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TOWER Limited FY14 Result for announcement to market 
 
In accordance with NZSX Listing Rules; and ASX Listing Rules 4.3A, I enclose the following for release 
to the market in relation to TOWER Limited (NZE/ASX: TWR) FY14 Result for announcement to market: 
 
1. Media release 
2. ASX Appendix 4E 
3. NZX Appendix 1  
4. NZX Appendix 7 
5. Management Review 
6. Financial Statements (including independent Auditor’s Report) 
 
 
TOWER’s Chairman Michael Stiassny, Chief Executive Officer David Hancock, and Chief Financial 
Officer Michael Boggs, will discuss the full year results at 10:00am New Zealand time today. 
 
 
Michael Boggs 
Chief Financial Officer 
TOWER Limited 

ARBN 088 481 234 Incorporated in New Zealand 
 
 
 
For further information, please contact:  
Julia Belk 
Head of Capital and Investor Relations 
Phone: +64 9 925 0034 
Email: julia.belk@tower.co.nz 
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TOWER delivers strong full-year result as focused general insurer 
 
TOWER has reported a net profit after tax (NPAT) of $23.6 million for the year ended 30 September 
2014.  
 
Underlying general insurance NPAT, which reflects the continuing business, increased 32.3% to $25.1 
million. 
 
Highlights from FY2014 include: 
 

 Gross Written Premium $297.6m, up 6.6%  

 General Insurance Underlying Net Profit After Tax $25.1m, up 32.3% 

 Strong performance from the Pacific – 79.1% growth in underlying NPAT 

 Sale of TOWER Life (N.Z.) Limited for $36 million 

 Industry leading Canterbury progress at 88% settled or completed  

 Full year dividend 14.5 cps unimputed, up 31.8%  

 Capital return through buybacks of $56.7 million during the year 

 Intention to undertake on-market buy-back of up to $34 million  
 
Reported NPAT was down from $34.4 million for FY2013, as the prior year included abnormal items as 
well as earnings from divested businesses. TOWER is now a focused general insurer after divesting its 
health, life and investments businesses. 
 
TOWER Chairman Michael Stiassny said the underlying result was pleasing and reflected the improving 
industry backdrop and solid progress in TOWER’s strategy to be a leading light in New Zealand and 
Pacific general insurance.  
 
“Stronger underlying profit, progress on the Canterbury rebuild, further asset sales and prudent capital 
management have supported shareholder returns,” he said. 
 
“Capital management remains a priority for the board. We intend to implement an on-market buy back to 
return up to $34 million, or up to 10% of TOWER’s issued capital.”  
 
In line with TOWER’s 90-100% NPAT payout policy, the Board is pleased to announce a final dividend 
of 8.0 cents per share unimputed. This brings the full year dividend to 14.5 cents per share, an increase 
of 31.8%.  
 
Chief Executive Officer David Hancock said TOWER has an attractive platform for growth in general 
insurance. The company continued to focus on growth through three strategic pillars of financial 
performance, customer satisfaction and staff engagement.  
 
“We are pleased with the improvement in our underlying general insurance profit in FY2014. Customer 
retention, brand recognition, net promoter score and staff engagement measures have also improved 
significantly in the last 12 months. Along with a continued focus on cost management this is expected to 
help us unlock the potential of our general insurance brand in New Zealand and the Pacific,” he said. 
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“Strong responses to our SmartDriver app and Full replacement for fire benefit highlight the potential for 
further innovation by leveraging technological change and our risk management capabilities.” 
 
Mr Hancock said the solid growth in general insurance was particularly encouraging given the significant 
adverse weather events that continued to impact claims across the industry.  
 
Large claim weather events had a major financial impact in FY2014, costing $14.4 million, up from $9.6 
million in the previous year.  
 
New reinsurance cover in place from 1 October 2014, which covers multiple large events (excluding 
New Zealand earthquakes) from $1 million and up to $5 million per event, is expected to reduce future 
earnings volatility. 
 
The Pacific business enjoyed a strong rebound in earnings following the devastation of Cyclone Evan in 
the previous year and now represents almost a third of group net profit.  
 
“We are exploring opportunities to further expand our presence in the Pacific, which represents exciting 
growth opportunities aligned to core competencies,” he said. “TOWER has been looking out for Kiwis for 
more than 140 years. We want to use our deep experience in New Zealand and the Pacific to grow 
shareholder value.” 
 
TOWER made further progress on the Canterbury rebuild, reaching 88% of all claims settled and closed. 
As part of the Reserve Bank of New Zealand’s annual review, the required solvency margin was 
reduced by $30 million. 
 
TOWER completed the sale of its remaining life insurance business in August for $36 million, following a 
multi-year corporate restructure to create a pure general insurer. 
 
Capital management remains a key component of TOWER’s approach to shareholder value. In addition 
to increased dividends, TOWER returned $56.7 million to shareholders in 2014 via share buy backs and 
repaid $81.8 million in bonds to become debt free.  
 
Mr Hancock said TOWER remained a very well capitalised business and was carrying $141 million in 
capital above solvency requirements.  
 
The focus to grow shareholder value in FY2015 would be: 
 

 Drive growth and efficiency through staff engagement 
 Unlock brand potential through customer service 
 Maintain a leading position in attractive Pacific markets 
 Capitalise on the opportunities presented by industry consolidation 
 Deliver financial performance  
 Efficiently manage risk and capital for better returns 

 
It is currently intended that the on-market buy-back of up to $34 million will commence in the first quarter 
of calendar year 2015. Details of the buyback will be announced on NZX and ASX in the required form, 
and a disclosure document sent to all shareholders, once final advice on an appropriate timetable for the 
buy-back is considered, and Board approval is given to proceed. 
 
The final dividend will be paid on 3 February 2015 to shareholders on the register on 22 January 2015. 
 
 
ENDS 
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For further information, please contact:  
Tracey Palmer 
Head of Corporate Communications 
Mobile: +64 21 837 860 
Email: tracey.palmer@tower.co.nz 
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TOWER LIMITED PRELIMINARY FINAL REPORT 

 

Current Reporting Period 12 Months ended 30 September 2014 

Previous Reporting Period 12 Months ended 30 September 2013 

 

 

RESULTS FOR ANNOUNCEMENT TO THE MARKET 

 

 Year Ended  

30 September 2014  

000’s 

Movement (+/ -) from Year 

Ended 30 September 2013 

Total revenue from ordinary activities NZ$ 303,061 +6.0% 

Net profit from ordinary activities after tax 

attributable to shareholders 

NZ$ 21,624 +5062.1% 

Net profit attributable to shareholders NZ$ 23,194 -32.3% 

 

 

FINAL DIVIDEND 

A final dividend of NZ 8.0 cents per share has been declared.  The Record Date is 22 January 2015.  The 

dividend will have no imputation credits attached and will be paid net of withholding tax (where applicable) on 3 

February 2015.  No franking credits apply.  Participation in TOWER’s dividend reinvestment plan will not apply for 

the final dividend. 

 

ADDITIONAL COMMENTS 

 Total revenue from ordinary activities and net profit from ordinary activities after tax are greater than prior 

year primarily as a result of increased premium revenue. 

 Net profit attributable to shareholders decreased from prior year as a result of divestment activity.  2013 

figures include two months of profit from Health; six months of profit from Investments and 10 months of 

profit from non-participating Life Insurance businesses.  These businesses did not form part of the Group in 

2014.   

 The 2013 year included gains on sale of Investments and non-participating Life businesses net of directly 

attributable costs of sale.  2013 also included a loss of NZ$9 million, being the after tax effect of movements 

in the discount rate used to value individual risk life insurance policy liabilities.  

 2014 net profit from ordinary activities included 11 months of profits from the remaining life business; costs 

related to the Australian branch insurance liability transfer; gains on sale of the remaining life business; and 

final settlement of the non-participating life business (both net of appropriate attributable costs). 

 Net profit for the year ended 30 September 2014 was NZ$23.6 million, including minority interest of NZ$0.4 

million (2013: $34.4 million including minority interest of $0.1 million).  2013 comparatives for total revenue 

have been restated to NZ$285.8 million (from NZ$282.6 million as previously reported to NZX) due to current 

year reclassification of commission and other revenue from management and sales expenses in accordance 

with accounting standards.  

Additional Appendix 4E disclosure requirements can be found in the attached 2014 audited 
Financial Statements for TOWER Limited and its subsidiaries and Presentation. 



APPENDIX 1 
 

FULL YEAR PRELIMINARY ANNOUNCEMENTS AND FULL YEAR RESULTS 

TOWER Limited  Level 11  22 Fanshawe Street, Auckland  
PO Box 90347 Auckland  New Zealand  Tel (+64) 9 369 2000  Fax (+64) 9 369 2160 

 
  RESULTS FOR ANNOUNCEMENT TO THE MARKET 

 
TOWER LIMITED 

Reporting Period 12 months to 30 September 2014 

Previous Reporting Period 12 months to 30 September 2013 

 

 Amounts (000s) Percentage change 

Revenue from ordinary activities NZ$ 303,061 6% increase 

Net profit from ordinary activities 
after tax attributable to shareholders 

NZ$ 21,624 5062.1% increase 

Net profit attributable to shareholders NZ$ 23,194 32.3% decrease 

 

Final Dividend Amount per security Imputed amount per 
security  

 NZ 8.0 cents Nil 

Record Date 22 January 2015 

Dividend Payment Date 3 February 2015 

 

Comments  Total revenue from ordinary activities and Net profit from 

ordinary activities after tax are greater than prior year 

primarily as a result of increased premium revenue. 

 Net profit attributable to shareholders decreased from prior 

year as a result of divestment activity.  2013 figures 

include two months of profit from Health; six months of 

profit from Investments and 10 months of profit from non-

participating Life Insurance businesses.  These 

businesses did not form part of the Group in 2014.   

 The 2013 year included gains on sale of Investments and 

non-participating Life businesses net of directly 

attributable costs of sale.  2013 also included a loss of 

NZ$9 million, being the after tax effect of movements in 

the discount rate used to value individual risk life 

insurance policy liabilities.  

 2014 net profit from ordinary activities included 11 months 

of profits from the remaining life business; costs related to 

the Australian branch insurance liability transfer; gains on 

sale of the remaining life business; and final settlement of 

the non-participating life business (both net of appropriate 

attributable costs). 

 Net profit for the year ended 30 September 2014 was 

NZ$23.6 million, including minority interest of NZ$0.4 

million (2013: $34.4 million including minority interest of 

$0.1 million).  2013 comparatives for total revenue have 

been restated to NZ$285.8 million (from NZ$282.6 million 

as previously reported to NZX) due to current year 

reclassification of commission and other revenue from 

management and sales expenses in accordance with 

accounting standards. 

 

Additional Information TOWER’s DRP will not apply for the final dividend. 

Refer attached 2014 audited Financial Statements for TOWER Limited and its subsidiaries and 
Presentation for more detailed analysis and explanation. 



APPENDIX 7 – NZSX Listing Rules

Number of pages including this one

(Please provide any other relevant

NZSX Listing Rule 7.12.2. For rights, NZSX Listing Rules 7.10.9 and 7.10.10.  details on additional pages)

For change to allotment, NZSX Listing Rule 7.12.1, a separate advice is required.

Full name

of Issuer

Name of officer authorised to Authority for event,

make this notice e.g. Directors' resolution

Contact phone Contact fax

number number Date

Nature of event Bonus If ticked, Rights Issue

Tick as appropriate Issue state whether: Taxable / Non Taxable Conversion Interest Renouncable

Rights Issue Capital Call Dividend If ticked, state Full

non-renouncable change √ whether: Interim Year √ Special DRP Applies

EXISTING securities affected by this If more than one security is affected by the event, use a separate form.

Description of the ISIN

class of securities

If unknown, contact NZX

Details of securities issued pursuant to this event If more than one class of security is to be issued, use a separate form for each class.

Description of the ISIN

class of securities

If unknown, contact NZX

Number of Securities to Minimum Ratio, e.g

be issued following event Entitlement   1   for    2   for

Conversion, Maturity, Call Treatment of Fractions

Payable or Exercise Date

Tick if provide an

pari passu OR explanation

Strike price per security for any issue in lieu or date of the

Strike Price available. ranking

Monies Associated with Event Dividend payable, Call payable, Exercise price, Conversion price, Redemption price, Application money.

Source of

Amount per security Payment

(does not include any excluded income)

Excluded income per security

(only applicable to listed PIEs)

Supplementary Amount per security

Currency dividend in dollars and cents

details -

NZSX Listing Rule 7.12.7

Total monies

Taxation Amount per Security in Dollars and cents to six decimal places

In the case of a taxable bonus Resident Imputation Credits

issue state strike price Withholding Tax (Give details)

Foreign FDP Credits

Withholding Tax (Give details)

Timing (Refer Appendix 8 in the NZSX Listing Rules)

Record Date 5pm Application Date

For calculation of entitlements - Also, Call Payable, Dividend /

Interest Payable, Exercise Date,

Conversion Date. In the case

of applications this must be the

last business day of the week.

Notice Date Allotment Date

Entitlement letters, call notices, For the issue of new securities.

conversion notices mailed Must be within 5 business days

of application closing date.

OFFICE USE ONLY

Ex Date:

Commence Quoting Rights: Security Code:
Cease Quoting Rights 5pm:

Commence Quoting New Securities: Security Code:
Cease Quoting Old Security 5pm:

EMAIL: announce@nzx.com

Notice of event affecting securities

TOWER Limited

Michael Boggs Directors' resolution

09 369 2172 09 369 2160 27 11 2014

Ordinary shares NZTWRE0011S2

In dollars and cents

Retained profits
$0.080

$0.000

Enter N/A if not 

applicable

$ $0.026400 $0.000000

n/a

NZD $0.000000

$14,059,955.92 Date Payable n/a

22 January, 2015 3 February, 2015
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TOWER Management Review – Full Year to 30 September 2014 
 
Year Highlights & Achievements: 

 

 Underlying General Insurance net profit up 32.3% to $25.1 million 

 Gross written premium up 6.6% to $297.6 million, supported by rate increases  

 Pacific Underlying NPAT up 79.1% to $8.2 million   

 Final dividend 8.0 cps (unimputed), up 33.3% and full year dividend 14.5 cps (unimputed), up 
31.8% from FY2013 

 Capital return of $56.7 million returned to shareholders in FY2014 

 Investment in brand, product and service: 

o Launch of SmartDriver in April 2014  

o Launch of new “Full replacement for fire” house insurance product in October 2014 

o Winner of “Innovation of the year” award at New Zealand Insurance Industry Awards 
2014 

 Focus on staff engagement, efficiency and cost structure to support growth in multiple channels 
– key measure of staff engagement up strongly- AON Hewitt survey score up 22.4% to 60 

 Improved customer satisfaction through significant improvements to Net Promoter Score - up to 
29 as at September 2014  

 Canterbury rebuild progress continues with 88% of claims now settled and closed. RBNZ annual 
review allows for solvency release of $30 million 

 Additional reinsurance programme to reduce earnings volatility 

 Sale of TOWER Life (NZ) Limited completed, releasing $36 million 

 Well capitalised company with $141 million in capital above regulatory minimum solvency 
requirements  

 New on-market buy-back announced of up to 10% of issued capital (or $34 million whichever is 
lower) 

 
 



 

2 
 

Building shareholder value 
 
TOWER reported a net profit after tax (NPAT) of $23.6 million for the year ended 30 September 2014. 
This compares to NPAT of $34.4 million in FY2013 that included abnormal items and profits from 
divested businesses associated with the corporate restructure.  
 
Underlying general insurance NPAT was $25.1 million, an increase of 32.3%, and included a 79.1% 
increase in underlying net profit from the Pacific. This underlying profit excludes the impact of 
Christchurch earthquakes, the revaluation of Australian liabilities and the gain/loss on sale of 
businesses.  
 
The result reflects the improving industry backdrop and solid progress in executing our strategy to be the 
leading light in New Zealand and Pacific general insurance. The sale of TOWER Life (N.Z.) Limited 
(TLNZ) represents the last major asset sale of a multi-year corporate restructuring to establish TOWER 
as a pure general insurer.  
 
During the year TOWER made significant progress on implementing the growth strategy in New Zealand 
and the Pacific. Stronger underlying performance, progress on the Canterbury rebuild, further asset 
sales and prudent capital management have supported shareholder returns. 
 
The strong capital position allowed the return of $56.7 million to shareholders through buy backs in 
January and September 2014.  
  
In line with the 90-100% NPAT payout policy the Board announced a final dividend of 8.0 cents per 
share unimputed, bringing the full year dividend to 14.5 cents per share, compared to 11.0 cents 
unimputed in the previous year. The dividend will be paid on 3 February 2015 to shareholders on the 
register on 22 January 2015 (record date).  
 
In addition, TOWER intends to undertake a further share buyback of up to 10% of issued capital (or $34 
million whichever is lower) to be acquired on-market over the next 12 months.  
 
During the year the Board was pleased to welcome a new director, Rebecca Dee-Bradbury, who will 
stand for election at the 2015 Annual Shareholder Meeting. 

Performance 

 
 
 
 
 

1. General Insurance Reported NPAT, excluding the TOWER Life (N.Z) Limited business and the loss of sale in 2014. 
2. General Insurance Underlying NPAT excludes impact of the Canterbury earthquakes and the discontinuation of the Australia business. 
3. Includes profit attributable to shareholders from continuing operations only, including the impact of Canterbury earthquakes. 
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General insurance underlying net profit after tax was $25.1 million, an increase of 32.3% on prior year, 
supported by a 6.6% growth in Gross Written Premium. 
 
The solid result for the year was encouraging given significant adverse weather events that continued to 
impact claims activity across the industry. Large claim events cost $14.4 million in FY2014, up from $9.6 
million in the previous year.  New reinsurance cover in place from 1 October 2014, which covers multiple 
large events (excluding New Zealand earthquakes) from $1 million and up to $5 million per event, will 
reduce future earnings volatility. 
 
During the year, TOWER continued to focus on the strategic pillars of financial performance, customer 
satisfaction and staff engagement.  
 
It’s early days, but our focus on customer service, product innovation, people and cost management is 
beginning to bear fruit, which should support over the medium-term our underlying performance. 
 
Customer retention, brand recognition, net promoter score and staff engagement measures have 
improved markedly in the last 12 months, and this is expected to help us unlock the potential of our 
general insurance brand in New Zealand and the Pacific. 
 
Strong responses to our SmartDriver app and move to offer full replacement for fire house insurance 
highlight the potential for customer benefit and product innovation through leveraging technological 
change and our risk management capabilities. 
 
We are working over the medium term toward a significant improvement to expense ratios through the 
implementation of new customer management systems and processes.  At the same time investing in 
people to drive a high performance culture and further operating efficiencies.  Our focus on staff 
engagement and efficiency has led to an increase in our AON Hewitt Survey of 22.4% from 49 to 60 in 
FY2014. 
 
The Pacific business enjoyed a strong rebound in earnings following the devastation of Cyclone Evan in 
2013 and now represents almost a third of general insurance underlying net profit.  We are exploring 
opportunities to further expand our presence in the Pacific. This market represents growth opportunities 
aligned to our core strength and competencies. 
 
TOWER is looking to take advantage of industry consolidation and rationalisation to improve its skill 
base. We are also working to broaden the strong portfolio of alliance relationships to enhance our 
distribution channels. 
 
TOWER made further progress on the Canterbury rebuild, reaching 88% of all claims settled and closed 
for customers as at 30 September 2014, up from 81% at the half year.  The Reserve Bank of New 
Zealand (RBNZ) annual review in August 2014 allowed for the release of $30 million from the required 
Minimum Solvency Margin, reducing this to $50 million.   
 
TOWER completed the sale of its remaining life insurance business, TOWER Life (N.Z.) Limited, in 
August for $36 million, following a multi-year corporate restructure to create a pure general insurer. 
  
Capital management remains a key component of TOWER’s approach to shareholder value.  In addition 
to increased dividends, TOWER returned $56.7 million to shareholders in FY2014 via share buy backs 
and repaid $81.8 million in bonds to become debt free.  
 
TOWER remains a very well capitalised business and, before launching the latest $34 million on-market 
buy back, is carrying $141 million in capital above regulatory minimum solvency requirements.  
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Group Profit Summary 

 
 
 
Group net profit after tax was $23.6 million in FY2014, a decrease of 31.3% on prior year, due to now 
discontinued business units contributing to FY2013 and significant profit on disposals recorded in prior 
year. 
 
General Insurance contributed $25.1 million net profit after tax in FY2014, an increase of 32.3% on prior 
year, while TOWER Life (N.Z.) Limited contributed $5.7 million for part of the year until the sale of this 
business in August 2014. 
 
Group corporate financing costs and investment income decreased in FY2014 due to a reduction in 
interest expense following the repayment of $81.8 million bonds in April 2014.   
 
Abnormal items were a loss of $3.8 million in FY2014, primarily due to the sale of TOWER Life (N.Z.) 
Limited in the year, compared to abnormal gains of $14.7 million (excluding discount rate effect of $9.0 
million) in prior year due to the profits on sale of the investments and health businesses, offset by IT 
systems write-down, loss of non-participating life business, impact of Canterbury earthquakes and sale 
of Australia liabilities. 

1. Life includes profits from significant part of life business sold in FY13, and the remaining TLNZ sold in FY14 
2. A number of items are classified as discontinued operations in the Group financial statements 
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General Insurance  

 
 
 
 
In General Insurance, Gross Written Premium (GWP) increased 6.6% on prior year to $297.6 million, 
supported by rate growth to reflect earlier rises in reinsurance costs.  Stabilised reinsurance costs 
allowed for Net premiums (NEP) to increase 8.1% on prior year to $237.1 million primarily due to 
premium increases and improved retention.  
 
Claims were $120.5 million in FY2014 compared to $110.9 million in FY2013, including large claim 
events of $14.4 million in FY2014 compared with $9.6 million in FY2013.  Large claim events in New 
Zealand increased in the year, primarily due to storms and severe weather over Easter and in June/July.  
The Insurance Council of New Zealand noted that “This year is heading to be one of the most expensive 
years for insured loses” (September 14). 
 
Despite these pressures, the claims ratio was maintained at 50.8% (up slightly from 50.6% in FY2013). 
Excluding the impact of large claim events, our claims ratio actually improved from 46.2% to 44.8% in 
FY2014. Nonetheless, large claims events impacted general insurance underwriting profit before tax, 
which decreased 6.6% to $23.7 million compared to prior year.  
 
New reinsurance cover in place from 1 October 2014, which covers large events (excluding New 
Zealand earthquakes) from $1 million and up to $5 million per event, will reduce future earnings 
volatility. 
 
The underlying expense ratio (management expenses and commissions to NEP) increased from 37.8% 
to 39.2% in FY2014, as TOWER invested in brand, new products and systems to support the business 
for future growth. The reallocation of expenses due to the new corporate structure resulted in increased 
expenses in General Insurance.  TOWER continues to focus on staff engagement, efficiency and the 
appropriate cost structure to support future growth.  
 
Investment revenue increased 41.9% to $11.5 million in FY2014 primarily due to increased average 
cash and investment assets held by General Insurance. 
 
TOWER’s average tax rate for the General Insurance business in FY2014, was 28.6%. The rate reflects 
the average of the New Zealand and Pacific Islands corporate rates after taking into account foreign tax 
credits arising from transactions with the Pacific subsidiaries.  The rate decreased from 43.3% in 
FY2013, as TOWER Insurance Limited is now able to benefit from certain foreign tax credits.      

1. Large claim events are those greater than $1m.  2013 large claim events included $2.8m claims due to Cyclone Evan in the Pacific. 2014 large claim events 
were due to the storms within New Zealand.  

2. In the Group financial statements the impacts of the Canterbury earthquakes are accounted for as part of Claims expense and the tax impact thereon, and 
include both an increase in the provision for claims and actual claims expense, plus an amount associated with reinsurance. 

3. In the Group financial statements the revaluation and FX impact of Australia liabilities are accounted for as part of (loss)/profit from discontinued operations. 
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TOWER holds an estimated 4.6% share of the New Zealand general insurance market, placing it 4th in 
the market. More important is TOWER’s position in the key personal pines market, with shares of 10.8% 
in Home, 9.8% in Contents and 6.3% in Motor lines. This highlights the substantial opportunity available 
to TOWER in New Zealand.   
 
The Company has nearly 492,000 policies and 264,000 customers in New Zealand and seven Pacific 
territories through its own direct business and alliance partnerships. 
 
Customer service to unlock brand potential 
 
TOWER continues to utilise technology to lower costs and improve the value proposition. We are 
seeking to grow share in personal lines through a customer-focused culture. We are introducing better 
products, improved risk based pricing, lower costs and better customer service to position for growth in 
General Insurance via direct channels and through alliances and distribution agreements. 
 
Net Promoter Score (NPS) is a key metric to measure how likely customers are to recommend us. 
"Promoters" will generally hold more policies with us, hold higher value policies, and stay with us longer.  
Since we began our focus on customer feedback to drive our service culture, the NPS rating has 
increased from a score of just 6 in November 2013 to 29 in September 2014.  In addition, our Voice of 
the Customer portal captures other feedback to deliver a better experience to customers.  
 
We are building a culture which delivers on our customer promise of an “Easy, Caring, and Individual” 
relationship with our customers: 

• Interactions are an opportunity to engage and build a relationship 
• Greater focus on customer retention 
• Internal processes reflect customer needs, particularly in Claims 
• A new customer service mode that reflects the full customer experience 

 
We have undertaken a number of activities during the year to focus on our position as a leading New 
Zealand owned general insurance company. There has been a strong response to our brand campaign 
that has been reflected in meaningful increases in preference, brand recognition and awareness.  

 
We are utilising technology to gain a deeper and richer understanding of our customers, which helps us 
more accurately identify our key market segments. This improves our understanding of the growth 
opportunities that these segments offer for our direct, digital and alliance businesses. 
 
The launch of the SmartDriver app in April 2014 represented a major change in how we interact with 
customers.  SmartDriver allows us to monitor customer driving behaviour and offer a premium based on 
these individual metrics.  Customers who demonstrate better driving behaviour can be rewarded by 
insurance discounts of up to 20%.  
 
This development of technology was recognised with TOWER winning the “Innovation of the year” 
awards at the New Zealand Insurance Industry Awards 2014. 
 
We continue to focus on technology to improve our connections with customers and are excited by the 
prospect of increased online insurance product offerings.   
 
Our drive for customer benefit innovation is also delivering results with the successful launch full 
replacement for fire house insurance benefit in October 2014.   
 
Staff engagement and efficiency 
 
We continue to drive staff engagement and efficiency and this is reflected in this year’s AON Hewitt staff 
survey score increasing 22.4% in the 12 months to October 2014 to 60, and we are still working hard to 
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reach our next milestone of 65.  Personal development, career path management, succession planning 
and investment in senior leadership are important features of our approach. 
 
During the year special focus has also been on enhancing efficiency and productivity.  Specific initiatives 
include the new customer service “incubator” combining service and sales staff to create a seamless 
experience for customers, the introduction of a Lean Six Sigma to optimise efficiency and business 
processes and further investment in staff development and training. 

Pacific  
 
The Pacific Islands is a significant and important business, accounting for 18.1% of GWP and 32.6% of 
General Insurance underlying NPAT in FY2014.  In local currencies, GWP increased across the region, 
although Pacific GWP decreased marginally in NZD to $53.9 million, due to currency effects.  Net profit 
after tax from the Pacific increased 79.1% to $8.2 million.  Results were affected in 2013 by Cyclone 
Evan in Fiji and Samoa and by withholding tax expenses.   
 
Papua New Guinea and Fiji together represent 63% of Pacific GWP in FY2014, with the TOWER brand 
“National Pacific Insurance” operating in Samoa, American Samoa and Tonga representing a further 
21% of GWP.  Operations in the Cook Islands and Solomon Islands contribute the remaining 16%.  In 
Fiji, where TOWER has operated for 140 years, the Company’s first television and online campaign 
delivered encouraging results. The online strategy in Fiji is now driving up to 20% of direct lead 
generation.  
 
In 2014 TOWER has undertaken key branding and marketing campaigns in the Pacific, including TV 
advertising campaigns in Fiji and an arson prevention campaign in Cook Islands.  We have been 
working for some time on this community-oriented prevention campaign with a number of experts and 
Government representatives including the Prime Minister of the Cook Islands Henry Puna and the Cook 
Islands Police Commissioner. 
 
Customer satisfaction is high in the Pacific, with NPS reaching 48 in September 2014, with our local staff 
highly engaged in our business.   
 
TOWER is utilising its strong brand, alliances and expertise to examine growth opportunities as a direct 
insurance provider. With appropriate risk management and underwriting policies in place, there are 
further growth opportunities aligned to TOWER’s core strength and competencies.  
 
Canterbury rebuild  
 
TOWER continues to be a leader in the industry in its settlement of Canterbury earthquake claims, with 
88% of all claims now settled and closed (as at September 2014), up from 81% at the half year.  We are 
dedicated to resolving the outstanding claims and providing certainty to our customers through:  
 

 Ensuring all customers who want TOWER to manage the rebuild or repair of their house are in 
the construction programme; 

 Resolving the last of the EQC out of scope claims; 

 Working closely with builders and sub trades to ensure work is completed to schedule; and 

 Ensuring multi-unit building (MUB) customers are clear with their settlement options. 
 
TOWER continues to support the Residential Advisory Service (RAS) to resolve claims where 
customers need independent advice on their claim. 
 
Members of the Executive Leadership Team regularly visit Canterbury to talk to affected customers and 
view first-hand the recovery programme progress. The Board also takes a very keen interest in our 
programme of work. TOWER reviews its earthquake provisions on a quarterly basis. Our most recent 
actuary valuation affirmed that there is no change required to the key February 2011 event provisions for 
earthquake claims. 
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We are on track to achieve 95% settlement and closure of all earthquake related claims by the end of 
2015, with a small tail of more complex claims to follow.  
 
Sale of TOWER Life (N.Z.) Limited 
 
In August 2014, TOWER completed the sale of the remaining life business, TOWER Life (N.Z.) Limited, 
for net proceeds of $36 million to Foundation Life (NZ) Holdings Limited.  This was a significant 
milestone, marking the completion of a divestment programme which saw the sale of health, 
investments and life insurance businesses, allowing the Company to focus efforts on the general 
insurance market.  We acknowledge the efforts of those involved in the successful sale of TOWER Life 
(N.Z.) Limited and those in our Life team who continued to perform with professionalism during the sale 
process. 
 
Solvency and capital management 
 
TOWER has a long term policy of retaining within its licensed General Insurance entity 175% of the 
minimum solvency capital (MSC) required under the Insurance (Prudential Supervision) Act 2010. 
In August 2014, as part of their annual review, the RBNZ released $30 million of TOWER’s Minimum 
Solvency Margin (MSM) which now remains at $50 million. As at 30 September 2014, our actual MSC 
was $74.6 million.   
 
Capital held by TOWER above the regulatory minimum requirement was $141 million as at 30 
September 2014, ($75 million General Insurance solvency above regulatory minimum plus $66 million 
held at corporate).   As at 30 September 2014, TOWER held $380.5 million of cash and investments and 
is debt free. 
 
TOWER paid $56.7 million in capital returns to shareholders in FY2014, including $52.6 million through 
an off-market voluntary share buyback in January 2014 and $4.1 million through a small shareholder 
buyback scheme in September 2014.  

Strategy and outlook 
 
TOWER aims to deliver attractive shareholder returns by growing a general insurance business that is 
seen as a leading light in New Zealand and the Pacific Islands.  
 
The Company has established three pillars of its New Zealand General Insurance strategy: staff 
engagement, customer satisfaction and financial performance.  
 
TOWER’s approach to building shareholder seeks to:  

 Drive growth and efficiency through staff engagement; 

 Unlock significant brand potential through customer service; 

 Maintain a leading position in attractive Pacific markets;  

 Deliver financial performance; 

 Efficiently manage risk and capital for better returns; and  

 Capitalise on the opportunities presented by industry consolidation.  
 

Industry outlook 
 
For the industry, growth in reinsurance costs and premiums is easing post the Canterbury earthquakes 
but both the cost of compliance and capital requirements have increased. Adverse weather events have 
been an issue for industry costs in recent years and this may further support premiums. 
 
Technological change will continue to have a significant impact on the industry with opportunities to 
improve service and offer. Customers are highly informed and mobile and price and service are key 
drivers of choice.  
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Industry consolidation is expected to remain a trend in New Zealand insurance. TOWER will look to 
actively participate in this where there is benefit to shareholders. However, with industry concentration 
increasing, the risk of new entrants remains.  
 
Staff engagement and efficiency 
 
TOWER is looking to build on the improvements made to its operating platform and customer culture in 
FY2014. The current expense ratio of 39.2% compares with best practice of 33%. New technology is 
expected to support an improvement in expense ratios in the medium term and top line growth should 
further assist.  
 
Engaged, energised and productive staff is an important element of our customer and efficiency 
strategy. We are looking to make further significant improvements to staff engagement in FY2015. Our 
goal is to lift the key indicator of engagement, the AON Hewitt score to 65. 
 
Industry consolidation transactions such as those seen in the last 12 months provide opportunities to 
improve our organisational expertise and skills as industry worker mobility increases. We made high 
quality hires in FY2014 at all levels of TOWER and will continue to look to improve our mix of experience 
as an enabler of our general insurance strategy to build shareholder value. 
 
Customer focus and brand 
 
We have seen substantial improvements in customer satisfaction in the last 12 months with our Net 
Promoter Score reaching 29 in September 2014. Our goal is to continue the fundamental improvements 
in our business to achieve a NPS rating of 35 in FY2015.  
 
We believe that greater industry concentration has the potential to constrain innovation in the industry as 
major players fail to recognise and respond to shifts in customer behaviour and needs. One of the key 
drivers of these changes remains technology.  
 
Customer benefit and product innovation supported our branding and product offering in FY2014 with 
the release of the SmartDriver app and the introduction of full replacement for fire house insurance. We 
have utilised technology and risk management to introduce products that offer excellent value and 
address consumer needs.  
 
These products are expected in the medium term to improve our brand, grow customers, improve our 
costs and enhance risk management. We will continue to look for opportunities to innovate with new 
products in FY2015 to unlock the significant potential of our well-established brand.     
 
Leadership in the Pacific 
 
In FY2015, we are looking to build on our strong positions, invest in technology and branding 
campaigns, to reignite growth in major established markets. We are seeing attractive growth in policy 
numbers in the Pacific which we would like to see continue in FY2015. 
 
We are looking at new opportunities to expand our presence in the Pacific, utilising our capital efficiently 
in the region to support this growth.  
 
Management of risk and capital 
 
The solid result for the year was encouraging given significant adverse weather events that continued to 
impact claims activity across the industry.  Large claim events cost $14.4 million in FY2014, up from 
$9.6 million in the previous year.   
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Reinsurance ratio improved from 17.2% to 16.2% in FY2014 as GWP growth exceeded reinsurance 
costs growth. As reinsurance rates have eased, we took the opportunity to increase the level of 
reinsurance cover, while maintaining the level of reinsurance spending.  
 
TOWER has purchased new reinsurance cover in place from 1 October 2014 for large events (excluding 
New Zealand earthquakes) from $1 million and up to $5 million per event.  Once such large events 
reach a total of $5 million, we have reinsurance recovery of $10 million above the $5 million excess.  If 
TOWER had this level of cover in place in FY2014 our large claim events exposure would have been 
capped at $5 million compared to the actual cost of $14.4 million. 
 
TOWER has also purchased additional catastrophe cover, now $682 million, with $10 million excess. 
Maximum retention per individual risk is now NZ$1 million (US$1 million for American Samoa).  There 
has been no change in reinsurance premiums for the new full replacement for fire house insurance.  
 
The shift in reinsurance markets has enabled us to significantly de-risk the General Insurance business, 
reducing our exposure to volatile large claim events.   In FY2015, we will continue to examine ways to 
build shareholder value through improved risk management. 
 
We are on track to achieve 95% settlement and closure of all earthquake related claims by the end of 
2015, with a small tail of more complex claims to follow. This provides the opportunity for further capital 
review and release from the RBNZ solvency requirement. 
 
TOWER remains a well-capitalised company with $141 million in capital above regulatory minimum 
solvency requirements, even after returning $56.7 million to shareholders through share buy backs in 
FY2014.  
 
The adoption of a 90-100% NPAT payout policy has provided further growth in shareholder returns 
through increased dividends.  
 
The Board intends to proceed with an on-market buy back of shares to return a further $34 million to 
shareholders, or up to 10% of TOWER’s issued capital, whichever is the lower, anticipated to 
commence in the first quarter of calendar year 2015. Details of the buyback will be announced on NZX 
and ASX in the required form, and a disclosure document sent to all shareholders, once final timetable 
for the buy-back is considered, and board approval is given to proceed. 
 
Ongoing capital management remains a priority for TOWER and shareholder returns continue to be one 
of our key strategic outcomes.  We expect to have further capital management initiatives – having 
regard to capital for growth and internal uses at that time. 
 
Industry consolidation opportunities 
 
Recent merger and industry consolidation highlights the value of our general insurance business. 
TOWER is well positioned to take advantage of the distraction in the market of large insurance players 
which creates opportunity for our business.  In particular, new distribution channels coming to the market 
provide the opportunity to align ourselves with new partners and progress is being made with potential 
alliance partners. 
 
The restructuring of large insurance companies have also allowed us to tap into a pool of world class 
talent and leadership, strengthening its leadership talent. 
 
 
 
ENDS 
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Independent Auditors’ Report
to the shareholders of TOWER Limited

Report on the Financial Statements
We have audited the financial statements of TOWER Limited (“the Company”) on pages 2 to 58
which comprise the balance sheets as at 30 September 2014, the income statements, the
statements of comprehensive income, the statements of changes in equity and the statements of
cash flows for the year then ended, and the notes to the financial statements that include a
summary of significant accounting policies and other explanatory information for both the
Company and the Group. The Group comprises the Company and the entities it controlled at 30
September 2014 or from time to time during the financial year.

Directors’ Responsibility for the Financial Statements
The Directors are responsible for the preparation of these financial statements in accordance
with generally accepted accounting practice in New Zealand and that give a true and fair view of
the matters to which they relate and for such internal controls as the Directors determine are
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditors’ Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing (New Zealand) and
International Standards on Auditing. These standards require that we comply with relevant
ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditors
consider the internal controls relevant to the Company’s and the Group’s preparation of
financial statements that give a true and fair view of the matters to which they relate, in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s and the Group’s internal control.
An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

We have no relationship with, or interests in, TOWER Limited or any of its subsidiaries other
than in our capacities as auditors and providers of other assurance and assurance related
services. These services have not impaired our independence as auditors of the Company and
the Group.
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Independent Auditors’ Report
TOWER Limited

Opinion
In our opinion, the financial statements on pages 2 to 58:

(i) comply with generally accepted accounting practice in New Zealand;

(ii) comply with International Financial Reporting Standards; and

(iii) give a true and fair view of the financial position of the Company and the Group as
at 30 September 2014, and their financial performance and cash flows for the year
then ended.

Report on Other Legal and Regulatory Requirements
We also report in accordance with Sections 16(1)(d) and 16(1)(e) of the Financial Reporting Act
1993. In relation to our audit of the financial statements for the year ended 30 September 2014:

(i) we have obtained all the information and explanations that we have required; and

(ii) in our opinion, proper accounting records have been kept by the Company as far as
appears from an examination of those records.

Restriction on Use of our Report
This report is made solely to the Company’s shareholders, as a body, in accordance with Section
205(1) of the Companies Act 1993. Our audit work has been undertaken so that we might state
to the Company’s shareholders those matters which we are required to state to them in an
auditors’ report and for no other purpose. To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the Company and the Company’s
shareholders, as a body, for our audit work, for this report or for the opinions we have formed.

Chartered Accountants Auckland
27 November 2014
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