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Group Limited
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388 George Street
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17 October 2005

)
IAG

Insurance
Australia
Group

. R VN
Manager, Company Announcements Offices )
Australian Stock Exchange Limited
Level 4, Exchange Centre
20 Bridge Street
SYDNEY NSW 2000

Dear Sir/Madam
INSURANCE AUSTRALIA GROUP LIMITED (‘IAG’)
CHANGES TO DIVIDEND REINVESTMENT PLAN RULES

The IAG Board has approved amendments to the company’s Dividend
- Reinvestment Plan (DRP) that will come into effect from 1 January 2006.

" The principal change to the DRP rules is the removal of the 200 shére minimum
participation level. A summary of the DRP Rule changes has been included with
Final dividend statements sent to shareholders today and is attached.

We also attach a copy of the DRP booklet incorporating the aforementioned rule
changes. '

Yours truly

Glenn Revell
Company Secretary

ez ] ™
NRMA SGjO SGIC \CGU &M N4




),

IAG

Insurance
Australia

Dividend Reinvestment
Plan Booklet

Insurance Australia Group Limited
ABN 60 090 739 923

v soio saic (cov Engm.. Nrd EED

INSURANCE




Dividend Reinvestment -
Plan Booklet . -

Features of the Dividend

Reinvestment Plan
Questions and Answers

Rules of the Dividend
Reinvestment Plan

Glossary
Corporate Directory

P

Iif you have any doubts as to what you should do,
please consult your stockbroker, accountant or other
professional adviser.

if you have any questions in relation to the Dividend
Reinvestment Plan after reading this booklet, please
call the Share Registry on 1300 360 688.




Participation is entirely voluntary and you can
choose to reinvest all, part or none of your
Dividend in the DRP

You can choose to have less than your full
shareholding participating in the DRP
(Partial Participation)

You do not have to appoint a broker and you will
not pay fees, brokerage or other transaction costs
for Shares Allocated to you under the DRP

You can choose to join, withdraw, or vary your
participation in the DRP at any time, however, your
DRP Election Form must be received by Spm Sydney
(Australia) time on the next Dividend Record Date
to be active for the next Dividend

Shares Allocated under the DRP will rank equally
with existing Shares

DRP Statements outlining the Dividend calculation
and the details of your participation will be
despatched on the Payment Date.




Questions and Answers

1 How do I participate in the DRP?

Participation in the DRP is entirely voluntary. You can choose to
participate by completing the enclosed DRP Election Form and
returning it in the enclosed reply paid envelope. Additional
forms can be downloaded from www.iag.com.au/drp or
you can contact the Share Registry on 1300 360 688 to
request a DRP Election Form.

2 Who is eligible to participate in the DRP?

IAG ordinary shareholders who have a registered address in
Australia, are eligible to participate in the DRP, unless they are
U.S. persons or hold Shares on behalf of another person who
resides outside Australia. Shareholders in other jurisdictions
may also be eligible in some circumstances. Please see the
Rules in this booklet for further information about eligibility.

3 How is the Issue Price calculated?

The Issue Price is based on an Average Market Price of Shares
calculated during a set Pricing Period. The Pricing Period for
DRP Shares will be determined by the Directors for each
Dividend Payment Date, however, it will be at least five
Trading Days. The Issue Price will be rounded to four decimal
places (or such other number of decimal places as the
Directors may determine).

4 Do all my Shares have to participate in the DRP?

You can choose to have less than your full shareholding
participating in the DRP (Partial Participation). if you choose
Partial Participation, you will need to complete a Direct Credit
Form so as to receive a direct credit for the portion of your
Shares not participating in the DRP. If you do not complete and
return a Direct Credit Form, your Dividend for the portion of
Shares not participating in the DRP will be held for you in an
account that does not earn interest, until we receive your
completed Direct Credit Form.

5 Is there a minimum or maximum participation level?

IAG has the discretion to introduce a minimum or maximum
participation level and vary any minimum or maximum
participation level.

6 How many Shares will | receive?

The number of DRP Shares you receive will be calculated by
multiplying the number of Participating Shares you hold at the
Dividend Record Date by the relevant Dividend, deducting any
withholding tax (if applicable), adding any carried forward
residual cash balance (if applicable), and then dividing this
amount by the Issue Price. The calculation will be rounded
down to the nearest whole number of Shares.

7 How will | know how many Shares | have received
under the DRP?

All participants in the DRP will be sent a statement after each
Allocation of DRP Shares. This statement will include:

o the number of Participating Shares you held at the Dividend
Record Date

¢ the Dividend Payment calcuiation (including withholding tax
deductions, if applicable)

¢ the Issue Price of the DRP Shares

e the number of DRP Shares issued to you and the amount.

of any residual balance (if applicable).

#f you are a partial Participant you will also receive your direct
credit payment advice with this statement.

8 How will my DRP Shares be treated for the
subsequent dividend payments?

I you choose to participate fully in the DRP, all Shares held by
you at each Dividend Record Date will be treated as
participating in the DRP (Participating Shares), including any
previously acquired DRP Shares or other Shares. If you choose
Partial Participation, only the number of Shares you have
specified will be Participating Shares. The number of Shares that
will be treated as participating in the DRP may be limited. if IAG
elects to introduce a minimum or maximum participation.

9 What occurs when there is a residual balance?

Generally, when there is a residual batance following the
calculation of the Issue Price and the number of DRP Shares
you receive, it will be carried forward and added to your next
Dividend Payment entitlement. However, in some
circumstances it may be paid to a registered charity or paid to
you with your next Dividend Payment. Please see Rule 7.4 for
further information about the residual balance.



The effects of participating in the DRP under a number of
" scenarios are illustrated below. These scenarios assume that no
withholding tax has been deducted.

Shareholder A Shareholder B Shareholder €
FuULL PARTIAL DOES NOT
-Participation  Participation  Participate

' Shares held as at Dividend Record Date 1,000 1,000 1,000
Dividend per Share $0.12 $0.12 $0.12
Total Dividend $120.00 $120.00 $120.00
Participating Shares 1,000 150 0
Dividend on Participating Shares $120.00 $18.00 N/A
Issue Price of DRP Shares $6.2948 $6.2948 N/A
DRP Shares Allocated 19 . P N/A
Cost of DRP Shares Allocated $119.60 $12.59 N/A
Residual balance in DRP account ® $0.40 $5.41 N/A
Cash batance of total Dividend -
paid by direct credit $0.00 $102.00 $120.00
Total shareholding after this Dividend @ . 1,019 1,002 1,000
Participating Shares for the next Dividend ® 1,019 150 (]

Note: (1) Residual balances are generally carried forward to next Dividend Payment Date
- see Rule 7.4 for further details
(2) Exdudes any Share transactions after Dividend Record Date

10 What if 1 have more than one IAG shareholding?

You will need to complete a separate DRP Election Form for
each of your shareholdings. For example, you may have
issuer sponsored holdings and CHESS holdings. To make it
easier t0 manage your shareholdings, you may want to
combine your shareholdings. Please contact the Share
Registry for more information.

11 What will happen if | combine my separate
shareholdings?

Iif you decide to combine your holdings, for instance by |

converting your issuer sponsored holding to your CHESS
holding (or vice versa) your participation in the DRP may be

affected by the conversion of your holdings. You should
contact the Share Registry to ensure the appropriate DRP
election continues to be applied.

12 Can the DRP be changed or terminated?

IAG may vary the Rules or suspend or terminate the DRP at
any time. if this occurs, IAG will make a public announcement
and information will be available on www.iag.com.au

13 How do I change my DRP participation?

You can change your participation or withdraw from the
DRP by either: :

e downloading a DRP Election Form from
www.iag.com.au/drp; or

* contacting the Share Registry on 1300 360 688 to request
a DRP Election Form,

completing it and sending it to the Share Registry.

Your DRP Election Form must be received by Spm Sydney
(Australia) time on the next Dividend Record Date to be active
for the next Dividend. :

14 Can | sell my DRP shares?

Shares acquired through the DRP can be sold at any time after
Allocation and quotation. B

15 What happens if | sell Shares close to the time of the
Dividend Record Date?

ff you sell Shares between a Dividend Record Date and
Dividend Payment Date, your Dividend Payment in respect of
Participating Shares will still be reinvested in the DRP. However,
if you seli Shares before the Dividend Record Date, you will not
receive Shares under the DRP or any other payment on the
Dividend Payment Date in respect of those Shares that you
have sold.

16 What is the taxation treatment?

Dividends reinvested into Shares are usually treated as cash
dividends for Australian tax purposes. IAG cannot advise on
the taxation implications of participating in the DRP. If you
have any questions regarding taxation implications, please
consult your stockbroker, accountant or professional adviser.
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2.1
2.2

2.3

Commencement of DRP

The DRP and these Rules will commence operation on
such date as the Directors determine.

Eligibility and participation
Only Eligible Shareholders may participate in the DRP.

Subject to Rules 2.3 and 2.6, an Eligible Shareholder is, in
respect of a particular Dividend Payment Date:

(a) a person who, at the relevant Dividend Record Date
was recorded in IAG's share register as having an
address in Australia, unless that person holds Shares
on behalf of another person who resides outside
Australia and who would not, if named on the
register, be an Eligible Shareholder under Rule 2.2(b);
or '

any other registered holder of Shares at the relevant

Dividend Record Date that has satisfied the Directors

that:

(i the offer and issue or transfer of Shares under the
DRP is lawful and practicable in the jurisdiction in
which they reside; and

(i) that person does not hold Shares on behalf of
another person who resides outside that
jurisdiction and who would not, if named on the
register, be an Eligible Shareholder.

Notwithstanding any other terms of the DRP, “Eligible
Shareholder” does not include any “U.S. person” (as
defined in Regulation S under the U.S. Securities Act of
1933), nor the estate of any deceased person where IAG
has been notified of the estate.

G
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2.5

2.6

2.7

10 .

Participation in the DRP by Eligible Shareholders:
(a) is optional and voluntary;
(b} is not transferable; and

() may be varied or terminated at any time as set
out in Rule 10.

To apply to participate in the DRP, Eligible Shareholders
must complete, sign and lodge with the Share Registry a
DRP Election Form in accordance with these Rules and
the instructions on the DRP Election Form. However:

{a) IAG may accept written applications from Eligible
Shareholders for participation in the DRP which are
not in the form of a DRP Election Form if IAG decides
that the instructions are clear and sufficient. Such
written instruction, if acceptable to IAG, will be
deemed to be a2 DRP Election Form for the purpose of
these Rules; and

(b) IAG may allow Eligible Shareholders to lodge DRP
Election Forms electronically, either through IAG's
website or that of an authorised third party. The
availability (if any) of such a facility will be referred to
on IAG's website and announced to ASX. Any DRP
Election Forms so lodged must comply with the
applicable terms and conditions of the fadility.

IAG may determine that a Shareholder is not an Eligible
Shareholder within the terms of these Rules. Such a
determination will be final. In making this determination,
IAG may consider, among other things, whether a
Shareholder obtained any necessary approvals or advices
1o enable that Shareholder to participate in the DRP in
the jurisdiction in which that Shareholder resides.

if an Eligible Shareholder has more than one holding of
Shares and wishes to participate in the DRP with respect
to one or more such holding, a DRP Election Form must
be lodged with respect to each separate shareholding.

2.8 If Shares are jointly held by two or more Eligible

2.9

3.1

3.2

33

Shareholders, all joint holders of such Shares must sign
a single DRP Election Form for it to be valid. If one or-
more of the joint holders of the Shares is not an Eligible
Shareholder, none of the joint holders can apply to
participate in the DRP with respect to the Shares

jointly held.

IAG may refuse to accept a DRP Election Form and may

_suspend or withdraw Shares from participation in the

DRP if it considers that the participation of those Shares

might lead to:

(a) foreign persons or associates of foreign persons
acquiring a significant interest or an aggregate
significant interest in IAG for the purposes of the
foreign takeovers legislation; or

(b) an unacceptable shareholding situation arising for
the purposes of the Financial Sector {Shareholdings)
Act 1998.

Degrees of participation
Electing Full Participation or Partial Participation
An Eligible Shareholder who wishes to participate in the

DRP must elect on the DRP Election Form the degree to
which the Shareholder wishes to participate in the DRP

The degree of participation that an Eligible Shareholder

may elect is either: ‘

(@) Full Participation - for all of the Participant's
shareholding from time to time - see Rule 3.4 and
Ruie 4; or

(b) Partial Participation - for a specific number of Shares
nominated by the Participant - see Rules 3.5 and 3.6
and Rule 4.

Signed and otherwise complete DRP Election Forms

received by IAG which do not indicate the degree of

partidipation in the DRP which an Eligible Shareholder
wishes to elect, including by:

(a) electing Partial Participation without specifying the
number of Participating Shares;

1"
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{b) signing the DRP Election Form but not electing
Full Participation or Partial Participation; or

(0) electing both Fuli Participation and Partial
Participation,

‘ will, without further notice to the relevant Eligible

Shareholder, be deemed to be an election of Full
Participation. This Rule does not limit Rule 5 and Rule 6.
Consequences of electing Full Participation

Subject to Rule 4.2, if a Participant has elected Full
Participation for a holding of Shares, all of that
shareholding from time to time will be Participating
Shares. This means that all Shares acquired by that
Participant that are added to that holding (including any
DRP Shares issued to the Participant) will be designated
Participating Shares, subject to:

(a) the ASTC Settlement Rules;
(b) any subsequent dispasals of Shares;
(© any changes to that Participant's DRP election; and

{d) any maximum limit on Participating Shares that may
be set by IAG from time to time. :

. Consequences of electing Partial Participation

if a Participant has elected Partial Participation for a
holding of Shares, the number of Participating Shares will
remain that specified by the Participant on the DRP
Election Form and will not increase, irrespective of
whether the Participant subsequently acquires additional
Shares (including any DRP Shares issued to the
Participant).

If a Participant who has elected Partial Participation holds,
at any Dividend Record Date, fewer Shares than the
number of Participating Shares specified by that
Participant on its DRP Election Form, then all of that
Participant's holding of Shares will be designated
Participating Shares for the purposes only of the Dividend
to which the relevant Dividend Record Date relates.

4.2

4.3

Minimum and maximum participation

Notwithstanding any other terms of the DRP, IAG may,
whether in respect of a particular Dividend or as a
continuing term of participation in the DRP, set a
minimum or a maximum number of Participating Shares
per Eligible Shareholder.

To the extent that a DRP Election Form specifies a

number of Participating Shares in excess of @ maximum

limit set under Rule 4.1 (including by electing Full

Participation where the number of Participating Shares

would exceed that limit), for so long as that limit applies:

(a) that limit will be deemed to be the number of
Participating Shares for the purposes of Rule 7 and
Rule 9.1; and

(b) any Shares specified in a DRP Election Form as
Participating Shares in excess of that fimit (including
by electing Full Participation where the number of
Participating Shares would exceed that limit) will be
deemed to be Non-Participating Shares, and any
Dividend payable in respect of those Shares will be
paid by direct credit. If you do not complete and
return a Direct Credit Form, your Dividend for the
portion of Shares not participating in the DRP will
be held for you in an account that does not earn
interest, until we receive your completed Direct
Credit Form.

Where a maximum limit is set under Rule 4.1, IAG may

waive the limit on the number of Participating Shares at

any time for any Eligible Shareholder who holds Shares as

a trustee or nominee for a number of beneficial owners

{(who are also Eligible Shareholders), provided that:

* such trustee or nominee will not at any time
participate in the DRP on behalf of any single
beneficial owner in excess of the maximum limit
set under Rule 4.1; and

e Rulé 4.2 will apply as if each such. beneficial owner
is the registered Shareholder.

13



Acceptance of applications

Subiject to Rule 5.3, an Eligible Shareholder's participation
in the DRP will commence from the first Dividend Record
Date following receipt by IAG's Share Registry of the
Eligible Shareholder's DRP Election Form and wili

. continue for so long as the DRP Election Form is effective

5.2

5.3

54
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under Rule 5.2.

Subject to Rules 2.2 and 5.3, a DRP Election Form

submitted in accordance with Rule 2.5 is effective:

(a) from the date the DRP Election Form is received by
the Share Registry;

{b) in respect of a Dividend, only if it is received by 5pm
Sydney (Australia) time on the next Dividend Record
Date,

(© until:

(i) the Participant varies or terminates its
participation in the DRP pursuant to these Rules;
or

(i) suspension of the DRP for four or more
consecutive Dividend Payment Dates; or

(i) termination of the DRP; or

(iv) the Participant ceases to be an Eligible
Shareholder. The form will become effective again
if and at such time as the Shareholder
recommences to be an Eligible Shareholder; and

{d) upon and from recommencement of the DRP,
following a suspension of less than four consecutive
Dividend Payment Dates.

IAG may:

(a) accept or refuse a DRP Election Form which is not
properly completed or signed; or

(b) correct any error in, or omission from, a DRP Election
Form, prior to acceptance under Rule 5.3(a).

IAG will record, with respect to each Participant:

(a) the name and address of the Participant (being the
name and address in the company's register of
merbers, from time to time); and

{b) the number of Participating Shares held by the
Participant from time to time,

and IAG's records will be conclusive evidence of the
matters so recorded.

Significance of applying

By applying to participate in the DRP in accordance with
Rule 2.5, an applicant:

(a) warrants to IAG that it is an Eligible Shareholder (see
Rule 2.2); ‘

(b) authorises IAG (and its officers or agents) to correct
any error in, or omission from, its DRP Election Form;

(¢) acknowledges that IAG may at any time irrevocably
determine that the applicant's DRP Election Form is
valid, in accordance with these Rules, even if the DRP
Election Form is incomplete, contains errors or is
otherwise defective; )

acknowledges that IAG may refuse any DRP Election
Form; :

—
[N
~=

(e) consents to the establishment of a DRP account on its
behalf; ‘

() consents to any residual positive balance produced by
the calculation in Rule 7.3 remaining in its DRP
account rather than being paid by direct credit or as
otherwise determined by the Directors;

agrees to the appointment of a trustee nominated by
IAG as the Participant's agent to acquire Shares on
market, where IAG decides to Allocate DRP Shares to
Participants by transferring existing Shares in
accordance with Rules 8.1 and 8.2;

=

(g

{h) consents to the donation of the residual positive
balance in its DRP account to one or more registered
charities, in the circumstances set out in Rule 7.4(c);

() acknowledges that IAG may arrange for the DRP to
be fully or partially underwritten in respect of any one
or more Dividend Payment Dates;

(i acknowledges that neither IAG nor the Share Registry
has provided the applicant with investment advice or
financial product advice and that neither has any

15



7.2

7.3
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obligation to provide this advice, concerning its
decision to apply to participate in the DRP; and

(k) unconditionally agrees to the Rules and agrees not to
do any act or thing which would be contrary to the
spirit, intention or purpose of the DRP,

in each case, at all times until termination of the DRP or

of the Participant’s participation in the DRP.

Reinvestment of Dividends

Subject to Rule 7.2 and Rule 10, each Dividend which is

payable to a Participant in respect of Participating Shares

will be applied by IAG on the Participant’s behalf to

acquire or subscribe for DRP Shares.

Any portion of a Participant's Dividend Payment on

Participating Shares:

{(a) which is deductible by IAG as withholding tax; or

(b) which IAG is entitled or required to withhold or
deduct for any reason from the Dividend payable to
that Participant,

will not be applied to acquire or subscribe for DRP Shares.
DRP account
A DRP account for each Participant will be established

and maintained by IAG. Subject to Rule 10, for each
Dividend, IAG will, with respect to each Participant:

(a) determine the Dividend Payment with respect to the
Participating Shares;

(b) determine any amount to be withheld or deducted
under Rule 7.2;

(c) credit the amount in paragraph {a) and debit any
amount in paragraph (b) to the Participant's DRP
account. Such payment into that account constitutes
payment of the Dividend on those Participating
Shares;

{d) determine the number of DRP Shares which can
be acquired under the DRP by dividing the amount
in the Participant's DRP account by the Issue Price
and rounding down to the nearest whole number
of Shares;

74

(e) on behalf of and in the name of the Participant,
subscribe for or purchase the number of DRP Shares
determined under paragraph (d) and debit the
aggregate Issue Price for those DRP Shares against
the balance in the Participant's DRP account; and

{(f) where the calculation under paragraph (d), before
rounding, produces 2 fractional number of DRP
Shares, record the remainder as a dollar amount (any
fraction of a cent will be disregarded) as a residual
balance in the Participant's DRP account.

Any residual balance recorded in a Participant's DRP
account as a result of Rule 7.3(f) will remain in the
Participant's DRP account until:

(a) unless paragraphs (b) or () apply, the next Dividend
Payment Date, when it will be aggregated with any
further amounts credited to the DRP account in
respect of the next Dividend; or

unless paragraph (c) applies, the next Dividend
Payment Date on which a Dividend has been
declared, when it will be paid to the Participant along
with, and (where practicable) by the same means as,
the Participant's Dividend, if the DRP has been:

(i terminated by IAG pursuant to these Rules; or

(i) suspended by IAG pursuant to these Rules and
remains suspended for four or more consecutive
Dividend Payment Dates; or

{c) if the Participant has ceased to participate in the DRP
in accordance with Rules 10.2(a), (b) or (d), after the
last Dividend to be paid in that financial year, at
which time the Participant will be taken to have
directed IAG to donate the amount on behalf of the
Participant to one or more registered charities, as
nominated by IAG from time to time. Participants will
not be issued with a receipt in connection with such
a donation.

{b

~

'7.5 No interest will accrue to a Participant in-respect of

residual positive balances recorded in a Participant’s
DRP account. ‘

17



Issue Price, Average Market Price and Discount
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7.8

8.2
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The Issue Price per Share for a particular Dividend is the
Average Market Price, less such Discount, if any, as the
Directors may determine, rounded to four decimal places
(or such other number decimal places as the Directors
may determine).

The Issue Price and any Discount determined by the
Directors in respect of this DRP for a particular Dividend
Payment Date may differ from the Issue Price and any
Discount determined by the Directors in respect of this
DRP for any other particular Dividend Payment Date.

The Discount for DRP Shares Allocated on a particular
Dividend Payment Date:

(@) may be nit; and

(b) may be varied by announcement on IAG's website

and to ASX at any time, but any such variation will
not apply to Dividends already announced.

Issue or transfer of Shares

In the operation of the DRP for any Dividend Payment
Date, IAG may, in its discretion, either issue new Shares
or cause existing Shares to be acquired in the market for
transfer to Participants, or a combination of both options,
to satisfy IAG's obligations under these Rules.

If IAG determines to cause the transfer of Shares to
Participants, the Shares may be acquired in the market in
such manner as IAG considers appropriate.

All newly issued DRP Shares will, from the date of
Allocation, rank equally in all respects with existing Shares
and will participate in all Dividends subsequently declared.
DRP Shares will be Allocated within the time required

by ASX.

DRP Shares will be registered on the share register on
which the Participant already holds Shares or if the
Participant holds Shares on more than one share register,
on the share register which IAG determines.

8.6

AG will make application promptly after each Allocation
of newly issued DRP Shares for quotation of those Shares
on ASX.

Despatch of DRP statements

As soon as practicable after each Allocation of DRP
Shares, IAG will send to each Participant to whom DRP
Shares have been Allocated a statement setting out:

(a) the number of the Participant’s Participating Shares at
the relevant Dividend Record Date; ‘

{b) the Dividend Payment in respect of that Participant's
Participating Shares,

{0) if applicable, the amount of withholding tax or other
amount under Rule 7.3(b) which has been deducted
from the Dividend Payment on the Participant's
Participating Shares; ‘

(d) the number of DRP Shares Allocated to that
Participant and the date of Allocation-of those DRP
Shares;

the Issue Price of each DRP Share Allocated to the
Participant; .

(f) the remainder of the Dividend Payment on the
Participant's Participating Shares not applied towards
DRP Shares (if any) and retained in the Participant's
DRP account;

the franked amount (if any) of the Dividend Payment
and the franking credit (if any) attaching to the
Dividend; :

(h) subject to any Share transactions in which the
Participant may have engaged after the Dividend
Record Date, the total number of Participating Shares
(including the DRP Shares) which the Participant holds
after the Allocation of DRP Shares;

(i) the total number of Shares which the Participant
holds after the Allocation of DRP Shares; and

(e

~

=

(9

() any other matters required by law to be included

in a statement confirming a transaction.




10 Variation or termination of Participant's
participation
10.7 Subject to Rules 4 and 5.3, a Participant may:

(a) vary its participation from Full Participation to Partial
Participation or from Partial Participation to Full
Participation;

{b) maintain its Partial Participation but increase or
decrease the number of its Participating Shares; or

{c) terminate its participation in the DRP,

by submitting a DRP Election Form in accordance

with Rule 2.5 specifying the variation or termination

respectively. Participants can obtain a DRP Election

Form for this purpose by downloading it from

www.iag.com.au/drp or by contacting the

Share Registry.

10.2 A Participant is taken to have terminated its participation
in the DRP:

(3) on receipt by the Share Registry of a DRP Election
Form in accordance with Rule 10.1(c);

(b) on the first Dividend Record Date following
registration of a transfer of all of the Participant’s
Participating Shares;

(c) on termination of the DRP by IAG pursuant to these
Rules;

(d) on receipt by IAG of notice of the death, bankruptcy
or liquidation of the Participant, except where the
Participant was a joint holder and any remaining
holder or joint holders are Eligible Shareholders; or

{e) on the Participant ceasing to be an Eligible
Shareholder.

10.3 When a Participant disposes of part of its holding of
Shares, and does not notify IAG otherwise, the Shares
disposed of will, to the extent possible:

(a) first, reduce the number of any Non-Participating
Shares which the Participant holds (if any); and

(b} secondly, reduce the number of any Participating
Shares which the Participant holds (if any).
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11 Variation, suspension, recommencement and
termination of the DRP

11.1 The DRP may be:
(a) varied (including by variation of the Rules);
(b) suspended;
() recommenced; or
(d) terminated,
by IAG at any time.

11.2 A variation, suspension, recommencement or termination
of the DRP will take effect:

(a) on such date as the Directors determine; and

(b) in the case of a suspension, until such time as the
Directors resolve either to recommence or terminate
the DRP.

11.3 Any variation, suspension, recommencement or
termination of the DRP will not give rise to any liability on
the part of, or right of action against, IAG nor its
Directors, officers, employees, representatives or agents.
Variation v

11.4 If the DRP or the Rules are varied, a Participant continues
to participate under the DRP and Rules in their varied
form unless the Participant terminates its participation in
the DRP by submitting a DRP Election Form in accordance
with Rules 2.5 and 10.1.

Suspension

11.5 If the DRP is suspended, Participants’ elections as to
participation in the DRP will cease to be effective and all
Shares will be deemed to be Non-Participating Shares for
the purpose of any Dividend declared while the DRP is
suspended. If the DRP remains suspended for four or
more consecutive Dividend Payment Dates, then any DRP
Election Form previously lodged by each Participant will
be deemed void.
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Recommencement

11.6 If the DRP is recommenced following a suspension for:

(@) less than four consecutive Dividend Payment Dates,
the Participant's previously suspénded DRP Election
Form will be reinstated and be valid and effective in
accordance with these Rules for the purposes of the
recommenced DRP, unless-determined otherwise by
IAG and notified to Participants in accordance with
Rule 11.7; or :

four or more consecutive Dividend Payment Dates,
each Participant who wishes to participate in the
recommenced DRP must complete and submit a new
DRP Election Form, in accordance with Rule 2.5.

Notice

g

11.7 IAG will give notice of any:

(a) termination of th(__! DRP to Participants at least one
month before the effective date of the termination;

(b) variation of the DRP or Rules (other than simply an
exercise of a discretion, authority or power under

these Rules) to Eligible Shareholders at least one
month before the effective date of the variation; and

(c) suspension or recommencement of the DRP to
Participants as soon as reasonably practicable before
or after the effective date of the suspension or
recommencement.

Such notice may be provided in any manner (including,

without limitation, by public announcement,

advertisements in any newspapers circulating generally in

Australia, notice on IAG's website, announcement to ASX
or despatched written notices) which IAG considers
appropriate to bring the termination, variation,
suspension or recommencement to the notice of the
Participants or Eligible Shareholders, as the case may be,
having regard to the nature of the event for which notice
is being given.

11.8 The accidental omission to give notice of termination,

variation, suspension or recommencement to any
Participant or the non-receipt of any notice by any

Participant will not invalidate the termination, variation,
suspension or recommencement of the DRP or any
Allocation of Shares under the DRP.

11.9 1AG will announce the Pricing Period and any discount

applicable to the DRP for any Dividends payable on a
particular Dividend Payment Date at or around the same
time it announces the Dividend.

12 Administration of the DRP _
12.1 This DRP will be administered by the Directors who are

authorised under these Rules, and have the discretion to:

{a) determine any procedures for administration of the
DRP that are consistent with the Rules;

(b) resolve conclusively all questions of fact or
interpretation in connection with the DRP,

(¢} resolve in such manner as they think expedient any
difficulties, anomalies or disputes which may arise in
connection with, or by reason of, the operation of
the DRP. whether generally or in relation to any
Participant or any Shares; '

(d) enter into any underwriting arrangements regarding
the DRP that they deem appropriate;

{e) exercise discretions, authorities or powers (including
any power to make a choice, decision, determination
or resolution) of IAG under these Rules; and

(f) delegate to any one or more persons, for such period
and on such conditions as they may determine, the
exercise of any of their discretions, authorities or
powers arising under the DRP.

12.2 Any discretion, authority or power (including any power

to make a choice, decision, determination or resolution)
exercisable by IAG or the Directors under these Rules or
by a delegate under Rule 12.1(f):

(@) is final and binding on the Participants and any other
relevant persons; and

(b) is exercisable in the absolute discretion of IAG or the
Directors, as the case may be; and

(c) may be exercised at any time and from time to time.
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12.3 Notwithstanding any other provision of the DRP. the DRP

13

14

15

16

24

will be conducted, and these DRP Rules will be appiied, in
accordance with the Carporations Act and the Listing
Rules and will have effect to the maximum extent
permitted by law.

Costs to Participants

No brokerage, commission or other transaction costs will
be payable by Participants in respect of the Allocation of
DRP Shares pursuant to these Rules.

Taxation

Neither IAG nor its Directors, officers, employees,
representatives or agents:

(a) take any responsibility or assume any liability for, or as

a consequence of, the tax liabilities of any person in
connection with the DRP; or

(b) represent or warrant that any person will gain any
taxation advantage or will not incur a taxation liability
or disadvantage as a result of participation in the DRP.

Governing Law

The DRP and these Rules are governed by the laws in
force in New South Wales and are to be interpreted in
accordance with their spirit, intention and purpose.

Additional Information

A copy of IAG's most recent Annual Report and financial
statements is available to every Eligible Shareholder free
of charge from IAG's website www.iag.com.au or on
request by contacting the Share Registry. Contact details
for the Share Registry are listed in this booklet.

17

Interpretation
In these Rules, unless the contrary intention appears:

(a) a reference to a Rule is a reference to a Rule in these
Rules;

(b) a reference to this DRP or these Rules includes any
variation or replacement of them;

(¢) law means common law, principles of equity, and
laws made by an Australian parliament (and laws
made by parliament include State, Territory and
Commonwealth laws and regulations and other
instruments under them, and consolidations,
amendments, re-enactments or replacements of any
of them);

(d) the singular includes the plural and vice versa;

(e) the word person includes a firm, a body corporate,
an unincorporated association or an authority;

() a reference to a person includes a reference to the
person's executors, administrators,. successors,
substitutes (including, but not limited-to, persons
taking by novation) and assigns; and

(g) headings are inserted for convenience and do not
affect the interpretation of the Rules.
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Glossary

In these Rules and this booklet, the following words and
expressions have the meanings indicated unless the
contrary intention appears.

Allocation The issue of new Shares to Participants under
the DRP or transfer of Shares acquired in the market for the
purposes of the DRP to Participants under the DRP, as the
case may be. “Allocate” and “Allocated” have a
corresponding meaning.

ASTC Settlement Rules The business rules of the securities
clearing house of ASX, as in force from time to time.

ASX Australian Stock Exchange Limited.

Average Market Price The average of the daily volume
weighted average sale price per Share of Shares sold on ASX
during the Pricing Period other than shares which are sold
otherwise than in the ordinary course of trading on ASX
(including any transaction defined in the ASX Business Rules as
“special”, crossings prior to the commencement of normal
trading, crossings during the closing phase and the after hours
adjust phase and any overseas trades or trades pursuant 1o the
exercise of options over Shares, any overnight crossings and
any other sales which the Directors consider may not be fairly
reflective of natural supply and demand).

“Business Day A day other than a Saturday, Sunday or public
holiday in New South Wales.

Corporations Act Corporations Act 2001 (Cth), induding any
waivers of, modifications to, or other form of relief from,
provisions of the Corporations Act, applicable to the DRP from
time to time.

Direct Credit Form The form notifying IAG of a Shareholder's
account details to facilitate payment by direct credit.

Directors The directors of IAG acting either as a board or a
duly appointed committee of the board.

Discount The discount, if any, expressed as a percéntage, to
the Average Market Price, determined by the Directors to be
applied in calculation of the issue Price in respect of the DRP
for Dividends payable on a particular Dividend Payment Date.

Dividend Any dividend per Share announced and payable by
IAG.

Dividend Payment In relation to each Shareholder, the
Dividend multiplied by the number of Shares held by that
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Shareholder, less any withholding tax deductible by IAG or any
other amounts IAG is entitled or requ&red to deduct from the
Dividend.

Dividend Payment Date The date on which a Dividend is
payable, as announced by IAG.

Dividend Record Date The date and time, as determined by
the Directors and announced to ASX, at which a person holds
or is taken to hold Shares for the purpose of determining the

entitlement of Shareholders to Dividends.

DRP IAG's Dividend Reinvestment Plan to which these Rules
apply and as varied from time to time.

DRP Election Form The form used by a Participant to apply
for, vary or terminate participation in the DRP.

DRP Shares Shares which a Participant acquires under the
DRP in lieu of receiving a Dividend Payment by direct credit,
either by way of allotment of newly issued Shares or transfer
of Shares purchased on a Participant's behalf in the market.

Eligible Shareholder See Rule 2.2.

Full Participation A degree of participation in the DRP under
which all of a Participant’s Shares from time to time, including
Shares subsequently acquired by the Participant, under the
DRP or otherwise, will be designated Participating Shares.

1AG insurance Australia Group Limited ABN 60 090 739 923.

Issue Price in respect of the DRP for a particular Dividend, the
Average Market Price, less any applicable Discount, rounded to
four decimal places (or such other number of decimal places as
the Directors may determine).

Listing Rules The Listing Rules of ASX (including the ASTC
Settlement Rules), including any waivers or modifications of
the Listing Rules applicable to IAG.

Non-Partidpating Shares Shares which a Participant has not
nominated for participation in the DRP or which have ceased
1o be Partidpating Shares.

Partial Participation A degree of participation in the DRP
where a Participant specifies the number of its Shares that will
be designated as Participating Shares.

Participant In respect of a particular Dividend, an Eligible
Shareholder who participates in the DRP. Where an Eligible
Shareholder holds more than one holding, the Shareholder is
treated as a separate Participant for each holding.
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Participating Shares Subject to Rule 4, Shares which a
Participant has validly nominated for participation in the DRP.

Pricing Period In respect of a particular Dividend Payment
Date, such period as the Directors may determine, being a
period of not less than 5 Trading Days commencing on such
date as the Directors may determine. The Pricing Period
determined by the Directors in respect of Dividends payable on
a particular Dividend Payment Date may differ from the Pricing
Period determined by the Directors in respect of Dividends
payable on any other particular Dividend Payment Date.

Rules These rules of the DRP as varied from time to time.

Shareholder A person registered at a relevant Dividend
Record Date as a holder of Shares.

_Shares Fully paid ordinary shares in IAG, and any other shares
issued by IAG that the Directors decide are eligible for
participation in the DRP.

Share Registry Computershare Investor Services Pty Limited
or any other share registry that maintains the Share register
of IAG.

Trading Day A fuli day on which the Shares are quoted, and
not suspended from quotation or made subject to a trading
halt, on ASX, provided that a day on which ASX is closed or
on which trading on ASX is suspended is not a Trading Day.
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Registered Office

Insurance Australia Group Limited
Level 26

388 George Street

Sydney NSW 2000
vwww.iag.com.au

Share Registry

Computershare Investor Services Pty Limited
GPO Box 4709

Melbourne VIC 3001

Telephone: 1300 360 688

Fax: (03) 9473 2470

Email: iag@computershare.com.au
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ABN 60 090 739 923

388 George Street
Sydney NSW 2000
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28 October 2005

Manager, Company Announcements Office
Australian Stock Exchange Limited {
Level 4, Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear Sir/Madam
INSURANCE AUSTRALIA GROUP LIMITED ('IAG")

IAG GRANTED APPROVAL TO ENTER DISCUSSIONS TO INVESTIN A
LEADING MALAYSIAN INSURER .

Insurance Australia Group Limited (IAG) announces it has received approval from
the Malaysian regulator to enter into discussions to invest in AmAssurance
Berhad, Malaysia's second largest motor insurer.

As part of the regulatory process in Malaysia, approval must be sought before
entering into such discussions. Having obtained that approval, IAG will

~ commence discussions to purchase a minority stake. IAG wiil provnde further
details at the conclusion of those discussions.

Malaysia is a market IAG has researched extensively, in line with its strategy of
building a portfolio of insurance assets in Asia to supplement its business in its
home markets of Australia and New Zealand.

The Malaysian economy is enjoying the second fastest growth in Asia and
consumer confidence is high. The insurance industry is one of its most rapidly
growing sectors, with premium growth averaging around 10% over the ten years to
2003 and accelerating regulatory reform, making the market highly attractive for
investors.

About AmAssurance

AmAssurance is a composite insurance company that expects to generate GWP
of approximately A$350 million in 2006. It is Malaysia's second largest motor
insurer and fourth largest general insurer. The majority of AmAssurance's portfolio
consists of general insurance, of which approximately 80% is motor insurance.
AmAssurance also writes life insurance, which is predominantly whole of life
insurance with some term assurance. AmAssurance has a strong brand and an
extensive distribution network including approximately 30 branches and 8,000
insurance agents.
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AmAssurance is part of the AmBank Group, which is listed on the Kuala Lumpur
Stock Exchange. The AmBank Group also includes the sixth largest commercial
bank in Malaysia and the country's largest motor vehicle lender. It has substantial
retail financial services operations throughout Malaysia. '

Media and investor relations contacts are set out below.

Yours sincerely

Anne O'Driscoll

Group Company Secretary &
Head of Investor Relations

281005 AmAssurance Negotiation.doc

Media Investor Relations
Name Will Sargent Name Anne O'Driscoll
Telephone 02 9292 9466 Telephone 02 9292 3169

Mobile 0411 012 835 Mobile 0411012675



9 November 2005

Manager, Company Announcements Office ¢
Australian Stock Exchange Limited
Level 4, Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear Sir/Madam
INSURANCE AUSTRALIA GROUP LIMITED (‘IAG’)
ANNUAL GENERAL MEETING
Attached are copies of:
¢ an address by the Chairman, Mr James Strong; and
e a presentation by the Chief Executive Officer, Mr Michael Hawker,

to be delivered to the Annual General Meeting of Insurance Australia Group
Limited, scheduled to commence at 10:00am today.

The AGM is being webcast on www.iag.com.au/agm2005.

Yours sincerely

Qi @;:.J )
Anne O'Driscoll
Group Company Secretary &
Head of Investor Relations

Attachment (27 pages)
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Address by Mr James Strong, Chairman
Insurance Australia Group Limited
2005 Annual General Meeting
9 November 2005

Introduction

Before we commence the formal part of the meeting today, | would like to provide a
brief overview of Insurance Australia Group’s performance for the 2005 financial
year, with a particular focus on the initiatives we have undertaken in the areas of
risk management and governance.

| will then ask Chief Executive Officer, Michael Hawker, to provide a more detailed
review of the operations and financial performance of the company and an update on

our outlook for the current year.

A quality performance

| am pleased to report Insurance Australia Group posted a record performance for the
2005 financial year, recording a net profit of $760 million, the highest in our history.
We also recorded the sixth consecutive improvement in our insurance margin, u-p
from 13.5% in 2004 to 16.3% in 2005.

In light of this record performance, the Board paid a final dividend of 14.5 cents per
share, bringing the total dividend for the 2005 financial year to 26.5 cents per share.

This represents a 20.5% increase on last year's total dividend of 22 cents per share,
and is in line with the Board’s aim to deliver double-digit dividend growth.

If you have been a shareholder since the Group listed on 8 August 2000, your total
shareholder return to 30 June 2005 was 157%. That placed IAG in the top 20% of all
companies in the S&P/ASX 100 Index — something your Board is very proud to report.

This year we also made the process of distributing your dividends more efficient by
moving away from issuing cheques, in favour of distribution by direct credit (or
participation in the Dividend Reinvestment Plan). Payment by direct credit, rather




than cheque, is faster, more secure and, importantly, reduces costs for all
shareholders. | am pleased to say that the vast majority of shareholders have signed
up to the new payment method. However, if you're one of the few who hasn'’t, forms
are available today at the information desk, can be requested by phone, or

downloaded from our shareholder centre at www.iag.com.au.

The Group remains in a very strong capital position with surplus capital of more than
$780 million as at 30 June 2005. We anticipate using this surplus capital either to
invest in growth opportunities, or to make additional returns to shareholders.

We made significant progress against our strategy and financial goals during the
past 12 months and remain committed to delivering top quartile shareholder return

in the medium term.

Risk management and corporate governance

Last year's annual report introduced the theme “A Risk Management Story”. We
called that report “Part One” of an ongoing series because we consider long-term
thinking as being absolutely central to running a business that deals in risk.

This year’s annual report, “Part Two of the Risk Management Story”, continued the
theme, exploring the mechanics of running an insurance group from the perspective
of our customers. Through these instalments, we aim to demonstrate that by
consistently aligning our business to the four principles of our purpose —
understanding and pricing risk, paying claims, managing costs and reducing risk — we
will deliver long term value for our customers and Shareholders alike.

Risk management is never static. That is why we continue to evolve our risk
management framework in line with the changing environment. Shareholders,
community groups and governments are demanding greater transparency,
accountability and ethical behaviour from corporations, Boards and management.

IAG has continued to strengthen its governance and risk management frarhework ina
number of ways. We improved protection for whistleblowers. We created two new

executive committees to provide particular risk and governance oversight — the



Reputation Committee and the Asia Management Advisory Council. We also adopted
a new conflict of interest policy.

In line with recent amendments made to the Corporations Act, we aiso provided
shareholders with a separate remuneration report, which is located within the annual
report. You will have the opportunity for the first time to pass a resolution to adopt the

remuneration report during the formal part of today’s meeting — that is Resolution 6.

As noted in the report, IAG’s approach to executive remuneration is to ensure 1AG
can attract and retain the best people and reward performance in line with the returns
deliveréd to shareholders. Base pay is set by reference to market rates for the roles,
taking account of their responsibilities. Measures of individual performance and
contributioh to the Group’s results are set against company-specific hurdles to ensure
delivery of sustainable value. We believe that, by taking this approach to
remuneration, we have built and retained a high quality management team that has
enabled IAG to deliver superior performance and top quartile shareholder return.

In relation to your non-executive directors, remuneration is set according to external
advice on market rates. Our aim is to attract and retain high calibre d_irectors with
expertise and skills to deal with the increasingly complex and large business group
IAG has become, plus the complex regulatory environment and the ever-expanding

duties and responsibilities expected of directors.

A key element of the remuneration policy for non-executive directors is that at least
20% of their Board fees are taken in the form of shares on a fee sacrifice basis. This
element of the remuneration policy was introduced to align the interests of directors

with the interests of shareholders.

A separate resolution for shareholder consideration today — Resolution 4 —is a
proposal to increase the maximum aggregate fees payable to non-executive directors.
This proposal followed an independent review and has been made for a number of
reasons. ‘The remuneration pool has not been increased since the Group listed in
2000, and the increase takes into account market movements and provides the
-capacity to ensure IAG can continue to retain the best people to drive corporate




performance and develop appropriate returns to shareholders. Since listing, the
Group has doubled in size. At the same time, the demands of directors of listed
companies and, in particular, general insurance companies, have increased through |
corporate legislation and regulation. When viewed in comparison with companies of
a comparable size, the proposed fee pool would be in line with the majority of top 25
companies in Australia. It is also in line with the average pool of our Australian

insurance peers.

These and other resolutions will be discussed in further detail during the formal part of

the meeting.

Future Priorities
We remain committed to growing our existing businesses in Australia and New

Zealand, while expanding the foothold we have established in Asia.

Looking forward, we anticipate that strong competition in our domestic markets will
continue, but remain confident that our heritage of trusted and well-known brands, our

service to customers and our scale of operation, all position us well for the future.

We will achieve our goals by striving for the highest of standards in every area of

our business.

| would like to take this opportunity on behalf of the Board to thank Michael Hawker
and his executive team for their dedication and leadership, and to thank all our people

for their contribution to producing record results for 2005.

| would also like to thank my fellow Board members. It has been another busy year,

and the current year is shaping up to be interesting and active.
Finally, | would like to thank you, our shareholders, for your continued support. | can

assure you that the Board is fully committed to playing a strategic role in driving the

company to create long term value for customers and shareholders alike.

ENDS.
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Year in review

= IAG posted another year of record resuits in a complex operating environment, enabling
us to generate consistent returns for our shareholders, create a stable working
environment for our people, make a positive contribution to the community and provide -
security for our customers.
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2002 2003 2004 2005
& Net profit atiributable to all shareholders ($ millions) 4

« The Group produced the strongest result in its history with a net profit after tax to all
shareholders of $760m for the 2005 financial year (FY05), up 14.3% from the $665m for
FY04, Excluding the non-recurring post-tax profit of $57m on the sale of ClearView in
January 2004, the result increased by 25%.

» {tis particularly pleasing to be able to report an improved trading result in the current market
conditions, which has seen competition in the industry increase significantly.

« The Group's ability to leverage its underwriting and claims capabilities to effectively price risk
and manage claims has been key to sustaining continued improvement in margins. This is a

- quality result driven by discipline and diversification.

+ Some of the key factors in no particular order were:

« A full year of integration benefits from the CGU and NZI acquisitions;

- Reduced liability reserving in recognition of benefits from tort reform which more than
offset increased provisioning relating to asbestosis in 1H05; and

*  Ongoing benefits from continued application of our underwriting and risk selection.

« The positive factors outweighed the strain on the insurance margin from:

+ Gross incurred claims from storm activity of $340m for FYOS5 relative to $250m on an
equivalent basis for FY04. Most of the claims were incurred in 2HO05; and 4

» Increased advertising and margin contraction in parts of the business in response to a
more aggressively competitive environment.

+ Investment market performance and value added by the Group's asset managers generated
record investment returns:

» Technical reserves returned $516m, which includes capital gains of $93m, the
benefits of active return on fixed interest management and the use of equity overays;
and ’

+ Investment income on shareholders’ funds was $479m representing a yield of 19.8%
before expenses.

» Earnings per share increased by 21% from 37.9cps to 45.9cps.
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2001 2002 2003 2004 2005

13 Net earned premium ($billions)
B Gross written premium ($biflions)

Revenue growth
Year Ended 30 June

« Some of the elements contributing to our record profit result are highlighted on the
following slides.

« Firstly, gross written premium (GWP) grew by 3. 8% during the year to more than $6.6
billion, continuing the increasing revenue trend since listing, albeit slower than previous
years.

= The GWP trends by division were:

» Personal lines grew by 2.0% for the full year, with growth driven by higher
customer renewal rates and increases in the sums insured in the home portfolio.
This was partially offset by lower average premiums in motor and CTP as we
passed benefits of reduced frequency back to customers;

« Softening in commercial rates was mitigated by growth in the commercial lines
business generating a net GWP growth of 5.0% for FY05; and

» The underlying growth in the New Zealand (NZ) busnness was 4.1% (9.5% in
Australian dollar terms). .

= Net earned premium grew by 4.8% to over $6.1 billion.
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Insurance Result and Margin
Year Ended 30 June
6

+ This slide shows the trend in the insurance result and insurance margin, a key measure of
the health of our business.

» This year, the Group achieved an insurance margin of 16.3% - a record for the Group since
listing.

« The record insurance margin reflects a strong performance by each segment CGU and IAG
New Zealand both posted significant gains, while the Australian Personal Lines business
margin retreated slightly from 16.5% to 16.0%.

+ The strong margin performance for the past five years shows the ability of the Group to
achieve repeated quality margins and includes the benefits of active return on the
investments backing the technical reserves.

« It also reflects the Group’s adherence to underwriting disciplines, with a focus on
maintaining margins.
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Dividends per ordinary share
in relation to the year ended 30 June
{cents per share)

+ As a result, our shareholders — numbering close to one million - continue to share in the
improved performance of our business over the years with an increase in dividends per share
each year.

» On the back of a record result, the Group paid a final dividend of 14.5¢ps, bringing the full year
dividend per share to 26.5cps. This represented a 20.5% growth on FY04 and is in line with the
Group's target of achieving double digit growth.

«» The full year FY05 dividends of 26.5¢ps represents a payout ratio of 51% of reported earnings
before goodwill amortisation and after dividends on reset preference shares.

« Over the five years since listing, the Group has achieved a cumulative dividend growth rate of
29.5% per annum. The total dividends declared represent 58% of cash eamings for those five
years.
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» One of the Group’s financial goals is to achieve top quartile total shareholder return compared
to the top 100 companies listed on the ASX.

» As this chart shows, the Group s total shareholder return has significantly outperformed the
S&P/ASX 100.

« When viewed over the period from listing in August 2000 to 30 June 2005, IAG ranked in the top
20% of companies in the S&P/ASX 100 with a total shareholder return of 157%.

« The Group remains focused on building shareholder value for the long term.
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* ‘AA’rating, the highest of any Australian-
based financial institution

 Surplus capital greater than $500m

+ Capital more than two times regulatory
requirement

« Conservative reserving for claims

» The Group's capital position remains very strong.

* This year's record result has been achieved while maintaining a very prudent level of reserving,
maintaining "AA” (stable) insurer financial strength ratings for key wholly-owned insurance
entities. This rating is currently the highest of any Australian-based financial services
organisation.

In January, IAG further strengthened its capital position by raising $550 million of contingent
capital through the offer of Reset Exchangeable Securities. These securities can be converted
at any time into regulatory-quality capital, which provides the Group with an added layer of
certainty and capital protection in case trading conditions deteriorate dramatically or a series of
events occur that breach our robust reinsurance programme. While this is unlikely to occur, the
issue of these securities was an important risk management initiative that protects shareholders
and customers alike.

The Group has an minimum capital requirement (MCR) of 2.00x at 30 June 2005 compared to
the Group’s benchmark MCR level of 1.55x. This translated to surplus capital of more than
$780 million at 30 June 2005 of which $231 million was utlilised to pay the October 2005
dividend. That leaves approximately $550 million, excluding the surplus capital continuing to be
generated by the business.

As previously indicated, the Group’s surplus capital will be used for international expansion
opportunities. However, if suitable opportunities are not found in the near term, the Board will
return capital to shareholders, in line with its commitment to maintain an efficient capitai
structure.
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« The ability of the Group to meet/exceed customer needs is central to its capacity to
continually deliver sustainable returns.

« The trends in the key customer measures to June 2005 show continued lmprovement over
the past few years. A focus on underwriting and claims processes to improve the speed
and quality of service has not only manifested in our margins but also in our levels of
customer satisfaction.

« The above graphs show the trend in key customer measures over time:
= First graph — complaint levels to risks-in-force continued to trend downward;

= Second graph — shows for our largest portfolio that claims satisfaction has improved over
the last four years. This is largely due to the Group’s supply management models that
have delivered faster turnaround times with higher quality of service from end-to-end
ownership of the claims process;

= Third graph — Customer satisfaction levels continued to support the retention of customers.
In the personal lines portfolio, retention rates have trended above 90% and in the
commercial lines portfolio has trended in the mid 80%; and

« Fourth graph — Our brand awareness for our key-retail brands continued to improve in aII
States.
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«  During the year, the Group continued to introduce innovative initiatives to further enhance the customer |
experience.

< In July of this year, the Care & Repair centre mode! that had been operatlng successfully in Queensland,
WA and SA was introduced into Sydney and Newcastle.

« Thenew service, which centres around customer convenience and repair quality, brings the benefits that
customers in the other states have been enjoying for over two years, to IAG's largest customer base of
New South Wales. :

« The Care & Repair service has been labelied as superior to its peer group in Austrafia in a comprehensive
review of domestic motor insurance claims management systems by analysts.

To demonstrate how the Care & Repair service works, we’ll now show you a short video.
CARE & REPAIR VIDEO PLAYS

The video demonstrates the following steps:

+ A customer calls the 24/7 Teleclaims hotline to report the accident. »

+ Depending on the extent of damage, Teleclaims either directs the customer to the nearest Care & Repair
Centre or arranges for a tow truck to take the car to the nearest Care & Repair Centre.

+  The customer is greeted at the Care & Repair Centre, and the car is inspected by one of IAG's qualified
assessors.

+ The customer is given a taxi voucher to get home or back to work or, if their car is safe to drive they can
take it with them and drop it in to the repairer at a more appropriate time.

» Adetailed scope of works is prepared by an assessor with supported by high resolution images of the
damage.

« For minor repairs, the job is posted on 3 secure website, and approved smash repairers, who have met
IAG’s quality standards and are in the relevant area, tender for the job.

» Once the job is allocated and repairs are complete, the car can either be delivered back to the Care &
Repair Centre for pick up by the customer, or the customer can pick it up directly from the repairer.

+  For quality assurance, the customer is offered a post-repair-inspection at no extra cost. in addition,

. customers receive a lifetime guarantee on all authorised repairs.
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» Since 2003, more than 75,000 cars assessed through
Care & Repair Centres in Qld, WA and SA — customer

surveys show:
=  Satisfaction with repairs is on average 91% across these states
= Quality of repairs has increased 6%

« Since July 2005, almost 17,000 cars assessed through
Care & Repair Centres in metro NSW

» |AG managed more than 430,000 motor vehicle claims
nationally in FY05, including more than 220,000 in NSW

12
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« During the year we continued to focus on strengthening our intermnal culture by aligning our
people around a consistent purpose and common set of values.

= The Group's purpose, which is highlighted in the diagram on this slide, is defined as
follows:

-# Paying claims: Customers expect their claims will be paid. That's the point of
insurance. But we need to ensure there is no misalignment between what we pay
our customers when they claim and what they perceived we would pay when they
initially took out the policy. Last year we paid out about $4.2 billion in claims. That
equates to around $11 million a day.

» Understanding and pricing risk: We price our products before we know their real
cost to us. So it's important we are expert in assessing and pricing risk accurately
and fairly. That means employing spedialists such as climatologists to collect and
analyse as much data as possible.
» Managing costs: Our operating costs are factored into the price of a premium, so
we aim to be as efficient as possible. We are using our scale responsibly to keep
our costs per policy down.
= Reducing risk: None of us wants to experience the hardshlp that leads to making
a claim, so we use our knowledge to help reduce the likelihood of a claim occurring
in the first place. We concentrate on four areas — crime prevention, road safety,
workplace safety and the environment.
« Delivery of the purpose is underpinned by the Group’s core values of honesty,
transparency, teamwork, meritocracy and social responsibility.
« A strong culture is vital for providing a framework for decision making, ensuring a
consistent quality of customer service which drives shareholder value.
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A clear part of our Group's purpose is to reduce risk in the community. We continued our focus,

- spending more than $12 miltion in direct financial assistance and dedicating thousands of hours of
time and other resources to community programmes to reduce risk in the home, on the road and at
~ work, and slowing the effect of global warming. :

Crime reduction ‘

We work closely with local communities and the police to help reduce crime. Initiatives include:
+ a mobile crime prevention van;

+ the ‘Never Again’ programme to prevent repeat burglary and car park secunty checks; and

+ the ‘BizSafe’ programme to assist businesses manage security.

Road safety

Finding ways to help reduce the frequency of car accidents is a key priority for Insurance Australia
Group, for example:

« this month, NRMA Insurance has launched a Road Safety Month implementing many initiatives to
curb the level of collisions on the road, including publication of the 101 worst crash sites each year
and finding ways to reduce the accident rates at these sites (for example, building roundabouts and
improving road signage); and ‘

+ publication of a Reversing Visibility Index which rates motor vehicles on the effectiveness of their
rear vision and should lead to automotive innovations to improve poor driver rear vision.

Workplace safety ‘

We've taken our role as the country’s largest workers' compensation underwriter and clalms manager
seriously by developing programs to help drive behavioural change, including:

« an interactive CD ROM, ‘Risk Radar’, to help smash repairers minimise the impact their business
poses to their workers and the environment; and

+» the ‘besafe’ programme to encourage our staff to participate in keeping our work places healthy,
safe and clean.

Environment ,

Weather and climate are core business issues for insurers. Australia’s 20 most costly insured natural
disasters have been weather-related except for the Newcastle earthquake. Qur research shows a
definitive link between rising global temperatures and the increased frequency and ferocity of weather
“events. That's why IAG is working to reduce its own environmental footprint, and encouraging both its
customers and suppliers to do the same.
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» Measuring and reporting on our financial, social and environmental performance is an
integral part of delivering on our strategy to manage our business successfully for the lorig
term.

= To supplement the financial reporting contained in this year's annual report, IAG is releasing
its second Sustainability Report today, titled ‘It's just good business’. Our Sustainability
Report provides additional information on our performance against social and environmental
indicators, such as our efforts to improve the diversity within our workforce, make our
communities and roads safer, and reduce our greenhouse gas emissions.

« Both this and our inaugural report are available at www.iag.com.au and a concise version is
available at our venue today.

= The report details the significant steps we've taken over the past 12 months towards
becoming a more sustainable organisation. Importantly, it demonstrates our progress
against the commitments we made last year.

« The report also highlights how we are tackling challenges facing both IAG and the insurance
industry in general, including the lack of consistent and affordable flood cover in Australia.

« IAG’s 2005 Sustainability Report key indicators were subject to independent assurance by
KPMG. "
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16




tnserance
Auntrabio

Stratvegy update

17




IAG

e TH AT
Ausstratia
G

Strategy remains on track

Simultaneously researching
now for internationally
applicable core
competencies

Progress

\June 2005

+—— Delivered

Time

18

« This diagram represents our strétegic focus over time, which remains unchanged.

» The Group is now in a transitional phase, having generated scale and profitable growth
in our home markets of Australia and New Zealand, and simultaneously searching for
suitable opportunities for international expansion to supplement revenue streams going

forward.
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» During the year, we achieved progress against each of the strategic financial goals we
set for ourselves in 2004.

» The Group's over-riding goal is to achieve top quartile total shareholder return. From
listing in-2000 to 30 June 2005, IAG's total shareholder return of 157% ranks us in the
top 20% of the entities in the S&P/ASX 100.

= Our second goal, which we also met, is to achieve a return on equity of atleast 1.5
times the weighted average cost of capital. We set this goal to ensure that shareholders
receive an adequate return. We don’t expect to sustain returns much above this level, as
excess returns will be invested back into the business.

» Progress was made on our third goal to establish an Asian foothold. An update on our
progress is provided on the next slide.

» We also met our fourth goal to maintain an 80:20 mix of short-tail:long-tail premiums.
We consider this to be the best mix to enable us to keep risk at a tolerable level. This is
because claims made for short-tail insurance, such as a property damage claim, are
easier to predict than claims made for long-tail insurance, such as a serious workers’
compensation injury claim.

« Importantly, we met our financial goal to maintain our very strong ‘AA’ Standard &
Poor’s insurer financial strength ratings for our key wholly-owned entities. That's a signal
to our customers that we have the financial strength to be abie to honour our promises
to customers to pay their claims, now and into the future.
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I would like to provide a little more detail on our international expansion strategy.

As we have said on many occasions, we remain committed to continually improving the quality of our
business in our home markets of Australia and New Zealand.

Now that we've generated a profitable, scale organisation here, we continue to look for ways to increase
value and service for our customers and to operate our business more efficiently.

To maintain growth at the level necessary to remain competitive in the longer term, we recognise that
international expansion is required to generate incremental revenue streams and to further diversify our
risks. K

The Board has set strict criteria for evaluating international expansion opportunities; including valuation
methodology and expecting any investment would be earnings per share positive within 12-18 months.
During the year, we adhered to these criteria, walking away from several potential transactions that did not
meet our criteria. )
During the year, we made progress against our financial goal of establishing an Asian foothold. We have
expanded our portfolio of assets in Asia.

In July 2005, the Group acquired a small general insurer in Thailand, formerly owned by Royal &
SunAlliance Insurance Group, to add to our growing portfolio of assets in Asia. This is our second

- investment in Thailand, having held a 22% shareholding in Safety Insurance since 1998. [t allows us to

diversify our interest in the growing Thai genera! insurance market and ensures we will be’a player in that
market's anticipated consolidation. These Thai operations are quite small but are already contributing to
profits.

Two weeks ago we announced that we are in discussions to acquire a stake in Malaysia’s second largest
motor insurer, AmAssurance Berhad. We remain hopeful of reaching agreement to invest in this company
and generate value through skill sharing between the company and ourselves.

We will continue to research other potential acquisition opportunities in Asia, using stringent due diligence
processes, to provide additional earnings growth for the long term.

Longer term, we will not limit our search to Asia. We will also pursue opportunities in other markets if they
meet our strict criteria. For example, markets such as North America and Europe present opportunities to
grow our international revenue streams and position the Group for long term earnings growth.

Based on past performance, to maintain our relative positioning on a global scale, we would need to grow
by at least 16% per annum each decade. Delivering this would mean doubling the size of our company by
about 2012. Allowing for the Australian and New Zealand businesses to grow at 1.5-2.0 times GDP, this
would translate into offshore eamnings contributing about 40% of earnings by 2012.
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= This slide shows how IAG's premiu‘m growth in Australia has exceeded that of the market,
and how market growth has slowed in the past year.

« For FY06, the combination of reducing premiums based on tort reform and competitor
activity in commercial lines, offset by rate rises in other areas and volume growth, leads us
to-believe the overall market growth will be flat. Accordingly, it will be challenging to deliver
premium growth in our existing businesses in Australia and-New Zealand.

» In the past our Australian business growth has been supplemented by acquisitions. Given
our current market shares and insurer ownership, domestic acquisition opportunities are

very limited.
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We have set ourselves a goal of growing GWP by at least 2%. We expect that most of this
would be from volume growth. However, delivering this will be put under more pressure if
price-based competition in the market place drives premium rates below the levels needed
to service an adequate return on capital. In these circumstances, we will not write the
business because it won't fit with our commitment to managmg the business for the long
term.

The FY06 insurance margin will, the Group expects, moderate but remain above the 13.5%
margin achieved for FY04, provided, of course, that we don't incur claims costs significantly
in excess of the allowances we make in our plans.

This view is driven by our belief that the current high returns are unsustainable — a fact
reflected in the current market conditions.

We also expect to extract more cost synergies from our scale advantage, removing
duplicate functions and introducing innovative supply chain initiatives.

From the returns generated by our existing operations, we expect dividend growth to meet
our 10% goal. .

We clearly have surplus capital at present and, with reasonable investment market retums,
we will generate more during FY06. This will be either used to fund acquisitions or returned
to shareholders.

| would like to thank the 12,000 people across our organisation. Achieving our progress
would not have been possible without the dedication and talent of each of them. My
management team has played an important role in leading our people, strengthening our
collective capabilities and consistently applying our values, policies and processes, to help
improve our people’'s engagement and performance. 1'd like to thank them for their efforts.

I have the confidence that our people have the capability and enthusiasm to transform IAG
into a competitor in the global insurance industry, while at the same time protecting our
leading position in our home markets.
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Australian Stock Exchange Limited
Level 4, Exchange Centre
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SYDNEY NSW 2000

Dear Sir/Madam
INSURANCE AUSTRALIA GROUP LIMITED (1AG’)
ANNUAL GENERAL MEETING

Attached is a media release in respect of the Annual General Meeting of
Insurance Australia Group Limited, which commenced at 10:00am today.

Yours sincerely
Anne O'Driscoll
- Group Company Secretary &

Head of Investor Relations

Attachment (2 pages)
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full year guidance

Insurance Australia Group Limited (IAG) Chief Executive Officer, Mr Michael Hawker told
shareholders at the company’s annual general meeting today the Group remained on track to

“deliver an insurance margin between 13.5% and 16.3%, and would continue to pursue its strategy
of domestic optmusatlon complemented by offshore expansion.

“During the first three months of the current financial year, the business has performed in line
with expectations, boosted by a strong equity market performance. As a result, our guidance on
our insurance margin for the 2006 financial year remains unchanged and we still expect to deliver
dividend growth of around 10%,” Mr Hawker said.

“Moving forward, we will continue to enhance our existing businesses. In our Australian
personal insurance portfolio, our focus remains on service quality and innovation. In our
Australian commercial insurance portfolio, we will further deepen our customer relationships,
particularly in the SME and rural markets where we have the largest distribution network.

“At the same time, we will continue to build our international foothold. In the near term, our
focus remains on pursuing investment opportunities in Asia. The business we acquired in
Thailand in July is contributing positively to profit and we recently opened a regional office in
Singapore to assist with the management and growth of our Asian investments. We are also in
discussions to acquire a 30% stake in Malaysia’s second largest motor insurer, AmAssurance
Berhad, to add to our existing portfolio of Asian assets. '

“As a company w.hich always has an eye on long term sustainability, IAG has also started preliminary
research on expansion opportunities in other insurance markets around the world, including parts of
* North America and Europe.

“The strong performance in the first quarter has added to the Group’s surplus capital. Our
philosophy on using this surplus capital remains unchanged — if it is not required in the short term
for organic growth or anticipated investments, it will be returned to shareholders in due course.”

Mr Hawker also announced the Group had released its second Sustainability Report today titled
‘It’s just good business’.

“The report details the significant steps we’ve taken over the past 12 months towards becoming a
more sustainable organisation. Importantly, it demonstrates our progress and challenges against
the goals we set last year.

“The report also highlights how we are tackhng challenges facing both IAG and the insurance
industry in general, including the lack of consistent and affordable flood cover in Australia.

wwef ary /\ R —




“Ultimately we believe sustainability and long term shareholder value comes from aligning our
people and our organisation with a clear purpose - that is, paying claims, understanding and
pricing risk, managing costs and reducing risk,” Mr Hawker said.

IAG’s 2005 Sustainability Report key indicators were subject to independent assurance by
KPMG. The full report is available at www.iag.com.au/sustyreport05.

For the 30 June 2005 financial year, IAG’s net profit after tax increased to $760 million (30 June
2004: $665 million), reflecting strong operating and underwriting disciplines, integration synergies
and the highest ever total investment income recorded by the Group. The Group also achieved a
record insurance margin of 16.3%, up from 13.5% the previous year.

In light of the Group’s strong performance, the Board declared a final dividend of 14.5 cents per
share, which was paid on 17 October 2005, bringing the total dividend for the year to 26.5 cents per
share. This represented an increase of 20.5% on the previous year’s total dividend of 22 cents per
share and is in line with the Board’s aim to deliver double-digit dividend growth.

-ends -

Insurance Australia Group (IAG) is Australasia’s leading general insurance group. The group
includes some of Australia and New Zealand’s most trusted brands — NRMA Insurance, SGIO,
SGIC, CGU, Swann Insurance, State Insurance and NZI. IAG’s interests in Asia include a 22%
stake in Thailand’s Safety Insurance, the general insurance operations acquired from Royal &
SunAlliance Thailand, and the China Automobile Association in Beijing.

Media Relations Investor Relations

Name Carolyn McCann Name ’ Anne O’Driscoll
Telephone 02 9292 9557 Telephone 02 9292 3169
Mobile 0411014 126 Mobile 0411012 675
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SYDNEY NSW 2000 '

Dear Sir/Madam
INSURANCE AUSTRALIA GROUP LIMITED (1AG’)
SUSTAINABILITY REPORT

Please find attached copy of IAG’s Sustainability Report 2005 that was released
today.

Yours sincerely

Qe sl
Anne O'Driscoll

Group Company Secretary &

Head of Investor Relations

~ Attachment (73 pages)
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ABOUT THIS REPORT

in our first Sustainability Report, published in November 2004, we outiined why sustainability is core business for
us. We also detailed the value we beligve our business delivers in helping to reduce risk.

Sustainability is inextricably e 1o ou- -
and reduce r.sk.
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This report, covering IAG's performance for the 2005 financial year, is our second step in sustainability reporting
and outlines the progress made to date. It also defails some of the challenges experienced while working to create
a sustainable organisation.

This year's report again goes to the heart of our purpose. We describe how sustainability is inextricably linked to
our reasons for being - to pay claims, understand and price risk, manage costs and reduce risk.

As was the case in the 2004 financial vear, this report covers 1AG's Australian operations only. It does not include
operations in New Zealand, China or Thailand. IAG New Zealand published its first Sustainability Report this year
which is available at www.iaq.co.nz/sustainability.

Input into our Sustainability Report

in June 2005, an internal Sustainability Report steering committee was established to guide the production of this
year's report. The committee included key representatives from across IAG's business including the areas of
Personal Insurance, Chief Financial Office and Culture & Reputation.

in compiling this report, IAG sought input from employees at all levels and various external stakeholders including

community and envircnmental organisations and business partners. We also used indusiry benchmarking,
feedback from Corporate Social Responsibility indices. stakeholder surveys and peer reviews to determing content.

This year, we have added new indicators to our reporting process. These are:

+« the number of employee volunteer hours;
+ number of employees who identify themselves as indigenous Australians; and
= the IAG population aged 25-34 {inclusive) compared to the Australian Labour Force of the same age group.

Each of these indicators is a key measure for cur community and people strategies.

Ve continue to measure our activities against the internationally recognised Global Reporting initiative (GRI)
framework for sustainability reporting. The 29 key indicators in this report have been externally verified by KPMG.
Details of verified irdicators can be found in the Assurance statement.

U Assurance statement

In keeping with our commitment to reduce our CO, emissions, we have made the decision to produce an online
report this year. with a limited number of printed concise versions. While we acknowledge some people may prefer
to read the complete report in print. we believe it is important to use as many opportunities as possible to reduce
our CO, emissions.
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What sustainability means to IAG

“Sustainability at IAG s e ¢
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'Sustainability’ is a word often used but its definition is rarely agreed upon. At IAG, we see sustainability in a
straight forward way - it's about managing our business to ensure success for the long term.

To do this, we must be economically sustainable and generate enduring shareholder value. In taking this view,
sustainability at IAG is not considered a ‘programme’ or a ‘nice to have’ - it is central to everything we do. That
means adapting to our custorners’ changing needs, reducing our environmental impact, creating value for society,
delivering quality shareholder returns and creating a strong internal culture.

Building the right culture is critical to sustaining our business. Our people must act in a way that is consistent with
our values. The values we operate under - teamwork, honesty, transparency, meritocracy and social responsibility -
define the types of people we want working for us, the way we make decisions, how we expect our people to
behave and how we would like them to interact with our stakeholders.

A strong cutture also means our people understand why we're here. Qur purpose is clear - we pay claims,
understand and price risk, manage costs and reduce risk. For this reason, our 2005 Sustainability Report ties
strongly back to our purpose.




CEQ’'S STATEMENT

Our succeses
ir e 2005 financial year, we have made significant steps towards becoming a sustainable organisation.

Workplace safety

By taking a highly systematic approach tc addressing our own Occupational Health & Safety (OH&S), we have
dramatically improved our performance. As the largest workers' compensation insurer in Australia, we have unigue
insight into OH&S. We have appiied this insight to cur cwn operations and delivered exceptiona! results that have
changed our people's behaviour. For example, we decreased our Lost Time {njury Freguency Rate to 5.3 per
miliion hours worked compared to 8.7 in the 2004 financial year. In addition, 80% of our managers have completad
OHA&S training {up from 26% last year).

We are also continuing our work to reduce risk in our customers' workplaces through initiatives such as the Risk
Radar - a self-assessment tool that helps businesses rate themselves against environmantal, health and safety
standards and develop an action plan to improve safety and environmenta! performance in their workplace.

"We are also continuing our great work to reduce risk in cur customers’ workplaces through initiatives such as the
Risk Radar” :

Community initiatives

Risk reduction in the areas of road and home safety, crime prevention, workplace safety and climate change,
continues to provide the foundation for our community work. In the last year, we have made some significant
advances with our community initiatives. One example is a world-first medical trial with NRMA CareFlight which
aims to improve recovery outcomes for people who sustain head injuries.

Through our communityhelp grants programme, we have made 150 grants, totalling around $530,000, to
community organisations.

i am also proud of the effort our people made to help victims of the Asian tsunami. Employees across the country
pitched in to volunteer with aid agencies and, through employee donations and company matiching, we donated
more than $750,000 to tsunami relief efforts.

Sustainability and our people

Our employees continue to feel passionate about working at IAG. In our annual survey, 73% of respondents said
they value our focus on balancing our social, environmental and financial responsibilities. They also believe we are
improving the work and life flexibility support we provide.




CEQ’S STATEMENT

& The challenges we face
W A supplier industry in reform
. Performance against envirormental targets

The challenges we face

Aligning cur business fo a sustainabie way of pperating has also posed some challenges. In this report, we discuss
how we tackie some of the biggest challenges facing our business today. These include major community issues
such as the lack of consistent and affordable flood cover in Australia and the impact of tort law reform on pubiic
liability insurance.

A supplier industry in reform

Cre of IAG's largest suppliers is the smash repair industry. This industry is currently at a crossroad with more than
twice as many repair shops per vehicle in Australia than in the United Kingdom. For comparisor, for every repair
shop in Australia, there are 1,900 vehicles, as against nearly 5.000 vehicles per repair shop in the United Kingdom.
This oversupply is exacerbated by fewer accidents and new, safer cars that are less likely tc require repair work.

The sustainability of the smash repair industry is essential to our business. We have taken steps to help the
industry aleng this road by investing $10 million over four years in the form of apprenticeships, traineeships,
business management training and succession planning courses.

We recently infroduced a new Care & Repair service in New South Wales. This service takes the stress and
uncertainty out of organising smash repairs by allowing customers to take their damaged vehicle to one of our
conveniently located assessment centres. :

In states where this system has been operating for some time, we have seen improvements in customer
satisfaction and the quality of repair work.

Unfortunately, there has been some uncertainty and debate with repairer groups about this system. VWe're trying to
waork through these concerns as we believe the new system will ultimately benefit repairers who are able to choose
the repair work they want to bid for and 1o specialise in certain types of repair.

Performance against environmental targets

In this report, we also cover our performance against our corporate environmental targets. Although we have
implemented some strong initiatives in this area. we have not met our targets for the 2005 financial vear.

This is due to a number of factors including the challenge of balancing the need to reduce our envircnmenital
impact while growing our business. For example, we now know that decisions taken to benefit our customers
through improved technology require additional computer servers, leading fo an increase in CO, emissions.

We need to learn how to manage the added complexity required to make decisions that balance the needs of our
various stakeholders while improving our environmentaf impact.

in the coming year, we will be taking steps to address our environmental performance by:

* improving our measuring and reporting processes;

« setting more tailored divisional targets;

+ rolling out action plans to address high environmental impact areas; and

= engaging our people around improving our performance.

We are also targeting our single greatest contributor to CO, emissions - electricity - by developing and
implementing an energy management plan for our major sites.

" : e . <
True SUStalnablhty comes from an understanding of an organisation's purpose and
achieving a balance between complex stakeholder priorities.”

We acknowledge that our thinking in the area of sustainability is continuing to develop and mature as our
understanding of our social licence to operate deepens and is enriched by dialogue with our key stakeholders.

| congratulate our people on the work done so far and | remain impressed by the passion and commitment of our
employees to keep improving.

Managing a company well for the long term requires investment in customers, employees and the community. True
sustainability and enduring shareholder value come from an understanding of an organisation’s purpese and
achieving a balance between complex stakeholder priorities.

In essence, it's just good business.

</"i (\P
Michael Hawker
Chief Executive Officer




INSURANCE AUSTRALIA GROUP AT A GLANCE

W Who we are

Who we are

insurance Australia Group (IAG) is the largest general insurance group in Australia and New Zeaiand. We provide
insurance products under some of the most respacted and trusted brands including NRMA Insurance, SGIC, SGIC,
CGU, Swann Insurance, NZ| and State.

IAG owns a roadside assistance business in China, the China Automobile Association. We also hold interests in
two general insurance businesses in Thailand - a 22% holding in Thatiand's fifth largest motor insurer, Safety
Insurance, and in July 2005, we acquired a small general insurer, formerly part of the Royal & SunAlliance
insurance Group.

What we do

We believe that insurance is ultimately a community-based product. A large group of customers pay relatively small
amounts of money. in the form of premiums, into a poo!l of funds so the unfortunate few who suffer a loss can
repair, rebuild and recover.

QOur customers rely on us to protect them or their assets, It's a responsibility we take seriously, and one we believe
requires us tc deliver value in four ways:

SHAREHOLDER
YALUE

1. Paying ¢laims

2. Understanding and pricing risk
3. Managing costs

4, Reducing risk in the community

Aligning our people and our business around these four principles is the key to ensuring our business is
sustainable and we create value for our shareholders.

We hold the number one position in seven major general insurance markets in Australia; motor. home, compulsory
third party, workers' compensation, rural, consumer credit and extended warranty.

Ve insure more than $858 billion worth of property in Australia. This includes:

+ more than 5 million cars;
« 2.5 million homes;
245,000 businesses; and
~ 82,000 farms.
We also provide workers' compensation services to 209,000 employers.

in New Zealand, we insure more than 1 million cars, 580,000 homes, 187,000 businesses and 215,000 rural risks.
Cur insurance products, issued under our various brands in Australia and New Zealand, include:

+« Motor vehicle

~ Home and caontents

« Compulsory third party

~ Niche insurance, such as pleasure craft, veteran and classic car, boat, caravan and travel insurance
»  Consumer credit

« Commercial property

« Commercial motor and fleet
» Constfruction and engineering
& Farm, crop and livestock

~ Home warranty

» Maring

«~ Public and product fiability

&« Professional indemnity

« Directors and officers

» \Workers' compensation.

We employ rnore than 12,000 people throughout metropalitan, regional and rural Austratia and New Zealand and
now in China and Thailand. :

We retain a Standard & Poor's very strong 'AA" insurer financial strength rating for our wholly-owned entities. That's
a signal to our customers that we have the financial strength o be able to honour our promises to pay their claims.
For our shareholders. employees and the communities in which we operate, it assures them that our business is
financially sound.



EXECUTIVE SUMMARY

w Progress in the 2005 financial year
- Sustainability is core business
driving sustainability

s Understanding and pricing risk
'« Managing costs '

- Our stakeholders

ir our first Sustainability Report, published in November 2004, we outlined why sustainability is core business for
us. We also detaited the value we believe our business delivers in helping to reduce risk. This year's report again
goes to the heart of our purpcse. We describe how sustainability is inextricably linked to our reasons for being -
paying claims, understanding and pricing risk, managing costs and reducing risk.

Progress in the 2005 financial year

In the last financial year, we honoured commitments made (o our customers, shareholders, employees,
communities and the environment.

We encouraged wider participation in empioyee volunteer activities and ran community programmes to reduce high
rates of burglary and car theft. We also launched an education programme to improve community awarengss of
insurance and risk.

In our workplace, we encouraged more employees to take up part-time employment to give them greater flexibility
and work-life balance. We also offered an extensive range of learning opportunities for our people and developed
strategies to address women and age issues in our workforce. In addition, we launched a strategy to encourage
greater indigenous employment at IAG.

In the fast vear. although falling short of our targets. we have taken steps to improve our environmental
performance. These include introducing more hybrid vehicles to our tool of trade fleet and commencing work on an
energy management pian to reduce eleclricity use at cur major sites.

From our customer's perspective, our research shows they are more satisfied with our service, particularly at
claims time.

For our shareholders, we're delivering on our commitment to international expansion by acquiring a small general
insurance business in Thailand and continuing to pursue other potential acquisition opportunities in Asia.

Sustainability is core business

We are continuing to embed governance around sustainability issues into existing business and management
practices. This means for instance, incorporating sustainability into our risk management strategy to ensure we
manage risk for the long term.

Governance

Responsibility for creating a sustainable tAG resides at every level of the organisation. We also have & Board
committee which advises and supports the Board on the social, environmental and ethical impacts of our business
practices and sets the standards for these practices. In addition, our senior management Reputation Committee
meets monthly and is responsible for formulating IAG's strategies on reputation issues and reporting, and making
recommendations on these. '

We use public policy statements to articulate our commitment to the sustainability of our business. These polices
cover diversity and flexibility, care for the environment, continuous disclosure and insider trading.

We are also in the process of developing a Code of Ethics based on our purpose and values. This will provide an
ethical decision-making framework for our people across our international operations.

Culture driving sustainability

We believe that by reinforcing our desired culture with sound people practices, IAG's employees will deliver a
consistent experience for our customers, shareholders and the community - ultimately helping us create a
sustainable business.




To help achisve this goal, we regularly measure how passionately our peonle fest about working for |1AG and take
actions to address their concerns. We aiso provide a framework for rewarding employees whe act in a way that
e'"’ecta our values and, through our internal communication channels, we conlinuously reinforce these values and

our purpose.

ufture with sound peop!e
aypenencs or ol ouLsTiinsars.

a3 oreats g suslaimal

We use a numuer of tools to assess whether our people are in the right roles and if we have leaders in place to
deal with the high levei of complexity required to keep our business in shape for the long term. Our Sustainability
Champions also take a strong and visible leadership role throughout the business and are adept at taking the
Group-wide philosophy and ‘meking it real’ for their division.

Paying claims

Paying claims is why we exist. We sell a 'promise’ to our customers that should they suffer an unfortunate event,
we will provide them with cover when they need us most, at claims time. Through our brands NRMA Insurance,
SGIO, SGIC, CGU and Swann Insurance, we pay around $11 million in claims every day.

What sets us apart from our competiters is an attribute we call 'going beyond the claim' - the way we manage the
process of paying claims and help our customers repair, rebuild and recover in times of need. Indicators we use to
measure our progress in meeting this promise are those relating to customer and claims satisfaction and
complaints. In the 2005 financial year, customer satisfaction was 81% - up from 80% in the 2004 financial year.
Claims satisfaction rose by 3% to 87%, while the number of customer complaints fell from 7,789 to 7,002.

To deliver further on our promise to our customers, we work closely with our suppliers to improve efficiencies to
ensure their businesses remain sustainable. For the smash repair industry, this means investing in apprenticeships.
traineeships, business management training and succession planning courses and making changes to the way we
work with our preferred repairer network across Australia.

For our network of 74 preferred builders who carry out repair work after home insurance claims, we've partnered
with the Housing Industry Association to offer a course to help them adopt a more environmentally friendly
appreach. We're also seeking to improve the environmental credentials of the goods we supply our customers.

Understanding and pricing risk

Te ensure we don't under-price risk (which might jeopardise our ability to pay claims), or over-price it (which could
affect the affordability of insurance), we employ specialists such as underwriters, actuaries, industry researchers
and atmospheric scientists to analyse data.

in addition, our extensive record of personat insurance claims gives us access to vast amounts of data such as
repair costs. weather patterns and crime statistics. This helps us price risk fairly for each customer. it also presents
opportunities to help the community reduce risk.

For example, our Industry Research Centre provided input into how the Subaru Liberty, Ford Territory, 2005
Mitsubishi 380 and 2008 Holdern Commadore, could benefit from improved design to reduce repair costs and
improve anti-theft security.

Tort law reform

We play a leading role in policy debates such as those on legal reforms affecting Ausiralia’s public liabifity
insurance system. We recently worked with State and Federal governments, other insurers and the community tc
find solutions to problems resuilting from the fact that the system had become unworkable. The result was a series
of changes to negligence and other civil liability laws, also known as 'torts’. These changes restored the balance
between appropriate compensation for injured people and the community’s ability to afford the associated
insurance premiums. In 2004, our commercial insurance business, CGU, reduced its public liability rates by 10% in
anticipation of the benefits of tort reform. This reflected our commitiment to ensuring the benefits of these reforms
were passed on to the community.

Climate change

We are acutely aware of the impact of climate change on risks faced by the insurance industry. The past 19 out of
20 major insurance events in Australia have been weather related. We are working to mitigate the impacts of
climate changé and are learning maore about weather patterns and how they may affect Australians' lives.

Because climate change means historical records become less relevant in determining future risk, we commission
research into extreme weather risk and how it may change. Through this work, we are better able to make informed
decisions for our business.

Climate change considerations are key to our efforts to reduce our envircnmental footprint and to encourage our
customers and suppliers tc do the same.

Flood insurance

Another area of current concern is the lack of affordable and consistent flood insurance in Australia. it's a challenge
that we have been working hard to address, but it is fraught with complexity. Although the issue poses a significant
risk to insurers, we believe it is a whole-of-society issue affecting local communities, governments and insurers -
and one that must be resolved. We believe that a solution should allow premiums to vary according to flood risk,
but provide some subsidy on the premium for householders whose risk is so hlgﬁ that risk-rateq flood cover would

he unaficrdable.




Managing costs

jon]

acause our opgrating costs are refiected in the price of premiums, we must be as efficient as possible to maintain
premiums at an accessible level for the wider community. Cur obligations to sharehoiders also mean we have 3
responsibility to manage our costs efficiently.

We do this by keeping our administration cests down, fooking for savings in our supply chain without sacrificing
guality, using technology to increase our efficlency, and entifying opporiunities to integrate cur business and find
synergies in our operations.

We're alse working to reduce our own CO, emissions. not any o benefit the environment but aiso because of the

financial advantages.

Because we did not meet our environimental targets for the 2005 financial year, we're making greater efforts across
the organisation to reduce our environmental impact. We aim to do this by:

= improving our measuring capability and developing a monthly reporting process for all managers that tracks
CO, emissions alongside spend:

+ sefting more tailored divisional targets and engaging our people around improving our performance;

+ delivering on projects to reduce print paper use through eBusiness systems, reduced policy documentation and
online shareholder interaction;

+ rolting out action plans to address high environmental impact areas; and

~ implementing an energy management plan to reduce the electricity use across our major sites.

Reducing risk

There are four key areas in which we are working to reduce risk: road and home safety, crime prevention,
workplace safety and climate change. These areas reflect priorities for our business lines and where we have the
greatest experience and wealth of claims data.

To reduce risk in the community, we have formed a network of partnerships, embarked on z series of programmes
and supported a range of community projects in crime and injury prevention, emergency services and the
envircnment. In the 2005 financial year, our financial contribution to the community totalled more than $12 miltion.

In response to employee feedback, we have also developed a number of programmes that give our peopie the
chance to get involved in their communities. Employees can donate to selected charities, with |AG matching these
donations dollar for dollar, take one day of paid volunteering leave a year, become communityhelp Champions or
nominate groups who are invelved in reducing community risk, for grants. )

Our safety performance has been a major focus of our sustainability efforts in the past year. As we are the
country's largest underwriter of workers' compensation insurance, it is particularly important that 1AG has a best
practice safety culture.

in the 2005 financial year, our OH&S performance improved considerably. We developed an online training
orogramme for all our people, implemented an electronic accident and incident reporting process and introduced
the Internal Risk Radar, an onfine CH&S self-assessment process, into all our worksites.

Through our workers' compensation business, we are sharing our experiences in improving OH&S with our
commercial customers so they can prevent workplace injuries and help injured people get back to work eatlier.

Our stakeholders

One reason we are taking steps to ensure the sustainability of our business is so that we can meet the needs of our
key stakeholders (customers, shareholders, employees and communities) for many years to come.

Managing the complex, and sometimes conflicting, needs of stakeholders is a defining attribute in sustainable
leadership and one which we are working to foster among all our leaders.

It's about being socially responsible, but it's also good for business.

Sustaining shareholder value

In the 2005 financial year, 1AG achieved another year of record results in a complex operating environment. This
result is a demonstration of our commitment to managing our business in a way that brings sustainable long-term
benefits. :

The Group achieved a net profit attributable to shareholdars of $760 million, up from $665 million in the previous
corresponding period. We've done this by adhering to tight underwriting disciplines and focusing on building
stronger reiationships through initiatives to better align our products, service and distribution networks with
customers' needs, while reducing costs. Our performance has been boosted by strong investment returns.

Engaging in dialogue
In order to achieve longevity, we aim to engage in regular dialogue with ocur various stakeholder groups.

in November 2004, a survey was sent to more than 2,000 stakeholders, including customers, sharenolders,
regulators and not-for-profit organisations, to allow for more targeted stakeholder engagement. Detailed findings
from the survey and our actions as a result of this survey were collated in a report entitled, "We're listening”, which
will be sent to all survey respondents in late 2005.

In addition to surveys, we gamer stakeholder feedback through infermal and formal consuliation, focus groups and
representation an industry bodies. We are also in the process of forming an expert advisory committee to look out
for the interests of our stakeholders and provide our Executive team and Board with independent, expert advice.



PERFORMANCE SNAPSHOT

Key statistics

1o
it

Economic

GROSS WRITTEN PREMIUM
Tolal amount we receive from customers
for payrnent of their insurance policies

NET EARNED PREMIUM
Gross earned premium minus cur
reinsurance expense

NET CLAIMS EXPENSE

The amount paid out in claims during the
year, as well as an estimate of how much
we need to pay on unsettled claims, plus
claims handling costs such as legal and
administrative expenses, less recoveries
from reinsurers and other parties

RETURN ON-EQUITY

Net profit attributable to our ordinary
shareholders as a percentage of the
average equity of those shareholders

Year ended 30 June 2004

S8.427m

$5,863m

$3,815m

29 1%

information in this seclion represents AG Australian operations only.

Social
CUSTOMER

Business volume measure - risks in force,
oolicies in force

Overall customer satisfaction
Claims satisfaction

Nurber of Level 2 and Level 3 Cusiomer
complaints

REPRESENTATION OF MEN & WOMEN
Senior management positions

Executive positions

Board positions

All levels

WORKFORCE BY EMPLOYMENT TYPE
Full time

Part time

Total head count

EMPLOYEE ENGAGEMENT'
Engagement survey response rate

Engagement score

Year ended 30 June 2004

11.8m

80% (Jan 2004}

84%
7,789
Men Women
70% 30%
85% 15%
75% 25%
42% 58%
Total Percentage
8.811 86%
1,445 14%
10,256

Year ended 30 June 2004

88%

53%

stralian and Mew Zealand operations

Year ended 30 June 2005

. $6,673m
$6,144m
$4,069m

23.1%
Year ended 30 June 2005
11.9m
81%
a7%
7,002
Men - Women
1% 29%
89% 11%
80% 20%
41% 59%
Total Percentage
8,392 85%
1,464 15%
9,856

Year ended 30 June 2005
86%

54%



CHARITABLE CONTRIBUTIONS

Funds contributed to community organisations, including
promotional expenses and administrative costs

Occupational Health & Safety (OH&S) performance

Year ended 30 June

2004
dumber of employees trained in first aid 784
Wumber of fire wardens 421
Lost Time Injury Frequency Rate - the number of work- ) 5.7
retated injuries resulling in one or more days off work, per
millicn hours worked.
Dollar spend QH&S
OH&S initiatives $660,963
OH&S salaries + on‘-costs‘ $715,986
Per FTE $142
Totai spend $1.376,940

Environmental

CO, EMISSIONS

ELECTRICITY USE
OFFICE PAPER CONSUMPTION

PRINT PAPER CONSUMPTION
Customer and policy documents

“This was previously measured per 'risk in
force' but has now been adapted to a
‘business volume measure’ {0 more
accurately reflect the volume of business
across IAG's personal and comrmercial
lines.

°

Year ended 30 June 2004

$12,347,281

Year ended 30 June
2005

1,858
536

5.3

$1,286,910
$698,277
$216

$1,985,187

Year ended 30 June 2005

Total Tonnes per Total Tonnes per
65,315 tonnes TE 76,820 FTE
8.7 tonnes 8.4
Total MWh per FTE Total MWh per FTE
2.668 MWh 4.5 45,5536 MWh 5.0
Total kgs per FTE Total kgs per FTE
474 tonnes 49 446 tonnes 49
Totel kgs per Total kgs per
2133 tonnes business 2,693 tonnes business
volume® volume™
.18 0.23

The above ingicators are covered by KPMG's Assurance slalement {except for Employee Engagement survey

P00 tel

indicators in the section tidled "Economic” are for all 1AG Group-wide operations. Other key
ators are for Australian operations only. More information can be found in the ‘Assurance statement’ section.

urther details on environmental performance can be found in the "Managing costs” section. Please see the
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- Updates gn other initiatives

Customer commitments
What we said we'd do

Improve customer service, reduce the number of
customer complaints, reduce errors and achieve
better employee engagement
IAG Sustaingbility Report 200
Page 27 :

Sharehoider commitments
What we said we'd do

To maintain growth at a level necessary to remain
competitive, we recognise that internaticonal
expansion is required to generate incremental
revenue streams and to further diversify our
business. As such, one of our key strategic goals is to
establish an Asian foothold

IAG Sustainability Report 2004

Page 28

Employee commitments

What we said we'd do

Encourage more employees to take advantage of the
flexibility offered by part-time employment

IAG Sustainability Report 2004

Page 22

Report on quantitative training data
IAG Sustainability Report 2004
Page 23

Encourage greater indigenous employment
IAG Sustainability Report 2004
Page 23

sur 2004 Sustainabi

enis for the 2005 fina

ity Repori, "The fewer the risks, the better for
sear. The table below demonstrates the

What we've done

In the 2005 financial year, we have made
improvements across all of these indicators. Further
information can be found in the 'Culture driving

sustainability’ and 'Paying claims' sections.

What we've done

In July 2005, we acquired a small general insurance
business in Thailand, formerly cwned by Royal &
SunAlliance Insurance Group, to add to our growing
portfolio of Asian assets.

We are continuing to pursue other potential
acquisition opportunities in Asia, using a stringent
due diligence process to provide additional earnings
growth for the long term,

What we've done

Cur part-time work rates have increased steadily over
the past 12 months. Also, in our 2005 "Your Voice'
employee survey, there was a significant increase in
the number of employees agreeing with the
statement "l have the flexibility to modify my work
schedule to address personal situations” and "My
direct manager supports my needs for flexibility and
wark-life balance”.

We offer an extensive range of learning opportunities
for our people, delivered through classroom, e-
leaming and on-the-job experiences.

In the 2005 financial year, 9,500 |AG employees
participated in more than 105,000 iearning sessions
covering such areas as diversity and equal
employment opportunities through to the General
insurance Code of Practice.

Although technically cutside our reporting period, in
July 2005, we launched a Group-wide Indigenous
employment sirategy to promote direct action to
attract indigenous applicants for permanent positions
within the Group.




Embark on a communication and change
management strategy to educate and motivate 1AG
employees on the value of sustainability

IAG Sustainability Report 2004

Page 20

Improve accessibility of OHSS accident & incident
forms -

IAG Sustainability Report 2004

Page 24

Increase the number of employees participating in
St John Ambulance Australia first aid training

IAG Sustainability Report 2004

Fage 24

Increase employee engagement score from 53% to
60% in 2005

IAG Sustainability Report 2004

Page 24

Imprdve number of women at senior levels
iAG Sustainability Report 2004
Page 24

- AG's Cerporate Orientation (which includes
training on |AG's purpose and values) was
rewritten, it now includes a greater emphasis on
what sustainability means to our business.

- Briefings on sustainability issues were provided
through senior management training sessions,
OH&S training (for all staff), and CEQ Forums
(held annually for 600 participants across the
Group).

< The launch of [AG's 2004 Sustainability Report
was accompanied by a comprehensive internal
communication programme aimed at increasing
employee understanding of sustainability.

= in May 2005, we held an IAG leadership forum,
targeted at the Group's senjor management. {t
focused on corporate strategy, sustainability,
culture and our leaders' responsibility in driving
the integration of each of these areas within their
business. Similar content has been included in our
divisional leadership conferences.

= A sustainability training pilot was held for
employees in IAG's Culture & Reputation division.

= In the 2006 financial year, IAG will establish a
formal Sustainability behavioural change project
that will work to further educate and motivate
erployees to act in ways that are consistent with
our goal to become a sustainable business.

An online OH&S reporting process for both accidents
and incidents has been implemented. The technology
aliows our managers o respond quickly and take
preventiative action where appropriate.

In the 2005 financial year, 1,858 employees
participated in first aid training. Some divisions have
set participation targets for the coming year.

Our Group-wide engagement score increased by 1%
to 54% in the 2005 financial year, but fell short of the
60% target. We have retained this 60% employee
engagement target for the 2006 financial year.

The number of women at senior levels has remained
relatively stable.

To continue to address this issue, we have recently
established an IAG Women's Forum chaired by the
CEOQ. Please refer to the 'Culture driving .
sustainability' section for more details




Produce performance data on ethricity, disability, age
and wormen

[AG Sustainability Report 2004

Page 24

Work with key areas of the business to assess their
strategies for attracting and retaining employees
* |AG Sustainability Report 2004

Page 24

We have progressed from simply reporting on the
nurnber of women at senior levels to identifying the
impact of occupational segregation. This is important
because to advance, it is often necessary for women
to have experience in managing a profit centre, yet a
significant number of our employees are located in
support functions.

Similarly, with age, we have moved beyond the age
profile to an extensive age audit. We have identified
opportunities for us to better reflect the profile of our
customers and the community in our own workforce.
Please refer to our Age management strategy case

study in the 'Culture driving sustainability’ section for
more information

We are still working to collate ethnicity and age data.
During the 2005 financial year, we experienced some

‘difficulties in the collection and storage of this data.

These issues have since been rectified and we plan
to report on this information in the 2006 financial
year.

We use results from employee surveys and follow up
focus groups to address the top issues for our
people. Each business unit also develops
measurable action plans to track performance against
initiatives to address employee issues.

' Engagement and turnover results {among other

people indicators) are now embedded in our talent
discussions for our most senior people.

A number of local initiatives have included developing
a diversity and flexibility strategy in our Personal
Insurance division (including specific indigenous
employment targets over the next two years).

Cur CGU division has also launched a pilot
recruitment centre of excellence, enabling us to focus
on recruiting women in senior management and the
older workforce.



Community commitments

What we said we'd do What we've done

Launch Conservation Velunteers Australia In the first eight months of the partnership. 228 of our
(CVA) pilot employees participated in 65 volunteering days with CVA
Page 15 around Australia. They helped manage environmental risks

such as weed invasion, habitat destruction and soil and
riverbank grosion.

Deveicp a volunteering database for employees A database of available volunteering opportunities

IAG Sustainability Report 2004 throughout Australia was launched on IAG's intranat in

Page 15 November 2004, Under IAG's Enterprise Agreement
(2003 all our employees are entitled to one day a year
volunteering for a community organisation of their choice.

Initiate three pilot pregrammes in R‘eqfem,‘ The New. South Wales-based pilot crime prevention
Shellharbour and Dubbo to reduce high rates of  ponerships involving local police, local councils and
burglary and car theft NRMA Insurance in Redfern, Shellharbour and Dubbo

IAG Sustainability Report 2004 have produced largely positive trends in the first 12 months
Page 15 of operation, namely the 2005 financial year.

Statistically, 12 months is a short period and data samples
are smail; however, returns indicate that the partnerships
have had an impact in assisting police and local
communities {c reduce residential burglaries.

For instance, in the Sheltharbour region, four suburbs -
Barrack Heights, Shellharbour, Blackbutt and Warrilla -
were targeted. The result was a 40% reduction in claims
for home thefts in these areas in contrast to a 7% reduction
in comparable nearby suburbs. in Dubbo and Redfem local
government areas, home claims fell by 32% and 6%
raspectively.

While police are still finalising local crime figures, the New
South Waies Bureau of Crime Statistics and Research
released a report in April 2005, confirming that the reported
incidence of burglary for dwellings fell by 10.7% over 2003
and 2004.

Police and councils in Redfern, Sheltharbour and Dubbo
welcomed the decision by NRMA insurance to extend the
pitots for a further 12 months covering the 2006 financial
year to see whether the positive trends are sustained.

Launch a community education programme to In June 2005, we launched cur 'Insurance Basics'

improve awareness and understanding of education programme to heip the community learn how
insurance and risk management insurance works, how premiums are priced, and how tc
IAG Sustainability Report 2004 reduce risk on the road, af work and at home. This can be
Page 20 ) found at

www iag.com.au/publiag/companyfinsurance _basics.shtmi.

Environmental commitments

What we said we'd do What we've done

Aim to reach a number of environmental reduction Across |AG, we have implemented 2 variety of
targets including a 10% reduction in - initiatives to improve aur environmental performance;
CO,, emissions per FTE however, our corporate environmental targets have
IAG Sustainability Report 2004 not §een met.’ In the ‘Manag_ ing costs’ section, we
Page 18 i detait our performance against these targets and

outline improvment strategies for the coming year.




Updates on other initiatives

‘Too! of trade hybrid* vehicles
~ Hybrid vehicles use both a corventional enging and
a bettery powered motor.

“* Note: this figure is based on a comparison between
a Toyota Prius and a Holden Commadore {which is
the most common toct of trade vehicle),

Purchase of Green Power
Electricity bought from accredited clean renewable
sources

Risk Radar for smash repairers

An enline self-assessment of safety and
enwvironmental performance designed to help improve
identification, assessment and control of workplace
hazards

I1AG's Hail Gun

A device that propels hail-shaped ice blocks at
roofing materials tc assess which is the most hail-
resistant. The Hail Gun was developed in 2004

Stakeholder survey

1AG now has 123 hybrid vehicles, which are more
fuet-efficient and less poiluting than conventional
vehicles. From IAG's tool of trade fleet experience, a

hybrid consumes 768%** iess fuel and alsc emits 76%
less CO, compared {c a typical tool of trade petrof

vehicle,

in the 2005 financial year, 6.2% of IAG's total
electricity use was Green Power, which is supplied
from Energex as part of a Department of Energy,
Utilities and Sustainability Green Power programme.

IAG first purchased Green Power in 2002 as part of a
three-year contract. At the time, 11.5% of the
electricity purchased for the major sites in New South
Wales and Victoria was Green Power - this equated
to 10% across all our New South Wales and Victorian
operations.

Since then, our property portfolio has doubled in size.

. Acquisitions and in-sourcing of operations have fed to
" an increase in properties and energy use. This

means our initial Green Power purchase now
represents 8.2% of IAG's total electricity use.

We recently signed a new three-year Green Power
contract which equates to 10% of our assessement of
the electricity use across our network of properties.
We plan to review this figure should our property
portfolic expand considerably over the next couple of
years.

Work is underway to make Risk Radar available to

" brokers and policyhaolders on the CGU website,

accessed via a secure verification process. We have
also developed a Risk Radar product for the
hospitality industry and versions for the rural and
motor fleet industries are currently in development.

initial work with the Hail Gun has led to the promise
of future joint research with the roofing tile industry to
promote tile designs and roofing membranes that are
more resistant to hail damage. Work has also begun
on a second-generation, more powerful machine.

in October 2004, findings from the Hail Gun tests
were published on [AG websites.

sGin

INSUNANCR

in November 2004, we conducted an extensive

survey of our stakeholders including customers,
shareholders, employees, community groups and
business leaders, about the social issues facing the
community and the role of insurance in addressing
these issues. Mare information an the results of the
survey and how we're responding to feedback can be
found in the 'Our stakeholders' section.



AWARDS AND COMMENDATIONS
In the 2005 financial year, we were recognised for our work towards sustainabifity:

AWARDS

Winner (Australia & New Zealand): General Insurance Company of the Year, Australian and New Zealand institute
of Insurance and Finance. "

Winner: Mational Sustainable Business Awards - Large Business category, Néw Zealand Sustainabie Business
Network.

Winner: Triple Bottom Line' Award for Risk Radar, United Nations Association of Australia.

Winner {Australia & New Zealand): Best First Time Reporter in Sustainability Reporting, Association of Chartered
Certified Accountants {ACCA) Award.

Winner: Best Strategic Sustainability Cutcomes {over 200 stafi). New South Wales Department of Environment
and Conservation Industry Partnership Programme Awards.

Runner up: Prime Minister's Awards for Business Community Partnerships, Special Award - impact on the
Community.

Awarded: Employer of Choice for Women Status, Equal Opportunity for Wemen in the Workplace Agency.

Further recognition:

« IAG scored a AA or "High" rating from Reputex (which measures a company's corporate governance,
environmental impact, sociel impact and workplace practices).

« We were included in the FTSE4Good Global 100 Index {designed to measure the performance of companies
that meet globally recognised corporate standards).

v IAG scored 81.4%. up from 65,54%, in the St James Ethics Centre Corporate Responsibitity Index, ranking
exceptionally well in the areas of corporate strategy and values, leadership, stakeholder engagement,
community management and OH&S.



SUSTAINABILITY IS CORE BUSINESS

~ Corporate governance
W Internal audit process

. An ethical workplace

= Code of Conduct

o 1AG's investment policies

For IAG, sustainability is not a programme or an initiative. We consider it tc e good management. it is central to
IAG's organisational purpose and if managed well, will mean the business is around for the long terrn. We are
continuing to embed governance around sustainability issues into existing tusiness and management practices.

This means, for instance, looking at how we manage risk for the long term. We are doing this by integrating
susiainability into our current risk management strategy and looking at ways to encourage our people to be
cognisant of long-term implications when making decisions.

Corporate governance
Responsibility for good management of IAG resides at all levels of our organisation.

IAG's Board committee, the Nomination, Remuperation & Sustainability Committee (NRSC), consists of four
members: the Chairman of the Board, the Chairs of the Risk Management & Compiiance and Audit commitiees and
the Chief Executive Officer. It advises and supports the Board in such areas as the social, environmental and
sthical impacts of our business practices and sets standards for these practices. It monitars how effectively the
views of our key stakeholder groups are considered and how IAG complies with ifs social, environmental and
ethical responsibility policies. Committee meetings are held at least four times a year.

Reputation Committee: Our senior management Reputation Committee is chaired by the Chief Executive Officer
and comprises members of IAG's Executive team and other key senior management with responsibility for
regulator engagement, policy and government relations, sustainability initiatives, investor relations and corporate
affairs. It is responsibie for formulating [AG board strategies on reputation issues and to report and make
recommendations on these. It meets monthly, though additional meetings may be called at the request of any
member.

Internal audit process

iy ling with our core value of transparency, 1AG has a centralised audit team - Group Risk Assurance - to act as an
independent and cbjective appraisal body within IAG. Working with IAG's external auditors, it supports
management, the audit and risk management committees and the Board in fulfilling their responsibilities towards:
= reguiatory requirements around risk management,

« the efficiency of our risk management processes;

+ internal controls; and

+« the effectiveness of business processes.

In 2004, the Group Risk Assurance team conducted a review of sustainability at IAG. The review was designed to
help and suppert IAG's management achieve and report on sustainability outcomes, and to work with management
to identify and develop joint solutions 1o address any associated risks. it covered areas of human capital,
compliance, process ownership and control, and information and systems security.

The review identified two main issues:

~ Sustainabifity is becoming a key indicator of corporate performance, and is an important indicator of corporate
risk. While the concept does not replace the current methods of considering an organisation's performance, itis
becoming part of the assessment of management competence, corporate governance and corporate longevity;
and

~ IAG is still in the early stages of a long journey toward creating a sustainable business. We are working to
ensure our internal performance reflects the external perception of our organisation's progress.

Since the findings of this review, steps have been taken to establish a more formalised process for sustainability

reporting within the company. Monthly updates on sustainability performance are now provided to IAG's Executive

team. Updates are alsc provided to the |AG Board when appropiate.

We are currently working on incorporating & sustainability management system into cur corporate risk management
framework. .

In the 2006 financial year, the Group Risk Assurance reviews wiil focus on the processes and systems within each
division that measures sustainability performance.



An ethical workplace

IAG's values

IAG's vaiues are: tearnwork, honesty. fransparency, meritocracy and social responsibility. Underpinning these
values are corporate commitments to sustainability. These are articulated in pubiic statements covering diversity
and flexibility, envircnmental stewardship, OH&S, employee codes of conduct, continuous disclosure and insidey
trading. These extend to all employees and are designad to encourage ethical and appropriate behaviour in alf
aspects of work.

Code of Ethics .

We are cuirently in the process of preparing a Code of Ethics for our business. This code will provide guidance for

our people, no matter where they are located, on interpreting our purpose and values and the expectations of

behaviour associated with these values.

As we increase our international presence, we believe it is important to clearly articulate our purpose, values and

the behaviour we expect from our people, irrespective of location or role. Through these measures, we aim to
rovide a framework for ethical decision-making and a consistent, replicable template of IAG's culture at a global

level.

Code of Conduct

& AG Commitment to Sustainability

& JAG Environmental Commitment

& Charter for Health Safety and Security

& Code of Conduct

& Continuous Disclosure and insider Trading Policy

Business conduci

In addition te the formal requirements of IAG's bi-annual Directors’ Questionnaire of Management survey, our
employees and authorised representatives are able to report issues via the following avenues:

» dedicated help line for Human Resources issues (including discrimination, recruitment, staff development);
+ (Compliance mailbox, which is an intranet {ool used for reporting and managing compliance incidents;

+ Hazard Management Form used to report and help manage workplace health and safety issues;

« CEO mailthox which allows staff to report issues directly to the 1AG CEO;

« internal communications mailbox; and

«~ dedicated help desk for technology issues.

IAG Actionline

Actioniing is a confidential service for employees wantinig to report serious inappropriate behaviour. Launched in
October 2004, Actionline is an extra reporting mechanism. It provides an additional point of escalation if all other
management controls have failed, and supports IAG's Code of Conduct.

ActionLine is managed on our hehalf by external consultants Deloitte. All reports of serious inappropriate behaviour
are investigated and treated with discretion.

IAG's investment policies

IAG's equity portiolios focus is on investments that are expected to generate lorig-term sustainable earnings.
Typically, these investments will have a focus on promoting the environimental and social wellbeing of the wider
community.

Cur Asset Management team actively engages with the management teams of invested companies to promote ‘ :
sustainable earnings.

For instance, when investing in oil companies which operate in environmentally and socially sensitive areas, we
focus on reviewing the safety of employees and lock at the businesses' areas of environmental impact.

IAG's Proxy Voting Policy requires IAG to vote on all shareholder resolutions relating to the stocks it holds. We use
this voting power to encourage goecd corporate governance and positive social and environmental behaviour.

If IAG is opposed 10 a particular proposal being put to shareholders, we communicate to the company's
management both our intention o vote against the resolution and our reasons why.

For examiple, in the past, we voted against one organisation's proposal to grant executive options to various senior
executives because, in our view, the performance hurdles were inadequate. We would expect others to apply the
same level of scrutiny to our organisation.



CULTURE DRIVING SUSTAINABILITY

& Emplovee engagement

~ Internal comrnunication

v L eadership for sustainability

S Flexibility

- Women in the workplace

w Indigenous employment strategy

Our culture can be seen in every action an [AG employee takes. Put simply, a culture
can be described as 'the way we do things around here'. Whether interacting with
customers, or making a decision about a system or process, our people act in ways
that reflect our organisation's culture. '

By reinforcing our desired culture with sound people practices, IAG's employees will
deliver a consistent experience for our customers, shareholders and the community
that will ultimately work towards creating a sustainable business.

incregsead emplovee
engagement

Purpose and velues

Helps treste a Strong cuiiture

sustainable businass

Consistent customer and

Increased customer, community
canmunity experience

and shareholder satisfaction

Cur people strategy is underpinned by our purpose and values. The goals of this
strategy are:

« attracting and retaining the right people;

» creating a cuiture that promotes-and supports high performing people,
developing and improving the capability of our employees; and
ensuring that we have simpie and efficient processes and systems in place to
support our people.

The strategy incorporates a number of initiatives to achieve these goals.

KEY WORKPLACE INDICATORS

10,256 9,856 2052% 19.50%

<.

2004 2005 Weadcoust

Austration Lagowr ~ Percentage of {ull-timg employees

IAG 38.809% Force: 22.39% vs Pﬂ(t'f‘f"f? employees . o
_ EAged 2634 ' 2004 2008
5l g » Clother ‘ Fullima 86% 85%
1AG mlﬂi@n 3geﬂ25‘34 (mChJS!\'S)ﬂ Partime 148 15%
compared tg the Australian Labour.
Forca of the samb age group

During the last financial year, we have taken steps to reduce absenteeism and staff
turnover. At the same time, we have also focused on increasing employee
engagement and offering greater flexibility for our people. In the 2005 financial year,-

" our gverall headcount has declined. This is due to the employee hiring rate remaining
iower than the leaving rate. This has been made possible primarily through improved
efficiencies in our organisational structure.

Employee engagement

Our employees have the chance to let their voice be heard through our annual
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peopl bout working for IAG. It also gauges how aligned our employses are to
our purpose. vailues and strategy. The survey provides rich inforrnation on our
people’s perceptions of leadership, change management, risk cuiture and
sustainability inifiatives.

We believe that if our people feel passionate about working for us and they
understand our purpose and strategy, then the business will be more successful in the
long term.

IAG Australia 2004: 53%
A Apstratia 2005 54%
B oestucive zone

1 Serious zone

ingifferant 200

‘ High performance/
pest employer zone

Hewitt Associates Engagement moter

Eighty six per cent of our people Employee engagement
participated in the 2005 'Your Voice'
survey. Thie year the survey indluded s a5 2008 54%

some new and specific guestions around
sustainability. The results indicate that

73% of respondents vatue our focus on Absenteeism
balancing our social, environmental and ]
financial responsibilities and believe the 2004 3.25% 2005 3.54%

actions the company is taking in these
areas will position us for long-term
SUCCEsS.

rewardhelp:

IAG's reward and recognition programme is designed to recognise and reward
behaviours that support the business's values. In the 2005 financial year more than
24 00C nominations were received across the categories of Helping Others,
Leadership, Achievement and Sustainability & Innovation. In the 2006 financial vear,
we will be working to improve the number of nominations in the Sustainability &
Innovation category which currently stands at 3%.

The cuimination of the rewardhelp programme is the IAG Excellence Awards - an
event where the nationwide finalists in each category celebrate their achieverments
with the |IAG Executive team. This event was held for the first time in November 2004.

Internal communication

We use internal communication o continuously reinforce our purpose and values and
to ensure our people are kept abreast of major developments. These are hrought to
life in channels such as employee magazines, an intranet, leadership forums, and in
the CEC's annual Ferum and Expo which is attended by 800 erployees from across
our business.

in 2004, the launch of IAG's Sustainability Report was supported by an internal
communicalion campaign that aimed to help employees undersiand what
sustainability at IAG means. The campaign incorporated a roadshow, website and
develogment of an educational sustainability animated cartoon.

Two-way conversation: 1AG employees are encouraged to share thelr thoughts and
ideas directly to their managers and through channels such as CEO mailboxes,
sustainability focus groups, employee forums and staff consuliative commiittees.

Leadership for sustainability

We use a number of tools to assess whether our people are in the right roles. We also
assess whether we have leaders in place with the ability to deal with the high levels of
complexity that are required to make decisions that will keep the business in shape for
the long term.

One way we assess the ability of our people to manage this complexity is through the
Talent Matrix process. This process involves a series of discussions where an
employee's financial and people management performance is evaluated by the next
level of management alongside their cusiomer outcomes and values. The Talent
Matrix process is conducted twice a year by management. In the 2005 financial year,
more than 2,000 managers and leaders were reviewed as part of this process,
including all IAG's senior management.

The IAG Executive team takes g prominant external role in leading the sustainability
agenda within Australia and internationally. Internally, IAG also works o incorporate
sustainability as part of our own leaders’ responsibilities. For instance, itis a key



component of our leadership forums and our leadership development programmes.

Susteinability Champions

IAG's network of Sustainability Champions takes a strong and very visible leadership
role throughout the business. They help engage other employees around 1AG's
mission o become a sustainable organisation and also drive the environmental
action-planning process.

Our Sustainability Champions are adept at taking the Broup-wide philosophy and
‘making it real’ for their division. They often act as the central point of contact within a
civision for co-ordinating a wide range of activities from setting performance targets to
implementing energy-saving action plans and arranging volunteer days.

Andrew, a Sustainability Champion i our Technology Services division explains, "So
many people believe sustainability is just about being green. While managing our
environmental impact is important, it's only one eiement. Part of my role is to help the
people in Technology Services see how sustainability relates to their job. That's not
hard to do. The systems and processes we develop to sell a policy or manage a claim,
are critical to delivering an exceptional experience for our customers. We're also
responsible for more tangible exampies like instailing more energy-efficient PCs and
printers that print double-sided.”

Andrew also sees the importance in empowering others to take action. "Anyone can
be a lsader in sustainability and the great thing is, if's nct prescriptive. You just need
to geton and do it," he says.

Flexibility

We have established a joint lAG/Finance Sector Union Work & Life Taskforce. The

purpose of this taskforce, as outlined in the 2003 IAG Enterprise Agreement, isto

support our organisation’s strategy for achieving a workfiife balance and to provide

izedback to IAG's management team on the issues that may impact on an employee's

warking life.

The taskferce has begun an organisation-wide flexibifity project. The purpose of this

project is to:

» investigate the flexibility and workilife balance needs of our people;

~ determine the gaps between our current flexibility policies, use and access:

~ establish the facilitators and determine barriers ic the effective implementation of
fiexibility, and

~ prioritise and recommend actions.

As part of the project a series of interviews with senior management and an
organisation-wide flexibility survey will be conducted.

Women in the workplace

$142/81  $1.42/51 Percentage of women in
: 72 male sénior management positions
i1 Feraie 2004 2005
Male tofemate  Womsn 30% 20%
. w4 annual satary .
2004 - 2005 oL mtio MeEn 0% 71%

In 2005, IAG was awarded Employer of Choice for Women status by the Equal
Opportunity for Women in the Workplace Agency (EOWA). Alihough we accept that
we have not resolved all our Equal Employment Opportunity issues, this status is an
acknowledgement that we are recognising and advancing women in the workplace.
The EOWA status has been awarded to only 115 organisations nationally.

We have aiso established an |AG Women's Forum. The forum meets quarterly and is
chaired by the CEO. It comprises ten senior women from different parts of the
business.

The objectives of the forum are to:

~ provide information and insights into the issues for women in the 1AG workiorce;
~ discuss strategies for improving the success of women in 1AG; and
= support the implementation of change initiatives arising from forum discussions.



Indigenous employment strategy

YWe extended our commitment to the
Commenwealth Government's Corporate
Leaders for Indigenous Employment
Project in Juty 2005 when we launched our

Gt,ro?;ywide indigenous employment Rumber of omploysas.

{8

strategy. who identify themselves as

This strategy promotes direct action to indigencus Australians
{exw indleatar}

attract indigenous applicants for 2005
permanent positions within IAG. This is a

significant commitment, especially given the low numbers of indigenous Australians
working in the finance and insurance industries.

As part of this sirategy, our Diversity Specialist will engage indigencus communities,
and the intermediary agencies that work with them, 1o 'spread the word' on
employment cpportunities. At the same time, our managers will be educated on the
unigue and positive benefits which indigenous employess can bring to their teams.

We aim to reflect Australia's diverse population in our own workforce. Approximately
two per cent of the nation's population is indigenous, which would equate to having
around 230 Indigencus people working at !AG. We currently have 23.

s Case study: IAG and the ageing population
& Case study: An expo of career possibilities

We want our employees to achieve their career aspirations and have the chance to be
the best they can be. PATH - 1AG's career discussion process - helps our people
decide the right time to embark on career development. It supports people as they
make decisions about which direction their career might take. We also believe each
employee should take responsibility for managing his or her career.




CASE STUDIES

IAG AND THE AGEING POPULATION

Orgarnisations that have workforces made up of people from different ethnic
backgrounds, ages. and family situations with a good gender balance in all
professions are more in touch with customers, which is good for business. Thay
are also more likely to be understanding and fair, which is good for employees.
Also, they are a place where employment opportunities are available to many
across the community, which is good for everyone.

The 2004 1AG Age Profile indicates that almost 56% of our workferce is under
the age of 35 and only 20% is over the age of 45.

We believe that it is important io create an understanding workforce that reflects
the life experience of our customers. For us, there'is no alternative but to be on
the front line of responsible corporate action to do something about ageing in
our society. In just over 10 years; the number of Austratians retinng will exceed
those coming in to the workforce. [Source: ACTU & BCA (2003) Age Can Work
- A Business Guide to Support Clder Workers]

if we, and companies like us, can do more to increase the participation rate of
mature age workers, then the-nation will have a more sustainable workforce into -
the future and alleviate the growing burden on cur health, aged care and
pension systems.

So work has begun on an age management plan to:

= retain employees with extensive corporate experience and leaming;

« create a workforce that better mirrors the demographics of our communities
and customers; and

- increase community perceptions of IAG as a "Mature Age Worker" Employer
of Choice.

Our overat! aim is to obtain a better balance across the different age segments
in 1AG's workforce. [t's for this reason, that we're tracking the age bracket with
the greatest disconnect between our workforce and the Australian Labour Force
- the 25-34 age group.

Qur progress against these aims will be reported in the 2006 Sustainability
. Report.

vant aption




CASE STUDIES

An expo of career possibilities

In our *Your Voice' surveys in 2004 and 2003, career development rated as a
high pricrity among our employees. We understand that providing opportunities
for personal and professicnal growth is a vital ingredient in employee
engagement.

in Queensland in May 2005, we held an Internal Career Expo for all empioyees
in that state. A series of workshops and events hefd over a week gave our
people the chance to build skills and find out about career opportunities and the
variety of roles within IAG. This event provided attendees with the chance to
discover what's available to support and promote their own career development.

For employees like Leonie, an Underwriting Officer in the CGU Regional &
Rural team, the expo was a great learning opportunity and gave her more
confidence to tackle future challenges. - ‘

“I'min my 50s and at my age, ! think it's'important to sharpen your skills. f had '+
applied for a couple of intemnal roles in the past but had not made it through to
the interview stage. So | wanted to see how | could improve my CV and the way
| apply for jobs. The expo-was very informative. | now have a better feel for what
people in lAG want. There are certainly opportunities available at IAG if you're
Jooking to further your career,” she said.




PAYING CLAIMS

- & Qverall customer salisfaction

Paying claims is what IAG is here to do. We seli 8 promise’ to cur customers. Those
customers pay their premiums with the peace of mind of knowing that, shoutd they
suffer an unfortunate event, we will provide them with cover when they need it most -
at claims time.

Through our brands NRMA insurance, CGU, SGIO, SGIC and Swann Insurarnce, we
pay around $11 million in claims every day. Having the financial reserves o be able to
deliver on that promise is essential for ail insurers, not only 1AG.

What sets us apart from our competitors is how we manage the process of paying
claims - how we help our customers repair, rebuild and recover in times of need.

That's why when our customers suffer an unexpected loss, we focus our efforts on
replacing their goods, getting them back on the road or back to work by helping them
recover as quickly as possible. We aim to make the payment of claims as efficient and
painless as possible: a process we call 'going beyond the claint'.

11.9m s7%
1 Business volume
: measure
- rishs in force, Claims
2008 policies in farce 2006 satisfaction
7189 7002 B1%
Number of
Lovel 2& Levat 3 Overall customer
2004 205 customer complaints 2008 - satisfaction

Overall customer satisfaction

For our personal insurance products, we measure custorer satisfaction with our
service across our cali centres, branches and our claims process.

We survey a selection of customers approximately 48 hours after an interaction with
us in either one of our main direct channels: telephone business centres or branches.
This survey is undertaken daily by an independent agency. Customers are asked a
range of questions reievant to their experience. The guestions were developed from
focus groups conducted with customers to ensure we are tracking what custemers
expect and are looking for.

We also speak to our competitors' customers and use the same set of guestions to
give a market/industry view and set some context for our performance. Every six
months we discuss and review the results of the surveys and action plans are then
created and implemented over the following six months.

Claims satisfaction

We also conduct random phone surveys of our personal insurance customers who
have recently lodged a claim. These are carried out by an external survey company,
generally within one month of finalising a claim and the results are reported every six
months.

As part of the phone surveys, our customers are asked o rate our overall claims
service out of 10. The number of customers giving a rating of between six and 10 is
represented as an overall percentage of the total surveyed.

in the 2005 financial year, 17,570 customer surveys were conducted across ali of our
brands: 87% of the customers surveyed rated our claims service six out of ten or
better,

Customer complaints

We have a clear internal dispute resolution process through which customers can
escalate their complaints. This provides an internal, independent review of all claims
and policy disagreements. '



'y

girested to the Insurence Ombudsiman Serwvice (108}, The 10S an exiernal tody

staplishied by the Insurance Council of Australia to resolve disputes between
iormers and their insurance companies. This is the final avenue of appaal and the
decision s binding on all parties. 1AG is a member, and participates fully in. the [0S
system.

Our aispule resolution process is clearly documented and customers are made aware
of the process when appropriate.

ute process complies with the requirements outlined by the Financial
Services Reform Act, the General Insurance Code of Practice, and various
government bodies including ASIC and APRA.

Ve are committed to the efficient resolution of ali complaints, openly welcoming
feedback from any concerned customers.

Waorking towards sustainability through our supply chain

We have a network of 74 preferred builders who are engaged to carry out repair work
to properties after home insurance claims. We recently formed a partnership with the
Housing Industry Asscciation (HIA) to offer a tailored one-day version of HiA's
‘Greensmart’ course to our preferred builders. The course will help builders with
issues such as the use of sustainability rating tools, home water and energy efficiency,
indcor air quality. and waste minimisation.

Key facts:

& 31 builders have attended 'Greensmart’ training to date, with more courses (o
foilow.

+ 91 individual builders have atiended courses, provided by [AG, on small business
management and business succession planning.

~ 235 individual builders attended asbestos safety training in September 2005.

As well as fraining our suppliers to take a more environmentally fiendly approach,
we're also looking at improving the environmental credentials of the goods we slipply
our customers. For example, when a customer's fridge is damaged and needs
replacing, we encourage them to replace it with one that's more energy efficient. Our
focus here is on working o create outcomes that are customer choice-driven,
economically and environmentally sound and therefore sustainable.



THE CHALLENGE

TACKLING THE CHALLENGE OF A SUPPLIER INDUSTRY IN REFORM

The situation
IAG's largest supplier - the smash repair industry - is an industry in reform.

New technology. increasing customer choice and industry market forces are
changing the way many smash repair businesses operate, and indeed how we work
with them.

Released in August 2005, the Federal Government's independent Productivity
Commission report into the economics of the industry makes it clear that current
rationalisation will continue due to one simple fact: there are too many repairers in
Australia and not enough cars to repair.

The average number of vehicles per repair shop in Australia is about 1,900,
compared to almost 2,500 in the United States and nearly 5,000 in the United
Kingdom. (Source: Productivity Commission Inquiry Report - Smash repair and
insurance No,34)

The incidence and severity of car accidents has also deciined due to factors such as
improvements in vehicle safety, better roads, more stringent policing of road safety
and benign weather conditions.

Itis irnportant for us in this context to canstantly ook for ways tc improve the
experience of our customers and find greater efficiencies in our claims process.

One way we are doing this across Australia and, most recently in New South Wales,
is by introducing a new system calied Care & Repair. This system is designed to
make the post-accident repair process as easy and hassle-free as possible for the
customer by establishing Care & Repair centres where they can teave their car
rather than having to visit multiple repair shops. ’

Through this system, cur network of quality repairers access a series of images and
a detailed technical 'scope of works' or damage report is then placed on a secure
website for tender. The work is then allocated to-a repairer in our network, usually
within 24 hours.

The introduction of this system, which has been operating in Queensland, South
Australia and Western Australia for some years, requires a change in the way our
repairer network does business with us. This has led to some uncertainty and
debate, often public, with a number of repairers and their representatives.

Considerations

Cur new system is essentially competition based. Repairers compete against each
other for our business and we use technology to make their interaclions with us
more efficient. Ultimately, competition benefits the best repairers, lifts industry
standards and performance and keeps premiums affordable for the customer.

When making decisions about the way we work, we take deep consideration of the
extent 1o which these decisions affect aur customers, our people, our sharehclders
and the broader communities in which we operate.

The decision to introduce this new system was taken for the long-term benefit of our
customers. In states where this system has been operating for some years, we have
experienced improved customer satisfaction and repairers have also benefited from
the greater efficiency and the ability to specialise in particular types of repair work.

The way forward

We are in ongoing discussions with repairer groups to tackle the key issues facing
the repair industry in Austratia today. We have a three-tiered consultation approach
discussing issues with relevant repairer groups at national, state and regional levefs.

We also remain committed to our existing network of preferred smash repairers - an
arrangement that reassures our customers that only quality repairers are fixing their
vehicles.

The recent Productivity Commission report stated, "Preferred smash repairer (PSR)
arrangements benefit insurers, consumers and many repairers.”

The sustainability of the smash repair indusltry is essential to our business. One way
this can be achieved is through a more customer-focused, professional and
sophisticated approach. We have taken steps fo help the industry along this road by
investing $10 million over four years in apprenticeships, traineeships, business
management training and succession planning courses.



CASE STUDIES

A focus on our supplier’s future

Some of 1AG's major suppliers gperate in industries that are experiencing skiils
shortages, particularly in reiation to attracting young, talented people into the
industry. This affects the smash repair and construction industries in particular,
We recognise we have a role to play in ensuring the sustainability of these
ingustries, not only for their own survival, but aiso in order for us to be able to
deliver on our promise to our customers in the future,

We are working to ensure the sustainability of these industries through
daveloping and funding skilling programmes. These are aimed at encouraging
Australia's young people to consider these industries as career options. Our
programmes help equip young people with the skills they need to kick-start their
careers.

Jumpstart Autobody Traineeships and Scholarships

Through our retail brands NRMA insurance, SGIC and SGIC and our joint
venture with Royal Automobile Club of Victoria (RACV), we contribute to a
nationai programme aimed at encouraging high school students and young
people to begin a career in the smash repair incustry. The programme puts
trainees info apprenticeships where they can benefit from a combination of on-
the-job and TAFE training. We are contributing $7.4 million nationally to the
programme, which will create around 400 smash repair traineeships over the
next four years.

John Walker from Walker Crash Repairs in Prospect, South Australia, is a keen
supporter of the Jumpstart Autobody Traineeship programme.

“['ve got two Jumpstart trainees on board at the moment, I've found the skifls
they are coming to us with are really beneficial and they are productive as socn
as they come on the floor. Their commitment is really high and they complement
our business very nicely,” he explains.

in fact, John thinks so highly of the programme, his son is enrolled as a trainee
this year.

At Tamworth TAFE Coliege, in rural New South Wales, 11 young indigencus
students are participating in the first pilot regional scholarship programme.

Phil, IAG's New South Wales Industry Development Manager. says, “The
Tamworth programme has been set up specifically for indigenous young people
who show interest in the programme. We are supporting both the industry and
employment in local community.”

Young pecple or their parents who want to find out more can also visit
www jumipsiartyourcareer.com.ay for more information.

Support of Construction Industry Training Council

In 2005, NRMA Insurance, in partnership with the Construction Industry Training .
Council (CITC}, launched a three-year commitment to sponsor awards
recognising and rewarding the outstanding performance of locat apprentices.

The CITC is a not-for-profit organisation established in 1988 fo improve training
in the national building and construction indusiry.




CASE STUDIES

Helping injured people get on with their lives

in regional and rurat Ausiralia, CGU is highly regarded for lending a helping
hand, ofter: going beyond what's expected. Paying ciaims quickly is just one
part of the story - we're alse there to help injured people recover quickly, return
o work and get on with their lives.

Through our workers' compensation insurance, we provide cover for injured
workers across a range of industries, inciuding those working on the land.

"l was hack-burning the paddocks before planting the crops and | spilled some
petrot on me. Before | Knew it, | had caught fire and | had burnt my hand, arms
and chest,” recounts Trevor Loechel, a farmhand based in Yorketown, rural
South Australia.

Julie, an Adelaide based Injury Management Advisor involved with-Trevor's
claim, visited him during his initial stay at the Royal Adelaide Hospital. She
arranged to have an occupational therapist, who Trevor Knew previously. to help
his recovery. :

"After the accident, Julie met me in Adelaide to buy the protective gear | needed
to make sure | didn't damage my skin grafts,” explains Trevor.

Four months after his accident, Trevor returned to work on the farm and
remains in eontact with Julie.

"She stiil keeps in touch with me every week to see how things are going. She's
been great in heiping me get back to work. | really appreciate everything she's
done for me," says Trevor. -

We believe the keys to managing the claim of an injured warker are good
communication, empathy and the ability to step into the injurad person's shoes
to understand their injury and the tasks they usually perform at work.

in Sauth Australia, we manage the workers’ compensation ciaims process on
behalf of WorkCover Corporation, the government regulator. Our obligation to
WorkCover is to improve return-to-work measures and reduce claim costs.

The role we play has significant and far-reaching implications for individuals,
empioyers and the community in general. Our decisions can affect a person's
ability to provide for themselves or their family, and we are mindful of this in
avery decision we make.




UNDERSTANDING AND PRICING RISK

As an insurer, we are expected (o be experts in pricing risk - that means calculating
the right premium for our customers. It's important that we do not under-price risk,
putiing our ability to pay cleims into guestion, nor over-price risk, which would affect
the affordability of insurance.

Fortunately, our understanding of risk is among the best in the world, We employ
specialists such as underwriters, actuaries, industry researchers and atmospheric
scientists to analyse data.

We have the most extensive record of perscnal insurance claims history in Australia,
giving us access to vast amounts of data such as repair costs, weather patferns and
crime statistics. This wide-ranging data helps us price risk fairly for each customer; it
also presents opportunities to help the community reduce risk.

fn the commercial environment, this means providing our customers with -
information to help them choose the right leve! of insurance cover and the right
products to meef their needs.

in the social environment, this means taking a leading role in policy debates such as
those on legal reform when Australia's public liability insurance system became
unworkable.

In the natural environment, this means continually monitoring and analysing weather
trends. We are acutely aware of the impact of climate change on risks faced by the
insurance industry. Scientists believe that increasing global temperatures will bring an
increased frequency and intensity of many extreme weather events.

The last 19 out of 20 major insurance events in Australia have been weather related
and we are working to mitigate the impacts of climate change and are learning more
about weather patterns and how they may affect Australians' lives.

Because climate change means that historical records become less relevant in
determining future risk, we commission research into extreme weather risk and how it
may change in a future climate. Through this work, we are better able to make
informed decisions for our business.

Climate change is also central fo why we are seeking to reduce our own
environmental footprint, and encouraging our customers and suppliers to do the same.




THE CHALLENGE

BALANCING AFFORDABLE PREMIUMS WITH EQUITABLE COMPENSATION

The situation

I Australia in the tate 19805 and 2000, public liability claims costs began tc rise
significantly. During this time, the country’s then biggest fiability insurer, HiH, kept
premiums artificially fow. HIH, therefore, failed to provide adeguately for the costs of
claims.

This environment changed dramatically in 2001, when HIH coliapsed and the
avaitability of liabllity insurance was significantly reduced. At the same time, the cost
of reinsurance also increased following the economic effects of the September 11
terrorist attacks.

The impact

This situation had a knock-on effect for insurers who were unable to sustain the
large underwriting losses caused by spiraliing liability claims costs. As a result, they
began increasing premiums and withdrawing from unprofitable types of cover. This
led to many small businesses, sporting clubs and community organisations being
unable to either afford or obtain public liability cover. Without this important
protection, many of these groups were unable to operate, significantly affecting
many local communities.

Australia's experience of spirailing iiability claims costs is sirnitar to many other
countrigs. In recent years, general fiability claims costs in most major economies
nave grown faster than overall economic activity, with long-term estimates
suggesting claims have been growing 1.5 to 2 times as fast as nominal GDP*. In
such an envircnment, liability cover quickly becomes unaffordable and insurance
schemes fail.

The way forward

State and Federal governments, insurers and the community worked together to find
a solution. The result was a series of changes i negligenceé and other civil liberty
laws, also known as torts'. These changes restored the balance between
appropriate compensation for injured people and the community’s ability to afford
the associated insurance premiums.

in 2004. our commerciat insurance business, CGU, reduced its commercial public
liability rates by 10% in anticipation of the benefits of tort reform. This reflected our
commitrnent to ensuring that the benefits of these reforms were passed on to the
community. Since then, industry monitering by the Australian Competition and
Consumer Cammission has found liability insurance premiums have continued to
fall as the benefits of tort reform flow through.

Australia's tort reforms have created a more sustainable environment where liability
cover is once again accessible and affordable, injured people centinue to be
compensated and legal costs are reducing. The real winner from these reforins has
been the community at large, as was always intended.

* 'The economics of liability losses - insuring a moving target’ Swiss Re Sigma
Report No. 6/2004




THE CHALLENGE

TACKLING THE CHALLENGE OF FLOOD INSURANCE - AN AUSTRALIAN
COMMUNITY PERSPECTIVE

The situation

The lack of affordable and consistent flocd insurance is one of the biggest issues
facing Australian communities. it's a chalienge that we have begun tackling butitis
one that is fraught with complexity. Although the issue poses a significant reputation
risk to insurers, we believe it is a whole-of-society issue affecting local communities,
governments and insurers.

In the past, flood insurance has not been provided for one simple reason - insurers
have not been able to determine the flocd risk to individual homes. Understanding
this risk is essential to be able to set a premium.

Unlike car insurance, where risk can be determined by such factors as car miake
and model, there is no commonly collected infermation for properties that can help
insurers assess risk. Each home's risk is determined by its individual location
relative to a flood plain. Until recently, data technology was not available to cost-
effectively develop flood risk models. ’

Although Australia has been in the grip of drought for some time, the significance of
this issue will be painfully clear come the next wet period.

The considerations

The annual cost of insuring a home against flood would vary significantly depending
on its location - from virtually nil to thousands of dollars.

There is no cover for all types of flood because of difficulty in providing affordable
premiums when the risk of flood is known to be high - there comes a point where
enough premium simply could not be charged to cover the cost of claims without
being prohibitively expensive, forcing up the cost of insurance for afl other
customers,

Our most recent assessment puts 160,000 Australian homes at risk of a one-in-100
year flood. Some homes fie in places where the flocd frequency could be higher
than one-in-20 years. We have conceins over the fact that approval was given for
the construction of these homes in tha first place. However, as they now exist,
community-minded insurers such as ourselves, must look 1o how to provide
affordable flood cover to their residents.

The way forward

We believe this issue must be resolved. Other countries around the werld have
found schemes to address difficulties in pricing flood cover. In some cases, the
mechanism used to offer protection ta families living on flood plains has been cross-
subsidised coverage.

it's our belief that a solution is needed which aliows premiums to vary accerding to
flood risk, but provides some subsidy on the premium for those householders whose
risk is so high that risk-rated flood cover would be unaffordable.

lmproveménts in the mapping of flood risk and incentives for local govemment to
reduce the number of homes at risk of flooding are steps towards achieving this
solution.

We're hoping to draw the spotlight on this issue through our invclvement in the
{insurance Council of Australia and through our CEO's current position as its
President.

It is a chaltenge for members of the public, governments and insurers to publicly
debate these issues and address policy implications for town planning, mitigation
works and insurance premium pricing into the future.




CASE STUDIES

Weather risks better understood and measured

Ve conduct weather research to understand short and long-term impacts
across horne, motor and commercial insurance products. This investment is
ahsolutely necessary if we are to reach the hest estimate of today's weather risk
and then determine if weather risk is changing - and if so, by how much and
how quickly.

Addressing weather risk fraditionally involves reconstructing the observational
record as far back as possible. in many cases, the historical record is only
accurate for several decades. To better understand the nature of weather risk,
we keep abreast of the iatest scientific research from local and overseas
research centres such as the CSIRG. We also jointly sponsor natural hazard
research through Macguarie University in Sydney and Oklahoma University in
the United States.

Gur sponsored research at Oklahoma University often requires the use of very
sophisticated climate models, taking many months to run. This research
simulates climates where greenhouse gas concentrations are held constant st
today's levels or agdjusted to reflect future emissions projections. Over time, this
research will guide Us in knowing How gquickly society néeds to respond to )
climate change through adaptation and/or mitigation.

However, understanding the nature of weather risk is only cne part of the risk
equation. We must also undersiand the vulnerabilities of the property we insure.
Again, we have acted in two key areas to address this issue - through the
sponsorship of the Townsville Cyclone Testing Station and development of the
IAG Hail Gun.

The Cyclone Testing Station advises industry and governments on building
practices which could minimise damage caused by severe wind events. The
IAG Hail Gun looks at identifying key vulnerabilities of different building
materials to the impact of hail siones and how these vuinerabitities change with
age. .




CASE STUI

IES

Better car designs to reduce theft and cut repair costs

For alimost 20 years, 1AG's Industry Research Centre has been working with car
manufacturers to help improve the repair costs, safely and security of cars on
our roads. When Holdeh Australia began work on its 2006 modei Commodore
five years ago, it called on us to provide input into how Holderi engineers could
improve design aspects (o reduce repair costs and improve anti-thelt security.
Simiiarly, we have provided the same input into the Subaru Liberty, Ford
Territory and the new 2005 Mitsubishi 380,

iteadiamps are one of the car components most commonly replaced in a
collision and there are concerns in the insurance world over the growing
complexity and expense of modern headlamps. in response, the International
Association of insurance Research Centres asked us to lead five institutions
from Japan, the United States, France, Sweden and the United Kingdom in
developing a design guide for manufacturers to follow when designing
headlamps for their vehicles. The guide was formally endorsed at the Research-
Council for-Automobile Repairs conference in Milan in Septernber 2005 and
should help to provide a blueprint for car manufacturers to avoid designs which
unnecessarily add to repair cost.




MANAGING COSTS

 It's about evervining we do
W Helping the environment, managing costs

Our environmental performance

e Equivalent fonnes of SO, envissio

W Print paper conswimption
e Alr travel

Because our operating costs are reflected in the price of premiums, we must be as
efficient as possible to keep premiums at an accessible level for the wider community.
Qur obligations to our shareholders alse mean we have a responsibility to manage our
costs efficiently.

Contributors 1o the cost of running our business

3 Claims expenses 52%

B Coemmentianes & taess 18%

B Underwstting ane sornsiration 12%
B oderwriting peotiz 7%

1 Cominugsions 6%

B8 Beinsurance smpenss 5%

The economics of insurance are based on scale: pooling and diversifying a
community's risk reduce the individual cost of insuring against those risks. As the
teading general insurance group in Australia and New Zealand, we are in a position to
deliver value to our customers by using our scale to keep costs at a minimum, We do
this through efficient management and access to volume discounts across the supply
chain - without sacrificing quality. Scale also benefits our shareholders, allowing risks
to be spread across a large number of policies, which means greater stability of
earnings from their investment.

It's about everything we do

We look to manage caosts in every part of our businegss. We do this in a number of

ways including:

« working to keep our administration costs down;

~ looking for savings in our supply chain without sacrificing guality:

» using technology to increase our efficiency; and

~ identifying opportunities to integrate our business and find synergies within our
operations.

Helping the environment, managing costs

We work to reduce our CO,, ermissions not Total €0, tonnes/FTE [} 2004

. i
only to benefit the environment but also
vecause of the financial advantages to our

business. ’ W 2008

Our size makes efficient cost management
crucial to the successful running of our
business. Even seemingly basic initiatives
may have a major impact financially and
environmentally. For example, following
recent regulatory changes, we are now able to send out replacement sheets
identifying changes in policy documents rather than sending out an entire new booklet
(as was the case previously). We now send 2-4 A4 sheets of changes which can be
stapled to the back of the original policy documents rather than 80 A4 sheets. This
simple step will reduce printing and postage costs by 6.5 milfion over four years. In
environmental terms for the 2006 financial year, this means.savings of approximately
2,000 tonnes of CO, emissions, or 33% of IAG's total print and office paper use

compared to current consumption levels.

— Target 2005
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IAG's electricity use increased significantly over the last year due to two main

reasens’

« greater technology demands - rapid growth in consumption at one of our major
sites due to the increasing requirements of technology infrastructure; and

+ belier measurement and reporting - our systems and processes for capturing our
electricity use have improved over the last year,

Next steps

We are currently in the process of developing an energy management plan to be
rolied out across {AG's major sites. More information can be found in the 'Shining the

light on electricity use’ case study.

Tool of trade fuel consumption

3438k

W 3.280k

Fuat
200« 2005 consumption

We are pleasad to see thal our overall fuel consumption nas fallen in the past 12

months.

uring ihis time, we have also increased the number of hybrid vehicles in our tool of

trade fleet to approximately 10%.

Next steps

We are currently investigating reasons for our increase in kiivehicie. We are also
{ooking at providing greater transparency in regard to the way we use our tool of trade
vehicles. We plan to do this through monthly division reports that include the
kiloretres travelled/vehicle. We aim to use this information to pasitively influence

driver behaviour.

in addition 1o this, we plan to continue to add te the number of hybrid vehicles in our

tool of trade fleet.




Office paper consumption

Sourse 2004 2306
Faper consumption 474 tonres 446 tonnes
Fegyeiod camminged wssls 195 wonnes 232 tonmwes

imastly paoen

Our office paper consumption per FTE has  paper conssmption 0 200z
remained unchanged. Over the past year  Kg3/FTE

we have implemented a number of
initiatives to reduce office paper
consumption and improve recycling.

Pieasingly, the volume of office paper for
recycling is on the increase, indicating the
effectiveness of internal campaigns
promoting paper recycling.

Next steps

in the 2006 financial year, we will have more tailored divisional targets for reducing
office paper consumption that will be supported by an action-gplanning process. For
instance, our Group Legal team has already begun looking at a project for
implementing a paperless filing system and we are locking to increase the availability
of double-sided printing across our operations. We are also working on rolling out cur
paper recycling facilities across more sites.

Print paper
(12133 tonmey  PYint paper 2008

consumption/husinass
B 2,693 tonnes  vofume measure

Print paper
2004 2005 consumption

Qur print paper cohsu‘mption increased considerably over the last year. This is due to
one major factor - a required reprint of policy documentation to our Personal
Insurance home and motor policy customers which took place in July 2004.

Next steps

We will continue 1o focus on reducing the amount of print paper we consume. Our
CGU division is aiming to increase its focus on eBusiness over the next year and in
Personal Insurance, it's estimated that our new policy bookiet project will resuit in
considerable savings in print paper. In addition, our Shareholder Relations area is
looking to significantly reduce the amount of print paper it consumes by improving its
online services.




Air travel

Tota! kms/FTE i 2004
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- Torgat 2005

Alr kilometres
2004 2005 travelled

IAG's overali target to reduce air travel by 5% over the 2005 financial year has not
peen met. This is primarily due to a significant increase in international travel over the
period which can be attributed to our corporate goal of establishing a foothoid in Asia.

Air travel breakdown Type of
air jravel 004 2008
B Domestic N 81%
i Internationat P 16%
2004 2005 i Trans-’résman 8% s

However, we are making an impact on our domestic travel which has shown
significant improvements, falling by almost 5 million kilometres - a reduction of 24%
points from the previcus year.

Next steps

In retrospect, we believe our target to reduce air travel is inconsistent with our strategy
for international growth. As such, we have decided that it is not appropriate to set
reduction targets for international travel over the coming year.

We will, however, continue to track and report on our air travel (including international
travel) and are investigating options for future targets relating to domestic travel. We
will 2lso continue our focus on videoconferencing and associated training.



THE CHALLENGE

MEETING ENVIRONMENTAL TARGETS

The situation

in our 2004 Sustainability Report, we examined how our operations impacted on the
environment and set targets for reducing our impact in the key areas of paper,
electricity, fuel use and air travel.

Across the business, our people have made great efforts towards meeting these
targets. Unfortunately, however, our environmental targets for the 2005 financial
year have not been met for a range of reasons outlined below.

The considerations

Although we would have liked to have performed better, we acknowledge that this
result is not uncommon for organisations at a similar stage as us in the sustainability
journey. We recognise, and are working to manage, the increasing complexity
involved in reducing our environmental impact while delivering on our corporate
strategy. For example, is it appropriate for us to have set targets for reducing our
amount of air travel considering that we have a strategic goal of securing and
growing an Asian foothold?

Simitarty, as we work to deliver customer related advances and internal efficiencies
through new technology platforms, we are discovering challenges with knock-on
effects to our energy consumption.

Cne of our major site's energy use increased significantly over the past year, This
property is where the computer servers that store all of our customer data are
located. As we work to improve our systems to make it easier for our customers to
deal with us, we are increasing the demands on our data servers which, in turn,
increases our electricity use.

The way forward

Wherever possible, we are working to balance the needs of our various
stakehotders while minimising our environmental impact. For instance, at the site
mentioned previously, we have slightly increased the temperature of the air
conditioning units that keep our data servers coal. This small step has helped offset
some of the electricity use at this site and we are looking fo do the same in cther
locations where data servers are housed.

We have aiso made some significant inroads in other areas. For example, cur
Perscnal Insurance division now has 50% of its printers converted to double-sided
printing. This has been one of the centributors to its 21% divistonal reduction in
office paper cosumption per FTE.

Our network of Sustainability Champicns and individuals across the business are
alsc making an impact through day-to-day steps such as turning off their computer
monitors, printing double-sided and reducing the amount of paper they use.

In the past financial year, we have spent a considerable amount of time working to
ensure our systems and processes for measuring our environmental performance
are in place. We are now also working on a pilot programme that will improve our
monthly reporting and give managers the ability to track their environmental and
related financial performance on a monthly basis.

Targets

We have alsc learned more about where we should be focusing our efforts to make
the biggest impact. We are working to tailor targets to each division, based on a
model that assesses each area's impact and influence. We are aiso locking to
incorporate these targets into the divisional business planning process in the 2006
financial year and we will support this target setting work with tailored internal
communication.

IAG's divisional environmental targets will be available on the |AG website
(www iag.com.au) from January 2006.

Most importantly, we will be implementing a grassroots action-planning programime
across all divisions to help improve our environmental performarnce. in addition, in
January 2008, the pilot reporting process, mentioned earlier, will commence which
will provide our managers with a meonthly report on their performance against
environmental targets and the costs associated with their CO,, emissions.



CASE STUDIES

Shining the light on electricity use

One particutar focus area for our environmenta!l performance has been
electricity use. In the 2004 financial year, we identified electricity use as the
single greatest contributor to our CO,, emissions.

To address this impact, we have begun a comprehansive review of our
electricity consumption and are developing an energy management plan that
will be piloted at our head office and rolled out across our main sites.

We have also been looking into ways to improve the energy use in existing
premises, white incorporating energy star ratings into our decision making when
looking to move into new properties.

Percéntage of IAG's totat £O, emissions

Year ended 30 lun 2004
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One example of this is our new property in Adelaide. Due for completion in April
2008, this new site will accommodate more than 550 employees whao were
previously located at various sites across Adelaide.

The property will be 5 star energy-rated and will include features such as
lighting finked to movement and daylight sensors, sub-metering to allow for
close monitoring of energy use, water efficient dishwashers and tapware and
during the temperate months, introduction of high levels of outside air to reduce
the need for heating and cooling using air conditioning units. )
We estimate that through thése various measures and more, we will reduce the
operating costs compared to a 4 star energy-rated building by $3.00 per square
metre or about $30,000 per annum.

The property is welf served by public transport and will also offer parking for 40
bicycles, and showers and lockers on every fioor. We hope these features will
encourage our people to minimise their use of private vehicles for commuting to
work.

Cuirently, 8.61% of square metres-in IAG's freehold and leasehold property
portiolio is 4 star energy rated or above.
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CASE STUDIES '

CGU eBusiness solutions

Gur CGU division warks with intermediaries such as brokers o sell our policias.
Around a quarter of this business is conducted electronically. By using
eBusiness systems, our intermediaries are able to ‘self-serve’ for ail policy
transactions, such as quotes and renewals, without sending paper to us. This
makes the process highly efficient, it also brings big savings in the delivery of
documentation to our customers.

intermediaries are provided with an electronic version of the customer
document (insurance schedule) for each transaction they process, and in most
cases this is never printed. This is because our eBusiness systems enable
intermediaries to incorparate a summary of insurance cover in the invoice they
send to their customer. For some time, our eBusiness systems have helped us
save on paper consumption and in the last year alone, over 1.2 million
transactions were processed electronically. With each policy schedule
containing around six pages, we have cut paper consumption by around 7.5
million A4 sheets per year.

Selina, CGU's eBusiness Manager for New South Wales, says, “The system
streanitines pelicy administration for brokers - they can 'process insurance
transactions without having to come to us, and produce a combined invoice and
policy document for their customers.”

Over the past few years, we have been working to improve our eBusiness

offering. Through the web-based system, CGU Connect, intermediaries have

access to a full range of CGU insurance products including commercial pack,

home, landlords, private motor and commercial motor. Through this system, we

expect a substantial increase in the percentage of business transacted
lectronically, further reducing paper consumption.
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REDUCING RISK

Armed with an expert understanding of risk, we are able to deliver one of the greatest
benefits we can provide to the commuunity, our custamers and our business - the
opportunity to reduce risk.

Everybody wins

This core component of our purpose delivers benefits to the community, our
custoners and our busingss. There are always going to be risks, but finding ways to
reduce them megans our customers can avoid unnecessary hardships, creating a
better outcome for both communities and insurers.

There are four key areas where we are working to reduce risk: road and home safety,
crime prevention, workplace safety and climate change. These are the areas where
IAG has the greatest experience and wealth of claims data.

Reducing risk in the community

We have formed a network of partnerships and embarked on a series of programmes
all with the one aim - to harness our expertise to help the community reduce risk.

We support a range of community projects in crime prevention, injury prevention,
emergency services and the environment.

communityhelp

We have a number of programmes that give our people the chance *o getinvelved in
their communities. These have been developed from feedback and suggestions from
our people.

-~ communityhelp workplace giving
Employees can donate to selected charities through their regular pre-tax pay. It's a
great way for our people to support community organisations and we match
donations dotiar for dollar.
* communityhelp Champions
We have a network of employees who take a leading role in their work location on
community issues and help their colleagues get involved in their local community.
» communityhelp volunteering
We offer all employees one day of paid volunteering leave so they can participate
in, and contribute to, their local communities. Our people may volunteer at a
community organisation of their choice or work with one of our partners.

These programmaes include, but are not limited to, risk reduciion activities, whereas
our communityhelp grants prograrnme has the sole focus of reducing risk and
increasing safety in the community.

communityhelp grants

Since the programme started in 2003, we have given more than $1.3 million in grants
o commuunity groups across Australia. In the 2005 financial year, we awarded 150
communityhelp grants, totalling around $530,000, to fund risk reduction community
projects.

Some examples include:
» fire safety initiatives for people with hearing impairments, run by Travellers Aid

Disabillity Access Service in Victoria;

~ educalion on'road safety around schoo! zones - an initiative by the Fitzgerald State
School Parents & Citizens Association in Queensland; and

~ multidanguage community safety seminars in English. Vietnamese, Cantonese,
Arabic and Spanish, run by Woodvilie Community Services in New South Wales.




IAG funds contributed to the community

; Degeription.,

. Funds paidto comimunity orgamisations - - 3IBTI T70 ' $1§,3;741¢9'

Promotions! eipenses $1.426, 495 $810,508
Admministration casts t1061881 §919,524
Tots 518,225,926 $12,347.281

{n the 2008 financial year, funds
contributed to the community totalled
$12,347,281 compared with $18,225,926
in the 2004 financial year.

The difference in funds for community
investment can be attributed to a one-off
payment of $4.8 million to CareFlight in the "5
2004 financial year for the establishment
and implementation of the HIRT for its first

operating year. Significant payments for this initiative will be made in future years.
One other facter contributing to this result is the discontinuation of the New South
Wales Rural Fire Service Firescan sponsorship.




CASE STUDIES

Reducing risk in the workptlace

Our safety nerformance has been a major focus of our sustainabiiity efforts in
the 2005 financial year. In 2003, aur internal OH&S performance caused us
concern. With employees operating various functions and spread over 280
worksites Australia-wide, and as the country's targest underwriter of workers'
compensation insurance, it is particularly important for our safety culture to be
best practice.

Regutarly reviewed by the OH&S Steering Committee, our safety strategy is
based around leadership, communication, use of technology and
decentralisation of the management of risk.

Specific health and safety targets are also incarporated into our senior
management's incentive schemes. This priority of workplace safety is
highlighted in our CEC assuming the role of Chief Safety Officer.

The besafe programme: The besafe employee communication programme
infroduced the SEE, THINK, DO concept to our people. lts aim is for employees
to take action to identify and resolve OH&S issues themselves.

The hesafe programme is complemented by a range of other OH&S initiatives:
we developed an online training programme for all our people, implemented an
elactronic accident and incident reporting process, and introduced the Internal
Risk Radar, an online OH&S self-assessment process, into ail our worksites.

Our OH&S push also featured a first aid training initiative, driver training
pregramme and employee heaith and wellbeing initiatives - alf of which have
had a major impact on our OH&S performance:

We have achieved a 57% reduction in our total incurred workers' compensation
costs, a 22% reduction in Lost Time Injury Frequency Rates and a significant
improvement in our incident to claims ratio in the {ast financiat year

St John Ambulance Australia First Aid Alliance: 4 key part of our alliance
with St John Ambulance Australia has been the introduction of a first aid training
initiative available to all our people nationally. Since forming the atliance in
2003, 1,858 employees have completed a four-hour emergency first aid course
- skills that they will take to the community as well as their workplace.

Risk Radar: Risk Radar is an oriline self-assessment of safety and
environmental performance designed to help improve identification, assessment
and control of workplace hazards. Originally developed to assist our smash
repairer network, the award-winning tool's potential for a wider application has
since been recognised.

The Risk Radar is hosted on our intranet - and adopts an interactive, step-by-
step approach specifically customised to mest the needs of employers. fi allows
“worksites to assess their own performance against key safety and
environmental criteria and gives our management team the information they
need to strive for best practice, Risk Radar generates a specific short-term
action plan based on the user's responses, This is then implemented and
reviewed regularly.

Sharing lessons learned with customers

Through our weorkers’ compensation business, we are sharing our experignces
in improving OH&S with our commercial customers to help them prevent
workplace injuries and get injured workers back to work earlier.




CASE STUDIES

Head Injury Retrieval Trial

in Sydney, around 75% of head injuries are sustained in car crashes and severe
head injuries are @ leading cause of death and disability for people in car
crashes, As a compulsory third party insurer, NRMA insurance has a role in
helping to reduce the risk of injury in the community and promote better
recovery outcomes.

In March 2005, NRMA Insurance and NRMA CareFlight launched a world-first
medical trial, the Head injury Retrieval Trial (HIRT), which aims to improve
recovery outcomes for pecple who sustain head injuries. Under the trial,
specialist doctors and paramedics are sent by helicopter to the crash scene as
scon as people are identified with severe head injury to provide intensive
trauma care, rather than waiting until the patient arrives at hospital. We are

¢ contributing $11.2 million to fund the trial over three years.




CASE STUDIES

Understanding insurance

insurance piays an important part in our fives, but many people do not fuily
understand insurance and its role. Ye recognise that the community would like
1o know more about insurance, including how premiums are priced, how
insurance companies rate risk and how to reduce the chance of accidents
happening in the home, cn the road and in the workplace. We deveioped the
'Insurance Basics' education programe to provide the comimunity with a better
understanding of insurance and how it works. 1t also outlines ways to reduce
isk. To learn more about insurance, dewnload the Insurance Basics Bogklet,

Brad, a Product Development Manager for SGIO in Western Austraiia, conducts
insurance Basics education sessions at a community college in Perth. He
beileves the appetite for insurance knowledge within the community is
increasing, "The collapse of HIH. public liability issues and various natural
disasters have given people more reason to start thinking-about.insurance. It's
great to be able to proactively help them understand insurance. My experience
in the industry has shown that most people don't think about their instrance untif
they need to make a claim,” he said.

Underinsurance is a big issue for Australian communities, an issue which we
tackled in our risk report "Would have. Should have. Could have”. The findings

of this report were atso communicated through educational forums ta our people
across the business.




CASE STUDIES

Education for young drivers

in 2003, in light of the continuing high death rate among young and
inexperienced drivers, state and territory Transport Ministers, through the
Australian Transport Council, began exploring options for a best practice
national driver education programme.

During the 2004 election, the Federal Government made a commitment to
introduce a naticnal compulsory dever education scheme for all new provisicnal -
licence holders. In December 2004, a Government-sponsored Young Driver
Safety Forum was held with participants from a wide range of fields and
interests. At the forum, Transport Ministers from New South Wales and Victoria
announced the trial of a special novice driver education programme involving
14,000 young drivers. A further 14,800 were selected for a control group.

The programme will provide novice drivers with an understanding of their own
limitations and an insight into how they can reduce the risks they face on the
road. In 2004, 17-25 year olds accounted for 27% of all road deaths, even
though they made up only 12.5% of the population.

The trial is being jointly funded by the three governments and the Victorian
Transport Accident Commission, the Federal Chamber of Automiotive Industries,
NRMA insurance and RACV.

The young drivers' progress, as well as those in the control group, will be
monitored for at least a year after the programme is completed. The trial will be
one of the largest and most rigorous studies ever undertaken of post-licence
driver education.
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CASE STUDIES

Community volunteering

Arron, an Operational Assurance end Compliance Manager in our Perscnal
insurance division based in South Australia, was part of a group of 12186
volunteers helping to revegetate a large tract of fand of native habitat near
fount Barker.

The preject involved planting 1,200 indigenous plant species on land that was
previousty used for farming.

“The local owner ang her husband kad taken three months to plant 1,200 trees
on their property. Through Conservation Valunteers Australia, a group of IAG

staff were able to come in and plant the same number again, tut in one day.
Knowing that we could make that much.of a difference was great,” said Arron.

SR




CASE STUDIES

Tsunami appeal

The December 2004 Indian Ocean tsunami united the whole world in 2
compassionate retief effort. Although not related to risk reduction, as a business
we were compelled 1o take action to assist. Many of our people across Australia
volunteered their time in the very first days of the emergency.

In Sydney, iarge contingeints of volunteers worked through lunch breaks fo help
the Red Cross keep up with data entry recording donations.

i1 Metbourne, volunteers assisted World Vision and heiped with the fundraising
cricket match between Asia and The Rest of the World held in January 2005.
Also, data entry volunteers heiped Oxfam record donations and a great deal of
this work was done after hours on our premises, which were also kept open on
weekends, to fast track the process.

Krysty, a Training Manager in Personal Insurance in Victoria, organised our
Melbourne tsunami support, "Everyone was so committed to helping out. We
had people who worked three entire Saturdays. Others stayed back after work,
or came in early to help,” she said.

n Queer{slar}d; our volunteers hit the streats to fundraise for 'the*'R‘ed Cress in

its door-knocking campaign. Through employee donations and company
matching, we donated $750,648 to benefit the victims of the tsunami,



WHAT A SUSTAINABLE IAG MEANS FOR OUR
STAKEHOLDERS

'\ Sustaining shareholder valug

- Progress against medium-term finan:
. Why a profitable insurance company is good for everyons

 Proposed expert adviscry committee

wme How A engages in dialogue

w Employee invoivement in various committees and organisations

w Invesiing our professional experience and knowledge for community benefit
s Aboriginal Emiployment Strategy Lid (AES)

s Werking with indigenous schoal children

One reason we are taking steps to ensure the sustainability of our business is to meet
the needs of our key stakeholders {customers, shareholders, employees and
communities) for many years tc come.

In order to achieve this longevity, we aim to engage in regular dialogue with our
various stakeholder groups. it's about being socially responsibie. but it's also good for
business. Being in touch with stakeholders and anticipating their needs, puts us in
good stead when it comes to developing new systems and processes, intreducing
new products and increasing employee engagement.

Managing the complex, and sometimes conflicting, needs of stakehoiders is a defining
attribute in sustainable leadership and one which we are working te foster among all
our leagers.

Sustaining shareholder value

in the 2005 financial year, IAG achieved another year of recard results in a complex
operating environment. This result is a demonstration of our commitment to managing
our business in a way that brings sustainable iong-term benefits.

The Group achieved a net profit attributable to shareholders of $760 milfion, up from
8665 million in the previous corresponding period. We've done this by adhering to
tight underwriting disciplines and focusing on building stronger relationships through
initiatives to better align our products, service and distribution networks with
customers' needs, while reducing costs. Our performance has been boosted by strong
investment returns.

FINANCIAL PERFORMANCE

Revenue growth (Year ended 30 June)

200 2004 2005

1 Net egrned premium ($millions) A GWE Compound Anrusl Growth
rate » 20.2%

B3 Gross written premlum ($miilions)



Insurance result and margin (Year ended 30 junej

1 Insurance result
‘Fmillions)

MR inseznes margin PR

2005 .

B0 o e o e i - e e

& $ &S 3 R o >
¥oF oy Fy F oy F Yy F

e SRP/ASKIO0 g e iAG Bhave &
a— WSO WORLD EX AUS Indax —— HCESSEP 200 In3uUrancs Indsx

Dividends per onditiary share (Year ended 30 june 2005)

Centy har shge




Progress against medium-term financial goals

GOALS

Top guatile total shareholder returi.

Return on Equity of at least 1.5 times
weighted average cost per capital.

 Esmablish an Asian foothold.

Maintain an 80:20 mix of short-tail:long-

tail premiums.

Maintain a 'AA' category rating.

PROGRESS

Measured from listing on & August 2000
until 3G June 2005, IAG's total
shareholder return ranks it in the top
20% of entities in the S&PJASX 100
index.

Achieved Return on Eguity greater than
1.5 times weighted average cost of
capital.

Added a small Thai general insurance
business to the Group's portfolio of
Asian assets and continued o pursue
further opportunities.

Maintained short-fai.long-tail premium
mix of approximately 80:20.

Maintained its very strong 'AA' insurer
financial strength ratings from S&P for
its key wholly-owned licensed insurers.
the highest rating of any Austrafian-
based financial institution.

Why a profitable insurance company is good for everyone

The past year has been the third consecutive year in which insurers, incliding 1AG,
have performed strongly. For the previous 10 years. insurers recorded significant

undenwriting fosses

This return to profitability for insurance companies has enabled us to reciaim stability
and security for our customers, shareholders, the community and the peopie who

wWOrK in our industry.

ivieanwhile, insurance premiums in many classes of insurance have becorne more
afferdable for customers. As shown in the graph below, at April 2005, the average
annual premium for NRMA motor insurance in NSW equated ¢ 56% of average
weekly earnings, compared with an average of 61% over the past six years.

Affordability of NRMA moter insurance (NSW}
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Proposed expert advisory committee

We acknowledge that, in addition to the various consultative and appeal mechanisms
we aiready have in place in various states, |AG has a need for a national community
advisory group - an expert advisory committee. The proposed expert advisory
committe will be given the task of iooking out for the interests of cur stakeholders and
oroviding the 1AG Board and Executive team with detached but expert advice.

They will not consider individual cases but may be asked to consider whether the
experience of individuais is significant in terms of systemic service delivery. Ethics,
equity, accassibility, privacy and transparency will be the critical elements. We are
working to have this expert advisory group operational pefore the end of the 2005
calendar year.

How IAG engages in dialogue

2004 Sustainability Report: In November 2004, we published our first Sustainabitity
Report. outlining the philosophy behind our drive for sustainability, the practical steps
we have taken towards sustainability and ours plans and goals for the future. Four
thousand copies of the report were printed and distributed to [AG customers,
sharsholders, employees, the media and the government and is available onling at
hito://www.iag.com au/sustyreportQ4.

Sustainability employee focus groups: In July 2004, we conducted focus groups with a
cross-section of our people to assess their understanding of what sustainabllity means
to IAG. The outcomes were used to guide our internal sustainability employee
communication strategy.

in July 2005, sustainability focus groups were convened again with employees and
Sustainabiiity Champions. The feedback from the focus groups was used to guide the
content of the 2005 Sustainability Report and how sustainability is communicated
internally. :

We also plan to hold one-on-one discussions with a section of managers to
investigate what managers see as their role in helping employees understand
sustainability and translating it in ways that make sense for their teams.

Employee involvement in various committees and organisations

Our people participate in public debate on areas of relevance to |AG. Our managers
regularly speak at various conferences, seminars and public hearings of bearing.
Recent participation has included: Environment Business Australia, Sydney Futures
Forum, Australian Shareholders Association, Insurance Council of Australia Forums
and the Australian Corporate Citizenship Alliance.

We also have representatives on a number of industry associzations including the
Insurance Council of Australia, the International Actuarial Association and the Motor
Accidents Council.

In 2004, {AG was elected to the Steering Committee of the United Nations
Environment Programme Finance Initiative, aimed at promoting envircnmental and
social issues in the finance sector.

In October 2004, we alsc became a member of the World Business Council for
Sustainable Development.

Individuals within IAG are also encouraged to take membership with various
organisations. Some of these include the New South Wales Department of Planning,
Infrastructure and Natural Resources Metropolitan Strategy Reference Panel, the
Sydney Institute, the Business Council of Australia and the National Centre for
Citizenship and Volunteer Management.



investing our professional experience and knowledge for community benefit

We contribute the capacity, skill. knowiedge and axperience of our people tu the
beneflit of local and regional communities.

We have an extensive bank of professional capacities to draw on 1o help build and
maintain sustainability in logal communities, and not-for-profit and community service
organisations.

Two examples include:

iginal Employment Strategy Lid (AES)

Aboriginal Empiloyment Strategy Ltd (AES)

Through NRMA Insurance, we have enjoyed a community partnership with AES for a
number of years. AES provides an employment service for local indigenous
communities and businesses in the New South Wales towns of Moree, Dubbo and
Tamworth,

With a track record of placing around 120 indigenous people in jobs in each centre
each year. AES is seeking to replicate its operations in other areas. We offered the
supportt of our Government Relations & Policy unit in discussions with the Federal
Government about the funding to do this.

We played a role that inciuded involvement in a working party established by the then
Deputy Prime Minister, John Anderson and the Minister for Emgloyment and
Workforce Relations, Kevin Andrews.

The task of this group. which included the Chair and CEO of AES and senior officials
from the Department of Employment and Workforce Relations, was to work through -
the issues related to funding and come up with solutions. After some months of
discussions, the outcome was a new contract that potentially provides AES with $17
million over four years, to maintain existing services and open new operations. The
first phase of the expansion programme will see three new operations in the current
financial year. The AES management team acknowledged that the involvement of IAG
helped to put this agreement in place. The $17 million commitment from the
Commonwealth was announced in the in the 2005-2006 Federal Budget.

Barbara, Head of Government Relations & Policy at 1AG, says, ‘It was great to be part
of this group. where AES. government, and the corporate sectar - represented by IAG
- worked to get a sclution that was about the sustainability of AES - this was not about
a quick fix."

\
Working with indigenous school children

Actuaries from our Enterprise Risk & Group Actuary division have come together to
tutor students at Alexandria Park High School near Redfern in Sydney.

This started as a mathematics tutorial exercise but has developed into 3 general
tutoring session with staff volunteering and rostering themselves on a weekiy basis.

Phil, a Research Manager at IAG, explains, "The philosophy of the tutering
programime is very simple - a desire on our part to share the benefits of a good
education with kids who have not been lucky enough to get the same opportunities.

"We benefit from being able to help the community in a practical way that relates to
our skills, and the kids benefit through somecne volunteering their time to sit down
and help them with their homework. The kids clearly learn a lot and we have a bit of
fun at the same time!”



ENGAGING OUR STAKEHOLDERS

Stakeholder

Customers - Personal Insurance

Customers - CGU Commercial

Intermediary customers
Injured workers
Employers

Engagement process

Our formal customer engagement process consists of
regular customer and claims satisfaction surveys,
face-to- face sessions and focus groups. On an
informal basis, our frontline employees work with
customers daily to ensure their needs are met and
are encouraged to provide suggestions for
improvement to management.

Qur brand websites also offer 2 host of information
for customers that include advice for customers to
make their homes and cars safer eg: through the
Homehelp portal. R

CGU engages both formally and informally with its
intermediary customers.

An important part of daily business is to build
relationships with brokers and agents so they provide
feedback that will continually improve our products
and services.

We also undertake formal surveys with cur
intermediaries and provide regular business updates
and training on complex insurance matters.

Through our workers' compensation businesses, we
work closely with employers and injured people. We
receive regular formal feedback from regulators about
our products and services. We also talk frequently
with employers to help them better manage safety in
the workplace and the return to work of injured
employees.

In regional areas, we have regular dialogue with local
communities to help improve the safety of their
property and people.



Shareholders

Employees

Legislators and regulators

We have more than 98¢ 000 shareholders. We keep
them informed through regular anncuncements to the
Austratian Stock Exchange. These announcements
are relayed through an email messaging service to
shareholders who have registered to receive them
and They are aiso postac on the IAG website.

Half-vearly results briefings and the Annual General
Meeting (AGM) are webcast with archived copies
available on our website. .

Due to the size of our register and the cost involved
in communicating directly to our shareholder base,
we seek media coverage of important events if we
need to deliver information to shareholders.

We also communicate formally with them through
annual and half-year reports and at AGMs, where
they are encouraged to ask questions of the Board.

Shareholders can also submit written questions to the
company's auditor to be considered at the AGM.
These refate to the conduct of the audit and the
content of the auditor's report. The company’s auditor
will be present at the 2005 AGM to answer the
gualifying questions. A list of questicns received will
be made available at the 2005 AGM and the answers
posted on the IAG website after the conclusion of the
meeting.

Electronic proxy voting was introduced for the 2004

- Annual General Meeting to make it easier and more

convenient for shareholders to lodge their proxy
voting instructions on resolutions.

Alt our share registry functions are performed by
Computershare Investor Services who have a
dedicated |AG shareholder information line. We also
have a Shareholder Centre on our website.

A selection of our shareholders are also invited to
participate in our annual stakeholder survey.

QOur people are critical to the success of our business.
We have a number of formal and informal channels
avaiiable to engage in dialogue with employees.
These include Staff Consuitative Committees, CEO
Forums and Expos, email boxes and annual
employee engagement surveys. Our people also
have the opportunity to talk about their experiences
and the work they do through internal publications
and videos. in addition, we hold regular career
performance and career discussions with our people.

Employees also participate in our annual planning
sessions where our strategy is communicated and
team goals and plans are established.

Through our Government Relations & Policy unit, we
have input into the public policy process and
parliamentary inquiries. ’

In the 2004 calendar year, we produced 18 public
policy submissicns. Examples include cur response
to the Productivity Commissicen's Inquiry into smash
repairers and insurers and the New South Wales
Government's Inquiry into Personal Injury
Compensation. These submissions are made
available to the public through our website.

We adopt an evidence-based approach in public
advocacy and aim to propose solutions that are in the
best interest of shareholders, policyholders and the
community.



Suppliers
= Smash repairers, builders and jewellers
<« Office suppiies providers and car manufacturers

s Medical and healthcare providers, lawyers and
doctors

Unions

Community partners

Cur partnerships cperate at the national, state and
local level and are focused on reducing risk in the
community.

Examples of such partnerships inciude: St John
Ambulance Australia promoting the importance of first
aid training and Project HeartStart; Kidsafe;
CareFlight; The Royal Flying Doclor Service; Surf Life
Saving Australia and our Social Capital Investment
Programmes.

See Reducing risk’ section for information on how we
are using our professional knowledge to reduce risk
in the community

We are working closety with our suppliers by
developing consuitative mechanisms for our preferred
supplier network and providing incentives for them 1o
increase the sustainability of thelr operations.

Cur preferred supplier code of praciice aiso outlines
our responsibility to our supply chain partners,
including their rights to dispute resolution and our
pecple's responsibility to interact with our preferred
suppliers fairly.

We measure over 30 major suppliers on their
contribution to our sustainability targets and thair own
sustainability initiatives. In addition, we make
available a range of cost competitive 'earth saver'
products from our office supplies provider.

hitp:/fwww.iag.com.au/suppliers

Just over 2,000 |AG employees are registered with
unions (Finance Sector Union and Australian Metal
Workers Union).

Our consultation process with the Finance Sector
Union (FSU) is detailed in the |AG Enterprise
Agreement (2003}. Under the Agreement, we are
obliged to consuit with the FSU regarding workplace
change programmes impacting employees, when -
positions are being made redundant and/or
employees are being retrenched. FSU
representatives are invited to address new recruits at
our induction programmes. In accordance with the
Agreement's grievance procedure, FSU
representatives are recognised as an empioyees'
representative.

Each year, a selection of our partners are invited to
showcase their organisations at our CEO Forum
where employees have the opportunity to interact
with them as part of an Expo style event.

Representatives from partner organisations are also
regularly invited to |AG functions enabling interaction
with senicr management.

A nurhber of our community partners are also
supported via IAG's workplace giving programme
where employvees can donate through their pay to
these organisations and we match donations.
Community partners provide regular updates on how
this support is being used.

We have a team that manages our relationships with
our partner organisations. They have a designated
IAG contact to facilitate the partnership, and enable

“open communication, and a resource to help

maximise the partnership opportunities.

Each year, applications for [AG's communityhelp
grants programme are sought via external
advertising, the internet, and nominations from [AG
empioyees. .



Business grganisations and industry grouds

Educators

TAFE and the Constiuction Industry Training Council

Media

=~ National, state and tocal

"« Print and broadcast

« General and trade

A number of our employees are represeniatives in
business organisations and industry groups.

For example, we participate in many, and chair a
number, of the Insurance Council of Australia
committees. Our CEQ is currently President of the
insurance Counci! of Australia, as is cur CEQ in New
Zealand for the Insurance Council of New Zealand.

We also have representatives on commitiees for
compulsory third party insurers, workers'
compensation insurers, actuaries and accountants.
- IAG senior management representation on

business organisations and industry groups

We encourage our people to take part in public
debate on areas of relevance to our core business.
Our managers regularly speak at seminars,
conferences and public hearings.

By taking an active role on specific issues relevant to
our business, we believe we are demonstrating how
seriously we take our role as Australia's leading
general insurance group. '

We work in partnership with various educational
institutions through our industry associations and
community initiatives eg: Jumpstart Autcbody
Traineeship and Scholarship programmes.

We partnered with The Australian Financial Review
and a subsidiary of the Economics Teachers
Association called, National Curriculum Services, to
develop a national high school education resource.
We are also partnering with educators from
Community Education units, fire agencies and police
forces to develop joint fire awareness and crime
prevention education initiatives, respectively, for the
community.

Qur Corporate Affairs team engages in ongoing

. dialogue with media through handling enquiries and

requests, and producing media releases and special
reports, We also invite media to pariicipate in
roundtable events, launches, and background
briefings.

The media's perception of IAG and our brands is
monitored annually through a third party survey
process.




CASE STUDIES

Face-to-face customer sessions

Through our retall brands, we encourage our tocal branches to invite their
customers 10 altend a face-to-face session with our people. These sessions are
held outside of branch hours in a separate venue, where & minimum of two and
a maximum of four customers talic with gach IAG employes in attendance. They
sxplain what they expect from us and discuss some of their past experiences
with the company. ‘

The face-ta-face sessions are designed to bring our people close to customers
and provide employges with feedback on their performance. The sessions have
also been used to inform members of the community about our social
responsibility initiatives. In the 2005 financial year, we heid 37 customer face-to-
face sessions nationwide,

Qur people are empowered to act focally on the feedback froim customers and
communicate findings that may have broad application.

In May 2005, NRMA Insurance's branch in Orange, regional New South Wales,
organised an event that was held at the local CareFlight helicopter hangar. At
the event, the CareFlight Managing Director spoke about our support for its
community activities.

tan, NRMA insurance's Bathurst and Orange Branch Manager, explains, "The
greatest benefit we get from these sessions is the féedback we receive from
customers. We can use this to put local action plans in place and share the
information from customers with our Customer Strategy team in head office and
other stakeholders in the business to make continual improvements to cur
products and the service we provide.”

‘It was particularly valuable for us to tie our session in with one of our
community partners. It helped our customers understand why we support
certain community groups. That's when it makes sense to them. it's powerful for
them to see the value of what we're doing, it's particularly powerful for those
customers who are also shareholders.”




ASSURANCE STATEMENT

ihdependent review report to IAG on its Sustainability Report 2005

Introduction

We have been engaged by 1AG to review selected performance data (the Performance Data) reported in the 1AG
2005 Sustainability Report {the Sustainability Report), available on |AG's website, and reportad in the concise 1AG
2005 Sustainability Report in the section titled "Key Indicators” on pages 7 and 8, for the vear ended 30 June 2005.
Scope

The Sustainability Report and management responsibility

The management of IAG are responsible for the preparation of the Sustainability Report and the information and
assegsments contained within it, for determining |AG's objectives in relation to sustainability performance, and for
establishing and maintaining appropriate performance management and internal control systems from which the
reported information is derived. Management's assertions about the effectiveness of the performance management
and internal control systems are included in & separate letter we have received from management.

Review appréach

We have conducted an independent review of the following Performance Data reported in the Sustainability Repor,
and regorted in the concise IAG 2005 Susiainability Report in the section titled "Key Indicators” on pages 7 and 8
for the year ended 30 June 2005, for IAG's Australian operations unless otherwise stated:
» Number of risks in force for persenal lings classes of business

= Number of policies in force for commercial classes of business

~ Customer satisfaction levels

~ Claims satisfaction ievels

« Number of level 2 and level 3 customer complainis

e Headcount i

« Parcentage of full-time employees vs part-time employees

« Staff turnover

+« Male to female annual salary ratio

~ Percentage of women in senior management positions

» Absentegism

« Employee engagement

+  Number of employees who identify themselves as indigenous Austrafians
~ [AG population (employees) aged 25-34 :

= tLost Time Injury Frequency Rate

« Number of employees trained in first aid

= Number of fire wardens ‘

« Funding of the Occupation Health and Safety (OH&S) depariment

+ CO, emissions

+ Electricity use

« Office paper consumption

« Print paper consumption

= Tool of trade fuel consumption

~ Recycled commingled waste

~ Air travetl

« Number of employee volunteer hours

~ Funds for community investment

+ Charitable contributions as a percentage of net profif after tax

+« Net Earned Premium as used to determine contribution to GDP




The percentage of the Australian Labour Force aged 25-34, reporied on page 7 of the concise Sustainability Report
and obtained by IAG from the Austratian Bureau of Statistics, was not included in our review.

Thers are no generally accepted standards for the preparation, pubiication or review of sustainability performance
data. IAG applies its own definitions for reporting the Performance Data (“the Criteria”), a concise version of which

be found on 1AG's website {at the address www .iag.com.au/sustyreport05}. The selection and suitabiiity of the
sria is the responsibifity of management and our review did not include an assessment of the adequacy of the
eria. Further, the internal control structure which management has estabiished and from which the Performance
nas heen derived, has not been reviewed and no opinion is expressed as to its effectiveness.
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Cur review was conducted in accordance with the internationa!l Standard on Assurance Engagements ISAE 3600
“Assurance Engagements other than Audits or Reviews of Historical Financial Information” issued by the
international Auditing and Assurance Standards Board, and with Australian Auditing Standards AUS 108

"Assurance Engagements” and with AUS 802 "Review of Financial Reports”

‘We performed review proceduras in order to state whether on the basis of the review procedures described,
anything has come to our attention that would indicate the Performance Data has not been presented fairly in
accordance with the Criteria established by management.

We formed our statement on the basis of the review procedures performed, which were limited primarily to:

=~ enquiries of company personnel; and
+ analytical procedures applied to the Performance Data.

The procedures do not provide all the evidence that would be required in an audit, thus the level of assurance is
s than given in an audit. We have not performed an audit and, accordingly, we dc not express an audit opinion.

independence

In conducting our review, we followed applicable independence requirements of Australian professional ethical
pronouncements and the Corporations Act 2001.

Statement

Based on our review, which is not an audit, we have not becomea aware of any matter that makes us believe the
Performarice Data reported in the Sustainability Report for the year ended 30 June 2005 has not been presented
fairly in accordance with the Criteria established by management.

g

KPMG

tncke

DR ANDRIES B TERBLANCHE
Partner

Sydney, 25 October 2005



GLOBAL REPORTING INITIATIVE INDEX

For an interactive version of the GRI Index, piesse visit the 1AG website:

wes. 3G com.auipubiagisustainability/pe

GRI indicator
Vision and strategy

1.1

1.2

Profile
Organisational profile
2.1

2.2

23

2.4

2.5

2.9

Report scopse

2.10

Report profile

217

3
[
V)

Vision staiement

CEO Statement

Organisation name
Products and services

Operational struciure
Company structure
Operational location(s)

Nature of ownership
Nature of markets

Scale of organisation

List of stakeholders

Contact for report

Reporting period

Date of previous report

Report boundaries

Significant crganisational changes

Reporting methodalogy for outsourcing

Nature of any restatements of information

Decisions not to apply GRI
Accounting criteria for economic,
environmentlal and social costs and
benefits

Changes in measurement methods

Policies and practices to enhance and
provide assurance to report

Policy and practices with regard to
independent assurance

Sources of additicnal information and
supplementary publications

iblications/report/2005/GRI sitml

Report section

Chief Execulive Officer's statement and
Sustainability is core business

Chief Executive Officer's statement

Insurance Australia Group at a glance

Insurance Australia Group at a glance

IAG Annual Report 2005 (Concise) -
Business cverview

IAG Annual Report 2005 (Concise) -
Business overview

IAG Annual Report 2008 (Concise) -
Business overview

Insurance Australia Group at a glance

IAG Annual Report 2005 {Concise) -
Business cverview

What a sustainable IAG means for our
stakeholders

Feedback
About this report
About this report
One year on
About this report

Not applicable

About this report

Partialiy reported, Managing costs

Not applicable

Abaut this report

Assurance statement

Reporied throughout



Governance structure and management systems

Structure and governanca

3.1

3.6

Gavernance structure including board
commitiees

Percentage of independent, non-execuiive
directors

Process for determination of boan
expertise

Board-leve! processes for risk
identification

Linkage of executive compensation with
achievement of financial and non-financial
goals

Crganisaticnal structure and key
individuals responsible for oversight,
implementation and audit

Mission, values statement, codes of
conduct and policies relevant to economic,
environmental and social performance
and the status of implementation

fMechanisms for shareholders to provide
feedback to the board of directors

Stakeholder engagement

3.2

w
pey
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3.1

3.12

Basis for identification and selection of
major stakeholders

Approaches to stakeholder consultation
Type of information generated by
stakeholder consultations

Use of information resulting from
stakeholder engagements

Overarching policies and management systems

3.13

3.14

3.16

3.7

3.19

Use of precautionary principle

Subscription to externally developed,
voluntary principles or initiatives

Principal memberships in industry and
business associations, national or
international advocacy organisations

Policies and systems for managing
upstream and downstream impacts

Approach to managing indirect economic,
environmental and social impacts resulting
from activities

Major decisions during the reporting
period regarding location of, or changes in
operations

Programs and procsdures pertaining to
economic, environmental and social
performance, Including discussion of:

- priority and target setting

IAG Annual Report 2005 {(Concise) -
Corporate governance; IAG Sustainability

busingss

IAG Annual Report 2005 (Concise) -
Board of Directors

IAG Annual Report 2005 (Concise) -
Board of Directors

IAG Annuat Repeort 2005 (Concise) -
Corporate governance

Partiaily reported, IAG Annual Report
2005 (Concise) - Directors' report,
Remuneration report

Sustainability is core business

Sustainability is core business

IAG Annuai Report 2005 {Concise) -
Corporate governance

What a sustainable IAG means for our
stakeholders

What a sustainable |1AG means for our
stakeholders

What a_sustainable 1AG means for our
stakeholders

What a sustainable IAG means for our
stakeholders

Not reported

Chief Executive Officer's statement and
Sustainability is core business

What a sustainable IAG means for our
stakeholders

What a sustainable IAG means for our
stakeholders

Sustainability is core business

IAG Annual Report 2005 (Concise) -
Review of operations

Reported throughout



- intemat communication and training
- performance monitoring

internal and external auditing

- senior management review

<R
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Status of ceriification pertaining to Partiaily reported, Sustainability is_ core
economic, environmental and social business
management systems

GRI content index
4. A table identifying lecation of each Global Reporting Initiative index

element of the GRI Report content, by
section and indicator

Performance indicators

Direct economic impacts

EC1 Net sales A snapshot of our performance
EC2 Geographic breakdown of markets Partiaily reported, JAG Annual Report
2005 (Concise) - Business overview
EC3 Cost of goods, sérvices and materials Mot reported
purchased
EC4 Percentage of contracts paid in Not reported
accordance with agreed terms
£C5 Total payroll and benefits Not reported
ECE - Distributions to providers of capital IAG Annual Report 2005 - page 65
ECY Changes in retained earnings IAG Annual Report 2005 - page 78
ECS : Sum of taxes paid income tax reported in IAG Annuza! Report
2005 {Concise) - Consclidated statement
of financial performance
ECS Subsidies received Not applicable
EC10 Donaticns to community, civil society and  Reducing risk

other groups

Environmental performance indicators

EN1 Total material use other than water, by Partially reported, A snapshot of our
type performance and Managing costs
ENZ Percentage of materials used that are Managing costs

wastes (processed or unprocessed) from
external sources

EN3 Direct energy use A snapshot of our performance
ENd Indirect energy use Not applicabie

EN5 Total water use Not reported

ENB Location and size of land owned, leased Not applicable

or managed in bicdiversity rich habitats

EN7 Major impacts on biodiversity from Not reported
activities .
ENE Greenhouse gas emissions » A snapshot of our performance
ENS . Ozone-depleting substarnces Not applicable
EN10 Other significant air emissions by type Not applicable

EN11 Total amount of waste by type and Partially reported, Managing_costs




EN12

EN1S

En14

EN18

EN177

Sigrificant discharges to water by typs

Significant spilis of chemicals, oils and
fuels

Significant environmental impacts of
principal products and services

Percentage of weight of products soid that
is reciaimable at the and of the product's
useful life and percentage that is actually
reclaimed

Incidents of and fines far non-compliance
associated with environmental issues

initiatives to use renewable energy
sources and to increase energy efficiency

Social performance indicators

Labour practices and decent work

LAY

LA8

LAS

LA10

LATT

Human Rights

HR1

HR2

Breakdown of workforce

Net employment creation and average
turnover

Union representation

Employee consultation over changes in |
operations

Recording and notification of any
occupational accidents and diseases

Health and safety committees and
proportion of workforce covered by such
committees

Standard injury, lost day and absentee
rates and number of work-related fatalities
{(including subcontractors)

Policies or programmes for HIV/AIDS

Average hours of training per year per
employee by category of employee

Equal opportunity policies or programmes

Diversity within senior management and
corporate governance bodies

Management of human rights issues
relevant to operations, including
monitoring mechanisms and results.

Consideration of human rights impacts as
part of investment and procurement
dedcisions, including selection of
suppliers/contractors

AR mmamormart ~AF Biimvaan rchte

Not agpplicable

Not appiicabie

Not applicable

Not applicabie

Not applicable

One year on

A snapshot of our performance and
Culture driving sustainability

Culture driving sustainability

What a sustainable IAG means for gur
stakeholders

Culture driving sustainability and What a
sustainable IAG means for our
stakeholders

Not reported

A snapshot of our performance and
Reducing risk

A snapshot of our performance and
Reducing risk

Al IAG anti-discrimination and
harassment programmes cover individuals
and groups of peaple on the grounds of
race, nationality, ethnic background,
disability or HIV status or other grounds
covered by the Group's Equal
Employment Opportunity policy

Not reported

Partially reportad, Culture driving

sustainability

A snapshot of our performance and
Culture driving sustainability

Partially reported, Sustainability is core
business

Not reported

Pt ranartan



Society

SO1

Product Responsibility

PR1

PR3

PR8”

w ppy
coniractors, inciuding montlering systems
and results of moenitoring

Managerment of discrimination in
operations, including monitoring systems
and results of monitoring

Freedom of association

Use of child tabour
Use of forced and compulsory labour

Policies, guicelines, and procedures to
address the needs of indigenous people

Management of impacts on communities
in areas affected by activities

Policy, procedures/management systems,
and compliance mechanisms for
addressing bribery and corruption

Management of politicat lobbying and
centributions

Awards received relevant to social, sthical
and environmernital performance

Policy for preserving customer health and
safety

Policy, procedures/management systems,
ang compliance mechanisms related io
product information and labelling

Policy, procedures/management systems,
and compliance mechanisms for
consumer privacy

Management of customer satisfaction,
including resulis of surveys measuring
customer satisfaction

Financial services sector supplement

Corporate Social Responsibility (CSR) management

CSR1

CSR2

CSR3

C8R4

CSR5

CSR6

Social elernents of CSR policy including
corporate definition of CSR

Structure and relevant CSR
responsibilities, including explanation of
the installed procedures

Number of audits and auditor hours
Procedures for handling issues sensitive

to stakeholders and responsiveness

Number of nori-compliance incidents with
any law or regulatory code of conduct

Stakeholder dialogue and involvement
procedures

internal social performance

INT

Social responsibility issues covered in
organisation's human resources policies

Not reported
MNot reported

Culture driving sustainabiiity

Partially reported, One year on and
Reducing risk

Sustainability is core business

Not reported

IAG Sustainability Report 2005 - Awards
and commendations; IAG Annual Report
2005 (Concise) - CEQ's review

One year on and Reducing risk

IAG manages and complies in accrdance
with the Federal Privacy Act

Paying claims

Chief Executive Officer's statement and
Sustainability is core business

Sustainability is core busingss

Partially reported, Sustainability is core
business

Not reported

Not reported

What a sustainable IAG means for our
stakeholders

Sustainability is core husiness and Culture
driving_sustainability




INTB”

INT7

1

Staff turnover and iob creation
Emplovee satisfaction
Senior management remuneration

Bonuses that are not orfented purely
towards short-term financial success, but
which contain additional sustainability
giements

Female-male salary ratio

Employee profile per hierarchy leve! and
country

Performance to society

S0C1

80C2

Suppliers

SUP1

supPz
Asset management

AM1

AM2

AM3

Insurance

INS1

INS2

INS3*

INS4

* Additional indicator

Charitable contributions

Economic value created by an
organisation's activities

Polices and procedures to screen
suppliers’ social performance

Supplier satisfaction

Social criteria applied in asset
management

Asgsets under management with high
social benefit

Socially Responsible Investment oriented |

shareholder activity

Scciat criteria applied in underwriting
policy

Customer profile

Number of complaints received from
customers

Provisicn of tailored and innovative
preducts and services applying special
ethical/sustainability criteria

sustainability

A snapshot of our performarnce and
Culture driving sustainability

IAG Annual Report 2065 {Concise) -
Directors’ report

Not reported

Culture driving sustainability

Partially reported, Culture driving
sustainability

A snapshot of our performance and
Reducing risk

Reducing risk

What a sustainable |IAG means for our
stakeholders

Not reported

Sustainability is core business

Not reported

Partially reported, Sustainability is core
business

Not reported

Not reported

Paying claims

Partially reported, One vear on



GLOSSARY

Beiow are details of the definitions used in the content and calculation of data represented in the graphs and charts
in sections of this report:

Absenteeism .
Empicyes absenteeism is a measure to indicale the absence level in IAG. Absenteeism is determined by dividing
the otal annual unscheduled absence days by total annual days worked.

.

Air travel
Distance travelled by 1AG empioyees inciuding domestic, trans-Tasman and international flights beoked through
the online travel service provider.

Business volume measure

This measures the volume of business at a point in time. The basis of the measure depends on the class of
business. In the personal lines class, the relevant volume measure is tisks in force'. In commercial classes, the
volume measure is 'policies in force'. The difference in the definition is required to capture the distinct nature of
iAG's business mix.

Risks in force: risk refers to the subject matter that an insurance policy or contract protects (eg number of
vehicles, houses, employees). An insurance policy may cover one risk or many risks, depending on the terms of
the policy. 'Risks in force’ is a measure of the total number of risks covered by an insurance company at a point in
time.

Policies in force: this is a measure of the total number of policies covered by an insurance company at a point in
time.

Claims satisfaction levels

Satisfaction levels of IAG customers in the settling of claims in persona!l lines only. Satisfaction levels are
determined from two surveys, the Home and Motor surveys. Surveys are conducted by a third party and include
NRMA Insurance, SGIO and SGIC but exclude CGU.

CO, emissions
CO,, emissions are calculaled for electricity use, office paper and print paper consumption, fuel consumption and
air travel using emission faciors obtained from the Australian Greenhouse Cfiice.

communityhelp grants
Cash grants given to community groups through the communityhelp grants programme. Figures reported are
inclusive of GST.

Contribution to Gross Domestic Product (GDP)

The net eamed premium as a percentage of GDP, where GDP was obtained from the Australian Bureau of
Statistics document title "National Income Expenditure and Product” from the National Accounts Catalogue 5206.0
- National Income, Expenditure and Product - June 2005 - Table 3: Key National Account Aggregates.

Customer satisfaction levels :

A measure of the end-to-end customer experience when enguiring, taking out or renewing general insurance.
Customer satisfaction levels are determined by a third party through telephane interviews with a random sample of
customers contacted within 48 hours of service experierice.

Electricity use

inciudes metered electricity consumption for those sites directly owned or controlled by |AG (approximately 70% of
alf sites). Where metered data is not available, electricity use has been estimated based on an equivalent floor
space model using consumption figures for similar known sites.

Employee engagement

Determinad through six questions in the “Your Voice' employee survey conducted by a third party. The survey
assesses the extent to which employees consistently say positive things about working at |AG, want to stay with
IAG, and strive to achieve above and beyond what's expected of them.

Employee volunteer hours
Number of hours 1AG employees have logged for comrunity/charity leave.

FTE (Full Time Equivalent}

FTE is a measure of the size of the workforce that takes account of part-time employees. it is determined by
dividing total workforce hours by 37.5 (Standard Full Time Hours). The FTE includes all permanent full-time, part
time employees, employees on a fixed term contract {paid by [AG's payroll) and employees on Leave without Pay
{less than 28 calendar days). It excludes guests {not paid by IAG), casuals and employees on Extended Leave
without Pay {more than 28 Calendar days) on the day we report on the data.



Fuel consumption
Petrol consumed by IAG's too! of trade fleet. Diesel and LPG use is not reported as it accounts for a very smal!

propoition of overall fuel use {iess than 0.2%).

Full-time employees versus part-time employees

Number of full-time versus part-time employees as assessed through internal online Human Rescurces system
codes. Full-time employees work 35 or 37.5 hours per week depending on theirr Enterprise Agreement. Part-time
employses work iess than 35 hours per week.

Funding of OH&S department
Funding of OH&S initiatives: includes spending on medical costs for employees, fire protection, St Jehn Ambulance
Australia first aid training, the besafe internal education campaign and the Employee Assistance programme.

Funding of OM&S salaries and on-costs: includes salaries and on-costs for staff in the OH&S department.

Funds for community investment

Direct financial support of community groups and programmes, as well as indirect support to help promote and
raise awareness of these community organisations. This also includes direct IAG management and administration-
related costs. Figures reported are exclusive of GST.

Green electricity
Grean Power purchased by IAG. Green Power, which is supplied from Energex as part of a Department of Energy,

Utitities and Sustainability Green Power programme.

Headcount
Employees employed by IAG regardiess of their hours of work, excluding guests, casual employee and employvess
on extended leave without pay.

IAG population aged 25-34 (inclusive} compared to the Australian Labour Force of the same age group
The percentage of IAG's employee population who are aged 25-34 (inclusive) compared to the percentage of the
Australian Labour force of the same age group.

The IAG population includes those on paid extended leave and excludes staff on unpaid extended leave.

The Australian Bureau of Statistics (ABS) defines Labour Force as the 'labour supply available for the production of
economic goods and services in a given period and includes both those employed or unemployed.’ Data is
obtained from the Australian Labour Market Statistics document published by ABS every quarter.

indigenous employment
Nurnber of employeses who identify themselves as indigenous Australians via a diversity survey inciuded in IAG's
new emplovee starter kits and online diversity and Equal Emplaoyment Opportunity training.

Lost Time Injury Frequency Rate (LTIFR)
The number of work-related injuries resulting in one or more days off work, per mitlion hours worked.

Male to female annuai salary ratio
The ratic is determined by dividing the average of male employees' total annual salary by the average of female

employees' total annual satary.

The average of male employees’ total annual salary is determined by dividing the sum of male employees' annual
salary by the number of male employees at the end of the reporting period; the average female employees’ total
annual salary is calculated on the same basis.

Number of fire wardens
The number of staff who have been trained as fire wardens. Staff are trained through an external service provider,

Trimivac.

Number of level 2 and 3 customer complaints

IAG records three levels of complaints from its personal insurance customers under the NRMA Insurance, SGIC
and SGIO brands. Leve! 1 includes issues raised at the branch level, Level 2 includes complaints escalated to AG
head office custorner relations specialists and Level 3 are those complaints that a customer takes to an external
third party for resolution. Figures reported include only Level 2 complaints and those that may become Level 3
complaints.

Number of staff trained in first aid
The number of current staff who had completed first aid training as at 30 September 2005. This comprises staff
whao attended either a 4-hour CPR training course since January 2004 or hold a current Seriior First Aid Certificate.

Office paper consumption
A3 and A4 office paper consumption as determined through an in-house ordering system using two separate



Print paper consumption
Print paper consumption consisting of commerciaily printed material {booklets, business cards, brochures and
cusiomer documentation such as renewals and certificate of insurance).

Recycled waste collected

Commingied waste collection cocrdinated through VISY. This figure includes recycled paper st 388 George Strest,
Sydney and Western Ausiralia sites only, and storage box destruction. At present, 1AG does not have separate
figures for paper recycled. as the recycling bins collect both paper and other types of recycled waste (commingled
waste}. s estimated that 90% of waste recycled is paper.

Staff turnover N
Turnover percentage is determined by dividing the total number of terminations by headcount. Termination includes
all permanent full-ime and part-ime employees but excludes casual employees, guests, and employees on a fixed
ferm contract.

Sustainability nominations for rewardhelp
rewardnelp is the internal staff recognition prograimme. This indicator takes into account all rewarcdhelp nominations
in the Sustainability & Innovations categary.

Women in executive management
Total percentage of females on the Executive team.

Women in senior management
Total percentage of females in senior manager positions is determined by women in the position of Senior
Manager, Head of and Executive roles as per IAG's organisational siructure.

Workplace giving programme .
The doilars contributed by siaff throuah our pavroll deduction scheme.




9 November 2005
AN

Manager, Company Announcements Office A . A\
Australian Stock Exchange Limited A B
Level 4, Exchange Centre .
20 Bridge Strest L NUY 208 2005
SYDNEY NSW 2000 F

| N
Dear Sir/Madam X

INSURANCE AUSTRALIA GROUP LIMITED (‘IAG’)
ANNUAL GENERAL MEETING POLL RESULTS
Annual General Meeting Poll Results
At the Annual General Meeting of shareholders held today, polls were heid on all
items of business as set out in the Notice of Meeting dated 9 September 2005.
The Returning Officer has advised that the results of the polls are as follows:

Election of Directors

Resolution 1: To consider and, if thought fit, pass the following resolution as an
ordinary resolution:

“Election of a Director, M John Astbury”
The motion was passed as an ordinary resolution.

Resolution 2: To consider and, if thought fit, pass the following resolution as an
ordinary resolution:

“Election of a Director, Mr Geoff Cousins”
The motion was passed as an ordinary resolution.

Resolution 3: To consider and, if thought fit, pass the following resolution as an
ordinary resolution:

“Election of a Director, Mr Rowan Ross”

The motion was passed as an ordinary resolution.

22 - 34821
Insurance Australia
Group Limited
ABN 60 090 739 923
388 George Street
Sydney NSW 2000
Teleohone 02 9292 9222
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IAG
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Non-Executive Directors’ Fees

Resolution 4: To consider and, if thought fit, pass the following resolution as an
ordinary resolution:

“ For the purposes of Australian Stock Exchange Listing Rule 10.17
and Article 12.12 of the Constitution of the Company, that the
maximum aggregate remuneration payable to non-executive
Directors be increased by $500,000 to $2,000,000 per annum.”

The motion was passed as an ordinary resolution.

Amendment to Constitution

Resolution 5: To consider and, if thought fit, pass the following resolution as an
special resolution:

“That the Company’s Constitution be amended by deleting Article
12.7 and replacing it with the following new Article 12.7:

A person, other than a person declared eligible by Article 12.4 or
12.10, is not eligible for election as a Director at a general meeting
of the Company uniess a nomination signed by the nominee has
been lodged at the Registered Office at least 55 business days
before the general meeting or such shorter period as the Directors
determine.”

The motion was passed as an special resolution.

Remuneration Report

Resolution 6: To consider and, if thoUght fit, pass the following resolution as an
ordinary resolution:

“That the Company’s Remuneration Report for the financial year
ended 30 June 2005 be adopted.”

The motion was passed as an ordinary resolution.

The results of the proxy voting on the polls carried out in respect of each of the
above resolutions are set out on Schedule A attached to this letter.

Yours sincerely
Anne O’Driscoll
Group Company Secretary &

Head of Investor Relations

Attachment (1 page)
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10 November 2005 -

Manager, Company Announcements Office
Australian Stock Exchange Limited

Level 4, Exchange Centre = ’
20 Bridge Street Ve
SYDNEY NSW 2000 {

Dear Sir/Madam
INSURANCE AUSTRALIA GROUP LIMITED (‘IAG’) .

AMENDED CONSTITUTION

Attached is IAG’s constitution that has been amended following approval by
shareholders at yesterday’s Annual General Meeting of an amendment relating to

the nomination period for the election of directors.
Yours sincerely

Anne O’Driscoll '

Group Company Secretary &

Head of Investor Relations

Attachment (49 pages)
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1 Preliminary

Corporations Act 2001 (Cwlth)

Constitution

of

INSURANCE AUSTRALIA GROUP LIMITED

a company limited by shares

ACN 090 739 923

Definitions

1.1

The following words have these meanings in this Constitution unless
the contrary intention appears.

Alternate Director means a person appointed as an alternate director
under Article 14.6.

Article means an Article of this Constitution.

ASX means Australian Stock Exchange Limited.

ASIC means the Australian Securities & Investments Commission.
Auditor means the appointed auditor of the Company.

CHESS means Clearing House Electronic Subregister System.

CHESS Approved Securities means securities of the Company which
are approved by SCH in accordance with the SCH Business Rules.

Company means Insurance Australia Group Limited.

Constitution means this Constitution as amended from time to time,
and a reference to an Article has a corresponding meaning.

Corporate Records means:

(a) all written communication to the Directors from the Company
and any subsidiary including, but not limited to, monthly
management reports, board papers, submissions, minutes,
letters, memoranda, board sub-committee papers and other
documents made available to the Directors or referred to in any
of the above documents;

)] periodic and management accounts, forecasts and budgets;
(c) corporate and tax returns, statutory registers and records,
of the Company and any subsidiary.

Corporations Act means the Corporations Act 2001 (Cwlth).



Director means a person holding office as a director of the Company,
and where appropriate includes an Alternate Director.

Directors means all or some of the Directors acting as a board.

Executive Director means a person appointed as an executive director
under Article 14.27.

Listing Date means the day on which shares in the Company were
first quoted by ASX.

Listing Rules means the Listing Rules of ASX and any other rules of
ASX which are applicable while the Company is admitted to the
Official List of ASX, each as amended or replaced from time to time,
except to the extent of any express written waiver by ASX.

Managing Director means a person appointed as a managing director
under Article 14.27.

Member means a person entered in the Register as a member of the
Company.

Operating Rules means the operating rules of the Prescribed CS
Facility, within the meaning of the Corporations Act.

Prescribed CS Facility has the same meaning as in the Corporations
Act. ‘

Prescribed Interest Rate means the rate determined by the Directors
for the purpose of this Constitution, and in the absence of a
determination means 10% per annum.

Register means the register of members of the Company under the
Corporations Act and if appropriate includes a branch register.

Registered Office means the registered office of the Company.

Representative means a person appointed to represent a corporate
Member at a general meeting of the Company in accordance with the
Corporations Act.

Restriction Agreement means a restriction agreement within the
meaning and for the purposes of the Listing Rules.

SCH means ASX Settlement and Transfer Corporation Pty Limited.

. SCH Business Rules means the Business Rules made by SCH, and in
Articles 2.11, 5.2 and 5.4, the Operating Rules of any other Prescribed
CS Facility to the extent they are applicable.

Secretary means a person appointed under Article 15.1 as secretary of
the Company, and where appropriate includes an acting secretary and a
person appointed by the Directors to perform all or any of the duties of
a secretary of the Company.

Section means a section of the Corporatyio‘ns Act.




Interpretation

1.2

1.3

14

State means the State or Territory in which the Company is for the
time being registered.

In this Constitution unless the contrary intention appears:

@

(®

(©)
(d)

(e)

®

(2

(h)

®

words importing any gender include all other genders;

the word person includes a firm, a body corporate, a
partnership, a joint venture, an unincorporated body or
association or an authority;

the singular includes the plural and vice versa;

a reference to a law includes regulations and instruments made
under the law;

a reference to a law or a provision of a law includes
amendments, re-enactments or replacements of that law or the
provision, whether by the State or the Commonwealth of
Australia or otherwise;

a power, an authority or a discretion reposed in a Director, the'
Directors, the Company in general meeting or a Member may
be exercised at any time and from time to time;

a reference to an amount paid on a share includes an amount
credited as paid on that share;

where, by a provision of this Constitution, a document
including a notice is required to be sent or signed, that
requirement may be satisfied in relation to an electronic
communication of the document in any manner permitted by
law or by any State or Commonwealth law relating to
electronic transmissions or in any other manner approved by
the Directors; and

“writing” and “written” includes printing, typing and other
modes of reproducing words in a visible form including,
without limitation, any representation of words in a physical
document or in an electronic communication or form or
otherwise.

Unless the contrary intention appears in this Constitution, an
expression has, in a provision of this Constitution that deals with a

- matter dealt with by a particular provision of the Corporations Act, the

same meaning as in that provision of the Corporations Act.

(a)

(b

Headings are inserted for convenience and are not to affect the
interpretation of this Constitution.

This Constitution is divided into Parts.



Replaceable rules not to apply

1.5
Currency'

1.6

1.7
Listing Rules’

1.8

The provisions of the Corporations Act that apply as replaceable rules
are displaced by this Constitution and accordingly do not apply to the
Company.

The Directors may:

(a) differentiate between Members as to the currency in which any
amount payable to a Member is paid (whether by way of or on
account of dividends, repayment of capital, participation in
surplus property of the Company or otherwise);

(b) determine to pay a distribution in a currency other than
Australian dollars and the amount payable may be converted
from an amount in Australian dollars or to an amount in
Australian dollars in any manner, at any time and at any
exchange rate as the Directors think fit; and

(c) in deciding the currency in which a payment is to be made to a
Member, have regard to the registered address of the Member,
the register on which a Member’s Shares are registered and
any other matters as the Directors consider appropriate.

Notwithstanding Article 1.6, where an amount is payable by the
Company to the holder of a preference share in a currency other than
Australian dollars, and the amount is not paid when due or the
Company has commenced winding up, the holder may give notice to
the Company requiring payment of an amount in Australian dollars
equal to the foreign currency amount calculated by applying the
reference rate for the sale of the foreign currency. Reference rate
means the rate applicable in the market at the time set by the Directors
under the terms of issue of the preference shares.

If, and for so long as, the Company is admitted to the Official List of
ASX, the following clauses apply:

(a) notwithstanding anything contained in this Constitution, if the
Listing Rules prohibit an act being done, the act shall not be
done;

b) nothing contained in this Constitution prevents an act being
done that the Listing Rules require to be done;

(©) if the Listing Rules require an act to be done or not to be done,
authority is given for that act to be done or not to be done (as
the case may be);

(d) if the Listing Rules require this Constitution to contain a
provision and it does not contain such a provision, this
Constitution is deemed to contain that provision,

(e) if the Listing Rules require this Constitution not to contain a
provision and it contains such a provision, this Constitution is
deemed not to contain that provision; and



(®

if any provision of this Constitution is or becomes inconsistent
with the Listing Rules, this constitution is deemed not to
contain that provision to the extent of the inconsistency.

2 Share capital and variation of rights

Directors to issue shares

Preference shares®

2.1

22

Subject to the Corporations Act, the Listing Rules, this Constitution
and any special rights conferred on the holders of any shares or class
of shares:

(2)

(b)

(©)

(a)

(®

(©)

the issue of shares in the Company is under the control of the
Directors and the Directors may issue or dispose of shares to

. such persons at such times and on such terms and conditions

and having attached to them such preferred, deferred or other
special rights or such restrictions, whether with regard to
dividend, voting, return of capital or otherwise as the Directors
think fit;

the Directors may grant to any person an option over shares or
pre-emptive rights during such time and for such consideration
as they think fit; and

the Directors have the right to settle the manner in which
fractions of a share, however arising, are to be dealt with.

The Company may issue preference shares and issued shares
may be converted into preference shares provided that the
rights of the holders of the preference shares with respect to
the repayment of capital, participation in surplus assets and
profits, cumulative or non-cumulative dividends, voting and
priority of payment of capital and dividends in relation to other
shares or other classes of preference shares are:

1) set out in schedule 1; or

(ii) approved by a resolution of the Company in
accordance with the Corporations Act.

The rights of holders of preference shares issued by the
Company otherwise than pursuant to schedule 1, but in
accordance with the Corporations Act, are determined by the
terms of issue of the preference shares and the relevant
resolution of the Company, and are not determined by or
affected by the rights set out in schedule 1.

Subject to the Corporations Act and the Listing Rules, the
Company may issue preference shares which are, or are at the -
option of the Company to be liable, to be redeemed or to be
converted into other shares on such conditions and in such a
manner as the Directors decide under the terms of issue of the
preference shares.



Variation of rights
2.3

24

2.5

Recognition of interests
2.6

27

(@ Subject to the Corporations Act and the Listing Rules, the
Company may issue any combination of fully paid, partly paid
or unpaid preference shares.

(e) Notwithstanding this Article 2.2 and schedule 1, the Company
may not issue a preference share that confers on the holder
rights that are inconsistent with those specified in the Listing
Rules, except to the extent of any waiver or modification of the
Listing Rules by ASX.

If the share capital is divided into different classes of shares, the rights
attached to a class, unless otherwise provided by the terms of issue of
the shares of that class, may be varied or cancelled in any way with:

(a) the consent in writing of the holders of at least three-quarters
of the issued shares of that class; or

) the sanction of a special resolution passed at a separate
meeting of the holders of the shares of that class.

The rights conferred on the holders of the shares of any class are not to
be taken as varied by the issue of further shares ranking equally with
the first-mentioned shares unless otherwise:

(a) expressly provided by the terms of issue of the first-mentioned
shares; or

b) required by the Corporations Act or the Listing Rules.

The provisions-of this Constitution relating to general meetings apply
so far as they are capable of application and with any necessary
changes to every separate meeting of the holders of a class of shares
except that:

(a) a quorum is constituted by at least 2 persons who, between
them, hold or represent one-third of the issued shares of the

 class (unless only one person holds all of the shares of the

class, in which case that person constitutes a quorum); and

b) any holder of shares of the class, present in person or ~by pIroxy, -
: or attorney or Representative, may demand a poll.

The Company is not required to recognise a person as holding a share
on any trust, whether or not it has notice of the trust, except as required
by law. '

The Company is not required to recognise any equitable, contingent,
future or partial interest in any share or unit of a share or any other
right in respect of a share except an absolute right of ownership in the
registered holder, whether or not it has notice of the interest or right
concerned, except as required by law.




Joint holders of shares

Confirmation of holdings

3  Lien

2.8

29

2.10

2.11

2.12

2.13

Where 2 or more persons are registered as the joint holders of shares
then they are deemed to hold the shares as joint tenants with rights of
survivorship.

The Company is not bound:

(a) to register more than 3 persons as joint holders of a share; or

{b) to issue more than 1 certificate or holding statement in respect
of shares jointly held.

The Company must, however, include the names of all joint holders on
all certificates, holding statements and mailings of or by the Company.

Any certificate for shares must be issued and despatched in accordance
with the Corporations Act and the Llstlng Rules.

Subject to the Listing Rules and SCH Business Rules the Company
may elect that all shares or any class of shares may only be held as
uncertificated holdings.

Subject to the Corporations Act:

(a) the Directors may in their absolute discretion decide whether
to issue a certificate or holding statement to a Member for
shares registered in the Member’s name; and

b) no Member is entitled to receive a certificate or holding
statement for shares.

Without limiting Article 2.12, all shares issued prior to the Listing

" Date are issued on the condition that the Directors are not required to

issue certificates or holding statements in respect of those shares unless
and until the Directors consider it necessary or convenient to do so in
connection with listing on ASX or quotation of shares.

Lien on share

3.1

The Company has a first and paramount lien on every share for:

(a) all due and unpaid calls and instalments in respect of that
share;

(b) all money which the Company has been called on by law to
pay, and has paid, in respect of that share;

" (c) interest at the Prescribed Interest Rate on the amount due from

the date it becomes due until payment; and

(d reasonable expenses of the Company in respect of the default
on payment.



Sale under lien

Transfer on sale under lien

Proceeds of sale

3.2

33

3.4

35

3.6

3.7

3.8

3.9

3.10

3.11

3.12

The Company also has a first and paramount lien on each share
registered in the name of the Member for all money payable to the
Company by a Member under loans made under an employee incentive
scheme and the lien extends to all dividends from time to time
declared, paid or made in respect of that share.

A lien under Article 3.1 or 3.2 extends to all dividends from time to
time declared, paid or made in respect of that share.

Nothing in this Constitution prejudices or affects any right or remedy
which any law may confer on the Company and as between the
Company and every Member, Member’s executors, administrators and
estate wherever constituted or situated any right or remedy which any
law confers on the Company is enforceable by the Company.

The Directors may at any time exempt a share wholly or in part from
the provisions of Articles 3.1, 3,2 and 3.3.

The Company’s lien on a share is extinguished if a transfer of the share
is registered without the Company giving notice of the lien to the
transferee.

Subject to Article 3.8, the Company may sell, in any manner the
Directors think fit, any share on which the Company has a lien.

A share on which the Company has a lien may not be sold by the
Company unless:

(a) a sum in respect of which the lien exists is presently payable;
and

(b) the Company has, not less than 14 days before the date of sale,
given to the registered holder of the share or the person entitled
to the share by reason of the death or bankruptcy of the
registered holder, a notice in writing setting out, and
.demanding payment of, such part of the amount in respect of
which the lien exists as is presently payable.

For the purpose of giving effect to a sale under Article 3.7, the
Company may receive the consideration, if any, given for the share so
sold and may execute a transfer of the share sold in favour of the
purchaser of the share, or do all such other things as may be necessary
or appropriate for it to do to effect the transfer.

The Company must register the purchaser as the holder of the share
comprised in any such transfer and the purchaser is not bound to see to
the application of the purchase money.

The title of the purchaser to the share is not affected by any irregularity
or invalidity in connection with the sale of the share.

The proceeds of a sale under Article 3.7 must be applied by the
Company in payment of the amount in respect of which the lien exists



as is presently payable, and the residue, if any, must be paid to the
person entitled to the share immediately before the sale.

Company’s right to recover payments'”

3.13

A Member must reimburse the Company on demand in writing for all
payments the Company makes to a government or taxing authority in
respect of the Member, the death of a Member or the Member’s shares
or any distributions on the Member’s shares, including dividends,
where the Company is either:

(a) obliged by law to make the relevant payment; or

®) advised by a lawyer qualified to practice in the jurisdiction of
the relevant government or taxing authority that the Company
is obliged by law to make the relevant payment.

The Company is not obliged to advise the Member in advance of its
intention to make the payment.

4 Calls on shares

Directors to make calls
4.1

4.2
4.3

Time of call

4.4

Members’ liability

45

4.6

4.7

Interest on default
4.8

The Directors may make calls on a Member in respect of any money
unpaid on the shares of that Member, if the money is not by the terms
of issue of those shares made payable at fixed times.

A call may be made payable by instalments.

The Directors may revoke or postpone a call.

A call is to be deemed to be made at the time when the resolution of
the Directors authorising the call is passed.

Each Member must upon receiving not less than 30 business days
notice specifying the time or times and place of payment, pay to the
Company at the time or times and place so specified the amount called
on that Member’s shares.

The joint holders of a share are jointly and severally liable to pay all
calls in respect of the share.

The non-receipt of a notice of any call by, or the accidental omission to
give notice of a call to, a Member does not invalidate the call.

If a sum called in respect of a share is not paid before or on the day
appointed for payment of the sum, the person from whom the sum is
due must pay interest on the sum to the time of actual payment at the
Prescribed Interest Rate. The Directors may waive payment of that
interest wholly or in part.

Fixed instalments deemed calls

4.9

Subject to any notice requirements under the Listing Rules, any sum
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at a fixed date, is deemed for the purposes of this Constitution to be a
call duly made and payable on the date on which by the terms of issue
the sum becomes payable, and, in case of non-payment, all the relevant
provisions of this Constitution as to payment of interest and expenses,
forfeiture or otherwise apply as if the sum had become payable by
virtue of a call duly made and notified.

Differentiation between shareholders as to calls
4,10  The Directors may, on the issue of shares, differentiate between the
holders as to the amount of calls to be paid and the times of payment.

Prepayment of calls
4.11  The Directors may accept from a Member the whole or a part of the
amount unpaid on a share although no part of that amount has been
called.

4.12  The Directors may authorise payment by the Company of interest on
the whole or any part of an amount so accepted, until the amount
becomes payable, at such rate, not exceeding the Prescribed Interest-
Rate, as is agreed on between the Directors and the Member paying the
sum.

5 Transfer of shares

Forms of instrument of transfer
' 5.1 Subject to the Listing Rules and to this Constitution, shares in the
Company are freely transferable and a Member may transfer all or any
of the Member’s shares:

(a) by instrument in writing in any usual or common form or in
any other form that the Directors approve;

(b) in accordance with Article 5.2; or

{©) by any other method of transfer approved by the Directors.

Registration procedure’
52

() The Company may participate in any computerised or
electronic share registration and transfer system in accordance
with the Corporations Act, the Listing Rules and the SCH
Business Rules, or the corresponding laws and rules of a
foreign jurisdiction, to the extent they are applicable.

(b) If the Company participates in systems of the kind described in
Article 5.2(a), shares may be transferred in accordance with
the rules and procedures of the applicable system.

5.3 If an instrument of transfer is to be used to transfer a share in
accordance with Article 5.1(a):

(a) the instrument of transfer must be executed by or on behalf of
both the transferor and the transferee unless it is a sufficient
transfer of marketable securities within the meaning of the
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54

5.5

(b) the instrument of transfer must be left for registration at the
share registry of the Company, accompanied by the
information the Directors properly require (if any) to show the
right of the transferor to make the transfer,

and in that event the Company must, subject to the powers vested in
the Directors by this Constitution, register the transferee as a holder of
the share.

Except as provided by the Corporations Act, the Listing Rules and the
SCH Business Rules or the rules of any other applicable system of the
kind referred to in Article 5.2(a), a transferor of a share remains the
holder of the shares transferred until the transfer is registered and the
name of the transferee is entered in the Register in respect of the share
and a transfer of a share does not pass the right to any dividends
declared on the share until registration.

The Company must register all registrable transfer forms, split
certificates, renunciations and transfers, issue certificates and _
transmission receipts and mark or note transfer forms without charge
except where the issue of a certificate is to replace a lost or destroyed
certificate.

Directors’ powers to apply a holding lock and to'decline to register"

5.8

59

5.10

If permitted to do so by the Listing Rules the Directors may:

(a) request SCH to apply a holding lock to prevent a transfer of
CHESS Approved Securities registered on the CHESS

subregister; or

(b) decline to register a transfer of shares in the Company to which
paragraph (a) does not apply. :

The Directors must:

(a) request SCH to apply a holding lock to prevent transfer of
CHESS Approved Securities registered on the CHESS
subregister; or

(b) decline to register any transfer of shares in the Company to
which paragraph (a) does not apply;

if:
(c) the Listing Rules require the Company to do so; or

(d) the transfer is in breach of the Listing Rules or a Restriction
Agreement.

If in the exercise of their rights under Articles 5.8 and 5.9 the Directors
request application of a holding lock to prevent a transfer of CHESS
Approved Securities or refuse to register a transfer of a security they
must give written notice to the holder of the security of the refusal to
the transferee and the broker lodging the transfer, if any. Failure to
give such notice does not invalidate the decision of the Directors.
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7 Transmission of shares-

Transmission of shares on death of holder

7.1

In the case of the death of a Member:

(a) the survivor or survivors where the deceased was a joint
holder; and

(b)  the legal personal representatives of the deceased where the
deceased was a sole holder,

are the only persons recognised by the Company as having any title to
the deceased’s interest in shares held by that Member. Nothing in this
Article 7.1 releases the estate of a deceased joint holder from any
liability in respect of a share held jointly by the deceased with other
persons.

Right to registration on death, bankruptcy or mental incapacity

72

7.3

74

7.5

Effect of transmission
7.6

Subject to any applicable legislation, a person becoming entitled toa
share in consequence of the death, bankruptcy or mental incapacity of
a Member may, on such information being produced as is properly
required by the Directors, either elect to be registered as holder of the
share or nominate another person to be registered as the transferee of
the share. Where the surviving joint holder becomes entitled to a share
in consequence of the death of a Member the Directors must, on -
satisfactory evidence of that death being produced to them, direct the
Register to be altered accordingly.

If the person becoming entitled elects to be registered as holder of the
share under Article 7.2, the person must deliver or send to the
Company a notice in writing signed by the person, in such form as the
Directors approve, stating that the person so elects.

If the person becoming entitled nominates another person to be
registered as the transferee of the share under Article 7.2, the person
must execute a transfer of the share to the other person.

All the limitations, restrictions and provisions of this Constitution
relating to the right to transfer, and the registration of transfer of,
shares are applicable to any such notice or transfer as if the death,
bankruptcy or mental incapacity of the Member had not occurred and
the notice or transfer was a transfer signed by that Member.

If the registered holder of a share dies, or becomes bankrupt or
mentally incapacitated, the personal representative or the trustee of the
estate of the registered holder, as the case may be, is, on the production
of such information as is properly required by the Directors, entitled to
the same dividends, distributions and other advantages, and to the
same rights, whether in relation to meetings of the Company, or to
voting or otherwise, as the registered holder would have been entitled
to if the registered holder had not died, or become bankrupt or
mentally incapacitated.
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7.7 If 2 or more persons are jointly entitled to any share in consequence of
the death of the registered holder, they are, for the purpose of this
Constitution, deemed to be joint holders of the share.

8 | Forfeiture of shares

Notice requiring payment of call
8.1 If a Member fails to pay a call or instalment of a call on the day

appointed for payment of the call or instalment, the Directors may, at
any time afterwards during such time as any part of the call or
instalment remains unpaid, serve a notice on the Member requiring
payment of so much of the call or instalment as is unpaid, together
with any interest that has accrued and all costs and expenses that may
have been incurred by the Company by reason of that non-payment.

8.2 The notice must name a further day, not earlier than the expiration of
14 days from the date of service of the notice, on or before which the
payment required by the notice is to be made and must state that, in the
event of non-payment at or before the time appointed, the shares in
respect of which the call was made will be liable to be forfeited.

Forfeiture for failure to comply with notice
83 A share in respect of which the notice under Article 8.1 has not been
complied with may at any time, before the payment required by the
notice has been made, be forfeited by a resolution of the Directors to
that effect.

8.4 A forfeiture under Article 8.3 includes all dividends and other
distributions declared or to be made in respect of the forfeited shares
and not actually paid or distributed before the forfeiture.

8.5 Subject to the Corporations Act a share forfeited under Article 8.3 may
be sold, re-issued or otherwise disposed of to whom and on such terms
as the Directors think fit.

8.6 If any share is forfeited under Article 8.3 notice of the forfeiture must
be given to the Member holding the share immediately prior to the
forfeiture and an entry of the forfeiture and its date must be made in
the Register. '

8.7  The Directors may accept the surrender of any share which they are
entitled to forfeit on such terms as they think fit and any share so
surrendered is deemed to be a forfeited share.

Cancellation of forfeiture
8.8 At any time before a sale or disposition of a share, the forfeiture of that

share may be cancelled on such terms as the Directors think fit.

Effect of forfeiture on former holder’s liability
8.9 A person whose shares have been forfeited:

(a) ceases to be a Member in respect of the forfeited shares and
loses all entitlement to dividends and other distributions or
entitlements on the shares; and
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(b) remains liable to pay the Company all money that, at the date
of forfeiture, was payable by that person to the Company in
respect of the shares, plus interest at the Prescribed Interest
Rate from the date of forfeiture and also reasonable expenses
of sale.

Evidence of forfeiture
8.10 A statement in writing declaring that the person making the statement
is a Director or a Secretary of the Company, and that a share in the
Company has been forfeited in accordance with this Constitution on
the date stated in the statement, is prima facie evidence of the facts
stated in the statement as against all persons claiming to be entitled to
the share.

Transfer of forfeited share
8.11  The Company may receive the consideration (if any) given for a
forfeited share on any sale or disposition of the share and may execute
or effect a transfer of the share in favour of the person to whom the
share is sold or disposed of.

8.12  On the execution of the transfer, the transferee must be registered as
the holder of the share and is not bound to see to the application of any
money paid as consideration.

8.13  The title of the transferee to the share is not affected by any irregularity
or invalidity in connection with the forfeiture, sale or disposal of the
share.

Forfeiture applies to non-payment of instalment
8.14  The provisions of this Constitution as to forfeiture apply in the case of
non-payment of any sum that, by the terms of issue of a share,
becomes payable at a fixed time, as if that sum had been payable by
virtue of a call duly made and notified.

10  General meetings-

Annual general meeting
10.1  Annual general meetings of the Company are to be held in accordance
with the Corporations Act.

Convening general meeting v
10.2  The Directors may convene a general meeting of the Company
whenever they think fit.

10.3  The Directors must convene and arrange to hold a general meeting if
" required by Members to do so under the Corporations Act.

Notice of general meeting :
10.4  Notice of a meeting of Members must be given in accordance with the
Corporations Act. :

10.5 In computing the period of notice under Article 10.4, both the day on
which the notice is given or taken to be given and the day of the
meeting convened by it are to be disregarded.
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10.7

10.8

(a) must set out the place, date and time of meeting, and state the
general nature of the business to be dealt with at the meeting
and, if the meeting is to be held in 2 or more places, the
technology that will be used to facilitate the holding of the
meeting in that manner;

(b) must state that:

(1) a Member who is entitled to attend and cast a vote at
the meeting has a right to appoint a proxy;

(ii) a proxy need not be a Member; and

(i)  a Member who is entitled to cast 2 or more votes may
appoint 2 proxies and may specify the proportion or
number of votes which each proxy is appointed to
exercise; '

© must specify a place and a fax number for the purposes of .
receipt of proxy appointments; and

(d) may specify an electronic address for the purposes of receipt of
proxy appointments. :

If a special resolution is to be proposed, the notice of meeting must set
out an intentjon to propose the special resolution and state the
resolution.

The non-receipt of notice of a general meeting by, or the accidental
omission to give notice of a general meeting to, a person entitled to
receive notice does not invalidate any resolution passed at the general
meeting.

Postponement or cancellation of meeting

10.9

10.10

10.11

Where a meeting of Members (including an annual general meeting) is
convened by the Directors they may, whenever they think fit, cancel
the meeting or postpone the holding of the meeting to a date and time
determined by them.

Notice of cancellation or postponement of a general meeting must:

(a) be given to each Member individually and to each other person
entitled to be given notice of that meeting under the
Corporations Act or this Constitution ; and

(b) state the reason for cancellation or postponemerit.

Notice of postponement of the holding of a general meeting must
specify: ’

@) the postponed date and time for the holding of the meeting;

(b) a place for the holding of the meeting which may be either the
same as or different from the place specified in the notice
convening the meeting; and
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10.12

10.13

10.14

10.15

10.16

(¢) . if'the meeting is to be held in 2 or more places, the technology
that will be used to facilitate the holding of the meeting in that
manner. '

The number of clear days from the giving of a notice postponing the
holding of a general meeting to the date specified in that notice for the
holding of the postponed meeting must not be less than the number of
clear days notice required to be given by this Constitution or the
Corporations Act of the general meeting.

The only business that may be transacted at a general meeting the
holding of which is postponed is the business specified in the notice
convening the meeting.

The accidental omission to give notice of the cancellation or
postponement of a meeting to, or the non-receipt of any such notice by,
a Member or person entitled to notice does not invalidate that
cancellation or postponement or any resolution passed at a postponed
meeting.

Where:

(a) by the terms of an instrument appointing a proxy or attorney or
of an appointment of a Representative, a proxy or an attorney
or a Representative is authorised to attend and vote at a general
meeting to be held on a specified date or at a general meeting
or general meetings to be held on or before a specified date;
and

b) the holding of the meeting is postponed to a date later than the
date specified in the instrument of proxy, power of attomey or
appointment of Representative,

then, by force of this Article, that later date is substituted for and
applies to the exclusion of the date specified in the instrument of
proxy, power of attorney or appointment of representative unless the
Member appointing the proxy, attorney or representative gives to the
Company at its registered office notice in writing to the contrary not
less than 48 hours before the time to which the holding of the meeting
has been postponed.

Articles 10.9 to 10.15 (both inclusive) do not apply to a general
meeting convened in accordance with the Corporations Act:

(a) by a single Director;
(b) by the Directors on the request of Members;
() by Members; or

(d). by a court.
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11 Proceedings at general meetings

Membership at a specified time

11.1

Representation of Member

11.2

11.3

Quorum
114

115

11.6 -

11.7

The Directors may determine, for the purposes of a particular general
meeting, that all the shares that are quoted on ASX at a specified time
before the meeting are taken to be held at the time of the meeting by
the persons who hold them at the specified time. The determination
must be made and published in accordance with the Corporations Act.

A Member may be present and vote in person or may be represented at
any meeting of the Company by:

(@)  proxy;
(b) attorney; or

() in the case of a body corporate which is a Member, a
Representative.

Unless the contrary intention appears, a reference to a Member in
Article 11 means a person who is a Member, a proxy or attorney of
that Member or a Representative of that Member.

Subject to Article 11.7, 25 Members present in person or by proxy,
attorney or Representative are a quorum at a general meeting.

An item of business may not be transacted at a general meeting unless
a quorum is present when the meeting proceeds to consider it. Ifa
quorum is present at the beginning of a meeting it is to be deemed
present throughout the meeting unless the chair of the meeting on the
chair’s own motion or at the request of a Member, proxy, attorney or
Representative who is present declares otherwise.

If within 15 minutes after the time appointed for a meeting a quorum is
not present, the meeting:

(a) if convened by a Director, or by, or at the request of, Members,

is dissolved; and

b) in any other case stands adjourned to the same day in the next
week and the same time and place, or to such other day, time
and place as the Directors appoint by notice to the Members
and others entitled to notice-of the meeting.

At a meeting adjourned under Article 11.6(b), 2 persons each being a
Member, proxy, attorney or Representative present at the meeting are a
quorum and, if a quorum is not present within 15 minutes after the
time appointed for the adjourned meeting, the meeting is dissolved.

Appointment and powers of chair of general meeting

11.8

If the Directors have elected 1 of their number as chair of their
meetings, that person is entitled to preside as chair at a general
meeting.
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(a) a chair has not been elected by the Directors; or

(b) the elected chair is not present within 15 minutes after the time
appointed for the holding of the meeting or is unable or
unwilling to act,

the following may preside as chair of the meeting (in order of
precedence): the Deputy Chair (if any); a Director chosen by a
majority of the Directors present; the only Director present; a Member
chosen by a majority of the Members present in person or by proxy,
attorney or Representative.

Conduct of general meetings
11.10 The chair of 2 general meeting:

(a) has charge of the general conduct of the meeting and of the
procedures to be adopted at the meeting;

(b) may require the adoption of any procedure which is in the
chair’s opinion necessary or desirable for proper and orderly
debate or discussion and the proper and orderly casting or
recording of votes at the general meeting; and

© may, having regard where necessary to the Corporations Act,
terminate discussion or debate on any matter whenever the
chair considers it necessary or desirable for the proper conduct
of the meeting, '

and a decision by the chair under this Article is final.

Adjournment of general meeting ‘

11.11 The chair of a general meeting may at any time during the course of
the meeting adjourn from time to time and place to place the meeting
or any business, motion, question or resolution being considered or
remaining to be considered by the meeting or any debate or discussion
and may adjourn any business, motion, question, resolution, debate or
discussion either to a later time at the same meeting or to an adjourned
meeting. In exercising the discretion conferred by this Article, the
chair may, but need not, seek the approval of the Members present; but
unless otherwise required by the chair, no vote may be taken or
demanded by the Members present in respect of any adjournment. No
business may be transacted at any adjourned meeting other than the
business left unfinished at the meeting from which the adjournment
took place.

11.12  When a meeting is adjourned for 1 month or more, notice of the
adjourned meeting must be given as in the case of an original meeting.

11.13  Except as provided by Article 11.12, it is not necessary to give any
notice of an adjournment or of the business to be transacted at any
adjourned meeting. :

11.14 A demand for a poll does not prevent the continuance of the meeting
for the transaction of any business other than the question on which the
poll has been demanded.
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Voting on a resoluti

11.15

on
11.16

11.17

A resolution passed at a meeting resumed after an adjournment is
passed on the day it was passed.

At any general meeting a resolution put to the vote of the meeting must
be decided on a show of hands unless a poll is demanded in accordance
with the Corporations Act.

Unless a poll is properly demanded and the demand is not withdrawn,
a declaration by the chair that a resolution has on a show of hands been
carried or carried unanimously, or by a particular majority, or lost, and
an entry to that effect in the book containing the minutes of the

" proceedings of the Company, is conclusive evidence of the fact.

Neither the chair nor the minutes need state and it is not necessary to
prove the number or proportion of the votes recorded in favour of or
against the resolution.

Questions decided by majority

Poll

11.18

11.19

11.20

11.21

Subject to the requirements of the Corporations Act, a resolution is
taken to be carried if a simple majority of the votes cast on the
resolution are in favour of it.

If a poll is properly demanded, it must be taken in the manner and at
the date and time directed by the chair and the result of the poll is the
resolution of the meeting at which the poll was demanded.

A poll demanded on the election of a chair or on a question of
adjournment must be taken immediately.

A demand for a poll may be withdrawn.

Equality of votes - chair has no casting vote

Entitlement to vote

11.22

- 11.23

If there is an equality of votes, either on a show of hands or on a poll,
the chair of the meeting is not entitled to a casting vote in addition to
any votes to which the chair is entitled as a Member or proxy or
attorney or Representative.

Subject to any rights or restrictions for the time being attached to any
class or classes of shares and to this Constitution:

(a) on a show of hands, each Member present in person and each
other person present as a proxy, attorney or Representative of a
Member (or in more than 1 of those capacities) has 1 vote; and

®) on a poll every person present who is a Member or proxy,
attorney or Representative has: '

o for each fully paid share that the person holds or
represents - 1 vote; and

(i) for each share other than a fully paid share that the
person holds or represents - that proportion of 1 vote
that the amount paid (not credited) on the share bears
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Payments on shares
11.24

Joint shareholders’ vote
11.25

to the total amounts paid and payable on the share
{excluding amounts credited),

but a person is not entitled to vote at a general meeting in respect of
shares which are the subject of a current Restriction Agreement for so
long as any breach of that agreement subsists.

For the purposes of Article 11.23:

(a) a share is taken to be a fully‘paid share only if all amounts paid
and payable on the share have been paid or credited as paid,
and

(b) any amount paid or credited as paid on a share in advance of a
call is not to be taken as paid or credited as paid on the share.

If 2 or more joint holders of a share in the Company purport to vote in
respect of that share on a resolution, the vote of those joint holders will
only be valid for the relevant resolution in respect of that share if the
joint holders vote in the same way.

Vote of shareholder of unsound mind

- 11.26

Effect of unpaid cal
: 11.27

If a Member 1s of unsound mind or is a person whose person or estate
is liable to be dealt with in any way under the law relating to mental
health then the Member’s committee or trustee or such other person as
properly has the management of the Member’s estate may exercise any
rights of the Member in relation to a general meeting as if the
committee, trustee or other person were the Member.

A Member is not entitled to cast a vote at a general meeting attached to
a share on which a call is due and payable and has not been paid.

Objection to voting qualification

11.28

Appointment of proxy
11.29

An objection may not be raised to the right of a person to attend or
vote at the meeting or adjourned meeting except at that meeting or
adjourned meeting. Any such objection must be referred to the chair
of the meeting, whose decision is final. A vote not disallowed under
such an objection is valid for all purposes.

An appointment of a proxy is valid even if it does not contain the
Company’s name.

Director entitled to speak at meeting

11.30

12  The Directors

A Director is entitled to speak at all general meetings and all separate
general meetings of the holders of any class of shares in the capital of

the Company.

Number of Directors
12.1

The number of Directors is to be not less than 3 nor more than:
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12.2

Rotation of Directors
12.3

12.4

12.5

12.6

12.7

(a) 12; or

(b) any lesser number than 12 as is determined by the Directors
from time to time, but the number so determined at a particular
time must not be less than the number of Directors when the
determination takes effect.

The Directors in office at the time of adoption of this Constitution
continue in office subject to this Constitution.

The Company in general meeting may by resolution increase or reduce
the number of Directors, and may also determine the rotation in which
the increased or reduced number is to retire from office.

At each annual general meeting one-third of the Directors for the time
being, or, if their number is not 3 nor a multiple of 3, then the number
nearest one-third, and any other Director not in such one-third who has
held office for 3 years or more, must retire from office. In determining
the number of Directors to retire, no account is to be taken of a
Director who only holds office until the conclusion of the meeting in
accordance with Article 12.10 or the Managing Director who is
exempted from retirement by rotation in accordance with Article

14.28.

A retiring Director holds office until the conclusion of the meeting at
which that Director retires but is eligible for re-election.

The Directors to retire at any annual general meeting are those who
have been longest in office since their last election, but, as between
persons who were last elected as Directors on the same day, those to
retire must be determined by lot, unless they otherwise agree between
themselves.

The Company may, at an annual general meeting at which a Director
retires, by resolution fill the vacated office by electing a person to that
office. '

A person, other than a person declared eligible by Article 12.4 or
12.10, is not eligible for election as a Director at a general meeting of -
the Company unless a nomination signed by the nominee has been
lodged at the Registered Office at least 55 business days before the
general meeting or such shorter period as the Directors determine.

Share qualification of Directors ¢

12.8

A Director is not required to hold a share in the Company.
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Casual vacancy
12.9

12.10

Removal of Director
12.11

Remuneration of Directors
12.12

12.13

12.14

12.15

12.16

The Directors may at any time appoint any person to be a Director,
either to fill a casual vacancy or as an addition to the existing
Directors, provided the total number of Directors does not exceed the
number determined in accordance with Articles 12.1 and 12.2.

A Director appointed under Article 12.9 holds office until the
conclusion of the next annual general meeting of the Company but is
eligible for election.

The Company in general meeting may, in accordance with the
requirements of the Corporations Act, remove a Director from office as
a Director.

The Directors are entitled to be paid out of the funds of the Company
as remuneration for their services as Directors such sum accruing from
day to day as the Company in general meeting determines. Until so
determined, their aggregate remuneration is to be not more than $1.5m
per annum, to be divided among them in such proportion and manner
as they agree or, in default of agreement, equally. This Article does
not apply to the remuneration of a Managing Director or an Executive
Director in either capacity.

Subject to the Listing Rules, if the number of Directors in office is
greater than the number in office when the Directors’ remuneration
was last determined (whether at a general meeting or by Article 12.12)
each additional Director is entitled, until the remuneration of the
Directors is next determined at a general meeting, to be paid as
remuneration for services as a Director an amount per annum obtained
by dividing the aggregate amount paid to the other Directors as
remuneration for their services as Directors by the number of the other
Directors.

If a Director at the request of the Directors performs additional or
special duties for the Company, the Company may remunerate that
Director by payment of a fixed sum or salary to be determined by the
Directors and that remuneration may be either in addition to or in
substitution for that Director’s remuneration under the preceding
Articles.

Subject to the Listing Rules, the Company may pay a former Director,
or the estate of a Director who dies in office, a retirement benefit in
recognition of past services in the amount determined by the Directors,
but not exceeding the amount permitted to be paid by the Corporations
Act. The Company may also enter into a contract with a Director
providing for payment of a retiring benefit. A retirement benefit paid
under this Article is not remuneration to which Article 12.12 applies.

A Director is also entitled to be reimbursed out of the funds of the
Company such reasonable travelling, accommodation and other
expenses as the Director may incur when travelling to or from
meetings of the Directors or a Committee or when otherwise engaged
on the business of the Company.
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Director’s interests

12.17

12.18

12.19

12.20

12.21

A Director is not disqualified by the Director’s office and the fiduciary
relationship established by it, from holding any office or place of
profit, other than that of Auditor, under the Company or a related body
corporate. A Director may, subject to the Corporations Act:

(a) be or become a Director of or otherwise hold office or a place
of profit in any other company promoted by the Company or in
which the Company may be interested as vendor, shareholder
or otherwise;

(b) contract or make any arrangement with the Company or any
related body corporate whether as vendor, purchaser, broker,
solicitor or accountant or other professional person or
otherwise and any contract or arrangement entered or to be
entered into by or on behalf of the Company or any related
body corporate in which any Director is in any way interested
is not avoided for that reason; and

() participate in any association, institution, fund, trust or scheme
for past or present employees or Directors of the Company or
any related body corporate, a related body corporate or any of

their respective predecessors in business or their dependants or
persons connected with them.

A Director who:
(a) holds any office or place of profit under the Company;

(®) holds any office or place of profit referred to in Article

12.17(a); .

(©) is involved in a contract or arrangement referred to in Article
12.17(b); or

(d) participates in an association or otherwise under Article
12.17(c),

is not by reason only of that fact or any interest resulting from it or the
fiduciary relationship established by it liable to account to the
Company for any remuneration or other benefits accruing from it.

A Director or a firm of which the Director is a partner or employee
may act in a professional capacity, other than as Auditor, for the
Company or any related body corporate and a Director or a Director’s
firm is entitled to remuneration for professional services as if the
relevant Director was not a Director.

Each Director must disclose that Director’s interests to the Company in
accordance with the Corporations Act.

A Director who has a material personal interest in a matter that is being
considered at a meeting of the Directors may:

(a) participate in the meeting and vote on any matter, resolution or
decision: and
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12.22

12.23

12.24

12.25

(b) be present while any matter, resolution or decision is being
considered at the meeting,

subject to the Corporations Act having been complied with regarding
disclosure of and voting on matters involving material personal
interests. Except as provided by the Corporations Act, a Director is
not disqualified from voting on account of interest on a matter,
resolution or decision as contemplated by paragraph (a) or from being
present at a meeting as contemplated by paragraph (b).

The Director may be counted in the quorum present at any Directors’
meeting at which the contract, proposed contract or arrangement or
other matter is considered if the Director is permitted by the
Corporations Act to be present during the consideration.

For the purposes of Article 12.21, a Director does not have an interest
in a matter relating to an existing or proposed contract of insurance
merely because the contract insures, or would insure, the Director
against a liability incurred by the Director as an officer of the

Company or of a related body corporate. This Article does not apply if
the Company is the insurer.

The restrictions contained in Article 12.21 may at any time or times be
suspended or relaxed to any extent and either prospectively or
retrospectively by resolution of the Company in general meetmg, if
that is permitted by the Corporations Act.

A Director may, notwithstanding the Director’s interest, and whether
or not the Director is entitled to vote, or does vote, participate in the
execution of any instrument by or on behalf of the Company and
whether through signing or sealing the same or otherwise.

Vacation of office of Director

12.26

In addition to the cucumstances in which the office of a Director
becomes vacant under the Corporations Act, the office of a Director
becomes vacant if the Director:

(a) becomes of unsound mind or a person whose person or estate
is liable to be dealt with in any way under the law relating to
mental health;

(b) resigns from the office by notice in writing to the Company;
(©) is removed from the office under Article 12.11; or
(d) is not present personally or by an Altemate Director or by a

proxy at meetings of the Directors for a continuous period of
3 months without leave of absence from the Directors.

13  Powers and duties of Directors

Directors to manage Company

13.1

The business of the Company is to be managed by the Directors, who
may exercise all such powers of the Company as are not, by the
Corporations Act or by this Constitution, required to be exercised by
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13.2

Appointment of attorney
13.3

13.4

Minutes
13.5

Without limiting the generality of Article 13.1, the Directors may
exercise all the powers of the Company to borrow or raise money, to
charge any property or business of the Company or all or any of its
uncalled capital and to issue debentures or give any other security for a
debt, liability or obligation of the Company or of any other person.

The Directors may, by power of attorney, appoint any person or
persons to be the attorney or attorneys of the Company for the
purposes and with the powers, authorities and discretions vested in or
exercisable by the Directors for such period and subject to such
conditions as they think fit.

Any such power of attorney may contain such provisions for the
protection and convenience of persons dealing with the attorney as the
Directors think fit and may also authorise the attorney to delegate all or
any of the powers, authorities and discretions vested in the attorney.

The Directors must cause minutes of meetings to be made and kept in
accordance with the Corporations Act.

Execution of Company cheques, etc

13.6

Cheques, promissory notes, bankers’ drafts, bills of exchange and
other negotiable instruments, and receipts for money paid to the
Company, must be signed, drawn, accepted, endorsed or otherwise
executed, as the case may be, in such manner and by such persons as
the Directors determine from time to time.

14  Proceedings of Directors

Directors’ meetings
14.1

14.2

The Directors may meet together for the despatch of business and

_adjourn and otherwise regulate their meetings as they think fit.

A Director may at any time, and the Secretary must on the written
request of a Director, convene a meeting of the Directors.

Questions decided by majority

14.3

14.4

Chair’s casting vote
14.5

Questions arising at a meeting of Directors are to be decided by a
majority of votes of Directors present and entitled to vote and any such
decision is for all purposes to be deemed a decision of the Directors.

A person who is present at a meeting of Directors as an Alternate
Director or as a proxy for another Director has 1 vote for each absent
Director who would be entitled to vote if present at the meeting and for
whom that person is an Alternate Director or proxy; and if that person
is also a Director has 1 vote as a Director in that capacity.

The chair of the meeting does not have a casting vote.

Alternate Directors and proxies

14.6

Subject to the Corporations Act, a Director may, appoint a person,
anproved bv a matoritv of the other Dirertors tn he an Alternata
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14.7

14.8

14.9

14.10

14.11

14.12

14.13

14.14

Director in the Director’s place during such period as the Director
thinks fit.

An Alternate Director is entitled to notice of all meetings of the
Directors and, if the appointor does not attend a meeting, is entitled to
attend and vote in the appointor’s stead.

An Alternate Director may exercise all the powers except the power to
appoint an Alternate Director and, subject to the Corporations Act,
may perform all the duties of the appointor insofar as the appointor has
not exercised or performed them.

Whilst acting as a Director, an Alternate Director is responsible to the
Company for the Alternate Director’s own acts and defaults and the
appointor is not responsible for them.

An Alternate Director is not entitled to receive from the Company any
remuneration or benefit under Article 12.12 or 12.15.

The appointment of an Alternate Director may be terminated at any
time by the appointor notwithstanding that the period of the
appointment of the Alternate Director has not expired, and terminates
in any event if the appointor ceases to be a Director.

An appointment, or the termination of an appointment, of an Alternate
Director must be effected by a notice in writing signed by the Director
who makes or made the appointment and delivered to the Company.

An Alternate Director is not to be taken into account separately from
the appointor in determining the number of Directors.

A Director may attend and vote by proxy at a meeting of the Directors
if the proxy:

(a) is another Director; and

(b) has been appointed in Writing under the signature of the
appointor,

and such an appointment may be general or for 1 or more particular
meetings. A Director present as a proxy for another Director who
would be entitled to vote if present at the meeting has 1 vote for that
other Director and 1 vote as a Director in that capacity.

Quorum for Directors’ meeting

14.15

Remaining Directors may act

14.16

At a meeting of Directors, the number of Directors whose presence in
person or by proxy is necessary to constitute a quorum is 3 or any
greater number determined by the Directors from time to time. For the
purposes of this Article, a quorum is present at a meeting of the
Directors during the consideration of a matter only if at least 2
Directors entitled to vote on any motion that may be moved at the
meeting in relation to that matter are present.

The continuing Directors may act notwithstanding a vacancy in their
number but, if and so long as their number is reduced below the
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Chair of Directors
14.17

14.18

Directors’ committees
14.19

14.20

14.21

14.22

14.23

in an emergency, act only for the purpose of filling vacancies to the
extent necessary to bring their number up to that minimum or of
convening a general meeting.

The Directors may elect 1 of their number as chair of their meetings
and may also determine the period for which the person elected as
chair is to hold office.

If a Directors’ meeting is held and:
(a) a chair has not been elected as provided by Article 14.17; or

(b) the chair is not present within 10 minutes after the time
appointed for the holding of the meeting or is unable or
unwilling to act,

the Directors present must elect 1 of their number to be a chair of the
meeting. '

The Directors may delegate any of their powers, other than powers
required by law to be dealt with by Directors as a board, to a
committee or committees consisting of at least 1 of their number and
such other persons as they think fit.

A committee to which any powers have been delegated under Article
14.19 must exercise the powers delegated in accordance with any
directions of the Directors and a power so exercised is deemed to have
been exercised by the Directors.

The members of a committee may elect 1 of their number as chair of
their meetings. If a meeting of a committee is held and:

(a) a chair has not been elected; or

(b) the chair is not present within 10 minutes after the time
appointed for the holding of the meeting or is unable or
unwilling to act,

the members involved may elect 1 of their number to be chair of the
meeting.

A committee may meet and adjourn as it thinks proper.

Questions arising at a meeting of a committee are to be determined by
a majority of votes of the members involved and voting. The chair of
the meeting does not have a casting vote.

Written resolution by Directors

14.24

A resolution in writing signed by all the Directors who are then in
Australia and are eligible to vote on the resolution (being at least a
quorum) is as valid and effectual as if it had been passed at a meeting
of the Directors held at the time when the written resolution was last
signed by an eligible Director. A written resolution may consist of
several documents in like form, each signed by 1 or more Directors.
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Use of technology
14.25

Validity of acts of Directors

14.26

A Directors’ meeting may be called or held using any technology
consented to by each Director. The consent may be a standing one. A
Director may only withdraw consent within a reasonable period before
the meeting.

All acts of the Directors, a committee or a person acting as a Director
or committee or member of a committee are valid notwithstanding that
it is afterwards discovered that there was a defect in the appointment
election or qualification of them or any of them or that they or any of
them were disqualified or had vacated office.

Appointment of Managing and Executive Directors

1427

14.28

The Directors may appoint 1 or more of their number to the office of
Managing Director or as an Executive Director or to any other office,
except auditor, of employment under the Company for the period and
on the terms they think fit. The Directors may, subject to the terms of
any contract between the relevant Director and the Company, at any
time remove or dismiss any Managing Director or Executive Director
from that office and may appoint another Director in their place. A
Managing Director or Executive Director automatically ceases to be a
Managing Director or Executive Director on ceasing to be a Director.

1 Managing Director, nominated by the Directors, is exempt from
retirement by rotation and is not counted under Article 12.3 for
determining the rotation of retirement of the other Directors.

Remuneration of Managing and Executive Directors

14.29

The remuneration of a Managing Director or an Executive Director
may be fixed by the Directors and may be by way of salary or
commission or participation in profits or by all or any of those modes,
but may not be by a commission or percentage of operating revenue.

Powers of Managing and Executive Directors

14.30

15  Secretary

The Directors may confer on a Managing Director or an Executive
Director such of the powers exercisable by them, on such terms and
conditions and with such restrictions, as they think fit. The Directors
may withdraw or vary any of the powers conferred on a Managing
Director or an Executive Director.

Appointment of Secretary
' 15.1

There must be at least 1 Secretary of the Company who is to be
appointed by the Directors. -

Suspension and removal of Secretary

152

The Directors may suspend or remove a Secretary from that office.

Powers, duties and authorities of Secretary :

15.3

The Directors may vest in a Secretary such powefs, duties and
authorities as they may from time to time determine and the Secretary
must exercise all such powers and authorities subject at all times to the

P Y ot N o SOy
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The Company may have:
(a) a common seal; and

(b) a duplicate common seal, which must be a copy of the
common seal with the words “duplicate seal”, “share seal” or
“certificate seal” added.

16  Seals

Common and duplicate common seal
16.1
16.2

Use of common seal
’ 16.3

The Directors must provide for the safe custody of each seal of the
Company.

The common seal may be used only by the authority of the Directors,
or of a committee of the Directors authorised by the Directors to
authorise the use of the common seal. Every document to which the
common seal is affixed must be signed by a Director and be
countersigned by another Director, a Secretary or another person

“appointed by the Directors to countersign that document or a class of

documents in which that document is included.

17  Inspection of records

Inspection by Members
17.1

Access by Directors™
17.2

17.3

17.4

Subject to the Corporations Act, the Directors may determine whether
and to what extent, and at what time and places and under what
conditions, the accounting records and other documents of the
Company or any of them will be open to the inspection of Members
(other than Directors), and a Member (other than a Director) does not
have the right to inspect any document of the Company except as
provided by law or authorised by the Directors or by the Company in
general meeting.

The Company must keep each document comprising the Corporate
Records or copies of them, and will procure that all subsidiaries keep
each document comprising their Corporate Records, for a period of at
least 7 years (“Retention Period”) from the date that the relevant
document was created, or where relevant, provided to a Director.

Without limiting the rights of inspection available to the Directors at
the general law and the Corporations Act, the Company must, during
the Retention Period, give access to, and will procure that all
subsidiaries will give access to, a Director or former Director, to
inspect and copy (at no cost to the Director or former Director) such of
the Corporate Records as relate to the Director’s period of office.

Subject to the Corporations Act:

(a) without limiting the Company’s power to enter into
agreements, the Company may enter into an agreement
(“Agreement”) with a person referred to in Articles 17.2
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or 17.3 (“Person”) with respect to the matters covered by
those Articles; and

(b) to the extent that a matter dealt with in the Agreement is less
favourable to the Person than the matter as dealt with in
Articles 17.2 or 17.3, the terms of the Agreement prevail over
Articles 17.2 and 17.3 with respect to that matter.

18 Dividends and reserves

Payment of dividend
18.1

No interest on dividends
18.2

Subject to the Corporations Act, this Constitution and the rights of
persons (if any) entitled to shares with special rights to dividend, the
Directors may determine that a dividend is payable, fix the amount and
the time for payment and authorise the payment or crediting by the
Company to, or at the direction of, each Member entitled thereto of
that dividend.

Interest is not payable by the Company on a dividend.

Reserves and profits carried forward

18.3

18.4

18.5

The Directors may, before paying any dividend, set aside out of the
profits of the Company such sums as they think proper as reserves, to
be applied, at the discretion of the Directors, for any purpose for which
the profits of the Company may be properly applied.

Pending any such application, the reserves may, at the discretion of the
Directors, be used in the business of the Company or be invested in
such investments as the Directors think fit.

" The Directors may carry forward so much of the profits remaining as

they consider ought not to be distributed as dividends without
transferring those profits to a reserve.

Calculation and apportionment of dividends

18.6

18.7

Subject to the rights of persons (if any) entitled to shares with special
rights as to dividend and to the terms of any issue of shares to the
contrary all dividends are to be paid:

(a) in the case of fully paid shares, to their holders in proportion to
the numbers of shares held by them respectively; or

(b) in the case of shares which are not fully paid shares, to their
holders according to the amounts paid or credited as paid on
those shares, apportioned and paid proportionately to the
amounts paid or credited as paid on the shares during any
portion or portions of the period in respect of which the
dividend is paid.

An amount:

(a) paid or credited as paivd on a share in advance of a call; or
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Deductions from dividends

18.8

®) credited as paid on a share to the extent (if any) that it exceeds
the value of the consideration received for the issue of that
share,

is not to be taken as paid or credited as paid on the share for the
purposes of Article 18.6.

The Directors may deduct from any dividend payable to, or at the
direction of, a Member all sums of money (if any) presently payable
by that Member to the Company on account of calls or otherwise in
relation to shares in the Company.

Distribution of specific assets

18.9

18.10

When resolving to pay a dividend, the Directors may:

(a) resolve that the dividend be satisfied either wholly or partly by
the distribution of specific assets to some or all of the persons
entitled to the dividend, including fully paid shares in or
debentures of the Company or fully paid shares in or
debentures of any other body corporate; and

() direct that the dividend payable in respect of any particular
shares be satisfied wholly or partly by such a distribution and
that the dividend payable in respect of other shares be paid in
cash.

If a difficulty arises in regard to a distribution under Article 18.9, the H
Directors may:

(a) - settle the matter as they consider expedient;

(b) fix the value for distribution of the specific assets or any part
of those assets;

(©) determine that cash payments will be made to, or at the
direction of, any Members on the basis of the value so fixed in -
order to adjust the rights of all parties; and

(d) vest any such specific assets in trustees as the Directors
consider expedient.

If a distribution of specific assets to, or at the direction of, a particular
Member or Members is illegal or, in the Directors’ opinion,
impracticable the Directors may make a cash payment to the Member
or Members on the basis of the cash amount of the dividend instead of
the distribution of specific assets.

Payment by cheque and receipts from joint holders

18.11

A dividend, interest or other money payable in cash in respect of
shares may be paid:

&) by cheque sent through the post directed to the address of the
holder as shown in the Register or, in the case of joint holders,

to the address notified to the Company for receipt of such
manave fand in defanly of nntificatinn tn the addrace chawvm in
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the Register as the address of the joint holder first named in
that Register);

(b) by cheque sent through the post directed to such other address
as the holder or joint holders in writing direct; or

(c) by some other method of direct credit determined by the
Directors to the holder or holders shown on the Register or to
such person or place directed by them.

18.12 Any 1 of 2 or more joint holders may give an effectual receipt for any
dividend, interest or other money payable in respect of the shares held
by them as joint holders.

Election to reinvest dividend
18.13 Subject to the Listing Rules, the Directors may grant to Members or
any class of Members the right to elect to reinvest cash dividends paid
by the Company by subscribing for shares in the Company on such
terms and conditions as the Directors think fit.

Election to accept shares in lieu of dividend
18.14 Subject to the Listing Rules, the Directors may determine in respect of
any dividend which it has proposed to pay on any shares of the
Company, that holders of the shares may elect:

(a) to forego the right to share in the proposed dividend or part of
such proposed dividend; and

(b) to receive instead an issue of shares credited as fully paid on
such terms as the Directors think fit.

Unclaimed dividends :

18.15 Unclaimed dividends may be invested by the Directors as they think fit
for the benefit of the Company until claimed or until required to be
dealt with in accordance with any law relating to unclaimed moneys.

19  Capitalisation of profits

Capitalisation of reserves and profits
19.1.  The Directors:

(a) may resolve to capitalise any sum, being the whole or a part of
the amount for the time being standing to the credit of any
reserve account or the profit and loss account or otherwise
available for distribution to Members; and

(b) may but need not resolve to apply the sum in any of the ways
mentioned in Article 19.2, for the benefit of Members in the
proportions to which those Members would have been entitled
in a distribution of that sum by way of dividend.

19.2  The ways in which a sum may be applied for the benefit of Members
under Article 19.1 are:

(a) in paying up any amounts unpaid on shares held by Members;
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19.3

(b) in paying up in full unissued shares or debentures to be issued
to Members as fully paid; or

(©) partly as mentioned in paragraph (a) and partly as mentioned
in paragraph (b).

The Directors may do all things necessary to give effect to the
resolution and, in particular, to the extent necessary to adjust the rights
of the Members among themselves, may:

(a) make cash payments in cases where shares or debentures
become issuable in fractions; and

(b) authorise any person to make, on behalf of all or any of the
Members entitled to any further shares or debentures on the
capitalisation, an agreement with the Company providing for:

i) the issue to them, credited as fully paid up, of any such
further shares or debentures; or

(ii) the payment up by the Company on their behalf of the
amounts or any part of the amounts remaining unpaid
on their existing shares by the application of their
respective proportions of the sum resolved to be
capitalised,

and any such agreement is effective and binding on all the
Members concerned.

20  Service of documents

20.1

20.2

20.3

The Company may give a document to a Member:

(a) personally;

() by sending it by post to the address for the Member in the
Register of Members or an alternative address nominated by
the Member; or

(c) by sending it to a fax number or electronic address nominated
by the Member.

If a document is sent by post, delivery of the document is to be deemed
to be effected by properly addressing, prepaying and posting a letter
containing the document, and the document is to be deemed to have
been delivered on the day after the date of its posting.

If a document is sent by facsimile or electronic transmission, delivery
of the document is to be deemed:

(a) to be effected by properly addressing and transmitting the
facsimile or electronic transmission; and

(b) to have been delivered on the day following its despatch.
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204

20.5

20.6

21 Winding up

All documents sent outside Australia must be sent by pre-paid airmail
post, facsimile or electronic transmission.

A document may be given by the Company to the joint holders of a
share by giving it to any one of those joint holders. However, all
mailings to joint holders must include the name of all joint holders on
the envelope or other addressing means.

A person who by operation of law, transfer or other means whatsoever
becomes entitled to any share is absolutely bound by every document
given in accordance with this Article to the person from whom that
person derives title prior to registration of that person’s title in the
Register.

Distribution of assets
21.1

21.2

213

If the Company is wound up, the liquidator may, with the sanction of a
special resolution of the Company, divide among the Members in kind
the whole or any part of the property of the Company and may for that
purpose set such value as the liquidator considers fair on any property
to be so divided and may determine how the division is to be carried
out as between the Members or different classes of Members.

The liquidator may, with the sanction of a special resolution of the
Company, vest the whole or any part of any such property in trustees
on such trusts for the benefit of the contributories as the liquidator
thinks fit, but so that no Member is compelled to accept any shares or
other securities in respect of which there is any liability.

Articles 21.1 and 21.2 do not prejudice or affect the rights of Members
holding shares issued on special terms and conditions.

22 Indemnity and Insurance

Indemnity of officers
22.1

The Company indemnifies and will keep indemnified every person
who is or has been: :

(a) a director of the Company or of a subsidiary of the Company;

(b) a secretary of the Company or of a subsidiary of the Company;
or

(c) a person making, or participating in making, decisions that
affect the whole, or a substantial part, of the business of the
Company or of a subsidiary of the Company; or

(d) a person having the capacity to affect significantly the
financial standing of the Company or of a subsidiary of the
Company,

against:
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Insurance
22.2

Contract®
223

(e) every liability incurred by the person in that capacity (except a
liability for legal costs); and

® all legal costs incurred in defending or resisting (or otherwise
in connection with) proceedings, whether civil or criminal or
of an administrative or investigatory nature, in which the
person becomes involved because of that capacity,

unless:

(2 the Company is forbidden by statute to indemnify the person
against the liability or legal costs; or

- (h) an indemnity by the Company of the person against the

liability or legal costs would, if given, be made void by statute.

The Company may pay or agree to pay, whether directly or through an
interposed entity, a premium for a contract insuring a person who has
or has had a capacity mentioned in Article 22.1(a), (b), (c) or (d), or
who otherwise is or has been an executive officer of the Company or a
subsidiary of the Company, against liability incurred by the person in
that capacity, including a liability for legal costs, unless

(a) the Company is forbidden by statute to pay or agree to pay the
premium; or

) the contract would, if the Company paid the premium, be made
void by statute. :

Subject to the Corporations Act:

(a) without limiting the Company’s power to enter into
agreements, the Company may enter into an agreement
(“Agreement”) with a person referred to in Articles 22.1 or
22.2 (“Person”) with respect to the matters covered by those
Articles; and

(b) to the extent that a matter dealt with in the Agreement is less
favourable to the Person than the matter as dealt with in
Articles 22.1 or 22.2, the terms of the Agreement prevail over
Articles 22.1 and 22.2 with respect to that matter.

23  Restricted securities

Disposal during escrow period

23.1

23.2

Restricted securities cannot be disposed of during the escrow period
except as permitted by the Listing Rules or ASX.

The Company must not acknowledge a ‘disposal (including by
registering a transfer) of restricted securities during the escrow period
except as permitted by the Listing Rules or ASX.
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Breach of Restriction Agreement or Listing Rules
23.3  During a breach of the Listing Rules relating to restricted securities, or
a breach of a Restriction Agreement, the holder of the restricted
securities is not entitled to any dividend or distribution, or voting
rights, in respect of the restricted securities.

Interpretation
23.4  In this Part, the expressions “disposed of”, “disposed” “escrow period”
and “restricted securities” have the same meaning as in the Listing
Rules. -

24 Small Holdings-

Divestment Notice
24.1  If the Directors determine that a Member is a Small Holder or a New
Small Holder the Company may give the Member a Divestment Notice
to notify the Member:

(a) that the Member is a Small Holder or a New Small Holder, the
number of shares making up the Small Holding or New Small
Holding, and the Market Value of the Small Holding or New
Small Holding and the date on which the Market Value was
determined;

(b) that the Company intends to sell the Relevant Shares in
accordance with this Article after the end of the Relevant
Period specified in the Divestment Notice;

(c) if the Member is a Small Holder, that the Member may at any
time before the end of the Relevant Period notify the Company
in writing that the Member desires to retain the Relevant
Shares and that if the Member does so the Company will not
be entitled to sell the Relevant Shares under that Divestment
Notice; and

(@ after the end of the Relevant Period the Company may for the
purpose of selling the Relevant Shares that are in a CHESS
Holding initiate a Holding Adjustment to move those Relevant
Shares from that CHESS Holding to an Issuer Sponsored
Holding or Certificated Holding.

If the SCH Business Rules apply to the Relevant Shares, the
Divestment Notice must comply with the SCH Business Rules.

Relevant Period '
242 The Relevant Period must be at least six weeks from the date the
Divestment Notice was given.

Company can sell Relevant Shares
243 At the end of the Relevant Period the Company is entitled to sell on-
market or in any other way determined by the Directors:

(a) the Relevant Shares of a Member who is a Small Holder,
unless that Member has notified the Company in writing
before the end of the Relevant Period that the Member desires
to retain the Relevant Shares, in which event the Company
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No obligation to sell
24.4

must not sell those Relevant Shares under that Divestment
Notice; and

(b) the Relevant Shares of a Member who is a New Small Holder.

The Company is not bound to sell any Relevant Shares which it is
entitled to sell under this Part 24 but unless the Relevant Shares are
sold within six weeks after the end of the Relevant Period the
Company’s right to sell the Relevant Shares under the Divestment
Notice relating to those Relevant Shares lapses and it must notify the
Member to whom the Divestment Notice was given accordingly.

Company as Member’s attorney

245

Conclusive evidence
24.6

Registering the purchaser
' 24.7

Payment of proceeds
24.8

To effect the sale and transfer by the Company of Relevant Shares of a
Member, the Member appoints the Company and each Director and
Secretary jointly and severally as the Member’s attorney in the
Member’s name and on the Member’s behalf to do all acts and things
which the Company considers necessary or appropriate to effect the
sale or transfer of the Relevant Shares and, in particular:

(a) to initiate a Holding Adjustment to move the Relevant Shares
from a CHESS Holding to an Issuer Sponsored Holding or a
Certificated Holding; and

(b) to execute on behalf of the Member all deeds instruments or
- other documents necessary to transfer the Relevant Shares and
to deliver any such deeds, instruments or other documents to
the purchaser.

A statement in writing by or on behalf of the Company under this Part
24 is (in the absence of manifest error) binding on and conclusive
against a Member. In particular, a statement that the Relevant Shares
specified in the statement have been sold in accordance with this Part

is conclusive against all persons claiming to be entitled to the Relevant
Shares and discharges the purchaser from all liability in respect of the -
Relevant Shares.

The Company must register the purchaser of Relevant Shares as the
holder of the Relevant Shares transferred to the purchaser under this
Article. The purchaser is not bound to see to the application of any
money paid as consideration. The title of the purchaser to the Relevant
Shares transferred to the purchaser is not affected by any irregularity
or invalidity in connection with the actions of the Company under this
Part.

Subject to Article 24.9, where:

(a) Relevant Shares of a Member are sold by the Company on
behalf of the Member under this Article; and

b) the certificate for the Relevant Shares (unless the Company is
satisfied that the certificate has been lost or destroyed or the
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Costs
249

Remedy limited to daniages

24.10

Relevant Shares are Uncertificated Securities) has been
received by the Company,

the Company must, within 60 days of the completion of the sale, send
the proceeds of sale to the Member entitled to those proceeds by
sending a cheque payable to the Member through the post to the
address of the Member shown in the Register, or in the case of joint
holders, to the address shown in the Register as the address of the
Member whose name first appears in the Register. Payment of any
money under this Article is at the risk of the Member to whom it is
sent.

In the case of a sale of the Relevant Shares of a New Small Holder in
accordance with this Part, the Company is entitled to deduct and retain
from the proceeds of sale, the costs of the sale as determined by the
Company. In any other case, the Company or a purchaser must bear
the costs of sale of the Relevant Shares. The costs of sale include all
stamp duty, brokerage and government taxes and charges (except for
tax on income or capital gains of the Member) payable by the
Company in connection with the sale and transfer of the Relevant
Shares.

The remedy of a Member to whom this Article applies, in respect of
the sale of the Relevant Shares of that Member is expressly limited to a
right of action in damages against the Company to the exclusion of any
other right, remedy or relief against any other person.

Dividends and voting suspended

24.11

Twelve month limit
24.12

Effect of takeover bid
24.13

Unless the Directors determine otherwise, where a Divestment Notice
is given to a New Small Holder in accordance with this Part, then
despite any other provision in this Constitution, the rights to receive
payment of dividends and to vote attached to the Relevant Shares of
that Member are suspended until the Relevant Shares are transferred to
a new holder or that Member ceases to be a New Small Holder. Any
dividends that would, but for this Article, have been paid to that
Member must be held by the Company and paid to that Member within
60 days after the earlier of:

(a) the date the Relevant Shares of that Member are fransferred;
and

(b) the date that the Relevant Shares of that Member cease to be
subject to a Divestment Notice.

If it is a requirement of the Listing Rules, the Company must not give a
Small Holder more than one Divestment Notice in any 12 month
period (except as contemplated by Article 24.13).

From the date of the announcement of a takeover bid for the shares in
the Company until the close of the offers made under the takeover bid,
the Company’s powers under this Part to sell Relevant Shares of a
Member cease. After the close of the offers under the takeover bid, the
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Definitions

24.14

24.15

Company may give a Divestment Notice to a Member who is a Small
Holder or a New Small Holder, despite Article 24.12 and the fact that
it may be less than 12 months since the Company gave a Divestment
Notice to that Member.

In this Part:

Divestment Notice means a notice given under Article 24.1 to a Small
Holder or a New Small Holder;

Market Value in relation to a share means the closing price on
SEATS of the share;

New Small Holder means a Member who is the holder or a joint
holder of a New Small Holding;

New Small Holding means a holding of shares created after the date
on which this Part 24 came into effect by the transfer of a parcel of
shares the aggregate Market Value of which at the time a proper SCH
transfer was initiated or a paper based transfer was lodged, was less
than a marketable parcel of shares as provided under the Listing Rules;

Relevant Period means the period specified in Article 24.2;
Relevant Shares are the shares specified in a Divestment Notice;

Small Holder means a Member who is the holder or a joint holder of a
Small Holding; and

Small Holding means a holding of shares the aggregate Market Value
of which at the relevant date is less than a marketable parcel of shares
as provided under the Listing Rules.

In this Part, the expressions:

(a) “Certificated Holding”, “CHESS Holding”, “Holding
Adjustment” and “Issue Sponsored Holding” have the same
meanings as in the SCH Business Rules; and

(b) “closing price on SEATS”, “takeover bid” and “Uncertificated
Securities” have the same meaning as in the Listing Rules.
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Preference Shares-

Dividend rights and priority of payment

24.16

24.17

24.18

24.19

24.20

Each preference share confers on the holder a right to receive a
dividend (“Dividend”) at the rate or in the amount and on the
conditions decided by the Directors under the terms of issue unless,
and to the extent that, the Directors decide under the terms of issue that
there is no right to receive a Dividend.

Without limiting the conditions which, under the terms of issue, the
Directors may impose upon the right (if any) to receive a Dividend, the
Directors may under the terms of issue, impose conditions upon the
right to receive a Dividend which may be changed or reset at certain
times or upon certain events and in the manner and to the extent the
Directors decide under the terms of issue.

The Dividend (if any):

(a) is non-cumulative unless, and to the extent that, the Directors
decide otherwise under the terms of issue; and

(b) will rank for payment:

@) in ptiority to ordinary shares unless, and to the extent
that, the D1rectors decide otherwise under the terms of
issue;

(i) in priority to shares in any other class of shares or class
of preference shares expressed under the terms of issue
to rank behind for the payment of dividends;

(i11)  equally with shares in any other class of shares or class
of preference shares expressed under the terms of issue
to rank equally for the payment of dividends; and

(iv)  behind shares in any other class of shares or class of"
preference shares expressed under the terms of issue to
rank in priority for the payment of dividends.

If, and to the extent that, the Directors decide under the terms of issue,
each preference share may, in addition to the rights (if any) to receive a
Dividend, participate equally with the ordinary shares in the
distribution of profits available for dividends.

Each preference share confers on its holder:

(a) if, and to the extent that the Dividend is cumulative, the right
in a winding up or on redemption to payment of the amount of
any Dividend accrued but unpaid on the share at the

commencement of the winding up or the date of redemption,
whether earned or determined or not;

(b) if, and to the extent that the Dividend is non-cumulative, and
if, and to the extent that, the Directors decide under the terms
of issue, the right in a winding up or on redemption to payment
of the amount of any Dividend accrued but unpaid for the
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period commencing on the dividend payment date which has
then most recently occurred and ending on the commencement

. of the winding up or the date of redemption, whether earned or
determined or not,

with the same priority in relation to each other class of shares as the
priority that applies in relation to the payment of the Dividend.

Entitlement to payment of capital sum in a winding up

24.21

24.22

Each preference share confers on its holder the right in a winding up or
on a redemption to payment of:

(a) any amount paid on the share, or any amount fixed by the
Directors under the terms of issue or capable of determination
pursuant to a mechanism adopted by the Directors under the
terms of issue; and

®) a further amount out of the surplus assets and profits of the
Company on the conditions decided by the Directors under the
terms of issue unless, and to the extent that, the Directors
decide under the terms of issue that there is no right to any
payment of a further amount out of the surplus assets and
profits of the Company,

in priority to ordinary shares and, unless the Directors decide
otherwise under the terms of issue, in priority to shares in any other
class of shares or class of preference shares expressed to rank behind
on a winding up, equally with shares in any other class of shares or
class of preference shares expressed to rank equally on a winding up,
and behind shares in any other class of shares or class of preference
shares expressed to rank in priority on a winding up.

Unless otherwise decided by the Directors under the terms of issue, a
preference share does not confer on its holder any right to participate
in the profits or property of the Company except as set out in this
schedule 1.

Bonus issues and capitalisation of profits

Voting rights -

24.23

24.24

If, and to the extent that the Directors decide under the terms of issue,
a preference share may confer a right to a bonus issue or capitalisation
of profits in favour of holders of those shares only.

A preference share does not entitle its holder to vote at any general
meeting of the Company except on the questions, proposals or
resolutions or during periods of time or in circumstances identified by
the Directors in the terms of issue, which, unless the Directors decide
otherwise under the terms of issue, are as follows: '

(a) a proposal:
M to reduce the share capital of the Company;
(i1) that affects rights attached to the share;

(i1)  to wind up the Company; or
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Meetings

24.25

24.26

(iv)  for the disposal of the whole of the property, business
and undertaking of the Company;

(b) a resolution to approve the terms of a buy-back agreement;

(c) during a period in which a Dividend or part of a Dividend on
the share is in arrears;

@ during the winding up of the Company.

Each holder of a preference share who has a right to vote on a
resolution is entitled to the number of votes specified in Article 11.23
of the Constitution.

Each preference share confers on its holder the same rights as those
conferred by the Constitution upon the holders of ordinary shares in
relation to receiving notices (including notices of general meetings),
reports, balance sheets and audited accounts and of attending and being
heard at all general meetings of the Company. :

Conversion to ordinary shares

24.27

A preference share which, in accordance with its terms of issue, may
be converted into an ordinary share will, at the time of conversion and
without any further act, have the same rights as a fully paid ordinary
share and rank equally with other fully paid ordinary shares on issue.
This is subject to the terms of issue of the preference share determined
by the Directors in relation to entitlement to ordinary dividends paid
after conversion. In addition, the terms of issue of the preference share
may provide for the issue of additional ordinary shares on conversion
as determined by the Directors.




HISTORICAL NOTES*

! 0ld Article 1.6 (“Currency”) was deleted, and new Articles 1.6 and 1.7 (“Currency”) was inserted by special by special resolution of the Company [passed on
12 November 2003]

¥ New Article 1.8 (“Listing Rules™) was inserted by special resolution of the Company [passed on 12 November 2003]

i OId Article 2.2 (“Capital raisings before listing”) was deleted by special resolution of the Company [passed on 12 November 2003].

New Article 2.2 (“Preference shares”) was inserted by special resolution of the Company [passed on 12 November 2003)

¥ New Article 3.13 (“Company’s right to recover payments) was inserted by special resolution of the Company [passed on 12 November 2003}

* Old Article 5.2 (“Registration”) was deleted and new Article 5.2 (“Registration™) was inserted by special resolution of the Company [passed on 12 November
2003}

“i Article 5.8 was amended by special resolution of the Company passed on 13 November 2002. Articles 5.6 and 5.7 (“Restrictions on transfer before listing”)
were deleted by special resolution of the Company {passed on 12 November 2003}

*i Article 6 (“Unacceptable Ownership Situation™) was deleted by special resolution of the Company passed on 13 November 2002

Vil A rticle 9 (“Listing”) was deleted by special resolution of the Company [passed on 12 November 2003]

* New Article 17.4 (“Access by Directors™) was inserted by special resolution of the Company [passed on 12 November 2003]

* Old Article 22.3 (“Insurance”) was deleted and new Article 22.3 (“Contract”) was inserted by special resolution of the Company [passed on 12 November
2003]

* New Part 24 (“Small Holdings") was inserted by special resolution of the Company [passed on 12 November 2003]

“' New Schedule | (“Preference Shares™) was inserted by special resolution of the Company [passed on 12 November 2003]

Parts 1103, 5,710 8, 10to 15, 17 to 18, 20, and 22 to 23 otherwise were amended by special resolution of the Company [passed on 12 November 2003]

*These historical notes do not form part of this Constitution.
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