
 

 

 
 
29 May 2018 
 
 

TOWER’S TRANSFORMATION AGENDA DRIVING STRONG GROWTH  
 
 
Tower Limited (NZX/ASX:TWR) has today announced that strong growth in Gross Written Premium, 
policy numbers and digital sales are evidence that its transformation is well underway. 
 
While significant improvements in key metrics have been achieved, severe and unprecedented 
weather along with the settlement of the Peak Re dispute has resulted in Tower reporting a half 
year loss of $11.6 million for the half year ended 31 March 2018. 
 
Features of HY 2018: 

• Transformation driving strong growth and providing confidence in strategy: 
- Growth of core book 

 Gross written premium in core book increased 15.6% over HY17 
 Growth of 9,634 policies in core book this half 

- Claims discipline maintained, despite exceptional weather events 
 Claims costs contained at $74.4m, increasing $9.7m compared to HY17  

- Management expense ratio decreased 
 Management expense ratio decreased to 38.9% compared to 40.8% HY17, 

while still investing in the business 

• Underlying profit after tax of $7.3 million impacted by severe and unprecedented weather 
events across New Zealand and the Pacific 

• Reported half year loss of $11.6 million impacted by  

- $16.2 million after-tax impact from Peak Re settlement 

- $5 million after-tax impact from the weather events in the first half 

- Slight adjustment to Canterbury provisions, resulting in a $2.3 million after-tax impact 

• Continued positive progress closing Canterbury earthquake claims, with a 46% reduction in 
open claims in the 12 months since 31 March 2017 

  



 

 

 

Transformation well underway and decision made to accelerate momentum 

Tower’s half year result shows that the business is strong and that its efforts to transform into a 
digital challenger brand are driving improved performance. 
 
A focus on customers has delivered continued growth in the core New Zealand portfolio, with 
Tower’s simple and easy products and its fairer approach to pricing proving attractive to customers, 
driving strong growth and increasing underwriting profit. 
 
Tower Chief Executive Richard Harding is pleased with Tower’s underlying performance and the 
continued transformation of the business. 
 
“We are making it easier for customers to purchase insurance from us and the continued 
improvement of our online offering has generated a significant increase in sales above industry 
averages. While making it easier for our customers, we’re also simplifying our business which is 
delivering improved operating performance,” he said. 
 
Mr Harding said that while the reported result is disappointing, finalising the Peak Re dispute 
marked a significant step forward in finalising the legacy of the Canterbury earthquakes.  
 
“The strong growth and positive trends we’ve seen this half have been offset by the resolution of 
the Peak Re dispute and a number of severe and unprecedented weather events. 
 
“With investment being made in a new IT platform, our focus is now on accelerating the positive 
momentum we’ve generated and leveraging the powerful platform we are building for further 
growth,” Mr Harding said. 
 
 
ENDS 
 
 
Richard Harding 
Chief Executive Officer 
Tower Limited 
ARBN 088 481 234 Incorporated in New Zealand 
 
For media queries, please contact: 
Nicholas Meseldzija 
Head of Corporate Communications 
Mobile: +64 21 531 869 
Email: Nicholas.meseldzija@tower.co.nz 
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Tower management review – half year to 31 March 2018 
 
Features of half year 2018 

• Transformation of core business well underway and driving strong GWP growth of 15.6% 
and almost doubling policy growth with 9,634 policies added to the core New Zealand 
book in the first half. 

• BAU claims costs controlled, and expenses contained against a backdrop of severe and 
unprecedented weather 

• Continued positive progress closing Canterbury earthquake claims, with a 46% reduction 
in open claims in the 12 months since 31 March 2017, and 253 open claims remaining 

• Reported half year loss after tax of $11.6 million impacted by: 
- $16.2 million after-tax impact from resolution of Peak Re dispute 
- $5 million after-tax impact from weather events in first half 
- Slight adjustment to Canterbury provisions, resulting in a $2.3 million after-tax 

impact 

• Underlying profit after tax of $7.3 million impacted by severe and unprecedented 
weather events 

• Decision made to invest in a new IT platform to accelerate transformation and 
momentum and deliver improved results 

 
Full year summary 
 
Tower has strong underlying New Zealand and Pacific businesses with its transformation driving 
solid business results. 
 
The potential of the Tower business is now being realised, with strong growth in GWP and 
customer numbers, controlled BAU claims costs, and contained expenses, all achieved against 
the backdrop of an unprecedented number of large and severe weather events which have 
affected the underlying result. 
 
Tower reported a loss after tax of $11.6 million for the six months ended 31 March 2018 (HY18), 
compared to a loss of $8.2 million for the six months ended 31 March 2017 (HY17). Tower’s HY18 
result was impacted by the settlement of the Peak Re dispute and severe and unprecedented 
weather. 

Tower delivered an underlying profit after tax of $7.3 million for HY18, a slight decline from $8.1 
million in HY17.  

The improvements and positive results in the underlying business show Tower’s transformation is 
well underway. Thanks to the implementation of risk based pricing and improvements in digital, 
Tower added 9,634 policies to its core New Zealand portfolio, seeing GWP for the half grow 
15.6% to $111.3 million.  
 
Tower’s claims costs were controlled at $74.4 million despite experiencing the worst year for 
weather events in the past 25 years. A continued focus on non-personnel costs saw the 
management expense ratio maintained, while still allowing further investment in the business.   
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Tower’s Pacific premium remains stable and in line with the same period in the prior year, 
however, underlying profit of $0.2 million has been impacted by large commercial claims and 
Cyclone Gita. 
 
Tower continues to make solid progress settling claims in Canterbury, reducing open claims by 
70. In September 2017, Tower had 323 property claims remaining. In the intervening 6 months, 
the number of open Canterbury Earthquake claims was reduced by 159. However, 66 new claims 
from the EQC were received.  

Financial performance 
 
The strong growth and positive trends seen in HY18 have been offset by the resolution of the 
Peak Re dispute and a number of severe and unprecedented weather events. 
 
Tower’s reported loss of $11.6 million reflects a $16.2 million impact from the Peak Re settlement 
and a further $2.3 million after-tax impact due to movements in Canterbury provisions.  
 
Severe and unprecedented storm activity resulted in a $5 million after-tax impact to Tower’s 
underlying profit after tax, seeing it decline slightly to $7.3 million, from $8.1 million in the same 
period last year. 
 
Despite this, a  focus on improving the underlying business enabled Tower to deliver an 
underlying result where Gross Written Premium increased to $161 million, a $15.2 million 
improvement compared to HY17, management and sales expenses were maintained at $52.1 
million and total claims costs were contained at $74.4 million, despite the storm events 
experienced in the half. 
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Solvency position  
 
Tower holds significant capital over and above the minimum regulatory requirement.  
 
As at 31 March 2018, following the Peak re settlement and the weather events earlier this year, 
Tower Insurance Limited held approximately $75 million of solvency capital, $25 million above 
RBNZ requirements, with an additional $39 million cash held in Tower Limited. As at 31 March, the 
combination of Tower Insurance Limited’s solvency margin and corporate cash were $64 million 
above RBNZ requirements and $114m above Tower Insurance Limited’s minimum solvency 
capital requirements, equivalent to 294% of MSC. 
 
Tower’s Board and management team remain strongly committed to paying dividends and the 
Board intends to recommence dividends at the 2018 Full Year, subject to financial performance. 
 

 
 
 
 
Transformation is accelerating momentum 
 
Tower holds a unique position in the New Zealand insurance market, with a solid existing 
customer base, yet plenty of room to grow. With a clear strategic plan to continue transforming 
and growing the business, the achievements seen to date show that there is a powerful platform 
for future growth. 
 
Tower has seen solid improvements in crucial areas: 

• Focus on customers has delivered strong policy and GWP growth  
• Tight management of claims processes and supplier networks resulted in contained 

claims costs, despite experiencing one of the worst years for weather in 25 years  
• Management expenses ratio has reduced, while continuing to invest   
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Focus on customers delivers growth 
 
Achievements 

• Strong GWP growth of 15.6% in core1 book, due to a combination of pricing (10.0%) and 
volume growth (5.6%) 

• Policy growth almost doubled on HY17 in core NZ book 
• 39% of new business sales online in March 2018, compared to 24% in March 2017 
• New approach to pricing combined with simple and easy products driving impressive 

customer growth and improved mix 
• Tower Direct retention levels remain steady 

 
Tower’s focus on customers has seen continued growth in its core New Zealand portfolio in 
HY18, with 9,634 policies added to the core book and GWP increasing 15.6%. 
 
With Tower’s new product suite fully available online, and continued refinement and optimisation 
of the digital sales channels, more customers are quoting and buying insurance from Tower 
through their mobile, tablet or computer, delivering a significant uplift in new business sales. 
 
Encouraging existing customers to stay with Tower through targeted retention initiatives and 
offerings has seen retention rates solidify at high levels. 
 
This positive result is being achieved through a combination of: 

• building and refining Tower’s digital offering and online sales process 
• working harder to attract new customers to Tower, particularly in attractive segments 

which are actively targeted 
• new products making it easier for Tower’s team to convert sales leads 
• tailored, targeted insurance offers available for customers using digital channels 

 
Claims and underwriting update 
 
Achievements 

• Implemented risk based pricing 
• Numerous product updates, pricing reviews  and targeted rate changes across all New 

Zealand portfolios  
• Supply chain and preferred supplier initiatives minimising expenses 
• Introduced a new data store, enabling more accurate monitoring of portfolios 

 
Tower introduced risk-based pricing for earthquake in April, which will provide significant 
competitive opportunity in lower risk areas, and deliver fairer, more equitable pricing across all of 
New Zealand. 
 
Along with this, Tower is actively managing its portfolio and delivering simple and easy insurance, 
which is helping attract the right customers to Tower. This focus on underwriting excellence has 
helped control claims costs despite an unprecedented number of weather events.  
 
Recent storms have resulted in large event claims increasing from $2.4 million in the second half 
of 2017 to $6.5 million in HY18, after releases from large events in the prior year. Storms have 
offset all positive impacts claims initiatives are having, with claims costs contained at $74.4 
million. 
 
Claims costs are being closely managed through: 

• better risk selection and underwriting processes 
• tighter management of end-to-end claims supply chain  
• simpler policy wordings enabling customers and claims teams to easily understand 

exactly what customers are entitled to 
• regular review and improvements to policy wordings, including the capping of meth 

benefits and removal of excess refund 
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• continued focus on claims leakage and recoveries 
 
Severe and unprecedented storm events 
 
Weather events 

• FY17 was the worst year for weather impacts in 25 years  
• Seven months into the full 2018 financial year, weather and storm impacts are already 

higher than the full prior year 
• Initial estimates of losses for April events is $9.0 million, with the after reinsurance impact 

expected to be around $3.8 million before tax 
• Tower expects its non-catastrophe aggregate reinsurance programme to be fully utilised 

this financial year 
• Tower is currently pricing further aggregate reinsurance cover for the remaining 4 months 

of the year, to manage further volatility driven by multiple weather events 
 
While Tower’s aggregate reinsurance cover is helping to absorb some of the costs of the recent 
storm volatility, the financial impact of the four weather events in HY18 is $7 million before tax. 
 
Tower’s initial estimates indicate that the cost of the April storms will be $9 million, with the 
before-tax, and after reinsurance impact, estimated to be around $3.8 million. 
 
The impact of all storms in 2018 already exceeds those of the prior full year, with the total cost 
estimated to be $24 million, with reinsurance absorbing $13.2 million. 
 
The unprecedented number and severity of weather events will have implications for insurance 
premiums. Increased claims will see reinsurance costs rise, and as a result, will mean premium 
increases for customers. Tower is putting in considerable effort and taking all appropriate steps 
to preserve capital and reduce any volatility from these short-term weather abnormalities. 
 
 
Focus on costs 
 
Achievements 

• Maintained focus on efficiency and productivity 
• Investment made to deliver ongoing and sustainable cost management 
• Continued review of existing supplier contracts and close management of all contract 

negotiations 
 
Tower has maintained its focus on non-personnel related costs, reducing the management 
expense ratio to 38.9% in HY18, compared to 40.8% HY17. 
 
Tower’s efforts have been driven by: 

• implementing new performance, development and achievement frameworks that drive 
performance, resulting in greater efficiency and productivity  

• identifying and reducing expenditure for business and technology support services and 
building capability internally 

 
Tower expects expenses will continue to stabilise as simplification programme initiatives are 
embedded. 
 
 
 
 
 
 
 
 
 
 

1. Core portfolio is the NZ business and excludes ANZ legacy portfolio 
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Opportunity to drive growth and quality in the Pacific 
 
The underlying Pacific business remains strong and Tower continues to believe that there is 
unrealised potential here. 
 
Pacific GWP for HY18 was $27.8 million, reflecting a slight drop on HY17. This slight decrease is 
partly due to strengthening of the NZ dollar relative to Pacific currencies. 
 
In core Pacific markets of Fiji, Vanuatu, Samoa and American Samoa, solid growth has been seen. 
However, this growth has been offset with GWP in PNG reducing significantly over the past two 
years, reflecting a very soft commercial lines market and a desire to reduce Tower’s risk profile 
appropriately in the country. 
 
Underlying NPAT of $0.2 million for the first half reflects the impact of Cyclone Gita, a number of 
large claims and investment in a new Pacific hub. 
 
Tower’s plan for the Pacific is to leverage the underwriting excellence, data and pricing capability 
of the New Zealand business and combine it with the local knowledge and expertise of the 
teams in the region. 
 
The Pacific hub will deliver quality and consistency across all Pacific teams with local 
underwriting and claims management expertise ensuring that the right controls are in place when 
pricing and writing risk, and accepting claims. This will ultimately enable better quality growth 
across the region by allowing local branches to do what they do best, service and sell to their 
customers. 
 
 
IT simplification 
 
The key to accelerating Tower’s transformation is a new IT platform that enables the 
simplification of products and processes. This will remove complexity for frontline teams and 
enable the delivery of a unique and revolutionary customer experience. 
 
Combined with Tower’s push to move 50% of all transactions online, removing complexity from 
the business will deliver significant cost savings and productivity gains.  
 
With Tower’s Board having approved investment in a new IT platform, work is now underway to 
deliver on a programme of work that will accelerate momentum and enable Tower to rapidly 
respond in today’s constantly changing digital landscape.  
 
Tower will be able to combine existing data with that of partners to increase market share by 
actively targeting niche customer segments with compelling and appropriately priced 
propositions.  
 
Other key benefits to be seen from Tower’s new IT platform include the ability to: 

• create and deliver a unique customer experience 
• quickly deliver simple, customer focussed products 
• target specific, profitable customer segments through granular, and automated 

pricing and underwriting 
• charge fairer and more accurate premiums through improved access to, and use of, 

internal and external data 
• easily experiment with products and pricing 
• rationalise products and reduce claims costs by improving the customer claims 

journey and overall claims management 
• significantly reduce our cost base and realise large productivity gains by moving low 

value transactions online 
• add value through improved employee engagement 
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Tower’s approach to implementing this new IT platform is designed to deliver on a dual purpose 
– accelerate transformation and protect and realise shareholder value. 
 
A significant amount of work has already been completed to ensure that this programme of work 
will deliver benefits, create no future legacy issues and avoid the pitfalls that many other 
organisations face when replacing their core IT platform. 
 
A robust governance approach and clear roadmap forward will enable Tower to commence 
selling new business on the new platform in the first half of the 2019 calendar year. Once new 
business is live, migration of the existing book can start.   
 
 
Canterbury update 
 
As has been regularly reiterated by Tower and other industry players, the ongoing legacy of the 
Canterbury earthquakes has resulted in significant issues for customers and insurers, with the 
receipt of EQC over-cap claims continuing in 2018.  
 
Tower continues to make solid progress settling claims in Canterbury, reducing open claims by 
70. In September 2017, Tower had 323 property claims remaining. In the intervening 6 months, 
the number of open Canterbury Earthquake claims was reduced by 159. However, 66 new claims 
from the EQC were received.  

Tower’s outstanding case estimates have almost halved since September 2016. This 
demonstrates that solid progress is being made. In addition, the amount of IBNR / IBNER and risk 
margin has increased from 60% to 89% of case estimates. 
 

 
 
While Tower is making significant progress closing claims, the need for a permanent fix grows 
ever more pressing and Tower welcomes the recent government announcement of an enquiry 
into EQC as an important first step.  
 
EQC Act reform will assist in ensuring past experience is not repeated and that the pitfalls and 
problems associated with the EQC set up and the 2010 model can be avoided. Tower strongly 
believes that the Kaikoura model is successful and that any reform of the EQC must include these 
changes. 
 
 
 
 
 
 
 
 Notes: 
1. IBNR / IBNER includes claims handling expenses 
2. Ratio of IBNR / IBNER plus risk margin to case estimates 
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EQC receivables 
 
As previously advised, Tower has commenced recovery action against EQC and remains 
confident in its position. 
 
It is important to note the differences between the Peak Re outcome and EQC receivables. The 
Peak Re dispute was subject to a single issue and binary in nature, meaning there would either be 
a 100% recovery or nothing. 
 
The EQC receivables have multiple dimensions, each with alternative courses of action. Tower 
estimates total potential recoveries to be significantly higher than the $66.9 million recorded in its 
financial statements. The recorded number reflects the discounted actuarial reviewed value. 
 
While Tower has commenced recovery action in regards to one subset of the land dispute with 
EQC, resolution of the entire receivable is expected to occur in stages, over a number of years.  
 
In respect to the building component, Tower has commenced discussions with EQC through an 
alternative dispute resolution process and continues to apply significant resources to the EQC 
recovery programme. Based on legal advice to date, Tower remains confident in its position. 
 
 
Outlook 
 
Tower is transforming, and the continued improvements seen in the underlying business will 
deliver long-term shareholder value. With investment in a new IT platform being made, 
momentum will now accelerate. 
 
Tower remains focussed on progressing initiatives that will drive results: 

• Delivering what customers want and constantly refining the customer experience 
offering to ensure growth continues 

• Risk based pricing will enable targeting of profitable customers in low-risk regions 
• Continued use of data and customer feedback to improve conversion rates through 

our digital channels 
• A continued focus on the efficient management of claims and improved business 

processes will see the stabilisation of BAU claims costs and management expenses. 
 
This focus will support the achievement of Tower’s medium term targets: 

• drive GWP growth of 4 – 6%  
• reduce expense ratio to below 35% 
• deliver return on equity of 12 – 14% through the cycle   

 
Tower is being transformed and the work underway will deliver significant long-term value. 



TOWER LIMITED 
Results for announcement to the market 

 
Reporting Period 6 months to 31 March 2018 
Previous Reporting 
Period 

6 months to 31 March 2017 

 
 Amount (000s) Percentage change 
Revenue from ordinary 
activities 

$NZ 163,972 5% 

Profit (loss) from 
ordinary activities after 
tax attributable to 
security holder 

$NZ (11,620) 42% 

Net profit (loss) 
attributable to security 
holders 

$NZ (11,535) 37% 

   
Interim/Final Dividend Amount per security Imputed amount per 

security 
 Nil Nil 
  
Record Date Not Applicable 
Dividend Payment Date Not Applicable 
  
Comments: For the six months ended 31 March 2018 Tower 

Limited reported a 5% increase in revenue as a 
result of policy and premium growth. 
Tower Limited reported a net loss attributable to 
security holders of $11.6m due to an impairment 
charge related to the settlement of a reinsurance 
claim and the impact from severe and 
unprecedented storm activity 

 
Refer attached 31 March 2018 unaudited Financial Statements for Tower 
Limited and its subsidiaries and Presentation for more detailed analysis and 
explanation 
 













































 

 

PricewaterhouseCoopers, 188 Quay Street, Private Bag 92162, Auckland 1142, New Zealand 
T: +64 9 355 8000, F: +64 9 355 8001, pwc.co.nz  

Independent review report  
to the shareholders of Tower Limited  
 

Report on the interim financial statements 
We have reviewed the accompanying interim financial statements of Tower Limited (the “Group”) on 
pages 2 to 20 which comprise the consolidated balance sheet as at 31 March 2018, 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 
period ended on that date, and selected explanatory notes.  
 

Directors’ responsibility for the interim financial statements 
The Directors are responsible on behalf of the Group for the preparation and presentation of these 
interim financial statements in accordance with International Accounting Standard 34 Interim 
Financial Reporting (IAS 34) and New Zealand Equivalent to International Accounting Standard 34 
Interim Financial Reporting (NZ IAS 34) and for such internal controls as the Directors determine are 
necessary to enable the preparation of interim financial statements that are free from material 
misstatement, whether due to fraud or error.   
  
Our responsibility 
Our responsibility is to express a conclusion on the accompanying interim financial statements based 
on our review. We conducted our review in accordance with the New Zealand Standard on Review 
Engagements 2410 Review of Financial Statements Performed by the Independent Auditor of the 
Entity (NZ SRE 2410). NZ SRE 2410 requires us to conclude whether anything has come to our 
attention that causes us to believe that the interim financial statements, taken as a whole, are not 
prepared in all material respects, in accordance with IAS 34 and NZ IAS 34. As the auditors of the 
Company, NZ SRE 2410 requires that we comply with the ethical requirements relevant to the audit of 
the annual financial statements.  
 
A review of interim financial statements in accordance with NZ SRE 2410 is a limited assurance 
engagement. The auditor performs procedures, primarily consisting of making enquiries, primarily of 
persons responsible for financial and accounting matters, and applying analytical and other review 
procedures. The procedures performed in a review are substantially less than those performed in an 
audit conducted in accordance with International Standards on Auditing (New Zealand) and 
International Standards on Auditing. Accordingly, we do not express an audit opinion on these interim 
financial statements.  

We are independent of the Group. Our firm carries out other services for the Group in the areas of 
solvency return assurance and agreed upon procedures. In addition, certain partners and employees of 
our firm may deal with the Group on normal terms within the ordinary course of trading activities of 
the Group. These matters have not impaired our independence. We have no other interests in the 
Group. 

 

Conclusion 
Based on our review, nothing has come to our attention that causes us to believe that these interim 
financial statements of the Group are not prepared, in all material respects, in accordance with IAS 34 
and NZ IAS 34. 
 



 

 

 

Who we report to 
This report is made solely to Tower Limited’s shareholders, as a body. Our review work has been 
undertaken so that we might state to the Tower Limited’s shareholders those matters, which we are 
required to state to them in our review 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 shareholders, as a body, for 
our review procedures, for this report, or for the conclusion we have formed. 

 
For and on behalf of:  
 

 
 
Chartered Accountants         Auckland  
29 May 2018 
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