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TOWER REPORTS STRONG UNDERLYING PROFIT IN FULL YEAR RESULT 
 

TOWER Limited (NZX/ASX: TWR) has reported a net loss after tax (NPAT) of $6.6 million. 
Underlying profit after tax was up 29.6 percent to $28.2 million for the year ended 30 
September 2015. 

TOWER maintains a strong balance sheet and is well capitalised, holding capital above 
target solvency levels of $73 million.  

Features of FY2015 include: 

 Gross Written Premium $305.6 million, up 2.7 percent 

 Underlying profit after tax of $28.2 million supported by premium growth, and the 
absence of large claim events in the first half  

 Full year dividend 16.0 cps (unimputed), up 10.3 percent and on-market share 
buyback of up to $34 million to continue 

 Pacific NPAT increased 17.4 percent to $9.6 million, assisted by policy and premium 
growth and reduced claims  

 Expanded distribution alliances in New Zealand and the Pacific including the launch 
of Trade Me Insurance, providing access to new markets and a new way of operating 

 Canterbury rebuild achieved 95.6 percent of claims by volume, 88% by value, closed; 
703 claims remaining 

 Good progress on Canterbury claims, improved actuarial process and greater 
confidence in cost estimates; benefits from reinsurance 

 Increase in Canterbury event provisions: the second half increase relating to the 
February 2011 event was $53.2 million pretax, resulting in a $13.6 million after tax 
profit impact, reduced by reinsurance and tax benefits; the full year impact was $36.2 
million after tax. 

TOWER has delivered a strong underlying performance, benefiting from a benign weather 
environment and strong growth in policies and earnings in the Pacific.   
 
TOWER Chairman, Michael Stiassny said that during the year, TOWER made solid progress 
to deliver on its strategic objectives to grow the business, manage risks and enhance 
shareholder returns. 
 



 

 

“TOWER has gone through a process of significant transformation over the past few years, 
with 2015 marking our first year as a pure General Insurer. 
 
“Despite the increased provisions for Canterbury claims cost, our underlying results were 
very good and reflect the potential of the General Insurance business. 
 
“In line with TOWER’s 90-100 percent NPAT payout policy, the Board announced a final 
dividend of 7.5 cents per share unimputed. This brings the full year dividend to 16.0 cents 
per share, an increase of 10.3 percent. 
 
“We hold considerable capital and will be continuing with our on-market buyback and current 
dividend policy,” he said. 
 
The total impact of the increase in Canterbury claims provisions was $36.2 million after tax. 
The detailed analysis undertaken by the actuaries to understand these claims, their 
significantly smaller number, and the pace of TOWER’s claims resolution progress provides 
the Company with increasing confidence regarding the balance of the claims expense 
provisions. 
 
The Pacific business continues to deliver strong GWP and earnings growth assisted by 4.6% 
policy growth. Growth is supported by a number of new alliances in the region targeting the 
high growth motor segment. 
 
TOWER has made a number of important investments to assist with future growth, including 
the recent launch of Trade Me Insurance, which provides access to new markets and a new 
way of operating. The Company has also implemented a brand refresh, and upgraded 
processes and systems to improve customer interaction and satisfaction levels, and increase 
operational efficiency.  
 
Chief Executive Officer, Richard Harding said that with these foundations in place, it was 
time to focus on operational excellence and developing a high performance customer service 
culture. 
 
“We can achieve growth by unleashing the power of the TOWER brand and further 
developing a diverse range of alliances. There are also gains to be had by creating 
operational excellence through simplifying and reducing complexity in the business, and 
improving customer retention rates,” he said.  
 
TOWER strategic priorities for the medium term are: 
 

 Establish a high performance customer service culture and improve processes to 
enhance the customer experience; 

 Leverage the Trade Me Insurance offering to target its 1.4 million customers and to use 
this experience to grow TOWER’s direct business and pursue further new alliance 
opportunities; 

 Increase focus on core operational areas including improved claims management, 
enhanced risk management, simplification of processes, and underwriting and pricing to 
improve customer outcomes and create efficiencies; and 

 Maintain a strong solvency position while managing capital efficiently.   



 

 

 
The final dividend will be paid on 3 February 2016 to shareholders on the register as at 20 
January 2016. 

 

ENDS 

 
Richard Harding 
Chief Executive Officer 
TOWER Limited 
ARBN 088 481 234 Incorporated in New Zealand 

For media inquires, please contact: 
Kim Palsenbarg 
(021) 520 340 

 



TOWER Limited  Level 14  45 Queen Street, Auckland  
PO Box 90347 Auckland  New Zealand  Tel (+64) 9 369 2000  Fax (+64) 9 369 2160 

 
 

TOWER Limited         APPENDIX 4E 
 PRELIMINARY FINAL REPORT 
 24 November 2015 
 ASX LISTING RULES 4.3A 

 
 
 

TOWER LIMITED PRELIMINARY FINAL REPORT 
 
Current Reporting Period 12 Months ended 30 September 2015 

Previous Reporting Period 12 Months ended 30 September 2014 
 
 

RESULTS FOR ANNOUNCEMENT TO THE MARKET 
 

 Year Ended  

30 September 2015  

000’s 

Movement (+/ -) from Year 

Ended 30 September 2014 

Total revenue from ordinary activities NZ$ 322,448 +6.4% 

Net profit from ordinary activities after 

tax attributable to shareholders 

NZ$ (8,032) -137.1% 

Net profit attributable to shareholders NZ$ (6,982) -130.1% 

 
 

FINAL DIVIDEND 
A final dividend of NZ 7.5 cents per share has been declared.  The Record Date is 20 January 2016.  The 
dividend will have no imputation credits attached and will be paid net of withholding tax (where applicable) 
on 3 February 2016.  No franking credits apply.  Participation in TOWER’s dividend reinvestment plan will not 
apply for the final dividend. 
 

ADDITIONAL COMMENTS 
FY15 Revenue from ordinary activities has increased due to growth in both premiums and investment 
revenue. 

 

Net profit from ordinary activities after tax and Net profit attributable to shareholders are lower than the prior 
period due to increased outstanding claims provisions in respect of Canterbury earthquakes and lower 
reinsurance recoveries on the February 2011 earthquake event. 

 

Net loss for FY15 was NZ$6.6 million, including minority interest profit of NZ$0.3 million (FY14:  $23.6 million 
profit including minority interest profit of $0.4 million). 

 

FY14 Net profit from ordinary activities included results from discontinued activities (comprising 11 months 
profits from TOWER’s remaining life business; residual costs from Australian branch insurance liability 
transfer; net gains on sale from remaining life business; and final settlement of non-participating life 
business). 

 

 
Additional Appendix 4E disclosure requirements can be found in the attached 2015 audited 
Financial Statements for TOWER Limited and its subsidiaries and Presentation. 



APPENDIX 1 
 

FULL YEAR PRELIMINARY ANNOUNCEMENTS AND FULL YEAR RESULTS 

TOWER Limited  Level 14  45 Queen 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 2015 
Previous Reporting Period 12 months to 30 September 2014 
 

 Amounts (000s) Percentage change 

Revenue from ordinary activities NZ$ 322,448 6.4% increase 

Net profit (loss) from ordinary 
activities after tax attributable to 
shareholders 

(NZ$ 8,032) 137.1% decrease 

Net profit (loss) attributable to 
shareholders 

(NZ$ 6,982) 130.1% decrease 

 
Final Dividend Amount per security Imputed amount per 

security  
 NZ 7.5 cents Nil 
Record Date 20 January 2016 
Dividend Payment Date 3 February 2016 
 
Comments FY15 Revenue from ordinary activities has increased due to 

growth in both premiums and investment revenue. 

 

Net profit from ordinary activities after tax and Net profit 
attributable to shareholders are lower than the prior period 
due to increased outstanding claims provisions in respect 
of Canterbury earthquakes and lower reinsurance 
recoveries on the February 2011 earthquake event. 

 

Net loss for FY15 was NZ$6.6 million, including minority 
interest profit of NZ$0.3 million (FY14:  $23.6 million profit 
including minority interest profit of $0.4 million). 

 

FY14 Net profit from ordinary activities included results 
from discontinued activities (comprising 11 months profits 
from TOWER’s remaining life business; residual costs from 
Australian branch insurance liability transfer; net gains on 
sale from remaining life business; and final settlement of 
non-participating life business). 

 

 
Additional Information TOWER’s DRP will not apply for the final dividend. 
 
Refer attached 2015 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 x whether: Interim Year x 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:

20 January, 2016 3 February, 2016

$ $0.024750 $0.000000

$ n/a

NZD $0.000000

$12,748,760.25 Date Payable n/a

$0.000

Enter N/A if not 
applicable

NZTWRE0011S2

In dollars and cents

Retained profits
$0.075

09 369 2172 09 369 2160 24 11 2015

Ordinary shares

EMAIL: announce@nzx.com

Notice of event affecting securities

TOWER Limited

Brett Wilson Directors' resolution



 

1 
 

 
24 November 2015 
 
 
Market Information 
NZX Limited 
Level 2, NZX Centre 
11 Cable Street 
Wellington 
New Zealand 
 

Company Announcements Office 
Australian Securities Exchange Limited 
Exchange Centre 
Level 6, 20 Bridge Street 
Sydney NSW 2000 
Australia 
 
 

TOWER Management Review – Year to 30 September 2015 

Features of FY2015: 

 

 Reported net loss after tax (NPAT) of $6.6 million after additional Canterbury provisions 

 Underlying profit after tax from continuing businesses increased 29.6% to $28.2 million  

 Gross Written Premium increased 2.7% to $305.6 million, influenced by stable rates in New 
Zealand and strong premium and policy growth in the Pacific 

 Pacific net profit after tax increased 17.4% to $9.6 million, assisted by strong policy and premium 
growth and a reduced loss ratio 

 In the second half, higher claims in Wellington, Dunedin and Whanganui,  the launch of Trade 
Me Insurance and other initiatives increased expenses 

 Distribution alliances were expanded in New Zealand and the Pacific: Trade Me alliance live, 
providing access to new markets and a new way of operating 

 Canterbury rebuild achieved 95.6 percent of claims by volume closed; 703 property claims 
outstanding 

 Second half gross increase in February 2011 Canterbury event provision of $53.2 million, full 
year profit impact $36.2 million after tax, reduced by reinsurance and tax  

 Good progress on Canterbury claims, improved actuarial process and greater confidence in cost 
estimates; benefits from reinsurance 

 Strong solvency maintained with $73 million in capital above target solvency levels  

 Underlying EPS of 16.0 cents, up 41.6%, reflecting stronger underlying earnings and prudent 
capital management 

 Dividend policy maintained: full year dividend 16.0 cps (unimputed), up 10.3% on FY2014 

 On market share buyback of up to a further $22 million to continue following results 
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Building shareholder value 

TOWER reported a net loss after tax of $6.6 million for the year ended 30 September 2015 due to the 
impact of increased provisions relating to the Canterbury earthquakes.  Underlying profit after tax was 
$28.2 million1, a 29.6% increase on FY2014.  
 
Provisions for the February 2011 Canterbury earthquake were increased by $88.7 million in FY2015, 
which resulted in a net profit after tax impact of $36.2 million, after taking into account reinsurance 
recoveries and tax benefits.  The impact on profit was significantly reduced by the Adverse Development 
Cover taken out in April 2015. 
 
The positive underlying results reflect rising GWP, fewer large claim events, particularly in the first half, 
and strong growth in policies and earnings in the Pacific Rim. The rate of industry premium growth is 
slowing compared with recent years. Reinsurance rates have stabilised also. 
 
During the year, TOWER made solid progress on implementation of its strategy, particularly in the areas 
of: improving customer service, new alliance partnerships in both New Zealand and the Pacific, and 
entering an exciting new market through Trade Me Insurance.   
 
Underlying earnings per share (EPS) was 16.0 cents, up 41.6%. Underlying EPS now reflects the pure 
general insurance operating model. In FY2015, underlying EPS increased at a higer rate than underlying 
net profit due to capital management.  
 
The Board announced a final dividend of 7.5 cents per share (unimputed), compared to 8.0 cents 
unimputed in the previous year. This makes 16.0 cents per share for the full year, a payout ratio on 
underlying profit of 100%. Subject to maintaining appropriate levels of solvency, the Board remains 
committed to a 90 – 100% dividend payout ratio. The final dividend will be paid on 3 February 2016 to 
shareholders on the register at 20 January 2016. 
 
Despite the increased provisions for Canterbury claims costs, TOWER remains well capitalised with $73 
million in capital above target solvency levels. The on market share buyback of up to $34 million, of 
which $12 million has been completed, will continue following announcement of these financial results.  

                                                
1.
 Underlying profit excludes divested businesses and impact of Canterbury earthquakes 
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Performance summary 
 

 
 
Underlying profit was lower in the second half of the year compared to the first half, largely due to higher 
claims and operating expenses. In June, storms in Dunedin and Whanganui incurred a combined cost of 
$5 million after taking into account the aggregate reinsurance cover. Claims were also higher in the 
second half due to the Wellington storm and seasonally higher business as usual claims.  
 
Operating expenses were higher in the second half due to the timing of a number of our initiatives 
including the launch of Trade Me Insurance, the brand refresh and Insurance Faces migration. These 
investments have led to an increase in the management expense but are anticipated to improve returns 
to shareholders through revenue and efficiency benefits over the medium term. 
 
TOWER merged the customer service and sales teams to improve service levels and operational 
efficiency in the first half of the year. The implementation of the strategy initially affected service levels 
as agents were retrained and roles expanded. TOWER took a number of measures to address service 
performance and improve customer satisfaction, which now exceed pre-implementation levels. 
 
TOWER continues to build its brand as a trusted alternative to the major insurers, and a leader in 
customer service and product innovation. A brand refresh during the year sought to improve realisation 
of latent brand potential, creating a stronger connection with customers, increased brand confidence and 
preference.  
 
Late in the financial year, TOWER and Trade Me launched Trade Me Insurance, with a fully online end-
to-end service model. Trade Me Insurance provides access to a new customer base, particularly in the 
motor segment.   
 
The Pacific business enjoyed strong GWP and earnings growth assisted by 4.6% policy growth. Growth 
is supported by a number of new alliances in the region targeting the high growth motor segment. 
TOWER operations were established in Vanuatu and launched in November 2015, a market with 
attractive potential.   
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TOWER made further progress on the Canterbury rebuild, and at 30 September 2015 had achieved 
95.6% closed by volume and 88% by value, with only 703 claims outstanding from more than 15,000 
lodged.   
 
Along with other general insurers, TOWER continues to work through the tail end of claims, which are 
complex and challenging. TOWER’s appointed actuary, Deloitte, conducted a file-by-file claim review of 
open and closed claims and analysis of the claims lifecycle.  This information allows TOWER to better 
understand the ultimate claims cost.  
 
This Deloitte review also revealed the need for TOWER to increase provisions for the key February 
2011 Canterbury event by $53.2 million in the second half. This amount was reduced by reinsurance 
recoveries and tax to an impact of $13.6 million after tax on second half earnings and, following 
provision increases in the first half, a $36.2 million full year after tax impact on earnings.  
 
TOWER Insurance Limited remains a well capitalised business that is carrying $35 million in capital 
above target solvency levels in the insurance entity. Further excess cash of $38 million is held in the 
corporate entities2.  

 
Underlying earnings performance  
 

                                                
2
 Excess cash defined as cash balance less payables 
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Financial performance 
 
Gross written premium (GWP) increased 2.7% on FY2014 to $305.6 million, influenced by slowing rate 
growth in New Zealand and solid policy growth in the Pacific.  Gross earned premiums rose 6.9% to 
$304.7 million.  
 
Reinsurance costs increased 8.1% and net earned premiums (NEP) increased 6.6% on FY2014 to 
$252.8 million. While industry reinsurance costs have reduced, TOWER has elected to take out 
increased cover as part of its risk management strategy. This approach saw increased cover for large 
claim events and the February 2011 Canterbury earthquake ADC, both of which have reduced final 
exposure to claims in FY2015.  
 
The claims ratio across New Zealand and the Pacific declined to 47.7%, from 50.8% in FY2014, 
reflecting fewer large claim events. Total claims of $120.5 million in FY2015 were in line with the 
previous corresponding period. There were no large event claims in the first half but in the second half 
storms in Wellington, Dunedin and Whanganui, and seasonally higher travel and motor claims, lifted 
business as usual claims to $115.6 million, an increase of 8.9% for the year. 
 
The combined ratio improved to 89.6%, down from 91.6% in the previous year. The underlying expense 
ratio (management expenses and sales expenses to NEP) increased to 41.9% in the year, up from 
40.8% in FY2014. TOWER made considerable investments in a major brand refresh, the launch of 
Trade Me Insurance, customer service training and systems migration to support efficiency and growth.  
 
The Pacific business continues to grow. It is a significant component of TOWER, accounting for 20% of 
GWP and 34% of underlying NPAT in FY2015. GWP grew 12.2% to $60.5 million. Profit after tax 
increased 17.4% to $9.6 million supported by benign weather across the Pacific territories as well as 
policy and premium growth and currency translation. 
 
Papua New Guinea and Fiji together make up 62% of Pacific GWP, with the TOWER brand “National 
Pacific Insurance” operating in Samoa, American Samoa and Tonga representing a further 24%. The 
operations in the Cook Islands and Solomon Islands contributed 14%.  
 
Investment revenue net of financing costs increased $3.9 million to $14.0 million following the bond 
redemption undertaken in the previous year, that left TOWER debt free.   
 
TOWER’s underlying tax rate for FY2015 was 30%. This 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.   
 
TOWER holds an estimated 4.7% share of the New Zealand general insurance market, placing it in 
fourth position, highlighting the substantial growth opportunity available to TOWER in the New Zealand 
market.   
 
The company has more than 480,000 policies and almost 265,000 customers in New Zealand and eight 
Pacific territories through its own direct business and alliance partnerships. New Zealand Alliance policy 
numbers declined 6.7% on FY2014 due to the continued runoff in the ANZ book.  
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Operating priorities during the year 
 
TOWER’s General Insurance strategy is focused on the strategic pillars of customer satisfaction, staff 
engagement and financial performance, it aims to become the leading light in the New Zealand and 
Pacific General Insurance market and drive shareholder value. In FY2015, TOWER’s operational 
priorities were: 

 Enhancing capability to support growth in new distribution channels through the Trade Me alliance;  

 Transforming customer interactions through implementation of a new service model and process 
upgrades to deliver improved customer service, efficiency and revenue in the medium term;  

 Further investment in branding and innovation; and  

 Growth in both established and new Pacific markets. 
 

New distribution channels for insurance products 

 
Alliances are an important part of TOWER’s growth strategy and a key source of revenue. TOWER has 
three types of alliance partnerships: alliances with the major banks which allow them to sell insurance on 
their banking product platforms; customer referral relationships with New Zealand’s major networks of 
financial planners; and as underwriter for a number of specialist insurance agencies. 
 
TOWER recognises the significant opportunity to improve sales, service and its cost position by using 
technology to engage both direct and alliance customers. The Internet and mobile apps like SmartDriver 
have become attractive channels for insurers like TOWER to promote and sell insurance products.  
 
The Trade Me Insurance alliance is an example of TOWER participating in this form of industry 
innovation, entering new markets and establishing an online presence and skill base. TOWER is 
seeking to apply technology to the entire policy sales and service cycle to better meet customer needs 
such as convenience, cost and service.  
 
Trade Me Insurance launched in mid-August, representing an exciting market innovation that aims to 
offer policy flexibility and delivery efficiency that supports the price positioning of a value proposition. 
The Trade Me platform offers access to 1.4 million potential insurance customers.   
 
While it is early days, to date 80% of policies sold through the alliance are in motor insurance, where 
value is an important factor and where TOWER remains underrepresented compared to other 
segments.   
 
TOWER’s investment in Trade Me Insurance to deliver an end-to-end online customer experience 
provides important learning that can be applied to establishing a direct digital platform and other new 
alliance opportunities.  

Transforming customer interactions to drive returns 

 
TOWER has seen encouraging improvements in key indicators of customer satisfaction. TOWER views 
customer interactions as an opportunity to engage and build a relationship, improve customer retention 
and extend TOWER’s service offering in order to better address customer needs.  
 
A key element of this approach is the introduction of a new service model that reflects the full customer 
experience and offers both service and sales functions from a single interaction. Merging sales and 
service provides the opportunity to significantly improve revenue, service levels and operating efficiency.    
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Execution of the strategy and increased training time affected short-term call wait times in March and 
April 2015. This impacted service levels and the observed net promoter score (NPS), a key measure of 
customer service and engagement that has increased significantly over the last two years.  
 
Measures were adopted to improve performance including expansion of the service team, increased 
training and process enhancements. These resulted in a strong recovery of NPS to levels above 
previous peaks. The recovery in customer satisfaction has been assisted by a reduction in customer 
“hand-offs” (when a call is transferred to another service agent) and “drop-outs” (when a customer 
discontinues a call). 
 
Migration to the core insurance platform, Insurance Faces, has continued through 2015 with 100% of 
direct customers now on this platform. Migration is underway for alliance partners.  
 
TOWER is planning the next phase of systems and process improvement to deliver efficiency and 
service improvements over the medium term. There is a significant opportunity in this area. However, 
this is currently constrained by systems and business complexity - simplification will be crucial.  

Unlocking brand potential  

 
The TOWER Insurance brand consistently achieves a level of recognition associated with the major 
market leaders. However, market shares generally do not reflect this high recognition. The realisation of 
this latent brand potential has been a focus. TOWER seeks to achieve effective communication of the 
brand story, ensuring product quality and innovation, and delivery of an attractive value proposition.   
 
TOWER has positioned itself as a trusted New Zealand-owned alternative to the major foreign-owned 
insurers that dominate the New Zealand market. A new brand campaign launched in June 2015 
refreshed the TOWER logo and sought to build market confidence in the company’s insurance products, 
which included increased use of social media and billboards. The new campaign has achieved 
encouraging improvement in brand awareness, preference, consideration and inbound inquiries. 
 
TOWER also enhanced its reputation as an insurer that listens to customers with the launch of its full 
replacement fire benefit for New Zealand homes. This new insurance product has been recognised in 
key brand measures.  
 
In line with the repositioning of the brand and improving its online presence, TOWER upgraded its 
corporate website to be fully mobile-friendly in FY2015.  

Growth in Pacific markets 

 
The Pacific business is a balance of small to medium enterprise business insurance and personal lines, 
including a healthy motor insurance business. 
 
TOWER has been operating in the Pacific region for over 140 years and in a number of our markets, we 
are the market leader. Customer satisfaction is high in the Pacific, with NPS in the high 40s and local 
staff are very engaged.   
 
The online presence was significantly enhanced in the region with website launches in Fiji, Papua New 
Guinea and the Solomon Islands. New alliance partnerships have been implemented with two major 
Papua New Guinean finance companies and sales have been promising. 
 
TOWER recently commenced operations in Vanuatu and we believe this will be an attractive market. 
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Update on Canterbury earthquake rebuild 
  
The Canterbury situation remains unique in the global context. Along with other general insurers, 
TOWER continues to work through the tail end of Canterbury claims, which are challenging and 
complex.  
 
TOWER has acted in the best interests of customers and shareholders by managing claims quickly and 
effectively, and has only 703 outstanding claims, from more than 15,000 Canterbury claims.  
 
TOWER has used Deloitte to provide actuarial services to project claims costs from the remaining 
Canterbury earthquake rebuild. In preparing the 30 September accounts, the Board requested additional 
expertise from TOWER’s actuarial adviser, Deloitte, who began a file-by-file review of claims. 
 
Following receipt of an actuarial report in April 2015, Deloitte and the TOWER Board determined that 
gross provisions should be prudently increased by $35.5 million in the first half for the February 2011 
event.  
 
At 30 September 2015, TOWER has further increased the provision for the February 2011 event by 
$53.2 million, taking the total increase to $88.7 million for the financial year. The provision adjustment 
also includes the cost of the ADC of $4.8 million, which, being fully utilised, is also now fully expensed. 
 
After reinsurance recoveries and tax benefits, the provision increases impacted net profit after tax by 
$22.6 million in the first half and $13.6 million in the second half, taking the full year 2015 net profit after 
tax impact to $36.2 million. 
 
The second half provision change was driven by increased costs for paid claims during the period, an 
increase in case estimates for current claims, and an increase in the “IBNR”, a reflection of the 
unreported cost.  
 
There were four separate events that make up the Canterbury earthquakes.  Each event is considered a 
separate event for reinsurance and EQC purposes. The February 2011 earthquake event provision 
impacts our profit given it is the only of the four events to exceed the reinsurance cap.  
 
The provision for all Canterbury claims increased by $43.6 million in the second half. This was lower 
than the increase for the February 2011 provision due to recoveries in the other three Canterbury 
earthquake events.  
 
The net outstanding claims provision is $46.2 million after reinsurance and EQC recoveries. Current 
estimates of claims costs include an expectation of recovery from EQC based on detailed work 
completed by the TOWER and its advisers. There are elements of the recovery that remain to be agreed 
with EQC. 

Detailed file-by-file review undertaken of remaining claims 

 
Given the ongoing complexity and uncertainty surrounding the remaining Canterbury claims, the 
TOWER Board and Management have taken steps to ensure they are appropriately managing the 
outstanding risk: EY was appointed to undertake a methodical file review of apportionment in 2014 and 
in April 2015, an Adverse Development Cover (ADC) was purchased to protect the balance sheet from 
potential claims deterioration. Following the increased provision, we expect the limit of the ADC to be 
reached. 
 
TOWER has appropriately sought to measure and manage Canterbury risk under advice from its 
actuaries. Most recently, the Board requested that Deloitte – the Appointed Actuary – provide additional 
expertise in catastrophe and reinsurance claims to support the September year-end valuation. 
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Deloitte conducted a file-by-file claim analysis of open and closed claims using the information to 
examine the claims lifecycle.  Applying this learning to outstanding claims enables TOWER to better 
understand the ultimate claims cost.  
 
TOWER believes there is greater certainty regarding the balance of the claims provision given: 

1. The granular detail of this case-by-case claim cost analysis; 
2. An enhanced view of claim cost (and risk) profile over time through cost development curves; 

and 
3. The availability of detailed information from this review process that will improve claims and 

risk management. 
 
This allows TOWER and Deloitte to more accurately assess the ultimate cost of claims. It also allows a 
more strategic approach to managing claims, for example, targeting high risk claims and gaining a better 
understanding of settlement opportunities.   
 
TOWER remains focused on bringing resolution as quickly as possible to the remaining 703 customers 
with outstanding claims at 30 September. In the last six months 286 claims have been closed.  
 
The complexity of remaining claims means some risk still remains. However, the detailed analysis 
undertaken by the actuaries to understand these claims, their significantly smaller number, and the pace 
of TOWER’s claims resolution progress in resolving claims, provides the company with greater certainty 
regarding the balance of the claims expense provision. 
 

Risk management and reinsurance  
 
Risk management and protection of both earnings and capital remains an important element of 
TOWER’s strategy to enhance shareholder value. This includes the use of reinsurance to lower risk at a 
price that adds value for our business. For this reason, as reinsurance rates have eased, TOWER has 
taken the opportunity to increase reinsurance cover. The aggregate and adverse developments cover 
for Canterbury contributed substantially to the financial performance of TOWER in 2015. 
 
The Catastrophe Reinsurance programme has been expanded to $768 million effective 1 October 2015, 
reflecting the growth in house sums insured. Protection is provided by the Catastrophe program for 
events over $10 million. 
 
TOWER purchased new reinsurance cover in October 2014 for large claim events (excluding New 
Zealand earthquakes). This cover has been designed to protect against significant weather events. The 
reinsurance provides cover for events between $1 million and $5 million, a limit of $10 million is provided 
after a total of $5 million of losses from large events has occurred.  
 
TOWER purchased an Adverse Development Cover (ADC) to protect its exposure to further potential 
increases in cost related to the February 2011 event.  The ADC covers 87.5% of the costs for this event 
between $388 million and $438 million.  At the time the policy was written, the $388 million was $30 
million above the provision levels held for the February 2011 event. The provision increases take the 
total estimate for February 2011 claims to $457.5m, above the top end of the ADC. 
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Balance sheet and solvency  
 
TOWER remains strongly solvent with capital above target levels at the General Insurance and 
corporate level. TOWER has $35 million of solvency above target levels3 in the insurance entities and 
holds $38 million of cash in the corporate entities.  
 
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. As at 
30 September 2015, TOWER’s actual MSC was $70 million and target solvency was $122 million.  

Capital management  
 
Capital management and shareholder returns remain priorities for TOWER. In addition to paying healthy 
dividends, the company has returned $189 million of capital over the past three years and remains 
committed to returning additional capital to shareholders where possible.   
 
An on market share buyback of up to $34 million is currently underway and to date has returned $12 
million to shareholders through the acquisition and cancellation of shares. This buyback will be funded 
out of excess cash currently in the corporate entities and will not impact insurance solvency. 
 
The full year dividend of 16.0 cents per share represents an increase of 10.3% on the previous 
corresponding period. Subject to appropriate solvency, TOWER expects to retain its policy of paying out 
90-100% of underlying profits as dividends. 

Strategy  
 
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 three well-established pillars supporting its General Insurance strategy: staff 
engagement, customer satisfaction and financial performance.  
 
TOWER’s long-term approach to building shareholder value seeks to:  

 Drive growth and efficiency through staff engagement; 

 Unlock significant brand potential through product innovation and customer service; 

 Maintain and grow a leading position in attractive Pacific markets;  

 Deliver financial performance; 

 Efficiently manage risk and capital for better shareholder returns; and  

 Capitalise on any opportunities presented by industry consolidation.  
 

In support of this strategy, medium-term operational and strategic priorities are: 
 
Growth and Retention 
 
There is a significant opportunity to improve policy attrition and grow TOWER’s direct policy numbers 
and premium through higher customer retention. Establishing a high performance customer service 
culture and improving our processes to enhance the customer experience are key elements of this 
strategy. Therefore, TOWER has established specialist retention teams to proactively engage with 
customers and lift service, build the brand, and improve retention.  
 

                                                
3
 Target of 175% of MSC 
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New markets and channels 
 
Trade Me Insurance represents an exciting market innovation. The online delivery platform is now fully 
established and ready for a major Trade Me Insurance marketing effort targeting 1.4 million Trade Me 
customers. TOWER has gained valuable experience through this relationship which can be applied to 
growing its own direct business and pursuing further new alliance opportunities in New Zealand.  
 
Operational excellence 
 
TOWER sees significant opportunity in improving a number of core operational areas including, 
improved claims management, enhanced risk management framework, simplification of processes, and 
a deeper focus on underwriting and pricing.  An increased focus on these core areas will improve the 
outcomes for customers and create efficiencies over the medium term. 
 
Capital management 
 
TOWER intends to maintain strong solvency while managing capital efficiently. The on-market buyback 
of up to $34 million, of which $12 million has been acquired, will continue following these results. Subject 
to appropriate solvency, TOWER expects to retain its policy of paying out 90-100% of underlying profits 
as dividends. 
 
ENDS 
 
 
 
Richard Harding 
Chief Executive Officer 
TOWER Limited 
ARBN 088 481 234 Incorporated in New Zealand 
 
Brett Wilson 
Chief Financial Officer 
TOWER Limited 
ARBN 088 481 234 Incorporated in New Zealand 
 
For further information, please contact:  
 
Investors: 
Brett Wilson  
Chief Financial Officer 
Phone: +64 9369 2172 
Email: brett.wilson@tower.co.nz 
 
Media:  
Kim Palsenbarg 
Mobile: +64 21 520 340 
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PricewaterhouseCoopers, 188 Quay Street, Private Bag 92162, Auckland 1142, New Zealand
T: +64 9 355 8000, F: +64 9 355 8001, www.pwc.com/nz

to the shareholders of TOWER Limited

Report on the Financial Statements
We have audited the consolidated financial statements of TOWER Li
2 to 44, which comprise the consolidated balance sheet as at 30 September 2015 and the consolidated
income statement, the consolidated statement of comprehensive income, the consolidated statement
of changes in equity and the consolidated statement of cash flows for the year then ended, and the
notes to the financial statements that include a summary of general accounting policies and other
explanatory information for the Group. The Group comprises the Company and the entities it
controlled at 30 September 2015 or from time to time during the financial year.

Consolidated Financial Statements
The Directors are responsible on behalf of the Company for the preparation and fair presentation of
these consolidated financial statements in accordance with New Zealand Equivalents to International
Financial Reporting Standards and International Financial Reporting Standards and for such internal
controls as the Directors determine are necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

Our responsibility is to express an opinion on these consolidated 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
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures s
including the assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments, the auditors consider the
internal controls relevant to the Group
statements 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 Group
also includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates, as well as evaluating the overall presentation of the consolidated financial
statements.

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

We are independent of the Group. Other than in our capacity as auditors and providers of other
related assurance services we have no relationship with, or interests in, the Group.



TOWER Limited

Opinion
In our opinion, the financial statements on pages 2 to 44 present fairly, in all material respects, the
financial position of the Group as at 30 September 2015, and its financial performance and cash flows
for the year then ended in accordance with New Zealand Equivalents to International Financial
Reporting Standards and International Financial Reporting Standards.

Restriction on Use of our Report
This report is made solely to the Compa
Companies Act 1993. Our audit work has been undertaken so that we might state those matters which

permitted by law, we do not accept or assume responsibility to anyone other than the Company and

formed.

Chartered Accountants Auckland
24 November 2015
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