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Results overview & TOWER

* FY16 has been a year of tough decisions setting Tower up for the future
—  reported loss of $21.5m due to IT impairments and adjustments to Canterbury provisions

— underlying profit of $20.1m reflecting competitive industry environment

* Improving core metrics gives confidence in underlying business
—  return to policy growth in the core New Zealand book
—  reversed trend on management expenses

— reduction in claims costs in H2

» Decisions taken to enable Tower to become a high performer
—  separation of the business to remove Canterbury risk

— moving forward with new core insurance platform

» Dividend on hold to preserve capital for RunOff Co

— dividend expected to resume once separation complete



A broken industry model

The Canterbury quakes are taking longer to settle and

costing more than other comparable events

TIME TAKEN TO RESOLVE CLAIMS

Canterbury quakes have taken significantly longer

to resolve than other comparable events
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No material slow down in claims paid with
continued growth in ultimate cost estimates
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INDUSTRY OVERCAP PROPERTIES BY QUARTER

No slow down in industry overcap properties
coming back to insurers
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Creating focus

Separation will create focus, the two businesses will be separately
managed for the benefit of both shareholders and policy holders

E‘ TOWER

Tower shareholders

High performing General Insurer

Challenger to the large incumbent Australian brands
in New Zealand

Market leader in the Pacific
Strong underlying profitability and cash generation

Consistent and stable dividends

e

e Settle remaining 564 claims in a fair manner

*  Maximise disputed recoveries
- $437m from Peak Re
- $57.6m from EQC

e Long term goal is to maximise capital return to
shareholders

CAPITAL

Additional capital will be required to enable separation

Working through possible sources of capital - strategic discussions ongoing
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FY16 in review

E‘ TOWER

FY16 has been a year of tough decisions, setting up Tower for the future

ACHIEVEMENTS
v Return to policy growth in the core NZ book
v Reversed trend on management expenses
v" Claims costs controlled in H2
v Product portfolio repriced
v" New management team appointed
v Launch of Tower online
v Launch of new products

v" ldentification of required technology platform

GWP (NZ$m)

159.7 146.2 1571

145.9

H115 H2 15 H116 H2 16

UNDERLYING PROFIT (NZ$m)
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Financial performance

Reported loss of $21.5m for the full year driven by IT
impairments and further Canterbury provisions

GROUP PROFIT SUMMARY (NZ$m)

;1 TOWER

$ million FY15 Movement$ Movement % » Reported loss reflects :
Gross written premium 305.6 (2.3) (0.8%) —  $25.3m impact from movement
Underwriting profit 263 (6.5) (24.7%) in Canterbury provisions
Underlying profit after tax 30.3! (10.2) (33.6%) ($35.1m pre-tax)
Canterbury impact (36.2) - $14.1m impact from intangible
Impairment of intangibles = ?ss)et impairment ($19.6m pre-
aXx
Profit on discontinued businesses 14
Foreign tax credits written off° 1 * Provisions increased at year end -
Reported loss (6.6) $7.0m post tax impact related to risk
5 margin increases post 8 September
Underlying EPS(c) 17.8 announcement
DPS (c) 16.0
* Underlying profit returned to long
Key ratios term trends in H2
Claims ratio 47.7% — H2 underlying profit of $12.6m
Expense ratio 41.9% vs H1 underlying profit of $7.6m
Combined ratio 89.6%
1NO‘E65 FY15 underlying profit restated from $28.2m to $30.3m due to the classification of foreign tax credits written off one off items
2 Tower has lost the ability to use foreign tax credits due to the New Zealand business being in a loss making position following Canterbury provision increases and IT impairments 8

3 Reflects underlying profit rather than reported profit



. . 4
Movement in profit & TOWER

Full year profit impacted by industry claims inflation and lower
interest rate environment

MOVEMENT IN UNDERLYING PROFIT (NZ$m) « Higher NEP due to reinsurance

cost savings

2.0
303 & - * Reduced expenses as a result of
focus on costs
» Higher claims costs in line with

industry claims inflation and

Cyclone Winston in the Pacific
20.1

19
(6.6) ] « Lower interest rate environment
(2.3) impacted investment income

* Increased depreciation following
go live of new systems

FY15 Net earned Reduced Higher Reduced  Depreciation Tax impact of FY16

underlying premium mgmt claims costs  Investment movements  underlying
profit (NEP) expenses income profit



Capital position

$26.5m capital above regulatory minimum including corporate

cash at the year end

Solvency ratio

(% of MSC)

|
I Corporate cash

Solvency

1007%

capital ($m)

~
140.8 %

! $12.2m! I
_ Surplusabove _ |_
regulatory 1340 )
minimum -$23.8m
------------ - 1210
117.0

Tower Insurance
Group

Solvency ratio Solvency
(% of MSC) capital ($m)
$19.0m e |
above long I Corporate cash |
term target! 1 $12.2m? : $26.5m
214% = — 1207 abovle .
Surplus above regua Orz’
reg minimum minimum
$14.3m
189% 106.4
100% 56.4

Tower Insurance
Limited

3‘ TOWER

Tower Board has a long term target of
180 - 200% solvency ratio for Tower
Insurance Group

Tower Insurance Limited (New Zealand
licensed entity) is required to hold
$50m of capital above MSC due to
RBNZ licence condition

Corporate cash available that can be
injected into insurance entities at short
notice

$50m liquidity facility also available if
required

Reinsurance program likely to limit
impact of Kaikoura to $13m reduction in
solvency

10



Claims update < ToWER

Claims management initiatives have driven reduced claims costs
in the second half

e Claims costs increased due to: TOWER CLAIMS EXPENSES ($m)
— Industry wide trends
— Active storm season in the Pacific

62.9
60.1 \ 61.0

— Legacy policy issues in New Zealand 555

» Actions to address escalating claims costs:

— Rollout of preferred supplier network in New
Zealand

— New claims handling processes

— Product and pricing reviews

H115 H2 15 H116 H2 16

m New Zealand Pacific

11



-
Focus on costs & TOWER

Tide has turned on management expenses. Overall expenses
have fallen allowing reinvestment in the business

Focus on simple initiatives has reduced expenses
—  supplier and vendor management
— review of wastage across all business areas

Some expense savings have been reinvested into key
areas (digital, new products, improved capability)

$3.0m of one-off expenses incurred in FY16 preparing
Tower for the future

Significant improvement in expense base will be
possible through longer term change initiatives (IT
simplification and product rationalisation)

MANAGEMENT EXPENSES (NZ$m)

\ 99.9

101.9

FY14 FY15 FY16

m Underlying expenses One-off expenses

12



Return to positive policy growth

E‘ TOWER

Focus on retention has delivered policy growth

» Positive policy growth critical to delivering
long term profit growth

* FY16 improvement driven by focus on
retention

* FY17 expected to benefit from new business
improvement

— Digital launch in Tower Direct
— TradeMe Insurance replatform

— Recently signed Air NZ Airpoints partnership

CORE ! NEW ZEALAND POLICY MOVEMENT
(policies)

2,509
1,336

(5,442)
FY14 FY15 FY16
TOWER DIRECT RETENTION RATES

84.2%
83.4%

81.6%

FY14 FY15 FY16

13



Disciplined approach to the Pacific EiTOWER

The Pacific has significant potential for Tower, we will increase
our focus on this important market going forward

PACIFIC GWP (NZ$m)

60.5 59.3
e FY16 NPAT impacted by Cyclone Winston ($2.9m post 53.9

tax impact), launch in Vanuatu and one off fire losses in
PNG

* Year of transition for the Pacific
— Increasing risk focus impacted GWP in PNG and FYl4 FY15 FY16

Solomon lstands PACIFIC NPAT (NZ$m)
— Launch of Vanuatu increased expenses and claims costs

— Repricing of portfolios underway 9.6

— Concentration on key pan Pacific partners 8.2 55

FY14 FY15 FY16
14
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Canterbury update a{ rowr

Costs continue to escalate, driven primarily by EQC and
disputed claims

TOTAL CANTERBURY CLAIM FEB 11 EVENT CLAIM COSTS
COSTS ($m) ($m)
*$78.0m +$36.1m (gross )  Ultimate incurred claims costs increase by $78m,
+$351m (net of reinsurance) net impaCt on Tower Of $351m (before taX)
870 . .
822 — Further $9.7m increase (before tax) in
792 provisions since 8 September
494 announcement, with risk margin increases

458 461
« No material reduction in case estimates or IBNR
given ongoing escalation

* Retain complete confidence in positions on
PeakRe and EQC recoveries

H2 15 H116 H2 16 H2 15 H116 H2 16
M Paid claims B Case estimates IBNR / Risk margin
16



Continued uncertainty

E‘ TOWER

We continue to receive new claims from EQC and additional

hard landscaping claims when EQC does the work

MOVEMENT IN PROPERTIES

98
564
N l
Open properties  New properties Reopened Closed Open properties
10Oct 2015 30 Sept 2016

* New claims continue to be received due to:

— EQC overcap claims

— Additional hard landscaping and accommodation claims as EQC
finalise undercap properties

* Reopenings due to customer disputes and EQC

BREAKDOWN OF REMAINING PROPERTIES

Largely finalised
or settlement
offers made

In construction
-

Complex claims
(including litigation) 311

17



: "
Creating focus & TOWER

Strength gained from separation based on singular focus - RunOff Co to manage
Canterbury tail and New Tower to build on improving core business

Ownership » Listed on NzZX » Separate legal entity

structure

Management and -+ Current management and Board structure * Management team and Board to be appointed

Board

Strategy » Become a high performing General Insurer * Manage Canterbury liabilities to maximise capital
challenging market incumbents return

Assets held » Tower's underlying core businesses in New Zealand | « All liabilities and receivables associated with
and the Pacific Canterbury including:

— Reinsurance and EQC receivables
— Customer liabilities

Capital * Long term target of 160 - 180% of MSC » Capital requirement to be finalised
requirements

Dividend policy * In line with industry peers » Capital requirement assessed annually, excess
capital to be repaid to shareholders (with RBNZ
approval)

1o



- "
Creating focus & TOWER

Three key steps required for the separation

» Separate licence required for both RunOff Co and New Tower

* Initial discussions have been held - RBNZ has consented to the creation of two separate licensed

RBNZ approval entities, subject to licensing criteria being satisfied

* Process ongoing to receive formal RBNZ approval

» Extra capital required to implement separation
— exact quantum to be finalised

» Exploring options - both capital markets and strategic partner options considered
— discussions are ongoing

* Shareholder approval required to execute separation
Shareholder * Likely to take place with ASM in March 2017

approval

19



Confident in

our future




Focusing on the core

E‘ TOWER

Our strategic imperatives will drive high performance

Culture and Capability

MEDIUM TERM TARGETS

v GWP growth 4 - 6%

v Expense ratio <35%

v" ROE of 12 - 14% through the cycle

21
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Creating simple and easy access o TOWER

We will build our digital capability - 50% of all transactions to
be online within the next 3 - 5 years

TOWER COVER 4 CAR RELAUNCH

« Programs in place to enable digital functionality: Daily policy sales
Cover for Car launched on 5 +10%
— Cover for car relaunch October -

— Online quote to buy functionality for house Opens Tower to new markets and

and contents wider customer set
— TradeMe Insurance replatform Great response from customers
e Current programme will improve attractiveness to Conversion rates exceeding
expectations
new to Tower customers Pre launch Post launch

* Enhanced mobile capability and responsiveness

* Longer term omni-channel experience available
following IT simplification

1

* Required fields



Leveraging digital partnerships EiTOWER

We will use our enhanced digital capability to
leverage our key partnerships

18 million subscribers

+ Offer Tower customers retention and
» Digital capability will allow us to a"’pomJ[S'” acquiisition propositions

work with partners and deliver » Different demographic to current

attractive targeted propositions Tower partnerships

» Combining Tower capability with

partners information and customer * 14 million registered customers
base creates compelling e + Bespoke offering developed

e raageme ) e
propositions iInsurance "’9 specifically for TradeMe customers

» Technology refresh adds capability
and stability — marketing to be
restarted

23



Recent
activities

Delivering underwriting excellence

Underwriting excellence is critical to delivering
growth and consistent levels of profitability

Requirements

(\

[% Product

Modern effective
products in plain English

Continual updates to
wording reflective of
claims and market
environment

Launch of new products
Excess refund removed

Wording for illegal
substances

Pricing

Advanced rating
algorithms using
external and internal
data sources

Targeting niche
segments

Price to profit targets
based on cost of risk

Portfolio repriced

& Risk selection

e Ensure active

underwriting with
appropriate delegations

* Automatic underwriting

where possible, though
skilled underwriters
available where
necessary

v Capability build

E‘ TOWER

A o
Monitoring

* Monitoring of portfolio
for movements in
pricing or customer
behaviour

e Post claims
underwriting

v New data store built

24



Simple and easy products

Rationalising into a simple and easy package style product

OUR NEW PRODUCTS

v
v

Modern product packages

Tiered product structure to create choice
and clarity of offer

Tightened wording to address claims
leakage

Simple clear products to enable staff to
easily serve customers

Accidental loss or damage

Basis of settlement

Unspecified jewellery per item
Specified jewellery per item
Unspecified jewellery total
Any one item or set limit
Specified items

Collections

Specified collections

Premium
cover

Replacement
value

$10,000 |(
9 >$10,000|(

$30,000

) $10.000 |(v
>$10,000 | (:

$5,000
>$5,000

rﬂ TOWER

Plus
cover

Replacement
value

$2,500

$5,000

$3,000

) >$3.000 |~

>$2 500 (
) $15000

) 5$5000 |

Standard
cover

at your house

Replacement
value

$1,000
) >$1000
$5.000
$1,000
>$1000
$1,500
>$1500
25



IT simplification a{ rowr

IT simplification is a key enabler that will allow us to both drive
growth and reduce costs

OUR FUTURE STATE EXPECTED BENEFITS THE PROCESS
Digital front v' Operational efficiencies * Determine costs,
end timeline and

v" Granular pricing appropriate MVP

4 . 2
v Flexibility to update products and © « Board approval to proceed
Single core platform pricing o will be sought once costs
< and timeline confirmed
Claims an::ix Billing v Improved claims management
S . Configuration of
v Digital and self service capability = products and

‘ ‘ ‘ Y processes

Improved information and reporting 10
el
General Management External S « Migrate existing
ledger el suppliers 2 licies t
systems s policies to new

platform

26



Developing a challenger culture '.ﬂTOWER

Building a more dynamic, constructive culture will help deliver
improved financial performance

OUR VALUES

Desired
culture

Capability

27



;1 TOWER

Our plan

We have a plan that addresses change across our entire business

FY17 FY18 FY19

Dlgltal Full omni-channel service proposition
New TradeMe Insurance platform

Underwriting Remediation of legacy policy issues Implementation of more sophisticated pricing and
excellence and repricing increased number of rating factors

Product New products live in market Migration of legacy product set to new products
rationalisation

IT simplification EIS scoping Product configuration Migration of back book to new system

Decision to proceed

Cultur_e_& Capability build and embedding desired culture
capability

28



Outlook

'ﬂ TOWER

Successful delivery of our transformation will deliver an
improved financial trajectory for Tower

INDUSTRY DYNAMICS

High claims environment
resulting in movement on

pricing
Increasing digital competition

Canterbury complexity
playing out for all participants

Low interest rate
environment

TOWER DYNAMICS

Short term

Ongoing improvement

— Digital to drive GWP
growth

— Management expense
initiatives to continue

— Claims cost controlled

— Pricing improvements

Medium term
* GWP growth 4 - 6%
* Expense ratio <35%

* ROE of 12 - 14% through the cycle
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A New Zealand and Pacific general insurer rﬂTOWER

FY16

UNDERLYING NPAT '

B New Zealand 74%2
B Pacific Islands 26%2

Notes:

FY16

GWP

B New Zealand80%
B Pacific Islands 20%

1. Excludes impact of the Canterbury earthquakes, foreign tax credits lost and IT impairment
2. Represents percentage of General Insurance underlying profit, excluding Corporate

As at 30 September 2016

INFORCE POLICIES

B New Zealand 86%
B Pacific Islands 14%

B New Zealand - Direct 69%
B New Zealand - Alliances 31%

As at 30 September 2016

GWP breakdown

m House 43.7%

m Contents 20.5%
Motor 29.5%

m Other 6.3%

31



;1 TOWER

Underlying performance
Tower Group

Half year results

Full year results

H116 H2 15 FY 16 FY15 Movement %
Gross written premium 3032 305.6 (0.8%)
Gross earned premium 3029 304.7 (0.6%)
Reinsurance Costs (49.1) (51.9) (5.5%)
Net earned premium 253.8 252.8 0.4%
Net incurred claims (123.9) (115.6) 7.2%
Large events claims' (3.8 (4.9) (23.7%)
bomoement and sales (99.9) (1019) 19%)
Depreciation and amortisation (6.4) (4.0)
Underwriting profit 19.8 26.3 (24.6%)
Investment revenue 85 140 (39.6%)
Underlying Profit before tax 28.3 40.3 (29.8%)
Income tax expense 8.2) (10.0) (18.5%)
Underlying profit after tax ° 20.1 30.3 (33.6%)

Notes:
1 Large event claims refer to events with cumulative claims cost greater than $1m
2 Underlying profit excludes the impact of Canterbury earthquakes, foreign tax credits, IT impairments and profit on discontinued businesses, 32



;1 TOWER

General Insurance
New Zealand

Half year results
H116 H2 15

Full year results

FY 16 FY15 Movement %

Key financial metrics

Gross written premium 2439 2451 (0.5%)
BAU claims 107.9 1024 5.3%
Large event claims' (0.3) 49 n/a
Underwriting profit 147 16.0 (8.2%)
Underlying NPAT® 156 210 (25.9%)
Key operating metrics

BAU loss ratio

Total loss ratio

Policies inforce (O00) 3411 338.6 0.7%

ANZ inforce (000) 65.6 729 (9.9%)

Total policies inforce (O00) 406.8 4115 (1.1%)

Notes:
1 Large event claims refer to events with cumulative claims cost greater than $1m
2 Underlying profit excludes the impact of Canterbury earthquakes and foreign tax credits lost, 33



;1 TOWER

General Insurance
Pacific

Half year results
H116 H2 15

Full year results

FY 16 FY15 Movement %

Key financial metrics

Gross written premium 59.3 60.5 (2.0%)
BAU Claims 16.0 132 215%
Large event claims' 41 - n/a
Underwriting profit 8.0 132 (39.6%)
Underlying NPAT 515 9.6 (42.7%)
Key operating metrics

BAU loss ratio

Total loss ratio

Policies outstanding 68.3 68.7 (0.7%)

Notes:
1 Large event claims refer to events with cumulative claims cost greater than $1m

34



Balance sheet
Tower Group

$ million FY16 FY15 Movement $ Movement %
Cash & call deposits 92.2 1251 (32.9) (26.3%)
Investment assets 188.6 213.6 (25.0) (11.7%)
Deferred acquisition costs 20.0 20.3 (0.3) (1.5%)
Intangible assets 320 48.4 (16.4) (33.9%)
Other operational assets 3075 3029 47 15%
Total assets 640.3 710.2 (69.9) (9.8%)
Policy liabilities & insurance provisions (361.0) (375.9) 149 (4.0%)
External debt 0.0 0.0 0.0 0.0%
Other operational (liabilities)/assets (55.3) (563.3) (2.0) 37%
Total liabilities (416.3) (429.2) 12.9 (3.0%)
Total equity 224.0 281.0 (57.1) (20.3%)

'ﬂ TOWER

35



Impact of Canterbury claims

Feb 11 event Total Canterbury
H2 16 H116 H2 15 H2 16 H116 H2 15

Ultimate incurred claims

Customer claims 493.6 4614 4575 869.6 822.3 792.0
Reinsurance recoveries (375.4) (375.4) (374.4) (734.7) (719.7) (692.2)
Net claims cost to Tower 118.2 86.0 83.2 134.9 102.7 99.8
Intra period movements

Movements in claims costs 322 39 531 473 303 43.6
Reinsurance recoveries 0.0 (1.0) (39.0) (15.0) (27.5) (29.5)
Cost of the ADC - 0.0 4.8 - - 4.8
Net increase 322 29 189 322 29 189
Income tax benefit (9.0) (0.8) (5.3) (9.0) (0.8) (5.3)
Net impact after tax 23.2 2.1 13.6 23.2 2.1 13.6

'ﬂ TOWER
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Event size

Reinsurance structure overview

STRUCTURE OVERVIEW (per event)

$770m

$10m

$5m

Aggregate -
$5m per
event (non
EQ)

Catastrophe
cover

$10m excess
$770m limit

AGGREGATE OVERVIEW

E‘ TOWER

*  Min event size of $1m to qualify, max of $5m per event coverage
«  $10m cover once $5m excess filled

* No coverage for EQ

Excess of $5m -
Tower cost

Max coverage of
$5m per event

$10m coverage
exceeded

2
4 4
3 3
2
2 4
.
Event 1 Event 2 Event 3 Event 4 Event 5 Event 6

m Contribute to excess (Tower cost)

m Covered by aggregate

Cost to Tower

37



3‘ TOWER

This presentation has been prepared by Tower Limited to provide shareholders with information on Tower's business. This document is part of, and should be read in
conjunction with an oral briefing to be given by Tower. A copy of this webcast of the briefing is available at http.//www.tower.co.nz/investor-centre/ It contains
summary information about Tower as at 30 September 2016, which is general in nature, and does not purport to contain all information a prospective investor should
consider when evaluating an investment. It is not an offer or invitation to buy Tower shares.

Investors must rely on their own enquiries and seek appropriate professional advice in relation to the information and statements in relation to the proposed prospects,
business and operations of Tower. The data contained in this document is for illustrative purposes only. Past performance is not a guarantee of future performance and
must not be relied on as such. The information in this presentation does not constitute financial advice.

Forward looking statements

This document contains certain forward-looking statements. Such statements relate to events and depend on circumstances that will occur in the future and are
subject to risks, uncertainties and assumptions. There are a number of factors which could cause actual results and developments to differ materially from those
expressed or implied by such forward-looking statements, including, among others: the enactment of legislation or regulation that may impose costs or restrict
activities; the re-negotiation of contracts; fluctuations in demand and pricing in the industry; fluctuations in exchange controls; changes in government policy and
taxation; industrial disputes; and war and terrorism. These forward-looking statements speak only as at the date of this document. Solvency estimates contained herein
are yet to be reviewed by the Reserve Bank of New Zealand.

Disclaimer

Neither Tower nor any of its advisers or any of their respective affiliates, related bodies corporate, directors, officers, partners, employees and agents (other persons)
makes any representation or warranty as to the currency, accuracy, reliability or completeness of information in this presentation. To the maximum extent permitted by
law, Tower and the other persons expressly disclaim any liability incurred as a result of the information in this Presentation being inaccurate or incomplete in any way.
The statements made in this presentation are made only as at the date of this presentation. The accuracy of the information in this presentation remains subject to
change without notice.
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