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Dear Sir Group

IAG Performance Award Plan and IAG Deferred Award Rights Plans Offer

We attach, pursuant to the relevant ASIC class orders, copies of the IAG
Performance Award Rights (PAR) Plan and IAG Deferred Award Rights (DAR) Plan
documents:

1. IAG Share and Rights Plans Trust Deed, applicable to PAR Plan and DAR
Plan. :

2.  Financial Services Guide (FSG).

PAR and DAR Plan Offer

3. IAG Performance Award Rights (PAR) Plan Explanatory Booklet, which
includes Plan Terms and Taxation Summary

4. |AG Deferred Award Rights (DAR) Plan Explanatory Booklet, which includes
Plan Terms and Taxation Summary

5. Invitation to eligible IAG Services employees (provided via e-mail).
6. Offer website print version.

The offer was made to eligible IAG employees on 27 February 2007. All eligible
employees were given the opportunity to respond to the offer online or by paper.

Y:i@cerely

Glenn Revell
Company Secretary



Date:

Parties:

Recitals:

Tl W F o e b BF
[EXECUTED ON 12 FEBRUARY 2001]

INSURANCE AUSTRALIA GROUP LIMITED (“1AGL”) (ABN 60 090 739
923) of 388 George Street, Sydney, NSW

and
IAG SHARE PLAN NOMINEE PTY LIMITED (ABN 52 095 125 152)

of 388 George Street, Sydney, NSW

A. IAGL wishes to establish a trust to give Employees setected by the
Board and Non-Executive Directors of IAGL the opportunity to
have greater involvement with, and share in the future growth and
profitability of, the Group.

B. The Trustee has agreed to act as the first trustee of the Trust and
has agreed to hold shares in relation to the Plan on the terms and
conditions set out in this deed.

Operative provisions:

1 Definitions and interpretation

1.1

The following words and phrases have these meanings in this deed
unless the contrary intention appears:

Acceptance Date means the date the Trustee makes a resolution in
accordance with clause 4.5, 5.5, 6.5 7.5, 7A.5 or 7B.5 as appropriate,
in relation to an offer.

Account of a Participant means an account referred to in clause 10.

Accretion means any accretion, dividend, distribution, entitlement,
benefit or right of whatever kind whether cash or otherwise which is
issued, declared, paid, made, arises or accrues directly or indirectly to
or in respect of a Share including, without limitation, any such
entitlement relating to a subdivision, consolidation or other
reconstruction, any rights issue, bonus issue, Entitlements Offer, or
distribution from any reserve of IAGL and any reduction of capital.

Allocation Share means a Share allocated under clause 5.

Allocation Share Plan means the terms of the Trust as they apply to
Allocation Shares.

Application Form means a form to offer to acquire Bonus Equity
Shares, Allocation Shares, Equity Shares NED Shares Deferred Shares
or Benefit Shares, as appropriate, under the Plan in the form
determined by the Board from time to time.

ASX means Australian Stock Exchange Limited.
F-H-063393607 - 250107




Auditor means any person registered as an auditor under the
Corporations Act.

Benefit Share means a Share allocated under clause 7B.

Benefit Share Plan means the terms of the Trust as they apply to
Benefit Shares.

Board means all or some of the Directors acting as a board of IAGL
or, if the relevant powers or discretions have been delegated by the
Board, the committee or individuals acting as delegates of the Board.

Bonus Equity Share means a Share allocated under clause 4.

Bonus Equity Share Plan means the terms of the Trust as they apply
to Bonus Equity Shares.

Bonus Shares means the shares in respect of the Shares heid by the
Trustee on behalf of a Participant issued as part of a bonus issue to
security holders of IAGL..

Cash Dividend means a dividend declared or paid with respect to
Shares which is payable wholly in cash or, in the case of a dividend
declared or paid with respect to Shares which is payable only partly in
cash, that part of the dividend which is payable in cash.

Corporations Act means the Corporations Act 2001 (Cth).
Deferred Award Rights means the rights issued under clause 8A.

Deferred Award Rights Plan means the terms of the Trust as they
apply to Deferred Award Rights.

Deferred Share means a Share allocated under clause 7A.

Deferred Share Plan means the terms of the Trust as they apply to
Deferred Shares.

Director means a director of [AGL.

Employee means at the relevant time a permanent full time employee
of a body corporate which is in the Group and a part time, fixed term
or casual employee of the body corporate at that time (including a
director of a body corporate in the Group who holds on a permanent
full time or part time basis salaried employment in a body corporate
which is in the Group).

Equity Share means a Share ailocated under clause 6.

Equity Share Plan means the terms of the Trust as they apply to
Equity Shares.

Entitlements Offer means an offer to subscribe for or otherwise
acquire issued or unissued securities, whether of IAGL or any other

body.

Event means:
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paid shares in IAGL (other than as a result of an allotment or
transfer approved by the Board);

(b) a statement is lodged with the ASX to the effect that a person
has become entitled to not less than 15% of the total number of
votes attaching to voting shares in IAGL (other than as a result
of an allotment or transfer approved by the Board);

(c) pursuant to an application made to the Court, the Court orders
a meeting to be held in relation to a proposed compromise or
arrangement for the purpose of or in connection with a scheme
for the reconstruction of IAGL or its amalgamation with any
other companies;

(d) IAGL passes a resolution for voluntary winding up; or
(e an order is made for the compulsory winding up of IAGL.

Executive means an Employee whom the Board determines to be in an
executive position.

Group means 1AGL and each body corporate that is a subsidiary of
IAGL under Division 6 of Part 1.2 of the Corporations Act.

Listing Rules means the Listing Rules of ASX as published from time
to time, as amended by either a ruling or waiver given by the ASX to
IAGL.

NED Share means a Share allocated under clause 7.

NED Share Plan means the terms of the Trust as they apply to NED
Shares.

Net Income means, in respect of a financial year of the Trust, an
amount which the Trustee determines to be the “net income” (as
defined in Section 95 of the Income Tax Assessment Act 1936) of the
Trust for the Year of Income.

IAGL means Insurance Australia Group Limited (ABN 60 090 739 923).

IAGL shares or shares means fully paid ordinary shares in the capital
of IAGL.

Non-Executive Director means a Director who is not an Executive.

Offer Closing Date means the date for receipt of Applications by
Executives to participate in the Performance Award Rights Plan as
specified in the Application Form.

Participant means a Participating Employee (including an Exccutive)
or Participating Director, or both of these, as appropriate.

Participating Director means a Non-Executive Director who is .
participating, or who has been invited and has applied to participate, in
the Plan in accordance with clause 7.



Participating Employee means an Employee (including an Executive)
who is participating, or who has been invited and has applied to
participate, in the Plan in accordance with clause 4, 5. 6, 7A, 7B, 8 and
8A.

Performance Award Rights means the rights issued under clause 8.

Performance Award Rights Plan mcans the terms of the Trust as
they apply to Performance Award Rights.

Plan means one or all of the Bonus Equity Share Plan, Allocation
Share Plan, Equity Share Plan, NED Share Plan, Deferred Share Plan
or Benefit Share Plan and the Performance Award Rights Plan, as the
context requires.

Restriction Period means, in respect of a Plan, the period specified by
the Board at the time of the invitation referred to in clause 4.1 or 5.1,
6.1, 7.1, 7A.1 or 7B.1 as appropriate.

Retirement in relation to a Participating Employee means retirement
by the Participating Employee from employment of any body corporate
in the Group at age 55 or over.

Shares means:

(a) the ordinary fully paid shares in the capital of IAGL or any
other financial instrument or security allocated to a Participant
in accordance with clauses 4, 5, 6, 7, 7A, 7B, 8 and 8A of this

deed; and

b Bonus Shares which are deemed to be Shares by virtue of the
terms of Bonus Equity Shares, Allocation Shares, Equity
Shares, NED Shares, Deferred Shares, Benefit Shares,
Performance Award Rights or Deferred Award Rights.

Share Rights means any rights to acquire shares or securities issued or
to be issued by IAGL.

Tax means all kinds-of taxes, duties, imposts, deductions, charges and
withholdings imposed by a government, together with interest and
charges.

Transaction Costs means, in respect of a Share, the Trustee’s estimate
of the reasonable cost that the Trustee would incur if the Trustee had
acquired the share on market on the date of allocation of the Share.

Total and Permanent Disablement in relation to a Participant means
that the Participant has, inthe opinion of the Board:

(a) after considering such medical and other evidence as it sees
fit, become incapacitated to such an extent as to render the
Participant unlikely ever to engage in any occupation for
which he or she is reasonably qualified by education, training
or experience;



1.3

at least six months and has been required to participate in a
rehabilitation program; or

(c) been classified as having total and permanent invalidity or
disability in accordance with the superannuation provision
relevant to any Participant.

Trust means the trust established by this deed.

Trustee means initially IAG Share Plan Nominee Pty Limited and
thereafter means the trustee from time to time of the Trust.

Year of Income means a period of 12 months ending on 30 June in
any year and includes the period commencing on the date of this deed
and terminating on the next 30 June and the period ending on the date
of termination of the Trust and commencing on the preceding | July.

In this deed, unless the contrary intention appears:
(a) the singular includes the plural and vice versa;

()] a reference to a recital, this deed or a clause means the recital,
this deed or the clause as amended from time to time in
accordance with this deed;

{c) a reference to a rule, statute, or other law includes regulations
and other instruments under it and consolidations,
amendments, re-enactments or replacements of any of them;
and

(d) a reference to a person includes a reference to the person’s
legal personal representatives, executors, administrators and
successors, a firm or a body corporate.

Headings are inserted for convenience and do not affect the
interpretation of this deed.

2 Establi.shment'of_TrUSt

2.1

2.2

2.3

3 Trustee

1AG Share Plan Nominee Pty Limited is hereby appointed by [AGL
and agrees to act as Trustee of the Trust on the terms of this deed.

The Trust comes into operation on the date of the first contribution of
capital to the Trust by [AGL.

The Trust shall be known as The IAG Share and Rights Plans Trust.

Nature, appointment and removal

3.1

The Trustee ceases to be the Trustee when:

(a) either:



Transfer of assets

Powers of Trustee

32

33

34

() the Trustee gives notice in writing to IAGL that it
wishes to retire as Trustee; or

(i) {AGL serves notice in writing on the Trustee that it is
removed as Trustee of the Trust; and

(b) a new Trustee is appointed.

On the retirement or removal of the Trustee, IAGL may appoint such
new Trustee as it thinks fit.

On a change of Trustee, the retiring Trustee must execute all transfers,
deeds or other documents necessary to transfer assets into the name of
the new Trustee.

Subject to this deed, the Trustee has all the powers in respect of the
Trust that it is legally possible for a Trustee to have as a body
corporate and, for the avoidance of doubt, these powers are in addition
to all the powers invested in trustees by the Trustee Act 1925 (NSW)
and (to the maximum extent permitted by law) are not subject to any
restrictions on the powers of trustees that may be imposed under the
Trustee Act 1925 (NSW). For example the Trustee has the following
powers:

{a) to enter into and execute all contracts, deeds and documents
and do all acts or things which it deems expedient for the
purpose of giving effect to and carrying out the trusts, powers
and discretions conferred on the Trustee by this deed;

(b) 1o subscribe for, purchase or otherwise acquire and to sell or
otherwise dispose of property, rights or privileges which the
Trustee is authorised to acquire or dispose of on terms and
conditions which it thinks fit;

{c) to appoint and, at its discretion, remove or suspend custodians,
trustees, managers, servants and other agents, determine the
powers and duties to be delegated to them, pay such
remuneration to them as it thinks fit and any person so
employed or engaged is deemed for the purpose of the deed to
be employed or engaged by the Trustee;

(d) to institute, conduct, defend, compound or abandon any legal
proceeding concerning the Trust and also to settle or
compromise and allow time for payment or satisfaction of any
debts due and of any claims or demands by or against the
Trustee in respect of the Trust;

(e) to refer any claim or demand by or against the Trustee in
respect of the Trust to arbitration and observe and perform
awards;

() to make and give receipts, releases and other discharges for

money payable to the Trust;



account at any bank any money which it considers proper and
to make regulations for the operation of those bank accounts
including the signing and endorsing of cheques;

b

(h) to sell any Share Rights and apply the proceeds of sale in
accordance with this deed,

(i) to take and act upon the advice or opinion of any legal
. practitioner (whether in relation to the interpretation of this
deed, any other document or statute or as to the administration
of the trusts hereof) or any other professional person and
whether obtained by the Trustee or not, without being liable in
respect of any act done by it in accordance with such advice or

opinion;

() to determine who is entitled to sign on the Trustee’s behalf
receipts, acceptances, endorsements, releases, contracts and
documents; and

(k) generally to do all acts and things which the Trustee considers
necessary or expedient for the administration, maintenance and
preservation of the Trust and in performance of its obligations
under this deed.

Instructions by Participants

3.5

Remuneration of Trustee

3.6
No security

3.7
Conflict of interest

3.8

For the purposes of this deed, the Trustee is entitled to regard as valid

. an instruction, consent or other authorisation given or purported to be

given by a Participant, whether in writing and signed by or purporting
to be signed by the Participant or in any other form approved by the
Board.

The Trustee is not entitled to receive from the Trust any fees,
commission or other remuneration in respect of its office, but IAGL
may pay to the Trustee from IAGL’s own resources such fees and
reimburse such expenses incurred by the Trustee as [AGL and the
Trustee agree from time to time. The Trustee is entitled to retain for its
own benefit any such fee or reimbursement.

Neither the Trustee nor IAGL may use as security the Shares held by
the Trustee on behalf of a Participant.

A person who is a director of the Trustee may, except where prohibited
by the Corporations Act, act in that capacity notwithstanding a conflict
of interest or duty.

3A Maximum number of shares issued under a Plan Trustee

Allocation Shares, Equity Shares, Bonus Equity Shares, NED Shares,
Deferred Shares, Benefit Shares and Shares over which Performance
Award Rights or Deferred Award Rights are granted must not be
issued by IAGL, if immediately following the proposed issue:



(a) the number of Shares proposed to be issued; plus

(b) the number of Allocation Shares, Equity Shares, Bonus Equity
Shares, NED Shares, Deferred Shares, Benefit Shares and
Shares over which Performance Award Rights or Deferred
Award Rights issued by IAGL for a Plan in the period of 5
years preceding the time of the proposed issue; plus

(c) the number of shares issued by IAGL for every other employee
incentive scheme of IAGL in the period of 5 years preceding
the time of the proposed issue; plus

(d) the number of shares that would be issued if all options issued
for every other employee incentive schemes of IAGL in the
period of 5 years preceding the time of the proposed issue by
IAGL of Shares for this Plan were exercised (excluding those
Share Rights issued under employee incentive schemes of
IAGL which have lapsed),

would exceed 5% of the number of Shares of IAGL immediately
following the proposed issuc.

4  Grant of Bonus Equity Shares

Participation

4.1 In its absolute discretion, the Board may invite an Employee to
participate in the Plan and invite the Employee to make an offer to the
Trustee for Bonus Equity Shares. In determining the number of Bonus
Equity Shares to which the invitation relates, the Board may have
regard to the Transaction Costs in relation to the Bonus Equity Shares.

Terms of Bonus Equity Shares
472 Bonus Equity Shares allocated under this Plan must be on the terms set

out in schedule 1 of this deed, unless the Board determines otherwise
in its absclute discretion.

No cost to Participating Employee
' 43 A Participating Employee is not liable to make any payment on

acceptance of an offer for Bonus Equity Shares.

Offer
44  Following an invitation under clause 4.1, an offer by the Employee to

the Trustee for Bonus Equity Shares must be made on an Application
Form, or in any other form approved by the Board, on or prior to the
Acceptance Date.

4.5 The offer made by the Participating Employee is accepted by the
Trustee resolving to grant Bonus Equity Shares in accordance with the
Plan by allocating Shares to the Account established for the

Participating Employee.

4.6 By making the offer for Bonus Equity Shares, the Participating
Employee agrees 1o be bound by the terms of this deed and the
constitution of IAGL.
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Participation
5.1 In its absolute discretion, the Board may tnvite an Employee to

participate in the Plan and invite the Employee to make an offer to the
Trustee for Allocation Shares. In determining the number of
Allocation Shares to which the invitation relates, the Board may have
regard to the Transaction Costs in relation to the Allocation Shares.

Terms of Allocation Shares
5.2 Allocation Shares allocated under this Plan must be on the terms set

out in schedule 2 of this deed, unless the Board determines otherwise
in its absolute discretion.

No cost to Participating Employee
5.3 A Participating Employee is not liable to make any payment on

acceptance of an offer for Allocation Shares.

Offer
54 Following an invitation under clause 5.1, an offer by the Employee to

the Trustee for Allocation Shares must be made on an Application
Form, or in any other form approved by the Board, on or prior to the
Acceptance Date.

5.5 The offer made by the Participating Employee is accepted by the
Trustee resolving to grant Allocation Shares in accordance with the
Plan by allocating Shares to the Account established for the
Participating Employee.

5.6 By making the offer for Allocation Shares, the Participating Employee
agrees to be bound by the terms of this deed and the constitution of

IAGL.

6 Grant of Equity Shares

Participation -
6.1 In its absolute discretion, the Board may invite an Employee to
participate in the Plan and invite the Employee to make an offer to the
Trustee for Equity Shares. In determining the number of Equity
Shares to which the invitation relates, the Board may have regard to
the Transaction Costs in relation to the Equity Shares.
Terms of Equity Shares

6.2 Equity Shares allocated under this Plan must be on the terms set out in
schedule 3 of this deed, unless the Board determines otherwise in its
absolute discretion.

No cost to Participating Employee
6.3 A Participating Employee is not liable to make any payment on

acceptance of an ofter for Equity Shares.

Offer
6.4 Following an invitation under clause 6.1, an offer by the Employee to

the Trustee for Equity Shares must be made on an Application Form,



6.5

6.6

or 1n any other form approved by the Board, on or prior {o the
Acceptance Date.

The offer made by the Participating Employee is accepted by the
Trustee resolving to grant Equity Shares in accordance with the Plan
by allocating Shares to the Account established for the Participating
Employee.

By making the offer for Equity Shares, the Participating Employee
agrees 1o be bound by the terms of this deed and the constitution of
IAGL.

7 Grant of NED Shares

Participation
7.1
Terms of NED Shares
7.2

The Board may invite a Non-Executive Director to participate in the
Plan and invite the Non-Executive Director to make an offer to the
Trustee for NED Shares. In determining the number of NED Shares to
which the invitation relates, the Board may have regard to the
Transaction Costs in relation to the NED Shares.

NED Shares allocated under this Plan must be on the terms set out in
schedule 4 of this deed, unless the Board determines otherwise in its
absolute discretion.

No cost to Non-Executive Director

7.3

Offer
7.4

7.5

7.6

A Non-Executive Director is not liable to make any payment upon the
acceptance of an offer for NED Shares under the Plan.

Following an invitation under clause 7.1, an offer by the Non-
Executive Director to the Trustee for NED Shares must be made on an
Application Form, or in any other form approved by the Board, on or
prior to the Acceptance Date.

The offer made by the Participating Director is accepted by the Trustee
resolving to grant the NED Shares in accordance with the Plan by
allocating Shares to the Account established for the Participating
Director.

By making the offer for NED Shares the Participating Director agrees
to be bound by this deed and the constitution of IAGL.

7A  Grant of Defc_erred Shares

Participation
7A.1

Terms of Deferred Shares

The Board may invite an employee to participate in the Plan and invite
the employee to make an offer to the Trustee for Deferred Shares. In
determining the number of Deferred Shares to which the invitation
relates, the Board may have regard to the Transaction Costs in relation
to the Deferred Shares.



in schedule 6 of this deed, unless the Board determines otherwise in its
absolute discretion.

No cost to the Participating Employee
7A.3 A Participating Employee is not liable to make any payment upon the
acceptance of an offer for Deferred Shares under the plan.

Offer
7A.4  Following an invitation under clause 7A.1, an offer by the
Participating Employee to the Trustee for Deferred Shares must be
made on an Application Form, or in any other form approved by the
Board, on or prior to the Acceptance Date.

7A.5 The offer made by the Participating Employee is accepted by the
Trustee resolving to grant the Deferred Shares in accordance with the

Plan by allocating Shares to the Account established for the
Participating Employee.

7A.6 By making the offer for Deferred Shares the Participating Employee
agrees to be bound by this deed and the constitution of [AGL.

Dealing with deferred shares
7A.7 The Board may determine that the terms of issue of the Deferred

Shares provide for the circumstances when a Participating Employee
may assign, transfer, sell, encumber or otherwise deal with a Deferred

Share.

7B  Grant of Benefit Shares
Participation
7B.1  The Board may invite an employee to participate in the Plan and invite
the employee to make an offer to the Trustee for Benefit Shares. In
determining the number of Benefit Shares to which the invitation
relates, the Board may have regard to the Transaction Costs in relation
to the Benefit Shares. |

Terms of Benefit Shares
7B.2 Benefit Shares allocated under this Plan must be on the terms set out in

schedule 7 of this deed, unless the Board determines otherwise in its
absolute discretion. ‘

No cost to the Participating Employee
7B.3 A Participating Employee is not liable to make any payment upon the
acceptance of an offer for Benefit Shares under the plan.

Offer
7B.4  Following an invitation under clause 7B. 1, an offer by the Participating

Employee to the Trustee for Benefit Shares must be made on an
Application Form, or in any other form approved by the Board, on or
prior to the Acceptance Date.

7B.5  The offer made by the Participating Employee is accepted by the
Trustee resolving to grant the Benefit Shares in accordance with the
Plan by allocating Shares to the Account established for the
Participating Employee.



7B.6 By making the offer for Benefit Shares the Participating Employee
agrees to be bound by this deed and the constitution of IAGL.

Dealing with Benefit shares
7B.7  The Board may determine that the terms of issue of the Benefit Shares

provide for the circumstances when a Participating Employee may
assign, transfer, sell, encumber or otherwise deal with a Benefit Share.

8 Grant of Performance Award Rights

Invitation to participate
8.1 In its absolute discretion, the Board may invite an Executive to

participate in the Plan and invite the Executive to make an offer to the
Trustee for Performance Award Rights.

8.2 In determining whether to make an invitation to an Executive under
clause 8.1 and determining the terms of such invitation, the Board may
have regard to:

(a) the position in IAGL held or to be held by the Executive;
b) the Executive ’s length of service with [AGL;
(c) the contribution made by the Executive to IAGL;

(d) the potential contribution to be made by the Executive to

JAGL,; and
(e) any other matters which the Board considers relevant.
Terms of Rights
8.3 The Performance Award Rights granted under this Plan must be on the
terms set out in schedule 5 of this deed, unless the Board determines
otherwise in its absolute discretion. :

Offer A
: 84 The ofter by the Executive to the Trustee for Performance Award

Rights must be made on an Application Form and include the
following details:

(a) the name of the Executive;

(b} the nature and number of Performance Award Rights being
offered;

() the closing date for the offer of the Performance Award Rights;
and

(d) the terms of grant determined by the Board under clause 8.3.

8.5 Te make an offer to the Trustee following an invitation to an Executive
under clause 8.1, an Executive must:

(a) complete and sign the appropriate Application Form in respect
of a number of Performance Award Rights which is not greater



8.6

8.7

Executive is invited to acquire and not less than the minimum
number (if any) specified in the invitation; and

(b) return the completed and signed Application Form to the
Trustee on or prior to the Offer Closing Date.

The offer made by an Executive for Performance Award Rights is
accepted by the Trustee by resolving to grant the Rights in accordance
with the Plan.

By making the offer for a Performance Award Right, the Executive
agrees to be bound by this deed and the constitution of lAGL.

Legal personal representative

8.8

A legal personal representative of the Performance Award Right
Holder may be recognised by the Trustee as a holder of an
Performance Award Right Holder’s Performance Award Rights in
circumstances where either the Performance Award Right Holder has
died or the Performance Award Right Holder’s estate is liable to be
dealt with under the taws relating to mental health, on the production
to the Trustee of documents or other evidence which the Trustee may
reasonably require to establish the entitlement of the legal personal
representative.

8A  Grant of Deferred Award Rights

Invitation to participate

Terms of Rights

8A.1

8A.2

8A3

In its absolute discretion, the Board may invite an Executive to
participate in the Plan and invite the Executive to make an offer to the
Trustee for Deferred Award Rights.

In determining whether to make an invitation to an Executive under
clause 8A.1 and determining the terms of such invitation, the Board
may have regard to:

(a) the position in IAGL held or to be held by the Executive;

(b)  the Executive ’s length of service with IAGL;

(©) the contribution made by the Executive to IAGL;

(d) the potential contribution to be made by the Executive to
IAGL; and

(e) any other matters which the Board considers relevant.

The Deferred Award Rights granted under this Plan must be on t!]e
terms set out in schedule 8 of this deed, unless the Board determines

otherwise in its absolute discretion.



Offer
8A.4

8A5

8A.6

8A.7

The offer by the Executive to the Trustee for Deferred Award Rights
must be made on an Application Form and include the following
details:

(a) the name of the Executive;

(b) the nature and number of Deferred Award Rights being
offered;

() the closing date for the offer of the Deferred Award Rights;
and

(d) the terms of grant determined by the Board under clause 8A.3.

To make an offer to the Trustee following an invitation to an Executive
under clause 8A.1 an Executive must:

(a) complete and sign the appropriate Application Form in respect
of a number of Deferred Award Rights which is not greater
than the number of Deferred Award Rights which the
Executive is invited to acquire and not less than the minimum
number (if any) specified in the invitation; and

(b) return the completed and signed Application Form to the
Trustee on or prior to the Offer Closing Date.

The offer made by an Executive for Deferred Award Rights is accepted
by the Trustee by resolving to grant the Rights in accordance with the
Plan.

By making the offer for a Deferred Award Right, the Executive agrees
to be bound by this deed and the constitution of IAGL.

Legal personal representative

8A 8

A legal personal representative of the Deferred Award Right Holder
may be recognised by the Trustee as a holder of a Deferred Award
Right Holder’s Deferred Award Rights in circumstances where either
the Deferred Award Right Holder has died or the Deferred Award

" Right Holder’s estate is liable to be dealt with under the laws relating

to mental health, on the production to the Trustee of documents or
other evidence which the Trustee may reasonably require to establish
the entitlement of the legal personal representative.

9  Acquisition and allocation of Shares by Trustee

Trustee to acquire or allocate shares for Bonus Equity Shares, Allocation Shares, Equity
Shares, NED Shares, Deferred Shares, Benefit Shares, Deferred Award Rights and

Performance Award Rights

9.1

Subject to the Trustee:

(a) receiving sufficient payment (whether being the proceeds of a
loan provided to the Trustee by IAGL or payment from IAGL);

(b) having sufficient funds or shares in the Trust; or



9.2

bbﬁ;binakiibn of (a)uand (b) abovc,

the Trustee must allocate shares to the Account established for the
Participant in order to grant:

(d) Bonus Equity Shares under clause 4;

(e) Allocation Shares under clause 5;

(f) Equity Shares under clause 6;

(2) NED Shares under clause 7;

(h) Deferred Shares under clause 7A; or

(1) Benefit Shares under clause 7B.

The Trustee may acquire Shares for the purpose of granting Bonus
Equity Shares, Allocation Shares, Equity Shares, Deferred Shares,
Benefit Shares, NED Shares, Deferred Award Rights and Performance
Award Rights from time to time. Shares acquired in accordance with

this clause are to be registered in the name of the Trustee on
acquisition.

Legal and beneficial interest of Participants in Shares

Rights of IAGL in Shares

10

Accounts

9.3

9.4

9.5

Shares allocated in accordance with clause 9.1 in order to grant Bonus
Equity Shares, Allocation Shares, Equity Shares, Deferred Shares,
Benefit Shares, and NED Shares must be held on the terms of this deed
by the Trustee on behalf of the relevant Participant who is the
beneficial owner of the Shares subject to the terms of the Plan under
which the shares were allocated. All interests and benefits to be held
by the Trustee on behalf of a Participant under this deed are strictly
personal to that Participant.

For avoidance of any doubt, a Participant has no legal or beneficial
interest in a Share by virtue of acquiring or holding a Performance
Award Right or Deferred Award Right. The Participant’s rights under
the Performance Award Right or Deferred Award Right are purely

contractual and personal.

Nothing in this deed confers or is intended to confer on IAGL, any
charge, lien or any other proprietary right or proprietary interest in the
Shares acquired by the Trustee under this clause 9 in relation to any
Bonus Equity Shares, Allocation Shares, Equity Shares, NED Shares,
Deferred Shares, Benefit Shares, Deferred Award Rights or
Performance Award Rights. The rights of IAGL under this deed are
purely contractual.

10.1

The Trustee must open and maintain an account in respect of each
Participant.




11

Payments

10.2

Each account mus! record:

(a) the number of Bonus Equity Shares, Allocation Shares, Equity
Shares, NED Shares, Deferred Shares, Benefit Shares,
Performance Award Rights and Deferred Award Rights which
each relevant Participant has been granted or to which they are
entitled, as appropriate; '

(b) the date of acquisition of Bonus Equity Shares, Allocation
Shares, Equity Shares, NED Shares, Deferred Shares, Benefit
Shares, Performance Award Rights or Deferred Award Rights
which each relevant Participant has been granted or to which
they are entitled as appropriate; and

(c) the number of Bonus Shares (if any) to which each Participant
is entitled.

12

Notices

1.1

11.2

Subject to the terms of this deed, the Trustee may make any payment
in relation to Shares to a Participant in the manner directed by the
Participant, or otherwise as the Trustee determines is appropriate,
including, but not limited to, dividends and returns of capital.

Subject to the terms of this deed, the Trustee may deduct from any
amount to be paid to a Participant an amount on account of Tax
payable or anticipated to become payable by the Trustee, including by
the Trustee on behalf of the Participant directly or indirectly in relation
to a Share held on behalf of the Participant.

12.1

12.2

Any notice to be given by the Trustee shall be deemed to have been
duly given if:

(a) sent by electronic mail; or
(b) -~ sent by ordinary prepaid mail,
and shall be deemed to have been served:

(c) if sent by electronic mail or delivered, at the time of delivery
or sending;

(d) if posted, three days after the date of posting, excluding
Saturdays, Sundays and public holidays but, if the address of
any Participant is outside Australia, then 7 days shall be
substituted for three days for any notice given to or by that
Participant.

Delivery, transmission and postage shall be to the address of any
Participant as indicated on the application form or such other address
as the Trustee or any Participant may notify to the other.
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13.1

13.2

13.3
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13.5

The Trustee shall keep or cause to be kept true accounts of all sums of
money received and expended by or on behalf of the Trust and the
matters in respect of which such receipt and expenditure takes place
and of all sales and purchases of shares and of the assets and liabilities

of the Trust.

The books of account of the Trust shall be maintained at the registered
office of IAGL and shall be available for inspection by Participants
during normal business hours free of charge upon prior written request.

The Trustee shall appoint an Auditor of the Trust.

The Trustee shall cause the books of account to be audited annually by
the Auditor of the Trust.

The Trustee must ensure that the Auditor of the Trust has access to all
papers, accounts and documents concerned with or relating to the
Trust.

14  Income and capital distributions

Bonus Equity Shares

14.1
Allocation Shares
' 14.2
Equity Shares
[4.3

A Participating Employee is presently entitled to so much of the Net
Income of the Trust for a Year of Income which is atiributable to:

(a) the Bonus Equity Shares held by the Trustee on behalf of the
Participating Employee;

(b) the proceeds of sales arising from the sale of Share Rights by
the Trustee on behalf of the Participating Employee; and

(c) transactions or events related to Bonus Equity Shares or
property related to or arising from Bonus Equity Shares held
by the Trustee on behalf of the Participating Employee.

A Participating Employee is presently entitled to so much of the Net
Income of the Trust for a Year of Income which is attributable to:

(a) the Allocation Shares held by the Trustee on behalf of the
Participating Employee;

(b) the proceeds of sales arising from the sale of Share Rights by
the Trustee on behalf of the Participating Employee; and

(c) transactions or events related to Allocation Shares or property
retated to or arising from Allocation Shares held by the Trustee
on behalf of the Participating Employee.

A Participating Employee is presently entitled to so much of the Net
Income of the Trust for 2 Year of Income which is attributable to:



NED Shares

14.4
Deferred Shares

14.4A
Benefit Shares

1448

Balance of Net Income
14.5

(a) the Equity Shares held by the Trustee on behalf of the
Participating Employee;

{b) the proceeds of sales arising from the sale of Share Rights by
the Trustee on behalf of the Participating Employee; and

(c) transactions or events related to Equity Shares or property
related to or arising from Equity Shares held by the Trustee on
behalf of the Participating Employee.

A Participating Director is presently entitled to so much of the Net
Income of the Trust for a Year of Income which is attributable to:

(a) the NED Shares held by the Trustee on behalf of the
Participating Director;

(b) the proceeds of sales arising from the sale of Share Rights by
the Trustee on behalf of the Participating Director; and

(c) transactions or events related to NED Shares or property
related to or arising from NED Shares held by the Trustee on
behalf of the Participating Director.

A Participating Employee is presently entitled to so much of the Net
Income of the Trust for a Year of Income which is attributable to:

(a) the Deferred Shares held by the Trustee on behalf of the
Participating Employee;

(b)  the proceeds of sales arising from the sale of Share Rights by
the Trustee on behalf of the Participating Employee;

(c) transactions or events related to Deferred Shares or property
. related to or arising from Deferred Shares held by the Trustee

on behalf of the Participating Employee.

A Participating Employee is presently entitled to so much of the Net
Income of the Trust for a Year of Income which is attributable to:

(a) the Benefit Shares held by the Trustee on behalf of the
Participating Employee;

(b) the proceeds of sales arising from the sale of Share Rights by
the Trustee on behalf of the Participating Employee;

(©) transactions or events related to Benefit Shares or property
related to or arising from Benefit Shares held by the Trustee on

behalf of the Participating Employee.

The balance of the Net Income of the Trust for a Year of income to
which no Participant is presently entitled in accordance with clauses
14.1, 14.2, 14.3, 14.4, 14 4A or 14.4B may, subject to compliance with
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14.6

14.7

Amendment
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Listing Rules, be applied, in whole or in part for the benefit of one or
more of the following beneficiaries as the Trustee thinks fit:

(a) an Employee (other than a director of a body corporate in the

Group);

(b) a Participant (other than a director of a body corporate in the
Group);

(c) a provident, benefit, superannuation or retirement fund

established and maintained by IAGL;

(d) an employee share or option trust established for the benefit of
all orany Employees of IAGL;

(e) a trust established and maintained for the benefit of all or any
Employees of IAGL; or

£} any charity nominated by the Trustee.

The balance of the Net Income of the Trust for a Year of Income to
which no Participant is presently entitled in accordance with clause
14.1, 14.2, 14.3, 14.4, 14.4A or 14.4B and not applied in accordance
with clause 14.5 may be accumulated by the Trustee as an Accretion to
the Trust.

The Trustee may, prior to the termination of the Trust as set out in
clause 19.1, if it thinks fit, apply that part of the capital of the Trust to
which no Participant would be entitled as set out in clause 19 if the
Trust was terminated at that time, in one or more of the following:

(a) in payment of any costs and expenses incurred by the Trustee
in the execution or purported execution of the Trust or any of
the powers, authorities or discretions vested in the Trustee; or

(b) for the benefit of any of the followmg beneﬁcnanes as the
Trustee thinks fit:

(i)  an Employee;
(ii) a Participant; or

(iii)  a provident, benefit, supcrannuation or retirement fund
established and maintained by IAGL.

15.1

15.2

Subject to clauses 15.2 and 15.3, IAGL may at any time by written
instrument or by resolution of the Board, amend all or any of the
provisions of this deed (including this clause 15).

No amendment of the provisions of this deed is to reduce the rights of
any Participant in respect of Bonus Equity Shares, Allocation Shares,
Equity Shares, NED Shares, Deferred Shares, Benefit Shares,
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Performance Award Rights or Deferred Award Rights credited to the
Account of the Participant prior to the date of the amendment, other
than an amendment introduced primartly:

(a) to enable the Trustee or IAGL to take into account any changes
to the system of taxation in Australia, including any proposed
changes to the system of taxation in Australia, as a result of the
Government’s adoption of any recommendations made in the
Report of the Review of Business Taxation submitted to the
Government by the Ralph Committee;

(b) for the purpose of complying with or conforming to present or
future State, Territory or Commonwealth legal requirements
governing or regulating the maintenance or operation of the
Plan or like plans;

() to correct any manifest error or mistake;

(d) to enable contributions or other amounts paid by any body
corporate in the Group to the Trust to qualify as income tax
deductions for that body corporate or any other body corporate
in the Group; or

(e) to enable the Trustee or any body corporate in the Group to
comply with the Corporations Act or the Listing Rules.

No amendment may be made except in accordance with and in the
manner (if any) stipulated by the Listing Rules. ‘

Subject to the above provisions of this clause 15, any amendment
made pursuant to clause 15.1 may be given such retrospective effect as
is specified in the written instrument or resolution by which the
amendment is made.

16  Obligations and indemnity of the Trustee

16.1

16.2

16.3

Without derogating from the right of indemnity given by law to
trustees, IAGL hereby covenants with the Trustee that it wili
indemnify and keep indemnified the Trustee in respect of all liabilities,
costs and expenses incurred by the Trustee in the execution or
purported execution of the Trust or any of the powers, authorities or
discretions vested in the Trustee and from and against all actions,
proceedings, costs, claims and demands in respect of any matter or
thing done or omitted other than a claim arising out of the Trustee’s
negligence, dishonesty or the Trustee wilfully or knowingly being a
party to a breach of trust.

The Trustee shall not be under any liability whatsoever except for its
negligence, dishonesty, fraud or wilful default or except for the
negligence, default or wilful breach of trust committed by any of its
employees or agents acting as such.

Subject to clause 16.4, nothing in clause 16.1 enables the Trustee to
recover any liabilities, costs and expenses from any Participant.



16.5

any Tax payable by the Trustee in respect of Shares held by the -
Trustee on behalf of the Participant.

Except as expressly provided in this deed, the Trustee will have no
right of indemnity from a Participant personally.

17  Administration of the Plan

17.1

17.2

17.3

17.4

17.5

17.6

The Plan will be administered by the Trustee and the Board in
accordance with this deed. The Board may make further rules for the
operation of the Plan which are consistent with this deed.

Any power or discretion which is conferred on the Board by this deed
must be exercised by the Board in the interests or for the benefit of
[AGL, and the Board is not, in exercising any such poweror
discretion, under any fiduciary or other obligation to any other person.

Any power or discretion which is conferred on the Board by this deed
may be delegated by the Board to a committee consisting of such
Directors and/or other officers and/or employees of IAGL or a related
body corporate of IAGL or to a third party and for such periods and on
such conditions as the Trustee, |AGL or the Board, as the case may be,
thinks fit.

The decision of the Board as to the interpretation, effect or application
of this deed will be final and conclusive.

The Trustee and IAGL may each, from time to time, require a
Participant to complete and return such other documents as may be
required by law to be completed by the Participant or such other
documents which the Trustee or IAGL considers should, for legal or
taxation reasons, be completed by the Participant.

The Board may from time to time suspend the operation of the Plan
and may at any time cancel the Plan. The suspension or cancellation
of the Plan will not prejudice the existing rights of Participants.

18  Rights of Participants

18.1

Except as expréssly provided in this deed, nothing in this deed:
(a) confers on any Employee the right to receive any Shares;

b confers on any Participant the right to continue as an employee
of any body corporate in the Group;

(©) affects any rights which any body corporate in the Group may
have to terminate the employment of any Employee;

(d) may be used to increase damages in any action brought against
any body corporate in the Group in respect of any such
termination; or




(e) confers on an Executive or Employee any expectation to
become a Participant.

19  Termination of Trust

19.1

19.2

19.3

The Trust will terminate and be wound up as provided below upon the
first to occur of the following events:

(a) an order being made or an effective resolution being passed for
the winding up of IAGL (other than for the purpose of
amalgamation or reconstruction);

(b) the Board determining that the Trust is to be wound up; and

(c) the day before the 80th anniversary of the date of this deed.

‘If the Trust is terminated, the Trustec must transfer to each Participant

the Bonus Equity Shares, Allocation Shares, Equity Shares, Deferred
Shares, Benefit Shares and NED Shares standing to the credit of the
Account of the Participant.

The balance of the capital or income of the Trust to which no
Participant is entitled in accordance with clause 14 may be applied in
whole or in part for the benefit of one or more of the following
beneficiaries as the Trustee thinks fit:

(a) an employee share or option trust established for the benefit of
all or any Employees of LAGL;

(b) a provident, benefit, superannuation or retirement fund
established and maintained by IAGL;

(c) a trust established and maintained for the benefit of all or any
Employees of IAGL; or

(d) any charity nominated by the Trustee.

20  Sale and Indemnity

20.1

The Board may, at the time of offer of a Bonus Equity Share,
Allocation Share, Bonus Equity Share, Deferred Share, Benefit Share
or NED Share to a Participant, provide that the Participant is required
to reimburse IAGL in the event that IAGL or any member of the
Group is obliged to account for tax in connection with, or as a result of
the grant or transfer of Bonus Equity Shares, Allocation Shares, Bonus
Equity Shares, Deferred Shares, Benefit Shares or NED Shares to the
Participant. The Board may determine the manner in which
reimbursement is to occur, including without limitation by sale of the
Shares held on behalf of the Participant.
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21.1  This deed will be governed by the laws of New South Wales and will
be construed and take effect in accordance with those laws.

EXECUTED as a deed



Execution page

THE COMMON SEAL of
INSURANCE AUSTRALIA GROUP
LIMITED is affixed in accordance with
its constitution in the presence of:

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

Name of authorised person (block letters)

THE COMMON SEAL of IAG Share
Plan Nominee Pty Limited is affixed in
accordance with its constitution in the
presence of:

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

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

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

Name of authorised person (block letters)
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Name of authorised person (block letters)

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

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

Name of authorised person (block letters)
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1.2

2.1

3.

3.1

Registration of and beneficial interest in Bonus
Equity Shares

Bonus Equity Shares allocated to a Participating
Employee under the Plan are to be registered in the
name of the Trustee and are to be held on the terms of
this deed by the Trustee until transferred under term
12. The Participating Employee will be the beneficial
owner of the Bonus Equity Shares from the time of
allocation.

By making an offer for Bonus Equity Shares in
accordance with clause 4 of this deed, a Participating
Employee agrees to be bound by the trust deed for the
IAGL Bonus Equity Share Plan and the constitution of
IAGL.

Interpretation

Restriction Period for a Bonus Equity Share means
the period commencing at the date of allocation of the
Bonus Equity Share in accordance with clause 4.5 and
ending on the earliest of:

(a)  the final day of the period prescribed by the
Board at the time of the invitation;

(b) the day the Participating Employee is no
longer employed by any of the following:

(1) by a member of the Group; or

(ii) unless the Board otherwise determines,
the employer of the Participating
Employee at the date of allocation of the
Bonus Equity Share; or

(¢)  the day the Trustee notifies the Participating
Employee that the Board has determined that
an Event has occurred.

Right to dividends

Subject to the terms of this deed, a Participating
Employee is entitled to receive all Cash Dividends
paid on their Bonus Equity Shares.



4.1

4.2

4.3

4.4

5.1

52

Bonus Shares

Subject to term 4.2, a Participating Employee is
entitled to any Bonus Shares which accrue to the
Shares held by the Trustee on behalf of that
Participating Employee.

The Bonus Shares must be registered in the name of
the Trustee and held in trust by the Trustee on behalf
of the Participating Employee, who will be the
beneficial owner of the Bonus Shares.

Upon allotment to the Trustee:

(a)  Bonus Shares are deemed to be Shares for the
purposes of this deed; and

(b)  Bonus Shares issued in respect of Bonus
Equity Shares are deemed to be Bonus Equity
- Shares for the purposes of this deed.

The Bonus Shares will for the purpose of detérmining
the Restriction Period be deemed to be acquired on a
date determined by the Board.

Share Rights

The Trustee will send a notice to a Participating
Employee of any Share Rights which accrue to Bonus
Equity Shares held by the Trustee on behalf of that
Participating Employee. '

Within 7 days of receiving the notice referred to in
term 5.1, the Participating Employee may provide the
Trustee with either:

(a) written instructions in the form (if any)
prescribed by IAGL to sell some or all of the
Share Rights to the extent permitted by law; or

(b) (i) written instructions in the form (if any)
prescribed by IAGL to acquire, to the
extent permitted by law, some or all of the
shares or securities in IAGL to which the
Share Rights relate; and

(ii) payment of an amount equal to the cost of
accepting the Share Rights entitlement
plus, if the Trustee so requires, such
additional amount as the Trustee
estimates (and notifies to the Participating
Employee) to be the cost of transferring
the shares or securities to the Participating
Employee.



5.4

5.5

5.6

6.1

Ii In€ rarmcipating cmployecc aocs NolL g1ve a notice
under term 5.2, the Trustee is entitled to sell the
Rights.

Subject to term 5.5, if the Trustee sells the Share
Rights in accordance with term 5.2 or term 5.3, the
Trustee must distribute the proceeds of the sale (after
deduction of the costs of sale incurred by the Trustee)
to the Participating Employee.

If the Trustee acquires, on behalf of the Participating
Employee, a specified number of shares or securities
pursuant to the Share Rights in accordance with term
5.2(b), the Trustee will transfer those shares or
securities to the Participating Employee. The Trustee
may make it a condition of transfer that the
Participating Employee pay the cost of transfer
(including stamp duty).

Where the Trustee sells the Share Rights (regardless
of whether instructed by the Participating Employee
or not), the Trustee:

(a)  has no obligation to maximise the sale price of
the Share Rights;

(b)  may aggregate Share Rights to be sold in
blocks of Share Rights; and

{c)  inrelation to its obligation to pay the proceeds
of sale to the Participating Employee may
attribute a sale price to each Share Right sold
equal to the aggregate price for each Share
Right sold in a block of Share Rights.

Other accretions

If an Accretion arises in respect of a Share other than
by way-of:

(a) .Cash Dividend;
(b)  Bonus Shares; or
(c) Share Rights,

the Trustee may, in its absolute discretion, decide to
transfer, or provide the benefit of; all or such part of
the Accretion as the Trustee determines to the
Participating Employee.




7.1

7.2

8.1

9.1

10.

10.1

Voting right

IAGL will make arrangements with the person
charged with maintaining the IAGL Share Register
from time to time to have the notices (including the
IAGL annual report), or copies of them, that are sent
to the registered holders of shares sent to the
Participating Employee as well, so far as is
practicable, relevant and lawful.

The Trustee and [AGL, will enable, so far as
practicable, relevant and lawful, the appointment of
the Participating Employee or the Participating
Employee’s nominees (but no more than 2 other
persons) as the Trustee’s attommey within the time
period allowed, and in the manner required, by
1AGL’s constitution in order to exercise the votes
attached to the Bonus Equity Shares held by the
Trustee on behalf of the Participating Employee.

Right to attend, speak etc

The appointment of a Participating Employee or the
Participating Employee’s nominees as the Trustee’s
attorney as referred to in term 7.2 will, so far as
practicable, relevant and lawful, entitle the
Participating Employee or nominee (as the case may
be) to attend and speak and demand a poll or join in
demanding a poll at the relevant meeting of members
(or class of members) of [AGL, and to consent to
short notice of such meeting and any resolution to be
considered thereat.

Failure to provide information

IAGL and the Trustee will not be liable for the
accidental omission to give notice of any meeting or
confirmation or the non-receipt of that notice and
confirmation by any Participating Employee nor will
that invalidate or breach the provisions of term 7.1 or
7.2.

How Trustee votes

The Trustee will only cast a vote on any resolution in
respect of Shares through its attorneys (or their
nominees) appointed pursuant to term 7.2.



11.

12.

12.1

12.2

12.3

12.4

No clamm

A Participating Employee will not have any claim
against the Trustee or IAGL as a result of the exercise
by the Trustee or IAGL of a power, discretion or
determination under terms 7 to 10.

Transfer of Bonus Equity Shares

The Trustee must not assign, transfer, sell, encumber
or otherwise deal with a Bonus Equity Share except in
the circumstances set out in this term 12 or unless
compelled by law.

The Participating Employee must not assign, transfer,
sell, encumber or otherwise deal with a Bonus Equity
Share or any legal or beneficial interest in a Bonus
Equity Share:

(a)  unless and until the Bonus Equity Share has
been transferred to the Participating Employee
in accordance with this term 12; or

(b)  except in the circumstances set out in this term
12.

At the end of the Restriction Period, a Participating
Employee has until the day 2 months from the end of
the Restriction Period to either:

(a)  give the Trustee a notice that the Participating
Employee wishes to arrange through the
Trustee the sale of all of the Bonus Equity
Shares held by the Trustee on behalf of the
Participating Employee; or

(b)  give the Trustee a notice to transfer the Bonus
Equity Shares held on behalf of the
. Participating Employee to the Participating
Employee. . :

Where the Trustee sells the Bonus Equity Shares
under this term 12, the Trustee:

(a) has no obligation to maximise the sale price of
the Bonus Equity Shares;

(b)  may sell the Bonus Equity Shares with other
Shares (whether or not held for the
Participating Eligible Employee); and

(¢}  inrelation to its obligation (if any) to pay the
proceeds of sale to the Participating Employee,
may:



12.5

12.6

12.7

13.

13.1

14.

14.1

(i) deduct any costs of the sale before
making a payment to the Participating
Employee; and

(i) attribute a sale price to each Bonus
Equity Share as the Trustee considers
appropriate.

If the Trustee does not receive a notice in accordance
with term 123, then the Trustee must transfer the
Bonus Equity Shares to the Participating Employee
within | month of the end of the notice period referred
to in term 12.3.

A Participating Employee will not have any claim
against the Trustee or IAGL as a result of the exercise
by the Trustee of a power, discretion or determination
under this term 12.

The requirement or right to transfer Bonus Equity
Shares under this term is subject to the power of the
Board set out in clause 19 of this deed.

Forfeiture

Bonus Equity Shares allocated to a Participating
Employee will be forfeited if the employment of the
Participating Employee is terminated for serious
misconduct involving dishonesty.

Early Release

A Participating Employee suffering financial hardship
may apply to the Board for early release of Shares
from the Trust. The Board may then, in its absolute
discretion, determine that the Shares be released.
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1.

I.1

1.2

2.1

3.1

4.1

4.2

Registration of and beneficial interest in Allocation
Shares

Allocation Shares allocated to a Participating
Employee under the Plan are to be registered in the
name of the Trustee and are to be held on the terms of
this deed by the Trustee until transferred under term
12. The Participating Employee will be the beneficial
owner of the Allocation Shares from the time of

allocation.

By making an offer for Allocation Shares in
accordance with clause 5 of this deed, a Participating
Employee agrees to be bound by the trust deed for the
Allocation Share Plan and the constitution of IAGL.

Interpretation

Restriction Period for an Allocation Share means the
period commencing at the date of allocation of the
Allocation Share in accordance with clause 5.5 and
ending on the earliest of:

(a)  the end of the day before the fifth anniversary
of the allocation of the Share;

(b)  the day the Participating Employee is no
longer employed by any of the following:

() a member of the Group; or

(3i) unless the Board otherwise determines,
the employer of the Participating
Employee at the date of allocation of the
Allocation Shares; or

(c) the day the Trustee notifies the Participating
Employee that the Board has determined that
an Event has occurred. '

Right to dividends

Subject to the terms of this deed, a Participating
Employee is entitled to receive all Cash Dividends
paid on their Allocation Shares.

Bonus Shares

Subject to term 4.2, a Participating Employee is
entitled to any Bonus Shares which accrue to the
Shares held by the Trustee on behalf of that
Participating Employee.

The Bonus Shares must be registered in the name of
the Trustee and held in trust by the Trustee on behalf




4.3

4.4

5.1

52

53

54

of the Participating Employee, who will be the B
beneficial owner of the Bonus Shares.

Upon allotment to the Trustee:

(a) Bonus Shares are deemed to be Shares for the
purposes of this deed; and

{b) Bonus Shares issued in respect of Allocation
Shares are deemed to be Allocation Shares for
the purposes of this deed.

The Allocation Shares will for the purpose of
determining the Restriction Period be deemed to be
acquired on a date determined by the Board.

Share Rights

The Trustee will send a notice to a Participating
Employee of any Share Rights which accrue to
Allocation Shares held by the Trustee on behalf of that
Participating Employee.

Within 7 days of receiving the notice referred to in
term 5.1, the Participating Employee may provide the
Trustee with either: :

a)  written instructions in the form (if any)
prescribed by IAGL to sell some or all of the
Share Rights to the extent permitted by law; or

b}  (i)written instructions in the form (if any)
prescribed by IAGL to acquire, to the extent
permitted by law, some or all of the shares or
securities in IAGL 10 which the Share Rights
relate; and

(ii)) payment of an amount equal to the cost of
accepting the Share Rights entitlement
plus, if the Trustee so requires, such
additional amount as the Trustee
estimates (and notifies to the Participating
Employee) to be the cost of transferring
the shares or securities to the Participating
Employee.

If the Participating Employee does not give a notice
under term 5.2, the Trustec is entitled to sell the Share
Rights.

Subject to term 5.5, if the Trustee sells the Share
Rights in accordance with term 5.2 or term 5.3, the
Trustee must distribute the proceeds of the sale (after
deduction of the costs of sale incurred by the Trustee)
to the Participating Employee.
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Employee, a specified number of shares or securities
pursuant to the Share Rights in accordance with term
5.2(b), the Trustee will wransfer those shares or
securities 1o the Participating Employee. The Trustee
may make it a condition of transfer that the
Participating Employee pay the cost of transfer
(including stamp duty).

Where the Trustee sells the Share Rights (regardless
of whether instructed by the Participating Employee
or not), the Trustee:

(a)  has no obligation to maximise the sale price of
the Share Rights;

{(b)  may aggregate Share Rights to be sold in
blocks of Share Rights; and

(©) in relation to its obligation to pay the proceeds
of sale to the Participating Employee may
attribute a sale price to each Share Right sold
equal to the aggregate price for each Share
Right sold in a block of Share Rights.

Other accretions

If an Accretion arises in respect of a Share other than
by way of:

(a)  Cash Dividend;
(b)  Bonus Shares; or
() Share Rights,

the Trustee may, in its absolute discretion, decide to
transfer, or provide the benefit of, all or such part of
the Accretion as the Trustee determines to the
Participating Employee.

Voting right

IAGL will make arrangements with the person
charged with maintaining the IAGL Share Register
from time to time to have the notices (including the
IAGL annual report), or copies of them, that are sent
to the registered holders of shares sent to the -
Participating Employee as well, so far as is
practicable, relevant and lawful.

The Trustee and JAGL., will enable, so far as
practicable, relevant and lawful, the appointment of
the Participating Employee or the Participating
Employee’s nominees (but no more than 2 other
persons) as the Trustee’s attorney within the time
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9.1

10.

10.1

11.

12.

12.1

12.2

period allowed, and in the manner required, by
IAGL’s constitution in order to exercise the votes
attached to the Allocation Shares held by the Trustee n
behalf of the Participating Employee.

Right to attend, speak etc

The appointment of a Participating Employee or the
Participating Employee’s nominees as the Trustee’s
attorney as referred to in term 7.2 will, so far as
practicable, relevant and lawful, entitle the
Participating Employee or nominee (as the case may
be) to attend and speak and demand a poll or join in
demanding a poll at the relevant meeting of members
(or class of members) of [AGL, and to consent to
short notice of such meeting and any resolution to be
considered thereat.

Failure to provide information

IAGL and the Trustee will not be liable for the
accidental omission to give notice of any meeting or
confirmation or the non-receipt of that notice and
confirmation by any Participating Employee nor will
that invalidate or breach the provisions of term 7.1 or
7.2

How Trustee votes

The Trustee will only cast a vote on any resolution in
respect of Shares through its attorneys (or their
nominees) appointed pursuant to term 7.2.

No claim

A Participating Employee will not have any claim
against the Trustee or IAGL as a result of the exercise
by the Trustee or IAGL of a power, discretion or
determination under terms 7 to 10. '

Transfer of Allocation Shares

The Trustee must not assign, transfer, sell, encumber
or otherwise deal with an Allocation Share except in
the circumstances set out in this term 12 or unless
compelled by law.

The Participating Employee must not assign, transfer,
sell, encumber or otherwise deal with an Allocation
Share or any legal or beneficial interest in an
Allocation Share:

(a) unless and until the Allocation Share has been
transferred 1o the Participating Employee in
accordance with this term 12; or
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At the end of the Restriction Pertod, a Participating
Employee has until the day 2 months from the end of
the Restriction Period to either:

(ay  give the Trustec a notice that the Participating
Employee wishes to arrange through the
Trustee the sale of all of the Allocation Shares
held by the Trustee on behalf of the
Participating Employee; or

(b}  give the Trustee a notice to transfer the
Allocation Shares held on behalf of the
Participating Employee to the Participating
Employee.

Where the Trustee sells the Allocation Shares under
this term 12, the Trustee:

(a) has no obligation to maximise the sale price of
the Allocation Shares;

(b) may sell the AHocation Shares with other
Shares (whether or not held for the
Participating Eligible Employee); and

() in relation to its obligation (if any) to pay the
proceeds of sale to the Participating Employee,
may:

0] deduct any costs of the sale before
making a payment to the Participating
Employee; and

(i) attribute a sale price to each Allocation
Share as the Trustee considers
appropriate.

If the Trustee does not receive a notice in accordance

with term 12.3, then the Trustee must transfer the
Allocation Shares to the Participating Employee
within 1 month of the end of the notice period referred
to in term 12.3.

A Participating Employee will not have any claim
against the Trustee or IAGL as a result of the exercise
by the Trustee of a power, discretion or determination
under this term 12.

The requirement or right to transfer Allocation Shares
under this term is subject to the power of the Board set
out in clause 19 of this deed.

Forfeiture
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14.

Allocation Shares allocated to a Participating
Employee will be forfeited if the Employee is no
tonger employed by any of the following before the
second anniversary of the allocation:

(i) a member of the Group; or

(it)  unless the Board determtnes otherwise, the
employer of the Participating Employee at the
date of allocation of the Allocation Shares;

except for cessation caused by:

a} redundancy;

b)  Retirement;

¢) death; or

d)  Total and Permanent Disablement.

Early Release

A Participating Employee suffering financial hardship
may apply to the Board for early release of Shares
from the Trust. The Board may, in its absolute
discretion, determine that the Shares be released.




Schedule 3 - Equity Shares Terms

1.2

2.1

3.1

4.1

4.2

Registration of and beneficial interest in Equity
Shares

Equity Shares allocated to a Participating Employee
under the Plan are to be registered in the name of the
Trustee and are to be held on the terms of this deed by
the Trustee until transferred under term 12. The

Participating Employee will be the beneficial owner of

the Equity Shares from the time of allocation.

By making an offer for Equity Shares in accordance
with clause 6 of this deed, a Participating Employee
agrees to be bound by the trust deed for the Equity
Share Plan and the constitution of IAGL.

Interpretation

Restriction Period for a an Equity Share means the
period commencing at the date of allocation of the

Equity Share in accordance with clause 6.5 and ending

on the earliest of®

(a) the final day of the period prescribed by the
Board at the time of the invitation;

(b)  the day the Participating Employee is no
longer employed by any of the following:

§)) a member of the Group; or

(ii) unless the Board otherwise determines,
the employer of the Participating
Employee at the date of atlocation of the
Equity Shares; or

(c)  the day the Trustee notifies the Participating
Employee that the Board has determined that
an Event has occurred.

Right to dividends

Subiject to the terms of this deed, a Participating
Employee is entitled to receive all Cash Dividends
paid on their Equity Shares.

Bonus Shares

Subject to term 4.2, a Participating Employee is
entitled to any Bonus Shares which accrue to the
Shares held by the Trustee on behalf of that
Participating Employee.

The Bonus Shares must be registered in the name of
the Trustee and held in trust by the Trustee on behatf
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44

5.1

52

5.3

54

of the Participating Employee, who will be the
beneficial owner of the Bonus Shares,

Upon atlotment to the Trustee:

(a) Bonus Shares are deemed 1o be Shares for the
purposes of this deed; and

{b) Bonus Shares issued in respect of Equity
Shares are deemed to be Equity Shares for the
purposes of this deed.

The Bonus Shares will for the purpose of determining
the Restriction Period be deemed to be acquired on a
date determined by the Board.

Share Rights

The Trustee will send a notice to a Participating
Employee of any Share Rights which accrue to Equity
Shares held by the Trustee on behalf of that
Participating Employee.

Within 7 days of receiving the notice referred to in
term 5.1, the Participating Employee may provide the
Trustee with either:

a)  written instructions in the form (if any)
prescribed by JAGL to sell some or all of the
Share Rights to the extent permitted by law; or

b)  (i)written instructions in the form (if any)
prescribed by IAGL to acquire, to the extent
permitted by law, some or all of the shares or
securities in IAGL to which the Share Rights
relate; and

(i)  payment of an amount equal to the cost of
accepting the Share Rights entitlement
plus, if the Trustee so requires, such
additional amount as the Trustee
estimates (and notifies to the Participating
Employee) to be the cost of transferring
the shares or securities to the Participating
Employee.

If the Participating Employee does not give a notice
under term 5.2, the Trustee is entitled to sell the Share
Rights.

Subject to term 5.5, if the Trustee sells the Share
Rights in accordance with term 5.2 or term 5.3, the
Trustee must distribute the proceeds of the sale (after
deduction of the costs of sale incurred by the Trustee)
to the Participating Employee.




5.6

6.1

7.1

7.2

I the Trustee acquires, on behall o the rarticipating
Employee, a specified number of shares or securities
pursuant to the Share Rights in accordance with term
5.2(b), the Trustee will transfer those shares or
securities to the Participating Employee. The Trustee
may make it a condition of transfer that the
Participating Employee pay the cost of transfer
(including stamp duty).

Where the Trustee sells the Share Rights (regardless
of whether instructed by the Participating Employee
or not), the Trustee:

(a) has no obligation to maximise the sale price of
the Share Rights;

(b)  may aggregate Share Rights to be sold in
blocks of Share Rights; and

(c)  inrelation to its obligation to pay the proceeds
of sale to the Participating Employee may
attribute a sale price to each Right sold equal
to the aggregate price for each Share Right
sold in a block of Rights.

Other accretions

If an Accretion arises in respect of a Share other than
by way of:

(a)  Cash Dividend;
(b) Bonus Shares; or
(c) Share Rights,

the Trustee may, in its absolute discretion, decide to
transfer, or provide the benefit of, all or such part of
the Accretion as the Trustee determines to the
Participating Employec.

Voting right

IAGL will make arrangements with the person
charged with maintaining the IAGL Share Register
from time to time to have the notices (including the
FAGL annual report), or copies of them, that are sent
to the registered holders of shares sent to the
Participating Employee as well, so far as is
practicable, relevant and lawful.

The Trustee and IAGL, will enable, so far as
practicable, relevant and lawful, the appointment of
the Participating Employee or the Participating
Employee’s nominees (but no more than 2 other
persons) as the Trustee’s attorney within the time
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10.

10.1

11.

12.
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12.2

period allowed, and in the manner required, by
IAGL. s constitution in order t0 exercise the votes
attached to the Equity Shares held by the Trustee on
behalf of the Participating Employee.

Right to attend, speak etc

The appointment of a Participating Employee or the
Participating Employee’s nominees as the Trustee’s
attorney as referred to in term 7.2 will, so far as
practicable, relevant and lawful, entitle the
Participating Employee or nominee (as the case may
be) to attend and speak and demand a poll or join in
demanding a poll at the relevant meeting of members
(or class of members) of IAGL, and to consent to
short notice of such meeting and any resolution to be
considered thereat.

Failure to provide information

IAGL and the Trustee will not be liable for the
accidental omission to give notice of any meeting or
confirmation or the non-receipt of that notice and
confirmation by any Participating Employee nor will
that invalidate or breach the provisions of term 7.1 or
7.2,

How Trustee votes

The Trustee will only cast a vote on any resolution in
respect of Shares through its attorneys {or their
nominees) appointed pursuant to term 7.2.

No claim

A Participating Employee will not have any claim
against the Trustee or IAGL as a result of the exercise
by the Trustee or IAGL of a power, discretion or
determination under terms 7 to 10. '

Transfer of Equity Shares

The Trustee must not assign, transfer, sell, encumber
or otherwise deal with an Equity Share except in the
circumstances set out in this term 12 or unless
compelled by law.

The Participating Employee must not assign, transfer,
sell, encumber or otherwise deal with an Equity Share
or any legal or beneficial interest in an Equity Share:

(a) unless and until the Equity Share has been
transferred to the Participating Employee in
accordance with this term 12; or
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12.5

12.6

12.7

13.

(b) except n tne crrcumstances set out 1n this term
12,

At the end of the Restriction Period, a Participating
Employee has vuntil the day 2 months from the end of
the Restriction Period to either:

{a)  give the Trustee a notice that the Participating
Employee wishes to arrange through the
Trustee the sale of all of the Equity Shares
held by the Trustee on behalf of the
Participating Employee; or

(b)  give the Trustec a notice to transfer the Equity
Shares held on behalf of the Participating
Employee to the Participating Employee.

Where the Trustee sells the Equity Shares under this
term 12, the Trustee:

(a) has no obligation to maximise the sale price of
the Equity Shares;

(b) may sell the Equity Shares with other Shares
(whether or not held for the Participating
Eligible Employee); and

(c)  inrelation to its obligation (if any) to pay the
proceeds of sale to the Participating Employee,
may:

(i) deduct any costs of the sale before
making a payment to the Participating
Employee; and

(i) attribute a sale price to each Equity
Share as the Trustee considers
appropriate.

1f the Trustee does not receive a notice in accordance
with term 12.3, then the Trustee must transfer the
Equity Shares to the Participating Employee within

1 month of the end of the notice period referred to in
term 12.3.

A Participating Employce will not have any claim
against the Trustee or IAGL as a result of the exercise
by the Trustee of a power, discretion or determination

under this term 12.

The requirement or right to transfer Equity Shares
under this term is subject to the power of the Board set
out in clause 19 of this deed.

Forfeiture



13.1

14.

Equity Shares allocated to a Participating Employee
will be forfeited if the employment of the Participating
Employee is terminated for serious misconduct
involving dishonesty.

Early Release

A Participating Employee suffering financial hardship
may apply to the Board for early release of Shares
from the Trust. The Board may then, in its absolute
discretion, determine that the Shares be released.




Schedule 4 - NED Shares Terms

|

1.2

2.1

3.1

4.1

472

4.3

Registration of NED Shares and beneficial interest
in NED Shares

NED Shares allocated to the Participating Director
under the Plan are to be registered in the name of the
Trustee and are to be held on the terms of this deed by
the Trustee until transferred under term 12. The
Participating Director will be the beneficial owner of
the NED Shares from the time of allocation.

By making an offer for NED Shares in accordance
with clause 7 of this deed, a Participating Director
agrees to be bound by the terms of the trust deed for
the IAGL NED Share Plan and the constitution of
IAGL.

Interpretation

Restriction Period means, in respect of a NED Share,
the period commencing at the date of allocation of the
NED Share in accordance with clause 7.5 and ending
on the earliest of:

(a)  the final day of the period prescribed by the
Trustee at the time of the invitation (not being
less than 12 months);

(b) the day the Participating Employee ceases to
be a Director of [AGL; or

(c) the day determined by the Trustee as the result
of the Trustee determining that an Event has
occurred.

Right to dividends

A Participating Director is entitled to receive all Cash
Dividends paid on their NED Shares.

- Bonus Shares

Subject to term 4.2, a Participating Director is entitled
to any Bonus Shares which accrue to the NED Shares
held by the Trustee on behalf of that Participating
Director.

The Bonus Shares must be registered in the name of
the Trustee and held on trust by the Trustee on behalf
of the Participating Director, who will be the
beneficial owner of the Bonus Shares.

Upon allotment to the Trustee:
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5.1
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54

5.5

(a) Bonus Shares are deemed to be Shares for
the purposes of this deed;

b Bonus Shares issued in respect of NED
Shares are deemed to be NED Shares for the
purposes of this deed.

The Bonus Shares will for the purpose of determining
the Restriction Period be deemed to be acquired on a
date determined by the Board.

Share Rights

The Trustee will send a notice to a Participating
Director of any Share Rights which accrue to NED
Shares held by the Trustee on behalf of that
Participating Director.

Within 7 days of receiving the notice referred to in
term 5.1, the Participating Director may provide the
Trustee with either:

(a) written instructions in the form (if any)
prescribed by IAGL to sell some or all of the
Share Rights to the extent permitted by law;
or

(b) (1) written instructions in the form (if
any) described by IAGL to acquire,
to the extent permitted by law, some
or all of the shares or securities in
IAGL to which the Share Rights
relate; and

(ii)  payment of an amount equal to the
cost of accepting the Share Rights
entitlement plus, if the Trustee so
requires, such additional amount as
the Trustee estimates (and notifies to
the Participating Director) to be the
cost of transferring the shares or
securities to the Participating
Director.

If the Participating Director does not give a notice
under term 5.2, the Trustee is entitled to sell the Share

Rights.

Subject to term 5.5, if the Trustee sells the Share
Rights in accordance with term 5.2 or term 5.3, the
Trustee must distribute the proceeds of the sale (afier
deduction of the costs of sale incurred by the Trustee)
to the Participating Director.

If the Trustee acquires, on behalf of the Participating
Director, a specified number of shares or securities



5.6

6.1

7.1

7.2

pursuant 10 the share kights In atcordance with term
5.2(b), the Trustee will transfer those shares or
securities to the Participating Director. The Trustee
may make it a condition of transfer that the
Participating Director pay the cost of transfer
(including stamp duty).

Where the Trustee sells the Share Rights (regardless
of whether instructed by the Participating Director or
not), the Trustee:

(a) has no obligation to maximise the sale price
of the Share Rights;

(b) may aggregate Share Rights to be sold in
blocks of Rights; and

(c) in relation to its obligation to pay the
proceeds of sale to the Participating Director
may attribute a sale price to each Share Right
sold equal to the aggregate price for each
Share Right sold in a block of Share Rights.

Other accretions

If an Accretion arises in respect of a Share other than
by way of:

(a) Cash Dividend;
(b)  Bonus Shares; or
(c) Share Rights,

the Trustee may, in its absolute discretion, decide to
transfer, or provide the benefit of, all or such part of
the Accretion as the Trustee determines to the
Participating Director.

Voting rights

IAGL will make arrangements with the person
charged with maintaining the IAGL Share Register
from time to time to have the notices (including the
IAGL annual report), or copies of them, that are sent
to the registered holders of shares sent to the
Participating Director as well, so far as is practicable,
relevant and lawful.

The Trustee and IAGL. will enable, so far as
practicable, relevant and lawful, the appointment of
the Participating Director or the Participating
Director’s nominees (but no more than 2 other
persons) as the Trustee’s attorney within the time
period aliowed, and in the manner required, by
IAGL’s constitution in order to exercise the votes
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9.1

10.

10.1

11.

12.
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attached to the Shares held by the Trustee on behalf of
the Participating Director.

Right to attend, speak etc

The appointment of a Participating Director or the
Participating Director’s nominees as the Trustee’s
attorney as referred to in term 7.2 will, so far as
practicable, relevant and lawful, entitle the
Participating Director or nominee (as the case may be)
to attend and speak and demand a poll or join in
demanding a poll at the relevant meeting of members
(or class of members) of IAGL, and to consent to
short notice of such meeting and any resolution to be
considered thereat.

Failure to provide information

[AGL and the Trustee will not be liable for the
accidental omission to give notice of any meeting or
confirmation or the non-receipt of that notice and
confirmation by any Participating Director nor will
that invalidate or breach the provisions of term 7.1 or
7.2.

How Trustee votes

The Trustee will only cast a vote on any resolution in
respect of Shares through its attorneys (or their
nominees) appointed pursuant to term 7.2.

No claim

A Participating Director will not have any claim
against the Trustee or IAGL as a result of the exercise
by the Trustee or [AGL of a power, discretion or
determination under terms 7 to 10.

Transfer of NED Shares

The Trustee must not assign, transfer, sell, encumber
or otherwise deal with a NED Share except in the
circumstances set out in this term 12 or unless
compelled by law.

The Participating Director must not assign, transfer,
sell, encumber or otherwise deal with a NED Share or
any legal or beneficial interest in a NED Share:

(a) unless and untit the NED Share has been
transferred to the Participating Director in
accordance with this term 12; or

(b) except in the circumstances set out in this term
12.
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13.1
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Director has until the day that is 2 months from the
end of the Restriction Period to either:

(a)  give the Trustce a notice that the Participating
Director wishes to arrange through the Trustee
the sale of all of the NED Shares held by the
Trustee on behalf of the Participating Director;
or

(b)  give the Trustee a notice to transfer the NED
Shares held on behalf of the Participating
Director to the Participating Director,

Where the Trustee sells NED Shares under this term
12, the Trustee:

(a)  hasno obligation to maximise the sale price of
the NED Shares;

(b)  may sell the NED Shares with other Shares
(whether or not held on behalf of the
Participating Director); and

(¢) in relation to its obligation to pay the sale
proceeds (if any) to the Participating Director
may:

0] deduct any costs of the sale before
making a payment to the
Participating Director; and

(i1) attribute a sale price to each NED
Share as the Truslee considers
appropriate.

If the Trustee does not receive a notice in accordance
with term 12.3, then the Trustee must transfer the
NED Shares to the Participating Director within 1
month of the end of the notice period referred to.in
term 12.3.

A Participating Director will not have any claim
against the Trustee or JAGL as a result of the exercise
by the Trustee of a power, discretion or determination
under this term 12.

The requirement or right to transfer NED Shares under
this term is subject to the power of the Board set out
in clause 19 of this deed.

Forfeiture
NED Shares allocated to a Participating Director will

be forfeited if the Director is removed from office
under Article 12.11 of the constitution of IAGL.




13.2 The Board may determine, for the purposes of an offer
of NED Shares, that the NED Shares may be forfeited
in the circumstances determined by the Board and
notified to Participating Directors at the time of the

offer,
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I

1.1

1.2

1.3

Entitlement

Subject to term 7, each Performance Award Right
entitles the Helder to acquire, credited as fully paid,
one Share at an exercise price per Share of:

$1
No of Performance Award Rights exercised

Subject to the Listing Rules, the Trustee must transfer
Shares on exercise of a Performance Award Right in
accordance with these Terms.

Shares transferred on the exercise of Performance
Award Rights will rank pari passu with all existing
Shares from the date of transfer and will be entitled in
full to those dividends which have a record date for
determining entitlements after the date of transfer of
the Shares.

2 Conditions for exercise of Performance Award Rights

2.1

A Performance Award Right which is a Vested Right
(which has not lapsed) may be exercised by a
Participant at any time before the end of the Exercise
Period for the Performance Award Right. The date
the Exercise Period will end is described in Column 2
of the table set out below and depends on the status of
the Participant at the relevant time as described in
Column 1 of the table.

Status of the Participant The Exercise Period for the

Performance Award Right
ends on

@)

For a continuing 10 years after the date of the grant.
Employee of the Performance Award Right

(i)

For a person who is no the day which is 90 days after the
longer an Employee (other later of:

than due to serious

misconduct involving (i)  the end of the Performance
dishonesty): Period; or




Status of the Participant

The Exercise Period for the
Performance Award Right
ends on

(1) within 2 years of
the grant of the
Performance
Award Right due
to:

(i) Retirement;
(ii) redundancy
(iii) death;

(iv} Total and
Permanent
Disablement; or

after 2 years from the
date of grant of the
Right.

(iii) (1) Fora person
who is no longer
an Employee
(other than due to
serious
misconduct
involving
dishonesty) within
2 years of the
grant of the
Performance
Share Right for a
reason other than

@

due to:-
(i) Retirément;
(i1} redundancy;
(iii) death;
(iv) Total and
Permanent
Disablement

the date on which the
-person is no longer an
Employee, (but not later
than 10 years after the date
of the grant of the
Performance Award Right).

(i)

the day which is 90 days after the
date on which the person is no
longer an Employee, (but not later
than 10 years after the date of the
grant of the Performance Award
Right).

22

A Performance Award Right will lapse depending on

the status of the Participant (as described in Column |
of the table below) at the time described in Column 2

of the table below.
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Performance Award Right
lapses

(i)  Fora person who is no
longer an Employee due to
serious misconduct
involving dishonesty.

the date of ceasing to be an
Employee (irrespective of
whether it 1s a Vested Right).

(i)  For a person who is
no longer an
Employee within 2
years of the grant of
the Performance
Award Right
(otherwise than due
to:

{1) Retirement;
(2) redundancy;
(3) death;

(4) Total and Permanent
Disablement;

(5)  with the approval of
the Board; or

(6) serious misconduct
involving
dishonesty.)

if the Performance Award Right is
not a Vested Right on the day the
person is no longer an Employee,
the date of ceasing to be an
Employee.

(iii)  in the case of any other
person.

if at the end of the Performance
Period for the Performance Award
Right the Performance Award
Right is not a Vested Right, the
end of that Performance Period; -
or :

if at the end of the Exercise
Performance Award Period for a
Vested Right the Right is
unexercised, the end of the
Exercise Period.

2.2A  The Performance Period for a Performance Award
Right (which has not lapsed) commences on 3 years
from the date of grant of the Performance Award
Right and depending on the status of the Participant as
described in Column 1 ends on the date described in
Column 2 of the table set out below.




Status of Participant

Date on which the Performance
Period Ends

()

For a continuing Employee. | 5 years from the date of grant of

the Performance Award Right.

(i)  For a person who ts the later of:
no longer an
Employee (other than | (i) 4 years from the date of
due to serious grant of the Performance
misconduct involving Award Right; or
dishonesty}):
(i) 12 months from ceasing to
(1}  within 2 years at the be an Employee (but not
date of grant of the later than 5 years from the
Performance Award date of grant of the
Right due to: Performance Award Right).
(a) Retirement;
{b) redundancy;
(¢) death;
(d) Total and
Permanent
Disablement;
or
(e) withthe
approval of the
Board.
(2) 2 years after the date
of grant of the
Performance Award
Right.
23 A Performance Award Right will become a Vested
Right if the Performance Hurdle for the Performance
Award Right is satisfied in the Performance Period for
the Performance Award Right and the Trustee gives
notice to the Participant that the Performance Hurdle
has been satisfied. The Trustee will notify
Participants within 14 days of the end of the Test Day
on which the Performance Hurdle for the Performance
Award Right has been satisfied.
24 The Performance Hurdle for a Performance Award

Right will be satisfied if the Total Shareholder Return
for a Share on the Test Day exceeds the Hurdle
Growth Amount for the Share for the Test Day.
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2.7

2.8
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being the Initial Market Value of a Share on the date
of issue of the Performance Award Right compounded
annually at 10% per annum from the date of grant of
the Performance Award Right to the Test Day.

The Board may determine the day or days in the
Performance Period on which it will be determined if
the Performance Award Right becomes a Vested
Right.

Clauses 2.7 to 2.15 (inclusive) set out the basis to
determine for a Performance Award Right the Total
Shareholder Return for a Share on the relevant Test
Day:

(a)  Total Shareholder Return for a Share in
respect of a Performance Award Right on a
Test Day means the sum of:

(i) the Market Value of a Share on the
Test Day;
(ii) the Market Value of all Related

Shares on the Test Day which have
accrued in respect of the Share or a
Related Share on or before the Test
Day; and

(iii} the value of all Related Property
(other than Shares) on the Test Day
which has accrued in respect of the
Share or Related Share on or before
the Test Day,

reduced by the amount (if any) referred to in
term 2.10.

(b) Related Share means a Share, or fraction of a
Share, which has accrued in respect of the
Share or is deemed to have accrued in respect
of the Share or the Related Share on or before
the relevant day.

(¢)  Related Property means property described in
term 2.9.

The Shares which accrue to a shareholder in respect of
a Share or a Related Share for the purposes of term 2.7
include those Shares which the Board determines it is
appropriate to treat as accruing to a shareholder in
respect of a Share and Related Shares and unless the
Board otherwise determines includes:
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(a)

(b

(c)

(d)

all bonus issues made in respect of the Share or
a Related Share;

all Shares which would be acquired by a
shareholder if the shareholder exercised all
Share Rights and entitlements to acquire
Shares which accrue to the shareholder in
respect of the Share or the Related Share;

all Shares which would be acquired by a
shareholder if all dividends received in respect
of the Share or Related Share, were:

(i) applied under a dividend
reinvestment plan in acquiring
further Shares; or

(i) if a dividend reinvestment plan is
not available in respect of the
dividend, the dividend was applied
in acquiring further Shares at the
lowest buy price during the one
week immediately following the
date of payment of the dividend
(without taking into account any
brokerage, stamp duty or incidental
costs of acquiring the Shares); and

all Shares which would be acquired by a
shareholder if all distributions in cash, other
than dividends, were applied in acquiring
Shares at the lowest buy price during the one
week immediately following the date of
payment of the distribution (without taking
into account any brokerage, stamp duty or
incidental costs of acquiring the Shares).

Related Property (other than a Share or Share Rights
or entitlements in respect of Shares or dividend or
distribution in cash in respect of Shares) which
accrues to a shareholder in respect of a Share or a
Related Share for the purposes of this term includes
that property which the Board determines it is
appropriate to treat as accruing in respect of a Share
and Related Shares and unless the Board otherwise
determines includes:

(a)

(b)

all property (other than a Share or Share Rights
or entitlements in respect of Shares) which
would be acquired by a shareholder if all

rights to acquire the property which would
accrue in respect of the Share or a Related
Share, were exercised by the shareholder; and

all amounts paid or payable to the sharcholder
in respect of the Related Property.



2.11

2.12

2.13

2.14

2.15
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by the aggregate amount which the shareholder would
have been required to pay to exercise rights or
entitlements to acquire a Share or Related Property
which accrues in respect of the Share or a Related
Share but does not include uncalled amounts payable
afier the relevant day or amounts which may become
payable in respect of partly paid Shares after the
relevant day.

The Board may determine an appropriate basis for
valuation of Related Property (other than a Share or
Share Rights or entitlements in respect of Shares)
which accrues to a shareholder in respect of the Share
or Related Share.

If the sharcholder may make an election in respect of a
Share, a Related Share or Related Property, the Board
may determine the manner in which that election is to
be treated for the purposes of determining the Total
Shareholder Return for a Share.

In determining the Total Shareholder Return for a
Share:

(a)  no adjustment is made for liability to tax which
may arise by virtue of holding a Share, Related
Share or Related Property including {without

limitation):

6 any distributions in respect of a
Share, Related Share or Related
Property; or

(i) any Share or Related Property which

accrues to a shareholder; and

(b) all distributions made are treated as if made
without any deduction from the distributions
including (without limitation) any withholding
tax.

For the purposes of determining the Share or fractions
of a Share or property which accrue in respect of a
Share, a Related Share or Related Property, the Board
may take into account a fractional interest even if the
terms on which the Share, Share Rights, entitiements
or property accrue do not provide for fractional
interest.

For the purpose of this term a determination by the
Board of the Total Shareholder Return for a Share
shall be binding and conclusive.

Notice to Participant



3.1

4.1

4.2

If before the end of the Performance Period for a
Performance Award Right:

(a)  atakeover bid is made to the holders of Shares
(other than as a result of an allotment or
transfer approved by the Board);

(b)  astatement is lodged with the ASX to the
effect that a person has become entitled to not
less than 15% of the total number of votes
attaching to voting shares in [AGL (other than
as a result of an allotment or transfer approved
by the Board);

(c)  pursuant to an application made to the Court,
the Court orders a meeting to be held in
relation to a proposed compromise or
arrangement for the purpose of or in
connection with a scheme for the
reconstruction of IAGL or its amalgamation
with any other companies;

(d)  TAGL passes a resolution for voluntary
winding up; or

(¢)  anorder is made for the compulsory winding
up of IAGL,

and the Board gives a notice under this term the
Performance Award Right will become a Vested
Right.

Method of exercise of Performance Award Rights

A Performance Award Right is exercised by the
holder lodging the notice of exercise of Performance
Award Right and application for Shares, together with
the exercise price for each Share to be transferred on
exercise and the relevant Performance Award Right
certificate, with the Company Secretary of IAGL or
such other person as the Board designates.

Performance Award Rights must be exercised in
multiples of 100, unless the Holder exercises all

. Performance Award Rights able to be exercised at that
“time. The exercise of some Rights only does not

affect the Holder’s right to exercise other Performance
Award Rights at a later time. 1f the Holder exercises
less than all Performance Award Rights represented
by a certificate then IAGL will cancel the certificate
and issue a new certificate for the balance.

No Transfers



Performance Award Rights may not be transferred.

6

Quotation of Performance Award Rights and
Shares

Performance Award Rights will not be quoted on
ASX. If the Shares to be transferred on exercise of
Performance Award Rights are not already listed for
official quotation and Shares of IAGL are listed at
that time, IAGL will make application to ASX for
official quotation of the Shares transferred on the
exercise of Performance Award Rights as soon as
practicable after the Shares are transferred.

Participation in future issues

Participation generally

7.1

A Participant may only participate in new issues of
securities to holders of Shares if the Performance
Award Right has been exercised, if that is permitted
by its terms, and the Shares in respect of the
Performance Award Right have been transferred
before the record date for determining entitlements to
the issue.

Bonus issues

7.2

If IAGL makes a bonus issue of shares or other
securities pro rata to holders of Shares (other than an
issue in lieu or in satisfaction of dividends or by way
of dividend reinvestment) and no Shares have been
transferred in respect of a Performance Award Right
before the record date for determining entitlements to
the bonus issue then the rights attaching to that
Performance Award Right will be altered as follows:

(a) the number of Shares which the Holder is
entitled to have transferred on exercise of the
Performance Award Right (S) is determined
by the formula:

S=N+(NxR)

where:

N=

The number of Shares per Performance Award Right
which the Participant is entitled to have transferred on
the record date to determine entitlements to the bonus
Issue.

The number of Shares (including fractions) offered
under the bonus issue for each Share held.




the exercise price per share of a Performance Award
Right will not be changed.

Share Rights issues

7.3

Aggregation

7.4

Reconstruction

7.5

If IAGL makes an offer of ordinary shares pro rata to
all or substantially all hoilders of Shares (whether or
not an issue in lieu or in satisfaction of dividends or
by way of dividend reinvestment) for a subscription
price which is less than the market price and no Shares
have been transferred in respect of a Performance
Award Right before the record date for determining
entitlements to the issuc then the exercise price per
Performance Award Right will not be changed.

The number of Shares which the participant is
entitled to have transferred on exercise of the
Performance Award Right will not change.

If Performance Award Rights are exercised
simultaneously then the Holder may aggregate the
number of shares or fractions of shares or other
securities to which the Holder is entitled to have
transferred under those Performance Award Rights.
Fractions in the aggregate number only will be
disregarded in determining the total entitlement to
have transferred.

In the event of any reconstruction of the issued
ordinary capital of IAGL the number of shares
attaching to each Performance Award Right will be
reconstructed in the manner specified below. If the
manner is not specified then the Board will determine
the reconstruction. In any event the reconstruction
will not result in any additional benefits being
conferred on Holders which are not conferred on
shareholders of IAGL (subject to the same provisions
with respect to rounding of entitlements as sanctioned
by the meeting of shareholders approving the
reconstruction of capital) and in all other respects the
terms for the exercise of Rights will remain
unchanged.

In the event of any consolidation or sub-division of
shares or reduction or cancellation of capital then the
reconstruction will be determined by the following
formulae:

(i)  Consolidation; and

(i)  Subdivision:



S=Cx—‘i;
A

(111} Reduction of capital by return of share
capital:
S= C;

(iv) Reduction of capital by cancellation of
ordinary shares that is either lost or not
represented by available assets:

S5=(;
(v}  Pro rata cancellation of fully paid
ordinary shares (not within (¢) or (d)):
S=Cx B ;
A
where:

= The total number of Shares in issue before the capital
reconstruction;

B = The total number of Shares in issue after the capital
reconstruction;

C= The number of Shares which the Holder is entitled to
have transferred on exercise of a Right before the
reconstruction;

S = The number of Shares which the Holder is entitled to
have transferred on exercise of a Performance Award
Right after the reconstruction.

The exercise price per Performance Award Right will not be
changed.

8 Lapse

A Holder may request that some or all of the
Performance Award Rights held by that Holder lapse.

9 Liability for tax

9.1 [f IAGL, or any company in the Group which is the
employer or former employer of a Participant
(“Employer Company™), is obliged as a result of a

" Participant exercising a Performance Award Right to
account to any tax authority for income tax or
employment taxes under any wage withholding or
other arrangements or for any other tax, levy or charge
of a similar nature (“Tax™), then the Employer
Company is entitled to be reimbursed by the
Participant for the amounts paid to the tax authority.



9.2 Where term 9.1 applies, the Trustee is not obliged to
transfer Shares to the Participant on exercise of their
Performance Award Right unless [AGL is satisfied
that arrangements have been made for reimbursement.
The arrangements that lAGL may make include,
without limitation, the sale of Shares acquired on
exercise of the Participant’s Performance Award
Right.

10 Advice

IAGL must give notice to each Holder of any
adjustment to the number of shares which the Holder
is entitled to have transferred on exercise of a
Performance Award Right or the exercise price per
share in accordance with the Listing Rules.

11 Notices

Notices may be given by IAGL to the Holder in the
manner prescribed by the constitution of IAGL for
the giving of notices to members of IAGL and the
relevant provisions of the constitution of IAGL apply
with all necessary modification to notices to Holders.
In addition, where the Board considers it appropriate,
electronic notices may be given by IAGL to a

Participant.
12 Interpretation
12.1 In this Schedule words and expressions which have a

particular meaning under this deed have the same
meaning and, in particular:

Holder means the holder of a Performance Award Right.

Hurdle Growth Amount for a Test Day means the amount
calculated under term 2.5 for the Test Day.

Initial Market Value of a Share on a day means the weighted
average of the prices at which Shares in that class were traded

on the stock market of ASX during the one month period up to
and including that day.

Listing Rules means the Listing Rules of ASX.

Market Value means, for a company (including IAGL) for a
day, the average market value of a share in the company during
the one month period up to and including the day based on the
daily closing price of the shares.




Performance Hurdle means the performance hurdle described
interm 2.4,

Performance Period means the period described in term 2.2A.

Test Day means a day or days in the Performance Period
determined by the Board under Clause 2.6.

Vested Right means a Performance Award Right that has
become a Vested Right in accordance with terms 2.3 or 3.1.

122 In these terms unless the contrary intention appears:

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

(b) reference to a rule, a statute or other law
includes regulations and other instruments
under it and consolidations, amendments, re-
enactments or replacements of any of them;
and

(c)  areference to a person includes a reference to
the person’s legal personal representatives,
executors, administrators and successors, a
firm or a body corporate.

12.3 Headings are inserted for convenience and do not
affect the interpretation of these terms.




Schedule 6 - Deferred Share Terms

1.

1.2

2.1

Registration of and beneficial interest in Deferred
Shares

Deferred Shares allocated to a Participating Employee
under the Plan are to be registered in the name of the
Trustee and are to be held on the terms of this deed by
the Trustee until transferred under term 12. The
Participating Employee will be the beneficial owner of
the Deferred Shares from the time of allocation.

By making an offer for Deferred Shares in accordance
with clause 7A of this deed, a Participating Employee
agrees to be bound by the trust deed for the JAGL
Deferred Share Plan and the constitution of IAGL.

Interpretation

Interim Restriction Period means the period
commencing at the date of allocation of the Deferred
Share in accordance with clause 7A.5 of this deed and
ending on the earliest of:

(a) the final day of the interim restriction period
prescribed by the Board at the time of the
invitation; or

(b)  the last day of the Restriction Period.

Restriction Period for a Deferred Share means the
period commencing at the date of allocation of the
Deferred Share in accordance with clause 7A.5 and
ending on the earliest of:

(a)  the final day of the period prescribed by the
Board at the time of the invitation;

(b) - the day the Participating Employee is no
" longer employed by any of the following:

(i) by a member of the Group; or

(ii} unless the Board otherwise determines,
the employer of the Participating
Employee at the date of allocation of the
Deferred Share; or

(c) the day the Trustee notifies the Participating
Employee that the Board has determined that
an Event has occurred.

Withdrawal Request
for Shares means a request by a Participating
Employee to the Trustee (in a form approved by the
Board) to:
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4.1

4.2

4.3

4.4

5.1

5.2
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Employee some or all of the Participating
Employee’s Shares; or

(b)  sell, on behalf of the Participating Employee,
some or all of the Participating Employee’s
Shares.

Right to dividends

Subject to the terms of this deed, a Participating
Employee is entitled to receive all Cash Dividends
paid on their Deferred Shares.

Bonus Shares

Subject to term 7A.2, a Participating Employee is
entitled to any Bonus Shares which accrue to the
Shares held by the Trustee on behalf of that
Participating Employee.

The Bonus Shares must be registered in the name of
the Trustee and held in trust by the Trustee on behalf
of the Participating Employee, who will be the
beneficial owner of the Bonus Shares.

Upon allotment to the Trustee:

(a) Bonus Shares are deemed to be Shares for the
purposes of this deed; and

(b)  Bonus Shares issued in respect of Deferred
Shares are deemed to be Deferred Shares for
the purposes of this deed.

The Bonus Shares will for the purpose of determining
the Restriction Period be deemed to be acquired on a
date determined by the Board.

Share Rights

The Trustee will send a notice to a Participating
Employee of any Share Rights which accrue to
Deferred Shares held by the Trustee on behalf of that
Participating Employee.

Within 7 days of receiving the notice referred to in
term 5.1, the Participating Employee may provide the
Trustee with either:

(a)  written instructions in the form (if any)
prescribed by IAGL to sell some or all of the
Share Rights to the extent permitted by law; or

(b) (i) written instructions in the form (if any)
prescribed by IAGL to acquire, to the



5.3

54

5.5

5.6

6.
6.1

extent permitted by law, some or all of the
shares or securities in IAGL to which the
Share Rights relate; and

(i) payment of an amount equal to the cost of
accepting the Share Rights entitlement
plus, if the Trustee so requires, such
additional amount as the Trustee
estimates (and notifies to the Participating
Employee} to be the cost of transferring
the shares or securities to the Participating
Empiovyee.

If the Participating Employee does not give a notice
under term 5.2, the Trustee is entitled to sell the
Rights.

Subject to term 5.5, if the Trustee sells the Share
Rights in accordance with term 5.2 or term 5.3, the
Trustee must distribute the proceeds of the sale (after
deduction of the costs of sale incurred by the Trustee)
to the Participating Employee.

If the Trustee acquires, on behalf of the Participating
Employee, a specified number of shares or securities
pursuant to the Share Rights in accordance with term
5.2(b), the Trustee will transfer those shares or
securities to the Participating Employee. The Trustee
may make it a condition of transfer that the
Participating Employee pay the cost of transfer
(including stamp duty).

Where the Trustee sells the Share Rights (regardless
of whether instructed by the Participating Employee
or not), the Trustee:

(a)  has no obligation to maximise the sale price of
the Share Rights;

(b) may aggregatc Share Rights to be sold -in
blocks of Share Rights; and

(©) in relation to its obligation to pay the proceeds
of sale to the Participating Employee may
attribute a sale price to each Share Right sold
equal to the aggregate price for each Share
Right sold in a block of Share Rights.

Other accretions

Ifan Accretion arises in respect of a Share other than
by way of:

(a) Cash Dividend;

(b) Bonus Shares; or



1.1

7.2

8.1

9.1

10.

10.1
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the Trustee may, in its absolute discretion, decide to
transfer, or provide the benefit of, all or such part of
the Accretion as the Trustec determines to the
Participating Employee.

Voting right

IAGL will make arrangements with the person
charged with maintaining the IAGL Share Register
from time to time to have the notices (including the
IAGL annual report), or copies of them, that are sent
to the registered holders of shares sent to the
Participating Employee as well, so far as is
practicable, relevant and lawful.

The Trustee and TAGL, will enable, so far as
practicable, relevant and lawful, the appointment of
the Participating Employee or the Participating
Employee’s nominees (but no more than 2 other
persons) as the Trustee’s attorney within the time
period allowed, and in the manner required, by
IAGL’s constitution in order to exercise the votes
attached to the Deferred Shares held by the Trustee on
behalf of the Participating Employee.

Right to attend, speak etc

The appointment of a Participating Employee or the
Participating Employee’s nominces as the Trustee’s
attorney as referred to in term 7.2 will, so far as
practicable, relevant and lawful, entitle the
Participating Employee or nominee (as the case may
be) to attend and speak and demand a poll or join in
demanding a poll at the relevant meeting of members
(or class of members) of IAGL, and to consent to
short notice of such meeting and any resolution to be
considered thereat.

Failure to provide information

IAGL and the Trustee will not be liable for the
accidental omission to give notice of any meeting or
confirmation or the non-receipt of that notice and
confirmation by any Participating Employee nor will
that invalidate or breach the provisions of term 7.1,
7.20r8.

How Trustee votes

The Trustee will only cast a vote on any resolution in
respect of Shares through its attomeys (or their
nominees) appointed pursuant to term 7.2.



11. No claim

1.1 A Participating Employee will not have any claim
against the Trustee or IAGL as a result of the exercise
by the Trustee or IAGL of a power, discretion or
determination under terms 7 to 10.

12, Transfer of Deferred Shares

12.1  The Trustee must not assign, transfer, sell, encumber
or otherwise deal with a Deferred Share except in the
circumstances set out in this term 12 or unless
compelled by law.

12.2  The Participating Employee must not assign, transfer,
sell, encumber or otherwise deal with a Deferred
Share or any legal or beneficial interest in a Deferred
Share:

(a) unless and until the Deferred Share has been
transferred to the Participating Employee in
accordance with this term 12; or

{b)  except in the circumstances set out in this term
12.

12.3 A Participating Employee may, after the end of the
Interim Restriction Period, submit a Withdrawal
Request for Shares.

12.4  The Trustee may in its absolute discretion reject a
Withdrawal Request for Shares by a Participating
Employee before the end of the Restriction Period.

12.5 A Participating Employee may not submit a
Withdrawal Request for Shares in relation to a Deferred
Share under these terms if the Deferred Share has been
forfeited.

12.6  If, in the opinion of the Board, a Participating
Employee has committed (or it is evident the
Participating Employee intends to commit),
any act {(whether by omission or commission)
which amounts or would amount to serious
misconduct or

the Board may determine that any or all of the
Participating Employee’s Deferred Shares are
forfeited.

12.7 A Participating Employee may not submit a
Withdrawal Request for Shares if the Participating
Employee is: '

(a) bankrupt;



12.8

12.9

12.10

12.11

12.12
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(c) ifthe Participating Employee is deceased, the
Participating Employee’s estate is bankrupt.

Shares forfeited under this term 12, will be treated as an

accretion to the Trust.

If a Withdrawal Request for Shares lodged before the
end of the Restriction Period is accepted by the Trustee
then the Trustee must:

(@)  transfer the Deferred Shares to the
Participating Employee within 30 days after
the end of the Restriction Period; or

(b)  transfer the Deferred Shares held on behalf of
the participating Employee to the Participating
Employee.

The Board must reject Withdrawal Request for Shares
in relation to the Participating Employee’s Shares if the
Board determines that a Participating Employee’s
employment may be terminated by their Employer (or
that the Participant may terminate their employment
with the Group) in circumstances which may involve
serious misconduct.

At the end of the Restriction Period, a Participating
Employee has until the day 2 months from the end of
the Restriction Period to give the Trustee a Withdrawal
Request for Shares to either:

(@) arrange, through the Trustee, the sale of all of
the Deferred Shares held by the Trustee on
behalf of the Participating Employee; or

(b)  transfer the Deferred Shares held on behalf of
the Participating Employee to the Participating
Employee.

Where the Trustee sells the Deferred Shares under this
term 12, the Trustee: '

(a) has no obligation to maximise the sale price of
the Deferred Shares;

{b) may sell the Deferred Shares with other Shares
(whether or not held for the Participating
Eligible Employee); and

(c) in relation to its obligation (if any) to pay the
proceeds of sale to the Participating Employee,
may:



12.13

12.14

12.15

(i) deduct any costs of the sale or costs of
the transfer of any Deferred Shares
made or to be madc to the Participating
Employee before making a payment to
the Participating Employee; and

(ii) attribute a sale price to each Deferred
Share as the Trustee considers
appropriate.

If the Trustee does not receive a Withdrawal Request
for Shares in accordance with term 12.11, then the
Trustee may transfer the Deferred Shares held on
behalf of the Participating Employee to the
Participating Employee at any time following the end
of the notice period referred to in term 12.11.

The Participating Employee irrevocably directs the
Trustee to sell, following the end of the notice period
referred to in term 12.11, such number of Deferred
Shares held by the Trustee on behalf of the
Participating Employee as is necessary to satisfy any
costs associated with the transfer of Deferred Shares
made or to be made in accordance with term 12.13.

A Participating Employee will not have any claim
against the Trustee or IAGL as a result of the exercise
by the Trustee of a power, discretion or determination
under this term 12.

The requirement or right to transfer Deferred Shares
under this term is subject to the power of the Board set
out in clause 19 of this deed.
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1.

1.2

2.

Registration of and beneficial interest in Benefit
Shares .

Benefit Shares allocated to a Participating Employee
under the Plan are to be registered in the name of the
Trustee and are to be held on the terms of the Trust
Deed by the Trustee until transferred under term 12.
The Participating Employee will be the beneficial
owner of the Benefit Shares from the time of
allocation.

By making an offer for Benefit Shares in accordance
with clause 7A of the Trust Deed, a Participating
Employee agrees to be bound by the Trust Deed and
the constitution of IAGL.

Interpretation

Interim Restriction Period means the period
commencing at the date of allocation of the Benefit
Share in accordance with clause 7B.5 of the Trust
Deed and ending on the earliest of:

(a) the final day of the interim restriction period
prescribed by the Board at the time of the
invitation; or

(b)  the last day of the Restriction Period.

Minimum Service Period means the period
commencing on the date of allocation of the Benefit
Share in accordance with clause 7B.5 of this Trust
Deed and ending on the final day of the minimum
service period (if any) prescribed by the Board at the
time of the invitation.

Restriction Period means the period commencing at
the date of allocation of the Benefit Share in
accordance with clause 7B.5 of the Trust Deed and
ending on the earliest of:

(a)  the final day of the period prescribed by the
Board at the time of the invitation;

(b)  the day the Participating Employee is no
longer employed by any of the following:

() by a member of the Group; or

(i) unless the Board otherwise determines,
the employer of the Participating
Employee at the date of allocation of the
Benefit Share; or



3.1

4.1

4.2

4.3

4.4

5.1

(c)  the day the Trustee notifies the Participating
Employee that the Board has determined that
an Event has occurred.

Withdrawal Request
for Shares means a request by a Participating
Employee to the Trustee (in a form approved by the
Board) to:

(a) transfer to, or on behalf of, the Participating
Employee some or all of the Participating
Employee’s Shares; or

(b)  sell, on behalf of the Participating Employee,
some or all of the Participating Employee’s
Shares.

Right to dividends

Subject to the terms of the Trust Deed, a Participating
Employee is entitled to receive all Cash Dividends
paid on their Benefit Shares.

Bonus Shares

Subject to term 7B.2, a Participating Employee is
entitled to any Bonus Shares which accrue to the
Shares held by the Trustee on behalf of that
Participating Employee.

The Bonus Shares must be registered in the name of
the Trustee and held in trust by the Trustee on behalf
of the Participating Employee, who will be the
beneficial owner of the Bonus Shares.

Upon allotment to the Trustee:

(a) Bonus Shares arc deemed to be Shares for the
purposes of the Trust Deed; and

(b) Bonus Shares issued in respect of Benefit
Shares are deemed to be Benefit Shares for the
purposes of the Trust Deed.

The Bonus Shares will for the purpose of determining
the Restriction Period be deemed to be acquired on a
date determined by the Board.

Share Rights

The Trustee will send a notice to a Participating
Employee of any Share Rights which accrue to
Benefit Shares held by the Trustee on behalf of that
Participating Employee.
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term 3.1, the Participating Employee may provide the
Trustee with either:

(a)  written instructions in the form (if any)
prescribed by IAGL to sell some or all of the
Share Rights 1o the extent permitted by law; or

(b) (i) written instructions in the form (if any)
prescribed by IAGL to acquire, to the
extent permitted by law, some or all of the
shares or securities in IAGL to which the
Share Rights relate; and

(i) payment of an amount equal to the cost of
accepting the Share Rights entitlement
plus, if the Trustee so requires, such
additional amount as the Trustee
estimates (and notifies to the Participating
Employee) to be the cost of transferring
the shares or securities to the Participating
Employee.

If the Participating Employee does not give a notice
under term 5.2, the Trustee is entitled to sell the
Rights.

Subject to term 5.5, if the Trustee sells the Share
Rights in accordance with term 5.2 or term 5.3, the
Trustee must distribute the proceeds of the sale (after
deduction of the costs of sale incurred by the Trustee)
to the Participating Employee.

If the Trustee acquires, on behalf of the Participating
Employee, a specified number of shares or securities
pursuant to the Share Rights in accordance with term
5.2(b), the Trustee will transfer those shares or
securities to the Participating Employee. The Trustee
may make it a condition of transfer that the
Participating Employee pay the cost of transfer
(including stamp duty).

Where the Trustee sells the Share Rights (regardless
of whether instructed by the Participating Employee
or not), the Trustee:

(a)  has no obligation to maximise the sale price of
the Share Rights;

(b)  may aggregate Share Rights to be sold in
blocks of Share Rights; and

(¢) inrelation to its obligation to pay the proceeds
of sale to the Participating Employee may
attribute a sale price to each Share Right sold



6.

6.1

7.1

7.2

8.1

9.1

equal to the aggregate price for each Share
Right sold in a block of Share Rights.

Other accretions

If an Accretion arises in respect of a Share other than
by way of:

(a) Cash Dividend;
(b)  Bonus Shares; or
(c) Share Rights,

the Trustee may, in its absolute discretion, decide to
transfer, or provide the benefit of, all or such part of
the Accretion as the Trustee determines to the
Participating Employee.

Voting rights

JIAGL will make arrangements with the person
charged with maintaining the IAGL Share Register
from time to time to have the notices (including the
IAGL annual report), or copies of them, that are sent
to the registered holders of shares sent to the
Participating Employee as well, so far as is
practicable, relevant and lawful.

The Trustee and JAGL will enable, so far as
practicable, relevant and lawful, the appointment of
the Participating Employee or the Participating
Employee’s nominees (but no more than 2 other
persons) as the Trustee’s attorney within the time
period allowed, and in the manner required, by
TAGL’s constitution in order to exercise the votes
attached to the Deferred Shares held by the Trustee on
behalf of the Participating Employee.

Right to attend, speak etc

The appointment of a Participating Employee or the
Participating Employee’s nominees as the Trustee’s
attorney as referred to in term 7.2 will, so far as
practicable, relevant and lawful, entitle the
Participating Employee or nominee (as the case may
be) to attend and speak and demand a poll or join in
demanding a poll at the relevant meeting of members
(or class of members) of IAGL, and to consent to
short notice of such meeting and any resolution to be
considered thereat.

Failure to provide information

IAGL and the Trustee will not be liable for the
accidental omission to give notice of any meeting or
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WU T EICLTAATE AL AT AR et dpt v Rl 1A IV A I
confirmation by any Participating Employee nor will
that invalidate or breach the provisions of term 7.1,
72 0r8.

How Trustee votes

The Trustee will only cast a vote on any resolution in
respect of Shares through its attorneys (or their
nominees) appointed pursuant to term 7.2.

No claim

A Participating Employee will not have any claim
against the Trustee or IAGL as a resuit of the exercise
by the Trustee or IAGL of a power, discretion or
determination under terms 7 to 10.

Transfer of Benefit Shares

The Trustee must not assign, transfer, sell, encumber
or otherwise deal with a Benefit Share except in the
circumstances set out in this term 12 or unless
compelled by law.

The Participating Employee must not assign, transfer,
sell, encumber or otherwise deal with a Benefit Share
or any legal or beneficial interest in a Benefit Share:

(a)  unless and until the Benefit Share has been
transferred to the Participating Employee in
accordance with this term 12; or

(b)  except in the circumstances set out in this term
12.

A Participating Employee may, after the end of the
Interim Restriction Period, submit 2 Withdrawal
Request for Shares.

The Trustee may reject a Withdrawal Request for
Shares by a Participating Employee before the end of
the Restriction Period.

A Participating Employee may not submit a
Withdrawal Request for Shares in refation to a Benefit
Share under these terms if the Benefit Share has been
forfeited.

If, in the opinion of the Board, a Participating
Employee has committed (or it is evident the
Participating Employee intends to commit), any act
(whether by omission or commission) which amounts
or would amount to serious misconduct the Board may
determine that any or all of the Participating
Employee’s Benefit Shares are forfeited.



12.6A

12.7

12.8

12.9

12.10

12.11

Notwithstanding term 12.6, if a Participating Employee
ceases Employment for any reason before the
expiration of the Minimum Service Period (if any) for
Benefit Shares the Participating Employee will forfeit
the number of the Benefit Shares calculated as follows
(rounded down to the nearest whole number):

A
B

where:

A is the number of days in the Minimum Service
Period for the Benefit Shares before the
Participating Employee ceases Employment;

B is the number of days in the Minimum Service

Period for the Benefit Shares.

A Participating Employee may not submit a
Withdrawal Request for Shares if the Participating
Employee is:

(a) bankrupt;
(b)  has committed an act of bankruptcy; or

(¢)  if the Participating Employee is deceased, the
Participating Employee’s estate is bankrupt.

Shares forfeited under this term 12, will be treated as an
accretion to the Trust.

If a Withdrawal Request for Shares lodged before the
end of the Restriction Period is accepted by the Trustee
then the Trustee must:

(a) transfer the Benefit Shares to the Participating
Employee within 30 days after the end of the
Restriction Period; or '

(b)  transfer the Benefit Shares held on behalf of
the Participating Employee to the Participating
Employee.

The Board must reject Withdrawal Request for Shares
in relation to the Participating Employee’s Shares if the
Board determines that a Participating Employee’s
employment may be terminated by their Employer (or
that the Participant may terminate their employment
with the Group) in circumstances which may involve
serious misconduct.

At the end of the Restriction Period, a Participating
Employee has until the day 2 months from the end of
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Request for Shares to either:

{(a) arrange. through the Trustee, the sale of all of
the Benefit Shares held by the Trustee on
behalf of the Participating Employee; or

(b) transfer the Benefit Shares held on behalf of
the Participating Employee to the Participating
Employee.

Where the Trustee sells the Benefit Shares under this
term 12, the Trustee:

(a) has no obligation to maximise the sale price of
the Benefit Shares;

(b)  may sell the Benefit Shares with other Shares
(whether or not held for the Participating
Eligible Employee); and

(c) in relation to its obligation (if any) to pay the
proceeds of sale to the Participating Employee,
may:

() deduct any costs of the sale or costs of
the transfer of any Benefit Shares
made or to be made to the Participating
Employee before making a payment to
the Participating Employee; and

(ii) attribute a sale price to each Benefit
Share as the Trustee considers
appropriate.

If the Trustee does not receive a Withdrawal Request
for Shares in accordance with term 12.11, then the
Trustee may transfer the Benefit Shares held on behalf
of the Participating Employee to the Participating
Employee at any time following the end of the notice
period referred to in term 12.11.

The Participating Employee irrevocably directs the
Trustee to sell, following the end of the notice period
referred to in term 12.11, such number of Benefit
Shares held by the Trustee on behalf of the
Participating Employee as is necessary to satisfy any
costs associated with the transfer of Benefit Shares
made or to be made in accordance with term 12.13.

A Participating Employee will not have any claim
against the Trustee or IAGL as a result of the exercise
by the Trustee of a power, discretion or determination
under this term 12.



E 15  The requirement or right to transfer Benefit Shares
under this term is subject to the power of the Board set
out in clause 19 of the Trust Deed.
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1.1

1.2

1.4

2.1

Entitlement

Subject to term 7, each Deferred Award Right entitles
the Holder to acquire, credited as fully paid, one Share
at an exercise price per Share of:

$1

No. of Deferred Award Rights exercised on any
particular day

Subject to the Listing Rules, the Trustee must transfer
Shares on exercise of a Deferred Award Right in
accordance with these terms.

Shares transferred on the exercise of Deferred Award
Rights will rank pari passu with all existing Shares
from the date of transfer and will be entitled in full to
those dividends which have a record date for
determining entitlements after the date of transfer of
the Shares.

A Holder has no legal or equitable interest in a Share
by virtue of acquiring a Deferred Award Right. The
Holder’s rights are purely personal and contractual.

Conditions under which Deferred Award Rights
become exercisable

Unless a Deferred Award Right lapses in accordance
with term 3.3, it becomes an Exercisable Right upon
the first occurring circumnstance described in Column

1 of the table set out below. The date the Exercise
Period commences is the corresponding date described
in Column 2 of the table.’

Conditions for Exercise Commencement

of Exercise
Period




Conditions for Exercise Commencement

of Exercise
Period
(a) Three years have passed since the | The date that is 3
Commencement Date. years after the
Commencement
Date

(b) The Holder ceases to be an | The Date the
Employee in any of the Holder ceases to
following circumstances: | be an Employee

(i)  Retirement;
(i) redundancy;
(iii) death;

(iv) Total and Permanent
Disablement; or

(v)  with the approval of the
Board.




Conditions for Exercise

Commencement
of Exercise
Period

(¢)  Both of the following
conditions are satisfied:

(1) any of the following occur
after the Board invites
Executives, under clause
8A of the Trust Deed, to
make an offer to the
Trustee for Deferred
Award Rights, and before
the Deferred Award
Rights lapse:

(A) a Takeover Bid is

(B)

made to the holders
of Shares (other
than as a result of an
allotment or transfer
approved by the
Board);

a statement is
lodged with ASX to
the effect that a
person has voting
power in not less
than 15% of the
total number of
votes attaching to
voting shares in

IAG (other than as a
result of an
allotment or transfer
approved by the
Board);

The date the
Board gives the
notice referred to
in term 2.1{c)(i1)




Conditions for Exercise

Commencement
of Exercise
Period

(C) pursuant to an
application made to
the Court, the Court
orders a meeting to
be held in relation
to a proposed
compromise or
arrangement for the
purpose of or in
connection with a
scheme for the
reconstruction of
IAG or its
amalgamation with
any other
companies;

(D) 1AG passesa
~ resolution for
voluntary winding
up; or

(E) an order is made for
the compulsory
winding up of IAG;
and

(i)  the Board determines that

the Deferred Award
“Right is exercisable due

to the occurrence of any
event described in
paragraph (i) and, under
this term, gives a notice
to the Trustee that the
Deferred Award Right is
an Exercisable Right and
that the Exercise Period
has commenced.




2.2

3.1

3.2

33

The Trustee must give notice to the Holder that the
Deferred Award Right has become an Exercisable
Right within 28 days of the date the Deferred Award
Right becoming an Exercisable Right.

Exercise Period and lapse of Deferred Award
Rights

A Deferred Award Right which is an Exercisable
Right may be exercised by a Holder at any time during
the Exercise Period for that Deferred Award Right.
The Deferred Award Right lapses at the end of its
Exercise Period as determined in accordance with
term 3.2 and cannot be exercised after that time.

The Exercise Period for a Deferred Award Right
commences on the relevant date determined in
accordance with term 2.1 and ends on the earlier of’

(a)  the date that is 10 years after the
Commencement Date;

(b)  ifthe Holder ceases to be an Employee (other
than due to serious misconduct), the date
which is 90 days after the date on which the
Holder ceases to be an Employee; or

() the date (if any) the Deferred Award Right
lapses in accordance with term 3.3.

If a circumstance described in Column 1 of the table
set out below applies to the Holder of a Deferred
Award Right, the Deferred Award Right lapses on the
date specified in Column 2 of the table. A Deferred
Award Right cannot become exercisable after it
lapses.



Circumstances Date of lapse

C))

()

The Holder ceases to be | The date the

an Employee: Holder ceasces to
be an Employee
other than in a
circumstance described
in term 2.1(b) and the
Deferred Award Right
is not an Exercisable
Right at cessation; or

(ii) due to serious misconduct
regardless of whether the
Deferred Award Right is an
Exercisable Right at cessation.
() The Holder requests by notice to The date the

the Trustee under term 8 that the Trustee receives
Deferred Award Right lapses, the notice

4.1

4.2

Method of exercise of Deferred Award Rights

A Deferred Award Right is exercised by the Holder
lodging a notice of exercise of Deferred Award Right,
together with the exercise price and applicable transfer
fee for each Share to be transferred on exercise, with
the Trustee or such other person as the Board
designates.

Deferred Award Rights must be exercised in multiples
of 100, unless the Holder exercises all Deferred
Award Rights able to be exercised at that time. The
exercise of some Deferred Award Rights only does
not affect the Holder’s right to exercise other Deferred
Award Rights at a later time.

No Transfers |
Deferred Award Rights may not be transferred.
Quotation of Deferred Award Rights and Shares

Deferred Award Rights will not be quoted on ASX. If
the Shares to be transferred on exercise of Deferred
Award Rights are not already listed for official
quotation and Shares of |AG are listed at that time,
IAG will make application to ASX for official
quotation of Shares transferred on the exercise of
Deferred Award Rights as soon as practicable after the
Shares are transferred.

Participation in future issues
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7.1

A Holder may only participate in new issues of
securities to holders of Shares if the Deferred Award
Right has been exercised, if that is permitted by its
terms, and the Shares in respect of the Deferred
Award Right have been transferred before the record
date for determining entitlements to the issue.

Bonus issues

7.2 If IAG makes a bonus issue of shares or other
securities pro rata to holders of Shares (other than an
issue in lieu of or in satisfaction of dividends or by
way of dividend reinvestment) and no Shares have
been transferred in respect of a Deferred Award Right
before the record date for determining entitlements to
the bonus issue then the rights attaching to that
Deferred Award Right will be altered as follows:

(i) the number of Shares which the Holder is
entitled to have transferred on exercise of the
Deferred Award Right (S) is determined by
the formula:
S=N+(NxR)
where:
N = The number of Shares per Deferred
Award Right which the Holder is entitled to
have transferred on the record date to
determine entitlements to the bonus issue.
R= The number of Shares (including
fractions) offered under the bonus issue for
each Share held.
(i) the exercise price per Share of a Deferred
Award Right will not be changed.
Share Rights issues
7.3 If IAG makes an offer of ordinary shares pro rata to

all or substantially all holders of Shares (whether or
not an issue in lieu of or in satisfaction of dividends or
by way of dividend reinvestment) for a subscription
price which is less than the market price and no Shares
have been transferred in respect of a Deferred Award
Right before the record date for determining
entitlements to the issue then the exercise price per
Deferred Award Right will not be changed.

The number of Shares which the Holder is entitled to
have transferred on exercise of the Deferred Award

Right will not change.



7.4

Aggregation

If Deferred Award Rights are exerctsed
simultaneously then the Holder may aggregate the
number of shares or fractions of shares or other
securities to which the Holder is entitled to have
transferred under those Deferred Award Rights.
Fractions in the aggregate number only will be
disregarded in determining the total entitlement to
have transferred.

Reconstruction

7.5

In the event of any reconstruction of the issued
ordinary capital of IAG the number of shares attaching
to each Deferred Award Right will be reconstructed in
the manner specified below. If the manner is not
specified then the Board will determine the
reconstruction. In any event the reconstruction will
not result in any additional benefits being conferred on
Holders which are not conferred on sharcholders of
JAG (subject to the same provisions with respect to
rounding of entitlements as sanctioned by the meeting
of shareholders approving the reconstruction of
capital) and in all other respects the terms for the
exercise of Deferred Award Rights will remain
unchanged.

In the event of any consolidation or sub-division of
shares or reduction or cancellation of capital then the
reconstruction will be determined by the following
formulae:

(a)  Consohidation; and
(b)  Subdivision:

S'=Cx£;
A

(¢)  Reduction of capital by return of share capital:
(d)  Reduction of capital by cancellation of

ordinary shares that is either lost or not
represented by available assets:

(e) Pro rata cancellation of fully paid ordinary
shares (not within (c) or (d)):

Cx =~ ; where:
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reconstruction;

B= The total number of Shares on issue after the capital
reconstruction;

C= The number of Shares which the Holder is entitled to
have transferred on exercise of a Deferred Award Right before
the reconstruction;

S= The number of Shares which the Holder is entitled to
~ have transferred on exercise of a Deferred Award Right after
the reconstruction.

- The exercise price per Deferred Award Right will not be
changed.

8 Lapse

A Holder may request by notice to the Trustee that
some or all of the Deferred Award Rights held by that
Holder lapse.

9 Liability for tax

9.1 If IAG, or any company in the Group which is the
employer or former employer of a Holder
(“Employer Company™), is obliged as a result of a
Holder exercising a Deferred Award Right to account
to any tax authority for income tax or employment
taxes under any wage withholding or other
arrangements or for any other tax, levy or charge of a
similar nature (“Tax"), then the Employer Company
is entitled to be reimbursed by the Holder for the
amounts paid to the tax authority.

9.2 Where term 9.1 applies, the Trustee is not obliged to
transfer Shares to the Holder on exercise of the
Holder's Deferred Award Right unless [AG is
satisfied that arrangements have been made for
reimbursement. The arrangements that [AG may
make include, without limitation, the sale of Shares
acquired on exercise of the Holder’s Deferred Award
Right.

10 Advice

1AG must give notice to each Holder of any
adjustment to the number of Shares which the Holder
is entitled to have transferred on exercise of a Deferred
Award Right or the exercise price per share in
accordance with the requirements, if any, of the Listing
Rules.

11 Notices



Notices may be given by IAG to the Holder in the
manner prescribed by the constitution of IAG for the
giving of notices to members of IAG and the relevant
provisions of the constitution apply with all necessary
modification to notices to Holders. In addition, where
the Board considers it appropriate, electronic notices
may be given by IAG to a Holder.

12 Interpretation

121 In these terms words and expressions which have a
particular meaning under the Trust Deed have the
same meaning and, in particular:

ASX means Australian Securities Exchange Limited.

Base Date means the date determined by the Board for the
purposes of these terms. '

Board means the board of directors of [AG.

Commencement Date means the date on which the Deferred
Award Rights are issued to the Holder in accordance with
clause 8A.6 of the Trust Deed or such earlier date determined
by the Board.

Corporations Act means the Corporations Act 2001 (Cth).

Employee means a person who is a full time or part-time
employee of any body corporate within the Group.

Exercisable Right means a Deferred Award Right that is
exercisable in accordance with these terms and has not lapsed.

Exercise Period for a Deferred Award Right is the period
commencing on the date determined in accordance with term
2.1 and ending on the date determined in accordance with term

3.2

Group means IAG and each body corporate that is, from time
to time, a subsidiary of [AG under Division 6 of Part 1.2 of the
Corporations Act 2001 (Cth).

Holder means the holder of a Deferred Award Right.

IAG means Insurance Australia Group Limited (ABN 60 090
735 923)

Listing Rules means the Listing Rules of ASX.

Retirement in relation to a Holder means retirement by the
Holder from employment of any body corporate in the Group at
age 55 or over.

Share means a fully paid ordinary share in 1AG.
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Corporations Act 2001 {Cth) and, for the purposes of these
terms, is deemed to be made when a takeover bid is publicly
proposed for the purposes of section 631 of the Corporations
Act..

Total and Permanent Disablement means that the Holder has,
in the opinion of the Board, after considering such medical and
other evidence as it sees fit, become incapacitated to such an
extent as to render the Holder unlikely ever to engage in any
occupation for which he or she is reasonably qualified by
education, training or experience.

Trust Deed means the trust deed dated 12 February 2001
between Insurance Australia Group Limited ABN 60 090 739
923 and JAG Share Plan Nominee Pty Limited ABN 52 095
125 152, as may be amended from time to time.

Trustee means the trustee of the trust established by the Trust
Deed, currently IAG Share Plan Nominee Pty Limited.

12.2 In these terms unless the contrary intention appears:
(a)  thesingular includes the plural and vice versa;

(b)  reference to a rule, a statute or other law
includes regulations and other instruments
under it and consolidations, amendments, re-
enactments or replacements of any of them;
and

{¢)  areference to a person includes a reference to
the person’s legal personal representatives,
executors, administrators and successors, a
firm or a body corporate.

12.3 Headings are inserted for convenience and do not
affect the interpretation of these terms.

12.4  If operation of these terms or any .interpretative
provision causes a result that the Board determines is
anomalous or inappropriate in the context of the
purpose of the grant of the Deferred Award Rights, the
Board has power to alter the operation or
interpretation so as to remedy that result. The Board
may do so in respect of certain Deferred Award Rights
or Deferred Award Rights generally.
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FINANCIAL SERVICES GUIDE
ISSUE DATE: 09/09/2005

Associations with any product issuers

We ae parties to one or more service agreements with the
Issuer in relation to the Plans Management Agreement). Plan
Managers and Computershare Clearing provide Authorised
Services to a wide range of product issuers. However, we
believe only those relationships or assodiations set out in this
FSG would be reasonably capable of influencing us in providing
financial services to you.

How are we remunerated for the services we
provide you?

Plan Managers charges an annual share plan administration fee
to your employer or their parent company for administering the
Plan of which you are (or intend to become) a member.
However, this is not payable by you.

Computershare Clearing receives no remuneration for the
services we provide to you.

Salefee - ESRP, ASP, BESPand NED.

You will be charged if you use our share sale facility to sell
shares from the ESRP, ASP, BESP and NED regardless of the
year you joned the Plans. This fee will be recovered from your
share sale proceeds ai the time of the sale. The fee applicable,
depending on the method of sale, will be made up of the
following components (indusive of GST):

Sale type Sale Fee Brokerage Fee
Sell {paper form} $40.15 $13.75*
Sell Online $29.15 $13.75

‘Please note that the brokerage charged by the broker may be
reduced in certain circumstances depending on the number of
sales on any given day coinciding with your sale or other factors.
However, the above brokerage fee represents the maximum
brokerage you will be charged o sell your shares.

Exercise fee - PARand PSR

A fee of §1 (inclusive of GST) is payable by you when you
request us to exercise your rights under the PSR and PAR
regardless of when you joined the PSR or PAR. This fee is
collected by us on behaif of Insurance Australia Geoup Limited,
This fee is payable when you submit an exercise request.

Sale fee - PSRand PAR .

There is no sale or brokerage fee associated with the PSR and
PAR

Alt Plans — Bank fee

You will aiso be charged a bank fee that will vary depending on
your nominated method of receipt of the sale proceeds for each
. transaction. While these fees may change without nolice, it is
anticipated that the fees will be approximately as follows:

["Receiptof funds by: Bank Foo
Direct credit $0.15
Cheque $0.50
Wire : £10.00
Foreign Chegue $5.00

Transferfee - ASP, BESP, PAR and NED

A fee of $66.00 (inclusive of GST) is payable by you if you ask
us to transfer any of the shares which you hold through the ASP,
BESP, PAR and NED. This fee is payable when you submit a
transfer request.

Transfer fee— ESRP and PSR

There is no transfer fee associated with the ESRP and PSR.
Research administration fee

Not applicable.

Trailing commissions

Not applicable.

What to do if you have a complaint

i you are not completely salisfied with the service or advice you
receive from us you have the right to complain about your
dissatisfaction. We have a dispute resolution system in place to
ensure that any complaint is dealt with fairy and efficiently.

if you have a complaint, you should take the following steps to
resolve it.

1. Please confact us on 02 8234 5000 or send details of
your complaint 10 us in writing at:

Complaints Officer

Computershare Plan Managers Pty Ltd
GPO Box 1501

Sydney NSW 2001

2. If, despite our best efforts, you are unable to resolve
your complaint within 45 days, you are entitied to
refer your complaint to our approved extemnal dispute
resolution scheme provider.

Financiaf industry Complaints Service Lid

PO Box 579

Collins Street West

Melbourne VIC 8007

Phone Number. 1300 780 808
Facsimile: 03 9621 2291
Website: www.fics. asn.au
Email: fics@fics.asn.a

Accuracy and integrity of this FSG

The content and distribution of this FSG has been approved by
Computershare Clearing to ensure that it complies with relevant
financial services laws and is an accurate reflection of the
information required.

FSG does not constitute advice

The information presented in this FSG does nol constitute
investment or financial advice and no part of this FSG shall be
construed as crealing a fidudiary, financial or other advisory
relationship between us and the recipient of, or any cther person
using the information in, this FSG. We will not be held liable for
any decision made on the basis of the information contained in
this FSG. We recommend that you seek independent
professional financial advice which takes into account your
objectives, financial situation and needs before proceeding with
any investment.




FINANCIAL SERVICES GUIDE
ISSUE DATE: 09/09/2005

About this Financial Services Guide

This document is the combined Financial Services Guide (FSG)
for Plan Managers and the Trustee Company, which confains
detailed information specific to Insurance Australia Group
Limited's Allocation Share Plan {ASP), Bonus Equity Share Plan
(BESP), Non-Executive Director Share Plan (NED),
Performance Share Rights Plan {PSR), Perormance Award
Rights Plan PAR) and Employee Share Reward Plan ESRP)
some {or all) of which you are {or intend to become) a member
(the Plans).

This FSG replaces any previous FSG and any Supplementary
Financial Services Guide.

In this FSG, the term Plan Managers refers to Computershare
Plan Managers Pty Ltd ABN 56 084 5391 131 {Authorised
Representative No. 266877); the term Trustee Company only
applies where a trustee company is named in this FSG. The
terms we, our or us refer to Plan Managers and the Trustee
Company.

This £FSG is an important document. It provides you with
information about us to help you to decide whether you want to
use the financial services offered by us.

This guide provides you with important information about:

+ whoweare;

+  howyou can contact us;

+ the services we offer you;

=  the remuneration, commissions and other benefils that
we receive in respect of the financial services we
provide;

» any relalionships we have with other organisations
affiliated with us or with product issuers that may
influence us when providing services to you; and

= our dispute resolution procedures thal cover
complaints by customers and what to do if you have a
complaint or wish to register a complaint with our
external dispute resclution provider.

Who is responsible for the financial services
provided?

If we provide you with any financial services, we will provide
these to you as an authorised representative of Computershare
Clearing Pty Limited {Computershare Clearing) (AFS Licence
No. 234715) {see 'Licensee’ below).

Plan Managers and Computershare Clearing are members of
the Computershare group of companies which is headed by
Computershare Limited ABN 71 005 485 825, a company listed
on the Australian Stock Exchange Limited (ASX) under the code
of CPU. The Computershare group has offices around the globe.

The services of the Company which provides trustee (and
related) services for the Plans are not covered by this FSG.
Details can be obtained by contacting Insurance Australia Group
Limited (the Issuer).

How fo contact us and give us instructions

You can contact us and give us instructions in person, by mail,
phone, facsimile or by email.
QOffice address: Level 3, 60 Camington St,

Sydney NSW 2000

GPO Box 1501
Sydney NSW 2001

Postal address:

Phone Number: 1800 452 196
Fax Number; (02) 8235 8208
Email; iagshareplans@Computershare.com.au

You can also give us instructions online via the IAG website
which you may access via the following URL:
www.computershare. com/employeefaufiag using your SRN and
the password information provided to you by Plan Managers.

Licensee

Our authorising Australian financial services licensee is
Computershare Clearing Pty Limited ABN 16 063 826 228 (AFS
Licence No. 234715) whose registered address is 452 Johnston
Street, Abbotsford VIC 3067,

Contact detaiis for Computershare Clearing (the authorising
licensee) are as follows.

Ofiice address: Level 3, 60 Camington S,
. Sydney NSW 2000
Postal address: GPQ Box 7045
Sydney NSW 2001
Phone Number: (02) 8234 5000
Fax Number: (02) 8235 8128
Email: dearing@computershare.com.au

What financial services are we authorised to
provide to you?

Computershare  Clearing, and we as its authorised
representatives, are legally authorised under Computershare
Clearing's Austrafian financial services licence to provide the
following fnancial services Authorised Services) lo both retail
and wholesale dients. :
Plan Managers is authorised to provide general advice on:
o dervatives in the form of secuiies options and
warrants;
« govemment debentures, stocks or bonds;
+ interests in managed investments schemes (excluding
nvestor Directed Portfolio Services ({DPS)); and
*  securities.
Plan Managers is authorised to deal in:
« derivatives in the form of securities options and
warrants,
« govemment debentures, stocks or bonds;
« interests in managed investments schemes (excluding
IDPS); and
«  securities.

What services do we provide?

Plan Managers provide the following services:

+  employee share and option plan administration;

«  amanging for the purchase, transfer and sake of shares for
the purpose of employee share plans;

«  payment of distributions for ernployee share plans; and

+ explanations to employees aboul what steps they need to
take to participate in employee share and option plans and
how such plans operate in general terms.

Who we act for

We act on our own and Computershare Clearing's behalf when
providing fnancial services to you. We act as an authorised
representative under Computershare Clearing's Australian
financial services licence (see 'Licensee’ above). Computershare
Clearing, as the authorising licensee, acts on is own behalf
when financial services are provided 1o you by us as its
authorised representative.
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Australia
Group

Febwuary 200G/

a Shaved futuve

Dear Colleague

{ am ceighved to advise that you have been selected for an allocation of Rights under the
Pertormance Award Rights (PAR) Plan. Your nommination reflects our belief that vou are a
valuabie member of our team and your contribution will assist the Group to grow and succeed,
at the highest ievel. Achievement of the Plan's performance target will result in significant
benett to yout and the Group.

The PAR Plan is & key component of cur exectitive remunerstion strategy and is designed
to alighs the interestis of sharehoiders and executives. The eguity opportunity offered
under the PAR Plan will provide an incentive to you to create and focus on shareholder
weaith over the longer term. As with any aspect of your remuneralion, this Offer must be
treated confidentialiy.

The terms of your invitation ond the conditions apglving to Performance Award Rights are
outlined in this hooklet. It is important that you read and understand the Plan documents.,
These will 28sist you 1o understand the Plan structure. the drivers of Group performance in
relation to the Performance Hurdle the company is required to meet, and issues regarding
the taxation consequences of your participation in the Plan. It is recommended that you seek
mofessional advice before deciding whether to participate in the Plan.

Regards

Michael Hawker
Chief Executive Officer
insurance Australia Group Limited
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The Performance Award Rights (PAR) Plan is designed 1o linh vour eward to IAGS [onger term
performance, and aiso 1o the returns shareholders receive.

To realise reward from the Plan, 1AG's Total Shareholde:r Return (TSR} needs to be competitive with
the TSR earned by shareholders of the lop performing companies in the S&PAASX 100 mdex.

H is important to understand what drives AG's share price and how the market, and analysts
i particular, value our company. Thig, in wm, will enhance your understanding of how you can

contribute to maximising return to our shareholders.

WW the value af[/:q shaves?

There are three main factors that analysts take
into account in valuing the shares of a company.
These are:

1. The financial performance of the company;
2. Broader performance issues; and
3. External factors (such as market conditions),

These factors are described in the
following tables.

ANCIAL PERFORMANCE

The main aspects of nansial perdemances that
are considered by the investment community in
vaitng 1AG shares are hased on profitability — both
past and future — and the expecied future incoing
stream of dividends.

Other aspects of finangial performance that
analysts consider melude:

Cash flows generaled and expecterd to be
generated in fiqure perinds by care operalions;

A price to earnings ratip — this is usually
calculate:d as a multipic of the insurance profit;
Yolatility of sarnings;

‘wiuation of other assets. In 1AGs case, this
includes its underwriting businesses and the
capital backing the business; and

A risk 1actor — how much more Hsky do investors

Austraiion govenupent bond, The greater the
relative 1isk, the greate: the return an investor will
derrand.

Qualitative factors considerad in detanmining the
value of 1AG shares Includi

The: performance of IAG ré alive (0 other insurers
and Australian listed companies:

Qur vzck record of delivering on promises ani a
clear strategy on how we will continue to deliver:

Stability and fntegrity of the Boad and
managevient, and consisiency of the vicws taken
by the company on varicus issues; and

Dividend policy — & regular income Sucam is
imporiant for many Investars,

N . | . .
EXTERNAL iFM)TGRS

External factors that influence an insurer's value

in¢clude:

Ability {0 maintain and grow morging and volumes

in certain market congitions:

Investment markel conditions {as swers have

high levels of invesiments)

Percaved impact of econoniic oycies or eachiarde

roEes; and

Percawed impact of regulat ny changes.

As a particlpant In the Plan, you will have access
to informatlon on a regular basls conceming
tAG's share price and 1AG's TSR performance
against the Peer Group, The current trading price
of 1AG shares is available on "insidelAG’.
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If you are eligibie to apply for Performance Award Rights (PARs}, you will receive an e-mart contirming
the number of PARS that you may apply for and information on how to complete the ontine application,

in general, vou should apply for PARs by completing the online Application Form on the website at:
www.computershare.com/employee/au/lag/iti

The websHe is administered by Computarshare You must complete and submlt your application
Plan Managers and contains sl Plan and for Performance Award Rights by 5pm AEDT on
Offer documents. 7 March 2007.

Completing the Online Application

STEP 1: ACCESS THE COMPUTERSHARE WEBSITE t

Clicl on the websits Hink: www.computershare.com/employee/au/lag/Ati if you are viewing this document
electronicaliy,
Altematively, ype e website address directly Into the address ling of yaur intermet browser

STEP 2: LOGIN AND COMPLETE THE ONLINE APPLICATION l

You will be led fhiougn & number of steps to anpply for PARs. Compitting these steps should Wike
approximately 5 minutes. Follow the enrsereen nstructions to lagin to the Offar and the onling application and
enler aor confmn the recuired infoaemation,
1. To login you wilt neeq the ollowing information:

- Your payoll number

- Your Computershare website password. which was included in vour invitation e-mail sen o you by

Computgrshare.
TR Mkt by oo hokd ety 4G

, . . . - XHECHN i g b g
- Your tax fite number {optional) ey e e gttt e, 1 Sl B

A QERLT e e 2

2. Confirmy the details displayed on the confirmation screen are correct and sulamit

-

STEP 3: APPLICATION CONFIRMATION ]

.QOnre you complete and submit the onking application, you will be provided with a confirmation number and an ¢
mail will & sent 1o vour nominated smail aderess, W conlirm yoir application has been completed,

Pape‘r A Fovmms
H you cannot complete an online application, and require a paper Application Form and Offer doecuments,
please contact Jacqui Connellan or Hanna Meyer from Remuneration and Benefits. Contact details are

provided on page 15.

Cuvvent IAG Shaveholders and PAR Plan Participants

¥ you are an existing JAG shareholder, PAR Plan participant of other IAG Employee Share Plan
participant, and your HR payioll number, full name and address matches the Computers hare records for
these holdings, we have linked vour oniing application with these existing holdirgs.

This Ineans yvour anling anptication wil display the TFN status neld by Computershare.

Should you change any of these existing detalls as part of your online application. you Comowarshare
recoras for thesa holdings wilt be updated aulomaticaly.
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Your invitation 1o apply 107 PARs accompanies

¥ you wish 10 aeoept the invitalion. complete e spphcation for FARs on
the webshe at www.computershare.com/employee/au/iag/Iti by the due
date (7 March 2007}, Il you cannot apaly on the wabsile you can request
a panper Appiication Form.

You wili he granted Performance Awerd Righls upon accepance of vour
appiication by the Trustee {Commencement Date).

The Performance Petiod occurs between 3 and & years sfte: the Base Dste
{29 August 2006). This is subject te your wnurwmg as an emiployee of
the Group,

During this perfod, 1AG's performance {from: the Base Dates will be tasted an

PERFORM the tast trading day of each quarter by comiparing §s TSR against the TSR of

the Peer Groug.

Your performance in this perod and in the period feading up tu It will diectly
infiugnce the perdormance of IAG, gnd a3 8 consequence, the number of your
.PARs that wiff become exercisable.

Unless they lapse (see the last section below), same or sl of your PARs will

become exercisable when the Trustee retifies you that the Performance
PARs Hurdle hag besn satisfied of that an Event nas occurred.

EXCERSISABLE The Performance Hurdle elates 1o the TSR performance of 15G relative to

the Peer Groug icompanies comprising the S&PASX 100 fron time to time,

with such inclusions and sxclusions as determingd by the Beard).

Once PARs have become exercisabie, you can exercise them at any tine
before the tenth anniversary of the Commencement Date, This is subjsct
to you contmu.ng as an empioyee of the Group. (Refer 10 the table on page
11 for more {nfcrmaalon}

If the Performianie Hurdie is not met, PARs will iapse al the end of the
Performance Period,

Where the Performance Hurdie is met, any PARs that you have not
exercised wili tapse at the end of ten vears from the date they were

LAPSE/CEASE
EMPLOYMENT granted or 90 days afler vou cease empioyment with the Groun.

PARS that are ol exercisabile geneglly lapse il you cease empioynent
with the Grous. (Refer 10 the tabie on page 1.1 for more informations.
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WHAT IS A PERFORMANCE AWARD RIGHT (PAR)?

A PAR iz a right to dcquire one ordinary share

in 1AG from the Trusiee of the Plan. A PAR

may be exeicised i order 1o receive ohe share
if the right has become exercisable and has

not Lapsed. Unt! you exercisa your righis and
acquire sharas, a PAR will not give you a legal or
beneficial interast in any 1AG shares and you will
not he able to participate in dividends or other
sharehoider benelits tincluding voling).

WHAT (S THE PERFORMANCE AWARD RIGHTS PLAR?

The Plan is an employee share rights ptan
designed to provide a fonigierm incentive
opportunity 1o participants. The Plan provides
rights over 1ssued shares in 1AG. The Pian 1s
governed by the Performance Award Rights Terms
ang the 1AG Share and Periormance Award Rights
Plan Trust Deed.

WHO CAN PARTICIPATE IN THE PLAN?

Execuiives. senior imanagers and other Key
employees are nominated by direct renorts to
the Chief Executive Officer AG, and approved by
the Chief Executive Officer iAG, to participate in
the Plan. Participanis have been salected In hight
of the pivotal role they will play in achieving the
longerterm busimness goals of the Group, The
Nomination, Remuneration and Sustainabilily
Committee approves the participation of each
individual in the Plan.

WHAT ARE THE OBIECTIVES OF THE PLAN?

The Plan is a kev cormponsnt of pur executive
remuneration strategy. The Plan allows you to
acauire shares in IAC for a nominal exercise price
{AUDSA)Y, subject to the performance of IAG (as
measured hy Total Sharebolder Return) over the
Performance Period. The Plan will allow you to
share in wealth you heln the Group create.

DO | HAVE YO PAY ANYTHING TO PARTICIPATE IN THE PLAN?
You are not required to pay anything to acquire
PARs uncer the Plan. Should your PARs become
exercisable, you will have the opportunity to
acquire shares in IAG from the Trustee by baying
a nominal exercise price in total for all the PARs
which are exercised at any one tine, A share
regislry administration tee is payable bv you to
Computershare tor each transfer As a guide, the
fee is presently AUD$S6 inclusive of GST. This
fee is reviewed fram time to time and will he
payable directly to Compulershare.

HOW DO | PARTICIPATE IN THE PLAN?

If you wish to accept your invitation to participate
in the Pian and be granted PARs, vou will nesd

1o complete the onfing apvlication on the
Computershare website au
www.computershare.com/employee/au/lag/Itl,
or complete a paper Application Farm if you
cannol access the website.

Oniine applications must he submitted by
Spm on 7 March 2007. Paper Application Forms

“must also be received by 1his time.

WHEN WILL | RECEIVE MY PERFORMANCE AWARD RIGHTS?

It is expected that your PARs will be allocated to
you on of about 13 March 2007. You will receive
a statement from Computershare confirming your
allocation, shortly after

that time.
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WHEN WILL MY PARs BECOME EXERCISABLE?
Generalty, whether or not your PARS will become
exércizabie will depend on the Parformance
Hurdle being met during the Pertormance Period.

If you remain eminloyed by the Group, vau will

have up to 10 years from the Commencement
frate 1o exercise your PARS thal have become
exercisable.

WHAT {S THE PERFORMANCE PERIOD?

The Performance Period is the period during
which the Parformance Hurdle must be met

in order for any of your PARs 1o becoms
exercisabte. As represented in the diagram
pelow, the Performance Period is the period that
occurs between 3 and b years from the Base
Date if you remain as an employee of the Group.
Different arrangements apply if you cease {o be
an employee of the Group.

i

WHAT IS THE PERFORMANCE HURDLE?
The Parfermanca Rurdle is based ona
comparison of 1AGs Total Shaieholder

Returr (TSR} with the TSR of ihe companies
comprising the Peer Group measured during the
Performance Period.

The Performance Hurdle will be measured on
a Test Day within the Performance Perigd for
the period from the Base Date to the Test Day.
For any PARs to be exercisabie, IAG's TSR
performance must be within the top 50% of
companies comprising the: Peer Group.

The Peer Graup is the companias comprised in
the S&P ASX100 from time to fime (subject to
such inclusions or exc¢lusions as the Board may
determineg from thne to timeh,

EXERCISE PERIOD

| e ]

[

| PERFORMANCE PERIOD

!/._A
3 YEARS FIRST

N
xs

S YEARS 10 YEARS FROM

BASE COMMENCEMENT DATE FROM BASE TEST

DATE {GRANT) DATE DAY COMMENCEMENT DATE (GRANT)

FROM BASE DATE

189 Dec 18

13 Mar 07

WHAT IS TOTAL SHAREHOLDER RETURN?
Total Shareholder Return (TSR} measwres the
entire return a sharehgider would ebtain from
holding a company’'s shares over a period, tahing
into account factors such as ¢hanges i the
market value of the shares and dividends pasd
over that period.

7P Aug 14

The measurement perfod hepins-at the Base
Date twhich is the second trading day atler the
date on which IAG's finangial resuits for the
period ending 30 June 2006 are aouned o
the ASX), and ends on a Test ey dunng the
Performance Period. {The terms Base Date
ang Tust Day are included i the Glossary of
this Huokist].



how the W works -
PARS exevcisalle

WHEN CAN MY PERFORMANCE AWARD RIGHTS BECOME EXERCISABLE?

if the Performance Hurdie is met during the Performance Perlod, somg or all of your PARS will be
axercisalie during the Exercise Period,

The fxercise Period commences when vou are notified that the Performance Hurdie has been nassed,
The earliest this can ceeur is on the Fust Test Day m the Performance Period {(being 30 Septeimber
2008 unfess the Buard determines an earlier date), and ends at the latest 10 vears after the PARs
have been granted. Different arrangements apply if you cease employment with the Group. Please
refer to the table on page 11,

HOW MANY OF MY PERFORMANCE AWARD RIGHTS WILL BE EXERCISABLE?

The number of PARs that will becoma exercisable depends on IAG's performance over the
Performance Period, based on the Company's Total Sharehalder Return (TSR) as ranked against the
Peer Group. This is represented on the following graph.

% PARs exercisable

50%

0%

For any PARS to bacome exercisahle, 1AG's TSR perfarmance must rank at or above the 50th
percentite! within the Peer Group:
- Where IAG's TSR performance is below the 50th percentile. none of vour total PARS will
he exercisable:
. Where 1AG's TSR performance is at the 50th percerilile. 50% of your total PARs wiil be
axercisahie; and
Where ING's TSR performance is at the 75th percentite, 100% of your totai PARs will
he excroisabie,
Wheare 1aG's TSR performance is hetween the S0th and 75th percentile the bertentage of PARs
which become exercisable increases proportionaiely.

B P I T N S I P B L CR e Lt
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HOW IS A COMPANY'S RANK DETERMINED?

IAGs rank in the Peer Grpup will be determinad

on gach Test Day within the Performance

Period hy:
determining the TSR from the Base Date to
that Test Day Tor AG and the TSR for each
member of the Peer Group. Thig means that
i wiil include changes in the marke! value of
the shares in the relevant companies from the
Base Date to the Tesi Day. For this purpose,
the market value of the shares at the Base
Date will be determined by reference to the
volume weightod average price on the ASX in
the one week period preceding and including
the Base Date. The market value of shaies
on a Test Day will be determined by reference
{0 the volume weighted average trading price
on the ASX in the 30 day period up to and
including the Test Bay: and
raniing tAG and the members of the Peer
Group by reference to eacli company's TSR on
a percentite scale, with the company with the
highest TSR at that day ranked at 100,

The renk for the Test Day is the position of 1AG on

that percentile scale.

PARs exevcesalile

WHAT IS A TEST DAY?
Adest Day is the last urading day of each
quatier in the Performance Period and any
gther gayis) in the Performance Period
fdominated by the Board.

IN WHAT OTHER CIRCUMSTANCES CAN MY PERFORMANCE
AWARD RIGHTS BECOME EXERCISABLE?

PARSs may hecome exercizabie if vou are

notified that an event specified in the PAR

Terms happens before your PARs lapse, These
everts can include a ahkeover offer for 1AG.

For more information yefar to ¢lause 2.3 of the
Performance Award Rights Terms,
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HOW DO | CONVERT MY PERFORMANCE AWARD RIGHTS
INTO IAG SHARES?

Shates in 1AG will be transierred 10 you from
the Trustee of the Plan when you exercise your
PARs (the Trustee wilt notify you if they are
exercisabiel. You may exercise some or all of
your PARs which have become exercisable by:

1. lLodeging a notice of exercise of PARS (in
nultipies of 100} with the Trustee; and

2. Paving the exarcise price, which is AUDSL in
tota! for all the PARs which are exercised at
any one Llime: and

Paying an administration fee for each
ansfer of shares from the Trustes 10 vou.
At presetil, the current fee is AUD$BS
iinclusive of GST;) and wifl be payable to
Computershare. Fees may be subject

to change.

v

HOW MANY 1AG SHARES WILL | RECEIVE?
Generally, you will receive one share foreach
PAR exercised.

Where |AG underiakes any DONUS issues of
capital reconstructions {eg. share splits or
consolidations), the number of shares to which
vou will be entitied when you exercise your
PARs will be adjusted in accordance with ASX
requirements (further details are provided 1n the
Performance Award Right Terms).

CAN | ASSIGN OR TRANSFER THE PARS | RECEIVE TO
ANOTHER INDIVIDUAL?

No. However, you will he able to transfer or
seli the shares you receive Uupon exeitise of
your PARS.

WHEN IS THE LAST TIME | CAN EXERCISE MY PARS?

Once your PARs have became exercisable, you
must exercise them no later than 10 years fron:
the date on which they were granted to you or
your PARs witl lapse. Different arrangements
apply if you cease employment with the Group.
Please refer to the 1able on page 11.



how the plan works - lapse/cease

WHEN WILL MY PERFORMANCE AWARD RIGHTS LAPSE?
1 you continue 10 he an employee of the
Group, vour PARs will lapse under the following,
circumstances:

- Any PARs that have not bacome exercisable
hy the end of the Performance Period will
lapse at that time ie, 29 August 2011, being
5 vears aflier the Base Date); and

+  Any PARs that have become exercisable by
the end of the Performance Perigd but have
riot been exercised by the end of the Exércise
Period will lapse at the end of the Exercise
Period e, 19 December 2016, being 10 years
after the Commencement Date {grant date)
of the PARS if you remain empioyed hy the
Group). '

employment

WHAT HAPPENS IF ) LEAVE IAG?

The cessation of your employment with the
Group will impact on your PARs. What happans
will tfepand upon whether your Perfonnance
Awarcd Rights have become exercisable piior 1o
your ceasing empicyment and the reasons why
vou ceese employment, This is explained it the
table on the next page.

if your employment with the Group ceases, youy
PARs may lapse. If your PARs have not become
exercisable and your employer ceases to be a
member of the Group, your PARsS may lapse.

Participation in the Plan dois not provide a
Buaranlee of continued employmernt with tha
Group and does not affect any right that the
Group may have to terminate your employment.



RESIGNATION OR TERMINATION OF EMPLOYMENT WITH A COMPANY IN THE GROUP? (OTHER THAN
IN SPECIAL CIRCUMSTANCES)

EXERCISABLE Yoil May Grercise PARS within 30 days of tho day on
which jOU £ea%e ki be an enpdiyec (hut not later
than ;C years rom the Coinmencemert Datel,

NOT EXERCISABLE PARs fapse on the day you cease employment

SPECIAL CIRCUMSTANCES {BEING RETIREMENT, REDUNDANCY, DEATH, TOTAL AND PERMANENT
DISABLEMENT, OR BOARD APPROVAL)

EXERCISABLE You may Grerse your PARS before the later of:

ap 50 day
[

ho day on which you
ant smployie, ur

L} 90 days afier ther day on which the
Peiferaanoe Panot ends

it ot later than 1.0 years bom
the: Comniengonmiont Distel

NOT EXERCISABLE You ey EXEICISE ynw FARSs if the Performanice
Hurd he Paformance Period,
{0 thess Sircumstancs e Porformanics
Penoit will commence 3 vears froum the
“Base Date” and end an the later of:

al 4 years from the Base Date: of

Bl 12 monthe afier you cease to be an Employes
ibut fic later then 5 vears from the Base Datel

pitym iy
of favs :-ft*r 1*1 s Perfoimiancs ?cﬂod uu[s.

SERIOUS MISCONDUCT

EXERCISABLE AND NOT EXERCISABLE FARs iapse on the day you LeasC enmploviment

Rete Th's oy nadly (440l SERBIRET EObanS T B A (00D SO A,




(PAR) Pfan The information
is general in nature and is
intended to be a reference
-that you can provide to your
taxatlon adwser ,

'personai circumstances. If :
you or your adviser has any
additlonal ques’uons you may

:WISh to contact Group Taxation
-f for aSStstance

.
n

. Tms summary assumes that you

are, and remain, an Australian °
resident for taxation purposes.
It is proposed that specific

" rules be introduced regarding
mdlwduals whose tax resndency
status changes These rules .

“need to be con5|dered ron a case ‘

'.wm depend upo idual i and fi nanmal

carcumstances and yOur vsews on the ttkeiy
future pnce of IAG shares.




defwmﬂ your tax

TAXATION OF YOUR PERFORMANCE AWARD RIGHTS

You will automatically defer the payment of your
tax uitless you elect to be taxed upfront. Where
you defer, you will be taxed at the Assessment
Time, being the earlier of:

ihe termination of your empioyment?
- when you exercise your PARs.

I your Assessment Time is the time of the
cessation of your employment, you will generally
Le taxed on the "market vatue” of your PARS at
the time of termination as calculated under the
formuae in the Lax rules. If your Assessment Time
is the time when you exercise your PARS, you will
generally be assessed on the market value of the
sharés acquired on exercise (as caloulated under
the tax rules} minus ihe exercise price {which

is AUD$1 for all PARs which are exercised at

one time).

I your PARs lapse. you should not be taxed on
the PARs.

TAXATION CONSEQUENCES OF SELLING SHARES ACQUIRED
AS A RESULT OF EXERCISING YOUR PERFORMANCE
AWARD RIGHTS

You may also be required 16 include a capitat

g’aén in your assessable income when you.dispose
of shares you acquire as a result of exercising
vour PARs. You will not be required 1o include a
capiial gain if you dispose.-of your shares under
the “30 Day Rule”,

3y LAAESY e

o 0or oy ynette I8
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Capital Gain

You may be reguired 10 molute a capital gain

in calculating vour assessable income. The
capital gain will generally equat the excess of

the proceeds from the sale of the share gver the
“cost base” of the share. If the sale proceeds are
legs than the cost base, you wilt generally make
a capital loss, which can then be offset against
capital gains you make in the same year or future
vears. The cost base of your shares should equal
the tax market value of your PAR

at the Assessment Time plus the nominal
exgreise price,

Your capital gain {(after taking Into account any
capital iossesi may he reduced by one half if you
sell your shares after 12 months from the date of
acquisition (“Capital Gains Tax Concession”). The
ATO have expressed the view you may be entitled
to the Capital Gains Tax Cencession If at least
12 months has passed from the time the PARs
ware exercised, It is reconymended vou ohtain
independent tax advice hefore you dispose of
shares you acquire on exercise of your PARs as o
whether vou are entitiad to the Capital Gains Tax
Concession on disposal of your shares.,

30 Day Rule

If you dispose of shares you acguire as a result
of exercising your PARS, you may be assessed
under the 30 Day Rule. This 30 Day Rule appiies
where you exergise the PARs and dispose of
your shares within 30 davs of the Assessment
Time. The amount incluged in your assessable
income as a result of the 30 Day Rule will equal
the consideration you receive for the shares as
a result of the arm's length transaction less the
noming! exercise pnce.

IS IR R U L



taxation sumimnary

paying tax upfront

If you cheose to he taxed upfront then you need
lo maxe an election under section 138F of
the Income Tax Assessment Act 1936 for the

200672007 year of income. The election myst -

be made before you lodge your return for the
2006/2007 tox year.

An election you make for the 2006/ 2007
tax year may anpply to other shares

and righis you acquire under employee
share schemes in that yeer, including
any shares or rights vou may acguire by
virtue of any employee share plan of your
former emplover or by virtue of any other
employee share plan of the Compeany.

TAXATION OF YOUR PERFORMANCE AWARD RIGHTS

ff you make the election, you will be assessed
on the allocation of your PARS. You will be taxed
on the “full mearket value” of the PARs when
they are allocated to you by IAG. The values are
calculated under the formulae in the tax rules
and will be a significant amount. If you make

an election under section 139E. neither the
termination of your employment nor the exgrcise
of your PARs will be taxable events for you.

Generally, if the PARs lapse without being
exercised, you should hot be taxed on the PAR.
If vau have previously paid tax on the PAR, vou
can seek a refund.

TAXATION CONSEQUENCES OF SELLING SHARES
ACQUIRED AS A RESULT OF EXERCISING YOUR
PERFORMANCE AWARD RIGHTS

Generally. you may be réquired to include a
capfal gain in your assessable income when
you dispoge of shares you acquire as a result
of exercising your PARs. The capital gain will
generally equal the excess of the proceeds from
the sale of the share pver the “cost base” of
the share. If the sale proceeds are less than
the cost base, you will generally make a capital
logs, which can then be offset against capital
gains you make in the same year or future
years. The cost base of your shares should
equal the tax market value of vour PARs at the
date of grant plus the nominal exerclse price.

Your capital gain (after taking into account any
capital losses) may be recduced by ong half if you
sell your shares after 12 months from the dae
of acquisition ("Capital Gaing Tax Concession™).
The ATO have expressed the view you may be
entitled to the Capital Galns Yax Concession Iif
at least 12 months has passed from the time
the PAR was exercised. It is recommendsad you
obiain independent 1ax advice hefore you dispose
of your shares you acquire on exergise of your
PARs as to whether you are entitled to the Capital
Gains Tax Concession on disposal of your shares,



SECTION 5

how to get move wgformm‘wn

wheve can I ﬁm{ move
Wormﬁm?

Further information can be found in the following
Performance Award Rights Pian documents:

Performance Award Rights Terms: and

Trust Deed (available from Remuneration &
Benefits on request).

Ptan information and documents are available on
insidefAG.

)/oumwésowmct

JACQUI CONNELLAN OR HANNA MEYER
Remuneration Specialisis, Remuneration
anc Benelits :
phone: +61 2 9292 8248
+61 2 9292 8275
e-mail; jacqui.connellan@iag.com.au or
hanna.meyer@iag.com,au

ALEX CHRISTIE

Senior Mahager Remuneration & Benefits
e-mail: alex.christie@iag.com.au

CRAIG HESPE

Head of Grou-p Taxation i
email: craig.hespe@iag.com.au
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SECTION 6

glossary

Base Date means the second trading day after the diate on which I1AG’s financial
results for the 12 month period ending 3G June 2006 are announced,
being 29 August 20086. !

Commencement Date is the date on which the Performance Aw ard Rights are granted to you
by the Trusiee. May also be referred to as the drant date.

Event is defined in Term 2.3 of the Performance Award Rights Terms
and includes a takeaver offer made to thelholders ¢f shares in 1AG
{oiher than as a result of an allotment or transfer approved by the
Board of IAG).

E SN DSeESe. Tw ST T TTI mRrXE T TSI SR ST=ETTE LS LT RS ORI SRS I TSR anT ‘.;“7,-'-“.& =i = AT T g L = ]
Group means 1AG and its subsidiaries. .
1AG means Insurance Australia Group lehed (?BN 60 090 739 923].

PARs or Performance means Performance Award Rights issued pursuant to this invitation.
Award Rights

Peer Group means the group of companies in the S&P ASX 100 index (as
determined by Standard & Poor's) from tima to time with such
inclusions and exclusions as may be determined by the Beard fram
time {o time. i

3— —

e

o -

Performance Hurdle is based on a compzrison of IAG’s TSR with the TSR ¢f the comipanies in

the Peer Group.

Performance Petiod is described in Term 2.2A of the Performance Award Rights Terms.
{

LFEs

Test Day ' means the last Trading Day of each calendar quarter in the Performance
Period {where such Trading Day falls in the Pérfarmance Period).

S e o e T A s

[

Total Shareholder Return or TSR is described on page 6 of this booklet. ;

LS XN B g TS T LT Shm s SR T YaLT ReSme Mgeenmn s mopr o o Sy S THI LD L 30 pmomTThooge e ST T3
Trust Deed is the 1AG Share and Performance Awards Rights Pian Trusi Deed dated

12 Fehruary 2001,

BT M LA TN, I T e . B s ——

;
Trustee means IAG Share Plan Nominge Pty Lid (ABN,'52 095125 152).

- e




SECTION 7

Wfovmw award r{gkfy

tevims PAR series 5%

PAR SERIES & TO BE GRANTED IN ACCORDANCE WITH THE
IAG SHARE AND PERFORMANCE AWARD RIGHTS PLANS

TRUST DEED

1.

1.1

1.2

1.3

1.4

2.1

ENTITLEMENT

Subiect to term 6. each Performarice
Award Righw entitles the Holder to acquire.
credited as fully paid, one Share at an
exercise price of:

$1

No. of Performance Award Rights exercised
on any particular day

Subject to the Listing Rules, the Trustee
must transfer Shares on exercise of a
Performance Award Right in accordance
with these teims.

Shares transferred on the exercise of
Performance Award Rights wili rank pari
passu with all existing Shares from the
date of transfer and will be entitled in full to
those dividends which have a record date
for determining entitlements after the date
of transfer of the Shares.

A Holder has no legal or equitable

Interest in @ Share by virtue of acquiring

a Performance Award Right, The Holdei's
fights are purely personal and contractual.”

CONDITIONS FOR EXERCISE OF PERFORMANCE
AWARD RIGHTS - :

A Performance Aweard Right which is an
Exercisabie Right {which has not lapsed)
may be exercised by 8 Holder at any time
before the end of the Exercise Period for
the Performance Award Right, The date
the Exercise Period will end is described

in Column 2 of the {able set oul below and
depends on the siatus of the Holder at the
relevant time as described in Colimn 1 of
the table.

{li  Fora continuing
Ermployec

{i}For a person who
ceases to be an
Ermployes in any
of the following
circumstances:

{a) Retirement:
{m redundancy:
{cydesth:

id) Total and
Perinanent
Disablement: or

{e) with the
approval of
the Board

{iii} Fora person
who ceases (o
be an Employee
{other than
due 10 serious
mis¢onduct
involving
dishonesty) in
circumstances
ather than:

{a} Retirement;
{by redundancy;
{cideath;

(v Total and
Permanetit
Bisablement; or

ie) with the
approval of
tha Board

Commeancement Date

the day which is
90 days after the
later of;

{1) the end of the
Performance
Pariod;

(2} e date on
which the person
teases to be an
Employee, {but
not iater than
10 years after the
Commencemeant
Date).

the day which 1s
90 davs after the
date on which the
person ceases to
be an Enployee.
(hut not later than
10 years after the
Commencement
Date).




2.2 A Performance Award Right will lapse
depending on the status of the Holder. as
described in Column 1 of the table below,
at the time described in Cotumn 2 of the

fof!owing table.

ii}  For a person
who ceases (0
be an Employee
due to serious
misconduct
involving
dishonesty.

{iYFor a person who
ceases o he an
Employee {in
circumstances
other than:

{8} Retirement;
(L) redundancy;
{cideath:

{d} Total and
Permanent
Disablement;

{e; with the
approval of
the Board; ar

(e} serious
miscongduct
involving
dishonesty.)

Tz Seiten By 2005

the date of ceasing
to be an Employee
{irrespective of
whether it is an
Exercisable Right}

if the Performance
Award Right is niot
an Exercisable
Right on the day
the person ceases
to be an employes,
the date of ceasing
to be an Emiplovee.

- if the Performance

Award Right is an
Exercisabie Right
on the day the
person ceases to
be an Employee.
the end of the
Exercise Period.

(it} In the case of
a person who
is & continuing
Employee.

{iv} In the case of
any other persan
nol covered in
{1} {ity or {ifi}

if at the 2nd of the
Performarnce Period
for the Pettormance
Award Right the
Parformancs

Award Right is not
an Exercisabie
Right, the end of
that Performance
Period.

if at the end of
the Exercise
Period for an
Exercisable Right
ihe Performance
Award Right s
unexercised, the
end of the
Exarcise Period.

if the person
requests that the
Performance Awaid
Right lapses, the
date the reguest is
received by Trustee.

if al the end of the
Performance Period
for the Performance
Award Right the
Performance -
Award Right is not
an £xercisable
Right. the end of
that Performance
Perind.

if at the end of
the Exercise
Pariod for an
Exarcisable Right
the Parlormance
Award Right is
unexecised, the
end of the
Exercise Paripd.




2.2A The Perfarmance Perind for a Performance
Award Right (which has not tapsed

commences on the third anniversary of the

Base Date and depending on the status of
the Hotder as destiibed in Column 1 ends
on the date described in Column 2 of the
table set out helow.

Ea

{ihFoi a person
who ceases to
be an Employee
{othar than

dishonasty)

iy any of the
following
circiimstances:

(crdesth;

with the
agpievat of
the Board

A ATGS AL

DATE ON WHICH

iy Foracontinuing 5 years from the
Employee Base Date

the fater of:

{1} 4 years fiom the
Base Date; or

(;t:ecmns;eﬂf--‘s {2) 12 moriths fiom
miscondue ceasing {o he an
involving

Empioyee {but
not later than

5 years from the
Base Data)

{a} Retirement:

bt redundancy; '

(Y Total and
Perimanent
Disablement; or

2.3 A Performance Award Right {which has not
lapsed) will become an Exercisable Right

if gither:

(@}

Both of the following conditions
are satigfied:

{H

the Perfermance Award Right is
eligible to hecome exercisable
under term 2.4; and

(it}

the Trustee gives nolice to the
Holder that the Performance
Award Right has hecome
exercisabie in accordancs with
these erms. The Trustee must
notify Holders within 28 days of
the Test Day of the Performance
Award Rights which have
hecome exercisable;

Both of the following conditions

{n

are satisfied:

any of the following cceur
before the end of the

Performance Period for a
Performance Award Right:

(A) a iakeover bid is made
to the holders of Sharas
{other than as a result of
an allotment or transfer
approved by the Board);

(B} a siatement is lodged with
ASX to the effect that a
person has voiing power
in not less than 15% of
the total number of vates
attaching to voting shares in
IAG (other than &s a result
of an allotment or transfer
approved-by the Board);

(C) pursuant to an application
made to the Court, the
Court orders a meeting
to be held in rejation 10
a propesced compromise
or arrangement for the
purpose of or in connection
with a scheme Tor the
reconstruction of 1AG or its
amalgamation with any
other companies:

{0y AG passes a resclution for
voluntary windging up; or




{F} a@norder is made for the
compulsory winading up of
{AG: and

(i} the Board gives a notice under this
terit {o the Holder,

2.4 A Performance Award Right is eligible to
become exercisable in accordance with
the following and subject to the rule set
out below:

I on a Test Day in the Performance Period:

(i the Rank (1}nil

does not
reach 50

(i) the Rank (2Y1he number of
reaches Poerformance
50 or above Award Rights

determined by the
formula {rounded
tiown to the
nearest whole
nimberi:

(264501501, |
100 -

‘Yhare:
A g the lésger of:

iir the Rank
reachad on the
Test Day; and

(i) 75.

B is the Total
PARSs;

C is the nuwber
of Performance
Award Rights
which before {he
Test Day:

i} have becohe
Exercisable ; or
{ihare eligible
to hecome
exercisable

but in any case
the number ot
Perfarmance
Award Rights
determined by
the formula to he
gligible to become
exercisable must
not be a number
less thah zéro.
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3.2

RULE

The numoer of Performance Award Righis
etigible 1o hecome exercisebie at any time
canhol exgeed the number of Total PARs
that have not lapsed.

The Rank for a Test Day is cetermined by:

ia) determining as a1 the Test Day the
Towa!l Shareholder Return Tor IAG and
the Total Sharehoider Return for each
member ¢f the Paer Group; and

{by ranking IAG and the members of the
Peer Group by reference to those Total
Sharehoider Returns on a percentile
scale, with the company with the
highest Total Shareholder Retumn at
that day ranked at 100.

The Renk for the Test Day is the positien of
IAG on that percentile scals,

For the purpose of these terms a
determination by the Board of the Rank
shali be binding and conclusiva.

METHOD OF EXERCISE OF PERFORMANCE AWARD
RIGHTS

A Performance Award Right is exercised
hy the holder iodging a notice of exercise
of Performance Award Right. together with
the exercise price for each Share {0 he

transferred on exercise, with the Trustee or
such other person as the Board designates.

Performance Award Rights must be
exercised in multiples of 100, unless the
Holder exercises all Performance Award
Rights able o be exercised at that time.
The exarcise of some Performance Award
Rights only does not affect the Helder's
right to exercise other Performance Awasrd
Rights at a later time.

NO TRANSFERS

Perfarmanoe Award Rights may not be
transiered.

a2
-

6.2

QUOTATION OF PERFORMANCE AWARD RIGHTS AND
SHARES

Performance Awaid Rights will not

Le guoted on ASX, H the Shares to be
transferrgd on exercise of Performance
Award Rights are not already iisted for
official quotation and Shases of 1AG

are listed al that time, |AG wili make
application to ASX for official quotation

of Shares translerred on the exercise of
Performance Award Rights as soon as
practicable afler the Shares are transferred.

PARTICIPATION N FUTURE ISSUES
Participation generally

A Holder may only particinate in new
issues of securities 1o holders of Shares
if the Performance Award Right has
been exercised, if that is permitted by
its terms, and the Shares in respect of
the Performance Award Right have been
transferred hefore the record date for
determining entitiemen:s to the issus.

Bonus issués

If 1AG makes a bonus issue of shares or
other securities pro rata to holders of
Shares (other than an issue in lieu of or
in satisfaction of dividends or by way of
dividend reinvestment) and no Shares
have been transferred in respect of a
Performance Award Right hefore the record
date for detenmining entitiements to the .
bonus issue then therights attaching to
that Performance Award Right will be
altered as follows:

{iy the number of Shares which the Holder
is entitled to have Uransferred on
exercise of the Performance Award
Right {$) is determined ny the formula:

S=N+i{NxR;



.

where:

N = The number of Shares per
Ferformance Award Right which
the Helder is entitied o have
transferrey on the record date
to detenmine entitlements to the
bonus issue.

R = The number of Shares {including
ractions) offered under the bonus
isgue for each Share held.

(i} the exercise price per Share of &
Performance Award Right will not
e changed,

Share Rights Issues

6.3

i IAG makeés an offer of ordinary shares
pro rata to alt or substantially ail hoiders of
Shares {whether of not an issue in iieu of
or in satisfaction of dividends or by way of
dividend reinvestment) for a subscription
orice which is tess than the market price
and ro Shares have been trensferred in
respect of a8 Performance Award Right
before the recort date for determining
antitlements to the issue then the exersise
price per Parformance Award Right will not
be changed. The number of Shares which
the Holder is entitled to have transferred on
exercise of the Performance Award Right
will not change. :

Aggregation

0.4

tf Performance Award Rights are exefcised
simultaneously then the Holder may
aggregete the number of shares or fractions
of shares or other securities to which

the Holder iy entitied to have lransicrred
under those Performance Award Rights,
Fractions in the aggregate numoer only

will be disregarded in determining the total
entitiemeant to have transterred.

Recenstruction

8.5 i the svem of any reconstruction of the

issuad orinary capital of 1AG the number
of shares atlaching Lo gach Performance
Award Right will be reconstructed in the
manner specified below. I the manner

is not specified then the Board will
determine the reconstruction. in any
everit the reconstruction will nat result

ity any additional henefits being conferses
o Holders which are not conferred on
sharehotderss of IAG {subject Lo the same
provisions with respect to rounding

of entitleiments as sanctioned by the
meeting of sharehoiders approving the
recensiruction of capital) and in 5l other
respects the terms for the exerpise of
Performance Award Rights will remain
unchanged,

In the event of any consolidation or
sub-division o shares or reduction

or cancellation of capial then the
reconstruction will be determined by the
foiowing formulae:

{a) Consolidation: and
thy Subdivision:
8
=Cx’:;
$=C FE
{¢} Reduction of capital by return of share
capital:
S=C

¢  Redugtion of capital hy cancellation of
ordinary shares that is either lost or
not represented by available assets:

S=4

fe}  Pro rata canceliation of fully paid
ordinagry shares ot within (¢} or ()
B

E;:‘-CxA



where

A= The total numiber of Shares on issie before

the capital reconstrucuion;

B = The iotal numner of Shares on issue after
the capital reconstruction;

€ = The number of Shares which the Holder
is entitled 10 have transferred on exercise
of a Performance Award Right before
the reconstruction;

S = The number of Shares which the Holder
is entitled to have transferred on axersise
of a Perfoimance Award Right after
the reconstruction.

7 LAPSE

A Holder may request that soaine or all of
the Performance Award Rights held by that
Holder lapse.

8 LIABILITY FOR TAX

8.1 If IAG, or any company in the Group which
is the emplover or farmer emplover of a
Holder (“Employer Company™), is obliged
as a result of a Holder exercising a
Performarnce Award Right to accournt to any
tax authority for income ax or employment
taxes under any wage withholding or other
arrangements or for any other tax, levy or
charge of a similar nature {*Tax”), then
the Empioyver Company is entitled to be
reimbursed by the Holder for the amounts
paid to the tax suthority.

8.2 Where term 8.1 applies, the Trusteea Is not
obHged (o transfer Shares to the Holder
on exercise of the Hoider's Performance
Award Right unless 1AG 15 satistied
that arrangements have been made for
reimbursement. The arrangements that ING
may make include. without Hmitation, the
sale of Shares acquired on exercise of the
Holder's Performance Award Right.

10
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ADVICE

IAG mist give notice ta each Holder of any
adjustment 1o {he number of Shares which
the Holder Is entitled 1o have transterred
on exercise of & Performance Award

Right or the exercise price per share in
sccardance with the requirements, if any.
of the Listing Rules.

NOTICES

Where the Board considers it appropriate,
electronic notices may be given by IAG 10
a Holder.

INTERPRETATION

11.1 in these tenns words and expressions

which have a particular meaning under
the Trust Deed have the same mganing
and in particular;

IAG means insurance Australia Group
Limited (ABN 60 090 738 923}

ASX means Australizn Stock
Exchange Limited.

Base Date mesns the date which is the
second Trading Day after the date on
which 1AG's fingncial results for the twelve
meonth period ending on the 30 june that
immediately precedes the Commencement
Date are announced o the ASX.

- Board means the board of direciors of IAG.

Commencement Date means the date on
which the Performance Award Rights are
issued to the Holder in accordance with
clause 8.6 of the Trust Deed.

Employee means a parson wWho is a full time
or part-time empioyee of any body corporate
within the Group.

Exercisabis Right means a Performance
Award Right that is exercisable in
accordance with these tenns.

Exercise Perlod is the period determinad in
accordance with term 2.1,



Group means IAG and each body corporate
that is, from time to tine. a subsidiary

of JAG under Division B of Part 1.2 of the
Corporations Act 2001 (Cth).

Holder means the holder of a Performance
Award Right.

Listing Rules means the Listing Rules
of ASX.

Market Value means, for a company
{inctuging IAG)

{a) on the Base Date, the valume
weighted average price at which
shares were traged on ASX in the one
weeh padod preceding and including
the Base Date; and

{h] on a Test Day, the volume weighted
average price at which shares were
traded on ASX in the 30 day period
preceding and including the Test Day.

Peger Group means the group of companies
in the S&P/ASX 100 index (as determined
hy Standard & Poor's} from time to time
with such inclusions and exciusions as
may be determined by the Board from time
to time.

Performance Perlod means the period
described in term 2.24.

Rank means the ranking of IAG measured
from time to time during the Performance
Period in accordance with term 2.5,

Retirement in relation to a Helder means

retirament by the Holder from emplovment
of any body corporate in the Group at age

55 or pver,

Share imeans a fully paid ordinary share
in ING.

Test Day means:

{a} the last Trading Day of each calendar
quarter where such Traging Day falls in
the Performance Period; and

ihy any other day or days in the
Perfarmance Period determined by
the Board.

Total and Permanent Disablement means
that the Molder has, in the opmion of the
Board. after consicering such medical
and other evidence s it sees fir, hecome
incapacitated to such an extent as to
render the Holder uniikely ever to engage
in any occupation for which he or she is
reasonably gualifed by education. training
or experience.

Total PARs means the total number of
Performance Award Rights allocated under
these terms to the Holder.

Total Shareholder Return as at the Test Day
of 1AG or @ company in the Peer

Group means the total shareholder return
of the relevant company determined by
reference {o:

(a) the changes in the Market Value of a
relevant share in the company from
the Base Date to the Test Day; and

(b} the value {on a basis determined
by the Board from time to time) of
ary shareholder benefits {including
dividends or any other benefits that
the Board determines from time to
time are to be talen into account}
paid or otherwise made available
generally to shareholders in the
company from the Base Dale Lo the
Test Day.

Trading Day means & business day as
defined in the Listing Rules.

Trust Deed means the trust deed dated 12
February 2001 between Insurance Australia
Group Limited ABN 8C 080 739 923 andl
IAG Share Plan Nominee Pty Limited ABN
52 095 125 152, as may be amented from
time to time.



Trustee means the rustea of the trust
esiabiished by the Trust Deed, currently
MAMA Share Plan Nominee Pty Ltd.

11.2 In these terms unless the contrary
ntention appears:

(ay the singular includes the plural and
vige versa;

i reference to a rule, a statute or
other law inciudes regulations and
other instruments under H and
consolidations, amendments,
re-epactments or replacements of
any of them: and

{cl areference to a person incluges
a reference 1o the person's legal
personal representatives, exscutars.
administrators and successors, a firm
or a body corporate.

11.3 Headings are inserted for convénience
and do not affect the interpretation of
these terms.

11.4 if operation of these terms or any
interpretative provision causes a result
that the Board determines s anomalous o
inappropriate in the context of the purpose
of the grant of the Performance Award
Rights. the Board has power to ailter the
operation or interpretation so as to remedy
that result. The Board may do so in respect
of certain Performance Award Rights or
Performance Award Rights generally.
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an Lmuttation /%m the CEO IAG

Australia
Group

February 2007

2 Shaved future

Dear CoHeague

1 am deliglhied to advise that you have been selected for an allocation of Rights under the
Performance Award Rights (PAR) Plan, Your nomination reflects our belief that you are a
valuable member ¢f our team and your contribution will assist the Group 10 grow and succeed,
al the highest ievel. Achievement of the Plan's perlormance targe! will result in significant
henefit to you and the Group.

. The PAR Plan is & key component of our executive remuneration strategy and is designed
to align the interests of sharehoiders and executives, The equity opportunity offered
under the PAR Plan will provide an incentive Lo you o create and focus on shareholder
wealth over the fonger term. As with any aspect of your remuneration, this Ofter must he
treated confidentially.

The terms of your invitation and the conditions applying lo Performance Award Rights are
outlined in this booldet. it is imporiant that you read and uncerstand the Plan documents.
These will assist vou to understand the Plan structure. the drivers of Group performance in
relation 1o the Performance Hurdle the company is required to meet. and issues regarding
the taxation conseguences of your participation in the Plan. it is recommended that you seek
professional advice before deciding whether to participate in the Plan,

Regards

Michael Hawker
Chief Executive Officer
Insurance Australia Group Limited



SECTION 1
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and

IAG perfwmance

The Performance Award Rights (FAR} Pian is designed to link your reward 10 1AG's longertenn
performance, and also 1o the returns shareholders receive.

To reatise reward from the Plan, 1AG's Total Shareholder Rewrn {TSR] needs to ba ¢competitive with
the TSR eamed by sharehoiders of the top perforrming companies in the 8&P/ASX 100 index.

i is important fo understand what drives 1AG's share price and hew the market, and analysts
iny particular, vaiig our company. This, in turn, will enharce your understanding o® how you can

contribute to maximising return 1o our shareholders.

WWWW value afIAG shaves?

There are three main factors that analysts lake
inta account in valuing the shares of a company.
These are.

1. The tinancial performance of the company,

N

2. Broader performance issues; and
3., External factors (such as market conditions;,

These factors are described in the
foilowing 1ables,

al perfoonanee the
recd by the LTCnT Comn

ares arg hased on profitabibity - brth
and the oxpectad future in ;
n of dividends,

ort of other assets. in IAG™S case, s
fugies its underwrii 45 and the
capilal backing the bus

clear strategy on how we will coniinue to
Stabilfty and integrity of the Board and
agement, and ennsisiancy of the views taken
by the company on various issues, and

at Come syenm is

SUET AT

Dividend policy -

e (as swrers have

As a participant In the Plan, you will have access
to Information on a regular basis concerning
IAG's share price and IAG's TSR performance
against the Peer Group. The current trading price
of IAG shares is available on ‘InsideiAG’.
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H you are eligibie to apply for Perfiormance Award Rights (PARS), you will receive an e-maif confirming
the number of PARs that you may apply for and information on how to complete the online application.

In general, you should apply for PARs by completing the online Application Form on the website at:
www.computershare.com/employee/au/iag/iti

The website is administered by Computershare You must complete and submit your appllcation
Plan Managers and containg all Plan and for Deferred Award Rights by S5pm GMT on
Offer documents. & iarch 2007.

Completing the Online Application

STEP 1: ACCESS THE COMPUTERSHARE WEBSITE

Click o the website link: www.computershare.com/employee/au/iag/Itl if you are viewing this document
electranically.
Alternatively, type the website address directly inta the address ling of your intemel Diowser.

STEP 2: LOGIN AND COMPLETE THE ONLINE APPLICATION I

You wiil be led through a number of sieps 1o apply for PARs, Conmmpieting these steps should wake
appraxiately & minutes. Foliow the onescreen instructions 10 fogin 10 the Offer and the online application and
enter ar confinm 1 cauired infanmation,

1. Tologin you % =d e following information:
Your payioll nuinber

- Yaur Comptites shine website password. which was included i vour invitalian e-mail sent 1o you by
Compulesshare.

a8 oF ptiey s I e fad
WA 18 CQuaintT i e R

Tt fnfeenl iy MG
B ond s g oAy

cosrect and submit.

- Your tax fide nuinber (optinnal)®

2. Confirm the details displayed on the continmation screen a

-

STEP 3: APPLICATION CONFIRMATION !

Onte vou camplate and submit the online application, you will be provided with a confirmation puinber and an ¢
mail will e sent 1o vour neminaled eanail adidress, to confirm your application has heen completead.

Paper AM@M{ Fovms

if you cannot complete an online appiication, and require a paper Application Forth and Offer documents,
please contact Jacqui Connellan or Hanna Meyer trom Remuneration and Benefits. Contact details are
provided on page 15.

Cunvent 1AG Shareholders and PAR Plan Participants

If you are an existing 1AG shareholder. PAR Plan participant 6r other IAG Employee Share Plan
participant, and your HR payroll number. ful! name and address matches the Computershare records for
these holdings, we have iinked your onling application with these existing hoidings.

This means your onling application wilt display the TFN status held by Computershare,

Should vou change any of these existing details as part of your online application, your Computershare
records for these holdings will be updated automatically.
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PERFORM

-

PARs
EXCERSISABLE

EXERCISE

=

LAPSE/CEASE

EMPLOYMENT

Your Invitation to apply for PARS accompanies this booklet,

if you wish to accepl the invitation, completle the application for PARs on
the website ot www.computershare.com/employee/au/iag/ It by the due
date (5 March 2007). If you cannot apply on the welsite you car request
a papet Applicatlon Form.

You wii he granted Performance Award Rights upon acceptance of your
application by the Trustee {Conmencement Datel.

The Performance Period occurs between 3 and 5 years sfter the Base Date
129 August 2006). This is subject 1o your continuing as an employee of
the Group.

During this pediod, 1AG's performance (from the Base Dateal will be {ested cn

the Iast trading day of each quarter by comparing fts TSR against the TSR of

the Peer Group.

Your performance in this period and in the period leading up to it will directly

influence the perfarmance of KAG. and as a consequence, the number of your
PARSs that wili become exercissble.

Untess they lapse {soee the last section bealows, some or all of your PARs will
recome exercisable when the Trustee notifies vou that the Perlormance
Hurale has been satisfied or that an Event has cccurred.

The Performance Hurdle relates to the TSR perfarmance of IAG relative to
the Peer Group [companies cemprising the S&P/ASX 100 from time to time,
with such inclusions and exclusions as detennined by the Board).

Once PARs have become cxercisabie, you can exercise them gl any Ume
before the tenth anniversary of the Commencement Date. This s subject
to you continuing as an employee of the Group, (Refer to the table on page
11 for more information).

if the Performance Husdle is not met, PARs will lapse at the end of the
Performance Period.

Where the Performance Hurdle is met, any PARs that you have not
exercised will lapse at the end of ten years from the date they were
granted or 90 days after you cease employment with the Group.

FARs that are not exerclsable generally lapse if you cease employment
with ithe Group. (Refer 10 the table on page 1.1 for more information}.
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WHAT IS A PERFORMANCE AWARD RIGHT (PAR)?

A PAR 15 a right 10 acquire one ardinary share

in 1AG from the Trustee of the Plan, A PAR

may he exercised in order 1o receive one share
if the right has become exercisable and has

nat lansed. Until you exercise your rights and
acguire shares, a PAR will nor give you a legal or
bereficial interest in any IAG shares and you wiil
net he able to participate in dividends or other
shareholder benefits {ingluding voling).

WHAT IS THE PERFORMANCE AWARD RIGHTS PLAN?

The Plan is an employee share rights plan
designed (0 provide a lenglerm incentive
ocpportunity 1o participanis. The Plan provides
rights over 1ssued shares in [AG. The Plan s
governed by the Performance Award Rights Terms
and the 1AG Share and Performance Awarid Rights
Ptan Tiust Deed. '

WHO CAN PARTICIPATE IN THE PLAN?

Executives, senior managers and other key
employees are nominated by direct reports to
the Chief xecutive Officer IAG, and approved by
the Chief Executive Offices IAG, to participate in
the Plan. Participants have been selected i hghs
of the pivotal role they wiil play in achigving the
longerterm business goals of the Group. The
Nomination. Remuneration and Sustainability
Committee approves the participation of each
individual in the Plan.

WHAT ARE THE OBJECTIVES OF THE PLAN?

The Plan is a key compenent of our executive
remunaration stratedy. The Plan allows you to
acquire shares in tAG for a nominal exercise price
{AUD$1). subject to the perdformance of IAG (as
measured by Total Shareroldar Return) over the
Performance Period. The Ptan wili allow you to
sharea in wealth you help the Group create,

DO | HAVE TO PAY ANYTHING TO PARTICIPATE IN THE PLAN?
You are not required to pay anything (1o acguire
PARs under the Plarn. Shouid your PARs become
exercisable, you wilt have the oppaortunity to
acquire shares in 1AG from the Trustee by paying
a nominal exercise price in total for all the PARs
which are exercised at any ong Ume, A share
registry administration fee is payable by you to
Computershare far each transfer As a guide, the
fee is presently AUD$EG inclusive of GST. This
fee is reviewed from time 10 time and wilt be
payable directly to Computershare.

HOW DO | PARTICIPATE IN THE PLAN?
if you wish 1o accept your invitation to participate
in the Plan and be granted PARs, you will need

10 complete the onling application on the
Computershare website at
www.computershare.com/employee/au/iag/Iti,
or complete a paper Application Form if you
cannot access the website.

Online applications must be submitted by
Spm on 6 March 2007, Paper Application Forms
must also be received by this tine.

WHEN WILL | RECEIVE MY PERFORMANCE AWARD RIGHTS?

Ht is expected that yvour PARs will be allocated to

you on or about 13 March 2007. You will receive
a staterment from Compuiershare confirming vour
allocation, shortly after

that time.



BASE COMMENCEMENT DATE
DATE (GRANT) DATE DAY

WHEN WILL MY PARs BECOME EXERCISABLE?

Generally, whether ¢r not your PARs will become
exercisabie will depend on the Pertormance

Hiirdle being mel dunng the Performance Period.

It you remain employed by the Group, you will

have up to 10 vears from the Cornmencement
Date 1o exeicise your PARS that bave hecome
exercisable.

WHAT IS THE PERFORMANCE PERIOD?

The Performance Period 18 the period during
which the Performance Hurdie must be met

in order tor any of your PARS to become
exercisabie. As represented in the diagram
balow, the Performance Period is the period that
occurs between 3 and 5 years from the Base
Date if you remain as an employee of the Group.
Different arrangements apply if you cease ¢ he
an employee of the Group,

WHAT 1S THE PERFORMANCE HURDLE?

The Performance Hurdle is basaed on a
comparison of IAG's Total Shaiehotder

Retum (TSR with the TSR of the companies
comprising the Peer Group measured durirg the
Perfoermance Penioa,

The Performance Hurdle will be measuied on
a Test Day within the Performance Penod for
the period from the Base Daie 1o the Test Day.
For any PARs 10 be exércisable, IAG's TSR
performance must be within the top 50% of
companies comprising the Peer Group.

The Peer Group is the compeanies comprised in
the S&P ASX100 from time o time {subject to
such Inclusions or exclusions as the Board may
delermine from time to time).

[N — e e T |

EXERCISE PERIOD '

r
PERFORMANCE PERIOD

F

1

L/
3 YEARS FIRST
FROM BASE TEST

e A b e s T FC LI R

33 Mar 07

22 Aug 8 30 Sop 09

WHAT IS TOTAL SHAREHOLDER RETURN?

Totat Sharehoicer Return {TSRI measures the
entire returtt a shareholder would obtain from
holiding a company’'s shares over a period. taking
into account faciors such as changes in the
marhet value of the shares and dividends paid
aver that period.

J

5 YEARS
FROM BASE DATE

10 YEARS FROM

20 Aug 11 1% Do 16

The measurement penod begdins at the Base
Date (which is the second trading day afier the,
date on which IAG's financial results for the
period ending 30 fune 2000 are announced o
the ASX), and ends oh a Test Day during the
Performance Period. (The terms Base Date
and Test Day are Included 1 the Glossary of
this hooklet),

COMMENCEMENT DATE (GRANT)



how the W works -
PARs exevcisalie

WHEN CAN MY PERFORMANCE AWARD RIGHTS BECOME EXERCISABLE?

if the Performance Hurdie s met during the Periormance Penod. some or ali of your PARs will Ge
exercisable during the Exercise Period.

The Exercise Period commences when you are notified that the Performance Hurale has been passed.
The sarliest this can occur is on the First Test Day in the Perfaermance Period {being 30 September 2009
unkess the Board deternunes an earlier datg), and ends at the latest 10 years after the PARs have been
granted, Different arangements apply if you cease employment with the Group. Flease

refer 10 tha table on page 11.

WHAT IS THE REGULATORY CONDITION ON MY PERFORMANCE AWARD RIGHTS?

Intemational securities laws vary frony time to tme. It is possisie that future laws in your country
may prevent you from receiving PARs, from exercising them or having 1AG shares tiansferied (o you
or make it illegal or impose onerous conditions on the Trustee or IAG Group to do s0. These are all
regulatory conditions,

Al the time the Performance Hurdle is met, the Trustee wili check to see whether there are any regulatory
conditions which apply in your country. If they do and the Trustee or 1AG do not waive them, then the
Ferformance Huidle will not he met.

in these cases, the Trustee will use reasonable endeavours to deliver to you 8 similar ibut not necessarly
idantical) value to which youl would have been entitled had there been no regulatory condition.

HOW MANY OF MY PERFORMANCE AWARD RIGHTS WILL BE EXERCISABLE?

The number of PARs that wili hecome exercisable depends on 1AG's performance over the Performance
Period. based on the Company's Total Shareholder Return (TSR} as ranked against the Peer Group. This
is represented on the following graph.

% PARs exercisable

100% ) e,

50th 75th 100th

For any PARs {0 hecome axercisable, IAG’s TSR performance must rank at ¢r above the 30th pescentile*
within the Peer Group:

Where |AG's TSR performance is below the S0th percentile, none of your total PARs will

be axercisable;

Where IAG's TSR performance is at the S0th percentile, 50% of your total PARs will be exgreisable:
and

< Whara 1AG's TSR performarice is al the 75th percentiie. 100% of your total PARs will
he exeicisable.

Whare 1AG's TSR performance is between the 50th and 75th percentiie the percentage of PARS which
hecome exgrcisable increases proportionately.

i} Fath oo ata vt Ing rupltoon 00 L7 M b 300 LT RO AT B0 0 gl
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HOW IS A COMPANY'S RANK DETERMINED?
IAG™s rank in the Peer Group will be determinad
on each Test Day within the Performance
Perind by:

determining the TSR from the Base Date to
that Test Day for 1AG and the TSR for each
member of the Peer Group, This means that
it will include changes in the market value of
the shares in the relevant companies from the
Base Date to the Test Day. For this purpose.
the market value of the shares at the Base
Date will be determined by referenge 1o the
volume weighted average price on the ASX i
the one week period preceding and including
the Base Date. The markel value of shares
on a Test Day will be detenmined by reference
to the volume weighted average trading price
on the ASX in the 30 day period up to and
including the Test Day: and

- ranking IAG and the members of the Peer
Group by reference to ¢ach company's TSR on
a percentile scale, with the company with the
highest TSR at that day ranked at 100,

The rank for the Test Day is the position of JAG on
that percentile scale.

PARS exevcisalile

WHAT IS A TEST DAY?
A Test Day is the last trading day of each
quaiter in the Parformance Period and any
other day{s) in the Performance Period
nominated by the Board.

IN WHAT OTHER CIRCUMSTANCES CAN MY PERFORMANCE
AWARD RIGHTS BECOME EXERCISABLE?

PARs may hecome exercisable if you are

notified that an event specified in the PAR

Terms happens before your PARs lapse. These
gvents can include a takeover offer for 1AG.

For more information refer o clause 2.3 of the
Performance Award Rights Terims.
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HOW DO | CONVERT MY PERFORMANCE AWARD RIGHTS
INTO IAG SHARES?

Shares in 1AG will be transierred 0 you from the
Trustee of the Plan when vou exercise your PARs
{the Trustes will notily you if they are exercisable).
You may exercise some or all of your PARS which
have become exercisablie by:

1. Lodgmg a nolice of exercise of PARS (in
multiples of 100 with the Trustee; and

2. Paying the exercise price, which is AUD$1 in
toial for all the PARs which are gxercised at
any one time: and

3. Paving an administration fee for each

transfer of shares fiom the Trustee 10 you.
AL present, the current fue is AUDSBH
iinclusive of GST) and will be payable to
Compershare, Fees may be subject

to change.

DOES THE REGULATORY CONDITION APPLY TO GETTING
IAG SHARES?

Yes, if there is & regulatmy condition at the

time you apply to exercise your PARs for IAG
shares, you will not be able 1o do so. However,

if this is the case, the Truslee will use reasonable
endeavours to deliver to you a simitar (but
necessarily identical) value to which you

weuld have Deen entitled had there been no
regutatory condition.

HOW MANY IAG SHARES Will | RECEIVE?

Generally, you witt raceive ane share for each
PAR exercised.

Where [AG undertakes any bonus issues or
capital reconsiructions {(eg. share splits or
‘consolidations), the number of shares to which
you wil be entitled when you exercise your
PARs will he adjusted in accordance with ASX
requirements (further deta ls are provided in the
Performance Award Right Tenms).

CAN | ASSIGN OR TRANSFER THE PARS | RECEIVE TD
ANQTHER INDIVIDUAL?

Na. However, you will he able 1o transfer or
sell the shares you receive upon exarcise of
your PARs.

WHEN IS THE LAST TIME | CAN EXERCISE MY PARS?

Once your PARSs have become exercisable, vou
must exercise them no tater than 10 years from
the dale on which they weie granted to you or
vour PARs will lapse. Different arrangements
apply if vou cease employment with the Group.
Ptease refer to the tabie on page 11.

il
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WHEN WILL MY PERFORMANCE AWARD RIGHTS LAPSE?

if you continue to be an enipiovee of the
Group, your PARS will [spse under the folowing
cireumstances:

Any PARS that have nat become exercisabte
hy the end of the Performance Period will
lapse at that time {ie, 29 August 2011, beihg
5 years after the Base Date); and

Any PARs that have become exercisable by
the end of the Perfarmance Period but have
not been exercised by the end of the Exercise
Period will lapse at the end of the Exercise
Period (ie, 12 December 2016, being 10 years
afler the Commencement Date tgrant date}

of ithe PARs if you remain empioyed by the
Group).

employment

WHAT HAPPENS If | LEAVE IAG?

The cessatlon of your employment with the
Group will impact on your PARs What happens
will depend upon whethér your Performance
Award Rights have become exercisable psior to
your ceasing employment and the reasons why
vou cease employment, This 1s explained in the
tabie on the next page.

i your emplovment with the Group ceases, your
PARs may lapse. If your PARs have not become
exgrcisable and your empoyer ceases to be @
member of the Group. your PARs may {apse.

Participation in the Plan does not provide &
guarantee of conlinued employment with the
Groug and does not affect any right that the
Group may have to terminate your employment,
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“ARE’ Exeac:sﬁsw'fff
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RESIGNATION OR TERMINATION OF EMPLOYMENT WITH A COMPANY IN THE GROUP? (OTHER THAN
IN SPECIAL CIRCUMSTANCES)

EXERCISABLE Yol may &40reise PARS within 20 days of the d
which you 28356 10 be an employae {But not
than 10 yaars frem the Cornme noement Datel

NOT EXERCISABLE PARS Iapse on the day you cease employmant

SPECIAL CIRCUMSTANCES (BEING RETIREMENT, REDUNDANCY, DEATH, TOTAL AND PERMANENT
DISABLEMENT, OR BOARD APPROVAL)

EXERCISABLE You may cAercise your PARs before the tator of

a) A0 davs after the day on which you
ceuse 1 be an emplovee or

by 90 days after the day on which the
Performiance Pariod ends

itsud Aot later than 10 vears ow
ther Cnmmancemeant Datei.

PARs if the Perfonnance
satistied in the Performance Period.
6 circumstances, the Performanc:
Periot will commenes 3 years from the

“Base Date” and end on the Iater of

NOT EXERCISABLE You may exercise your

a} 4 years rom the Bose Oeter or

by 12 months aiter you cease Lo be an Enployen
thut o later than & vears ftom the Base Datel

If your PARs heceme exercisable after vou cease
enployment yoi nady excrcse tiem ne ke than
90 days after this Peeimancs Porod onds.

SERIOUS MISCONDUCT

EXERCISABLE AND NOT EXERCISABLE FARs fapae on the day you cease employment

Nots This gy 03Py * 3N GRAD Il SBASG< 0 bt 3 GRS Gt Dary,






SECTION 5

how to get more

wheve can Iﬁrw{ move
éry‘orma,tém?

Further information can be found in the foilowing
Performance Award Rights Plan documents:

Performance Award Rights Terms: and

Trust Deed {available fromi Remuneration &
Benefits on request).

Plan information and documents are aveilgble on
insideiAG.

)/oucmmwmtaa‘

JACQUI CONNELLAN OR HANNA MEYER .
Remuneration Specialists, Remuneration
and Benelfits
phone: +61 2 9292 8248
+61 2 9292 8275
g-mail: jacqui.connellan@iag.com.au or
hanna, meyer@iag.com.au

ALEX CHRISTIE
Senior Manager Remuneration & Benefits
e-mal:  alex.christie@iag.com.au

CRAIG HESPE

Head of Group Taxation
e-mail: craig.hespe@iag.com.au



SECTION 6

glossary

J
!

Base Date means the second trading day after the date on which 1AG's financial
results for the 12 month period ending 30 June 2006 are announced,
being 29 August 2006. |

|
T

Commencement Date is the date on which the Performance Award Righis are granted to you

by the Trustee. May also be referred to as the grant date,

Event is defined in Term 2.3 of the Performance Award Rights Terms
and includes a takeover offer made to the holders of shares in IAG
(other than as a result of an aliotment or transfer approved by the
Beard of 1AG).

Group means |AG and its subsidiaries.

IAG means Insurance Australia Group Limited (ABN 60 090 739 923),
t

PARs or Performance means Performance Award Rights issued pursuaﬁt to this invitation.
Award Rights

Peer Group means the group of companies in the S&P ASX 100 index (as
determined by Standard & Poor's) from time to time with such
inclusions and exclusions as may be determined'by the Board from
time 1o time.

Performance Hurdle is based on a comparison of JAG's TSR with the TSR of the comipanies in
the Peer Group. .

f
Performance Period : is described in Term 2.2A of the Performance Award Rights Terms.
— f
Test Day means the last Trading Day of each calendar quarter in the Performance
Period (where such Trading Day falls in the Performance Period).

Tota! Shareholder Return or TSR is described on page 6 of this booklet,

Trust Deed is the 1AG Share and Performance Awards Rights'PIan Trust Deed dated
12 February 2001,

Trustee means IAG Share Plan Nominee Pty Lid {ABN 521095 125 152!
y




SECTION 7

Wfarm&mce award n:g/uff

tevims PAR series 5*

PAR SERIES 5 TO BE GRANTED IN ACCORDANCE WITH THE
1AG SHARE AND PERFORMANCE AWARD RIGHTS PLANS

TRUST DEED

1. ENTITLEMENT

1.1 Subject to term 8. each Performance
Award Right entitles the Holder to acquire,
credited as fully paid, one Share a2t an
exercise price of:

$1

ey

SuSoRHEHOLDER

JHEIEXERCISEILFRIOD)

No. of Performance Award Rights exercised
of any particular day

1.2 Subject to the Listing Rules, the Trustee
must transfer Shares on exercise of a
Performance Award Right in accordance
with these terms.

1.3 Shares transferred on the exercise of
Performance Award Righis will rank pardi
passu with all existing Shares from the
date of transfer and will be entitled in full to
those dividenids which have a record date
for determining entitlements after the date
of transfer of the Shares.

1.4 A Holder has no legal or equitable
interest in a Share by virtue of acquiring
a Pérformance Award Right. The Holder's
rights are purely personal and contractual.

2.  CONDITIONS FOR EXERCISE OF PERFORMANCE
AWARD RIGHTS

2.1 A Performance Award Right which is an
Exercisable Right {which has not lapsed)
may be exercised by a Holder al any time
hefore the end of the Exercise Period for
the Performance Award Right. The daie
the Exercise Pariad will end is described
in Column 2 of the table set out betow and
depends on the status of the Holder at the
refevant time as described in Column 1 of
the table,

{ti For a continuing
Employee

{inFor a person who
ceases 1o be an
Empioyae in any
of the foilowing
circumstances:

{a} Retirement:
iy redundancy:
{cydeath;

{dy Total and
Permanent
Disablement; or

(e} with the
approval of
the Board

¢} For a person
who ceases (o
he an Employee
{ather than
due to sericus
misconduct
involving
dishonesty) in
circumstances
other than:

{a) Relirement:
{b) redundancy;
{¢ideath;

(i Total and
Permanent
Disablement; or

(el with the
approval of
ihe Board

10 years atter the
Commencement Date

the day which is
90 days after the
later of:

{1} the end of the
Performance
Period;

{2} the date on
which the person
ceases 1o he an
Emplovee, {but
not later than
10 vears after the
Commencement
Date),

the day which 18
20 days after the
date on which the
person ceases to
be an Employee,
{but not later than
10 years after the
Commencement
Date).



2. 2 nce Awa ight will )
22 A F‘erf()r.rnﬁi o& Award Rig E : lap‘s_e (it In the case of - f at the end of the
depending on the status of the Hoider, as L . i
) . L i a person who Performance Period
described in Column 71 of the tabie helow, o o N N
) o , is u continuing for the Patformance
at the time described in Coiumn 2 of the . ' et e
following tabl Employee. Award Right the
Owing & Performarnce
TR e Award Right is not
S TATUSIORITHEHOLDERS FREORMANCEIAWARD an exercisauie
R ' S RIGH {UARSES) ' Right. the end of
) ) : - that Performance
{i} Fora person the date of ceasing Period. -
who ceases to to be an Employee
he an Employee {irrespective of - if atthe end of
b due to serious whether it is an the Exercise
misconduct Exercisahle Right) Period for an
invoiving Exercisable Right
dishonesty. the Performance
Award Right 1s
{il)For a person who - if the Performance un:xefr(z;ied, the
ceases to be an Award Right is not gn - ot '; o
Employee {in an Exercisabie XEICISE Fernec.
circumstances Right on the day
other than: the person ceases (iv) In the case of i the person
i he ap & 4 =9 g N o e o 4
(a) Retirement; u,), e an employee any other person reguests that the
the date of ceasing not covered in Performance Award
(b} redundancy: to he an tmployee. {iy (ity or i) Right lapses, the
(c)death; o e date the request is
if the Pe‘rtOFET‘-B e received by Trustee.
(dy Total and Award Right is an _
Permanent Exercisabie Right - if at the end of the
Disablement: oh the day the Performance Period
. gerson ceases to for the Performance
{e} with the . :
; | of ~ be an Employee. : Award Right the
?r?prBOV:rcfo‘ o the end of the Performance
he board. Exeicise Period. Award Right is not
(e} serious an Exercisable
misconduct Right, the end of
b involving that Peirformsnce
dishonesiy.) Periol.
- i at the end of
the Exercise
Period for an
Exeicisable Right
the Performance
Award Right 1%
unexercised, the
end ot the
Exeroise Parnod.

b Sopenthar 0



2.2A

The Peiformance Period for a Performance
Award Right (which has not lapsed)
conmmences on the third anniversary of the
Base Date and depending on the status of
the Holder as described in Column 1 ends
ah the date desgribed in Column 2 of the
tahle set out helow.

(a)
{b)

(ch}

(e}

2.3

(iiyFor a parson

\ DATE[GNWHICH
o o BERICHENDS or
{iy Foracontinsing S years from the
(b

mmployee Base Date

the ater of:
who ceases Lo
e ah Employee
{other than

due 1o serious
miscongduct
invalving
dishanesty)

in any of the
following
crgumstances:

{1} 4 years from the
Base Date: or
(27 12 months from
ceasing to be an
Empleyee (hut
not iater than
5 years from the
Base Date)

Retirement:

redundancy;

{cideath;

Totat and
Paermansant
Disablement; or

with the
approval of
the Board

A Performance Award Right (which has not
lepsed) will become an Exerclsable Right
if either: .

{a) Both of the following conditions
are satisfied:

(il the Performance Award Right is
eligible to hecome exercigsabie
under terin 2.4; and

{ih

the Trustee gives notice to the
Holder that the Performance
Award Right has hecome
exercisahle under term 2.4,
Irrespective of whether there is a
Reguiatory Condition, the Trustee
must notify Holders within 28 days
of the Test Day of the Performance
Award Rights which have

hecome exercisable.

Both of the following conditions
are satisfied:

{)

any of the following occur

before the end of the Performance
Period for a Performance Award
Right:

a takeover bid is macle to the
hoiders of Shares (other than
as a result of an allotment
or transfer approved by the
Board):

(A}

(B} a statement is lodged with
ASX to the effect that a
person has vating power

in not less than 15% of

the total number of votes
attaching to voting shares in
JAG {other than as a result
of an alliotment or transfer -
approved by the Board);

{C) pursuant to an application
madle to the Court, the Court
orders a meeting to be held
in relation to a proposedt
compromise of arrangement
for the purpose of or in
connection with a8 scheme for
the reconstruction of 1AG or
its arnalgamation with any
other companies;

IAG passes a resolution for
voluntary winding up, or




1g

(E)

(i} the Board

an order is made for the
compulsory winding up of
IAG: and

gives a naotice under this

term to the Holder,

2.4 A Performance Award Right is efigible to
become exercisable in accordance with
the following and subject to the rule set

out below:

If ant & Test Day in the Performance Period:

O MEERIOETHERIE
RIGH] SIWHICHIAREJN

ENIGIBIEYTOTBEC OME LI

{ii)

the Rank
does not
reach 50

the: Rank
reaches
50 or abhove

(1) nil

{2)the number of
Performance
Aweard Rights
determined by the
formuila (rounded
down to the
nezrest whole
number}:

[2tA-50)+50]
100

B ¢

A I st WA

Where:
A is the fesser of:

it the Ranl
reachad on the
Test Day; andi

(iiy 75.

B is the Totai
PARs;

C is the number
of Pedormance
Award Rights
which before the
Tost Day:

(1} have become
Exercisable ; or
{iilare eligible
to become
exercisable

but in any case
the number of
Performance
Award Rights
detenmined by
the formula to be
eligihle 1o become
exelcisatie must
not he a number
less than zero.




2.5

2.8

3.4

3.2

RULE

The number of Pertormance Award Righis
eligible to hecome exercisable at any time
cannot exceed the number of Total PARS
that have not lapsed.

The Rank for a Test Day is determined by:

{a) determining as at the Test Day the
Total Sharehotder Return for [AG and
the Total Sharehgalder Return for each
member of the Peer Group: and

{b) renking IAG and the members of the
Peer Group by reference to those Total
Shareholder Returns on a percentile
scale, with the company with the
highest Total Sharebolder Return at
that day ranked at 100.

The Renk for the Test Day is the position of
IAG on that percentile scale.

For the purpose of these terms 2
determination by the Board of the Rank
shall be binding and conclusive.

METHOD OF EXERCISE OF PERFORMANCE AWARD
RIGHTS

A Performance Award Right is exercised

hy the holder lodging a nolice of exeitise
of Performance Award Right, together with
the exercise price for each Share to be
transferred on exercise, with the Trustee or

such other person as the Board designates.

Performance Award Rights must be
exercised in multiples of 100, unless the
Holder exercises all Performance Award
Rights able to be exercised at that time.
The exercise of some Performance Award
Rights only does not affect the Holder's
right 1o exercise other Performance Award
Rights at a fater time,

NO TRANSFERS

Performance Award Rights may not be
transferred.

6.1

6.2

QUOTATION OF PERFORMANCE AWARD RIGHTS AND
SHARES

Parformance Award Rights will not

be guoted on ASX. If the Shares 1o be
transferred on exercise of Performeance
Award Rights are not already listed for
official quotation and Shares of IAG

are listed at that time, 1AG will make
application to ASX for official quotation

of Shares transferred on the exercise of
Performance Award Righis as soon as
practicable after the Shares are transferred.

PARTICIPATION IN FUTURE ISSUES

Participation generally

A Holder may only participate in new
issues of securities 10 holders of Shares
if the Performance Award Right has

been exercised, if that is permitted by
its terms, and the Shares in respect of
the Performance Award Right have been
transferred before the record date for
determining entitlements (6 the issue.

Bonus Issups

If JAG makes a honus igsue of shares or
other securities pro rata to holders of
Shares {other than an issug in lieu of or
in satisfaction of dividends or by way of
dividend reinvestment) and no Shares
have heen {ranslerred in respect of a
Performance Award Right before the record
dale for determining entittements to the
bonus issie then the rights attaching to
that Performance Award Right will be
altered as follows:

(i} the mumber of Shares which the Holder
is entitled to have transferred on
exercise of the Performance Award
Right (8] is determined by the farmula:

S=N+[NxR)




where:

N = The number of Shares per
Performance Award Right which
the Hoider is eititled to have
transferred on the recorc date
to determine entittements to the

" bonus issue.

R = The number of Shares (including

fractions) offered under the bonus

issue for each Share held.

{iiy the exercise price per Share of a
Performance Award Right will not
be changed.

Share Rights Issues

.3 1t 1AG malkes an offer of ordinary shares

pro rata 1o ali or subsiantially ail holders of
Shares {whether or not an issue in lieu of
of in satisfaction of dividends or by way of
dividend reinvestment) for a subscription
price which is less than the market price
and no Shares have been transferred in
respect of a Performance Award Right
Lefare the record date for determining
entitlernents to the issue then the exercise
price per Performance Award Right will not
be changed. The number of Shares which
the Holder is entitled to have transferred on
exercise of the Performance Award Right
will not change.

Aggregation

6.4 i Perlormance Award Rights are exercised

simuitaneously then the Holder may
aggregate the number of shares or fractions
of shares or other securities to which

the Holder is entitled te have transferred
under those Performance Award Rights.
Fractions in the aggregeate number only

will be disregarded in determining the total
entitlement to have transferred.

Reconstruction

6.5 In the event of any reconstruction of the

issupd ordmary capital of IAG the number
of shares attaching to ¢ach Perfonmnance
Award Right will be reconstructed in the
mannar specified below. If tre manner

is not specified then the Board wilt
determine the reconstruction, In any
event the reconstruction will nol result

in any additional benefits heing conferred
on Holders which are not conferred on
shargholders of 1AG (subject 1o the same
provisions with respect to rounding

of entitlerments as sanctioned by the
meeting of shareholders approving the
reconstruction of capital} and in all other
respects the terms for the exercise of
Perdormance Award Rights will remain
unchanged.

In the event of any consolidation or
sub-division of shares or reduction

or cancellation of capital then the
reconstruction will be determined by the
following formulae:

{a) Consolidation: and
{b) Subdivision:
- 8.
S$=Cx i

{c} Reduction of caoital hy retusn of share
capitak:

$=¢C

{¢j Reduction of caoital by cancellation of
ordinary shares that is either lost or
not represented by available assets:

S=C;

{e} Pro rata cancellation of fully paid
ordinary shares {not within {¢ or (@)
8

S=fo\:



where:

A = The total number of Shares on issue before
the capital reconsiruction;

B = The total number of Shares on issue after
the capital reconstruction;

€ = The number of Shares which the Holder
is antitied 1o have transferred on exescise
of a Performance Award Right belore
the reconstruction;

S = The numiber of Shares which the Holder
is entitled to have transferred on exercise
of a Performance Award Right after
the reconstiuction.

7 LAPSE

A Holder may request that some or all of
the Performance Award Rights held oy that
Holder lapse.

8 LIABILITY FOR TAX

8.1 If 1AG. or any company in the Group which
is the employer or former emplover of a
Holder {“Employer Company™), is ohbliged
as a result of a Holder exercising a
Performance Award Right to account to any
tax authority for income tax or employment
taxes under any wage withhoiding or other
arrangements or far any other tax, levy or
charge of a similar nature (*Tax"}, then
the Employer Compaly is entitied 1o be
retmbursed by the Holder for the amounts
paid to the tax authority,

R.2 Where term 8.4 applies, the Trustee is not
abliged to transfer Shares to the Holder
on exercise of the Hoider's Performance
Award Right unless IAG is satisfied
that arrangements have been made for
reimhursement. The arrangements thet 1AG
may make Include. without limitation, the
sale of Shares acyuired on exercise of the
Holder's Performance Award Right.

10

11

ADVICE

IAG must give notice to each Holder of any
adjustment to the nuniber of Shares which
the Holder is entitted to have transferred

on exercise of a Performance Award Right or
the exercise price per share in accordance
with the requirements, if any.

of the Listing Rules.

NOTICES

Where the Board considers it appropriate,
glecironic notices may be given by 1AG to
a Hoider.

REGULATORY CONDITION

11.1 Notwithstanding anything else in these

terms, but subject to term 11.2:

{a} a Performance Award Right does not
become an Exercisable Right:

{b; an Exercisable Right cannot be
exercised; or

{c} Shares cannot be transferred to the
Halder,

if there is a Regulatory Condition in
existence at that time in refation to that
action or event.

11,2 The Trustee may, in its absolute discretion,

12

walve any Regulatory Condition. If the
Trustee does not waive a Regulatory
Condition, it will use reasonable endeavours
to detiver to the Holder a simitar (but not
icdentical) value to thar which the Holder
would have beean entitled had there been no
Regulatory Condition.

INTERPRETATION

12.1 in these terms words and expressions which

have a particular meaning under
the Trust Deec have the same meaning
and in particiiar:

1AG means Insurance Australia Group
Limited {ABN 60 090 730 823}



ASX means Australian Stock
Exchange Limited.

Base Date means the date which is the
second Trading Day afier the date on
which IAG's financia! results for the twelve
month period ending on the 30 June that
immediately precedes the Commencement
Date are announced 10 the ASX.

Board means the boerd of directors of IAG.

Commencement Date means the date on
which the Performance Award Rights are
issued to the Holder in accordance with
clause 8.8 of the Trust Deed.

Employee ineans a person who is a fuil time
or parttime employee of any hody corporate
within the Group.

Exercisable Right means a Performance
Award Right that is exercisable in accordance
with these terms.

Exercise Perlod is the period determined in
accordance with term 2.1,

Group means IAG and each body corporate
that is, from time to time, a subsidiary

of 1AG under Division 6 of Part 1.2 of the
Corporations Act 2001 (Cth),

Holder means the holder of a Performance
Award Right.

tisting Rules means the Listing Rules
of ASX.

Market Value means, for a company
{including 1AG):

{a) on the Base Date. the volume weighted
average price at which shares werg
traded on ASX in the one week period
preceding and including the Base Date:
and

{bi on a Test Dav. the volume weighted
average price at which shares were
traded on ASX i the 30 day period
preceding and including the Test Day.

Peer Group means the group of companies
in the S&P/ASX 100 ndex (as detenmined
by Standard & Poor's) from time o time with
such inclusions and exclusions as

may be determined by the Board from time
1o tme.

Performance Period means the period
ciescribed in term 2.2A,

Rank means the ranking of IAG measured
from time to time during the Performance
Period in accordance with term 2.5,

Regulatory Condition means in refation 1o
any matter regarding the vesting or exercise
of a Performance Award Right. the Trustee
determines that a law. régulation or official.
party organ or administrative pronouncement
or action, or any judicial decision interpreting
or applying such laws, regulations or
pronouncemenis is made or in exisience
which means that:

faj the vesting or exercise of a
Performance Award Right is not
permitted; or

{h} requirements could be imposed in
relation to that vesting or exercise
which the Trustee or the Group
determing, in their absolule discretion,
{0 be unacceptable; or

{cy reguirements could be imposed on the
Holder in relatior to that vesting or
exercise which the Trustee or the
Group determing, in their absolute
discretion. have been comnlied with
{0 their satisfaction.

Retirement in relation to a Holder means
retirement by the Holder from empioyment of
any hady corporate in the Group at the age
55 or over, or such age, as determined by the
Board. in accordance with iocal legisiation.

Share means 2 fully paid ordinary share
irt 1AG.



Test Day means:

{a) the last Trading Day of each calendar
guarier where such Trading Day falls in
the Performance Periog: and

(b)Y any other day or days in the
Performance Period determined by
the Board.

Total and Permanent Disablement means
that the Holder has, in the opinion of the
Board, after considering stuch medical

and other evidence as it sees fit. hecome
incapacitated 1o such an extent as to render
the Holder unlikely ever to engage in any
occupation for which he or she is reasonably

qualified by education, training ar experience.

Total PARs means the total humber of
Performance Award Rights allocated under
these terms o the Holder.

Total Shareholder Return as st the Test Day
of AG of 5 compary in the Peer

Group means the total shareholder return
of the relevani company determined by
refarance to:

{8} the changes in the Market Vaiue of a
relevant share in the company from the
Base Date to the Test Day; and

{hy the value {on a basis determined
by the Board from time to yme} of
any shareholder benefits (including
dividends or any other benefits that the
Board determines from time to time
are to be taken into account) paid or
otherwise made available generaliy to
sharehoiders in the company from the
Base Date to the Test Day.

Trading Day means a businress day as
defined in the Listing Rules.

Trust Deed means the trust deed dated 12
Fenruary 2001 bDetween Insurance Austraila
Group Limitec ABN 60 090 739 923 and 1AG
Share Pian Nominee Ply Limited ABN 52 095
125 152, as may be amended fram time 1o
lime,

Trustee means the trustee of the {rust
established by the Trust Deed. currently
NRMA Share Pian Nominee Pty Limited

12.2 In these terms unless the contrary

intention appears:

(@1 the singufar includes the plural and
vice versa:

(b} reference to a rule, a statute or
other law Inclides regulations and
other instruments under it and
consolidations, amendments,
re-enactinents or replacements of
any of them,; anc

(c} a reference to a person includes
a reference to the person’s legal
personal represemntatives, executors,
adminstrators and successors, a firm
o a body corporate.

12.3 Headings are inseste. for convenience

and do not affect the interpretation of
these terms.

12.4 If operation of these terms or any

interpretative provision causes & result

that the Board determines is anomalous or
inappropriate in the context of the purpose of
the grant of the Performance Award Rights,
the Board has power 10 alter the operation

of interpretation s0 as to remedy that result,
The Board may do so in respect of certain
Performance Award Rights or Performance
Award Rights generally.
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IAG PERFORMANCE AWARD RIGHTS PLAN” - 2006/2007
EXPLANATORY BOOKLET - INTERNATIONAL TAX SUMMARY - UNITED KINGDOM

INTRODUCTION

The following taxation sumimary assumes that you are,
and remain. a UK resident for taxation purposes. The
information is general in nature and relates to UK
taxation rutes that apply to awards made under the
Performance Award Rights (PAR) Plan. It does not take
into account vour parsonal circumstanses or other tax
liabilities which may arise in other jurisdictions.

It is strangly recommended that you seek
professional advice in relation to vour personal
circumstances prior to exercising your PARs from an
mdependent person who is licensed to give

such advice.

Capttalised terms used hul not defined in this
International Tax Suppiemeant have the same meaning
as it the Explanatery Booklet, unless the conlext
requires otherwise,

The angzlysis below 13 based on law and practice as at
August 2006,

TAXATION OF YOUR PERFORMANCE AWARD RIGHTS

The Laxation of your PAR will be dependent on your 1ax
residency status at the Commencement Date

{19 Deceinber 2006). at the date on whigh you
exercise your PARs and at the date on which you
dispose of any JAG shares ("shares”) you acquire.

Thus summary covers the following situations:

you were resident and ordinarily resident (R/0R} in
the UK at the Commencement Date, at the date of
exarcise of the PARs and at the date of disposai of
any shares you acquired: and

i your existing residency status is different to the
ahove scenarios, different provisions may apply.

MNote that for the purposes of calculating any UK
income 1ax or capital gains tax due, any figwres used
in the cateulations must be converted inio Sterling at
the exchange rate prevailing on the date of the taxable
event (Le, exercize of your PAR or disposal of the
underlying shares).

GRANT
if you are R/CR for tax purposes (broadly this ineans
that you have spent 183 days in the UK in the current
tax year andd on average S0 days per year in the UK
over the last four years, you have demonstrated an
intention to stay in the UK permanently (by buying a
house for exampie) or your intention was to stay in the
UK for in excess of 3 years when you arrived) the grant
af the PAR to you will not be taxable.

PAR EXERCISABLE
You will not be taxed on vour PARs when they first
become exaraisable.

The exercise of your PARs will, however, be subject to
incomae tax and social taxes.

The amount subject to income tax and social toxes will
be the UK fair market value, as determined by UK tax
rules, of the shares you acquire less the amount you
pay to acquire the shares i.e. the AUD$T you pay to
exercise the PAR plus the AUDSES thal vou pay o the
frustee 1o acquire the shares.

Your UK employing company 15 ohliged o withhold
income tax and sosial texes from you at a rate
detenmined by your UK tax code. As a consequéence,
prior to shares bemg transferred to vou, you will be
reguired to reimburse your emplover for the amount
of income 1ax that is reguired to be withheld from you,
If you o not do 30, IAG may withhold some of your
shares from you:

i vou die nat reimburse your employing company within
90 days of the datie of exercise the amount of tax that
you ¢o nel reimburse mav be considered as a furthey
taxable benefit provided 10 you and will, itsetf, be
subject to income tax and social taxes.

If the PARs lapse without being exercised and you do
not receive any value in consideration {a compensation

‘ paymient, for example} then you should not be subject

to {ax on the PAR,

Degending on vour personal cirgumstance s yau inay
have to declare the exercise of PARS on your UK Self
Assessment income tax return,




SALE OF SHARES

If vou were R/OR at the Hime of axercise of your PARS
angd were R/0R at the date of disposal of the shares
vou acauired. the excess of the sale proceeds over the
UK “base cast” of the shares may be subject 1o UK
capilat gaing 1ax,

The UK base cost of the shares you acquire will
include any amount paid 1o acquire the shares plus
any amounts previously charged to income tax, but
compiex rules establish which shares are deomed to
have haen sold, sew below.

The amount of CGT you pay on the capital gain will
depend on a number of factors:

asvailability of your annual exemption {£8.800 for
200672007

< Aapeér relie! accrued:

- any capital 1osses available far offset:

the amount of your other income and whether you
are a higher or basic rate taxpayer.

The principa! relief from capital gains 1ax 1s taper
relief which may reduce the amount of gain in charge
by up 10 75% (giving an effective tax rate of 10% for
Figher rate taxpayers) if the shares are considered as
blsiness assets and you heid them for twe or more
years between the date of acquisition and the date of
dispesal. Provided you are an emplovee of the group
at the time of disposal and have heen throughout the
holding period, then business asset taper relief should

pply. i this is not the case, & different rate of ralief
waoitd be applicable.

If vou have acquired shares on more than ong date
(i.e, viz another 1AG shire based plan or a prior
exureise of PARS o1 via private purghase on the open
marketl there are complicated matching rules in the
UK which determime the shaies vou arg deemed

10 have sold tor UK tax paiposes and which share
values will be eniered into your UK camital gams iax
caleulation, You cannot choose winchy shares you are
considered {0 have sold, If these rules are likely 1o
apply to you, you shouid take professional advice pror
to maning any disposals,

In broad teems, you are deemed first to have sold any
shares acauired on the same day 3s your disposal.
followed by shares acquired in the 30 days after the
date of disposal, followed by shares acquived before
the date of disposal o a last in, first aut hasis for
shares acguired after § Aoril 1998,

Your empioyer will not withlold any capital gains

tax which you may have 1o pay and it is your own
responsibility to declare it to the UK tax authorities
and pay any tax due via your Self Assessment tax
retum. You are required to make sure it 1s filed by 30
January following the end of the tax year it refates to.
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IMPORTANT DATES

TUESDAY 27 FEBRUARY 2007 ' .

Oﬂ‘er Opens ' ‘_' ~ An invitation e-mail will be sent (o confiom the Deferred Avard Rights (DaRs)
: ) offer is open.

e

: { You may appiy for DARs by compieting the anline Apptication Form on the 1AG 4
, + Employee Share Plan Centre website at: .
» http://www.computershare.com/employee/au/iag/Iti

Offer CIoses o You must complete your onhne Appilcatlon Form by Spm today

t Anv pauer Applmataon Forms musi aiso be received by Som today
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and TAG perfovmwnce

Deferred Award Rights (DARS) recognise your outstanding contribution and importance to the future
success of IAG, DARs create a direct link between your remuneration and the returns we deliver to

our sharaholders.

The value of your DARs when they become exercisabie will be determined by IAG's share price
performance. it is therefore important to understand what drives 1AG’s share price and how the market,
and analysts in particular, value our company. This, in turn. will enhance your understanding of how you
can contribute to maximising return to our shareholders,

wﬁa,tompamt%w value afIAq sthares?

There are three main factors that analysis take
into account in valuing the shares of a company.
These aren

1. The financial performance of the company;

2. Broader parformance Issues; and

3. External factors (such as marke! conditions),

These factors are described in the
following tables.

The mai aspests of financiat perfomance that are

consicered by the: invoestment commurity i valuing
IAG shares are based on profitability -~ both past
and future — and the expected future Income stream
of dividends.

Othar aspects of inannial perfonmance that analysts
consider includea: ’
Cash flows generatod and expectord 10 be poneraicd
I futre periods by core eparations:

A price to earnings ratio - this is usually
calculated as a mulige of the nsurance profit:

Valatility of earnings;

Valuation of other asscts, in 1AGs case, (his
inchides s underariting Dusinesses and the
capitsl backing the business; and

A Hsh tacior - how much more risky do investors
considet invesung in IAG vessus invostng in an
Australian government bond. The grester the
relative fisk, the greater the eturn an invastor wiil
ademanid.

Qualitative foctors considerad in determining the
value of [1AG shares inciude:

The performange of 1AG relative 1o ather insurets
and Australian lisied companies:

Cur ack record of delivering on promises and a
cloar strategy on how we wilf continue o daliver:

Stability andd Integrity ol the Board and
management, and consistency of the views taken
by the company on various issues; and

Dividend policy — & reguiac income SUCAM i3
fraportant for many investors.

Esternal factors that influence an insurer’s value
include: ’

Anility to maintain and grow margins and volumes
i cortam narke! conditions:

Investiment market conditons {as insurers have
high tevels of investinents):

Perceved impact of economic cvcles or exchangs
rites; andd

Pergived impact of reguliatory changes.

As a particlpant in the Plan, you will have access
to information on a regular basils concerning
IAG's share price. The current trading price of
tAG shares is available on ‘InsidelAG’.



howw to apply for deforved
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If you are eligibie 1o apply for Deferred Award Rights (DARs), you will recewve an e-mail confinming the
number of DARs that vou may apply for and information on how {o complete the onling application.

In general, you should apply for DARs by compieting the online Application Form on the website at:
http:/ /www.computershare.com/employee/au/iag/Itl

The website is administered by Computershare You must complete and submit your application
Plan Managers and containg sl Plan and for Deferred Award Rights by Spm AEDT on
Offer documents. 7 March 2007.

Completing the Online Application

STEP 1: ACCESS THE COMPUTERSHARE WEBSITE i

Clicl, on the wobsite inh: www.computershare.com/employee/au/fag/Iti it vou are viewing this document
elecironic

Alterive

yDe the website address directly inlo the address line of your intemel browser.

j
STEP 2: LOGIN AND COMPLETE THE ONLINE APPLICATION f
You will be led through a number of steps 10 epply for DARS, Completing these steps should tehe approdmately 5
minuies. foiow the on-screen instructions o legin 1o the Offer and the online application and enter or confinm the
requirced infermation.
1. Ta legin vou will need the folowing informatiorn:
- Your payroll nuinker
Your Compiter shale website password. which was included in vour nvitalion & ma | sent 1o you by
Computershare,

Ty TAG W08 S pATTL TN i at JAG £
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Yeur tax file number (optienat)”

X
2. Canfign: the details displayed on the confrmation screen are correct anvl sulinit,

STEP 3: APPLICATION CONFIRMATION i

Onee vou eomplete and submaut the online application, you will be rovided with a confirmuation number and an
o-mail will e sent o vour neininated e-mail address, to confirm you application has tesn campleted.

Paper Aﬁa&'caﬁm Forims

If you cannot complete an onling application, and require a paper Application Form and Offer
documents, please contact Jacqui Connellan or Hanna Meyer from Remuneration and Benefits, Contact
details are provided on page 11,

Cuvvent IAG Shavetolders and PAR Plan Par ticipants

if you are an existing IAG shareholder, PAR Plan participant or other IAG Employes Share Plan participant,
and your HR oayrolt number, and full name matches the Computershare records for these holdings. we
have linked your online application with these existing holdings.

This means your onling application will disptay the TFN status held by Computershare.

Should you change any of these existing details as part of your online application, your Computershare
records for these holdings wili be updated automatically.
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Your invitation to apply for DARS zecompanies this booklet.

H you wish to accept the invitation. compiete the online application for
DARs on the website at

" http:/ /www.computershare.com/employee/au/iag/Iti by the due date
{7 March 2007). If you cannot apply on the website you can request a
papear Application Formn.

Yau will be granted Deferned Award Rights upon acceptance of your
appiication by the Truslee (Commencement Date), ’

Al of your DARs will become exercisable on the garlier of:
3 years from the Comimencement Datse,

DARs -+ if your emplayment ceases within 3 vears of the Commencament Date for
EXCERCISABLE reasons including redundancy, Retitement. Total and Penmanent Disability.
Death or by approval of the Beard, the date your amployment ceases,

whan the Trustee notthas you that an Event has occurred.

Once DARS have become exercisable, you can generally exercise them at any
tine before the tenth anniversary of the Commencement Dale, unless they
lapse earlier (eg. i you cease employment with the Group).

Refer to the 12ble on pago 7 far mote information.

DARs are not generally exercisable if you cease emplovment with the
Group within 3 years from the Commencement date.
{Refer 1o the tahle on page 7 for more information)

LAPSE/CEASE Where DARs are exercisable, DARs may be exerclsed for 90 days after
EMPLOYMENT you cease 10 be an Employee.

Any DARs that you have not exercised will lapse at the end of ten years
from the date they were granted or 90 days afler you cease to be
an Employee.

[
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WHAT IS A DEFERRED AWARD RIGHT (DAR) ?
A DAR is a nght to acqguire one ordinary share in
|AG from the Trustee of the Plan. A DAR may be
exvergised in order to receive one share if the right
has hecome axercisabie and has not lapsed.

Until you exercige your rights and acquire shares,
a DAR will not give you a legal or beneficial
interest in any 1AG shares and you will not be able
to participate In dividends or other shareholder
bengfits (including voting).

WHAT IS THE DEFERRED AWARD RIGHTS PLAN?

The Plan is ars employee share rights pian
designed Lo link your remuneration to the retums
delivered to IAG shareholders.

The Plan is governed by the Deferred Award Rights
Terms andd the 1AG Share and Porformance Award
Rights Plans Trust Deed.

WHO CAN PARTICIPATE IN THE PLAN?

Executives, senior managers and other key
employees are homimated by direct reports 1o

the Chief Executive Officer of 1AG, and approved
by the Chief Executive Officer of IAG, to participate
in the Plan.

Participants have been selected in light of their
contribution to the Group and importance to
the Group's future success. The Namination,
Remunaration & Sustainability Committee
agproves the participation of each individual in
the Plan.

WHAT ARE THE OBJECTIVES OF THE PLAN?

The Plan is a key component of our executive
remuneration strategy. The Plan allows vou to
acquire shares in AG after a qualifying service
petiod has heen satisfied. The Pian recognises
your contribution to the Group and will allow you (o
share in wealth you help the Group create.

DO | HAVE TO PAY ANYTHING TO PARTICIPATE IN THE PLAN?
You are not required to pay anything to acquiie
DARs under the Pian, Should your DARs become
exercisable, you will have the opportunily 10 acquire
shares in 1AG from the Trustee by paying a rominal
gxercise price (AUD$1) in total for ali the DARs
which are exercised at any one time. A share
registry administration fee is payable by vou to
Computershare for each transier. As a guide, the
fee is presently AUDSEGE inclusive of GST. This fee
is reviewed from time to time and will be payvabie
directly to Computershare.

HOW DO | PARTICIPATE IN THE PLAN?

If you wish to accept your invitation to participate -
in the Plan and be granted DARs. you wili need

to complete the anline application on the
Computershare website at:
www.computershare.com/employee/au/lag/kl,
or complete a paper Application Form # you cannot
access the wobsite,

Ontine applications must he submitted by 5pm
AEDT on 7 March 2007, Paper Application Fonns
must also he received by this ime.

WHEN WILL ) RECEIVE MY DEFERRED AWARD RIGHTS?

It 15 expected that DARs will he aliocated 1o you on
the 13 March 2007, You will receive a statement
from Computershare confiming your aftacat:on,
shortly after that time.



pen'od and DARs become exercisable

WHEN WILL MY DARS BECOME EXERCISABLE?

All your DARs will become exercisable 3 years
from the Commencement Date subject to you
continuing as an emplovee of the Group.

For example, d you remain an employes of the
Group and the Commencement Date for your
allocation of DARs is 13 March 2007, your DARs
will become exercisable on 13 March 2010,

IN WHAT OTHER CIRCUMSTANCES CAN MY DARS

BECOME EXERCISABLE?

DARs may becmine exercisadle if you cease 10 he
an employee of the Group within 3 yesrs of the
Commencement Date in special circumsiances,
including redundancy. Retirement, Total and
Permanenit Disablement. death ur by approval of
the Board. Please refer o the table on page 7 Tor
rmare information,

DARs imay also become exercisable if you are
notified that an Event specified in the DAR Terms
has ocnurred. Events can include a tahkeover offer
for 1AG. For more mformation refer to clause 2. ).
of the Deferred Award Rights Terms.

WHAT HAPPENS IF } CEASE EMPLGYMENT WITH JAG?

The cessation of your employment with the
Group will impact your DARS.

What happens will depend upon whether your
[JARs have hecome axercisable prior to you
ceasing employment and the reasons why you
cease employment, Please refer to page 7 for
more information,

(1]
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HOW DO | CONVERT MY DEFERRED AWARD RIGHTS INTO
IAG SHARES?

Shares in 1AG will be transferred o you from
the Trustes of the Plan when you exercise your
DARs {the Trustee will nolify you when they are
exercisabiel.

You may exercise some or ali of your DARs which
have become exercisable hy:

1. Lodging a notize of exercise of DARs (in
multiples of 100) with the Trustee: and

2. Paying the oxercise price, which is AUD$1 in
total for all the DARS which are exercised at
any one time; and

3. Paying an administration fee for each transfer
of shares from the Trustee to vou. AL present,
the current fee is AUD$66 (inclusive of GST)
and wilt be pavable to Computershare. Fees
may be subject to change.

HOW MANY 1AG SHARES WILL | RECEIVE?
Generatly, you will receive ong share for each DAR
exeicised.

Where 1AG undertakes any DONLS issugs o
capital reconsiructions (eg. share splits or
consolidations), the number of shares to which
yout will be entitled when you exXercisa your

DARs will be adjusted in accordance with ASX
requirements (further details are provided i the
Deferved Award Right Terms).

CAN 1 ASSIGN OR TRANSFER THE DEFERRED AWARD
RIGHTS | RECEIVE TO ANOTHER INDIVIDUAL?

No. However, you will be able to transfer or sell
the shares you receive upon exercise of your
DARs. subject w0 complying, with laws relating to -
insider rading and JAG Continuous Disclosure and
Insider Trading Policy.

WHEN {5 THE LAST TIME | CAN EXERCISE MY DARS?

Once your DARs have become exercisable, you
must exercise them after

- 10 yvears from the Commencement Date
(for continuing employeeas), of

a0 days after your empoyment ceases
or your DARS wili lapsa.

Please refer to the table on page 7 for
more information.



howz%ep{omwvrkf lapse/cease

IF | CONTINUE TO BE AN EMPLOYEE OF IAG, WHEN WILL MY
DEFERRED AWARD RIGHTS LAPSE?

If you continue w be an Employee of the Group.
any unexercised DARs will lapse 10 years from
the Commencament Date. Different arrangements
apply if you cease employment,

employment

WHAT HAPPENS IF | LEAVE IAG?

The cessation of your employment with the Group
will Impact your DARs.

what happens will generally depend upon:

whether your DARs have become exercisable
prior to you ceasing employment; and

- the reasons why you cease employmei.

This is explained in the following table:

revnation T sewr Vi
{ LB BCCI}}.JU

WHAT ARE SPECIAL CIRCUMSTANCES?

Special circumstances include Retirement,
redundency, death, Totet and Permaneant
Disablement or with the approval of the Board.

L SLALaL RS WIETE you &
L0 ATy Lue 1D 0
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3 COMMENCEMEN FOATES ’ NCOMMENCEMENTIDATESIEN N
You may exercise DARs until
' the earher of.
TVER '-53 -ation o 90 days from the date you
Sl e ;'”‘f‘h C CUTPGY cease to be an Employee, and
e ' w{} " :ﬁ bdr inan 1: " 1 DARs iapse on the date you
L cease 1 be an Employee. 10 years from the
ERIALC 0 SIECeS Commencement Date.
Saseab o beto s, )
: Any unexercised DARs lapse
| N 90 days after the dale you
| cease 10 be an Employes.
X i DARs hecorne exercisable on the dale you cease to he an
) R = 5
Ros gnation or Eﬁ: reination of Employee.
empiovrent with 3 compary You may exercise DARs within 90 days of the date vou cease to
i the QIUJQ i epecial . - he an Employee {Hut not later than 10 vears from the
cHEmstdnees Hese *sheﬁ Commencement Data).
Tl ' . ;
o « Unexercised DARs lapse 90 days after the date vou cease to be
. 1 an Employee.
ngc All DARs lapse on the date you cease to he an Employee. whether

exercisable Or not

Note: Participation in the Plan does not provide

a guarantee of continued employment with the
Group and does not affect any right that the Group
may have lo terminate your employment.

% G Wgsr 2lgyed Uy a compary in the 1AG Group, Tres excludes change s 1o sl A6 @nplovieg
Al restructing, of [0 ke up 1 pasitits with arctier WG company,






deﬁm your tax

TAXATION OF YOUR DEFERRED AWARD RIGHTS

You will automatically defer the payment of your
tax unless you elect t¢ be taxed upfront. Where
you defer, you will be taxed at the Assessment
Time, heing the eariier of:

« the termination of your employment?; or
when you exercise your DARs,

i your Assessment Time is the time of the
cessation of your employment, you will generally
be taxed on the “market value” of vour DARs at
the time of tenmination as calculated under the
formulae in the tex ruies,

If your Assessment Time is the tine when

you exercise your DARs, you will generally be
assessed on the market value of the shares
acquired on exercise {as calculated under the tax
rules) minus the exercise price {which is AUD$1
for all DARs which are exercised at one time). If
vouy DARs lapse. you should not be taxed on the
DARs.

TAXATION CONSEQUENCES OF SELLING SHARES-
ACQUIRED AS A RESULT OF EXERCISING YOUR

DEFERRED AWARD RIGHTS

You may also be require¢ to include a capital gain
in your assessable income when yvou dispose of
shares you acgquire as a result of exercising your
DARs. You will not be reguired to include a capital
gain if you dlispose of vour shares under the "30
Day Rule”.

2 tomminate if enrber,

1 Rote. Your qiaptos
[E}] FOJr ENPISYE

el with & Group Company onatnst o

Capttal Gain

You may be required to include a capilal gain in
calculating your assessable income.

The capital gain will generally equal the excess of
the proceeds from the sale of the share over the
“cost base” of the share. I the sale proceeds are
less than the cost base, you will generaily make

& capital loss. which can then be offset against
capital gains you make in the same year or future
years. The cosl base of your shares should equal
the tax market value of your DARs

at the Assessment Time plus the nominal
exercise price.

Your capital gain (after taking into account any
capiial losses) may he recduced by one half if you
seli your shares after 12 months from the date ot
acquisition {*Capital Gains Tax Concession™). The
ATO have expressed the view you may be entitled
to the Capital Galns Tax Concession if at loast
12 months has passed from the time the DARs
were exercised. it is recommended you ohlain
incependent tax advice hefore you dispose of
shares you acquire on exercise of your DARs as {o
whether you are entitled to the Capital Gains Tax
Concession on disposal of your shares.

30 Day Rulo

If yvou dispose of shares you acquire as & result
of exercising your DARS, you may be assessed
under the 30 Day Rule. This 30 Day Rute applies
where vou exercise the DARs and dispose of
your shares within 30 days of the Assessment
Time. The amount included in your assessable
income as 2 result of the 30 Day Rule will equal
the consideration you receive for the shares as
a result of the arm's length transaction less the
nominal exercise price.

i if o errploye 183 canged 16 bo 8 Group Company, yous employien with vout employer @l 166 ema you raCcive your Righis caasds,
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paying tax a{aﬁfont

1f you choase to be taxed upfront then you need
to make an election under section 139E of

the Income Tex Assessment Act 1936 for the
2006/ 2007 year of income. The election must
be made nefore you lodge your return for the
2006,/ 2007 tax year.

An election you make for the 2006/ 2007 tax
year may apply to other shaies and rghts vou
acquire under employee share schemas in
that yeqar. inchuding any shares of rights you
may acquire by virtue of any empioves share
pian of your foimer employer of by virtue of any
other empiovee share plan of the Company.

TAXATIGN OF YOUR DEFERRED AWARD RIGHTS

If you make the elsction, yoll wiil be
assessed on the allocation of your DARs.

You will be taxed on the “full marker value” of
the DARs when they are aliocated 1o you by IAG.
The values are caiculated under the formutae in
the tax rules and will be a significant amount,

If you make an election under section 139E,
neither the tennination of your employment
nor the exarcise of your DARS will be taxable
events for you. Generally, if the DARs lapse
without being sxercised, you shouid not be
taxed on the DAR. i you have previously paid
tax on the DAR. you can seek a refund.

TAXATION CONSEQUENCES OF SELLING SHARES
ACQUIRED AS A RESULT OF EXERCISING YOUR
DEFERRED AWARD RIGHTS

Generally, you may be required 1o includs
a capital gain in your assessabls income
when you dispose of shares vou acquirg
as a resuit of exercising your DARs,

The capital gain will generally equatl the excess of
the proceeds from the sale of the share over the
“cost hase” of the share. if the sale proceeds are
iess than the cost base, you will generally make
a capital toss, which can then be offset against
capiial gaing you make in the same year or future
years, The cost base of your shares should

egual the ax markel value of your DARs af the
date of grant plus the nominal exercise price.

Your capital gain {after taking into ascount any
capital losses) may be reduced by one half if yvou
sell your shares after 12 months from the date

of acguisition ("Capital Gains Tex Concession™).
The ATO have expressed the view you may be
entitied to the Capital Gains Tax Concesslon If
at least 12 months has passed from the thne
the DAR was exercised. It is recommendad you
obiabr independent tax advice belore you dispuse
of your shares you sequire on exercise of your
DARs as to whether you are entitled to the Capital
Gains Tax Concession on disposat of your shares.
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Further information can be found in the following
Deferred Award Rights Plan documents:

Deferred Award Rights Terms; and

» Trust Deed {available from Remuneration &
Benefits on request;.

Plan information and documents sre aveilable on
insidelAG.

}oucmw&wwmw

JACQUI CONNELLAN OR HANNA MEYER
Remuneration Specialists, Remuneration
and Benefits
phone: +61 2 9292 B248
+81 2 9292 B275
e-mail; jacqui.connellan®iag.com.au or
hanna.meyer@iag.com.au

ALEX CHRISTIE

Senior Manager Remuneration & Benefits
emait: alex.christie@iag.com.au
CRAIG HESPE

Head of Group Taxation
emall: Craig.hespe@iag.com.au
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tevims DAR series T

1 ENTITLEMENT

| commmecm O M ERCEMENTIOE
1.1 Subject to term 7, each Deferred Award Right [EXERCISES EXERCISEIPERIOD]

entitles the Holder 1o acquire. credited as

S . . {@) Three years have  The date that is
fully paid, one Share al an exercise price per

passed since the 3 years ailes the

re of:
Share o Commencement Commencemeni Date
§1 Date.
No. f rd Right rei
o. of Deferred Awa .d Rights exercised on {(b) The Holder The Date the Holder
any particutar day : e N\ i ey b o
ceases o be an ceases to be an

1.2 Subject to the Listing Rules, the Trustee Employes in any Empioyee

must transfer Shares on exercise of a of the foliowing

Geferred Award Right in accordance with CICLMSIances:

these terms, {1’ Retrement;
1.3 Shares transferred on the exercise of i) redundancy:

Deferred Award Rights will rank part passu

. - tiHy death:
with all existing Shares from the date of (il death:

transfer and will be entitled in full to those {iv} Total and
dividends which have a record date for Permanent
determining entitlements after the date of Disahiement;
transfer of the Shares. or
1.4 A Holder has no legal or equitable interest v with the
approvat of

in & Share by virtue of acquiring a Deferred

Award Right. The Holder's rights are purely the Board.
personal and contractual.
2. CONDITIONS UNDER WHICH DEFERRED AWARD {ci Both of the The date the Board
RIGHTS BECOME EXERCISABLE following, gives the notice
“conditions are referred 1o in lam
2.1 Uniess a Deferred Award Right lapses in satisfied: 2.4(c)i)

accordance with term 3.3, it becomes an
Exercisabie Right upeon the first occurring
circumstance described in Column 1 of the
table set out below. The date the Exercise
Period commences is the corresponding date
described in Column 2 of the table.

(iy anyofthe
following
occur after the
Board invites
Exenutives, undeir
clause BA of the
Trust Deed. to
make an offer
to the Trusies
for Deferred
Award Rights,
and beforg the
Deferred Award
Rights lapse:




"

(C)

a Takeover Bid

is made to the
holgers of Shares
fother than as

a result of an
atlotment or
ransfey approved
by the Boardh

a statement is
lodged with ASX
to the effect that
& pevson has
voiing power in
not {#ss than
15% of the total
number of votes
attaching ©
voting shares in
IAG {olher than
as 4 resutt of

an allotment or
transfer approved
by the Board;;

pursuant o an
application made
to the Court, the
Court grders a
meeting 10 be
held m refation
10 a propused
COMPromise or
arrangement for
the purpose of or
in connection with
a scheme for the
reconstruction

of 1AG or its
amaigamation
with any other
companies:

{E})

{if)

2.2

3.1

3.2

(D) IAG passes

a resolution
for voluntary
winding up; or

an arder is
imade for the
compulsory
winding up of
iAG: and

the Board
determines that
the Deferred
Award Right is
exercisable due
to the occurrence
of any event
desgribed In
paragrabh (i} and,
under this term,
gives a nolice

io the Trustee
that the Deferred
Award Rigiht is

an Exercisable
Right and that the
Exercise Pericd .
has commenced.

The Trustee must give notice to the Holder
that the Deferred Award Right has become
an Exercisable Right within 28 days of the
date the Deferred Award Right becoming an
Exercisable Right.

EXERCISE PERIOD AND LAPSE OF DEFERRED AWARD
RIGHTS

A Deferred Award Right which is an
Exercisable Right may be exercised hy a
Holder al any time during the Exercise Period
for that Deferred Award Right. The Deferred
Award Right lapses at the end of its Exercise
Period as determined in accordance with
term 3.2 and cannot be exercised after that
time,

The Exercise Period for a Deferred Award
Right commences on the relevant date
determined in accordance with term 2.1 and
ends on the eartier 0™



3.3

{aj Ihe date thatis 10 years after the
Cammencement Date;

{h) ifthe Holder ceases to he an Employee
{other than due to serious misconduct).
the date which is 90 days afler the date
on which the Holder ceases t0 be an
Employee; of

{c) the date (if any} the Deferred Award
Right lapses in accordance with
term 3.3,

Iif a circumstance described in Column 3 of
the table set out below applies 1o the Holder
of a Deferred Award Right, the Deferred
Award Right lapses on the date specified

in Column 2 of the table. A Deferred Award
Right cannot become exercisable after

it lapses.

ABGVRE b

&}

fiit}

The daie the Holder
ceases to be an
Employece

The Holder
ceases to be
an Employee:

other thanin a
cocumstance
dgescribed in term
2.3 and the
Deferred Award
Right 15 not an
Exercisable Right
at cessation,; or

due to serigus
misconduct
regarciess of
whether the
Deferred Award
Right is an
Exercisable Right
at cesgation.

The daie the Trustee
receives the notice

The Holder
requests by
notice 1o the
Trustee under
term & that the
Deferred Award
Right lapses.

4.1

4.2

i

_*-3
I

METHOD OF EXERCISE OF DEFERRED AWARD RIGHTS

A Deferred Award Right is exercised by

the Holder lodging a notice of excrcise of
Deferred Award Right, iogether with the
exercise price and appilicable transfer fee for
each Share to be transferred on exercise.
with the Trustee or such other person as the
Board designates,

Deferred Award Rights must be exerciset
in multiples of 100, unless the Holder
exercises all Deferred Awarg Rights able 10
he exercise¢ at that time. The exercise of
some Deferred Award Rights only does not
affect the Holder's right to exercise other
Deferred Award Rights at a later time.

NO TRANSFERS

Deferred Award Rights tnay not be
ransfarred,

QUOTATION OF DEFERRED AWARD RIGHTS
AND SHARES

Deferred Award Rights will ngl be quoted

on ASX. If the Shares to be transferred

on exercise of Deferred Award Rights are

not already listed for official quotation and
Shares of IAG are listed at that time, 1AG wiit
make appiication to ASX for official quotation
of Shares transferred on the exercise

of Deterred Award Righis as soon as
practicable afier the Shares are transferred.

PARTICIPATION IN FUTURE ISSUES

Participation generally

A Holder may only participate in new issues
of securities to hotders of Shares if the
Deferred Award Right has been exercised,
it that is permitled by s lerms, and the
Shares in respect of the Deferred Awsrg
Right have been transferred before the
record date for determining entitlements to
the issue.



7.2

(i

(i

7.3

Bonus issuas

H JAG makes a honus issue of shares

or other securiiies pro rata to holders of
Shares (oiher than an issue in lieu of or

in satisfaction of dividends or iy way of
dividend reinvestment) and no Shares have
been transferred in respect of a Deferred
Award Right before the record date for
determining entitiements 1o the bonus issue
then the rights attaching 1o that Deferred
Award Righi will be altered as follows:

the number of Shares which the Holder is

entitled to have transierred on exarcise of
the Deferred Award Right (8] is determined
by the formuta:

S=N+{NxR}
where:

N = The number of Shares per Deferred
Award Right which the Holder is
entitled to have transferred on the
record gate to determineg entitiements
1o the bonils issue.

R = The number of Shares (inciuding
fractions) offered under the bonus issue
for each Share held.

the exercise price per Share of a Deferred
Award Right will not be changed.

Share Rights issues

if 1AG makes an offer of ordinary shares
pro rata to akl or substantially all holders of
Shares (whether or not an issue in lieu of
ot in satisfaction of dividends or by way of
dividend reinvestment) for a subscription
price which is lgss than the marlet price and
ne Shares have been transferred in respect
of a Deferred Award Right before the record
date for determining entitlements to the
issue then the exercise price per Deferred
Award Right will not be changed.

The number of Shares which the Holder is
entitied to have transferred on exercise of
the Deferred Award Right witi not change.

~!

Aggregation

lf Deferred Award Rights are exercised
swnultanaously then the Holder may
aggregate the number of shares or [ractions
of shares or olher securities 10 which

the Holder is entitied to have transferred
under those Deferred Award Rights.
Fractlons in the aggregate number only will
be disregarded in determining the total
entitlement 1o have transferred,

Reconstruction

7.5 In the event of any reconstruction of the

issued ordinary capital of IAG the number

of shares attaching to each Deferred

Award Right will be reconstructed in the
manner specified below. If the manner is
not specified then the Board will determineg
the reconstruction. in any event the
reconstruction witt not result in any additional
henefits being conferred on Holders which
are not conferred on shareholders of 1AG
(subject to the same provisions with respect
to rounding of entitlements as sanctioned
by the meeting of shareholders approving
the reconstruction of capital) and in all
other respects the terms for the exercise

of Deferred Award Rights will remain
unchanged.

In the event of any censolidation or
sub-division of shares or reduction

or cancellation of capital then the
reconstruction will he determined by the
following formulae:

[841



{ay Consolldation; and

(by Subdivision;

B
S=Cx>-;
A
{c) Reduction of capital by return of share
ital:
capita 9.9
S=C
(d) Reduction of capital by cancellation of
ordinary shares that is either fost or not
represented hy availabie assets:
S=C;
(&) Pro rata canceliation of fully paid
grdinary shares {not within {¢) or {d)): 10
B
S=Cx %:
A
where:
A = The total number of Shares on issue before
the capital reconstruction;
B = The total number of Shares on issue after
11

the capital reconstruction;

C = The number of Shares which the Hoider
is entitied to have transferred on exercise
of a Deferred Award Right before the
reconstruction;

S = The rnumber of Shares which the Holder

is entitled to have transferred on exercise

of a Defarred Award Right after the

reconstructon.
The exercise price per Deferred Award Right wili 12
not be changed.

income tax or employment taxes under any
wage withholding or other arrangements or
for any other tax, levy or charge ot a similar
nature (*Tax"}, then the Employer Company
is entitled to be reimoursed by the Holder for
the amounts paid 10 the tax authority.

Where term 2.1 applies. the Trustes is not
obliged to transfer Shares 1o the Holder on
exercise of the Holder's Deferred Award Right
unless 1AG is salisfied that arrangements
have been made for relmbursement. The
arrangements that IAG may make include,
without limitation, the sale of Shares
acguired on exercise of the Holder's Deferred
Award Right.

ADVICE

1AG must give nolice to each Holder of any
adjustment 1o the number of Shares which
the Holder is entitled to have transferred on
exercise of a Deferred Award Right or the
exercise price per share in accordance with
the requirements, if any. of the Listing Rules.

NOTICES

Notices may be given hy [AG to the Holder
in the manner prescribed by the constitution
of IAG for the giving of hotices to members
of IAG and the relevant provisions of the
canstitution apply with all necessary
maodification 1o notices to Holders. In
addition, where the Board considers it
appropriate, electronic notices may be given
by IAG 10 a Holder.

INTERPRETATION

12.1In these tenns words and expressions

8 LAPSE

A Holder may request by notice 1o the
Trustee that some or all of the Deferred
Award Rights held by that Holder iapse.

9 LIABILITY FOR TAX

9.1 fIAG, or any company in the Group which is
the employer or former employer of & Holder
{"Employer Company ™}, is obliged as a result
of a Holder exercising a Deferred Award
Right to account to any tax authority for

which have a particular meaning under the
Trust Deed have the sams meaning and, in
particular:

ASX means Australien Securities Exchange
Limitedt,

Base Date means the date determined by
the Board for the guiposes of these ternms.



Board micans the board of directors of 1AG.

Commencement Date means the date on
which the Deferred Award Rights are issued
10 ihe Holder in accorcdance wilh clause
BA.G of the Trust Deed or such earlier date
determined by the Board.

Corporations Act means the Corporations
Act 2001 (Cth).

Employee means a person who is a full time
or parttime employee of any body corporate
within the Group.

Exercisable Rlght means a Deferred Award
Right that is exercisable in accordance with
these terms and has not lapsed.

Exercise Pariod for a Deferred Award Right
{s the period commencing on the date
determined in accordance with term 2.1 and
ending on the date determined in accordance
with term 3.2,

Group means |AG and each body corporate
that is, from time (o time, a subsidiary

of 1AG under Division 6 of Part 1.2 of the
Corporations Act 2001 (Cthy.

Holder means the holder of a Deferred
Award Right.

1AG means Insurance Australia Group
Limited {ABN 60 030 739923)

Listing Rules means the Listing Rules of
ASX,

Retlrement in relation to a Holder means
retirement by the Holder from employment of
any Dody corporate In the Group at age 55 or
over.

Share means a fully paid ordinary share
in [AG.

Takeover Bid has the meaning given in
section 9 of the Corporations Act 2001 (Cth)
and, for the purposes of these terms, is
deamed to he made when a takeover bid Is
publicly praposed for the purposes of section

631 of the Corporations Act.

Tota! and Permanent Disablement means
that the Holder has. in the opinion of the
Board, sfter considering such medical

and other evidence as it sees fit, become
incapacitated to such an extent as to render
the Holder unlikely ever 1o engage in any
occupation for which he or she is reasonably
qualified by education, training or experience.

Trust Deed means the trust deed dated 12
February 2001 between Insurance Australia
Group Limited ABN 60 090 739 923 and
JAG Share Plan Nominee Py Limited ABN
52 095 125 152, as may be amended from
ime 1o time,

Trustee means the tiustee of the trust
estahiished by the Trust Deed, currently 1AG
Share Pian Nominee Pty Limited.

12.2n these terms unless the contrary intention

appears:

(a1 the singuiar includes the plural and vice
. versa;

(b} reference to a rule, a statute or
other faw includes regulations and
other instruments under # and
consolidations, amendments, re-
enactments or replacements of any of
them; and

(¢} areference (0 & person includes
a reference to the person’s legal
personal representatives, executors,
administrators and successors, a firm
or a body corporate.

12.3 Headings are inseried {or convenience and

do not affect the interpretation of these
erms.

12.4 if pperation of these terms or any

interpretative provision causes a result

that the Board determines is anomalous or
ingppropriate in the context of the purpose
of the grant of the Deferred Awarc Rights,
the Board has power Lo alter the operation
or interpretation so &8s to remedy thet result,
The Board may do so in respect of ceriain
Deferred Award Rights or Deterred Award
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SECTION 1

defwed award V'g/uts
and 1AG Mfamwmce

Deferred Awarg Rights (DARs) recognise your outstanding contribution and importance to the future
success of IAG. DARs create a direct link between your remuneration and the returns we deliver to our

shareholders.

The value of your DARs when they become exercisable will be determined by iAG’s share price
performance. It is therefore important to understand what drives 1AG's share price and how the market,
and analysts in particular, value our company. This. in tum. will enhance your understanding of how you
can contribute to maximising return to¢ ouwr shargholders.

what impacts the value #IAQ shares?

There are three main factors that analysts take
into account in valuing the shares of a company.
These are:

1. The financial performance of the company;

2. Broader performance issues; and

3. Exiernal factors {such as market conditions).

These factors are described in the
following tables.

The main aspecis of financial perfonmancs that ae

considered py the investment communiy i valuing
IAG shares are cased en profitability - both past
and future - and the expected tutiure Income stizam
of dividends.

Other azpects of tinancial performance that analysts
consder Incluge: :

Cash flows generated ond expected to be goneratad
in futtirg periods by core operations:

A price to earnings ratio - this is usualiy
calculated as a multipie of the Insurance profit;

Volatifity o7 carnings,;

Vaiuation of other assels. In IAGs gase, this
includes its underwriiing Dusinesses gl ihe
capilal backing the businass; and

A risk tucior — how rmuch more risky 6o invesiors
consiger investing fi 1AG versus investing in an
Augiralian govermment bond. The greater the

etative risk, the geater the return an irvestor will
derrand. :

Quaiitative factors considered in detennining the
valuc of 1AG shaves include:

The performance of 1AG relative 10 other insurers
and Australian fisted companies:

Ous track record ol delivering on promises and a
clear strategy on how wo will continug to detiver:
Stabllity and integrity of the Boaid and
management, and cansistency of the visws taken
ty the company on various issues; and

Bividend policy - o rcguiar incomo sueam is
important for many Investors,

Exiernal factors that iniluence an insurer's value
include; :

; 1o maintain and grow marging and volumes
certain market contitions;

Irvestmant market conditions {as Insurers have
high levels of investmeantsy

Perceived impact of ecanoniic cycles or exchange
rates; and

P

saved impacl of ieguintory changes.

As a particlpant In the Pian. you wlilt have access
to informatlon on a regular basis concerning
1AG's share price. The current trading price of
IAG shares Is available on “InsidetAG’.
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if you ere eligibie to apply for Deferred Award Rights {DARs), you will receive an e-mail confirming the
number of DARs that you may apply for and information on how to complete the oniine application.

In general, you should apply for DARs hy compieting the opline Appl cation Form on the websile at:
http:/ /www.computershare.com/employee/au/iag/Hi

The website s administerad by Computershare You must complete and submlt your application
Plan Manaders and containsg all Plan and for Deferred Award Rights by Spm GMY on
Offer documents, 6 March 2007.
Cowrp(eﬁ'@ the Ondine A/a?a'cation

STEP 1: ACCESS THE COMPUTERSHARE WEBSITE |

Ciick on the websie link. www.compuiershare.com/employee/au/lag/Itl if vou e viewing this document

slectronic:

o the address lne of vour inlerned browser.

Aliermatively, tyDe

o
b

You wil be led through a nur
w the on-seree

s 10 apply for DARS, (')on‘xp’c"‘irs: these stens should take approxinately
in 1o the Offer and the online apglication and enter of conli

1. o fogin vou will need the foliowing inforniation:

ol nunber

vour Conpuiershare website nasswerd, which was included in your in o & migit sent to you by
Camputershare,
- Your tax e nunber {oplionaly” ‘

2. Confirmy the detals displayad on the cenlinngtion screen ara correct and subimit.

STEP 3: APPLICATION CONFIRMATION |

@ confrmation puinke aad an
PW ,Wam Fovms

somplete
i you cannot complete an online application. and require a paper Application Form and Qffer
documents, please contact Jacqui Connelian or Hanna Mever {7 om Remuyneration and Benefits, Contact
deiails are provided on page 11.

Cunvent IAG Shavetolders and PAR Plan Participants

If you are an existing 1AG shareholder, PAR Plan pariicipant of other IAG Employves Share Pian participant.
and your HR pavroll number, and full name matches the Camnputershare recards for these holdings. we
have linked your online application with these existing holGings.

o

splication b

This means your online application will display the TFN status held by Computershare.

Should vou change any of these existing details as parl of your online appiication, your Computershare
records for these holdings will be updated automaticaily.
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DARs
EXCERCISABLE

8-

EXERCISE

G-

LAPSE/CEASE

EMPLOYMENT

Your invitation to apoly for DARs accompanies this hooklet.

I vou wish 1o accept the invitation, complets the ontine application for
DARs on the website &t
http://www.computershare.com/employee/au/iag/Iti by the due date
(6 March 2007). if you cannot apply on the website you can request a
paper Application Form,

You will be granted Deferred Award Rights upon acceptance of your
application by the Trustee {Commengement Date).

All of your DARs will became exercisable on the sarlier of:
- 3 years from the Camimencement Date.

If your employment ceases within 3 vears of the Commencement Date for
reasons including redundancy, Retirement. Totad and Perinangnt Disability,
Death or by approval of the Board, the date your employment ceases,

+ when the Trustee noufies vou tnat an Event has occurrexd,

Onge DARs have become exercisable. you can generally exercise then at any
thime before the tenth anniversary of the Commencement Date, unless they
lapse eatlier (eg. if you cease employment with the Group).

Refer to the table on pags 7 for maore information.

DARs are not generally exercisable if you cease emplovment with the
Group within 3 years from the Comimencement date.
[Refer to the tabie on page 7 for inare informatiom

Where DARs are exercisable. DARs may be exercised for 80 davs after
you cease 1o be an Employes.

Any DARs that you have not exercised will lapse at the end of ten years
from the date they were granted or 80 days after you cease 1o he
an Employee.

W
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WHAT IS A DEFERRED AWARD RIGHT (DAR) ?
A DAR is a right to acquire one ordinary share in
IAG from the Trustee of the Plan. A DAR mey he
exercised in order Lo veceive one share if the right
has hecome exercisable and has not kpsed.

Until you exercise your rights and acguire shares,
a DAR will not give you a legal or beneficial

interest in any 1AG shares and you will not be able

to participate m dividends or other shareholder
kenefits {including voling).

WHAT 1S THE DEFERRED AWARD RIGHTS PLAN?

The Plan is an employae share rights pian
designed 1o link your remuneration to the retums
delivered to 1AG shareholders,

The Plan is governed by the Deferved Award Rights
Terms anit the 1AG Share and Parformanco Award
Rights Plains Trust Deed,

WHO CAN PARTICIPATE IN THE PLAN?
Executives, senior managers and other key
employees are nominated by dirgct reports 1o

the Chief Executive Officer of 1AG, and approved
by the Chief Execulive Officer of 1AG, to participate
in the Pian,

Participanis have been selected in light of their
contribution to the Group and importance to
the Group's futire success. The Nomination,
Remuneration & Sustainabiity Committee
approves the participation of each individual in
the Plan.

WHAT ARE THE OBIECTIVES OF THE PLAN?
The Plan is 2 key component of our executive
remuneration strategy. The Plan allows you to
acquire shares in 1AG after a qualifving service
pencd has heen satshied. The Plan recognises
your contribution to the Group and will allow you to
share in wealth you hels the Group create,

DO | HAVE TO PAY ANYTHING TO PARTICIPATE IN THE PLAN?
Yol are not required 1o pay anvthing 1o acquire
DARs under the Pian. Should your DARs become
exercisable, your will have the opportunity 1o acguire
shares in JAG from the Trusiee by paying a nominal
exercise price (AUD$1; in tolal for all the DARs
which are exercised at any one time. A share
registry admimistration fee 1s payahle hy you to
Compulershare for each transfer, As a guide, the
feg is presently AUDSES inclusive of GST. This fee
is revigwed from iime te e end wilt he payvable
directly to Computershare,

HOW DO | PARTICIPATE IN THE PLAN?

# you wish to accept your invitation to participate
in the Plan and be granted DARs. you will need

to complete the anline apylication on the
Computershare website at:
www.computershare.com/employee/au/lag/Iti,
or complete a paper Application Form if you cannot
access the website,

Online applications must be submitted by Spm GMT
on 6 March 2007 . Paper Anplication Forms must
also he recelved by this time.

WHEN WILL | RECEIVE MY DEFERRED AWARD RIGHTS?

It 15 expectad that DARs will be allocated te you on
the 13 March 2007. You will receive & statement
fromy Computershare confirming your aliocation,
shortiy after that time.




pem'odmd DARs become exercisable

WHEN WILL MY DARS BECOME EXERCISABLE?

All your DARs will become exercisable 3 years
from the Comimeancement Date subject 1 vou
continuing as an employee of the Group.

For example, If you remain an employee of the
Group and the Commencement Date for vour
aitocation of DARs is 13 March 2007, your DARs
will become exercisable on 13 March 2010,

IN WHAT OTHER CIRCUMSTANCES CAN MY DARS

BECOME EXERCISABLE?

DARs may hecomie exercisable if you cease to be
an employee of the Group within 3 vears of the
Commencement Date in spegial circumsiances,
includmg redundancy. Retivement, Total and
Permanent Disabiement. death or by approval of
the Board, Please refer (0 the table on page 7 for
mare informeltion.

DARs may also becoime exarcisabie it youl are
notified that an Event specified in the DAR Terms
has ocourred. Fvents can Include a takeover offer
for IAG, For mare information refer to clouse 2.1
of the Deterred Award Rights Terms.

WHAT HAPPENS IF | CEASE EMPLOYMENT WITH JIAG?

The cessation of your employment with the
Group will impact your DARs,

What happens will depend upon whether vour
DARs have become exercisable prior 1o you
ceasing employiment and the reasons why you
cease empioyrment. Please refer to page 7 for
moie informalion.




how the plan works - exercise

HOW DO | CONVERT MY DEFERRED AWARD RIGHTS INTO
IAG SHARES?

Shares in IAG will be transferred 16 you feom
the Trustee of the Plan when you exercise your
DARs (the Trustee will notiy you when they are
exercisablel.

You may exercise some or sl of your DARs which

have become exercisahle by

1. Lodiging a notice of excercise of DARs (in
muliipies of LO0) with the Trustee: and

™

Paying the exercise price. which is AUD$1 in
toial for all the DARS which ate exercised atl
any one time, and

3. Paying an administration fee for each transfer

of shares from the Trustee o you. At present,
the current fee is AUDSS6 iinclusive of GST)
and will be payvable 1o Computershare. Fees
may he subject 10 change.

HOW MANY IAG SHARES wiLL | RECEIVE?

Generaily, you wilt receive one share for each DAR
exeicised.

Where 1AG underiakes any bonus issuss of
capital reconstructions (eg. share splits or
consolidations), the number of shares Lo which
you will be eniiled when you exercise your
DARs will be adjusted in accordance with ASX
requirements (hurther details are provided in the
Deferrad Award Right Terms:.

CAN | ASSIGN OR TRANSFER THEE DEFERRED AWARD
RIGHTS | RECEIVE TO ANOTHER INDIVIDUAL?

No. Howsever, you will be abie to transfer or sall
the ghares you receive upon exercise of yvour
DARs, subject to complying with laws relating to
msider trading and IAG Continuous Disclesure and
tnsider Trading Policy.

WHEN 1$ THE LAST TIME | CAN EXERCISE MY DARS?
Once your DARS have becoine oxercisabile, you
must exercise them afler

- 10 years fiomn the Commengement Date
{for continuing empioyees), or

30 days after your employment ceases
or your DARs will lapse.

Please refer 10 the tabie on page 7 for
more information.
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IF | CONTINUE TO BE AN EMPLOYEE OF IAG, WHEN WILL MY
DEFERRED AWARD RIGHTS LAPSE?

If youi contihue to be an Empioyee of the Group,
ary unexercised DARs will fapse 10 years {rom
the Commencement Date. Different arrangements
apply if you cease employment.

employment

WHAT HAPPENS IF | LEAVE IAG?

The cessatlon of your employment with the Group
will impact your DARs.

What happens will generally depend upon:

whether your DARs have become exercisable
prior to you ceasing employment; and

-+ the reasons why you cease employment.

This is explained in the following table:

HEASORIEGRICESSATION[ORSS VESSRLHANISWEARSIFROM] MORE{THANIINEARSIEROM
AEMBLOYMENT] i (COMMENCEMENT]DATES COMMENCEMENTIDATE S

. £
RESENATC of 18narndiun of
Fraotn s Wb X LolBne y
tha-Groog (onhs :r.éa‘i;r

S S NAeS

(jl,}‘s(.'.‘l TR/

' L nployee.
Res:pution o ninafins O Employe

entpioyTie € wil: & cotdpany
fa Ll e . L
Wi the Group” it speold:

1 pirgidnsiamos (dusoried
Heteow; H
i

an Employee.

(T
VTemination fon et 8

Chseandle,”

Lo —

WHAT ARE SPECIAL CIRCUMSTANCES?

Special circumstances inciude Retirement,
redundancy, death, Totel and Permanent
Disablement or with the approval of the Board.

U Nl 05 veling

LN Gy AU 1L AN Inlirna

g g onploved by & compe

sepadt . 00 UG take up o pesition with

You may exercise DARs until
the earlier af

ad days from the date you
cease 10 he an Employee, and

DARs lapse on the date you
cease to be an Empioyee.

10 years from the
Commencement Date.

Any unexercised DARS fapse

S0 days after the date vou
cease 1o he an Employee.

DARs hecome exercisable on the date yvou cease to be an

You may exercise DARs within 90 davs of the date you cease
10 De an Employee (but not later than 190 years from the
Commencement Date).

Unexergised DARs lapse 90 days afier the dale you cease to be

All DARs lapse or the date you cease to be an Employee. whether
exercisabie or not

Note: Participation in the Plan does not provide

a guarantee of continued employment with the
Groun and does not atfect any right that the Group
may have to terminate your employmeni.

v in the IRG Group, Tius excludes changes to vour IAG empicung
arciher 1AG cupiany,






SECTION 5

how to get move mefzm
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p'nfarmm‘ion?
Further information ¢an be found in the following
Deferred Award Rights Pian doguments:

Deferred Award Rights Terms; and

Trust Deed (available from Remuneration &
Benefits on request).

Pian information and documents are available on
insidetAG.

)/oumaéwcmmct

JACQUI CONNELLAN OR HANNA MEYER

Remuneration Specialists, Rermuneration
and Beneflits
phone: +61 2 9292 8248
+61 2 9202 82765
email: jacqui.connellan@iag.com.au or
hanna.meyer@iag.com.au

ALEX CHRISTIE

Senior Manager Remuneration & Benefits
ginail: alex.christie@iag.com.au

CRAIG HESPE

Head of Group Taxation
email: craig.hespe@iag.com.au



SECTION 6

defwed award rr:'g/r,tf

tevims DAR sevies 1

1.1

1.2

13

1.4

2.1

ENTITLEMENT

Subject to term 7, each Deferred Award Right
erititles the Holder to acquire, credited as
fully paid, one Share at an exercise price per
Share of:

$1

CONDITIONSIEOR! T
EXERCISE] .

3

(COMMENCEMENTIOR
EXERCISE{ZERIOD]

No. of Deferred Award Rights exercised on
any particular day

Subject o the Listing Rules, the Trustee
must transfer Shares on exercise of a
Deferred Award Right in accordance with
these terms.

‘Shares transferred on the exercise of

Deferred Award Rights will rank pari passu
with all existing Shares fiom the date of
transfer and will be entitled in ful to those
dividends which have a record date for
determining entitlements after the date of
transfer of the Shares.

A Holder has no legal or eguitable interest
in a Share by virtue of acquiring a Deferred
Awarg Righl. The Holder's rights are purely
personal and contractual,

CONDITIONS UNDER WHICH DEFERRED AWARD
RIGHTS BECOME EXERCISABLE

Unless a Deferred Award Right tapses in
accordance with term 3.3, it becomes an
Exercisable Right upon the first oceurring
circumstance described in Cotumn 1 of the
table set out below. The date the Exercise
Period commences is the corresponding date
described in Column 2 of the table.

ia)

(b}

{c)

{iy

Three years have
passed since the
Commencement
Date.

The Holder
ceases 1o be an
Empioyee in any
of the following
circumstances:

(i} Retirement;
(i) redundancy:
(fil} death;

{ivy Total and
Permanent
Disablement;
r

(vi withthe
approval of
the Board.

Both of the
followlng
conglitions are
satisfied:

any of the
foowing

accur after the
Boarcl invites
Fxecutives, under
clause 8A of the
Trust Deed. to
make an offer
to the Trustee
for Deferred
Award Rights.
and before the
Deferred Awand
Rights lapse:

The date that is
3 years aiter the

Caommencement Date

The Date the Holder

ceases to be an
Employes

Tha date the Board
gives the notice
referred to in term
2.1kl




tA}

B

{C)

a Takeover Bid

is made {o the
holders of Shares
(other than as

a resuft of an
allotment or
transfer approved
by the Board:;

a statement is
lodged with ASX
to the effect that
#a person has
vOting power in
not less than
15% of the total
number of votes
altaching to
volng shares in
IAG {other than
as a result of

an allotment or
transfer approved
hy the Boaidj:

pursuant 1o an
apphcation made
to the Court, the
Court vrdars &
meeting to be
held in relation
10 a proposed
coMmpromise o
arrangement for
the purpose of or
in connection with
a scheme for the
reconstruction

of 1AG or iis
amalgamation
with any other
COMPanies:

2.

L

{in

2

IAG passes

a resolttion
for voluntary
winding up: or

an arder is
madle for the
compulsory
winding up of
1AG: and

the Board
determines that
{he Detferred
Award Right is
exercisable due
{6 the ocourrence
of any event
descrihed in
paragraph () and.
under this term.
gives a notice

to the Trustee
that the Deferred
Award Right i8

an Exercisable
Right ahd that the
Exercise Periocl
has commenced.

the Trustee gives noiice to the Holder that
the Deferred Award Right has become an
Exercisable Right within 28 days of the
dale the Deferred Award Right becoming an
Exercisable Right, irrespective of whether
there is a Regulatory Condition.

EXERCISE PERIOD AND LAPSE OF DEFERRED
AWARD RIGHTS

A Deferred Award Right which is an
Exercisable Right may be exercised by a
Holder at any time during the Exercise Period
for that Deferred Award Right. The Deferred
Award Right lapses at the end of its Exercise
Period as determined in accordance with
term 3.2 and cannot he exarcised after

that time.



3.2 The Exercise Perlod for a Deferred Award

3.3

Right commences on the relevant dete
determined in accordance with term 2.1 and
ends on the earlier of:

(8) the datc that is 10 years afler the
Commencement Date;

{by il the Holder ceases to be an Emplovee
{other than due to serious misconduct),
the date which is 90 days after the date
on which the Holder ceases to he an
Employee; or

{c} the date (if any} the Delerred Award
Right lapses in accordance with
term 3.3,

If a circumstance described in Column 1 of

the table set out below applies to the Holder

of & Deferred Award Right, the Deferred
ward Right lapses on the date specified

in Coiumn 2 of the table. A Deferred Award

Right cannot hecoine exercisable after

it lapses.

Gl RCUMSTANCE|

gm@ﬁm

{a}

{in

The date the Holder
ceases to be an
Emnployee

The Holder
ceases 10 he
an Employee:

other thanin a
Circumstance
described in term
2.3 and the
Deferred Award
Right is not an
Exercisable Right
at cessation; or

due 1o serious
BYHECONGUCT
regardless of
whether the
Deferred Award
Rightis an
Exercisable Right
at cessation.

{in

4

4.1

4.2

The date the Trustee
receives the notice

The Holder
requests by
nouce to the
Tiustee under
term 8 that the
Deferrad Award
Right Iapses,

METHOD OF EXERCISE OF DEFERRED AWARD RIGHTS

A Deferred Award Right is exercised Ly

the Holder lodging a notice of exercise of
Deferred Award Right, together with the
exercise price and applicable transfer fae for
each Share to be vansferred on exercise,
with the Trustee or such other person as the
Board designates.

Deterred Award Rights must be exercised
in multiples of 100, uiiess the Holder
exarcises ali Deferred Award Rights able to
he exercised &t that lime. The exercise of
some Deferred Award Rights only does not
affect the Holder's right to exercise other
Deferred Award Righte at a later time,

NO TRANSFERS

Deferred Award Rights may not be
transferred.

QUOTATION OF DEFERRED AWARD RIGHTS
AND SHARES

Deferred Awsrd Rights will not be guoted

on ASX. If the Shares to be transferred

on exercise of Deferred Award Rights are

not already listed for official guotation and
Shares of IAG are listed at that ume, 1AG will
make application to ASX for official quotaticon
of Shares transferred on the exercise

of Deferred Award Rights as soon as
practicable afier the Shares are transferred.



7.1

7.2

{ii)

PARTICIPATION IN FUTURE ISSUES
Participation generally

A Holder may onhly participate in new issues
of securities (o hotders of Shares if the
Defered Award Right has been exercised.
if that is permitied by its terms. and the
Shares in respect of the Deferred Award
Right have been translerred before the
record date for determining entitlerments to
the issue.

Bonus issues

If 1AG makes a bonus jssue of shares

or other securities pro rata to holders of
Shares {other than an issue in lieu of or

in satisfaction of dividends or by way of
dividend reinvestment] and no Shares have
been transferred in respect of a Deferred
Award Right before the record date for
determining entitlements to the bonus issue
then the rights attaching to that Deferred
Award Right will be altered as follows:

the number of Shares which the Holder is

entitied 1o have transferred on exercise of
the Delerred Award Right (S) is determined
by the formula:

S=N+{NxR}

where:

N = The ihumber of Shares per Deferred
Award Right which the Holder is
entitled 1o have transferred on the
record date 1o determine entittements
to the bonus issue.

R = The number of Shares (including

fractions) offered under the bonus issug
for each Share held.

the exercise price per Share of a Deferred
Award Right will not be changed.

7.3

7.4

Share Rights Issues

If IAG makes an offer of ordinary shares
pro rata to all or substantially all holders of
Shares (whether of nol an issue in lied of
or in satisfaction of dividends or by way of
dividend reinvestment) 1or a subscriplion
price which is less than the inarket price and
no Shares have heen transferred in respect
of a Deferrad Award Right before the record
gate for determining entitlements to the
jssue then the exercise price per Deferred
Award Right will not be changed.

The number of Shares which the Holder is
entitled to have transferred on exercise of
the Deferred Award Right will not change.

Aggrogation

If Deferred Award Rights are exercised
simultanecushy then the Holder may
aggregate the number of shares or fractions
of shares or other securilies to which

the Holder is entitled to have transferred
under those Deferred Award Rights.
Fractions in the aggregiate number only will
be disregarded in determining the total
entitlement to have transferred.

Reconstruction

7.5

In the event of any reconsiruction of the
issued ordinary capital of IAG the number

of shares attaching to gach Deferred

Award Right will he reconstructed in the
manner specified below. If the manner is
not specified then the Board will determine
the reconstruction. In any event the
reconstruction will not result In apy additiona!
Lenefits being conferred on Haoiders which
are not conferred on shareholders ot IAG
(subject to the same provisiohs with respect
to rounding of entittements as sanctioned
by the meeting of shareholders approving
The reconsiruction of capitaly and in all

other respeacts the tenns for the exercise

of Deferred Award Rights will remain
unchanged.



i the event of any consolidation or 9
sub-division of shares or recluction

or cancellstion of capital then the

9.1

reconstruction wilt be determined by the
following formuiae:

£a)

ibj

(c)

fd)

{€)

where:

Consolidation; and

Subdivision:
B
S=Cx -
A
Reduction of capital by return of share

capital:
S=C 9.2

Reduction of capital by cancellation of
ordinary shares that ig either lost or not
represented by available assets:

S=C;

Pro rata cancellation of fully paid
ordinary shares (not within {¢) or {d)}:
B 10

S=CXA':

A = The tatal numher of Shares on issue before
the capital reconstruction;

B = The 1otal number of Shares on issue after

the capital reconstruction;

€ =" The number of Shares which the Holder
is entitled to have transferred on exercise
of a Deferred Award Right hefore the
reconsiruction;

S = The number of Shares which the Hoider
is entitledt to have transferred on exergise
of a Deferred Award Right after the
reconstruction.
The exercise price per Deferred Award Right will
not be changed. 12

8 LAPSE

A Holder may request by notice to the
Trustee that some or aid of the Deferred
Award Righis held by that Hoider iapee.

LIABILITY FOR TAX

if 1AG. or any company in the Group which is
the employer or former empioyver of a Holder
{"Employer Company”), is obliged as a result
of a Holder exercising a Deferred Award
Right 1o account to any tax authority for
income tax or employment taxes under any
wage withholding or ether arrangements or
for any other tax, levy or charge of a simitar
nature (“Tax™), then the Employer Company
is entitled 1o be reimbursed by the Holder for
the amounts paid te the tax authority,

Where term 9.1 applies, the Trustee is not
obliged to transfer Shares 10 the Holder on
gxercise of the Holder's Deferred Awaid Right
uniess IAG is satisfied that arrangements
have been made for reimbursement, The
arrangements that 1AG may make inciude,
without imitation, the sale of Shares
acquired on exercise of the Holder's Deferred
Award Right.

ADVICE

[AG must give notice to each Holder of any
adjustment o the number of Shares which
the Hoider is entitled to have transferred on
exercise of a Deferred Award Right or the
exercise price per share in accordance with
the requirements, If any, of the Listing Ruies.

NGTICES

Notices may be given by IAG to the Holder
in the manner prescribed by the constitution
of 1AG for the giving of notices to members
of 1AG and the relevant provisions of the
constitution apply with all necessary
modification 10 notices to Holders. in
gdditien, where the Board considers it
appropriate, electronic notices may be given
by 1AG to a Holder.

REGULATORY CONDITION

12.1 Notwithstanding anything else in these

terms. hut subject to term 12.2:

{ai a Deferred Awarc Right does not
become an Exercisabie Right:



{h} an Exercisable Right canhot be
exar¢ised: or

{ci Sharcs cannot be transferred to the
Holder,

if there is & Regulatory Condition in
existence at that time in relation to that
action or event,

12.2 The Trustee may. in s absolute discretion,
waive any Regulatory Condition. If the Trustee
does not waive a Regulatory Condition. it
will use reasonable endeavours to deliver
10 the Holder a similar (but not identical}
valug to that which the Holder would have
heen entitied had there been no Regulatory
Condition.

13  INTERPRETATION

13.11n these terms words and expressions
which have a particular meaning under the
Trust Deed have the same meaning and, in
particular:

ASX means Australian Securities Exchange
Limited.

Base Date means the date determined by
the Board for the purposes of these terms.

Board means the board of directors of 1AG.

Commencement Date means the date on
which the Deferred Award Rights are issued
to the Holder in accordance with clause
8A.6 of the Trust Deed or such earlier date
determined hy the Board.

Corporations Act means the Corporations
Act 2001 {Cthy).

Employee means a person who is a full tima
ar part-iime employee of any hody corporate
within the Group.

Exercisable Right means a Deferred Award
Right that is exercisable in accordance with
these terms anc has not lapsed.

Exercise Perlod for a Deferred Award Right
is the period commencing on the date
determined in accordance with term 2.1 and
ending on the date determined in accordance

with term 3.2,

Group means 1AG and each body corporate
that is, from time to time, a subsidiary

of IAG under Division 6 of Part 1.2 of the
Corporations Act 2001 (Cth.

Holder means the holder of a Deferred
Award Right.

IAG means Insurance Australia Group
Limited (ABN 60 090 739923}

Listing Rules meanrs the Listing Rules of
ASX.

Regulatory Conditlon imeans in relation to
any matier regarding the vesting or exercise
of & Deferred Award Right, the Trustee
determings that a law. regulation or official,
party organ or administrative pronouncement
or action, or any judicial decision interpreting
or applying such laws, regulations or
pronouncements is made or in existence
which mcans that:

{a) the vesting or exercise of a Deferred
Award Right is not permitted; or

() requireinents could be imposed in
relation to that vesting or exercise
which the Trusiee or the Group
determing, in their absolute discretion,
t0 be unacceptable; or

(c} requirements cotlid be imposed on the
Holder in relation Lo that vesting of
exarcise which the Trustee or the Group
determing, in their absolute discretion,
have been compiied with 1o their
satisfaction.

Retirement in relation to a Holder means
retirement by the Hoider from employment of
any body corpgrate in the Group at the age
55 or aver, or such age, as detenvingd by the
Board. in accordance with local legislation.

Share means a fully paid o'rdinary share
in lAG. ’

Takeover Bid has the meaning given in
section 9 of the Corporations Act 2001 {Cthi
and, for the purpeses of these terms, s
geemed to he made when a lakeover bid is
publicly proposed for the purposes of section



631 of the Corporations Act.

Total and Permanent Disablement means
that the Hoider has, in the opinion of the
Board. after considering such medical

and other evidence as it sees fit, become
incapacitated 1o such an extent as to render
the Holder uniikely ever to engage in any
occupation for which he or she is reasonably
qualified by education, training or experience,

Trust Deed means the trust deed dated 12
Fehruary 2001 hetwsen Insurance Australia
Group Limited AEN 80 090 739 923 and
IAG Share Plan Nominee Pty Limitec ABN
52 095 125 152. a5 may be amended from
time to time.

Trustee means the trustee of the trust
established by the Trust Deed, currently IAG
Share Plan Nominee Pty Limited.

13.21In these terms unless the contrary intention
appears:

{a) the singular includes the plural and vice
versa;

(b} reference to a rule, a statute or
other law includes regulations and
other instruments under it and
consolidstions, amendments, re-
enactments or replacements of any of
them: and

{c} areference to a person inciudes
a reference to the person’'s legal
personal representatives, executors,
administrators and successors, a firm
or a bady corporate.

13.3 Headings are inserted for convenience and
do not affect the interpretation of these
terms.

13.4 If operation of these terms or any
interpretative provision causes a result
thet the Board determines is ancmalous or
irappropriate in the context of the purpose
of the grant of the Deferred Award Rights,
the Board has power to alter the operation
of interpretation so as to ramedy that result,
The Board may do so in respect of certain
Deferred Award Righis or Deferred Award
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EXPLANATORY BOOKLET - INTERNATIONAL %8 ‘

INTRODUCTION

The followng taxaticn summary assumes that you
are, and remain, a UK resident for taxation purposes.
The information is general in nature and relates to
UK taxation rules that apply to awards made under
the Deferred Award Rigivis {DAR) Plan. it does not take
into account vour personal circumstances or other tax
liahilities which may arise in other jurisdictions.

it is strongly recommended that you seek
professional advice in relation to your personal
circumstances pricr to exercising vour DARs from an
independent person who is licensed to give

sach agvice,

Capitalised terms used but not defined in this
intermnational Tax Supplement have the same meaning
a5 the E<planatory Booklet. unless the context
requires otherwisa,

The anelysis below is based on law and practice as at
August 2006,

TAXATION OF YOUR DEFERRED AWARD RIGHTS

The taxation of your DAR will be dependent on your tax
residency stalus at the Commencement Date

{19 December 2006), at the date on which you
exercise your DARs and at the date on which you
dispose of any IAG shares ("shares”) you acqulire.

This summary covers the foltowing situations:

vou were resideni and ordinarily resident {R/0R} in
the UK at the Cemmencemeni Dale. al the date of
exercise of the DARs and at the date of disposal of
any shares you acquived; and

If your existing residency siatus is differeni {0 the
above scenarios, different provisions may apply.

Note that Tor the purposes of caloutating any UK

incame tax or capital gains tax due, any figures used

in the caloulations musi be converted into Sterhng at

the exchange rate prevailing on the date of the taxable

event (Le. axercse of your DAR or disposal of the
derlying shares).

> RFCEIVED

tax yearsad on average 20 days per year in the UK
over the last four years, you have demonstrated an
intention to stay in the UK permanently {by buying a
house for example) or your nitention was Lo stay in the
UK for in excess of 3 years when vou arrived) the grant
of the DAR 1o you will hot he taxable.

DAR EXERCISABLE

You will not be taxed on your DARS when they first
become exercisahle.

The exercise of your DARs will, howevar. be subject to
income tax and social taxes.

The amount subject to income tax and social texes will
he the UK fair market value, as determined by UX iax
rules, of the shares you acquire less the amournt you
pay to acquire the shares i.e. the AUD$1 you pay 1o
exelrglse the DAR pius the AUD$66 that vou pay 0 the
trustee to acquire the shares.

Your UK empfoying company 15 obliged 1o withhold
income tax gnd social taxes from vou at a rate
determined by vour UK tax cadea. As a consequénce,
prior 1o shares being transferred 1o you, you will be
required 1o reimburse your employer for the amount
of income tax that is required to be withheld from you.
{f you do not do s0, |IAG may withiold some of your
shares from you.

If you <lo not reimburse your employing company within
G0 days of the date of exercise the amount of tax that
vou o not reimburse mav be considered as a further
taxable benefii provided 10 vou and will. itself, be
subject to income tax and social taxes.

if the DARs apse withowt being exercised and you do
not receive any value in consideration {(a compensation
payment, for exampie) then you shoukd not be subject
to tax on ihe DAR.

Depending on your personal circumslances you may
have to declare the exercise of DARs on your UK Self
Assessment income tax retum.

MNMARY - UNITED KINGDOM




SALE OF SHARES

¥ yvou were RAOR at the time of exercise of your DARS
and were R/0R at the date of disposal of the shares
voul acquired. the excess of the sale proceeds over the
UK "hase cost” of the shares may be subject 10 UK
capital gams 1ax.

The UK base cost of the shares you accuire will
include any amount paid to acguire the shares plus
any amounts previously charged (o income lax, but
complex rules estabiish which shares are deemed 1o
have heen sold, see helow,

The amount of CGT you pay on the capital gain will
depend on a number of factors:

availability of your annual exemztion (£8.800 for
2006/72007y;

taper refief accrued;
any capital 1osses avallable for offset;

the amouint of your other income and whether you
are a higher or basic raie taexpayer.

The principat relie? from capital gains 1ax s taper
retief which may reduce the amount of gain in charge
Ly up to 75% {gwing an effective tax rate of LO% for
higher rate taxpayers) if the shares are considered as
business assels and you hold them for two or more
yvears between the date of acquisition and the date of
disposal. Provided vou argé an empioyee of the group
at the time of disposal and have been throughout the
hoiding perfod, then business assel taper relief should
apply. If this is not the case, a different rate of relief
would be applicable.

if vou have acquired shares on more than one date
(i.e. via another 1AG share based plan or vig private
purchase on the open market) there are complicated
matching rules in the UK which determine the shares
you ere deemed o have sold for UK fax purposes

anc which share values witl be entered mto your UK
capiial gaing tax caleuiation. You cannat choose whick
shares you are considerad t0 have sold. if these ries
are likeily Lo apply 0 vou, you should 1ake professional
advice prior to making any disposals.

In broad terms, you are deemed first to have sold any
shares acquired on the same day as vour disposal,
followed by shares acquired in the 30 days after the
date of disposal. followed by shares acguired hefore
the date of dispoasal on a lastin, first oyt hasis for
shares acguired after & April 1998.

Your employer will not withhotd any capitat gains

tax which vou may have to pay and it i8 your own
respansibility to declare it to the UK tax authorities
and pay any lax due via your Sell Assessment tax
return. You are reguired 1o make sure it is Hled by 30
January tollowing the end of the tax year 11 relatas 1o.
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Invitation Offer Open
UK
Subject: Your Invitation - IAG Long Term Incentive Offer — 2006/2007

You are invited to participate in the 2006/2007 IAG long term incentive Offer and o
receive an allocation of IAG Performance Award Rights (PARs) and IAG Deferred 1
Award Rights (DARs). ‘

Earlier this week, you were provided with an invitation letter which contains details of
your long term incentive allocations.

To receive your allocations, you must complete and submit an online application on
the Computershare Offer website at:
http://www.computershare.com/employee/au/iag/iti by no later than 5pm
Greenwich Mean Time (GMT) on Tuesday 06 March 2007.

OFFER DATES

Key Offer dates are as follows: i

Offer Opens: Tuesday 27 February 2007
Offer Closes: Tuesday 6 March 2007 at 5pm (GMT)
Expected Grant Date: Tuesday 13 March 2007

STEPS TO PARTICIPATE

1. Login to the Offer and read the Offer Documents

Access the Offer website at www.computershare.com/employee/aufiag/Iti via any
internet connection. You will need your payroll number (which was emailed to you by
Remuneration & Benefits) and the password below to access the Offer documents.

Password: »xxxxx

Please read the Explanatory Booklets and other Offer documents to ensure you fully
understand the Offer. You should also consider seeking advice from a qualified
adviser.

2. Complete the Online Application

In general, you should complete the online application on the Offer website.
You will be led through a number of steps to complete and submit the online
application. The application should take approximately 5 minutes to complete.

Once you submit the online application, you will be provided with a confirmation
number and an e-mail will be sent to your nominated e-mail address to confirm your
application has been completed.

if you are an existing IAG shareholder or other IAG Employee Share Plan participant
and your HR payroll number and name matches the Computershare records for
these holdings, we have linked your online application with these holdings.

If you can’'t access the online application, please contact Computershare Plan
Managers immediately (contact details below), for a paper Application Form and
Offer documents.

Whether you complete the online application or a paper Application Form, your
application must be received by no later than 5pm GMT Tuesday 6 March 2007.




WHAT HAPPENS NEXT?
Allocations are expected to be granted on 13 March 2007, provided you remain
employed by an IAG Group Company at that time.

In April, you will receive holding statements to confirm the number of PARs and
DARs that have been allocated to you.

WHERE TO GET HELP

About the Long Term Incentive Offer:
Please contact the IAG Remuneration & Benefits team:

Jacqui Connellan: +61 2 9292 8248
Hanna Meyer: +61 2 9292 8275

About the Offer website or online application:
Please contact Computershare Plan Managers between Monday to Friday 8:30am to
7:00pm AEDT on +61 3 9415 4160.

Regards
Computershare Plan Managers
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Invitation Offer Open

Subject: Your Invitation — IAG Long Term Incentive Offer — 2006/2007

You are invited to participate in the 2006/2007 JAG long term incentive Offer and
receive an allocation of IAG Performance Award Rights (PARs) and IAG Deferred
Award Rights (DARSs).

Earlier this week, you were provided with an invitation letter which contains details of
your long term incentive allocations.

To receive your allocations, you must complete and submit an online application on
the Computershare Offer website at:
http://www.computershare.com/employee/au/iag/Iti by no later than 5pm Australian
Eastern Daylight Time (AEDT) on Wednesday 07 March 2007.

OFFER DATES

Key Offer dates are as follows:

Offer Opens: Tuesday 27 February 2007
Offer Closes: Wednesday 7 March 2007 at 5pm AEDT
Expected Grant Date: Tuesday 13 March 2007

STEPS TO PARTICIPATE

1. Login to the Offer and read the Offer Documents

Access the Offer website at www.computershare.com/employee/auliag/lti via any
internet connection. You will need your payroll number and the password below to
access the Offer documents.

Password: xxxxx

Please read the Explanatory Booklets and other Offer documents to ensure you fully
understand the Offer. You should also consider seeking advice from a qualified
adviser.

2. Complete the Online Application

In general, you should complete the online application on the Offer website.
You will be led through a number of steps to complete and submit the online
application. The application should take approximately 5 minutes to complete.

Once you submit the online application, you will be provided with a confirmation
number and an e-mail will be sent to your nominated e-mail address to confirm your
application has been completed.

If you are an existing IAG shareholder or other IAG Employee Share Plan participant
and your HR payroll number and name matches the Computershare records for
these holdings, we have linked your online application with these holdings.

If you can’t access the online application, please contact Computershare Plan
Managers immediately (contact details below), for a paper Application Form and
Offer documents.

Whether you complete the online application or a paper Application Form, your
application must be received by no later than 5pm AEDT Wednesday 7 March
2007.

WHAT HAPPENS NEXT?




ANDCALIONS arc EApeLlEd 10 De ylanied on 1o Mdith JU7, provided you remaln
employed by an IAG Group Company at that time.

In April, you will receive holding statements to confirm the number of PARs and
DARs that have been allocated to you.

WHERE TO GET HELP

About the Long Term Incentive Offer:
Please contact the IAG Remuneration & Benefits team;

Jacqui Connellan: (02) 9292 8248
Hanna Meyer: (02) 9292 8275

About the Offer website or online application:
Please contact Computershare Plan Managers between Monday to Friday 8:30am to
7:00pm AEDT on 1800 452 196.

Regards
Computershare Plan Managers



introduction

Please find below information for the IAG Long Term Incentive 2006/2007 Offer. You are invited to complete
an application to participate in the IAG Performance Awards Rights Plan (PAR), and the IAG Deferred Award
Rights (DAR) Pian,

Before deciding whether to complete an application, we strongly encourage you to read the available
information carefully and seek advice from a qualified adviser if you are unsure whether to participate.

Piease follow the steps below to complete the oniine application.

Step 1: Plan and Offer documents

Download and carefully read the Exptanatory Booklets and other documents.

You should also read the tax supplements for your country of residence, which forms part of the Offer
docurnents.

Seek advice from a qualified advisor if you are unsure whether to participate.
Step 2: Complete and Submit online application

Once you have read the available Offer infarmation, complete the online application by clicking on the
Application Form below.

Application

Step 1: Plan and Offer documents Size

DAR Plan - Explanatory Booklet International 320KB [
DAR Plan - International tax Supplement - United Kingdom 77KB @
PAR Plan - Explanatory Bookfet international 379KB [E
PAR Plan - International tax Supplement - United Kingdom 77KB
Computershare Collection and Disclosure (CAD) statement 17KB

Step 2: Apply to receive your LTI Allocation

fi)

LT Application Form

Further Information

@ International - +61 3 9415 4160 (8:30 am - 7.00 pm AEDT, Monday - Friday)
@l emait - [AGSharePlans@computershare.com.au

Ez Fax - +61 2 8235 8208

Post - GPO Box 1501, Sydney, NSW 2001, Australia

https://www-au.computershare.com/Employee/AUEnrolment/Offerinfo.asp?Issuerld=S... 6/03/2007




» 1. Terms and Conditions » 2. Apply » 3. Application Review » 4. Application Confirmation

You must accept the following Terms and Conditions before proceeding to the application form.
By completing the online application, you agree to the following:

Performance Award Rights Plan

1.

10.

11,

| agree to the following by returning this form, | agree to acquire the number of Performance Award
Righis (PARs) set out in this application on the Performance Award Rights Terms (Plan Terms) and
make the statements set out below.

| authorise the Trustee to complete and execute any documents necessary to affect the grant of PARs
ta me.

| acknowledge having received a copy of the Terms and the Plan Explanatory Booklet.

| agree to be bound by the Constitution of IAG. Plan Terms, IAG Share and Performance Award Rights
Trust Deed (Trust Deed). the terms set out in the Offer and these terms and conditions

{ declare that all details and statements made on this form are complete and accurate.

I understand that words and expressions defined in the Trust Deed and the Plan Terms have, unless
the contrary intention appears, the same meaning in this form.

| acknowledge that IAG and its agents, including its share registry, need to collect, use and disclose my
personal information to issue PARs and IAG shares {o me in accordance with the Trust Deed and Plan
Terms, and to fulfil IAG’s obligations of disclosure of the details of the PAR Plan in accordance with
relevant laws, and to generally to administer the PAR Pian and | consent to such collection, use and
disclosure,

} acknowledge and agree that IAG and its agents can collect my personal information and disclose it to
any related entity, the share registry, and any regulator in order to comply with the law.

I agree that my existing IAG shareholding and/or existing IAG employee share plan holding address
may be changed to reflect the details in this response in the matter set out in the Explanatory Booklet.

| acknowledge that | have had the opportunity to obtain independent financial and legal advice before
completing this Application Form.

I authorise 1AG, its officers and agents to correct any errors in or amissions from this Application Form,

Deferred Award Rights

1.

10.

11.

I agree to the following by returning this form, | agree to acquire the number of Deferred Award Rights
{DARs) set out in this application on the Deferred Award Rights Terms (Plan Terms) and make the
statements set ocut below.

I authorise the Trustee to complete and execute any documents necessary to effect the grant of DARs
to me.

| acknowledge having received a copy of the Terms and the Plan Explanatory Booklet.

} agree to be bound by the Constitution of IAG, Terms, and IAG Share and Deferred Award Rights
Trust Deed (Trust Deed), the terms set out in the Offer and these terms and conditions.

| declare that all details and statements made on this form are complete and accurate.

t understand that words and expressians defined in the Trust Deed and the Plan Terms have, unless
the contrary intention appears, the same meaning in this form.

| acknowledge that IAG and its agents, including its share reglstry need to collect, use and disclose my
personal information to issue DARs and |IAG shares to me in accordance with the Trust Deed and Plan
Terms, and to fulfil tAG’s obligations of disclosure of the details of the DAR Plan in accordance with
relevant laws, and to generally to administer the DAR Plan and | consent to such collection, use and
disclosure.

| acknowledge and agree that IAG and its agents can coltect my personal information and disclose it to
any related entity, the share registry, and any regulator in order to comply with the law.

| agree that my existing IAG shareholding and/or existing IAG employee share plan holding address
may be changed to reflect the details in this response in the matter set out in the Explanatory Bookiet.
| acknowledge that | have had the opportunity to obtain independent financial and legal advice before
completing this Application Form,

| authorise IAG, its officers and agents to correct any errors in or omissions from this Application Form.

[] 1 agree to the Terms and Conditions specified above.
Cancel

https://www-au.computershare.com/Employee/AUEnrolment/EnrolmentForm.asp?Issu...  6/03/2007




» 1. Terms and Conditions » 2. Apply » 3. Application Review » 4. Application Confirmation
Application Form

in order to apply for your LTI allocation, you wilt need to confirm or enter your details below.
Section A: Personal Details

Please ensure the information below is correct and supply additional information where applicable.
If you provide an email address you will receive an email which will confirm your response.

Please Note: you can not change your name details when applying for this offer. If you wish to change your
name details, please contact Computershare Plan Managers on 1800 452 196 (within Australia) or 61 3 9415

4160 (All Other Locations).

Title First Name Middle Name Surname
Test . Cpmadminuk

Mailing Address (Street Address or Post Office Box)

City/Suburb/Town State

Employee Number Home Phone Work Phone
12345
Emaif Address

Computershare has your employee details to an existing IAG Share holding.

Section B: Acceptance
1 accept the Offer to receive:

Performance Award Rights (PARs) under the IAG PAR Pian.

Deferred Award Rights (DARs) under the IAG DAR Plan.

| declare that by lodging this Application Form, | appoint Insurance Australia Group Limited as my agent to

receive any Financial Services Guide (FSG) (and any update of that document) that | am required to be

Po:

given. The FSG will be provided to Insurance Australia Group Limited who will make it available to me upon

request and by posting it on their intranet.
- Signature (Type in your Namé) ' Signature Date (dd!mmfyyyy)

< Previ

Cancel

ous

https://www-au.computershare.com/Employee/AUEnrolment/EnrolmentForm.asp 6/03/2007



» 1. Terms and Conditions » 2. Apply » 3. Application Review » 4. Application Confirmation

Your application has been successfully received by Computershare Pian Managers.

Your confirmation code is: IAGLTI-7-2-29
So what happens next?

« If you have submitted an email address, you will receive an email that contains your confirmation code
as above,

+ Should you change any of your existing details as pari of your online application, your Computershare
records will be updated.

» PAR and DAR allocations are expected to be made March 2007,

» You will receive a holding statement to confirm your PAR & DAR allocation in April.

s if you have any further questions, please do not hesitate to contact us.

https://www-au.computershare.com/Employee/AUEnrolment/EnrolmentForm.asp 6/03/2007



Introduction

Ptease find below information for the IAG Long Term Incentive 2006/2007 Offer. You are invited to complete
an application to participate in the IAG Performance Awards Rights Plan (PAR), and the IAG Deferred Award
Rights {DAR) Plan.

Before deciding whether to complete an application, we strongly encourage you to read the availabie
information carefully and seek advice from a gqualified adviser if you are unsure whether to participate.

Please follow the steps below to complete the online application.

Step 1: Plan and Offer documents

Download and carefully read the Explanatory Booklets and other documents,

You should also read the tax supplements for your country of residence, which forms part of the Offer
documents.

Seek advice from a qualified advisor if you are unsure whether to participate.
Step 2: Complete and Submit online application

Once you have read the available Offer information, complete the online application by clicking on the
Application Form below.

Application

Step 1: Plan and Offer documents Size

DAR Plan - Explanatory Booklet Australia 326KB @
PAR Plan - Explanatory Booklet Australia 389KB i3
Computershare Collection and Disclosure {(CAD) statement 17KB @]

Step 2: Apply to receive your LTI Allocation
LTI Application Form B

Further Information

@ Toll Free - 1800 452 196 (8:30 am - 7.00 pm AEDT, Monday - Friday)
@] email - IAGSharePlans@computershare com.au

Fax - +61 2 8235 8208

Post - GPO Box 1501, Sydney, NSW 2001, Australia

https://www-au.computershare.com/Employee/AUEnrolment/OfferInfo.asp?Issuerld=S... 6/03/2007




» 1. Terms and Canditions » 2. Apply » 3. Application Review » 4. Application Confirmation
Application Form

In order to apply for your LTi allocation, you will need to confirm or enter your details below.
Section A: Personal Details

Please ensure the information below is correct and supply additionat information where applicable.
If you provide an email address you will receive an email which will confirm your response.

Please Note: you can not change your name details when applying for this offer. If you wish to change your
name details, please contact Computershare Plan Managers on 1800 452 196 (within Australia) or 61 3 9415
4160 (All Other Locations).

Title First Name Middle Name Surname
Test Cpmadminaus

Mailing Address {Street Address or Post Office Box)

City/Suburb/Town ‘ State Po:

Employee Number Home Phone Work Phone
12345 '

Email Address

Computershare has your employee details to an existing IAG Share holding.

The provision of your TFN is optional. Please refer to the TFN notes at the bottom of this section regarding
the impact of not providing your TFN.

Your TFN is currently (if previously supplied to Computershare)

If your TFN is not quoted, Please enter your TFN here:

*Collection of TFN information is authorised and its use and disclosure is strictly requlated by the tax laws and Privacy Act 1988 (Cwih).

The quotation of your TFN is optional and you are not required to provide your TFN if you do not wish to do so. All companies are required to
deduct tax at the top marginal rate plus the Medicare Jevy from unfranked dividends paid to resident investors who have not supplied their TEN.
Tax will be deducted from unfranked dividends if you do not quote your TFN.

Section B: Acceptance

I accept the Offer to receive:
Performance Award Rights (PARs) under the {AG PAR Plan.

Deferred Award Rights {DARs) under the IAG DAR Plan.

| declare that by lodging this Application Form, | appoint Insurance Australia Group Limited as my agent to
receive any Financial Services Guide (FSG) (and any update of that document) that | am required to be
given. The FSG will be provided to Insurance Australia Group Limited who will make it available to me upon
request and by posting it on their intranet.

Signature (Type in your Name) Signature Date (dd/mm/yyyy)

https://www-au.computershare.com/Employee/AUEnrotment/EnrolmentForm.asp 6/03/2007



L -

» 1. Terms and Conditions » 2. Apply » 3. Application Review » 4. Application Confirmation

Your application has been successfully received by Computershare Plan Managers.

Your confirmation code is: IAGLTI-6-2-8
So what happens next?

e If you have submitted an email address, you will receive an email that contains your confirmation code
as above.

« Should you change any of your existing details as part of your online application, your Computershare
records will be updated.

« PAR and DAR allocations are expected to be made March 2007,

« You will receive a holding statement to confirm your PAR & DAR allocation in April,

https://www-au.computershare.com/Employee/AUEnrolment/EnrolmentForm.asp 6/03/2007
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Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

Information or documents not available now must be given to ASX as soon as available. Information and
documents given to ASX become ASX's property and may be made public.

Introduced 30/9/2001.
Name of entity Insurance Australia Group Limited
ABN 60 090 739 923

We (the entity) give ASX the following information under listing rule 3.19A.2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director MICHAEL J HAWKER

Date of last notice 22 December 2006

Part 1 - Change of director’s relevant interests in securities
In the case of a trust, this includes interests in the trust made available by the responsible entity of the trust

Note: In the case of a company, interests which come within paragraph (i) of the definition of “notifiable interest of a director™ should be disclosed
ity this part.

Direct or indirect interest Direct

Nature of indirect interest

(including registered holder)
Nete: Provide details of the circumstances giving rise to the relevam
interest.

Date of change 31 January 2007

No. of securities held prior to change 1. 1,378,059 ordinary shares

2. 1000 Reset Exchangeable Securities
(RES) issued by IAG's wholly
owned subsidiary, IAG Finance

(New Zealand) Limited.
Class Ordinary Shares
Number acquired 246
Number disposed
Value/Consideration $1353

Note: If consideration is non-cash, provide details and estimated valuation

+ See chapter 19 for defined terms.

11/3/2002 Appendix 3Y Page |



No. of securities held after change

L

1,378,305 ordinary shares

1000 Reset Exchangeable Securities
(RES) issued by IAG’s wholly
owned subsidiary, IAG Finance
(New Zealand) Limited.

59,817 ordinary shares in IAG
issued under IAG’s Bonus Equity
Share Plan.

Nature of change

Example: on-market trade, off-market trade, excrcise of options, issuc of
securities under dividend reinvestment plan. participation in buy-back

Allocation of shares under IAG Share Purchase

Plan.

Part 2 — Change of director’s interests in contracts

Note: In the case of a company, interests which come within paragraph {ii) of the definition of “notifiable interest of 2 director™ should be disclosed

in this part,

Detail of contract

Nature of interest

Name of registered holder
(if issued securities)

Date of change

No. and class of securities to
which interest related prior to

change
Note: Details are only required for a contract in relation
to which the interest has changed

Interest acquired

Interest disposed

Value/Consideration

Note: If consideration is non-cash, provide details and an
estimated valuation

Interest after change

+ See chapter 19 for defined terms.

Appendix 3Y Page 2
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Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

Information or documents not available now must be given to ASX as soon as available. Information and
documents given 10 ASX become ASX's property and may be made public.

Introduced 30/9/2001.

Name of entity Insurance Australia Group Limited

ABN 60 090 739 923

We (the entity} give ASX the following information under listing rule 3.19A.2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director ROWAN ROSS

Date of last notice 7 December 2006

Part 1 - Change of director’s relevant interests in securities
In the case of a trust, this includes interesis in the trust made available by the responsible entity of the trust

Note: In the case of a company, interests which come within paragraph (i) of the deftnition of “notifiable interest of a director” should be disclosed
in this part.

Direct or indirect interest Direct interest

Nature of indirect interest

(including registered holder)
Note: Provide details of the circumstances giving rise to the relevant

imterest
Date of change 31 January 2007
No. of securities held prior to change 1. 102,557 (Direct interest)
2. 71,362 (Beneficiary of Non-Executive
Directors’ Share Plan Trust)
Class ' Ordinary Shares
Number acquired 246
Number disposed
Value/Consideration $1,353

Note: If consideration is non-cash, provide details and estimated valuation

No. of securities held after change 1. 102,803 (Direct interest)

Directors’ Share Plan Trust)

2. 71,362 (Beneficiary of Non-Executive

+ See chapter 19 for defined terms.

11/3/2002 Appendix 3Y Page 1



TRt VR STERS ARRES E TR R s s

Nature of change

Example: on-market trade, off-market trade. exercise of options. issue of
securities under dividend reinvestment plan, participation in buy-back

Allocation of beneficial interest in ordinary shares
under a Share Purchase Plan.

Part 2 — Change of director’s interests in contracts

Mote: In the case of a company, interests which come within paragraph (ii} of the definition of “notifiable interest of a director™ should be disclosed

in this part.
Detail of contract N/A
Nature of interest N/A

A

Name of registered holder N/A
(if issued securities)
Date of change N/A
No. and class of securities to | N/A
which interest related prior to
change
Note: Details are only required for a contract in relation
to which the interest has changed
Interest acquired N/A
Interest disposed N/A
Value/Consideration N/A
Note: If consideration is non-cash, provide details and an
estimated valuation
Interest after change N/A

+ See chapter 19 for defined terms.

Appendix 3Y Page 2
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Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

Information or documents not available now must be given lo ASX as soon as available. Information and
documenis given to ASX become ASX's property and may be made public.

Introduced 30/9/2001.

Name of entity Insurance Australia Group Limited

ABN 60 090 739 923

We (the entity) give ASX the following information under listing rule 3.19A.2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director BRIAN SCHWARTZ

Date of last notice 5 December 2006

Part 1 - Change of director’s relevant interests in securities
In the case of a trusi, this includes interests in the trust made available by the responsible entity of the trust

Note: In the case of a company, interests which come within paragraph (i) of the definition of “notifiable interest of a director” should be disclosed
in this pan.

Direct or indirect interest Direct interest

Nature of indirect interest

(including registered holder)

Note: Provide details of the circumstances giving rise to the relevant

interest

Date of ¢change 31 January 2007

No. of securities held prior to change 17,535 (Beneficiary of Non-Executive Directors’
Share Plan Trust)

Class _ Ordinary Shares

Number acquired 246

Number disposed

Value/Consideration $1,353

Note: [f consideration is non-cash, provide details and estimated valuation

No. of securities held after change 246 (Directly held)
17,535 (Beneficiary of Non-Executive Directors’
Share Plan Trust)

+ See chapter 19 for defined terms.
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Nature of change

Example: on-market trade. off-market trade, exercise of oplions, issue of
securities under dividend reinvestment plan, participation in buy-back

Allocation of beneficial interest in ordinary shares
under a Share Purchase Plan

Part 2 — Change of director’s interests in contracts

Note: In the case of a company, interests which come within paragraph (ii) of the definition of “notifiable interest of a director” should be disclosed

in this part.

Detail of contract N/A
Nature of interest N/A
Name of registered holder N/A
(if issued securities)
Date of change N/A
No. and class of securities to | N/A
which interest related prior to
change
Note: Details are only required for a contract in relation
to which the interest has changed
Interest acquired N/A
Interest disposed N/A
Value/Consideration N/A
Note: If consideration is non-cash, provide details and an
estimated valuation

N/A

Interest after change

+ See chapter 19 for defined terms.
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Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

Information or documents not available now must be given to ASX as soon as available. Information and
documents given to ASX become ASX's property and may be made public.

Introduced 3/9/2001,
Name of entity Insurance Australia Group Limited
ABN 60 090 739 923

We (the entity) give ASX the following information under listing rule 3.19A.2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director JAMES STRONG

Date of last notice 5 December 2006

Part 1 - Change of director’s relevant interests in securities
In the case of a trust, this includes interests in the trust made available by the responsible entity of the trust

Note: [n the case of a company, interests which come within paragraph (i) of the definition of “notifiable interest of'  director™ should be disclosed
in this part.

Directors’ Share Plan Trust)
3. 10,000 (Strong Aviation Services
Investments (SASI) Pty Limited)

Direct or indirect interest Direct and indirect interests

Nature of indirect interest Director and shareholder, Strong Aviation
(including registered holder) Services and Investments (SASI) Pty Limited.

Note: Provide details of the circumstances giving rise to the relevant

interest.

Date of change 31 January 2007

No. of securities held prior to change 1. 12,083 (Direct interest)

2. 223,051 (Beneficiary of Non-Executive

and

Class Ordinary Shares
Number acquired 738

Number disposed

Value/Consideration $4,059

Note: [f consideration is non-cash, provide details and estimated valuation

+ See chapter 19 for defined terms.
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No. of securities held after change

—

12,575  (Direct interest)

2. 223,051 (Beneficiary of Non-Executive
Directors’ Share Plan Trust)

3. 10,246  (Strong Aviation Services and

Investments (SASI) Pty Limited))

Nature of change

Example: on-market trade, off-market trade, excrcise of options. issue of
securities under dividend reinvestment plan. participation in buy-back

Allocation of beneficial interest in ordinary shares
under a Share Purchase Plan

Part 2 — Change of director’s interests in contracts

Note: [n the case of a company, interests which come within paragraph {ii) of the definition of “notifiable interest of a director™ should be disclosed

in this part
Detail of contract N/A
Nature of interest N/A
Name of registered holder N/A
(if issued securities)
Date of change N/A
No. and class of securities to | N/A
which interest related prior to
change
Note: Details are only required for a contract in relation
to which the interest has changed
Interest acquired N/A
Interest disposed N/A
Value/Consideration N/A
Note: If consideration is non-cash, provide details and an
estimated valuation
Interest after change N/A

+ See chapter 19 for defined terms.
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Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

Information or documents not available now must be given to ASX as soon as available. Information and
documents given 1o ASX become ASX's property and may be made public.

Introduced 30/9/2001.

Name of entity Insurance Australia Group Limited

ABN 60 090 739 923

We (the entity) give ASX the following information under listing rule 3.19A.2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director YASMIN ALLEN

Date of last notice 5 December 2006

Part 1 - Change of director’s relevant interests in securities
In the case of a trust, this includes interesis in the trust made available by the responsible entity of the trust

Note; In the case of a company, interests which come within paragraph (i) of the definition of “notifisble interest of a director” should be disclosed
in this part.

Direct or indirect interest Direct Interest

Nature of indirect interest

(inclnding registered holder)

Note: Provide details of the circumstances giving rise to the relevant

interest

Date of change 31 Janvary 2007

No. of securities held prior to change 12,523 (Beneficiary of Non- Executive Directors’
Share Plan Trust)

Class . Ordinary Shares

Number acquired 246

Number disposed

Value/Consideration $1,353

Note: If consideration is non-cash, provide details and estimated valuation

No. of securities held after change 246 (Directly held)
12,523 (Beneficiary of Non-Executive Directors’
Share Plan Trust)

+ See chapter 19 for defined terms.
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Nature of change
Example: on-market trade, off-market trade, excrcise of options, issuc of
securities under dividend reinvesunent plan, participation in buy-back

Allocation of beneficial interest in ordinary shares
under a Share Purchase Plan

Part 2 — Change of director’s interests in contracts

Note: In the case of a company, interests which come within paragraph (ii) of the definition of “notifiable interest of a director™ should be disclosed

in this part.
Detail of contract N/A
Nature of interest N/A
Name of registered holder N/A

(if issued securities)

Date of change N/A

No. and class of securities to | N/A
which interest related prior to

change

Mate: Details are only required for a contract in relation

to which the interest has changed

Interest acquired N/A
Interest disposed N/A
Value/Consideration N/A

MNote: If consideration is non-cash, provide details and an
estimated valuation

Interest after change N/A

+ See chapter 19 for defined terms.
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Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

Information or documents not available now must be given to ASX as soon as available. Information and
documents given to ASX become ASX's property and may be made public.

Introduced 30/9/2001.
[Name of entity Insurance Australia Group Limited
ABN 60 090 739 923

We (the entity) give ASX the following information under listing rule 3.19A.2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director

JOHN ASTBURY

Date of last notice

5 December 2006

Part 1 - Change of director’s relevant interests in securities
In the case of a trust, this includes interests in the rust made avaifable by the responsible entity of the trust

Note: In the case of a company, interests which come within paragraph (i) of the definition of “notifiable interest of a director™ should be disclosed

in this part.

Direct or indirect interest

Direct and indirect interests

Nature of indirect interest
{including registered holder)

interest,

Note: Provide details of the circumstances giving rise to the relevant

Registered holder: John Astbury & Susan Astbury
{Astbury Family Super Fund). Beneficiary and
trustee of a superannuation fund

Date of change

31 January 2007

No. of securities held prior to change

1. 10,083 (Direct interest)

2. 30,775 (Beneficiary of Non-Executive
Directors’ Share Plan Trust)

3. 29400 (Beneficiary and trustee of a
superannuation fund)

Note: If consideration is non-cash. provide details and estimated valuation

Class Ordinary Shares
Number acquired 738

Number disposed

Value/Consideration $4,059

+ See chapter 19 for defined terms.
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No. of securities held after change

—

10,575 (Direct interest)

2. 30,775 (Beneficiary of Non-Executive
Directors’ Share Plan Trust}

3. 29,646 (Beneficiary and trustee of a

superannuation fund)

Nature of change

Example: on-market trade, off-market wade, exercise of options. tssue of
securities under dividend reinvestment plan, participation in buy-back

Allocation of beneficial interest in shares under a
Share Purchase Plan

Part 2 — Change of director’s interests in contracts

Note: In the case of a company, interests which come within paragraph (i) of the definition of “notifiable interest of a director™ should be disclosed

im this part.

Detail of contract N/A
Nature of interest N/A
Name of registered holder N/A
(if issued securities)
Date of change N/A
No. and class of securities to [ N/A
which interest related prior to
change
Note: Details are only required for a contract in relation
to which the interest has changed
Interest acquired NA
Interest disposed N/A
Value/Consideration N/A
Note: If consideration is non-cash, provide details and an
estimated valuation

N/A

Interest after change

+ See chapter 19 for defined terms.
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Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

Information or documents not available now must be given to ASX as soon as availuble. Information and
documents given to ASX become ASX s property and may be made public.

Introduced X0 2001 .

Name of entity

Insurance Australia Group Limited

ABN 60 090 739 923

We (the entity) give ASX the following information under listing rule 3.19A.2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director

NEIL HAMILTON

Date of last notice

5 December 2006

Part 1 - Change of director’s relevant interests in securities
In the case of a trust, this includes interests in the wrust made avaifable by the responsible entity of the trust

Note: In the case of 8 company. interests which come within paragraph (i) of the definition of " notifiable interest of a director™ should be disclosed

in this part,

Direct or indirect interest

Direct interest

Nature of indirect interest

(including registered holder)

Note: Provide demils of the circumstances giving rise to the relevant
interest.

Date of change

31 January 2007

No. of securities held prior to change

1. 5,140 (Direct interest)
2. 116,817 (Beneficiary of Non-Executive
Directors’ Share Plan Trust)

Class Ordinary Shares

Number acquired 246

Number disposed

Value/Consideration $1,353

Note: If consideration is non-cash, provide details and estimated valuation

No. of securities held after change 1. 5,386 (Direct interest)

2. 116,817 (Beneficiary of Non-Executive
Directors’ Share Plan Trust)

+ See chapter 19 for defined terms.
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Nature of change

Example: on-market trade, off-market trade. exercise of options, issue of
securities under dividend reinvestment plan. participation in buy-back

Allocation of beneficial interest in ordinary shares
under a Share Purchase Plan

Part 2 — Change of director’s interests in contracts

Nate: In the case of a company. interests which coie within paragraph (i} of the detinition of *notifiable intercst of a director™ should be disclosed

ii this part.

Detail of contract N/A
Nature of interest N/A
Name of registered holder N/A
(if issued securities)
Date of change N/A
No. and class of securities to | N/A
which interest related prior to
change
Note: Derails are only required for a contract in retation
to which the interest has changed
Interest acquired N/A
Interest disposed N/A
Value/Consideration N/A
Note: If consideration is non-cash. provide details and an
estimated valuation

N/A

Interest after change

+ See chapter 19 for defined terms.
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Appendix 3Y

Change of Director’s Interest Notice

Information or documents not available now must be given to ASX as soon as available. Information and

documents given to ASX become ASX's property and may be made public.

Introduced 30/9/2001.

Name of entity IAG Finance (New Zealand) Limited

ABN 97 111 268 243

We (the entity) give ASX the following information under listing rule 3.19A.2 and as agem for the

director for the purposes of section 205G of the Corporations Act.

Name of Director

Mr Michael Woods (alternate director)

Date of last notice

22 December 2006

Part 1 - Change of director’s relevant interests in securities

In the case of a trust, this includes interests in the trust made available by the responsible entity of the trust

Note: In the casc of a company. interests which come within paragraph (i) of the definition of “notifiable interest of a director™ should be disclosed

in this part,

Direct or indirect interest

Direct and indirect interests

Nature of indirect interest
{including registered holder)

Note: Provide details of the circumstances giving rise to the relevam
interest,

Registered holder L Tate. Ordinary shares in
Insurance Australia Group Limited (IAG)
respect of which the director has control of voting
and disposal.

Date of change

31 January 2007

No. of securities held prior to change

Directly Held:

1.

6705 ordinary shares in JAG;

Indirectly Held:

2,

500 Reset Preference Shares in JAG held
by Belarit Pty Limited, ATF Woods
Family Trust;

75,993 ordinary shares in IAG held by
registered holder L Tate in respect of
which the director has control of voting
and disposal;

35,706 ordinary shares in IAG issued
under IAG’s Bonus Equity Share Plan;
and

1,400 Reset Exchangeable Securities
(RES) indirectly held by Michael
Bulkara Pty Limited, an entity controlled
by Mr Michael Woods.

+ See chapter 19 for defined terms.
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Class

Ordinary Shares in IAG

Number acquired

246 (directly held)
246 (indirectly held)

Number disposed

Value/Consideration $2706
Note: If consideration is non-cash. provide details and estimated valuation
No. of securities held after change Directly Held:
6. 6951 ordinary shares in IAG;
Indirectly Held:

7. 500 Reset Preference Shares in IAG held
by Belarit Pty Limited, ATF Woods
Famity Trust,

8. 76,239 ordinary shares in IAG held by
registered holder L Tate in respect of
which the director has control of voting
and disposal;

9. 35,706 ordinary shares in IAG issued
under IAG’s Bonus Equity Share Plan;
and

10. 1,400 Reset Exchangeable Securities
(RES) indirectly held by Michael
Bulkara Pty Limited, an entity controlled
by Mr Michael Woods.

Nature of change

securities under dividend reinvestment plan. participation in buy-back

Example: on-market trade. off-market trade, exercise of options, issue of

Allocation of shares under IAG Share Purchase
Plan,

Part 2 — Change of director’s interests in contracts

Note: In the case of a company. interests which come within paragraph (i} of the definition of “notifiable interest of a direcior™ should be disclosed

in this part.

Detail of contract

Nature of interest

Name of registered holder
(if issued securities)

Date of change

No. and class of securities to
which interest related prior to

change
Note: Details are only required for a contract in relation
1o which the interest has changed

+ See chapter 19 for defined terms.
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Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

Information or documents not available now must be given to ASX as soon as available. Information and
documents given to ASX become ASX's property and may be made public.

Introduced 30/9/2001.

Name of entity IAG Finance (New Zealand) Limited

ABN 97 111 268 243

We (the entity) give ASX the following information under listing rule 3.19A.2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director JAMES STRONG

Date of last notice . 5 December 2006

Part 1 - Change of director’s relevant interests in securities
In the case of a trust, this includes interests in the trust made available by the responsible entity of the trust

Note: In the case of a company. interests which come within paragraph (i) of the definition of “notifiable interest of a director™ should be disclosed

in this part,
Direct or indirect interest Direct and indirect interests
Nature of indirect interest Director and shareholder, Strong Awviation
(including registered holder) Services and Investments (SASI) Pty Limited.
Note: Provide details of the circumstances giving rise to the relevant
interest,
Date of change 31 January 2007
No. of securities held prior to change 1. 12,083 (Direct interest)
223,051 (Beneficiary of Non-Executive
Directors’ Share Plan Trust) )
3. 10,000 (Strong Aviation Services and
Investments (SASI) Pty Limited)
Class Ordinary Shares
Number acquired 738
Number disposed Nil
Value/Consideration $4,059
Note: If consideration is non-cash, provide details and estimated valuation

+ See chapter 19 for defined terms.
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No. of securities held after change

12,575  (Direct interest)

223,051 (Beneficiary of Non-Executive
Directors” Share Plan Trust)

10,246  (Strong Aviation Services and
Investments (SASI) Pty Limited))

Nature of change

Example: on-market trade. off-market trade. exercise of options, issue of
securities under dividend reinvestment plan, participation in buy-back

Allocation of beneficial interest in ordinary shares
under a Share Purchase Pian

Part 2 — Change of director’s interests in contracts

Note: In the case of a company, interests which cotne within paragraph (i) of the definition of “notifiable interest of a director™ should be disclosed

in this part.
Detail of contract N/A
Nature of interest N/A
Name of registered holder N/A
(if issued securities)
Date of change N/A
No. and class of securities to | N/A
which interest related prior to
change
Note: Details are only required for a contract in relation
to which the interest has changed
Interest acquired N/A
Interest disposed N/A
Value/Consideration N/A
Note: If consideration is non-cash, provide details and an
estimated valuation

N/A

Interest after change

+ See chapter 19 for defined terms.
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Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

Information or documents not available now must be given to ASX as soon as available. Information and
documents given to ASX become ASX's property and may be made public.

Introduced 30/4/2001.

Name of entity IAG Finance (New Zealand) Limited

ABN 97 111 268 243

We (the entity) give ASX the following information under listing rule 3.19A.2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director ROWAN ROSS

Date of last notice 7 December 2006

Part 1 - Change of director’s relevant interests in securities
in the case of a trust, this includes interests in the trust made available by the responsible entity of the trust

Note: In the case of a company, interests which come within paragraph (i) of the definition of “nofifiable interest of a director” should be disclosed
in this part,

Direct or indirect interest Direct interest
Nature of indirect interest
(including registered holder)
Note: Provide details of the circumstances giving rise to the relevant
interest.
Date of change 31 January 2007
No. of securities held prior to change 1. 102,557 (Direct interest)
2. 71,362 (Beneficiary of Non-Executive
Directors’ Share Plan Trust)
Class ' Ordinary Shares in Insurance Australia Group
Limited (IAG)
Number acquired 246
Number disposed
Value/Consideration $1353
Note: If consideration is non-cash, provide details and estimated valuation
No. of securities held after change 1. 102,803 (Direct interest)
2. 71362 (Beneficiary of Non-Executive
Directors’ Share Plan Trust)

+ See chapter 19 for defined terms.
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Nature of change Allocation of beneficial interest in ordinary shares

Example: on-market trade. off-market trade, exercise of options, issue of | ynder IAG Share Purchase Plan
securities under dividend reinvestment plan. participation in buy-back

Part 2 — Change of director’s interests in contracts

Note: [n the case of a compar;y. interests which come within paragraph (i) of the definition of “notifiable interest of a director”™ should be disclosed
in this part.

Detail of contract N/A
Nature of interest N/A
Name of registered holder N/A

(if issued securities)

Date of change N/A

No. and class of securities to | NA
which interest related prior to

change

Note: Details are only required for a contract in relation

to which the interest has changed

Interest acquired N/A
Interest disposed N/A
Value/Consideration N/A

Note: If consideration is non-cash, provide details and an
estimated valuation

Interest after change N/A -

+ See chapter 19 for defined terms.
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Appendix 3Y

Change of Director’s Interest Notice

Rule 3.194.2

Information or documents not available now must be given to ASX as soon as available. Information and
documents given to ASX become ASX's property and may be made public.

Introduced 30/9/2001.

Name of entity IAG Finance (New Zealand) Limited

ABN 97 111 268 243

We (the entity) give ASX the following information under listing rule 3.19A.2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director MICHAEL J HAWKER

Date of last notice 22 December 2006

Part 1 - Change of director’s relevant interests in securities
In the case of a trust, this includes interests in the trust made available by the responsible entity of the trust

Note: In the case of a company, interests which come within paragraph (i) of the definition of “notifiable interest of a director™ should be disclosed

in this part.

Direct or indirect interest

Direct

Nature of indirect interest

(including registered holder)
Note: Provide details of the circumstances giving rise to the relevant
interest.

Date of change

31 January 2007

No. of securities held prior to change

1. 1,378,059 ordinary shares in IAG

2. 1000 Reset Exchangeable Securities (RES)
issued by IAG’s wholly owned subsidiary,
IAG Finance (New Zealand) Limited.

Note: [f consideration is pon-cash, provide details and estimated valuation

Class Ordinary Shares in IAG
Number acquired 246

Number disposed

Value/Consideration $1353

+ See chapter 19 for defined terms.
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No. of secarities held after change

1. 1,378,305 ordinary shares in IAG.

2. 1000 Reset Exchangeable Securitics (RES)
issued by IAG’s wholly owned subsidiary,
IAG Finance (New Zealand) Limited.

3. 59,817 ordinary shares in IAG issued under
IAG’s Bonus Equity Share Plan.

Nature of change

Example: on-marke! trade, off-market trade, exercise of options, issue of
securities under dividend reinvestment plan, participation in buy-back

Allocation of shares under IAG Share Purchase
Plan.

Part 2 — Change of director’s interests in contracts

Note: In the case of a company. interests which come within paragraph (ii) of the definition of “notifiable interest of a director™ should be disclosed

in this part.

Detail of contract

Nature of interest

Name of registered holder
(if issued securities)

Date of change

No. and class of securities to
which interest related prior to

change
Note: Details are only required for a contract in relation
to which the interest has changed

Interest acquired

Interest disposed

Value/Consideration
Note: If consideration is non-cash, provide details and an
estimated valuation

Interest after change

+ See chapter 19 for defined terms.
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Interest acquired

Interest disposed

Value/Consideration
Note: If consideration is non-cash, provide details and an
estimated valuation

Interest after change

+ Sce chapter 19 for defined terms.
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Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

Information or documents not available now must be given to ASX as soon as available. Information and
documents given to ASX become ASX's property and may be made public.

Introduced 30/9/2001.

Name of entity 1AG Finance (New Zealand) Limited

ABN 97111 268 243

We (the entity) give ASX the following information under listing rule 3.19A.2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director Mr George Venardos

Date of last notice 22 December 2006

Part 1 - Change of director’s relevant interests in securities
In the case of a trust, this includes interests in the trust made available by the responsible entity of the trust

Mote: In the case of 2 company, interests which come within paragraph (i} of the definition of “notifiable interest of a director” should be disclosed
in this part.

Direct or indirect interest Direct

Nature of indirect interest

(including registered holder)
Note: Provide details of the circumstances giving rise to the relevant

interest.

Date of change 31 January 2007

No. of securities held prior to change 85,648 ordinary shares in IAG
. Class , Ordinary shares in JAG
Number acquired 246

Number disposed

Value/Consideration $1353

Note: If consideration is non-cash, provide details and estimated valuation

+ See chapter 19 for defined terms.
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No. of securities held after change

85,894 ordinary shares

Nature of change

Allocation of ordinary shares under IAG Share

Example: on-market trade, off-market trade, exercise of options, issue of | Purchase Plan.
securities under dividend reinvestment plan, participation in buy-back

Part 2 — Change of director’s interests in contracts

Note: In the case of a company, interests which come within paragraph (ii) of the definition of “notifiable interest of a director” should be disclosed

in this part.

Detail of contract

Nature of interest

Name of registered holder
(if issued securities)

Date of change

No. and class of securities to
which interest related prior to

change
Note: Details are only required for a contract in relation
1o which the interest has changed

Interest acquired

Interest disposed

Value/Consideration
Note: If consideration is non-cash, provide details and an
estimated valuation

Interest after change

+ See chapter 19 for defined terms.
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HSUurance AUstidig
Group Limited

ABN 80 050 739 923

388 George Street
Sydney NSW 2000
Telephone 02 9292 9222
iag.com.au

15 February 2007

Manager, Company Announcements Office )))

Australian Stock Exchange Limited

Level 4, Exchange Centre

20 Bridge Street IAG

SYDNEY NSW 2000 Insurance
Australia
Group

Dear Sir / Madam

Insurance Australia Group Limited (IAG) announces minor change
reclassification within its analysis of results

IAG advises that it has changed the method by which the results of its captive
insurance operations are allocated to the operating divisions for the purposes of
reporting to the investment markets. As this is merely a reclassification within the
insurance profits, there is no change to the reported profit.

Rather than allocating the result of the captives directly against the reinsurance
expense, the captive operations are allocated on a line by line basis 10 better
reflect the underlying inter-segment revenue and expenses.

The results for the six months to 31 December 2006, which are scheduled to be
announced on 22 February 2007, will be presented on the new basis.

The comparatives for each of the past three half-years have been restated and a
schedule comparing the new and old basis of reporting is attached for the
convenience of investors and analysts who maintain detailed financial models.

Yours faithfully

Anne O'Driscoll
Company Secretary

150207 Reclassification disclosures Page 1 of 6




IAG ~ Segment analysis on current and previous basis of reporting
Consolidated Group

Half-year ended Jun 05

Gioss willien pramium

Cunent Reporled

Frevious Reported

Gross eamed premium - - . ] 3350
Reinsuwrance expense - . ] 1243)
Nel premium revenus - 3,007
Nel claims expense o, : £1,985)
Cormmission expense e GRe e 5 [247}
tndenwriting expense P 11568 {554)
Undermiting proft [N A S T 219
Investment income on technical reserves : o 253 28
tnsvrance proft - A% 4 445
Loss ratio s . . 0%
Expeme rafic 25.7%
Commission ratic 8.2%
Administration ratio 18.5%
Combinad rafio 2%
Insurance margin |betore tax) 15.5%

Half-year ended Dec 05

Gross wiitten premium

Cunteni Reparted

Previous Reparled

Gross sarned premium
Remuance expense

Net premium revenue
Net cloims expenie
Commisslon sxpense
Underwriling expense

Underwiting proli
invesiment income on lechnical resarves

Insusance profit

Loss rafio
Expeanse ratic
Commission ratie
Administration rafio
Combined rafic
Insurance margin (bafore fax)

49

63.9%
27.0%

8.2%
18.5%
0%
15.2%

Hall-year ended Jun D&

Gross wiitten premium

Cuyrnent Reported

Gross earned premivm
Reinsurance expensg

Pzevious Reported
" g

Net premium revenus
Nat chims axperse
Commission expene
Unclerwriling expense

Undarwiiting profl
Investmen! incorme on technical reserves

tnsurance prof

Loss ralio
Expante ratio
Commission ratio
Adminktration ratio
Combined ratio
Inswance margin [before fax}

150207 Reclassification disclosures
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Australian Personal Lines

Hall-year ended Jun Q5 Current Recorted Previous R eported

Gross wiitten premiym

Gross sovned premium + I,VST} 1,950
Reinsrance expense sl (127)
Nel premium revenue - 1,877, 1423
Nel cloims expense (.23 (1.283)
Commission expense . ' .g;us me
Underwriting expense M {338)
Underwriling profit {1 8a
investment incoma on lechrical reserves 4 ll?% 15
Insurance profi . R L1 m
Loss rotio WIoR 70.4%
Expense rafia 2468 HI%

Commission ratio R =~ &% 6.4%

Administration ratio ‘ C s 185%
Combined rafia , F56% 95.3%
Insuronce morgin [before fox) 312:13 12.7%

Hail-yeat ended Dec §5

Curreni Reporied Previous Reporded

ASm

Gross wiitten premium
Gross sarned premivm

Reirsuronce expense 93]
et promivm tevenve 1,880
MNet claims expenss [1.289)
Comynission expense [122)
Underarifing expense [342)
—
Underwriting profit 127
Investman income on technical reserves 1ne
Insurance proft 244

Insurance ratios
Loss retic

Expense ralio 47%
Commission rafio 6.5%
Administration ratlo 18.2%

Combined ratio $3.3%

Insurance rmargin [before tax) 13.0%

- ded
Halt-year ended Jun 04 Current Reporled Previous Repored

e i e S = e

Gross wiitten premivm

" Grots earned premivm 1997
Reinsurance expente (128}
e———

Nel premium revenus 1.791
Ne! clairrs expense {1171
Commission &xpense [124)
Underwrifing expense [352)
Underwrifing profit - et 1
Investment incorne on lechnicol reserves : 74
Insuwrance profil 5. 218} 218
Lossratio - R 3ﬁ 85.4%
Expense rafio R 1) 26.6%
Comrission ratio 9%
Adminisiration ralio 1975
Combined ratio 920%
Insurance morgin {belore fox) 12.2

150207 Reclassification disclosures Page 3 of 6




Avustralian Commerciai Lines

Holl-year ended Jun 05

Current Reported Pievious Reponed

Gross wiitten premium

Gross earned premivm 803
Reinsurance expense 183)
Net premium revenve 7?6
Net claims expense {405}
Commission expense 188)
Underwriting experse 1148)
Underwiiting profit _F
investiment income on jechnical reserves &7
Insuronce profi 148

Insurance ratios
Loss ratic
Experse ratio
Commission ratio
Administrotion ratic
Combined ratic
frsurence margin (betore fox)

Gross wiien premium o 761 761

Grots earned premivim i B23
Reinsurance expense (85}
tm—
Net premifum revenye 738
Net clyims expense [409)
Correréssion expense {86)
Underwrifing expense {165)
—
Underwiting profit ]
Investment incorme on technical reserves 59
Insurance profit 1ar

Insurance raties

Loss ratio

Expernse ratio 34.0%
Commission ratio 11.7%
Administration rotio 3%

Combined ralic B9.4%

Insurance margin [before fax) 4%

I
Hall-year ended tun 04 Previoys Reparted

L " ASH
Gross written premium 7
3
(158}
[X7]
(309)
183)
1152)
&8
22
Insurance profit i e B 110
Insurance ralios
Loss rotic : 43.9%
Experse ratio
Commission ratio

Gross earned premium
Reinsurance expense

Net premium revenye

Net ckims expense

Commission expensa

Underwriling expense

Underwriting profit

nvestment incorne on fechnical reserves

Administration ratio
Combined rafio
Inswrance margin [before tox)

150207 Reclassification disclosures Page 4 of 6




International

Haolf-yect ended tun 05

Cutrent Reported Previoys Repoded

Gross Mllcn premium

i Es) 502
Gross samned premium i 494: A%
Reinsyrance expense ' {48y [34)
Net premium revenus T “-l' 462
Het cloirr expente ) {285 1298)
Commission expense 1 {44) [44)
Underwiting expense 1 1] 170)
Underwlitng profil 4-8 S?
Invesiment income on technical reserves g I&g 2}

Insurance profit
Insuronce 1alios

Loss ratio
Expense rofio
Commission ratio
Adminisiration rotio
Combined ratie
Inswrance margin (before tax}

Halt-year ended Dec 05

Curtent Reporled Previous Repored
T T T T T e T T a5 T ASm
Gioss willlen premium )
Gross samed premium 524
Reinsurance expense 157)
Net pramium revenue &7
Nei claime expenss {272y
Commission expense {4
Uncerwrifing expente {77}
Underwiting profi 2
Invesiment incoma on jechnicol reserves 14
Insurance proftl | - - 84, &
Loss ratio - 5a0% 58.2%
Expense ratio ) N ?éﬂi‘ 26.3%
Comemission ratic T e 95%
Adminktrotion ratio T !7.2$E 16.5%
Combined rafia 848% 84.5%
Insurance margin {betore tax) . !B.l"’g 18.4%

Hall-year ended Jun 04

Previous Repored

. ) A5
Gross willlen premivm TR
Giosi samed premium Lt e BY 512
Reinswrance expense D ., {158) 150
Net premum revenve i BT - 453 442
Met claims expense 2 (In]r 1306}
Commission expense B 144
Undienwriling expense " < 81

— -

Underwrlting profi A 1}1 L]
Investrment income on technical reserves R LY 14
insurance profi K rg

Insuronce ratios

Loss ratio

Experse ratio 27.0%
Commission ratic ?.5%
Adminstration ratio 17.5%

Combined rafic A%

Inswrance margin {oelors tax) 9.7%

150207 Reclassification disclosures Page 50f 5




New Zealand

Mall.year ended Jun 05

Cuttent Reported Previous Reporled

———— — e : Cam - -
Gross writien premivm 3T 502
Grots eatned premium i ) : 494 494
Reinswance expense ; {48) (34}
Net premium revenue 3‘ 443 7‘?
Net claims expense | 2 {285 28
Cormission expense B e i“!:] (44}
Underwrifing expense I Ll 70
Undetwriting profit = 50
Investrment income on technical reserves f 14
Insurance profit fremis SORE L &4
Lo ratio : - b.¢ &4.5%
Expense ratio 24.7%

Commission ratio ?.5%

Adminkstrotion rotio 15.2%
Combined rafio 89.2%
Insuronce margin [before fux) 139%

Hall-yeor ended Dec 05 Cusent Reportad Previous Reported

ASm
Gross wiitien premium

Gross earnad pramium
Reinswroncs expense

Nel premium revenue

Net clo¥ms experse

Commistion experne

tindenmiting expense

Underwtlling profit

Invesirnen! income on technical resetves

lnsurance prof

Loss rata

Experse ratio 262%
Commission ratio Q0%
Admingtrebon ratio 16.2%

Combined ratio 8d4%

Inturance margin [before Sax} 18.6%

Half-year ended Jun D&

Curent Reportad Previoys Repored

ASrn

Groas wiilten premium

Grots samed premium

Rainsurance expense 132)
Net premium revenus 429
Net clairm expeme {287}
Cammission expernse 139}
Underwiiing expense 74
Underwriting profit £
Investrent income on technical reserves 13

insurance profil
Insuronce ratios

Loss ralio
Expensa rafio 26.3%
Commission ratio ¢.1%
Administration ratio 17.2%
Combined ratic ?3.2%
98%

Insurance margin (before fax)
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INSURANCE AUSTRALIA GROUP LIMITED

APPENDIX 4D ~ HALF YEAR REPORT 31 DECEMBER 2006

RESULTS FOR ANNOUNCEMENT TO THE MARKET

Upddown % change m
Revenue from ardinary activities Down 3.5% 4,084
Profit from ordinary activities after tax
attributable to shareholders Down 25.2% 345
Net profit attributable to shareholders of
Insurance Australia Group Limited Down 25.2% 345
Dividends — ordinary shares Amount per share Franked amount per share
interim dividend 13.5 cents 13.5 cents

The record date of the dividend is 14 March 2007. The dividend is to be paid on 16 April 2007. The Company’s dividend
reinvestment plan (*“DRP") will operate by issuing new ordinary shares to participants. The interim dividend will be fully
underwritten such that the shortfall in the DRP take-up will be underwritlen. The last date for the receipt of an election
notice for participation in the company's DRP is 14 March 2007.

Page 1




INSURANCE AUSTRALIA GROUP LIMITED

APPENDIX 4D - HALF YEAR REPORT 31 DECEMBER 2006

OTHER INFORMATION

During the half year the Insurance Australia Group held an interest in the following joint ventures.

% Held

Joint venture

NTI Limited 50.00
Associates

AmAssurance Berhad 30.00
First Rescue and Emergency(NZ) Limited 50.00
Loyalty New Zealand Limited 25.00
Sureplan NZ Limited 30.00
AR Hub Pty Ltd 33.33

The company's aggregate share of profits of these entities is not material.

Page 2




INSURANCE AUSTRALIA GROUP LIMITED

APPENDIX 4D - HALF YEAR REPORT 31 DECEMBER 2006
APPENDIX 4D COMPLIANCE MATRIX

Appendix 4D disclosure requirements

tnsurance Australia Group Appendix 4D

Page
Number

Note
Number

1. Details of the reporting pericd and the
previous comresponding period.

All financial data headings

2. Key information in relation to the
following.  This information must be
identified as “Results for announcement
{o the market”.

2.1 The amount and percentage change up
or down from the previous comesponding
period of revenue from ordinary aclivities.

2.2 The amount and percentage change up
or down from the previous comesponding
period of profit (loss) from ordinary
acliviies after tax attributable 1o
members.

2.3 The amount and percentage change up or
down from the previous comesponding
period of net profit (loss) for the period
attributable to members.

2.4 The amount per security and franked
amount per security of final and interim
dividends or a statement that it is not
proposed to pay dividends.

25 The record date for determining
entitlements to the dividends (if any).

2.6 A brief explanation of any of the figures in
2.1 to 2.4 necessary to enable the figures
to be undersiood.

“Results for announcement to the market” page 1
Appendix 4D

3. Net tangible assets per security with the
comparative figure for the previous
corresponding period.

Attachment A: Half year financial report 31
December 20086: :
«  Notes to the financial statements

- Net tangible assets.

P.26

Note 13

4. Details of entities over which control has
been gained or lost during the period,
including the following.

4.1 Name of the entity.
4.2 The date of the gain or loss of control.

4.3 Where material to an understanding of
the report — the confribution of such
entities to the reporting enlity’s profit from
ordinary aclivities during the period and
the profit or loss of such entities during
the whole of the previous corresponding
period.

Attachment A: Half year financial report 31
December 2006:
» Notes to the financial stalements

- Acqusitions and disposals of businesses

P.23

Note 11

Page 3




INSURANCE AUSTRALIA GROUP LIMITED

APPENDIX 4D - HALF YEAR REPORT 31 DECEMBER 2006

Appendix 4D disclosure requirements

Insurance Australia Group Appendix 4D

Page
Number

Note
Number

5.

Details of individua! and total dividends or
distributions and dividend or distribution
payments. The details must include the
date on which each dividend or
distribution is payable and (if known) the
amount per security of foreign sourced
dividend or distribution.

Attachment A: Half year financial report 31
December 2006
= Notes to the financial slatements

- Dividends note

PA7

Note 7

Details of any dividend or distribution
reinvestment plan in operation and the
last date for the receipt of an election
notice for participation in any dividend or
distribution reinvesiment plan.

Attachment A. Half year financial report 31
December 2006;
= Notes to the financial statemenis

- Dividend note

P.17

Note 7

Details of associates and joint venture
entities including the name of the
associate or joint venture entity and
details of the reporting entity’s percentage
holding in each of these entities and -
where material to an understanding of the
report - aggregate share of profits
(losses) of these entities, details of
contributions to net profit for each of
these enlities, and with comparative
figures for each of these disclosures for
the previous comesponding period.

"Cther information” page 2 Appendix 4D

For foreign entities, which set of
accounting standards is used in compiling
the report (e.g. International Accounting
Standards).

Not applicable

For all entities, if the accounts are subject
to audit dispule or qualification, a
description of the dispute or qualification.

Not applicable

Page 4




INSURANCE AUSTRALIA GROUP LIMITED

APPENDIX 4D — HALF YEAR REPORT 31 DECEMBER 2006

ATTACHMENT A

INSURANCE AUSTRALIA GROUP LIMITED AND SUBSIDIARIES

HALF YEAR FINANCIAL REPORT - 31 DECEMBER 2006
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INSURANCE AUSTRALIA GROUP LIMITED AND SUBSIDIARIES

DIRECTORS’ REPORT

The Directors present their report together with the consolidated financial report of Insurance Australia Group Limited ("JAG™,
“Company” and "Parent”) and its subsidiaries (referred to as “[AG Group” and “Consolidated entity”) for the half year ended 31
December 2006 and the auditor’s review report thereon,

Directors

The Company’s Directors in office at any time during or since the end of the half year are as follows. Directors were in office for
the entire period unless otherwise stated.

Mr JA Strong (Director since 2 August 2001}, Ms YA Allen (Director since 10 November 2004), Mr JF Astbury {Director since 25
July 2000), Mr PM Colebatch (Director since 1 January 2007), Mr GA Cousins (Director since 25 July 2000), Mr ND Hamilion
(Director since 19 June 2000}, Mr RA Ross (Director since 25 July 2000), Mr B Schwartz (Direcior since 1 January 2005) and Mr
M1} Hawker (Director since 1 December 2001).

Operating and finaocial review

Review of Financial Performance

(a) Operating result for the half year

The 1AG Group's net profit after tax for the current half year was $382 million (2005 - $5!3 million). Afier adjusting for minority
interests in the JAG Group tesult, net profit attributable to equity holders of the Company was $345 million (2005 - $461 million).

{b) Underwriting result

The 1AG Group produced an underwriting profit before investment income on technical reserves of $244 milkion (2005 — §274
million). The underwriting profit is affected by interest rate movements which chenge the discount rate appliceble to claims
reserves.  In 2006, this resulted in a decrease in claims expense by $30 million (2005 ~ $16 million}, resulting in a loss ratio of
64.4% (2005 - 63.8%) and the combined ratio of 92.3% (2005 — 91.2%). Afler excluding the impact of interest rate movements,
the immaunised 10ss ratio was 65.4% {2005 — 64.4%) and the immunised combined ratio was 93.2% (2005 — 91.7%). The expense
ratic of 27.8% was up slightly from the prior period (2005 —27.4%).

The insurance profit of $420 million (2005 - $469 million), which is considered to be a sound insurance trading result, equated to
an insurance margin of 13.3% (2005 - 15.1%). This margin was achieved despite challenging market conditions in Australia
including the effect of margin pressures in commercial lines and short-tail personal insurance. These conditions were offset to some
extent by the continued favourable development in long-tail classes.

The following discussion of underwriting result by business segments, being the Australian personal and commercial lines and the
International insurance operations, incorporates an allocation of the result of the LAG Group's Captive reinsurers (on a line by line
aliocation). This allocation was based on the net contribution of the business segments to the Captive result.

(i) Australian personal lines insurance operations

The personal lines insurance operations produced an insurance margin of 10.8% for the cumrent half year (2005 — 12.9%). The
decline in the insurance margin was attributable t¢ the competitive price pressures and small inflationary pressures on the claims
costs, especially home input costs.

Gross written premiums decreased by 0.7% to $1,923 million (2005 - $1,936 million),

(i) Australian commercial lines insurance operations

The commercial lines insurance operations produced an insurance margin of 25.4% for the current half year (2005 — 18.4%). The
increase in the margin over the prior period was due to a strong performance by the short-tail commercial lines business which
benefited from a lower incidence of large losses compared to prior periods and the continued favourable claims experience in long-
tail classes and consequent reserve releases.

Gross written premiums increased by 0.7% to $766 million (2005 - $761 million) due to strong rencwal rates despite pressures on
premium rates.

Fee based income produced a profit of $27 million (2005 - $2 million). The significant turn around was due to additional bonus
payments received by the non-risk workers’ compensation schemes in NSW and Victoria from the relevant WorkCover authorities
as a result of the improved performance. The premium funding business also continued to grow and generate profits. — ...



INSURANCE AUSTRALIA GROUP LIMITED AND SUBSIDIARIES
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DIRECTORS’ REPORT
Operating and financial review (continued)

(iii} Imternational insurance operations

New Zealand insurance aoperations: o
The New Zealand insurance operations produced an insurance margin of 9.0% for the current half year (2005 — 18.6%), in hight ofa
soft cycle in commercial business and a slowing New Zealand economy. The strong result in 2005 was achieved against a backdrop
of unusually favourable weather and a firmer price environment.

Gross written premiums decreased by 6.9% to 3460 million (2005 - $494 million}, the reduction being emirftly attributable to the
lower average NZ dollar exchange rate during the current half year compared to the corresponding prior period. In New Zealand
deilar terms, the New Zealand operations achieved growth in gross written premiums of 0.3%.

Thailand insurance operations:

The IAG Group acquired IAG Insurance (Thailand) Ltd (formerly Royal and Sun Insurance Alliance (Thailand) Ltd) on 4 July 2005
and Safety Insurance Public Company Limited (“Safety Insurance™) on 31 March 2006. Gross written premium for the current half
year was $79 million (2005 — $16 million) with a combined ratio of 98.4% (2005 — 77.7%). The IAG Group has identified and
implemented initiatives to capitalise on growth opportunities in the Thailand insurance market, including introducing new products,
skills, technology and distribution strategies.

AmdAssurance, Malaysia:
On 10 March 2006, IAG completed its acquisition of a 30% stake in AmAssurance. Under the principles of equity accounting, IAG
recognised 30% of AmAssurance’s profit as a share of profits from associates in the income statement. This amounted to $3 million
for the current half year.

Reinsurance operations:

The international reinsurance operations represent third party business underwritten by [AG Re Labuan and Alba (Lloyd’s syndicate
4455). Both businesses commenced operations in July 2006 and their resuits include set up costs with modest eamed premiums.
Gross written premiums were $13 million for the current half year.

European operations:

The IAG Group entered the European insurance market on 29 September 2006 via the acquisitions of Hastings Direct Insurance
Services Limited (“Hastings”) and Advantage Insurance Company Limited (“Advantage™). Hastings is a personal lines broker
operating for close to 10 years. Advantage is a Gibraltar based and licensed underwriter which has had common ownership with
Hastings for about 4 years. It only writes motor insurance (including motorcycle) and sources most of its premium from Hastings as
a panel underwriter.

The European operations also generated fee income from the broking business in the United Kingdom.
Gross written premiums for the current half year since acquisitions was $83 million,

Captive reinsurers:

The Captive reinsurers act solely as the JAG. Group’s reinsurer assuming risk from other parts of the business and obtaining
reinsurance protections for the tAG Group in the open market. The insurance result decreased by $28 million to a loss of $3 million
in the current half year. As previously discussed, the Captive’s financial performance has been allocated to the Australian personal
and commereial lines, New Zealand and Thailand insurance operations and International reinsurance operations.

(¢} Corporate and investments
Investment income on corporate and equity holders’ funds (net of investment expenses) decreased by 51.9% to $166 million. The
decrease was due to the lower investment returns by all the major asset classes, particularly Australian equities, in the current half

year.

Net corporate expenses have increased by $8 million (10.4%) to $85 million. This increase was mainly attributable to the increase
in borrowing costs by $5 million in the current half year due to the funds raised for the acquisitions of Hastings and Advantage.
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INSURANCE AUSTRALIA GROUP LIMITED AND SUBSIDIARIES

DIRECTORS® REPORT

Operating and financial review (continued)
Review of Financial Condition
{a) Financial position

(i) Assets:

The total assets of the IAG Group as at 31 December 2006 are $18,761 million (30 June 2006 — $16,972 million). The increase is
mainly attributable to the acquisitions of Hastings and Advaniage during the current half year and the funds were raised for the
acquisition of Equity Insurance Group (*EVG™) (which was completed in January 2007). The funds raised were as follows:

e issue of ordinary shares of $737 million (net of expenses); and
e issue of GBP subordinated term notes 1o the face value of $625 miltion (GBP 250 million).

Other factors contributing to the increase in total assets were:

the acquisition of Alba in July 2006;

net profit generated from operations of $382 million during the current half year; and

the impact of the stronger NZ dollar exchange rate as at 31 December 2006 compared to the corresponding exchange rate
as at 30 June 2006 on New Zealand assets,

These increases were offset to some extent by the payment of the 2006 final dividend of $255 million in October 2006.

(ii) Liabilities:

The total liabilities of the [AG Group as at 31 December 2006 are $14,244 million (30 June 2006 — $13,301 milifon) with the major
component being general insurance liabilities of $10,679 million (30 June 2006 — $10,430 million), which includes the effect from
the acquisilions of Advantage and Alba during the current half year. The increase in other liabilities is mainly attributable to the:

issue of GBP subordinated term notes to the face value of $625 million (GBP 250 million);
impact of the stronger NZ dellar exchange rate as at 31 December 2006 compared to the correspending exchange rate as at
30 June 2006 on New Zealand liabilities; and

* increase in reinsurance premium payable is due to an advance payment in June 2006 and the recognition of a catastrophe
cover for the 2007 calendar year in December 2006.

The increases were offset to some extent by decreases in employee benefits provisions as a result of staff bonuses for the 2006
financial year being paid in September 2006 and the increase in actuarial gains on the defined benefit plan during the current half
year.

(5ip) Equiry:
Equity was mainly impacted by the following activities during the current half year:

Increase:
¢ issue of ordinary shares of $737 million (net of expenses and income tax); and
e net profit of $382 million. -

Decrease:
+  payment of the 2006 final dividend of $255 million.



INSURANCE AUSTRALIA GROUP LIMITED AND SUBSIDIARIES
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DIRECTORS' REPORT

Operating and financial review (continued)
(b) Cash from operations

(i) Cash flows from operating activities:

Cash flows from operating activities have increased by 21.3% 1o $199 million. The increase is mainly attributable to the cash ﬂo»ys
generated from the newly acquired entities, Hastings and Advantage (in Scptember 2006), IAG Re Labuan (in July 2006), }-\[.b‘a (in
July 2006) and Safety Insurance (in March 2006). Excluding the impact of net cash inflows of $35 million from these acquisitions,
cash flows from operating activities remaincd consistent with prior period, with the following factors offsetting each other:

Increases:
o decrease in income laxes paid due to catch up payments in the prior period; and
s decrease in reinsurance expense paid due to timing of payments,

Decreases:

s premiums received decreased due to the impact of weaker average New Zealand exchange rate on New Zealand premiums
received in the current half year and reduction in prices due to the very competitive pricing environment experienced in the
Australian direct personal lines business and changes to the NSW CTP scheme with the introduction of the Lifetime Care
& Support Scheme;

» decrease in reinsurance and other recoveries received compared to prior period which included recoveries for attritional
storm losses; and

e decrease in interest and trust distributions received.

(i} Cash flows from investing activities:

Cash flows from investing activities have decreased by $722 million to an outflow of $130 million. The decrease is largely
attributable to the net cash outflow of $268 million for the acquisitions of subsidiaries during the current half year and investing
$294 million from the net proceeds from the issue of the GBP subordinated term notes in short term investments. )

(iii) Cash flows from financing activities:
Cash inflows from financing activities have increased by $1,537 million to $1,055 million. This increase is attributable to:

$350 million short term bank loan raised for the acquisition of Hastings and Advantagg;
$619 million raised from the issue of GBP subordinated term notes (net of discount);

repayment of the short term bank loan and the perpetual subordinated joan totalling $352 million compared to a repayment
of NZD senior term notes of $46 million in 2605;

$732 million raised from the issue of ordinary shares (net of transaction costs); and

net infllow of $7 million from the issue of units in IAG controlled trusts in the cwrent half year compared 1o a net
redemption of $161 million in 2005.

These were offset to some extent by an increase in dividends paid of $25 million.

(c) Capital adequacy / minimum capital requirements

The {AG Group minimum capital requirement (“MCR”) multiple, calculated by applying APRA standards for individual licensed
insurers to the relevant consolidated results, is 2.39 times as at 31 December 2006 (30 June 2006 ~ 1.83 times). The significant
increase in the MCR multiple is mainly attributable to the capital and subordinated term notes raised in December 2006 in relation

1o the acquisition of EIG (which was completed in January 2007). On a proforma basis, ignoring the capital raised to fund the

acquisition of EIG, the MCR multiple would have been 1.86 times at 31 December 2006 assuming the acquisition had happened on
this date. .

The multiple remains above the TAG Group's current benchmark multiple of 1.55 times MCR.

Further information on the IAG Group’s result and review of operations can be found in the 31 December 2006 Investor Report on
the Company’s website, www.iag.com.au.

Lead auditor’s independeace declaration under section 307C of the Corporations Act 2001

The lead auditor’s independence declaration is set out on page 6 and forms part of the Directors’ report for the half year ended 31
December 2006.
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INSURANCE AUSTRALIA GROUP LIMITED AND SUBSIDIARIES

DIRECTORS' REPORT

Events subsequent to reperting date
Details of mattcrs subsequent to the end of the half year are set out in note 15. These include:

e  declaration of an interim dividend of 13.5 cents per sharse;

s acquisition of Equity Insurance Group, a United Kingdom based general insurance business and insurance broker; and

¢ issue of new shares through JAG Share Purchase Plan.
Dividends
Details of dividends declared are set out in note 7.
Rounding of amounts
Unless otherwise stated, amounts in the financial report and Directors’ report have been rounded to the nearest million dollars. The

Company is of a kind referred to in the class order 98/100 dated 10 July 1998 issued by the Australian Securities & Investments
Commission. All rounding has been conducted in accordance with that class order.

Signed at Sydney this 22nd day of February 2007 in accordance with a resolution of the Directors.
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LEAD AUDITOR'S INDEPENDENCE DECLARATION

UNDER SECTION 307C OF THE CORPORATIONS ACT 2001
TO THE DIRECTORS OF INSURANCE AUSTRALIA GROUP LIMITED

1 declare that, to the best of my knowledge and belief, in relation to the review for the half year ended 3! December 2006 there have
been:

(a) no contraventions of the auditor independence requirements as set out in the Corporations Act 2001 in relation to the review;
and

(b) no contraventions of any applicable code of professional conduct in relation to the review,

KPMG
KPMG

Brian Greig
Partner

Sydney
22 February 2007
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INSURANCE AUSTRALIA GROUP LIMITED AND SUBSIDIARIES
CONSOLIDATED INCOME STATEMENT FOR THE HALF YEAR ENDED 31 DECEMBER 2006

CONSOLIDATED

31 Dec 31 Dec

Notes 2006 2005

Sm $m

Premium revenue 3{a) 3,369 3,320
Reinsurance expense 4(a) (214) (209)

Net premium revenue  {i) 3,155 3,111
Claims expense 4(a) (2,231) (2,245)
Reinsurance and other recoveries 3(a) 198 259
Net claims expense  (ii) (2,033) (1,986)
Acquisition costs 4(a) (568) (542)
Other underwriting expenses 4{a) 207 (186)
Fire service levies A(a) (103) (123)
Underwriting expenses _(iii) (378) (851)
Underwriting profit (i) + (ii) + (iii) 244 274
Investnient income on assets backing insurance liabilities 3(b) 184 202
Investment expenses on assets backing insurance liabilities 4(a) ®) N
Insurance profit 420 469
Investment income on equity holders’ funds 3(b) 185 352

Other income 3(c) 145 101
Share of net profit of associates 3(d) 3 -
Finance costs 4(a) (50) (45)
Corporate, administration and other expenses 4(a) (164) (133)
Net income attributable to minority interests in unitholders’ funds 4(a) ) (11
Profit before income tax 528 733
Income tax expense (146) (220)
Profit for the period a2 513

Profit for the period attributable to:

Equity holders of the Parent 345 461
Minority interests 37 52
Profit for the period 382 513
31 Dex 31 Dec

2006 2005

cents cents

Basic carnings per ordinary share 6 21.42 28.94
Diluted earnings per ordinary share 6 21.30 28.76

The above consolidated income statement should be read in conjunction with the notes to the financial statements.



INSURANCE AUSTRALIA GRQUP LIMITED AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET AS AT 31 DECEMBER 2006

e e —_—————————— S ——

CONSOLIDATED
31 Dec 30 Jun
Notes 2006 2006
Sm $m
Assels
Cash and cash equivalents 1,855 718
Investments 8 9,988 9,929
Premium receivable _ 1,600 1,652
Trade and other receivables m 764
Receivables from related bodies corporate 4 4
Current tax assets 5 !
Reinsurance and other recoveries receivable on outstanding claims 804 908
Prepayments 48 25
Deferred levies and charges 132 126
Deferred reinsurance expense 286 221
Deferred acquisition costs 589 591
Deferred tax assets ) 192 159
Property, plant and equipment 291 257
Investment in joint ventures and associates 76 74
{ntangible assets 228 57
Goodwill : 1,692 1,486
Total assets . 18,761 16,972
Liabilities
Trade and other payabies 729 743
Reinsurance premiums payable 253 166
Restructuring provision - 10
Current 1ax liabilities 92 83
Unexpired risk liability 5 H
Uneamed premium liability 3,631 3,503
Minority interests in unitholders’ funds 319 305
Lease provision 20 21
Employee benefits provision 159 207
Deferred tax liabilities 19 40
Outstanding claims hability 7,043 6,916
Interest-bearing Liabilities 9 1,970 1,296
Total liabilities 14,244 13,301
Net assets 4,517 3671
Equity
Share capital : . 10{a) 4,000 - 3,263
Treasury shares held in trust 10(b) (39) (40)
Reserves 10{c) 11 (6)
Retained earnings 10(d) 372 274
Parent interest 10 4,344 3,491
Minority interests 10(e) 173 180
Total equity 10 4,517 3.671

———Th¢ above consolidated balance sheet should be read in conjuncticn With the notes to the financial statements,



INSURANCE AUSTRALIA AND SUBSIDIARIES
T AOTRALIA Y

CONSOLIDATED STATEMENT :D INCOME AND EXPENSE
FOR THE HALF YE

=SSR ALK YES CEMBER 2006

—

ncome and €Xpenses recognised directly in equity duringh-t“

Actuarial £ains and ( losses) on defined bepefit plans
Net movement i foreign Currency translation reserve
Net movement in hedging reserve

Vesting of share based remuneration

Acquisitions of minority interest in subsidiaries

Total net lncome and (expense) recognised directly jn eiu—ni
Profit for the period

Total recognised income and expense for the period

Total recognised income and €xpense for the period attribur;
Equity hoiders of the Parent
Minority interests

Total recognised income and txpense for the period

CONSOL[DATEDD
Dec 31 Dec
312006 2005
Sm $m
14 8
s 3
; (4
-* -
(5) il
21 7
182 513
403 520
365 469
38 51
a03 320

* Rounds to zero.

Other movements in equity arising from fransactions with equity
1o.

The above consolidateq Statement of Yecognised income and expense shread in conjunction with the n

stalements.

in their capacity as equity holders are set out in note

otes to the financial




INSURANCE AUSTRALIA GROUP LIMITED AND SUBSIDIARIES

CONSOLIDATED CASH FLOW STATEMENT FOR THE HALF YEAR ENDED 31 DECEMBER 2006

CONSOLIDATED
31 Dec 31 Dec
Note 2006 2005
$m Sm
Cash flows from operating activities
Premium received 3,387 3,325
Reinsurance and other recoveries received 297 321
Claims costs paid (2,327) (2,223)
Reinsurance expense paid (196) {254)
Dividends received 48 58
Interest and trust distributions received 19 204
Finance costs paid (60) (59)
Income tax refunded 1 7
Income tax paid {(195) (313
Other operating receipts 642 632
Other operating payments (1,589) (1,540)
Net cash flows from operating activities 199 164
Cash flows from investing activities
Net cash flows on acquisitions of subsidiarics 1 {268) 29
Procecds from disposal of investments and property, plant and equipment 10,984 9,757
Outlays for investments and property, plant and equipment acquired (10,819) (9,105)
Repayment of premium funding loans 209 229
Advances of premium funding loans (236) (260)
Net cash flows from investing activities {130) 592
Cash flows from financing activities
Proceeds from issue of ordinary shares 750 -
Outlays for purchase of treasury shares - -
Proceeds from issue of trust units 579 446
Outlays for redemption of trust units (572) (607)
Proceeds from borrowings 969 -
Repayment of borrowings (352) (46)
Transaction costs arising on issue of ordinary shares (18) -
Dividends paid to IAG equity holders (255) (231)
Dividends paid to minority interests (46) (44)
Net cash flows from financing activities 1,058 (482)
Net movement in cash held 1,124 274
. Effects of exchange rate changes on balances of cash held in foreign currencies 13 3
Cash and cash equivalents at 1 July 718 456
Cash and cash equivalents at 31 December © 1,855 733

Note (i): Cash and cash equivalents represents cash on hand and in banks, deposits at call and money market investments readily

convertible to cash within two working days, net of bank overdraft.

The above consolidated cash flow statement should be read in conjunction with the notes to the financial statements.
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INSURANCE AUSTRALIA GROUP LIMITED AND SUBSIDIARIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF YEAR ENDED 31 DECEMBER 2006

Note 1. Statement of significant accounting policies

Insurance Australia Group Limited (*IAG”, “Company” and *Parent”) is a publicly listed company limited by shares, incorporated
and domiciled in Australia. Its registered office and principal place of business is Level 26, 388 George Street, Sydney, NSW 2000.
The consolidated half year financial report of the Company for the half year ended 31 December 2006 comprises the Company and
is subsidiaries (referred to as “IAG Group” and “Consolidated entity”).

This general purpose half year [inancial report was authorised by the Board of Directors for issue on 22 February 2007,

This half year financial report does not inchude all of the notes normally included in an annual financial report. Accordingly, this
report should be read in conjunction with the annual report for the year ended 30 June 2006 and any public announcements made by
the Company during the half year reporting period in accordance with the continuous disclosure requirements of the Corporations
Act 2001,

(a) Statement of compliance

This general purpose financial report for the half year reporting periad ended 31 December 2006 has been prepared in accordance
with the Corporations Act 2001, Australian Accounting Standard AASB 134 Interim Financial Reporting, the recognition and
measurement requirements of other applicable Australian equivalents to International Financial Reporting Standards (“AJIFRS™),
Other authoritative pronouncements of the Australian Accounting Standards Board and the Australian Securities Exchange Listing
Rulcs.

International Financial Reporting Standards (“IFRS”) refer to the overall framework of standards and pronouncements approved by
the International Accounting Standards Board (“IASB”). IFRS forms the basis of AIFRS being the Australian Accounting Standards
adopted by the Australian Accounting Standards Board. This half year financial report of the Consolidated entity complies with
IFRS.

The current IFRS standard for insurance contracts does not include a comprehensive set of recognition and measurement criteria.
The 1ASB continues 1o work on a project to issee a standard that does include such criteria. Until the issuance of that standard, the
financial reports of insurers in different countries that comply with IFRS may not be comparable in terms of the recognition and
measurement of insurance contracts.

{b) Basis of preparation of the financial report

The accounting policies adopted in the preparation of this financial report have been consistently applied by all entities in the
Consolidated entity and are the same as those applied for the annual report for the year ended 30 June 2006 unless otherwise noted.
These financial statements have been prepared on the basis of historical cost principles, as modified by certain exceptions, with the
principal exceptions being the measurement of all investments and derivatives at fair vaiue and the measurement of the outstanding
claims Jiability and related reinsurance and other recoveries at present value,

The presentation currency used for the preparation of this financial report is Australian doliars.
The balance sheet is prepared using the liquidity format in which the assets and liabilities are presented broadly in order of liquidity.
(i) Australian Accounting Standards issued but not yet effective ’

As at the date of this financial report, there are a number of new and revised accounting standards on issue with mandatory
application dates afler the end of this current half year reporting period. None of those standards have been early adopted and
applied for the first time during the current half vear reporting period. The standards that have not been early adopted and that are
relevant to current operations are:

*  AASB 7 Financial Instruments: Disclosures mandatorily applicable for the first time to the 30 June 2008 financial report.
This standard was issued in conjunction with AASB 2005-10 which makes a number of consequential amendments to other
standards arising from the issue of AASB 7. The changes will impact only on annual financial report disclosures,




INSURANCE AUSTRALIA GROUP LIMITED AND SUBSIDMARIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF YEAR ENDED 31 DECEMBER 2006

Note 1. Statement of significant accounting pelicies {continued)

(b) Basis of preparation of the financial report (continued)

(ii) Changes in accounting policies

There have been no changes in accounting policics which have a material financial impact made during the half year reporting
period.

(i1i) Reclassifications of comparatives

Centain iteras have been reclassified from the Consolidated entity’s prior period's financial reports to conform 1o the current period’s
presentation.

(iv} Rounding

Amounts in this financial report have been rounded to the nearest million dollars, unless otherwise stated. The Company is th_e lﬁind
of company referred o in the class order 98/100 dated 10 July 1998 issued by the Australian Securities & Investments Commission.
All rounding has been conducted in accordance with that class order.

Note 2. Critical accounting estimates and judgements

In the process of applying the significant accounting policies, certain critical accounting estimates and assumptions are used, and
certain judgements are made.

The estimates and related assumptions are based on experience and other factors that are considered 10 be reasonable, the results of
which form the basis for judgements about the carrying values of assets and liabilities. Actual results may differ from these
estimates. The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimates are revised, and the future periods if relevant.

The areas where the estimates and assumptions involve a high degree of judgment or complexity are:

s Insurance contracts related:
o Claims;
o Reinsurance and other recoveries on outstanding claims; and
o Liability adequacy test;

»

s Other
o Intangible assets and goodwil! impairment testing;
o Share based remuneration; and
o Defined benefit superannuation arrangements.

The determination of the financial impact of each of these areas on the financial performance and position for the current reporting
period has involved estimates and assumptions based on judgements. The judgement has been applied in a manner not inconsistent
with that used for the annual report for the year ended 30 June 2006,

The accounting judgements made during the half year reporting period that did not invalve estimations, including determination of
the existence of control when entitics are not wholly-owned and the classification of leases as either operating or finance leases, are

considered to have had no significant impact on the amounts recognised in the financial report (31 December 2005 and 30 June 2006
- nane).




INSURANCE AUSTRALIA GROU

-i3-

LIMITED AND SUBSIDIARIES

NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF YEAR ENDED 31 DECEMBER 2006

CONSOLIDATED
31 Dec 31 Dec
2006 2005
Sm $m
Note ). Analysis of income
(a) General insurance revenue
Gross written premium 3,324 3,207
Movement in uncamed premium liability 45 113
(iross premium revenue 3,369 3,320
Direct premium revenue 3,363 3,319
Inwards reinsurance premium revenue 6 1
Premium revenue 3,369 3,320
Reinsurance and other recoveries revenue 198 259
Total general insurance revenue 3,567 3,579
(b) Investment income
Dividend revenue 3 47
Interest revenue 188 192
Trust revenue 36 12
261 251
Net changes in fair values of investments '
- Realised net gains and (losses) {11) 44
- Unrealised net gains and (1osses) 119 259
Total investment income 369 554
Represented by:
lovestment income on assets backing insurance liabilities 184 202
Investment income on equity holders' funds 185 352
369 554
(¢) Other income
Fee based revenue 145 101
Total other income 145 101
(d) Share of net profit of associates 3 -

Total income

4,084

4,234




INSURANCE AUSTRALIA GROUP LIMITED AND SUBSIDIARIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF YEAR ENDED 3] DECEMBER 2006

CONSOLIDATED
31 Dec 31 Dec
2006 2005
$m $m
Note 4. Analysis of expenses
(a) Expenses as presented in the income statement
Reinsurance expense 214 209
Claims expense 2,231 2,245
Acquisition costs 568 542
Other underwriting expenses 207 186
Fire service levies 103 123
Investment expenses on assets backing insurance liabilities 8 7
Finance costs 50 45
Corporate, administration and other expenses 164 133 °
Net income attributable to minority interests in unitholders’ funds 11 1
Total expenses 3,556 3,501
¢b) Analysis of expenses by function
Generat insurance business expenses 3,323 3,305
Corporate and administration expenses 233 196
Total expenses 31,556 3,501

(c) Other items

relevant in explaining the results for the half year
reporting period:

Insurance protection tax levied by the NSW State Government 10 11

|
|
|
Disclosure of the following items is considered
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INSURANCE AUSTRALIA GROUP LIMITED AND SUBSIDIARIES
NOTES TO THE FINANCIAL STATE S FOR THE HALF YEAR ENDED 31 DECEMBER 2006

CONSOLIDATED
31 Dec 31 Dec
2006 2005

cenis cents

Note 6. Earnings per share
Basic earnings per ordinary share 2142 28.94

Diluted earnings per ordinary share 21.30 28.76

(i) The basic earnings per ordinary share excludes the treasury shares held in trust from the denominator of the calculation, but
includes earnings altributable 1o those shares in the numerator, to comply with AASB 133 Earnings per Share. 1f the amounts
relating to those shares are excluded from both the numerater and denominator, the basic eamings per ordinary sharc for the half
vear ended 31 December 2006 would be reduced to 21.30 cemts (31 December 2005 - 28,77 cents).

31 Dec 31 Dec
2006 2005
Sm $m
(a) Reconciliation of earnings used in calculating earnings per share
Profit for the period 382 513
Profit attributable to minority interests (37 (52)
Profit attributable to equity holders of the Parent which is the earnings used in
calculating basic and diluted earnings per share 345 461
31 Dec 31 Dec
2006 2005
Number of Number of
shares shares
millions millions
(b) Reconciliation of weighted average number of ordinary shares used in
calculating earnings per share
Ordinary shares on issue 1,616 1,601
Treasury shares held in trust . 9) (9
Weighted average number of ordinary shares used in the calculation of basic
earnings per share 1,607 1,592
Weighted average number of dilutive potential ordinary shares relating to:
— Rights issued under the Performance Share Rights Plan -* 1
— Unvested share based remuncration rights supported by treasury shares held
in trust 9 9

Weighted average number of ordinary shares used in the caleulation of diluted :
earnings per share 1,616 1,602

* Rounds to zcro.

Note (i): The weighted average number of ordinary shares used to calculate the basic eamings per share includes an additional
7 million shares that are deemed 10 be bonus shares. These deemed bonus shares were issued in response to the $750 million
institutional placement (completed on 12 December 2006) and the $125 million share purchase plan (completed on 31 January
2007) as these capital raisings were considered to be issued at a discount compared to the relevant market price and accordingly
these shares are decmed to contain a bonus element. These deemed bonus shares are considered to have been issued on 1 July 2005

(being at the beginning of the corresponding prior period presented in these financial statements) and thus have a retrospective
dilutive effect on the basic eamings per share.

At 31 December 2006, there remained 0.1 million vested Performance Sharc Rights on issue (31 December 2005 — 0.2 million).
The following matters are relevant 1o the determination of the weighted average number of ordinary shares:

*  The reset preference shares are not considered to be dilutive potential ordinary shares even though they may convert into

=  The reset exchangeable securities on issue by JAG Finance (New Zealand) Limited, a wholly-owned subsidiary of IAG,

are not considered to be dilutive potential ordinary shares because the contingent conversion conditions were not met at the
reporting date.
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NOTES TO THE FINANCEAL STATEMENTS FOR THE HALF YEAR ENDED 31 DECEMBER 2086

Tax rate for

Cents Total franking  Perceniage
per share  amount Payment date credit franked
m
Note 7. Dividends
{a) Ordinary shares
Recognised in half year ended 31 December 2006
2006 final dividend " 160 255 9 October 2006 30% 100%
Recognised in year ended 30 June 2006
Special dividend 12.5 201 26 June 2006 30% 100%
2006 intcrim dividend 13.5 215 10 April 2006 30% 100%
2005 final dividend 14.5 231 17 October 2005 30% 100%
647

It is standard practice to declare the dividend for a period after the relevant reporting date. In accordance with the relevant
accounting policy, a dividend is not accrued for until it is declared and so the dividends for a period are generally recognised and
measured in the financial reporting period fotlowing the period 1o which the dividend relates.

A special dividend was paid to equity holders during the financial year ended 30 June 2006 as a return of excess capital in line with
the commitment {o ensure capital is managed efficiently. The total special dividend is presented inclusive of transaction cosis of
$1.3 million.

(b) Dividend reinvestment

A Dividend Reinvestment Plan (“DRP”) is operated which allows equity holders to elect to receive their dividend entitlement in the
form of 1AG shares. The price of DRP shares is the average share market price, Jess a discount if any (determined by the Directors)
caleulated over the pricing period (which is at least five trading days) as determined by the Directors for each dividend payment
date. The price of DRP shares for the half year ended 31 December 2006 includes no discount (year ended 30 June 2006 — no
discount). The !5.5 million shares allocated to equity holders participating in the DRP for the half year ended 31 Decernber 2006
were purchased on-market (year ended 30 June 2006 — 29.5 million shares, including 8.7 million shares relating to the special
dividend).

(c) Dividend not recognised at reporting date

In addition to the above dividends, the following dividend was declared afier the reporting date but before finalisation of this half
year financial report and has not been recognised in this financial report.

Tax rate for
Cents Total Expected franking  Percentage
per share amount payment date credit franked
2007 interim dividend 13.5 237 16 April 2007 30% 100%

The dividend was declared on 22 February 2007. The Company’s dividend reinvestment plan (“DRP”) will operate by issuing new
ordinary shares to participants. The interim dividend will be fully underwritten such that the shorifall in the DRP take-up will be
underwritten. The last date for the receipt of an election notice for participation in the DRP in relation to this interim dividend is 14
March 2007.



INSURANCE AUSTRALIA GROUP LIMITED AND SUBSIDIARIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF YEAR ENDED 31 DECEMBER 2006

CONSOLIDATED
31 Dec 30 Jun
2006 2006
$m $m
Note 8. Investments
(a) Listed
Money market securities
- Australian government and semi-government 1412 1,893
- Foreign government, semi government and institutions 877 867
- Financial institutions and corporate 159 151
Equity and trust securities
- Australian 1,442 1,961
- International 253 597
5,143 5,469
(b) Unlisted
Money market securities
- Foreign government, semi government and institutions 136 12
- Financial institutions and corporate 4,303 4,140
Equity and trust securities
- Australian 233 160
- international . 173 148
- 4,845 4,460
9,988 9,929

During the half year reporting period the JAG Group reduced its sensitivity to equity markets, following changes to its strategic
asset allocation and investment strategy which have resutted in an increase in cash and fixed interest securities to about 55% of
invested equity hotders’ funds,

The change in asset allocation reflects a combination of:
» The asset management team choosing 1o reduce the portfolio exposure to equities within the tolerances provided in the
IAG Group’s various asset mandates;
Recognition of increasing charges for equity holdings mooted by Standard & Poor’s in recent pronouncements; and
Reviewing the JAG Group’s asset allocation in conjunction with its earnings profile as the IAG Group continues to expand
its portfolio of business outside of Australia and New Zealand.

There has been no change to the asset allocation for the assets backing insurance liabilities.

CONSOLIDATED
31 Dec 30 Jun
Notes 2006 2006
Sm $m
Note 9. Interest-bearing liabilities
(a) Composition
Unsecured
NZD senior term notes (i) 44 41
Receivables refinancing debt {i1) 20 -
Derivatives related to USD subordinated term notes (ii3) 104 95
Subordinated term notes (iv) 299 299
USD subordinated term notes (iii) 304 323
Eure / USD floating ratc notes (v) 48 -
GBP subordinated term notes (w) 615 -
Reset preference shares (vii) 550 550
Perpetual subordinated loan (viii) - 2
Less: capitalised transaction costs e (14) R ¢ L)

1,970 1,296




INSURANCE AUSTRALIA GROUP LIMITED AND SUBSIDIARIES

NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF YEAR ENDED 31 DECEMBER 2006

CONSOLIDATED
31 Dec 30 Jun
Notes 2006 2006
$m $m
Note 9. Interest-bearing liabilities (continued)
{9 Reconciliation of movements
Balance at the beginning of the financial period 1,296 1,331
New issues
GBP bank loan raised for acquisitions of subsidiaries (vi) 350 -
Issue of GBP subordinated term notes 615 -
Euro /USD floating rate notes and receivables refinancing
debts acquired on acquisitions of subsidiaries 7 -
Repayments
Repayment of GBP bank loan (vi) (350) -
Repayment of tranche of NZD senior term notes - {46)
Repayment of perpetual subordinated loan 2) -
Other movemenis
Foreign exchange movement on USD subordinated term
notes (19) 8
Foreign exchange movement on cash flow hedge 19 (8)
Other fair value movement on cash flow hedge (10) 7
Other foreign exchange movements (3) (3)
Discount on GBP subordinated termn notes (3] -
Transaction costs capitalised during the financial period 4) -
Amortisation of capitalised transaction costs 3 7
Balance at the end of the financial period . 1,970 1,296

{c) Significant terms and conditions

(1) The NZD senior term noles were issued through [AG (NZ) Holdings Limited’s medium-term note programme. NZ$100 million
of notes were issued at a discount, with NZ$50 million that matured and was fully repaid in August 2005 and NZ$50 million to
mature in August 2008. They are fixed rate notes (7.25% payable semi-annually) with the principal and interest flows denominated
in New Zealand dollars. Amounts are translated into the cquivalent Australian dollars using the reporting date exchange rate. The
primary difference between the Australian dollar equivalent of the face value of the notes at inception and the carrying value is due
to foreign exchange rate movements.

(i) Hastings Insurance Services Limited has entered into a receivables financing agreement for a minimum period of three years
commencing 8 November 2005. The facility under the agreement is GBP 15 million with an interest rate of the published base rate
of Barclays Bank PLC plus 1.25%.

(iti) The USD subordinated term notes have a face value of US$240 million and were issued at par by NRMA Insurance Funding
2003 Limited (a wholly-owned subsidiary of Insurance Australia Limited). They are fixed rate notes (5.19% payable semi-
annually) with the principal and interest flows denominated in US dollars, which are hedged with cross currency swaps and interest
rate swaps. Cash flow hedge accounting is applied for this hedge arrangement. The notes mature in April 2015, however, they may
be redeemed at par at the issuer’s option from April 2010 onwards, subject to the approval of APRA. If the notes are not redeemed
in April 2010, all notes become floating rate notes with an interest rate of the three month London Inter-Bank Offer Rate plus a
margin of 2.04% per annum. The notes qualify as Lower Tier 2 capital for the purposes of Insurance Australia Limited’s APRA
regulatory capital position.

(iv) The subordinated term notes have a face value of $300 million and were issued at a discount through Insurance Australia
Limited’s debt issuance programme with $250 million at & fixed rate and $50 million at a floating rate. The notes mature in
November 2012, however, they may be redeemed at par at the issuer's option from November 2007 onwards, subject to the
approval of the Australian Prudential Regulation Authority (*APRA™). If the notes are not redeemed in November 2007, atl notes
become floating rate notes_with an interest rate of the three month Bank Bill Swap Rate plus a margjn_of 1.58% per annum. The
notes qualify as Lower Tier 2 capital for the purposes of Insurance Australia Limited's APRA regulatory capital position.




INSURANCE AUSTRALIA GROUP LIMITED AND SUBSIDIARIES

NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF YEAR ENDED 31 DECEMBER 2006

Note 9. Interest-bearing liabilities (continued)

(¢) Significant terms and conditions (continued)
(v) The Euro / USD floating rate notes comprise three issues:

+ Notes with a face value of EUR 12 million and were issucd by Empire Equity Limited. They are senior variable rate notes
with an interest rate of the threc month Euribor rate plus 4.25%. The notes mature on 7 September 2025 but are
redeemable at the option of the issuer from 7 September 2010.

» Notes with a face value of EUR 12 million and were issucd by Advantage Insurance Company Limited. They are
subordinated variable rate notes with an interest rate of the three month Euribor rate plus 3.95%. The notes mature on 23
December 2025 but are redeemable at the option of the issuer from 23 December 2010.

* Notes with a face value of USS8 million and were issued by Advantage Insurance Company Limited. They are
subordinated variable rate notes with an interest rate of the three month US dollar Libor rate plus 3.95%. The notes mature
on 23 December 2023 but are redeemable at the option of the issuer from 23 December 2010,

(vi} The GBP subordinated term notes were issued with face vatie of GBP250 million (equivalent to $625 million at date of issue)
by the Company and were issued at 2 discount. They are fixed rale notes (5.625% payable annually) with the principal and interest
flows denominated in GBP. Amounts are translated into the equivalent Australian dollars using the reporting date exchange rate.
The primary difference between the Australian dollar cquivalent of the face value of the notes at inception and the carrying value is
due to foreign exchange rale movements. The notes mature on 21 December 2026 (non-callable for the first ten years). If the notes
are not redeemed by 21 December 2016, all notes become floating rate notes with an interest rate of the three month GBP Libor rate
plus 1.61%. The notes qualify as Lower Tier 2 capital for the purpose of the APRA’s regulatory capital position.

The notes were issued to UK institutional investors as part of the funding of the acquisition of Equity Insurance Group and
repayment of the short-term bank loan of GBP140 million (equivalent to $350 million) which was raised to fund the earlicr
acquisitions of the Hastings and Advantage insurance operations.

(vit) The reset preference shares (“*RPS™) are a hybrid security with characteristics of both debt and equity. The securities were
issued in two tranches referred to as JAGPA (issued June 2002) and JAGPB (issued June 2003) with the first reset date for each
tranche being 15 June 2007 and 15 June 2008 respectively. IAG may, prior to any reset date, make changes to certain terms (such
as the next reset date, the market rate, the margin and the frequency and timing of the dividend payment dates) which will apply
from the day afier the relevant reset date. The RPS rank in priority to ordinary shares for the payment of dividends and in the event
of a winding up. In a winding up, all RPS will rank equally for return of capital behind all other creditors of TAG, and ahead of
ordinary shares. The RPS do not carry voting rights at general meetings, except in limited circumstances.

The RPS entitle the holder to a preferred, but not cumulative, distribution (currently 5.80% per annum for TAGPA and 4.51% per
annum for IAGPB). The distributions are payable semi-annually in arrears on 15 December and 15 June and are able to be franked.
The distributions are expected to be fully franked and if a distribution is unfranked or partialty franked, the distribution will be
ncreased to compensate for the unfranked component. Because of the hybrid nature of the securities, distributions on the RPS are
not the same as interest payments and may not always be paid, as there are s number of conditions that must be met before a
distribution can be paid. If distributions are not paid on the RPS, no dividends can be paid and no returns of capital can be made on
ordinary shares unless IAG takes certain actions.

The RPS may be exchanged by IAG or the holder on a reset date, by the holder upon a specified trigger event (such as change in
control of IAG by a takeover bid), or by IAG on a tax event (such as a more than insignificant increase in taxation costs), regulatory
event (such as not all of the RPS being entitled to be treated as Tier 1 capital for regulatory reporting purposes) or following certain
takcovers or schemes of arangements. While the holder may initiate an exchange, 1AG is able to select the method of exchange
being cither conversion into ordinary shares, arranging for a third party 10 acquire the shares for their face value, or to redeem, buy-
back or cancel the shares (subject to APRA approval). The RPS convert into ordinary shares that would rank equatly in all respects
with all other ordinary shares. All conversions into ordinary shares, other than a holder requesting conversion on a reset date, will
receive a discount of 2.5% of the ordinary share price used in calculating the number of ordinary shares to be issued on conversion.

(viii) Thg perpetual subordinated loan was repaid during the half year ended 31 December 2006. The loan was between Mutual
Community General Insurance Proprietary Limited, a non-wholly owned subsidiary, and the minority interest equity holder in that
company. The loan carried a fixed rate of interest.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF YEAR ENDED 31 DECEMBER 2806

CONSOLIDATED CONSOLIDATED
31 Dec 30 Jun 31 Dec 30 Jun
2006 2006 2006 2006
Number Number
of shares of shares

Note 10. Reconciliation of total equity million million $m $m
(a)} Share capital
Ordinary shares
Balance at the beginning of the financial period 1,595 1,594 3,263 3,263
Shares issued under institutional placement 136 - 750 -
Share issue costs, net of tax - - (13) -
Shares issued under Performance Share Rights Plan o 1 - -
Balance at the end of the financial period 1,731 1,595 4,000 3,263
(b) Treasury shares held in trust
Balance at the beginning of the financial period 1ty (6) (40) (34)
Acquisition of shares - ) - (19
Shares vested and / or released to participants -+ - 1 13
Balance at the end of the financial period (8) &) (39) {40)
{c) Reserves
Foreign currency translation reserve
Balance at the beginning of the financial period (15) (6)
Net exchange difference on translation of foreign operations 4 (18)
Hedge of net investment in subsidiaries 1 9
Balance at the end of the financial period {10) (15)
Share based remuneration reserve
Balance at the beginning of the financial period 19 13
Charged to profit for the period [ 19
Transfers from the reserve upon vesting of rights / shares )] (13)
Balance at the end of the financial period 24 19
Hedging reserve
Balance at the beginning of the financial period (0 {3
Nét movements in fair value of derivatives forming hedge 9 1
Net movements in fair value recognised in the income
statement - 19 (8)
Net tax impact from movements 3) p
Balance at the end of the financial period (3) (10)
Other reserve
Balance at the beginning of the financial period - -
Additions during the period - -*
Balance a1 the end of the financial period % .
Total reserves 11 (6)

* Rounds to zero.



INSURANCE AUSTRALIA GROUP LIMITED AND SUBSIDIARIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF YEAR ENDED 31 DECEMBER 2006

CONSOLIDATED
31 Dec 30 Jun
2006 2006
$m $m
Note 19. Reconciliation of total equity (continued)
(d) Retained earnings
Balance at the beginning of the financial period 274 142
Profit attributable 1o equity holders of the Parent 345 759
Actuarial gains / (losscs) on defincd benefit plans, net of 1ax 13 21
Vesting of share based remuneration -* 8y
Acquisitions of minority interest in subsidiaries (s) -
Dividends declared and paid (255) (647)
Balance at the end of the financial period 3n2 274
Parent interest 4,344 3,491
{e) Minority interests
Balance at the beginning of the financial period 180 164
Profit attributable to minority interests 37 103
Distributions to minority interests 45) (89)
Other movements in minority interests 1 -
Business combinations - 2
Balance at the end of the financial period 173 180
Minority interests comprising:
- Share capital 126 126
- Retained eamings 47 54
- Foreign currency translation reserve -+ -*
- Unitholders’ funds - -
Minority interests 173 180
Total equily 4,517 3.671

* Rounds to zero.
(f) Notes to sections (a) to (¢) above

(i) Share capital

All ordinary shares on issue are fully paid and have no par value (the concepts of authorised capital and par value have been
abolished under Australian law). Ordinary shares entitle the holder to a vote at a general meeting of the Company and to participate
in the dividends and the proceeds on winding up the Company in proportion to the number of, and amounts paid on, the shares held.

Dividends, if declared, are subject to there being distributable profits available and not breaching APRA capital adequacy
requirements,

(i1} Treasury shares held in trust

Share based remuneration is provided in different forms to eligible employees and non-executive directors. To satisfy obligations
under the various share based remuneration plans, shares are generally bought on-market at or near grant date of the relevant
arrangement and held in trusi. Upon consolidation of the trusts, the shares held are recognised as treasury shares held in trust. The

balance of treasury shares held in trust at a reporting date represents the cumulative cost of acquiring IAG shares that have not yet
been distributed to employees as share based remuneration.
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Note 10. Reconciliation of total equity (continued)

(f) Notes to sections (a) to (¢) above {continued)

(iii) Nature and purpose of reserves

Foreign currency translation reserve

The foreign currency translation reserve records the foreign currency differences arising from the translation of the financial
posilion and performance of subsidiaries that have a functional currency other than Australian dollars.

Share based remuneration reserve
The share based remuneration reserve is used to recognise the fair value at grant date of equity-settled share based remmeration
provided 10 employees and directors over the vesting period.

Hedging reserve
The hedging reserve is used to record gains or losses on derivatives that form part of hedging relationships which have been
designated as cash flow hedges or net investment hedges.

Other reserve
Some of the overseas subsidiaries are required for various regulatory and legal purposes 10 set aside reserves from their retained
eamings. These reserves are not able to be used in the normal course of business,

(iv) Minority interests

Minerity interests represent the proportion of equity holders’ equity that is attributable to minority equity holders. Minority
interests relates to Insurance Manufacturers of Australia Pty Limited (Australia), World Class Accident Repairs {Cheltenbam North)
Pty Limited (Australia), Mutual Community General Insurance Proprietary Limited (Australia), NHCT Limited (Thailand) and
Safety Insurance Public Company Limited (Thailand). During the half year ended 31 December 2006, the Consolidated entity
acquired the minority interests in Mike Henry Travel Insurance Limited (New Zealaxd) and Clipper Club Underwriters Limited
(New Zealand).

Note 11. Acquisitions and disposals of businesses

(2} Acquisitions of subsidiaries

Details of acquisitions of subsidiaries for the half year ended 31 December 2006 are as follows:

(i) Acquisition of a United Kingdom based insurance broker and general insurance business

The Consolidated entity, effective 29 September 2006, acquired 100% of the share capital of Hastings Insurance Services Limited
(“Hastings *) and Advantage Insurance Company Limited (“Advantage™) whxch are involved in genecral insurance broking and
underwriting in the United Kingdom.

Changes have been made to bring the financial position of the acquired entities prepared in accordance with UK GAAP in line with
the significant accounting policies of the Consolidated entity including those related to the alignment of outstanding claims
liabilities and other technical liabilities. The fair value of the net identifiable asscts and liabilities acquired. from Hastings and
Advantage are provided based on the best information available as at reporting date and are subject to further adjustments, if any,
upon finalisation of the completion audit.

(ii) Acquisitions of a Lioyd 's managing agency and specialist Asian syndicate

Effective from 3 July 2006 the Consclidated entity acquired a newty-formed Lloyd’s managing agency and specialist Asian
syndicate 10 support the development and management of its expanding Asian business. The businesses operate as Alba Group Pte
Limited (“Alba”). The syndicate has access to all markets in which Lloyd’s is licensed.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF YEAR ENDED 31 DECEMBER 2006

Note 1. Acquisitions and disposals of businesses (continued)

(a) Acquisitions of subsidiaries (continued)

Details of acquisitions of subsidiaries for the half year ended 31 Decernber 2005 are as [ollows:

{i) Acquisition of a Thailand based general insurance business )

The Consolidated entity acquired all of the ordinary shares in IAG Insurance (Thailand) Ltd (“IAG Thallgnd”) (formerly Roygl ar!d
Sun Insurance Altiance {Thailand) Ltd) effective 4 July 2005, This subsidiary is involved in general insurance underwriting in
Thailand.

The key changes made to bring the financial position of IAG Thailand prepared in accordance with Thai GAAP in line with the
significant accounting policies of the Consolidated entity related to an analysis of all insurance products on offer to confirm the
status as insurance comtracts, the measurement of all investments at fair value through profit or loss, and the alignment of
outstanding claims liabilities policies. Afier those adjustments were made, there were no significant fair value adjustments required.

Details of the financial impact of the acquisitions made during the half year ended 31 December 2006 and 31 December 2005 are as
follows:

CONSOLIDATED
31 Dec 2006 31 Dec 2005
Hastings and 1AG
Alba Advantage ¥ Thailand
$m Sm $m
Purchase price:
Cash paid - 346 34
Deferred settlement 23 - -
Costs directly associated with acquisitions -* 3 2
Total purchase consideration 23 349 36
Fair value of net identifiable assets acquired:
Cash and cash equivalents - 81 6
Investments - 187 18
Receivables - 114 22
Deferred acquisition costs - 8 1
Property, plant and equipment - M 1
Payables - (78) (18)
Current tax liabilities - (3) )
Unearned premium liability - (138) (5)
Outstanding claims liability - (132) (14)
Interest-bearing liabilities - (71) -
Other : : - 23 -
- 25 10
Goodwill 23 156 21
Intangible asscts - 168 ’ S
] 23 324 26

* Rounds to zero.
Note (i): The fair value of the net identifiable assets and liabilities acquired from Hastings and Advantage are provided based on the
best information available as at reporting date and are subject to further adjustments, if any, upon finalisation of the audi1.

The goodwill is attributable to synergies expected to arise after the acquisitions. The fair value of assets and liabilities are based on
discounted cash flow models or the book values have been used as a proxy for fair value. No restructuring provisions were created.
In addition to the intangible assets recognised and disclosed in the table above, there are other intangible benefits that have been
acquired as part of the transactions. These benefits have not been recognised separately from goodwill because they were not
scparately recognisable and/or were not able to be reliably measured.
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Note 11. Acquisitions and disposals of businesses (continued)

(a) Acquisitions of subsidiaries (continoed)

The net cash flow in relation to the acquisitions is as follows:

CONSOLIDATED
31 Dec 2006 31 Dec 2005
Hastings and IAG
Alba Advantage Thailand

Sm $m $m
Cash consideration paid : -* 349 36
Cash balance acquired . - (81) (6)
Net ouiflow of cash -* 268 30
Contribution from the acquired businesses (from date of acquisition):
Income 3 93 37
Profit / {loss) before income tax (7)_ 1 1

* Rounds to zeto.

The income, gross written premium and profit of the Consolidated entity for the half ycar ended 31 December 2006 would have
been higher by $88 million, $81 million and $! million, respectively, had the subsidiaries acquired during the half year ended 31
December 2006 been consolidated from the beginning of the financiat period.

(b) Other acquisitions

During the half year ended 31 December 2006, the Consolidated entity acquired the minority interest in Mike Henry Travel
Insurance Limited and Clipper Club Underwriters Limited (half year ended 31 December 2005 — none). As these acquisitions are
not significant to the Consolidated entity, no further disclosure is provided.

{c) Disposals of subsidiaries

There were no disposals of subsidiaries during the half year ended 31 December 2006 (half year ended 31 December 2005 - none).

Note 12. Contingent liabilities and contingent assets

There have been no material changes in contingent liabilities or contingent assets since 30 June 2006,

CONSOLIDATED
31 Dec 30 Jun
2006 2006
b h
Note 13. Net tangible assets
Net ta1_1§ible assets per ordinary share 1.40 1.22

Net tangible assets per ordinary share has been determined from net assets after adjusting for minority interests, goodwill and other
intangible assets,

Note 14. Related party disclosures

The IAG Group continues operating in a shared services model with the use of dedicated units and entities to provide services
throughout the IAG Group. For further details on these arrangements, refer to the annuat report for the year ended 30_June_2006.

All transactions that have occurred among subsidiaries within the IAG Group have been eliminated for consolidation purposes.
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Note 15. Events subsequent to reporting date

As the following transactions occurred after reporting date and did not relate to conditions existing at reporting date, no account has
been taken of them in the financial statements for the half year ended 31 December 2006.

(a) Declaration ol interim dividend

On 22 February 2007, an interim dividend of 13.5 cents per share, 100% franked, was declared by the Company. The dividend will
be paid on 16 April 2007, -

{b) Acquisition of a UK based general insurance business and insurance broker

On 4 December 2006, the IAG Group announced that it would acquire the Equity Insurance Group (“Equity™). Equity is the United
Kingdom’s fifth largest motor underwriter, the eighth largest motor insurance broker and the largest motorcycle insurer. It operates
through two key businesses — Equity Insurance Brokers and Equity Red Star, Lloyd's largest motor insurance syndicate.

The acquisition was completed on 8 January 2007 upen receipt of regulatory approval. The IAG Group will consolidate Equity
from and inciuding 1 January 2007,

The total consideration for the acquisition is $1,397 million and is funded by the issue of ordinary shares, raising of long-term debt
and use of existing internal funds. Fund raisings included:

e 5750 millton of ordinary share capital issued through an institutional placement at $5.50 per ordinary shares (completed 12
December 2006);

e GBP250 million (3625 millien) of GBP subordinated term notes placed to UK institutional investors (completed 21
December 2006). GBPL140 million {($350 million) of the proceeds of the notes were used to repay the short-term bank
loans raised for the acquisitions of Hastings and Advantage;

¢  $125 million of ordinary share capital issued through a Share Purchase Plan at $5.50 per ordinary shares (completed 31
January 2007),

GBP37 miltion ($93 million) of loan notes issued; and
Sell down of $190 million of assets from existing internal funds.

In view of the very recent timing of completion, it is currently impractical to state with any certainty the fair values of the assets and
liabilities acquired for the purposes of this financial report, and so additional financial information is not provided.

(¢} Issuance of new ordinary shares through IAG Share Purchase Pian

On 31 January 2007, the Company completed the issue of $125 million ordinary share capital through a Share Purchase Plan at
$5.50 per share. Proceeds of this issue were used to fund the acquisition of Equity.



INSURANCE AUSTRALIA GROUP LIMITED AND SUBSIDIARIES
DIRECTORS' DECLARATION

Ia the opinion of the Directors of Insurance Australia Group Limited:

(a) the financial statements and notes | to 15, are in accordance with the Corporations Act 2001, including:

{i) giving a true and fair view of the financial position of the Consolidated entity as at 31 December 2006 and of its
performance, as represented by the resulis of its operations and its cash flows, for the half year ended on that date; and

(ii) complying with Australian Accounting Standard AASB 134 Interim Financial Reporting and the Corporations
Regulations 2001; and

{b) there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due and
payable.

Signed at Sydney this 22nd day of February 2007 in accordance with a resolution of the Directors.

Director




INDEPENDENT AUDITOR’S REVIEW REPORT
TO THE EQUITY HOLDERS OF INSURANCE AUSTRALIA GROUP LIMITED

We have reviewed the accompanying half year financial report of Insurance Australia Group Limited ("the Company”), which
comprises the consolidated balance sheet as at 31 December 2006, consolidated income statement, consolidated statement of
recognised income and expense and consolidated cash flow statement for the half year ended on that date, a statement of significant
accounting policies and other explanatory notes | to 15 and the directors’ declaration of the consolidated entity comprising the
Company and its subsidiaries (“Consolidated entity™) at the half year’s end or from time to time during the half year.

Directors' Responsibility for the Financial Report

" The directors of the Company are responsible for the preparation and fair presentation of the half year financial report in accordance
with Australian Accounting Standard AASB 134 Interim Financial Reporiing and the Corporations Act 2001. This responsibility
includes designing, implementing and maintaining internal controls relevant to the preparation and fair presentation of the half year
financial report that is free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting
poticies; and making accounting estimates that are reasonable in the circumstances.

Auditor's Responsibility

Our responsibility is to express a conclusion on the half year financial report based on our review. We conducted our review in
accordance with the Auditing Standard on Review Engagements ASRE 2410 Review of an Interim Financial Report Performed by
the Independent Auditor of the Entity, in order to state whether, on the basis of the procedures described, we have become aware of
any matter that makes us believe that the half year financial report is not in accordance with the Carporations Act 200! including:
giving a true and fair view of the Consolidated entity’s fmancial position as at 31 December 2006 and its performance for the half
year ended on that date; and complying with Australian Accounting Siandard AASB 134 Interim Financial Reporting and the
Corporations Regulations 2001. As auditors of Insurance Australia Group Limited, ASRE 2410 requires that we comply with the
ethical requirements relevant to the audit of the annual firancial report.

A review of a haif year financial report consists of making enquiries, primarily of persons responsible for financial and accounting
matters, and applying analytica! and other review procedures. A review is substantiaily less in scope than an audit conducted in
accordance with Australian Auditing Standards and consequemly does not enable us 10 obtain assurance that we would become
aware of all significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, which is not an audit, we have not become aware of any matter that makes us believe that the half year

financial report of Insurance Australia Group Limited and its subsidiaries is not in accordance with the Corporations Act 2001,
including:

(a) giving a true and fair view of the Consolidated entity's financial position as at 31 December 2006 and of its performance for the
half year ended on that date; and

(b) complying with Australian Accounting Standard AASB 134 Interim Financial Reporting and the Corporations Regulations
2001.

KPM Gy
KPMG

Brian Greig
Partner

Sydney
22 February 2007
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Insurance Australia Group Limited (TAG) today announced a net profit after tax of $345
million for the six months ended December 2006 (December 2005: $461 million) and an
insurance margin of 13.3% (December 2005: 15.1%). The result is a 15.8% improvement on
the previous period (June 2006: $298 million). The Board also declared an interim dividend of
13.5 cents per share (December 2005: 13.5¢ps).

The overall result was affected by lower investment returns on shareholders’ funds which decreased
to $166 million (December 2005: $345 million: June 2006: $194 million). The Group reduced its
exposure to equities in the final quarter of 2006. Despite this, IAG was able to achieve an ROE of
19.5% (or 16.8% based on normalised equity market returns).

1AG Chief Executive Officer, Mr Michael Hawker said the Group’s result showed it was back in
growth mode, and well positioned for the future,

“We've got solid momentum back in our Australian business and we’re starting to see the benefits of
our strategy to be an international general insurance group. By diversifying our risk across different
markets and insurance cycles, we expect to deliver consistent returns to our shareholders over the
long-term.” Mr Hawker said.

“Compared to the second half of last year, we’ve grown our revenue, margin and profit. We're
particularly pleased we’ve been able to produce an insurance margin of 13.3%, ahead of 12.4% in
the previous period, despite a soft cycle in commercial lines, a more competitive pricing strategy in
Australian personal lines and the removal of some premium from the NSW CTP market following
the introduction of the Lifetime Care & Support Scheme.

“In our largest business, Australian personal lines. we’re in a far better position than we were 12
months ago with a sustainable business model based on reinvigorated customer service. product-
focussed marketing and a more competitive price position. And the results are clear — renewal rates
in the direct NSW car comprehensive and home portfolios are over 93%, we're winning new
contracts from third party distributors in our indirect portfolic which increased its renewal rate to
83%. and our share of NSW CTP registrations in December was close to our June 2007 target of
38%.

“At the same time, our Australian commercial lines business delivered a strong margin benefiting
from continued favourable developments in long-tail classes and & focus on managing our
relationships well, adhering to underwriting disciplines rather than pursuing unprofitable
marketshare.

" And we’ve made real progress on our strategy to diversify our risk by becoming an international
insurance company with the acquisition of two UK-based motor insurance businesses. Hastings and
Equity. which together make us the UK"§73™ Jargest personal lines broker and 4™ largest motor
insurer by premium. This result includes the first contribution from Hastings. as well as growing
contributions from cur Thailand and Malaysian businesses.”
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On the back of this performance, the Board has declared an interim dividend of 13.5 cents per share
fully franked, in line with the previous corresponding period. The Board expecis to return to growing
its dividends when the acquired businesses make meaningful contributions to the Group's results.

The interim dividend will be paid on 16 April 2007 to sharcholders registered on 14 March 2007 (ex-
dividend date 8 March 2007). The Group has declared its intention to underwrite the April 2007
dividend as an efficient means of providing additional capital to fund potential bolt-on acquisitions.

The Group generated a return on equity (ROE) of 19.5%, or 16.8% when nonnalised for equity
market returns, up from the previous period and ahead of its target of achieving an ROE of at least
1.5 times its weighted average cost of capital.

Mr Hawker said the performance of each business reflected different market dynamics and
highlighted the importance of having a diversified business.

*“The insurance margin of the combined Australian businesses was 14.8%, an improvement on the
past two six month periods. While there was no catastrophe this period, a rumber of minor storms
cost the business a total of $125 million,

“The international business generated an insurance margin of 6.3%. This primarily reflects the
short-tail nature of the risks underwritten in these markets and carrying the costs for the start-up
stage of a number of our Asian activities. The anticipated profit from the UK businesses will add to
these results in coming periods, particularly given the signs emerging of hardening premiums in the
UK motor insurance market.”

The Group continues to maintain a very strong capital position, with a multiple of 2.39 times its
minimum capital requirement (MCR) as at December 2006. Adjusted to exclude the funding raised
for Equity which was settled in January 2007, it was 1,86 times,

Mr Hawker said looking to the second half of the 2007 financial year, the Group’s earnings base
would continue to improve.

“We're confident we’ll meet our guidance of 12-14% GWP growth for the full vear and that return
on equity will exceed our target of 1.5 times our weighted average cost of capital, subject to the
usual caveat of no losses beyond our allowances,” Mr Hawker said.

“The acquisition of the Hastings and Equity businesses, as well as growing contributions from our
Thailand and Malaysian businesses, will add greater scope to our offshore revenue potential and
we’ll continue to pursue international expansion opportunitics which meet our stringent investment
criteria. '

“While our plans to acquire 24.9% of China Pacific Property Insurance (CPPI) remain incomplete
due to complexities associated with the IPO of its parent company, China Pacific Insurance
Company (CPIC), the Group is continuing negotiations with CPIC and believes a transaction will be
consummated,”

- ends -
About Insurance Australia Group Limited
Insurance Australia Group Limited (1AG) is a leading general insurer in Australia and New Zealand,
It also has general insurance operations in the United Kingdom and Asia. Its current businesses
underwrite approximately $7.5 billion of premium per annum {including acquisitions). It employs
over 16,000 people of which over 11,000 are in Australia. Iis insurance is sold through many leading
brands including Equity Red Star and Hastings (UK), NRMA Insurance, CGU, SGIC and SGIQ
(Australia); NZI and State (NZ); and NZI and Safety (Thailand). For further information please visit
WWW.1a8.C0m.au.

© ——Maedia Relations —Investor Relations
Name Carolyn McCann Name Anne O'Driscoll
Telephene +61 2 9292 9557 Telephone +6] 2 92923169
Mobile +61411014 126 Mebile +61411 012675
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FACT SHEET

22 February 2007

IAG

Insurance
Insurance Australia Group results for : éUStfaha
rou
the 6 months to 31 December 2006 P
Summary information 6 months to | 6 monthste {6 months to’
31 Dec 2005 | 30 Jun 2006 | 31 Dec 2006
Sm $m | - 8m:
Gross written premium (GWP) 3,206 3,220 03,324
Net earned premium (NEP) 3,1 3,020 L0 3L
Underwriting profit 274 259 ool
Investment incone on technical reserves 195 115
Insurance profit 469 374
Investment income on shareholders’ funds 345 194 |-
Net profit after tax aitributable to holders of ordinary shares 461 298 |-
Group combined ratio 61.2% 91.4% |-
Group insurance margin (before tax) 15.1% 12.4% |0
Dividends per share (cents, fully franked) 13.5 160 |- =

Group highlights

¢ Strong insurance margin of 13.3% sustained, exceeding 12.4% recorded in the previous period,
despite a soft cycle in commercial lines, a more competitive pricing strategy in Australian personal
lines and the removal of some premium from the NSW CTP market following the introduction of the
Lifetime Care & Support Scheme.

s Interim dividend of 13.5 cents per share, fully franked. in line with last year’s interim dividend and
pavable on an expanded number of shares on issue. The Board expects to return to growing
dividends when the acquired businesses make meaningful contributions to the Group's results,

s Very strong capital position retained, with an APRA risk-adjusted minimum capital requirement
(MCR) multiple of 2.39 times as at December 2006. Adjusted to exclude the funding raised for
* Equity, at 31 December 2006 this was 1.86 times.

s Progressed international expansion strategy, with Asian operations contributing to the Group’s
GWP and profits for the second reporting period, and Hastings contributing for the first time. Two
acquisitions were made in the UK, while in China, the Group remains in talks over the acquisition
of a stake in China Pacific Property Insurance (CPPI).

* Return on equity exceeded internal benchmark of at least 1.5x the Group’s weighted average cost of
capital.

¢ Customer satisfaction remained high and renewal rates in the direct NSW car comprehensive and home
portfolios remained above 93%.
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Divisional highlights (for the 6 months ended 31 December 2006)

Australian Personal Insurance

The Group’s Australian personal insurance operations includes motor, home, compulsory third
party (CTP) and niche insurance, sold under the NRMA Insurance, SGIO and SGIC brands, as well
as business sold through financial institutions and other distribution partners under the CGU and
Swann Insurance brands.

Australta Parsonal Ingurance - Portfello mhx

% of GWP
e  Gross written premium:  $1,923 million
e  Net eamed premium: $1.875 million
+ Insurance margin: - 10.8%
@ Motor 48%
@ Horme 32%
aciP 15%

B Other Short Tal 5%

Australian Commercial Insurance

The Group’s Australian commercial insurance operations includes fire & industrial special risk (ISR),
commercial property, commercial motor, rural and horticultural, marine, home warranty, public liability,
professional indemmnity and workers’ compensation insurance, sold predominantly under the CGU

brand.
Austrafian Commercial Insurance - Portfolio mix
% of GWP

Gross written premium:  $766 million
Net eamed premium: $721 million
¢ Insurance margin: 25.2%

W Short Tait Commercial 61%
& Workers Comp 14%
O Lizbilty 25%

International Operations

The Group’s international operations comprise the New Zealand business (which sells personal and
commercial insurance under the State, and NZI brands) and the Group’s interests in Asia (Thailand,
Malaysia, Singapore and China) and Europe (Hastings Insurance Services and Equity Insurance Group in

lhe UK) International - Portfolio mix
% of GWP
« Gross written premivm:  $635 million
e  Net earned premium. $559 million ahotor 39%
+  Insurance margin: 6.3% \Home Wk
. acTP 8%

O Cther Short Tail 6%
@ Short Tai Commercial 27%
B Rensurance 2%

Group Outlook for FY07
» The Group expects to generate premium growth of 12-14% for the full year and that return on

equity will exceed our target of 1.5 times weighted average cost of capital, subject to the usual
caveat of no losses beyond our allowances. The two UK businesses acquired, together with interests
in Thailand and Malaysia, will add greater scope to the Group’s offshore revenue potential.

« Expansion opportunitics which meet the Group’s stringent investment criteria will continue to be
pursued. T -
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Continuous service delivery and product
improvements enhance customers’ experience

= The Group's commitment to improving customer satisfaction was recognised by a 3% uplift in the
Customer Satisfaction Index' (for the Australian direct portfolio). from 80% to 83% over the period.

*  QOur New Zealand business also recorded an increase in its direct customer satisfaction score from
86% to 87%, and its broker satisfaction score improved from 84% to 91%, compared to the same
period last year. |

Enhancing service delivery

Over the past six months, we have focused heavily on improving our service delivery, in order to
enhance customer experience. Some of these activities are set out below.

Australian Personal Lines .

* Introduced an innovative method for repairing dents in vehicles, which is estimated 10 have improved
customer turnaround time from 2 — 3 weeks to 2 — 3 days, saving the Group around $4 million in
repair costs;

» Increased capacity in our Care & Repair centres; and

s Continued development of a process 10 minimise the number of calls customers make for smail,
straightforward claims — with the aim of just one call.

Australian Commercial Lines

* Improved training for CGU’s intermediaries, with online training and an improved resource Jibrary;

» Researched ways to reduce processing times, to increase delivery efficiencies to intermediaries and
enable more efficient data management and access nationally;

*  Launched “cgu.live”, a workers’ compensation interface that allows employers to obtain quoles,
purchase cover and print cover notes, and lodge injury notifications on-line. This is a first for the
industry, following recent regulatory changes facilitating such access; and

» Launched a web-based application for crop insurance, which allows intermediaries to self-manage
insurance cover on over 2.6 ntillion hectares of crops.

Recognition for customer and community focus

* In October, CGU’s Farm Risk Radar product was awarded a National Safety Award of Excellence for
its industry leading work on improving farm safety. A risk radar product has also been developed for
Motor Fleet, and another is under development for the SME market.

* In January, IAG was acknowledged as one of the world’s 100 most sustainable corporations, one of
only three Australian companies to be named. The award recognises how effectively companies
manage their environmental, social and governance risks and opportunities, relative to their peers.

! The customer satisfaction index measures end to end customer experience when enquiring, Laking out, rencwing or making a claim for direct
personal insurance. Customer satisfaction levels are determined by a third party through telephone interviews with a random sample of customers
contacled.
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INSURANCE AUSTRALIA GROUP LIMITED

ABN 40 090 739 923
Directory

Stock Exchange Listings of the Group |

Aushalian Stock Exchange Limited
ASX code for ordinary shares: IAG

ASX codes for reset preference shares: IAGPA [Listed June 2002) and IAGPS (Listed June 2003}

ASX code for Reset Exchangeable Securilies: IANG (Listed January 2005}

Investor information/Administration

Computershare Investor Services Ply Limited
452 Johnston Street, Abbotsford VIC 3067
Or by mailto

GPO Box 4709

Melhourne VIC 3001

Telephone: 1300 360 688

Email: iag@computershare.com.au
Facsimile: {03) 9473 2470

Websile: www.iag.com.au

Investor Relations {

Email: investorrelations@iag.com.au
Ms Anne O'Driscoll
Head of Investor Relations & Capital Planning

Telephone: +61 29292 3169
Facsimile: +61 29292 3109
Email; anne.o'driscoll@iag.com.au

Registered Office |

Level 26, 388 George Street
Sydney NSW 2000
Telephone: +61 2 9292 9222

Key dates for shareholders - proposed calendar of events*

Interim dividend - ordinary shares

Ex-dividend dote

Record daie

Payment date .

Payment date for IANG quartery distribution

Payment date for JAGPA, IAGPB and IANG distributions
Anncuncement of full-year results tc 30 June 2007

Final dividend - ordinary shares

Ex-dividend date

Record date

Payment date

Payment date for IANG quarterly distribution

Annual General Meeting

Payment date for IAGPA, IAGPB and IANG distributions
Announcement of half-year results — 31 December 2007

8 March 2007
14 March, 2007
16 April 2007
15 March 2007
15 June 2007
24 August 2007

30 August 2007

5 September 2007
8 October 2007

17 September 2007
13 November 2007
17 December 2007
21 February 2008

*These dates are indicative dates only and are subject to change. Any change will be announced on ASX.
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1. Introduction

Financial Results/Ratios Half-year Holf-yeor Hall-year Hali-year
ended ended ended ended

Jun 05 Dec 05 Jun 04 Dec 0é

Financial Overview

Hoday 10)S3AU] 20HL

Profit altibutable 1o hoklers of ardinary shares (AYm)

Reporied ROE % (Av g Equity) 10 holders of ordinary equity pa
Normaksed ROE % [Av g Equity) 10 holders of ordinary equity pa
Investment income on shareholders funds (A$m)]

$r94f
$212
18.73{"

18.62] . 203

Net cash flow from operations (Abm)
Basic EPS [cents)

Diluted EPS [cents)

DPS {excluding special dividend)]
Group Generad hsurance

GWP {ASmMY)

tnsurance profit (AFm)

Loss ralio
Expense ratio

Commissian ratio

Administra lion expense ratio
Combined ratio
Insurance margin
Capital Strength
Probability of adequacy of
generalinsurance claims reserv s ‘ : 1 _
MCR multipie - Group 200x} 204)(5 1.83x 1. 239,

» The Group increased its profit attributable to the holders of ordinary equity in this period
by 15.8% to $345m relative to 2HD4. ROE! of 19.5% is a solid result in an environment of
lower premium prices and remains above the Group's long-term sustainable goal of q |
minimum of 1.5x WACC (approximately 15%). ‘

» Net cash flows of $199m are broadiy in line with the prior period and 14% chead of 1HQ4.
» Earnings per share of 21.422 per share are up 14% on the prior period. |

> The interim dividend per share has been mainicined af the same level as 2006 but is
payable on the expanded number of shares on issue. This is in accordance with the
guidance provided to shareholders since August 2006. Having successfully completed
two acquisitions during the period, the Group expects to return 1o growing ifs dividends |
when the newly ccquired businesses make meaningful condributions to the Group's |
results.

» The growih in gross written premium (GWP) in the period reflects improved volumes in the
Group's existing business together with three months of GWP from the UK acquisition of
Hastings. It includes the volume growih in the Group's key direct NSW comprehensive
motor insurance portiolio and is a good result in the context of:

+« The ongoing soft markel conditions in commercial lines; ;

+ The decision of the Group in 2H06 to re-base its comprehensive motor insurance
pricing in its largest market in NSW so that it is priced very competitively relative to
other major insurers and thus regenerate growth in this portfolio; and

¢ The changes in the NSW CIP scheme which reduces the premiums underwritten by
the private sector.

I ROE has beemrcoiculated excluding the equily capital raised in December 2006 for-the-purchase of
Equity Insurance Group. The purchase was compleled in January 2007,
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? The EPS for the comparative periods have been restated due to an AIFRS requirement under which
deemed bonus shares issued in the recent placement have to be kected as if issued throughout the
comparative periods.
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1.1

1.2

The Group's insurance margin increased to 13.3% from 12.4% in 2H06. Key compenents of
the increase include:

s Loweriosses from large storms. 2HD6 included Cyclone Larry; and
¢ Ongoing strong performance by the Group's long-tail classes,
which more than offset:

« The dampening of maorgins from lower prices in commercial lines and motor
insurance; and

e The Asian international businesses growing as a proportion of the fotal and, being
predominantly short-tail, earning lower average margins.

Net income from fee based business increased to $26m from $2m in 2H06 and a loss of
$1min 1HO6. This is largely attributable to performance bonuses received in the workers’
compensation management business. While the level of bonuses may not be sustainable,
the Group's profits from fee based businesses are set to conlinue to expand following the
acquisition of the Hastings and Equity Insuronce brokerage businesses in the UK. Going
forward, the Group wilt provide more information on this area of the business in view of ifs
increasing significance.

Balance sheet strength

The Group maintains a very strong balance sheet. As at 31 December 2006:

e The Group's net assets fotalled $4,517m versus $3.67 1m as at 30 June 2006, Excluding
minarity interests, the net assets attributable to holders of ordinary equily were
$4,344m, an increase of $853m from 30 June 2006. The increase includes $737m,
ofter costs. of new shares issued in December 2006 as part of the funds for the
acquisifion of Equity Insurance Group that was completed in January 2007. The
remaining increase represents the profit for 1H07 less the dividend of $255m paid in
October 2006;

e Total debt of $1.970m, including APRA regulatory tier 1 hybrid capital of $550m.
represents 31.2% of the Group's lotal capitalisation versus 27.1% ond 26.5% as at 30
June 2006 and 31 December 2005, respectively:

» The APRA risk adjusted MCR multiple was 2.39x compared fo 1.83x in June 2006 and
2.04x as at 31 December 2005. This includes $1.352m ($737m of ordinary equity and
$615m of subordinated debt) raised in December 2006 for the Equity Insurance
Group acquisition. Excluding this, the multiple would be 1.86x;

e The Group also maintains $550m of fully funded contingent capital off balance
sheel. If the Group exercised its conversion rights to Tier 1 capital, this would increase
the Group's MCR multiple by 0.30x; and

. Reinsurcncé recoverables of $533m represent only 2.8% of total assets and 11.8% of
net assets. '

The ratio of short-tail to Ic.mgAtcil insurance based on GWP remains al 81:19, in line with the
Gioup's larget of 80:20. This was set as a measure of risk appetile as long-tail business is
inherently more risky and volatile.

After payment of the 13.5 cents per share interim dividend, the Group will still have
franking credits of $445m available 1o support future fully franked distributions of $1.085m
and expects to be able to fully frank dividends for the foreseeable future.

Operating environment

The insurance market in Australia and New Zealand remains very competitive and this is
expected fo confinue in @ markel where returns above the cosl of capital continue to be
reported.

Reductions in pricing are stil prevalent in the commercial sector. The pace of rate
reductions has eased as pricing on some classes or segments reaches levels at which a
number of insuters_are refusing to write the business but there is no sign yei.of the cycle
tuming and the reliance on continved strong performance of long-iail classes is
increasing.
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» The personal lines morkets remain quite rational with ongoing vigorous competition and
advertising but pricing appearing reasonable overall. Claims frequency on moeior and
CTP remain near historic lows.

’ While there were no catastrophic losses during the period, there were a number of
significant storms. In Australia and New Zealand, these cost approximately $125m gross,
an increase of 37m on 1H04. Costs were lower than 2H06, which included Cyclone Larry.

» The Group's Asian businesses — in Thaiiand and Malaysia — continued to experience
higher growth rates than Australia and New Zedland but the rate of growlh was
dampened by the sensilivity to fuel prices in those motor-dominated insurance markets.
In both markets higher fuel prices led to falls in demand for motor vehicles and
consequent reductions in the market value of vehicles, the key determinani of premiums
there.

woday 10)saau| LOH L

» The UK molor insurance markel has been experiencing a soft cycle on the back of
increased competition in the last couple of years. As anticipated prior to the Group's
recent acquisitions, pricing in this market appears to have reached the botlom of the
cycle and s now rising.

1.3 [International expansion

»  The Group made two significant acquisitions in Europe duning 1HG7, both UK operations:

« The Haslings business — a leading molor insurance broker with an underwriler - was
acquired in early Octiober 2006, References to Hastings in this document generally
include Advantage, the underwriter. Three months of its resulls are included in the
THO7 resulls; and

s The acquisition of Equity Insurance Group was announced on 4 December 2006 and
completed in January 2007. Its results are not included in the 1HO7 results.

» information on both of these businesses is provided in Section 4 of this report.

» The Group also completed its acquisition of the Alba insurance operations, the acquisition
of which had been announced in June 2006.

» The Group has not compieied its acquisition of o stake in China Pacific Property
Insurance Company Limited {CPPI}. Draft contracts were agreed for approval by the
relevant Chinese parfies in July 2006, However, issues in Ching, including complications
being experienced by CPPI's parent, CPIC, as it prepares {o float, have led to delays. The
timing of resolution of these issues and any impact on the Group's proposed investment
are now unclear. However, the Group remains in active discussions with CPIC with a view |
to completing its invesiment in CPPI and is committed to participation in the Chinese
insurance market and will continue to pursue oppoertunities to fulfil this geal in o
sharehotder accretive manner.
» In line with ils strategy. the Group also centinues to investigate and pursue other

international expansion opporfunifies to grow its insurance operatfions and remains
focused on molor insurance led propositions. .

1.4 Outlook

» The Group remains on frock to meet its full year GWP growth guidance of 12-14% for FY07
and to deliver a retum on equity {normalised) of at least 1.5 times weighted average cost

of capital.
» The Australian and New Zealand businesses are well positioned to confinue to deliver
quality returns in competlitive markeis.

»  The acquisitions of Hastings and Equity are on frack to be cash earnings per share
accretive in 2H07, providing both growth and etornings.

3 The Group continues to investigate potential bolt-on acquisition opportunities, both in the
countries in which it is operating and in other regions, to progress its sirategy of growing
and diversifying ifs earnings streams in a shareholder accretive fashion.
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1.5

Difference in reporting format to statutory financial statements

wilh effect from | July 2006, the Group has re-classified the results of ifs captive reinsurers.
Rather than allocating the result of the captives directly against the reinsurance expense
of the relevant operating divisions {as occurred in FY06), the caplive operalions are
allocated on a line by line basis 1o better reflect the underlying inter-segment revenue
and expenses.

The comparalives disclosed in this report have been restated on this basis. Appendix E 1o
this report provides schedules of prior year comparatives on both the current and
previous basis of reporting.
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2. Consolidated Group Half-year Results :

Insurance
Australia Group

noday 101saAU] JOHL

General Insurance Corporate & investments

Insvrance Aushalia Group Limited Australia International  Corp & Inv't  Half-yea: Half-year Haif-year
ended ended anded

Dec 04 Jun 04 Dec 05

‘ T ASm , ASm~ ASm ) T TASm
Gross written pramium 2,689 635 324" 3229 [ U3gee,
Gross earnad pramivm 2,750 419 - - E‘—&% 3.217 4 B 3,321’.)_
Reinsuronce {154) (60} - % i 19637 = (209}
Netpremivm ravenue 259 55¢ 1543158 30 BEREEE
tiat claims oxpanse {1.672) 1341} -DoEpsdE  nms 13.985) |
Cammission espense 1201} (57) Qe VLA (250) -~ - ['254!
Underwriling sxpeanse [4%7) {122) B & &9 (5971} = {598} H
Underwilting proflf 224 18 : 259
Investmen: income on technicatreserves 159 17 e/ 15
Insuiance profit 345 35 : 374
Hel coiporale expenses - 121 bl {17}
' Amoriisotion ’ - - ; (2)
Interest - - F lj [41)
Share of profit from associales - 3 ] 2
Profil /{ioss) from fee based businesses 27 ()
Invesiment income on sharehalkders funds - -
NSW Insuranca Protection Tax - -
Protil before income tax 412 3t

Income tax aspense

Profii after income tax
Hinority intarests: IMA & MCGI
Prafit atktbutable to |AG shareholders

Easic earnings ped shore (cenis)
Diluted earnings per share (cents)
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2.1 iInsurance margin

Expense ratio Loss ratio
30 0% 26.8% 27.4% 28.0% 27.8% oo 65.5% 54.3% 66.4% 65.4%
250% 4.0%] 60 %
200% 50 0%
15 0% 40 0%
30 0%
10 0% 200%
5 0% 10 0%
00% — 00%
2HO5 1H0S 2HD6 1H07 2H05 1HOE 2H0B 1HO7
w Adminestration rato » Commssion rato 1 FSL Loss Rato 500 LOSS rato
Combined ratlo Insurance margin (befere tax)
100 0% 92.2% 9M1.7% 94.4% 93.2% 16 0%
90 0% 140%
Boow 12 0%
T00%
60 0% 100%
soms BO%
40 0%
a0 0% 60%
200% 40%
100% 2 0%
Co%
2H)5 1HOG 2HD8 THO? Co%
m Combwiad RAIO = iryrunised Comined Rato 2H05 1HO6 2HE 1HO7

»  The THO7 insurance result of $420m. and an insurance margin of 13.3%, reinforces the
resilience of the Group’s operations when one considers th2 environiment in 1HO7.

»  The Australion general insurance business accounts for $385m of this insurance result,
representing an insurance margin of 14.8%. This is 1.9% higher than the 2H06 margin and
0.3% higher than the 1HOé margin. This result encompasses a number of factors including:

« Continued favourable development in long-tail classes relative to the prior peried
reserving assumptions;

* Lower prices in all commercial lines due to the current soft cycle in property classes
and the improved performance of liability classes;

+ Reduced margins in direcily distributed short-tail personal insurance, This followed a
decision 10 use some of the Group's higher margin relative to key competitors to re-
position the price of comprehensive car insurance in NSW fo be very competlitive
relative to other major insurers, and thus stem losses in volume incurred in FY06 and
establish a more sustainable competitive position. This has begun 16 generate the
desired gutcome with volumes increasing in FH07; and ’

+« A number of storms which, in aggregate, cost $125m, compared lo lotal storm costs
of $23tm in 2H06 - which inctuded $165m for Cyclone Lairy.

r  The international business, which only had full year results for the New Zealand operations
and NZI Thailand in FY06, now includes the results of the following additional inteinational
businasses:

«  Full six months results from Thailand's Safely Insurance which was consolidated from
March 2006;

« The Alba business, acquired in July 2006, and IAG Re Labuan which commenced
operalions in July 2004; and

+« The Hasting and Advantage businesses acquired in October 2006.
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The inteinational business generated an insurance profit of $35m. representing an
insurance margin of 6.3%. This was $10m below 2HD6 and $51m below 1H06, mainly
driven by:

e Lower profits In New Zealond which contributed $39m in 1HOZ. This was largely in-line
with 2H0é but behind 1HO6 by $47m. Unusucally benign wealther in New Zealand
during the 1HO6 winter was the key driver in that half-year.

¢ The Asian Division contributed $5m in 1HOZ, up from $1m in 1HG6 and $2m in 2HO4.
The increase was mainly due to ihe full-six month inclusion of the Thai Safety business;

« The Asian reinsurance operations generated a loss of $9m, essentially due to start up
costs; and

» The confribution from Hastings and Advantage was minimal as the resulis were only
included for one quartey.

Premivms

For 1HO7, GWP of $3,324m grew by 3.7% on 1HRé and 2.9% on 2H0é.

The growth in GWP in 1HO7 was mainly atfributable to the contribution from recent
international business acquisitions.

The soft commercial cycle continued to put pressure on premivm growth in Austrafia,
New Zeatand and Asiqa.

In the Australion personal lines, the key factor was ihe re-basing of the NSW
comprehensive car insurance pricing to improve its competitive positioning.  This
contributed to growth in volume but lower average premiums in this key portfolio. Home
insurance pricing confinued to increase, although more slowly than in prior periods, on
the back of contfinued claims cost increases.  CTP premium rates in NSW reduced
following the inkoduction of a new compensation structure for the catastrophically
injured funded by government levies rather than private sector premium.

New Zealand GWP remained in line with the prior period in New Zealand dollar terms with
growth in other areas offsetting softer commercial pricing. However. the weaker $NZ
dollar average exchange rate during 1HO/ meant lower reported premiums in Australian
dollar terms.

The other international businesses generaled $175m of GWP, an increase of $126m
compared with 2H06, both from growth in the That businesses acquired in FY06 and the
new businesses acquired during 1HO7.

In 1HO7, the reinsurance expense increased by $18m on 2H04. As a proportion of gross
earned premium, it has increased from 6.1% in 2H04 to 6.3% due fo:

* Increases in the aggregate exposures as the business grows:
s Ratfe decreases in GWP which are larger than those achieved in reinsurance pricing;
* Higherreinsurance cessions in the Asian operations; and

e« Increased quota share reinsurance participation by some third parly distributors in
“{he indirectly distributed Australian Personat Lines.

Net eamed premivm increased from 2H06 by 4.4% to $3,155m foliowing the trend in GWP.

Claims
The net claims expense of $2.033m in 1HO7 increased by $118m from $1,915m in 2HD6.
The key movements were:

« The consolidation of newly acquired businesses increased claims expense by $84m in
1HO7;

¢ Reduced releases from long-tail claims provisions. In Australian Commercial Lines the

releases were-inHine-with the experience in 1H0é; S
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+ A number of storms which, in aggregate, cost $125m, compared to total storm costs
of $231m in 2H04 - which included $165m for Cyclone Larry. Storm costs in 1HO6 were
$114m;

e« lLower benelits in THQY from increases in the discount rates applied to claims reserves
as o result of increased interest rates. The reductions in the nel clagims expense as o
result of this were $30m in 1HOZ, $91m in 2H06 and $16m in 1HO4; and

*« The increase in the immunised loss ratio to 65.4% from 64.3% in 1HO6 reflects these
factors and the lower premium rates in force in commaercial ond Australian motor
insurance.

2.4 Insurance operating expenses

» The commission expense ialio has remained relatively consistent wilth the prior periods at
8.2%.

’ Compared to 2HD6. the underwriting and administration expense ratio increcsed
marginally to 16.3% from 16.2%, while the fire service levy ratio reduced by 0.2% to 3.3%.

» Excluding movemenis in fire service levies, the underwriting and administration expenses
of the Australian business were vitually contained at the 2H06 level (an increase of only
$2m). In New Zealand, systems development expendiiure drove higher costs, as did o
provision agaoinst deferred acquisition costs.

2.5 Corporate expenses

» Corporate costs increased to $20m in 1HO7, up $3m on 2H06. The increase largely reflects
costs incurred in pursuing offshore business development opportunilies.

2.6 Amortisation

» The amoriisation expense has increased 1o $7m from $2m in 2H06 as a result of
commencing amortisation of identifiable intangibles from acquisitions in 1HOY.

2.7 Interest

» The $9m increase in injerest expense from 2H0é to $50m reflects interest paid on debt
raised during the period for the acquisition of the Hastings and Advantage businesses in
the UK.

2.8 Share of profits from associates

» The share of profits from associates arises from the Group's 30% inlerest in AmAssurance in
Malaysia. It increased to $3m in 1HO7 from $2m in 2H06.

2.9 Profits rom fee based business

» The profits from fee based businesses increased 1o $2ém in the period. The key driver of
this was $14m of bonuses received from the Victorian workers’ compensaiion authority.

»  Profits from fee based businesses are set to grow substantially following the acquisition of
the broking businesses in the UK — Haslings and Equity.

2.10 NSW Insurance Protection Tax

»  The NSW Government's Insurance Protection Tax (IPT], levied on shareholders since the
HIH failure in 2001, remains in force and costs the Group's shareholders approximately
$21m per annum. The legisiation prohibits the recovery of this levy from policyholders
and, for this reason, it is not included in the insurance profit.
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2.11 Investment returns

> Investment income on {echnical reserves increased o $176m from $115m in 2H0é. the
piimary difference was higher capital Josses incured in 2H06 on revaluation of the
investiments reflecting the greater increase in interest rates experienced in 2HDS versus

1HO7.

» Investment income on shareholders’ funds of $166m was lower than both 2H0S ($194m)
and 1HO6 {3345m). This reflects:

Hoday Joiseau) LOHL

+ A lower exposure to equity markets in the portfolios. Beilween September and
November, the Group reduced ifs exposure to equity markets for the Australion and
New Zealand cperations from 80% 1o 45%. Thus, while equily markel returns, both
locally and internationally, performed strongly in the last quarter of 1HO7, the Group
had reduced its exposure 1o this;

e For the first time since THO3, the overall aclive return from the Group's fund managers
was negative. The alpha was a loss of $31m compared with profits of $61m in 2H06
and $32m in 1HO6;, and

¢ Lower invested funds in the portfolio following the special dividend in June 2006 and
ulilisation of funds in the Group's operations.

2.12 Tax expense

» The effective tax rale was 27.7% for 1H07, a reduction of approximately 2.8% from 2HD4,
reflecting ihe lower overall effective lox rates of the Group's international operations.
increasing amortisation ‘expenses for acquired identifiable intangible assets will put
uvpward pressure on the effective tax rate in 2H07.
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3. Austhalian General Insurance

Half-year Half-year Half-year Half-year
ended ended ' ended ended

J“un 11 Jun G4 Dac 04

-
I
L=
~J
3
v}
&
[~}
=
X
[i]
-]
[=]
-

Gross written premium 2,843 2497 2,703 2,487
Gross earned premium 2,753 2,794 2,706: 2,750
Reinsurance expense (167)] . {152) (141)§ {154}
Net premivm revenue 2,586] 2,6?19 2545 2,596
Net claims expense (1.727) (1.616) {1,672}
Commission expensa {204)}. {206} {200y
Underwriting expense [495) (5131}« {497).
Underwriting profit 140 230§ - 224§
Invesiment income on technical reserves 237 1004 - i,S‘?‘j
Insyrance profit 397 330 385

Prafit from fee based business (23]
Total Austratia result 372
Insurance ratios

Loss ratio 64.4%

Expense ratio 27.0%( 28.1%! 265%

Com mission ratio 79%| 8.0% i“ - 7.8%

Adm inistration ratio 19.0% 20.0% I 19.1%"

* Combined ratio 93.8% ?1.1%! "91.3%

Insurance margin (before tax} 15.3% 12.9%] 14.8%.

Expense ratio 46 0% toss ratie

. . y % 86.5% %

won . 20% 27.4% 28.1% 26.9% oow | 66.9% 65.5% 65.6%
25 D% 50 0%
20 0% 20 0%
40 0%
15 0% 30 0%
10 0% 20 0%
50% 10 0%
Q0% 00%

m Combmed Ratip == immunsed Combned Rato

»  The Australian insurance portfolio compaosition is 72% Australian personal lines and 28%

Ausiralian commercial lings. During 1HO7, the Australion insurance business generated

—insurance profits of $385m and an insurance margin of 14.8%. -Thiswas largely in line with
1HOé and an improvement of $55m, or 1.9% in insurance margin tenms, on 2H06.

2HOS 116 2HDG 7 2HY5 1H06 2+H06 1H)? -
m Adrnistration rabo & Commission ratc wFSL Loss Ratic nsed LoSS fab0 5
=
Combined ratio . Insurance margin (before tax) 7]
¢’}
16 0%

1000% 92.0% 92.9% 94.6% 92.5% o 2
%0 0% )
80 0% 20% a
T00% 10 0% &
80 0% o
50 0% 8o% 3
40 0% 6 0% =

h-

30 0% 40% [
20 0% |
100% 20% 3

=
00% . 0.0% - . < g
2HI5 1HOB 2H06 1HOT 2HOS 1HDG 2HDG 1407 N
»
[o1]
4
o
L=
o
0w
<
-
[
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’ The mix of profit contribution of each line of business has ¢changed between the half-year
periods reflecling the different dynamics within each division and the advantage of
having a diverse book. Both segments are experiencing underlying margin pressure due
lo lower average prices but continuing 1o benefit from long-tait Claims rends being belter
than anticipated. The provision of $165m for the costs of Cyclone Larry in 2H06 was key to
ihe relative underperformance of that half-year. In IHO7 there has been no such
catastrophic loss but continued high frequency of storms is a feature of the results while
commercial lines benefited from lower than normal individual large tosses.

3.1 Auvustralian Personal Lines

Hall-year  Half-year  Hall-year Half-year
Australian Personal Lines ended ended ended ended
Jun 05 Dgc 0s 7 VJun 04 Dec 04

Gross writen premium

Gross earned premium 1.7

Reinsurance expense (66)
Netptemium revenue 1.851 1%
Net claims expense {1.227)
Commission expense {124}3;
Underwriting expense ] (359)¢
Underwriting profit g 1415!
Investment income on technical reserves ] [
Insurance profit

insurance rafios
Loss ratio
Expense ratio
Commiyission ratio
Admiinistration ratio
Combinedratio
Insurance margin [before tax)

Expense ratio Loss ratio

0% 246% 24.8% 26.1% 24.9% 0% ¢ T0.6% 69.0% 63.7% 70.9%
' 70.0% - .
5 0%
o 60.0%
200% 50 0%
150% 400%
300%
10.0% 0
20 0%
50% 100%
00% b 0 0%
2HD5 tHO® HE 1HO7 2HD5 THOE 2HD6 1Ha7
m Admnisiraton rao & Commizsion ralo uFSL = . Loss Ralo rised LOSS 340
Combined ratio Insurance margin {bafore tax}
120 0% 16.0%
1
«000% 95.2% 93.6% 94.8% 95.8% 14 0%
12.0%
20 0%
100%
&0 0% 20%
400% 6D0%
4 0%
200% 20%
e 0% 00% =
2H05 1HO6 ZHe8 1HB7 2H05 1HD6 2406 347

s Combned Rato === mmunised Combned Ratc
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3.1.1 Overview

» The Austrafian Personal Lines business produced on insurance result of $203m and an
insurance margin of 10.8%. Whilst a strong margin, this resull is below 1H06 and 2H06 by
$43m and $15m respectively.

3.1.2 Premiums

»  GWP of $1.923m was in line with the prior period and marginally below 1H06. This belies
the fact that the risks in force in the direct portiolio (about 74% of GWP} grew during 1HO7
Qs

1 + Changes io the NSW CTP scheme effective | Oclober 2006 have reduced the
‘ premium by $13m; and

e A5 a consequence of the Group's decision to re-base the pricing of its direct motor
comprehensive book to improve its competitive posilion relative to other major
insurers in NSW and the changes in car buying praciices (to smaller vehicles) and
values, the average premium in force for direct motor nationally is now 2.6% betow
the 1HDé level. It is in line with the average in 2H06; offset to an extent by

¢ Increased home insurance GWP, both directly and indirecily distribuied.

»  While still feeling the effects of the volumes lost in the NSW direct business during FY06, as
there has been a smaller in-force portfolio on which renewals are offered, the higher
renewal rates susicined for many months and good volumes of new business are
enabling the portfolio to recover and it is now positioned for further growth:

*» Renewal rates in the direct NSW comprehensive car and home portiolios — which
account for approximately 36% of all Austration Personal Lines premium - remained
over 93% fhrough-to end of 1HOZ;

* The CTP NSW share of monihly registrations has recently increased to 37 .8%;

+ The Queensiand and Wastern Australia direct portfolios have conlinued to grow well
? ’ in 1HO7 and in each of the prior comparative periods; and

« The indirect portiolio's renewal rate improved to 85% in 1HO7 from 82% in 2H04 and
1HO6.

» The indirect portfolio has won new third party distibutor contracis which offse! the
confracts which expired in FY06. These should confribute to further growth from 2H07
onwards. The increase in sales of motorcycles in the market also provides opportunities
as Swann is a leader in this segment of the market.

» Based on the limited availobility of public industry-wide statisfics for personal fines
products olher than CTP, the Group estimales its share of the potential national motor
insurance market as at June 2006 (the latesi available statistics from APRA} was 38% of
privale motor vehicte insurance and 37% of householders insurance. In iis largest market

- of NSW, the Group's share of the.private motor and the householders markets were both
about 50% using these stalistics. The latest I1SA statislics to December 2006, which only
include the direcily distibuted business, support the Group's view that its market shares in

' home and motor, nationally and in NSW, have stabilised and have started fo grow in
recent months.

+ The Group's market share in CTP in NSW and Queensland improved during 1HO7. The
Group continues 1o be the sole underwriter in the Australian Capital Territory,  In N3W the
Group is on target to have a 38% market share of registrations by the end of 2H07. For
the monih of December 2004, its share of registrations was 37.8%. in Queensland, the
market share of registrations as at 31 December 2006 was 3.1%, compared with 2.5% as
at 30 June 2006.

»  The Group's Single Customer View [SCV] custiomer relationshic management sysiem,
infroduced in the direct business in November 2005, has facilitated sales staff being better
equipped to crosssell and up-sell. The proportion of direct comprehensive motor
insurance policies and direct home insurance policies with additional options has
windscreen cover and car hire for motor insurance and accidenial damage, fusion and
domaestic workers' compensation for home insurance.
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CTP premiums have reduced following the introduction of the Life Time Care and Support
(LTCS) provisions by the NSW Goveinment. Under these provisions, the costs ot caring for
those people catastrophically injured in motor vehicle accidents will be bome by the
NSW Government, regardless of where the fault for the accident is ailribuied. The
funding of these costs is from a levy on CIP policyholders which is collecied by insurers
{but not included in reporied premium of the insurers). LTCS applies {o children under 14
cataskophically injured in motor vehicle accidenis on or after I Oclober 2006 and will
apply to adults with efiect from 1 October 2007. When imptementing these changes, the
Govemnment ako changed the basis of CIP related levies for funding the CTP regulator
and hospital costs. These are now levied on premiums rather than on the insurers and,
accordingly, are excluded from both reported premivms and undenwriting expenses. The
expansion of LTICS from t April 2007 means that the 2H07 impact on GWP is an estimaled
reduction of $38m. The LTCS will lead to a reduction in the level of capital required o
support this busingss over time.

Net eamed premium grew by $24m or 1.3% relative to 2HD6. 1t was 1.4% fower than 1HO4.
This reflects the flow through of the GWP trends.

3.1.3 Reinsurance expense

»

During THO7, the reinsurance expense increased by $5m on 1H0é and $10m on 2H06
reflecting:

+ Incuring guola share reinsurance costs in 1HO7 on some third party distributor
contracts in the indirect short-tail portfolio. These arrangements enable closer
alignmen! of the distributors' intferests with those of the Group as the primary
underwriter; offset by

+ A reduction in the reinsurance expense for the NSW CTP portfolio as a result of the
scheme changes which mean much of the cost of new incurred calastrophic claims
is being migrated to the NSW Government. Further reductions are expected when
these arrangemenis apply to adulls with effect from 1 Oclober 2007.

3.1.4 Claims

»

The 1HD7 net claims expense includes a favourable adjusiment of $17m or 0.9% of NEP
from an increase in discount rates applied to claims reserves due to higher interest rates.
The prior comparatives, which were also benefils, were $44m or 2.4% in 2H06 and $8m or
0.4% in 1H06. Counteracting the positive impact of the movemend in discount rates on
net claims expense is the reduction in the investment income from technical reserves.

On an immunised basis (ie, excluding the impact of discount rate adjustments in each
half-year period), the THO7 loss ratio of 70.9% compares to 68.7% in 2H06 and 69.0% in
FHOS.

Claims experience in the CTP portfolio, remained relatively stable against 2H0é, with the
continuation of better claims frequency than anticipated in the prior period assumptions.
There was a small benefit recognised for the recent reduction in AWE inflation, which was
lower than in the previous two half-years. '

There were a large number of storm events in 1HO7 which cost $111m compared with
$116m in 2HO6 (which included $68m of costs in respect of Cyclone Larry). The most
costly events were:

s NSW windstorms — 24 & 25 September 2004;
Newcostle haitstorm — 31 October 2006;

NSwW & Victorian bushiires - December 2006;
Armidate hailstorm — 21 December 2004; and
Canberra hailstorms — 22 & 31 December 2006.

.« & @

Aside from volatility in storms, claims frequencies in the shoit-tail classes have remained
quite stable on a national basis in both direct motor and home. Within the motor
frequency there has been a slight upward trend in collision claims freguency in the direct
NSW car comprehensive portfolio in recent months, but this is offset by conlinued
reductions in theft frequency. For example, the number of theft claims incurred in 1HO7
decreased by 5.6% relafive t02H06

The average claims cost in direct motor has reduced slightly during 1HO7 while average
home claims costs continue {o increase. A feature of the upward trend in home claims
costs is increased burglary claims for portable valuables such as iPods, PDA's, efc.

. Page 13




» The cost of car parts increased by 0.6% in the year to December 2006, as meosured by
the Group's car parts pricing index. This compares with a 2.3% increase for the year to 30
June 2006. Labour costs for motor repairs remained relatively stable in the same period
relative to @ 3.9% increase in the year to March 2004, based on ABS data.

» Home claims cost inflafion is influenced by the following factors (based on latest
available data from ABS for the year ended Sepiember 2006):

Hoday 10)jSaAU] JOHL

«  Building materials: increase of 3.3% :
o  Construction industry costs: increase of 4.3%; and
s Construction indusiry wages: increase of 5%.

»  The Group is continuing to roll out Care & Repair centres in metropolitan Sydney with two
furiher centres opened during THO7 (Waitara and Lambton). The finat centre planned at
present is due to open in Brookvale during 2H07. The Group's assessing staff numbers
have also been increased 1o service those customers not using Care & Repair cenfres
ond ensure thai repair esiimales are approprate. The opening hours of the centres have
also been increased to better service customers.

» To counteract inflationary pressures on claims and improve customer service through
faster repair times, the Group has actively supported the utilisation of an innovative
method, known as paintless dent repair, 1o fix smalt denis which have not cracked the
vehicle's paint. This is particulaty useful following hailstorms and ifs use after the
Newcaostle storm in October 2006 is estimated to have saved the Group $4m in repair
costs as well as improving the turnaround time for customers whose vehicles were
repaired this way to only 2 - 3 days from 2 - 3 weeks.

3.1.5 Expenses

»  The 1HO7 underwiiting and administration expenses of $345m was an improvement of
$5m on 1HO6 and $14m on 2HO4.

» There has been continued volatility in the fire services levy expense due fo assessment
adjustments.

»  Excluding the fire services levy, the expense ralio improved 1o 14.9% in 1HO7, from 15.9% in
2H06 and was in linge with 1HOé. The aclual expenditure reduced marginally. A tfight
focus on expenses and savings from the fransformation of branches into franchised
agency sites enabled the Group to absorb inflation and invest in more product
marketing.

»-  The commission ratio was slightly down by 0.2% on 2H06 and was 0.1% higher than 1H06.
The improvement on 2H0é was mainly due o a reduced expense for agent profit shares
in 1HO7.

3.1.6 Customer

’ The Group continues to focus on improving the customer experience across its portiolios.
Measures implemented during THO7 in the direct portfolio include ihe increased capacity
in the Care & Repair cenires and further development of a process {o reduce claims
handling to one call for smaller, straightforward ¢laims. In addition, as the first anniversary
of the implementation of the SCV customer relationship management system passed in
November, average call times are now shorter as verified dala is immediately to hand
and this is also contributing to improving cusiomer satisfaction.

»  Sales conversion rates of direct telephone business remained consistently around 46%
(sales to sales calls), building on the strong results in 2H06. Major contributors to these
results are an increased focus on sakes coaching and improved price positioning.

3 The Group's Customer Satisfaction Index {CSI) for the direct portfolio reached 83 os at 3t
December 2006 compared to 80 at 30 fune 2006.

v Customer complaints {excluding claims) recorded in the direct portfolio remained below
0.02% of policies in force.

» In the indirect portfolio, the policyhofder interactions are largely with the distributor and
the Group has implemented e strotegic custemer relationship management and
skilling in this area.

6£/ 060 09 NAY - Papwi dnous) eijes)sny aouesnsu|
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© 3.2 Avstralian Commercial Lines

Auvustralian Commerciql Lines

Gross written premium

Half-year Half-year Half-year Half-year
ended ended ended ended
Jun 05 Dec 05 Jun 04
el diiutull _A_s_m_

Gross earned premium
Reinsurance expense

Net premium revenue
Net claims expense
Commission expense
Underwiiting expense

Underwriting profit
Investment income ontechnical reserve:

Insurance profit
Profit from fee based business

110
7

Total commercial line resuft

117k

Loss ratio 55.7%F 54.5% %
Expense ratio 33.4%| 33.2%
Commission ratio 12.4% 11.6% 1, [
Administration ratio 21.0%f 112%
Combined ratio 89.0%| 877%{ " 82.0%
Insurance margin (before tax) 23.4%| 155%F .. 25.2%
Expense ratio Loss ratio
D% 3naw 2% B2% 32.1% o 56.4% oo
s 0n ) : 800%
30 0% 50 0%
25 0% 403.0%
200% 10 0%
15 0%
10.0% 20 0%
5.0% 100%
0% 00%

2405 1HOE 2HDG HOT
& Admins irauon rato B Commisson cate uFSL
: Combined ratio

100.0% 90.5% 94,2%
50 0%
80 0%
70 0%
60 0%
50 ot
4D 0%
D0%
20 0%
10 0%

0% ——
ZHGS 1HO6 2H08 1HO7

v Combinedt Ratio Enmunised Combined Ratio

2HIS 1HG ZHDE 1HO?

=gl o33 Ralo = unised Loss ralic

insurance margin (before tax)

2H)5 1H06 2ZHE 1HO7
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3.2.1 Overview

» During 1HO7, the soft market conditions in the commercial insurance market continued,
with competilion intensifying across all major lines.

»  Against this backdrop. the Australian Commercial Lines business recorded GWP slightly
ahead of 1HD6 and delivered an inswrance profit of $182m. represenling an increase of
$45m when compared with 1H0é and an increase of $72m against 2H0S. ihe 1HO7
insurance margin increased to 25.2%, up from 18.5% in 1HO6 and 15.5% in 2H06.

»  The improved performance in 1HO7 includes shorl-tail commerciat lines benefiting from a
tower incidence of large losses compared to recent periods and the absence of major
weather events. The profit also benefited from continued favourable claims experience
in long-tail classes and consequent reserve releqses.

3.2.2 Premiums

» The Australion commercial insurance market remains soft, with premium rates declining
for the third consecutive year. Compelitive pressures exiended to rales across all market
segmenis during 1H07, including the SME market. While continved good experience in
most fong-tail classes is supporiing ongoing premium reductions, the ability to withstand
further price reductions in shorl-tail classes is very Imited. However, Ihere are no tangible
signs of premiums beginning to tum and pressure on rates is expected to continue during
calendar 2007.

» Despite experiencing pressure on premium rates, Australian Commercial Lines generated
GWP of $766m for 1HO7. This was siightly ahead of the $761m achieved in 1H04, and
$12m or 1.5% behind 2HD4, which is consistent with the seasondlity of the business with
higher volume of renewaols recorded in June.

»  The overall mix of business between short-tail and long-tail commercial lines remained
stable at approximately 61:3%. '

» The Group continued to adhere to its technical pricing discipline, rather than pursuing
unprofitable market share. This strategy cims to manage for profitable growih over the
long term. However, it has also inevitably resulted in some lost business in areas in which
inlense competition has led to price discounting to levels the Group considers are not
capable of generating an adequate return on capilal.

»  The impact of softening redes in workers' compensation. which represents approximately
14% of the Group's commercial business, was exacerbated by premium reductions in
“bumers”. These are policies where the final premium payable is adjusied based on the
developed claims experience of thal customer. The conlinued good performance of
claims in this business line has thus generated premium refunds for the relevant clients.

» The lower crop yields caused by the drought also contributed to the pressure on GWP.

» NEP of $721m was tower by $22m or 3.0% when compared with 1TH06 and grew by $9mor
1.3% when compared 1o 2H04. The decline relative to THOS reflects the softening prices
but this has been ameliorated in part by eamings from the increased volume of business
written in 2H04 in targeted classes such as SME packages.

3.2.3 Claims

» The immunised loss ratio for 1HO7 improved by 9.2% against 2H06 and 4.6% on 1H06. The
improvement in the loss ratio over 1HO6 reflects a lower incidence of large losses in the
shori-tail commercial portfolio. and ongoing strong performance from ihe long-tail
portfolics.  Releases from long-lail reserves for commercial liability and workers’
compensation relative 1o the assumptions set at the beginning of the period were $94m,
which is similar o 1HO6 and about half the release experienced in 2H06.  The higher
releases in 2H06 were offset by the impact of Cyclone Larry in that period.

» The net claims expense for 1HO7 of $340m includes a $14m benefit from the effect of
| higher discount rates applicable to claims (due o higher interest raes) diiving 0 1.9%
| reduction in the reported loss ratio, There were also benefits for the some reason in each
| of 1HOé and.2H06 when the amounts were $8m and $46m, respectively, contribuling fo a
1.1% and 6.5% reduction in the reported loss ratio in the respeclive periods. These
benelils were more than offset by capital losses on interest bearing securities in the

technical reserves investment porifolio.
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3.2.4 Expenses

>

The 1HO7 expense ralio of 32.1% improved from 34.2% in 1H04 and 33.2% in 2HOS. This
improvement is parlicularly pleasing in the context of falling premium rates.

The tolal expense ior fire service tevies in THO7 was $39m. in line with 2H06 and $16m
below THDé [2.2% of 1HO6 expense ratio). The higher levy in 1H0é was due to an
additional assessment for FY05 levies.

Exciuding the fire service levies. the underwiiting and administration expenses for 1H0O7
were $112m. in line with 2HD6 and 1HQ4. Conlaining expenses at this level while
experiencing ongoing inflation has been achieved thriough careful cost management
and the successful implemeniation of improvements in back-office processing and
banking arrangements.

The commission ratio of 10.9% for 1HO7 was lower than 11.7% and H1.6% for 1THOé and 2H06
respectively largely due to higher reinsurance commissions received and a change in mix
of business.

3.2.5 Customers

»

A core element of Australian Commercial Lines' shralegy for tong term profitability
throughout the insurance cycle is to maintain effective relationships with brokers and
improve levels of service and product offerings. This effort has resulied in customer
retention rates being sustained above 80% despite the challenging rate environment.

Custormner service delivery improvements as part of the ongeing '‘CGU Renew' project
continued to be rolled-out during 1HO?, including:

« The introduction of improved iraining facilities for intermediaries, supported by online
training scheduling and an improved resource library, 1o ensure the delivery of a
nationally uniform, highly professional standard of training; and

= The review of an Enterprise Content Management System designed to further reduce
processing times, increase delivery efficiencies to intermediaries and enable more
efficient dota management and access nationdally.

Continued redevelopment of CGU's e-commerce platform, ‘CGU Connect', led to the
launch of additional customer applications and further improvements in useability to
make it quicker and easier for intermediories o manage their CGU porlfolio. These
included:

« The launch of a new web-based eBusiness application for crop insurance. Since the
crop insurance application was introduced, more than 400 intermediaries have used
the system to self-manage insurance cover on over 2.6 million hectares of crops: and

* Enhoncements introduced to CGU's 'Commercial Pack' eBusiness application,
based on feedback from intermediaries.

The Farm Risk Radar risk management tool wos awarded a National Safety Award of
Excellence in October for ifs industry leading work on improving farm safely - farms
account for a high proportion of worker injuries. A risk radar product has also been
developed for the Motor Fleet product and one for the SME market is under
development. .

3.2.6 Fee based businesses/managed schemes

»

The fee based businesses generaled a profit of $27m in 1HD7, compared with profits of
$7m and $1m in 2H06 and IHOS, respectively. The increase is attributable to the
improved results in the workers' compensation business where the Group manages
governmeant underwiitien workers' compensation businesses in NSW and Victora.

The Group profits include bonus payments of $14m, for the Victorian scheme. The bonus
related to an improvement in claims liabiliies as ossessed by Victorian WorkCover
Authority’s Valuation Actuary. These are assessed in airears and only included in profit on
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» Tracking of customer feedback based on complainis and compliments has indicated a
contfinued positive improvement in service delivery in both NSW and Victoria.  Both
§ businesses have implemenied customer service initiatives to further improve customer
service, One such inifiative this period was the introduction of “.Live" which enables
employers to obtain quotes, purchase cover, print cover noles and lodge claims on-line.
The Group is the first insurer to do this following a recent change in regulations facilitating
such access.

’ The Group hos market shares in the order of 30% in Victoria ond 20% in NSW. Conlinued
strong competition s anticipated in the market nafionally with a specific focus on
corporate and national account clients.  The challenges this creales are increased by
the growth in the volume of national accounts which are considering migrafing to self-
insurance under the provisions of State or Federal schemes. Managemeni has increased
the focus on proaciive account management and this is already bearing fruit — while
some nafional accounts were lost at June 2006, the Group had 100% success on
retention of the national accounts which were up for renewal ai 31 December 2006.

Hoday 401S3AUL LOH I

» The Group confinues to work with the NSW and Victorian workers’ compensalion
authorities to assist in moves to increase the uniformity of workers' compensalion
schemes and safety regulations {o lower costs and improve efficiencies for businesses
operating in mulliple States.  The key areas of focus are the administralive processes for
premium payment and the delivery of workers' compensation, workplace safety
arrangements based on the highest occupational health and safety standards, and
administrative arrangements for the regulation of self-insurers.

» The premium funding business has continued to grow and remains profitable. This market
is experiencing increased competition from large financial institlutions. Loans outstanding
at 31 December 2006 were $158m compared to $131m at 30 June 2006, representing an
increase of 20.6%.

3.2.7 Disconfinued Business

3.2.7.1 Inwards Reinsurance

3 The net provision for the outstanding claims on this portfolic remains steady ot
approximately $76m. The Group contfinues to pursue commutations and schemes of
arrangement, During 1HO7 four commutations and four schemes of arrangement weie
completed and negotiations continue on a number of the remaining policies.

3.2.7.2 Asbestos

»  During 'HD7, overall asbestos claims experience has been slightly lower than anticipated
in the actuarial reserves. Given the potential volafility in asbestos experience. the
Group's provisions have not been adjusted for this experience and the development
assumptions used for 2H06 have been retained.

» The survival ratio (net reserves as a mulfiple of the average of the past three years’ claims
paid} wos 38 times of 31 December 2006, compared with 39 fimes at 30 June 2006. This
slight reduction is due to a higher base measure now being vsed [ie. three year average
at December 2006 is higher than that at June 2006}.

» The survival ratio is provided as an indicator of the Group's reseiving for this particular
liability due to its very long-tail.  However, it should be used with caution as different
exposures and porifolic mixes may make comparisons unreliable.
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4. International

Haff-year Half-year Half-year Half-year
International ended ended ended ended
Jun 05 ) Dec 05 Jun 046 Dec 04

Baca wad

ASm

Gross written premium

-
I
o
q
3’
L]
2]
(=g
Q
=
kY
1]

°
=]
A

Gross earned premium 498 |
Reinsurance expense (48} .;
Netpremium revenue 448}:-
Net claims expense (2B5)],
Commission expense (44)1:

Underwriling expense (713}

Underwriting profit 48
Investmen! income on technical reserves 16

Insurance profit LY
Share of profit from asseciates -
Fee based business (2)

Corporate expenses {7

Total international result 62 "g

Insurance ratios
Loss ratio
Expense ratio 25.6%

. Vo)

27 9% 320%
PR F e

9.7% {7 "J0.2%

Commission ratio 97%
Administration ratio 15.9% 18.2% 1. .. .219%
Combined ralio 89.2% ) 93.6%! . 796 7%

o

L L e
Insurance margin (before tax) 14.3%] 5 9%, - 63%
a00% Expense ratio Loss ratio
15 0% 2% 70 0%
30 0% 26.8% 27.9% 60 0%
25 0% 50.0%
20 0% 40.0%
15.0% 30 0%
100% 20.0%
- 50% 10.0%
a 00% o00%
[ 2HDS 1HDG ZHDG H7 2H05 tHDG 2HOG 1HOT
a w Admrusiraton rate @ Commssion ratc
-
Q
4] Combined ratio Insurance margin (before tax)
? 120 0% 20 0%
%] i 1B 0%
é" 100 0% 6 0%
& 800 14.0%
) 12.0%
a 60 0" 10 0%
[~
o - 40 0% ao'/‘.
- 6 0%
E| 200% 40% .
-~ 2.0%
e oo 0o%
1 2HDS 1HDG ZHDB 1HOT ZHDS 1HOB 7HI6
b
2
2 r  The segment is in fransition from being almost exclusively compiised of the Group's New
a lealand operations, to including Asia and Europe. The new regions add to growth and
s - have differing retum dynamics due to the.higher.growth and lower margins relative to
c e - - n
3 the Group's position in New Zealond. For this reason, the three regions have been
© commenled on separately at this siage.
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4.1 International - New Zealand

New Zealand Operations

Fooo— o=

Half-year Half-year Half-year Hall-year
ended ended * ended  ended
Jun05 Dec 05 Jun 0é

Gross written premium 502|, 494 477. - 440
Gross earned premium a%s| = 507 462, 470
Reinsurance expense (48)] ° ([44) {37)1 {42
Net premivm revenue 448 - 463 425 428
Net claims expense (285)] {268} (281) {258}!
Commission expense {44} ] ; 39y - {45)i
Underwriting expense (71} {77} {98}
Underwriting profit 48 27!
Investment income on technical reserves 16 12!
Insurance profit &4 39]

Insurance ratios

Loss ralio

Expense ratio
Commyissicnratio
Administrationratio

Combined ratio

Insurance margin {before tax}

; 66.0%|. "+ 60.3%
25.6% 1 27.3%| - 33.4%)
9.7% REARE ‘ro.s%l
15.9%|; 18.2%| 22.9%!
89.2% 932%|. 937%
14.3%f° 9.9%| < 9:0%

Expense ratio

40 G%
350%
30 0%
250%
200%
153 0%
0%
0%
0%

33.4%

21.3%

2HDS 1HDB 2HDE 1HO?
w Commission ralo

& Adrmnstration ralo

Combined ratio

100 0%
90 0%
BO 0%
70 0%

50 0%
A0 0%
0 0%
200%
100%
0o —

89.2%

ZHDS 1HG 2HDE 1H07

Loss ratio

0%
60 0%
50 D%
40 0%
30 0%
20I%
100%

0.0%
2HI5 HS 2HG VHO7

tnsurance margin (betore lax)

20 0%
15 0%
16 0%
14 0%
120%
100%
50%

6 0%

4 0%

2 0%

00%
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4.1.1 Overview

The New Zealand business delivered an insurance margin of 9.0% for 1H07. This business is
almaost entirely short-tail and is in the midst of a soft cycle in commercial business and a
slowing economy. The result is less than half the record high insurance margin in 1HQ6
when softer rates had not yet hit the margins and weather conditions were abnormally
favourable.

4.1.2 Premiums

Consolidated GWP fiom New Zedaland has fallen, lorgely due to o lower average
exchange rate for the New Zealand dollar during YHOZ, 0 original currency terms, GWP
of NZ$537m remained in line with 1H06 and, consistent wilth the seasonality of the
business, was below 2H06 by NZ$14m [the second half of the year traditionally reports
higher GWP due to commercial business renewals}.

These trends were consistent between commercial and personal lines and ocross the
distribution channels:

* The broker channel {approx 45% of IAG NI GWP) GWP followed the same trend.
Growth delivered in the SME sector and from securing a new underwriting facility in
personal lines offsef reducing prices in commercial lines;

e In ithe direct channel (38% of IAG NZ GWP), GWP remained flat with o small change
in mix to more home premium (essentially from higher prices); and

e GWP in the business partners channel {17% of IAG N2 GWP) remained ilat, with
increqases in SME commercial sales driving mos! of the volume increase and offsetting
lower average premiums in this channel.

The reinsurance expense of $42m relative to $37m in 2H06 and $44m in THOS reflects a
saving on calastiophe iales being offset by increasing aggregate sums insured.

Net eamed premium reporfed for 1HO7 increased marginally from 2H06. The apparent
fall relofive to 1HD4 is almost enfirely due to the lower average NI exchange rate.

4.1.3 Claims

The 1HO7 loss ratio of 60.3% represents an improvement of 5.7% on 2H06 due to a lower
incidence of major storms. 2H0é included around $20m in losses from the major
snowstorms in June 2006, As noted above, 1HDS was charactedsed by unusually
favourable weather. The underlying business has experienced some increases in
frequency and claims costs, primarily in home insurance which has been the driver of
rate increases over the past year. CPlincreased by 3% over the past year and cost of
motor labour and paint rates increased by 3.2% over the same period.

4.1.4 Expenses

The 1HO?7 expense ratic of 33.4% increased by 6.1% relative o 2HO6.

Commission rates are rising in New Zealand where cluster groups of brokers who are
winning higher rates from insurers in a very competilive environment. The commission
expense ralio increased 1.4% during the period.

The Group is in the process of implementing its Ausiralian personal lines technology
platform in New Zeatand for the direct personal lines busingss. While exfernal systems
developmeni cosis are being capitalised, there are considerable internal costs which are
expensed as incured. These costs have driven an increase of 1.0% in the expense ratio
relative to 2H06 and 1.5% relative to 1HD6. Cosls have also been incurred on improving
the systems used for the inferface with business partners.

The assumpftions used in the lability adequacy test led to a write down of deferred
acgquisition cosls in the period which added 2.5% 1o the expense ratio, even though the
business had defivered an insurance margin of 11.5% before this adjustment.

Pag
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4.1.5 Customer

>

Personal lines new business writien through the direct channel will be on the new system
in the final months of 2H07, with renewal business being migrated on expiry during FY08.
Detailed transition management planning. including for customers, is in place. The
business will benefit from the capacity to provide more sophisticated and granular risk-
based pricing which has not been possible on the current systems,

The New Zealand business is continuing to roll-out its “virtual call cenlre” programme
following ihe success of the pilot. This programme utilises the VOIP technology which the
NZ business has been using for three years and recognises the issues created by the
tightening labour market in New Zedlond. There are now four localions in which his is
operating. It provides increased workforce fiexibility. both for the staff ond to meet
fluctuating customer demands. The leams in the regionacl sales centres have better
quole o sales conversion rates generating higher GWP per person (in full-time equivalent
ferms).

There has also been a focus on sales lraining and incentives during the past year.

These efforts contributed to a further improvement in the IAG NI customer safisfaction
score 10 87% from 86%. The broker satisfaction score also improved from 84% to 91% since
1HD4. Customer satisfaction in the key business partners continues to run in the mid to
high eighties.

The direct channet is scheduled to launch a new commercial insuronce EasyBiz product
in March 2007, leveraging the success of this product for very small businesses in Australic.
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4.2 International - Asian operations

Hall-year

Asian operations

s

Gross written premium

Hali-year
ended

Half-year
ended

Hall-year

ended
_Jun 05

ASm

Gross earned premium
Reinsurance expense

Netpremium revenue -
Nel claims expense
Commission expense
Underwriling expense

Underwriting profit
Investmeni income on technical reserves

Insurance profit

Share of prefit from associales
Fee based business
Corporate expenses

Total Asian operations result
Loss ratio
Expense ratio
Commission rafio
Administraticn ratic
Combinedratio
Insurance margin {before tax}

59 0% %
35.4%
17.7%
17.7% 4 ¢
943% 58

Low st
5% T9%

Expense ratio

500% 37.4%
50 0%
00%
30 0%
200%
100%

t0%
100% (15.1%}
-20 0%

2+05 1HG8 2H6 1HDT
© mACTASIAALON (et a Commission (ato Expense Ralo

Combined ratio
120 0%

100 %

60.0%

60 O%

3
@
w
@

40 0%

0%

oo J—

Loss ratio

40.0%
W00
20.0%
10 0%

00% f——
2H05

Insurance margin (before tax}
20 0%
18 0%
16.0%
14 0%
12.0%
10 0%
80%
6.0%
4.0%
20%
0.0% 1

2HIS HDE 2H05 1HO?
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} 4.2.1 Asian Division
| v During 1HQ7. the Group's focus in Asia has been:
+ Tosupport ifs existing business interesis in Asia; and

« Continve to pursue opportunilies 1o build its portfolio of assets in the region,

Hoday tojsasu) OHL

| s Amongst its business development oppaortunities, the Group continues 1o work with Ching
| Pacific Insurance Company Limited [CPIC) to finalise a strategic investment in Ching

Pacific Property Insurance Company Ltd (CPPI). Draft contracts were agreed for
. approval by the ielevant Chinese parties in July 2006, However, there have been delays
5 in this due to issues such as complexities of structuring CPIC for its propased float, The
; timing of resolution of these issues and any impact on the Group's proposed sliategic

investment in CPPl are now unclear, However, the Group remains in aclive discussions

with CPPI with the intent of completing its investment and is commitied to participation in
5 the Chinese general insurance market and will continue to pursue opportunities 1o fulfil
this goal in a shareholder accretive manner.

4.2.2 Insurance operations

»  Theinsurance trading results are from the Group's two Thai businesses:

e« NIl Thalland, which is essenticlly a commerciaf insurer. It was acquired in July 2005;
and

+ Safety Insurance, which is principally a motor insurer. It has been consolidated since
April 2006.

» Combined, these businesses rank fourth in Thailand's highly fragmented insurance
market, with a market share of approximately 5%.

»  The Thai insurance market, which hos been averaging growth in excess of 10% per
annum for over five years, grew by only 6.3% in calendar 2006. This has been diiven by
lower motor vehicle sales which slowed as a result of rising fuel prices, higher interest rates
and a decline in consumer confidence in recent months. The Thai Department of
insurance estimates growth for catendar 2007 at 8% and motor vehicle sales growth is
forecast at 1.5%.

»  The underlying growth in the Group's GWP was over 10% for 1HO7. This was assisied by
the Group's position in the market and a ‘flight to quality’ following the collapse of a
competitor during 2005. More modest growth in ine with the market is anticipated in
catendar 2007,

|
» Higher repair cosls are a key component of the increase in the loss ratio. This is being
i offset by tight cost control over promotional expenses and keeping growth in
administration costs below the growth in the business.

» The share of profits from associates represents the Group's 30% share of the net profit
after tax of AmAssurance, a compaosite insurer in Malaysia in which the Group invested in
March 2006. : : :

» The growth profile trend in the AmAssurance general insurance operations is similar for
the same reasons. The business grew by more than the industry average, but at lower
levels than in recent perods, This was exacerbated by the Malaysian currency
deprecialing relative to the Australian dollar.

» The Group's Asian team continues 1o work closely with the managers of the Thai and
Malaysian businesses to progress capability transfer opportunities.  During 1HO7. the
Group:

¢ lounched new products 10 the market, including Extended Warranty.  Products
targeted at other segmenis of the market, such as consumer credit insurance and o
suite of commercial product offerings are in development;

¢ Enhanced AmAssurance's underwriting and portfolio management {echniques 1o
enable better risk selection within the current motor tarilf market;

recommendations have been implemented; and
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+ |mplemented fraud indicators for molor claims in AmASssurance.
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4.2.3 Fee based business

»  Ihe loss from fee based business is the net result of China Automobile Association (CAA},
a wholly owned roadside assistance and motor insurance ageni based in Beijing.

» Following a period of net investment in the CAA operations, the business is now beginning i
to reap the benefits and stem the losses. During 1HO7 there has been better utilisation of
markeling activily lowards large corporate accounts. With the strong momentum of new
car sales in Ching, the road rescue market has significant potential. CAA achieved the
following for 1HO? (relative to THOS):

Hoday 10)saaul 0HL

+« Totat cusiomers [both retail membership and corporate customers) increased to
220,000, 0 132% increase;

e Insurance premium collectfed as an agent increased by 38%; and

« Implementalion of a nafional netwark progressed. At the end of 1H07, CAA had
cooperation arrangements with 158 national network pariners, an increase of 41%
during 2006.

4.3 International - Asian Reinsurance Operations

Half-year HalM-year Half-year Hlf-yeor
Asian Reinsurance ended ended ended ended

e JUQOS Dec a5

Gross wrilten premium

Gross earned premium
Reinsurance expense

Net premiumrevenue

Net claims expense

Commission expense

Underwriting expense

Underwriting profit

Investment income ontechnical reserves

Insurance profit

Insurance ratios

Loss ratio

Expense ratio

. Commission ratio
Administration ratio

Combinedratio

Insurance margin (before tax)
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4.3.1 Overview

! » The results shown above reflect the business underwritten by IAG Re Labuan and Alba
! {Uoyd's syndicate 4455) and the related cperating costs.  As both businesses only
! commenced operations in July 2006, the costs include o considerable amount of set up

b costs and very little earned premium, so the expense ratio should reduce in 2H07 and
subsequent periods.

I

! i »  Standard & Poor's assigned IAG Re Labuan with a roting of A+ with a stable ouiook on
I 17 January 2007. This rating is lower than the Group's Australian based rated wholly
owned insurance gue to Standard & Poor's Transfer and Convertibility assessment of
Malaysia, which is currently *A+', effectively constraining the rating.

Hoday 16)S3AU) F0H L

4.3.2 Premivms

v Of the $13m of GWP reported. $12m was generated by Alba and $1m by IAG Re Labuan
(from @ confract with AmAssurance).

3 Alba ook fime to build up its fulk complement of underwriters and is operating in o soft
market. These factors have led to premium written being below expectations.

» IAG Re Labuan insured risks for the Group's Thai businesses in 1HO7 and, from 1 January
2007, is reinsuring risks for IAG NZ and Equity Red Star in the UK. the Group’s mosi recent
acquisition.

4.3.3 Claims and expenses

» The administration expense ratio, as noted above, is expected to r1educe as the business
becomes more established.

» The business only had four reported losses during the period. QOver half the claims
expense of $7m relates to the establishment of risk margins on this porifolio.

4.4 International - Europe

Hali-year Hali-year Helf-year Hall-year
Euvropeon Operations ended ended ended ended

Jun 05 Dec 05 i Jun 0_6 Dec 04

i

| ASm  ASm

Gross writen premium

Gross earned premivm
Reinsurance expense

b Net premium revenue
Net claims expénse
Commission expense

Underwritincj expense

Underwriting profit
Invesiment income on technicalreserves

Insurance profit
Profil from fee based business
Total Evrope resuilt
Insyrance ratios

Loss ralio
Expense ralio
Commissionraltio

: Administration ratic
’ —Cumbinedratio
|
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Insurance margin (before tax)
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4.4.1 Overview

»  The Group eniered the European insurance markel during 1HO7, with two acguisitions
announced during the period.

» The acguisiion of the businesses of Hastings Direct Insurance Seivices (Hastings) and
Advantage Insurance Company [Advantage) for £140m (approximailety $350m) was
announced on 29 Sepiember 2006 and the businesses have been consolidated with
effect irom 1 October 2006.

»  The acquisition of the Equity Insurance Group (EIG) for £570m [approximately $1.397m}
was announced on 4 December 2006. The acquisilion was not compleied uniil 8 January
2007 and, accordingly. the 1H07 results do not include any contribution from this business.

»  Advantage tends io have higher claims expenses in the final quarter of the calendar
year. The frends in its performance are as anficipated and the acquisition remains on
track 10 be cash earnings per share accrelive within 12 months of ownership.

» Combined, the two acquisitions mean the Group is now posilioned as the UK's third
largest personal lines broker {based on Insurance Times Top 50 Brokers — July 2006) and the
fourth largest motor insurer (based on Financial Services Authority returns for 2005 earned

premiums).

4.4.2 Hastings and Advantfage business and operating environment

» Hastings is a personal lines broker in the UK thal has been operating for 10 years and,
particulardy in the past two years, has built a very strong brand characterised by “Harry
Hastings". It operates as an’ aggregator, providing over 0.9m customers with the best
combination of price and coverage for their needs from a panel of over 25 insurars. Most
of its business is conducted by telephone, with a growing proportion - now over 20% -
being conducted on the intermnel. Over $0% of its business is motor insurance.

»  Hoslings operates in a very competitive market with many new brands and aggregatars
entering the market. It is withstanding this and recent statistics show it is now the fourth
largest broker in the UK market (it was fifth in the previous edition). It has continued to
deliver strong growth throughout 2006, broking £202m  [opproximately $505m)  of
premiums and over 1.5m policies in calendar 2006, an increase of over 16% in premiums
compared with the prior year.

» Advantage is a Gibraliar based and licensed underwriter which has had common
ownership with Haostings for about four years. it only writes motor vehicle, including
motorcycle, insurance at present and sources mest of its premium from Haslings by being
on its panel of underwriters. It has started to grow third party sowced business by
participating in other broker panels. s GWP for calendor 2006 was £113m
(approximaiely $282m), an increase of 61% on the prior year. $83m of this is reflecied in
the results shown above. A portion of this growth is due to assuming an increasing share
of the Hastings broked business following the cessation of an agency armrangement which
had been in place in prior periods.

* The motor insurance market in the UK has been undergoing a soft cycle driven by
increased competition. Since mid-2006, market commentary forecast that premium rates
would begin tuining by the end of the year. This has now occurred. The benchmark
index for motor insurance pricing is the AA British Insurance Premium index and it reported
a 5.7% increase in quoted motor comprehensive premiums for the year to December
2006 (including a 4.35% rise in the tast quarter). .

» The recent experience of Hastings and Advantage is that rate rises are not having much
effect on retention, supporting industry commentary that the pricing cycle has turned
and rate rises are continuing to be observed.

Page 27




AA British Insurance Premium Index :':‘
Market average trends since 1994 3
230 00 —
2000 e 3
21000 .—./. g 3
200 05y - ol
190 00 T ot e, el Z 2
N 18050 _ W PRy T
17000 M -g
16000 / 1=
15000 /' ;
14000 - f
13000 -/
2000 -/v
neoe j
Ry - M
40 00 W
80 60
70 00
50 00 N T — = 2
RS Rt N s L R E N L I R H I R s L R E Lk kL
[Ze—comp ® Non-Comprehensive |

4.4.3 Claims

» The AA British Insurance Premium Index report for December 2006 also reported that
motor claims inflation is running ot about 6% per annum, driven by increases in both
property damage and bodily injury claims.

3 The reported loss ratio of 88.7% includes adjusiments o bring the reserving methodology
fully into line with the Group's practices. While premiums have been soft and claims
inflation is occurring, the underlying loss ratio is closer to 80% over a year — the December
quarter is usually seasonally poorer.

4.4.4 Expenses

» The commission ratio for Advantage is currently showing as nil as most of the commission
paid is to Hastings and this eliminates on consolidation.

» The expense ratio includes approximately 3% for industry levies.

4.4.5 Equily Insurance Group (EIG)

»  Equity Insurance Group is, similar to Hostings and Advantoge, comprised of both o
broking and an underwriting business. The underwriter is Equity Red Star (Lloyd's
syndicate 218) and the broking business is £quity Insurance Brokers.

» Equity Red Star's GWP for calendar 2006 was estimated at £534m [approximately
$1.335m}). The Group owns approximately 4% of the capacity in the syndicate, so the
EIG share was expecied to be £342m [approximately $854m). About 85% of the premium
is motor insurance. About 20% is sourced from Equity Insurance Brokers with the balance
coming from other brokers and affinity partners. It is the fifth largest motor insurer in the UK
and the largest underwriter of motorcycle insurance.

» Equily Insurance Brokers had estimated broked premiums of £140m (approximately
$350m) for calendar 2006. Commission income on this premium cccounts for
approximately 60% of its gross income with the balance generated by feas from sources
such as legal referrals, premium financing and the MTA.

»  Asnoted above, the acquisition was not completed until 8 tanuary 2007 so there are no
results for EIG included in this report. Completion accounts wilt be finalised during 2H07Z.
However, managemeni accounts s at 31 December 2006 indicate that business
performance and financial position have met expectations.
I

» A key part of EIG's strategy is to confinue to expand its distribution base by buying
regional brokers — and then growing the proportion of business broked by the branches
which is underwritten by Equity Red Star. In accordance with this strategy, in late January

T 2007, the Group acquired a broking business-catied-Open + Direct Insurance Services for
approximately $63m. It writes about $115m of premium [over 70% motor) in Northern
reland. Combined with EIG's existing distribution in that region, the Group is now the

] largest motor broker in Northem Ireland.
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5.

5.1

Investments

Investment Porffolios

The Group manages most of ils investments centrally from Australia, using exiernal
managers and advisers as required. The investment portfolios of the Thai and European
businesses are currently managed in their respective countries. At present the mandates
in Thailand and Europe are wholly cash and fixed interest. The most significant of these is
Advantage's $224m. ‘

The Group is in the process of increasing the alignment of the investment approach in
these operations with that of the Australian and New Zeatand businesses, subject to local

regulatory requirements,

The balance of this section refers only fo Australia and New Zealond., unless slated
otherwise.

Strategy with Investment Porffolios

The Group's investment strategy is to invest:

e Funds supporting its technical reserves in a conservative asset mix of cash, high
qualily fixed interest securities and synthetic fixed interest investments

{ovedays/alpha transfer strategies);

s Its core shareholders' funds portfolio in a combination of high quaility fixed interest
securities and o diversified range of higher growth assets, including equities ond
hedge funds; and

e |ts surplus capital (i.e. investable shareholders’ funds above the level required to
maintain the group's benchmark scivency) in enhanced cash (the mandate allows
a maximurmn of 20% in growth assets) in recognition of the Group's intention to ufilise
these funds in a combination of returns to shareholders and investing in shareholder
accretive opportunities in accordance with the Group's strategy.

within the broad parameters of this investment strategy, the Group has conlinued to
focus on reducing the voldtility of the investment portfolio by increasing the diversification
across both asset classes and the managers responsible for managing the funds.,

During 1HO7, the Group's strafegic ossel dliocation and invesiment strategy were
reviewed in light of the expansion of the Group's business outside Australio and New
lealand and in recognition of increasing charges for equity holdings mooted by
Standard & Poor's in recent pronouncements. As o result, cash and fixed interest
securities were increased to around 50% of invested shareholder funds with a consequent
reduction in the allocation to both Australian and international equity markets.

The active management of the Group's investment portfoiics is rigorously controlled
within both the parameters of the investment strategy and acceptable risk folerance
ranges set by the Group's Board and overseen by the Group's Asset Liability Committee
and the IAG Board's Risk Management & Compliance Committee.

As at 31 December 2006, the investment assets of the insurance operations in the United
Kingdem and Thailand were siill in the process of being segregated info portfolios
supporting technical reserves and shareholders’ funds. At 31 December 2006, the total
funds under management for the Group as a whole were $14.8bn.

Key changes in the porifolios during 1HO?

Implementing the change in asset allocation for shareholders' funds investments resulted
in an increase in cash and fixed interest securifies to around 50% of Ausiralian managed
invested shareholder funds and o consequent reduction in the allocations to Australian
equities (including listed property} and international equities fo 31% and 8%, respectively.
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Following o decision by IAG Asset Management to concenirate solely on ifs “research
fund” style of managing Australian equities, two additional external Australion equities
managers were appointed and the allocation between managers was reconfigured.

Three addilional Australiaon equity markei neutra! managers were funded during 1HG7. A
total of $288m was invesied in this alpha transter sirategy as at 31 December 2006. This
strategy is now at its full allocation.

As at 31 December 2006, four external managers were responsible for managing
approximately 65% of the Group's Ausiralian equities holdings, with the balance being
managed intemally. All of the Group's dedicated listed property and infernational
equities portioclios are managed extemailly (the listed property portfolio management was
oul-sourced during tHO7}. ‘

As at 31 December 2006, the total invesiment in the Group's hedge funds programme
was $102m, covering a range of diversilied global macro and long/short managers.

5.4 Investment Performance

The following table sets oul the investment retfurns achieved on the Group's portfolios
broken down by assel class for Australia and New Zealand:

Ses Actual B 'mark Actval B mark Actuaol 8’mark Actual B'meark
Asset Class Note retuzn return return return return return return return

Hall-ysar Hall-year Holl-yea: Hall-ymar Half-year Hall-year Hali-year Hall-year

snded ended snded ended ended ended ended

Juns Jun 0§ Dec D5 Jun D& Jun 06
A o e B 7'-‘ ’%7-

sustroban aquities Q. .

lisled propery lrusls q N 1.3 14
International equities Le 13 251"
Fixed inlerast [Ausl & NZ| _d ' a 2.9
International ixed interast "1I"'g nia nfa
Markel nautral (N3 : nia nfa
Hedge funds él s 27 201
Cash h 28 28
Surpius capital partiobo  .ir'g 37 28§
Total weighted avercge 5.0 4.4
Citsetting derivotive o

component ol ov ariay S -0.5 -0.6
fotal {Including overlay) . 3 4.5 33y

* These returns are before fees.

Notes:

a.

a

the benchmark is o combination of the S&P/ASX200 Accumulotion Index (ex-IAG and ex-LPTs| ond the
S&P/ASX300 Accumulation index (ex-IAG ex LPTs).

The benchmark is the S&P/ASX200 Property Accumulation index.

The benchmark is the MSCI World Index {ex-Austraiio) net dividends reinvested, in Australian doffars.

Tailored benchmarks based on the kability profile of each of the Group's insurance portfolios, discounted io
the Australion or New lealand government yield curves, are used,

The allocation to the internationol fixed inlerest managers was completed in February 2006. The benchmark is
the UBS Bank Billindex [Aust).

The initial allocation to market neutral long/short managers was made in 2H06, The benchmark is the UBS Bank
Bill index {AusH. The actual return has been reduced by implementation costs.

The benchmark is the cash benchmark, the UBS Bank Bill Index {Aust).

The benchmark is a combination of UBS Bank Bill index {Aust] and UBS Bank 8ill index {NI} in Ausfralion dollars.
The performance has been measured as cantribution to fotal fund, It represents only the derivatives
component of the overlay and has been more than offset by the total retum achieved on the physical assefs
compoenent of the averlay.

» The Group's portiolios underperformed the return on the benchmark by 42 basis points

for THO7. In tolal, this has detracted approximately $40m to the Group's pre-tax result
for 1HO7, compared with benchmark returns. This is the first hall-year period 1o show
under-performance afler seven consecutive hall-years of oul-performance.

Page 30

poday 101s3AU] LOH L

)
n
c
=]
o
=}
[*]
[v]
>
c
n
(=
g
5
(7]
]
=
©
c
EX
(=g
¢}
a
v
I
o]
4
-1}
[=-}
=]
[7=]
[=}
-
(3]
[T+]




Hoday 10153AU| OHL

5
7]
£
d
3
5]
Q
>
£
n
@
g
=
()
g
c
T
r
3
=
@
o
L]
>
[r]
z
o
e
@
@
=]
-~
W
@

r A summary of the investment income and ihe investment relumns generated on the
technicat reserves and shareholders' funds portfolios are set oul below. For simplicity,
the dollar retums from the Thai and Buropean business are included as they are
immaterigl. However, the perceniage retumns are only for Australia and New Zealand.
The percentage returns are gross of expenses and are staied on an annuatised basis
(simply doubling the six monthly returny.

» Investment income is recorded based on average exchange rotes. Yields are stated
wsing daily closing rates, in accordance with industry standards.  For foreign investments
this can creale some disparity between reported income and stated vields.

Portfolio income (pre-fax) Half -year Hell -yeor Half-year Half -year

and incl. Derivatives ended Jun 05 ended Dec 05 ended Jjun 04 ended Dec 04

T T TETTT T T T TASmT Return® - T ASm ~ Relurr TTTASm TRelrA*
P ERTIRN ) (% %)
Technicalreserv es 253 58%] ; :
Sharenholders’ funds 170 14.6%

Total investment income 423 9.0%

* These haif-yearly returns have been annualised.

» The technical reserves porlfolios remain predominantly exposed lo the Australion and
New Zealand fixed interest sectors in line with tailored benchmarks that reflect the
underlying curmency and expected duration of the liabilities of the various insurance
portfolios within the Group.

»  The contribution from the whele Group's lechnical reserve assets to the insurance resull
was $176m for 1HD7. The total return achieved on the assets in 1HO7 was 2.6%, 14 basis
points behind the benchmark return for the period. The return includes approximately
$37m of capital losses in 1HO7 compared with $13m and $87m of capilal losses in THOS
and 2H06 respectively.

» The return on the Group's technical reserves portfolios incfudes the retumn irom the thiee
alpha transfer stralegies: the Australian equities and listed property overoy. the
internafional fixed interest overloy and the market neutral long/short strategy. The active
management of these assets, after allowing for the fixed interest return foregone and
associailed costs, detracted $12m from the net pre-tax return in 1HO7 following gains in
each of the previous five half-year periods.

» The Group's shareholders’ funds are invested across a range of divessified asset classes
and managers. Ausiralian fixed interest and cash represenied 50% of the shareholders’
fund assets as at 31 December 2006. Australian equities represented the nexi largest
component, followed by international equities. The ftotal pre-tax return from
shareholders' funds was $1466m for 1HOZ.

v The gross refurn on the Group's Australian equities portfolios was 11.2% for 1HO7. The gross
return on the Group's temational equities portfolios in -Australian dollar 1erms {the
portfolio is unhedged) was 5.7% for the same period. These yields are net of transaction
iees but before deducting management fees and expenses.
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5.4 Asset Class Exposure

»  This iable represents the Group's effective exposure {ie after allowance for derivatives) to

eqch asset class, as ot the dales shown.

Share-

Shore-

Share-

Share-

Technical holders’ Technical holders’ Technical hold'e:s' Technical holders’
Funds

Asset class Reserves Funds Reserves

Exposure as at Jun-05 Jun-05 Dec-05

[ Lo
Ausiralian equities

Funds Reserves

Dec-05 Jun-0é JUTOG

478

Reserves
Dec-046

Funds
Dec-04

Listed property trusts - - 3 L.

Iniernational equilies - - 183 Y
Fied interes {Aust & NI) 99.3 99.3 96 422,
Cash 0.7 0.7 1.7 7.2,
Surplus capital’ - - 10.6 52
Hedge funds - - 89 - - 44.
Total 100.0 100.0 100.0 120.0 100.0

Notes:

1. Includes private equity.

2. The surplus capital portfolio is predominantly invested in cash and fixed inferest.

5.5 Group Assets Under Management

Assets ynder management

as at
\i“ i
Technical reserves'
Minorily interest - Unithoiders’ tunds”
Shareholders’ funds

Investmant in joint venlyres & assaciates
Olher’

31-Dec-0%

i

30-Jun-08
sl e — -

Tofal investments - on balance sheet'

Reset Exchangeable Security [RES) funds
Qther lunds managed on bsehalt of third porﬂas"

Total assels under management

Notes:
I. The technical reserves balance is stated net of GST on premium debtors and ocutstanding claims.
2. These two items in aggregate represent the total funds managed on behalf of externaf clienfs. The

unitholders' funds shown as a mincrily interes! are those invested in trusts which are controlled

entities of the Group. There is a matching liability in the Group's balance sheel.

3. The balance classified as 'Other’ represents items that are not under investment management,
which inciude cash in corporate treasury and invesiments in related entifies.
4, The prior perod balances have been adjusted to exclude the invesiment in properties occupied by

the business, as these ore classified as fixed assels under AIFRS.

’ The increase of $1.1bn in the ‘other' category is entirely attributable to the funds raised in
December 2006 to fund the acquisition of Equity Insurance Group that waos settled ¢on 8

January 2007.
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5.5.1 Credil quality of assets under management

’ The following charts show the credit guality of the fixed interest and cash deposils
managed for the Australian and New Zealand businesses.

Cash & fixed interest (Aust & NZ) credit quatity
as at 31 December 2006

woday 101s9AUf LOHL

Cash & Deposits
{Rated 'AAAM}
10%

Fixed interest
(Rated 'A'}
3%

Fixed interest

{Rated 'AA")
0,
11% Govt. Securities
(Rated 'AAA")
50%

Fixed interest
{Rated 'AAA")
26%
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6. Corporate

i Half year Halfyear Halfyear Halfyear
’ Corporate ended ended ended ended
Jun 05 Dec 05 Jun 06 Dec 04

Hoday J0)s0AU] LOHL

Head office ’ i 20
Amortisation 7t 2 7
Interest 27 af 50,
Total corporate expenses 54{ 50} C 77

: » Head office expenses have increased by $3m from 2HD6 to $20m. This increase largely
i reflects costs incurred in pursuing intemational expansion opporiunilies.

» The amorfisation expense of $7m for IHO7 relates to idenfificble intangible assets
recognised upon the acquisiion of Hastings and Advantage. The balance as at 31
December 2006 was $161m. They will be amorlised over varying periods (maximum 9
i years) on a reducing basis, with over 60% amorlised by June 2010.

»  Following the adoption of AIFRS from 1 July 2005, goodwill is subject fo review at each
reporting date with any impairment recognised in the income statement. For 1HO7 no
impairment losses were brought to account,

»  The THO7 interest expense increased by $9m fiom 2HO4 to $50m. This increase represents
the interest paid on debt raised during the period for the acquisition of the Hastings and
Advantage businesses. The shori-term facility originally used wos refinanced with long-
term subordinaled debt in December 2006.
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7. Balance Sheet, Capital and Dividends

7.1 Balance Sheet

IAG Group Balance Sheet
As at 31-Dec-05 30-Jun-06 31-Dec-04

woday J0I1S3AU] ZOHL

ASm

Assets

Inv estments 10,6473:7 R 11843
Inv estmenl in joint v entures & associates 744 g 76_2;
Premium receiv ables 1,652 ‘_‘ - 1.600
Reinsurance recov eries on claims 598y . ‘-'-.."533

4
. . 589

"

310} &
591 g
1286

2211
1,5434, . 1,920

Pt

1.336] - 70492

Otherrecov eries on claims
Defened acquisition cosis
Defered reinsurance expense
Goodwill and other intfangibles
Other assets

Total assets 16,972] © 18,761
Liabilities LR
Outstanding claims 6916 ' 7,043
Uneamed premium 3.503 _3,63!
Interest bearing liabilities 12961 - 1',??20
Ofther fiabilities 1.586{ ..l 1.600

Total liabilities 13,3014""
Net assets 3.671% e
Equity -

3.491("
180| ey
3671[737" 4.8

Equity attibutable to holders of ordinary shares £
Mingority inferesis :

Total equity

» The acquisition of Haslings and Advantage increased assets and liabilifies — a summary of
ihe assefs and liabilities acquired is set out in the Group's statutory financial statements.,
The appreciation of the New Zealand dollar by 9% when measured af 31 December 2006
compared to 30 June 2006 has also added to the growth in assets and liobilifies.

o The increqse in investments is essentially due to:

e«  Funds raised for the acquisition of Equity Insurance Group prior to balance date. Net
of cosis and funds raised and paid out fo refinance the Hastings acquisifion, these
amounted to $1bn at 31 December 2006. The acquisition was subsequently settled
on 8 January 2007; and

¢ Nef funds generated from operations, less
+ The payment of the 2006 final dividend of $255m in October 2006.

» The increase in deferred reinsurance expense is due 1o the recognition of a catastrophe
reinsurance cover purchased for the 2007 calendar year in 1HO7. The expiring cover was
net recognised until 2H06. There are offsetting changes in credilors.

» The increase in goodwill and other intangibles is due to:

«  Goodwil and intangibles of $347m generated from the acquisilion of Hoslings,
Advantage and Alba businesses during the current period;

= Anincrease in the capitalised software costs by $9m net of amortisation; and
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« The appreciation of the NZ dollar closing value at 31 Decemtbyer 2006 versus 30 June
2006 and its impact on the goodwill / intangibies denominated in NZD.
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»  The “other assels” calegory represents the aggregate of rade deblors, prepayments,
deferred tax assefs and property, plant & equipment. The increases are mainly due fo
the significant increase in GST recoverable on outsianding claims liability (by approx
$100m} and the inclusion of the assefs of Hastings and Advantage.

»  The increase in interest bearing liabilities is largely due to the issue of $625m (£250m) in
dated subordinated term notes for the acquisitions of the Hastings/Advantage group
during 1HO7 and Equity Insurance Group in January 2007. The carrying value is $615m net
of discount; and

»  The "“other liabilittes” cotegory represents the aggregate of reinsurance and other
payables, current ond deferred tax liabililies, employee provisions, unitholders' funds held
by minority interests in IAG controlled trusis and unexpired risk provisions. The increase is
mainly attibutable {o:

+ Reinsurance premium payable [at 30 June 2004 the Group had prepaid reinsurance
premium}; and

+« Anincrease in curent tax provisions.

These increases were offset to some extent by the decrease in employee provisions as o
result of annual bonus payments in September 2006 and an increase in the defined
benefil superannuation surplus by $22m in 1HO7. The surplus is included in employee
provisions.

7.2 Capital management

7.2.1 Capital adequacy

» The Group's view on its appropriale level of capital contfinues 1o be set based on a
number of parameters including risk of absolute insolvency. regulatory insolvency and
1ating agency requirements (the Group currently targets a 'AA' category rating for the
Group as a whole).

v The amount of capital required to fit within these parameters varies according to business
mix.and asset mix and is estimated using dynamic financial analysis modeling. For ease
of communication, internally and externally, the Group has transtated the outcome into a
mulfiple of a minimum capital requirement [MCR) set by applying the APRA methodology
for measuring Australian licensed insurer capital as if the rules applied to the whole
Group. On this basis, the Group has been using a benchmark MCR multiple of 1.55x for
the past two years.

»  Intemal policies are in place to ensure significant forecast or actual deviations from this
benchmark will result in the Group's Board considering how any sharifall should be made
good or any surplus ulilised.

»  The growing diversification of the Group means thal, prima facie, the amount of capial
required per dollar of insurance exposure should reduce 1o recognise the increased
diversification/reduced concentration exposure. However, there are a number of
complicating factors in assessing the extent to which the benchmark should be altered or
remain appropriate for the Group os a whole. These include:

« The growing imporlance of the Group's stream of fee-based income following Ihe
acquisttion of the Hastings Direct and Equity Insurance Brokers businesses:

« Standard & Poor's rating process, which includes a risk-based capital adequacy
model that is cuirently in the process of being updated. The raling process also
includes many gualitative factors in ariving at a company's credit rating. This makes
a purely quantitative approach insufficient;

+ The Group's involvement in Lloyd's syndicates which use the Loyd's rating and,
having paid the appropriote Lioyd's levies, have access to the Lloyd's insolvency
protections, including the Lioyd's ceniral funds: and

———«—— « The Group now operaies in countries that have-severeign ratings of less than the
‘AA" category soughi for the Group as a whole. Consequently, ‘AA’" ratings are not
usually available for entities operating in those countries.
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» Al the current time, the Standard & Poor's (S&P) requirernenis to maintain the Group's
‘AA" category rating are the over-iding porameier.  Based on the balance sheet
stiuciure at 31 December 2006, adjusted on o pro-forma basis to incorporate the receipt
of the funds under the share purchase plan and settlement of the Equity Insurance Group .
acquisition, the capital required will be in the order of 10 -15% over the 1.55x MCR
benchmark. However, the Group is working with 5&P to agree a more acceptable range
based on MCR muifipies.

»  The Group was recently nofified that its inaugural Enterprise Risk Management (ERM)
assessment rom S&FP is ‘Excellent’. This is the highest assessment available under S&P's
ERM classification system.

poday 10159AU) LOHL

7.2.2 Capital adequacy/MCR position

» As at 31 December 2006, the Group's MCR decreased marginally:

Insurance risk
Conceniralion risk
Inv estment risk

» The increose in the insurance risk charge, based on the growth of the business, was offset '
by decreased investment risk charges. The change in asset allocation to reduce
exposure fo equities more than offset the higher level of invested assets.

» The Group's coverage of its MCR requirement is set out below for both the full
consolidated group and the Insurance Australia Limited sub-group which incotporates all
the Australian insurance operations.

Coverage of regulatory caopital requirements IAG Consolidated Insurance Australia Ltd

;30 dun-06 31

Tier 1 capltal o
Poid-up ordinary shares I.ZBﬁi N l,_Z.SB‘
ireasury shares i Lo kS
Hybed equity oL -
Resery a5 (6 ? agl sy
Relnined earnings 7417 e 1991} " +2325
Ercess Iochnical provisions {net of tax) 421 5 7| - 4,
Less: deduclions ' {1,728) (raony] - (1,50
215 X 2,337

Tiwr 2 capital

Svbeordinated debl 624

2,961

Capllial bose

Minimum caplial requirements (MCR}):

Austrakan generalinsuronce businesses 1,566
Internaticnal insurance businesses M CR 17 .
1,866 {
MCR multiple 18|
Notes:

I Includes goodwill ond intangibles. net deferred tax assets. capilalised software and surplus assets
in defined benefit superannuation funds.

2. The MCR and capital base for the international insurance businesses are calculated on o similar
basis to the Australian regulatory requirements and includes the capfive reinsurance operations
and the underwriters in New Zealand, UK and Thailand.

» The Group's regulatory capital base, as defined by APRA, has increased from $3.355m to
$4.384m during 1HO7 due to: ' :

«  Earnings after tax for the period (net of final dividend paid in October 2006); ,
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« The new capital raised in the month December 2006 by way of $750m share
placement ($737m net of costs) and the $625m issue of subordinated notes in UK
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($615m net of discount}. The notes are structured to quality as lower Tier 2 regulatory
capital under APRA's ules; and

s+ Anincrease in excess technical provisions margin of $35m. This was mainly due to
the reduction in the APRA premium liability provision relative to the uneamed
premium balance in the NSW CTP portfolio: less

\ = increases in goodwill ond intangibles due to the acquisition of Hoslings and
\ Advantage and in net future income tax benefits due to realisation of profits on
equity investments for which deferred income tax liabilities had been recognised.

» As the MCR has not chonged substantially, the MCR mltiple has expanded to 2.3%x
MCR. On a pro-forma basis, excluding the funds raised in December for the acquisition of
Equity Insurance Group, the MCR multiple would have been 1.86x.
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7.2.3 Capital mix

IAG Capital Mix

]
i
i
| 100% -
90%
80%
70%
60% A
50%
y 40%
0% A
20% {
10% 4
v 0% -
|
|
|
]

FYQ2 FY03 FY0a FY05 FY06 1HO7 Target

m Ordinary equity m Hybrid capital 11 Debt

The Group has had the same targel capital mix since listing in 2000. If was sel taking into
account the credit rating agency views of appropriate gearing limits for a 'AA’ rated entity at
the fime but, as noted previously, this is only one of a number of factors which need to be
considered in setling the Group's capital requirements.
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7.2.4 Total capitalisation and debt

Total Capitalisation

Hodoy 10}59AU] JOHL

Senior ‘
Subordinaled 424 M '],:éq
Resel preference shares 5504 - ‘:f. 550
Receiv ables financing debt {GBP) o , & .:20
less:_Cupiicised fransaction costs {14} [. ‘ “4]
Cross currency swap payable’ g5 o ,_tQJ
Toial Inferesi-bearing liabilitles 12965, [ M,970

Shareholders’ equity

Equity altibutable to hoklers of ordinary shares 3,263{:_ )
freasury shares {40} ;, )
Relained profils 2741, *
toreign cumrency translation reserv e (LI
Share bosed remuneration reserv e 19t
Hedging reserv es [

Tolal shareholders' equity {excl minority interests)
Total capitalisation

inisrsal coverage & debiratios
Hall-yeuar ended

Earnings before interest and lax {E8IT}

Famings belore interest, tax, depreciation and amortisation [EBITDA)

Market capitalsation:

- Ordinary shares {30 Jun 04: $5.35, 31 December DA: $6.35)
Telaldekif|Tolal debi+shareholden equily excluding minority interests)
Totaldeht/[Tolaldebit+tolal market capitalisation]

EBIF interest cov er (limes) ©

EBITDA interest cov ar {limes| *

Notes;

1. Cross curency swaps are uvsed to hedge the cumency exposure from the US$240m denominated
subordinated debt issue. The cross cumency swops are revalued fo take into account ;
movements in the USE/AS exchange rate and markei inferest rates and are reported as part of
interest paying liabilities.

2. Interest cover excludes interest payable on RES, which is offset by interest income.
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Yield (net of
AS interestrate | Call Date.
L Cuirency equivalent andcross ' Reset Date
Maturity profile of Group debt and reset principal principal currency | or Maturity
preference shares amount amount swaps) | Date* 5&F rating

Sm Sm |

long-term debt": T N

Hoday 10)s9nu) JOHL

A$50m subordinated floating rate notes . A$Sb 50 MNov-07 AA -
A$250m subordinated fixed rate notes . A$249 24% Nov -07 AA
NZ$50m senior fixed rote notes "-EVN;%SD 44 Aug-08 ‘AR
£15m receiv ables financing facility” '_*:‘”'L~". "£8 20} Nov-08 Mot raled
US$240m subordinated fixed rate notes’  + US$240 401 ApF-10 ‘AR -
€12m senior floating rate notes’ - - €12 i7 Sep-10 Notrated
€12m subordinated flcating rate notes? ) TE12 9L Dec-10 Notrated
U$$7.5m subardinated floating rate notest ‘U5$8 10 Dec-10 Netrated
£7250m subordinated fixed rale notes "£248 615 | Dec-16 A
Total debt o 1,427 |

Resel preference shares? i

IAGFP A 350 Jun-07 A
IAGPB 200 Jun-08 A
Total reset preference shares 550

Reset Exchangeable Securities JANG) £ 550 Mar-10 ‘A

Nofes:

1. Al long term debt (other than debt acquired as part of fhe oéquisirion of Hastings and
Advantage] has been issued os either a fixed rate, or hedged fo a fixed rate, with interest rate

swaps. The yields shown are pre-tax.

2. Borrowings acquired as part of the acquisition of Hastings and Advantage.

3. The A} equivalent of the A% proceeds received by the Group, net of reiated cross currency
swaps and excluding fransaction costs,

4. The dividend yields shown on the reset preference shares are the cash yields, excluding the value
to investors of the aitached franking credits. The principal amount excludes copitalised
fransaction costs.

5. The reset exchangeable securities pay a floating rate quarterly interest payment. The interest
yield shown is the cash yield for the curent interest period, exciuding the value to investors of the
attached franking credits.

»  In December 2006 the Group issued £250m ($615m nel of discount} of 20 non-call 10
subordinated noles in the UK as part of the long-term funding of the Hastings, Advantage
and Equity Insurance Group acquisitions. The notes are rated 'A’ by Slandard & Poor's
and have a fixed coupon of 5.625% per annum fixed to 21 December 2016.

7.2.5 Resel Preference Shares

> The first tranche of the Group's reset preference shares have a reset date in June 2007,
The Group infends to retain this capital in a form that meets Tier 1 capital requirements
and is curently assessing its options to do this in accordance with the terms of issue.
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7.2.6 Reset Exchangeable Securities (RES)

» The Group continues 1o have avaiable $550m of contingent capilal which is not
recognised on its balance sheet. This contingent capital is in the form of debt issued by a
subsidiary that is matched by a portlolio of high grade interest bearing secuifies. The
contractual set-off rights between ihe liability for the nétes and the assels held to support
them mean the two balances are offset for financial reporting puiposes. The terms of the
issued debt notes mean thatl the Group can direct the conversion of this debt to
qualitying regulatory capital in Australia at very short nolice. The debi securities, known
as reset exchangeable securities, are iisted on ASX (as IANG). If the securities had been
converied as at 31 December 2006, the MCR mulliple would have increased by 0.3x.

Pro-formo

Yier 1 Capital

Tier 2 Copital 1.215 o

Regulotory capilalbase 4,386 - ., b

Minimum capital requirement (MCR}* 1.832 - 7 -

MCR Multiple 2.39x -
Noles:

I, RES are not recognised in the Group's capital adequacy posilion as they are not eligible to be keated os
regulalory capital until such time as they are converted info qualifying regulatory capital instruments.

These amounts reflect the composition of the Group's copital adequacy pasition as at 31 December 2006.

Assuming ihere has been no change in the Group's capital adequacy position af the time of exchonge and
alf RES transaction costs have been amortised previously.

d, Assuming that the $550 million in investment assets have minimal investment charge and no matenal impact
on the Group's MCR.

7.2.7 Reinsurance protections

» The Group's catastrophe cover for all its non-UK operations was renewed effective |
January 2007 and cover was purchased up to a ilimit of $3.5bn. In addition to the
Australian and New Zealond businesses, the catastrophe programme also provides
coverage for the majority of the IAG Group's international businesses where ownership
was completed prior to 1 January 2007. This additional coverage is provided after
expiration of those entities’ own specific programmes.

» From 1 January 2007, the moximum retained catastiophe loss for o first event was
maintained at $200m. This retention drops to $75m for a second event and $50m for a
third event prior to 31 December 2007.

» The Group determines its reinsurance requirements on a modified whole of portfolio basis
{where whole of portfolic is the sum of all non-correlaled risk). ‘The limit purchased reflects
o 1in 250 year retum period on this basis and is significantly higher than APRA's single site
minimum puichase of a | in 250 years return period.

» The counter-party credit profile of the catastrophe programme has improved. The
expiring programme obtained cover for 75% of the limit from parties rated "AA-" or betier
by S&P and the 2007 programme now stands at 82% on the same basis. A portion of the
limit continues to be purchased on a “collateralised"” basis, where reinsurers deposit funds
equivalent to their participation in a trust fund. The properly surplus cover secured for
Australio and New Zeatand at 1 July 2004 is also currenily placed such that more than
0% is covered by "AA-' or better rated companies.

» A separale Aggregate Cover was secured at 1 January 2007 to provide protection
against infectious diseases primarily in respect of business interuption loss in property
policies. The cover initially provides aggregate cover for losses up to $800m in excess of
$200m and steps down in ling with the run off of exposure in ils criginal policies. The expiry
of the cover on 30 September 2007 is iimed to coincide with the anniversary of the Group
commenging-its policy.of excluding pandemic risk from its commercial insurance policies.
This is a positive purchase from a Group perspective allowing cerlainty of coverage and
aremoval of definitional issues which exist under catastrophe excess of toss covers.
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» The Group's UK operations purchase separaie reinsurance to proiect their motor
portfolios. Both entities cary o £1m deductible for this class of business. The Equity Red
Star properly reinsurance protections are placed with IAG Re Labuan (L) Berhad and
reinsured to the third party market while Advantage's covers are placed directly with ithe
external markets.

» . The casually protection was renewed at 30 June 2006. Unlimited cover was purchased on
statutory classes and for other lines cover was placed up to the originat underwriting imits
for each class. Cover was also secured for potential accumulations within a class or
between classes of business.

yoday J0)sand] J0H I

» The counter-party credit profile of the casually programme improved from 72% of the
limits placed with enfities rated 'AA-' of betler to the current level of 88% of limits ploced
with 'AA-' or better rated entities.

7.3 Return on equity
Return en Equity (annualised)
30%
25%
20%
15%
10%

5%

0%

2H05 1HO6 2HO6 1HO7
t1 ROE {Actual) attributable to holders of ordinary shares

B ROE (Normalised) attributable to holders of ordinary shares

Note: Normafised calculation was based on two adjustments fo actual NPAT fo holders of ordinary shares:

1. Sharehoiders' funds refum adjusted to be equivalent to the daily average 10-year bond rate
for the period, plus 4% pa for periods prior to 1HO7. For 1HO7 the same principle was applied,
but adjusted to reflect the lower allocation to equities.

2. The IHO7 ROE is stated afier excluding the equity of $737m raised in December 2006 from the
denominator.

» The ROE (normalised) for 1HO7 of 16.8% remains above the Group's goal of consisiently
delivering ROE for ordinary shareholders of at least 1.5x WACC on a nommalised basis.
Currently this equates to about 15%. : :

»  ihe increase in the ROE [normalised) relotive to 2H0é reflects a stronger insurance margin
in THO7. In addition, the Group was carrying surplus capital in 2H06.

» The average ROE reported since listing in FYOY is 13.8% and 14.5% on a normalised basis.
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7.4 Dividends

7.4.1 Dividends on ordinary shares

50.0 - Dividends per share

42.0

40.0 -

|~
//
rd

30.0 -

29.5

Cents

20.0 1

10.0 4

0.0

FY01 FY02 FYO03 FY04 FY05 FY06 1HO7

i1 Interim dividend W Final dividend B Speciat dividend

The Group has declared an interim dividend of 13.5 cents per share, fully franked. which
will be paid on 16 April 2007. This is in line with guidance provided.

The Group's franking balance at 31 December 2006 was $566m. The interim dividend wilt
absorb $101m of this. The remaining $465m provides the capacity to fully frank $1.085m
of distributions.

The Group's goals of delivering dividend growth and planning 1o pay annual dividends in
the range of 50 - 70% of normalised eamings remain unchanged. Normalised earnings
are determined by substifuting actual investment eamings on shareholders' funds with
long-term retumns (on the same basis as return on equity — as explained in Section 7.3).

However, as acknowledged during 2006, the time laken to complete offshore expansion
combined with the anticipated softening in commercial insurance markets meant it was
inappropriate to continue to grow dividends cansistently until underlying earnings were
growing ot a simitar pace. The Group expects to return to growing s dividends when the
newly acquired businesses make meaningfut confributions to the Group's resulis.

The Group's phitosophy on cash reluns to shareholders remains that it should retumn
surplus capital promptly to shareholders.  With a vision of growing the Group al an
average of 15% per annum measured over five year periods (o vision that has been
delivered duiing the past 10 years), the Group will need capital to expand. However, it
alse recognises that many, if nof most, of its shareholders are very interested in dividends,
parlicularly given the Group's abilify to conlinue to fully frank its dividends for the
foreseeable fulure. To date this balance has been achieved by:

+  Paying annual dividends. [f the FY07 full year dividends were to remain at the same
level as last year, ie 29.5 cents per share, the compound annuat growth rate in
dividends per share would be 20% per annum since listing in FYOI;

+  Returning surplus capital efficiently to shareholders in the form of buy-backs or
special dividends: and

*  Raising capitat when required to fund acquisitive growth,

» -—ihe-Group has declared ifs intention 1o underwrite the April 2007-dividend as an efficien!

means of providing addilional capital to fund potential bolt-on acquisitions.
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7.5 Sensitivity analysis

7.5.1 Investment market sensifivities

Sensitivity on NPST |

:s at . 30.iunP£ i

<] . N . Change In assumption i AR

Investment sensifivities o, o i

Equily market values: L i '
Australion equities - 1 PRI ST 68
Lisigd proparty trusis Lo +1% o8l " a7
Inlermational equilies (incl. priv ote equily) o +% 4.6 . - 2.2

Hadge tunds - : & 23 . 1.0
nierest rates: ) T

Ehohbe!

Inv estment returns -l%'é'r:l 0 b s ¢han .
- Ininlerestiales 976 47 2daa
Qutstanding ckaims «1% Chonga in nel| . “
" discaunt rafe; ns62)| [59.6],

The Group's exposure to equily markeis has reduced substantially following the changes in
assel! allocation implemented during 1HO7. There has been o consequent increase in the
exposure to interest rate movements,

7.5.2 Operational sensitivities

»  This tabie shows the effect of @ 1% change in key elements of the insurance operational
performance on the Group's annual profit before tax for the respective periods.

Sensitivity on NPBT

nsurance sensitivifies
Loss ralio - Auslralia
Loss ratio - International
Underwriting expenses
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Appendix A - Group purpose and strategy

Group purpose and strategy

» The Group's overriding purpose is to create sustainable value for its owners — its
shareholders. As a general insurer, the Group believes thatl this is best achieved by
delivering well on the following four key ienets:

Hoday 10}SaAU| LOHL

« Understanding and pricing risk;

¢  Paying claims;

«  Managing costs; and i
¢  Reducing risk in the community.

» Explanations of how the Group interprets these are set out in its annual report and on its
websile.

» To successfully deliver on its commitment to shareholders, the Group regards it as
fundomental that it generaie retumns above its cost of capital sustainably and keep its
cost of capital competilive by continuing to grow ifs business, organically and through
acquisition, while maintaining strong risk disciplines.

» The strategic financial goals which support IAG's growth objectives remain to double the
size of the business between 2006 and 2012 within the following parameters;

o Deliver fop quarfile shareholder retun;

« Earn a return on equity of at least 1.5 times the Group's weighted average cost of
capital on a normalised basis;

+« Continue to build an international platform, in Asia ana other markets;

¢ Maintain an 80:20 mix of short-tail : long-tail premivms; and

*  Maintain a 'AA’ category rating for the Group.

» In measuring progress against these goals, a balonced scorecard approach is used with
targets set and measured in four areas: Financial/shareholder; Customer; People (ie
employees); and Community.

» This report focuses primarily on the financial/shareholder aspect of the balanced
scorecard. More detait on the other aspects is provided in our annual sustainability report
—released each November and accessible on the Group's website.
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Appendix B - A snapshot of IAG

Australian Personal
Insurance Operations

The Awsiralion personal insuronce
business develops. undenwiles and
distibutes personal  insurance
product, and manages claims and
assessing services. 1l is the largest
insurance underwriting and claims
and assessing operation in Aushalia
and represents approximately 61%
ol ihe business.

The perscnal insurance products are
sold pimanly under the NRMA
Insurance  brond  in NSW,  ACT,
Queensiand and Tasmania. SGIO is
the pimary brond in Western
Ausiealio, ond  SGIC  in South
ausiratlio, - In Vicloria. the Group
distributes home, motor and other
insurance products through RACY,
Produchks are distdbuted through the
bronches, coll  cenlres and
representatives.  n addifion, the
Group sells o range of personal
insuronce  nationolly  under  the
Swann Insurance brand,

Personal insurance progucts
distributed nafionaly by CGU are
generaly sold by intermediaries
{insurance brokers and agents) and
business partners {financial
instilulions and afiancest.

Short-tail Insurance

Molor vehicle

Home and confents

Niche insurance, such os pleasure
crofl, veteron and classic cor.
caravan, and travel insurance,

Long-tait Insurance
Compulsory third party {motor injury
bty .

Australion Commercial insurance
Operations

The Aystralion commercial insurance
business develops. underwrites and
disirbutes insurance producis  for
businesses.

The commaercial insurance producls
are sold pAmanly under the CGU
insurance brond through a network
of more than 1,000 intermediaries
{insurance brokers and agents).

The Group is @ leading provider of
workers' compensation services in
Ausiralic and  operates in every
state and TJemtory except South
Austrcllio where there is a privale
involvement. In N3W and Victora we
collec! premiums  and  manoge
claims on behall of eoch Slale
Govemnment. In Western Ausiralia,
Tasmonia, ACT and the Norfhem
Temtory. the Group undenwrtes
policies and manages claims.
.Comprehensive risk management
services are ovailable 1o all
employer customers.

Commercial  insurance  packoges
are also sold directly under the retail
brands NRMA insurance, $GIO and
SGIC., These are largely largeled ol
sole operaion and smaller
businesses,

Shost-tail Insurance

Commerciat properiy

Commescict melor and fieel molor
Conslruciion and engineefing

Form, crop and livestock

Marine

Long-tail Insuronce

Public and producis liability
Professional indemnily
Direciors’ and officers’
Home woarranly

workers' compensalion

I
International |

NEW IEALAND

fhe New lealand business is 1he leading
insurance provider in l1he country in the
direct chonne! ond a leading inswer in
the infermedialed channel.

The Group holds approximately 36% ol
the New Zealond markel, and is strongly
positioned in all geographic merkets,

The Group provides insurance producls
direclly to customers under our Sicle
brand and through insurance brokers
and agents under our NI brand. The
personal lines and simpkfied commercial
products cre alo distibuled through
agents and under the third pary brands
by ihe corporate periners. who include
targe financial inslijutions,

Short-tail Insuranc e

Motor vehicle

Home and contents

Commercigl property, motor and lieet
maotor

Construction and engineering

Niche insurance. such as pleasure crall,
boal, caravan, and travel.

Rural and horticuliural

Marine

Long-tail insurance

Surgical

Personal ligbility

income protection

Commercial iabitily

EUROPE

IAG now owns two general insurance
operations in Ewrope which, combined,
underwmite approxdmately 5% of ihe
United Kingdom motor insurance merked,
Haslings Direct (with a Gibraitar hosed
undenwriter, Advantage) was acquired
in Oclober 2006 and the Equity
Insurance  Group  acquisition  was
completed in Janugry 2007. In additfion
to disiibuting under their brands, they
also  underwrile alffinity buwsiness ond
broke other insurers’ business.

ASIAN INTERESTS

IAG has inlerests in four businesses in Asia
-a controling economic inlerest in IAG
Insuronce Thadand {from July 2005): o
30% share of AmAssurance Berhad (rom
March 2006): a conhroling inferest of
96.1% in Thailand's Safety Insurance
following a public fender for shares
completed in March 2004; and 100%
ownmership of the Beiing Continental
Aulomobile Associalion [CAA] rocdside
assistance venlure in China.

Our brands:

nEWA scio SSIC

Insurance

6‘-‘“

—~

v Bz G Nrd onoy

@ AlIRBA  Hastingspmeer -+ "

t.ﬂlli'

@ equity

Not owned bylAG 2. Owned in joinf ventures {opproxrmore.'y 50% held by I1AG)
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Appendix C - Share price trends & top 20 registered holdings

1. Performance of |IAG ordinary shares relative to benchmark indices
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Spread to swap {bps)

2. Spread to Swap performance of Reset Preference Shares &

Subordinated Debt & Reset Exchangeable Securities

"o

3aud AJ1IN2as ss00

03 Aug-03 Mo Oc-od ulay-05 Dwc-05 LY. el

—[AGPA —1AGPE —lANG — NRMA 6.35% A Nov-07
——AG 5.625% £ 2026nc2016  —— IAGPA GROSS PRICE (RH-axis) —— LAGPE GROSS PRICE (RH-aus) IANG GROSS PRICE (RH-axis}

The first issue of reset preference shares (IAGPA} listed on 5 June 2002. The shares are
expected to pay a six-monthly fully franked dividend, currently fixed at 5.80% per annum.

The second issue of reset preference shares (IAGPB) listed on 23 June 2003. They are expected
to pay a six-monthly fully franked dividend, currently fixed at 4.51% per annum.

The RES (IANG) listed on 12 tfanuary 2005. Inferest is payable quarterly, The rate for the quarter
to September 2006 5.0143% per annum, fully franked.

The performance of the IAGPA, IAGPB and IANG prices can be expecled to be more directly
influenced by the interest rale environment than the performance of IAG's business or the
equity markels and the timing of payment of dividends.
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Appendix D - Key ASX releases

This schedule contains only a summary of the announcements made to the ASX since July
2006. [t does not include announcements of changes in Directors’ interests, nor the issue of
shares uporn exercise by employees of share rights. Reference should be made o a copy of
the ASX announcements should further information be required. These are avoitable on
www.iDg.Com.ay

31 January 2007 Scale back of share purchase plan

IAG announced that the share purchase plan had been over-
subscribed and applications were scated back on a pro-ata
basis fo 27% of the original applications. Shares were aliotied
on 31 January 2007 and refunds issued to applicants on 2
February 2007.

9 January 2007 Completion of the acquisition of Equity Insurance Group

IAG announced the acquisition of Equity hsurance Group
was completed on 8 January 2007 following receipt of the
necessary regulatory approvals. Mr Neit Ulley, Equity CEQ,
joined IAG's executive team from 8 January 2007.

18 December 2006 Placement of £250m subordinated notes in the UK

IAG announced the successful placement of £250m
subordinated notes to UK institutional investors as part of the
funding of the acquisition of Equity Insurance Group and
replacement of the short ferm debt which had funded the
acqguisiion of the Hastings ond Advantoge operations.
Standard & Poor's rated the notes as 'A' and have a 20 year
final maturity, which are non-callable for the first ten years.
The notes will pay a fixed rate of interest of 5.625% to 21
December 2016. The transaction settlement date was 21
December 2006.

15 December 2004 Share purchase plan defails

IAG released details of the share purchase plan announced
by IAG on 4 December 2004. The plan allowed eligible
shareholders to purchase up to %09 IAG ordinary shares al an
issue price of A$5.50 per share. A scale back was provided
for in the event applications exceeded $125m. The plan was
open from 2 - 19 january 2007. The allotment date for shares
to be issued under the plan was 31 Januaiy 2007,

4 December 2006 - Completion of placement of ordinary shares

IAG announced the completion of o $750m placement
{upsized from $600m due to the level of demand) of 1364 m
IAG ordinary shares via on institutional book-build, with the
shares being priced at $5.50 each and ranking equally with
existing IAG shares. The settlement for the new shares was 11
of December 2006, :
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4 December 2004 IAG acquires Equily Insurance Group

IAG announced the acquisifion of Equity Insurance Group,
the UK's fifth largest motor undenwrifer, for £570m {A$1.397mj).
IAG also announced an underwritten equity placement of
A$600 million to fund the acquisition with the balance of funds
being financed by a share purchase plan, internal funds and
proposed issue of subordinaled debt.

voday 10)SDAU) LOHL

Consequent on the acquisition, IAG upgiaded iis GWP growth
expeciations to 12 - 14% for the financial year 1o 30 June
2007.

At the request of the company, |IAG's shares were put in
trading halt on 4 and 5 December 20046 to allow the
institutional placement by means of a book-build to toke
place.

1 December 2004 IAG adjustment to equity market exposure

i IAG advised that it had adjusied its strategic asset allocation
and investment strategy resulting in an increase in cash and
| fixed interest securities to approximately 55% of invesied
| shareholders’ funds.
|

15 November 2004 IAG Annual General Meeting and 2004 Sustainability Report

IAG announced thail the Group was on target to achieve
GWP growth of 8-10% and a normalised ROE above 15% for
the full financial year. Based on the Group’s performance
during the first quarter guidance was given that 1IAG would
achieve the higher end of its original GWP growth guidance
boosted by acquisitions in Asia and UK.

IAG released its 2006 Sustainability Report at the AGM, which
delailed the Group's performance against o range of
indicators and IAG’s infention to become carbon neutral
within 1he next five years.

Annual General Meeting Poll Results

It was confirmed that Mr Neil Hamilton and Mr James Strong
where re-elected as directors of IAG.

The molion to adopt a Company's Remuneration Report for
the financial year ended 30 June 2006 was passed.

29 September 2006 - IAG announces the acquisition of Hastings and Advantoge
and enters the UK insurance market

IAG announced the acquisition of Haslings Insurance Services
Limiled and Advantage Insurance Company Limiled.
Hostings is the UK's fifth largest motor insurance broker and
Advantage Inswrance is a direct personal lines insurer,
specialising in moftor insurance in the UK market.  The
purchase price for the acquisition was £140m {A$350m). For
calendar 2006, Haslings was expected to generate A$500
million (£200 million) in annual gross written premium through
its broker business whilst Advantoge was expecied to
underwrite A$250 milion (£100 milion) in gross wiilten
' premium.
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24 September 2006

25 september 2004

20 September 2006

25 August 2004

21 July 2004

3 July 2004
Insurance

Dividends payable on Reset Preference shares

The board of IAG declared fully franked dividends on RPS |
[IAGPA) and on RPS 2 [IAGPB}. The record date was 29
November 2006 and payment date was 15 December 2006.

The RPS | (IAGPA) dividend rate per annum was 5.80% {with
$2.907% payable per $100 share).

The RPS 2 {IAGPB) dividend rate per annum was 4.51% (wilh
$2.2612 payable per $100 share).

Pricing of shares to be allocated under dividend reinvestment
plan

The ordinary shares  dllocated  under the  dividend
reinvestment plan (DRP} were priced at $5.3220 per share for
the 2006 final dividend. The DRP price was based on an
average market price for the ten trading days from 11 - 22
September 2006 inclusive,

Under the DRP, approximately 15.5 milion ordinary shares
were purchased on-market and alloecated to participating
shareholders on ¢ Ociober 2006.

Warning to IAG shareholders in relation to Mr David Tweed

IAG alerted its shareholders that Mr David Tweed, through his
company Direct Share Purchasing Corporation Pty Lid, was
believed to be preparing to Icunch an unsolicited offer for
IAG ordinary shares after requesting and paying for a copy of
IAG's ordinary share register.

Announcement of Full Year results - 25 August 2005

IAG announced a net profit after tax of $759m for the year
ended 30 June 2006 {30 June 2005: $/81m). The Board of IAG
deciared a record fully franked dividend of 16 cents per
ardinary share payable on ¢ October 2006.

Change in Substantial Holding for Capital Group Companies

Capital Group Companies announced they had increased
their comhbined holding in IAG ordinary shares from 7.2791%
voling power to 8.3621%.

Draft Transaction Agreements with China Pacific Property

IAG announced that negotiations with China Pacific Property
Insurance Co.. Ud (CPPl} had progressed o the stage of draft
fransaction agreements being confirmed for the purpose of
lodgement with the China Insurance Regulatory Commission
(CIRC) for preliminary review.

Under the terms of the draft transaction agreements, IAG
would acquire 24.9% of CPPI for approximately $350-375m.
IAG and CPPl intended 1o proceed to sign the transaction

" agreement as soon as possible following the CIRC's review

and formal approval by the shareholders of China Pacific
Insurance  (Group) Co.. Ud (CPIC Group). Once the
transaction agreements were signed there would tre—turther
regulatory approvals required which could take up to another
four months to complete,
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1.  Ordinary shareholders (IAG) as at 31 December 2006

LUnits Hald at end % of issusd

Rank Name Account Designation of period

Joday J01saAU] LOH )

1 1P MORGAN NOMINEES AUSTRALIA LIMITED -~ . . 282,060,571 18.3
2 NATIOMAL NOMINEES LIMITED 151,303,048 B75
3 WESTPAC CUSTODIAN NOMINEES LIMITED . 94,920,978 5.49
4  ANZ NOMINEES LIMITED <CASH INCOME AJC> 46,255,739 287
5 CATICORP NOMINEES PTY LIMITED 39,177,485 226
!' 5 RBC DEXIA INVESTOR SERVICES AUSTRALIA NOMINEES PTY LIMITED <BKCUST A/C> 21,818,597 126
7 COGENT NOMINEES PTY LIMITED N 21,2979 122
& CITICORP NOMINEES PTY LIMITED <CFS WSLE GEARED SHR FND A/C> 17,689,223 102
9 HSBC CUSTODY NOMINEES (AUSTRALIA) UMITED | . 16,061,972 083
10 CITICORP NCMINEES PTY LIMITED <CFS WSLE IMPUTATION FND AJC> 15,327,021 8%
11 QUEENSLAND INVESTMENT CORPORATION . 11,580,767 087
12 AUSTRALIAN REWARD INVESTMENT ALLIANCE 11,047 465 064
13 CINCORP NOMINEES PTY LIMITED «CF8 WSLE 452 AUST SHARE A/C> 10,420,925 06
14 UBS NOMINEES PTY LTD <116C AJ/C> 10,200,000 06
15 CIMICORP NQMINEES PTY LIMITED - PN «<CF S IMPUTATION FUND A/C> 10,158,572 0.58
16 AMP LIFE LIMITED §.322.384 054
17 LAG SHARE PLANS NOMINEE PTY LIMITED 47~ * <IAG PAR UNALLOCATED A/C> 1,471,408 0.43
18 AMNZ NOMINEES LIMITED <INCOME REINVEST PLAN AJC> 7,466 462 043
19 CIMCORP NOMINEES PTY LIMITED — <CFS WSLE AUST SHARE FND A/C> 7,088.473 041
20 ARGQ INVESTMENTS LIMITED 5,713,333 033
Total Top Holders Balance 1 796,402,512 46.04

2. Reset preference (IAGPA) Shareholders as at 31 December 2006

Units Held at % of Issued

Account Designation end of period Capital

1 - J PMORGAN NOMINEES AUSTRALIA LIMITED w050 | o .. o e meiie e fdabtn 2 397,424 1135

2 WESTPAC CUSTODIAN NCMINEES LIMITED 249,000 7.1

+3 «RBC DEXIA INVESTOR SERVICES AUSTRALIA NOMINEES PTY LIMITED . Vo C191,7M 5.48

4 NATIONAL NOMINEES LIMITED 168,175 465

. 5 UBSNOMINEESPTYLTD . =pi®: . . Chraa s UH . v : 156,183 4.48
8 CITICORP NOMINEES PTY LIMITED 145 570 4.16

7 GOGENT NOMINEES PTY LIMITED "> + - v " el . <SMPAGCOUNTS» 130,08¢ 32

B AMP LIFE LIMITED 100,000 288

8 UBS WEALTH MANAGEMENT AUSTRALIA' NOMINEES PTY.LTD. . Lot Thowdy - 56,187 168

10 ANZ NOMINEES LIMITED <CASH TNCOME A/C> 57,752 165

11 SHARE DIRECT NOMINEES PTYLTD' |, . .% . | w. s <NATIONAL NOMINEES A/C> 50,000 143

Y 12 MF CUSTODIANS LTD 33,068 087
; 13 ARGO INVESTMENTS LIMITERL™ + | R ' T TR - 30800 0.88
14 CITICORP NOMINEES PTY LIMITED <CFSIL cw1_m SPEC 5 AC> 28,351 081

15 BRENCORP NO,11 PTY UMIED L. . . S . s 22,500 osa

16 CITICORP NOMINEES PTY LIMITED <CFSIL CFS WS ENH YIELD AC 20,001 057

17 CITICORP NOMINEES PTYUMITED.™ " - " " " W Su,  <CMIL SWLTH INCOME FUND AXC> 20,000 057

18 ARMADA INVESTMENTS PTY LTD 18,500 056

18 CAMBOOYAPTYUMITED - %77~ 4 T e 18,350 052

20 GOLDMAN SACHS JBWERE CAPITAL MARKETS (o <HYBRID PORTFOLIO AIC> 17,658 05

Total Tap Holders Balance | 1,906.234 54 45
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Reset Preference {IAGPB) Shareholders as at 31 December 2006

Rank Nama

4

J P MORGAN NCMINEES ALSTRALIA LIMITED'
AMP LIFE LIMITED

SHARE DIRECT NOMINEES PTY LTD

COGENT NOMINEES PTY LIMITED

CITICORP NOMINEES PTY LIMITED

UBS NOMINEES PTY LTD

NATIONAL NOMINEES UMITED

CITICORP NOMINEES PTY LIMITED

ANZ NOMINEES LIMITED

CITICORP NOMINEES PTY LIMITED

RBC DEXQA INVESTOR SERVICES AUSTRALIA NOMINEES PTY UMITED

UCA CASH MANAGEMENT FUND LIMITED

MRS FAY CLEO MARTIN-WERER

GQOLDMAN SACHS JBWERE CAPITAL MARKETS LTD

UBS WEALTH MANAGEMENT AUSTRALIA NOMINEES FTY LTD
FORTIS CLEARING NOMINEES P/

WESTPAC CUSTODIAN NOMINEES LIMITED

PERPETUAL TRUSTEE COMPANY LIMITED

BRENCORP NO 11-PTY LIMITED

M F CUSTODIANS LTD

Units Held at % of I3sued

end of period
425427
199,374
<NATIONAL NOMINEES A/T> 150.000
<SMP ACCOUNTS> 239
96.072
89,024
81,110
<CFSIL CWLTH SPEC 5 A/C> 67,822
<CASH INCOME A/C> 83,611
<CFSIL CFS WS ENH YIELD AC> 32,056
<MLCI AC> 31,6389
24,473
20,000
<HYBRID PORTFOLIOQ A/C> 18,944
* . 18,815
<SETTLEMENT A/G> 18,158
! - 17,400 °
16,897
v - 18,000
10,638

Aceount Designation

Total Top Holders Balance 1,521,474

Capital
2127

76.07

Reset Exchangeable Securities (IANG) holders as at 31 December

2006

Rank Name

J P MORGAN NOMINEES AUSTRALIA-LIMITED . . IR

UBS WEALTH MANAGEMENT AUSTRALLA NCMINEES PTY LTD
NATIONAL NOMINEES UMITED o

CITICORP NOMINEES PTY LIMITED

ANZ NOMINEES LIMITED - -

CITICORP NOMINEES PTY LIMITED

UCA CASH MANAGEMENT FUNDALTD |

SUNCORP CUSTODIAN SERVICES PTY LIMITED

RBC DEXIA INVESTOR SERVICES AUSTRALIA'NOMINEES PTY LIMITED
RBC DEXIA INVESTOR SERVICES AUSTRALIA NOMINEES PTY LIMITED

SUNCORP CUSTODIAN SERVICES PTY.LINITED" -
COGENT NOMINEES PTY LIMITED

CRYTON INVESTMENTS NO 8 PTY LTD A
BRENCORP PTY LIMITED

SR CONSOLIDATED PTY LTDH . Voo

PERPETUAL TRUSTEES CONSOLIDATED LIMITED
HSBC CUSTQDY NOMINEES (AUSTRALIA) LIMITED: = ™ :
FORTIS CLEARING NCMINEES PJL

"ARGO INVESTMENTS LIMITED" S A S S

AUSTRALIAN EXECUTOR TRUSTEES UMITED

Account Designation

Units Held at % of tssued

eﬂd of periog

Cwl T T 790658

344,131

. L. .. 188212

102,680

<CASH INCOME A/C> : - 84,403

<CFSIL CWLTH 3P2C 5 A/G> 84,073
. et 70,000, |

<AFT> 69,344
<GSJEW A/C> . p ‘67,5657

<MLCI A/C> 66,923

<ACT» .- S L 52,845

50000

«GARNER NUMBER 1 A/C> ™ * 48,000

<BRENCORP NO 11 PTY LTD AC> 39,504

. t '\ R - 20,500

<ALLI.ANCE A 27,054

CESOUN e 26,898

<SETTLEMENT AIC> 26,193

e, e e .+ 25000

<NO 1 ACCOUNT> 22,220

Total Top Holders Balance 2,206,781

Capital
1438
626
.08
187
172
153
.27
1.26
23
1.22
0.e6
0.91
087
072
0.55
049
049
0.48
0.45
04

40,14
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Appendix E -
Segment analysis on current and previous basis of reporting

Consolidated Group

Current Reported ?rev&ous Reported

Hall-ysar ended Jun 05

Hoday Jojsanul L0H )

Gross written premivm ) 3,345

Giross sarned premivm 3,250
Reinsurance expense : . {243)
Net premiumrevenue . 3.007
lgt claims expense . {1.985}
Commission expense - [247}
Underwriling expense {550}
;A Underwrlting profit L 21%
i Inv esimenl incema on technicalreserv es f e
nsviance prefit 4 a45

Insuronce safias [
Lass rolio [ 46.0%
" Expense ralio : ~ 20.7%
' Commussicn ratio .- 8.2%
i Administration ratio 18.5%
Combined ralio . 92.7%
insurance margin (before tox) 18.3% 15.5%

Hall-year ended Dec 05 Cutrent Reparted Prevjous Reperied

ASin

Gross writen premivm . g ; 3,206
Gross earned premium 3320
Reinsuronce expense (235)
Nelpremivm revenuve 3,085
tlel ckoims espanse [1.970}
Commission expanie (254}
Underwniing expense 1584)
Underwtiting profit 77
Inv esimeni inceme on fechnicalreserv es 192
wnsurance profit 449

nsuiance ratios
63.9%

Loss ratio
Expense ratio 27.1%
Commisiion ratio 8.2%
Adminisirationratio 189%
Combined ralio ?1.0%
152%

insuronce margin (before tax)

Hall-year ended Jun 04 Currant Reported Previous Reported

ASm

Gross written premivm 3,229
Gross sarned premium - Col nz
Reinsurance eapense {333
Nel premivmrevenue 2.885
tigl cloims expense {1.785)
Commission expense {2501
Underwvriling expense {566)
Underwrifing profit 264
Inv esimanl income on technical reserv es £ 1o
nsvrance profit kEL)

Insvrance ratios B
61.9%

Loss ratia l‘

Fypense ralio : 29.0%
Commission ratio i . B.7%
Administration ralio : . 20.3%

Combined mlio___ T IV _sosh

Insurance margin (belore tax) .. Iﬁ.d’if 13.0%
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Australian Personal Lines

-l

I

[=3

-

3 Hall-year ended Jun 05 )

g Curtent Reporied Previous Reported

o I

= e

= Gross wrilten premivm ]

? Gross earned premivm : .., 1950 1,950

-g Reinsurance expanse v [73}? 1127

= Net premivmrevenue 1" I 3 . ],87?: 1,823 ,
Nei ckrims expense ib . (!:333]} [1.283}
Commission expense \ .5'-.. N - Illvé]“‘ (1186)
Underwriling expense a P .' {3415)' (338)
Underwriting profit I T - 86
Inv esiment income on lechnicalreserv es P T 14%, 145

231

Insvrance profit
Insurance ratios

Loss ratio
Expense ratio 249%
Commission ratio &.4%
Administrafion ratic 18.5%
Combined ratio 953%
12.7%

Insytance margin {before tax)

Half-year ended Dec 05
Previous Reported

Gross written premivm

Gross earned premivm 1.973
Reinsurance expense (93
Nel premivmievenve 1,880
Nut claims expense {1.28%}
Commission expense b £122)
Underwriling expense T (342)
Underwrlting profit 5 . ) 5, 127
Inv esiment income on technical reserv es IR Lo e

‘ ; 244 N

Insvrance profit
Insurance raties

Loss satio
Expense ratio 24.7%
Commission ratio 6.5%
Administration ratio 18.2%
Combined ratio ?3.3%
13.9%

Insurance margin {before iax)

Half-year ended Jun 04 N
Previous Reported

T T T T T T T S ~ T Asm

Gross wiltten premivm i 1.924

Gross earned premivm [ 1.%17

Reinsurance expense P (124]

Neipremiumrevenue {. 1,351 1.791 ;

Hel claims expense g 71,227} .17y

Commission expense oy {124)

Underwiriling expense 7[35?} {352}

Underwriting profit e 144

Inv estment income on technicol reser es p 74 ' ;
218

Insvianc e profit
Insvronce ratios

Loss ratic

Expense ratio -_ :‘2_6'1% 26.6%
Commission ralio &7% 69%
Administralion ralio {‘ 19.4% 19.7%

-——Cembined ratio s ‘;“92‘4%_._,__ 92.0%

Insance margin (belore tax) o Hy U1)8% 12.7%

=1
[
c
=
o
=2
Q
1]
>
c
(%]
-
g
F
o
=]
=
bl
L
3
..
(1]
o
'
>
2]
A
2]
[
(=
(=]
[~
-~
[
-]

Page 55




: Australian Commercial Lines

Half-year ended Jun 05

Current Reported frevious Reported

|

Gross wiilen premivm ) . 887,

Joday J01SaAu] ZOHL

Gross earned premium . .. 803

Reinsurance expense . i?alg

Net premivmrevenve - i _710;-

Nel claims expense {395y

Commission expense . . [L:1:18

Underwriling expense o ) ’ [Hé};

Underwriting profit 79

Inv estmeni income on lechnical reserv es 87
1648

Insurance profil

fhturance taties

Loss ratio 56.3%

Expense ratic 32.8%

Commission ratio 12.2%

) Administrotion ratio 20.67%
H Combined ratio 89.1%
23.1%

Insurance margin [belore tax)

Half-year ended Dec 05

Gross wrilten premivm
Gross earned premium 823
Reinsurance expensa [85)
Nel premivmrevenve 128
Nel cloims expense {4051
Commission expense {86]
Underwriting expense [155)
Underwrlling profit 78
Inv estment income on technicalreserv es 5%
Insvrance profi! 137
{oss ratio ? . 55.4%
Expense ralio o 340%
Commission ratic 117%
: . Administration ratio .! 22.3%
R Combined ralio - K 89.4%
Insurance morgin (before tax] { 18.6%

[

Half-year ended Jun 06 .
Frevious Repasted

' 5 o ] - .

Grots wiitten premium [
Gross earned premivm { 788
Reinsutance expense 1 [156)
Net premivmievenuve 632
Net ckaims ex pense B [30%)
Commission expense (83)
Underwriting expense i {152}
84

Underwriling profit
Inv estment incoame on technical reserv es

nsurance profil
Insurance ratios

Loss ratio 48.9%
Expense rotio 37.2%
Commission ratio . R 13.1%
Administration ralio ; T CgeR 24.1%
Combined ratic Do " ara 86.1%

- -—insuytance margin [betore fax) _ * R 15.5%-———— 17.4%
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international

Hall-year ended Jun 05

Current Repotted Previous Reported

e O R

Gross wrilen premivm

Gioss earned premium 494
Reinsurance expense {34)
Ne! premiuvmievenue 462
Nel claims expense {#%8)
Commission expense [44)
Underwiiting expense [70)
Underwriting profil ‘48} 50

Inv estment income on technicalreserv es

Insurance profit
insyrance ratios

Loss ratic

Expense rafio 247%
Commission rafio ?.5%
Administration ratio 15.2%

Combined ratio w892 892%

Insurance margin [before tax} f;‘, e T149%, 139%

Half.year ended Dec 05 .
Previous Reporied

Gross written premium
Gross earned premivm 524
Reinsurgnce expense {57
Net ptemivmrevenve 467
Net clkims expense {272}
Commission expense 1aé}
Undereriting expense {77}
72

Underwriling profit
investment income on technicalreserv es

Ihsvrance profit
Insurance ratios

Loss ratio
Expense iatio ?26.3%
Commission ratio 9 8%
Administration ratio 16.5%
Combined ratio B4.5%
18.4%

Insurance margin {before fax)

Haif-year ended Jun 04 X
Previous Reported

ASm

Grots written premivm 526
Gross ecrned premirm ° 512
Reinsurance expense (50
Nel premivmievenve 442
Nel claims expense (304)
Commission expense [44)
Underwriting expense 83)

3

Underwiiting profit
Investment income on technicalreserv es

Insurance profit
tnsurance raties

Loss ratio 66.2%
Expense ratic 22.0%
Commission ratio 9.5%
Adminisiraiion iatio 17.5%
Combined 1atio 93.2%
lhsurance margin [belore 1ax) - 9%
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New Zealand

Half-year ended lun 05
Current Reported

Grois wiilen premivm .

, Previous Reported

Gross earned premivm 494
Reinsutance expense [34]
Neilpremiumievenue 462
Net claims expense - .. [?98)
Commission expense ‘ {44)
Underwriting expense , {20)
Underwriting profit l' 50
Inv esiment income on technicalreserv es I ! 14

insveance profit
Insurance ratios

Loss ialio 3

Expense ratio ¥ ' 24.7%
Commission ratio By ¥ 4 ?.5%
Administration ralio N . 15.9%; 15.2%

Combined ratio e e 89 89.2%

Insurance margin (belore 1ax) i ' ] 7 14.3%; 13.9%

Half-year ended Dec 05

I
Previous Reported

]

Gross written premium IR T 494
Gross earned premium ) s 507, 507
Reinturance expense ? {45)
Net premivmrevenue i 462
Net claims expense -,":“ 126%}
Commission expense : {46}
Underwriting expense { {75)

72

Underwriling profit
Inv estment income on fechnicalreserv es

Inswrance profit
[nsurance ratios

Loss ralio

Expanse ratio ; 26.2%
Commission ratio ) 9% 10.0%
Administration ratic ! 14:8% 16.2%

Combined ratio . 84.6% 84.4%

insurance margin [beiore lax) § PR, T 18,6% i8.6%

Haoli-yeor ended Jun 0é

Gross wiilen premivm

I
'

‘Previovs Reporled

|

Gross sarned premivm $ 462
Reinswance expense o . (32)
Nelpremivmievenue ) 429
Net cliims expense ] (287
Commission expense 1 139
Underwriting expense (74}
Underwriting profit 29

13

Inv estment income on technicalraser es

Insurance profit
Insurance ratios

Loss ratio by 66.9%
Expense ratio » : 26.3%
Commission ratio f‘ o 9.1% ?.1%
Administration ratio P . 18.2% 17.2%
Combined ratic . 93.2%; 93.2%
fnsurance margin (belore tax) - ' IUUR - A 8%
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Appendix F - Glossary

The following is @ glossary of the terms used in this report including terms commonly used in the
insurance industry.

AIFRS: Australion equivalents of International Financial Reporting
: Standards.

APRA: Australian Prudential Regulation Authorily.

ASX: ASX Limiled

Business volume: this measures the volume of business at a point in lime. The

basis of the measure depends on the class of business. In
personal lines classes of business, the relevant volume measure
is "risks in force". Meanwhile, in commercial classes the volume
measure is “policies in force”. The dilference in the definition is
required to caplure the distincl nature of IAG's business mix.

Combined ratio: represenfs the total of Net Claims Expense incurred ond
Underwiifing Expenses, as a percentage of Net farned
Premium. It is equivalent to the sum of the Loss Ratlic and
Expense Ratio.

CTP: compulsory third party insurance, which is liability cover that
molorists are obliged to purchase.

Expense ratio: the ratio of Underwriting Experses to Net Earned Premiumn.
Expenses are split into administration and commission, with rates
calculated on the same basis,

Fire services levy (FSL): FSL is a tax on insurers to assist government funding for fire
services. FSL is an expense of the insurer, rather than
government charges directly upon those insured. The insurer is
responsible for paying -the FSL, usually in arrears. The amount
paid by the insurer does not depend on the amounts collected
from those insured in relation to the levy.

Gross written premivm (GWP): Ihe total premiums relating fo insurance policies undenwritten
by an insurer or reinsurer during o specified peiiod, before
deduction of Reinsurance premiums.

Group: IAG and its subsidiaries.

Insurance maigin: the ratio of insurance Profit to Net Earned Premium.

Insurance profit: Underwriting Result plus investment income on Technical
Reserves.

Long-tail: classes of insurance (such as CTP and workers’ compensation

insurance) with an averoge period between the lime when
earned premiums are collected and final setilement of claims,
which is generally greater than 12 months.

Loss ratio: the ratio of Net Ciaims Expense to Net Eamed Premium.
MCR: minimum capital requirement as defined by APRA.
Net claims expense: insurance claim losses incurred plus claims handling expenses

minus Recoverias.

Net earned premium (NEP):  Gross Written Premium plus/minus the decreosefincrease in
unearned premium less the reinsurance expense opplicable to

that period/premium.

Page 5%
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Probability of adequacy
(PoA):

RACV:

Recoveries:

Reinsurance:

Reset exchangeable
Securities {RES):

Reset preference shares (RPS):

Risks in force;

Shareholders’ funds;

Short-tail:

SEP:

Technical reserves:

Underwriting:

Underwriting Expenses:

Underwriting profit/{loss}):
Underwriting resvit:

Unearned premivm.

WACC: —

the estimaied probability that the amounis set aside 1o settle
claims will be equal 1o or in excess of the amounis eventually
paid in respact ol those claims. This estimation is based on o
combination of prior experience and expectations, actuarial
modeling and judgemeni. APRA’s prudential standard GPS
210 requires general insurers to maintain @ minimum probability
of adequacy of claims reserves of 75% for the purpose of
assessing solvency under the Insurance Act 1973 {as amended).
It is clso known as the probability of sufficiency.

Royal Automobile Ciub of Victoria (RACV} Limited.

the amount of claims recoverad from reinsurers, third parties or
salvage.

the practise whereby one party (the Reinsurer}, in consideration
for a premium paid to il. agrees to cover cerlain pre-agreed
liabilities of another party (the Reinsured] arising from insurance
poiicies issued by thot Reinsured.

Reset Exchangeable Securities issued by IAG Finance [New
Iealond] Limited and quoted on ASX as IANG. The issuer is
wholly owned subsidiary of IAG.

Reset preference shares issued by IAG in two tranches and
listed on ASX as IAGPA and IAGPB. .

risk refers to the subject matter that an insurance policy or
contract protects {for example, number of vehicles. houses,
employaes). An insurance policy may cover one risk or many
risks, depending on the terms of the poficy. Risks in force are a
measure of the iotal number of risks covered by an insurance
company at a pointin time.

the investmeni porticlio other than Technical Reserves. It
essentially represents the shareholders' capital that is not being
utilised in day-to-day operations. '

classes of insurance {such as motor, home and small-to-
medium enterprise  commercial) with an average period
beiween the time when premiums are earmed and final
settlement of claims, which is generally less than 12 monihs.

Standard & Poor's Rating Services or Standard & Poor's
Investment Services.

the investments held to back provisions for outstanding claims
{including incurred but not reported and incurred but not
enough reported) and Unearned Premium, net of Recoveries
and premium debtors.

the process of examining, accepting or rejecting insurance risk.
and classifying those accepled, in order to charge on
appropriate premium for each accepted risk.

those expenses incurred as a result of Underwriting activifies,
including sk assessment, commission expenses and other
acquisition expenses.

see Underwriting Result.

Net Earned Premium less Net Claims Expense less Underwiiting
Expenses.

the porfion of premium wiitten applicable to the unexpired
portion of a policy.

weighted average cos! of capital. -
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ASX Liraed

ABN 38 G0E 524 601
Exchangs Cantie

Level 4, 20 Hridge Street
FACSIMILLE Sydney NS 2000
Depariment:  COMPANY ANNOUNCEMENTS OFFICE PO Box M2
Australia Sguace

NAFE: 22022007 MM 1215
. Telephone o 2 ©227 4
FIMI 0823140 sizphor 7033
1me.'net i R ASY. COM. AU
1o INSHRANCE AUSTRALIA GROUP LIMIUTED DX 10427 Ziock Exchiange Sydney
AN NOY 0202 8072
FROM: ASX TIMITED - Company Announcements Otfice

SUIEC I CONFIRMATION OF RECEIPT AND RELEASE QF ANNOUNCEMENT

MInNAGH:
We conlirm the receipt and release 1o the market of an annosncement regarding:

Inveslor Presentation Shdes

LI ASX considers an anpouncement to be sensitive, trading will be hatted for 10 minutes,

[V vour snnouscenient is clssilicd 5 ASXN a8 sensilive, vour company’s seeurities will he placeil intny pre-cpen™
statls G ASN s triuding ssstem. Phis nicans that trading in vour company’s Securitics is temposariiy stoppe:L
aifow the nErket e W assess the vontents of your announcement. "Pre-open’™ is approx. 1 miputes for a1
announcements but g e 30 minutes (approx) for keover announcements.

e Tpre-open” perisd is completed, Tutl trading oF the company™s securilies recommences.

PLEASE NOTE:

I secordmee with Goidknee Note 14 of ASX Listing Ratles, it is mandatory 10 elodge announcements using
ASN Online, Fax is avidlable for emeraeacy purposes and costs AS3SSU (incl. GST). The only Tax nomibs s use
i~ 1900 9949 274
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Financial results
Half year ended 31 December 2006

Michael Hawker, Chief Executive Officer
George Venardos, Chief Financial Officer

22 February 2007

Insrancy Austiaka Group Linuted
ABHN 60 080 739 923 |

Good morning. Welcome to the Insurance Australia Group resuits briefing on our
results for the six months ended 31 December 2006.

Copies of all the materials we are using here this morning are already on our website
and an archive of this presentation will be published later today.

As usual, we'd like to complete the presentation before taking questions from those of
you here with us in person this morning and from those on the phone lines.
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NPAT up 15.8% with return to growth U
in 1H07 IAG

cw e

+ Relative to 2H06 AN

—~ Net profit to holders of ordinary shares increased 15.8% to
$345m

— Earnings per share of 21.42 cps up 14.4%
* GWP up 2.9% to $3,324m relative to 2H06
+ Insurance margin of 13.3% (2H06 12.4%)

— Soft cycle in commercial lines, while long-tail classes
continue to perform well

- Effects of re-basing our NSW comprehensive car pricing
~ $125m in storm costs even though no 'catastrophe’
* Interim dividend maintained at 13.5cps
» Successfully completed two value accretive acquisitions that
will provide future earnings growth ’

lruurance Austraks Group Lmwted ABN 6D 030719921 4

| am pleased to be able to report an improved profit for shareholders in 1HO7 of $345m, which is 15.8%
ahead of 2H06. The result is lower than the $461m reported for 1H0B which included both the peak in
insurance marging and even higher equity market returns than 1H07.

Our GWP is back in growth mode and we have generated an insurance margin of 13.3%. As usual in our
business, there are a number of moving factors influencing the result. In this period, the most significant
include;

* The solt cycle in commercial. This has obviously put downward pressure on premiums and margins in
short-tail but the overall segment continues to be more than adequately supported by continuing
recognition of the benefits of tort reform in our actuarial reserving;

+ Our decision nearly a year ago to rebase our pricing in our largest single portfolio, NSW comprehensive
car, so that it is priced very competitively relative to the other major insurers. This contrasts with our
approach for a couple of years prior to that where our pricing had crept above the zone of being keenly
competitive, White we were generating very attractive margins, this was at the expense of growing our
book. We now have a more sustainable base (in terms of price and margin) and supported by
reinvigoraled marketing in NSW, the NSW motor book is growing again. This approach, combined with
tower average market values of the car fleet, has seen our average in-force premiums for the direct motor
portfolio reduce by 2.6% relative to a year ago. Within this NSW comprehensive car average premiums
are down 4.9%: and

* Thankfully, we haven had a major loss such as Cyclone Larry so far in this financial year. However,
we've still experienced a number of significant storms — $125m in aggregate compared with $231m in
2H06 ($66m excluding Cyclone Larry). The storms of most note within this total were:

+ NSW windstorms on 25 & 26 September

- Newcastle hail storm on 31 October

- NSW & Victorian fire storms — December 2006

» Armidale hail storm - 21 December 2006

» Canberra hail storms — 29 & 31 December 2006

We've maintained our interim dividend at 13.5 cents per share, fully franked. As indicated when we

announced our resull last August, we thought it appropriateto-siow down the growth in dividends until we
delivered renewed earings growth. And, of course, having announced the acquisition of two profitable UK
motor insurance operations during the haif-year, we are on track to do that.




Segment results ¢

IAG
EONIEUN
Resulls by area et
Auslralia 37 7% 22%
New Iealand 42 {53%) 15%]
Asia 0
Europe -
Invesment on shargholders' tunds 194 |- 152%) {15%}
Olher (7131 7%} {22%)
Nel profit before tax 502 }at {28%) 5%
Tax expense & minorily inlessts {20431 33% 10%
Net profit after hax 298 [25%) 16%

* Operating result of Australian operations increased cver prior periods

* New Zealand generating solid resuit for a short-tail business but reported profit
hampered by systems investment and LAT

» Results from ongoing Asian operations increased, Alba in start-up mode
+ European acquisitions to deliver in 2HG7

» tnvestment income on shareholders funds the key driver of volatility in reported

profit — now significantly de-risked
(naurance Austraba Group Limted ABN 60 D9D 739923 5

The first part of this slide gives an overview by geography of our operating results. It
shows:

+ The operating result of our Australian operations has continued to increase each
period except for ZH06 which bore the costs of Cyclone Larry;

*The New Zealand business is generating solid returns for a short-tail business but
reported profitin 1HO7 has been held back by investment in new systems and
provisions arising from the liability adequacy test; and

+The Thai and Malaysian insurance operations increased their contribution to the Group
results but this was offset by start-up costs in Alba.

The income from European operations will start to grow in 2HO7.

Finally it can be seen that the greatest volatility in our results is investment income on
shareholders’ funds. We significantly de-risked the portfolio during 1HO7.



Normalised ROE in-line with target U
IAG

Return on Equity (annualised) [T
Mt
Cdinage

30%

25%

20%
Average Normalised 14.5%

15%

Average Actual 13.8%

10%
5%

o - : — e
2HOS5 1H06 2H0G 1HO7
t1 ROE (Actual) attributable to halders of ordinary shares

# ROE (Normalised) attributable to holders of ordinary shares

- ROE has been calculated excluding the equity capital raised in December 2006 for the
purchase of Equity Insurance Group
+ Averages are since listing in £YQ1

Inswrance Aistiaks Growp Limited ABN 60090 732821 6

L)

The Group delivered an ROE of 19.5% in 1HO7.

' The Group's weighted average cost of capital remains around 10% so we have
' continued to deliver at least 1.5 times that figure with a normalised ROE of 16.8%.
As usual, our normalised ROE is calculated by restating earnings to include long-term
returns on equity investments rather than the actual market returns. The adjustment in
1HO7 reflects our re-weighting of shareholders’ funds investments to a lower exposure
to equity markets during the period.
The average reported ROE since listing in FY01 is 13.8% or 14.5% on a normalised
basis.
This ROE performance is not being delivered through over-gearing — the Group retains
its ‘AA’ rating from Standard & Poor's.




Dividend maintained U’/
IAG

50.0 - Dividends per share st
Australia
AT 1Y

FYOi Fyoz FY03 FY04 FYD5 FY06 1HO7

U Intarim dividend m Final dividend W Special dividend

» Interim dividend increased from $215m in 1HO6 to $237m
+ Represents 68.7% of reported earnings and 79.5% of normalised earnings

+ Since listing, the cumulative dividend payout is 84.4% (71.1% including FY06& special
dividend) of cash earnings

= 1HO7 dividend to be underwritten to fund future growth

Inswrance Australia Group Limded  ASN 60 D30 71992 7

As | noted earlier, we've kept our interim dividend flat at 13.5 cents per share {cps). This
is 79.5% of normalised earnings for the period, ie above the top of our target range of
50-70% of normalised earnings. We think the higher payout ratio is justified in the
current circumstances where we are confident of growth in normalised earnings in the
coming year on the back of the momentum in our Australian portfolios and the growing
contribution from our offshore businesses.

Since listing in FY01, our cumulative payout — including the special dividend paid in
FYO06 - is 71.1% and, if one assumes a final dividend for this year of at least 16.0 cps,
the compound annual growth rate in dividends (excluding the special dividend) would be
at least 20%.

The Board has resolved to arrange to underwrite the current dividend to provide some
capital to fund future growth, including bolt-on acquisitions.




Financial results overview (ﬂé

Financial Results/Ratios Hall-year Hall-year Hall-year - IAG

anded ended ended ended Szt e
LR N

Jun 05 Dec 05 Jun 06 Dec 04 REEN

Financial Overview

Pickil atiributable o holders of ordinary shares [A§m)
Reported ROE % {Avg Equily) lo holders of ordinary equity pa
Hormalised ROE % [Avg Equity) 16 hokders of ordinary equily pa
investiment incoma on sharehoiders tunds {ASm}

Hel canh low from operalions [ASm)

Basic EFS [cents)

DPS (excluding special dividend)

Group General Insrance

GWP {A¥m)

insurance prolil {A§m)

toss ratio

Expanse ralic

Compined rolic

INSWEONCE MATTn

Caplicl $trength

Probabikty of adequocy of

general insurance choims igserves 92.5% ] 0%} . '?ﬂm’. —

L RS

1ACR muitiple - Group 20041 .DES'J

Ingusance Ausiretia Group Limted  ABN 60 030 739923 8

I'd like to draw your attention to a few lines on this chart.

Firstly, the GWP and insurance profit lines. With four haif-years on this slide, one can
see the fall in our GWP in the year to June 2006 and the rebound now underway and
the similar trend in insurance profit.

The Group's probability of adequacy on its claims reserves remains at 90%.

The MCR (minimum capital requirement} multiple of 2.38 times is artificially high
because of the funding raised for the Equity Insurance Group acquisition which was not
settled until January. George will address the underlying position during his
presentation. :




Strong insurance ratios in a U
competitive market ,AG/

LI
A ek
i

Expsns ratio Lozs ralie
85.5% §4.3% B6.4% §5.4%

.05 106 2H06 o7 203 06 17
= Armoslabon rate 4 Commzen rao s mesm Loss Rate === Irruneed Losa [abo
Combined ratio tnsurance macgin (before tax}
o . 2% #.I% A% 92.2% % 0%
14 0%
120%
o%
L1
50%
4 0%
20%
2os 108 2106 ot oo
m—— Corrtared Rato —— Immuraed Contred Rabe 203 1r08 0 HOT

Insurance Australm Growp Limied AEN 60 090 739 923 9

While the reported loss ratio has increased over the two prior periods, the immunised
loss ratio {(shown as a red line) is a more realistic reference to understand the trends in
the underlying ratios.

The immunised ratic removes the change in the loss ratio arising within each period from

changes in the discount rates applied to claims during that period. Here it can be seen
that there has been an improvement in the ratio in this period.

The result in 1H0O7 has not relied on any unusually high releases from reserves. We
acknowledged that the overall level of reserve releases was high in 2ZH06 with the

change in our probability of adequacy on claims and recognition of increased’

diversification benefits. In 1HO07, the Group's total releases from reserves are very similar
to both 2H05 and 1H06. We remain on track for 10 consecutive years of releases from
prior year reserves - which is not unexpected with an increasingly diversified book and a
90% probability of adequacy.

The components of the expense ratio have remained very stable relative to 2H05. While
moderately up on the two periods preceding that, this is not unexpected given the
downward movements in premium rates. In actual dollar terms, for example, the
underwriting and administration expense in Australia, excluding fire service levies,
actually decreased by $16m relative to 2HO6.

Overall, there is considerable stability in the results.




Operating expenses kept flat U

Operating Expenses [A$m} AR
Actual 1,657 1,645 1,680 1646 e
Inflated 1,657 1,723 1,792 1,864
2,000
1.800
1,600 §
1.400 i
1200 3
E ) 871
w 1000 ¥
800 ;.‘,
600 2
400 3
200 ¥
i &
FYO4 FYo5 FY08 FYo7 1HO7
Annualised
wAWLE N i1 Resl of woild e Aual & N (inflabon 4% YY)

= Allowing for seasonality (higher expenditure in the second-haif of the financial
year), FYO7 expenses expected to remain closely in line on a like-for like basis

« Overseas component will grow as UK businesses included for a full six months
in 2H07

Inawrance Australia Groug Limited ABN 60 050 738 923 10

One of the key cost measures we track is what we refer to as direct expenses. It is
effectively all our ‘internal’ costs. It excludes third-party commissions, any payments to
claimants, claims suppliers and for government levies and taxes.

The prior periods, as previously reported, excluded our operations outside of Australia
and New Zealand as well as integration costs and merger & acquisition costs. The
eguivalent figure for 1HO7 is $823m which has been annualised on this chart to
$1,646m — relative to $1,660m for FY06. However, with inflation still to come in the
second-half of the financial year and acknowledging there is some seasonality with our
expenses, a claim of keeping the expenses flat is more appropriate.

In real terms, allowing for inflation at 4% per annum as this is reflective of wages growth
(the largest single component), our costs have continued to reduce in real terms.

During this period, for example, we have benefited from:

- New banking arrangements which have reduced both our fees and facilitated
increased automation of manual processes and reconciliations;

- Reduced service calls as our SCV customer relationship management system is
generating the expected savings through reduced rework as customer data is more
accurate and easily updated; and

- Increased use of our CGU Connect platform.

The expenses for our overseas operations, excluding New Zealand amounted to $48m
bringing the Group total for the half-year to $3871m., of which $29m related to the UK and
will clearty grow in 2HO7 when both Hastings and Equity are included for a full six
months. .

While there is a bias towards higher costs in the second half, we still expect our costs —
on a like-for-like basis — to reduce in real terms as we improve the efficiency of our
operations. . e — -
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Recovery strategy delivering in NSW U
personal lines IAG/
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+ During 2H086, we rebased pricing to be more competitive, improved supplier
relationships and, leading into 1HO7, introduced more focused product marketing.
This is generating the anticipated recovery and market shares stabilised during 1HO7
and velumes are now growing.

Insurance Australis Group Limided  ABN B0 090 739 923 "

In the final quarter of FY06, we undertook concerted action to stem the losses in our
NSW car and home books. To do this, we rebased pricing to be more competitive,
improved supplier relationships and, leading into 1HO7, introduced more focused
product marketing.

This strategy, which we regard as sustainable, has delivered:

» Renewal rates that have been running at over 93% for both NSW car comprehensive
and home insurance since June 20085;

» New business volumes that are stronger than they have been for a number of years;
and

+ In 1HO7, a return to growth in these two key portfolios.

The return to growth takes time as the in-force book on which renewals are offered is
smaller. However, market shares have stabilised during 1HO7 and the book now has
the momentum to maintain market share and, we expect, generate some above system
growth while continuing to deliver insurance margins that meet our return on capital
targets. Trends so far in 2HO7 support this view. '
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Customer service levels improved ()jé
IAG

(XTI

* The Customer Service Index for direct personal lines distributed by the st
Group increased from 80 to 83 during 1H07

* Renewal rates in indirect personal lines portfolio increased from 82%
to 85% during 1HO7

* In CGU renewal rates remained above 80% despite the soft
envirgnment

— New crop insurance e-business application

* 100% success in the renewal of national workers’ compensation
accounts for the December renewal period

— Launch of “ live”

+ |AG NZ's customer satisfaction indices also improved over the year
— NZI: 84% to 91%
- State direct: 86% to 87%
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The improvements noted on the previous slide would not have been sustained without
also maintaining our focus on customer service. The NSW book is a key component of
the national results of our CSI (Customer Service Index). The score increased from 80 to
83 during 1HO07.

Customer service measures vary across the organisation but each area has
demonstrated improvements.

In our third party distributed business, renewal rates increased from 82% to 85% during
1HO7.

In CGU, renewal rates remained above 80% despite the soft environment. This reflects
the ongoing focus on our clients' needs. We're also continuing to improve our e-business
applications. We launched a crop application this period and within a very short period
had over 400 intermediaries using it.

Our CGU and our Business Partnerships teams working together had a 100% success
rate in renewing national workers' compensation accounts for the December renewal
period. In NSW, the Group has led the market in introducing an e-business application,
referred to as “live", which enables employers and brokers to obtain online quotations
and certificates of currency as well as permitting electronic lodgement of injury
notifications.

In New Zealand, satisfaction in both our broker and direct channels increased — to 91%
and 87%, respectively — and our Business Partners again reported satisfaction in the
mid-80s. The State business will be launching Easybiz in New Zealand in coming
months leveraging the knowledge of the market within NZI and the success of this
product which led the way in Australia.

12




Progressing our offshore expansion — w
Hastings and Equity in the UK ,AG/

LITRI TN
g

HastingspirecT

(i

Qwned brokers

| @
Nl Underwriter SR
gole

«  Own two leading broking brands. Combined, they rank third in the UK market for
personal lines brokers’

+ Control two insurance underwriters which, combined, are the fourth largest underwriter
of UK motor insurance!

! Rankings bassed on GWP
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As you are aware, our strategy includes a target to double the size of our business
each five years while maintaining a rating of AA for the Group and a normalised ROE of
at least 1.5x WACC. | don't propose to review the rationale for that here today hut
merely note it as context in terms of our offshore activity during 1HO7.

We began executing transactions in Asia during FY06 and moved to this stage in the
UK in 1HO7 and agreed to buy both Hastings and Equity. These two assets fit very well
with our strategy of focusing on motor insurance led businesses and, in mature
markets, seeking businesses that have sustainable and profitable positions through
selective underwriting and retail customer access.

I'd now like to turn to our newly acquired UK operations and present an overview of the
two operations together.

Before moving into the operational side, I'd like to mention governance. We've putin
place a UK Board to oversee the Group’s interests in the market. The membership of
that Board includes Philip Colebatch, our newly appointed main Board director who is a
UK resident, the CEOs of both Equity and Hastings and myself. Neil Utley, CEO of
Equity Insurance Group, is the Managing Director of the UK holding company and
Peter Connell, CEO of Hastings, is Deputy Managing Director.

Operationally, we now have two key distribution brands — Hastings and Equity
Insurance Brokers. Hastings also owns and operates another brand — Peoples Choice
- and not all of Equity’s broking outlets operate under the Equity brand at this stage but
Hastings and Equity Insurance Brokers are the key brands.

We also have two underwriters — Equity Red Star and Advantage Insurance Company.
We own 100% of Advantage and 64% of the capacity in Equity Red Star {Lloyd's
Syndicate 218).

All of the operations source premium from other underwriters and brokers. The
following slide shows the flows and sources.
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Overview of the UK income streams U
IAG

[T

At :Il
E200m £143m i
GWP fea base

"Hastings'| “£15tm -

Hastingsoirecy equity e [l D
~ AN ) M 7S - 5

. Bquity, | ~ E33m:,

insurer £353m |t .-;;_‘3.,-‘_

- AGhwoad o
oo |Et13m
* IAG owngd's

External Brokers

£64m Advantage (::W:P' R w* V;rs.t\zmil -

'Grussfees& T y00m
-cdmmlssions RIS I S

ALl Equity Red Star

* Based on calendar 2006 ~ pro-forma as if IAG owned throughout 2006, nycance Australia Group Limited ABN 60090 739 523 14

This diagram attempts to capture the flows of premium through the Group's UK
businesses. The figures are drafts for the whole of calendar 2006,

Starting at the top, the white boxes record a total of £343m in broked premiums. £199m
of this GWP generates fee income for the Group as it is not underwritten by the Group.
The balance of £153m - about 45% - is underwritten by Equity Red Star and
Advantage.

Equity Red Star and Advantage also underwrite about £511m of premium distributed by
other brokers (represented by the purple boxes on the left).

This brings the total underwritten GWP to about £664m. Of this, approximately £198m
is attributable to the third party names within the Equity Red Star syndicate (Syndicate
218) leaving over £466m for recording by the Group. At current exchange rates, this is
almost $1.2 billion.

The gross commission and fee income on the broked business is in the order of £80m
or $200m. This is a very valuable stream of income with a low requirement for
economic capital to back it.

14




Growth opportunities in the UK | w
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«  Premium rises in the UK motor insurance market have started to gain traction

* Hastings has an excellent website and growing usage of it — over 40% of
quotes and almost 20% of policies

* Equity Insurance Brokers has a strategy of acquiring branch distribution and
moving to underwrite more of the broked business on a selective basis

* Strong presence in the affinity market
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The cycle for motor insurance in the UK market has started to turn, as indicated on the
chart shown. This is the AA British Insurance Premium Index, the benchmark in the
UK. In the year to Becember 2006, it records an increase for comprehensive motor of
5.7%, of which 4.35% was in the final quarter. Both Equity Red Star and Advantage
are putting rate increases through successfully and the broking arms are seeing the
same from other insurers.

The penetration of the internet for distribution of motor insurance in the UK is far higher
than in Australia and New Zealand. This is probably, at least in part, due to the
fragmented market in terms of brands. While both our broking businesses have
websites, the Hastings website is a key part of its branding presence. The latest
available surveys quote internet sales in the order of 15 — 20% of the market and
growing to close to 30% by 2009. Hastings already exceeded those figures in 2006
with over 40% of quotes, and almost 20% of policies, sold on-line.

Equity Insurance Brokers has been pursuing a policy of buying regional high street
branches and networks for a few years now. It has undertaken 19 acquisitions and has
a successful modef of working with the vendors to keep customers and migrate more of
the underwriting to Equity Red Star on a selective basis. Typically, the portion
underwritten at acquisition may be only 5% at acquisition and move to over 50% within
two years. Equity also seeks to obtain better commission terms from the remaining
panel underwriters.

When we agreed to acquire Equity it was already pursuing a number of opportunities to
acquire more distribution. In January it completed the acquisition of Open & Direct
Insurance Services, the second largest broker in Northern Irefand. This acquisition -
which cost £25m - means Equity is the largest distributor of motor insurance in the
province. The acquisition was tested against IAG’s hurdles, including EPS accretion
within a year, before being allowed to proceed. Equity is continuing to look at other
such low-risk bolt-on acquisitions.

———Equity Red Star also has an established position in affinity-business, the fastest

growing segment of the market. Recent wins in this field include Nissan and Alliance &
Leicester.

All up, we believe our recently acquired operations are very well-placed to deliver
growth and value for the Group.
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The Australian insurance portfolic composition is 72% Australian personal lines and
28% Australian commercial lines in GWP terms. During 1H07, the Australian
insurance business generated insurance profits of $385m and an insurance margin of
14.8%. This was largely in line with 1H06 and an improvement of $55m, or 1.9% in
insurance margin terms, on 2H0G.

The mix of profit contribution from each line of business has changed between the hatf-
year periods reflecting the different dynamics within each division and the advantage of
having a diverse book. Both segments are experiencing underlying margin pressure
due to lower average prices but continuing to benefit from long-tail claims trends being
better than anticipated.

The provision of $165m for the costs of Cyclone Larry in 2H08 was key to the relative
performance of that period. In 1HO7 there has been no such catastrophic loss but
continued high frequency of storms are a feature of the result putting us above our
expected loss ratio in Personal Lines for the period. In contrast, Commercial lines
benefited from lower than expected individual large losses and continued favourable
experience from the long-tail classes during 1HO7.

Prior year reserve releases were $99m for 1HO7, down from $162m in the prior
comparative period.
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The Australian Perscnal Lines business produced an insurance result of $202m and an i
insurance margin of 10.8%. This resuit is below 1H06 and 2H06 by $44m and $16m,
respectively.

GWP of $1,923m was in line with the prior period and marginally below 1H06. The
volume of risks in force in the direct portfolio returned to growth during the period.
However, changes to the NSW CTP scheme effective 1 October 2006 reduced
premium by $13m in 1HO7.

Renewal rates in the direct NSW comprehensive car and home portfolios remained
over 93% during the period.

The Queensland and Western Australia direct portfolios also continued to grow market
share during the period.

As mentioned earlier, the net claims expense includes a large number of storm events
which cost $111m compared with $116m in 2H06 which included costs in respect of
Cyclone Larry.

Aside from volatility in storms, claims frequencies in the short-tail classes have
remained quite stable on a national basis in both direct motor and home. There has
been a slight upward trend in collision claims frequency in the direct NSW car
comprehensive portfolio in recent months which has been offset by continued
reductions in theft frequency. For example, the number of theft claims incurred in 1HO7
decreased by 5.6% relative to 2H06.

The 1HO07 underwriting and administration expenses of $345m was an improvement of
$5m on 1HO6 and $14m on 2HOS.

Excluding the fire services levy, the expense ratio improved to 15% in 1HO7, from 16%
in 2HO6. This was achieved against a backdrop of increased advertising spend which

will continue into 2HO7. e

Total reserve releases for the APL business were $30m for the period versus $59m in

the 2H06.
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During 1HO7, the soft market conditions in the commercial insurance market continued,
with competition intensifying across all major lines.

Against this backdrop, the Australian Commercial Lines business recorded GWP
slightly ahead of 1HO06 and detivered an insurance profit of $182m, representing an
increase of $46m when compared with 1THO6 and an increase of $73m against 2ZH06
which was impacted by Cyclone Larry.

The improved performance in 1HO7 was led by the short-tail commercial lines portfolio
which benefited from a lower incidence of large losses.

The profit also benefited from continued favourable claims experience in long-tail
classes and prior year reserve releases of $94m, which is in line with the $87m
released in 1HOG.

The 1HO7 expense ratio of 32.1% improved from 34.1% in 1HOG. This improvement is
particularly pleasing in the context of falling premium rates. :

A core element of Australian Commercial Lines' strategy for long term profitability

throughout the insurance cycle is to maintain effective relationships with brokers and
improve levels of service and product offerings. This effort has resulted in customer
retention rates being sustained above 80% despite the challenging rate environment.

The fee based businesses generated a profit of $27m in 1H07, compared with profits of
$7m and $1m in 2H06 and 1HODB, respectively. The increase is attributable to the
improved results in the workers' compensation business where the Group manages
government underwritten workers' compensation business in NSW and Victoria.

The premium funding business has continued to grow and remains profitable. This
market is experiencing increased competition from a range of financial institutions.
Loans outstanding at 31 December 2006 were $158m compared to $131m at 30 June
2006, representing an increase of 20.6%.
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The International Business segment is in transition from being almost exclusively
comprised of the Group's New Zealand operations to inciuding Asia and Europe.

The growth in the 1HO7 is attributable to the first full period of ownership of Safety
Insurance in Thatland and the inclusion of the Hastings/Advantage Group from October
2006. '

Going forward we will also include the Equity Insurance Group, which incorporates
Open & Direct, a broker in Northern Ireland which was purchased on 17 January 2007.
If you combine the underwritten premium for Equity Insurance Group and Advantage
for the year ended 31 December 2006, the UK operations wrote approximately £466m
or $1.2bn of GWP.
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The New Zealand husiness delivered a margin of 9.0% for the period.

Consolidated GWP from New Zealand has fallen largely due to a lower average
exchange rate for the New Zealand dollar during 1H07. In local currency terms, GWP
of NZ$537m remained in line with 1H06 and is consistent with the seasonality of the
business.

Net earned premium reported for 1H07 increased marginally from 2H06. The apparent
fall relative to 1HO06 is almost entirely due to the NZ dollar's depreciation over the past
year.

The 1HO7 loss ratio of 60.3% represents an improvement of 5.7% on 2H06 due to a
lower incidence of major storms. The 2H06 result included around $20m in losses from
major snowstorms in June 2006. The underlying business has also experienced some
increases in frequency and claims costs, primarily in home insurance which has been
the driver of rate increases over the past year.

The 1HO7 expense ratio of 33.4% increased by 6.1% relative to the 2HO6.

Commission rates are rising in New Zealand where cluster groups of brokers are
winning higher rates in a soft commercial market. The commission expense rate
increased 1.4% during the period.

The Group is in the process of completing the implementation of the Australian
personal lines system in New Zealand for the direct personal lines business. While
external systems development costs are being capitalised, there are considerable
internal costs which are expensed as incurred. These costs have driven an increase of
1.0% in the expense ratio relative to 2H08 and 1.5% relative to 1H06. Costs have also
been incurred on improving the systems used for the interface with business partners.

In addition, the assumptions used in the liability adequacy test led to a write down of
deferred acquisition costs in the period that added 2.5% to the expense ratio. The
business delivered an insurance_ margin of 11.5% before this adjustment. e

21



‘Asian operations L”é
IAG

Tt o
Avnlbalne

Hall-yeor  Hall-year Half-year
Aslon epotations endad ended ended
Jun 05 Dec 05 Jun 06 T

ASm

Gross wiltien premium

Gross earned piemivm
Keinurance sxpense

Net premlum revenus

Hes claims expense

Commission expense

Underwriling expense

Underwrliing profit

Investment income on lechnical reserves

Insurance profit

Share ol prolit from associales

Fee based business ' {2

Carporale expenses

Total Aslan operations resul

Insurence ratios

Lossrotio

Expense ralio
Commission ratic
Adminishation ratio

Combined ratio

swrance margin {belore tax)

bvsurance Austalis Group Limited  ABN 60 090D 739 923 2

The insurance profit of $5m represents the performance of the Group’s two Thai
businesses:

NZI Thailand which is essentially a commercial insurer, was acguired in July 2005 and
Safety Insurance which is principally a motor insurer has been consolidated since April

2006.

The Thai insurance market, which has been averaging growth in excess of 10% per
annum for over five years, grew by only 6.3% in calendar 2006. This has been driven
by lower motor vehicle sales (which slowed as a result of rising fuel prices), higher

interest rates and a decline in consumer confidence in recent months. The Thai

Department of Insurance estimates growth for calendar 2007 at 8% and motor vehicle

sales growth is forecast at 1.5%.

Higher repair costs are a key component of the increase in the loss ratio. This is being

offset by tight cost control over promotional expenses and keeping growth in
administration costs below the growth in the business.

The share of profits from associates represents the Group’s 30% share of the net profit

after tax of AmAssurance, a composite insurer in Malaysia.
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The Group’s portfolios underperformed the return on benchmark by around 50 basis
points for tHO7. This is the first half-year period to show under-performance after
seven consecutive half-years of out-performance.

The return on the Group's technical reserves includes the return from the three alpha
transfer strategies; the Australian equities and listed property overlay, the international
fixed interest overlay and the market neutral long/short strategy. The active
management of these assets, after allowing for the fixed interest return foregone and
associated costs, detracted $12m from net pre-tax return over 1HO7 following gains in
each of the previous five half-year periods.

The Group's shareholders' funds are invested across a range of diversified asset
classes and managers. Following the change to the strategic asset allocation
implemented during the half-year, Australian fixed interest and cash represented 50%
of the shareholders’ fund assets as at 31 December 2006, Australian equities
represented the next largest component at 27.9%, followed by international equities of
9.6%. The fotal pre-tax return from shareholders’ funds was $166m for 1THO7.

The gross return on the Group's Australian equities portfolios was 11.2% which is 1.7%
behind the benchmark return for the period.
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The Group's regulatory capital base, as defined by APRA, has increased from $3,355m
to $4,386m during 1HO7. it includes:

= The new capital raised in December 2006 by way of $750m share placement ($737m
net of costs) and the $625m issue of subordinated notes in the UK (3615m net of
discount). These notes are structured to qualify as lower Tier 2 regulatory capital.

+ An increase in the Group’s excess technical provisions of $35m due to a lower
premium liability in CTP; less

» Deductions for the goodwill and intangibles arising from the Hastings/Advantage
Iinsurance Group acquisition.

As the MCR has not changed substantially, the MCR muiltiple has expanded to 2.39x
MCR. On a pro-forma basis, excluding the funds raised in December for the
acquisition of Equity Insurance Group and Open & Direct, the MCR multiple would have
been 1.86x. Post the acquisition of the Equity Insurance Group, this number has
reduced to around 1.70x MCR. Based on our economic capital modelling, this level of
MCR coverage indicates we have surplus capital.

However, there is a difference between the amount of capital that the rating agency
requires based on its generic market based models for a ‘AA’ rating and our own
internal capital model. The S&P model is now running at around 10% above our
economic capital assessment and, as such, does not recognise our surplus capital
position. ’

S&P recently advised us that our inaugural Enterprise Risk Management Assessment
is excellent, which is the highest assessment available under their methodology.

We continue to work closely with the agency so that they can acquire a greater
understanding and leve! of comfort from our internal capital modelling and our
operational risk management capability.

24



Michael Hawker

Insurance Austiaka Group Limed
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FY07 Outlook QO
' IAG

» Continue to grow and diversify our earnings i i
— Deliver the targeted synergy benefits for Hastings & Equity o
-- Maintain pipeline of potential acquisitions
—  1HO7 interim dividend to be underwritten to fund future growth
* Generate GWP growth of 12 - 14%
— From organic business and acquisitions
— Excludes non-consolidated GWP of associates
« Deliver normalised ROE of at least 1.5x WACC *
- Increasing importance of fee-based income siream
— Pricing discipline maintained - for GWP and acquisitions |
— Continued focus on cost containment |
« Maintain strong balance sheet and prudent reserving

* Subject o no catastrophes or large Iosses beyond our allowances and no major falls in bond
values.

Insurance Australa Group Limited ABN B2 090 739 823 Fa)

The themes of our outlook for the balance of FYO7 are largely unchanged from what we
presented at the beginning of the year. The detail is different as a result of having
delivered the acquisitions of Hastings/Advantage and Equity Insurance Group. This
provides more clarity on the source of growth in income and earnings for the balance of
FYO7 and into FY08. These acquisitions also underlie the current guidance on GWP
growth for FY07 of 12 -14%.

We had hoped that we would have income from a 24.9% investment in China Pacific
Propenrty insurance by now. Unfortunately this is not the case even though we had draft
agreements finalised last July and continue to receive strong support from the various
government bodies involved. The parent company, CPIC Group, is dealing with a range
of challenges, including some issues arising from the agreements with the strategic
partners in the life insurance business. This has delayed completion and the timing of our
investment is now unclear. We remain in talks with CPIC and continue to believe that
investing in China’s insurance business is an important part of our long-term future.

In the meantime, we continue to develop opportunities elsewhere as evidenced by our UK
acquisitions and our commitment of resources to Asia. The prospect of investment
opportunities is why we have decided to underwrite our dividend and build a small bank of
capital to support further bolt-on expansion by our businesses.

We expect to deliver at least 1.5x WACC for FY07. We received comment last year when
we didn't give insurance margin guidance. With the increasing importance of fee income
to our profits, insurance margin guidance is becoming less indicative of overall profitability
and effective use of capital by the Group. For this reason, we intend sticking with ROE
guidance and will also move to providing more information about our fee income business

in future investor reporting.

However, we are confident of our insurance margin remaining very respectable for the
rest of the year — subject to the usual caveats noted on the slide. The pressure from
reduced pricing in commercial lines is expected to be more than offset by a combination

of:
- cost containment in our existing operations,

" focus on delivery of synergies in our UK businesses; —
- the return to growth in Australian personal lines; and
- the expectation that there may be more releases from long-tail classes.
Now, we'll take some questions ...
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TSR performance since listing

Total Shareholder Returns - Since Listing
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LI ASX considers an announceinient (o be sensitive, (rading will be halted for 10 minutes.
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Group Limited

ABN 60 030 739 923
388 George Street
Sydney NSW 2000
Telephone 02 9292 9222
iag.com.au

22 February 2007

Manager, Company Announcements Office -))J

Australian Stock Exchange Limited :

Level 4, Exchange Centre

20 Bridge Street l AG

SYDNEY NSW 2000 Insurance
Australia

Group
Dear Sir/Madam
INSURANCE AUSTRALIA GROUP LIMITED (‘1AG*)

Correction to Ex Dividend Date for Interim Dividend payable 16 Aprit 2007
Please be advised that the Ex Dividend date of 8 March 2007 for the Interim Dividend
payable on 16 April 2007 announced today and referred to in the Media Release and
Investor Report accompanying the release of IAG’s Appendix 4D Half Year Report — 31
December 2006 was incorrect and should be 7 March 2007.

Our apologies for this error.

Yours sincerely

Glenn Revell
Group Company Secretary

GACSCDep'CSCUsen AS X200 T AGYFeb'22020T Comection 1o Ex Dividend Daie doc
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2007 Trading Calendar

Non-business and non-trading days for 2007

The following table sets out the days when ASX is closed for business and/for settlement. Please read in
conjunction with the footnotes. Information on trading hours is also available.

‘
H

Applies to : ‘ ! i
Public Holiday Date follg\‘:ing T’;‘:;';'g Acfﬁtitt?r-nzgtm Ac?t?gltz"ji\'gH g::‘ }
i i States | j (CHESS) (DCS) l
%New Year's Day "}’;?:Lda?y AL I Closed gnggﬂ'eme"“ gﬁgﬁe"'e’“e“" {No l
iDevonpOrt Cup é‘\j\;iﬂr;erySday‘lO;TAsa ;0pen é/S\gt_:_lce;ment- E}S\(e:tlt_liement- éYes |
Australia Day 5;'::;56 |ALL éCIosed Rgfgttiement ) 283 ettlement - 'No
! Labour Day mgp:hay 5 wa8 i Open igt{_!gment i igtlt_:ement ) gYes
E%%?g?;?}ﬁg’:ide mg:ﬁ?ym VICITAS! e NoSetloment- \Setlement- |, |
Canberra Day mgp:hay 19 ACT® Open ﬁgt;lgment- ice:tltliement- Yes g
Easter Thursday . ALL !g:;;% igt{]gmenl- Egtﬂement- gYes ;
;Good Friday ?Friday6ApriI ALL ;;Closed i;\lgTSgttlement- {EEI_S' sttlement - éNo
gEaster Monday ;MondayQApriliALL Closed éﬁgfgu'eme"“ o Settlement - No :
'Easter Tuesday ;:ﬁfdaym TAS10 {Open Eigt}lgment- igt!t.llement- Yes !
|ANZAC Day Holday S‘A‘:ﬁﬁ"esc’ay 1AL Closed fﬁgfg‘“eme“" No Settlement - No i
§AGFEST éFriday4May TAS! |Open ‘igtT"gme"‘ Frsia Yes |
‘Labour Day .Monday 7 May :QLD" gopen ;:f\gt}'g"‘e"“ %igtlt_liemirlt;_ _Yes .
Foundation Day Monday 4 W Al3 Open :Settlement - igtlt_liement - Yes

“June
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ASX Limited
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Department: COMPANY ANNOUNCEMENTS OFFICE PO Box Ha24
i Australia Square
AT P 2032007 NSW I8
. Telephons 61 2 0227
LIMIE: 00200 14 slephane &1 2 82270334
Internat hits Faneer. asx,.com au
Ton INSURANCE AUSTRALIA GROUP LIMITED DX 10427 Stock Exchange Sydney
FAX N 02-2202.5072
IFIROIM: ASX LIMETED - Company Aanouncemenis Qffice

SUHSIEC 0 CONFIRMATTON OF RECEIP T AND RELEASE OF ANNOUNCEME-NT

MESSAGE:
We confivm the reeeipt and release to the market of an announcement regarding:

Interim Report to Shareholders

IF ASX considers an announcement Lo be sensilive, trading will be halted forr 10 minutes.

I vour annutneement is classifiad by ASX as sensitive, vour conpany’s securities will be placed into “pre-open™
stalls o ASN s trading svstem. This means that trading in your company’s securities is emporardy stoppad. o
atow the market time 1o assess (he contents of yYour annotmeenient, ~“Pre-open’™ is approx. 10 mintes for mast
annchncements bat can be 50 nunutes (apprrox) for takeover announcements.

tince pre-open” period is comipleted. fuld vading of the company”™s seousilics recomme iees,

PLEASE NOTL:

to avccondinee with Guidinee Nete 14 of ASX Listing Rudes. it is mandatory 10 etodge announcements using
ASN Online. Lax is available {or emergency purposes and costs AS3S50 gincl. GST). The only fax numines o tse
is 1900 999 279,
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$345m $3,155m  $420m $166m 13.3% 13.5¢ 19.5%
et profit after tax Net premium insurance profit Investment incorme Group insurance Interim dividend Return on equity
increased 15.8%on  revenue increased of $42C million on sharehoiders’ margin of 13.3% is  of 13.5 cents per of 19.5% remains
the previous period. 4% on the previous  was 2 solid result funds was down, below the 15,1% share, futly franked,  above the Grup's
period, in a highly in the context of reflecting lower In the previous is in line with the target of 1.5 times
competiive market.  trading conditions retums. corresponding previous interim our weighted average
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our comhined Fuidance provided in
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achieved 14.8%.
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HOW WE'VE PERFORMED

FINANCIAL PERFORMANCE FINANCIAL POSITION .
Sbe rmonths ended Sh, rnonths ended As at As
31 Dec 2008 31 Dec 2005 31Dec 2006 31 Dec 2005
$m Sm $m $m
Net premium revenue 3.155 3,111 Investments. 11,843 10,803
Net claims expensa {2,033) (1,985) {Other assets 4,998 4,553,
Commission expensa (259) (254) Imangibies 1,920 1,538
Underwriting expense (619) (598) Total assets 18,761 16,594
Underwriting profit 244 274 Claims provisions and
Insurance profit 420 489  uneamed premium 10,674 10,363
Net profit attributable to Bomrawings and other liabilities 3570 2.762
holders of ordinary shares 345 461 Total llabilities 14,244 13,125
Net assets 4517 3.769
Enquity atiributable 1o 1AG shareholders 4,344 3,597
Minofity imterests 173 172

Tekal equity 4517 3,769
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Customers expact their claims wifl be
paid. That's why we're here. But what
makes us different is the way we pay
ciaims - w2 focus on replecing their
poods or getling themn back to work as
quickly a5 possible,

UNDERSTANDING AND PRICING SISK
When custiomers take out insurance
they want 10 know tha price we charge
is accurate and fair. That's why we use
our extensive data records to help us
caleutate each customer's premium
o ensure it Is neither overpriced nor
underpriced.

crimé: make our roads, homes-and

REDUCING RISK

No one wants 10 experience the
hardship that leads to makingan © -
Insurance claim. IAG invests e ©
programs to reduce the ingidence ¢t

liplothy sefer: help prévent fife
rigt feduce’ our-envimnmental inpact
“bacause the fewer risks there are, -
the better for sveryone.

We are pleased to advise Insurance Australia Group Limited {1AG) has recorded a net profit
after 1ax of $348 million for the first half of the 2007 financial year, While this is down on
$461 million recorded in the previous correspanding period, it is a 15.8% improvement on
the six months to June 2006, demonstrating the Group's business performance is gathering
mamentum and transitioning to a new path of growth.

Tne Group I1s already starting to see the benefas of our strategy to diversify our risks and
develop ino an international general insurance group through the purchases of the Haslings
and Equity motor insurance businesses in the UK. These new opportunities have come at a
challenging time In the Australian and New Zealand markets, where competitive pricing and
pressure in commercial rates from the soft cycle continue.

The result was achieved on an insurance margin of 13.3% and will enable payment of a fully
franked intedim dividend of 3.5 cents per share,

The strength of the result was impacted by lower investment retums on shareholders' funds
decreasing to $166 million. We changed the Group's investment allocation strategy in the final
quarter of 2008, which has reduced exposure {o equity market volatility.

UNDERLYING BUSINESSES ON A GROWTH CLRVE

One of the mast pleasing aspects of this result is that our Group revenue, margin and prafit
have increased compared to the second half of last year. The ability to sustain an insurance
margin of 13.3% {12.4% in the previous period} despite a soft cycle in cammercial lines,

a morve competitive pricing strategy in Australian Persenal Lines and the removal of some
premlum from the NSW CTP market demonstrates the business is well insulated against
market volatility.

In our largest business, Australian Personal Lines, we have developed a more sustainable
business model based on reinvigorated customer service, productdfocused marketing and a
maore competitive price position. The success of this strategy is evidenced by renewal rates in
direct NSW car comprehensive and home partfolios above 93% and in December our Share of
NSW CTP registrations almost reached our June 2007 target of 38%.

Our Australian Commercial Lines business deliverad & strong margin, benefiting from sontinued
favourabtie developments in long-ail classes and a focus on managing our relationships well,
atihering to underwriting disciplines rather than pursuing unprofitable marketshare.

Dffshore, our businesses in Asia cantinue to grow, and the result inckuded the first contribution
from Hastings, one of our UK businesses.

DIVIDENDS AND CAPITAL MANAGEMENT

The Group raised $875 milticn in equity capital end $625 million in debl in December 2006 and
January 2007 as funding for the Equity acquisition. This included an institutional placement and
retail share purchase plan which were both heavily over-subscribed at $5.50 per share.

Earnings from the period together with new capital issued in the funding of Equity have heiped to
maintain our *AA" rating by Standarg & Poor's for our key wholly-owned Australian insurers.

The Boand has dectared an interim dividend of 13.5 cents per share fully franked, in Jine with the
previous intenim dividend. & will be paid on 16 Aprit 2007 to shareholders registered on 14 March
2007, The Board expects to retum to growing dividends when the acquired businesses make
meaningfut contributions to the Group's resuits,

OUTLOOK

We remain on track to meet our full year guidance of 12-14% gross written premium growth
while maintaining return on equity at least 1.8 times weighted average cost of capital.

Our Australian and New Zealand businesses are well positioned to continue defivering quality
returns in & competitive market.

The acquisition of Hastings and Equity, and growing contributions from our Asian operation,
add to our offshore eamings potential. We will also continue to pursue international expansicn
oppartunities which meet aur stringent Investmeny critesia.

The strategy of the business continues to reap rewards, and your Board and management wilt
continue to harness this momentumn te deliver sustainable value for shareholders.

b

James Strong Michael Hawker
Chairrnan Chief Executive Officer



R3]

ASX Limiter
ABN 98 008 %524 691

Exchange Centre
Level 4 . 2¢ Bridge Street
FACSIMILIE Sydney NS 2000
Department:  COMPANY ANNOUNCEMENTS OFFICE 50 Box H2o
) Austratia Sguara
DATT HOA32007 NSW 1015
: ) Telept 2 62
FIMI P 3700 elephone 61 2 5227 0334
!mfemet hiltss 74
T . INSURANCT AUSTRALIA GROUP LIMITED DX 0427 5
FAX N 012-92G2.8072
IFROM: ASX LIMITED - Company Announcements Office

SUBIECT: CONFIRMATION OF RECEIPT AND RELEASE OF ANNOUNCEMENT

MESSACGL:
We conlim the receipt and refease to the market of an announcement regarding:

Change of Prrector’s Interest Notice

BT ASN considers an apnouncement to be seosilive. trading will be halted forr 10 minutes.

11 vour announcement is classificd by ASX as sensitive, vour company’s securities will be placed (Lo pre-open”
status on ASX s Usding svatem. This means that trading in your company”s securitics is temporarily stopped. 10
allow the markel Lise Lo assess the contents ol vour announcement. “Pre-open” is approx. 10 minttes 1or most
announcements bul can be 50 avnutes (approx) for akeover announcements,

e Tpre-open” periad is completed. full rading of the company”™s securilies recommences.
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Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

Information or documents not available now must be given to ASX as soon as available. Information and
documents given to ASX become ASX'’s property and may be made public.

Introduced 30/9/2001.

[Name of entity INSURANCE AUSTRALLIA GROUP LIMITED

ABN 60 090 739 923

We (the entity} give ASX the following information under listing rule 3.19A.2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director PHILLIP COLEBATCH

Date of last notice 5 January 2007

Part 1 - Change of director’s relevant interests in securities
In the case of a trust, this includes interests in the trust made available by the responsible entity of the trust

Nole: It the case of a company, interests which come within paragraph {i} of the definition of “notifiable interest of a director™ should be discloscd
in this part.

Direct or indirect interest Indrect interest

Nature of indirect interest

(including registered holder) Beneficiary of Non-Executive Directors’ Share
Note: Provide details of the circumstances giving rise o the relevant | Piap Trust

interest.

Date of change 13 March 2007

No. of securities held prior to change Nil

Class ' Ordinary Shares

Number acquired 10,251

Number disposed

Value/Consideration $59,583

Note: If consideration is non-cash. provide details and estimated valuation

No. of securities held after change

Share Plan Trust)

+ See chapter 19 for defined terms.

11/3/2002 : Appendix 3Y Page |

10,251 (Beneficiary of Non-Executive Directors’




Nature of change

securities under dividend reinvestment plan, participation in buy-back Trust

Allocation of beneficial interest in ordinary shares
Example: on-market trade, off-market trade, exercise of options, issue of | under the Non-Executive Directors’ Share Plan

Part 2 — Change of director’s interests in contracts

Note: In the case of a company, interests which come within paragraph (i) of the definition of “notifiable interest of a director” should be disclosed

in this part.
Detail of contract N/A
Nature of interest N/A
Name of registered holder N/A

(if issued securities)

Date of change N/A

No. and class of securities to | NA
which interest related prior to| |

change
Note: Details are only required for a contract in relation
to which the interest has changed

Interest acquired N/A
Interest disposed N/A
Value/Consideration N/A

Note: If consideration is non-cash, provide details and an
estimated valuation

Interest after change N/A

+ See chapter 19 for defined terms.

Appendix 3Y Page 2
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7 March 2007

The Chairman and Directors
IAG Share Plan Nominee Pty Limited

NON EXECUTIVE DIRECTORS’ SHARE PLAN -
MR PHILLIP COLEBATCH

The Non-Executive Directors’ Share Plan (Plan) allows Insurance Australia
Group Limited (IAG) to provide |AG Non-Executive Directors with not less than
20% and not more than 90% of their annual base fees (not including Board
Committee fees) in IAG shares (NED Shares).

Mr Phillip Colebatch, a resident of the United Kingdom, was appointed to the
Board of IAG on 1 January 2007. |AG Group Legal, in consultation with
Lovells in London, have confirmed that there are no legal impediments to Mr
Colebatch’s participation in the Plan.

Mr Colebatch has provided his preference as to the proportion of his base fees
for the period 1 January to 30 November 2007 which he wishes to participate
in the Plan and the restriction period applicable to those NED Shares. This
has been done as a standing preference until otherwise indicated by Mr
Colebatch.

Preference and Offer Documentation

At the Nomination, Remuneration & Sustainability Committee (NRSC) meeting
held on 7 November 2004, the Non-Executive Directors’ offer documentation
(including the Offer Form and the NED Shares Terms) was approved as a
standing resolution. This included a Preference and Offer form. A copy of this
form and the NED Shares Terms will be available at the meeting. As part of
this resolution, the Head of Human Resources, or the person acting in that
role, was authorised to insert the restriction period in the NED Shares terms
for individual Non-Executive Directors

The NRSC approved the invitation to Mr Colebatch at the meeting held on 20
February 2007, based on Mr Colebatch’s preference relating to:

» The percentage of his base fees (as at the date of the invitation) for the
period from 1 January 2007 until 30 November 2007, that he wishes to
receive in NED Shares; and

+ The restriction period for the NED Shares.




Acceptance of Restriction Periods and Offers

The Board is requested o consider and approve the nominated restriction
period for Mr Colebatch as outlined in Attachment 1, and to accept the
Standing Offer from Mr Colebatch to participate in the Plan. The number of
NED Shares that will be allocated to Mr Colebatch is calculated by dividing his
dollar value participation in the Plan (as set out in Attachment 1) by the
volume weighted average price (‘“VWAP") of IAG ordinary shares in the one
week period preceding the allocation date.

Computershare Plan Managers Pty Limited {Computershare) will advise the
VWAP for IAG shares for the 1 week period preceding the allocation date on
the allocation date {13 March 2007). The details of the VWAP and the number
of NED Shares to be allocated to Mr Colebatch will be advised at the meeting.

Acquisition of Shares/Funding the Offer

A separate paper concerning the acquisition of shares to ensure that the
Trustee can comply with its future obligations under the NED Plan will be

tabled at the meeting.
Issue of Statements to Participants

Following the aliocation, the Board is requested to approve that
Computershare be instructed by IAG Human Resources to issue a statement
to Mr Colebatch providing details of his participation in the NED Plan.

RECOMMENDED RESOLUTIONS:

It is recommended that the Board resolve to:

1. Approve the restriction period nominated by Mr Colebatch as set
out in Attachment 1;

2. Accept the Standing Offer to participate in the Non-Executive
Directors’ Share (NED) Plan made by Mr Colebatch and to
allocate [number of shares to be tabled at the meeting] to Mr
Colebatch; and

3. Instruct Computershare Plan Managers Pty Limited to issue a
statement to Mr Colebatch providing details of his rights under
the NED Plan.

Mo L

Alex Christie
Senior Manager, Remuneration & Benefits
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Crace “pre-open’ period is completed. foll rading ol the company's securitics reeomniences.
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Insurance Australia
Group Limited

ABN 60 090 739 923

388 George Street
Sydney NSW 2000
Telephone 02 9292 9222
tag.com.au

Manager, Company Announcements Office J

Australian Stock Exchange Limited
Level 4, Exchange Centre lAG

29 March 2007

20 Bridge Street Insurance
SYDNEY NSW 2000 Australia

Group
Dear Sir/Madam

INSURANCE AUSTRALIA GROUP LIMITED (‘IAG’)
INVESTOR PRESENTATION ON UK OPERATIONS

We enclose a copy of a presentation which is being made to an investor by
members of IAG's UK management team today.

Yours sincerely

Glenn Revell

Group Company Secretary

Attachment {161pages)

GINCSCDept CSCUserAS X200 MAGMarASX Cover Letter UK Presentation doc
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