Suncorp-Metway Ltd

AND CONTROLLED ENTITIES

ACN 010 831 722

ANNOUNCEMENT OF
CONSOLIDATED FINANCIAL RESULTS

FOR THE HALF-YEAR ENDED 31 DECEMBER 2002

Release Date 28 February 2003



SUNCORP-METWAY LTD and controlled entities
ANNOUNCEMENT OF RESULTS for the half-year ended 31 Becember 2002

TABLE OF CONTENTS

INTERIM RESULTS SUMBMARY ... s s e

CONTRIBUTION TO PROFIT BY DIVISICN EXCLUDING LIFE INSURANCE POLICY OWNERS’

STATEMENT CF ASSETS AND LIABILITIES EXCLUDING LIFE INSURANCE POLICY OWNERS’

GROUP PERFCRMANCE SUMMARY - RATIOS AND STATISTICS EXCLUDING LIFE INSURANCE
POLICY OWNERS INTEREST S ...ttt rms e e s e e s remm s e s

1 INDIVIDUALLY SIGNIFICANT ITEMS AND CHANGES IN ACCOUNTING POLICY ...

2 OPERATING EXPENSES EXCLUDING LIFE INSURANCE POLICY OWNERS’ INTERESTS........

8

9

... 10

11

4 STATEMENT OF CASH FLOWS EXCLUDING LIFE INSURANCE POLICY OWNERS’ INTERESTS 12

§ SEGMENT INFORMATION — BANKING ... erecir s sse s mnr s ss s sas s s se s sm s s sae s remsremana s snene
51 PROFIT CONTRIBUTION « BANKING .
52  ASSETS AND LIABILITIES — BANKING . .......ooiiii e et e e et ee e e e e
D BANKING STAT S TI S ittt e oot e e e oo e ettt oo e ettt e e e et et e e et
o A BET BROWITH it e e e e e e ettt
5.5  SECURITISATION OF LANS L it oo e et oot e ettt e e e e e e e e et e ee e e e e e e e e aaaan
58  NETINTEREST INCOME. ... ..ottt oot e et oo e e et e e e et et e e e e e e e e et e e e e e e e e e e e e aaaan
57 BANK FEE INGOME ... e e e e e e
5.8  OPERATING EXPENSES ..o ittt oo oot e oo oot oo e e ettt e e e e e e e et e e e e et a e
.0 BAD AND DB T UL DEB T L ittt oottt et e ettt et e e e e et ettt e e e e e e e e e ettt e s aaeeaeaaaaaaan
0 IMPAIRE D AS ST Lottt ittt et e ettt et oo et e ettt e e et e et a et et
511  PROVISION FOR MPAIRMENT ...t e et oo e e ettt e e e e e e e et ee e e e e s e vaaaaan
512 AVERAGE BANKING ASSETS AND LIABILITIES L..ooiiirt ettt e e et et e e e et e e e e e e
513 CHANGES IN NET INTEREST INCOME: VOLUME AND RATE ANALYSIS. ..ot
514 CREDIT RISK CONCENTRATION. ...ttt e et oot et e ettt e e e e e e e e e ettt e e e e e e e aa e
D FUNDING ..o e e e e e e e e ettt et
SAG  CAPITAL ADEGUACY ..o e et e e oot oo ettt et e e e ettt

6 SEGMENT INFORMATICN - GENERAL INSURANCE ... rsrrmer st srer s vns sn s en s s nees
6.1 PROFIT CONTRIBUTION — GENERAL INSURANCE ... ..ottt et
6.2 PROFIT CONTRIBUTION {EXCLUDING DISCOUNT RATE ADJUSTMENT).....oooiiiiiii i iiieeieeiceiiee e enaa
6.3 GENERAL INSURANCE STAT ST 0 S . ittt e ettt e
64  ASSETS AND LIABILITIES ~ GENERAL INSURANGCE ...ttt oo
B.5  PROFIT OVERVIEVY ... ottt ee et oot e e oottt e e et ettt e e e e e e e
BB INVESTMENT S o ittt oo oot oo oot et oo e oot e et et
B.7  CAPITALISOLVENCY .ottt et ettt

7  SEGMENT INFORMATION - WEALTH MANAGEMENT ... rerrmvrr s s rer s er s vn s s s e
7.1 P ROFIT CVERVIEW ... oottt e e e et e e oo e e et e et ee ettt oo e e e ettt e e et e ettt e s e e e e e eaaain
7.2 NEWBUSINESS SALES LIFE COMPANY e e
7.3 PORTFOLIC ALLOCATION OF INVE S TMEN TS . ittt ettt e e et et e e e e e et e e e e e e aaaaaa
7.4  ASSETS AND LIABILITIES — WEALTH MANAGEMENT ......oiiiiii et e e et e e
7.5  EMBEDDED VALUE -~ LIFE COMPANY ...t e et e e e et e e e e e
7.8 VALUE OF NEW SALES ~ LIFE COMPANY ... ottt ettt

7.7 FUNDS MANAGEMENT — GROUP FUNDS UNDER MANAGEMENT ..ol




SUNCORP-METWAY LTD and controlled entities
ANNOUNCEMENT OF RESULTS for the half-year ended 31 Becember 2002

APPENDIX 1 - STATEMENT OF OPERATING PROFIT EXCLUDING LIFE INSURANCE POLICY

APPENDIX 2 - RATIO DEFINITIONS ...t ssn s snn e sesssssnsssnssnmensssnsnes 60

APPENDIX 3 — TRANSFORMATION SAVINGS SCHEDULES ... B0




SUNCORP-METWAY LTD and controlled entities
ANNOUNCEMENT OF RESULTS for the half-year ended 31 Becember 2002

SUNCORP- METWAY LTD
Interim Results 2003

Profit Overview, $M Half-Year to Change

Dec02  Dec-01 %
Banking 150 153 {2.0)
General Insurance 72 43 67.4
Wealth Management 17 38 {62.8)
Other 4 4 -
Profit before tax and goodwill 243 236 3.0
Goodwill amortisation 30 30 -
Tax 58 52 11.5
Net profit 155 154 0.6

Net profit of $155 million, compared with $154 million in 2001. Profit before goodwill, tax,
and investment income on shareholders funds increased by 8.8% to $260 million.

Interim dividend increased by one cent to 26 cents per share.

General insurance pre-tax profit up 87% to $72 million, driven by GIO integration
benefits and premium revenue growth. GIO integration proceeding to schedule, with
improvements achieved since acquisition now worth $208 million in a full year.
insurance Trading Result increased 80.5% to $80 million, equal to 8% margin.

Banking pre-tax profit down 2.0% to $150 million. Profit before bad debts increased
5.5% to $176 million. Strong commercial lending growth offset by slowing housing
lending.

Wealth Management pre-tax profit down 53% to $17 million. Excluding one-off gains,
underlying profit of $17 million compares with $28 million in prior corresponding period.
Sales and profit affected by slowing investment markets.

QOutlook for the full year :

- We expect modest growth in Banking revenues, exceeding expense growth, and
leading to an increase in pre-fax profit in the range of 8-10%.

- General Insurance profit will benefit from premium growth and further GIO
integration improvements. Earnings will be reduced by Canberra bushfire claims.
We are targeting an expense ratio of 21%, and expect to achieve an insurance
trading margin of 8-12%, assuming no further major claims events or adjustments
to claims provisions.

- Wealth Management profit is expected to remain flat in the second half, leading to
a lower full year profit due {o the poor investment market climate and because the
prior year's result benefited from one-off gains.

- On a consolidated basis, we are targeting an increase in underlying operating
profit of approximately 20%, before goodwill, tax and investment income on Gl
shareholders funds. This is assuming no further unusual claims events.
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SUNCORP-METWAY LTD and controlled entities
ANNOUNCEMENT OF RESULTS for the half-year ended 31 Becember 2002

REVIEW OF OPERATIONS

Except where otherwise stated, all figures relate to the half-year ended 31 December 2002 and comparatives are for the half-
year ended 31 December 2001. Except where otherwise stated, all figures exclude life insurance policy owners’ interests.

Overview

Suncorp Metway has recorded a net profit of $185
milfion for the haif year to December 2002, compared
with $154 million In the prior corresponding period.

The agerating highlight of the period was the strong
progress achieved in the integration of the GIO
insurance business, which has delivered anticipated
business improvements and led to & 67% increase in
the General Insurance profit before tax to $72 million.

The GIG integration, called Transformation, remains on
track to deliver a total of $240 million in annualised
savings and benefits by the completion of the program
in June 2003. At December 2002, the program had
achieved improvements worth $208 million in a full year,
before tax.

The bulk of these improvements were felt in the General
insurance division, leading to & 90.5% increase in the
insurance Trading Result to $80 million — equivalent to
an insurance trading margin of 8%.

The stable group profit performance was despite a 314
miflion reduction in investment income on general
insurance shareholders funds.

Group profit before goodwill, tax and investment income
on shareholders funds increased by 8.8% to $260
mitlion.

The Group Efficiency Ratio, which measures operating
expenses as a proportion of operating income,
improved to 24.4% from 25.9% at December 2001, and
27.0% at June 2002. Staff numbers were reduced from
8,393 at December 2001, to 7,998 at December 2002.

Cash earnings per share was 34.1 cents per share, up
slightly over the June figure. Cash refurn on equity
reduced to 14.7% due to higher conttibuted equity and
retained earnings comparad with the prior pericd.

Directors have declared an interim dividend of 26 cents
per share, ug one cent.

Operating Profit after Tax (haif-year, $m)

206

154 167 1558

Jun-01 Dac-01 Jun-02 Dec-02

Profit before tax, goodwill and investment income
on shareholders funds {half-year $m)

260

177

Jun-01 Dac-01 Jun-(2 Dec-02

Group Efficiency Ratio (%)

25-9 2?.0

244

Jun-01 Dec-01

Jun-02

Dac-062
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SUNCORP-METWAY LTD and controlled entities

ANNOUNCEMENT OF RESULTS for the half-year ended 31 Becember 2002

REVEW OF OPERATIONS (CONTINUED)

Transformation update

L

The Transformation program is proceeding
slightty ahead of schedule. At the release of the
full year results in August 2002, the company
announced it had achieved benefits worth $111
milfion in & full year and was expecting tc
achieve $196 million In annualised savings and
henefits by the end of December 2002. Thig
target has been exceeded, and at December
2002, the actual amount of annualised savings
achieved since the start of the program was
£206 million.

The profit impact of these savings in the
Cecembear 2002 haif was an increase of $86
miflion before tax compared with the starting
point at June 2001. Implementation ¢osts of $17
miflion in the half year reduced the net benefit to
$689 million.

Transformation Net P & L. Benefits
{includes June 03 forecast)

97

Dec-1 Jun-02 Dec-02 Jun-03

Eincremental gffect in half year
A Achieved in pricr periods

The incremental impact of Transformation
improvements in the December half, compared
to the prior December 2002, was 362 million.
The incremental impact in December, compared
to June, was $43 million.

Total implementation costs to the end of
December were $127 million of which $28
milfion had been expensed and $99 million
taken to the restruciuring provision.

Tables setting out the timing and source of
synergies and benefits are included in Appendix
3 on page 50.
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SUNCORP-METWAY LTD and controlled entities
ANNOUNCEMENT OF RESULTS for the half-year ended 31 Becember 2002

CONTRIBUTION TO PROFIT BY DIVISION EXCLUDING LIFE
INSURANCE POLICY OWNERS’ INTERESTS

Half-Year Ended

Exc GIO
Jun-02  Dec-01  Jun-01 Dec-02 vs
$m $m &m Dec-01 %

Banking
Net inferest income 273 277 285 8.5
Net fee income 58 53 48 226
Other revenue 7 B 11 {375}
Operating expenses {172} {171} {160} 10.8
Bad debts {26} {14) {21} B5.7
Contribution before tax 140 153 134 {2.0}
Income tax {31) {38) {33} 78
Contribution after tax 108 115 101 {5.2}
General Insurance
Net earned premium @ 921 876 37 14.5
Net incurred claims {689} {720) {340} 203
Operating expenses {234} {214) {101) 37
Invesiment income on insurance provisions 73 100 71 65.0
Insurance trading result 71 42 1 80.5
Managed schemes net mcome {2} 8 - 750
Joint venture income 5 - - n/a
Investment income on sharehoider funds 3 {3) a1 466.7
Contribution before tax and GIO funding 77 47 82 723
Subordinated debt expense - GIO acquisition {10} {4) - 125.0
Income tax {13} {7) {10} 100.0
Contribution after fax 54 36 72 61.1
Weaith Management
Contribution from Life Company 17 22 38 {40.9}
Contribution from funds management 5 14 - {71.4)
Contribution before tax 22 36 38 {52 8}
Income tax - {6) {3} {83.3}
Contribution after tax 22 30 36 {487}
Other &
Contribution before tax 4 4 3 -
Income tax {2} {1 {1} 100.0
Contribution afier tax 2 3 2 {33.3}
Total contribution before amortisation of goodw # 187 184 2t 0.5
Amortisation of goodw # {30} {30) {5} -
Total contribution after income tax and amortisation of goodwil 157 154 208 0.8

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

2. Netof certain statutory fees and charges "grossed-up” in income and expenses in the Consclidated Financial Report.
3. Gther is primarily made up of the resuits 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 controlled entities
ANNOUNCEMENT OF RESULTS for the half-year ended 31 Becember 2002

STATEMENT OF ASSETS AND LIABILITIES EXCLUDING LIFE
INSURANCE POLICY OWNERS’ INTERESTS

Exc GO
Jun-02 Dec-01 Jun-01 Bec-02 vs
$m $m $m Dec-01 %
Assets
Cash and liguid assets 1,134 864 286 {4.5)
Receivables due from other financial institutions 87 9 12 88.9
Trading securities 1,498 1,703 1649 208
investment securities 4424 4363 3,006 8.1
Investments in associates 88 80 - 3.8
Loans, advances and other receivables 22918 21912 20107 586
Property, plant and eguipment 208 197 141 17.3
Unlisted investment in life insurance
statutory funds 138 139 120 94
Deferred tax assets 184 171 112 {11.7)
intangible assets 1,069 1,122 154 {4.5)
Other financiat assats™" 625 981 967 {(42.9)
Total assets 32,373 31541 28644 46
Liabilities
Deposits and shortterm borrowings 18,187 17,755 18,908 134
Payables due to other financial institutions 70 - - n/a
Payables 827 977 655 {31.0)
Current tax liabilities 88 26 12 76.9
Provisions 345 327 265 {60.9)
Deferred tax tiabilities 171 182 194 {31.9)
Cutstanding claims and unearned
premium provisions 4 501 4468 2328 77
Bonds, notes and long term borrowings 3,952 3652 3,030 {24.1)
Subordinated notes 802 806 535 {6.8)
Total liabilities 29,011 28,193 23027 4.5
Net assets 3.382 3348 2717 5B
Equity
Contributed squity 2,777 2760 2143 1.6
Reserves 22 21 22 4.8
Retained profits 587 561 546 2583
Total parent entity interest 3,388 3342 2711 5B
Outside equily interests 8 6 6 -
Total equity 3.382 3348 2717 56
Notes:

1. Other financial assets is mainly made up of accrued interest, prepayments, unrealised gains on derivative hedging posttions
and a security deposit on a repurchase agreemant
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SUNCORP-METWAY LTD and controlled entities
ANNOUNCEMENT OF RESULTS for the half-year ended 31 Becember 2002

GROUP PERFORMANCE SUMMARY - Ratios and statistics excluding life
insurance policy owners’ interests

Half-Year Ended

Exc GIO Dec-02 vs
Jun-02 Dec-01 Jun-01 Dec-01 %

Dividend per ordinary share {cents} 29.0 250 280 4.0
Earnings per share
Basic (cents) 283 297 550 {8.1)
Dituted {cents} 283 298 434 {5.7)
Cash earnings per share
Basic (cents) 341 353 528 3.9
Dituted {cents} 34.0 352 417 {3.1)
Payout ratio
Basic (%) 100.9 90.3 62.1 35
Diluted (%) 103.0 88.5 658 7.0
Weighted average number of shares
Basic (million) 52486 505.0 3208 43
Dituted {million) 5258 5066 456.1 4.1
Net tangible asset backing per share
Basic ($) 3.83 377 541 11.4
Dituted ($} 434 433 5208 9.3
Number of shares at end of period
Basic (million) 5253 5238 3697 0.8
Dituted {million) 5319 5254 499.0 1.5
Share price at end of period (3) 12.31 14.01 1500 {20.0)
Return on average shareholders’ equity
Basic (%) 9.7 13 203 {19.5)
Dituted (%) 93 9.9 168 {it.1
Cash return on average shareholders’ equity
Basic (%) 116 134 194 {16.4)
Dituted (%) 1.0 118 158 {9.3)
Return on average total assets {%} 0.98 1.05 1.58 {10.5)
Return on average investment and interest

earning assets {%} 115 1.18 1.73 {8.3)
Total assets ($ million} 32373 31,541 26,644 4.6
Investment and interest earning assets ($ mitlion) 28,020 27160 24 695 7.2
Group efficiency ratio {operating expenses/operating

income) 270 259 311 {5.8)

Refer page 47 for definitions.
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SUNCORP-METWAY LTD and controlled entities
ANNOUNCEMENT OF RESULTS for the half-year ended 31 Becember 2002

1 INDIVIDUALLY  SIGNIFICANT ITEMS AND CHANGES IN
ACCOUNTING POLICY

Haif-Year Ended
Exc GIC
Jun-02 Dec-81  Jun-01
$m $m $m
Individually significant item s included in profit from ordinary activities before
income tax are:
Restructure of Suncorp Metway Property Funds - 8 -
Excess of net market value of interests in
subsidiaries over their recognised net amounts - - 13
Changes in accounting policy included in profit from ordinary activilies before
income @x are:
Adoption of revised accounting standard AASB 1028 "Employes - - -
Entittements”
Deferral of commissions paid to loan originators - - 4
- 8 17
Haif-Year Ended
Exc GIC
Jun-02 Dec-01  Jun-01
$m $m $m
The above items affect the following captions
in the Statement of Cperating Profit
Banking fee and commission expense - - 4
Other revenue - 8 13
Operating expenses from ordinary activities - -
- 8 17
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SUNCORP-METWAY LTD and controlled entities
ANNOUNCEMENT OF RESULTS for the half-year ended 31 Becember 2002

2 OPERATING EXPENSES EXCLUDING LIFE INSURANCE POLICY
OWNERS’ INTERESTS

Half-Year Ended

Exc GIO
Jun-02  Dec-01  Jun-01 Cec-02 vs
§m $m $m Dec-01 %

Staff expenses ¥
Salaries and wages 193 171 128 152
Other staff expenses'™ 90 82 48 122
Total staff expenses 283 253 178 142
Eyuipment and occupancy expenses
Depreciation

Buildings K 1 2 -

Plant equipment and software 18 18 18 887

Leasehold improvements 8 4 4 500
Loss on disposal of property, plant -

and equipment K 1 - 100.0)
Operating lease rentals 19 26 18 (7.0
Other occupancy expenses 10 8 4 {(12.5)
Total equipment and ocooupanay expenses 57 58 42 17.2
Other
Hardware, software and data line expenses 53 37 18 {32.4}
Advertising and promotion expenses 24 22 21 273
Office supplies, postage and printing 45 23 20 435
Amortisation of franchise systems K - - nfa
Other! -4 (8) 34 75 54 {387}
Total other expenses 157 157 111 {159}

Expenses charged o the Wealth

Management Statutory Funds {28} {32} {29} -

Expenses allocated to claims expense (27} {25} - (4.0}
Total operating expenses from
ordinary activities 442 411 300 53

Notes:

1. Prior to the transfer of service company functions from AMP o Suncorp on 12 Cctober 2001, amployee, information technology
and other services were charged to GIO as a general service fee and not classified in the underlying expense categories. For this
period, a significant portion of GIO expenses are shown as "other”. After the transfer of those services to Suncorp, the expenses
have been recognised in their respective categories, therefore the comparative information is restricted to this exient.

2. Other siaff expenses is mainly made up of employee on costs, staff amenity expenses, iraining costs and temporary staff
expenses.

3. Other sccupancy expenses consists mainly of electricity and maintenance expenses.

4. Other is primarily made up of service fees paid by GIO to AMP {refer note 1}, w eaith management expenses and general
INSUrance CoMMmisSsions.

5. Net of cerfain statufory fees and charges included in incorre and expenses in the Consolidated Financial Report.

Page 10



SUNCORP-METWAY LTD and controlled entities

ANNOUNCEMENT OF RESULTS for the half-year ended 31 Becember 2002

3 INCOME TAX

The income taxexpense 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 facie income {axexpense calculated at 30% (30 June
2002 :30%, 31 December 2001 1 30%, 30 June 2001 ; 34%)

Tax effect of permanent differences:
Non-deductible expenditure
Nen-deductible write-downs
Amortisation of goodwill
Nen-assessable income
Distributicn on converting of capital notes
Dividend rebates
Dividend taxcredits
Future income tax benefits not previously brought to account
Life and superannuation statutory funds
Other
Income fax adjusted for permanent differences
Over provision in prior year
Restatement of deferred tax balances due fo change in
company faxrate
Income tax expense

Income tax expense by segment
Banking

General insurance

Wealth management

Gther

Half-Year Ended
Exc GIO
Jun-82 Bec-d1 Jun-{1 Dec-02 vs
$m $m $m Dec-01 %
203 206 253 3.4
61 52 86 3.4
3 1 1 100.0
1 - 1 rfa
g g 1 -
2) (3) - (100.0)
- - {8} nia
3} &)y (10} {(100.0}
- - - ra
{18} {2} {1} 100.0
{9} {2} - 20040
3 {4) {13} {200.0)
48 55 57 57
23 (3) - (100.0)
- - {10} rfa
46 52 47 1158
31 38 33 7.8
13 7 10 100.0
- 5] 3 {83.3)
2 1 1 100.0
46 52 47 1158

Tax expense increased by 12% to $58 million. The effective tax rate for the haif year was 27%, after
goodwill. This was slightly fower than intially expected due to additional franking credits from the group’s
General insurance and Wealth Management funds and the benefit of lower tax rates applying in the

superannuation and pension business.
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SUNCORP-METWAY LTD and controlled entities
ANNOUNCEMENT OF RESULTS for the half-year ended 31 Becember 2002

4

STATEMENT OF CASH FLOWS
POLICY OWNERS’ INTERESTS

Cash flows from operating activities
interest received

Dividends received

Premiums received

Reinsurance and other recoveries received
OCthier operating revenue received

Interest paid

Outwards reinsurance premiums paid
Claims paid

Operating expenses paid

Income taxes paid - operating activities
Net cash inflow from operating activities

Cash flows from investing activities
{Paymenis for purchase} proceeds from disposal

of controlled entities
Payments for purchase of investments in associates
Payments for property, plant and eguipment
Net {purchase¥disposal of banking securities
Netincrease in loans, advances and other receivables
Purchase of investments integral to insurance activities
Proceeds from disposal of insurance investments
income taxes paid - investing activities
Net cash {outflow} from investing activities

Cash flows from financing activities

Proceeds from issue of shares

Proceeds from/{repayment of) subordinated notes
Netincrease in borrowings

Dividends paid

Net cash inflow from financing activities

Net increase {decrease} in cash and cash equivalents
Cash at the beginning of the financial period

Cash acquired on acquisition of GIC

Cash at the end of the financial period

EXCLUDING

LIFE INSURANCE

Half-Year Ended

Exe GIO
Jun-02 Bec-81 Jun-01
$m &m &m

826 851 864

27 31 40
1,168 918 801
268 92 51

268 330 270
(475)  (508)  (525)
99y  (80) (40)
(853)  (862)  (522)
(513)  (B21)  (794)
{43 & (34}

813 102 111

(58) (1,.275) 24
{80} - -
{61) (30) (30)
238 (67) (170)
(091)  (857) (1,264)

19,136) (14,645) (10,779)

18,730 15130 10425
{33 (9 {(13)

(1.390) (1,753) (1,807)

17 817 626

4) 271 (4)
1,155 1,442 791
(143)  (152) (78)

1025 2178 1,335

248 527 (361)
873 208 650

1,121 873 298
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SUNCORP-METWAY LTD and controlled entities
ANNOUNCEMENT OF RESULTS for the half-year ended 31 Becember 2002

5 SEGMENT INFORMATION — BANKING

Overview

The banking division achieved a pre-tax profit of
$150 million for the six months to December, up 7%
on the $140 million recorded in June, but 2% below
the $153 million profit for Dec 2001.

Underiying profit, before bad debis, increased by
5.5% to $176 milion, underpinned by solid growth in
lending, stable net interest margins and significant
increases in fee income. ROE increased {o 19.8%
from 19.5% at December 2001.

Totat loans, advances and other receivables,
including securitised assets, increased 11.5% to
$23.9 billion during the year to December,
exceeding system growth of 11.2%. {A $750 million
securitisation was completed in August.)
Commercial fending increased by 16%, but housing
lending growth, at 8.4%, was slower than system.

Total funding increased 8.0% io $23.6 billion. Retail
funding rose by 16.4% to $12.6 billion and
wholesale funding remained steady at $11.0 billion.
The proportion of funding derived from the retall
market increased to 53%.

Net inferest margin was 2.37% for the six months to
December, up from 2.33% in the June half and in
line with the previous December. Interest spread
rose {0 2.14% for the half, boosted by increases in
official interest rates in May and June 2002,

Contribution to Profit {half-year, $m}

153 150
134

Jurn-01 Dec-0r1 Jun-02 Bec-02

Net Interest iIncome (half-year, $m)

277 273 285

255

Jun-G1

Dac-01 Jun-02 Dec-02
Net inferest income grew by 8% to $295 million over
the June ha¥ and 6.5% over the previous December
due to a combination of higher lending volumes and
a more stable interest rate environment. Cost to iIncome Ratio {%)
Net banking fes and commissicn income rose by
23% to $65 million. This was due fo higher
securitisation fees and improved fee collection. 5501 50.8 50.8 50.9 518
550 4 -——.———If.

Banking expenses increased by 10.5% to $18%
million due o growth in the book and because of 4501
costs associated with the expansion of the branch 40.0 4
network interstate. The cost {o income ratio
increased slightly to 51.8%, but remains in line with 38.0 4
the major banks and below regional competitors. 300

Jur-01 Dec-01 Jun-02 Bec-02

Asset quality remains sound. Net impaired assets
were steady at $117 million at December 2002. The
bad debt charge, at $26 million, was in line with the
June half, but up from December 2001, mainly due
to a $9 million provision for one corporale default.
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SUNCORP-METWAY LTD and controlled entities
ANNOUNCEMENT OF RESULTS for the half-year ended 31 Becember 2002

5.1 Profit contribution — Banking

Net interest income
Interest revenue
Interest expense

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

Other operating revenue

Net profits on frading and investment securities

Net profits on derivative and other financial
mskuments

Cther income

Total income from ordinary banking activities

Operating expenses

Staff expenses

Cocupancy expenses

Computer and depreciation expenses
Communication expenses

Other operating expenses "

Contribufion to profif from banking activities
before bad and doubtful debts
Bad and doubtful debls expense

Contribution to profif before tax from
banking activities

Notes:

Half-Year Ended
Jun-02  Dec-0t  Jun-{1 Dec-02 vs
$m $m $m Dec-01 %
748 783 782 59
(475 {508 {827} 55
273 277 255 8.5
a2z 73 56 328
{24} {20 {17} 0.0
58 53 4G 228
1 - 2 wa
2 3 3 -
4 5 8 {80.0}
7 8 11 {37 8}
338 338 315 8.0
{100} {100 {102} 8.0
(10} {10 {8) -
{23) {19} {21} 388
(14) (15 (12) (7}
{283 {273 {17} 185
(172} {171} {180} 10.5
166 1687 155 55
{283 {143 {21} 887
140 153 134 {2.0}

1. Other operating expenses is primarily made up of adveriising and promotion, financial, lagal, motor vehicle and travel and accommodation

expenses.
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SUNCORP-METWAY LTD and controlled entities
ANNOUNCEMENT OF RESULTS for the half-year ended 31 Becember 2002

5.2 Assets and liabilities — Banking

Assets

Cash and liquid assels

Receivables due from other financial ingfitutions
Trading securities

Investment securities

Loans, advances and other receivables
Property, plant and equipment

Deferred tax assets

Intangible agssets

Other financial assets'™

Total assets

Liabilities

Ceposits and shortterm borrowings
Payables due to other financial institutions
Payables

Current tax Habilities

Provisions

Deferred tax liabilities

Bonds, notes and long term borrowings
Subordinated notes

Total liabilities

Net assets

Notes:

Jun-02  Dec-0t  Jun-{1 Dec-02 vs
$m $m $m Dec-01 %
664 272 134 52.1
57 o 12 889
1,498 1,703 1,649 208
2,067 2,067 882 0.0
22417 21319 20,1862 70
178 168 140 333
83 67 84 238
25 35 35 {34.3)
323 790 931 {64 3}
27322 26430 23829 8.0
18,838 18234 17257 148
38 - - nia
331 502 373 {434}
67 14 8 157 1
219 184 239 B7.3)
78 82 94 {29.3)
3,952 3652 3,030 {24.1)
802 806 535 {6.7}
24324 23474 21,537 59
2,998 2,956 2,292 8.7

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

5.3 Banking statistics

Costs to income ratio (%)

Costs to average total banking assets ratio (%)

Capital adequacy ratio (%}

Risk weighted assets ($m}

Return on avwerage risk weighted assets ratio (%)

Netinterestmargin (%)

Net interest spread (%)

Non-interestincome as a percentage of average
assets

Non-interestincome as a percentage of total income

Refer page 47 for definitions.

 Half-Year Ended
- Jun-02  Dee-01  Jun-01
50.8 505 50.8
1.34 136 1.44
106 105 140
15850 14814 14,336
143 1.56 147
2.33 2.38 2.41
213 2.1 212
0.51 049 0.54
19.2 18.0 19.0
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SUNCORP-METWAY LTD and controlled entities

ANNOUNCEMENT OF RESULTS for the half-year ended 31 Becember 2002

5.4 Asset growth

Housing loans
Consumer receivables
Retail loans

Commercial loans
Cewvelopment inance
Property invesiment
Lease finance
Commercial iloans

Structured finance

Cther receivables'™
Total lending

Prowvision for impairment

Intragroup receivables
Total loans, advances and other receivables
including securitised balances
Less: Securitised loan balances (housing)
Loans, advances and other receivables
Gross banking loans, advances and other receivables

Geographical breakdown - total lending
Queensiand

New South Wales

Victoria

Western Australia

Notes:

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

Disbursements

By segment
Housing
Consumer
Business
Total

Geographical breakdown
Queensiand

New South Wales

Victoria

Western Ausfralia

Jun-02  Dec-01  Jun-01 Dec-02vs
$m $m $m Pec-01 %
13,303 12865 11780 8.4
514 490 519 2.9
13817 13,155 12,2908 82
3,832 3.213 3,070 183
1,158 1.043 1,155 24.0
2214 2033 1,934 113
1,581 1,528 1,490 8.5
8,583 7818 78489 160
25 25 48 {(28.0
131 180 B85 {51.1)
22568 21188 20,061 10.5
{124} {118} {125} {1.73
22442 21072 19936 105
500 350 349 728
22942 21422 20,285 115
{525} {103} {123} 855.3
22417 21,319 20162 70
22,041 21085 19,038 58
15928 15058 14685 7.0
3075 2952 2835 231
2877 2725 2,247 152
585 452 284 14.4
225658 21188 20,061 10,5
Half-Year Ended
Jund2 Dec- Jun-Dt Dec-02 vs
$m $m $m bDec 1 %
2,086 2,343 2,114 (2.1
129 77 83 280
2,752 2211 2,240 30.0
4877 4,831 4,437 137
2,090 2,831 2683 112
830 810 768 410
843 787 782 (1.9
296 203 194 1.0
4877 4,831 4,437 13.7

Page 16



SUNCORP-METWAY LTD and controlled entities
ANNOUNCEMENT OF RESULTS for the half-year ended 31 Becember 2002

5.4 Asset growth (continued)

Total loans, including securitised assets, rose by 11.5% to $23.9 billion over the 12 months to December,
compared with overall industry credit growth of 11.2%, according fo statistics from the Reserve Bank of
Australia. Lending growth was strongest in NSW, where disbursements increased by 41% to $1.14 billion,
and total assets rose by 23% 1o $3.63 billion. Asset growth also was strong in Victoria and Wesiern Austfralia,
with intersiate assets now accounting for almost a third of the total portfolio.

Commercial Lending
The strongest growth in assets was in the commercial market, where assets increased by 16% to $9.1
billion, due to buoyant property development markets, the sirong domestic economy and low interest rates.

The Development Finance porifolic grew by 24% due fo strong activity in unif and fown house developments,
particularly in South East Queensiand. Property Investment lending, which is mainly for commercial
properties such as shopping centres, factories and office buildings, achieved growth of 11%, driven by strong
invesiment flows into property as a result of the low interest rate environment and volatile equity markets.

Commercial Loans, including Agribusiness, rose by 19.3% fo $3.8 billion. Lending for commercial projects
has remained strong, especially in Queensland, due to the strength of the commercial secior. Agribusiness
lending grew by 13%, despite the drought conditions affecting much of rural Australia. Profitability in the
Agribusiness sector remains heaithy, underpinned by sfrong security values.

Leasing Finance grew by 9.5% to $1.68 billion assisted by strong disbursement evels and steady growth in
sales of motor cars and trucks, which make up the bulk of the porifolio.

Housing Lending

Housing lending grew by 8.4%, including securitised assets, which was slower than indusiry growth rates.
Suncorp traditionally has been stronger in the owner-occupied and first home buyer segments of the market
which have slowed in the past six months. The market was affecied by the first home buyers scheme, which
pulled activity forward into earlier periods. Much of the activity driving the market has now moved into the
invesior segment and renovation lending, where Suncorp has had a lower market profile.

Another feature of the market during the past year has been the strong growth of broker written business,
which is a sales channel in which the company has a smaller presence. While we have grown sales via
intermediaries, the growth is off a small base. YWe have focused on distribution via proprietary channels in
order to maintain margins, rather than aggressively pursuing volume.

Lending through the group’s LJ Hooker real estate network was strong, with assets increasing by one-third to
approximately $80C million. Lending through the group's proprietary distribution network was stable
compared with prior years, but still accounts for more than 75% of home lending assets.

New iniiatives are being infroduced which are aimed at lifting home lending through a focus on retention and
improved service.

5.5 Securitisation of loans

Qutstanding securitised assets totalled $1.08 billion at the end of December 2002, up from $525 million at
June 2002 pecause of a $750 million issue completed in August 2002. Further securitisations are planned
for the current half and will continue to provide a source of funds for the group.
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SUNCORP-METWAY LTD and controlled entities
ANNOUNCEMENT OF RESULTS for the half-year ended 31 Becember 2002

5.6 Netinterestincome

Net interest income rose by 7% to $285 million during the half year, with increased lending volumes and a
relatively stable interest rate environment the main drivers for the increase.

Net interest margins have held up strongly at 2.37% during the six months {o December, compared with
2.33% at June. The margin cutcome also compares o the December 2001 mark of 2.38%, which enjoyed a
& basis point benefit from the use of funds raised to purchase GiO. The funds were held on the Suncorp
balance sheet for three months prior to settlement.

The underlying increase in margin was fargely due 1o increases in official interest rates in May and June.
Spreads increased to 2.14% from 2.13% at June and 2.11% at December 2001. Higher interest rales also
increased the value of the free funds and capital on the balance sheet.

5.7 Bank fee income

Net bank fee income rose by 23% to $85 million compared to {he previous December, boosted by a increase
in securitisation income from $1.1 million to $8.6 million in the haif. Improvements in fee collection, with
reductions in waivers and rebates, also generated a significant increase in fee revenues.

5.8 Operating expenses

Operating expenses totalied $189 million, up $18 million. This was targely due to higher business volumes
and cost inflation. Approximately $5 milion was due to the costs associated with the interstate expansion of
the branch network. GIO’s 38 branches and Suncorp’s 8 branches are being integrated to create 40 new
oullets, including 35 Alffinanz stores. More than half of these conversions were completed in the period.
Revenue gains from this investment have yet to flow through fo the profit and loss account.

5.9 Bad and doubtful debts

Half-Year Ended
Jun-02  Bee-01  Jun-01 Dec-02 vs
$m $m $m Dec-01 %
Charge for bad and doubifuf debis
General provision for impaiment 5 - - nfa
Specific provision for impairment 21 14 21 78.8
28 14 21 857

The charge for bad and doubtful debts was $26 million for the half vear which was in line with the result for
the six months fo June 2002 and an increase of $12 million on the unusually low levels of December 2001.
The increase was mainly due to a $9 millicn increase in provisions for a single larger manufaciuring loan,
which has now been written off.

As a proportion of average loans, advances and other receivables, the bad debt charge amounts to 23.0
basis points, down from 24.1 basis points at June, and well below major bank average of 32 basis points.
This confirms the high credit quality of the portfolio and reflects the higher relative proportion of low risk
housing loans in the ioan book. Home mortgages constitute 55% of assets, excluding securitised loans. The
portfclio also has a relatively low exposure to higher risk segmenis such as credit cards and unsecured
personat loans.

QOveralt credit quality remains sound, with gross impaired asseis falling 10% to $146 million, compared with
$162 million at December 2001. Impaired asseis as a percentage of gross loans and receivables reduced o
0.65%.
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SUNCORP-METWAY LTD and controlled entities

ANNOUNCEMENT OF RESULTS for the half-year ended 31 Becember 2002

5.10 Impaired assets

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

Gross impaired assels

interesireserved

Netbalances

Specific provision for impairment

Net impaired assets

Details of size of gross impaired assets

Less than one million

Greater than one million butiess than ten million
Greatar than ten million

Past due joans not shown as impaired assets
impaired assets do not include tnans accruing interest which are in
arrears 90 days or more where the loans are well secured,

Interesi revenue continues to be recognised in the statement of
operating profit The value of pastdue loans is

Interest income forgone on impaired assets
Netinterestcharged but nof recognised as revenue in the siatement
of operating profit during the halb-year was

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

Netinterestcharged and recognised as revenue in the
statement of aperating profit during the halfyear was

Analysis of movements in impaired assets
Balance at the beginning of the half-year
Recognition of new impaired asseis and increases in
previously recognised impaired assels
impaired assets writlen off during the haltyear
impaired assets which have been restated as performing assets
Balance at the end of the half-year

Gross impaired assels as a perceniage of gross loans,
advances and other receivables (%)

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

Hailf-Year Ended

» Jun02 Dec-01 Jun04 Dec-02 vs
$m Sm Sm Dec-01 %
78 56 80 (31.8)
50 96 49 52
1268 162 129 (9.9)
¢16) (7 {15} {23.5)
110 145 114 (8.3)
{27) (24} {33) {33.3)
83 121 81 {3.3)
40 50 48 (4.0}
58 74 70 324
28 38 11 {100.0)
128 162 129 (9.9)
104 o1 el 558
7 7 7 {14.3)

4 4 3 (25.0)
162 129 130 (2.3)
18 77 25 {6.5)
{21) (25) £18) 600
{33) {19} (7 {36.8}
128 162 129 (9.9)
0.57 0.77 0.65 (15.4)
1.04 1.20 1.14 {10.0)
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ANNOUNCEMENT OF RESULTS for the half-year ended 31 Becember 2002

5.11 Provision for impairment

Half-Year Ended
Jun-02 Dec-01 JunOt Dec-B2vs
$m $m $m Bec-01 %
General provision
Balance at the beginning of the period g2 92 gz 54
Charge against statement of operating profit 5 - - nla
Balance at the end of the period g7 92 gz 8.5
Specific provision
Balance at the beginning of the period 24 33 31 {18.2}
Charge against statement of operating profit
new and increased provisions 30 2t 25 333
write back of provisions no longer reguired £9) {7} {4) {671}
Net bad debts written-off {18 {23} {19 8.5
Balance at the end of the period 27 24 33 {33.3)
Total provision for impairment - banking activities 124 116 125 {1.7)
Jun2 Dec.dt  Jun0t
% % %
Provisions for impairment expressed as a
percentage of gross impaired assets less interest
reserved are as follows:
specific provision 245 16.6 280
total provision 1127 800 1097
General provision for impairment expressed as a percentage of risk
weighted assets, inclading off balance sheet positions 0.58 0.56 0.59

Qveralt provisioning levels remain prudent considering the makeup of the portfolio, the strong security
nosition of the company and low loss history. The general provision, at $98 million, is equivalent to 0.58% of
risk weighted assets, in line with prior periods. However, unlike the major banks, the general provision is only
nartially tax-effected. If the provision were fully tax effected, the provision would increase by $13 million to
aporoximately $111 million, which would be equal to 0.69% of risk weighted assels.

The specific provision reduced to $16 million during the period, due to write-offs being higher than new

provisions.

Total provisions are equivalent to 86% of gross impaired assets less interesi reserved, again refiecting the
relatively strong guality of impaired assets, with high levels of security underpinning the portfolio.
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5.12 Average banking assets and liabilities

ASSETS

Interast garning assets

Trading securitias

Gross [nans, advances and offter receivables
Other inferest eaming assets

Total interest earning assets

Non-interest earning assets
Provision for impairment

Properly, plant and equipmeant
Other financial assets

Total non-interest earning assets
TOTAL ASSETS

LIABILITIES

Interast bearing liabilities

Deposits and short term borrowings
Bends, notes and long tem borrowings
Subordinated notes "

Total interest bearing Habilities

Non-interest bearing liabilities
Other Babilities

Total non-interest bearing liabilities
TOTAL LIABILITIES

NET ASSETS

Analysis of interast margin and spread
Inferest eaming assels

interest bearing liabilities

Net interest sproad

Net interest margin

Notes:

Hailf-Year Ended 30 June 2002

Average Average
Balance Interest Rate
S $m %
1662 36 4.37
21,597 705 8.58
358 7 3.93
23618 748 8.38
{117}
173
2,259
2,315
25,833
18,348 372 4,08
3616 88 4.74
528 18 8.87
22482 475 4.28
481
481
22,873
2,860
23618 748 838
224892 475 4.26
213
23818 273 2.33

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

been charged to General Insurance. The principal has been notionally adjusted.
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5.12 Average banking assets and liabilities {continued)
Half-Year Ended 31 December 2001

Average Average
Balance interest Rata
$m $m %

ASSETS
Interast garning assets
Trading securitias 1716 41 474
Gross lnang, advances and ofher receivables 20,812 728 593
Other inferest eaming assefs 570 14 4 87
Total interest earning assets £3.088 783 572
Non-interest earning assets
Provision for impairment 121}
Properly, plant and equipmeant 162
Othar financial assets 1,796
Total non-interest earning assets 1.837
TOTAL ASSETS 24 8935
LIABILITIES
Interast bearing liabilities
Daposits and short term borrowings 18,317 412 4 45
Bonds, notes and long term borrowings 2.860 74 513
Subordinated notes " 533 20 7 44
Tota interest bearing labilities 21710 506 4 .81
Non-interest bearing liabilities
Othar liabitities 530
Total non-intergst bearing Habilities B30
TOTAL LIABILITIES 22,340
NET ASSETS Z£.585
Analysis of interest margin and spread
Inferest earning assets 23,088 783 B.72
inferest bearing Habilitios 21710 506 4 .81
Net interest sproad 211
Net interest margin 23,083 277 2.38

Interast spreads and net interest average marging may be analysed as follows:

Hailf-Year Ended 30 June 2001

Average Average
Balante Interest Rate
$m $m %
1,332 36 548
19,444 732 7.58
456 14 5.88
21272 782 7.41
{126}
135
1,148
1,158
22430
15,965 400 5,05
3,608 106 582
535 21 7.92
20,108 527 5.28
548
548
20,656
1,774
21272 782 741
20,108 527 528
212
21272 255 241

Half-Year Ended
Jun-52 Bec-81 Jun-01
% % Yo

Grogs inferest spread 216 214 218
inferest (foregonedrecoverad on impairad assets {0.03) {8.03} {3.06)
Netinterest spread 213 2.1 212
irdarest attibutable to net non-interest bearing asseis 0.20 0.27 0.29
Natinterest margin 2.33 2.38 241

Notes:

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

been charged to General Insurance. The principal has been notionally adjusted.
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5.13 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 rale
over the four half-yvears. 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 muliiplying the average asset and liabiliy balances by the change in average interest
rates, and adiust for 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 tsrm borrowings
Bonds, notes and long term borrowings
Subordinated notes

Change in interest expense

Change in net interest income

interest earning assets

Trading securities

Gross lgans, advances and other receivables
Other interest earning assets!”

Change in interest income

interest bearing liabilities

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

Change in interest expense

Change in net interest income

Notes:

1. Other interest earning assels is primarilymade up of cash atbank and cash clearing accounts.

Lec 01 vJun Ot
Changes due to:

Jun 2 vDec 0t
Changes due to:
Vohune Rate Total

$m $m $m

) (4) (8}
26 (50} (24}

(5 () (6}

20 (55) (35}

19 (8} 11

20 (51) 31}

Jun {1 vBDec 00
Changes due to:
Volume Rate Total

$m &m $m
4 (7} (3
30 (57) (27}
8 1 7

20 (65 23}

28 (37) (11}
4 (41 (7)
. (1} ()

30 (49) (18}

Volume Rate Total
$m Sm $m
10 {5} 5
51 {55} {4)
1 {1}
82 {613
56 (45) 11
@1y o @31
- {1} {1}
35 {56} {21}
27 {5) 22

T (14 @)
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5.14 Credit risk concentration

Industry exposures associated with each asset class are detailed with respect to the banking assets of the
consolidated entity {excluding intergroup funding of $605m, June 2002 $500 million, December 2001

3350 million}. Contingent liabiities represent credit commitments and guaraniees.

Risk concentrations by asset class as at 31 December 2002 are as follows:

Trading Investment Total Contingent Derivative Total
Securities  Securities Lending Liabilities Instruments
$m $m $m $m $m $m
Agribusiness - - 1994 17 - 2,011
Construction and development - - 1773 - - 1,773
Financial senices 2,057 2,068 157 21 485 4798
Hospiality - - 605 - - 805
Manufacturing - - 387 - - 357
Professional senices - - 569 - - 568
Propertty investment - - 2,516 - - 2518
Real estate - morigage - - 13,686 7gz - 14,448
Personal - - 504 - - 504
Government and public authorities - - 2 - - 2
Other commercial and indusirial - - 1.241 118 20 1,378
2,057 2,068 23.404 818 515 28,958
Receivables due from other inancial
instfitutions 17
Less securitised balances {1.087)
Total gross credit risk 27 B89
Risk concentrations by asset class as at 30 June 2002 are as follows:
Trading Investment Total Contingent Derivative Total
Securities  Securities Lending Liabilities Instruments
$m $m $m $m $m $m
Agribusiness - - 19826 - - 1828
Construction and development - - 1.608 134 - 1,743
Financial senices 1,358 2,067 154 - 5441 4 120
Hospiality - - 581 - - 581
Manufacturing - - 287 - - 387
Professional senices - - 565 - - 865
Propertty investment - - 2,401 - - 2,401
Real estate - morigage - - 13,180 575 - 13,7658
Personal - - 514 8 - 520
Government and public authorities 140 - 2 - - 142
Other commercial and indusirial - - 1.237 160 17 1414
1,488 2,087 22 566 875 558 27 564
Receivables due from other inancial
institutions 57
Less securitised balances {525}
Total gross credit risk 27 008
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5.14 Credit risk concentration {continued)

Risk concentrations by asset class as at 31 December 2001 are as follows:

Agribusiness

Construction and development
Financial services

Hospitality

Manufacturing

Professional senices

Propertty investment

Real estate - morigage
Personal

Government and public authorities
Other commercial and indusirial

Receivables due from other financial
institutions

Less securitised balances

Total gross credit risk

Trading Investment Total Contingent Derivative Total
Securities  Securities Lending Liabilities Instruments
$m $m $m $m $m $m
- . 1,824 - - 1.824
- - 1424 568 - 2,082
1,408 2,087 178 g 827 4,485
- - 885 - - 555
- - 374 - - 374
- - 752 - - 752
- - 2,225 - - 2,225
- - 12.458 544 - 13,102
- - 480 - - 480
295 - 2 21 - 318
- - 806 149 10 1,065
1,703 2,067 21.188 1,487 837 27 282
g
(103

27,188
I
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5.14 Credit risk concentration {continued)

Impaired asset concentrations by asset class as at 31 December 2002 are as follows:

Total Impaired Specific
Lending Assets Provision Write-offs Recoveries Net write-off
$m $m $m Em Sm $m
Agribusiness 1,994 78 7 - - -
Construciion and development 1,773 10 1 - 2 {2}
Financial services 157 - - - - -
Hospitality 508 13 1 1 - 1
Manufacturing 357 7 - 25 - 25
Professional senvices 589 g 1 - - -
Property investment 2,518 18 2 - - -
Real estate morigage 13,686 3 1 2 - 2
Personal 504 - 1 10 1 g
Government and public authoriies 2 - - - - -
Other commercial and industrial 1.241 13 2 2 1 1
23,404 1486 16 40 4 38
Impaired asset concentrations by asset class as at 30 June 2002 are as foliows:
Total Impaired Specific
Lending Assets Provision Write-offs Recoveries Net write-off
$m §m $m Em §m §m
Agribusiness 1,826 47 2 1 - 1
Construction and development 1,609 7 1 2 - 2
Financial services 154 - - - - -
Hospitality 581 8 1 3 2 1
Manufacturing 387 35 16 4 - 4
Professional sernvices 585 3 1 7 7
Property investment 2,401 17 2 3 - 3
Real estate morigage 13,180 4 2 3 - 3
Personal 514 - 1 17 2 15
Government and public authoriies 2 - - - - -
Other commercial and industrial 1,237 7 1 5] 1 5
22,566 128 27 48 5 41
Impaired asset concentrations by asset class as at 31 December 2001 are as follows:
Total Impaired Specific
Lending Assets Provision Write-offs Recoveries Net write-off
SN SN M M &M &M
Agribusiness 1.824 43 2 1 - 1
Construction and development 1424 13 2 1 - 1
Financial services 178 - - - -
Hospitality 555 2] 3 - - -
Manufacturing 374 34 2 3 - 3
Professional sernvices 752 1 5 - 5]
Property investment 2,225 31 4 1 - 1
Real estate morigage 12,458 5 2 1 - 1
Personal 480 - 2 8 4 7
Government and public authoriies 2 - - - - -
Other commercial and industrial 806 23 5] 5 1 4
21,188 152 24 25 2 23
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5.15 Funding

Jun-02 Dec-01  Jun-01 Dec-02vs

$m $m $m Dec-01 %
Deposits and short term borrowings unsecured
Call deposits 5,960 5,508 5,084 17.2
Term deposits 5,166 4 0938 4 544 9.8
Short term securities issued 4,286 4,942 5,329 {126)
Euro commercial paper 1,375 638 B27 2379
Long term securities issuad maturing within 12 months 2,052 2,208 1773 142
Total deposits and short term borrowings 18,839 18,234 17,257 145
Bonds, notes and long term borrowings
Secured
Long term securities issuad - 2 - {100.0)
Unsecured
Long term securities issuad
Domestic 1,081 1,324 1,085 {23.3)
Offshore 2,871 2,328 1,845 {24.5)
3,952 3,650 3,030 {24.0)
Total bonds, notes and long term borrowings 3,952 3.652 3,030 {24.1)
Total funding 2279 21,886 20287 8.0
Represented by:
Retail 11,719 10,837 10,1258 164
Wholesale 11,072 11,048 10,182 {0.2)
Total 22701 21,8868 20287 8.0

Total funding increased by 8.0% to $23.8 billion, with retail funding rising by 16.4% to $12.8 billion and
wholesale funding steady at $11.0 billion.

Financial market uncertainty has led customers to prefer bank deposits, contributing to an inflow of funds,
particularly into management accounts and term deposits. Significant growth continued within the business
denosit market due fo product and promotional initiatives.

A $750 million morigage securitisation which took place in August 2002 curtailed the requirement for
wholesale funding.
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5.16 Capital adequacy

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

CONSOLIDATED BANKING CAPITAL
Tier 1
Share capital 2977 2,780 1,585
Converting capital notes - - 558
Preconversion resene 13 13 13
Retained profits 200 170 137
Less infangibles {25} £35) {35
Less intangible component of invesimentin non-banking

subsidiaries 1,203} {1,191) {168)
Less net fulure income taxbenefit - - -
Total tier 1 capital 1,782 1,717 2,082
Tier 2
Asset revaluation reserne B 8 g
General provision for doubtful debis 84 81 86
Subordinated notes 622 625 365
Perpetual subordinated notes 170 170 170
Total tier 2 capital 884 884 523
Tier 1 plus tier 2 capital 2 646 2,601 2715
Less investments in non-banking subsidiaries (net of intangible

component deducted from Tier 1} (859} {871) {511
Less guarantees and facllities to non-banking subsidiaries {10} {10} {10}
Capital base 1777 1,720 2,164

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

RECONCILIATION OF DEDUCTION FOR INVESTMENTS

IN SUBSIDIARIES
Investment sesurities - Assets and liabilities - Banking {page 15 : 2,087 2,087 882
Less intangible component deducted from Tier 1 capital

- non-banking subsidiaries {1,203 {1,191} {168}
Less non-subsidiary investment securities {5} {5) (5]
Daducton from fotal capital for imestment in subsidiaries B589 871 511

In accordance with APRA capital adequacy reguirements, the consolidated banking position includes only
those subsidiaries involved in the conduct of the banking cperations. The book vailue of the investment in
non-banking subsidiaries is required to be deducted from total capital, except for the goodwill component

of the investment that must be deducted from Tier 1 capital.

Reconciliation of banking retained earnings for capital adequacy

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

Refained earnings banking by halfyear
Retained eamings opening for the hatfyear 170 137 152
Opening refained profit adjustments {7} {12) 4
Add banking profit afier fax for the halfyear 109 115 101
Less dividend expense/faccerual {158) {140) {163
Less capital notes distribulion net of fax - - {17}
Add dividends from non-banking subsidiaries 86 70 -
Retained eamings closing for the halfyear 2030 170 137
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5.16 Capital adeqguacy {continued)

RISK WEIGHTED ASSETS AND CFF BALANCE SHEET POSITIONS

g Value Risk
Jun-02  Weights Jun-02 Dec-01  Jun-81
$m Ya $m $m $m

Assets
Cash, claims on Reserve Bank of Austratia,

short term claims on Australian Commonwealih

Government and other iquid assets 113 0% - - -
Claims on banks and local governments 591 20% 118 g 25
Loans secured againsi residential housing 13,041 50% 6521 63500 5843
Alf other assetls 9211 100% g211t B555 8468
Total banking assets 22 956 16,850 14,914 14,338

Notional Credit Risk Weighted Balance
Risk
Weights Jun-02 Dec-01  Jun-61
$m $m $m

Cif balance sheet positions
Guaranteses entered into in the

normat colrse of business 20-100% 84 61 78
Commitments to provde loans

and advances 0-100% 838 1,123 978
Capitat commitments 100% - 1 1
Foreign exchange contracts 20-50% 98 156 163
Imterest rate contracts 20-50% 22 18 1B
Total off balance sheet positions 822 1,358 1,234
Market risk capital charge 107 g1 91

Total risk welghted assets 18850 14914 14338

Total assessed risk 16779 16364 158661

Risk weighted capital ratios Yo % Y
Tier 1 105 105 134
Tier 2 53 5.4 40
Beductions (5.2} {5.4) {34}

108 105 148
Notes:

1. Total banking asseis differ from barking segment assels due to the adoptfion of the Australian Prudential Regulation Authorly's
{APRA} classification of infangible assets, deferred taxation, non-gualifying shareholdings in other entities and general provision for
impairment for capital adeguacy purposes.

The capital posiion of the bank does not include any allowance for interim dividends that may be declared
by the general insurance companies {SMIL} in relaticn fo the first half.

A new accounting standard does not aliow dividends fo be provided until they are declared. As a
conseguence, the bank cannot recognise income from dividends expected from SMIL until they are declared
by SMiIL. On the other hand, APRA requires dividends expected to be paid by the bank o be deducted from
capital for capital adequacy purposes.

Subsequent to 31 December 2002, the directors of SMIL have declared a dividend of $70 milion. Had that
dividend receivable been recognised by SML at 31 December 2002, the capital adequacy ratic would have
been 10.4%.
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6 SEGMENT INFORMATION — GENERAL INSURANCE

The General Insurance division achieved a sfrong
67% Increase in pre-fax profit to $72 million from
the prior corresponding period.

The result was driven by the benefits of the GIO
integration and significant increases in premium
reverue.

These factors confributed to a 90.5% increase in
the insurance frading resulf to $80 million,
equivalent to 8% of net premium.

A feature of the result was a strong improvement
in the expense ratio o 22.1%, from 24.4% at
December 2001, and 25.4% at June 2002, as a
result of the gains being made integrating the GIO
operations and realising the benefits of the
Transformation program.

Other income in the General Insurance resul
increased from $8 million fo $18 million. This
includes profits from the Managed Schemes
business and the group’s interesis in insurance
joint ventures with motoring clubs in Queensiand
and Scuth Ausiralia.

The division's operational insurance earnings
therefore increased by 98% fo $98 million.

This was reduced by investment returns on
shareholders funds, which fell to a loss of $17
million, from a loss of 33 million in the prior
corresponding period.

GI10 integration

L

The GIO integration process, called
Transformation, is progressing according 1o
schedule, with total cumulative synergies and
benefits in the general insurance division expected
to reach $233 million annually by the completion of
the program. {The other $7 million of the total
$240 million in Transformation savings are in
Baniking and Wealth Management.)

By the end of December 2002, the annualised
value of the changes which had been
implemented through Transformation in the
General Insurance business totalled $199 million.

This was made up of $30 milion in claims, $30
million in revenue and $139 million in expenses.

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

82

Jun-01 Dec-1 Jun-02 Dec-02

insurance Trading Resuit
(half-year, $m)

71

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

Expense ratio (%)

4.4 25.4

221

Jun-01 Dec-01 Jun-02 Dec-02
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GI0 integration {Continued)

L

The following chart shows the incremental profit
impact of Transformation iniialives from half year
to half year. 1t shows that Transformation
initiatives increased Gl profit by $17 million in the
June half of 2002, compared to the prior
Cecember half and then an incremenial $44
million in the December half of 2002, compared
with the preceding June half of 2002. These
figures are net of implementalion costs.
Transformation is forecast to deliver an additional
$20 million to the profit resul in the current haif.

P & L Impact of Transformation

{General Insurance division only)

a7

Dee-014 Jun-02 Dec-02 Jun-03
Forecast

incremental effect in half year
A Achieved in prior periods

The following table gives an allocation of the
incremental profit impact between revenue, claims
and operating expenses as follows:

Transformation initiatives Dec-02 Jun-02
$m $m
Revenue 14 1
Claims - 3]
Expenses 35 20
Benefits 49 28
Implementation expenses {5) {9

Net profit and loss 44 17
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6.1 Profit contribution - General Insurance

Net earned premium

Premium revenue
Cutwards reinsurance axpanse

Net incurred claims
Claims expense
Reinsurance and other recoveries revenue

Gross Operating expenses
Acquisition costs !
Cther undenwriting expenses

Reinsurance commission income
Net Operating expenses
Underwriting result

Investrment revenue - msurance provisions
Interest, dividends, rent, el

Realised gains/Alosses) on invesiments
Unrealised gainsflosses) on invesiments

Insurance trading result

Managed schemes income
Managed schemes expenses

Joint venture income

Profit contribution - Total nsurance
operational earnings

Investrment revene - shareholder funds
Interest, gividends, rent, el

Realised gainsAlosses) on invesimeants
Unrealised gainsflosses)on invesiments
Cther revenue 9

Other expenses

Contribution to profit from general insurance

activities before tax and GIO funding
Subordinated debt expense - GIO acquisition

Contribution to profit hefore tax from
general insurance activities

Notgs:

Half-Year Ended

Exe GIO
Jun-02  Dec-0t  Jun-{1 Dec-02 vs
$m $m $m Dec-01 %
1,002 948 400 137
{813 {7 {28} 4.3
g21 878 371 14.5
(849} {848} {437y 151
160 128 g7 {141}
(B89 {720 {340} 20.3
{124} {114} {38) 70
{1203 {113} {88} {4.4}
(244} {227 {104} 1.3
10 13 3 {385}
(234} {214} {101} 37
{2) {58) {7 48,8
g2 g2 &8 238
{283 7 {10} 2428
7 1 13 260300
73 100 71 65.0
71 42 1 a0.5
54 62 - 16
{58 {543 - {9.3)
) - - nia
74 50 1 a8.0
23 32 23 {34 4}
13 {4 {13} 17540
31y {23 70 304
5 1 4 600.0
(73 ) {3} (558}
3 3 81 4687
77 47 az 723
(10) (4 - 1250
67 43 az 67.4

1. Net of certain statutory fees and charges included in income and expenses in the Consolfidated Financial Report.

2. Other revenue consists mainly of allbeated service fee revenues.

3. Other expanses is primarily made up of investment management expenses.
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6.2 Profit contribution {(excluding discount rate adjustment)

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

Movements in market interest rates, which are outside the company’s control, have a significant effect on the
profit and loss accounts.

Because outstanding claims are discounted fo present value using market interest rates, movements in
these interest rates therefore affect claims expense in any period.

However, outstanding claims reserves, which are the funds held in reserve to pay oufstanding 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 the impact of these movemenis, and gain a better understanding of the underlying claims and
underwriting performance, we have produced the following table, which removes discount rate effects from
claims expense and investment income on claims reserves. This causes an adjustment to the underwriting
result, but has no impact on the insurance trading result.

Half-Year Ended
Exec GIO
Jun-02  Dee¢-01 Jun01 Dec-0Zvs
$m $m $m Dec-01 %
Netearned premium 921 876 371 145
Netincurred claims {705} {8886} {338} 112
Operating expenses (234) {214) {101} 3.7
Underwriting result {183 {34) {89 {120.8}
Investment revenue - insurance provisions 89 78 70 {3.9}
Insurance trading result it 42 1 80.5
Managed schemes income 54 82 - 18
Managed schemes expenses {583 {54) - {9.3}
Joint venture income 5 - - nfa
Profit contribution - Total insurance
operational earnings 74 50 1 860
Investment revenue - shareholder funds 3 {3 a1 468.7
Contribution to profit from general insurance
activities before tax and GIO funding 77 47 a2 723
Subordinated debt expense - GIO acquisition 1 {43 - 125.0
Contribution to profit before tax from
general insurance activitics 67 43 az 87.4
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6.3 General insurance statistics

Half-Year Ended
Exe GIO
Jun-82  DBec-Bt Jun-01
% % %

Inctuding discournd rate adjustment
Expense ratio (%)

Loss ratio (%)

Combined operating ratio (%)
Insurance frading ratio (%)

254 24.4 272
748 B2.2 8186
100.2 106.6 118.8
7.7 438 0.3

Excluding discount rate adjustment
Expense ratio (%)

Loss ratio (%)

Combined operating ratio (%}
Insurance frading ratio (%)

254 24.4 272
78.5 785 814
1018 103.8 1188
7.7 4.8 0.3

Refer page 47 for ratic definitions. These ratios relate {o the group’s insurance trading operations and do not
include other revenues on the general insurance profit centribution, such as income from Managed Scheme
business or the equity accounted contribution from the group’s 50% interest in motoring club joint ventures.

6.4 Assets and liabilities - General Insurance

Ex¢ GIO
Jun-02 Deeg-01 Jun01 Dec-0Zvs
$m $m $m Dec-01 %
Assets
Cash and Hguid assels 588 808 101 {30.3)
Investment securities 4,387 4,405 3,096 17
Investments in associates 88 a0 - 38
Receivables 1,070 923 304 1258
Property, plant and equipment 27 28 - {786}
Deferred tax assets 84 104 26 {36.5}
Intangible agssets 8954 973 - {4.4}
Other financial assets'™ 219 243 88 {4.8)
Total assets 1423 7,364 3,505 2.2
Liabilities
Interest bearing liabilites 36 35 - {114}
Payables 528 527 337 {(11.2)
Currentincome tax liabilities 14 17 1 {5.9}
Provisions 113 129 70 B2.0)
Deferred taxliabilities 87 a9 80 {315}
Cutstanding claims and unearned premium provsions 4577 4,453 2,328 7.8
Total liabilities 5,355 5250 2827 33
Nef assets 2,068 2,114 768 {0.7}
Notes:

1. Other financial assets is primarily made up of acorued interest and deferred acquisition costs.
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6.5 Profit overview

Net earned premium

Net earnad premium increased 15% to $1.0 billion due to a combination of favourable pricing conditions and
increased business volumes in some segmentis.

Business volumes increased by 4.1% in the former Suncorp general insurance business, led by solid growth
in personal lines risks in force. GIO business volumes eased by 3%, due parily to adjustments in portfolio mix.

For the general insurance business as a whole, the strongest premium growth was recorded in the
commercial insurance segment, which increased revenue by 40% to $215 million. Approximately $30 million
of this was due io the delayed transfer of an AMP commercial insurance book acquired as part of the GIO
acquisition. While the GIO acquisifion fook effect from July 2001, the transfer of some commercial business
was deferred until Geiober 2001 in order fo complete the separation of associated business which AMP was
retaining. Premium revenue from this source during this three months was not included in the Suncorp
premium revenue for this period.

Commercial premium revenue otherwise increased by $31 million due fo subsiantial increases in rates, and
was despife withdrawal from certain segments of the Commercial market.

Workers compensation premium revenues also increased strongly, rising 25% to $74 million. Under the terms
of some workers compensation business, premium income can be adjusted retrospectively depending on
claims experience cuicomes. This led to increases in premium during the period to December 2002,

CTP revenues rose by 11% to $235 million, due fo portfolio growth in both NSW and Queensland. CTP
premium rates in the Queensland and NSW statutory schemes moved during the period, adjusted in
accordance with claims costs and experience. in NSW prices reduced, while in Queensland prices increased.

Revenue in Home insurance increased by 6% to $185 million, while Motor revenues rose by 4% to $295
million.

Half-Year Ended
Ex¢ GIO
Jun-02  Bec-01  Jun-01 Doec-02 vs
$m $m $m Dec-01 %
Net earmned premium

cTe 217 212 153 10.8
Home 158 156 58 58
Motor 300 284 a0 38
Commercial 185 154 89 388
Workers compensation 82 59 - 254
Other {1} 11 - 727
821 876 371 14 .5

Reinsurance

Reinsurance expense increased $3 million from the prior corresponding period to $73 million. While
reinsurance prices across the indusiry have increased significanily during the past 12 months, due in part fo
the impact of the September 11 terrorist aftack in New York, Suncorp’s reinsurance costs have been
contained through the aggregation of the Suncorp and GIO reinsurance programs from July 2002,

In recognition of the combined Group’'s capital base and the hardening of the reinsurance market, event
retentions were increased in July 2002 from previcus levels which had been unusually fow. The retention
level in the group’'s property catastrophe reinsurance program has been increased to $50 million, while the
total cover has been increased to $1.0 billion.
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6.5 Profit overview {continued)
Claims expense

Net incurred claims increased by 20% to $866 million, however this was affected by reductions in discount
rates which are applied fo future claims liabilities to bring them to present value. Discount rates fell by
approximately 0.9 percentage poinis across the portfolio.

The movement in discount rates led to higher cuistanding claims valuations and therefore increased claims
expense by $92 million. (As stated previously, this is offset by the impact of interest rates on investment
refurns on technical provisions, and therefore has no effect on the insurance trading profit.) in the prior
corresponding period, reductions in discount rates led to a $24 million increase in claims expense.

Removing the impact of discount rate movements, claims expense increased by 11% to $774 million. (See
table 8.2 on page 33). This was due {fo the following three factors:

1} Growth in the portfolio. New business contributed to 2 14.5% increase in premium revenue in the period,
and this also caused a commensurate increase in claims expense.

2} Claims experience. Qverall claims experience during the period was reasonably stable, although there
were a number of smaller bushfires and some minor storms during the half year. Claims costs in the
current half year {o June 2003 will be affected by the recent Canberra bushfires, which gave rise to claims
worth an estimated $30 milion.

3} Other movements in valuations, actuarial assumptions and claims duration. These led {0 a net $20 million
reduction in ¢claims expense. Inflation rates applied {0 estimated fuiure claims were unchanged. included
amongst the valuation movemenis was an increase in provisions for future claims related to dust
diseases in a GIO Workers Compensation portfolio which is now being run off.

The combiration of these factors caused the loss ratio, excluding discount rate adjustments, to reduce to
77.2% from 78.5% at December 2001, slightly higher than the 76.5% level recorded at June 2002.

Outstanding claims and unearned premium provisions

Exc GIO

un-02  DPec-01  Jun01 Bec-02 vs
$m $m $m Dec-01 %

Expected future claims payments
Undiscounted 4241 4,020 2,283 6.2
Present value discounted {784) {6828} {348} {8}
Quistanding claims 3,457 3,391 1,815 7.5
Unearned premiums 1,120 1,082 414 B8
Total outstanding claims and unearned premium provisions 4577 4453 2329 78
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6.5 Profit overview {continued)
Operating expenses

Operating expenses have remained consistent
with prior year and have fallen from the June 2002
half. This is largely due to the Transformation
program and other integralion benefits, which
delivered a $30 million reduction in operating
expenses in the period {affer implementation
costs} compared with the immediately preceding
June half. This was on top of an 311 million
reduction in the Juns half over the prior six
months to December 2001.

The following chart sefs out the incremental
impact of Transformation on operating expenses.

Expense savings

Net of impiementation costs ($m)

65

48

Dac-01 Jun-02 Dec-02 Jun-03
Forecast

Incremental effect in half year
m Achieved in prior pernads

This chart shows a combined $41 million
reduction in expenses at December 2002,
compared with December 2001. Net operating
expenses rose by 3.7% to $222 million.

The containment of the expense ling, despie
increases in premium revenue, led to a reduction
in the expense ratio fo 22.1%, compared with
24 4% at the previous December and 25.4% at
June.

Underwriting resuit

The underwriting result based on the statutory
accounting reporting format is a loss of $85
million. However, as explained above, this is
affected by movements in interest rates.
Eliminating the impact of these movements, the
underlying underwriting result is a profif of §7
million, which is more indicalive of insurance
trading performance.
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6.6 Investments
Allocation of investments held against:

Exe GIO
Jun-02  Dec-01  Jun-01
$m $m $m

Insurance provisions
Cash and shortterm deposits 1,158 808 447
Fixed interest 2,540 2878 1604
Australian Equities - 165 178
Properly - 108 138
Infrastructure - 11

3,688 3,798 2,387

Shareholder funds

Cash and shortterm deposits 54 61 -
Fixed interest 178 130 -
Australian Equities 844 8638 714
Properly 112 B4 g6
Infrastructure 3 7 -
1,201 1,150 810
Exe GIO
Jun-02 DBec-0t  Jun-01
%o % g

Insurance provigsions

Cash and shortterm deposits 31% 21% 18%

Fixed interest 88% 71% 68%
Australian Equifies - 5% 7%
Properly - 3% 8%
Infrastructure - - -
100% 100% 100%
Shareholder funds
Cash and shortterm deposiis 5% 5% -
Fixed interest 15% 11% -
Austratian Equities T0% 76% B8%
Froperty 10% 7% 12%
Infrastructure - 1%

100% 100% 100%

investment income on technical provisions

Investment income on insurance provisions increased by 65% to $16% million due mainly to capital gains
arising from movements in interest rates. Realised and unrealised gains on investments {otalled $51 million,
from $8 million af December 2001. As noted above, the ingreased investment return on technical provisions
offsets the increase in claims expense arising from increases in discount rates. If the impact of movements in
inferest rates is eliminated, the investment income on technical provisions reduces to $73 million, down 3.9%
on the pricr corresponding pericd. The reduction is due to lower than expected active refurns on fixed
interest securities (negative $10 million).

insurance Trading Result

The Insurance Trading Result therefore increased by 90.5% to $80 million, equivalent to an insurance
trading margin of 8.0%.

Other income

The Managed Scheme contribution inciudes non-underwritten workers compensation business and the Seif
Insurance Solutions business, in which we manage self-insurance schemes for other organisations.
Confribution from this area increased from $8 million to $14 million.
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6.6 Investments {continued)
Other income (Continued}

Joint venture income is the equity accounted contribution from the group’s 50% shares in the RACQ
insurance business in Queensland and the RAA insurance businesses in South Australia. The contribution
was $4 million in the six months to December 2002. Given the timing of the acquisifion, there was no
contribution in the prior corresponding period.

invesiment Income on Sharehoiders Funds.

Invesimenit income on shareholder funds returned a loss of $17 million compared with a prior vear loss of $3
million. The sharehoider fund is 85% invested in Australian equities. Australian equities, as a whole, lost
4.54% during the period, as measured by the ASX 200 benchmark, but Suncorp’s equities team managed to
achieve a 0.92% active return, reducing the loss to 3.62%.

6.7 Capital/solvency

New system (minimum capital ratio)

Under the prudential standards effective from 1 July 2002, the solvency test has been replaced by a
minimum capital requirement {(MCR) that is calculated by assessing the risks inherent in the business, which
comprise:

« The risk that the provision for oulstanding claims is not sufficient fo meet the obligations fo policy holders
arising from losses incurred up fo the reporiing date (outstanding claims risk};

+ The risk that the unearned premium account is insufficient {o meet the obligations to policy holders
arising from losses incurred after the reporting date on existing policies {premium liabilifies risk};

« The risk that the value of assets is diminished (investment risk};

+ The risk of a catastrophe giving rise o major claims losses up o the refention amount under existing
reinsurance arrangements {catastrophe risk).

These risks are quantified to determine the minimum capital 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 risk in excess of the amount reguired to provide a level of sufficiency at
75% is classified as capital. At 31 December 2002 the consolidated general insurance business has a
strong capifal position at 1.5 imes the minimum requirement, caiculated as follows:

Jun-02
{$m}

APRA capital hase 1,189

Cutstanding claims risk capital charge 309
Premium liabiliies risk capital charge 167
Totat insurance risk capital charge 566
Investment risk capital charge 231
Catastrophe risk capital charge 50
Total minimum capital requirement a47
MCR cowerage ratio 140%
Oid system (sclvency ratio)
The fcllowing table sets out the general insurance sclvency ratio based on the system in force during
previous half-years.

_ Exc GIO

: Jun-02 Bec-0t Jun-0t
Adjusted Net Tangible Assets (dm) 975 989 755
Reguired Solvency Margin, being 15% of net outstanding claims provisions (3m 4789 468 278
Solvency Surplus ($m) 488 521 477
Solvency Cowverage 204 211 271
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7 SEGMENT INFORMATION — WEALTH MANAGEMENT

Overview

» The Wealth Management division recorded profit
before tax of $17 million in the haif year to
December 2002, comparad with a profit of $36
milion in the prior corresponding period.

Wealth management operating profit before tax
{half-year, $m}

»  The result for December 2001 benefited from a one- 38
off profit of $8 million associated with the sale and
restructure of the group’s property porticlio.

» Exciuding this one-off gain, the $17 million profit for
the December half compares with a $28 million
profit in the previous December half, and a $22
million profit in the six months fo June 2002,

»  The reduction in profit for the December 2002 half-
year is largely due to weaker invesiment returns,
lower planned profits and a fall in valuation of Life
Company subsidiaries {mainly due to the slowdown

of fund net inflows). Jun-01 Dec-01 Jun-02 Dec-02
»  Pre-tax profit in December 2001 had benefited from
a $3 million revaluation of the inforce book due to B Profit before tax @ One-offs
changes in actuarial assumptions. Life Company operating profit before tax
» Total new business sales for the half-year to {half-year, $m}
Cecember 2002 were $327 million, a decline of 39

5.8% on December 2001. New business sales
stabilised between June 2002 ($322 million} and
Cecember 2002.

»  The slowdown of fund inflows into the funds
management business has been evident across the
Australian funds management industry following
reductions in investment retums on equity markets.

»  The Wealth Management division profits can be
viewed in two parts: the Life company profits and ]
earnings from Funds Management cperations. Jun-o11 Dee-01 Jun-02 Dea-02

m Profi before tax One-offs

» The Life Company made a profit before tax of $13
miliion in the six months to December 2002,
compared o $22 million in the previous

corresponding period. The reduction in earnings Fund management operating profit
was due to lower expected future profitability of the before tax (haif-year, $m)
inforce business and lower investment earnings in 14

the statutory funds.

» Funds management recorded a pre-tax profit of $4
miliion in the six months to Degember 2002,
compared to $14 million in the ha¥f year to
December 2001. However, the prior December haif
included the $8 million one-off gain referred to
above. Excluding the gain, the 34 million profit in

the six months to December 2002 compares with 0

$5 million at December 2001, and $5 million at : '

June 2002 Jun-24 Dec-01 Jun-02 Pec-02
@ Profit before tax One-offs
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7.1 Profit overview
Contribution from Wealth Management activities excluding life insurance policy owners’ interests

Half-Year Ended Dec-02 vs
Jun-02 Dec-0t  Jun-01 Dec-01
$m $m $m Ye
Pianned profit margins 15 18 15 {12.5)
Experience profits 1 3 2 {100.0)
investment income con capital and retained earnings
Istatutory fund) - 1 9 -

Economic entitys interest in earnings of fife insurance

statutory funds 16 28 26 {25.0)
Other revenue'" 8 g 21 {44.4)
Operating expenses {7) {7} {8 -
Contribution to profit before tax from

activities in the Life Company 17 22 39 {40.9)
Fee income funds management 23 28 15 {21.4)
Cther expenses funds management {18) {14} {15) 288
Contribution to profit before tax from funds

managemaent activities 5 14 - {71.4)
Contribution to profit before tax from wealth

management activities 22 38 39 {52.8)
individually significant items and changes in

accounting policy - 8 13 {(100.0)

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

Life Company
Planned profits
Planned profits of $14 million in the half year o December 2002 were down by 12.5% compared with the

prior December half.

The reduction in planned profits is largely due o lower long-term earnings assumptions and lower investment
eamnings.

Experience profits

Experience profits were negligible in the year, with favourable claims experience offset by the negative
experience on investment earnings and surrender rates. This compares with an experience profit at
December 2001 of $3 million following a revaluation in the inforce book of business in that reporting period.

invesiment income
Investment income on capital and retained earnings in the statutory funds was steady at $1 million.
Investment returns exceeded benchmark retumns in most asset classes.

Other revenue
Other revenue consists of earnings generated from shareholder fund investment returns, revaluations of
investments in subsidiaries (embedded value) and management fees.

Other revenues declined from 38 million in December 2001 o $5 million in December 2002, The reduction
was due to lower investment refums on shareholders funds, and a $3 million fall in embedded value of a
subsidiary company.
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7.1 Profit overview {continued)
Other revenue (continued)

Shareholder funds invested in financial markets returned negative $0.7 million for the December 2002 half,
down $1 million on the previous corresponding period, due to weak investment markets. The maijority of
funds are invested in equities.

Changes fo 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 assels 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 retail unit trusts business. Negative investment earnings and
an outflow of unit frust business, due fo reduced returns in equity markets, resulted in a reduction of the
embedded vaiue of 33 million in the half year to December 2002. In the prior corresponding period, the
market value increased by $1 million. Combined, the valuation adjusiments result in a $4 million lower profit
contribution in the half-year to December 2002.

7.2 New business sales Life Company

Half-Year Ended Dec-02 vs
Jun-02 Bec-01 Jun-01 Dec-01
$m $m $m %o
Risk Sales 5 6 5 {(16.7y
Superannuation, Investment and
External Product Sales 324 341 341 (5.8}
Total sales new business 329 347 348 {5.8)

Total new business sales for the half-year to December 2002 were $327 million, a decline of 5.8% on
December 2001. Despite the fall in new business sales in the half-year comparisons, new business sales
have stabilised between June 2002 {$329 million} o December 2002.

7.3 Portfolio allocation of investments

Statutory funds
Jun-02 Pec-01 Jurn-01

% %o %o
Ecuities 36 35 35
Interest bearing securities 44 43 42
Property 19 20 21
Other directly held assets 1 2 2
100 100 100
Shareholder fund
Jun-02 Bec-01 Jun-01
%o %o %o
Ecuities 69 76 71
Interest bearing securities 28 21 19
Property 3 3 10
100 100 100
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7.4 Assets and liabilities — Wealth management

Assetls

Cash and liguid assels

Invesinents relating to life insurance business

Excess of net market value of interests in
subsidiaries over thelr recognised nef amounis

Loans, advances and other receivables

Deferred tax assets

Gross policy Habililes ceded under reinsurance

Cther assets!!

Total assets

Liabititias

Deposits and shortterm borrowings
Accounts payable and other Hablilities
Current income tax Hability

Provisions

Daferred tax liability

Life insurance policy liabilities
Urnvested policy holder retained benefits
Total liabilities

Net assets

Netassets Life Company

Net assets fund management
Total net assets

Notes:

1. Other assets is primarilymade up of Fund Managementimestments

Jun-02 Dec-01 Jun-01 Dec-02 vs
$m $m $m Dec-01 %
78 85 113 {56.9
3,162 3,155 2,999 (1.1)
16 15 13 {20.0)
83 49 47 14,3
3 2 - -
g 13 13 7.7}
5 3 1 300.0
3337 3,302 3,186 {(1.8)
g 18 g {B66.7}
38 33 32 12.%
{11} - 7 nfa
4 1 3 28000
33 48 52 {479}
2780 2704 2,651 {3.0)
271 302 247 50
3124 3,106 3.001 (2.1}
193 175 174 1.7
20 21 11 9.5
213 196 185 25

The above statement of assets and liabilities is in accordance with the requirements of accounting standard

AASB 1038 and accordingly includes the policy owners’ inferests.

The net assets of the shareholder's fund in the Life Company and subsidiaries {otal $26 million.

7.5 Embedded Value - Life Company

A valuation of the sharehoiders’ interests in the statutory funds, shareholder fund, and subsidiaries was

undertaken as at 31 December 2002.

Embedded Value at 31 December 2002

Discount rate (%)

Sharehotder Fund excluding subsidiaries ($m)
Value of Profits Net Assets
Value of iImputation Credits at 70% fult value

Statutory Funds {$m)
Value of Profits Net Assets
Value of iImputation Credits at 70% fult value

Subsidiaries ($m)
Value of Profits Net Assels
Value of iImputation Credits at 70% fult value

Total December 2002 {$m)
Total June 2002 {($m)

11.0%

248
45

14

326
375

12.0%

235
43

14

310
358

13.0%

224
40

14

295
342
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7.6 Value of new sales — Life Company
The table below shows the value, io shareholders, of new business written over the 6 months to 31
December 2002 (fogether with half-year figures). The values are based on:

« Margin On Services {MoS) value of profit margins (taking the shareholders’ 20% share for participating
products) for Statutory Fund business;

+« Embedded Value {ie discounted value of expected shareholder profits and associated imputation
credits) for Unit Trust business, written ouiside the Statutory Funds.

r Ended

Dec-t1
$m
Statutory Furkd new business: Present value of MOS profit marging * 85
* discount rates used were between 5% and 1% {2001 between 5% and 11%)
Unit Trust new business EV * 0.4

* discount rate used was 12.30% pa (2001: 12.25%)

7.7 Funds Management — Group Funds under Management

The group conducts investment management and other fiduciary activities as trustee, custodian or manager
for various investiment funds and frusis, Suncorp Life Insurance Statutory Funds, superannuation funds,
wholesale and retail unit frusts.

Funds Management profit was $4 million at December 2002, compared with $6 million in the prior
corresponding period {excluding an $8 million one-off profit for the sale and restructure of property portfolios
in the six months o December 2001).

Fee income in the half year o December 2002 increased by 32 million to $22 million (excluding the one-off
profit), but expenses relating to funds management activities increased by 34 million to $18 million during the
same period. This was partly due to start up expenses associated with the introduction of new funds
management products. Expenses have remained stable between June and December 2002,

Funds managed

Exec GIO Dec-02vs
Jun02 Dec-d1 Jun-0t Dec-01

$m $m $m %
General insurance 4 645 4,718 2,845 2.4
Life, superannuation and managed
investments 3,687 3622 3480 {1.6)
Other managed funds!" 1,172 832 779 53.2
9504 8168 7214 54
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7.7  Funds Management - Group Funds under Management {continued)

Funds Under Management Opening inflows Cutflows Investment Closing

balance income balance

Jul-02 Bec-02

$m $m $mn $m $m

Generat Insurance 4,645 1.174 1,138 148 4 828
Statutory Life & Superannuation 3,213 504 614 15 3118
External Wholasale 1,172 6853 520 (30) 1,278
Retail Unit Trusts 474 37 61 (5} 445
Total 9,504 2,368 2,331 128 9,667

Note: Asset switches between sub-funds have not been netted off.

Investment performance

A posilive investment return was recorded by the benchmark asset classes of cash, fixed interest and

property frusts, while both domesiic and international equity classes recorded negative returns, in the six

months to December 2002.

Suncorp outperformed #s benchmark in all asset classes but for domestic fixed interest.

Note General Insurance sharehoider funds do not include any exposure to international eguities.
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APPENDIX 1 — STATEMENT OF OPERATING PROFIT EXCLUDING LIFE
INSURANCE POLICY OWNERS’ INTEREST

Half-Year Ended
Exc GIO
Jun-02 BDec-01  Jun-01 Dec-02 vs
Sm $m $m Dec-01 %
Banking interestrevenue 741 773 768 6.2
Banking interest expense {458) {496) {514) 6.0
273 277 255 65
General msurance premium revenue 'V 1,002 o946 400 13.7
Reinsurance and other recowveries revenue 180 128 a7 {14.1}
Other revenue 60 73 93 (32.9)
Banking fee and commission revenue 8z 73 66 328
Banking fee and commission expense {24} {20} {17} 800
General insurance investment revenue
- insurance provisions 73 100 it 85.0
- managed schemes income {2} 8 - 750
- joint venture income 5 - - nfa
- shareholder funds 3 {3) 81 466.7
Total income from ordinary acfivities 1.641 1,582 1,046 113
Claims expense {849} {848) {437) 151
Cubwards reinsurance expense {B1} {70} {29) 4.3
Operating expenses from ordinary activities ™ (442} (411} (300} 54
Total expenses from ordinary actlivities {(1372) {1,328} {766) 115
Profit from ordinary activities before bad and
doubtful debis expense, GIO funding, amortisation
of goodwill and income tax expense 269 253 280 103
Bad and doubtful debts expense (26) {13) {22) 1077
Profit from ordinary activities before GO funding,
amortisation of goodwill and refated income
tax expense 243 240 258 50
Subordinated debt expense - GIO acquisition {10} {4) - 125.0
Profit from ordinary activities before amortisation of
goodwill and related income fax expense 233 236 258 38
Amortisation of goodwill {30} {30} {5) -
Profit from ordinary activities before related
income tax expense 203 206 253 34
Income tax expense atlributable to profit rom ordinary activities {46} {52} {47} 115
Net profit attributable to members of the parent entity 157 154 208 08

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

2. Other revenus is primarlly made up of wealth management profit, dividend revenue, property incoma, trust disiributions and
royally income.

3. Includes bad and doubtful debis expenses in the general insurance division which is inciuded in operating expensas in the general
insurance profi contribution.
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APPENDIX 2 - RATIO DEFINITIONS

iITEM

Basic shares

Cash earnings per share

Cash return on average shareholders
equity

Capital adequacy ratio

Combined operating ratio

Cost {o average total banking assets
ratio

Cost to income ratioc

Diluted shares

Embedded value

Earnings per share

Expense ratio

DEFINITION

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 fife insurance and
superannuation subsidiaries to embedded value.

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

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

The percentage of net premium that is used {0 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 assetls as shown in the average banking
assets and liabilifies statement. The ratio is annualised.

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

Comprises ordinary shares, partly paid shares, non-
participating shares, converiing capital notes 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 issue. Forthe
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 husiness of the company. An embedded value
comprises iwe components being the adjusted net assets and
the value of in force business.

Basic eamnings 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 cutstanding during the
financial year. Diuted sarnings per share is based ¢n
weighted average diluted shares. Calculated in accordance
with accounting standard AASB 1027 Earnings per Share.

The percentage of the net premium that is used to pay all the
costs of acquiring {including commission}, writing and
servicing insurance business. Premium revenue and
operating expenses are net of statutory fees and charges
included in income and expenses in the Consolidated
Financial Report.
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APPENDIX 2 — RATIO DEFINITIONS (Continued)

Group efficiency ratic

Gross banking loans, advances and
other receivabies

Gross non-performing loans

insurance frading ratio

investment and interest earning
assets

{.oss 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 ascets

Non-interest income as a percentage of
fotal income

Payout ratio - basic

Operating income

Payout ratio - diluted

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

Total iending 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
toans, advances and other receivables.

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

Net interest income divided by average interest earning
asgets.

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

Shareholders’ equity attributable to members of the Company
less preference shares, converting capital notes, and
intangibles,; divided by ordinary shares at the end of the
pericd.

Shareholders eguity 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 inferest
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 inferest
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.

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 cperating profit afier tax.
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APPENDIX 2 — RATIO DEFINITIONS (Continued)

Return on average investment and
interest earning asseis

Return on average risk weighted assets

Return on average total assets

Return on average shareholders equity
- hasic

Return on average shareholders equity
- diluted

Risk weighted assets

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

Banking operating profit after tax divided by average risk
weighted assets. Averages are based on beginning and end
of period balances. The ratio is annualised.

Operating profit after tax divided by average total assets
excluding the impact of the life insurance standard AASE
1038. Averages are based on beginning and end of period
balances.

Operating profit after tax less preference dividends and capital
note distributions divided by adjusted average ordinary
shareholders' equity. The ordinary sharehoiders’ equity
excludes preference shares and converting capital notes.
Averages are based on beginning and end of pericd balances.

Cperating profit afier fax less tax benefit on capital note
distribution divided by adjusted average ordinary
shareholders’ equity. The ordinary shareholders’ eguity
included preference shares and outstanding options.
Averages are based on beginning and end of pericd balances.

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

Page 49



SUNCORP-METWAY LTD and controlled entities
ANNOUNCEMENT OF RESULTS for the half-year ended 31 Becember 2002

APPENDIX 3 — Transformation savings schedules

The Table below sets out the timing and source of synergies and benefits and the implementation costis
associated with those changes by haif-year.

Transformation timeline
{(Annualised value of changes achieved)

Dec-01 Jun-02 Dec-02 Jun-03 Total
Revenue g 10 20 L3 35
Claims & 15 15 & 30
Expense 36 50 &0 29 175
36 78 85 34 240

implementation Costs
Expensed 1 17 20 48
Capitalised in Goodwill 7 43 40 22 112
7 B4 &7 42 180

Transformation by division
{(Annualised value of changes achieved)

« The following fable shows how these savings were spread across the operating divisions of the group in

Schedule as at December 2002 |  Schedule for Total Program

G Non Gi Total G Nen G Total
Revenue 30 - 30 35 - 35
Claims 30 - 30 30 - 30
Expense 139 7 146 168 7 175
199 7 206 233 7 240

Implementation Costs

Expensed 23 5 28 39 g 48
Capitalised in Goodwill 99 - 99 112 - 112
122 5 127 151 g 180

+ The table below shows the cumulalive P&L impact of savings and benefits, allocated between Gl and non
Gl parts of the group.

Transformation by division

(Cumuiative impact on P&L)

Dec 01 Actuals June 82 Actuals Dec 02 Actuals June 03 Forecast
Gl Non Gl |Total Gl Non Gi| Total Gl Non G| Total Gl Non GlI| Total
Reveniue - - - 1 - 1 15 - 15 17 - 17
Claims - - - 5 - 5 & - 5 15 - 15
Expense 7 - 7 27 4 31 62 4 66 814 4 85
Benefits 7 “ 7 33 4 37 82 4 86 113 4 117
Implementation - - - (% (2) {11} {14) {3} {17} {16} (4} {20
Net P&L 7 “ 7 24 2 28 68 1 69 97 - a7
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APPENDIX 3 — Transformation savings schedules

» The table below shows the incremental P&L impact of Transformation, by division and by category.

Transformation by division

(Incremental impact on P&L)

June 02 Actuals Bec 02 Actuals Junie 03 Forecast

Gl Non GI| Total Gl Non GI| Total Gi Non Gi1| Total
Reveniue 1 - 1 14 - 14 2 - 2
Claims 5 - 5 - - - 10 - 10
Expense 20 4 24 35 - 35 19 - 19
Benefits 26 4 30 49 - 49 31 - 31
Implementation {9} {2} {11} {5} {1 {6} {2) {1} {3}
Net P&L 17 2 19 44 N 43 29 (1) 28
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