
HIH  Insurance Lmted ACN 008 636 575 
50 Bridge  Street, Sydney, NSW 2000, Austraha 
DX 10149  Sydney  Stock  Exchange, GPO Box 9814 Sydney 2007 
Telephone  61 2 9650 2000 Facsimiie 67 2 9650 2030 

16 November 2000 

The  Manager 
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Dear  Sir / Madam 

LISTING RULES 3.17,4.7 AND 15.4 

Enclosed  please  find  the  following  documents  which  are  being  sent  to  the  Company’s 
shareholders: 

(b) 2 copies of the  Concise  Annual  Report  for  the  year  ended 30 June 2000; and 

(c) 2 copies  of  the  Annual  Report  for  the  year  ended 30 June 2000. 

Yours  faithfully, 
* 

Frederik Lo 
Company  Secretary 
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How did it  happen?  like  many 

Insurers,  over iinie, w e  have sough; 

to balance our business  and  spread 

our  risks  lby product  and  geographic 

market). in  our  case,  this spread of 

operations  beyond our  Australian-base 

As dei,'o^s  reviewfig ;he  tvhcle 

business. we've  made Board and 

management  changes. Ray Wiihams 

W\/ /  be  retiring from  the  position 

of Chlef  Executive  and W/ / /  step 

down on ihe  appointment  of his 

repiacement  On  behaif  of  the Board, 

I would M e  to  place  on  record our 

thanks to Ray Wdhams for h s  

contributior: to HIH. He  founded 

this company  and over 30 years of 

dedication and  tireless effort  he 

turned  a  start-up  business  into  a  giohai 

corporafion with turnover  of $3 biihon 

and  total  assets of $8 biihon - 

a  remarkabie  achievement. Ray has 

inspired a/ /  around him with his seif/ess 

passion  for the  company and  his work 

ethic. 'We a//  wish ~ I ~ T J  we/ / .  

More  changes W / / /  no doubt  fo//ow 

on the  appointment  of  a  new  Chief 

Erecutive, an appoinment currentiy 

expected to be  made  before  this 

caiendar year end. The  key  oblectives 

for HIH going  forward are to  protect 

and  nurture our core  business areas 

and to ensure  that  the  company ,has 

a  sound financial  base 

This report  contains  more  detaiis on 

di i  of  these areas 

Before  conciuding, I wouid  ike to 

thank my  feiiow Directors  and a//  of 

the  management  and  staff for  their 

efforts  through  what has obv,ious:y 

been a restmg  period  for ihe conlpaqy 

and 1 5  shareholders Everyone has 

shown  exceptlomi  cor??n?ment to 

The cotnoany and its f (~ l :we 



m Continuing  improven?ent in the m Strong  results,  yet  again, 

HIH Australian  book  (two-thirds  of in New Zealand. 

the  company?  business) 

Further  adverse  experience  from m A  volatile  and  problematic  market m A  reguiatory reform  process  that 

FA/  run-off  business.  environment  for  our  California-  wiil  make  Austraiia  one of the 

based  United  States  workers  world‘s  most  capital  intensive 

compensation  business.  insurance  Jurisdictions. 
Losses  fiowing  from  the  depressed 

stage  of  the  United  Kingdom  rate 

cycle. m Continuing  chailenges in m A  post  results  announcement 

estabbshing  a  supportabie  critical Standard & Poor’s  ratmgs 

mass  for  our  Asian  operations downgrade  from A- strong  financial 

strength  to BBB+ good. 

W Initiating,  early in 2000, a  giobal 

business  review. 

m Arising out of  that  review,  post- 

balance  date,  by : 

forming  a  new  retaii  insurance 

venture  with  Ailianz  Australia 

Limited  designed  to  provide 

steady  earnings  and  a  capital 

base  tallored to  meet Australia’s ceasing  to  underwrite  new 

proposed  new  regulatory  regime workers‘  compensation  business 

introducing  changes  to  Board in  the  United  States  and  sellmg 

structure  and  management the  renewai  rights  to  California 

aimed  at  subsrantiaily  improving workers‘  compensation  business 

corporate  governance  and  Board accelerating  the  financial 

efficiency restructunng  of  our AsIa 

operatlons. 

m With corporate  insurance  market W With  a 5 year 49% interest  in  one m With  a  significant  presence  at 

leadership in Australia  and New of Austraha’s  leading  retail  genera/  Lloyd’s  of  London. 

Zealand.  insurance  franchises. 
m On  a  strengthened  capital  base 

and  a  ciear  focus  on  our  core 

businesses. 
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m 

Results  for the year from  both 

the UK Branch  run-off  and  the 

Cotesworth  syndicates  were 

generally  poor,  although  it is worth 

noting  that  the  hlsroucal fmancial 

performance  of  the  primpal 

Cotesworth syndicates  has  been 

favourable  compared  with  the 

Lloyd's  market  overall. 

m The  experience  of  HlH's  Cotesworth 

syndicates  matches  that of the 

i ioyd's  market  ovedi ~ strong, 

but voiatile,  earnings  over  the 

course  of  insurance  cycles. 

Wlth  the  market  now  moving  Into 

the  upward  phase  of  the  rate  cycle, 

there  are  grounds  for optimism 

in  addition,  HlH's  strategic 

-.ppl!catvx  of  whoie of accnunt 

reinsurance  protection is assisting 

to  reduce  earnings  voiat~lity  going 

rLwa ro 



A S I A  

m H/H has been in Asia  for more 

than 75 years and  this year wrote 

$10 1.8 million  of  gross  earned 

premium in the region. 

m Beyond  the  group's  Hong Kong 

base, HlH also has operational 

interest In Thailand, the  Philippines, 

indonesia,  Malaysia,  South  Korea, 

Mainland China and Papua New 

Guinea. 

m The  combined  operating  ratio  for 

Asia  operations  this year was 

112.5% This outcome  was primarily 

due  to  a  high  business  expense 

base  (which  itself  was  compounded 

by the level  of  unearned  premium 

generated  from  recent  growth). 

m The  HIH Asia  business base is 

sound  and  the  management  team 

in  place is excellent.  The  prospects 

for the  medium-term, in particular, 

are  good. 

m Our 2000 global  business  review 

identified  that  a  substantial  increase 

vu ,ur r ,e  u u a i r l ~ ~ ~  y y r I L I G I I  ,,, 
Asia is required  to  properly  develop 

the  business  and  to  optimise 

earnings.  The timing for  such 

expansion is favourable now,  with 

Asia  insurance  markets  quickly 

maturing  and  wlth  macro-economic 

indicators  showing  generally 

positive  signs. 

j,? t,$e ,,-lj4- -J hlI-in ,"A++-.- in 

m HlH has different  priorities for  its 

capital,  however.  Consequently, in 

the  interests  of  shareholders,  the 

preferred  course IS to  se//  the  Asia 

business  to  another  party  with  a 

stronger  Asia  focus. 

m This means  that  the  Asia  operations 

are  under  active  review  for capital 

restructuring 

uMTE2 S T A T E S  

m United  States  business  represented 

10% of  HlH's  totalgross  earned 

premium in 1999/2000, but  the 

financial performance  of  the  United 

States  portfolio has been 

problematic. 

m All  of  the  portfolio is comprised  of 

workers'  compensation  insurance 

ia  key competency  of  HIH),  of  which 

two-thirds is California business. 

m The  situation in California  has 

shown greater  volatility  than  any 

other  United  States  property/ 

casualty segment. 

m HlH has thus far survived  the 

oppressive  California  environment. 

Howevei;  cond/tions in  California  are 

not  improving  at  a  sufficient  pace  to 

meet our  earnings  imperatives. 

m Consequently,  on 31 October 2000 

the  company  announced  the sale 

of renewal  rights  to  the  California 

business  and  that  it had ceased 

underwriting  workers'  compensation 

husk?ess in the  United  Slates. 

The  California  operations will  be 

transformed  into  a  managing  agency 

in  order to  generate  externally- 

sourced  fee  income  while  retaining 

claims  management  expertise  and 

managing  the HIH  run-off in  an 

orderlv  and  efficient  manner. 

A U S T R A L I A  

m Austrahan  operations  contributed 

$7,633.2 million,  or 57%, of  the 

year's  gross  earned premium  and 

$1,294.5 million,  or 65%, of  net 

earned  premium. 

m As  predicted,  the  Australian  financia/ 

performance  continued  to  improve 

with a  combined  operating  ratio  of 

102.0% recorded  for  the year. 

Strong  performance  was  recorded in 

retail  insurance  and the  expected 

rate  improvements  moved  the 

corporate  book  substanrially  hack 

towards  profit. 

m The  Australian premium  rate 

environment IS now favourable  for 

most classes  of  business. 

m In  Australia, w e  believe  that w e  

cannot  independently  achieve  the 

scale  necessary  to  maintain  and 

further  develop  a large-scale  retail 

distribution  market  franchise. 

Even the largest  players  in  that 

arena  have  recently reported  on  the 

significant  costs  associated  with 

such  a  market. 

m Consequently, w e  have joined 

forces with Allianz, one  of  the 

world's  largest  insurers,  to  facilitate 

further  generation  of  the  scale 

economies  required  for  retail 

business. 

m In the  medium  to  longer-term, 

w e  have decided  to  concentrate 

our  operations  and  capital  on the 

corporate  classes of business in 

Australia  These  business  classes 

have been  profitable  historicaily  and 

are where  premium rates  are now 

recording  strong  increases. 

They  also constitute  the  original 

and  core  business base of  HIH. 

m The Allianz venture  provides  a 

5 year timeframe  to  migrate  to 

Australia's  proposed new regulatory 

framework. 



3 A C K G R O U N D  

D Wednesday 13 September  marked 

yet  another  important  chapter  of 

development  for HIH. 

D The announcement  of  a  major 

new initiatwe - the  HIH/Albanz 

underwriting  agency - was  the 

culmination of a  lengthy  process 

aimed a? ensuring  that HIH IS a 

fmancIal/y  strong  and  stra?egca//y 

well-positioned  company,  especially 

in view  of  substantial  changes 

proposed for the Australian 

insurance  regulatory  framework 

D HIH insurance L m t e d  i"HlH1 and 

Allianz  AuStraiia Limited  agreed  to 

rnsrbnt therr r e t s l i  rrnnnrsi r n ~ t i r s n r ~  , , , - , ,  ~ - .  .,,-,, ,_.I./ - / 1 1 1 - ,  )..".I ,-I 

busmess t hobyn  a 100% owneo 

Alhanz company - a  new  market 

force  second  only  to NRMA but 

,/!,it,; sL>;,eZ,c,! gEc,g:ap/l,z sp rda .  

m The agency  business will comorise 

Alhanz and HlH retad msurance 

busliess SOuiCEd tl-rrougi' all 

distribution  channels  with  the 

w n ? a r v  exce,xon of coruore:e 
" hml-ers _ # \ V  

R The terms of the  venture  provide 

Allianz with 51 % Interest  and HIH 

wlth 49% in the  venture. 

R importantly,  this  transaction  marks 

a  managed  shift in strategic 

direction  for HIH. i t  is a  staged, 

orderly and prof1tab:e exit f r o v  

the  retail  insurance  area. 

m Our  revrew has confirmed  that  a 

retail  strategy 1s attractive but 

requires  a  level of scale  that is not 

wlthirl  our own means  to  suaport 

and grow if w e  are  also  to  properly 

supporr our historcaiiy  profirable 

and  Australian  market-leading 

coroorate  business  base 

a A:- c;~erwi:el;:::ng COS,? ve  Is :%t 

w e  have formed  a  strong link and 

common  interest  with  one of the 

vvaj;dk  iarges? apd l ~ i o ~ t  h,g;j;y 

respected  insurance  grouas. 



A L L I A N Z   V E N T U R E  ~ U N D E R W R I T I N G   A G E N C Y   T R A N S A C T I O N  

I A A A 

i) 

J 

The  venture wirh Alhanz is designed  to 

provide HIH with 5 years of  continuing 

proportionate  exposure  to  Australian 

retail  insurance  business. 

in  broad  terms,  thls  means 5 years 

more of premium.  ciaims,  expenses 

and profits  from  what is currenrly 

a business  segment  generating 

consistent  earnings  returns  overall. 

The  move is conslstent  wlth  the 

company's  view  that  retail  insurance 

requires  large  scale in order  to 

underpin  market  share,  cornpetitwe 

strength  and  expense  economies. 

HIH is contributing  approximately 

$1,000 million in premium  to  the 

venture  and  Allianz  premium  of 

approximately $400 million. in order to 

equalise  the  equity  position, Aihanz is 

paying  HIH $200 million  to  acquire  a 

51 % interest in the  venture. 

Completion  of  the  transaction 1s 
the  date on which rhe new  venture 

commences - l January 2001. 

The venture  parties  each  have  options 

in relation to their  Interests. HlH has 

a put  option  that  may  be  exercised  at 

any time  for $125 miihon.  Aliianz  has 

a  call  option  exercisable 5 years from 

commencement (or  earlier in certain 

defined  clrcumstancesl  for an exercise 

price  representing HIHS 49% inrerest 

based on a fair market  valuation 

sublect  to  a  minimum  of $125 million 

and a maximum  of $500 miihon 

These  arrangements  thus  provide 

HlH with $200 milhon in January 2001, 

with an  additional $125 ~ $500 million 

payable  early in 2006, subject  to 

specific  exercise  events  and  the fair 

market  valuation  (to  be  undertaken 

by an independent  accountant) 

The  Australian  general  insurance 

industry's migration to  a  new  set  of 

prudential  and  regulatory  standards, 

including new capital  adequacy 

requirements, IS currently  not  expected 

to  be  completed  until 2007. 

HIH Insu rance 
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m Operating  profit  after  Income tax 

for  the year ended  30  June 2000 
was $18.4 miilion compared  wifh 

a  loss of  $39.8 million the  previous 

year The 2000 result  included 

pre-tax  abnormai  items $118.8) 

million  (for  the  impact on the 

Group's  tax balance  of changes i n  

the corporate  tax  range from  36% 

down to 30%) and S(6.01 million 

(reflecting  the  Queensland  State 

Government's  decision not to allow 

Compulsory  Third Party  insurers to 

I , .  , I:'; 

$it:. " 

$ * G :  charge  Goods  and  Services Tax on 
: /  5 :: r 

the  unearned  premium as at 

30 June 20001. 
I ,  1 
I .  

m Gross  written  premium  grew by 

18.7% to $2 867 6 rniliion, rna:n.'y 

m Whole  of  account  reinsurance, 

entered  Into with  AAA  and  AA 

reinsurers  consistent  with  Industry 

practice, significantly protected  the 

Group's  underwriting  porrfolio. 

These  contracts are long-term  and 

are aimed  at  reducing  the  volatiiity 

of the  orof!:  and ioss account 

m Cash fiow from operating  activities 

was  negatwe  $678 miUion, more 

than  half of  thls  number  reflecting 

reinsurance  payments  on  the  whole 

of  account  protection  programme. 

The settlement of large FA/ run-off 

clams  cons:ltuted  the Sulk of  ?he 

balance.  The whole of  account 

reinsurance  protection has led  to a 

substant!a!  !!:crease I:? non-curre,?! 



7999 2000 

Gross written  premium 2 415.0 2 867.6 

Gross earned  premium 2 318.4 2 862.5 

Net  earned  premium 1 662. l 7 995.4 

Net  Incuried  claims ( 1  299.8) (7 492. l) 

Net  acau/s/t/on  costs 1210.8) 1259.01 

Fire  brigade  chaigeshaxes 

Underwritma  exnenses 

(36.6) 

126  1.21 

(39.7) 

(308.7) 

Core underwriting profit/(loss) 

Other  business  activities  (net) 

Investment  Income on policyholders  funds 

Net discount  rate  adjustment 

Insurance result 

Goodwill  amortisation 

(146.3) ( 7 03.5) 

4.4 

174.8 

1.3 

7 75.0 

9.9 

42.8 72.8 

117.21 (35.3) 

(3  7.5) Interest  expenses ( l  7.9) 

Coupon  interest  on  convertible  notes 14.51 (4.5) 

71. l Investment  income on shareholders  funds 60.4 

Ooeratina Drofit before  income  tax. abnormal and extraordinarv items 74.3 67.9 

CTP OLD Goods  and  Services Tax (50.01 (6.0) 

Corporate tax  rate  change ( 78.8) 

Oca1 coal mine (50. l )  

Operating (profit)/loss  after  abnormal  and  extraordinary  items (25.8) 37. l 

Income  tax  benefit/(expenses) 

Operating profit/(loss) after income  tax (31.6) 19.2 

Outside  equlty  interest 

Operating profit/lloss) after income tax, attributable to shareholders (39.8) 18.4 

7 
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F I N A N C I A L   P E R F O R M A N C E  

12 months 
June 1996 

12 months 
June 1997 

12 months 
June 1998 

7 343.0 

l 067.0 

l 094.5 

102.6% 

12 7.5) 

105.6 

112.9 

1641.3 

I 300.5 

l 344 8 

103.4% 

144.31 

109.6 

12 7.8) 

0.6 

38 7 

(7.31 

(4 7) 

(2.31 

31.4 

12 months 
June 1999 

2 3184 

l 662. l 

1 808.4 

108 8% 

1146.3) 

174.8 

9.9 

4.4 

42.8 

(17.2) 

( 1  7.91 

14.5) 

71. I 

74.3 

(50.0) 

(50. l) 

12 months 
June 2000 

2 862.5 

I 995.4 

2 098.9 

105.2% 

(103.5) 

175.0 

1.3 

72.8 

(35.31 

(31.5) 

(4.51 

60.4 

67.9 

118.81 

1399/2000 Conc,se  Annual Rep07 



~ 17.9% EQUITIES 

~ i5 .4% P R O P E R R  

I 5 3 %  PROPERlY LOANS 

1 2 3% UNLISTED  EQUiTiES 

__r 59.1% CASH &FIXED 

iNTEREST 

I! 



I N V E S T M E N T S  I N C O M E  

80 L 

EOUITIES 

C O R E  

FIXED I N T E R E S T /  C A S H  PROPERTY  PROPERTY LOANS EXPENSES 

Net  Investment  income for 1999/2000 

of $235.4 rn~lllon was a solid 

performance 

HlHk non-core  hoidmg In One-Tel B y  the  date  of this report, HIH was 

Limited  contributed  significantly  to no  longer  a  substantlal  shareholder in 
realised  and  unreallsed  gains In the  first One-Tei  and  the  remamng  holding is 

The investment  portfollo  returned 

9.8% for  the yea< in excess  of  the 

benchmark  return  set  by  the  Groups 

lnvesrment  Committee  Equity  stock 

seiectlon  by  the  internal  and  external 

equity  fund  managers substantially 

contributed  to  this  out-performance 

half.  Howevsr,  the  market-to-market not material  to HIH'i Investment  fund 

requlrement  meant  that,  by year end, This position 1s consistent  wlth  the 

virtually all of  the  unrealised  gains had Group's  Investment  policies  and 

been  reversed. guidelines  and  does  not  refiect any 

particular  Investment  view  taken 

as to  One -Te/ 



The Board of directors  have F/eo^sure 

in submitting  its  report for the 

year ended 30 June 2000 



GEOFFREY  ARTHUR  COHEN  AM 

'\S\ EXFCu;.\k C h A  Rii1.b.h .A7et, 6 6 ,  

Chairman  of  Audit,  Human  Resources, 

and  lnvestmenr Committees 

Mr Cohen has  an extensive 

background In corporate  financia/ 

management  and  was  formerly  a 

senior  partner  of  Arthur  Andersen. 

M r  CohenS  directorships  include 

Foster's  Brewing  Group  Limited  and 

Diversified  United  lnvestment  Limited. 

RAYMOND  REGINALD  WILLIAMS AM 

; E W ' i  HAIRhlAk & C d E i -  CXGCJTIIE 'h!+fc i j 4  

In 1968 Mr Williams,  together with 

M r  Michael Payne, founded  the 

Company  that  ultimately  became 

HlH  lnsurance in Australia. 

He  has held  senior  executive positions 

in the  insurance  Industry  for 40 years 

and is currently  a  Board Member of 

the  insurance Council of Australia 

Limited 

CHARLES  PERCY  ABBOTT 

LON EXECUTI iE DI?ECTOP ,Agaa E l i  

Member Gf Addit  Committee. 

M r  Abbott,  a  former  partner  and now 

a  consultant  to  the  major  law  firm 

Blake Dawson  Waldron, is also  a 

dlrector  of  a  number  of  other 

companies  includlng  Hinders  Capital 

Limited  and Bass  Capital Limited. 

R O D N E Y   S T E P H E N   A D L E A   A M  

I:>. EXiC,.:I\E D'?ECTl i (  , & ! e r  4 '  

Member  of  lnvestment  Committee 

Mr Adler  is Chairman and  Chief 

Executive  of  Adler  Corporation  Ply. 

Limited.  He has  a  Bachelor of 

Commerce  degree  from  the  University 

of  New  South Wales,  a Master  of 

Economics  degree  from  Macquarie 

University  and IS a  Fellow  of  the 

lnstitute  of  Chartered  Accountants 

In Australia. Mr Adler IS  a  Governor 

of The Sydney  lnstltute, an Adjunct 

Professor in the Faculty of  Business 

at  the  University  of Technology, 

Sydney,  and IS a  director  of other 

companies  including  Anaconda  Nickel 

Limited  and One-Tel Limited.  He is 

chairman  of  Medicine  Quantale  Limited 

and  Home  Security  international,  and 

joint  chairman  of  Juvenile  Diabetes 

Australia. 

J U S T I N  HERBERT  GARDENER 

NOP. EXECLTIVE DIRECTOR ,A(@ 54' 

Member  of  Audit  and  Human 

Resnurces Corm,m;ttees M: Gardener 

had been  a  partner in Arthur  Andersen 

since 1972 and  ultimately  was  a 

Managing  Practice  Director with 

responsibility  for the  Asia Pacific 

Reglon  over  which  he has developed 

a  high  level  of  expertise.  He IS 

chairman  of  Ashton  Mining  Limited 

and his other  drrectorships  inciude 

Ausrar  United  Communications 

Limited,  Combined  Communications 

Network  Limited,  Hillgrove  Gold  NL 

and  Hutchinson  Telecommunications 

(Australia)  Limited 

ROBERT  REGINALD  STITT Q C 

,:W. EXEC?[: :E ;,a:c-,sa a9.i. S 

Member  of  Audit  and  Human 

Resources  Committees.  Mr  Stitt has 

practised as a  barrister  extensively 

since 1968 and  was  appointed  a 

Queen S Counsel in 1983. Mr Stilt has 

been  a legal  adviser to  the  Company 

since it  commenced  business in 

Austraiia. 

H E R M A N N   F R A N Z   R A N D O L P H   W E I N  

CHIEF EXECUTIVE. ASsA eAgcd 47)  

Member  of  Reinsurance  Committee. 

Mr Wern IS an attorney-at-law  and has 

had 20 years  operational  experience in 

the insurance  industry,  a  substantial 

part  of  which is in the  Asia Pacific  area. 

Before  joining  the  Company,  he had 

been  a  senior  executive  of  Winterthur 

Swiss  insurance  Company  for 8 years, 

with  the last 4 as its  Regional Chief 

Executive.  Asia  Pacific. 

Unless  indicated otherwise, 

all  directors  held  their  position as a 

director  throughout  the  entire year 

and  up  to  the  date  of  this  report. 

!999/2000 Concrse Armuai Report 
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Vgmber of meehgs attended: I 

4 4 F 15 

6 4 4 D Fodera 

J H Gardener 5 3 

g 



DIRECTORS'  A N D  OFF'CEF(S '   REMUNERATIOiv  

Details of remunerarion  provided to Execurive  and  Non-Executive  Directors  and the five most highly  remunerated  officers for rhe  year to 

30 June 2000 are as ioiiows. 

G A  Cohen A M  

C P Abbott 

R S Adler A M  

J H Gardener 

A  W  Gorrie 

N R Head 

M W fayne 

R R  Stilt Q.C. 

EXECUTIVE  DIRECTORS 

R R Williams A M  

T K Cassidy 

D Fodera 

G 0 Sturesteps 

H F R  Wein 

OFFICERS 

G  Davies 

G Brown 

H Simons 

B Devereese 

N  Britten 

150 000 

46  468 

46  533 

17  451 

5 576 
133  317 

50 000 

1 140  625 
664  833 

646  602 
700 2 19 

529  410 

549  31 l 
632  145 

621  01 1 
526  02 l 

496  754 

No options were granted  during the year 

PRINCIPAL  ACTIVITIES 

The  pnnclpal  actlvltles  of  the 

consobdated  entity  during  the year 

in Australia  and  internationally were 

genera/  insurance  underwriting, 

the  operation  of Insurance 

underwriting  agencies,  investment 

funds  management,  financia/  services 

and  property The  consolidated  entity 

ais0 managed  workers  compensatlon 

schemes in New  South Wales,  Victoria 

and South  Australia. 

COMMITTEE 
FEES 

18 000 

4 000 
3 000 

7 000 
3 000 

7 000 

118  918 

556  234 

88 012 

69 080 
67  157 

48  090 

35  932 
3 467 

50 000 
l l 856 

l 220 

l l 514 

7 067 
7 067 

30  526 

7 067 

133  046 

34  91 7 
78  307 

95  033 
701  368 

RETiREMENT 
BENEFITS 

OTHER TOTAL 

216  090 

86 400 
53 000 

57 000 

32  307 
6 796 

133  317 
68 514 

1 147692 

671  900 
677  128 

707  286 
648  328 

1 238  591 

755  074 
699  318 

690  134 
665  279 

G R O U P  RESULTS 

Consolidated  profit  of  the  entlty for 

the year ended 30 June 2000 was 

$18.4 million  after  extraordinary  items, 

income tax expense  and  outside  equlty 

Interests. 

DIVIDENDS 

A 100% franked  dividend  of 

$18.5 million in respect  of rhe previous 

period, as disclosed In the 30 June 

1999 Directors'  Report,  was  paid on 

17 September 1999 

An  interim 100% franked  dividend of 

$18.7 million was  paid on 7 April 2000. 

Coupon  interest totaihng $21.3 million 

relatmg  to  convertible  and  converting 

notes  issued,  which  are  ciassified  as 

equity, has been  treated  as  a 

distribution  out of retained  earnings. 

The  directors  declared  a 100% 

franked final  dlvidend  of $9.4 miillon 

representing 2.0 cents  per  share 

which  was  pald  to all shareholders 

on 6 October 2000. 

Additional informat/on IS disclosed 

in the full  financial statements 



The terms of the loint venture  provide 

A k n z  w i t h  51 95 eqi,tt; a/:d :he 

consolidated  entity with 49%, 

cffect;'vely  reducing  the  consolidated 

entiry's  retail annual premium  by 

around $300 mlhon to $700 m/lhon. 

Under  the  agreement, Allianz W / / /  gay 

the  consolidated  entity $200 million 

upfront  and have a call option to 
acquire the  cofxoldated  entity's 1 0 I ' i t  

venture  interest  at fair market value 

after 5 years (up TO a  max/nwm o f  
$500 million with  a  minimum o f  
$125 milbon).  The  consolidated  entity 

has a pd! optlor, exerc;sab/e  at  the 

m m m u m  valuation  at  any time. 

Orher  than  the  abovementioned, 

rhe  directors  of  the  parent  entity 

nave not become  aware  of any matrer 

or circumstance  that has arisen since 

the  end o f  the financial yea\: which 

I S  not otherwise dealt with ~n the 

consoiida!ed  financial  statements, 

rhar  has sign:ficantly  affected or may 

significantly  affecr  rhe  operations  of 

the  consolidated  entity, the results 

of  those  operations or the  state of 

affairs of the  consolidated  ei;tity i t 1  

subsequent financial  years. 

i 
P 



S H A R E  OPTIONS 

Details  of  options  granted  to  directors 

or relevant  officers as part  of rheir 

remuneration  are  set  out in the  section 

of  this  report  headed  Direcrors'  and 

Officers'  Remuneration.  Details  of 

shares and  interests under option, or 

issued  during or since  the  end  of  the 

financial year due  to  the  exercise  of an 

option,  are  set  out in Note  28  of  the 

full  financial statements 

DIRECTORS'   AND  OFFICERS '  

R E M U N E R A T I O N  

Remuneratlon  of  directors  and 

senior  executives  of  the  Company IS 

established  by the  Human  Resources 

Committee.  Remuneration is 

determined as part  of an annual 

performance  review, having regard 

to  market  factors, a performance 

evaluation  process  and  independent 

remuneration  advice. 

For execurive  directors  and  officers, 

remuneration packages  generally 

comprise salary,  a performance-based 

bonus  and  superannuation.  Executives 

are  also  provided with longer-term 

incentives  through  the  employee  share 

ownership  and  option  schemes,  which 

act  to align the  executives'  actions 

with  the  interest of the shareholders. 

Non-executive  directors  are  not 

entitled to performance  based 

bonuses. 

The non-executive  directors are 

responsible  for  evaluating the 

performance of the Chief  Executive, 

who in turn  evaluates  the  performance 

of all other  senior  executives  These 

evaluations  are  based on  specific 

criteria,  including  the  Company 

business  performance,  whether  iong- 

term  strategic  objectives  are  being 

achieved  and  the  achievement  of 

individual  performance  ob~ectives. 

I N D E M N I F I C A T I O N  O F  D I R E C T O R S  

AND  OFFICERS 

Dunng  the year,  a controlled  entity 

paid an insurance premium  to insure 

directors  and  officers  of  the  parent 

entity  and  its  controlled  entities  against 

l/abil/ty. The  directors  of  the  parent 

entity  covered  by  the  insurance 

contract  are  those  lisred  on  page 12. 

The  contract  also  covers  all  executwe 

officers,  and  directors  and  secretaries 

of vviioiiy-owned  cont/.oiled  enriues. 

Disclosure  of the  amount  of  insurance 

premium  payable  under,  and  a 

summary  of  the  nature  of liabilities 

covered by, the  msurance  contract is 

prohibited  by  a confidentiality clause 

in the  contract. 

Signed in accordance  with  a  resolution  of  the  directors. 

9 0 L h D  hG O F  A M O U N T S  

The  parent  entity is of a  kind  referred 

to in the Australian  Securities  and 

Investments  Commission class order 

98/0100 relating to  the  rounding of 

amounts in the  consolidared financial 

statements  and  Directors'  Report  to 

the  nearest  tenth  of  a  million  dollars, 

or in certain  cases, to  the  nearest 

thousand dollars 

LODGEMENT OF F I N A N C I A L  

STATEMENTS 

The parent  entity has been  granted 

approval by  the  Australian  Securities 

and  Investment  Commission  to  lodge 

the fmanciai report of the  consolidated 

entity by 31 October 2000. Approval 

has also  been  granted  to  send  the 

fmanclal report  to  the  members  of  the 

parent  entity by 30 November  2000. 

G A Cohen A M  Director 

Sydney,  16th October  2000 

R R W~l l~arns  AM Director 



S Ls .I* 1 ! t r a m  the posrtion of Chef ExecL 

direct& Vkjth a wide range of 

'?we 

! P  

T E R N S  OF APPOINTMEivT 

in accordance  wirh  the  Company 'S 

Articles  ofkssoclation,  Board 

appointments have been  made 

subiect to ejection  by  shareholders 

at  the  Annual General Meering  and 

I - ~ - ~ ~ ~ c ; I o I I  Ett,ectois ( ~ i / ; a t  t h ! :  the 

Chief  Executive)  retire  from  offlce  after 

a  three year term  Under  the  Articles 

of Association,  the off/ce of an 

Executve  D:rector  may  become vacant 

in certam  circumstances  including  the 

incumbent  ceasing to be an Executive 

of the  Company for any 1-eason 

M E E T I N G S  A N D  AGEND.4S 

During  the  repoiting  period,  the Board 

met on 6 occasions  and  directors ais0 

attended a number of meetings of 

Board committees  (see Page 14 of this 

Report).  Agendas for Board  meetings 

are determined  by  the Chairman and 

the  Chief €xec~/t ive. Each committee 

chairman  determines  the  agendas  for 

corn-ittee  mpet!ngs In consultatm 

with senior  management in addition 

to forma!  Eoaro  meetings,  !here 1s a m  

regL a: corsL. ' k ;  0 1 )  u t ~ ; ; ~ ~ e t ~ .  ::.e 

Board s r d  s m o r  rnanagernen! 

, F u ~ t i ~ r , n ~ o , ~ ,  rho Boar?' c0ro'ry- i  

an anndai review of operariors 111 

1 0 1  pnr;u7zT 9- ,/.'T.> gg::.'c- r 7 ; ~ , , q ~ ~ , y ~ . - : ,  



V O T I N G   R I G H T S  

Ordinary shares 

Subject  to  the  Constitutlon  of  the 

Company,  a  member  entitled  to  vote 

may  vote in person or  by proxy or  by 

attorney or by representative  at 

meetings  of  members. 

On a show of  hands every  person 

present  who is a  member or  proxy, 

attorney or representatwe  of  a 

member has one  vote;  and on a 

poll  every  person  presenr who IS 

a member or  proxy, attorney or 

representative  of  a  member  has  one 

vote for  each share  held by the 

rnornhor ,.,",,.",. 

Convertible notes/Converting notes 

Noteholders  do  not have  any right 

to  vote  at  general  meetings  of  the 

Company. 

S T O C K   E X C H A N G E  

The  shares of  HlH  lnsurance  Limited 

are  listed,  and  traded  under  the  code 

HlH, with  the Australian  Stock  Exchange 

Limited.  The  convertible  notes  are 

traded  under the  code HIHG, and  the 

converting  notes  under  the  code 

HNZG. The  Company IS a partupant 

in the Clearing House  Electronic 

Subregister  System (CHESS). 

R E G I S T E R E D   O F F I C E  

The  registered  office 1s located at. 

Level  42, 50 Bridge  Street 

Sydney  NSW 2000. 

Telephone: (02) 9650 2000 
Facsimile: (02) 9650 2083 

S H A R E i C O N V E R T l N G   N O T E   R E G I S T R Y  

The  share  and  converting  note 

registers  are  maintained at: 

Registries  Limited, 

Level 2, 28 Margaret  Street 

Sydney  NSW 2000. 

Telephone: (02) 9279  0677 

facsimile: (02) 9279  0664 

C O N V E R T I B L E   N O T E  R E G I S T R Y  

The convertible  note  register 

is maintained  ar. 

Nedra Nominees Pty. Ltd. 

C/- Houston & Hanna  Secretarial 

Services, Suite 15, 

Gesrge Tdrner Offices 

1 1  McKay  Gardens 

Turner,  ACT 2612 

Telephone: 102) 6249  8515 

facsimile. (02) 6249  6792 

D I V I D E N D S  

Two  dividend  payments  were  made in 

rhe year ended 30 June  2000- 

7999  final  dividend of 4 cents  per 

share  was paid on 7 7  September 

1999; 

2000 interim  dividend  of 4 cents 

per share  was paid on 7 April 2000 

A final  dividend  of 2 cents  per  share 

was paid on 6  October 2000 

A dividend  reinvestment plan is in 

place which  enables  the  shareholders 

to apply  dividends  paid  or  declared 

in subscribmg for  ordinary  shares at 

a 5% discount  from  the weighted 

average  marker  price  of  the  Company's 

ordinary  shares. 

Shareholders  may  participate 

m respect of all  their  holdings  or  a 

specified  number  of  shares,  and  may 

vary the level of participation  or 

withdraw  from  the plan at  any  time. 

Shareholders who  wish  to take  part 

in the plan should  contact  the  share 

registry  for an explanatory  booklet 

and  an  application form. 

2000/2001 F I N A N C I A L   C A L E N D A R  

13 SEPTEVIBER 2000 

2000 preliminary profit  announcement 

and final  dlvidend  declaration. 

27 SEPTEMBER 20GO 

Books  close  for final dividend. 

6 OCTOBER 2000 

Payment  of  final  dividend 

15 DECEMBER 2000 

Annual  general  meeting. 

M A R C H  2001 

Half-yearly profit  announcement 

and  interim  dividend  declaration. 

Books  close  for  interim  dividend. 

APRIL 2001 

Payment  of  Interim  dividend. 

SEPTEMBER 2001 

2001 preliminary  profit  announcement 

and fmal  dividend  declaration. 

OCTOBER 2001 

Payment  of final  dividend 

nce 'l 
1999/2000 Concrse Annual Rep 



any L m t e d  

7.  

Lim/ted I 
8. 

9- 

10: 

11: 

12- 

i 3 ,  

14: 

15 

Perperual  Trustees  Nominees  Limited 

Wesspac-Custodian Nominees  i /mred 

HSBC  Cffsfody  Nominees  iAustraiial i im/ ted  

Commonwealth Custodial  Services Lmited 

Circorp  Nominees Pty L m t e d  

Perpetual  Trustees  Austraha L m t e d  

At'iailpark Pty L m t e d  

Pty  Limited 
L ,  

Au$tk$a~ Foundation InvestmenT Co177pany LJnlired 
;' ,. 

'ulildBBE.' c)i O R 3 ! U i : V  S r k P E S  

28  129 580 
26  938  265 
22  885  142 
16 433  993 
15  042  167 
IO 727  398 
9 075 209 
5 908  753 
5 776  244 
5 768  784 
5 648  503 
4 627  856 
4 37 l 496 
3 438  699 
2 970 643 

2 920  064 
:Sturesteps 2 635 337 

ind  Regmaid Wiillarns AM 2 360  820 
f, 
&ass/dy  Ply  Ltd 2 273  545 

bees Pty  Limited 2 764 898 

179 977  396 

5.90 
5 65 
4.80 
3 44 

3.15 
2.25 
1.90 
7.24 
721 
1.21 
7 l8 
0.97 
a. 30 

0.72 
0. E2 
0.61 
0.55 
0 50 
0.46 
0.45 

37.71 

7 032 381 

894  254 3 

t 
4.26 
7 ca 
I VI 

t 

20 587 378  84.96 

!i 



T W E N T Y   L A R G E S T   1 9 9 8   C O N V E R T I N G   N O T E H O L D E R S  U N S E C U R E D   A T  7 5 3 5 %  H I H   H O L D I N G S   ( N Z )   L I M I T E D  

1 

2 

3.  

4 

5. 

6 

? 

8 

9 

10 

1 1 .  

12 

13 

14 

15. 

16 

l ?  

18. 

19 

20. 

SG Australia  Limited 

AMP Life  Limited 

National  Nominees  Limited 

The  National  Mutual  Life  Association  of  Australia Limited 

Legal & General  Life  of  Australia  Limited 

Elise  Nominees  Ply  Limited 

Citicorp  Nornmees  Ply L m t e d  

South  Australian  Asset  Management  Corporation 

Permanent  Trustee  Company  Limited 

MLC  Lifetime  Company  Limited 

Arton  No. 001 Ply Lid 

Ouestor Financial  Services Limited 

Challenger  Life  Limited 

Westpac  Custodian  Nominees  Limited 

Allind  Ply Lmited 

CSFB Second  Nominees  Pty  Ltd 

Perpetual  Trustees  Nominees  Limited 

LM Nominees Pty Ltd 

Tower  Trust  Limited 

Nordia  Ply Ltd 

TOTAL 

N U M B E R  O F  C O N V E R T . N G   N O T E S  

l0  186  854 
10 000 000 
7 777  591 
2 006 564 
l 500 000 
1 308  643 
1 295  592 
1 000 000 
634  420 
378  426 
308 000 
279 000 
221  019 
220 000 
210  958 
200  505 
200 000 
200 000 
194 000 
140 000 

38 261  872 

'10 O F  T O T A L  

23.90 
23.46 
18.25 
4.71 
3.52 
3.07 
3.04 
2.35 
l .49 
0.89 
0 72 
0.65 
0.52 
0.52 
0.49 
0.47 
0.47 
0.47 
0.46 
0.33 

89.78 

S U B S T A N T I A L   S H A R E H O L D E R S  

-7 "i' >C- ( ]3F i  773' 

DATE OF N O T I C E   N U M B E R  OF S H A R E S  

Mercantile  Mutual  Holdings  Limited 

Maple - Brown  Abbott  Limited 19.5.00  38  579  045 
27.3.00  25 765 063 

D I S T R I B U T I O N  O F  S E C U R I T I E S  

I - 1000 
IO01 ~ 5 000 
5 001 ~ 10 000 
10 001 - 100 000 

700 001 and  over 

Total number  of  holders 29  973 l 345 1 159 
Number of holders with less 
than  a  marketable  parcel 5 305  154 8 

R E M O V A L   F R O M   A N N U A L   R E P O R T   M A I L I N G   L I S T   W E B S I T E  

Shareholders who do not  wish  to and  wish to receive  one  copy  only, H I H S  web address IS www.hih.com,au. 

receive  the  Annual  Report, or who are should  advise  the  share  registry in Msit us for  company  and  financial 

presently  receiving  more  than  one  copy writing. mforma:ion as well as the  latest 

HlH  news 

HIH Losurance 71 
1999/2000 Concise Annual Report I 





Contents, 

The 2000 Concise  Report has been  derived  from  the 2000 Annual Report of HIH Insurance Limited 

The finanoal  statements included in the  Conuse Report can not  be  expected  to  provlde as fuil an understanding of the 

economic  enrityk  performance, fmancial position  and financing  and  invesong  actwities, as provided by  rhe 2000 Annual 

Report 

2000 A N N U A L  R E P O R T  

A copy of the HIH Insurance Limited 2000 Annual Reporr, together  with  the lndependenf Audit Report, is available IO all 

shareholders,  and wdl be sent  to sharehoiders wlrhour charge upon  request 

HIH 73 
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This  discussion  and  anaiysis is provided  to  assist  readers in understanding  the  Concise  Financial  Report  The  Concise  Report  has 

been  derived from the  fuii 2000 financial statements o f  HIH  insurance  Limited. 

B U S I N E S S  DESCRIPTION 

The H/H  insurance  Limited  consoildated  entity consists of HlH  insurance  Limited  and irs conrroiled  entities.  The  PrinCipai activities 

of  the  HIH  insurance  Limited  consolidated  entity  during  the financial  year pnmaniy  comprised  general  insurance  underwriting  and 

associated  insurance  underwriting  agency,  investmen?  funds  rnanageme,n?,  arld  workers  compensation  fund  managemen? 

O P E R A T I N G   P E R F O R M A N C E  

The  consohdated  profit  of  HIH  insurance  Limited  for  the year ended 30 June 2000 was $78.4 million after  abnormal  item,  income  tax 

expense  and  outside  equity  interests. 

Other financial  highlights  for the year ended 30 June 2000 were 

Gross  wrltten  premium $2 867.6 miliion 

Gross earned  premium $2 862.5 miiilon 

Net earned premium $ i 995 4 miiiiori 

Operaring  profit  before  abnormal ;ten1 and  income tax $6?.9 million 

Abnormal  item  before  Income tax  (provision  for  Goods  and  Services Tax) $6 U miillon 

Abnormal tax expense  (iesfatement of defer'ed :ax baiances dde t~ ,ncoine :ax -2:e chasges) $ 7 6 '  8 Ti /dO" 

Group  combined  ratio  (ciaims  and  expenses to net  earned  premium) 105 2% 

Fii;al dividend of 2 CFR:S per  share, pa:d 6 Octcber 2000, 100% faqkec'  

A  sound  and  rmprovrng  AustralIan  result  (representing  two-thrrds o f  HiHS  ousjnessl  was the h1,ghlight of a year adversely  affected 

by the resuits  from  international  operariors;  a  deterioration in the run-off of oiscontnued FA1 long-tail  business; a,nd market  generated 

mvestn7ent  ~wr:te-dow?s. 



D I S C L S S I O N   A h D   A ~ A L Y S I S  O F  T H E  F I N A N C I A L  STATEMEhTS 
I 

! C O l u -  N L i l  

Total  assets  increased  by $276.0 m/llion or 3%  with a corresponding increase  of $283.3 million or 4% In total liab/lities predominantly 

due to the increase  in  provisions for outstanding claims  and goodwill related to the acquisition of  the FA1 group  of companies 

The magnitude  of  discontinued FA1 business  run-off  issues was  not indicated or antlopared from the external  actuarial review 

con?pleted  for the  interim results announcement in March  2000. The extent of this development  was not quantified  until  recently 

when a further exhaustive review was completed It is now believed that all of the FA1 run-off  adverse  claims development has 

been  accounred for 

The  Allianz transaction, as  disclosed in the  Directors’ Report, means that  the substantial  value  in the on-going FA1 business  has 

materially assisted to ensure  that  the large goodwill figure will be replaced  by  cash  and  receivables 

The  equity attributable to shareholders  decreased  by $7.6  million or 0 8% mainly  as  a net result of increase  in  share capital and 

reserves  due to shares  issued pursuant to the Dividend Reinvestment Plan and  dividends  paid of 6 cents for the financial  year 

STATEMENT OF CASH  FLOWS 

Net cash outflows  from operating activities were  $678.3 million, reflecting  the incidence of  major ioss events and  increased 

reinsurance  coverage. 

The $543.8 million cash inflows from investing activities mainly reflect  the proceeds from saies of  investments during the year, 

Further details are  provided  in the full financial statements. 



PROFIT  A h D  LOSS STkTEMENT C O h S O L  I A T E D  

'0 .  ?e year e-cec 37 -."ne 2900 1.7.99 TO 1.1.98 -0 1 30.6.00  30.6.99 
$m Sin 

Operating profit  before abnorrnai itern and m o m e  tax 

Abnorrrai item before !nrome tax 

Operating  profit  before  income tax 

Income tax attributable to operating profit 

Abnormal tax expense 

Operating profit  after  income tax 

Loss on extraordinary itenis 

lncoine tax attributabie to ioss on extraordinary items 

Loss on extraordinary items after  income tax 

Outside  equity mrerest in operating profir 

Operating  proiit/(iossl  after extraordinary items and 

mco,ne tax attributabie io members of :he  parent entity 

iAccun?uiated /osses)/retained  profits at the  beginning of rhe oenod 

Totai available for appropriatiori 

Divider;ds a,na ot,?e: c!s::mbut/ons p:oviced ?c!- or ca:c 

Accimuiated iosses 6: the em7 of tne per,od 

61.9 102 U 

(6.0) (50.0) 

55.9 52.0 

(17.91 (14 71 

(18.8) 

19.2 37 3 

150 1 )  

150 l i  

10.81 18 41 

18.4 (2 1 2; 

126.51 89.9 

(8.11 68.7 

(49.41 (95 21 

(57.51 (26 51 

b 
? 



B A L A L C E  S P F E T  C O N S O L I 3 A T E 3  

ar 30 June 2000 

Curren? Assets 

Cash 461.6 638  7 

Receivables 1 603.6 l 400.7 

Investments 624.4 803 5 

Reinsurance  recoveries  recewabie 8 431.6 415.5 

Deferred acquisition cosrs 304.3 278.3 

Other 25.0 33.8 

Total  Current  Assets 3 450.5 3 570.5 

Non-Current Assets 

Receivables 

Investments 

Plant  and equipment 

Reinsurance  recoveries  receivable 

0.6 35.0 

1 753. I 1 908.8 

164.6 147.8 

8 1 388.3 986.7 

494.4 346.5 

Othei 244.4 191.7 

Total  Non-Current  Assets 

New South Wales Workers Comoensation  Statutorv  Funds 

4 045.4 3 616.5 

831.2 864. l 

Total  Assets 

Current Liab/lities 

Accounrs oavable 

Borrowings 

Provisions 

Outstanding  claims 

8 327.1 8 051 1 

381.0 563  7 

19.6 164.5 

83.7 463 

1 423.4 1 415 5 

Unearned premiums 1 069.4 l 038 9 

Other 49.2 33.9 

Total  Current  Liabilities 3 026.3 3 262.8 

Non-Current Liabilities 

. . . . .  . 

Accounts payable 14.5 

Borrowings 504.4 335.8 
. . . . . .  

Provisions 

Outstanding  claims 

Total  Non-Current  Liabilities 

4.1 6 0  

3 007.5 2 636.0 

3 530.5 2  977  8 

New South Wales Workers Compensation  Statutory  Funds 831.2 864 1 

Total  Liabilities 7 388.0 7 104 7 

Net Assets 939.1 9464 

Shareholders‘  Equity 

Share  capital 

Convertible notes 

Converting notes 

Reserves 

697.9 684.2 

65.3 653 

213.1 273. l 

8.7 (1.0) 

Accumuiated iosses (57.51 126 5) 

Total  Shareholders’  Equity attributable to members of the parent entity 927.5 935.1 

Outside equity interests in controlled entiries 11.6 11.3 

Total  Shareholders‘  Equity 939.1 946.4 

77 
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Cash fiolws iron; operating actw:t!es 

Premiums  and  fees recewed 

Cbims paid 

faymenrs  to reinsurers, suppiiers and employees 

Dividends received 

2 829.8 3 315.8 

17 784.2) (2 507.61 

11 818.3) f 1 357  4) 

23.1 368 

interest  received . .1.07.5 179.7 

R ~ ; J :  recewea 17.0 20. I 

Interest  pa:d 

income taxes  paid 

Net cash  used  in  operating  activities 

Cash fiows from investing actwities 

P2yrnents for plant and equiprr~en? 

Proceeds from sale of uiant 2nd eauipnlent 

Proceeds from sale of conti-oiied entities, ner of cash disposed 

Payments for purchase of controlied  entitles, ne? of cash  acquiren 

Proceeds, net of  payments, for investments 

Net cash provided by investing  activities 

Cash fiows from financing activities 

Proceeds from converbbie and converting note issues 

P2y,me4n?s :e!2t'.1g :c co!lvert:b/e 2 r d  co,n~e:+:,~g ::c:e 'SSL'DS 

Proceeds from borrowings 

Repayment of noirowing.5 

J ivroeds  pad 

Cociuon mteres? on cowertihie al-d conver'iqg  nc!e ssves 

Proceeds from issues of shares ano' opt1on.s 

Bor;on',ng cosz  

146.71 126 61 

16.51 18.21 

(678.31 ;341 41 

3.2 49 

54.6 36 

13.81 97 6 

541.3 502 9 

543.8 531.4 

275 1 

l4 4: 

(185.31 447 5 

638.7 233 7 



The  Concise Financial Report  has been derived from the fuii 2000 financial statements as presented in the HIH  Insurance Limited 

Annuai  Report, which coniply with rhe  Corporarions  Law.  applicable Accounting Standards  and Urgent  Issues Group  Consensus 

Views. This  Concise  Financial  Report  has been prepared in accordance with accounting standard AASB 1039,  Concise  Financial 

Reports  and the relevant  provisions of  the Corporations Law. A fuil description of the  accounting policies adopted by HiH Insurance 

Limited is provided  in the full 2000 financial statements. The accounting policies are consistent with those  of  the previous financial 

period  except  where otherwise disciosed. 

(a) Comparatives 

The economic  entity changed its financial  year end  from 31 December to  30  June as at 30 June l999 These financial statements 

have been prepared to provide financial information and statements for the year to 30 June 2000 with comparatives stated  for rhe 

eighteen  month  period to 30  June 1999. 

Prior  period  comparatives  have been reclassified, where applicable, to  conform  with the presenrauon of the  current financial period 

and  changes  in  accounting policy. 

(bl Amounts payable  to/due from reinsurers, other  insurers  and statutory bodies 

A  designated committee of the Board of HIH  insurance Limited oversees the  entire reinsurance program  for  the Group,  including 

ensuring that  the vast  majority of  the individual reinsurance protections are with A rated  companies or better, 

Amounts payable to or  on  behalf of, or due from reinsurers, comprise reinsurance premiums less  recoveries due from reinsurers 

for ciaims  paid  Reinsurance  recoveries  receivable  represents amounts due from reinsurers for clams outstanding, and  are  measured 

at the  present value of expected  future receipts, calculated  on the  same basis  as the liability for outstanding  claims. 

Amounts  due  from or payable to orher  insurers comprise  that  portion  of claims  paid which is the sub~ect  of an  agreemenr 01 

anticipated agreement with other insurers  in relation to their expected  contribution. 

FGiiGvv!/ig the ac~ufSiii0iJ of ;Ai;  insur-ances Lmred, the a"0arti's  reinsurance commirree ais0 approvea me purchase of whole of 

account reinsurance  contracts with  AAA and AA rated companies. These contracts are long-term and  are aimed  at reducing the 

volatility of  the  profit and loss account. The premiums expense  in the  future years for  these  long-term reinsurance contracts wiil 

be recognised  in  accordance with the  pattern  of reinsurance services received.  The reciprocal of  the  long-term  benefit  of  these 

contracts is that  commutation  before  the  end  of their term may have  a  material  adverse impact on financial results and/or  solvency. 

The  Board  has no  intention to  commute these contracts. 

Amounts payable to or due from statutory bodies comprise claims  recoveries  payable to or due from those bodies  under the various 

iaws and  regulations  applying  in the  states and territories in which the consolidated entity operates. 
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Gross written  premium 

Gross premium earned 

Outward reinsurance expense 

Net premium earned 

Clams expense 

Direct 

Inward reinsurance 

Clams handilng cosrs 

Total clalrns evpense 

Reinsurance recoveries 

Net cla'nx ~r~curred 

Underwriting expenses 

Fire  brigade  charges 

Ner acquisioor cos:s 

Total underwJ l r~g  experses 

Underwriting loss 

investment return on po,icyko,'ce:s' Iu;ics 

Ner discmr!  rate a$Lstrver'! 

Other business actwities iner1 

Insurance  result 

Gzgjb, . / , ! '  - lvo?lsat ty 

investment return on  shareholders' funds 

,';1re,es: exi3' lse 

CO ' r 2  : , ,; ,E 131F.5 

Other 

Operating prafit before abnormal  item  and  income tax 

2 867.6 3 347.2 

2862.5 3 1368 

1867. l) /S 12 2) 

1 995.4 2 324  6 

(2  608.4) (2 634 71 

(107.3) 1263 51 

(63.0) 145.51 

12  778.7) 12 943 71 

1286.6 1 1235 

I 1  492.11 I 520.21 
~~~ 

(308.7) 1328.21 

139.1) 152.41 

1259.01 1297 51 

1606.81 ,678 l1 

(103.51 1 7  73 71 

175.0 229.0 

:: 3) 

1.3 4 5  

72.8 585 

135.31 '20 81 

60.4 97.3 

61.9 '02 0 



O P E A P - I N G   R E V E N U E  C O U S O L ~ S A T E D  

1.7.99 TO 1.1.98 73 
30.6.00 30.6.99 

Gross premium earned 

Direct 2  754.5 2 816  7 

inward reinsuiance 108.0 320 7 

2862.5 3 136.8 

Reinsurance  recoveries  revenue 1 286.6 l  723.5 

investment revenue 

Diwdends from 

- associated entities 

~ non-related entities 

Interest  from 

0.7 

23.0 149 

~ non-reiated entities 109.5 194.2 

Rentals 17.0 75.4 

150.2 224.5 

Changes  in  ner market value of investments 

- realised 

- unrealised 

Total  revenue 

53.6 97.9 

31.6 12 l )  

85.2 95.8 

88.6 103.1 

3.2 4.8 

4 476.3 4 688.6 



Loss on sale of interest in controiled  entity - (50. I I  

kpp/icabie income rax 

- 150. l) 

f X g h I k G S  " E R  S H A R E  
l cents cents 

I 

Basic earnings  per  share . .. (0.6) . . 4 0 

Diiuted earnings  per  share 1.9 5 6  

I 
ON  DIVIDEND 

: ORDINARY PER j SHARES  ORDINARY 

$m 
SHARE 

5 

The foiiowing dividends of the consoirdated eqtity 

have been paid, deciared  or recommended since 
the end of the proceeding frnanoai ner'oo 

Finai dividend far 30 June l999 iui iy franked, 18.5 3 04 

paid I7 September 7999 

Final dividend far 30 June 2000 iuiiv franked, 9.4 0 02 
paid 6 Octobei- 2000 



S E S I v i E N -  I V I C 3 V A T  O N  R i V E N C l E  
I 

1.7.99 i c  1.1.98~0 
30.6.00 30.6.99 

~~ 

Contributcons to consolidared revenue, operating profit before 

income tax  and :oral assets held  during the period were 

By Activcty 

- Underwritino 4 476.3 4 688.6 

B y  Geographlcal  Area 

- Australla 2 441.1 2 908.0 

~ U.S.A. 488.8 736.4 

~ New Zealand 286.0 187.7 
. . .  

. .  

Asia 197.8 150 3 

- Unlted Kingdom 1016.9 664.2 

- Argentina 45.7 42.0 

4 476.3 4 688 6 

O P E S A T I N G  PROFIT  
B E F O R E  

B y  Activity 

- Underwriting 

B y  Geographical Area 

~ Australca 

I 1.7.99?0 1.1.98TO 
30.6.00 30.6.99 

55.9 52.0 

152.5 78.4 

- U.S.A. 

~ New Zealand 7.2 17.4 

- Asia 111.91 (5.4) 

- United Kingdom 148.71 (2 1.71 

Argentcna 2.2 3.8 

55.9 52.0 

. . . .  

TOTAL  ASSETS 
- - 

30.6.00 30.6.99 
$m 

By Activity 

- Underwriting 8327.1 8057.1 

B y  Geographical  Area 

- Australia 6 008.3 6 360.5 

~ U S.A. 762.5 733.9 

~ New Zealand 

- Asia 

- United Kingdom 

- Argentina 

310.3 2056 

246.8 92 2 

949.0 625.0 

50.2 33 9 

8327.1 8051 1 
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Expected  future recoveries on outstanding claims !undscountedi 

Discount to present value 

Reinsurance  recoveries  receivable 

1991.6 l 550 9 

(171.7) 1148 71 

1819.9 I 402 2 

Current 431.6 4755 

Nowxi rent  l 388.3  986.7 

1819.9 l 402 2 

Consistent wirh industry practice, the consohdated entity has entered 

into whole of account reinsurance contracts to protect its underwriting 

portfolio In the  current yea6 the consohdated entity has entered into 

a  further whole of account cor;t;act foi- a per:od of ii:,e  years 

lnciuded in reinsurance  recoveries  receivable  ahove is $220 miiiicn 

of discounted recoveries relating to this contract. Of this amount, 

the recovery of $720 million IS dependent upon the  performance 

of the contract, in line with expectations over the life of the contrac: 

The princ!pal factors influewing performance  rilchdet 

l ,  Investment performance of the underlying  experience accomt 

2 Claims payments  patterns 

3 Cortmuiry of  the cortract 

These events are  Inherently  uncertain  and the  ultimate  performance 

of  the corltract ZITI the reai'sation of :?e benefits c f  fPe c o v a c :  " c ' y  
differ from expectations. The net financial benefit o f  this contract  for 
the  current year vJas $S4 rn4ion  airer taxes 



On 13 September 2000 a joint venture  agreement  was  signed 

between certain controlled enrities and  Alhanz Australia Insurance 

Limited (a wholly-owned subsidiary of Allianz  AG).  The joint venture 

business will comprise Allianz and those  controlled entry's private 

motor, householders, CTP (New South Wales  and  Queensland), 

and  rural  and commercial business sourced  through all distribution 

channels wirh the  exception of international brokers. 

The terms  of  the ] o m  venture  provide Allianz with 51 % equity and 

the consolidated entity with 49%, effectively reducing the  consolidated 

entity's retail annual premium by  around $300 million to $700 million 

Under the  agreement, Allianz will pay the consolidated entity $200 milhon 

upfront and  have a call option to acquire the consolidated entity's jomt 

venture interest a t  fair market value after 5 years (up to a maximum  of 

$500 million with a minimum  of $125 million). The  consolidated entity 

has a put option, exercisable at the  minimum valuation at any time. 

The joint  venture is due to  commence on l January 2001, subject to 

certain conditions  precedent,  including  regulatory  approvals  and the 

maintenance of an  appropriate claims paying rating 

ADJUSTMENT T O  2 R E L I M I N A R Y  F I N A L  STATEMENT F I N A N C ' A L  S T A T E M E h T  F N d L  S T A T E M E k T  
C O N S O L I D A T E D  P R E L I M I N A R Y  

t 

The coi;so/;da?ed balance sheet of the  corisoldared 

entity for the year ended 30 June 2000 differed from 

rhose  announced in the Unaudited  Preliminary  Final 

Statemenr made to the Australia,i  Stock  Exchange, 
as follows: 

~~ 

Sin 

Non-Current Assets 

Reinsurance  recoveries  receivable 1 388.3 986.7 1388.3 634.7 

Total  Non-Current  Assets 4045.4 3616.5 4045.4 3264.5 

Total  Assets 

Non-Current  Liabrlities 

Accounts payable 

Borrowings 

Ourstanding  claims 

Total  Non-Current  Liabilities 

Total  Liabilities 

8327.1 8051 l 8327.1 77254 

14.5 2.4 

504.4 335 8 516.5 335.8 

3007.5 2 636.0 3007.5 2284.0 

3530.5 2  977.8 3530.5 2  6258 

7388.0 7 104.7 7388.0 6779.0 

The  changes  in the above  balance sheet  Items arose from 

l .  Reclassif/cation of certain accruals between  Borrowings 

and  Accounts  Payable 

2 Amendnienr to prior period  comparatives reflecting the 

change in accounring pol~cy on whole of account  reinsurance 
contract recoveries 



The directors declare fhat: 

h i  the  finanoai  starements and  associated notes  compiy w:th the  Accounting Standards  and Urgent Issues  Group 

Consensus Views, 

(h,! the financia! statements and notes gwe a true and  fair view of the financial position as at 30 June  2000 and 

performance of the company and consolfdated entlty for the year then ended, and 

/c) in the  directors’ opinion 

(1) there are  reasonable grounds to beikve that  the Company v d i  be able to pay its dehts as and when :,?ey heconie 

due and  payable; 

(11) the financiai statements and notes are in accordance with the Corporations Law; and 

/III~ at the  date o f  ths  deci;.,arion, there are  reasonabie  grounds to believe that the paren: ent’ty and the subsidjarJes narv 

to the  deed described  in Note 37 of the io// financial sfafernents wiii be abie to  meet any obligation or !labilities to which 
;hay are or may I;econis subj:je;t bp v,%e c: ?kc 3ced of Cross G:ars,Yes. 

Made In accordance with a resolution of the  directors 

Sydney, 16th October 2C00 



:NJEPENDEI \T   AUD;T   REPOFlT  
I 

To the  Members  of HiH Insurance iimited 

Scope 

We have audlted  the  concise financial  report of HIH Insurance Limned for the financial  year ended 30 June  2000 as set  out on 

pages 23 to 36, in  order to express an  opinion  on i t  to the  members  of  the  company. The company's  directors are  responsible 

for the  concise financial report. 

Our audit has been  conducted in accordance with Australian Auditing Standards to provide  reasonable  assurance whether the 

concise financial report is free  of material misstatement.  We have  also performed an independent  audit of the full financial 

statements  of HIH Insurance Limited  for  the year ended 30 June 2000. Our  audit  report on the  full financial statements  was 

signed  on  16th October  2000 and was  subject to an emphasis  of matte[ 

Our  procedures  in  respect  of the  audlt  of  the  concise financial report included testing  that  the  information in the  concise financial 

report IS consistent with the full financiai report and  examination,  on  a rest basis, of  evidence  supporting  the  amounts, discussion 

and  analysis,  and  other  disclosures which  were  not directiy  derived from the full financial statements These procedures have been 

undertaken to  form an  opinion whethec in  ail  marerial  respects, the  concise financial report IS presented fairly  in  accordance with 

Accounting Standard  AASB 7039 "Concise  Finanoai Reports". 

The audit opinion expressed in this report has been formed on the  above basis. 

Whole  of  Account Reinsurance 

Without qualification to the opinion  expressed  above, attention is drawn ro the  following  matter.  As jndicated  in Note lib) to the 

financial statements,  the consolidated entity  enters  into whole of account reinsurance contracts to  protect its underwriting  portfolio. 

The realisation of benefits arising from a contract  entered into during the financial  year  are dependent on factors described in Note 8 
to the tinancial statements. 

Arthur  Andersen 

Chartered Accountants 

Sydney,  76th October 2000 

John Buttle 

Partner 

cn 3 
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SECRETARY 

Frederick Lo 

W A R E  a r G I s m y  

Registries  Limited 

Level 2, 28 Margaret  Street 

Sydne\< New South !/Vales 2000 

LO;C f i f ; ,S - '  

Nedra  Nommees  Pty  Limited 

c/- Houston & Hanna 

Secretanai  Services 

Suite 75, George Turner OPices 

1 I 1 McKay  Gardens 

Turner ACT 2612 

A S X  C O D E  

HIH ~ Oi-dinarv  Shares 

HlHG - Cor:ve/-r\b'e Notes 

HNZG - Converting  Notes 

A U D I T O F S  

Arthur A d e r s e n  

363 George  Street 

Sydney,  Ne;v So~,t i -  !dales 2000 

P F ! N C ! P A L  BANKER 

Westpac  Bankirlg  Corporatron 

1 79 Eiizabeih  Street 

Sydney, New South Wales  2000 

PncehwaterhouseCoopers 

201 Sussex Streer 

Sydney, New Socith Wales  2330 

PncewaterhouseCoopers 

Southwark  Towers 

32 London Brldge Streef 

London SEI 9SY 



S Y 3 k E Y  

AM?  Centre, 50 Bridge  Street 

Sydney, New  South  Wales 2000 

Tel: 02  9650  2000 

Fax: 02  9650  2030 

M E L B O U R N E  

Collins  Tower, 35 Coliins Street 

Melbourne, Victoria 3000 

Tel 03  9224  3000 

Fax: 03  9224  30  12 

ADELAIDE 

Riverside  Centre,  North  Terrace 

Adelaide,  South  Australia 5000 

Jel: 08  8468  7777 

Fax. 08  8468  7887 

BRISBANE 

Waterfront Place 

1 Eagle Street 

Brisbane, Queensland 4000 

Tei. 07  3815  I100 

Fax: 07 3815  1293 

H O B A r i T  

ANZ  Centre, 22 Elizabeth Street 

Hobart,  Tasmania 7000 

Tel. 03  6220  7000 
Fax: 03  6220  7077 

?E37d 

BankWest Tower 

108 St Georges Terrace 

Perth,  Western  Australia 6000 
Tei: 08  9288  8000 

Fax. 08 9288 8 IO9 

D A R W , h  

59 Smith  Street 

Darwin,  Northern  Territory 0800 

Tei: 08  8981  2022 
Fax: 08  898 1 245 7 

C A N B E R l A  

Ernst & Young House 

54 Marcus Clarke Street 

Canberra,  ACT 260 7 

Tei: 02 6248  0755 
Fax: 02  6248  8633 

NEW Z E A L A N D  

Quay  Tower, 29 Customs  Street  West 

Auckland l 

Tei: 9 379  7697 
Fax: 9 379  7777 

L N I T E D  K I N G D O M  

85 Gracechurch  Street 

London, EC3V OAA 

Tel 20 7458  2000 

Fax: 20  7458  2400 

H O N G   K O N G  

Suite 23/6 Dah Sing Financia/ Centre 

108 Gloucester Road 

Wanchat, Hong Kong 

Tel: 852  2877  3888 

Fax: 852  29  16  8835 

USA 

50 Beale  Street,  15th Floor 

San Francisco,  CA 94105 

Tel 475  836  4100 
Fax: 4 15  836  4200 

A 9 G E N T I N A  

Torre Bouchard 

Bouchard 547 Piso 20 

( 7  106) Buenos  Aires 

Tei: 54 1 1 43 l2  5900 

Fax: 54 l 1 43  12  5600 

C H I N A  

Unit 2128, China World Tower 

1 Jianguomenwai  Avenue 

Beijing 100004, P R China 

Tel: 86  10  6505  3822 
Fax: 8610  6505  1513 

M A L A Y S I A  

Main  Office  Tower,  Level 13 

Financial Park Complex 

Jaian Merdeka 

87000 federal 7errrtory  Labuan 

Malaysia 

Tel: 6087451  318 
Fax: 6087  451  618 

S O U T H  KOREA 

14/F Seian  Building 

Shinmun-Ro 116, 7 Ka, Chongro-ku 

Seoul 100  10-700, Korea 

Tel: 822  733 7 700 

Fax: 822  733  6380 

P Y ! L  P P I N E S  

78/F PS Bank Jower 

Sen  Gil J. Puyat Avenue 

Corner  Tindalo Street 

Makati, Phiiippines 

Tei: 632  888  6576 

Fax: 632  888  6575 

l 
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rewew  was  a  tough  one 

pany  l am  also  the  frst ro 
wledge it was an even  tougher 

for  our  shareholders.  given  the 

' substantial  erosion of  value  of  holdmg 

that  took  place in the  share prce  

What  went  wrong? /n short, the  strong 
W Y  
g&?;, ,. performance  from OUI Australian  and 

b.& $ ,: , New Zealand  operations  was  not 

::$" sufficient to offset  the  market 

actually  exacerbated  the  probiems 

because  of ?he colncidence of the high 

F 

, :::, . frequency  of  catastrophes  faced in the 
:* + 

London  market  and  the  contmumg 

poor  market  conditions  for  Californ/a 

workers  compensation  Moreover 

while  we  streamlmsd  and  improved 
I I, 

h 1 the  operations of FA/  post-acqu/s/t/on, 

we  suffered badly  from  adverse  claims 
. I l i * l t  , development  from  busmess  acquired 

i . .  
''L through  the  acqursmon  of FAi 

ome deterioration  had  been 

red  from  this area, the  extent 
L , 

at we faced \.was not expectetd. 
*@y: 

., r nor  could / t  have  been  anticipated. 

W'"'  " '  
' The  end  result is that  the  events  of  the 

year mflicted  material  damage O P  both 

our  profitability  and  our  capital  base 

vVnar are ~ " : e  do~ny a h u r  tr.7 

Well, w e   n o h  must live wy:thln tr'e 

(4s weil as reviewing the  whoie 

busmess we've  made Board  and 

management  changes Ray Wrlhams 

will  be  retiring  from  the  position 

of  Ch/ef  Executive  and  will  step 

down  on  the  appointment  of  his 

replacement  On  behalf  of  the Board, 

l would  lke  to  place  on  record our 

thanks to Ray W/lhams  for h/s 

contributron to HIH He  founded 

this company ana  over 30 years 

of  dedication  and  tireless  effort  he 

turned  a  start-up  busmess  into  a global 

corporatlon  with  turnover of $3 billion 

and  total  assets of $8 billion - 

a  remarkable  ach/evement. Ray has 

inspired a//  around  him  with his selfless 

passion  for  the  company  and h/s work 

ethic.  We  a//  wish  him  we//. 

More  changes  will  no  doubt  follow 

on  the  appomtment of a  new  Chief 

Executive, an appomtment  currently 

expected  to  be  made  before  this 

calendar year end The k e y  objectives 

for  HlH  going  forward  are  to  protect 

and  nurture  our  core  business areas 

and to  ensure  that  the  company has 

a  sound  financial  base. 

T h s  report  contains  more  details on 

ali of  these  areas 

Before  concluding, l would  like  to 

thank  my  fellow  Directors and a// of 

the  management  and  staff  for  their 

v,, -66-d- "l L., thrnrmh L, .. tn /hs t  . . I  .-. I hac ." nhv,nr,s/y " . 

beg,? a (esb::g ps,q& ;c,- ~ m p , n )  

and  its  shareholders.  Everyone has 

shown  exceptlona,  comm,tmer? to 

:he conpanv  and ,?S future 



m Continumg  mprovement in the m Strong  results, yet again, 

HlH  Australian  book  (two-thirds  of in New  Zealand. 

the  company's  business). 

m Further  adverse  experience  from m A  volatile  and  problematic  market m A  regulatory  reform  process  that 

FA/  run-off  business.  envronment  for  our  California- will  make  Australia  one  of  the 

based  United  States  workers world's  most  capital  intensive m Losses  flowing  from  the  depressed 

stage  of  the  United  Kmgdom  rate  compensation  business.  lnsurance  jurisdictions. 

cycle, 

m initiating,  early  in 2000, a  global 

busmess  review. 

m Arising  out  of  that  review,  post- 

balance  date,  by ; 

formmg  a  new  retail  insurance 

venture  with Allianz Australia 

Limited  designed  to  prowde 

steady  earnmgs  and  a  capital 

8 With  corporate  insurance  market 

leadership in Australia and New 

Zealand 

m Contmuing  challenges in A post  results  announcement 

establishing  a  supportable  critical Standard & Poor's  ratings 

mass  for  our  Asian  operatlons. downgrade  from  A-  strong  financial 

strength to BBB+ good. 

base  tailored  to  meet  Australia's ceasing  to  underwrite  new 

proposed  new  regulatory  regime workers  cornpensation  business 

introducing  changes  to  Board in the  United  States  and  selling 

structure  and  management the  renewal  rights  to  Californla 

aimed  at  substantially  improving workers  cornpensation  business 

corporate  governance  and  Board accelerating  the  financial 

effmency restructuring  of  our  Asia 

operations. 

m With  a 5 year 49% interest in one m With  a  significant  presence  at 

of  Australia's  leadmg  retall  general  Lloyd's  of  London. 

insurance franchises m On a strengthened Capital base 

and  a clear focus on  our  core 

businesses 

1 



m Results for the year from  both 

the UK Branch  run-off  and  the 

Cotesworth  syndicates  were 

generally POOT, although  it IS worth 

noting  that  the  histoncal fmanclal 

performance of the  pnnclpal 

Cotesworth  syndicates has been 

favourable  compared with  the 

Lloyd's  market  overail. 

Lloyd's  results  are  prcjduced 01; 

the  bass of 3 year accounting. 

RIS means  that  the 1998, 7999 

and ZOO0 undemrmng years  have 

not  yet  closed 

W According  to  lnternat!onal  rating 

agency, S ~ z r & ! i d  g ,P!JQ~~, '?,>G,- 

results  are  expected for the 1998 

and l999 years of account. 

Resuits W;/! mqrove !I, 2000, bur 

m The  experrence  of HlHk Cotesworth 

syndicates  matches  that  of  the 

L!oyd's  market  overali - strong, 

but  volatile,  earnings  over  the 

course of insurance  cyc/es. 

With  the  market  now  moving Into 

the  upward  phase of the rate  cycie, 

there  are  grounds for optim,sm 

In addition, HIH.5 strateglc 

aoplicatlon  of  whole of account 

reinsurance  protection IS assist!ng 

to reauce  earnings  voiatiiity gorng 

t n r i n l p r ~  



AS a 

m HlH has been m Asia  for  more 

than 15 years  and  this year wrote 

$101.8  million  of  gross  earned 

premium in the  region. 

m Beyond  the  group's Hong  Kong 

base, HlH  also has operational 

interest In Thailand, the  Philippines, 

Indonesia, Ma lapa ,  South Korea, 

Mainland Chma  and Papua New 

Guinea. 

m The  combined  operating  ratio  for 

Asia  operations  this year was 

112.5%. Thls outcome  was  primarily 

due  to  a  high  business  expense 

base  (which  itself  was  compounded 

by the  level of unearned  premium 

generated  from  recent  growth). 

m The  HlH  Asia  business  base is 

sound  and  the  management  team 

in place rs excellent.  The  prospects 

for  the  medium-term, in partmlar, 

are  good. 

m Our 2000 global business  revlew 

identified  that  a  substantial  increase 

in the  voiume of busmess  wrltten in 

Asia  is  required  to  properly  develop 

the  business  and  to  optimlse 

earnings.  The  timing  for  such 

expansion is favourable  now,  with 

Asia  insurance  markets  quickly 

maturing  and with  macro-economic 

indicators  showing  generally 

positive  srgns 

m HlH  has  different  priorities  for  its 

capital,  however  Consequently, In 

the  interests  of  shareholders,  the 

preferred  course is to sell the Asia 

business  to  another  party  w/th  a 

stronger  Asia focus, 

m This means  that  the  Asja  operations 

are  under  active  review  for  capital 

restructuring. 

m Unrted  States  busmess  represented 

10% of  HlH's  total  gross  earned 

p iemum in 1999/2000,  but  the 

financial  performance  of  the  United 

States  portfolio has been 

problemat/c. 

m All  of  the  portfolio is comprised  of 

workers  compensat/on  insurance 

(a key  competency  of  HIH),  of  which 

two-thirds is California  business. 

m The  situation in California  has 

shown  greater  volat/liry  than any 

other  United  States  property/ 

casualty  segment. 

m HlH has thus far survived  the 

oppressive  California  environment. 

However,  conditions in California  are 

not  improving  at  a  suffiaent  pace  to 

meet  our  earnings  imperatives. 

m Consequently,  on  31  October 2000 

the  company  announced  the  sale 

of  renewal  rights  to  the  California 

business  and  that  it  had  ceased 

underwriting  workers  compensation 

busmess in the  Un/ted  States. 

The  Califoma  operations W// /  be 

transformed  into  a  managing  agency 

in order  to  generate  externally- 

sourced  fee  income  while  retaining 

claims  management  expertise  and 

managmg  the  HlH  run-off  m  an 

orderly  and  efficient  manner. 

m Australian  operatlons  contributed 

$1.633.2  milhon. or 57%. of  the 

year's  gross  earned  premium  and 

$1,294.5  mlllion.  or  65%.  of  net 

earned  premwm. 

m As  predicted,  the  AustralIan financial 

performance  continued  to  improve 

with  a  combined  operating  ratio  of 

102.0%  recorded  for  the year. 

Strong  performance  was  recorded  in 

retail murance  and  the  expected 

rate  improvements  moved  the 

corporate  book  substantially  back 

towards  profit. 

m The  Australian  premium  rate 

environmenr IS now favourable for 

most classes  of  business. 

m In  Australfa, w e  believe  that w e  

cannot  mdependently  achieve  the 

scale  necessary to maintain  and 

further  develop  a  large-scale  retail 

distribution  market  franchise. 

Even  the  iargest  players in that 

arena  have  recently  reported  on  the 

significan:  cos%  associated &h 

such  a  market. 

m Consequently, w e  have  joined 

forces  with Allianz, one  of  the 

world's  largest  insurers,  to  facilitate 

further  generalion  of  the  scale 

economies  requlred  for  retail 

business. 

m In the  medium  to  longer-term, 

w e  have  decided  to  concentrate 

our operatlons  and  capital  on  the 

corporate  classes  of  busmess rn 

Australia.  These  business  classes 

have  been  prof/table  hjstoncally  and 

are  where  oremum  rates are now 

recording  strong  Increases. 

They  also  constitute  the  onginal 

and  core  busmess  base  of  HlH 

m The  Allianz  venture  provides  a 

5 year timeframe  to  migrate  to 

Australia's  proposed new regulatory 

framework 



3 A C K G R O U h J  

U Wednesday 13 September  marked 

yet  another  important  chapter  of 

development  for HlH 

m The  announcement of a  major 

qew Initiative - the HlH /Allianz 

underwrlting  agency  was  the 

culmlnation  of  a  lengthy  process 

aimed  at  ensunng  that HlH is a 

financlally strong  and  strategically 

well-positioned  company.  especially 

m view of substant,al  changes 

proposed for the Australian 

Insurance  regulatory framework. 

W H / H  lnsurance i m t e d  M H ' 7  and 

Allianz  Australia  LImited  agreed  to 

m=rbnt tnmr ., ,_,.  . retF(i/ -.-.. general  lnsuraoce 

busmess  through  a 100% owned 

Allianz company - a new  market 

force  second  only to NRMA  but 

W ! ! ! !  e > u p ~ ! w r  yG<~,y'o,",,," S,+,, "U". 

m The agency business W / / /  comprlse 

4llianz m d  HlH  refa,' murance 

business  soiirced  through all 

distribtitmi  channels  wlth  the 

oriman/  exception  of  corporate 

'.#- . . I---r --h;- r r r r n g r l  

n m y a r . =  
" / " (  " 

m The  terms of the  venture  provide 

Allianz with 57 % Interest  and HlH 

with 49% in the  venture 

m Importantly,  thls transaction marks 

a  managed  shlft In  strategic 

direction for HlH. I t  IS a  staged, 

orderly and  profitable  exit  from 

the rerail insurance area. 

U Our review has confirmed  that  a 

retail  strategy IS attractive  but 

requlres  a /eve/ of  scale  that IS not 

within our own  means  to  support 

and grow if w e  are  also  to  properly 

support our  historically  profitab!e 

and  Australian  market-leadmg 

corpnrate busirsss base 

m An overwhelmmg  positwe is that 

w e  have  formed  a  strong link and 

common Interest  with  one cf the 
~.,.,,- # -__" 1 --A h,nhl,, !'VL'!'LI c. IQlLJC.>! 0 , 1 1 1  I ,  ,"=L , , , y , , , r  

respecfeu' rnsbiiirce g;GupS. 



A L L I A N Z   V E N T U R E   U N D E R W R I T I N G   A G E N C Y   T R A N S A C T I O N  

I * 

DETAILS  

The  venture  with  Allianz IS designed to 

provide HlH with 5 years of  continumg 

proportionate  exposure  to  Australian 

retail  Insurance  busmess 

In broad  terms,  thIs  means 5 years 

more  of  premium,  claims,  expenses 

and  profits  from  what IS currently 

a  busmess  segment  generating 

consistent  earnings  returns  overall 

The move is consjstent  with  the 

company's  view  that retad Insurance 

requires large scale In order to 

underpin  market  share,  competItwe 

strength and expense  economies. 

HlH is contributing  approxmately 

$1,000 million m premium  to  the 

venture  and  Allianz  premium  of 

approximately $400 million /n  order 

to  equalise  the  equity position, Allianz 

IS paying  HlH $200 million  to  acquire 

a 57 % Interest in the  venture. 

Cornplebon of the transaction is 

the  date  on  which  the  new  venture 

commences - l January 200 1 .  

The venture  parties  each  have  optlons 

m relation  to theIr interests  HlH has 

a  put  optlon  that may be  exercised  at 

any time for $125 mllhon.  Allianz has 

a call option  exercisable 5 years  from 

commencement  (or earher in certain 

defined  circumstances)  for an exercise 

price representmg /-//H's 49% Interest 

based  on  a fair market valuation 

subject  to  a  mmimum  of $125 million 

and  a  maxlrnum of $500 mIll1on 

These  arrangements thus provide 

HlH with $200 millton In January 2001, 

wlth an addrtional$125 I $500 million 

payable early  in 2006, subject  to 

specific  exercise  events  and  the fair 

market  valuation  (to  be  undertaken 

by an Independent  accountant) 

The  Australian  general  Insurance 

Industry's  migration to a new  set  of 

prudential  and  regulatory  standards, 

including  new  capital  adequacy 

requirements, is currently  not  expected 

to be  comoleted  untrl2007. 



Operating  profit  after  income tax m Whole of account  rernsurance, 

for  the year ended  30  June  2000 entered  into  wlth AAA and AA 

was $18.4 million  compared  with reinsurers  consistent  with  industry 

a loss of  $39 8 million  the  orevious practice,  slgnificantly  protected  the 

year The 2000 result  included Group's  underwriting  portfolio. 

pre-tax  abnormal  items $/18.81 These  contracts  are  long-term  and 

million  (for  the  impact  on  the are aimed  at  reducing  the  volatility 

Q! Group S tax balance of changes  in of  the  profit  and loss account. 

the tax range from 36% m Cash flow  from  operating  activities 
' a !!& d down  to  30%)  and  $(6.0/  million 
, 7 h ,  was neaabve $678 m/ll/on,  more 
j :; - 
;;l'.: j!, (reflecting  the  Queensland  State 
1'!"%. ;-I than  half of thls  number  reflecting 

l; Government's  decision  not  to  allow re,nSurance ~aoayments on the whole :, t ,  

Compulsory  Third Party insurers  to of account  protection  proqramme. . -  
' r  charge  Goods  and  Services Tax on The  settlement of  large FA/ run-off 

claims  constiiuted the bulk of the 

balance.  The  whole of account 

" I the  unearned  premium as at 

30 June 20001. 

m Gross  ,written urensium qievr bp reilsurance  protection has led to a 

18.7%  to $2 867 6 million,  mainly substantlal  increase in noncurrent 

due  to  the  first fuii year of  rhe lemsurance  recoveries  at  30  June 

FA/ acqwsltion  being  broughr ro 2G00 

3T.,-nt ,nt 
"I.."". - L .  e Ner invesirrjertt Irirxv7Te 

m The  combmed  operating rarlo 52235 4 mi im I, 1 epreser?irlng a 

improved from 108.8% to 105.2% return  for  the year of 9.8%. 

wi th most of  the  improvement The Group's  effective  exposure 

attributable  to  the  AustralIan to equities  rna7ginally  reduced  over 

operations.  Significant  factors the year (from 18.9% to I 7,9961, 

co,%r;buti,q= to :!: . & : ~ : & x  ~11th ?he as.wt a//oca::cn  rgmainlrlp 

oerformance  were  the  mpac: of '7eav'ip weighted (53 I % I  !oneras 

y.",.,." ..rrrir-+nri rz+e  ',nc'e3pc an9 r-nst &a0 interest / cash 



7 999 2000 

Gross wntten premium 

Gross earned premium 

Net earned premium 

Net /ncurred,clairns, 

Net acquisition costs 

Fire brigade charges/taxes 

Underwriting expenses 

Core  underwriting . . . .  profit/(loss) 

Other business activities (net) 

lnvestment income on pohcyhplders funds 

Net discount rate adjustment 

Insurance result 

Goodwill amortlsation . .  

Interest expenses 

Coupon interest on  convertible notes 

lnvestment income on  shareholders funds 

Operating  profit before income tax,  abnormal and extraordinary  items 

CTP OLD Goods and Services Tax 

2  415.0 

2 318.4 

l 662. l 

( 1  299.81 

(2 IO. 8) 

(36.6) 

(261.2) 

(146.3) 

4.4 

174.8 

9.9 

42.8 

( l  7.2) 

2  867.6 

2 862.5 

1 995.4 

(1 492.11 

(259.0) 

(39.1) 

(308.7) ... . .  . 

(103.5) . .  

1.3 

175.0 

72.8 

(35.31 

71 l 
1 

74.3 1 

60.4 

61.9 

Corporate tax rate change (18.8) 

Oca/ coal mine 150 1 )  

Operatmg profit/(loss) after abnormal and extraordinary Items (25.81 37.1 

lncorne tax expense  (5.8) (17.9) 

Operating  profit/(loss)  after income tax (31.6) 19.2 

OutsJde equity interest (8.21 (0.8) 

Operating  profit/(loss) after income tax,  attributable to shareholders (39.8) 18.4 

7 
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FINANCIAL  PERFORMANCE 

12 months 12 months 72 months 
June 1996 June 1997 June 1998 

Premium  revenue  earned - gross  (excl W A )  

Premium  revenue  earned - net 

. .  

Claims  incurred  and  expenses 

Combined  ratlo . .  

Underwriting  profit/(loss) 

lnvestment  return  on  policyholders'  funds 

Net  discount  rate  adjustment 

Other  business  activities  (net) 

INSURANCf RESULT 

. .  . 

Goodwill  amortisation . . .  

lnterest  expense 

Coupon  interest  on  convertible  notes 

lnvestment  return  on  shareholders'  funds 

Operating  profit before income tax, 

, .  . . . .  

. .  

ahnorma! n sxfrmrdinary items 

Abnormal - provkion  for  Goods  and  Servlces Tax 

Extraordinary  item 

Corporate tax rate  change 

Income tax expense 

Operating loss after income tax, 

abnormal & extraordinary  items 

Outside  Equlty  lnterest 

Operating  profit/(lossl  after income tax, 

attributable to shareholders 

, . . .  

. . .  

Diwdend  per  share  (cents) 

Earnings  per  share  (cents) 

Net  tanglble  asset  backing per share - d h t e d  * 

Return  on  equ/ty 

I i35.8 

888.5 

905.4 

107.9% 

116.91 

88.7 

2.9 

(3.7) 

71.0 

(4.7) 

(7.8) 

26.1 

90.5 

(31.4) 

59.2 

59.2 

13.0 

20.5 

1.23 

15.4 % 

1 343.0 

7 067.0 

I 094.5 

102.6% 

(27.5) 

105.6 

. .  . 

. . .  . (42.9) 

(1.7) 

33.5 

(5.21 

14.8) 

(5.4) 

95.8 

? ?2.9 

E 
1641.3 

1 300.5 

1 344.8 

103.4% 

(36. 1 )  

77.8 

0.5 

78.3 

15.0 

25.6 

1.38 

16.3% 

(44.3) 

109.6 

(2  7.8) 

0.6 

38.1 

(7.3) 

14.71 

(2.3) 

31.4 

55.2 

( 1  7.6) 

37.6 

10.1) 

37.5 

16.0 

9.9 

1.66 

6.5% 

12 months 
June 1999 

2 318.4 

l 662.2 

l 808.4 

108.8% 

(146.3) 

174.8 

9.9 

4.4 

42.8 

(1  7.2) . .  

(1 7.9) 

(4.5) 

71.1 

74.3 

(50.0) 

(50.1) 

(5.8) 

(31.61 

(8.2) 

(39.8) 

12.0 

(0.41 

1.02 

-5.0 % 

12 months 
June 2000 

2862.5 

1 995.4 . .  

2  098.9 

105.2% 

(103.5) . . . . .  

1 75.0 

1.3 . .  

72.8 

(35.3) 

(31.5) . . .  . 

(4.5) 

60.4 

52.3 

(6. Ol 

(18.8) 

(17.9) 

19.2 

(0.8) 

18.4 

6.0 

(0.6) 

0.67 

2.0% 

* Adlusted for  full effect of Convertible and Convertmg Note Issues, where apphcable 



- 179% EClUITIES 

- 15.4% PROPERTY 

c 53% PROPERTY LOAYS 

_r 2.3% UNLISTED EQUITIES 

1 591% CASH &FIXED 

aNTEREST 

The Group's  mvestment  asset 

welghtings  changed marginally  during 

the yeac reflecting  a  sllght  reduction 

in  exposure  to  equltles  and  further 

progress in the  property  asset sale 

programme  (undertaken  followmg 

the  company's  acqulsitlon  of  FA/). 

The  only  large  non-core  FA/  assets 

remaining wl th  HIH are  the St Moritz 

hotel m New York and  the  Emu 

Brewery  site in Western Australla. 

HIH has now  completed  the f m t  stage 

of the  disposal  of St Moritz and  has 

;ece;ved $125 ,mi!l/on  ?he Emu 

Brewery  asset  will be realised /n an 

3rderiy manner  through ongoing 

development 

The  overall  reduction  of  Group 

Investment  assets  during  the year 

!"{dS d :u!ictiOn 0: :he impac: of d 2 i E S  

payments  relating to run-off  portfoclks 

and  long-terril ,whole of ac'30~1X 

reinsurance eptered  into dunng 

me gertod 



INVESTMENTS INCOME 

120 1 CORE I FE&SED UNREALISED NET 1 GAINS 1 I N C O M E  

EUUITIES  FIXED  INTEREST/ C A S H  PROPERTY PROPERTY LOANS  EXPENSES 

Net  investment  income  for 1999/2000 

of $235 4 million  was  a sohd 

performance. 

The  Investment portfolio returned 

9.8% for  the year. tn excess of the 

benchmark  return  set by the  Group’s 

lnvestment Committee. Equity  stock 

selection  by  the  Internal  and  external 

equity  fund  managers  substantially 

contributed to  this  out-performance 

HlH’s non-core  hoiding in One-Tel By the  date  of  this  report, HlH was 

LlmIted  contributed  slgniflcantly  to no  longer  a  substantial  shareholder In 

realised  and  unrealised  gains  in the  first One-Tel and the  remamng holding IS 

half Howeve6  the  market-to-market not  materlal  to HlH’s Investment  fund. 

requirement  meant  that,  by year end, This  posItIon IS conslstent w/ th  the 

virtually all of the  unrealised  galns  had Group’s  investment  policies  and 

been  reversed guldelines  and  does  not  reflect  any 

particular Investment  vlew  taken 

as to  One-Tel. 



The directors have  pleasure In 

submitting  the financial statements 

of  the  parent  entitv, and the 

consohdated fmanclai statements of 
the  consohdated  entlty,  constituted 

by the  parent  entity and its controlled 

enat,es,  for the year ended 30 June 

2000 



CEO;;RcJ ,!,qTb;A C O - E h f  

NOY EXECLTIVE ChAiPMAN Ayei  6 6 .  

Chairman  of  Audit,  Human  Resources, 

and  lnvestment  Committees. 

Mr  Cohen has an  extenswe 

background In corporate  finanoal 

management  and  was  formerly  a 

senlor  partner  of  Arthur  Andersen. 

Mr  Cohen's directorships rnclude 

Foster's  Brewing  Group  Limited  and 

Diversified  United  Investment  Limited. 

RAYMOND  REGINALD  WILLIAMS  AM 

OEPUTV CHAIRMAN & -.HIEF EXECUTIVE {Agad id, 

In 1968  Mr  Williams,  together  with 

Mr  Michael  Payne,  founded  the 

Company  that  ultimately  became 

HlH  lnsurance in Australia. 

He has held  senior  executwe  positions 

in the  insurance  industry  for 40 years 

and is currently  a  Board  Member  of 

the  lnsurance  Council  of  Australia 

Limited. 

CHARLES  PERCY  ABBOTT 

NON-EXECUTIVE DIRECTOH IAged 61 l 

:v:&~Tb&r 0: Aud;:ii CGiEmii iEE.  

Mr  Abbott,  a  former  partner  and  now 

a  consultant to  the  major  law  firm 

Blake  Dawson  Waldron, is also  a 

director  of  a  number  of  other 

companies  including  Hinders Capital 

Limited  and  Bass Capital Limited. 

?ODh:Y S T E P k t h  4DLFF' ALl 

YON EXECUTIVE  DIRECTOP '4y.33 41 

Member of Investment  Committee. 

Mr  Adler is Chairman  and  Chief 

Executwe  of  Adler  Corporation Pty. 

LImIted.  He  has  a  Bachelor  of 

Commerce  degree  from  the  University 

of New South  Wales,  a  Master  of 

Economics  degree  from  Macquarie 

University  and is a  Fellow  of  the 

lnstitute  of  Chartered  Accountants 

in Australia. M r  Adler is a  Governor 

of  The  Sydney  Institute,  an  Adjunct 

Professor m the  Faculty of Business 

at  the  University  of Technology, 

Sydney,  and is a  director  of  other 

companies  including  Anaconda  Nickel 

Limited  and  One-Tel  Limited.  He is 

charman  of  Medtcine  Quantale  Limited 

and  Home  Security  International,  and 

joint  chairman  of  Juvenile  Diabetes 

Australla. 

JUSTIN  YERBERT  GARDENER 

NON-EXECUTIVE  DIRECTOR (Aged M I  

Member  of  Audit  and  Human 

&sources  Committees. M r  Gar&-er 

had  been  a  partner in Arthur  Andersen 

smce 1972 and ultimately  was  a 

Managing  Practice  Director  with 

responsibility  for  the  Asia  Pacific 

Region  over  which  he has developed 

a  high  level  of  expertise.  He is 

charman  of  Ashron  Minmg  Limited 

and  his  other  directorships  include 

Austar  Unlted  Communlcat/ons 

Limited,  Comblned  Communications 

Network  Lmited,  Hillgrove  Gold NL 

and  Hutchinson  Telecommunicatlons 

(Australia)  Llmited 

~ E G I ~ v A L ~  S1 r r  S L 

Noh E X c i  L"VE 71REST33 , 4 1 1 ~  59 

Member  of  Audit  and  Human 

Resources  Committees  Mr  StItt has 

practised as a  barrister  extenswely 

srnce  1968  and was  appointed  a 

Queen's  Counsel In 1983 Mr  Stltt has 

been  a legal adviser  to  the  Company 

since  It  commenced  busmess In 

Australia. 

HERMANN  FRANZ  RANDOLPH  \NEIN  

CHIEF  EXECUTIVE, ASIA (Aged 471 

Member of Reinsurance Committee. 

Mr  Wein is an attorney-at-law  and has 

had 20 years  operational  experience  in 

the  insurance  industry,  a  substantial 

part  of  which is  in the  Asia Pacific area. 

Before  loinmg  the  Company,  he  had 

been  a  senior  executive  of  Winterthur 

Swiss  lnsurance  Company  for  8 years, 

with  the  last 4 as its  Regional  Chief 

Executwe,  Asia  Pacific. 

Unless  Indicated  otherwise, 

all directors  held  their  position  as  a 

director  throughout  the  entire year 

and  up  to  the  date  of  this  report. 
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DIRECTORS  AND  OFFICERS  REMUNERATION 

~~ ~ ~ 

Details of remuneration  provided  to  Executive  and  Non-Executive Drectors and the fwe most highly remunerated offfcers for the year to 

30 June 2000 are as foilows: 

SALARY/FEE 
aasE 

NON-EXECUTIVE  DIRECTORS 0 
G  A  Cohen  AM 150 000 

C P  Abbott 46 468 

R S Adler A M  46 533 

J H Gardener 

A  W  Gorrie 17 451 

N R Head 5 576 

M W Payne 133 31 7 

R R Stitt Q.C. 50 000 

EXECUTIVE  DIRECTORS 

R R Williams A M  l 140 625 

T K Cassidy 664 833 

D Fodera 646  602 

G 0 Sturesteps 700 219 

H F R Wein 529410 

OFFICERS 

G  Davies 549 31 1 

G  Brown 632 745 

H  Simons 621 01 1 

B  Devereese 526 02 7 

N Britten 496  754 

COMMITTEE 
FEES 

0 
18 000 

4 000 

3 000 

7 000 

3 000 

7 000 

' N C E W V E S  

E 

I78 918 

556  234 

88 01 2 

Y 

69  080 

67 157 

SETIREMEtvT 
BENEFITS 

0 
48 090 

35 932 

3  467 

50 000 

7 7  856 

1 220 

7 l 514 

7 067 

7 067 

30  526 

7 067 

133  046 

34  91 7 

78  307 

95 033 

101 368 

OTHER 

0 1  

TOTAi 

216 090 

86 400 

53 000 

57 000 

32  307 

6 796 

133  31 7 

68  514 

147 692 

671  900 

677 128 

707  286 

648  328 

7 238 591 

755  074 

699 318 

690 134 

665  2 79 

No options were granted  during the year 

PRINCIPAL  ACTIV iT IES 

The  princtpal  activrties  of  the 

consolidated  entity  during  the year 

in Australia  and  internationally  were 

general  Insurance  underwriting, 

the  operation  of  insurance 

underwriting  agencies,  investment 

funds  management,  financial  services 

and  property  The  consolidated  entity 

also managed  workers'  compensation 

schemes In New South  Wales,  Hctoria 

and  South  Australla 

GROUP RESULTS 

Consolidated  profit of the  entity  for 

the year ended 30 June 2000 was 

$18.4  million  after  extraordinary  items, 

income tax expense  and  outsrde  equity 

interests. 

D l V i D E N D S  

A 100% franked  divldend  of 

$78.5  mrllion in respect of the  previous 

period, as disclosed In the 30 June 

1999 Directors'  Report,  was  paid  on 

17 September 1999 

An  interim 100% franked  divldend of 

$18.7 million  was  paid on 7 April 2000. 

Coupon  interest  totalhg $21.3 million 

relabng  to  convertible  and  converting 

notes  issued,  whtch  are  classified as 

equity, has been  treated as a 

distributlon  out  of  retained  earnings. 

The  directors  declared  a 700% 

franked fmal dividend  of $9.4 millron 

representrng 2.0 cents  per  share 

which  was paid to all shareholders 

on 6 October 2000. 

Additional  mformation is disclosed In 

the  consolidated fmancial statements. 



P E 'v E L'/ (2 F 3 P E ;i A.- (1 \~. S 

Premium  revenue  earned  was 

$2 862 5  million  for  the year 

to 30 June  2000  compared  to 

$3 736.8 million for  the  eighteen 

months to 30 June 1999. Operating 

profit  after  hconie ~ J X  for the year 

was $18.4 milifon as compared to the 

operatmg loss after  tax  amount  of 

$21.2  million  for  the  eighteen  month 

penod  to 30 June 1999. 

Additional  mformation  is  disclosed /n 

the  consolidated financial statements. 

S:GBII= 24':-  C.~,j'\,GES 'L '-,E S-&TE 

OF AFFAIRS 

In  the  opinion  of  the  directors  there 

were  no  significant  changes 1n the 

state  of  affairs  of  the  consolidated 

entity  that  occurred  during  the 

financial year under  revfew. 

CHANGE O F  F I V A N C I A L  Y E a P  END 

The consolidated  entity  changed  its 

financial year end  from  31  December 

to 30 June as at 30 June 1999. 

These  financial  statements  have 

been  prepared to ,prtowae  5nanc;ai 

information  and  statements  for 

the  veal to 30 June 2000 &ith 

comparatfves  stated  for  the  eighteen 

month  penod  to  30  June l999 

SIGNIF ICANT E V E N T S  AFTER 

B"-A:dcF r,A:; 

On  13  September  2000  a  loint  venturs 

agreement  was  signed  betweer! 

certain  controiled  entities  and Alhanz 

Australia  insurance  Limited (a wholly- 

owned  subsidtarv  of  Ahanz AGI The 

joinr  venrure Dusmess w~ii compnse 

Allianz  and  those  controlled  entitv's 

private  motor,  nousehoties, C ! k  

(New  South  Wales  and  Queensiand! 

anci rurai and c o m r w v a l  P4s/:~ess 

"" . ~ 

T,$Tc,iG,& a ' :  A ,.*c 1, .* -.- 

charnels w:?n r'7e exceU:;m c+ 

, ~ J ; e - ; - ~ ; , ~ - ~ ; ~  ,?-ye'-j 

I.',.,t, ,.l,, .,/ 

The  lerms of thelomt  venture provide 

Alhanz w f t h  57 % equity  and  the 

consolidated  entity  wlth 49%, 

etfectidely  reducing  the  consolidated 

entity's  retail  annual  premwm by 

a roma $3300 million  to $700 million 

Under the  agreement, .4lhanz W / / {  pay 

the  consolid2ted  entfty $200 milhon 

upfront  and  have  a call optfon to 

acquire the consolidated  entity's  loint 

venture  merest  at fair  market  value 

after  5 years (up  to  a  maximum  of 

$500  million  with  a  minimum  of 

$125  millionl  The consolidated entity 

has  a  put  optlon,  exercisable  at  the 

minimum valuation  at any tlme 

Other  than  the  abovementioned. 

the  drectors  of  the parent  entity 

have  not  become  aware  of any matter 

or circumstance  that has ansen  since 

the  end  of  the  financial year. whjch 

is not  otherwise dealt with in the 

consolidated  financial  statements. 

that has sfgmficantly  affected or may 

significantly  affect  the  operations  of 

the consolidated entity. the  results 

of those operations or the  state of 

affairs of the consoldated nnhty m 

subsequent  financial years 

, ' V E  v 3E',:EL!>>""F" -5 Ably 

- ,  ' ,  4 L  .):c 'C 
~ .. - - .. ~1 . - 

The  directors  ex,nert  the  COnsol/rl;lted 

entity's  future  operating  results to be 

affected by the loint venrure with 

4llianz  Australfa  insurance  Limited 

as noted  above 

T,here are no other  likely  developments 

in  tne  operations  of  the consohdatecr 

SniXy ana ti76 expeiiea r-esuits U T  

thnse nper,.r:cns !? iurure i:,X,?c!:! 

years except  for  those  the  dfsciosure 
?F ;2,,h;ch ,v.;cu/~ A h -  .7r,- - , , G rr,,, 'vn ai. fke 

,?:rectors. pre!udice  tqe  :n:erests  of 

,Q~:,'L.~,,',-,>-r,7 - - . - - ?''7,-1, . . , 

i 
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Detak  of  options  granted  to  directors 

or relevant  officers as part of thelr 

remuneratlon  are  set  out In the  section 

of  thls  report  headed  Directors‘  and 

Officers’  Remuneratlon  Details of 

shares  and  interests  under  optlon. or 

issued  during or slnce  the  end  of  the 

financial year due  to  the  exercise  of an 

option, are set  out In Note 28 of  the 

financial  statements  and  form  part of 

this  report. 

DIRECTORS  AND  OFFICERS 

REMUNERATION 

Remuneration  of  directors  and 

senior  executives  of  the  Company is 

estabhshed  by  the  Human  Resources 

Committee.  Remuneration IS 

determined as part  of  an  annual 

performance  review,  hawng  regard 

to  market  factors,  a  performance 

evaluation  process  and  Independent 

remuneratlon  advice. 

For executive  directors  and  officers, 

remuneration  packages  generally 

comprise  salary  a  performance-based 

bonus  and  superannuation.  Executives 

are also  provided  with  longer-term 

incentives  through  the  employee  share 

ownership  and  option  schemes,  whlch 

act  to  align  the  executives’  actions 

with  the  interest of the  shareholders. 

Non-executive  directors are not 

entitled  to  performance  based 

bonuses. 

The  non-executwe  directors are 

responsible  for  evaluating  the 

performance  of  the  Chief  Executwe, 

who In turn  evaluates  the  performance 

of all other  senior  executwes.  These 

evaluations are based  on  speclf/c 

criteria,  including the  Company 

busmess  performance,  whether  long- 

term  strategic  objectwes  are  being 

achieved  and  the  achievement  of 

Individual  performance  objectives, 

I N D E M N I F I C A T I O N  OF DIRECTORS 

AND  OFFICERS 

During  the year. a  controlled  entity 

paid an insurance  premium  to  insure 

drectors and  officers  of  the  parent 

entity  and  its  controlled  entities  against 

liability  The  directors  of  the  parent 

entity  covered  by  the  insurance 

contract  are  those  listed  on  page 72 

The  contract  also  covers all executive 

officers,  and  directors  and  secretarles 

of who/iy-owneu  conrroi/eu  entities. 

Disclosure  of  the  amount  of  Insurance 

premlum  payable  under.  and  a 

summary  of  the  nature  of  liabilities 

covered by, the  insurance  contract is 

prohibited  by  a  confidentiality  clause 

in the  contract. 

Slgned In accordance with a  resolut/on of the  drectors 

5 0 L \ 3  ‘ y c  0- L\‘.’O_U’TS 

The  parent  entity 1s of  a  kind  referred 

to In the  Australian  Secur/tfes  and 

lnvestments  Commission class order 

98/01 00 relating  to  the  rounding of 

amounts  m  the  consolidated  financlal 

statements  and  Directors’  Report  to 

the  nearest  tenth  of  a  million  dollars, 

or in certain  cases,  to  the  nearest 

thousand  dollars. 

L O D G E M E N T  OF FINANCIAL 

STATEMENTS 

The  parent  entlty has been  granted 

approval by the  Australian  Securities 

and  Investment  Commission  to  lodge 

the  financial  report  of  the  consolidated 

entity  by 37 October  2000.  Approval 

has also  been  granted  to  send  the 

financial  report to the  members  of  the 

parent  entlfy  by 30 November 2000. 

G A Cohen AM Dlrector 

Sydney,  16th  October 2000 

R R Wiillams AM Dlrector 



..e: ,.$;R pb@@rqs4pA wifl &e retiring 

from, the possition of Chief  Executive 

and  wiii step down'off the 

T E R M S  OF A P P O I N T M E I I l  

In  accordance with  the  Company's 

Articles  of  Association,  Board 

apporntments  have  been  made 

subject  to  election  by  shareholders 

at  the  Annual  General  Meetmg  and 

re-election  Directors  tother  than  the 

Chief  Executive)  retire  from  office  after 

a  three year term.  Under  the  Artlcles 

of Association, the  office  of an 

fxecutwe  Director  may  become vacant 

in certain  clrcumstances  Including  the 

incumbent  ceasing to be an  Executrve 

of the  Compmy for  any  reason. 

M E E T I N G S  AND A G E N D A S  

During  the  reporting  period.  ?he  Board 

met on 6 occasions and  directors  also 

attended  a  number of meetings  of 

Board  committees  (see Page 14 of thrs 

Report)  Agendas  for  Board  meetings 

are determmed by the  Chairman  and 

the  Chief  fxecutive. Each commlttee 

chairman  determines  the  agendas  for 

cornmlttee  meetings lr) consdtation 

with senior  management In addltlon 

TO fnrrna Board  meetings.  there is dso 

reguiar  consultation  between  the 

Board and  senlor  management. 

Funhemore.  the  Board  conducts 

^n *",,"l r n , , ; o . n ,  rrf nr,-)Pclt,""c I"  
- 1 ,  L1 1 1 1 ,  vu, I Y " , " " "  ", YFIY....."II- . , ,  

-L,, c--;, !l., irrt.,,n ,.,L,", ,"/!::L, ~ ~ ~ / 3 1  , ~ ~ n ~ < n c y x E . , - t  

BOARD C C M t N i T E E S  

The  four  main committees  and therr 

functions  are: 

Audit.  considers any significant 

matters relating to  the  financial 

affairs  for  the  Company,  includrng 

audit  issues,  accounting  policies 

and  performance  standards  in 

relation to financial  systems  and 

management, as well as 

environmental  and  Code of Ethics 

issues. 

Human  Resources:  reviews  total 

rernuneratlon  for  senlor  executlves. 

organisation  structure,  succession 

and  development p!ans  for  senlor 

managers and /ssues  relatmg to 

the  constltution of the Board. 

Reinsurance: reviews  the  scope 

and natclre of G ~ G u ~  reinsurance 

programmes  mchdmg  gross 

capacities and  retention  levels  for 

specific  business  classes  and 

provides  a forum for  examinrng 

reiatlonsnips with rernsurers 

lnvestment conslders  and 

formdates  Group asset  aliocafron 

ranges, ss: :nvcstment  guldeimes 

on currency  and  property  dealings. 

and reviews  ?he  performance of 

internal  and  external  fund  managers 

against  approved  benchmarks 



V O T I N G   R I G H T S  

Ordinary shares 

Sub~ect  to  the  Constitution  of  the 

Company,  a  member  entitled  to  vote 

may  vote  in  person or by  proxy or by 

attorney or by representative  at 

meetmgs  of  members. 

On  a  show  of  hands  every  person 

present who is a  member or proxy, 

attorney or representatwe  of  a  member 

has one  vote;  and  on  a  poll  every 

person  present who is a  member  or 

proxy, attorney  or  representative  of  a 

member has one  vote  for  each  share 

held by the  member. 

Convertible  notes/Convetting  notes 

Noteholders  do  not  have any right 

to vote  at  general  meetmgs  of  the 

Company. 

S T O C K   E X C H A N G E  

The shares  of  HlH  lnsurance  Limited 

are  listed,  and  traded  under the  code 

HlH,  wlth rhe AustralJan Stock 

Exchange  Limfted.  The  convertible 

notes are traded  under  the  code  HIHG, 

and the  converting  notes  under  the 

code  HNZG.  The  Company is a 

participant in the  Clearmg  House 

Electromc  Subreglster  System 

(CHESS). 

R E G I S T E R E D   O F F I C E  

The  registered  office is located  at: 

Level 42, 50 BrJdge Street 

Sydney  NSW 2000 

Telephone: (02) 9650 2000 

Facsmile (02) 9650 2083 

S H A R E K O N V E R T I N G   N O T E   R E G I S T R Y  

The  share  and  converting  note 

registers  are  maintained  at: 

Registries  Limited, 

Level 2, 28 Margaret  Street 

Sydney  NSW 2000. 

Telephone: (02) 9279 0677 

Facsimile: (02) 9279 0664 

C O N V E R T I B L E   N O T E   R E G I S T R Y  

The  convertible  note  register 

is maintained  at: 

Nedra  Nominees p t v .  Ltd. 

C/- Houston & Hanna  Secretarial 

Serwces,  Suite 15, 

George Turner Offices 

1 1  McKay  Gardens 

Turner, ACT2612 

Telephone. (02) 6249 851 5 

Facsimile:  (02) 6249 6792 

D I V I D E N D S  

Two  dwldend  payments  were  made In 

the year ended 30 June 2000: 

l999 finai  dividend  of 4 cents  per 

share  was  pald  on 17 September 

1999, 

2000 Interim  dividend  of 4 cents 

per share  was  paid  on 7 Apnl2000 

A final dfvldend of 2 cents  per  share 

was paid on 6 October 2000 

A  dwdend  reinvestment plan IS ,n 

place  which  enables  the  shareholders 

to apply  divjdends  pafd or declared 

fn subscribfng for ordmary shares  at 

a 5% dfscount  from  the  welghted 

average  market price of  the 

Company's  ordmary  shares 

Shareholders  may  partiopate 

in  respect  of  all  their  holdmgs or a 

specified  number  of  shares,  and  may 

vary the  level  of  parbcipation or 

withdraw  from  the plan at  any  time 

Shareholders who  wish  to  take  part 

m  the plan should  contact  the  share 

registry  for an explanatory  booklet 

and an applicatlon  form. 

2000/2001 F I N A N C I A L   C A L E N D A R  

13 SEPTEMBER 2000 

2000 preliminary  profft  announcement 

and  final  dwidend  declaratlon 

22 SEPTEMBER 2000 

Books close  for  final  diwdend 

B OCTOBER 200'2 

Payment  of  final  dividend. 

15 DECEMBER 2000 

Annual  general  meeting. 

MARCH 2001 

Half-yearly  profit  announcement 

and  interim  dividend  declaration 

Books close  for  mtenm  divldend 

CPRil. 2001 

Pavment of intenm  dividend 

SEPTEMBER 20Oi 

2001 preliminary  profit  announcement 

and  fmal dwidend declaratJon 

3CTOBER 2001 

Payment  of hnal dividend. 
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ID H1i-l I ~ S I J R A N C E  LIMITED 

i, . 4$. 
4: Mercantile  Mutual  Life  Insurance  Company  Ltmited 

5:' ANZ  Nomipees  Limited 

S: MLC Limited 

. .   . .  . .K . p$&~~! !!eee%+nees Limited 

8 :  Westpac  Custodian  Nominees  Lmited 

g: HSBC  Custody  Nominees  (Australia)  Limited 

l 0: Commonwealth  Custodial  Services  Limited 

11: Citicorp  Nominees p l y  Limited 

12. Perpetual  Trustees  Australia t imited 

13. Ariahpark Pty Limited 

Foundation  Investment  Company  ltmited 

Vi;i.u':~kl :JI Le- , I !dPb.  3 r " c :  
.. 

28 129 580 

26  938  265 

22  885 742 

16 433  993 

15 042 167 

70 727 398 

9  075  209 

5  908  753 

5  776  244 

5 768 784 

5  648  503 

4  627  856 

4 31 1 496 

3  438  699 

2  970  643 

2  920  064 

2 635  337 

2  360  820 

2  213  545 

2 164 898 

179 977 396 

T 1996 C O N V E R T I B L E   N O T E H O L D E R S  UNSECURED AT 8 %  YIH INSdRANCE LIMITED 

5.90 

5 65 

4.80 

3.44 

3.15 

2.25 

1.90 

1 24 

1.21 

121 

l 78 

0.97 

0.90 

0.72 

0.62 

0.61 

0.55 

0.50 

0.46 

0.45 

39.91 

Perpetual  Nominees  Limited 

National  Nominees  Limited 

j 4: 
1 I 1' 

dial  Services Pty Ltd 

? 1 :  :Nominees  Limited 
.li"ill 

todian Pty Limited 

- Melbourne  Gongrega:ior 

l 570  330 

' 032 381 

894  254 
ncn r n n  
""c) # Zt, 

698  964 

394 335 

334 863 

330  506 

246 54 i 

229 3 18 

7 . m  nno 
120 coo 
178 006 

$ 1 7  765 

100 000 

57 936 

95 000 

e /  632 
5!! no@ 

2.88 

l 63 

1 38 

l 36 

1 92 
0 95 

0.52 

0.50 

V.4Y 

0 49 

0 42 

0 40 

0.39 

0 25 

0 24 



TWENTY  LARGEST 1998 CONVERTING  NOTEHOLDERS U N S E C U R E D  AT 7 5 3 5 %  9 t i  IOL~I:.JC;S h Z i  L ~ M I T E D  

l 

2 

3 

4. 

5 

6 

? 

8 

9 

10. 

1 1  

12: 

13. 

14. 

15 

16, 

17 

18. 

19 

20. 

~ -- - ,I , . ~~ ,. . , ,. . . . .  

SG  Australia Lmited 

AMP  L/ fe  Lmted 

National Nommees  Lmited 

The  National  Murual  Life  Assooat/on of Australla  Limited 

Legal & General  Life of  Australia  Lmxted 

€//se  Nommees Pty L/m/ted 

Citicorp  Nommees f t y  Limited 

South  Australian  Asset  Management  Corporat/on 

Permanent Trustee Company  Limited 

MLC  L/fetime  Company  Limited 

Arton  No 001 f t y  Ltd 

Questor Financial  Services Limited 

Challenger  Life Lmlted 

Westpac  Custodian  Nominees Lmited 

A l h d  Pty Lmited 

CSFB Second  Nominees  Pty  Ltd 

Perpetuai  Trustees  Nommees Lmited 

LM Nommees fty Ltd 

Tower Rust  Llmlted 

Nordia  Pty Lld 

TOTAL 

NUMBER 3F C O h ~ l E R T l N G  UOTES 

10  186  854 

10 000 000 
7 777  591 

2 006 564 

I 500 000 
l 308 643 

1 295 592 

l 000 000 

634 420 

378 426 

308 000 

279 000 
221 019 

220 000 
210 958 

200  805 

200 000 

200 000 

194 000 

140 000 

38 261  872 

9, 3F l O T A L  

23.90 

23.46 

18.25 

4.71 

3.52 

3.07 

3.04 

2.35 

I .49 

0.89 

0.72 

0.65 

0.52 

0.52 

0.49 

0.4 7 

0.47 

0.47 

0.46 

0.33 

89.78 

SUBSTANTIAL  SHAREHOLDERS 

" ,: 1- . 7  , - - - -r ,r> ly,,, 

DATE 3 F  N O T I C E  NUMBER OF SHARES 

Mercantile  Mutual  Holdings  Limited 
27.3.00 I 25 765 063 

Maple - Brown  Abbott  Limited 19.5.00 38 579 045 

This lnforrnatlon IS as dmlosed by notlces recewed by the company (up to 16 October 20001 under  Part 6.7 of the  Corporations  Law. 

DISTRIBUTION  OF  SECURITIES 

A >  4 I: > L  -0BC;: io;lc - .  

: l R D l Y A R \  iH:Pic 
.. I " ., ' - L : 

1 IO00 

5 I 001  001 - - 5 10 7 000 000 13 52 1 

10 001 - 700  000 

100 001 and over 2 76 

Total number  of  holders 29 973 

Number  of  holders w/ th  less 
than  a marketable parcel 5 305 

616 

537 

116 

61 

15 

1 345 

I 54 

94 

47 

23 

7 159 

8 

R E M O V A L   F R O M  ANNUAL R E P O R T   M A I L I N G   L I S T   W E B S I T E  

Shareholders who  do  not wish to and w ~ s h  to  recewe  one  copy  only, HlHS  web address is www,hih,com.au 
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Operatmg profit before abnormal item and Income tax 

Abnormal item before  income tax 

Operating profit before  Income tax 

Income tax attributable to  operatmg proht 

Abnormal tax expense 

Operating profit after  Income tax 

loss on extraordmary items 

Income tax attributable to loss  on  extraordinary items 

Loss on extraordinary Items  after  income tax . .  

Outside equity  interest in  operating profit 

Clperatrng oroiir/(ioss! after  extraordmary  rtems m 6  

Income  tax attributable to members of tire paren! eqt& 

Rerarrrsd profits/(Accumulated iossesl at the beginning of the perrod 

Total  available  for  appropnatian 

Dividends and other  distributions provided  for or paid 

Retamd ~~of,rs/filcc~,r.?u/a?ed ~ ~ s e s !  at ire er:d o f  me 3e:toc 

2 5  

6 

9 

6 5  

54.1 704.6 61.9 102.0 

(6.0) (50. Oi 

54.1 104.6 55.9 52.0 

(4.0) (2.21 (17.9) (74.7) 

. . . . . . . 

1.18-81 

50.1 102.4 19.2 37.3 

(50 1 )  

150. I !  

(0.8) 18.4) 

50.1 102.4 18.4 121.21 

19.3 3. 1 126.5) 89.3 

69.4 105.5 (8. l )  68 7 

(33.3) (86.21 (49.4) 195.2) 

36.1 19.3 (57.5) (26.51 

. . . . . . . . . .  . .  

. .  



34iAQCE S - I E E T S  P A R E N T   E N T I T Y   C O N S O L I D A T E D  

Total  Assets 

Current  Liabilit/es 

Accounts payable 

Borrowings 

Provisions 

Outstanding clams 

Unearned premiums 

Other 
. . . . .  

Total  Current  Liabilities 

Non-Current  Liabilltles 

Accounts payable 

Borrowings 

Provisions 

Outstanding claims 

Total  Non-Current  Liabilities 

at  30 June 2000 

Current Assets 

Cash 

Receivables 

investments 

Reinsurance recoveries receivable 

Deferred acquisition costs 

Other 

. .  

Total  Current  Assets 

Non-Current Assets 

. .  

Receivables 

investments 

Plant  and equipment 

Reinsurance  recoveries  receivable 

lnfangibles 

Other 

. . . . . . . . . . . .  

. . .  

Total  Non-Current  Assets 

New South Wales  Workers  Compensation Statutory Funds 

New South Wales  Workers  Compensation Statutory Funds 

Total  Liabilities 

Net Assets 

Shareholders Equity 

Share  capital 

Convertible notes 

Converting notes 

Reserves 

Retained  profitsAAccumulated losses) 

Total  Shareholders’  Equity artrimtable !o mernoers ot the  parent emtp 

Outslde  equity Interests m controlled  entitles 

Total  Shareholders’  Equity 

NOTE - 

: I  

‘ 2  

13 

74 

15 

16 

17 

13 

18 

19 

43 

20 

21 

22 

23 

24 

25 

26 

27 

23 

43 

28 

29 

30 

31 

33 

sm 

. .  1.2 5  3 461.6 638.7 

4.7 4.7 1 603.6 1 400  7 

624.4 803.5 . . . . .  . . . . . . . . . . . . . . . . .  

431.6 415.5 

304.3 278.3 

25.0 33.8 

5.9 10.0 3450.5 3  570.5 

286.4 269.4 0.6 35.0 

731.8 685.7 1753.7 l 908.8 

164.6 147.8 

- l 388.3 986.7 

494.4 346.5 

244.4 191.7 

. . . . . . . .  

. . . . .  . . .  

. .  . . . . . . . . . . . . . . . . . .  

. . .  . . . . . . . . . .  

10182 955.1 4 045.4 3  616.5 

831.2 864.1 

7 024.1 965.1 8327.7 8051.1 

381.0 563.7 . . .  

19.6 164.5 
, . .  

14.4 18.5 83.7 46.3 

1423.4 l 415.5 

- 1 069.4 l 038.9 

0.2 2. l 49.2 33.9 

14.6 20.6 3 026.3 3  262.8 

. . . . .  . . . . . . . . . . . . . . . . . . . . .  

55.8 56. l 504.4 335.8 . .  

0.9 4.1 6.0 

- 3 007.5 2  636.0 

56.7 56.1 3530.5 2977.8 

831.2 864.7 

71.3 76.7 7388.0 7 104.7 

952.8 888 4 939.1 946.4 

697.9 684.2 697.9 684.2 

65.3 65.3 65.3 65  3 

213.1 213 1 

153.5 1196 8.7 (1.0) 

36.1 19.3 (57.5) (26.5) 

952.8 888.4 927.5 935.1 

11.6 71.3 

952.8 888.4 939.1 946 4 



Cash fioivs from operatlng actlvitles 

Premiums and  fees  received 

Claims pald 

Payments to reinsurers,  suppliers  and empioyees 

Dividends  received 

lnterest received 

Rent received 

Interest paid 

income taxes  pald 

Met  cash  provided by/(used in) operating  activities 

Cash tlnws irom invesring  acrlvlries 

Payments  for  pianr  and equipment 

Proceeds from saie of piant  and equipment 

proceeds frorn saie of controiled ent!!ies, net of cash  disposed 

Payments for purchase of controlled entdes, net of cash acauired 

Proceeds, net o f  payments, for investments 

Net cash  provided  by/(used in) investing  activities 

Cash fiows from flnancfng activities 

Proceeds from convertible and  convertmg note issues 

Payments  relating to convertible and converting note issues 

Proceeds from borrowmgs 

R"pL';':?t)nr ?t borq".,"gs 

loan fronl/ito1 related  body  corporate 

U," n+ripnric U", ." pllo( 

Cou,pon interest or1 convertible and conuerrmg  riore  Issues 

Crc.cee& from i.5s!;ec nf Shares and ootioqs 

Borrowlng costs 

Net cash  provided by/(used in) financing  activities 
. . .  

Net increase/(decrease)  in  cash  held 

Cash & ih6 heg,nii,,ig of i!% per OL? 

F6ft-c: C+ ~ x c $ a y .  x:? :h??3es Y the b ? k c s z  r f  C& h&! 

.,q ?fir-,?,.  T'c':e,?C'e? 1[ ::le ue.y.> "8.Y i" ' ib  , l  d. b,l' UGl iL i r  

c&J st en::: C,' <".. ::'!" ,:,,:: 

= b  

. . .  - 2829.8 3315.8 

- (1 784.2) 12 501 61 

- (1 818.3) l1 357.4) 

27.8 40.3 23.1 36.8 

9.6 7.4 107.5 I 79.7 

17.0 20. l 

. .  . .  

. . . . . . . . 

. . . . . . . . .. . 

. .  . 

(3.8) 17 2) (46.7) (26.61 

(6.5) (8 21 

33.6 40.5 (678.3) 1341.4) 

(51.51 (71 E/ 

3.2 4 9  

54.6 3 6  

(3.8) 91 6 

541.3 502.9 

543.8 531 4 

275 l 

(4.41 

165.8 46.5 

!.CO El ,,".l.-, 
(8.81 43 1 

(23.7) (40.31 (23.7) (40.31 

(5.2) (78; (21.3) i20.4! 

I 1  I 1  

(2.1) 

. . . . . . . . . . 

(37.7) (3.3 (50.8) 2526 



STATEMENT OF S iGlu l ' lCAN-   ACCOJl \ lT lNG  DOLiC iES 
I 

Set out  below are the  significant  accountmg  polfcies  adopted in the preparation  of the financial statements for the year ended 

30 June  2500 by  the  consolidated entity,  comprising  HlH lnsurance Limited,  the  parent  entity, and  all its  controlled  entities 

Unless otherwise  stated, these  accountmg  policies  are consistent w/th those  adopted In the  previous financial  period 

(ai Basis  of  Accountmg 

The  fmancial statements have been prepared  as a general purpose financial report in  accordance with applicable Accounting 

Standards, other mandatory  professional reporting  requirements  (Urgent lssues Group Consensus Views), and  the  Corporations Law 

All amounts are  in  Australian  dollars. 

(bi  Principles  of  Consolidation 

The  consolidated  financial statements include the results,  and the assets  and  liabilities, of the  parent entity and all  its  controlled 

entities as listed in Note 38. 

All  material  transactions  and indebtedness  between  entities in the consolidated entity are eliminated  on consolidation 

Where  a  controlled entlty is  acquired during the year its results  are  included  in the consolidated profit and  loss statement  from 

the  date  control is  assumed. 

(c) Comparatives 

The economic entity changed its financial year end  from 31 December to 30 June as at  35  June 7999. These  fmancial statements 

have been prepared to provide  financial information and statements for the year to 30 June  2500 with comparatives stated for the 

eighteen  month period to 30 June 1999. 

Prof period  comparatives  have  been  reclassified, where applicable, to  conform  with the  presentation of the  current financial year 

and  changes  in  accounting  policy 

id) Insurance  Result 

Whilst the finanoal  statements have  been  prepared  in  accordance with applicable Accounting Standards, the consolidated entity has 

also  undertaken to include  additional informat,on for the  benefit of  users of these financial statements. The  approach adopted for  the 

measurement of the Group's  insurance  and other  activities,  styled insurance result, IS set out in  detail  in Note  2 to these financial 

statements. 

Policyholders'  funds  are those  investments which are  held to fund  the insurance llab/ltt/es of the consohdated entity The  remaining 

investments, primarily comprising  investments in  associated  companies, equities and properties,  represent shareholders' funds. 

lnsurance result IS denved by adding investment  income on policyholders' funds to the  underwriting  result. The impact on claims 

incurred  as a  consequence of the movement in net  discount rates  has  previously been dwlosed as 'het discount rate adpstment". 

This adjustment now forms  part of gross claims  incurred  This amount is offset by the change in the capital  value of fixed  interest 

securities which is  also  disclosed after  the  underwriting  result as part of investment  return  on policyholders' funds This disclosure 

provides a  vlew of profitability of the  Group's  insurance activities 

fei Premwm Revenue 

Where the  risk commenced  on or  prior to balance  date, the consolidated entity accrues  for the  total  premiums due on policies 

Accordingly amounts  due In relatlon  to premiums  Identified  but  not processed at balance date are brought to account as  accrued 

premiums The  earned portion of premiums recewed  and  receivable,  lncludmg unclosed  business, is  recognised as revenue 

The  unearned portlon of these premiums, calculated  in  accordance with the  pol!cy  noted  below. has  been  included  in  unearned 

premums. 

Unearned premiums are  calculated  by apportfoning written premiums, excluding statutory charges,  brokerage  and commisslon paid, 

on a daily  basis  over the risk  period  involved.  They  also  include  unearned commission  income applicable to these  premiums and  are 

shown  net  of  remurance premiums applicable thereto. 

fire servlce  levles  received  or  recewable  are  included  in premlums 



(fl Outward Remsurance 

Premwms ceded to reinsurers are recogn/sed as  an expense in accordance with  the pattern of reinsurance service received. 

(g) ~ c q u ! s r t ! o ~  costs 

Acquisition costs comprise all brokerage paid and  payable and other applicable costs incurred in acquiring revenue 

Acauisition costs are deferred and amortised on a daily basis over the risk period. 

(h)  Fiie Brigade and Other Charges 

A /lability for fire brrgade and other charges is recognised on business written during the financial year. Levies and charges payable 

are expensed on the same basis as the recognition of premium revenue, with  the  portion relatrng to unearned premium bemg 

recorded as a prepayment. 

(i) hovls/o/1 for Outstandmg Clams 

full provision !S made for the  estimated  cost  of claims notified  but  not  settled  at balance date, by review  of Individual claims on 

the basis of corrent information and in the light of exjsting court awards and levels of compensatlon and likely inflatronary trends. 
Provision IS also made for claims handling costs, and for the cost  of claims incurred by balance date, but  not reported untll after 

balance date, based on an analysis of claims reported after balance dates In pnor periods. 

The provis/on for outstanding cialms is measured at  the  present value of expected  future payments Discount rates used are based 

on lnvestment opportunlties available on funds sufficient  to  meet future claims. 

An actuanal estimate of outstandrng clalms for long tail classes of business is made and taken into consideration in determining 

the liability at balance date Such actuarial review includes an allowance for unnot/fied claims, an allowance for claims /nflat/on, 

claims handling costs and antiopated  investment earnmgs 

The provision for clams IS classified into current and non-current /iabilities according to  estimated  time  of payment w h ~ h  has  Deen 

based on a statistical analysis of payment patterns rn prior periods. Net claims expense includes claims settlement costs plus claims 

handling costs, less remurance recoverres received. 

Q) !r!vest!nerts 

lnvestments are measured at  net market values at the balance date Differences between  the  net  market values of investments  at 

t e  ~na!arre dafe ann tne  net marker  values ai the orarious balance dati. 0: the dare 3f acqclsitior: if la's: 3re recogqised '.v ?h- profti 
and loss statement 

For investments traded on prescribed stock exchanges, market values are based on last sale pnces. Fixed Interest securities whlch 
are not trade0 on prescnbed stock exciwryes are valued based on the latest markst i,nfom?atior! Th~s  market i,nformat!on rs prmGcierl 

by leading fixed mterest  security brokers on a daily basis and the  securities valued using the closmg price  at balance date. 

Market values for other Investments not traded on prescribed stock exchanges are at independent vaitiatmn or at directors varuat:on 

on the basis of current economic conditions lnvestment ,n controlled entitles I S  recorded at  directors' valuation based on me net 
asset value of the controlled entrties. 

Estimated selling casts are deducted to arrive at  the  net market value of  investments  at balance date 

Dividend income is take:: to accoti.nt when !he cinderly;ng shares become exdividend  interest income and expenses are accrued 

lrm\;e_ctn]erjf de6>3'$ 3'9 Lji;~~s:w,-i:i;.g  'r':,e:j:r--c?t r~,?~;.gg !'.?;?~3p;:c.ps st a;ra?y 3~7fc ,*.,,?rc,h 8-9 S S ? ? / ~ U  !~.,glh,n 3 fh r sE  oayJ7errcrd 



(11 Income Tax 

The  consolidated entity follows  the policy of tax effect accounting  The income tax expense per the profit and  loss statement 

represents the tax on the  reported profit adjusted for income and  expenses not assessable  or allowable for taxat/on  purposes 

The provis/on for deferred  income tax  liability  and the  future  income tax benefit  represent  the tax effect  of differences  between 

amounts vvhlch  have  been  added to or deducted  from earnings ~n  respect of Income and expense  items recognised  in different 

accounting  periods  for  book  and  tax purposes, calculated at the  tax  rates expected to apply when the differences reverse. 

The benefit arising from  estimated carried forward tax  losses  has been recorded /n the  future  income tax benefit  account, 

only where realisation  of such  benefit is consldered to be  virtually  certain. 

Iml Forelgn  Currency  Transactions 

Transactions  in  currencles  other  than  Australian  dollars  are  recorded at  the rates of exchange in effect at the  dates of the transactions 

Amounts payable to or by the parent e n t q  and its  controlled  entities in  foreign currencies have been translated into Australian 

currency at  the exchange  rates  ruling at balance date. 

Gains  and  losses  arising from  fluctuations in  exchange  rates  are  included  in operating profit. 

The  financial statements of those  controlled overseas entities which are  self-sustainmg fore!gn operations  have  been  translated into 

Australian  dollars  using the  current rate method,  whereby 

fi) assets and liabilit/es are  translated at the exchange  rate current at balance date; 

fiil owner's equity is  translated at  the exchange  rate current at the  date of Investment, 

(iiil distributions from retamed profits  (that is, dividends  paid  or  proposed,  or  their  equivalent1  are  translated at the exchange 
rates current  at the dates when the  distributions were proposed; 

(iv)  revenue and  expense items are  translated at the average  exchange  rate  for the financial  year;  and 

(v) exchange  gams  or  losses  arising from translation  are credited or deblted to the  foreign currency  translation  reserve 

(nl Associated  Entities 

If  material, the consolidated entlty's  interests /n assoclated entities which are not mtegral to the  general  insurance actwlties are 
accounted  for  in  accordance with M S 6  7016 - Accounting for lnvestments in Associates Disclosures  of the  consolidated entity's 

interest m associated entitles are  provlded  in Note 16 However, it is  considered there are no matenal interests m those associated 

entities. 

io) Recoverable Amounts Of  Non-Current Assets 

All  non-current assets are reviewed  at  least annually to determine whether thelr  carrying amounts require write  down  to their 
recoverable amount (excludmg  non-current assets integral to the  insurance  operattons)  Recoverable amount is determined usmg 

expected  net cash flows 



ipj Properw,  Plant  and Equpment 

Land  and buildings are  carried at  cost or  valuation  Revaluations  are  made m accordance with a regular  policy whereby independent 

valuations  are  obtained  every three years  and  carrying amounts  adjusted accordingly.  The potential capital  gains  tax  is not taken  into 

account in determinmg the  revalued amounts. 

Property, plant and equipment, excluding  freehold  land,  are  depreciated  over  their useful  economic lives  as follows 

L I F E  M iTHOCI  

Leasehold inprovements 10 years 

Owned plant and equipment 5 years  Straight  Line 

Straight  Line 

(41 GOOdW!/ 

The difference  between  the purchase  consideration pius incidental costs  incurred and the fair  values of ldentiflable  net assets  of 

controlled enthes  acqured IS Initially brought to account as goodwill and JS amortised on a  stralght line  basis over  a  ten to  twenty year 

oeriod during which  the benefits are expected to arise.  The unamortised  goodwill is reviewed annually at balance  date 

'r) 9 t b g r  int3ngjhIe Assets 

The cost of other intangible  assets  is  based on its fair  value at the date ofacquis~tion and IS amortised over  the  period  of expected 

benefits The unamortised balance IS reviewed each  balance date and  charged to  profit and loss to the extent that future  benefits are 

no  /onger  probable. 

it 



STATEMEN7 O F  S G ~ ~ I F I C A I \ I T  ACCOLh '  luG P O L I C I E S  

fti  Amounts Payable to/Due from Remsurers Other insurers and Staturory Bod/es 

A designated committee of the Board of  HlH insurance Limited oversees the  entire reinsurance program for the Group, including 

ensuring thar the vast majority of  tne  md/v/dual reelnsurance protecttons are witn  A rated companies or berrer. 

Amounts payable to or  on behalf of, or due from remsurers. compnse reinsurance premiums less recoveries due from reinsurers 

for claims paid. Reinsurance recoveries receivable represents amounts due from reinsurers for claims outstandmg, and are 

measured at the present value of  expected  future receipts, calculated on the same basis as the habhty for outstandmg claims. 

Amounts  due  from or  payable to other Insurers comprise that portion of claims pald whch IS the subject of an agreement or 

anticipated agreement with other insurers in relation to their expected contribution. 

following  the acquisition of FA/ lnsurances Limited, the Board's reinsurance committee also approved the purchase of  whole  of 

account reinsurance contracts with AAA and AA rated companies. These contracts are long-term and are aimed at reducing the 

volatility of the  profit and loss account. The premiums expense in the  future years for these long-term reinsurance contracts  will 
be recognised in accordance with  the  pattern  of reinsurance services received. The reciprocal of the long-term benefit  of these 

contracts IS that commutation before the end of thejr term may have a material adverse impact on financial results and/or solvency. 

The Board has  no intention to  commute these contracts. 

Amounts payable to or due from  statutory bodles cornprise claims recoveries payable to or due from those bodies under the 

various laws and regulations applying in the  states and terntones in which  the consolidated entity operates. 

(U) Bank  Loans 

Bank  loans are carried on the baiance sheet  at their principal amount, subject  to  set-off arrangements lnterest expense is accrued 

at  the contracted rate and included in "Other Liabilities' 

(v) Convertible Notes 

Under the  prov/sions  of accounting standard AASB 1033 - Presentation and Disclosure of  financial Instruments. convertible notes 

are recorded on initial recognition as liabilities or equity Coupon interest attaching to  convertible notes that are recorded as equity 

is treated as a distribution out of retained earnings. Coupon interest relating to  convertible  notes recorded as a liabhty is expensed 

to tne  proiii  ana ioss. 

(W) Convertmg Notes 

Under the provisions of accounting standard AASB 1033 - Presentation and Disclosure of Financial Instruments, converting  notes 

are recorded on initial recognition as equity Coupon interest IS treated as a distrtbution out  of retained earntngs. 

fxl New South Wales Workers Compensation Statutory funds 

Two controlled entities, HlH Workers Compensation (NSW) Pty. Limited and FA/ Workers Compensation (NSW)  Limlted, are bcensed 

insurers under the  New South Wales Workers Cornpensation Act 1987 (the  Act). In accordance with the requirements of the  Act, 

the controlled entities have estabhshed and maintained statutory funds in respect of  the issue and renewal of polictes of insurance. 

The application of  the statutory funds is restricted  to  the payment of claims, related expenses and other payments authorised under 

the  Act. The Workcover Authority advises that the licensed insurers have  no liability under the Act in the event of a defictency in the 

statutory funds. For these reasons, the  statutory funds are of  a separate and distinct nature and therefore it is not appropriate to 

include the assets and liabilities of these funds with  the other assets and liabilities of the consolidated entity Accordingly, the income 

and expenses of  the statutory funds have been excluded from  the consolidated profit and loss account and the assets and habillties 

of the funds have been dlsclosed /n total only In the consolidated balance sheet. 

Note 43 provides further details 

iyl Lloyd's Syndicates 

The consoltdated entity controls and participates In various Lloyd's syndicates. The benefual mterest in the total assets and liabilities 

of the syndicates are recorded m the consolidated entity's balance sheet wtth  the  underwntmg results bemg reflected through the 

insurance result. 



rzl Earnmgs  Per Share 

Basic  earnings  per  share  are  calculated  by  dividing  operating profit after  income tax  by the weighted average number of ordinary 

shares outstandmg dunng the financial year 

Dlluted earnings  per  share  aajusts  rhe  flgures used In the  determinatlon of  basx earnings  per  share by taking into account any 

reduction in  earnings per share  that would arise from the  exercise of converting  notes  outstanding  at  the balance date. 

(aa)  Derivatives 

The consolidated entity is  exposed to changes  In interest rates  and  foreign  exchange  rates from its  activities. The  consolidated entity 

uses  the  following derivative  financial instruments to hedge  these  risks:  interest rate swaps,  forward  rate  agreements and forward 

foreign exchange contracts Denvative  financial Instruments are not held  for  speculative purposes 

All  non-speofic hedge  transactions  are  inltially  recorded at the relevant  rate at  the date of  the transaction. Hedges outstandmg at 

balance date are  valued at  the rates  ruling on that date and  any  gams  or  losses  are brought to account in the profit and loss statement. 
Costs or g a m  ansing at the time of entering  into  the hedge  are deferred and amortised over the life of the hedge. 

Where hedge  transactions  are designated as a hedge  of the purchase  or  sale  of goods or  servlces  or  an anticipated  interest 

transaction.  gams  and  losses  arising up  to the date of the  anticipated  transaction. together with any costs or  gains  arising  at the 

time  of entenng Into the hedge,  are deferred and  Included  in the  measurement of the transaction  Any  gams  or  losses on  the hedge 

transaction after that  date  are  Included  in  the proht and  loss statement 

Where  a hedge  transaction  is terminated early  and the  antlcipated transaction  is still  expecfed to occur, the deferied gams  and  losses 

that  arose  on the hedge  prior to its  term!nation  contmue to  be deferred and  are  included  in the  measurement of the purchase  or  sale 

or Interest transaction when I t  occurs. Where  a  hedge transaction  is terminated early  because the  anticpated transaction  is  no  longer 
expected to occur, deferred gains  and  losses  that arose on  the hedge prior to its  terminatlon are  Included In the profit and loss 

statement for the year 

Where  a  hedge IS redeslgnated  as a  hedge of another transaction,  gains  and  losses  arising  on the hedge  prior to Its redesignation  are 

only deferred (where the original anticipated transaction is still  expected to occur Where  the original antmpated transaction IS no 
longer expected to occur,  any  gains  or  losses  relating to the hedge instrument are  Included  In the profit and  loss  for  the  year. 

Gains  and  losses  that  arise pr~or to and  upon  the matunty of transactions entered into under hedge rollover  strategies  are deferred 

and  included  in the  measurement of the hedged anticipated transactlon  If the transacbon IS stdl expected to occur If the forecasted 
transaction IS no longer expected to occur, the gains  and  losses  are  recognised immediately in the profit and /ass statement. 

Interest  payments and  receipts  under interest rate swap  contracts and  realised  gams  and  losses on forward rate agreements are 
<ecognsed on an accruds basis in the profit 3nd toss statement as an ail)iistment to Interest  exoense Uur!ng the vear 

lab) Goods and  Services Tax 



~ E S I J L ~ S  OF U S u S A Y C E  A C T / \  T s E S  CONSOLIDATED 

Gross written premium 

Gross premium earned 

Outward relnsurance expense 

Net  premium earned 

Clams expense 

Direct 

lnward relnsurance 

Clalms handling costs 
. .  

Total claims expense 

Reinsurance recoveries 

Net claims incurred 

Underwrfting expenses 

Fire brigade charges 

Net acquishon costs 

Total underwriting expenses 

Underwriting loss 

. .  

Investment return on poltcyholders' funds 

Net discount rate adjustment 

. .  . 

Other business activities (net) 

!nswance rssuff 

Goodwill amortisation 

Investment return on shareholders' funds 

Interest expense 

1.7.99 TO 1.1.98 TO 

NOTE 

2 867.6 3  347.2 

2862.5 .. . 3 136.8 

(867.1) 1812.2) 

1 995.4 2  324.6 

- convertible notes 

- other 

Operating  profit  before  abnormal  item  and  income  tax 

(2 608.4) (2 634.7) 

(107.3) (263.5) . . . . . . . . . 

(s3.0) (45.5) 

(2 778.7) (2 943.7) 

1286.6 7 123.5 

23 11ii (l 492.1) (l 820.2) 

(308.7) (328.2) 

(39. l )  (52.4) 

(259.0) (297.5) 

(6W.8) (678. l )  

(103.5) (1 73.7) 

4 175.0 229.0 

. .  

. . . .  . 

..  .. . 

. .. . .  

23 L (7.3) 

1.3 4.5 

I (a] 72.8 m.5 

(35.3) (20.8) 

4 60.4 91.3 

. .  

. . . . . . . 

29 (4.5) (6.8) 

(31.5) (20.2) 

5 61.9 102.0 



ia) RECONCILIATION OF CASH 

For the purposes  of the statements  of cash flows, cash  Includes  cash 
3r- ?and  and In banks  and deposits held at call with banks  and/or  financial 

Instltutlons net of outstandmg bank  overdrafrs. 

Cash at  the  end of the year  as shown  the  statements of cash flows 

IS reconciled to the  related items in the balance sheets as follows, 
p?PE?!!T 'k!TITL C ~ h I S n I J C A T E D  

30.6.00 30.6.99 30.6.00 30.6.99 
$m Sm 1 $m Sm 

lCash/Deposits at call 

Total 

,b) BUSINESS ACQUIRED OR ESTABLISHED 

Dunng  the penod  the consohdated entity acqulred or estabilshed 

the following  wholly  con trolled entitles. 

2000. 

* FAi i;IldiiCe Corpoiaibn Pt). L,m;ted x d  ;ts contrr81ec er+es 

Worid Marhe 3 r d  General lnsuwnce @y im i ted  

Hannan  and  Company Pt) Llmited 

HIH Systems Internat\onal Llrnlted 

Zotesworth Insurance  Serv-rces Limited 

1.2 5.3 461.6 638.7 

1.2 5 3  461.6 638.7 
- 



(bi BUSINESS ACQUIRED OR ESTABLISHED icontinuedl 

Details of the acquisitions of controlled entities are as follows. 

Consideration 

Cash  paid 

Other 

Total consideration 

Falr  value of net assets acquired. 

Cash 

Recembles 

lnvestments 

Plant and equipment 

lntangibles 

Other assets 

Creditors and borrowings 

Provisions 

Outside equity Interest 

Goodwi/l  on acqulsltion 

1 30.6.00 30.6.99 
.Cm %m 

23.3 263.4 

12.2 167 I 

35.5 430.5 

19.5 355.0 

28.9 253. I 

57.6 2 038.0 

2.1 229.1 ... .. 

19.3 . . .  

3.9 654. I 

(94.7) (57 I .  8) 

(1.  l) (2 723.6i . . . . . .  

- 1115.91 

35.5 1 18.0 

312.5 

35.5 430.5 

Cash oaid on the purchase of controlled entities.  net of cash acquired. 

Cash  pald (23.3) (263.41 

Less cash recewed 19.5 355.0 

(Outflowi//nflow of cash (3.8)  91.6 

. .  . . .. .. 



(c) BUSINESS DISPOSED 

During the hnanciai penod, the consolidated entity sold no  interests 

in controlled  entitles (7999: FA/ Life Lmited and  Oceanic  Coal 

Australla Limited) Detals of disposals are as follows: 

CONSOLIDATED 

Consideration. 

Cash  proceeds 

Other 

Proceeds  on disposal: 

Fair value of  net assets  disposed: 

Cash 

Recewables 

lnvestments 

Plant and equipment 

loventones 

Other  assets 

Creditors 

Provisions 

Outside  equity  Interest 

Convertible note 

/Vet assets of entitles soia 

Loss on disposal 

/nf/ow of cash on disposal of  entities, net of cash disposed. 

Casn proceeas 

l ' 30.6.00 30.6.99 
i $m $m 

54.6 144 4 

(54.6) 75.0 

7194 

140.8 

24.4 

760.7 

7 70.4 

172 

66.8 

181.5) 

1700 21 

- (775 11 

140.01 

inflow of cash 

Cash  proceeds  received  during the  current year related to businesses disposed 3f v- the o:m oew:' 

233.5 

54.6 3. b 



VOTES T O  TIE S ' A T E M E C T S  OF CASii FLOWS PARENT E N T I T Y   C O N S O L I D A T E D  
l ' CONTlNI!ED 1.7.99~0  1.1.98~0 1 1 . 7 1 ,  1.l:~o 

30.6.00  30.6.99 30.6.00 30.6.99 
$m Sm 

(e)  RECONCILIATION OF NET CASH PROVIDED BY OPERATING 

ACTIVITIES TO OPERATING PROFIT AFTER INCOME TAX 

Operatmg profit  after income tax 

Depreoation and amortisatlon 

Bad  and doubtful  debts 

Net  profit/(loss)  from sale of plant and equipment 

Transfer to provision for employee entitlements 
. . . . .  

Changes in net market value of investments 

- reahsed 

. unrealrsed 

Profit on sale of associate entities 

Re-acquisit/on losses Included in  goodwiN 

Abnormal loss on provls/on for Goods and Services Tax 

Changes in assets and liabilities 

. . . .  

. .  

50.1 102.4 . .. . . .  

. .  ... . 

19.2 37.3 

71.6 65.3 

0.9 9.3 

0.5 11.31 

2.1 1.4 

. .  . 

(31.6) 2 I 

(1.9) (7.61 

(93.2) . . .  

. .. . 6.0 50.0 

Decrease/(lncrease) 

-Debtors (20.5) (61.9) (180.7) (419. l )  

- Reinsurance recoveries receivable (734.91 (407.71 

- Other operating assets (23.  l) 29.9 

. .  . 

. . . .  . .  

. .  

/ncrease/(Decrease) 
. . .. 

- Creditors 

- Outstanding claims 

- lncome and deferred tax provisions 

- Other liabilities 

. . . .  

. . .  . . 

. .  (283.4) 204.4 

602.1 123 9 

. .  

.. . . . .  . 

4.0 (51.9) . .  .. 

19.8 120.5 

33.6 40.5 (678.3) (34 1.4) 



Gross premium earned 

Direct 

inward relnsurance 

Reinsurance recoveries revenue 

!nvestment revenue 

Dwrdends from 

controlled entmes 

assmated ent(t1es 

non-related entities 

interest  from 

Rentals 

Changes m net market value of investments 

realised 

unreaiised 

- 2754.5  2816.7 

108.0 320 1 

- 2862.5 3 736.8 

- 1286.6 1 123.5 

39.9 90 7 

0.7 

23.0 1 4 9  

9.6 ?<.S 

0 3  109.5 1942 

17.0 154 

49.5 105.9 150.2 224.5 

.- 



Operating profit before income  tax  after 

charging/(credlfing) the following expenses 

Interest paid or payable to 

non-related entitles 

Operatmg  lease  rentals 

Net profitf(loss) from sale of non-current  assets 

Depreclation  of  plant  and equipment 

Amortlsatlon of 

management rights 

- goodwill 

- leased  assets 

Profit on sale of assoclate entity 

Provision for doubtful debts 

Provwon for employee  entitlements 

Bad debts written  off 

A B N O R M A L  I T E M  

1.7.99TO  1.1.98TO 1 1.7.99TO  1.1.98TO 
30.6.00 30f.699 1 30;i00 3Ofi99 

$m 

3.8 6.8 36.0 27. l 

26.9 33.5 

0.5 (1.31 

36.3 40.7 

. .  . 

. . .  . . .  

. . . . . .  

0.2 

35.1 20.8 

3.8 

(1.9) (7.6) 

(6.8) 5.6 

2.1 1.4 

. . . . . . . . . . 

. ... 

7.7 3.7 

Provision for Goods  and  Services Tax 

Applicable  Income tax 

Restatement of  deferred  tax  balances  due 

to income tax  rate  changes (18.8) 

(22.6) (32.01 

EXTRAORDiNARY  ITEMS 
I 

LOSS on sale  of  Interest m controlled entib 

Applicable  Income tax (Note 91 



Basic  earnings  per  share 

Diluted earnmgs  per  share 

1 1.7: 1.Y:TO 
30 6.00 30.6.99 

(0.6) 4.0 

1.9 5. ti 

number number 
I 

'a ,  Nurnoer of ordinary snares 

Weighted average number of ordfnary shares on Issue 

used in the calcuiatfon  of basz earnings  per  share 

Ibl Potentlal ordlnary shares considered dllutive 

Converting  notes on issue, as disclosed in Note  30, are  considered 

to be potential ordinary  shares  and therefore have been included 

) P  the  determination of diluted earnings per share 

466.3m 369.9m 

PAREF!? iNT iT ' :  COYSOL'DATEE 

1.7.99~0 1,1.98r? 1 . 7 . 9 9 ~  1.1.98~c 
30.6.00 30.6.99 8 30.6.00 30.6.99 

Sm Sm Sm Sm 

l 
! 

The difference  between  income tax expense provided IP the accomts 
and the prima  facie income tax expense is reconcded as fo//ows 

Operating  profit 

Prma facie  tax  thereon 

Tax effect of permanent and  other differences 

- reDate on diviaeno  income 

- effect of difference  between Australian  tax  rate  and  tax 

,I.- rate annlrrahle to the Ancome of ControlleO  nversea.? entities 
-.r-?""-." - . 

- non-deductibie net of non-assessable items 

Restatemen! of deferred fax balances doe to :nccme 

tax rate c w ~ g e s  

Amounts (over)/under  provided in x io :  pericds 

Total Income tax cl:trib~table to ope:a%g pro4? 

54.1 104.6 55.9 52.0 

19.5 37 7 20.1 18 7 

11.91 10.6 

(2.0) i2.81 8.5 (4.3) 

18.8 

0.9 (8.8) i7 31 

4.0 2 2 36.7 14 7 
- __ . . .. __ 

f 



3EI;IVIEIvT 1Lz03MA-IOi\i REVENUE 
I 
1 ’ 1.7.99 TO 1.1.98 TO 

30.6.00 30.6.99 

Contributions to consolidated revenue, operating profit before 

Income tax  and  total assets held during the period were: 

By Activity 

- Underwriting 

By Geographical  Area 

-Australia 

- U.S.A 

- New Zealand 

- Asia 

- United Kingdom 

-Argentina 

By Activity 

- Underwrttmg 

By Geographical  Area 

. .  

- Australla 

- U.S.A. 

- New Zealand 

- Asia 

United Kingdom 

Argentina 

4 476.3 4  688.6 

2 441.1 2 908.0 

488.8 736.4 

286.0 187.7 

197.8 7503 

1 016.9 664.2 

45.7 42.0 

. . . . . .  

. . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . .  

. . . . . . . . . . . .  . . . .  

4 476.3 4  688.6 

OPERATING P R O F I T  
B E F O R E  

, I N C O M E  TAX 
1 1.7.99TO  1.1.98TO 

30.6.00  30.6.99 

55.9 52.0 

152.5 78.4 . . . .  

{G.&) :20.5) . . . . . . . . . . . . . . . . . . .  

7.2 17.4 

{l 1.9) (5.4) 

(48.7) (2 l. 7) 

2.2 3.8 

. . . .  

. . . . . . . . . . . . .  

55.9 52.0 

TOTAL  ASSETS 
I 

I 30.6.00  30.6.99 
$m $m 

By Activity 

- Underwriting 

B y  Geographical  Area 

- Australla 

- U S.A 

- New Zealand 

- Asia 

- United Kingdom 

- Argentina 

8.327.1 8 05 l .  1 

6 008.3 6 360.5 

762.5 733.9 

310.3 205.6 

246.8 922  

949.0 625.0 

50.2 33 9 

8327.1 8051 7 

. . .  

. . . .  

. . . . . .  

. . .  



. .  

4 E C f I k A B L E S  P A R E N l  ENTITY , CONSOLIDATED 
I 

C S2EL,T 30.6.00  30.6.99 
sm Sm sm Sm 

30.6.00  30.6.99 

Trade debtors 

Less provision for doubtful  debts 

Trade debtors, net 

Amounts  due  from reinsurers,  other 

. .  

instiiers and statutory bodies 

Accrued  premiums 

4ccrued interest,  commission and other  income 

Other debtors 

Total current receivables 

I N V E S T M E N T S  

613.1 497.5 

(8.81 19.8) 

604.3 477.7 . .. . . . . . . . . . . . . 

4.7 4 7  

526.4 470.0 

8.4 5 9  

86.7 86.4 

4.7 4.7 1603.6 1 400.7 

At  Directors' valuation 

Corporate  bonds . unlisted 

Loans - unsecured 

A? net msrket ,/31~1e 

Shares  in  non-related entities - listed 

Government and semigovernment 

stocks and bonds 

Tot61 LL~~- ien t  ,n#&stment.j 

~esci provision for seiling cos% 

Net market value 

47.0 105  7 

463 38. l 

93.3 143.8 

517.0 612. l 

15.6 4 8 9  

532.6 661.0 

625.9 804 8 

(1.51 31 

624.4 803.5 

-. - 

i 



3E \Su34",CL R E C O k E S  E S  ; I E C E ! ~ ' A ~ L ~  DARENT ENTITY CONSOLIDATED 
l 

l 
30.6.00 30.6.99 1 30f.600 30;; 
Sm  Sm 

Expected future recoveries  on outstanding clams (undiscounted) 

Dmount  to present value 

Relnsurance  recoveries  recelvable 

Current 

Non-current 

. . . . . . . . 1991.6 l 550.9 

(171.7) (148.7) 

1819.9 I 402.2 

. . .  431.6 415.5 

1 388.3 986.7 

1819.9 1 402.2 

. .  

Conslstent wlth Industry  practlce, the consokdated entlty has entered 
into whole of  account  reinsurance contracts to  protect its  underwriting 

portfolio In the  current year. the consolidated entity has entered  Into 

a further whole of account  contract for  a penod of five  years. 
lncluded  in  reinsurance  recovenes  receivable  above  is $220 million 

of discounted recoveries  relating to this contract Of thls  amount, 

the recovev of $120 milhon Is dependent upon the  performance of 
the contract,  in  line with expectations over the  life of the contract 

The  principal  factors  influencing performance Include: 

l ,  lnvestment performance  of  fhe  underlying  experience  account 

2. Claims payments patterns 

3. Contlnulty of  the contract 

These events are  inherently  uncertain  and  the ultimate  performance 

of the  contract and  the  realisation of the  benefits of the contract may 
differ f:sn: expectations. The ne? fhancb!  beneft ~ l f  thls co.nt.ract for 

the  current year was  $84  million after taxes 

OTHER A S S E T S  
I 

CURRENT 

Prepayments  and  deferred  expenses 

Total current other  assets 

25.0 33.8 

25.0 33.8 

RECEIVABLES 
I 

1 UON C1,RRENT 

Trade debtors .. 0.6 . .  

Amounts  owing by  controlled entities 286.4 269.4 . .  

Promlssory  note 

Total  non-current  recewables 

35 0 

286.4 269.4 0.6 35 0 

43 



, ?, t S i v ! E l . - i  P H H t r U !  :NT:!\! > 3 N S C L I O A ! L D  
I l ' V C V  ' t " R E L -  30.6.00  30.6.99 

Sm Sm Sin Sm 
30.6.90 30.6.99 

4 t Dlreciors <amation 

Corporate  bonds - unllsted 

Snares m controlled  entlties - unlisted 731.8 685.7 

Shares in non-related entities - unlisted 27.9 299 

loans - secured 219.8 216.8 

Convertible notes 44.0 40.0 

lnvestments In  associates * *  71.3 i 18.7 

Other 8.3 9.4 

731.8 685.7 609.3 636.6 

. . . .  238.0 221.8 

. .  . 

At net  market value 

Government  and  semi-government  stocks  and  bonds 

lnfrastructure  trust 

At Directors' valuation as at  30  June 2000' 

lnvestment properties 

Total non-current  Investments 

Less  provlsion for selling costs 

Net  market value 

. .. . . 

508.1 719.8 

27.1 

535.2 719 8 

613.2 556.4 

731.8 685 7 1757.7 1912.8 

(4.6) 14.01 

731.8 685.7 l 753. l l 908.8 

* Aftel havmg  regard to valuations  carrled out by registered valuers  as follows: 

Mi J O'Gradv  AVLE  (Val  and  €con i Mr R T G Menditi. AAlVof Robert T G  Merldith Mr l M w  FVLE  (Val ana Econ.) 
Qualified  Vahei;  of First Pacific 
Davles W~cl Pry Lmted 
Mr P Donovar;  AVLE  (Val./ 
Registered  Valuer, of Landsburyb 

Mi R  Montague  AVLE  (Val.)  and 
Mr l Blackall  FVLE Registered 
V"u?-s, of Chesterron In:er-at:ocs' 

Mi F L hirer AVLE  ana 
M: d T Rae  AVLE o! Rushro.: G:OL,Q 

(Aus~J P;Y Lid 

Mr K Ashcroft  FVLE  of  Rushton  Group 
Mr R Stafford FVLE of Laqdmari.  White 
Mr  M Smailharn  FVLE  (Vai.  and  Econ / 
Regisrered  Value[  of  JLWAdvlsorv  Corporate 
Property Pry Lmteb 
M i  ./ Booth AVLE (Vai.) 
Pegistered  Valuer 0' R,ckard €/'E 
iliCllll n+ ." 
!,"J""/ r i k  L!,! LE'! 

Regisrered  Value(  of  JLW  Advisory  Corporate 
Propew W. Lirnrted 
Mr J Olwer  AVLE of  John Ower  ana Associates 

Mr  P  Phippen  AVLE 
ot Peter Ph ppen ana Assoc'ates 
Mr M F Newton  AVLE of 
Brothers & Newton  Pty  Ltd 
" 1 .  D T -". D O C , A I  _._. I t m , ~  n n ~ m t ~ n r n t  c i * n  
!"l< U ,UII,CI uuJ!i"iyiir'/ Y r V n l V L i Y  I Y I r L L I I V L  

gf ln:er-atsoral Valuate- Co?sultanrs RV L W  

I l l b l E  3 F  ASSCCIATED  EN r l T Y  

Business  Thinking  Systems Pty Limrtea 

idniex No 107 Ply  Limited 

4 PRINCIPAL  ACTIVITY 

I"" "" 

Consultrng 

Dormant 

Securrfy Systems 

)Property  lnvestmenr 

'nsurance  Serwces 

Insurance  Services 

'qsurance  Servjces 

: OWNERSHIP  INTEREST . BALANCE  DATE 

30.6.00 30.6.99 

50% 

50% 

47% 

50% 

50% 

50% 

50% 

42% 

50% 

50 "c 

30 June 

30 June 

30 June 



F I N A N C I A L   S U M M A R \  OF M A T E R I A L   A S S O C I A T E S  

Sydney and London Properties  Limited 

The  Deves  Insurance fubk  Company Limlted 

Home Security  lnrernatlonal  Inc 

Nam  Seng  Insurance Public Company  Limited 

All others in aggregate 

Total  assoc~ates 

I 3 o r  3o;;o 
TOTAL  L IABIL IT IES  NET PROFITIILOSSJ 

238.0 11.91 

44 2 8.6 

22.3 10.3) 

32.8 1.0 

io. 9) 

340.4 6.5 

. . . . . . . . 

.. . 

3. l 
. . . . .  

PkANT AND EOIJIPMENT PARENT  ENTITY , C O N S O L I D A T E D  
I 

I 30.6.00 30.6.99 
sm $m Sm Sm 

30.6.00  30.6.99 

Leasehold improvements, at  cost . . . .  .. . . 
48.6 46.9 

Less accumulated  amortisation . . .  . (23.0) (22. I )  

25.6 24.8 

Plant  and equipment, at  cost . .. . .  294.7 255.1 . .  

Less  accumulated  depreciation . .  . .  . . .  (155.7) (132. l )  

139.0 123.0 

Total  plant  and equipment 

INTANGIBLES 

Goodwill, at cost 

164.6 147.8 

Less  accumulated amortisation 

Management rights, at cosz 

Less  accumulated amortisation 

Total intanqibles 

OTHER A S S E T S  

I NON CURRENl 

555.9 392. l 

(80.6) (45.6) 
. .  . 

19.3 
.. . 

(0.2) 

494.4 346.5 

Future Income tax beneflt 

- tlmlng  differences 

. tax losses 

Prepayments  and deferred expenses 

Other recewables 

Total noncurrent other  assets 

1 NON CURRENT 

91.2 1452 

137.2 272 

15.1 18.9 

0.9 0 4  

244.4 191 7 

. . .   . .  . 

. . .  

The directors have  forecast that the  tuture  Income rax benefit ~ r ?  relatlor? to 

tax [osses  will  be recovered over a period of up  to five years 



Trade creditors 

Amounts pay2ble to or on behalf of reinsurers, 

other insurers and statutory bodles 

Sundry credltors 

Total current dCCOliiitS oayabie 

Bond issue 

12.3 34.3 . .. 

303.3 4 1 7.8 

65.4 111.6 

381.0 563 7 

Bank  loans 

Other loans - secured 

Cltner  loans - unsecured 

Total current borrowmgs 

FINANCING ARRANGEMENTS 

157 I 

11.3 12.9 

8.3 

0 5  

19.6 764.5 

The consoiidated entity has access tii t-e fo'ovv,r,g hnes oi  creU,t 

rota/ facditles available 

Mwlrlm term note rssues 

dank ioans 

Other loans 

Standby letters of credi? 

666.2 504 2 

53.3 38.2 

36.5 303 

408.7 350.1 

1 164.7 7 022.3 

" 

226.5 213 0 

34.6 34 i 

30.9 30 3 



Dwidends 

lncome tax 

Goods  and  Services Tax 

Employee entltlements 

Other 

Total current provisions 

P A R E h T  E N T I T Y  CONSOLIDATED 
I ' TIJWEh '  30.6.00  30.6.99 1 30;i00 3 0 p  

$m %m 

9.4 18.5 

5.0 . . .  

14.4  18.5 

9.4 18 5 . .. 

. . .  .. 

. . . . . . . 41.0 

24.5 21.8 . . . .  . . 

8.8 6.0 

83.7 46.3 

OUTSTANDING  CLAIMS 
I 

(I) OUTSTANDING CLAIMS DETAILS 

Expected future claim payments  (undiscounted) - 4 9229 4  598.7 . . . . . . . . , . . . . . . . . 

Discount to present value 

Liability for outstanding  claims 

1492.0)  (54  7.2) 

- 4430.9  4  051.5 

. . . .  l 423.4 1 4  15.5 

Non-current - 3 007.5 2  636.0 

- 4430.9 4051.5 

(a)  The welghted average expected term  to  settlement from the balance  date 

of the outstanding clams IS estlmated to be 2.2 years (1999: 2 6 years) 

(b) The following weighted average  inflation  rates  and discount rates were used 

in  measuring the consohdated outstanding clams habhty  for the  succeeding 

and subsequent years. 
CONSOLIDATED 

lnflatlon  rate 

Discount rate 

1 %  % 
30.6.00 30.6.99 

3.8 5 0  

6.4 61 
. .  . 
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I I  J N E T  CLAIMS INCURRED 

Current period  claims  relate to risks borne in the current financial year 

Prior  period  claims  relate to  a reassessment of the risks  borne in  all 

previous  financial  years. 30.6.00  30.6.99 1 1 p!!: i T Z L  1 c~~~~ 1 PL!!:S 1 T Z L  

Gross claims incurred - undiscounted 

Reinsurance recoveries - undiscounted 

Net cla,ms incurred - undiscounted 

Discount - gross claims incurred 

Discount - reinsurance recoveries 

Ne? d!scoun! rate adjustmer?t 

Net  discount  movement 

Total net  direct  cla~ms incurrsd 

2380.2 250.0 2630.2 2697.9 53.7 2 751.6 

(l 136.2) (130.0) (1266.2) (1 027.8) 115.01 ( l  042.8) 

l 244.0 120.0 1364.0 l 670.7 38.7 1 708.8 

37.3 3.9 41.2 182.61 (1.9) 184.51 . . . . .  . . . . . .  . . . . .  

1.7  0.2 1.9 (13.3)  (0.3)  (13.6) 

13 1.3 
. , .  . . . . . . . . . . . . . . . . . . . . . . . . .  

39.0 4.1 43.1 (95.9) 10 91 196.81 

1283.0 124 i 1407.1 1574.2  37.8  1612.0 

1407.1 i 612.0 

lnwards reinsurance 

Net  clams incurred IS reconciled to  Note 2 as 

Direct 

lnwards reinsurance 

85.0 209.5 

1492.1 1821.5 

1407.1 ? 613 7 

85.0 209.5 

1 492.1 i 820.2 

1.3 

1492.1 1821 5 

i 
i 



OThER A B i L I T  E S  PARENT ENTITY CONSOLIDATED 
1 ’ C!JSRENT 

I 

30.6.00  30.6.99 30:; 30:; 
$m $m 

Other creditors and  accruals 

Totaai current  other liabilitles 

0.2 2. l 49.2 33.9 

0.2 2. l 49.2 33.9 

ACCOUPTS PAYABLE 
I 

NON-CURRENT 

Trade creditors 2.4 ........ 

Accruals 12.1 . . . . . .  

Total noncurrent accounts  payable 

BORROWINGS 

14.5 

1 NON CURRENT 

Convertible  notes - unsecured (refer Note 291 

Medium  term  note issues 
. .  

Bank  loans - unsecured . . . . .  

55.8 56. l 55.8 56. l 

226.5 213.0 
. . .  . . . . .  

. . . .  . . . . . . . .  

. . . .  23.3 21.2 . . . . . . .  

Subordinated borrowings 159.6 

Other loans - unsecured 

Other loans - secured 

. . . .  ..... 3.0 9.4 . . . . . . . . . . .  

....... . . . . . . . . . . .  19.6 20.4 

Bond  issue 16.6 15.7 

Total  non-current  borrowmgs 

PROVISIONS 

1 NON - C U R R E N T  

55.8 56. I 504.4 335.8 

Employee entitlements 

Other 

Total noncurrent provisions 

3.8 5.6 

0.9 0.3 0.4 

0.9  4.1 6.0 

. . . .  . .  



SHARE CAPITAL  PARENT ENTITY , CONSOLIDATED 

30.6.00 30.6.99 
$m $m 

30.6.00 30.6.99 
$m $m 

" _______c- 1 

Issued  cap/tal. 

471  849  820 (30 June 1999.  461  786 861) 

ordinary  shares,  fully  paid 

Total Issued capital attributable to members of h e  parent entity 

697.9 684.2 697.9 684.2 

697.9 684.2 697.9 684.2 

FULLY PAID UP VALUE ORDINARY SHARES 

30.6.00 30.6.99 30.6.00 30.6.99 
Movements in Issued  capital  during the period $m $m number  number 

Openmg balance  at  beglnnmg of penod 

Shares issued under  Dividend Reinvestment f lan 

Shares issued under  Executlve Optlon Plan 

Shares  Issued  under Convertibie  Notes conversion 

Shares  Issued  under Convertmg Notes conversior! 

Shares  Issued  on  acquisition of FA1 insurances  Group 

Transfer from Share Premium Reserve 

Closing  balance at  end of penod 

684.2 80.8 4 6 7  786  861 323  277  221 

73.4 29.7 9 966 279 2 l 534  598 

0.2 

0.3 1.8 

87.0 

899  200 

96  680 750  978 

- 45312500 

142. l - 70072364 

342.6 

697.9 684.2 477 849 820 461  786  861 

Employee  options over  ordinary  shares in HIH insurance Limlted 30 6 00 -~ 
"'F -: Sjti I 

E M P L O Y E E S  3 1 7 E C - 3 G S  
> -  . , 30 June 1998 6 May 1997  6 May 1996 g 10 May 1996 

number  number  number 1 number 

On Issue at beginning of the period 2 325 000 1 030 000 8 975 400 7 596 000 

Er,mred/fortetted during the Denod 

3histand;r;g ai end of pm20 

Eq1rt.d suhseqlent to end of oeriod 

Outstanding at date of Directors' Report 

Number of recments 

Exercise  price 

Exercm ;erJod 

40  29  142 4 

$2.82  $2.72 $2.17 $2 17 

30June 1999 6 May 1998 6 May 1997 l0 May i99; 
to tG to to 

39 ? w e  20W h' M a y  20ffZ 6 May 2001 10 ,Vav 2007 

30 &ne 2062 6 May 2002 E May 200: 10 M a y  2001 

t 



‘ COluTINr!X 

The  Executive Option Plan was approved by shareholders at  the Company’s 

Annual  General Meeting held O I ~  20 May  1994  The  shareholders at  the 

Company‘s  Annual  General Meeting held on 15 April 1998 approved  the 

HlH  Employee  Share  Plan which replaced the old  Employee  Share Ownership 

Plan to take  advantage  of  tax  concessions introduced during the period 

la) 

lb1 

Under the Employee  Share Plan the Company contributes up to 2.5% 

of  annual profits after  tax  for the acquisition  or  issue of shares in the 

Company to qualifying employees  (those who are  full-tune employees 

with 3 years  continuous service) Each qualifying employee is  issued 

an equal number of shares.  The employee may not deal with the shares 

for  another 3 years; however all benefits such  as  dividends  and bonus 

issues  arising from the  shareholding  during those  3 years  accrue to 

the  employee 

A pool of options  become available  each year to  be shared among 

a  group of  invited  executives  under the Executive Option Plan. 

The  price of each option is 1 cent unless the Board determines 
otherwise The  exercise  price  is the  weighted average  sale  price  of 

the shares  sold on the  Stock  Exchange  over  the 5 trading  days preceding 
the date on which the  relevant executive is invited to apply  for the 

options.  Optlons granted must  be exercised, if at all, within 5 years. 

ORDINARY SHARES OPTIONS 

30.6.00 30.6.99 

Total number of shares/options  outstandmg at beginning  of  period 1’0001 .+ 

Total number  allocatedhssued to employees during the period 1’0001 486 

Entitlements  forfeited/exercsed during the period 1’0001 . .  

Total number allocatedhssued to employees  at end of period 1’0001 

Entitlements relating to options  not taken  up  are forfelted. 

accordingly  no  options  remain  available  at  balance  date 

. .  
486 

I 30.6.00  30.6.99 

13 926 73 878 

2  350 

(1 463) (2 3021 

12463 13 926 

.. . 

. . . . . . . . . 

1 
* Shares not allocated at balance  date  are not reallocated 

to qualifying  employees  in the  subsequent period. 

Total number of  employees  eligible to participate  in the Plans 7 256 1296 275 202 

Total market value  of  shares/options  allocated  during the period l$OOOl . .  . - . 1375 139 

Proceeds  received  and  receivable from allocationhssues  during the period ($0001 24 

. . .  



TOTAL  CONVERTIBLE  NOTES HELD 

Openmg balance 

Conversion to Ordinary  Shares 

Closing  balance 

Liability 

Equity 

Closing  balance 

On  6  November 1996, the consohdated entity announced a I ior 12 pro rata 

renounceable  rights  Issue of Convertible  Notes to raise approximately  $127  4  million, 
being 25.5 million 8% Notes  at their  face  value of $5 00 each.  The  issue closed on 

23 December !g96 and Notes were allotted on 17 January  1997  The Notes rank 

ahead  of the parent entity's Ordinary  Shares  for payment of dividends  or on a 

wmding  up  but behmd commeroal  debt. The Notes carry no votmg nghts  at genera, 
meetings 

Notes may be converted on regular set dates,  namely 31 March, 30 June, 
30 September and  31  December m each year Under  the terms of the Issue. 

additional rights of  conversion  are  available in certain  circumstances The final  date 
when Noteholders can convert IS 2 November  2001 The  rate of conversion to 

Ordinary  Shares IS calculated  by dwiding  the face  value  of the total number of Notes 

held  by 92 5% of the weighted average market price  of  an  Ordinary  Share  for the 
10 business days prior to the  date of conversion Thls conversion price is subject to 

a maximum of $5.00 per  Ordinary  Share m d  a  minimum  of  $2  44 The Notes earn a 
CcL'Do,q ' S @  0" their tacp \.,;r/W 

in accordance with AASB 1033 - Presentation  and Dsclosure  of  Ananoal 
Instruments, Convertible Notes are to he classified orl Initial recognition as a liabilifv 

or as equity. 

As a  result  the consolidated entity has c/ass/fIed 53.5% o i  rhe  Convertible Nore 
issue as equity based OR an undertaking from Winterthur Swiss Insurance  Company 

I"WSlC'7  la former related  party  of the consolidated entltyj to convert  its holding of 

13 069  356  Nofes Dy 2 Novepbei 2001 ?e remaining  Convertible  Note3  heid !+ 

3thcr.s ,ha;.e beer:  ciassihed as 3 ',abj'.t). '.Pier Ycte 261 

24280438 . .  121.4 24  646 520 123.2 

24 233 259 121.1 24  280 438 121.4 

11 163-3 55.8 11211 082 56.1 . . . . . . . . . . . . . 

13069356 65.3 13 069356  653 

24233259 121.1 24280438  1214 



:ONVtR-8NG \\0"5$ 30 6 00 30 6 99 
I 
1 

Number Face value Number Face value 
$m $m 

TOTAL CONVERTING NOTES HELD 

Opening  balance 

Proceeds from txue  

Conversion  to  Ordmary  Shares 

Closing  balance 

CONVERTING NOTES CLASSIFICATION: 

€quity 

Closing  balance 

On 20 March 1998, the  consolidared entity announced a fuIly  paid, non-cumulative 

unsecured  issue  of  Converting Notes to false $125.0 milllon,  being 25 million 

7.535% Notes  at  a face  value of $5.00 each Notes were allotted  on 12 June 1998 
The Notes rank  ahead of the  parent  entity's Ordinary  Shares  for payment of 

dividends  or  on a  windmg up and W / / /  rank  equally with other  unsecured obhgations 

of the consolidated entity  but behind commercial  debt The Notes carry no  voting 

nghts  at  general meetings. 

On announcement of a  further  Converting  Notes issue on 26 October 1998, a  right 
of  conversion was available to extsting Noteholders under the  terms of the issue. 

Consequently, 17.4 m/llion  Notes  at their  face  value of $5 00 each amounting to 

$87.0 million, were converted.  On 24 December 1998,  45  372 500 Ordinary  Shares 

were allotted to converting  Noteholders 

This  further  issue  raised $1 75. l million, being 35  020 000 Notes  at  a face  value 

of $5.00 each, which  were allotted on 27 January 2000 

All Notes may be converted into Ordinary  Shares on 72 June 2001 
Thereafter, Notes may be converted on  a quarterly  basis from  the  date of allotment 

of the  Notes. Under the  terms of the issue,  additional  nghts of conversion are 
avadable  in  certam  circumstances  The  final  date when  Noteholders must convert 

IS 12 June 2003. 

The  rate  of  conversion to ordinary  shares IS calculated  by  divldmg the face  value 

of the total number of Notes held  by 95% of the weighted average market price 

of an  Ordinary  Share  for the 5 busmess  days  prior to the date of conversion 
This  converslon  pnce IS sublect to a  minimum of $0.25 per  Ordinary  Share 

The Notes earn a coupon  rate  on  their  face  value  The Notes pay a fixed rate 

of Interest seml-annualiy which was  set on  the  day  of  issue of the Notes 

in  accordance mth AASB 1033 Presentation  and  Disclosure of Financial 

Instruments, Converting Notes are to be  classified on initial  recogmtion as a Iiabdity 

or  as equity The  consolidated entity as a  result has classlfied  all of the  Converting 

Note issue as equity  due  to  the  mandatory  converslon  of the  Notes into Ordinary 

Shares  by 12 June 2003 Coupon interest relating to these notes,  therefore, has 

been  treated as a distr/but/on  out of  retamed  earnings 

42 620  000 213. l . .  

D 60020000 300.1 

- ( l  7 400 0001 187.01 

42620 000 213.1 42  620 000 213. l 

42620 000 213.1 42 620 000 213. l 

42620 000 213.1 42  620 000 213. l 
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Asset revaluation 

Foreign currency translation 

Total reserves 

. .  

Movements  during  the  period: 

Share premium 

Opening balance 

Premium on issue  of  shares 

Transfer to share  capltai l Juiy 1996 

Closing  balance 

Asset revahation 

Opening ba!ance 

Revaluation increment on investment 

:n shares in controlied sn!iF/es 

Closing  balance 

Foreign  currency  iranslatior, 

Opening balance 

Translation adjustment on  consolidation 

Closing  balance 

. .. . 

153.5 l 19.6 

8.7 (7.0) 

153.5 l 19.6 8.7 17.0) 

- 322.9  322 9 

19.7 

~ 1342.6) - (342 6) 

19.7 . .  .. .. 

119.6 88.2 

33.9 31 4 

153.5 l 19.6 

9.7 

8.7 (1.0) 

k 



1 

1.7.99TO 1.1.98TO . 1.7.99TO 1.1.98TO 
30.6.00 30.6.99 30.6.00 30.6.99 
Sm $m sm $m 

Interim dividend  of 4 0 cents per  share  franked 

to 7 00 % pald ori 7 4pnl2000 

(1999.  two interim divldends  of 8 0 cents per share 

one franked to 100% the  other to 50%) 

Final  dividend of 2 0 cents per  share fully franked 

paid on 6 October 2000 

(1999: 4.0 cents per  share  franked to 100%) 

Distribution provided for  or  paid out of  retamed  earnmgs 

to Winterthur Holdings  Australia Limited in  respect  of 

convertible  notes (refer Note 29) 

Distributions provided  for or paid out of  retained  earnings 

in respect of converting  notes (refer  Note 301 

18,7 62 7 18.7 62 7 

9.4 18.5 9.4 18 5 

. .  

5.2 5.0 5.2 5.0 

16. I 9.0 

33.3 86.2 49.4 95.2 

DIV IDEND FRANKING ACCOUNT PARENT E N T I T Y  CONSOLIDATED 

1 

Balance  of  franking account adjusted  for  franking 
credits which will arise from the payment of 
income tax  provided for in  the  financiai 
statements, and  after  deducting  franking credits 
to  be used In payment of the above dividends. 

34% frankmg  credits  17999. 36%) 

On the basis  of current informarlon  and pro]ections, 

future franking  capacity  may  be  hmited depending 

on the balance between Australian  and offshore  profits 

30.6.00 30.6.99 1 30;;  30;; 
Sm  Sm 

5. l 2.7 156.6 179.7 



At balance  date  the outside  eqhity  interests in  the  consoiidated entity  comprised 

Share  capltal 

Accumulated losses 

Reserves 

4ccumuiared losses 

Accumulated iosses at the beginntng of the period attributable to outside  equity  interests 

Operating profit after tax attributable to outside  equity  interests 

Outside equity interests acquired during period 

Accumulated losses at  the  end of the period attributable to outside  equity  interests 

10.6 10.6 

10 81 

1.0 1 5  

71.6 i 1.3 

(0.8) 10 71 

0.8 8.4 

18 51 

10.81 

The  consolidated enttty  sponsors  a  number of  superannuation iunds whch provtde benefits 

foi enipio~ses or their dependa1;t.s on re:irement, rlisabiliry or  death A// ftinds are  accu??ulatlor 

funds with the exception of  the HIH insurance  Group  Staff  Superannuation  Fund which IS a 
defined  benefits fund  and IS dtvided between  a  defined  benefits and  an accumulation category 

Contributions to the  funds  are  based on  a percentage of employees' salaries. 

The  consohdated entity is obliged to contribute to the funds in  accordance with their  governing 
Trust  Deeds in respect  of  the HIH insurance  Group Staff Superannuation  Fund, contributlons 

are  deterrnined by actuarial assessments which are carlied out at /east every three years 

The actuar): of the fund  at  the end of the f/nancm year was P Vere.  BSc  FlA  FIAA 

Actuarial assessment of the  fund  was carried out as of 30 June 1999. On  the basis  of  this 

assessnieqt, the furid woilld 116 able rc satisfy a:, beneiits mat &mid nave beef vested 11, 

:he ~ v ~ t ~ i  of 

a/  rerwmatton o r  ?he f u f ~ d  

D J  voiu~~rarr tem:tnatior, of the srnpioyment of each empioyee o i  the ,nitiatwe of the 
employee' nr 

c; compulsor): ter,minat;o? sf rhe erno/oymen: o i  each employee x tne fn:tlaWe of ?he 

employer 

As the  tinancial statements at the fun0 to: the year ended 30 June 2000 are ?c; avaiiaoie, 

the  assets  ;ner marxet  va!ue), accrued 3enefits and vested benef,ts of :'e f um  hwe  beer: 
caicumted u w g  ' h e  rnos1 recenl stareme~its S ;  t,wicated beiOd. 

29.9 ,>7 



COb",T\I'EL:S PARENT ENTITY CONSOLIDATED 

I 

Operating lease expenditure contracted for IS payable as follows: 

- not later than one year 

- later than one year but not later than five years 

- later than 5 vears 

Other expenditure commitments contracted for IS payable  as follows: 

- not later than one year 

- later than one year but  not later than two years 

- later than two years but  not later than five years 

- later than five years 

Sm 

. . . . . . . . . 36.4 35.5 

125.2 121.0 

57.3 71.0 

218.9 227 5 

0.1 

FINANCIAL INSTRUMENTS 
I 

(A) OBJECTIVES OF DERIVATIVE FINANCIAL INSTRUMENTS 

The consolidated entity makes use of denvative instruments as 

an alternative means of implementing strategic asset allocation 

benchmarks. In addition, the consolidated entity is exposed to  the risk 
of adverse movements of foreign currency denominated transactions in 

its investment portfolio Derivatwes are therefore used to initiate hedging 

of foreign currency risks to ensure the compliance with the consolidated 

entity's foreign exchange pol~cy. 

(B) INTEREST RATE RISK 

The consohdated entity seeks to reduce Its exposure to interest rate 

rsk through matching the capital movements recorded on the 

consolidated entity's interest bearing secunties against the revaluation 
of  the consolidated entity's  hab/l/ty for outstanding claims and the use 

of derivative financal instruments such as interest rate and cross 

currency swaps The following tables summanse  interest rate risk for 

the consolidated entity, together with  effective interest rates as at 

balance date 



:NTEREST 
-L3AI  INL- 

28. l 

6.2% 

(226.51 

(34.6) 

(159.6) 

l1 1 3) 

(12. 7) 

(360 8) 

CR LESS 
1 YEAR 

sm 
YEARS 
1 to 5 

Sm 

ICRE THAN 
5 'YEARS 

Sm ,I) Net  interest Dearlng financlal  assets Sm 

Assets 

Governlnent m d  semi-governmen: bonds 

Corporate bonds and other 

258.7 

114.0 

372.7 

6.7% 

52.0 

59.2 

l7 1.2 

6.7% 7.5% 1 7.0% Weighted average interest rate 

i-fabllmes 

Medium  term  note issues 

Bank loans 

Unsecured convertlble notes 

'I 
- (226.5) I 

(55.8) 

(16.6) 

(83.3) 

(1 55.7) 

6.9 % 

(34.6) 

(55.8) 

(1 76.2) 

130.9) 

Bond issue 

Other loans 

Cross currency swaps 

interest r i te swip-c 

/ l  9.61 

- I  (12.  I) 

Welghted average Interest rate 

Net financial assets l 11.2 217.0 - 277.1 I 272.6 

30.6.99 

F I X E D  INTEREST  MATURING  IN 
TOTAL 

Sm 

768.7 

327.5 

I l 

AORE THAN 
5 YEARS 

yn 

234.5 

77.6 

YEARS 
1 to5 

5in 

485.3 

l i 
- 1 48.9 

1 31.2 1 74.5 

j 31.2 123.4 

&sets 

Government and semf-government bonds 

Corporate bonds and other J 
i 

144.2 

629.5 

6 1 %  

(213 0) 

(2 1.2) 

:SE. :: 
(1  5 71 

130.31 

312. l 

6 5% 

1 096.2 

6.2% 

(213.0) 

(34. l) 
/re , I  
{.a". '1 

(166.8) 

(30.31 

l 
1 5 0 %  5.7% Weighted average Interest rate 

Lfab1lfttes 

Medium  term note issuss 

Bank loans 

hseco:ea converr!Die ?C:,PS 

Bond ssue 

1 
i 

(12.9) 

(151. 1)  
i 

Other loans 

f336 31 

293.2  312.1 I 595.9 
i, 



ICONTINUED 

[ I  ; Reconc hat'on sf net flnanclal assets to net assets 

I 30.6.00  30.6.99 
$m $m 

Net financial assets 

lnterest bearmg . 272.6 . . . . . . 595.9 

Non-interest bearing and other . . 2030.4 . . . . . . . . 2 136.1 

Net insurance liabilities (2 .. . 146. . l) . (2 464.7) 

Net non-financial assets 782.2 679.1 

Net assets 939.1 946.4 

30.6.00 30.6.99 

EQUITY CASH EQUITY CASH 

sm $m $m $m 

[C )  EQUITY MARKET RISK 

The consolidated entity makes use of domestic and international equity 

futures in order to achieve a desired equity exposure mix 

The capital exposures as at 30 June 2000 were as follows: 

Physical 

Denvatwes" - 3 months or  less 

Effective exposure . .  . . . 

* The f a r  value of rhe open derivarive posmons amount 70 $3 5m 11999 $146 3ml w r h  unrealised W!ns recorded n the 
amountof$lO7mi?999 S35ml 

(D) CREDIT RISK 

The consolidated entity does not obtain collateral or other security to  support 

financial Instruments subject to credit risk, however anticipates that counterparties 
will be able fo fully satisfy their obligations under the contracts. The consolidated 

entity regularly monitors the  credit standing of counterparties through the use of 
rating agency publications. The credit risk on financial assets of the consolidated 

entity IS  the carrying amount, which is shown  net  of provisions for costs of disposal. 

517.0  461.6 612. l 638.7 
. . . .  . . . . .  

(7.2) 7.2 (142.8) 142.8 

5W.8 468.8 469.3 781.5 



{E)  FOREIGN EXCHANGE RISK 

A slgnificant aspect of  the consolidated entity's insurance strategy is to 

diversify its insurance risk through the exposure to mternatlonal insurance 

markets. This  has resulted in the exposure to foreign exchange risks. 

The consolidated entity's pobcy requires that matenal net forelgn exchange 

risks be hedged. Derivatives are used to help manage this exposure by 
entermg into foiward exchange contracts Ah of these derivatives have 

periods of maturity of less than one year There were no foreign exchange 

derivatives outstandrng as at 30 June 2000. All matenal forelgn currency 
denominated financial assets and liabilities were all naturally hedged with 

the exception of  the  following: 

CURRENCY POSITION 30.6 00 30.6.99 
$m $m 

4 K $  short (15.7) 

NZ$ long 15.2 79.0 

US$ short (24.8) (16.41 

The derivative risk management process IS subject to regular internal audit 

and close senior management scrutmy, including reguiar management 

reporting. Management reports present the asset allocation based on the 
effective exposure of derivatwe posrt~ons 4ll derivatives entered into are 

subject  to authority levels prowded to management and the levels of 

exposure are reviewed OP an ongoing basis by the  lnvestment  Committee 
of the Board. This committee is respons/ble for overvtewing the process of 

denvatwe f / S k  management There  is a prohioition agamsr using derivatives 

for leverage and speculation 



! 

The following were controlled entities at 30 June 2000, and  have  been  Included 

in the consolidated  financfal statements The controlled  entities incorporated 

outside Australfa  carry on business  in  thelr respectwe places of incorporatfon 

The  financial  periods of all controlled  entfties are the same as that of the  parent 

entity,  unless otherwise Indicated.  Percentage ownership of controlled  entities 

are the same as that of the  correspondmg  period  last year, unless otherwise 

indicated. 
I i 

COUNTRY OF P E R C E N T A G E  O F  
N A M E  OF E N T I T I  INCORPORATION S H A R E S   H E L D  

HIH Insurance  Limrred 

HIH Underwriting and Agency  Services Irmited 

HIH Holdings Pty Limited 

HIH Casualty  and  General  IAwationl P t v  Limited 

HlH  Underwriting  Hoidings Pty Ltd 

HlH  investment  Holdings  Limited 

HIH Superannuation Pty Limited 

HlH  Superannuation  No.2 Fund Pry Limited 

HlH  Trave/  IAustralia) Pty Limited 

Industria/  Rehabilitation  Services Pty Limited 

HlH  international P t y .  Limited 

M.  W Payne IAssessors) Pty Limited 

Berzot Pty Limited 

HIH Nominees MC77 Pty Lmred 

HlH  Casualty  and  General  insurance  Limited 

Ready  Plan Group Limited 

HlH  Legal  Services Pty Limited 

Ready  Pian  Asia Pacific Pty Limited 

Overseas  Medica/  Emergency  and  General  Assistance Pty. Ltd 

Ready  Plan  insurances New  Zealand Limited 0 

HIH Management Pty Limited 

FA/ fCTW Pry Limited 

HIH Underwriting  and  lnsurance  (Australia) Pty Limited 

HIH Serwces Pty iimfted 

Tenth  Sward Pty Limited 

HlH  (Travel) Pty Limited 

HIH  Overseas Holdings  Limited 

HIH fReai  Estate) Pty L,mited 

HIH (NSW) Pty Limited 

HIH Wid Ply  Limited 

HIH Underwriting  (Australla) Pry Limited 

HlH  Premium  Funding Pty Limited 

lnnes-Owens P t y .  Limited 

CiC Staff  Benefits Pty Limited 

Rehabditation  and  Preventatwe  Services  Pty  Limrted 

CIC insurance  Limited 

ClC  General  lnsurance  Holdings  Limited 

HlH  (Metropoiitan  insurance) Pry Limited 

Marine  and  Aviation  Management  Services  Limited # 

UtrIities  insurance  Underwriting  Agencies Pty Limited 

HIH Investments China Limited 

HlH  Workers  Cornpensarion IVid Limited 

ClC  Workers  Compensation  (NSW)  Limited 

HlH  Workers  Compensation ISAI Limited 

Industrial  Mutual  Compensation Pty Lld 

Australia 

Australla 

Australia 

Australia 

Australia 

Aus  tralia 

Australia 

Australia 

Australia 

Australia 

Australia 

Australia 

Australia 

Australia 

Australia 

Australia 

Aus tralia 

Austraiia 

Australia 

New Zealand 

Australia 

Australia 

Australia 

Aus tralia 

Australia 

Australia 

Australia 

Australia 

Australia 

Australia 

Australia 

Australia 

Australia 

Australia 

Australia 

Australia 

Australia 

Australla 

Australia 

Australla 

Cayman  lslands 

Australla 

Australia 

Austral~a 

Australia 

100% 

100% 

100% 

100% 

100% 

700% 

100% 

100% 

1 0 0 %  

100% 

700% 

100% 

100% 

1 0 0 %  

100% 

100% 

100% 

:vv/u 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

700% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

1 0 0 %  

100% 

100% 

100% 

100% 

4 n n n  
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Austraha 

Austra/ia 

Australla 

Australla 

Australra 

Australra 

Austraba 

Austraha 

Austraiia 

Austfaba 

Australia 
Austraka 

Austraiia 

Australia 

Australla 

Australia 

Austraha 

New Zealand 

New Zealand 

Hong Kong 

Australia 

New Zealand 

Urvted  States 

United  Kingdom 

Argentina 

United  States 

Austraha 

Hong Kong 

Hong Kong 

Hong  Kong 

Hona Kana 

Hong Kong 

Hong  Kong 

Hong  Kong 

Malaysia 

M8laySia 

Malaysia 

New Zealand 

New Zealand 

New Zealand 

New Zealand 

New  Zeaiand 

New Zealand 

i&w &&<id 

New Zealand 

Austrdifa 

&?Jew Z e a h d  

Yn tec Srares 

Lhted States 

:h  tec 2a:es 

ii?ed  %res 

~1 :G!, :,,%e\ 

: x  -eo zzros  
. -  

-# I !e<; "Oi13 

100% 

l&l% 

100% 

1 0 0 %  

100% 

1 0 0 %  

100% 

1 0 0 %  

100% 

1 0 0 %  

1 0 0 %  

l 00%, 

100% 

1 0 0 %  

100% 

1 00% 
100 %, 

1 0 0 %  

100% 

1 0 0 %  

100% 

100% 

700% 

1 0 0 %  

65 % 

100% 

1 0 0 %  

100% 

1 0 0 %  

99 9% 

/W,% 

99 9% 

1 0 0 %  

100% 

1 0 0 %  

l C 0 %  

1 COW 
1 00 Yo 

100% 

100% 

100% 

I00 o/, 

7 00% 
.,.,,,, 
I"" /r 

700% 

1 OG +C- 

, oc-< 
'G3.* 

51 ' Q  

.U1 

@C'&" 

1 1  ' 

01 

C l  , -  " 

i 



HlH America  Insurance  Services  lnc 0 

HlH America  Comoensation & Liabhty  insurance Conoany C 4 

HlH  iUKj  Limited 0 fl 

HlH  indemnity  inrernarionai  Limited 0 

HIH Contingency imited 0 

HlH Marine  Insurance  Services  AB 0 

HIH  Maritime  Services  Inc. 0 

HlH Russia  Limited # 

Cotesworth Group  Limited # 

Cotesworth Hoidings  Limjfed # 

Cotesworth & Co. Limited # 

Cotesworth  Capita/ Lrmrred # 

Davies  Underwriting  Agency  Limited # 

HlH America  Holdings,  Inc.  (Delaware) 0 A 

HlH  Marine  Holdings (US) Inc  fWashingtoni 0 A 

HIH America  Compensation & Liability  Insurance  Company of /limois 0 A 

FA/  Insurances  Limited 

Argyle Lane Corporation  Pty  Limited 

Bingaton  Pty  Limited 

CBDF Management Pty Limired 

FA/  Centre F i y  Limrtea 

FA/  Credit  Corporation Pty Limired 

First  Mentor  Group Pfy Limited 

FA/ Films ptV Limited 

FA/  Financial  Servlces  Limited 

FA/  First  Mortgage  Pty Lmted 

FA/  General  lnsurance  Company  Limlred 

FA/  Holdings (NZ No 21 Limited 0 

FA/  Home  Security  Holdings Pty Limited 

FA/  Leasing  Finance  Pty  Limited 

FA/  Overseas  Holdrngs h y  Limlted 

FA/  Overseas investments Pry Limited 

FA/  Staff  Productivity  Superannuation  Pty  Limited 

FA/  Tiaders  lnsurance  Company fry Limited 

FA/ Home  Security  (Austrahal  Unit  Trust 

FA/  investments  lnt  Pty  Limited 

FA/  Home  Security  Holdings  New  Zealand  Limited 

Lanlex  No 45 F'tp Limited 

Pembroke  Securities  Limited 

Radbath  Holdings  Pry  Ltd 

!/!croonan  Bullron Securities Pry Limited 

FA1 Home  Security iNew Zealand)  Trust 

FA/ Film  Distribution  Pty  Limited 

FA/ Film  Productions  Pty  Llrnited 

FA/ Car Owners  Mutual  insurance  Company  Pty  Limited 

FA/  investments Pty Limited 

FA/  Pacific  Pty  Limited 

FA/  Properties  Pty  Limited 

FA/  Reinsurances  Pty Limited 

FA/  Workers  Compensation fNSWI Limited 

FA/  Workers  Compensation  (SA) Ply Limited 

FA/  Workers  Compensation (Vcl Pty irrnlted 

Gleneagles  Properties Pry Limited 

Mowere Pry Limlted 

Notestir Pty  Lrmrted 

United  States 

United  States 

United  Kingdom 

United  Kmgdom 

United  Kingdom 

Sweden 

Greece 

Russia 

United  Kingdom 

United  Kingdom 

United  Kmgdom 

United  Kingdom 

United  Kingdom 

United  States 

Unma States 

United  States 

Australla 

Australia 

Australia 

Australia 

Australia 

Australia 

Australia 

Australia 

Austraraiia 

Australia 

Australia 

New Zealand 

Ausrralia 

Australia 

Australia 

Australia 

Austraba 

Australia 

Australia 

Australia 

New Zealand 

Australia 

Australia 

Australla 

Australia 

New Zealand 

Australia 

Australia 

Australia 

Australia 

Austraha 

Australia 

Australfa 

Australia 

Australia 

Australia 

Australia 

Australia 

Australia 

700% 

700% 

700% 

100% 

100% 

100% 

700% 

100% 

700% 

100% 

700% 

100% 

700% 

700% 

700% 

100% 

700% 

57% 

100% 

700% 

100% 

100% 

700% 

100% 

700% 

66.6% 

700% 

700% 

100% 

700% 

100% 

100% 

700% 

100% 

700% 

700% 

100% 

100% 

100% 

100% 

100% 

700% 

700% 

700% 

700% 

100% 

100% 

100% 

100% 

700% 

107% 

700% 

100% 

100% 

100% 



NAME 3F E N T I T Y  

United  Body  Works !OLD/ Pty Lmted 

FA/  Finance  Corporation Pty Limited 

FA/  Finance  Corporation  (Europe)  Limited 0 

FA1 Flnance  Corporation  (NZ) limited 0 

FA/  Finance  Corporation  iUK)  Limited 0 

FA/  (NZi  General  insurance  Company  Limited 0 

FA/  insurances 1Fyd Limited 0 

FA/  Properties  iQLDI Pty Ltd 

FA/  Property  Services  Pty  Limited 

Mariners On The  Water F'ty i t d  

Temple  Court  Unit  Trust 

422 Collins  Street  Pty irmrted 

cluburn  lndustrial  Estate Ply Ltd 

Auburn lndustrm Estate Joint Venture 

FAi Developments  Pty  Ltd 

FA/  Developments Unit Trust 

FA/  Sunshine  Coast Pty Ltd 

Gruba  Pty  Limited 

Tangleberry Pry Limited 

Lake  Crackenback  Resort  Pty i t d  

Lake  Crackenback  Resort  Management Pty i t d  

ianlex No 65 Limited 

FA/  Holding  Company  lnc 

FA/ SM Leasing /nc 
FA/ SM Management lnc 

FA/  Golden  Share  lnc 

FA/ St Moritz ir)c 

Pacific  Care  Lrmrteu 0 
Pacific  Corporatlon  Limited 0 

Southside  Management  Limited 0 

Prpm30l- Spq,r,f ,PS !~,rnlfPcI ." 
Metlife ALA Pbst 

Assisted  Ltving  Limited Painership 

Australian  Company  Number 070 667 41 7 Pty Lirnrtea 

Kamarasr PW i td 

Sadport Pty Limited 

EA,i ,F,rsr ,Pac,f#c  Incurance  Company L#F <; 

HlH insurance  iPNG/ Lmted 
l + , r m w y  FA, nsuiawes IPWG i'dr i 

FAI h d e r w r m g  i.imired U 

FA1 Portfolio  Management  Ptv l 'miteo 

Rhondda  Collieries  iQueens/and'l  Pi). i~mded 

, .  FA1 , ir.i,g_ct,mgny "rl+cs ,Pp/ L i m ' t ~ ~  

Lytan Nornnees r r y  irmlreu 

Taifiat  investments P?y i . i ~  

Vaiha!/ Pry Lid 

b$,o-,Li ) \ t y r y  & &nerd "':~'d,iLE c-, ' I  

Vdv,an 8 Covrpaiv Pry i to 

7 c : w r  General I I I S L ~ - ; I ~ C : P  CO-O;IV T O - ~ ~ E ' ?  ,: 

PT 4sL.is,ts~ Hssri, c41 #wL?ilesir 5 
'/, ." I _ + _ . _  .~ _,, ,> , ,  0 07;" - -7" 

Y"' ,-,fe -sd;an:c ;F'\(:) Lr-iteC 
I .,"or, ,,-m,',,-, /cc I., .3<l  . ,. _, .. .. 

C i i r ?  i' , l  .S,, ' " C 5  :>5, i i L Z 5  . '. ,.6i 

COUNTRY OF P E P * ~ E l ! T C ~ C - F  3- 
INCORPORATION 1 SHPRES I E L ?  

Austraha 

Australfa 

Republic of lreland 

New Zealand 

United  Kingdom 

New Zealand 

F111 

Australia 

Australia 

Aus  tralia 

Australla 

Australia 

Australia 

Australla 

Australla 

Australalia 

Australia 

Australia 

Australla 

Australia 

Australia 

Australia 

United  States 

United  States 

United  States 

Unrted  States 

United  States 

New Zealand 

New Zealand 

New Zealand 

New  Zealand 

New Zealand 

Australia 

Australia 

Australla 

Australia 

Hong  Kong 

Papua New Guinea 

United  Kingdom 

Australia 

Australia 

Australia 

AUStrd;id 

Australia 

Australia 

A tmaha  

Australia 

Phrlmpines 

Indonesia 

LI-,?cd Y'rgilcI- 

%pus yew Gurqea 

23D.a W?,*,, ,I~i'.,.;S: 

L.:l re3 k;:,Gcc-- 

100% 

7 0 0 %  

1 0 0 %  

1 0 0 %  

100% 

100% 

80% 

1 0 0 %  

100% 

100% 

1 0 0 %  

100% 

75% 

75% 

100% 

100% 

7 00% 

70 % 

1 0 0 %  

85 % 

85 % 

1 0 0 %  

100% 

7 0 0 %  

7 0 0 %  

1 0 0 %  

100% 

700% 

100% 

1 0 0 %  

l00 9" 

100% 

100% 

/m% 
!OO% 

100% 

100% 

100% 

lOO?U 

100% 

100% 

l m% 
. ̂^ ^  , vu m 

700% 

700% 
2 (l(!'$ 

130Yh 

39 "4 

40 3: 
l ? V ,  

i <,U ~. 

, W ) .  - 

iu , .. 



1 COYT'NLED 

A C 9 ~ , l S I T ' 9 h i  00 {STABRL S E M E N T  O F  C O N T S O i L E D  E N T I T I E S  

The following  controlled  entities  were  acquired or established  during  the  period: 

N A M E  OF ENTITY  AND  DATE 4COUIRED OR E S T A B L I S H E D  

2000 

FA/  Flnance  Corporation  Pty  Lirntted  and its  controlled  entities (26 Apnl 2000) 

World  Manne and  General  lnsurance  Pty Limited ( 1  7 December 1999) 

Hannan  and  Company Pty Limited 129 June 20001 

HlH Systems lnternational Lmited (2 May 2000) 

Cotesworth lnsurance  Services Limited (19 November 19991 

1999 

FA/  lnsurances L/m/ted and Its controlled  entities (4 January  1999) 

HIH Manne lnsurance  Services AB (9 September 19991 

HlH Maritime Services  lnc (29 January 1998) 

Cotesworth Group Llmlted and its controlled  entities ( 1  July 19981 

Great  States  lnsurance  Company (30 June 19981 

HlH  Marine Holdings (US) Inc. (Washmgton) (6 August 79981 

HlH Arnenca  Compensation & Liability  lnsurance  Company Of lllinios 11 July 1998) 

H/H lnsurance  (Asia) Lmited and its  controlled  entities (9 March 19991 

Solart  Aseguradora  de  Riesgos  del  Trabajo S.A. (16 January 19981 

HIH Workable Limited (2 February 19991 

HlH Russia Lmted  (24 March 19991 

- 
FAIR VALUE 

OF SHARES CONSIDERATION ASSETS ATTIME 
OF NETTANGIBLE 1 A C Q P E D  PAIL OF ACQUISI?ION 

PROPORTION 

Srn sm 

Remaining 50%  25.5  25.5 

100% 9.6 9.6 

100% 0.4 0.4 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

99.97 % 

65 % 

100% 

100% 

300.0 25.0 

67.9 43.5 

24 l 20.0 

7.4 6.2 

13.9 6.7 

DISPOSAL 3R L I O U I D A T I O N  OF C O N T R O L L E D  E N r I l l E S  
CONSIDERATION ASSETS ATTIME 

RECEIVED OF DISPOSAL 

The following  controlled  entities  were  disposed or liquidated during the  period I x $m sm 

NAMF O F  ENTITY  AND DATE D ISPOSED OR L IOlJ lDATED 

2000 

Solart  Aseguradora de Riesgos del Trabajo S.A. (3 January  20001 

1999 

FA/ Life  Limlted and  Its controlled  entities 128 April 19991 

Paofic  Underwriting Pty Lmited (2 February 19991 

Oceanlc  Coal  Australla Lmted  and  Its controlled entit/es 12 July 19991 

9 ?he= control/& emfies die audited by ofher memoer firms of Annul Andersen 

# These comolled emiles are audded ~y a fir", othei thar: r'ie parenf enrjfy aud*rars or mer aftliares 

' ?he finamai year of  fhese comolled enttfleS S 31 December 

* Amount i e s  f,*n $50,000 

65 % 

45.35 % 94.4 68.4 

100% x 

100% 125.0 175. l 



The  aggregate remuneration received,  or due and  receivable, 

by the directors of the parerit entity  from the  parent en:ityafld 

related bodies corporate was' 4 506 10 296 8 524 

i f NUMBER  NUMBER  NUMBER 

The number of directors of the parent entity  whose 

total income falls within the following bands was 

$ 

0 
30 000 

$ 

50 000 
60 000 
80 000 
90 000 
120 000 
130 000 

- $  

- $  

- $  

- $  

- $  

- $  

- $  

9 999 
39  999 
59  999 

99  999 
l29  999 
139  999 

$ 140000 - $ 149999 
$ 170000 - $ 779999 
$ 200 000 
$ 210000 
$ 220 000 
$ 270 000 
$ 320 000 
$ 510000 
$ 570 000 
$ 600 000 
9 640 000 

B 660 000 
S 670 000 
$ 700 000 

790 000 
9 ~ 0 0 0 0  

$ 980 000 
S l 000 000 

- $ 209  999 
- $ 219999 

$ 229  999 
- $ 279  999 

$ 329  999 
. $ 519999 
- $ 579  999 
- $ 609  999 
- 9 649  999 

$ 669  999 
- $ 679  999 
- $ 709  999 
- 5 799  999 

$ 979999 
$ 989  999 

- $ l 009  999 

1 

1 
2 

l 

1 

. . .  

$ l 140 000 - $ 1 149999 
$ 1 460 000 . $ 1 469  999 
$ 4310000 $ 4319999 

1 

2 

1 1 

1 

1 
1 2 

l 
l 

2 

1 

l 
1 

l 
l l 

l 

l 
i 

l 

2 

l 
1 

7 

I 

r 
l 

r *  j - *  7 



E X E C 1  5 L ~ S  i 3 E V l u U t ~ P - ~ O k  PARENT  ENTITY  CONSOLIDATED 

1.7.99 TO 1.1.98 TG 1.7.98~0 ' 1.7.99 TO 1 .l .98 TO 1.7.98 TO 

30.6.00  30.6.99  30.6.99" 1 30.6.00  30.6.99  30.6.99' 
5w0 S o w  5000 5w0 5000 

The  aggregate  remuneration  received,  or 
due  and  receivable,  by  executwe officers 
(including  directorsl  whose  Income  was 
at  least $100 000: 21  918 37  062  26  978 

lncome of  executives  compnses amounts paid  or  payable to executwe  officers domloled m Australia, directly or indirectly, 
by the consolidated entity or  any  related  party  in  connection with the management of  the affairs of  the  entity or  consolidated entity. 
whether as executive officers or otherwise 

Executive officers are those employees who are  responsible for strategic direction and  operational  management 

The  number  of  executive  officers,  including 
executwe  directors,  whose  remuneration 
feil within the following  bands  was: 

. 239 . . . . . . . 999 . . . . . . . 
249  999 
259  999 
269  999 
. . . .  279  999 
289  999 
299  999 
ma oog 

329  999 

349  999 

369  999 
3 79  999 

""" "" 

319  999 

,339,999 

359  999 

389 999 
399  999 
409.999 

439 999 

459.999 

429  999 

449  999 

469  999 
489  999 
509  999 

539  999 
579  999 
599  999 

639  999 
649  999 
669  999 
679  999 

529,999 

SO? 999 

S99 B99 
709,999 
759  999 
799  999 
899  999 
979  999 
989  999 

1 009  999 

1 469  999 
l l49  999 

1 NUMBER  NUMBER  NUMBER I NUMBER  NUMBER  NUMBER 

67 



Total of all remuneration received,  or due and 

recepdable, by  t,he dijditors of  the parent  entity 

in connection with: 

- auditing  the financial statements 

. providrng  other  services 

35 35 1700 2417 

30 30 1631 757 

. . . . . . . . . 

RELATED  PARTY  TRANSACTIONS 
I 

(a) The  names of the persons  holding  the position  of director of the parent 

entity at  any time during the past two financial  periods  are G A Cohen AM, 
R R Williams AM, C P  Abbott, R S kdler  AM, T K Cassidy, D Fodera, 
J H Gardenec A W Goirie, Iv R head, E W Hen. M W Payne, W € Schurpf, 

R R Strtt QC.. G 0 Sturesteps, and H F R Wein 

(b) The ultimate  controlling entity of the consolidated entity in  Australia is 

HlH Insurance Limited. 

icl  Loans to directors of entities within the consolrdated entity outstanding 
at year end were $273 016 11999. $257 5621 

Loans  advanced  during the year totalled  $Nil (1999 $19 000) 

Loans  repaid  during the period totalled $Nil (1999- $657 0001. 

Interest  income on directors' loans was $15 454 

Loans to directors were made under the  Employee Loan Scheme 

Directors may borrow to a  maximum  amount equal to their  total 
renluneratrorl  oackage  3na  3re chargeff norrnai comnlerual rares of inrerest 

The terms and conditions are on the same  basis as those available to 

employees. 



(e) Other director  transactions 

Directors  of  the  consolidated entity and directors of its related  parties,  or  their 
director-related entities, conduct transactions with entities within  the consolidated 

entity that  occur wthin a normal employee,  customer or  supplier  relationship  on terms 

and conditions no more favourable  than those with  which  it is  reasonable to expect 

the entity  would have adopted  if dealing with the  director  or  director-related entity  at 

arm’s length  in  similar circumstances. These  transactions  include the following and 

have  been  quantified below where  the transactions  are considered likely to be of 

interest to users  of these financial statements: 

Provisfon  of  legal  services  by  Blake Dawson Waldron, a firm in which C P  Abbott 

acts  as a  consultant for. to the value of $164 000 (1999:  $352 0001. 

Provision of services  by  Ashkirk  Pty. Ltd,  a company  in which C P Abbott 

IS a director, to a  controlled entity to the value  of $151 000 (1999: $96 000) 

A controlled entity and  Adler  Corporation  have a p in t  venture relationship  in  Pacific 

Mentor Limited. Adler  Corporation owns 70% of  Pacific Mentor Limited and a 

controlled  entity, the balance. R S Adler AM is a director of Adler  Corporation. 

At balance  date, the consolidated entity had  invested $10 million in the Australian 

Equities Unit Trust  The  manager  and trustee of  this fund is Pacific  Eagle  Equities 

Pty Limited, an entity  controlled by a director. R S Adler AM.  Mr Adler  also  had 
a 5% beneficial interest in the  fund  at balance  date. 

Provision  of  services  by  Adler Management Pty Ltd (formerly Frinick  Pty. Ltd), 
a company  in which R S Adler AM IS a director. to the value  of $240 000 

(1999: $80 000). 

Provision  of  services  by  Pacific  Capital  Partners Pty Ltd,  a  company in which 
R S Aaier Aid 1s a dtrecror IO the V & J S  of Si34 LW3 (7993. Nil;. 

Provision  of servces by Netx  Communications Pty  Ltd. a  company in which 
R S Adler AM is a director to the value of $24 000 (1999: Nil). 

(f) Transactions with other  related  parties PARENT ENTITY CONSOLIDATED 

1 

The  aggregate amounts  brought to account in respect 

of the  following  types of  transactions  and  each  class 

of  related  party  involved were. 

Loans  advanced to associated  companies 

Loans  repaid from associated  companies 

interest received or receivable from associated  companies 

The  above  transactions were made on commercial  terms 

and at market  rates except where indicated. 

Aggregate amounts receivable  at  balance  date from 

associated  companies. 

Current 

Non-current 

Contribution to proflt arising from the revaluation of 

investments in associated  companies 

. . . . . . . . . 10.5 28.6 

4.5 

2.7 I .  7 . . .  . . 

2.2 

46.0 68.0 
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NEW SOl!TH v V A L E S  WORKERS C O M P E N S A l I O N  STATU-OF" F ~ J ~ V D S  
l 

30.6.00 30.6.99 
*UTE 

(a) Statutory  funds whch are not avaiiable to memDers 
of the parent entity comprise: 

Currenr Assets 

Premiums recewabie 

Provision for doubtful debts 

Short term deposits 

lnterest and dividends recewabie 

Other  debtors 

Total  Current  Assets 

Non-Cur~en~ iissers 

Investments 

Total  Non-Current  Assets 

Total  Assets 

Current  L/ahdit/es 

Fade  creditors 

Provlslon for unearned prernwms 

Total  Current  Liabilities 

Baiance  of statutory funds to meet 
fund liabilities  and statutory transfers 

Total  Liabilities  and  Statutory  Funds 

27.2 32 3 

(2.5j 

2.3 

1.8 2. 7 

0.1 5.0 

29. I 39.2 

13/b) 802.1 824 9 

802.1 824 9 

831.2 864. l 

9.4 4.2 

40.8 52.0 

ibl lnvestments comprise: 

Investments  quoted on prescribed  stock  exchange - at  market vaiue 

S h a m  

.. Property trusts 

50.2 56.2 

781.0 807.9 

831.2 864. l 

211.4 329 2 

65.7 34 7 

525.0 467 0 

525.0 467 0 

802.1 524 9 



(cl  Fund  Accountmg  for  Statutory  Funds 

Under  the New South Wales Workers Compensation Act 1987 (the Act), 

the  conrrolled entities, HlH Workers Compensation (NSW) Pty Llmlted and 

FA/  Workers  Compensation iNSW)  Limited are  required  to  have an actuarial 

valuation  of  the  financial position of each statutory fund,  including a valuation 

of  /labilities, at least once in  each three year period  or  such other period as 

may  be  prescribed  by  Regulations.  Accordingly, a  fund  method is  adopted 

whereby the  balance of the  statutory fund  is  carried forward  until  the financial 

position of each statutory fund  is determined  after actuarial  mvestigation 

Following  this determination, the  WorkCover Authority may direct the transfer 

of  any  surpluses  in  accordance with the  Act, including  transfers to other 

statutory  funds of the  controlled entlty or to the  statutory  funds of  another 

licensed  insurer 

Claims  liabilities,  in respect of both reported and unreported  events, will thus 

be met  out of the balance  of statutory  funds In the event that such  a balance 

is  Insufficient,  no  liability  for the  deficiency  vests wlth the  controlled entity 

and the controlled entlty has no  entltlement in the event of a  surplus. 

As a consequence,  the controlled  entities will hold  open  each statutory  fund 

until a  direction IS received from the WorkCover Aurhorlty as to the 

disposition of  the  balance of the  fund The Investments of each statutory  fund 

are  held  for the paramount  purpose  of  funding the clalms  liabilities whlch will 

be  paid  over a conslderable number of years. To properly  report  the extent 
of  the  balance  of  statutory  funds  avallable to  meet these clalms  liabilities 

(and  any statutory transfers made  at  the  direcfion of the WorkCover 
Authority), It is  appropriate to account for investments by reference to  net 

market values, with both realised  and  unrealised  gains  and  losses being 

reported In the  statutory funds account. 

The  Australian  Securities  and lnvestments  Commission has  by  class  order 

98/0107 exempted  the  controlled  entities and the economic entrty from 

compliance with the  Corporatlons Law  to  the  extent that it I S  necessary to 

adopt the aforementioned  method of fund  accounlmg. 

(dl lncome Tax 

The  WorkCover Authority has been advtsed  by the Australian Tax Office that 

the  statutory  funds  are exempt from income tax  as  the  WorkCover Authority 

holds a  vested  interest in  the income of  the statutory  funds. 



Two  controlled  entities, HIH Workers  Compensation (Vicl Limlted 

and  FA/ Workers  Compensation (Kc) Pty Limited were 

licenced to IJndeWfite workers compensation business vi 

Victorla under the  Accident  Compensatlon fWorkCover  Insurance) 

Act 1993 Following  amendments  to  the legislation, the  controlled 

entlty’s hcences as authorised insurers were cancelled  and, effective 

30 June 1999, their iiabdities were transferred to the Victorian 

WorkCover Authority 

The 1999 cornparatwes ilave been  restated to exclude Victorian 

workers compensation gross earned premium  of $302 4 mdlion 

and claims  incurred of $338  9 million and amounts related to 
Victorian WorkCover  insurance not specifically covered in  Class 

Ode ,  98/81  09 p~~v ious iy  inciuded rn trade deotors $26.3 iniiiioni 

and accounts payable ($26.3 milhon). The risk was reinsured 100% 
to the Vlctman  Workcover Authority 

SUBSEQUENT E V E N T S  
I 

On 13 September 2000 a joint venture  agreement  was signed 

between certaain contiolied  entities and  Alhanz Abstraiia lnsurance 

Lmited (a wholly+wned subsidiary of Alllanz AGI. The lomt venture 
busmess wiil comprise Alhanz arid those  controlled entit@ private 

motor. householders; CTf  (New South Wales and  Queensland); 
+nd rLw3/ m c i  mmrnercm htlsmes? S O ~ ~ ( : H O  rbrougp a//  dmribution 

channels W I ! ~  the  exception o f  internatmal brokers 

The terms of the  Joint  venwre  provide  Ahanz w/th 51 % equity and 
r+e sonsoirdated eni~tp W+I &?b. effeiove:y *-ed~1~;,3g ibe consolidsied 

entity’s retall annual  premibn?  by arouna $300 rn/iilon to $700 vuilior1 
Under the agreemen?, A/l,an? wd! pay the consolirlared eqtity $200 mrllm 

upfront and  have J call  optfon to acquire the consolIdafed entlty’s !omt 

“‘enture inrerest a t  fair market vaiue sfter 5 years (up to 3 maximu7 31 

5500 mi/l!on  with a nlin/rnum of $125 miliioni The  consohdared entity 

bas 8 ,our option, e.xercisablc st tee y~ ’n im ,m valuarion a! any tinx 

The joint venture IS due to commence on I January 2001, subjecr to 

certam rwioitions  precedwr. riic.ud,,,g ~ayu/a:or). cig,5‘OkdiS &?C .‘X 

-s:nto,ql,q~ sf -31 3ppm~rrzte r r g ~ , ~ ~  p y n n  catlng 



AD;USTMENT TO P R E L I M I Y A R Y   F ! N A L   S T A T E M E N T  
C O N S O L I D A T E D  

F I N A N C I A L   S T A T E M E N T  FINAL STATEMENT 
P R E L I M I N A R Y  

I 

The  consolidated  Dalance sheet of the consolidated 

entity for  the year ended 30  June 2000 differed from 

those announced m the Unaudited  Preliminary  Final 

Sratement made to the  Australian  Stock  Exchange, 

as follows: 

Non-Current Assets 

Reinsurance  recoveries  receivable 1 388.3 986.7 1 388.3 634.7 

Total  Non-Current  Assets 4045.4 3616.5 4045.4 3264.5 

Total  Assets 8327.1 8051.1 8327.1 7725.4 

Non-Current  Liabilities 

. .  

. .  

. . . .  . . . .  

Accounts payable . . . .  14.5 2.4 

Borrowings 504.4 335.8 516.5 335.8 

Outstanding claims 3007.5 2636.0 3007.5 2284.0 

Total  Non-Current  Liabilities 3530.5 2977.8 3530.5 2625.8 

Total  Liabilities 7388.0 7 104.7 7388.0 6779.0 

. . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . .  

. .  

The  changes  in the above  balance sheet items arose from: 

Reclassificatton  of  certain  accruals between  Borrowings 

and Accounts Payable 

Amendment to prior  penod  comparatives reflecting  the 
change In accounting  policy on whole of account reinsurance 

contract recoveries 
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The directors declare that: 

(a) the financial statements and associated nGtes comply with the  Accounting Standards  and Urgent  lssues Group 

Consensus Views; 

ib) the financial statements and notes  give  a  true and  fair view of the financial position as at 30 June 2000 and 
performance of the  company  and consolidated entity for the year then ended;  and 

(c) in the directors' opmon: 

(i) there are  reasonable grounds to believe that the Company will be  able to pay its  debts as and when they become 

due and  payable; 

(IIJ the financial statements and notes are  in  accordance with the Corporations Law; and 

(iii) at  the  date of  this  declaration, there are  reasonable grounds to beheve that  the parent  entit).  and  the  subsidiaries pa* 
to  the deed  described in Note 37 will  be able to meet any  obligation  or  liabilities to  which they are or may become 

subject by virtue of the Deed of Cross Guarantee 

Made In accordance with a resolution of the  directors 

G A Cohen AM Director 

Sydney, 7 6th Cctober 2000 

R R Wrlhams A M  Directoi 



To the Members of HIH lnsurance Limited 

Scope 

We have audlted the financial report of HlH lnsurance Limited for the fmanclal  year ended 30 June 2000 as set out on pages 24 to 74. 

The  financial report includes the consoltdated financial statements of the consolidated entity  compnsing  the company and the entitles 

it controlled at the year's end or from  time  to  time durmg the fmanclal  year.  The Company's directors are responsible for the financial 

report We have conducted an independent audit of the financlal report in order to express an opinion on it to  the members of the 

company 

Our audit has been conducted in accordance with Austrahan Auditing Standards to provide reasonable assurance whether  the 

financial report is free of marerial mlsstatement. Our procedures included examination, on a  test basis, of evidence supporting the 

amounts and other disclosures in the financial report, and the evaluation of accounting policies and significant accounting  estimates 

These procedures have been undertaken to  form an optnion whether, in all material respects,. the financial report is presented fairly in 

accordance with Accounting Standards, other mandatory professional reporting requirements and statutory requirements, in Australia, 

so as to  present  a  view  which is consistent  with our understanding of the Company's and  the consohdated entity's financial position, 

and performance as represented by the results of their operations and their cash flows. 

The audit opinion expressed in thls report has been formed on the above basis 

Audit Opmon 

In our opinion, rhe financial report of HIH lnsurance Limited is in accordance with. 

a) the Corporations Law, including: 

I )  giving a  true and fair view, of  the Company's and consolidated entity's financial position as at 30 June 2000 and of their 

performance for the year ended on that date; and 

iil complying with Accounting Standards and the Corporations Regulations; and 

b) other mandatory professional reporting requirements 

Whole of Account Relnsurance 

Without qualiflcation to  the opinion expressed above, attention is drawn  to  the  following  matter As indicated in Note l f t )  to the 

financial statements, the consolidated entity enters into  whole of account reinsurance contracts to  protect Its underwritlng  portfolio. 

The realisatm of benefits arising from  a contract entered into during the financial year are dependent on factors described in Note 73 

Arthur Andersen 

Chartered Accountants 
John Euttle 
Partner 

Sydney, 16th October 2000 
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