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ANNOUNCEMENT OF RESULTS for the year ended 30 June 2003

SUNCORP- METWAY LTD
Year End Results 2003

Profit Overview, $M Year to Change

Jun-03 Jun-02 %
Banking 318 293 8.5
General Insurance 233 110 111.8
Wealth Management 41 58 (28.3)
Gther 9 8 12.5
Profit before tax and goodwill 601 469 28.2
Goodwill amortisation 62 80 3.3
Tax 155 98 58.2
Net profit 384 311 23.5

»  Net profit increased 23.5% to $384 million, compared with $311 million in 2002, Half year
profit increased by 45.8% to a record $228 million.

»  Underlying profit before goodwill, tax, one-off gains and investment income on general
insurance shareholders funds increased by 26% to $582 million.

« Earnings per ordinary share, on a cash basis before goodwill, rose 19% to 82 cents.

» Return on Equity, on a cash basis, fully diluted, increased from 11.8% to 12.7%, and reached
14.5% in the second half,

» Dividend for the second half increased by one cent to 30 cents per share, taking the annual
dividend to 56 cents per share, up two cents.

+ General insurance pre-tax profit meore than doubled to $233 million, driven by GIO integration
benefits, solid premium revenue growth and improved investment returns. The Insurance
Trading Result increased 85% to $200 million, equal to 10.4% of premium.

»  Banking pre-tax profit rose 8.5% to $318 million, and profit before bad debis increased 10% to
$367 million. The result was driven by increased fee income and continued strong growth in
commercial lending, which offset slower housing lending.

»  Woealth Management pre-tax profit fell 29% to $41 million. Excluding an $8 million one-off gain
i the prior vear, profit was down 18%. Sales and profit were affected by subdued investment
markets.

*  OCutlook:
Banking — high single digit increase in profit before tax
Generat Insurance — TR of 16-13%
Weatlth Management — High single digit growth in profit before tax
Group — Underlying profit growth of approximately 15%
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SUNCORP-METWAY LTD and controlied entities
ANNOUNCEMENT OF RESULTS for the year ended 30 June 2003

REVIEW OF OPERATIONS
Except where otherwise stated, all figures relate to the year Cperating Profit after Tax
ended 30 June 2003, comparatives are for the year ended {half-year, $m)

30 June 2002, and life insurance policy owners’ interests
are excluded.

Group Overview

»  Suncorp Metway has recorded a 23.5% increase in net
profit to $384 mitlion for the year to 30 June 2003. The
profit for the six months to June was a record $229

million, up 45.8% on the previous corresponding period.

157 155

« Earnings per share on a cash basis, fully diluted,
increased by 18.7% to 82.0 cents.

# The final dividend was increased by one cent to 30
cents per share, taking the full year dividend to 56
cents, up 2 cents.

Dec-01 Jun-02 Dec-02 Jun-03
» Relurmn on equity, on a cash basis, fully diluted,
increased to 12.7% for the vear, and reached 14.5% for
the second half,
» The feature of the result was the very strong .
improvernant in earnings in the general insurance Dividend
division, which more than doubled pre-tax profit to $233 {Cents per share}

rmillion for the year. This was a record result for the
general insurance division.

» The insurance Trading Result, which Is the clearest
indicator of performance in the underwritten general
insurance business, increased to a strong 10.4% of net
earned premium for the vear, and reached 12.8% for
the second half.

+ Banking operations also delivered record results,
reporting a solid 8.5% increase in profit for the year to
$318 million, and a 20% rise in profit for the second half,
o $168 million,

+ The Wealth Management division achieved a profit of Dec-01 Jun-02 Dec-02 Jun-03
$41 million for the year, down 28% on the prior year

which had benefited from a one-off gain of $8 million.

» Underlying profit for the group, (before tax, goodwill, . o N
investment income on general insurance shareholders and Profit before tax, goodwill, investment income

one-off gains) increased by 26% to $582 million. on shareholders funds and one-offs
{half-year, $m)
»  Although equity markets continue to be subdued,
investment income improved compared to the prior year.
Investment income on general insurance shareholder funids 374
increased to $11 miliion, from nil in 2002.
261
*  The profit result included a onie-off gain of $18 million 231
hefore tax from the sale of two property assets in the
Brisbane CBD, and a one-off toss of $8 million in the
Managed Scheme business. The prior year included a one-
off §8 million gairi in Wealth Management.

» lhcome tax expense increased by 58% during the year
to $155 million, due o higher income and one off tax
benefits recognised in the prior year.

» The Group Efficlency Ratio, which measures operating Dec-01 Jun-02 Dec-02 Jur-03
expenses as a proportion of operating income,

improved from 26.5% to 23.8%.
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SUNCORP-METWAY LTD and controlied entities
ANNOUNCEMENT OF RESULTS for the year ended 30 June 2003

Transformation update » The incremental impact of transformation
improvernents in the June half, compared to the

» The operating highlight of the period was the completion preceding December half, was $28 million.

of the GIO integration program, called “Transformation”.
The 18 month program was finalised at the end of June, While the full annualised savings target of $240
and delivered savings and benefits worth $240 million million had been achieved at June, the timing of
annyally. implarmentation of the initiatives means that
further benefits worth $23 million will flow to the
profit and loss account in the current half.

»

+ The profit impact of these savings in the June half was
an increase of $97 million before tax compared with the Some examples of initiatives implemented in the
starting point at June 2001. year to June include:

¥ Technology upgrade within some call centres
including skills based routing and the instaliation

Transformation Net P & L Benefits of Virtual Call Centre technology. The
{half-year, $m) combination of these upgrades in technology and

process have produced greater efficiency and
improved customer service.

¥  Or-ine involcing has been introduced to Workers

120 Comgpensation, making service faster and
reducing paper work.

¥ A singie General Ledger has been installed and
is in operation.

¥ Insurance Claims have introduced motor parts
pricing on-line between Suncorp and repairers,
enabling a streamtined process for repairs,
customers and Suncorp.

»

g7

Dec-01 Jun-02 Dec-02 Jun-03 Dec-03

B incrementat effect in haif year
Achieved in prior periods
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SUNCORP-METWAY LTD and controlied entities
ANNOUNCEMENT OF RESULTS for the year ended 30 June 2003

CONTRIBUTION TO PROFIT BY DIVISION FOR THE YEAR ENDED
30 JUNE 2003

EXCLUDING LIFE INSURANCE POLICY OWNERS’ INTERESTS

Fulf Year

Y A

Ju?a:GZ Jun-03 vs
$m Jun-02 %

Banking

Net interest income 550 7.6
Net fee income 111 28.7
Other revenue®™ 18 (26.7}
Operating expenses {343} 10.8
Bad debts {40} 22.5
Contribution before tax 293 8.5
General Insurance

Net garned premium @ 1,797 12.0
Net incurred claims {1,409} 17.2
Operatirig expenses @ {448} (3.3
tnvestment income on insurance provisions 173 62.4
insurance trading result 113 85.0
Managed schemes net income 6 16.7
Joint verniture income 5 80.0
tnivestment income on shareholder furids n/a
Profit on sale of property - nla
Contribution before tax and GIC funding 124 103.2
Subordinated debt expense - GIO acquisition funding {14} 358.7
Contribution before tax 110 111.8
Wealth Management

Contribution from Life Company 39 {17.8)
Contribution from funds management 19 {52.6)
Coernitribution before tax 58 {29.3)
Other™

Contribution before tax g 12.5
Total confribution before amortisation of goodwill 485 284
Amortisation of goodwill {60} 3.3
tncome tax {88} 58.2
Total contribution after income fax and amortisation of goodwill 314 23.5

Notes:

1. Other revenue is comprised of net profits on trading and invesiment securities, net profits on derivative
and other financial instruments and income on profit share loans

2. Net of cerlain statutory fees and charges "grossed-up” in income and expenses in the Consolidated
Financial Report.

3. Other is primarily made up of the resulis of the property management activities of LJ Hooker.

Refer to Appendix 1 for an alternative presentation of the statement of operating profit excluding life
insurance policy owners' interests.
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SUNCORP-METWAY LTD and controlied entities
ANNOUNCEMENT OF RESULTS for the year ended 30 June 2003

CONTRIBUTION TO PROFIT BY DIVISION FOR THE HALF YEAR ENDED
30 JUNE 2003

EXCLUDING LIFE INSURANCE POLICY OWNERS’ INTERESTS

Half-Year Ended
Bec-02 Jun-02 Dec-01 Jun-03 vs

$m $m $m Jun-02 %
Banking
Net interest income 295 273 277 88
Net fee income 85 58 53 36.2
Other revenue " 5 7 8 {14.3)
Operating expenses {189) {172} {171} 111
Bad debts {26) {26} {14} {11.5)
Contribution before tax 150 140 153 19.9
General iInsurance
Net earned premium®™ 1.003 921 876 9.8
Net incurred claims {866) {689} {720} 13.8
Operating expenses @ {222} {234} {214) {8.8)
Investment income on insurance provisions 165 73 100 58.9
Insurance trading resuit 80 71 42 gt.v
Managed schemes net income 14 {2} 8 250.0
Joint venture income 4 5 - -
Investment income on shareholder funds {17} 3 {3} 833.3
Profit on sale of property - - - nia
Contribution before tax and G1O funding 81 77 47 1221
Subordinated debt expense - G10 acquisition funding {9) (10} (4} -
Contribution before tax 72 &7 43 140.3
Wealth Management
Contribution from Life Company 13 17 22 1.8
Contribution from funds management 4 5 14 .
Contribution before tax 17 22 3B 8.1
Other™
Contribution before tax 4 4 4 250
Total contribution before tax and amoriisation of goodwilt 243 233 236 53.8
Amortisation of goodwill {30} {303 {303 67
Income tax {58) {48 (52} 1108
‘Fotal contribution after income tax and amortisation of goodwill 155 157 154 458

Notes:

1. Other revenue is comprised of net profits on frading and investment securities, net profits on derivative and
other financial instruments and income on profit share loans.

2. Net of certain statutory fees and charges which are "grossed-up” in income and expenses in the Consolidated
Financial Report.

3. Other is primarily made up of the results of the property management activities of L.J Hooker.

Refer to Appendix 1 for an alternative presentation of the statement of operating profit excluding life
insurance policy owners' interests,
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SUNCORP-METWAY LTD and controlied entities
ANNOUNCEMENT OF RESULTS for the year ended 30 June 2003

STATEMENT OF ASSETS AND LIABILITIES

EXCLUDING LIFE INSURANCE POLICY OWNERS’ INTERESTS

Assets
Cash and Hguid assets

Receivables due from other financial institutions

Trading securities

trivastment securities

tnvestmerits in associates

Loans, advances and other receivables

Property, plant and equipment

Unlisted investment in life insurance
statutory funds

Deferred tax assets

intangible assets

Othier financiat assets

Total assets

L iabilities

{Deposits and short term borrowings

Payables dus to other financial institutions

Payables

Current tax liabifities

Provisions

Deferred tax liabilities

Outstanding claims and unearned
premium provisions

Bonds, notes and long term bosrowings

Subordinated notes

Total liabilities

Net assets

Equity
Corifributed equity
Reserves
Retained profits

Total parent entity interest
Outside equity interests
Total equity

Notes:

Dec-02 Jun-02 Dec-(H Jun-03 vs
$m $m $m Jun-02 %
825 1,134 864 {25.8)

17 57 9 19.3
2,067 1,498 1,703 111.9
4715 4,424 4,363 88
83 86 80 {3.5)
23,142 22518 21,912 6.8
231 206 197 5.3
152 136 139 14.7
151 190 171 {13.2)
1,071 1,099 1,122 {5.8)
548 580 973 {20.3}
32,882 32,328 31,533 8.6
20,143 18,1867 17,755 18.8
16 70 - {62.9)

688 801 987 55.1
48 86 26 55.8

102 326 309 {68.1)
124 171 182 {32.7}
4,813 4 591 4,468 10.3
2,773 3,852 3,662 {31.4)
751 802 806 1.6
29,456 28,866 28,185 87
3,536 3,362 3,348 8.5
2,805 2,777 2,780 1.9
22 22 21 -
703 557 561 413
3,530 3,356 3,342 85
5 B B 16.7
3,536 3,362 3,348 8.5

1. Other financial assets is mainly made up of accrued interest, prepayments, unrealised gains on derivative hedging positions

and a security deposit on a repurchase agreament
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SUNCORP-METWAY LTD and controlied entities
ANNOUNCEMENT OF RESULTS for the year ended 30 June 2003

GROUP PERFORMANCE SUMMARY - Ratios and statistics
EXCLUDING LIFE INSURANCE POLICY OWNERS’ INTERESTS

FULL YEAR ENDED JUNE 2003

Full YearEnded = Jun-03vs
Jun-02 Jun-02 %

Financial position
Investment and interest earning assets {$ million) 28,020 123
Total assets {$ million) 32,373 8.5
Sharehoider summary
Dividend per ordinary share {cents) 54.0 37
Payout ratic
Basic {%) 96.6 (15.8)
Diluted {%}) 96.3 (14.7)
Weighted average number of shares
Basic {million) 514.2 27
Dituted {million} 515.5 25
Number of shares at end of period
Basic {million) 525.3 1.0
Dituted {million} 531.8 0.8
Net tangible asset backing per share
Basic {}) 3.83 158
Diluted {8) 434 13.0
Share price at end of period {$} 12.31 (5.7
Performance ratios
Earnings per share
Basic {cents} 58.0 20.3
Dituted {cents) 57.9 206
Cash earnings per share
Basic {cents} 69.3 18.5
Dituted {cents) 69.1 187
Return on average shareholders’ equity
Basic {%) 11.4 (0.9)
Dituted (%) 10.1 6.9
Cash return on average shareholders’ equity
Basic {%) 13.5 {1.5)
Diluted (%) 11.9 6.7
Return on average total assets {%) 1.06 6.6
Return on average investment and interest

earning assets {%) 1.18 9.4
Insurance trading ratio 6.3 65.1
Productivity
Group efficiency ratio 26.5 {9.8)

Refer page 56 for definitions
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SUNCORP-METWAY LTD and controlied entities
ANNOUNCEMENT OF RESULTS for the year ended 30 June 2003

GROUP PERFORMANCE SUMMARY - Ratios and statistics

EXCLUDING LIFE INSURANCE POLICY OWNERS’ INTERESTS {Continued)

HALF YEAR ENDED JUNE 2003

Half-Year Ended Jun-03 vs
. Dec-02  Jun-02 Dec-01 Jun-02 %
Financial position
Investment and interest earning assets {$ million) 29,108 28,020 27,180 12.3
Total assets {$ million) 32,992 32,373 31,541 85
Sharehoider summary
Dividend per ordinary share {cents) 28.0 25.0 25.0 34
Payout ratic
Basic {%) G935 100.9 90.3 (27.7)
Diluted {%) 947 103.0 88.5 (28.8)
Weighted average number of shares
Basic {million) 526.6 5246 503.6 0.5
Dilusted {million)} 527.3 525.8 505.2 0.8
Number of shares at end of period
Basic {million) 527.9 5253 523.8 1.6
Diluted (million) 533.2 531.9 525.4 0.8
Net tangible asset backing per share
Basic {}) 4.20 3.83 3.77 15.9
Diluted {8) 4.67 4.34 4.33 130
Share price at end of period {$} 11.15 12.31% 14.01 {67}
Performance ratios
Earnings per share
Basic {cents} 27.9 283 258 48.1
Diluted {cernts) 279 282 287 482
Cash earnings per share
Basic {cents} 34.2 339 355 41.9
Diluted {cents) 34.2 33.8 354 41.4
Return on average shareholders’ equity
Basic {%) .1 97 11.3 38.1
Diluted {%) 88 9.3 9.9 378
Cash return on average shareholders’ equity
Basic {%) 1.2 1.6 134 318
Diluted {%) 10.7 1.0 11.8 318
Return on average total assets {%) 0.94 0.98 1.05 37.8
Return on average investment and interest
earning assets {%) 1.08 1.15 1.18 36.4
Insurance trading ratio 8.0 7.7 4.8 66.2
Productivity
Group efficiency ratio 24.4 27.0 259 {13.3}
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SUNCORP-METWAY LTD and controlied entities
ANNOUNCEMENT OF RESULTS for the year ended 30 June 2003

ONE-OFF ITEMS AND CHANGES IN ACCOUNTING POLICY

Half-Year Ended

Dec-02 Jun-02
$m $m

Dec-01
$im

Che-off items included in profit from ordinary activities before income tax are

Sale of Suncorp Metway Plaza and Tritfons Site

Restructure of Suncorp Metway Property Funds

Write back of previous year's performance fees for Workers' Compensation
managed funds following finalisation of performance audits

Changes in accounting policy included in profit from ordinary activities befor
income tax are:

Adoption of revised accounting standard AASB 1028 "Employee
Entitlements”

Half-Year Ended

Dec-02 Jun-02
$m $m

Dec-01
$im

The above Hems affect the following captions
in the Staterment of Operating Profit:

Profit on sale of property

Managed schemes net income

Cperating expenses from ordinary activities

During the year the group reviewed various "CBD" occupancy options. As a result the group sold the
Suncorp Metway Plaza. It also sold the Trittons site and entered into a development agreement with ABN
Amro Australia Limited who will develop the site. The group has entered into an agreement to lease space in
the completed bullding. The net profit on the Trittons development agreement and sale of Suncorp Metway

Plaza was $18 million.

Within the Managed Schemes business, an $8 million gain from the prior year was reversed. This was due
to base fees and bonus payments in NSW workers compensation business being lower than initially booked,

following finalisation of performance audits.
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SUNCORP-METWAY LTD and controlied entities
ANNOUNCEMENT OF RESULTS for the year ended 30 June 2003

OPERATING EXPENSES

Half-Year Ended
Dec-02 Jun-02 Dec-01 Jun-03 vs
$m Sm $m Jun-02 %

Staff expenses X
Salaries and wages 187 183 171 4.1
Other staff expenses™ 92 30 82 (1.1)
Total staff expenses 289 283 253 2.5
Equipmernt and occupancy expenses
Depraciation

Buildings 1 1 1 -

Plant, equipment and software 30 18 18 100.0

Leasshold improvements ] 8 4 {250}
Loss on disposal of property, plart

and equipment - 1 1 500.0
Operating lease rentals 24 19 26 10.5
Cther occupancy expenses i 7 10 8 {20.0}
Total equipment and ocoupancy expenses 88 57 58 36.8
Other
Hardware, software and data line expenses 25 53 37 {56.6)
Advertising and promotion expenses 28 24 22 4.2
Cffice supplies, postage and printing 33 45 23 {28.9}
Amortisation of franchise systems - 1 - -
Other!'h 8 5 46 34 75 (23.5)
Total other expenses 132 187 157 {31.8}
Expenses charged to the Wealth

Management Statutory Funds {32} {28} {32} 7.1
Expenses allocated to claims expense {24} (27} {25} {33.3)
Total operating expenses from

ordinary activities 433 442 411 {343

Notes:

1. Prior to the transfer of service company functions from AMP to Suncorp on 12 October 2001, employee, information
tachnology and other services were charged to GI0 as a general service fee and not classified in the underlying
expense categories. For this period, a significant portion of GlO expenses are shown as "other”. Afier the transfer
of those services to Suncorp, the expenses have been recognised in their respective categories, therefore the
comparative information is restricted to this extent.

2. Cther staff expenses is mainly made up of employee on costs, staff amenity expenses, training costs and temporary
staff expenses.
3. Other ocoupancy expenses consists mainly of electricity and maintenance expenses.

4. Other is primarily made up of service fees paid by G1O to AMP {refer note 1), wealth management expenseas and
general insurance cCommissions.

5. Net of certain statutory fees and charges included in income and expenses in the Consolidated Financial Report.
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SUNCORP-METWAY LTD and controlied entities
ANNOUNCEMENT OF RESULTS for the year ended 30 June 2003

INCOME TAX

The income tax expense for the financial period differs from the
amount calculated on the profit. The differences are reconciled
as follows:

Profit from ordinary activities before income tax expense

Prima facle income tax expense caloulated at 30% (31 December
2002 : 30%, 30 June 2002: 30%, 31 December 2001 : 30%)

Tax effect of permanent differences:
Non-deductible expenditure
Non-deductible write-downs
Amortisation of goodwill
Non-assessable income
imputation gross up on dividends recseived
Dividend rebates
Dividend tax credits
Future income tax benefits not previously brought to account
Life and supsrannuation statutory funds
Other
Income tax adjusted for permanent differences
Cver provision in prior year
Income tax expense

Income tax expense by segment
Banking

General insurance

Wealth management

Other

Half-Year Ended
‘ De¢-02  Jun-02 Dec-0f  Jun-03vs
$m $m $m Jun-02 %

213 203 206 60.6
64 51 62 60.6

2 3 1 -

. 1 . {100.0)

g 9 g 114

- (2} (3} (50.0)

- - - aia

. (3} {6) {100.0)
{11} - - nia
{4} {15} {2} {126.7}
(6} (8} (2} (t1.1)

4 3 {4) {200.0}

58 48 55 112.5

- (2} {3} 150.0

58 45 52 110.9
41 31 38 67.7
14 13 7 215.4

1 - & s

2 2 1 -

58 45 52_ 110.9

Income tax expense increased by 58% to $155 million in the year to June. This was egual to an effective tax
rate of 26% of profit before goodwill. This was slightly higher than anticipated due to tax exempt dividend
income not growing proportionately with the accounting profit. Relative to the prior year, this change in the
mix of iIncome has resulted in an approximate increase In income iax expense of 1% - 1.5%. Prior years also

benefited from one-off factors which reduced the effective tax rate.
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SUNCORP-METWAY LTD and controlied entities
ANNOUNCEMENT OF RESULTS for the year ended 30 June 2003

STATEMENT OF CASH FLOWS
EXCLUDING LIFE INSURANCE POLICY OWNERS’ INTERESTS

Half-Year Ended Fult Year Ended
Jun-03 DBec-02 Jun02 Dec-dd
$m $m $m $m

Cash flows from operating activities
lnterest received 8960 816 826 851
Dividends received 15 18 27 31
Premiums received 1,278 1,227 1,168 918
Reinsurance and other recoveries received 66 157 2688 G2
Other operating revenue received 264 303 288 330
Interest paid {547} {557) {475) {506
Outwards reinsurance premiums paid £85) (B0} {99} {80
Claims paid {911} {886} {853; {862
Operating expenses paid {487} {706} {513} {521
Income taxes paid — operating activities £36) {76} {4} {51
Net cash inflow from operating activities 537 316 613 102
Cash flows from investing activities
{Payments for purchase)/ proceeds from disposal

of controlled entities - {1 {58y {1,275
Payments for purchase of investments in associates - - {80}
Payments for property, plant and equipment (60} {63} {61} {30
Net {purchase}/disposal of banking securities 1,102} {557} 238 {87
Net increase in loans, advances and other recaivables {1,066} {337 {8913 {857
Purchase of investments integral to insurance achivities (4,435) {14,678) (19,136) {14845

Proceeds from disposal of insurance investments 4,194 14,375 18,730 15,130
Income taxes paid — investing activities {28} {2} {33) {9
Net cash {outflow) from investing activities (2,488) {1,263} {1,300y {1,753

Cash flows from financing activities

Proceeds from issue of shares 1 5 - 616
Proceeds fromf{repayment of} subordinated notes 64 {51} {4} 271
Nat increase in borrowings 2,073 835 1,155 1,442
Dividends paid {120} {137} {126} {151

Net cash inflow from financing activities 2,018 652 1,025 2,178

Met increase {decrease} in cash and cash equivalents 57 {295} 248 527
Cash at the beginning of the financial period 826 1,121 873 288

Cash agquired on acqguisition of controlled entities - 48
Cash at the end of the financial petiod 883 826 1,121 873
DIVIDEND

The: final dividend of 30 cents per share is fully franked and due o be paid on 3 October 2003. The record
date for determining entittements to the final dividend is 9 September 2003, Shareholders participating in the
company's Dividend Reinvestment Plan {DRP) will receive a 2.5% discount to the weighted average price
over five days following the record date.
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SUNCORP-METWAY LTD and controlied entities
ANNOUNCEMENT OF RESULTS for the year ended 30 June 2003

SEGMENT INFORMATION — BANKING

Overview

» The banking division made a pre-tax profit of $318 Contribution to Profit (half-year, $m)

million for the year to June, up 8.5%.

168

» Following a 2% reduction in profit in the first half, the 163 150
140

division achieved a significant turnaround in
performance in the second half of the year,
recording a 20% increase in pre-tax profit to $168
milion, compared with $140 million in the prior
corresponding period.

» Underlying profit, before bad debts, increased by
10% to $387 million for the year, and was up 15% in
the second half to $191 milllon compared to the prior
corresponding period. Dec-0 Jun-02 Dec-02 Jun-03

« The improvement in the full year result was driven
by condinued steady growth in net interest income
and fee revenues. This was partially offset by rising
operating costs, particutarly in the first half, and an
increase in bad debt expenses following unusually
low bad debis in the prior year.

Underlying profit {half-year, $m)

191

 While growth in total lending was slightly slower than
the overall industry, it continued at a steady pace for 167
the year. Total lending, including securitised assetls,
increased 11%, compared with systermn growth of
12.7%. Commercial lending growth was particularly
strong, increasing by 15.4%, compared with 4.6%
for the industry. However housing lending growth, at
9.4%, was below the exceptionally strong 21.4%
growth rate recorded for the banking system.

176

« A combination of steady asset growth and stable Dec-01 Jun-02 Dec-02 Jun-03
margins over the full vear led to a 7.8% increase in
net interest income to $582 million. Securitisations
reduced net interest income by $18 million. In the
absence of securitisations, the increase in NIl would I
have been 10%. Cost to Income Ratio (%)

» Net banking fee and commission income rose

29.7% to $144 million, driven by higher 58.0 7 506 50.6 51.8

sacuritisation fees and improved fee collection. 560 ___.,_,_———I\SEO
» Banking expenses increased 10.8% to $380 million, 45.0 4

however, the bulk of the increase occurred in the

first half. Costs in the second half, at $191 million, 40.0 -

were in ling with the first half figure of $189 million.

The cost to income ratio for the year increased 35.0 -

slightly to 50.9%, but fell in the second half to

50.0%. 30.0

Dec-01 Jun-02 Dec-02 Jun-03
» Asset quality remains sound, with gross impalred

assets falling by 20.5% in the second half to $116

million. The bad debt charge increased to $49

miltion for the year, mainly due to a single corporate

default in the first half.
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SUNCORP-METWAY LTD and controlled entities

ANNOUNCEMENT OF RESULTS for the year ended 30 June 2003

Profit contribution — Banking

Net interest income
Interest ravenue
Interest expense

Net banking fee income
Banking fee and commission revenus
Banking fee and commission expense

Other operating revenue

Net profits on trading and investment securities

Net profits on derivative and other financial
instruments

Other income

‘Fotal income from ordinary banking activities

Operating expenses

Staff expenses

Occupancy expenses

Computer and depreciation expenses
Communication expenses
Advertising and promotion expenses

Other operating expenses @

Contribution to profit from banking activities
before bad and doubtful debts
Bad and doubtful debts expense

Contribution to profit before tax from
banking activities

Notes:

Hal-Year Ended

Full Year Ended

Jun-03 Pec.02 Jun-02 Dec.-

$m $m Em $m
855 829 748 783
{558) {534} {475} {50
287 285 273 277
105 g7 82
{286) {32} {24
79 85 58
- - 1
- 3 2
8 2 4
8 5 7
382 365 338
(111 (108} (100}
(10} {10} (10
(24) {26) (23)
{17} {15} {14}
() {10} (9)
(20] {22} (18)
(161) {188} (172}
181 176 166
{23) {26} {26)
168 150 140

Jun-03 vs
Jun-02 %

10.0
11.3
7.8

30.3
31.8
28.7

1. Other operating expenses is primarily made up of financial, legal, motor vehicle and travel and accommaodation

SXpenses.
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SUNCORP-METWAY LTD and controlied entities
ANNOUNCEMENT OF RESULTS for the year ended 30 June 2003

Assets and liabilities — Banking

Dec-02 Jund2 Dec-01 Jun-03 vs

$m $m $m Jun-02 %
Assets
Cash and liquid assets 441 6864 272 £32.5)
Receivables due from other financial institutions 17 57 g 19.3
Trading securities 2,057 1,498 1,703 111.9
Investment securities 2,068 2,087 2,087 -
Loans, advances and other receivables 22808 22417 21,319 57
Property, plant and equipment 224 178 168 20.8
Deferred tax assets 83 93 67 1.5
Intangible assets 23 25 35 (8.0}
Other financial assets! 276 314 785 (10.2)
Total assets 27,907 27,313 26,425 10.1
Liahilities
Deposits and short term borrowings 20871 18,838 18,234 16.9
Payables due to other financial institutions 16 36 - (27.8)
Payables 286 331 503 218.7
Current tax liabilities 36 87 14 11.9
Provisions 52 210 178 {58.8)
Deferred tax liabilities 58 78 82 {29.5)
Bonds, notes and long term borrowings 2773 3,952 3,652 £31.4)
Subordinated notes 752 802 806 1.6
Total liabifities 24,844 24,315 23,469 10.4
Net assets 3,153 2,898 2,956 7.5
MNotes:

1. Other financial assets is mainly made up of accrued interest, prepayments and unrealised gains on derivative
hedging positions.

Banking statistics

Half-Year Ended
Jun-03  Dec.02 Jun-02 Dec.01

Costs to income ratio {%) 50.0 518 50.9 50.6
Costs to average total banking assets ratfio {%) 1.34 1.38 1.34 1.36
Capital adequacy ratio {%) 10.7 10.0 10.6 10.5
Return on average risk weighted assets ratio (%) 1.43 1.36 1.43 1.56
Net interest rargin (%) 2.28 2.37 2.33 2.38
Net interest spread (%) 2.07 2.14 213 2.1
Non-interest income as a percentage of average

assets 0.60 0.51 0.51 0.49
Non-interest income as a percentage of total income 22.3 19.2 18.2 18.0
Return on equity (%) 17.8 19.8 18.5 21.6

Refer page 56 for definitions
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SUNCORP-METWAY LTD and controlied entities
ANNOUNCEMENT OF RESULTS for the year ended 30 June 2003

Asset growth

Housing loans
Consumer recaivables
Refail loans

Commercialioans
Development finance
Property investment
Lease finance

Agri business
Business {oans

Structured finance

Other receivables™
Total lending

Provision for impairment

Intragroup receivables

Total loans, advances and other raceivables
including securitised balances

Less: Securitised loan balancas (housing)

Loans, advances and other receivables

Gross banking loans, advances and other recaivables

Risk weighted assets {$m)

Geographical breakdown - total lending
Queensiand

New South Wales

Victoria

Western Australia and South Australia

Notes:

1. Other receivables is primarily made up of trade finance and foraign exchange advances.

Dishursements

By segment
Housing
Consumer
Business
Total

Geoagraphical breakdown
Queensland

New South Wales

Victoria

Western Australia and South Australia

Dec-02 Jun-02 Dec-01 Jun-03 vs
$m $m Sm Jun-02 %
13,724 13,303 12,685 04
504 514 480 {7.2}
14,228 13,817 13,155 87
1,843 1,692 1,411 222
1,293 1,156 1,043 27.6
2,263 2,214 2,033 14.0
1,675 1,581 1,629 11.5
1,891 1,940 1,802 7.0
8,065 8,583 7.818 15.4
18 25 25 {28.0)
23 131 180 {22.1)
23,404 22,566 21,188 11.0
{114} {124} {116) {2.4}
23,280 22,442 21,072 14.1
605 500 350 {20.6)
23,885 22,942 21422 10.4
{1,887} {525} {103) 214.3
22,808 22417 21,319 57
22,317 22,041 21,085 6.2
15,860 15850 14,814 6.2
15,693 15,530 14,699 4.0
4,084 3,474 3,312 353
3,140 2,977 2725 18.3
517 585 452 12.5
23404 22,566 21,188 11.0
Half-Year Ended
Dec-02 Jun-0i2 Dec-01 Jun-03 vs
Sm $m Sm Jun-02 %
2,308 2,118 2,343 215
97 129 77 £39.5)
2,875 2,752 2,211 12.2
5,280 4,089 4,631 14.8
3,086 3,005 2,807 6.4
1.213 g57 834 43.2
767 862 787 138
204 175 203 8.7
5,280 4,089 4,631 14.8
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SUNCORP-METWAY LTD and controlied entities
ANNOUNCEMENT OF RESULTS for the year ended 30 June 2003

Asset growth {continued)

Total Lending

Total lending, including securitised assets, rose by 11.0% to $25.1 billion over the 12 months to June,
compared with overall industry credit growth of 12.7%, according fo statistics from the Reserve Bank of
Australia. Lending growth was strongest in NSW, where total assets rose by 35% to $4.7 billion, driven by
strong growth in housing and commercial lending. NSW disbursements In the year increased 43.2% to $1.37
billion.

The strong NSW growth helped to offset slow growth in other states, particutarly Queensland, where assets
rose by 4% to $16. 15 billion, mainly due to slower lending in the housing segment. Lending assets oulside of
Queensiand now account for 35.5% of the portfolio, compared with 31.2% at June 2002, while
disbursements outside of Queensiand are running at 44%, leading to improved geographical diversity of the
loan book. Low risk housing loans constitute 58% of lending and the portfolio has minimal exposure fo large
corporate lending and unsecured consumer finance.

Housing Lending
While housing lending grew by a solid 8.4%, to $14.5 billlon, this was below the systemn growth rate of
21.4%.

The relatively low Suncorp growth rate was caused by a subdued lending performance in the key
Queensland market due to the following:

1} Suncorp’s Queenstand customer base has a high exposure to first home buyers. Patterns of growth In
this sector were affected by the Federal Government’s first home buyers scheme, which commenced in
July 2000 and pulled forward activity from later periods.

2} Activity has shifted more towards home renovation and investment lending, which are areas in which
Suncorg has not traditionally been a strong player.

3} Changes in buyer preferences, and increased investment from interstate buyers have led to an increase
in sales via the broker network in the Queensland market. Suncorp has not previously been strongly
represented within the Queensiand broker network, preferring to focus its home loan sales efforts
through its proprietary distribution channels, principally its branch network. The lack of presence in the
rapidly growing broker network has therefore affected Suncorp’s Queensland growth rates.

Remedial steps were taker in the second half, and a range of nitiatives have been infroduced to improve
home lending performance. These inftiatives were primarily aimed at simplifying and streamlining the lending
process, reducing the time required to finalise a loan and making it easier for borrowers without sacrificing
credit quality. The Queensland distribution network is being restructured to improve accountablility and
streamline reporting lines, and the company has moved to strengthen its broker distribution arrangements.

These initiatives have produced rapid results, with lending performance improving in the final quarter of the







SUNCORP-METWAY LTD and controlied entities
ANNOUNCEMENT OF RESULTS for the year ended 30 June 2003

Bank fee income

Net bank fee income rose by 20.7% to $144 million compared to the previous June, boosted by an increase
in securitisation income from $4.6 million to $16.1 million. The underlying growth in fee income was
approximately 20%. Improvements in fee collection, with reductions in waivers and rebates, generated a
significant increase in fee revenues. (It is important to note that bank fee income as reported here does not
include general insurance and wealth management fees, which are reported separately within the group
results.)

Operating expenses

Operating expenses totalled $380 million, up 10.8% on the prior year. Almost all of this Increase in the cost
base occurred in the first half, with new confrols in place in the second half to contain expense growth.
During the second half, operating expenses totalled $191 million, up just 32 million on the first half.

The increase in costs, year on year, was due to generally higher business volumes and the costs of the
restructuring and expansion of the interstate branch network. GiO's 38 branches and Suncorg's 8 branches
were integrated during the year to create 40 new outlets, including 35 Allfinanz stores.

The cost to income ratio increased marginally to 50.9% for the year, from 50.7% in the prior 12 months.
However, in the second half, the ratio reduced to 50.0% from 51.8% in the first haif, demonstrating the
improved cost performance. The cost to income ratio continues to be better than regional bank peers and in
Hne with our major bank competiors.

Bad and doubtful debts

The charge for bad and doubtiul debts was $49 million for the year, compared with $40 million for the prior
year. The increase oceurred in the first half, when bad debts rose from $14 million to $26 million due malnly
to a single larger manufacturing loan, which was written off. In the second half, the bad debt change reduced
frorn $26 million to $23 million.

Half-Year Ended

Jun-83 Dec-02 Jun-02 Dec-01 Jun-03vs
$Sm $m $m $m Jun-02 %

Charge for bad and doubtful debis
General provision for impairment 6 1 5 40.0
Specific provision for impairment 8 15 12 211
Bad debts writlen off 11 14 12 19.0
Bad debts recovered {2} {4} {3} 20.0
23 28 26 : 22.5
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SUNCORP-METWAY LTD and controlied entities
ANNOUNCEMENT OF RESULTS for the year ended 30 June 2003

Bad and doubtful debts {continued)

As a proportion of average loans, advances and other recelvables, the bad debt charge amounts to just 20
basis points, which is below peer bank averages and demonstrates the high credit quality of the portfolio.

As stated earlier, approximately 58% of total lending is made up of low rigk housing loans, and the portfolio
has almost no exposure to large corporate lending or ungecured consumer finance. The bulk of lending,
including housing, properly development, property investment, agribusiness and commercial lending is
secured by land and buildings at conservative valuations.

Impaired assets

Overall credit quatlity remains strong, with gross impaired assets reducing to their lowest level since June
1988, (Gross impaired assets at June 2003 weare $116 million, down 20.5% on the prior December half, and
equal to just 0.5% of gross loans, advances and other receivables. The reduction was mainly due to
reinstatement of previously impaired loans as performing assets, as clients worked their way through short-
term difficulties and restructured borrowing arrangements.

The bulk of impaired assets, $62 million or 53%, are in the agribusiness portfolio, reflecting the impact of
drought conditions which are persisting in parts of the country. The figure has fallen from $78 million at
December 2002 due to improved circumstances in some regional areas. Importanily, while farmers may
encourter short-term cashitow difficulties due to cyclical weather patterns, many of these impaired assels
are not resulling in specific provisions. This is because of the high levels of security underpinning the
agribusiness portfolio.

Past 90 day due loan balances also fell to $71 million at June, down 26% on the first half, and confirming the
strong credit conditions currently prevailing.

Impaired assets {(half-year, $m) Bad and doubtful debts (half-year, $m)

146 28 26

126

Dec-(1 Jun-02 Dec-02 Jun-03 Dec01 Jun-02 Dec02 Jun-03
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ANNOUNCEMENT OF RESULTS for the year ended 30 June 2003

Impaired assets

Gross balances of non-acerual loans
with specific provisions set aside
without specific provisions set aside

Gross impaired assets

interest reserved

Net balances

Specific provision for impairment

Net impaired assets

Details of size of gross impaired assets

Less than one million

Greater than one million but less than ten million
Greater than ten million

Past due loans not shown as impaired assets

impaired asssts do not include loans accruing inferest which are in
arrears 90 days or more where the lpans are well securad.
Interest revenue continues 1o be recognised in the statement of
operating profit. The value of past dus loans is

Interest income fergone on impaired assets
Net interest charged but not recognised as revenue in the statement
of operating profit during the half-year was

Interest income on impaired assets recognised in the
statement of operating profit

Net interest charged and recognised as revenue inthe
staternent of operating profit during the half-year was

Analysis of movements in impaired assets

Balance at the beginning of the half-year

Recognition of new impaired assets and increases in
previously recognised impaired assels

impaired assets written off during the half-year

Impaired assets which have been restated as performing assets
Balance at the end of the half.year

Gross impaired assets as a percentage of gross loans,
advances and other receivables (%)

Gross non-performing loans as a percentage of gross loans,
advances and other receivables (%)

Half-Year Ended

Dec02  Jun02 Dec-01 Jun-03 vs
$m $m $m Jun-02 %
45 76 66 (32.8)
101 50 86 30.0
146 126 162 (7.9
{13} {16} {17} {18.8}
133 110 145 (6.4}
{16} (27} (24} (37.0)
117 83 121 3.8
48 40 50 (5.0)
88 58 74 34.5

- 28 38 {100.0)

146 128 162 {7.9}
86 104 81 {31.7}

7 7 7 (28.6}

3 4 4 0.0
126 162 129 (9.9
Bg 18 77 77.8
{28} () {16} (33.3}
{11) {45} {28) 24.4
146 128 162 {7.9)
085 0.57 077 (12.5)
1.08 .04 1.26 {23.3}
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Impaired assets (continued)

Industry breakdown of impaired assets, specific provisions and write-offs as at 30 June 2003 are as follows:

Agribusiness

Construction and development
Financial services

Hospitality

Manufacturing

Professional services

Property investment

Real estate mortgage

Personal

Government and public authorities
Other commercial and indusirial

Total impaired Specific

Lending Assets Provision  Write-offs
$m $m $m $m

4,921 62 7 2

1,947 7 4
156 - - -
643 14 1 1
378 3 2 -
543 1 1
2877 i1 3 1
15,028 1 4 -
477 - - -
9 . . -
1,286 16 1 1
25,069 116 i7 6

Industry breakdown of impaired assets, specific provisions and write-offs as at 31 Decemnber 2002 are as

follows:

Agribusiness

Construction and development
Financial services

Hospitality

Manufacturing

Professional services

Property investment

Real estate mortgage

Personal

Government and Fublic Authorities
Cther commercial and industrial

Total impaired Specific

Lending Assets Provision  Write-offs

$m &m $m $m
1,594 78 7 -
1,773 19 4 -
157 - - -
605 13 4 1
357 7 - 25
565 8 1 1
2,516 18 2 -
13,686 3 4 -
504 - 4 -
9 . . -
1,241 13 2 1
23,404 146 15 28
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Impaired assets (continued)

Industry breakdown of impaired assets, specific provisions and write-offs as at 30 June 2002 are as follows:

Total impaired Specific

Lending Assets Provision  Write-offs
$m $m $m $m

Agribusiness 1,826 47 2 1
Conistruction and Development 1,609 7 1 1
Financial services 154 - - -
Hospitality 581 6 1 3
Manufacturing 387 35 15 1
Professional Services 565 3 1 1
Property Investment 2,401 17 2 1
Real Estate Mortgage 13,190 4 2 -
Personal 514 - 4 -
Government and Fublic Authorities - - -
Other Commercial and Industrial 1,237 7 4 1
22,566 126 27 5

Industry breakdown of impaired assets, specific provisions and write-offs as at 31 Decemnber 2001 are as

follows:
Total impaired Specific
Lending Assets Provision  Write-offs

$M $M™ S $M
Agribusiness 1,824 43 2 1
Construction and development 1,424 13 2 1
Financial services 178 - - -
Hospitality 555 8 3 -
Manufacturing 374 34 2 3
Professional services 752 4 1 4
Property investment 2,225 31 4 1
Real sstate mortgage 12,458 5 2 1
Personal 490 - 2 -
Government and public authorities - - -
Other commercial and indusirial 906 23 8 5

21,188 162 24 16

Industry breakdown shown above is based on the source of credit risk whereas the asset growth table on

page 16 is based on the nature of the loan.
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Provision for impairment

Half-Year Ended

Bec-82 Jun-02 Dec-i1 Jun-03vs
$m $m $m Jun-02 %

General provision

Batance at the beginning of the period g7 g2 92 8.5
Charge against statement of operating profit i 5 - 20.0
Balance at the end of the period g8 g7 g2 7.2
Specific provision
Batance at the beginning of the period 27 24 33 {33.3)
Charge against statement of operating profit
new and increased provisions 16 22 12 {59.1)
write back of provisions no longer reguired {1} (1 {5} {80.0)
Bad debts written-oft {28) {9} {16} {22.2)
Balance at the end of the period 16 27 24 {37.0)
‘Total provision for impairment - banking activities 114 124 116 {2.4)

Dec-62 Jun-02 Dec.i
Yo % Yo

Provisions for impairment expressed as a
percentage of gross impaired assets less interest
reserved are as follows:

specific provision

total provision

12.0 24.5 16.8
857 1127 80.0

General provision for impairment expressed as a percentage of risk

weighted assets, including off balance sheet positions 0.58 0.58 0.56

Provisioning levels remain prudent considering the makeup of the portiolio, the strong security underpinning
tending and low loss history. The general provision was increased by $8 million in the second hatf, to

$104 million, equal to 0.58% of risk welghted assets, in line with prior periods. Unlike major bank
competitors, the general provision is only partially tax-effected. If it were fully tax effected, the provision
would increase by $15 million to approximately $119 million, which would be equal to 0.66% of risk weighted
assels.

The specific provision increased by $1 million to $17 mitlion, which is equal to just 0.07% of gross loans,
advances and other receivables, confirming the strong credit quality of the portfolio and high security
position.

Total provisions are equivatent to 117.5% of gross impaired assets less interest reserved, giving a prudent
level of cover, again reflecting the low loss history and strong quality of impaired assets.
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Average banking assets and liabilities

ASSETS
Interest earning assets
Trading securities

Gross loans, advances and other receivables

Other interest sarning assets
Total interest earning assets

Mon-interest earning assets
Provision for impairment
Property, plant and equipment
Other financial assefs

Total non-interest earning assets
TOTAL ASBETS

LIABILITIES

Interest bearing liabilities

Ceposits and short term borrowings
Bonds, notes and long term borrowings
Subordinated notes
Total interest bearing liahilites

Mon-interest bearing Habilities
Other liabilities

Total non-interest bearing fiabilities
TOTAL LIABILITIES

NET ASSETS

Analysis of interest margin and spread
Interest eaming assets

Interest bearing liabilities

Met interest spread

Met interest margin

Notes:

Half-Year Ended 30 June 2083

Half-Year Ended 31 December 2082

Average Average
Baiance interast Rate
$m $m %
1,853 48 4.88
22275 70 5.88
407 11 4,44
24,720 529 5.685
{127}
200
2328
2389
27 113
19,885 437 4.38
3,148 ikl 5.04
403 18 7.24
23,4986 534 4.51
510
510
24,108
3013
24,720 8249 .85
23,498 534 4.51
214
24,720 295 2.37

1. Excludes the additional subordinated debt raised as funding of the GIO acquisition and the associated interest cost. This cost has

been charged fo General insurance. The principal has been notionally adjusted.
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Average banking assets and liahilities (continued)

AGSETS
Interest earning assets
Trading securities

Gross {oans, advances and other receivables

Otherinterest earning asseis
Total interest garning assets

Mon-interest earning assets
Provision for impairment

Property, plant and egquipment
Other financial assefs

Total non-interest earning assets
TOTAL ASSETS

LIABILITIES

Interest bearing liabilities

Deposits and short term borrowings
Bonds, notes and long term borrowings
Subordinated notes w

Total interest bearing liab#ities

Non-interest bearing liabilities
Other iiabilities

Total nen-interest bearing liabilities
TOTAL LIABILITIES

NET ASBETS

Analysis of interest margin and spread
Inferest earning assets

Interest bearing liabilities

Met interest spread

Met interest margin

Notes:

Half-Year Ended 30 June 2002

Average Average
Balance Interast Rate
Em im %o
1,662 36 4.37
21,857 708 5.58
358 7 3.93
23,618 748 5.39
{147y
173
2,258
2,315
25833
18,348 372 4.09
3616 85 4.74
528 18 5.87
22482 475 4,28
481
481
22873
2 960
23618 748 5.39
224082 475 4.28
2.13
23,618 2¥3 2.33

Halt-Year Ended 31 December 2081

Average Average
Balance Interest Rate
$m $m %
1,716 41 4.74
20,812 728 8.83
570 14 4.87
23,088 783 872
{121}
162
1,796
1,837
24 935
18,317 412 4.45
2,860 74 513
533 20 744
21710 508 4.61
530
830
22 340
2. 585
23,098 783 8.72
21,710 508 4.61
21
23,008 277 238

1.  Excludes the additional subordinated debt raised as funding of the GlO acqguisition and the associated interest cost.
This cost has been charged to General Insurance. The principal has been notionally adjusted.
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Changes in net interest income: Volume and rate analysis

The table below allocates changes in net interest income between changes in volume and changes in rate
over the full year and four half years. Volume variances have been calculated by multiplying the average of
both half years' average interest rates by the movement in average asset and liability balances. Rate
variances have been calculated by multiplying the average asset and Habilily balances by the change in
average interest rates, and includes differences arising from different numbers of days in the periods.

Interest earning assets

Trading securities

Gross loans, advances and other receivables
Other interest earning assets *

Change in interest income

Interest bearing liabilities

{Deposits and short term borrowings
Bonds, notes and long term bosrowings
Subordinated notes

Change in interest expense

Change in net interest income

Half-Year

Dec 02 v Jun D2
Changes due to:

Volume Rate Total

$m $m $m

Interest earning assets

Trading securities 7 5 12
Gross loans, advances and other receivables 23 42 85
Gther interest earning assets " 3 1 4
Change in interest income 33 48 81
Interest bearing liabilities

{eposits and short term borrowings 33 32 85
Bonds, notes and long term borrowings {13} 7 {6}
Subordinated notes {1} 1 -
Change in interest expense 19 40 59
Change in net interest income 14 8 22
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Changes in net interest income: Volume and rate analysis {continued)

Interest earning assets

Trading securities

Gross loans, advances and other receivables
Other interest earning assets’

Change in interest income

Interest bearing liabilities

{eposits and short term borrowings
Bonds, notes and long term borrowings
Subordinated notes

Change in interest expense

Change in net interest income

Notes:

1. Other interest earning assets is primarily made up of cash at bank and cash clearing accounts.

Half-Year

Dec 01 vJun 1

Changes due to:

Half-Year
Jun 02 v Dec 01
Changes due to:
Volume Rate Total
3m $m
0 (4) (5)
28 {80} {24}
(5 (1} (6}
20 {55} {35}
1 {42} {41}
14 {8} 11
- {1} (1)
20 {51} {313

{4}

{(4)

Volume Rate Total
$m $m $ e
10 {5} 5
51 {55} {4}
1 (1) -
62 (61) 1
56 (45) 11
{21} {10} {31}
- {1} {1}
35 (58) (21
27 {5) 22
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Funding
Dec-02  Jun-02 Dec-01 Jun-03vs
$m $m $m Jun-02 %
Deposits and short term borrowings
Unsecured
Call deposits 6,456 5,860 5509 16.9
Term deposits 5,420 5,166 4,938 3.2
Short term securities issued 4,317 4,286 4,942 5.4
Euro commercial paper 2,159 1,375 638 106.0
Long term securities issued maturing within 12 months 2,518 2,052 2,206 154
Total deposits and short term borrowings 20,871 18838 18234 16.9
Bonds, notes amd long term borrowings
Secured
Long term securities issued, matured and unclaimed or
maturing within 12 months 1 - 2 /@
Unsecured
Long term securities issued
Domestic 1,015 1,081 1,324 {3.8}
Offshore 1,757 2.871 2,326 {41.9}
2,772 3.852 3.650 {31.4}
Total bonds, notes and long term borrowings 2,773 3,852 3,682 {31.4}
Total funding 23,644 22791 21.886 85
Represented by:
Retait 12.614 11,718 10,837 118
Wholesale 11,030 11,072 11,048 5.0
Totad 23,644 22791 21.886 85

Total funding increased by 9% to $24.7 billion, with retall funding fising by 11.8% to $13.1 billion and
wholesale funding by 5% to $11.6 billion. There was particularly strong growth in short term call deposits,
which increased by 16.9% to $6.97 billion due partly to reduced investment returns on eguity markets, which
caused depositors to seek lower tisk alternatives.

Funding via Eurc Commercial Paper (ECP) increased from a tow base. This was to increase funding
diversification offshore tapping into a wider breadth of investors across Europe and Asla. Due o the timing
of a securitisation late In the financiatl vear liquid assets were larger than usual.

Long term securities issued offshore {greater than 12 months) decreased due to the specific timing of
security maturities, counterbalanced by long term issuance in the domestic market. The average contractual
term of Habilities has been relatively stable over this period. Over the current year, the intention is to
lengthen the average term of liabilities, particularly the dispersion of wholesale funding. This will largely be
done via the long-term offshore market.

Two major mortgage securitisation issues were undertaken during the year. Apollo Series 2002-2 {A$750
million) in the domestic market in August 2002 and Apolle Series 2003-1E (A$789 miillion} in the offshore
market in June 2003. Apolic 4 was Suncorp's first offshore securitisation, broadening opportunities in the
future for further offshore investor diversification. 1t is intended to underiake two securitisations per annum
{one domestic and one offshore) depending on balance sheet growth. The financial year was aiso the first
time that Suncorp issued into the LS market. A subordinated debt (144a fransaction) was successfully
undertaken in June 2003 for A$380 million, further diversifying our investor base and opening considerable
tonger term opportunities.

Page 25



SUNCORP-METWAY LTD and controlied entities
ANNOUNCEMENT OF RESULTS for the year ended 30 June 2003

SEGMENT INFORMATION — GENERAL INSURANCE

Overview

General insurance pre-tax profit more than
doubled to $233 milion, driven by GIO integration
benefits, solid premium revenue growth and
improved investment returns.

Gn a half yearly basls, pre-tax profit increased by
140% to $181 million.

The Insurance Trading Result increased 85% to
$208 million, equal to 10.4% of premium, and
reached 12.8% for the second half of the year.

The improvemerd in profit confirms the success of
the GIO acquisition. The acquisition has provided
a much broader premium base, significant
operational efficiencies, and is now delivering
substantially increased profitability.

Gross written premium rose by 9.8% to $2.26
billion and net earnaed premium increased by 12%
to $2.01 billion, due to stable overall business
volumes and increases in insurance rates.

A feature of the result was the improvement in
operating efficiency being delivered through the
GO integration program, which contributed to a
reduction in the annual expense rate from 24.9%
at June 2002, to 21.5% at June 2003. The
reduction has been more pronounced on a half
yearly basis, with the ratio falling from 25.4% at
June 2002 to 20.9% at June 2003.

The underwriting result was a loss of $72 million in
the year, compared with a loss of $80 million in the
prior year. The underwriting result for the second
half was a profit of $13 million. The underwriting
result was affected by reductions in discount rates
applying to outstanding claims liabilities.
Eliminating movements in discount rates, the
underwriting result was a profit of $33 million for
the year, including $26 million in the second half.

Managed fund net income for the vear increased
by $1 million to $7 million, although it was affected
by a one-off toss of $8 million in workers
compensation. Profit from the group’s interests in
joint venture insurance operations rose from

$5 million to $9 million.

included in the General Insurance result is a one-
off profit of $16 million from the sale of two
propetty assets in ceniral Brisbane.

The result benefited from an improvement in
investment earnings on shareholders funds, which
rose to $11 million, from zero in the prior yvear.

Pre-tax profit
{half-year, $m)

161

Bec-01 Jun-02 Dec-02 Jun-03

Underwriting result excluding
Discount rate adjustment
{half-year, $m)

Dec-02 Jun-03

{18}

(34}

Insurance Trading Result
{half-year, $m)

128

42

Pec01 Jun-02 Dec-02 Jun-03
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GIO Transformation

 The GO Integration was completed in Juneg, P & L Impact of Transformation
having achieved annuglised savings and benelfits
worth $233 million since June 2001. {The other $7
million of the total $240 million in Transformation
savings are in Banking and Wealth Management.)

{General Insurance division only)

116

»  This was made up of $30 million in reduced claims
costs, $35 million in revenue and $168 million in
expense savings.

+ The program delivered an improvement in profit of
$134 million for the 12 months to June 2003,
compared with the year to June 2002, The
improvement included 361 mitlion in the first half o
December 2002 compared to the December 2001
half, and $73 million in the second half, net of
impitementation costs,

*»  While the target of 3233 milllon in annualised Dec-G1  Junr02  Dec02  Jun03 Dec03
savings had been achlieved at June 2003, the
program is expected to deliver an incremental B incremental effect in half year
$19 million in profits in the current half year, net of B Achigved in prior periods

implementation costs. This is due to the timing of
impiementing Transformation imorovements.
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Profit contribution - General Insurance

Gross earned premiums "
Gross written premiums
Gross unearned premitm movement

Outwards reinsurance expense

Net earned premium

Net incurred claims

Claims expense

Reinsurance and other recoveries revenue

Gross operating expenses
Acquisition costs
Other underwriting expenses

Reinsurance commission income

Net operating expenses

Underwriting result

Investment revenue - insurance provisions

interest, dividends, rent, efc
Realised gains/{losses} on investments
Unrealised gains/{losses} on investments

Insurance trading result

Managed schemes net contribution
Joint venture income

Profit contribution - Total insurance operational earnings

investment revenue - shareholder funds
interest, dividends, rent, etc

Realised gains/{losses} on investments
Unrealised gains/{losses} on investments
Other reveriue @

Other expenses @

Profit on sale of property

Contribution to profit from general insurance activities
before tax and GI0 funding

Subordinated debt expense - GO acquisition

Contribution to profit before tax from
general insurance activities before tax

Notes:

Full Year Ended

Jun-02 Jun-03 vs

$m Jun-02 %
2,060 9.8
{112} {5.4}
1,848 107
{151} {4.6}
1,787 12.0
{1,687} 14.1
288 {0.7}
{1,408} 17.2
{238} 38
{233} {13.3}
{471} {4.7}
23 {30.4}
{448} {3.3}
{60} 20.0
184 234
{19} {257.9}
8 200.0
173 82.4
113 85.0
[+ 16.7
5 80.0
124 81.5
55 {5.5}
] {544 .4}
{84} {122.2}
4] {66.7}
{16} {6.3}
- na
- na
124 103.2
{14} 35.7
1160 111.8

1. Net of certain statutory fees and charges included in income and expenses in the Conisolidated Financiai Report.

2. Ofther revenue consists mainly of allocated service fee revenus.

3. Other expenses is primarily made up of investment management expenses.
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Profit Contribution - General Insurance {continued)

Gross earned premiums i
Gross written premiums
Gross unearned premium movement

Outwards reinsurance expense

Net earned premium

Net incurred claims

Claims expense

Reinsurance and other recoveries revenue

Gross operating expenses
Aequisition costs
Other underwriting expenses

Reinsurance commission income

Net Operating expenses

Underwriting result

Investment revenue - insurance provisions
lnterest, dividends, rent, ete

Realised gains/{losses) on investments
Unreatised gains/tiosses) on investments

Insurance trading result
Managed schemes net contribution

Joint venture income
Profit contribution - Total insurance
operationat earnings

Investment revenue - shareholder funds
lnterest, dividends, rent, ete

Realised gains/{losses) on investments
Unrealised gains/tiosses) on investments
Other revenue @

Other sxpenses ¥

Profit on sale of property

Contribution to profit from general insurance

activities before tax and GIO funding
Subordinated debt expeanse - G1O acquisition

Contribution to profit before tax from
general insurance activities

Notes:

Half-Year Ended
Dec-02 Jun-02 Dec-01 Jun-03 vs
Sm $m Sm Jun-02 %
1,109 1,057 1,003 9.1
{33) {55) {57} 32.7
1,076 1,002 944 7.8
{73} {81} {70} £12.3)
1,003 g21 875 9.8
1976} {B49) {348} 13.2
110 160 128 10.0
{866} {688} {720 13.9
(122} {124) {114} 8
{108} {120} {113} (2173
{230} {244} {227} £10.2)
& 10 13 {20.0%
(222} {234} {214} (9.8}
{B5} {2} {58) {(750.00
114 gz 92 22.8
24 {263 7 (1231
27 7 1 {1429}
165 73 100 58.9
80 71 47 81.7
14 {2} 8 250.0
4 5 - -
98 74 50 71.6
21 23 32 34.8
{11} 13 {4 {323.1)
{30} {313 £23) {2355}
7 5 1 {2000
{4} {7} {9 57.1
{17} 3 {3 833.3
- - - e
81 77 47 1221
] (g (4 -
72 67 43 140.3

1.  Net of certain statufory fees and charges included in income and expenses in the Consolidated Financial Report.

2. Ofther revenue consists mainly of allocated service fee revenus.
3. Ofther expenses is primarily made up of investment management expenses.
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Profit contribution (excluding discount rate adjustment)

The following table restates the profit contribution by eliminating the impact of movemnents in interest rates.
This is done to provide a clearer indication of underlying performance.

In the accounts, movements in market interest rates, which are outside the company’s control, have a
significant effect on culstanding claims and investment income on technical provisions. Because outstanding
claims are discourted fo present value using market interest rates, movements in these interest rates
therefore affect claims expense in any period.

However, the funds held in reserve to pay outstanding claims are invested In fixed interest securities
matched to the duration of expected claims. Therefore movements in market rates affect investment income
on the claims reserves by an amount which Is approximately equal to the impact of movements in discount
rates on claims liabilities.

To eliminate these movements, and gain a better understanding of the underlying claims and underwriting
performance, we have groduced the following table, which removes discount rate effects from claims
expense and investment income on claims reserves. The adjustment assumes perfect matching of assets
and liabilities, and reduces claims expense and investment income on technical provisions each by

$105 million. it is a reduction because discount rates have fallen during the year.

Excluding interest rate impacts, the net incurred claims reduces and the underwriting result improves to a
profit of $33 million for the period, up from a $52 million loss in the year to June 2002. The total pre-tax profit
contribution remalns unchanged.

Half-Year Ended Fuil Year Endad
Jun-03 Dec-02 Jun-02 Dec-01

. Jun-03 vs
. Jun02%

$m $m Em T

Meat garned premium 1,008 1,003 921 876 12.0
Met incurred claims {772} (774} {705} {696} 10.3
Operating expenses {2114 (2221 {234} {2144 {3.3)
Underwriting result 28 7 {18} {34) {163.5)
investment revenue - insurance provisions 103 73 B3 75 G.7
Insurance trading result 128 20 71 42 85.0
Managed schemes net contribution {7y 14 {2) 8 18.7
Joint venture ingome 5 4 5 80.0
Profit contribution - Total insurance

operational eamings 127 48 74 BG 21.5
investment revenue - shareholder funds 28 {17} 3 {3} nia
Profit on sale of property 18 - nia
Contribution to profit from general insurance

activities before tax and GIO funding 171 81 77 47 103.2
Subordinated debt expense - GIO acquisition {10} {9} {10} {4) 357
Contribution to profit before tax from

general insurance activities 151 72 57 43 1118
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Assets and liabilities - General lnsurance

Half-Year Ended

- Dec-02 Jun-02 DPec-01 Jun-03vs

-~ $m $m $m Jun-02 %
Assets
Cash and liquid assets 424 586 608 {25.9)
trivestment securities 4,744 4,387 4,405 8.5
Investmerits in associates 83 86 80 (3.5}
Receivables 1,038 1,070 923 8.2
Property, plarnt and equipment 6 27 28 {(100.0}
Deferred tax assets 86 94 104 {41.5}
intangible assets 930 954 973 (5.2}
Other financial assets®” 232 219 243 14.6
Total assets 7.523 7.423 7.364 27
Liabilities
triterest bearing liabilities 31 38 35 {41.7}
Payables 468 528 527 (40.7}
Current income tax liabilities 16 14 17 2571
Provisions 49 113 125 {(86.7}
Defarred tax liabilities &1 87 85 {36.8}
Outstanding claims and unearnied premium provisions 4,799 4,577 4,453 10.2
Total liahifities 5,424 5,355 5,250 26
Net assets 2,099 2,068 2,114 27
Notes:

1. Other financial assets is primarily made up of accrued interest and deferred acquisition costs.

General insurance statistics

Yo

Half-Year Ended

Fuil Year Ended

_ Dec-02  Jun-02

%a

Dec-01
%o

Including discount rate adjustment

Expense ratio (%) 22.1

Loss ratio {%) 86.3
Combined operating ratio {%) 108.4

Insurance frading ratio (%} 8.0

Excluding discount rate adjustment

Expense ratio (%) 221
Loss ratio {%) 77.2
Combined operating ratio {%) 98.3
Insurance frading ratio (%} 8.0

25.4
74.8
100.2
77

25.4
78.5
101.8
7.7

24.4
B2.2
108.6
4.8

244
79.5
103.8
4.8

Jun-02
%o

24.9
78.4
103.3
8.3

249
78.0
102.9
63

Refer page 56 for ratio definitions. These ratios relate to the group’s insurance trading operations and do not
include other revenues on the general insurance profit contribution, such as income from Managed Scheme
business or the equity accounted contribution from the group’s 50% interest in motoring club joint veniures.
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General insurance statistics {(continued)

Loss ratio (%) Expense ratio (%) Combined operating ratio (%)

. 254 .
24.4 92 1 163.8 101.9

79.5 20.9

88.3

wBhs 772 76.8

Dec-81 Jun02 Dec02 Jun-83 Dec-01 Jun-02 Dec-02 Jun-03 Dec-01 Jun-02 Dec-02 Jun-03

Profit overview

Premium Revenue

Gross written premium increased by 8.8% to $2.286 billion during the vear, due to a combination of increased
insurance rates, changes in business mix and stable risks in force across the General Insurance business.
Overall conditions within the general insurance industry remain favourable due io a structural realignment of
pricing during the past two years which, together with improved underwriting, has restored profitability to
appropriate levels to compensate for risk. During the 12 months to June, prices continued to firm across
most classes of insurance. At the same time, the portfolio was reviewed, activity was discontinued In certain
segments of insurance and high risks were declined.

Half-Year Ended
Dec-02 Jun-02 Dec-01 Jun-03vs
$m $rm $m Jun-02 %

Gross written premium

CcTP 244 236 214 153
Home 215 197 201 B3
Motor 317 299 296 77
Commercial 246 219 210 154
Waorkers compensation 57 B3 68 {2.6)
Cther 20 23 14 {21.6)
1,108 1,087 1,003 8.8

Commercial Insurance. The increase in gross written premium was strongest in commercial insurance,
which increased by 15.4% to $495 million for the year. The increase was driven mainly by continued
favourable pricing conditions. Prices In property and liability classes rose by 10-20% during the year.
Premium revenues also were higher than the prior year because the acquisition of the AMP commercial
insurance book became effective from October 2001, so there was not & full year contribution from that
source in 2002,

Profitabitity in Commercial Insurance improved significantly in the year, due to increased premium revenue
and favourable claims experience. Results benefited from low incidence of serious storms and lability claims
were reduced by prudent underwriting.

CTP. Suncorp and GIO underwrite Compulsory Third Party (CTP) Insurance in Queensiand and NSW as
participants In statutory schemes. Net earned premium in CTP increased by 15.3% to $519 million for the
year. Conditions in CTP were mixed, with sound resulls in the NSW scheme, offset by tess favourable
conditions in Queenstand. The Queensland scheme has traditionally been a stable scheme, and that stability
has largely been maintained since the partial deregulation of the scheme in October 2000,
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Profit overview {continued)

However, recent clalms experience in Queensland has shown that, while legisiative reform has led to a
reduction in claims frequency, there has been an increase in claims costs in the “new” scheme, relating to
claims incurred since deregulation. This is largely due o escalating awards for personat injury.

The government and regulator are reviewing the scheme to maintain acceptable levels of affordability for
consumers and profitability for insurers. The Civil Liabilities Act, which takes effect for accidents occurring
from December 2002, is expected to provide some relief. The Act infroduces a scale of payments (based on
injury severity) for general damages up to a cap of $250,000.

Suncorp is cautiously optimistic the Act will check rising claims costs and maintain the stability of the
scheme. Claims reserves were increased In the period o account for the increase in claims costs In the Qld
scheme, although this was partially offset by adjustrments in NSW CTP reserving due to continued favourable
clairns experience in that State.

Suncorp remains the market leader in Queensland, with approximately 54% of the market. In NSW, GIG
holds a market share of approximately 8%.

Home Insurance. Gross written premium in Home Insurance increased by 8.3% during the year to

%431 million, due fo rate increases and some growth in the portfolio. While competition remains strong,
profitability increased due to improved premium revenues and reduced claims expenses. Although results
were affected by the Canberra bushfires in January, the number of major insurance events during the year
was relatively low. Retention rates remain strong, and marketing strategies are being impiemented to drive
increases in new business.

Motor insurance. Gross written premium in Motor insurance rose by 7.7% to $641 million. Profitability
increased moderately due to favourable weather conditions reducing accident numbers, and because of a
reduction in motor vehicle theft during the vear.

Workers Compensation. The company underwrites workers compensation insurance in Western Australia,
Tasmania and the ACT as part of statutory schemes. Net earned premium eased by 2.6% duting the year to
%147 miflion, due to adjustments in revenue related to claims experience outcomes. Market shares increased
in Western Australia and the ACT. Profitability remains strong.

Qutward reinsurance expense eased by 4.6% to $144 million for the year. While reinsurance prices across
the industry have increased significantly during the past 12-18 months, reinsurance costs have been
contained through the aggregation of the Suncorp and GIO reinsurance programs from July 2002, Due to
the improved diversity of the portfolio, property catastrophe costs were able to be kept stable through
increases in event retentions from previously low levels.

Net earned premium. The combination of higher GWP and reduced reinsurance expense led to a 12%
increase in net earned premium to $2.01 billion.

Claims expense

Net incurred claims increased by 17% to $1.65 billion, however this was affected by reductions in discount
rates that are applied to fulure claims liabilties to bring them to present value. Discount rates fell by
approximately 1.1 percentage points across the portfolio between June 2002 and June 2003. Removing the
impact of discount rate movements, claims expense increased by 10.3% to $1.55 billion. (See table on page
343, This was due to the following factors:

1} Net earmned premium revenue rose by 12% during the year, leading to an increase in claims expense
assoctated with the higher business volumes.

2} There were a limited number of major ¢laims events during the year. The largest was the Canberra
bushfires in December, which cost approximately $26 million. Overall weather conditions were
favourable, leading o improvements in loss ratios for home, motor and commercial property insurance.

3} Claims experience in the Queensland CTP portfolio showed an increase in claims costs as discussed
above.

4} There were a number of other movements in valuations and actuarial assurnptions at year end which
led to a net reduction in claims expense of approximately $18 million.

5} The combination of these factors caused the loss ratio, excluding discount rate adiustments, to reduce to
76.8% from 78.0% at June 2002
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Profit overview {continued)

Qutstanding claims and unearned premiums
Dec-02 Jun-02 Dec-0t Jun-03 vs

Sm $m Sm Jun-02 %

Expected future claims payments

Undiscounted 4,270 4,241 4,020 57

Presant value discounted {628} (784} {628} {15.2)
Outstanding claims 3,644 34587 3,391 104
Unearmed premiums 1,155 1,120 1,062 9.5
Total outstanding claims and unearned premium provisions 4,799 4577 4,453 10.2

The undiscounted value of outstanding clalms has increased 5.7%, mostly reflecting the increase in business
written over the year to June 2003. Whilst the valuations of outstanding claims for individual products have
fluctuated, the portfolio as a whole has been stable, reflecting the benefits of a diversified business. Outside
of the actual claims experience in the period, there have been no material changes in assumptions
underpinning the valuations or the prudential margins. The prudential margins are set at rates that, across
the portfolio, provide approximately 90% confidence that the claims reserves will be adequate to meet the
costs of claims outstanding.

The discount to present value reduced during the year, mainly dug to reductions in discount rates, which fell
from 5.9% at June 2002 to 4.8% at June 2003. Cutstanding claims on tong tall business are discounted to
their present vaiues by reference to the yield curve derived from Commonwealth Government bonds.
Changes to the discount amount are caused by changes in the yield curve and changes in the duration of
the outstanding claims. There has been a reduction in the discount applied at June 2003 compared with
June 2002, due to the reduction in interest rates, and the vield curve, over that period. Unearned premium
balances have increased 8.5%, reflecting the growth in business over the year.

Operating expenses

Expenses were contained very effectively during the year, with efficiencies continuing to flow from the
Transformation program for the integration of the GIO business. Underwriting expenses were reduced by
13.3% over the year to $202 million. In the second half, underwriting expenses fell to $84 million, from

$108 million in the preceding December half. The Transtormation program delivered expense savings of
%17 mitlion in the June half, following a $30 million reduction in the expense base in the December half, nat
of implementation costs. The program is scheduled to deliver an incrementat $18 million in expense savings
in the half year to December 03. Some of these savings have been reinvested in the growth of the business.

Transformation Expense savings
Net of implementation costs {($m)

84
65

T

Dec-01  Jun-02 Dec02  Jun-03  Dec(3

B incremental effect in half vear

Achieved in prior periods
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Profit overview {continued)

Acquisition costs increased by 3.8% to $247 million during the year in line with higher business volumes.
Reinsurance commissions are related to proportional reinsurance arrangements, under which the company
generates new business and then recovers a proportion of the acquisition and other costs of that business
from its partner insurers in the proportional reinsurance arrangements. These amounts fell during the year
from $23 million to $16 million.

Net operating expenses therefore fell 3.3% to $433 milion for the year, equal to an expense rate of 21.5% of
net earned premium, substantially down on the previous year's expense rate of 24.9%. For the half year to
June, the expense rate reduced to 20.9%.

Underwriting resuit

The underwriting result based on the statutory accounting reporting format was a loss of $72 million for the
full yvear. However, as explained earlier, this figure is distorted by movements in interest rates.  Eliminating
the impact of these movements, the underlying underwriting result is a profit of $33 million, up from a

%52 million loss for the prior year.

investment income on technical provisions

Investment income on insurance provisions increased by 62% to $281 million due mainly to capital gains
arising from movements in interest rates. As noted above, the increased investment return on technical
provisions offsets the increase in claims expense arising from decreases in discount rates. If the impact of
movernents in interest rates is eliminated, the investment income on technicat provisions reduces to

%176 million, which is up by 6.7% on the prior corresponding period.

In terms of investment performance, the Technical Reserves porffolio achieved a return of 8.18% over the
year compared with a benchmark of 8.20%. Positive active returns in the non interest rate sensitive part of
the portfolio were marginally offset by negative active returns in the interest rate sensitive assets.

Insurance Trading Result

The insurance Trading Result increased by 85% to $209 million, equivalent to an insurance trading margin of
10.4% for the year. On a half yearly basis, the ITR increased by 82% to $128 million, equal o & margin of
12.8%.

Managed Schemes
The Managed Scheme business consists of three related operations.

1} The NSW Government self-insurance scheme known as Treasury Managed Fund. GHO administers the
fund, which provides the property insurance, motor insurance, personal injury insurance and workers
compensation needs for the NSW State Government. During the year, the company was awarded an
extension of the contract to manage the fund for two vears to 2005.

2y Non-underwritten workers compensation business in NSW. A one-off charge of $8 million was incurred
during the year, which was a reversal of profits booked in 2002, The prior year profits were overstated
because performance reviews subsequent fo balance date caused an adjustment in expected bonus
payments from NSW WarkCover.

3} The Self Insurance Solutions business, in which we manage self-insurance schemes for other
organisations. Profitabllity in this business remains sound.

Joint Venture income

Joint venture income is the equity accounted contribution from the group’'s 50% shares in RACQ Insurance
in Queensiand and RAA Insurance in South Australia. The contribution increased to 39 million, from $5
million in the prior year.

Investment Income on Shareholders Funds

Investrnent ihcome on shareholder funds improved to an $11 million profit in the vear, compared with a nil
return In 2002, The increase all occurred in the second half of the year, during which there was a profit of
%28 milton, following a $17 million loss in the first six months.

Despite the recent recovery in the market, equity returns in the second half remained below long term
averages, with the S&P/ASX 200 Accumulation index increasing by just 3% over the period. For the full year,
the index felt by 1.7%. However, over the year, Australian equities in the General Insurance shareholders
funds achievad a positive return of 0.3%. This represents an active return of 2.0% above the index.
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Profit overview {continued)

Suncorp recently moved to reduce its earnings volatility by lessening the proportion of equities held within its

generat insurance investment portfolio.

The company holds investments of approximately $1.1 billion in its general insurance shareholders funds.
The previous policy had been to invest 85% of this in Australian shares, with the remainder held in cash,

property and international equities.

In order to reduce volatility, the company has used derivatives to lower the proportion of Austratian equities
in the portfolio to a benchmark of 40%, with an allowable range of 35% to 45%. As part of that investment

reallocation, the amount invested in Austratian bonds is being increased to 35% (range of 25% to 45%)}, the
cash benchmark has ingreased to 10% {0-20%}, the listed property benchmark to 5% (0-5%) and
international bonds and international equities allocations have been set at 3% (0-10%). The change in

weightings has been achieved through the use of derivatives at June 30.

Allocation of investments held against:

Insurance provisions

Cash and short term deposits
Fixed interest

Australian Equities

Property

Infrastructure

Shareholder funds

Cash and short term deposits
Fixed intarest

Australian Equities

Property

Infrastructure

Insurance provisions

Cash and short tarm deposits
Fixed interest

Australian Equities

Property

Infrastructure

Shareholder funds

Cash and short term deposits
Fixed interest

Australian Equities

Property

Infrastructure

Dec-02 Jun-02 Dec-01
$m $m $m

684 586 330
2,957 2,873 2,960
- - 95

114 78 144

4 3 3
3,759 3,540 3,532
208 102 218
808 863 766

- 112 128
1,011 1,077 1,107

Dec-02 Jun-02 Dec-01

Yo Yo %

18% 17% 3%
9% 81% 84%
- - 3%
3% 2% 4%
100% 100% 100%
20% 10% 20%
80% B80% 69%
. 10% 11%
100% 100% 100%

The allocation of investments held against insurance provisions reflects the effective exposures in the
respective funds, that is the physical assets adjusted for derivative instruments held to manage our exposure
to different asset classes. In addition the notes above reflect the notional adjustment to transfer current year
profits to the shareholder funds. The re-balancing of the funds physically ocour after 30 June. For these
reasons the details set out above will vary from the disclosures in the statutory financial statements.
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SEGMENT INFORMATION - WEALTH MANAGEMENT

Overview Weaith Management operating profit before tax

»  The Wealth Management division recorded profit {half-year, $m)
before tax of $41 million in the year to June 2003,
compared with $58 million in the prior year.

»  Excluding an $8 million one-off gain in the prior
year, the $41 million profit for the 12 months to June
2003 was down 18%.

*  The reduction in profit for the June 2003 year was
largely caused by lower experience profits and a fall
in the valuation of Life Company subsidiaries. This
was partly offset by higher investment earnings.

»  Second half profit before tax rose by 9% 1o $24 | .
million compared with the June half of 2002, and Boe-0t Sun-02 Boe-02 03
was up 41% compared to the first half of 2003,

Profit before tax A One-offs

» Total new business sales for the year to June 2003 |
were $586 million, a decling of 12% on June 2002,
due to unfavourable market conditions.

« The Wealth Management division profits can be Life Company operating profit before tax
viewed in two parts: the Life Company profits and {half-year, $m}

earnings from Funds Management operations.
22

»  The Life Company made a profit before tax of $32 19
milon in the 12 months to June 2003, compared to
$39 million in the prior year. The reduction in
earnings was due to lower experience profits and a
fall in the valuation of the Life Company
subsidiaries.

»  Funds Management recorded a pre-tax profit of $9
million in the twelve months to June 2003, D01 Jun02 Bee-00
compared to $19 mitlion in the year to June 2002, |
However, the prior year included the $8 million one-
off gain referred to above. Excluding the gain, the
$9 million profit in the twelve months to June 2003
compares with $11 million at June 2002. Funds Management operating profit

before tax (half-year, $m}

Profit baefore tax |

4

Dec-01 Jun-02 Dec-02 Jun-03
Profit before tax A One-offs
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Profit overview
Contribution from Wealth Management activities excluding {ife insurance policy owners’ interests

Half-Year Ended Full Year Ended
Jur-03  Dec-02  Jun-62  Dec-01 ! Jun-03 vs
$m $m $m fm Jun-62 %
LIFE COMPANY
Shareholder’s Share of Statutory Fund
Planned profit margins 16 14 15 {3.2}
Experience (losses)/ profits {2} - 1 {150.0}
investment income on capital and retained earnings
{statutory fund) 4 1 - 400.0
Economic entity's interest in samings of life insurance :
statutory funds 18 15 16 20 8.3y
Shareholder Fund :
Other revenue’™ 9 5 8 {17.8)
Operating sxpenses {8) {73 {73 (7} 71
Contribution to profit before tax from ;
activities in the Life Company 19 13 17 22 : {17.9)
FUNDS MANAGEMENT
Feeg income funds management 23 2z 23 28 {11.8)
Other expenses funds management {18} {18} {18} {14}: 12.5
Contribution to profit before tax from funds
management activities 5 4 5 14 {52.6)
Contribution to profit before tax from wealth
management activities 24 17 22 36 | {28.3)

Notes:
1. Other revenue includes shareholder fund investment income (including revaluation of subsidiaries), management fees and
commission.

Life Company
Life Company activities are conducted through Suncorp Life and Superannuation Limited. SLSL maintains
three funds: a Capital Guaranteed Statutory Fund, a Unit Liked Statutory Fund and a Shareholder Fund.

Capital Guaranteed Statutory Fund includes participating and non-participating interests of life insurance
business. Profits on participating business are shared between life insurance policy owners and
shareholders, with 80% allocated to policyholders, and 20% to shareholders. Profits on non-participating
interests are all allocated to the shareholder.

Unit Linked Statutory Fund includes non-participating interests only, with all profits attributable to the
shareholder. Profits emerge from management fees, following allocation of investment gains to investors.

Shareholider Fund maintaing shareholder assets that are outside the life insurance statutory funds with al
profit attribuiabie to the shareholder.

All profits from Life Company activities in the profit table above are aitributable to the sharehelder. That is,
the statutory profits attributable to the life insurance policy owners have been excluded. These profits
represent the 100% of non-participating profits and 20% of participating profits from the Capital Guaranteed
Statutory Fund, 100% of profits from the Unit Linked Statutory Fund and 100% of profits from the
Shareholder Fund.

Sources of profit for the Statutory funds are investment earmings on capitat and retained profits, planned
margins and experience profits. In the year to June 2003, the shareholder’s interest in profits from these
sources amounted to $33 million, compared to $36 million in the previous year.

Sources of profit for the Shareholder Fund consist of earnings generated from shareholder fund investment
returns, revaluations of investments in subsidiaries (embedded value} and management fees. Net, these
other revenues amounted to -$1 million for the year to 2003, compared to a profit of $3 million in the prior
vesar.
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Life Company (continued)

The profit contribution from the funds is ocuilined below.

Planned profits

Planned profits of $30 million in the year to June 2003 were down slightly compared with the prior June year
planned profits of $31 million. The reduction in planned profits is largely due o lower long-term earnings
assumptions,

Experience profits

Experience losses were $2 million in the year, compared with a $4 million profit in the prior year. The

%2 million loss was mainly due to investors choosing to surrender investment products due to the poor
investment climate and lower investment earnings. This was partly offset by better than expected claims
experience in the risk business.

The $4 million profit in the prior year was due to improvements in claims outcomes and lapse experience
leading to adjustmends in actuarial assumptions in the risk business.

investment income

Investrent income on capital and retained earnings in the statutory funds of $5 million was a substantial
increase on the prior year, and was mainly due to a partial recaovery in equity markets in the second half.
Investrment returns exceeded benchmark returns in all asset classes.

Other Revenue
Other revenues declined from $17 million in June 2002 to $14 million in June 2003. The reduction was due
to a $3 million fall in embedded value of a subsidiary company.

Changes to the market value of Life Company investment subsidiaries must be brought to account under
accounting standards. The market value is based on the embedded value, which includes the net assets of
the entity and present value of future profits from inforce business. The Life Company has a subsidiary that
operates the customer service activities of the retall unit trusts business. Lower investment earnings and a
net outflow of unit trust business, due fo reduced returns in equity markets as welt as higher expected
outflows in future years, resulted in a reduction of the embedded value of $3 millon in the year to June 2003,
In the prior year, the market value increased by $2 million. Combined, the valuation adjustments resulted in
a $5 million lower profit contribution in the full year to June 2003.

New business sales

Half-Year Ended
Jun-03 Dec-(2 Jun-02 Dec-01 Jun-G3 vs
gm $m $m $m Jun-02 %
Risk Sates 8 8 8 -
Superannuation, Investment and
External Product Sales 263 322 324 34 {(12.00
Tofal sales new business 265 32? 329 34 {11.8)

Total new business sales for the year to June 2003 were $596 million, a decline of 11.8% on June 2002.
Cordinuing volatility in capital markets led to custemers deferring discretionary investment contributions and
to seek more conservative investment portfolios such as cash management accounts and term deposits,
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Value of one year’s new sales

The table below shows the value, {o shareholders, of new business written over the twelve months to
30 June 2003 (together with prior year figures). The values are based on:
»  Margin On Services (MoS) value of profit margins (faking the shareholders' 20% share for participating

products) for Statutory Fund business;

« Embedded Value (i.e. discounted value of expected shareholder profits and associated imputation

credits} for Unit Trust business, written outside the Statutory Funds.

Statudory Fund new business: Present value of MOS profit margins *
* discount rates used were between 4% and 10.25% (2002: between 5% and 11%)

Unit Trust new business EV *
" discount rate used was 11.45% pa (2002: 12.85%)

Embedded Value

Year Ended

Jurn-02

A valuation of the shareholders’ interests in the statutory funds, shareholder fund, and subsidiaries was
undertaken as at 30 June 2003. The embedded value was lower at June 2003 compared to June 2002 in
patt due to lower investment earings and a net outflow of unit trust business.

Embedded Value at 30 June 2003

Discount rate {%)

Shareholder Fund excluding subsidiaries ($m)
Value of Profits/Net Assets
Value of Imputation Credits at 70% full value

Statutory Funds ($m)
Value of Profits/Net Assets
Value of Imputation Credits at 70% full value

Subsidiaries {$m)
Value of Profits/Net Assets
Value of Imputation Credits at 70% full value

Total June 2003 ($m)
Total June 2002 ($m)

11.0%

25
4

2586
44

15

347
375

12.0%

24
4

244
42

i35

332
358

13.0%

24
4

233
39

14

317
342
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Assets and liabilities — Wealth Management

Dec-02 Jun-02 Dec-01 Jun-03 vs
bm m $m Jun-02 %
Assets
Cash and liguid asssts 28 78 65 {65.4)
Investments relating to life insurance business 3,118 3162 3,155 {0.9)
Excess of net market valus of interesis in
subsidiaries over their recognised net amounts 12 18 15 {2500
Loans, advances and other receivables 58 63 48 7.8
Defarred tax asssis 2 3 2 {33.3)
Gross policy Habilities ceded under reinsurance 12 9 13 55.6
Cther assets " 12 3 3 100.0
Total assets 3,241 3,337 3,302 {21
Liabilities
Deposits and short term borrowings 6 g 18 -
Accounts payable and other liabilities 66 42 34 4.8
Current income tax liability 2 {11} - {145.5}
Provisions - - - nfa
Deferred {ax liability 25 33 48 {75.8)
Life insurance policy tiabilities 2,624 2,780 2,704 {4.3)
Unvested policy holder retainad benefits 317 271 362 17.7
Total liabilities 3,040 3,124 3,108 {2.5)
Net assets
Net asssts Life Company 178 193 175 1.8
Nat assets fund management 23 20 21 25.0
Total net assets 201 213 186 3.8

Notes:
1. Cther asssis is primarily made up of Fund Management investments

The above statement of assets and liabllities Is In accordance with the requirements of accounting standard

AASE 1038 and includes the policy owners' interests. The net assets of the Life Company for the

shareholder's fund and subsidiaries total $40 million.
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Funds Management Activities

The Funds Management group conducts investment management and other fiduciary activities as trustee,
custodian or manager for various investment and superannuation funds and wholesale and retall unit trusts,

About $3.8 billion in funds are managed for the Wealth Management division {including Life, Superannuation
and managed investments), $5.1 billion in funds are managed on behalf of General Insurance division and a
further $1.2 billion in funds is managed on behaif of externat parties.

Funds Management profit was $8 million at June 2003, compared with $11 million in the prior year {excluding

an $8 million one-off profit for the sale and restructure of property portfolios in the six months to December
2001,

Fee income in the year to June 2003 increased by $2 million to $45 million {excluding the one-off profit}, but
aexpenses relating to funds management activities increased by $4 million to $38 million during the same

petiod. This was partly due to start up expenses associated with the infroduction of new funds management
producis.

Funds managed

Jun-02 Dec-01  Jun-03 vs
$m $m Jun-02 %

General insurance 4,845 4,715 9.5
Life, superannuation and managed
investments 3,887 3822 {2.2}
Other managed funds ‘" 1,172 832 5.1
8,504 9,169 4.6
Notes:
1. The most significant other managed funds are Queensiand Local Government Super, Sunsuper World kquity Fund, and

Sunsuper Cash Management funds

Group funds under management

A small net outflow in funds was recorded during the year to 2002, with positive investment income earnings
resulting in an increase in group funds under management to $98.9 billion from $8.5 billion in the prior year.

Funds Under Management Opening Inflows Qutflows  Investment Closing
halance income batance
Jul-62
$m $m $m
General Insurance 4645 3,368 3,258
Statutory Life & Superannuation 3,213 1,223 1,380
External Wholesale 1,172 1,363 1,267
Retait Unit Trusts 474 89 116
Total 9,504 6,054 5,061

Note: Asset switchas between sub-funds have not been netted off.
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Group Investment performance

A positive investrent return was recorded by the benchmark asset classes of cash, fixed interest, domestic
equities and property trusts, while international equities recorded a negative return, in the twelve months to

June 2003.

Suncorp outperformed its benchmark in all asset classes.

Note : General Insurance shareholder funds do not include any exposure to international equities.

Portfolio allocation of investments — Wealth Management

Funds under management for Life, Superannuation and Managed invesimenis total abouwt $3.6 bitlion. The
investment allocation of these funds is noted below. The investment allocation of funds under management

on behalf of the General Insurance division is noted in the General Insurance report page 40.

Statutory funds

Bec-02 Jun-02 Bec-01
Yo Yo Yo
Equities 37 36 35
triterest bearing securities 44 44 43
Property 18 19 20
Other directly held asseis 1 1 2
100 100 100
Shareholder fund
Bec-02 Jun-02 Bec-01
Yo Yo Yo
Equities 68 69 76
tniterest bearing securities 28 28 21
Property 4 3 3
100 100 100
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GROUP CAPITAL

Group Capital Position

The Suncorp group has three distinct business lines with different regutatory requirements for capital. The
corporate structure of the company has the bank as the holding company for subsidiaries operating the
general insurance and wealth management businesses. To assist in understanding the capital position
within the company we have produced the following tabie {including consolidation entries) to demonstrate

the distribution of capital within the group.

Group capital position at 30 June 2003

Tier 1
Share capital

Funding provided by holding company
Praconversion reserve

Retained profitst?

Technical provisions in excess of Hability valuation
Less intangibles

Less net futire income tax benefit

Total tier 1 capital

Tier 2

Asset revaluation reserve

Net general provision for impairment
Subordinated notes

Deductions from capital

Investments in subsidiaries
Guarantees to non-banking subsidiaries

Total capital base

Required minimum capital base @
Excess

MNotes:

General
Banking Insurance WM Other Consol Total
$m $m $m $m $m $m
2,831 - - - - 2,831
- 1,385 4B 28 {1,467} -
13 - - - - 13
278 698 174 - {478) 672
- 183 - - - 183
(1,228} (804) - - 1,084 {1,038}
{29} {14} - - - {43}
1,885 1,358 220 28 {851) 2,618
3 - - - 1 9
87 - - - - 87
8158 - - - - 815
10 - - - 1 911
(857) - - - 857 -
{5} - - - 8 -
(862) - - - 862 -
1,913 1,358 220 28 12 3,529
1,705 883 138 28 - 2,752
208 475 82 - 12 777

1. For Banking and General Insurance, this represents the APRA calculation of retained profits. APRA requires accrual of
expected dividends and provides a different method of calculating general insurance current year earnings.

2. Where applicable the minimum capital base is as specified by APRA. For certain invesiment entities the minimum capital
base represants net tangible asset requirements under dealers’ icences. For other entities {LJ Hooker) minimum capital is

assumed to be the actual capital base.

The table shows that the group has total capital over and above requiatory minimum levels of $777 million.
Internally, the company maintains a policy of holding capital levels prudentlty above regulatory minimums fo
ensure the ongolng strength and security of the group and to safeguard the group credit ratings. The current

capital levels are seen as conservative and appropriate.
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Group Capital Position {Continued)

General
Banking Insurance WM Other Consol '  Total

$m gm $m $m $m $m
Reconciliation of net assets fo total capital base
Net assets 3,223 2124 221 26 {1,947} 3,647
Additional items allowable for capital for APRA purposes
Technical pravisions in excess of Hability valuation - 183 - - 183
Net general provision for doubtl debts ay - - - 87
Subordinated notes 815 - - - 815
Deductions from capital for APRA purposes
Differences in retained profits for APRA purposes {93} {22} - - - {115}
Intangibles @ (1,228) (904) . . 1,004 (1,038
Net future income tax benefits {29} {14} - - - {43}
iinority interests in subsidiaries - {9} {13 - 3 {7}
Eunding of capital and guarantees by holding company {862} - - - 862 -
Total capital base 1,913 1,358 220 26 12 3,528
Notes:

1. Consolidation reprasents the bank's investments in non-banking subisidiaries and amortisation of geodwill.

2. APRA requires the intangible component of the book value of investments in non-banking subsidiaries to be deducted from Tier 1
capital. As it relates to non-banking subsidiaries, it is not amorlised at the banking level Amortisation ocours within general
insurance and when the entire group is consolidated. The total intangible deduction from group capitat in the table on page 48 of

$1 billion represents the total amortised balance of goodwill for the group.
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Banking Capital Adequacy

Dec-02 Jun-02 Dec-01
$m Sm Sm
Consolidated banking capital
Tier 1
Share capital 2,805 2,777 2,760
Convarting capital nofes - - -
Preconversion reserve 13 13 13
Retained profits 193 208 170
Less amertised goodwill for banking subsidiarias {23y {25} {35)
Less unamortised intangible component of investment in non-
subsidiaries {1,204} {1,203} {1,191}
Less net fulure income tax banefit {8} - -
Total tier 1 capital 1,775 1,762 1717
Tier 2
Asset revaluation reserve 8 8 8
General proviston for doubtful debts a2 84 81
Subordinated notes 509 622 625
Perpetual subordinated notes 170 170 170
Total tier 2 capital 789 B84 884
Tier 1 plus tier 2 capital 2,545 2,848 2,601
Less investments in non-banking subsidiaries (net of intangible
component deducted from Tier 1} {859} {853} {871}
Less guarantees and facilities to non-banking subsidiaries (10 (10 {10
Capital base 1,675 1,777 1,720
Dec-02 Jun-02 Dec-01
$m Sm $m
Reconciliation of deduction for investments in
subsidiaries
Investment securities - Assets and liabilities - Banking {page 15} 2,088 2,087 2,087
Less intangible component deducted from Tiar 1 capital
- non-banking subsidiaries {1,204} {1,203} {1,191}
Less non-subsidiary investment securities {5} {5) {5}
Deduction from total capital for invesiment in subsidiaries B59 B59 B71
Dec-02 Jun-02 Dec-01
$m Sm Sm
Retained earnings banking by half-year
Retained earnings opening for the half-year 208 170 137
Opeaning retained profit adjustments 151 {7} {12}
Add banking profit after tax for the half-year 108 108 115
Less dividend expensefaccrual {286) {158} {140}
Less capital notes distribution net of tax - - -
Add dividends from non-banking subsidiaries 28 86 70
Retainad earnings closing for the half-year 193 200 170
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Banking Capital Adequacy (continued)

Reconciliation of banking deduction for intangible
assetls to group intangible assets

Amaortised goodwill for banking subsidiaries
Non-amortised goodwill for non-banking subsidiaries
Goodwill reflected in investrnants in associates
Amortisation of non-banking goodwill

Intangible asssts

Risk weighted assets and off balance sheet positions

Assats

Cash, claims on Reserve Bank of Australia,
short term claims on Australian Commonweakth
Government and other liquid assets

Claims on banks and local governments

Loans secured against residential housing

All other assets

Total barking assets ®

Off balance sheet positions
Guarantess entered intg in the
normat course of business
Comenitments to provide loans

and advances
Capital commitments
Foreign exchange contracts
interest rate contracts
Totat off balance sheet positions
Market risk capital charge
Total risk weighted assets

Total assessad risk

Risk weighted capital ratios
Tier 1

Tier 2

Beductions

Notes:

Dec-02 Jun-02 Dec-01
$m $m $m
23 25 35
1,204 1,203 1,181
(33) (33) (33)
{123} [£153] {3
1,071 1,089 1,122
Carrying Value Risk Risk Weighted Balance
Jun-02  Weights Dec-02 Jun-02 Dec-0d
$m % $m $m $m
113 0% - . .
591 20% 8 118 g
13,041 50%; 6380 6521 8350
9,214 100% 9582 9,211 8,555
22,956 15,980 15,850 14,914
Notional  Credit Risk Weighted Balance
Amount Equivatent  Risk
Weights Dec-02 Jun-02 Dec-01
$m $m $m
20-100% 85 64 &1
0-100% BB3 838 1,123
100% - - 1
20-50% 78 98 158
20-50% 37 22 18
743 822 1,388
131 107 a1

15,960 15850 14,914

16,834 18,770 16,364

% % %
0.6 105 10.5

48 53 54
(52) (32 (54)
10.0 106 10.5

1. Total banking assets differ from banking segment assets due o the adoption of the Australian Prudential Regulation Authority's (APRA}
classification of intangible assets, deferred taxation, non-qualifying shareholdings in other entities and general provision for impairment

for capital adequacy purposes.

The banking capital adequacy ratio increased in from 10.0% at December, to 10.7% at June, through an

increase in the capitatl base from $1.68 billion to $1.91 billion.
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Adjusted Common Equity — Consolidated bank only

Dec-02 Jun-02 Dec-01 Jun-01
$m $m $m $m

Ordinary share capital 2,589 2,533 2,515 2,143

Retained sarnings 193 200 170 137
Reserves 21 21 21 21
Sub total 2,773 2,754 2,708 2,301
Less:

Gooedwill and future income tax benefit 1,235 1,228 1,226 201
tnvestmenit in non-banking subsidiaries 859 B5S 871 511
Asset revaluation reserve 8 B 8 B
Sub total 2,102 2,095 2,105 720
Adjusted Commeon Equity 671 659 801 1,581

Risk-weighted assets including off-balance 15,834 16,779 16,364 15,661

sheet position
Adjusted Common Equity ratic

3.98% 3.93% 3.67% 10.10%

The Adjusted Common Equity {ACE) for the bank only, which is a calculation of capital preferred by ratings agencies and
which excludes subordinated notes, preference shares and refained eamings in non-bank subsidiaries, was $764 million
at June, equal to 4.26% of risk weighled assets. ACE is expected to increase during the current year, liffing the ratio
back towards a target of approximately 5%. It is important fo note that this ratio is for the bank only, and excludes excess
capital in the general insurance or life insurarnice subsidiaries.

The nuembers for June 2001 reflect the position of the company at that date, prior to the acguisition of GIO, but after
capitat had been raised for the acquisition.

General Insurance Minimum Capital Ratio

The minimum capital requirement is calculated by assessing the risks inherent in the business, which
comprise:

+ The risk that the provision for outstanding claims is not sufficlent to meet the obligations to policy holders
atising from losses incurred up o the reporting date (outstanding claims risk};

+ The risk that the unearned premium account is Insufficient to meet the obligations o policy holders
atising from losses Incurred after the reporting date on existing policles {premium liabilitles risk};

+  The risk that the value of assets is dirminished (investment risk}; and

« The risk of a catastrophe giving rise to major claims losses up to the retention armount under existing
reinsurance arrangements.

These risks are quantified to determine the minimum capitat required under the prudential standards. This
requirement is compared with the capital held in the general insurance companies. Any provisions for
outstanding claims and insurance rigk, in excess of the amount required to provide a level of sufficiency at

75%, is classified as capital.

Page 52



SUNCORP-METWAY LTD and controlied entities
ANNOUNCEMENT OF RESULTS for the year ended 30 June 2003

General Insurance Minimum Capital Ratio (continued)

At 30 June 2003 the consolidated general insurance business has a strong capital position at 1.54 times the

minimum requirement, calculated as follows:

Paid up ordinary shares

Retained profits at end of reporting period
Technical provision in excess of liability vatuation
Less: Tax effect of excess technical provisions

Less:

Goodwill

Future income tax benefit {net of deferred tax liabilities}
Other Tier 1 deductions

Total deductions from ter 1 capital

Adjusted totat tier 1 capital

APRA capitat base

Outstanding ciaims risk capital charge
Premium liabilities risk capital charge
Total insurarice risk capital charge

trivestmenit risk capitat charge
Catastrophie risk capital charge

Totat minimum capital requirement

MCR coverage ratio

Dec-02 Jun-02
($m) ($m)
1,385 1,385
B850 664
396 221
{119} {66}
2,322 2,214
(529} {454}
(25) (27)
. {44}
{954) {1,025}
1,368 1,189
1,368 1,189
425 399
169 167
594 566
233 231
50 50
877 847
156% 140%
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APPENDIX 1 - STATEMENT OF OPERATING PROFIT
EXCLUDING LIFE INSURANCE POLICY OWNERS’ INTERESTS
FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2003

Full Year Ended
Jun-02 Jun-03 vs

$m Jun-02 %
Banking interest reverius 1,514 10.2
Banking interest expense {964} 11.6
550 7.8
General insurarnce premium revenus ™ 1,948 10.7
Reinsurance and other recoveries revenue 288 {0.7)
Other revenus ¥ 142 {23.9}
Banking fee and commission revenue 155 30.3
Banking fee and commission expense {44} 31.8
Generat insurance investment revenue
- insurance provisions 173 82.4
- managed schemes income 8 16.7
- joint venture income 5 80.0
- shareholder funds - rfa
Profit on sale of property - Fifa
Total income from ordinary activities 3,223 12.0
Claims expense {1.697) 141
Outwards reinsurance expense {151) {4.8)
Operating expernises from ordinary activities @ {B53} 0.8
Total expenses from ordinary activities {2,701) 8.9
Profit from ordinary activities before bad and
doubiful debts expense, GIO funding, amortisation
of goodwill and income tax expense 522 282
Bad and doubtful debts expense & {39) 25.6
Profit from ordinary activities before GIO funding,
amortisation of goodwill and related income
fax expense 483 28.4
Subordinated debt expense - GO acguisition {14} 3b.7
Profit from ordinary activities before amortisation of
goodwill and related income fax expense 469 28.2
Amortisation of goodwill {60} 3.3
Profit from ordinary activities before related
income tax expense 409 31.8
incoms tax expernse attributable to profit from ordinary activities {48} 58.2
Net profit attributable to members of the parent entity 311 23.5

Notes:
1. Net of statutory fees and charges included in income and expensas in the Consolidated financial report.

2. Other revenue is primarily made up of wealth management profit, dividend revenue, property income,
trust distributions and royalty income.

3. Includes bad and doubtful debis expenses in the general insurance division which is included in operating

expenses in the general insurance profit contribution.
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APPENDIX 1 - STATEMENT OF OPERATING PROFIT {continued)
EXCLUDING LIFE INSURANCE POLICY OWNERS’ INTERESTS

FINANCIAL PERFORMANCE FOR THE HALF YEAR ENDED 30 JUNE 2003

Half-Year Ended
Dec-02 Jun-02 Dec-01 Jun-03 vs
$m $m $m Jun-02 %
Banking interest revenue g2t 741 773 14.3
Banking interest expense {526} {468) {496} 17.5
285 273 277 48
General insurance premium revenue 1,076 1,002 848 7.8
Reinsurance and other recoveries revenue 110 180 128 0.0
Other revenue @ 49 89 73 {14.5)
Banking fee and commission revenue g7 82 73 28.0
Banking fee and commission expense {32} {24} 209 8.3
General insurance investment revenus
- insurance provisions 165 73 160 538
- managed schemes income 14 {2} 8 250.0
- joint venture income 4 5 - -
- shareholder funds {17} 3 £33 833.3
Profit on sale of property - - - n/a
Total income from ordinary activities 1,761 1,641 1,582 12.7
Claims expense {876) {848) {848} 13.2
Outwards reinsurance expenss {73} {81} (o {12.3)
Operating expenses from ordinary activities @ {433} {442} {411} {3.4}
Total expenses from ordinary activities £1,482) (1,372} {1,329} 6.3
Profit from ordinary activities before bad and
doubtful debis expense, GIO funding, amortisation
of goodwill and income tax expense 279 269 253 450
Bad and doubtful debis expense @ {27} {26} {13} {15.4)
Profit from ordinary activities before GIO funding,
amortisation of goodwill and related income
tax expense 252 243 240 51.4
Subordinated debt expeanse - GIO acquisition {8} {10} {4} -
Profit from ordinary activities before amortisation of
goodwill and related income tax expense 243 233 238 536
Amortisation of goodwill {30} {30} {30 6.7
Profit from ordinary activities before related
income tax expense 213 203 208 80.6
Incorne tax expense attributable to profit from ordinary activities {58} {46} {52) 111.3
Net profit attributable to members of the parent entity 155 157 154 458

Notes:
1. Net of statutory fees and charges included in income and expenses in the Consolidated financial report.

2. Other revenue is primarily made up of wealth management profit, dividend revenue, property income, trust
distributions and royalty income.

3. Includes bad and doubtful debls expenses in the general insurance division which is included in operating
expenses in the general insurance profit contribution.
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APPENDIX 2 - RATIO DEFINITIONS

Adjusted Common Equity ratio

Banking return on equity

Basic shares

Cash earnings per share

Cash return on average shareholders’
equity

Capital adequacy ratio

Combined operating ratio

Cost to average total banking assets
ratio

Cost to income ratio

Diluted shares

Embedded value

Earnings per share

Adjusted Common Equity divi ded by risk weighted assets,
including off-batance sheet positions.

Banking operating profit after tax divided by average equity.
The equity is calculated based on the target capital adequacy
ratio of 10% of total banking risk weighted assets. The
average is calculated on end of month balances.

Ordinary shares on issue.

Cash earnings per share adjusts the numerator in earnings
per share by adding back amortisation of goodwill and
deducting revenue on revaluation of life insurance and
superannuation subsidiaries to embedded value.

Cash return on equity adjusts the numerator in return on
equity by adding back amortisation of goodwill and deducting
revenue on revatuation of life insurance and superannuation
subsidiaries to embedded value.

Capital base divided by total assessed risk, as defined by
APRA.

The percentage of net premium that is used to meet the costs
of all claims incurred plus pay the costs of acquiring {including
commission), writing and servicing the Insurance business.

Operating expenses of the banking business divided by
average total banking assets as shown In the average banking
assels and liabllitles statement. The ratio is annualised for
hailf years.

Operating expenses of the banking business divided by total
income from ordinary banking activities.

Comprises ordinary shares, partly paid shares, non-
participating shares and outstanding options. Preference
shares are not dilutive for the purpose of the earnings per
share ratios as they cannot convert to ordinary shares in the
first five years of lssue. For the purposes of weighted average
shares, excludes options where the exercise price exceeds
the market price.

An assessment of the economic value arising out of the
current in force business of the company. An embedded vatue
comprises two components being the adjusted net assets and
the value of in force business.

Basic earnings per share is calculated by dividing the earnings
of the company for the financial year less dividends on
preference shares by the weighted average number of
ordinary shares of the company outstanding during the
financial year. Diluted earnings per share is based on
weighted average diluted shares. Caleulated in accordance
with accounting standard AASB 1027 Earmings per Share.
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APPENDIX 2 — RATIO DEFINITIONS (Continued)

Expense ratio

Group efficiency ratio

Gross banking loans, advances and
other receivables

Gross non-performing loans

Insurance trading ratio

Investment and interest earning
assels

Loss ratio

Net interest margin

Net interest spread

Net tangible asset backing - basic

Net tangible asset backing - diluted

Non-interest income as a percentage of
average assets

Non-interest income as a percentage of
total income

Payout ratio - basic

The percentage of the net premium that is used to pay all the
costs of acquiring {including commission), writing and
sefvicing insurance business. Premium revenue and
operating expenses are net of statutory fees and charges
included in income and expenses in the Consolidated
Financial Report.

Operating expenses as a percentage of total operating
income  excluding General Insurance shareholder funds
investment income and excluding the impact of ife insurance
accounting standard AASB 1038,

Total lending less securitised loan balances.

Gross impaired assets plus past due loans.

The insurance trading result expressed as a percentage of net
earned premium.

Comprises receivables due from other financial institutions,
trading securities, investment securities and gross banking
loans, advances and other receivables.

Net claims incurred expressed as a percentage of net earned
premium. Claims incurred consist of claims paid during the
period increased (or decreased) by the increase (decrease} in
the provision for outstanding claims.

Net interest income divded by average interest earning
assols,

The difference between the average interest rate on average
interest earning assets and the average interest rate on
average interest bearing Habilitles.

Shareholders' equity attributable to members of the Company
less preference shares and intangibles; divided by ordinary
shares at the end of the period.

Shareholders equity attributable to members of the Company,
plus outstanding options, less intangibles; divided by diluted
shares at the end of the period.

Total income from ordinary banking activities less net interest
income divided by average banking assets. Average assets
are based on the average banking assets and liabilities. The
ratio is annualised.

Total income from ordinary banking activities less net interest
income divided by total income from ordinary banking
activities.

Total dividends and distributions which relate to the half-year
divided by operating profit after tax.
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APPENDIX 2 — RATIO DEFINITIONS (Continued)

Operating income

Payout ratio - diluted

Return on average investment and

interest earning assets

Return on average risk weighted assets

Return on average total assets

Return on average shareholders equity
- basic

Return on average shareholders equity

Risk weighted assets

Underlying profit

Total income from ordinary activities less general insurance
shareholder funds investment income.

Diluted shares at the end of the period times ordinary dividend
per share for the half-year plus preference share dividends,
divided by operating profit after tax.

Operating profit after tax divided by average investment
and interest earning assets. Average balances are based on
beginning and end of period batances.

Banking operating profit after tax divided by average fisk
weighted assets. Averages are based on beginning and end
of period balances. The ratio Is annualised for half year.

Operating profit after {ax divided by average total assets
aexcluding the impact of the life insurance standard AASB
1038. Averages are based on beginning and end of period
balances.

Operating profit after tax less preference dividends

divided by adjusted average ordinary shareholders’ equity.
The ordinary shareholders’ equity excludes preference
shares. Averages are based on beginning and end of period
balances.

Qperating profit after tax divided by adjusted average ordinary
shareholders’ equity. The ordinary shareholders’ equity
includes preference shares and ouistanding options.
Averages are based on beginning and end of period balances.

Totatl of the carrying value of each asset class multiplied by
thelr assigned risk weighting, as defined by APRA.

Operating profit before tax, amortisation of goodwill,
investmeant income on shareholder funds and ong-off items.
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