


Our history and focus gives us the
perfect platform for growth in the
Australian life insurance market.

This year we have had strong
financial performance combined
with good operational success.

TOWER Australia offers a
comprehensive suite of life
insurance products and services.

We look to lead the life insurance
market in thinking and innovation.

8 Young Singles
10 Young Couples
12 Young Families
14 Established Families
16 Empty Nesters
18 Mature Singles
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TOWER Australia Group Limited (TOWER Australia)
has just turned One Year old as a listed company in
Australia. It became a separate company with
shares traded on the ASX in November 2006.

TOWER Australia has announced its maiden
reported net profit after tax of $41 million
(underlying profit of $54 million) for the 1990
year ended 30 September and declared its Acquired Adriatic Insurance
first dividend of 4 cents per share.
1993

TOWER Australia is a unique company. It is ; ) ) .
9 pany. Acquired Friends Provident (Australia)

the only listed company in Australia which
earns most of its income from life insurance
or wealth protection. It also provides a 1999
wealth creation service through its niche Acquired FAI Life
Investment business.

2006

TOWER Australia is a company committed Acquired PrefSure Life Limited

to steady growth while continuing to

deliver strong returns for shareholders. It 2006

aims to provide an innovative and leading Separated from TOWER Limited
suite of life insurance and investment listed on ASX as a stand alone e’ntity
products and top quality service to its
customers at all levels.

In 2007 TOWER Australia won two

major industry awards. It was named the
Financial Review Smart Investor Risk Insurer
of the Year, and for the second year in
succession, it was the Money Management
Advisor’s Choice Risk Company of the Year.
Along with these awards came numerous
wins and nominations in life insurance
product categories.

TOWER Australia offers wealth protection
solutions to over 1 million Australians. It is
the fourth largest life insurance company in
Australia with $664 million of premium
inforce at 30 September 2007.
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LARGEST AUSTRALIAN LIFE INSURER

TOWER Australia’s business is segmented
along market lines — Retail Life Insurance,
Group Life and Alliances and Investments
— each with its own leadership team.

Through its retail life insurance business,
TOWER Australia provides Term Life,

Total and Permanent Disability; Income
Protection; and Critical lliness insurance to
individuals principally through Independent
Financial Advisers (IFAs). Its products are
highly rated and have won a number of
industry awards in recent years.

TOWER Australia’s Group Life and

Alliance business provides Life Insurance
and Income Protection through company
and industry superannuation schemes and
investment platforms and to individuals
through alliance partner distribution
channels. With the growth in superannuation
and investment platforms in recent years,
wealth protection through these channels
has been fast growing.

TOWER Australia’s Investment business
comprises superannuation and retirement
products and service offerings and is
complementary to the core Life

Insurance businesses.

FINANCIAL REVIEW SMART
INVESTOR & MONEY
MANAGEMENT RISK
INSURER OF THE YEAR

Australians continue to be underinsured
relative to the risks they face. TOWER
Australia sees the underinsurance or
wealth protection gap in Australia as

a social policy issue which must be
addressed. It has been vocal in calling
for changes to the regulation of financial
advice to allow more people to obtain
the necessary advice needed to ensure
they receive the life insurance protection
that best suits their needs.

It has also sought to address the social and
community issue of the wealth protection
gap in Australia by seeking alternative ways
to make life insurance more readily
available to individuals who need it.

It has established distribution alliances with
other financial services providers as well as
exploring new technologies to address the
different market needs of segments within

the Australian community.

Money Management

ADVISER CHOICE
RISK AWARDS

bk,

According to research, Australia can be
broadly divided into six demographic
groups each with different life insurance
and financial needs.

The six distinct groups are:

e Young Singles

* Young Couples

* Young Families

* Established Families
= Empty Nesters

* Mature Singles

TOWER Australia sees each of these groups
as separate and has developed marketing
solutions and products to meet their needs.
It looks to lead the life insurance market in
thinking and innovation. The development
of the new market leading “Accelerate”
technology enabled business process and
product is an example of that (refer page 7
“What we do”).

FINANCIAL REVIEW

smartinvestor =

BLUE RIBBON AWARDS
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HIGHLIGHTS

REPORTED NET PROFIT $41 MILLION, UNDERLYING NET PROFIT $54 MILLION

2 9 % INCREASE

RETURN ON EQUITY 10.4%

2 2 % INCREASE

INFORCE LIFE INSURANCE PREMIUM $664 MILLION

1 1 % MARKET SHARE
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STRONG FINANCIAL PERFORMANCE

Profit (A$million)

Underlying Profit
Il Net Profit After Tax

STRONG MARKET POSITION

Total Life Insurance Premiums (A$million)
Il Group
Individual Income Protection

B 'ndividual Term Life

CONSISTENT GROWTH PROFILE

Industry Inforce Premiums (A$billion)

Il Group

Individual Income protection

B 'ndividual Term Life
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TOWER Australia has 3 business
units segmented along market lines:
Retail Life, Group Life and Alliances,

and Investments.

TOWER Australia’s Retail Life business

has grown steadily since 2003 and with
inforce premium of $412 million at

30 September 2007, it ranks sixth in

this sector with a market share of 11%.

It manufactures and distributes its Term
Life, Total Permanent Disability, Income
Protection and Critical lllness products in
partnership with the Independent Financial
Adviser (IFA) network.

The Retail Life business partnership
commitment to its distributors (individual
IFA’s and IFA’s in Dealer Groups) is to
provide them with quality life insurance
products backed by quality service.

As part of that commitment, the business
focuses on improving its service processes
so that applications are completed faster
and appropriate levels of insurance are
provided in each application and adviser

requests are responded to on a timely basis.

TOWER Australia’s partnership commitment
is built around being a Company that
advisers and Dealer Groups find easy to do
business with and which helps them grow
and make their operations more successful
and profitable.

Underlying TOWER Australia’s partnership
commitment to its distributors is its
recognition that the business also needs to
know and understand consumers. TOWER
Australia’s promise to its customers —

both distributors and purchasers of its life
insurance products, is that TOWER Australia
employees will work to earn the customer’s
trust and will treat each person they deal
with as they themselves would want to

be treated.

The key performance indicators in

the Retail Life Insurance business are
maintaining sales growth, improving
business retention and sustaining ongoing
productivity improvements.

TOWER Australia’s Group Life and Alliances
business specialises in Business to Business
(B2B) relationships. Its vision is to be the
B2B partner of choice for businesses
looking to offer life insurance solutions

to their customers.



INFORCE PREMIUM
BY PRODUCT

$664 million at 30 Sep 2007

Individual Term Life 46%
[l Group 38%
[ Individual Income Protection 16%

4

GROUP LIFE

The Group Life market in Australia is

fast growing but many members of
superannuation funds remain uninsured or
underinsured. The TOWER Australia Group
Life business is one of the dominant and
most diversified participants in this sector
of the market. It has inforce premium of
$252 million and is ranked third in this
sector with a market share of 14% at

30 September 2007.

TOWER Australia is a leader in

technology in the Group Life market

and this commitment, combined with

the experience, knowledge and energy

of the Group Life team will see it compete
strongly in this channel in the future.

TOWER Australia’s strategy in the Group
Life market is to build on its strength and
enable trustees of superannuation funds to
add value to members through innovative
insurance solutions.

ALLIANCES

TOWER Australia’s Alliances business

works with business partners in the areas
of product development, product
management, marketing expertise and
technological support to create sustainable
life insurance offerings. These offerings are
distributed to customers of its Alliance
partners and aim to add genuine value

for all stakeholders.

NEW BUSINESS
BY CHANNEL

$168 million year ended 30 Sep 2007

Independent Financial Advisers 37%
[l Group 35%
Il Alliances 28%

TOWER Australia’s five year relationship
with InsuranceLine continues to develop
and strengthen. InsuranceLine offers life
insurance products direct to the consumer
through television advertising.

This Alliances business unit is targeting

the mortgage broker channel as a growth
opportunity for alternative distribution of
life insurance products. It is also looking to
partner with health insurers to offer life
insurance products to their customer bases.

Technical innovation extends into the
Alliances channel. TOWER Australia has
been an innovator and adopter of new
processes to improve the customer
experience and to offer a more efficient
underwriting model.

The TOWER Australia Accelerate life
insurance process and product is a leading
example of its technological leadership.
The Accelerate offering delivers a complete
end to end solution that significantly
reduces the time it takes to issue a life
insurance policy. Accelerate has been well
received and will open up new distribution
opportunities for TOWER Australia.

The key performance indicators for this
business are diversifying revenue channels
and maintaining a consistent pipeline of
new initiatives.

INVESTMENT FUNDS
UNDER MANAGEMENT
AND ADVICE

(A$billions)
Beacon (FUA)
[l Closed investment products

1HY05‘
2HY05‘
lHYOG‘
2HY06‘
1HY07‘
2HY07‘

TOWER Australia has $3.7 billion of
funds under management and advice.
Its Investments business is a packager
and distributor of simple investment
products and services to clearly defined
market niches.

During 2007, TOWER Australia’s investment
management was outsourced to the global
investment business, Russell Investment
Management and its custody and unit
pricing was outsourced to the specialist
custody business, State Street. The aim

of the outsource model is to increase
efficiency in the Investments business
through streamlining operations and
enhance returns to investors by utilising
the skills of a highly regarded global
investment manager.

The Beacon investment platform is already
recognised as being a top-tier offering
and planned upgrades and redesigns of
its product suite going forward should
ensure it remains a leader in its
competitive segment.

TOWER Australia is committed to making
financial advice more readily accessible.
The wholly owned distributor group,
Pivotal Financial Services is looking at ways
that make it easier for our advisers to meet
consumer needs and to meet the needs of
customers who have less sophisticated
needs and require a simpler form of advice.
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YOUNG SINGLES

Young and single is a
time for enjoying life.

It is about starting out on
a long journey.

Life insurance is not a high
priority but it can mean a
great deal should something
go awry.

Income protection and
Critical Illness cover can help
the young single get the
most out of life with peace
of mind.
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A firm relationship is
about sharing. It can be
about sharing the wealth
and sharing the risks.
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It is also part of the future.
A little Term Life, a little
Income Protection and
some Critical Iliness cover
can help protect that future
for one or both should a
cloud form over the
previous sunny outlook.
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It is also time to think
about saving.
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YOUNG FAMILIES

Having a family is often

the most exciting part of a
couple’s life. It means joy
and happiness and watching

young lives grow and explore.

It also means added financial
burdens — giving the children
the best that can be afforded.
Taking an income out of the
equation for a period of time
can disrupt many lives.

Full life insurance cover is
about peace of mind and
protection for the whole
family in all circumstances.
Starting to build wealth for
the future also should be

a priority.

12 TOWER Australia 2007 Shareholder Review







It doesn’t get any easier
as the children get older.

Expenses seem to mount.
Clothing costs more, tertiary
education bills are high and
the food bills often seem

to be enormous. Not to
mention the other costs of
keeping teenagers at home
or planning for weddings.

Protecting their future is
now more important than
ever and comprehensive
life insurance can deliver
security for all.

Building that nest egg
through superannuation
is also important because
retirement seems to be
getting closer each day.
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The kids have left home, you
have time on your hands to
do what you always wanted
to do. And you don’t have
to answer to anyone.

Retirement is here or not
far away so building and
preserving wealth is a key
driver. It is time to review
your life insurance to make
sure it meets your needs.

Preserving your income
remains very important as
people live longer and retire
later than their parent’s
generation.

Protecting what you
have for the retirement
years is paramount. It is
also time to review your
superannuation plans.
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There are more single person
households in Australia now
than ever before. Many fall
into the older age group.
Having individual wealth

is important.

Protecting that wealth,
and the future income it
will provide, is critical.
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