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EOR THE YEAR ENDED 21 DECENMBER 2005
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PROVISIONS

CONSOLIBATER

THE COMPANY
2006 2805 2005 2005
. B2 B M M
Long servics leave . - - 20 8
Amounts payable uader acqussmon agreements z2 13 5 31
Orther provisions - - 1t 18
22 13 66 64
Payable withih 12 months ~. - 1 2
‘Payabla in 12 months or more 22 i3 €5 g2
- j 22 13 66 84
}NTEB ST BEARING UABIL!TIES ’ '
&) AnainIs of intarest hearing labilities .
THE COMPANY CONSOLIDATED
2008 2005 2006 2005
- &M M e M
Repayable 4s foflows: -
Banlk loarts U
27 Febniary 2006 A$400 million - - 400 - 400
Senior debt - - -
28 Septarnber 2009 £17% million 433 409 432 209
Eurabonds : :
2 August 2020 A$1ED miliion/£58 million - - 149 149
2 August 2020 AS20 million/£8 million - - 20 20
2 August 2020 £118 millfore70 million — 190 185
. - - o .359 - 35¢
Hybrid securities™
15 Aprid 2022 US$107 million .
(2008 US$201 rmillion) - - 7 165
21 Septembsr 2024 LIS$558 milifon '
* {2008 US$E53 million) - - 447 466
. e e 4 e e ; _ - - B2 . .~ B3L.
Subnrdmated debt . .
1 July 2023 Usta50 million 312 336 312 - 338
Capital securities . ’ :
No fixed date £300 millionn . ) . - - 736 -~
Totalinterest bearing Gabilifes® ) 745 1,145 2364 © . . 2130
Payable within 12 months PRl 406G - 77 400
Payable in 12 months or more 745 T 745 2257 . 1730
Totsl interest bearing llabilifies? 745 1,145 2364 ' 2,130

(1) Hybrid securities are shown net of the equity conversion opffan. The us dcl!ar pnncupal amounts shown) are tha outstanding amounts payable at

the end of the 20 year fem.

{2) ABC sectrities fnr funds at Lioyd's are not included in this enalysis. Detalls cfABc:s ara included in note 34{(:}
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) NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2005
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LNTEREST BEARIMNG LIABILITIES CONTINUED

{B} Finances cosis
$8 mllion af finance costs have been caprtalrsed inthe year {2008 $n|i}

(G} Security and facility arrangements
in the norma! course of business, bank loans are made to cantrolled entities and secured by guarantees or Ietters of comfon

given by the company. .
The Eurebonds were issued by a controlled entity and secured by gueranizes given Dy the compary and another controflad
entity. The US$250 million subordinaied debt was issued by the company. The claims of bondholders pursuant to both of thegs
interest bearing liabiiities will be suberdinated in right of payment to the cléims of all senfor creditors, including policyholdars,

of the relevent contralled entity.
The hybtid securities are guarantéad by the company and a controlied ertity. The claims of investors undér these guarantees
in general will rank equalfy with &l existing and future unsecured and unsubordinated indebtedness of the company and ﬁ'te

controlled entity.

Tha pesformance of the ebiigations of the controlled entity under the capital securitles is guarantesd by the company

The guarantee is an unsecured and subordinated obligation of the company. The guarantee ranks senfar to the claims of the
holders of ordinary shares of the company, equally with equally ranked securitles and instrumants of the company and junior
to the claims of creditors of the company: .

(0} Eurcbonds .- |

A contrelled entity is expased o interest rate and currency risk in respect of its three Furobond financing armangements.

Accordingly, the consciidated entity has entered into swap agresments which result in the consolidated entity’s finsncial
iiabifities being fixad at sterling ameunts until 2010, at which point the consolidated entity will ‘be Tiable for the original Australian

dolfar and Eure amounts in the smderying i nancing arrangements. The facility can be extended for a further 10 years to 2020,
Under the swap agreements, the variable intarest rates of between 1.8% and 2,0% above the wholesale interbank rate are
swapped to fixed ratas of between 8.4% and B.6% payable quarterly until 2010, The fiming of the payments under the swap
agreemerts matches the dates an which interast is payable’on the underlying debt. The contracts are Setiled on a nat besis.

The underlying financiz! fabilities are measured at amortised cost in original currency and translated to Australian dollars at
‘the cloging rate of exchange. The swaps are measured at fair value. The swaps are designated as cash flow hedges and have
satisfied the relevant hedge effectivensss tests througheut tha year and at the balance date. The gain or loss on the cash |
flow hedges is recognised directly in aquity:-Any ineffectivaness in the cash flew hedges is recognised difectly in the incoine
statement. Each financial year end, until the close out of the swap agrasménts in 2010, an amoweit Is tansferred from equity

to the incorna statement 1o offset;
= the differential between the fixed and varishie interest payments; and

= the movemngnt in the spot rate on the financial liabilities.

Duiing the year, a ‘gal'ﬂ-q_f $nil (2006 gain before tax of $2 million), was recognised in equify relating to the movements. in the fair
valre of the swaps: During the year, a Joss before tax-of $74 millfon {2065gam hefore faxof $2 miliion] was transferfed flom™ ™
equity and included in the income statement.

{E} Hybrid sectiritiss

* {it  Hybrid securities due 2024
In 2004, & controlled ontity issued USE375 million of 20 year hybrid securities. Investors have the opnon 1o convert the sectrity i

* the company cails for their redernption; '
* the market value of the security is less than the market value of the underlying shares in the company for five eonsecutive

tading days; or -
* ceffain corporste fensactions oceur (e.g. change in aomzol) -

In the event of conversion, approximately 29 million shares will be issued.

(i} Hybrid securities due 2022.
In 2002, two controlled entitfes issued US$471 million of 20 year fiybrid securitios, Investors have the optich to convert the security if:

= the company calls for thelr redemption;

« the market vajue of the security is less than the market value of the underlying shares in the company for two consecutive
trading days; or . .

= geitdin cotporats i

in 2008, 14 million shares {2005 28 million) were :ssued as a result of the convearsion of 12% (2005 24%] of the hybrid securities

due. 2022, In'the event of conversion of the rernaining securitles, approximately 13 miflion shares_ will ba idsued.

e £,
angactions ocour {e.g. changs In control) -
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INTEREST BEARING LIABILITIES CONTINUED '

{F} Capital securities
In 2008, a controfled ety lssued £300 million of capital sectwities. The '‘securifes have no fixed redempﬂon date and raay not

, be called for redemptlon or convarsion by the investors.
The securities are subardinated. Distributions are deferreble and not cumulative. However, if a distribution or pr:nclpal amount Is
nat paid by the contralled entity; and tte company does not pay the amount under the guarantee, then the capftal securities are .
o be redeemed for OBE preferenca shares. For so long as the distributians or principal amounts are outstanding, no payments
{including distributions or principal amounts) are o be made on the company’s shares or other instruments ranking junior to the-
securities. However, paymant of distributions or principal amounts on equal ranking securities may be paid progartionally.

{G} Fair value of inferast bearing lisbilities .
2!
" CONSOUDATED

: THE COMPANY

et e e e e e me e e e e e s e ..7oD0B .. . 2005 ... 20088 ... . 2005.
) M $ma M s

" Bank loans - 400 - 400
Senior dabt ) 433 423 " 433 4723
Eurobonds . - - - 383 358
Hybrid sacurities . - - 1,212 1,108
Subordinated debt 291 350 291 350

_Capital securities - - - .- R - . - < B ot =
. - 724 1,173 3,054 2,636

There has been no active trading of interest bearing labilities during 2008, The fair value has been estimated using valuation
techmques based on markst availabie data for similar debt instruzmeants. '
Hyhnd securities have been valusd with references to the underiytng market valus of shares in the consolidated entity. The ability
to convert the hybrid securities s restricted by the terrns and conditions included in note Z4(E). ’
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