity should be read in conjunction with the accompanying notes.
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Group
2009 2008
Note NZ$000 NZ$000

Company
2009 2008
NZ$000 NZ$000

131,731 120,774

118,020 103,814

16,744 14,801 15,049 18,872
18 (2,883) 2,896 (48) 1,377
18 (154) (43) (154) (43)
(3,037) 2,853 (202) 1,334
13,707 17,654 14,847 20,206

17 (23,000) (6,000)

(23,000) (6,000)

17 201 201
17 (511) - . ]
18 (328) (697) - -

(9,931) 10,957

(7,952) 14,206

121,800 131,731

110,068 118,020




TOWER INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2009

These consolidated financial statements incorporate the assets and liabilities of all subsidiaries of TOWER Insurance Limited
("Company"” or "parent entity”) as at 30 September 2009 and the resuits of all subsidiaries for the year then ended. TOWER
Insurance Limited and its subsidiaries together are referred to in this financial report as the Group or the consolidated entity.

During the year the Group undertook its principal activity of providing insurance and insurance related services to its customer
base throughout New Zealand, Fiji, Papua New Guinea, Solomon Islands, Cook Islands, Samoa, Tonga and American Samoa.

1. Summary of significant accounting policies
The principal accounting policies adopted in the preparation of the financial report are set out below. These policies have been
applied to all the periods presented, uniess otherwise stated.

Basis of preparation

This general purpose financial report has been prepared in accordance with New Zealand Generally Accepted Accounting
Practice (NZ GAAP), the New Zealand Equivalents to International Financial Reporting Standards (NZ IFRS), the New Zealand
Companies Act 1993 and the Financial Reporting Act 1993.

The financial statements were authorised for issue by the Board of Directors on 25 November 2009.

The financial statements have been prepared on a fair value basis with any exceptions noted in the accounting policies
below.

The Company and Group are qualifying entities within the Framework for Differential Reporting for Entities Applying the New
Zealand Equivalents to International Financial Reporting Standards Reporting Regime. The Company and Group qualify on
the basis that they are not publicly accountable and that there is no separation between owners and the governing body.
The Company and Group have taken advantage of all differential reporting concessions available, except for those available
under NZ IAS 12 Income Taxes.

Principles of consolidation

Subsidiaries are all those entities over which the consolidated entity has control, being the power to govern the financial and
operating policies, generally accompanying a shareholding of more than one-half of the voting rights. The existence and effect
of potential voting rights that are currently exercisable or convertible are considered when assessing whether the consolidated
entity controls another entity.

The results of any subsidiaries acquired during the year are consolidated from the date on which control is transferred to the
consolidated entity and the results of any subsidiaries disposed of during the year are consolidated up to the date control
ceases.

The acquisition of controlled entities is accounted for using the purchase method of accounting.

The share of net assets of controlled entities attributable to minority interests is disclosed separately in the balance sheet and
income statement.

Intercompany transactions and balances between Group entities are eliminated on consolidation.

Specific accounting policies

(a) Premium revenue
Premium revenue is recognised in the period in which the premiums are earned during the term of the contract.

The proportion of premiums not earned in the income statement at the reporting date is recognised in the balance sheet as
unearned premium liability.

Premiums on unclosed business are brought to account using estimates based on the previous year's actual unclosed business
with due allowance made for any changes in the pattern of new business and renewals.
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TOWER INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2009

1. Summary of significant accounting policies (cont.)
(b) Investment Revenue
Investment revenue is recognised as follows:

(i) Dividends and distributions
Revenue is recognised on an accrual basis when the right to receive payment is established.

(ii) Property income
Property income is recognised on an accrual basis.

(i) Interest income
Interest income is recognised on an effective interest method.

(iv) Fair value gains and losses
Fair value gains and losses on financial assets at fair value through profit or loss are recognised through the income statement.

{c}) Outwards reinsurance

Premiums ceded to reinsurers under reinsurance contracts are recorded as an outwards reinsurance expense and are
recognised over the period of indemnity of the reinsurance contract. Accordingly, a portion of outwards reinsurance premium is
treated at balance date as a prepayment.

(d) Claims expense

Claims expenses are recognised when claims are notified. Outstanding claims are measured at the central estimate of the
present value of expected future payments after allowing for inflation and superimposed inflation and discounted at the risk free
rate.

The expected future payments include those in relation to claims reported but not yet paid, claims incurred but not yet reported
(IBNR), claims incurred but not enough reported (IBNER) and anticipated claims handling costs. Claims handling costs include
costs that can be associated directly with individual claims, such as legal and other professional fees, and costs that can only
be indirectly associated with individual claims, such as claims administration costs. In addition a risk margin is added to the
claims provision to recognise the inherent uncertainty of the central estimate.

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

(e) Liability adequacy testing

Liability adequacy testing is performed in order to recognise any deficiencies in the income statement arising from the carrying
amount of the unearned premium liability less any related deferred acquisition costs and intangible assets not meeting the
estimated future claims under current insurance conditions. Liability adequacy testing is performed at a portfolio level of
contracts that are subject to broadly similar risks and are managed together as a singie portfolio.

(f) Policy acquisition costs

Policy acquisition costs comprise the fixed and incremental costs of acquiring new business, including commission, advertising,
policy issue and underwriting costs, agency expenses and other sales costs. Acquisition costs are initially recorded in the
income statement, with any amounts to be deferred then taken to the balance sheet as a Deferred Acquisition Cost (DAC).

Acquisition costs incurred in obtaining general insurance contracts are deferred and recognised as assets where they can be
reliably measured and where it is probable that they will give rise to premium revenue that will be recognised in subsequent
reporting periods.

Deferred acquisition costs are amortised systematically in accordance with the expected pattern of the incidence of risk under
the general insurance contracts to which they relate. This pattern of amortisation corresponds to the earning pattern of the
corresponding premium revenue.

(g) Taxation

(i) Current tax

Current tax is calculated by reference to the amount of income taxes payable or recoverable in respect of the taxable profit or
tax loss for the period. It is calculated using tax rates and tax laws that have been enacted or substantively enacted by
reporting date. Current tax for current and prior periods is recognised as a liability (or asset) to the extent that it is unpaid (or
refundable).

(i) Deferred tax

Deferred tax is accounted for using the comprehensive balance sheet liability method in respect of temporary differences arising
from differences between the carrying amount of assets and liabilities in the financial statements and the corresponding tax
base of those items.
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TOWER INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2009

1. Summary of significant accounting policies (cont.)
(g) Taxation (cont.)

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates expected to apply when the assets
are recovered or liabilities settled, based on the tax rates enacted or substantively enacted for each jurisdiction. Deferred tax
assets are recognised to the extent that it is probable that taxable profits will be available against which deductible temporary
differences or unused tax losses can be utilised. Such assets and liabilities are not recognised if the temporary difference arises
from goodwill or from the initial recognition (other than in a business combination) of the other assets and liabilities in a
transaction that affects neither the taxable profit nor the accounting profit.

Current and deferred tax balances attributable to amounts recognised directly in equity are also recognised directly in equity.

(iif) Tax consolidation
TOWER Insurance Limited is part of the New Zealand tax consolidated group of which TOWER Limited is the head entity. All
members of the tax consolidated group are jointly and severally liable for the tax liabilities of the group.

(iv) Income tax expense

The income tax expense is the tax payable on taxable income for the current period, based on the income tax rate for each
jurisdiction and adjusted for changes in deferred tax assets and liabilities attributable to temporary differences and unused tax
losses.

(v) GST

All revenues, expenses and certain assets are recognised net of goods and services taxes (GST) except where the GST is not
recoverable. In these circumstances the GST is included in the related asset or expense. Receivables and payables are
reported inclusive of GST. The net GST payable to or recoverable from the tax authorities as at balance date is included as a
receivable or payable in the balance sheet.

(h) Foreign currency

(i} Functional and presentation currencies

The individual financial statements of each Group entity are presented in the currency of the primary economic environment in
which the entity operates. The consolidated Group financial statements are presented in New Zealand dollars.

(ii) Transactions and balances

In preparing the financial statements of the individual entities transactions denominated in foreign currencies are translated into
the reporting currency using the exchange rates in effect at the transaction dates. Monetary items receivable or payable in a
foreign currency, including forward exchange contracts, are translated at reporting date at the closing exchange rate.

Translation differences on non-monetary items such as financial assets held at fair value through profit or loss are reported as
part of their fair value gain or loss.

Exchange differences arising on the settlement or retranslation of monetary items at year end exchange rates are recognised in
the income statement.

(i) Consolidation

For the purpose of preparing consolidated financial statements the assets and liabilities of subsidiaries with a functional
currency different to the Company are translated at the closing rate at the balance sheet date. Income and expense items for
each subsidiary are translated at a weighted average of exchange rates over the period, as a surrogate for the spot rates at
transaction dates. Exchange differences are taken to the Foreign Currency Translation Reserve and recognised in the
Statement of Changes in Equity.

Goodwill and fair value adjustments arising on the acquisition of a foreign operation are treated as assets and liabilities of the
foreign operation and are translated at the closing rate with movements recorded through the Foreign Currency Translation
Reserve in the Statement of Changes in Equity.

On disposal of a foreign entity, the deferred cumulative amount recognised in equity relating to that particular foreign operation
is recognised in the income statement.

(i) Cash and cash equivalents

Cash and cash equivalents includes cash on hand and deposits held at call with financial institutions, other short-term, highly
liguid investments that are readily convertible to known amounts of cash and which are subject to an insignificant risk of
changes in value, and bank overdrafts. Bank overdrafts are shown within interest bearing liabilities on the balance sheet.
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TOWER INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2009

1. Summary of significant accounting policies (cont.)
(i) Receivables

Receivables are recognised initially at fair value. Due to the short term nature of these assets the recoverable value, i.e.
allowing for doubtful debts, will be the fair value.

(k) Property, plant and equipment

Property, plant and equipment is initially recorded at cost including transaction costs and subsequently measured at cost less
any subsequent accumulated depreciation and impairment losses.

Depreciation is calculated using the straight line method to allocate their cost or revalued amounts, net of any residual amounts,
over their useful lives.

The assets' usefu! lives are reviewed and adjusted if appropriate at each balance date. An asset's carrying amount is written
down immediately to its recoverable amount if it is considered that the carrying amount is greater than its recoverable amount.

Computer equipment 3-5 years
Furniture & fittings 5 years
Motor vehicles 5 years
Buildings 50-100 years

(1) Impairment of non financial assets

Assets that have an indefinite useful life are not subject to amortisation and are tested bi-annually for impairment. Assets with a
finite useful life are subject to amortisation and reviewed for impairment whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset's
carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset's fair value less costs to
sell, and value in use. For the purposes of assessing impairment assets are grouped at the lowest levels for which there are
separately identifiable cash flows (cash generating units).

{m) Derivative and other financial instruments

The Group classifies its financial assets in the foliowing categories: at fair value through profit or loss and loans and
receivables. The classification depends on the purpose for which the financial assets were acquired. Management determines
the classification of its financial assets at initial recognition.

All purchases and sales of financial assets classified as fair value through profit or loss that require delivery within the timeframe
established by regulation or market convention ("regular way" purchases and sales) are recognised at trade date, which is the
date the Group commits o purchase or sell the assets. Loans and deposits are recognised at settlement date, which is the date
that the assets are delivered or received.

(i) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss comprise of financial assets that are either held for trading or designated on
initial recognition at fair value through profit or loss. A financial asset is classified in this category if acquired principally for the
purpose of selling in the short-term or if so designated by management. Designation by management takes place when it is
necessary to eliminate or significantly reduce measurement or recognition inconsistencies or if related financial assets or
liabilities are managed and evaluated on a fair value basis.

Financial assets at fair value through profit or loss are stated at fair value, with any resultant gain or loss recognised in the
income statement. The net gain or loss recognised in the income statement includes any dividend or interest earned on the
financial assets.

Derivatives are also categorised as held for trading unless they are designated as hedges. All derivatives entered into by the
Group are classified as held for trading as the Group does not apply hedge accounting.

(i) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted on an active
market. The Group's loans and receivables comprise trade and other receivables and cash and cash equivalents in the balance
sheet. Loans and receivables are measured at amortised cost using the effective interest method less any impairment.
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TOWER INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2009

1. Summary of significant accounting policies (cont.)

(n) Impairment of financial assets

Financial assets, with the exception of those measured at fair value through profit or loss, are assessed for indicators of
impairment at each reporting date. Financial assets are impaired when there is objective evidence that the estimated future
cash flows of the asset have been impacted as a result of one or more events that occurred after the initial recognition of the
financial asset.

For financial assets carried at amortised cost, the amount of the impairment is the difference between the assets' carrying
amount and the present value of the estimated future cash flows, discounted at the original effective interest rate.

For all financial assets, other than trade receivables, the carrying amount is reduced by the impairment loss directly. For trade
receivables the carrying amount is reduced via an allowance account, against which an uncollectible trade receivable is written
off. A trade receivable is deemed to be uncollectible upon notification of insolvency of the debtor or upon receipt of similar
evidence that the Group will be unable to collect the amount. Changes in the carrying amount of the allowance account are
recognised in the income statement.

A previously recognised impairment loss is reversed when, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an event occurring after the impairment loss was initially recognised.

In respect of financial assets carried at amortised cost, with the exception of trade receivables, the impairment loss is reversed
through the income statement to the extent that the carrying amount of the investment at the date the impairment is reversed
does not exceed what the amortised cost would have been had the impairment not been recognised. Subsequent recoveries of
trade receivables previously written off are credited against the allowance account.

In respect of available for sale debt instruments, the loss is reversed directly through the income statement.
In respect of available for sale equity instruments, any subsequent increase in fair value after an impairment loss is recognised
directly in equity.

(o) Investment in subsidiaries
Investment in subsidiaries are carried at historical cost less any impairment and translated into the reporting currency using the
exchange rates in effect at the transaction dates.

(p) Leased assets

(i) As lessee

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as operating
leases. Operating lease payments are recognised as an expense in the periods the services are received over the period of the
lease.

Benefits received and receivable for entering into an operating lease are recognised on a straight line basis over the term of the
lease.

(q) Payables
These amounts represent liabilities for goods and services provided to the Group prior to the end of the financial year which are
unsettled.

(r) Provisions

Provisions are only recognised when the Group has a present legal or constructive obligation as a result of a past event or
decision, and it is more likely than not that an outflow of resources will be required to settle the obligation. Provisions are
recognised at the best estimate of future cash flows discounted to present value where the effect is material.

{s) Employee entitiements

Provision is made for employee entitiements for services rendered up to the balance date. This includes salaries, wages,
bonuses, annual leave and long service leave, but excludes share-based payments. Liabilities arising in respect of employee
entitiements expected to be settled within 12 months of the reporting date are measured at their nominal amounts. All other
employee entitlements are measured at the present value of the estimated future cash outflows to be made in respect of
services provided up to the balance date. In determining the present value of future cash outflows, discount rates used are
based on the interest rates attaching to government securities which have terms to maturity approximating the terms of the
related liability.

Page 11



TOWER INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2009

1. Summary of significant accounting policies (cont.)
(t) Share based payments
The Group issues share-based compensation packages to senior executives as part of their remuneration packages.

These options are measured at fair value at grant date and expensed over the period during which the employee becomes
unconditionally entitled to the options, based on the estimate of shares that will eventually vest. Fair value at grant date is
measured using a binomial model, taking intc account the specific conditions of the options issued. The determination of fair
value excludes the impact of any non-market vesting conditions which are allowed for in assumptions about the number of
options that are expected to be exercisable. When an expense is recognised there is an equal and opposite entry made to the
share option reserve in equity. When the options are exercised the receipt of the exercise price is transferred to share capital.

Where there is a tax deduction allowable in relation to the share option scheme this is recognised in the income statement, to
the extent of the tax credit commensurate to the expense recognised in the income statement, with the balance reported
through the share option reserve in equity.

Where terms are changed during the period that increase the cost of the options then this is recognised over the remaining
vesting period. Where terms are changed during the period that decrease the cost of the options then there is no change to the
expense recognised.

(u) Investment property

Investment property, which is property held to earn rentals and capital appreciation, is measured at its fair value at the reporting
date. Gains or losses arising from changes in the fair value of investment property are included in profit or loss in the period in
which they arise.

{v) Comparatives
Where necessary, comparative information has been reclassified to achieve consistency in disclosure with the current year.
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TOWER INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2009

2, Investment revenue

Fixed interest securities

Interest income

Net (losses) / gains on revaluation of fixed interest
securities designated at fair value through profit or loss

Listed equity securities

Dividend income

Net gains / (losses) on revaluation of listed equity
securities designated at fair value through profit or loss

Property securities

Property income

Net (losses) / gains on revaluation of property
securities designated at fair value through profit or loss

Other investment income
Other investment income

Total investment revenue

3. Management and sales expenses

Included in total management and sales expenses are
the following:
Amortisation of deferred acquisition costs
Change in provision for doubtful debts
Depreciation:

Office equipment and furniture

Motor vehicles

Computer equipment
Donations
Fees paid to auditors’

Audit of financial statements
Employee benefits expense

4. Taxation
{a) Current tax expense

Analysis of taxation expense - current and deferred
Current taxation

Deferred taxation

(Over) / under provided in prior years

Income tax expense for the year

The tax expense recognised can be reconciled to the
accounting profit as follows:

Profit before taxation

Income tax at the current rate of 30% (2008: 33%)
Taxation effect of non-deductible expenses / non-
assessable revenue:

Prior period adjustment

Change in tax rates

Income not assessable for tax

Extra tax on foreign dividends

Other tax differences

Taxable income from PIEs

Future witholding tax on dividends

Release of witholding tax provision

Non deductible expenditure
Taxation expense

Group

2009

2008

NZ$000 NZ$000

8,553 10,063
(489) 359
8,064 10,422
3,191 2,056
1,250 (1,386)
4,431 670

158 191
{1,123) 142
{965) 333
(347) (398)
(347) (398)
11,193 41,027
13,890 13,032
(202) 82
893 1,102
111 79
209 155
- 1
390 365
27,356 24,175
8,865 11,254
(857) (4,411)
- _{195)
8,008 6,648
25,300 21,405
7.590 7,064
- (195)
- (167)
- (54)
370 -
(171) -
219 -
8,008 6,648
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Company
2009 2008
NZ$000 NZ$000
6,765 9,789
(408) 39
6,357 9,828
8,014 11,721
1,029 41
9,043 11,762
{1,123) 142
{1,123) 142
(347) (316)
(347) (316)
13,930 21,416
12,192 11,670
1) 24
695 894
52 24
156 67
254 233
24,265 21,613
5,957 5,348
(1,050) (1,650)
- 85
4,907 3,783
19,956 22,603
5,987 7,459
- (85)
- (134)
(1,072) (4,519)
- 82
- 98D
370 -
(264) -
(114) -
4,907 3,783




TOWER INSURANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 September 2009

4.  Taxation (Cont)
(b) Deferred tax assets and liabilities

2009

Movements in deferred tax assets
Provisions and accruals

Unrealised losses

Tax losses

Other

Total deferred tax assets

Movements in deferred tax liabilities
Deferred costs

Fair value

Other

Total deferred tax liabilities

Net deferred tax

2008

Movements in deferred tax assets
Provisions and accruals

Unrealised losses

Tax losses

Other

Total deferred tax assets

Movements in deferred tax liabilities
Deferred costs

Fair value

Other

Total deferred tax liabilities

Net deferred tax

2009

Movements in deferred tax assets
Provisions and accruals

Unrealised losses

Tax losses

Other

Total deferred tax assets

Movements in deferred tax liabilities
Deferred costs

Fair value

Deferred PIE allocated income
Witholding tax on future dividends
Other

Total deferred tax liabilities

Net deferred tax

2008

Movements in deferred tax assets
Provisions and accruals

Unrealised losses

Tax losses

Other

Total deferred tax assets

Movements in deferred tax liabilities
Deferred costs

Fair value

Deferred PIE allocated income
Witholding tax on future dividends
Other

Total deferred tax liabilities

Net deferred tax

Group
Opening Charged/  Creditedto  Transfer to Closing
balance at 1 (credited) to equity related party balance at 30
October income September
statement
NZ$000 NZ$000 NZ$000 NZ$000 NZ$000
689 573 - - 1,262
98 (98) - - -
- 249 - - 249
367 90 - - 457
1,154 814 - - 1,968
(3,598) 408 - - (3,190)
- {365) - - (365)
{3,598) 43 - - (3,555)
{2,444) 857 - - (1,587)
1,579 (890) - - 689
- 98 - - 98
272 95 - - 367
1,851 {697) - - 1,154
(4,069) 471 - - (3,598)
(5,282) 3,006 - 2,276 -
(1,631) 1,631 - - -
(10,982) 5,108 - 2,276 {3,598)
{8,131) 4411 - 2,276 (2,444)
Company
Opening Charged/ Creditedto Transfer to Closing
balance at 1 (credited) to equity related party balance at 30
October income September
statement
N2$000 NZ$000 NZ$000 NZ$000 NZ$000
1,603 (111) - - 1,492
342 90 - - 432
1,945 {21) - - 1,924
(3,599) 408 - - (3,190)
- (365) - - (365)
(865) 865 - - -
(175) 162 - - _(13)
(4,639} 1,071 - - {3,568)
(2,694) 1,050 - - (1,644)
1,315 288 - - 1,603
256 86 - - 342
1,571 374 - - 1,945
(3,847) 248 - - (3,599)
(3,738) 1,462 - 2,276 -
(1,324) 284 - - (1,040)
(8,909) 1,994 - 2,276 {4,639)
(7,338) 2,368 - 2,276 (2,694)
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TOWER INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2009

4. Taxation (Cont.)
{b) Deferred tax assets and liabilities (Cont.)

Group Company
2009 2008 2009 2008
NZ$000 NZ$000 NZ$000 NZ$000

Net deferred tax
Expected to crystaliise in the next 12 months (2,044) (2,811) (2,076) (3.036)
Not expected to crystallise in the next 12 months 457 367 432 342

(1,687) (2,444) {1,644) (2,694)
5. Cash and cash equivalents
Cash at bank and in hand 3,621 14,261 1,197 6,999
Deposits at call 27,938 20,454 16,322 10,239
Total cash and cash equivalents 31,559 34,715 17,519 17,238
6. Receivables
Other debtors, prepayments and accrued income 643 3,136 808 3,287
Outstanding premiums and trade receivables 78,871 82,150 70,128 70,591
Reinsurance recoveries receivable on outstanding claims
and other recoveries 31,728 6,624 2,644 2,076
Related party receivables 355 8,721 4,938 12,742
Total receivables 111,597 100,631 78,518 88,696

Outstanding premiums and trade receivables above are presented net of allowance for credit losses and impairment. Movement in
the allowance for credit losses and impairment during the reporting period was as follows:

Outstanding premiums and trade receivables 80,159 83,640 70,603 71127
Allowance for doubtful debts (1,288) (1,490) (475) (536)
78,871 82,150 70,128 70,591
Balance at 1 October (1,490) (1,408) (536) (512)
Impairment loss recognised during the year 202 (82) 61 (24)
Provision released during the year - - - -
Balance at 30 September {1,288) {1,490) {475) (536)

The allowance for credit losses and impairment in relation to trade receivables is provided for based on estimated recoverable
amounts determined by reference to current customer circumstances and past default experience. in determining the recoverability of
a trade receivable the Group considers any change in the credit quality of the trade receivable from the date the credit was initially
granted up to the reporting date. The Group has provided fully for receivables over 120 days past due. Trade receivables between 60
days and 120 past due are provided for based on estimated irrecoverable amounts determined by reference to past due default
experience.

7. Investment property

Opening balance at 1 October 2,450 2,158 . -
Reclassified as property, plant and equipment (2,538) - N -
Other adjustments 88 292 - -
Closing balance at 30 September - 2,450 - -

Investment property was reclassified as property, plant and equipment on 1 April 2009.

8. Investment in subsidiaries

Investments in controlied entities - - 4,606 4,854

9. Controlled entities )
The major trading subsidiaries incorporated into the consolidated financial statements, ali of which have a common balance date with

the Company and undertake insurance activiities are as follows:

Domicile Ownership
TOWER Insurance (Cook Islands) Limited Cook islands 100%
TOWER Insurance (Fiji) Limited Fiji 100%
TOWER Insurance (PNG) Limited Papua New Guinea 100%
National Pacific Insurance Limited Samoa 70%

The company has accumulated funds held by offshore susidiaries fotalling $9,807,773 (2008: $8,458,723) which if paid to the parent
by way of dividend would incur withhoiding taxes of up to 17%.
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TOWER INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2009

10. Related parties

All transactions between companies within the TOWER group were conducted at arms length. Trade amounts owing between related
parties are payable under normal commercial terms. No related party debts have been writien off or forgiven during the year.

Related party Relationship Nature of Transactions

TOWER Limited Ultimate parent Share based payments

TOWER Financial Services Group Limited Parent Sale of preference shares and financing

TOWER Asset Management Limited Fellow subsidiary Investment management fees

TOWER Corporation Holdings Limited Fellow subsidiary Internal audit services

TOWER Insurance (Fiji) Limited Subsidiary Management, IT services & reinsurance
settlements

TOWER Insurance (PNG) Limited Subsidiary Management, |T services & reinsurance
settlements

TOWER Insurance (Cook Islands) Limited Subsidiary Management, IT services & reinsurance
setllements

National Pacific Insurance Limited Subsidiary Management, IT services & reinsurance
settlements

The following transactions were carried out with related

parties.
Sales of services:
Fellow subsidiary 1,917 874 1,917 874
Subsidiary - - 4,407 1,978
Purchases of services:
Feliow subsidiary 1,436 466 1,436 466
Balances with related parties
Balance receivable:
Fellow subsidiary 355 8,721 355 8,622
Subsidiary - - 4,583 4,120
355 8,721 4,938 12,742

Balance payable:
Feliow subsidiary 1,263 904 4,215 804

1,263 904 4,215 804

Group Company
2009 2008 2009 2008
NZ$000 NZ$000 NZ$000 NZ$000

11. Deferred acquisition costs
Opening balance at 1 October 13,890 13,032 12,192 11,670
Acquisition costs deferred during the period 12,447 13,890 11,088 12,192
Current period amortisation {13,890) (13,032) (12,192) {11,670)
Closing balance at 30 September 12,447 13,890 11,088 12,192
12.  Property, plant and equipment
Computer egquipment cost 2,145 8,192 1,649 7,596
Accumulated depreciation {1,958) (7,821) (1,501) (7,311)
Net book value at 30 September 187 371 148 285
Office equipment and motor vehicles cost 5512 7,295 4327 5,875
Accumulated depreciation (4,701) _(5,811) (3,386) (4,496)
Net book value at 30 September 811 1,484 941 1,379
Land and buildings 1,895 - - N
Accumulated depreciation - - . -
Net book value at 30 September 1,895 - . .
Total net book value at 30 September 2,893 1,855 1,089 1,664
13. Payables
Trade payables 25,411 25,408 23,472 22,919
Reinsurance payables 7,348 4656 7,141 4372
Related party payables 1,263 904 4,215 804
Total payables 34,022 30,968 34,828 28,085
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TOWER INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2009

14.  Provisions
Employee benefits

Total provisions

15.  Insurance liabilities
Unearned premiums
QOutstanding claims

Total insurance liabilities

16. Contributed equity
Share capital
Fully paid ordinary shares

Fully paid ordinary shares
Opening balance at 1 October
Shares issued during the year
Closing balance at 30 September

Fully paid convertible preference shares
Opening balance at 1 October

Shares sold during the year

Closing balance at 30 September

Represented by:
Ordinary shares authorised, issued and fully paid (no par
value)

Fully paid ordinary shares
Opening balance at 1 October
Shares issued during the year
Closing balance at 30 September

Fully paid convertible preference shares
Opening balance at 1 October

Shares sold during the year

Closing balance at 30 September

Group
2009 2008

NZ$000 N2$000

3,834 4,046

3,834 4,046

96,914 103,045
96,756 77,398
193,670 180,443

47,900 47,900
47,900 47,900
47,800 35,198
- 12,702
47,900 47,900
- 12,702
- (12,702)
Number of shares

49,017,980 49,017,980

49,017,980 39,806,622
- 9211358

49,017,980 49,017,980

All shares rank equally with one vote attached to each share.

17. Retained profits

Retalned profits

Opening balance at 1 October

Net profit for the year attributable to shareholders
Dividend paid

Transfer from share based payment reserve
Other

Closing balance at 30 September

- 18,422,715
- (18,422,715)
66,123 §7.322
16,744 14,801
(23,000) (6,000)
201 -
511) -
59,657 66,123
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Company
2009 2008
NZ$000 NZ$000
3,442 3.601
3,442 3,601
80,702 83,802
54,036 56,870

134,738 140,672

47,900 47,900
47,900 47,900
47,900 35,198
- 12,702
47,900 47,900
- 12,702
- (12,702)
Number of shares

49,017,980 49,017,980

49,017,980 39,806,622
- 9,211,358

49,017,980 49,017,980

- 18422715
- (18.422,715)
55,112 42,240
15,049 18,872
(23,000) (6,000)
201 -
47,362 55,112




TOWER INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2009

Group Company
2009 2008 2009 2008
NZ2$000 NZ$000 NZ$000 NZ$000

18. Reserves

Foreign currency transiation reserve

Opening balance at 1 October 2,487 (409) 3,138 1,761
Currency translation differences arising during the year {2,883) 2,896 (48) 1,377
Closing balance at 30 September 396 2,487 3,090 3,138

Exchange differences arising on transiation of foreign controlled entities are 1aken to the foreign currency translation reserve as
described in note 1(h). The reserve is recognised in profit and loss when the net investment is disposed of.

Share based payments reserve

Opening balance at 1 October 211 254 21 254
Transfer to retained profits (201) - (201) -
Option expense 47 (43) 47 (43)
Closing balance at 30 September 57 211 57 21

The share based payments reserve recognises share options in the parent company, TOWER Limited, held by senior executives
employed by TOWER Insurance Limited. Full details relating to the share option schemes are included in the financial statements of
TOWER Limited for the year ended 30 September 2009.

Capital reserve

Opening balance at 1 October 11,990 11,990 11,659 11,659
Closing balance at 30 September 11,990 11,980 11,659 11,659
Total reserves 11,651 14,688 14,806 15,008
Minority interest

Opening balance at 1 October 3,020 3,717 - -
Share in current year profit of subsidiary 548 8 - -
Dividends paid by subsidiary to minority shareholders (340) (207) - -
Share of foreign currency transiation reserve

movements (536) 202 - -
Closing balance at 30 September 2,692 3,020 - -

19. Distributions to shareholders
A dividend of $23,000,000 was paid during the year ended 30 September 2009 (30 September 2008: $6,000,000).
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TOWER INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2009

20. Insurance business

{a) Analysis of insurance operating result
Premium revenue

Outward reinsurance expense

Net premium income

Claims expense
Reinsurance recoveries
Net claims incurred

Acquisition costs
Other underwriting expenses
Underwriting resuit

Net investment income from general insurance business:

Investment revenue
Investment expenses
Net investment income

Operating surplus before income tax

{b) Net claims incurred

Group

Gross claims expense
Direct claims - undiscounted
Discount

Gross claims expense

Reinsurance and other recoveries
Reinsurance and other recoveries revenue -
undiscounted

Discount

Reinsurance

Net claims incurred

Company

Gross claims expense
Direct claims - undiscounted
Discount

Gross claims expense

Reinsurance and other recoveries
Reinsurance and other recoveries revenue -
undiscounted

Discount

Reinsurance

Net claims incurred

Group Company
2009 2008 2009 2008
NZ$000 NZ$000 NZ$000 NZ$000
214,619 206,115 170,388 167,815
(19,497) (16,836) (7,167) (6,854)
195,122 189,279 163,221 160,961
146,621 124,516 106,872 109,822
(25,979) (3,293) (2,449) (1,041)
120,642 124,223 104,423 108,781
30,820 30,646 30,920 28,159
29,453 27,032 21,852 22,834
14,107 10,378 6,026 1,187
11,540 11,425 14,277 21,732
(347) (398) (347) (316)
11,193 11,027 13,930 21,416
25,300 21,405 19,956 22,603
2009 2008
Risks borne in  Risks borne in Risks borne Risks borne in
current year prior years Total current year prior years Total
NZ$000 NZ$000 NZ$000 NZ$000 NZ$000 NZ$000
144,536 120 144,656 123,223 (1,158) 122,064
46 1,919 1,965 (78) 2,530 2,452
144,582 2,039 146,621 123,145 1,371 124,516
23,349 2,863 26,212 843 2,419 3,262
(26) (207) {233) (2) 33 31
23,323 2,656 25,978 841 2,452 3,293
121,259 (617) 120,642 122,304 {1,081) 121,223
2009 2008
Risks borne in Risks borne in Risks borne Risks borne in
current year prior years Total currentyear  prior years Total
NZ$000 NZ$000 NZ$000 NZ$000 NZ$000 NZ$000
105,381 (400) 104,981 108,794 (389) 108,405
- 1,891 1,891 (3) 1,420 1,417
105,381 1,491 106,872 108,791 1,031 109,822
931 1,653 2,584 119 899 1,018
- (135) (135) - 23 23
931 1,518 2,449 118 922 1,041
104,450 {27) 104,423 108,672 109 108,781

Current year amounts relate to risks borne in the current financial year. Prior period amounts relate to reassessment of the risks borne in all

previous financial years.
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TOWER INSURANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2009

20. Insurance business (Cont.)

{c) Net outstanding claims

i} Net outstanding claims liability

Group Coimpany
2009 2008 2009 2008
NZ$000 NZ$000 NZ$000 NZ$000
Central estimate of expected present value of future payments 72,534 79,515 60,005 64,146
Risk margin 4,907 4,351 4,567 3,756
Claims handling costs 4,668 4,623 3,934 3,204
82,109 88,389 68,506 71,106
Discount (17,081) {17,615) _(17,114) (17,404)
Net outstanding claims liability 65,028 70,774 51,392 53,702
i} Reconciliation of movements in net discounted outstanding claims liability
Group 2009 2008
Gross Reinsurance Net Gross Reinsurance Net
NZ$000 NZ$000 NZ$000 NZ$000 NZ$000 NZ$000
Balance brought forward 77,398 (6,624) 70,774 68,968 (5,695) 63,273
Effect of change in foreign exchange rates (637) {1,935) {2,572) 1,874 674 2,545
Effect of changes in assumptions 676 77 753 1,028 (142) 886
Incurred claims for year 146,621 (25,979) 120,642 124,519 (3,294) 121,225
Claim payments during year 127,302 (2,733) 124,569 118,991 (1,836) 117,165
Balance carried forward 96,756 {31,728) 65,028 77,398 (6,624) 70,774
Reconciliation of net undiscounted claims to liability for net outstanding claims
Long tail outstanding claims undiscounted 36,682 (3,556) 33,126 40,594 (1,845) 38,749
Discount (16,157) 738 (15,419) (18,120) 505  (17,615)
Long tail outstanding claims 20,525 (2,818) 17,707 22,474 (1,340) 21,134
Short tail outstanding claims 47,321 48 640
Total net outstanding claims as per balance sheet 65,028 70,774
Company 2009 2008
Gross Reinsurance Net Gross Reinsurance Net
NZ$000 NZ$000 NZ$000 N2$000 NZ$000 NZ$000
Batance brought forward 65,778 (2,076) 53,702 51,438 (1,673) 49 765
Effect of change in foreign exchange rates (620) (360) (980) (620) (360) (980)
Effect of changes in assumptions 556 63 619 1,028 (142) 886
Incurred claims for year 106,819 (2,449) 104,370 109,822 (1,041) 108,781
Claim payments during year 108,497 (2,178) 106,319 105,890 (1,140) 104,750
Balance carried forward 54,036 (2,644) 51,392 55,778 (2,076) 53,702
Reconciliation of net undiscounted claims to liability for net outstanding claims
Long tail outstanding claims undiscounted 30,935 {2,171) 28,764 35,355 {1,671) 33,684
Discount _{16,009) 630 (15,379) (17,900) 495 (17,405)
Long tail outstanding claims 14,926 (1,541) 13,385 17,455 (1.176) 16,279
Short tail outstanding claims 38,007 37,423
Total net outstanding claims as per balance sheet 51,392 53,702
Group Company
2009 2008 2009 2008
Nz$000 NZ$000 NZ$000 NZ$000
iii) Long tail outstanding claims is made up of exposures from:
Pacific Islands 4,438 4,707 116 163
Australia 9,240 11,160 9,240 11,160
Inwards reinsurance business (excl Australia) 4,029 5,069 4,029 5,069
Net discounted long tait outstanding claims 17,707 20,936 13,385 16,392
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TOWER INSURANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 September 2009

20. Insurance business (Cont.)

(d) Assumptions adopted in calculation of insurance provisions

The claims provisions have been assessed having regard to external actuarial assessments.

The actuary used was P. Davies, B.Bus.Sc, FNZSA, FIA, AlA, AIAA.

The external actuarial assessments are in accordance with the standards of the Societies of Actuaries in New Zealand. The Actuary was satisfied
as to the nature, sufficiency and accuracy of the data used to determine the outstanding claims.

Long tail claims - Pacific Islands and Australia only
The following assumptions have been made in determining net outstanding claims liabiities for the long tail business of the Pacific Islands and
Australia only:

2008 2008
- Inflation rates varied from 1.5% to 8% 1.5% to 8%
- Discount rates varied from 4% to 9% 4% to 7%
- Claims handling expense ratio 33%t013% 3.3%to 13%
- Risk margin 15% t0 20%  15% to 20%

Short tail claims
No such assumptions apply to the short tail business.

Inflation rate
Insurance costs are subject to inflationary pressures. Inflation assumptions for all classes of business are based on current economic indicators.

For motor and property classes, for example, claim costs are related to the inflationary pressures of the materials and goods insured as well as labour costs to
effect repairs. These costs are expected to increase at a level between appropriate Consumer Price index (CPl) indices and wage inflation.

Risk margin
The overall risk margin is determined allowing for diversification between classes of business and the relative uncertainty of the outstanding claims estimate for
each class.

The assumptions regarding uncertainty for each class were applied to the net central estimates and the results were aggregated allowing for diversification in
order to arrive at an overall provision which is intended to have a 75% probability of sufficiency.

Applicable to all long tail and short tail claims
The weighted average expected term to settlement of outstanding claims from balance date is

2009 2008
- Short tail claims within 1 year within 1 year
- Long tail claims in the Pacific Isiands 1.06 to 2.51 years 1.6 to 3 years
- Long tail claims in Australia 6.9 to 7.8 years 6.6 t0 6.8 years
- Inwards reinsurance treaties in excess of 10 years in excess of 10 years

Discount rate
The outstanding claims liabilities is discounted at a rate equivalent to that inherent in a portfolio of riskless fixed interest securities with coupon and redemption
cash flows exactly matching the projected inflation claim cash flows.

Outstanding claims liabilities are discounted to present value using a risk free rate based on ten year government bond rate in New Zealand. The outstanding
claimns liabilities relating to the Pacific Islands are discounded to present value using the relevant government bond rates applicable to each of the Pacific Islands.

Claims handling expense
The estimate of outstanding claims liabilities incorporates an allowance for the future cost of administrating the claims. This allowance is determined after
analysing historical claim related expenses incurred by the classes of business.

Inward reinsurance business

The company participated in some inward treaty and pooling arrangements all of which ceased prior to 1985. These claims continue to be run off. Some
arrangements have commuted with cedants and other commutations are being sought. Some pooling arrangements are progressing through solvent schemes of
arrangement. Information from the cedants has been regular and reserves for these claims have been conservatively assessed and reported by the cedants.
Because of the nature of inward treaty and pooling arrangements, it is difficult to have these liabilities reliably actuarialiy assessed. Accordingly the company has
taken a conservative appoarch in assessing these liabilities and has based its reserves on the latest available information from cedants plus IBNR provisions
based on recent trends. With the exception of the Australian treaties, the inwards reinsurance business has not been actuarially assessed and does not form part
of the sensitivity analysis. All other long tail business is included and has been actuarially assessed.
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20. Insurance business (Cont.)

Sensitivity analysis - Pacific Islands and Australia only
The impact of change in key variables on the outstanding claims liability relating to the long tail business of the Pacific Islands and Australia only is

Variable

Claim settlement period

Claims expenses ratio

Inflation rates

Discount rates

Sensitivity analysis - short tail business

Movement
+ 0.5 years
- 0.5 years

increase of 1%
decrease of 1%

increase of 1%
decrease of 1%

increase of 1%
decrease of 1%

Sensitivities relating to the short tail business are not material for disclosure.

{e) Risk management policies and procedures
The general insurance business of the Group involves a number of non-financial risks. Notes on the policies and procedures employed in managing these risks in
the general insurance business are set out below.

Group Parent
fmpact Impact
$'000 $'000
271) (248)
271 248
277 254
277) (254)
978 955
(755) (733)
(801) (779)
935 912

(i) Objectives in managing risks arising from insurance contracts and policies for mitigating those risks
The risk management activities include prudent underwriting, pricing, and management of risk, together with claims management, reserving and investment
management. The objective of these disciplines is to enhance the financial performance of the insurance operations.

The key policies in place to mitigate risk arising from writing general insurance contracts include:
- comprehensive management information systems and actuarial models using historical information to calculate premiums and monitor claims;

- monitoring natural disasters such as earthquake, flood, storms and other catastrophes using models;

- the use of reinsurance to limit the Group's exposure to large single claims or accumuliation of claims that arise from the same event.

(i) Terms and conditions of insurance contracts that have a material effect on amount timing and uncertainty of cash flows
The term and conditions attaching to insurance contracts affect the level of insurance risk accepted by the Group. There are no special terms and conditions in
any non standard contracts that have a material impact on the financial statements.

(iii) Concentration of insurance risk

The exposure to concentration of insurance risk is mitigated by the group operating a portfolio of diversified classes of business across a number of countries.

Concentration risk is a factor in the event of a natural disaster, political unrest or other catastrophes. Modelling is undertaken to estimate the impact of such risks
and the net exposure is limited through the purchase of reinsurance cover to the extent that it is capital efficient.

(f) Development of claims

The following table shows the development of net undiscounted outstanding claims relative to the current estimate of ultimate claims costs for the

five most recent years.

Group
Incident year

Prior 2005 2006 2007 2008 2009 Total
Ultimate claims cost estimate NZ$000 NZ$000 NZ$000 NZ$000 NZ$000 NZ$000 NZ$000
At end of accident year - 111,522 118,996 121,316 122,903 121,562
One year later - 111,491 117,333 121,198 123,926 -
Two years later - 111,024 116,573 119,803 - -
Three years later - 110,756 116,498 - - -
Four years later - 110,523 - - - -
Current estimate of ultimate claims cost - 110,523 116,498 119,803 123,926 121,562
Cumulative payments - {110,366) (115,493) (118,242) (118,191) (84,276)
Undiscounted central estimate 26,790 157 1,005 1,561 5,735 37,286 72,534
Discount to present value 16,408 (7) 18 17 (23) 6 15,419
Discounted central estimate 11,382 164 987 1,544 5,758 37,280 57,115
Claims handling expense 1,965 21 49 87 172 1,564 3,858
Risk margin 3,700 14 50 51 85 155 4,055
Net outstanding claims liabilities 17,047 199 1,086 1,682 6,015 38,999 65,028
Reinsurance recoveries on outstanding claims
liabilities and other recoveries 31,728
Gross outstanding claims liabilities 96,756
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20. Insurance business (Cont.)

Company
Incident year

Prior 2005 2006 2007 2008 2009 Total
Ultimate claims cost estimate NZ$000 Nz$000 NZ$000 NZ$000 NZ$000 NZ$000 NZ$000
At end of accident year - 97,561 104,364 106,718 108,718 104,450
One year later - 97,827 103,794 107,439 109,709
Two years later - 97,871 103,519 106,799
Three years tater - 97,782 103,420
Four years later - 97,689
Current estimate of uitimate claims cost - 97,589 103,420 106,799 108,709 104,450
Cumulative payments - (97,682) (103,343) (106,132) (105,251) (74,898)
Undiscounted central estimate 25,344 (93) 77 667 4,458 29,552 60,005
Discount to present value 16,369 - 2 2 2 3 15,378
Discounted central estimate 9,975 (93) 75 665 4,456 29,549 44,627
Claims handling expense 1,924 2 3 9 44 1,148 3,130
Risk margin 3,625 - 3 2 2 3 3,635
Net outstanding claims liabilities 15,524 (91) 81 676 4,502 30,700 51,392
Reinsurance recoveries on outstanding claims
liabilities and other recoveries 2,644
Gross outstanding claims liabilities 54,036

(g) Liability adequacy test

The tiability adequacy test has identified a surplus for each portfolio of contracts that are subject to broadly similar risks and are managed together

as a single portfolio.

The risk margin adopted in performing the liability adequacy test is 75%. The outstanding claims liability is set at a level that is appropriate and
sustainable to cover the Group’s claims obligations after having regard to the prevailing market environment and prudent industry practice.

{h) Insurer financial strength rating

TOWER Insurance Limited has an insurer financial strength rating of “A-" (Excellent) issued by AM Best Company Limited.

(i) Reinsurance programme

Reinsurance programmes are structured to adequately protect the general insurance companies’ solvency and capital positions. They cover per risk and event
losses in each country, including a major Wellington earthquake, assessed as the worst possible scenario.

21.  Operating leases
Rent paid under non-cancellable operating
leases during the year

Rent payable under non-cancellable operating leases to th

~ Not later than one year

~ Later than one year and not later than five
years

~ Later than five years

Operating lease payments represent the future rentais payable for office space under current leases.

with rental rates reviewed every three years.

Group
2009 2008
NZ$000 NZ$000
4,223 3,884

e end of the lease terms are:

2,298 2,175
6,424 7,536

344 369
9,066 10,080
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Company
2009 2008
NZ$000 NZ$000
3,386 3,164
2,113 1,912
6,285 7,229
223 230
8,621 9,371

Leases are entered into for an average of seven years







