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July 2, 2007

Mr M Coco

Securities and Exchange Commission
Division of Corporation Finance

Office of International Corporate Finance
100 F Street, N.E.

WASHINGTON, D.C. 20549

USA
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Dear Mr Coco:
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QBE INSURANCE GROUP LIMITED
ABN 28008 485014

Head Office

82 Pitt Street
Sydney NSW 2000
AUSTRALIA

Postal Address
GPO Box 82
Sydney NSW 2001
AUSTRALIA

Telephone; +61 (2) 9375 4444
Facsimile: +61 {2} 9235 3166
DX 10171 Sydney Stock Exchange

re: Rule 12g3-2(e) - Exemption for QBE Insurance Group Limited

We attach Schedules A to D comprising copies of hard documents for the quarter ended
June 30, 2007 as per our email of April 20, 2007.

Yours sincerely,

h/l “ i MO

Duncan Ramsay

General Counsel and Company Secretary

enc. folder

A Member of the QBE Insurance Group
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List of Information made or
required to be made public,

distributed to security holders or * ;" -

filed with filed with ASX Limited
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- up to June 30, 2007
forl the Securities and Exchange Commission

{the “ASX"} by QBE Insurance Group Limited

{the “Company”)

| ASX FILINGS |
‘ [ Date item Description |
1 02/23/07 Appendix 4E - Preliminary Final Report - Annual Report &
Media Release
2 02/23/07 Presentation on the 2006 Results
3 02/23/07 2006 Final Dividend — Reinvestment Pricing
4 02/28/07 Share Placement
5 03/02/07 Deferred Composition Plan - Option Exercise
. 6 03/02/07 Notice of Annual General Meeting and Proxy Form
| 7 03/06/07 2006 Final Dividend — Revised Reinvestment Pricing
1 8 03/07/07 Appendix 3B — New Issue Announcement
| 9. 03/08/07 Settlement of Share Placement under Section 708A
| 10. 03/08/07 Announcement - TWO: Teams with QBE for Talent
Acquisition
11. 03/09/07 Appendix 3Y — Change of Director's Interest Notice
12. 03/16/07 Appendix 3Y — Change of Director's Interest Notice
13. 03/20/07 Appendix 3B — New Issue Announcement
| 14. 03/21/07 (QBE Raises Further Equity
15. 03/22/07 Appendix 3B — New |ssue Announcement
16. 03/26/07 Settlement of Dividend Underwriting
| 17. 03/27/07 Appendix 3B — New |ssue Announcement
1 18. 03/28/07 Appendix 3Y — Change of Director's Interest Notice
19. 04/02/07 Further Conversion of LYONs
20. 04/04/07 2007 AGM - Chairman & CEQ Address & Presentation
21. 04/04/07 Appendix 3B — New |ssue Announcement
22, 04/04/07 Appendix 3Y — Change of Director's Interest Notice x 3
23. 04/04/07 2007 AGM Final Proxy Summary
24, 04/04/07 Appendix 3Y — Change of & Final Director's Interest Notices
25 04M86/07 Appendix 3Y — Change of Director’s Interest Notice x 2
’ 26. 04117107 Appendix 3B — New |ssue Announcement
. 27. 04/26/07 QBE to issue more Perpetual Preferred Securities
28. 04/30/07 Option Exercise
29 05/03/07 Appendix 3B — New Issue Announcement
30. 05/08/07 Appendix 3Y — Change of Director’s Interest Notice
31. 05/14/07 QBE completes funding for US acquisitions
3z. 05/16/07 Appendix 3B — New |ssue Announcement
33 06/01/07 QBE completes US acquisitions
34. 06/13/07 New South Wales storms — June 2007

SEC June 30, 07SchedA




| D&~ AU

QBE INSURARCE GROUP LIMITED

Insurance ABN 28 00B 485 014

Group
Head Office

82 Pitt Street
Sydney NSW 2000
AUSTRALIA

Postal Address

GPO Box 82
13 June 2007 Sydney NSW 2001

AUSTRALIA

Tetephone: +61 (2) 9375 4444
Facsimile; +67 (2) 9231 6104
DX 10171 Sydney Stock Exchange

The Manager

Company Announcements
ASX Limited

Level 6

Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear Sir/Madam
Re: New South Wales storms — June 2007

This letter is in response to requests from investors, analysts and the media for information
on QBE's exposure to the severe storm damage to coastal New South Wales and
surrounding districts during the period from 8-11 June 2007.

We confirm that our estimated net claims are within the substantial allowance for large losses
and catastrophes included in our targets for 2007 previously notified to the market.

Yours faithfuily,

Duncan Ramsay

Company Secretary
Direct:  +612 8375 4422

Mebile:  +61 (0)408 037 220

Fax: +612 9231 6104

Email:  duncan.ramsay@qbe.com

A Member of the QBE Insurance Group



QBE

Insurance
Group

1 June 2007

The Manager

Company Announcements
ASX Limited

Level 8

Exchange Centre

20 Bridge Street

Sydney NSW 2000

Dear Sir/Madam,

re: QBE COMPLETES US ACQUISITIONS

Please find attached our announcement for release to the market.

Yours faithfully,

1 L
',—I i’L\ - !.f‘v!_ ,."?.? .t \;

Company Secretary

enc.

' QBE INSURANCE GROUP LIMITED
. ABN 28 008 485 014

82 Pitt Street

| Sydney NSW 2000
| Postal Address

" GPO Box 82

. Sydney NSW 2001

" Telephone: (02) 9375 4444

. Facsimile: (02) 9231 6104
, DX 10171 Sydney Stock
| Exchange



QBE

QBE INSURANCE GROUP LIMITED
MARKET ANNOUNCEMENT

QBE COMPLETES US ACQUISITIONS

QBE Insurance Group Limited (QBE) announced today that it has completed the acquisitions of
Praetorian Financial Group and Winterthur US after receiving regulatory approvals.

The total purchase price for the two acquisitions was A$2.5 billion and net tangible assets at
completion are estimated at A$1.5 billion. In addition, QBE will repay a US$557 million loan from
the Winterthur US parent.

QBE confirms its previously announced gross written premium income target of around Uss2.8
billion in the first full year from these acquisitions. Net earned premium from the acquisitions in a
fuil year is expected to be approximately US$2.6 billion, which includes the additional retained
premium following the cancellation of the Praetorian 50% quota share reinsurance with Hannover
Re.

Frank O'Halloran, QBE Group Chief Executive Officer, said “We expect profit after tax and
funding costs from the two large acquisitions of A$380 million in the first full year and synergies of
an estimated A$50 million after tax by the end of 2008." He added "Our team in the US, lead by
Tim Kenny, President & CEO of QBE the Americas, has already made significant progress with
the integration and the appointment of senior executives to strengthen our structure for the

substantially enlarged business”.

For further information, please phone +61 2 8375 4226 or email investor.relations@abe.com

1 June, 2007

é
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Rule 2.7, 3.10.3. 3.10.4, 3.10.5

o Appendix 3B

SRR New issue announcement,
application for quotation of additional securities
and agreement

Information or documents not available now must be given o ASX as soon as available. Information and
documents given 10 ASX become ASX’s property and may be made public.

Introduced 1/7/96. Origin: Appendix 5. Amended 1/7/98, 149799, 17772000, 30:9/2001, 114372002

Name of entity

QBE INSURANCE GROUP LIMITED

ABN
8008 485 014

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevani sections fattach sheets if there is not enough space).

I *Class of *securities issued or to be
issued Ordinary Shares

2 Number of *securities issued or to
be issued (if known) or maximum | 30,388
number which may be issued

Principal terms of the *securities
3 (eg, if options, exercise price and | Long Term Incentive (LTI} unlisted options
expiry date; if partly paid | §1108  Final exercise date 02 March 2008
+securities, the amount outstanding
and due dates for payment; if | | ong Term Incentive (LTI} unlisted conditional rights

“convertible securities, the | $0.00 Final exercise date 01 March 2010
conversion price and dates for

conversion)




+

4 Do the *securities rank equally in all
respects from the date of allotment
with an existing *class of quoted
*securities?

[f the additional securities do not

rank equally, please state:

¢ the date from which they do

* the extent to which they
participate for the next dividend,
(in the case of a trust
distribution) or interest payment

s the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

5  lIssue price or consideration

6  Purpose of the issue
(If issued as consideraticn for the
acquisition of assets, clearly identify
those assets)

7 Dates of entering *securities into
uncertificated holdings or despatch
of certificates

8 Number and “class of all
+securities quoted on ASX
{inciuding the securities in clause
2 if applicable)

Yes

A%11.08 30,162
A% 0.00 226

Exercise of employee options.

Issue of Conditional Rights: bonus shares at no
cost.

08.05.07

15.05.07

Number +Class
862,414,359 Ordinary Shares

+ See chapter 19 for defined terms.

Appendix 3B Page 2

11/3/2002
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Number

*Class

Number and “*class of all
*securities not quoted on ASX
{including the securities in clause
2 if applicable)

Various options and
conditional rights over
un-issued shares at
various prices totalling
11,038,174 (see attached
Annexure ‘A’)

Dividend policy (in the case of a
trust, distribution policy) on the

increased capital (interests)

N/A

Part 2 - Bonus issue or pro rata issue

11

19

[s security holder approval
required?

Is the issue renounceable or non-
renounceable?

Ratio in which the *securities wil!
be offered

*Class of *securities to which the
offer relates

+Record date to  determine
entitlements

Will holdings on different registers
{or subregisters) be aggregated for
calculating entitlements?

Policy for deciding entitlements in
relation to fractions

Names of countries in which the
entity has “security holders who
will not be sent new issue
documents

MNote: Security holders must be teld haw their
entitlements are to be dealt with,

Crass reference: rule 7.7.

Closing date for receipt of
acceptances or renunciations

Names of any underwriters




21

22

23

24

25

26

27

28

29

30

31

32

33

Amount of any underwriting fee or
commission

Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

Amount of any handling fee
payable to brokers who lodge
acceptances Or renunciations on
behalf of *security holders

If the issue is contingent on
*security holders’ approval, the
date of the meeting

Date entitlement and acceptance
form and prospectus or Product
Disclosure Statement wili be sent to
persons entitled

If the entity has issued options, and
the terms entitle option holders to
participate on exercise, the date on
which notices will be sent to option
holders

Date rights trading will begin (if
applicable)

Date rights trading will end (if
applicable)

How do *security holders sell their
entitlements in  fill through a
broker?

How do *security holders sell part
of their entitlements through a
broker and accept for the balance?

How do *security holders dispose
of their entitlements (except by sale
through a broker)?

*Despatch date

+ See chapter 19 for defined terms.

Appendix 3B Page 4

11/3/2002
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Part 3 - Quotation of securities

You need only complete this section if vou are applying for quotation af securities

34 Type of securities
{(rick one)

(a) Securities described in Part 1

{b) All other securities

Example: restricted securities at the end of the escrowed period, parly paid securities that become fully paid, emplayee
incentive share sceurities when restriction ends. securities issued on expiry or conversion of cenvertible seeurities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities
fIf the additional securities do not form a new class, go to 43)

Tick to indicate vou are providing the information or
documents

35 l:' If the *securities are *equity securities, the names of the 20 largest holders of the
additional *securities, and the number and percentage of additional *securities held by

those holders

36 D If the *securities are *equity securities, a distribution schedule of the additional
+securities setting out the number of holders in the categories
1- 1,000
1,001 - 5,000
5,001 - 10,000
10,001 - 100,000
100,001 and over

37 D A copy of any trust deed for the additional *securities

{row go to 43)

Entities that have ticked box 34(b}

38 Number of securities for which
*quotation is sought

39 Class of ‘“*securities for which
quotation is sought




40 Do the *securities rank equally in all
respects from the date of allotment
with an existing *class of quoted
*securities?

If the additional securities do not

rank equally, please state:

¢ the date from which they do

e the extent to which they
participate for the next dividend,
(in the case of a trust,
distribution) or interest payment

o the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

41 Reason for request for quotation
now

Example: In the case of restricted securities. end of
restriction period

(if issued upon conversion of
another security, clearly identify that
other security)

Number +Class

42 Number and *class of all *securities
quoted on ASX (including the
securities in clause 38)

(now go to 43)

s
s
A

+ See chapter 19 for defined terms.
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All entities

Fees

43 Payment method (tick one)

D Cheque attached

I:] Electronic payment made

Note: Payment may be made electronically if Appendix 3B is given 10 ASX electronically at the same time.

Periodic payment as agreed with the home branch has been arranged

Note: Arrangements can be made for employee incentive schemes that involve frequent issues of securitics.

Quotation agreement

1 +Quotation of our additional *securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

2 We warrant the following to ASX.

. The issue of the *securities to be quoted complies with the law and is not for
an illegal purpose.

. There is no reason why those *securities should not be granted *quotation.

. An offer of the “securities for sale within 12 months after their issue will
not require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act.

Note: An entity may need to obtain appropriate watranties from subscribers for the securities in erder 1o be
able to give this warranty

. Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation to any *securities to be quoted and
that no-one has any right to return any ‘securities to be quoted under
sections 737, 758 or 1016F of the Corporations Act at the time that we
request that the *securities be quoted.

. We warrant that if confirmation is required under section 1017F of the
Corporations Act in relation to the *securities to be quoted. it has been
provided at the time that we request that the *securities be quoted.

. if we are a trust, we warrant that no person has the right to return the
*securities to be quoted under section 1019B of the Corporations Act at the
time that we request that the *securities be quoted.

+ See chapter 19 for defined terms.

11/3/2002 Appendix 3B Page 7
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3 We will indemnify ASX to the fullest extent permitted by law in respect of any
claim, action or expense arising from or connected with any breach of the warranties

in this agreement.

4 We give ASX the information and documents required by this form. If any
information or document not available now, will give it to ASX before *quotation of
the *securities begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are (will be) true and complete.

Sign here: Date: 16 May 2007
(Company secretary)

Print name: Duncan Ramsay

+ See chapter 19 for defined terms.

Appendix 3B Page § 11/3/2002
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This is Annexure "A" of 1 page referred to in Appendix 3B, Form of Application for Official

Quotations of Additional Securities, signed by me and dated 16 May 2007.

Duncan Ramsay

COMPANY SECRETARY

9.

Number of Options/

Conditional Rights
17.335
38.750
195,185
2.203.015
173.739
186.500
115.426
118,587
104,025
60,000
86.922
177.042
2.064.691
4,771
969
1.444.493
51,125
46.154
40.000
1.099.119
47.850
848.856
36.805
761,252
25.563
500.000*
500.000*
11,038,174

Class

Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Conditional Rights
Conditional Rights
Conditional Rights
Conditional Rights
Cenditional Rights
Conditional Rights
Options
Options

Final Exercise Date

12 March 2008

2 March 2024

2 March 2008

2 March 2011

2 March 2011

2 March 2011

2 March 2009

7 April 2011

2 March 2010

29 December 2009
1 March 2010

1 March 2011

1 March 2012

6 April 2012

1 March 2012

1 March 2013

2 April 2013

1 March 2011

31 March 2011

2 March 2008

7 April 2008

I March 2009

6 April 2009

1 March 2010

3 April 2010

30 November 2007
30 November 2007

*(ptions issued to a third party subject to a number of performance hurdles.
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14 May 2007 L QBE INSURANCE. GROUP LIMITED
N . i LT Tt ; ABN 28 008 485014
82 Pitt Street
Sydney NSW 2000
The Manager Postal Address
Company Announcements B e 2001
ASX Limited e
Level 6 Telephone: (02) 9375 4444
Facsimile: (02) $231 604
Exchgnge Centre DX 10171 Sydnay Stock Exchange
20 Bridge Street

SYDNEY NSW 2000

Dear Sir/Madam,
Re: QBE COMPLETES FUNDING FOR US ACQUISITIONS
Please find attached an announcement for release to the market.

Yours faithfully,
D Lo aay

Duncan Ramsay
Company Secretary




MARKET ANNOUNCEMENT

QBE COMPLETES FUNDING FOR US ACQUISITIONS

QBE Insurance Group Limited (QBE) announced today that it has completed the funding of
the recently announced US acquisitions of Praetorian Financial Group and Winterthur US.
This involved the successful issue to institutional investors of 20 years zero coupon Liquid
Yield OptioN securities (“‘LYONs") raising £258 million or approximately A$605 million net
funds after expenses.

The main features of these debt-based securities include:

¢ The principal debt of £258 million is equal to a forward sale of approximately 10.7
million QBE ordinary shares at a premium of 80% to the 11 May 2007 closing price of
A%$32.00. This gives an initial issue price per share of A$57.60;

¢ Interest accumulates at 6.1925% per annum;

» Investors can request repayment at the end of 3, 5, 7, 10 and 15 years from the issue
date. In this event, investors receive the principal debt plus accumulated interest .“
(“accreted value™). QBE has the option to pay cash or equivalent value in QBE B
shares or a combination of both. QBE can redeem at any time after three years from
the issue date. In this event (or upon maturity), investors are entitled to receive the
greater of the accreted value or the market value of 10.7 million QBE shares;

« Investors can also request repayment after QBE calls for redemption or specified
corporate transactions such as a material transfer of QBE’s assets. In this event,
investors receive 10.7million QBE shares; and

+ |f the LYONs trade 30% above the initial issue price of A$57.60 ptus accumulated
interest at set times each six months, investors are entitled to an increase in the
conversion rate to QBE shares equal to the dividends paid during the six month
period,

The LYONs will be included in QBE’s diluted earnings per share calculation from 30 June

QBE INSURANCE GROUP LIMITED
2007.
|



In accordance with Australian Accounting Standards, approximately 1% of the LYONs will be
included as equity in Group shareholders’ funds, with the balance in liabilities.

Mr Frank O'Halloran, QBE's Chief Executive Officer, said “We are pleased to have completed
the funding of our recently announced US acquisitions, with the equity component of the
funding some A$400 million lower than originally anticipated. Completion of the acquisitions
will take place as soon as final approvals are received from the US regulators. These are
expected before the end of June 2007."

QBE is not intending to seek shareholder approval at this time for any issue of QBE ordinary
shares under the terms of the LYONs. The issue will not be to an existing class of security
holders.

The offering has been made in accordance with Rule 144A under the US Securities Act of
1933. Neither the LYONSs nor any securities issuable upon conversion, redemption or
purchase have been or will be registered under the Securities Act of 1933, and may not be
offered or sold in the United States or to US persons absent registration or an applicable
exemption from registration. This notice does not constitute an offer to sell or the solicitation
to buy the LYONSs or any securities issuable upon conversion, purchase or redemption of the
LYONS.

For further information, please call + 61 2 9375 4226 or email investor.relations@gbe.com

14 May 2007




In accordance with Australian Accounting Standards, approximately 1% of the LYONs will be
included as equity in Group shareholders’ funds, with the balance in liabilities.

Mr Frank O'Halloran, QBE’s Chief Executive Officer, said *We are pleased to have completed
the funding of our recently announced US acquisitions, with the equity component of the
funding some A$400 million lower than originally anticipated. Completion of the acquisitions
will take place as soon as final approvals are received from the US regulators. These are
expected before the end of June 2007."

QBE is not intending to seek shareholder approval at this time for any issue of QBE ordinary
shares under the terms of the LYONs. The issue will not be to an existing class of security
holders.

The offering has been made in accordance with Rule 144A under the US Securities Act of

1933. Neither the LYONs nor any securities issuable upon conversion, redemption or

purchase have been or will be registered under the Securities Act of 1933, and may not be \’
offered or sold in the United States or to US persons absent registration or an applicable

exemption from registration. This notice does not constitute an offer to sell or the solicitation

to buy the LYONs or any securities issuable upon conversion, purchase or redemption of the

LYONs.

For further information, please call + 81 2 9375 4226 or email investor.relations@gbe.com

14 May 2007
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QBE

Insurance
Group

8 May 2007

The Manager

Company Announcements
ASX Limited

Exchange Centre

20 Bridge Street
SYDNEY NSW 2000

Dear Sir/Madam

RE: CHANGE OF DIRECTOR’S INTEREST NOTICE

Attached for announcement to the market, please find a Change of
Director’s Interest Notice for Isabel Hudson. This notice relates to an on-
market purchase of 540 QBE shares on 3 May 2007.

Yours faithfully

D ﬁ-(-‘lm/ﬂu\,

Duncan Ramsay
Company Secretary

Encl.

— T W

QBE INSURANCE GROUP LIMITED
ABN 28 00B 485 014

Head Office
82 Pitt Street
Sydney NSW 2000

Postal Address
GPO Box 82
Sydney NSW 2001

Telephone: (02) 9375 4444
Facsimile: {02) 9235 3166
DX 10171 Sydney Stock Exchange




Appendix 3Y
Change of Director’s Interest Notice

Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

Information or documenis not available now must be given 1o 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 QRE INSURANCE GROUP LIMITED
BN 28 008 485 014

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 Isabel Hudson

Date of last notice 28 March 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

Naote; 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 Indirect

Nature of indirect interest T D Waterhouse Nominees
{including registered holder) Leeds

Note: Provide details of the circumstances giving rise to the relevant

interest.

Date of change 3 May 2007

No. of securities held prior to change 500 shares

Class Ordinary Shares
Number acquired 540 shares
Number disposed N/A
Value/Consideration $31.20 per share
Note: If consideration is non-cash, provide details and estimated

valuation

No. of securities held after change 1,040 shares

+ See chapter 19 for defined terms.

11/372002 Appendix 3Y Page 1




Appendix JY
Change of Director’s Interest Notice

Nature of change

Example: on-market trade, off-market trade, cxercise of options, issue of On-market urchase OfQBE shares on 3 May
securities under dividend reinvestment plan, pacticipatien in buy-back 2007 p

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 intcrest 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 11/3/2002




ot M7 Appendix 3B

New issue announcement,
application for quotation of additional securities
and agreement

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 1/7/96. Origin: Appendix 5. Amended 1/7/98, /9789, 1/7/2000, 30/9/2001, 11/3/2002.

Name of entity

s Rule 2.7, 3.10.3, 3.10.4, 3.10.3

QBE INSURANCE GROUP LIMITED

ABN
P8 008 485 014

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections {attach sheets if there is not enough space).

1  *Class of *securities issued or 1o be
issued Ordinary Shares

2 Number of Tsecurities issued or to
be issued (if known) or maximum | 246,000
number which may be issued

Principal terms of the *securities

3 (eg, if options, exercise price and | Exercise of options issued to a third party after the

expiry date; if partly paid | satisfaction of performance hurdles.

*securities, the amount outstanding | Final exercise date 30 November 2007

and due dates for payment;, if
*convertible securities, the
conversion price and dates for
conversion)

+ See chapter 19 for defined terms.

11/3/2002 Appendix 3B Page 1




Do the *securities rank equally in all
respects from the date of allotment
with an existing *class of quoted
*securities?

[f the additional securities do not

rank equally, please state:

» the date from which they do

» the extent to which they
participate for the next dividend,
(in the case of a ftrust,
distribution) or interest payment

o the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

Issue price or consideration

Purpose of the issue

(If issued as consideration for the
acquisition of assets, clearly identify
those assets)

Dates of entering *securities into
uncertificated hoidings or despatch
of certificates

Number and “*class of all
*securities quoted on ASX
(including the securities in clause
2 if applicable)

Yes

A3$3129 246,000

Part consideration for the acquisition of
Insurance Distribution businesses in Australia.

30.04.07
Number *Class
862,383,971 Ordinary Shares




1 0£~O0V00 |

Number

+Class

Number and “*class of all
*securitics not quoted on ASX
{including the securities in clause
2 if applicable)

Various options and
conditional rights over
un-issued shares at
various prices totalling
11,028,562 (see attached
Annexure ‘A’)

Dividend policy (in the case of a
trust, distribution policy) on the

increased capital {interests)

N/A

Part 2 - Bonus issue or pro rata issue

11

12

i3

19

Is  security holder approval
required?

Is the issue renounceable or non-
renounceable?

Ratio in which the *securities will
be offered

+Class of *securities to which the
offer relates

*Record date to  determine
entitlements

Will holdings on different registers
{or subregisters) be aggregated for
calculating entitlements?

Policy for deciding entitlements in
relation to fractions

Names of countries in which the
entity has *security holders who
will not be sent new issue
documents

Note: Sccurity holders must be told how their
entitlements are to be dealt with.

Cross reference: rule 7.7.

Closing date for receipt of
acceptances or renunciations

+ See chapter 19 for defined terms.
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20

21

22

23

24

25

26

27

28

29

30

31

32

Names of any underwriters

Amount of any underwriting fee or
comtission

Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

Amount of any handling fee
pavable to brokers who lodge
acceptances or renunciations on
behalf of *security holders

If the issue is contingent on
*sccurity holders’ approval, the
date of the meeting

Date entitlement and acceptance
form and prospectus or Product
Disclosure Statement will be sent to
persons entitled

If the entity has issued options, and
the terms entitle option holders to
participate on exercise, the date on
which notices will be sent to option
holders

Date rights trading will begin (if
applicable)

Date rights trading will end (if
applicable)

How do *security holders sell their
entitlements in full through a
broker?

How do *security holders sell part
of their entitlements through a
broker and accept for the balance?

How do *security holders dispose
of their entitlements (except by sale
through a broker)?




- f,

_ - %=1

33 *Despatch date

Part 3 - Quotation of securities

You need anly complete this section if you are applying for guotation of securities

34 Type of securities
(tick one)

(a) Securities described in Part 1

(b} All other securities

Example: restricted securties at the end of the escrowed period, partly paid securities that become fully paid, employes
incentive share securitics when restriction ends, securities issued on expiry or conversion of convertible securities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities
(If the additional securities do not form a new class, go to 43)

Tick to indicate you are providing the information or
documents

35 I:’ [f the *securities are *equity securities, the names of the 20 largest holders of the
additional *securities, and the number and percentage of additional *securities held by
those holders

36 D If the *securities are *equity securities, a distribution schedule of the additional
*securities setting out the number of holders in the categories
1-1,000
1,001 - 5,000
5,001 - 10,000
10,001 - 100,000
100,001 and over

37 D A copy of any trust deed for the additional *securities

{now go to 43)

Entities that have ticked box 34(b)

38  Number of securities for which
+quotation is sought

39 Class of “*securities for which
quotation is sought

+ See chapter 19 for defined terms.
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40

41

42

Do the *securities rank equally in all
respects from the date of allotment
with an existing *class of quoted
*securities?

If the additional securities do not

rank equally, please state:

» the date from which they do

s the extent to which they
participate for the next dividend,
(in the case of a trust,
distribution) or interest payment

s the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

Reason for request for quotation
now

Example: In the casc of restricted securites, end of
restriction period

(if issued upon conversion of
another security, clearly identify that
other security)

Number and *class of all *securities
quoted on ASX (including the
securities in clause 38)

{now go ta 43)

Number

+Class




All entities

Fees

FILE NO.

82-35066

43 Payment methed (tick one)

I:' Cheque attached

Electronic payment made

Note: Payment may be made electronically if Appendix 3B is given to ASX elecwonically at the same time,

Periodic payment as agreed with the home branch has been arranged

Note: Arrangements can be made for employee incentive schemes that involve frequent issues of securities.

Quotation agreement

1 *Quotation of our additional “securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

8]

We warrant the following to ASX.

The issue of the *securities to be quoted complies with the law and is not for
an illegal purpose.

There is no reason why those *securities should not be granted *quotation.

An offer of the "securities for sale within 12 months after their issue will
not require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act.

Note: An entity may need to obtain appropriate warranties from subseribers for the securities in order 10 be
able to give this warranty

Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation to any *securities to be quoted and
that no-one has any right to return any ‘securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we
request that the *securities be quoted.

We warrant that if confirmation is required under section 1017F of the
Corporations Act in relation to the *securities to be quoted, it has been
provided at the time that we request that the *securities be quoted.

If we are a trust, we warrant that no person has the right to return the
*securities to be quoted under section 1019B of the Corporations Act at the
time that we request that the *securities be quoted.

3 We will indemnify ASX to the fullest extent permitted by law in respect of any
claim, action or expense arising from or connected with any breach of the warranties
in this agreement.

+ See chapter 19 for defined terms.
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4 " We give ASX the information and documents required by this form. If any

information or document not available now, will give it to ASX before *quotation of
the *securities begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are (will be) true and complete.

Sign here: Date: 3 May 2007
(Company secretary)

Print name: Duncan Ramsay



This is Annexure "A" of | page referred to in Appendix 3B, Form of Application for Official

Quotations of Additional Securities, signed by me and dated 3 May 2007,

Duncan Ramsay

COMPANY SECRETARY

Number of Options/
Conditional Rights

17,333
38,750
225,347
2,203,015
173,739
186,500
115,426
118,587
104,023
60,000
86,922
177,042
2,064,691
94,771
969
1,444,493
31,123
46,154
1,099,119
47,850
848,856
36,805
761,478
25,563
500,000*
500,000*
11,028,562

Class

Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Conditional Rights
Conditional Rights
Conditional Rights
Conditional Rights
Conditional Rights
Conditional Rights
Options
Options

Final Exercise Date

12 March 2008

2 March 2024

2 March 2008

2 March 2011

2 March 2011

2 March 2011

2 March 2009

7 April 2011

2 March 2010

29 December 2009
1 March 2010

1 March 2011

1 March 2012

6 April 2012

| March 2012

1 March 2013

2 April 2013

1 March 2011

2 March 2008

7 April 2008

1 March 2009

6 April 2009

1 March 2010

3 April 2010

30 November 2007
30 November 2007

*Options issued 10 a third party subject to a number of performance hurdles.
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QBE

Insurance
Group

30 April 2007

The Manager
Company Announcements

182-35066|

QBE INSURANCE GROUP LIMITED
ABN 28 008 485014

82 Pitt Street
Sydney NSW 2000

Postal Address
GPQ Box 82
Sydney NSW 2001

Telephone: (02) 9375 4444
Facsimile: {02} 92316104
DX 10471 Sydney Stock Exchange

ASX Limited

Level 6

Exchange Centre

20 Bridge Street
SYDNEY NSW 2000

Dear Sir,
re: Option Exercise

We refer to our Appendix 3B lodged on 2 December 2004, which noted options
over QBE ordinary shares expiring 30 November 2007, our letters of 14
January and 21 December 2005 and our letters of 1 June and 10 October 2006.
These options were issued to a third party as incentives to achieve a number of
performance hurdles as part of the consideration for the acquisition of insurance
distribution businesses in Australia.

The performance hurdles are designed to be earnings per share accretive for
QBE shareholders.

As a further performance hurdle has been satisfied, 246,000 shares were issued
today to the seller.

As the share issue is within the 15% cap in any 12 months under ASX listing
rule 7.1, QBE will not seek shareholder approval for the issue.

The shares were issued without disclosure to investors under Part 6D.2 of the
Corporations Act 2001 (“Act”). As at the date of this notice, the Company has
complied with:
(i) the provisions of Chapter 2M of the Act as they apply to the
Company; and
(ii) section 674 of the Act.
This notice is given under paragraph 5(e) of section 708A of the Act.

Yours faithfully,

D lllc/b\«ﬂcr:u\,

Duncan Ramsay
Company Secretary
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QBE INSURANCE GROUP LIMITED

Insurance ABN 28 008 485 014
Group

Head Office

82 Pitt Street
Sydney NSW 2000
AUSTRALIA

Postal Address
GPO Box 82
Sydney NSW 2001
AUSTRALIA

26 April 2007 Telephone: +61 (2) 9375 4444
Facsimile: +61 (2) 9231 6104
DX 10171 Sydney Stock
Exchange

The Manager

Company Announcements
ASX Limited

Level 6

Exchange Centre

20 Bridge Street
SYDNEY NSW 2000

Dear Sir/Madam,
re: QBE to issue more Perpetual Preferred Securities

Please see attached an announcement for release to the market.

Yours faithfully,

D Lo aany

Duncan Ramsay
Company Secretary

A Member of the CBE Insurance Group




A
Insurance
Group

MARKET ANNOUNCEMENT

OBE TO ISSUE MORE PERPETUAL PREFERRED SECURITIES

QBE announced today the successful private placement of non-cumulative perpetual preferred
securities with institutional investors raising US$550 million. Completion of the issue of the
securities is expected to take place on 2 May 2007.

The securities are substantially the same type as those announced to the market on 12 July
2006.

The main features of the securities are as follows:

1. expected tier 1 capital treatment by the Australian Prudential Regulation Authority
(APRA);
2. fixed rate of 6.797% per annum until 1 June 2017, when it changes to a floating rate of

LIBOR for three month US$ deposits plus a spread of 2.625%;

3 redeemable at the option of QBE with the prior written approval of APRA (if
required) on 1 June 2017 or any distribution payment date after that, or earlier on
occurrence of certain regulatory, tax and acquisition events;

4, exchangeable into new QBE preference shares in certain circumstances such as
payment default and on QBE’s election;

5. treated as debt under the Australian equivalent to International Financial Reporting
Standards; and

6. expected ratings of BBB by Standard & Poor’s and Baa2 by Moody’s.

Frank O’Halloran, QBE’s Chief Executive Officer, said “This issue of US$550 million of
debt securities will assist our previously announced funding for our proposed US acquisitions.
We remain confident of completing them by the end of June”. He added “The securities
provide cost effective long-term funding”.

The perpetual preferred securities will not be offered for sale in Australia and no shareholder
approval will be sought for the issue of the securities.

The offering has been made in the US to qualified institutional buyers in accordance with

Rule 144A under the US Securities Act of 1933 and outside the US in compliance with
Regulation S under the US Securities Act of 1933. Neither the perpetual preferred securities

A Member of the OBE Insurance Group



nor any securities issuable upon exchange, redemption or purchase have been registered under
the Securities Act of 1933, and may not be offered or sold in the United States or to US
persons absent registration or an applicable exemption from registration. This market
announcement does not constitute an offer to sell or the solicitation to buy the perpetual
preferred securities or any securities issuable upon exchange of the perpetual preferred
securities.

26 April 2007

A Member of the QBE Insurance Group
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Rule 2.7, 3.10.3,3.10.4. 3.10.5

Appendix 3B

New issue announcement,
application for quotation of additional securities
and agreement

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.

[ntroduced 1/7/96. Origin: Appendix 5. Amended 1/7/98, 1/9/99, 1/7/2000, 30/5/2001, 11/3/2002.

Name of entity

QBE INSURANCE GROUP LIMITED

ABN

28 008 485 014

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections {attach sheets if there is not enough space).

1

*Class of *securities issued or to be
issued

Number of Tsecurities issued or to
be issued (if known) or maximum
number which may be issued

Principal terms of the *securities
(eg, if options, exercise price and
expiry date; if partly paid
*securities, the amount outstanding
and due dates for payment; if
*convertible securities, the
conversion price and dates for
conversion)

Ordinary Shares

2,805,522

2,458,072 Dividend Reinvestment Plan
331,801 Dividend Election Plan

Long Term Incentive (ILTI) unlisted options
$11.08  Final exercise date 01 April 2008




4 Do the *securities rank equally in all
respects from the date of allotment | Yes
with an existing *class of quoted
*securities?

If the additional securities do not

rank equally, pleasc state:

s the date from which they do

s the extent to which they
participate for the next dividend,
{(in the case of a trust,
distribution) or interest payment

» the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

5  Issue price or consideration
AS11.08 15,649
AS$3090  2,458.072
A% 0.00 331,801

6  Purpose of the issue
(If issued as consideration for the | [ssue of fully paid ordinary shares under the
acquisition of assets, clearly identify | Djvidend Reinvestment Plan (DRP) and
those assets) Dividend Election Plan (DEP).

Exercise of employee options.

7 Dates of entering *securities into
uncertificated holdings or despatch | §2.04.07
of certificates 17.04.07
Number *Class
8 Number and “*class of all
“securities quoted on  ASX | 862,137,971 Ordinary Shares

(including the securities in clause
2 if applicable)

+ See chapter 19 for defined terms.
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Lo

Number

+Class

Number and *class of all
*securities not quoted on ASX
(including the securities in clause
2 if applicable)

Various options and
conditional rights over
un-issued shares at
various prices totalling
9,164,187 (see attached
Annexure ‘A’)

Dividend policy (in the case of a
trust, distribution policy) on the

increased capital (interests)

N/A

Part 2 - Bonus issue or pro rata issue

11

13

14

15

16

17

18

19

20

Is  security holder approval
required?

Is the issue renounceable or non-
renounceable?

Ratio in which the *securities will
be offered

+Class of *securities to which the
offer relates

+*Record date to  determine
entitlements

Will holdings on different registers
{or subregisters) be aggregated for
calculating entitlements?

Policy for deciding entitlements in
relation to fractions

Names of countries in which the
entity has “*security holders who
will not be sent new issue
documents

Note: Sccurity holders must be told how their
entitlements are 10 be dealt with.

Cross reference: rule 7.7.

Closing date for receipt of
acceptances or renunciations

Names of any underwriters




a1 .

22

23

24

25

26

27

28

29

30

31

32

33

S i}

Amount of any underwriting fee or
commission

Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

Amount of any handling fee
payable to brokers who lodge
acceptances or repunciations on
behalf of *security holders

If the issue is contingent on
*security holders’ approval, the
date of the meeting

Date entitlement and acceptance
form and prospectus or Product
Disclosure Statement will be sent to
persons entitled

If the entity has issued options, and
the terms entitle option holders to
participate on exercise, the date on
which notices will be sent to option
holders

Date rights trading will begin (if
applicable)

Date rights trading will end (if
applicable)

How do *security holders sell their
entitlements in  fufl through a
broker?

How do *security holders sell part
of their entitlements through a
broker and accept for the balance?

How do *security holders dispose
of their entitlements (except by sale
through a broker)?

*Despatch date

+ See chapter 19 for defined terms.
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Part 3 - Quotation of securities

You need only complete this section if you are applying for quotation of securities

34 Type of securities
(tick one)

(a) Securities described in Part 1

(b) All other securities

Example; restricted securities ai the end of the escrowed period, partly paid securities that become fully paid, employee
incentive share securities when restricion ends, securities issued on cxpiry or conversion of convertible securities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities
(If the additional securities do not form a new class, go to 43)

Tick to indicate you are providing the information or
documents

35 If the *securities are *equity securities, the names of the 20 largest holders of the
additional *securities, and the number and percentage of additional *securities held by
those holders

36 D If the *securities are *equity securities, a distribution schedule of the additional
*securities setting out the number of holders in the categories
1-1,000
1,001 - 5,000
5,001 - 10,000
10,001 - 100,000
100,001 and over

37 I___\ A copy of any trust deed for the additional *securities

{now go to 43}

Entities that have ticked box 34(b)

38  Number of securities for which
*+quotation is sought

39 Class of ‘*securities for which
quotation is sought




40

4]

42

-.Do.thte *securities rank equally in all
respects from the date of allotment
with an existing *class of quoted
*securities?

If the additional securities do not

rank equally, please state:

¢ the date from which they do

e the extent to which they
participate for the next dividend,
(in the case of a trust,
distribution) or interest payment

s the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

Reason for request for quotation
now

Example: In the case of restricted securities, end of
restriction period

(if issued upon conversion of
another security, clearly identify that
other security)

Number and *class of all *securities
quoted on ASX (including the
securities in clause 38)

Number

+Class

(row go to 43)

+ See chapter 19 for defined terms.
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All entities

Fees

43 Payment method (tick one}

D Cheque attached

I—_—I Electronic payment made

Note: Payment may be made electronically if Appendix 3B is given to ASX electronically at the same time.

Periodic payment as agreed with the home branch has been arranged
Note: Amangements can be made for employee incentive schemes that involve frequent issues of securities.
Quotation agreement

1 +*Quotation of our additional *securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

o

We warrant the following to ASX.

. The issue of the *securities to be quoted complies with the law and is not for
an illegal purpose.

. There is no reason why those *securities should not be granted *quotation.

) An offer of the 'securities for sale within 12 months after their issue will
not require disclosure under section 707(3) or section 1012C(6} of the
Corporations Act.

Note: An entity may need to obtain appropriate warranties from subscribers for the securities in order 1c be
able to give this warranty

. Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation to any *securities to be quoted and
that no-one has any right to return any *securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we
request that the *securities be quoted.

. We warrant that if confirmation is required under section 1017F of the
Corporations Act in relation to the *securities to be quoted, it has been
provided at the time that we request that the *securities be quoted.

. If we are a trust, we warrant that no person has the right to return the
securities to be quoted under section 1019B of the Corporations Act at the
time that we request that the *securities be quoted.

+ See chapter 19 for defined terms.
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3 We will indemnify ASX to the fullest extent permitted by law in respect of any
claim, action or expense arising from or connected with any breach of the warranties

in this agreement.

4 We give ASX the information and documents required by this form. If any
information or document not available now, will give it to ASX before *quotation of
the *securities begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are (will be} true and complete.

Sign here: Date: 17 April 2007
(Company secretary)

Print name: Duncan Ramsay

+ See chapter 19 for defined terms.
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This is Annexure "A" of | page referred to in Appendix 3B, Form of Application for Official

Quotations of Additional Securities, signed by me and dated 17 April 2007.

Duncan Ramsay

COMPANY SECRETARY

9.

Number of Options/

Conditional Rights
17,335
38,750
225,347
2,203,013
173,739
186,500
115,426
118,587
104,025
60,000
86,922
177,042
2,064,691
94,771
969
1.079,893
47,013
834,001
36,161
500,000+
300.000*
500,000+
9,164,187

Class

Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Conditional Rights
Conditional Rights
Conditional Rights
Conditional Rights
Options
Options
Options

Final Exercise Date

12 March 2008

2 March 2024

2 March 2008

2 March 2011

2 March 2011

2 March 2011

2 March 2009

7 April 2011

2 March 2010

29 December 2009
1 March 2010

I March 2011

1 March 2012

6 April 2012

01 March 2012

2 March 2008

7 April 2008

1 March 2009

6 April 2009

30 November 2007
30 November 2007
30 November 2007

*Options issued 10 a third party subject to a number of performance hurdles.
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QBE

Insurance
Group

16 April 2007

The Manager

Company Announcements
ASX Limited

Exchange Centre

20 Bridge Street
SYDNEY NSW 2000

Dear Sir/Madam

Re: CHANGE OF DIRECTORS’ INTEREST NOTICES

Artached for announcement to the market, please find Appendices 3Y -
Change of Directors’ Interest Notices for John Cloney and Frank

O'Halloran.

Yours faithfully

D Lo aan

Duncan Ramsay
Company Secretary

Encl.

j = WA N I

QBE INSURANCE GROUP LIMITED
ABN 28 008 485 (14

Head Office
82 Pitt Street
Sydney NSW 2000

Postal Address
GPO Box 82
Sydney NSW 2001

Telephone: (02) 9375 4444
Facsimile: (02) 4235 3166
DX 10171 Sydney Stock Exchange




APpenaIx 2 ¥
Change of Director’s Interest Notice

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 QBE INSURANCE GROUP LIMITED
IABN 28 008 485 014

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

Edwin John Cloney

Date of ast notice 14 March 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/Indirect

Nature of indirect interest
(including registered holder)

Note: Provide details of the circumstances giving rise to the relevant
interest.

The Cloney Family Super Fund

Date of change

12 April 2007

No. of securities held prior to change

673,377 Shares Edwin John Clongy
12,000 Shares Cloney Family Super Fund

Note: If consideration is non-cash, provide details and estimated
valuation

Class Ordinary shares

Number acquired N/A

Number disposed 50,000 ordinary shares
Value/Consideration $32.621156 average price per share.

No. of securities held after change

623,377 Shares Edwin John Cloney
12,000 Shares Cloney Family Super Fund

+ See chapter 19 for defined terms.
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Appendix 3Y ——————
Change of Director’s Interest Notice

Nature of change

Example: on-market trade, off-market trade, exercise of options, issue of On market Sa]e
securities under dividend reinvestment plan, panticipation 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 m this pan.

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 intevest 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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Change of Director’s Interest Notice

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 QBE INSURANCE GROUP LIMITED
IABN 28 008 485 014

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

Francis Michael O’Halloran

4 April 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

iNote: In the case of n 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.

n/a

Date of change

11 April 2007

No. of securities held prior to change

1,298,652
20,000
264,483
105,572
4,646

shares Francis M O’Halloran
shares Francis M O’Halloran
unlisted options

unlisted conditional rights

unlisted conditional rights (accrued
notional dividend shares)

Class

ordinary shares

Number acquired

N/A

+ See chapter 19 for defined terms.
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Appendix 3Y

Change of Director’s Interest Notice

Number disposed

220,000 ordinary shares

Value/Consideration

valuation

Note: If consideration is non-cash, provide details and estimated

$32.5633 average price per share

No. of securities held after change

1,078,652
20,000
264,483
105,572
4,646

shares Francis M O'Halloran
shares Francis M O’Halloran
unlisted options

unlisted conditional rights

unlisted conditional rights (accrued
notional dividend shares)

Nature of change

Example: on-market rade, off-market trade, exercise of options, issue of
securities under dividend reinvestment plan, participation in buy-back

On-market trade of 220,000 ordinary shares to
fund the tax payable on options and
conditional rights, part repayment of employee
share plan loans and superannuation
contribution.

Part 2 - Change of director’s interests in contracts

Note: In the case of 2 company, interests which come within paragraph (ii) of the definition of “notifiable intcrest of a director” should be

disclosed in this parn.

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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+ See chapter 19 for defined terms.

11/3/2002 Appendix 3Y Page 3



/o)
QBE

Insurance Bt
Group '

4 April 2007

The Manager

Company Announcements
ASX Limited

Exchange Centre

20 Bridge Street
SYDNEY NSW 2000

Dear Sir/Madam

Re: CHANGE OF DIRECTOR'S INTEREST NOTICE AND
FINAL DIRECTOR'S INTEREST NOTICE

Attached for announcement to the market, please find Appendices 3Y and
3Z - Change of Director’s Interest Notice and Final Director’s Interest
Notice for Nicholas F Greiner who retired from the Board today. The 3Y is
n respect of the 2006 final dividend paid on 2 April 2007.

Yours faithfully

D Lo s

Duncan Ramsay
Company Secretary

Encl.

QBE INSURANCE GROUP LIMITED
ABN 28008 485014

Head Office
82 Pitt Street
Sydney NSW 2000

Postal Address
GPO Box 82
Sydney NSW 2001

Telephone: (02) 9375 4444
Facsimite: {02) 9235 3166
DX 10171 Sydney Stock Exchange




Appendix 5Y
Change of Director’s Interest Notice

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

QBE INSURANCE GROUP LIMITED

QBE 28 008 485014

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

Nicholas F Greiner

Date of last notice

15 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 1o the relevant
interest.

Gabane Pty Ltd: Trustee for Hugo Frank Capital Trust
— Director of Gabane Pty Ltd

Gabane Pty Limited: Superannuation Fund - Director
of Gabane Pty Lid.

Date of change

2 April 2007

No. of securities held prior to change

22,949 Ordinary shares Gabane Pty Ltd: Trustee for
Hugo Frank Capital Trust

35,902 Ordinary shares Gabane Pty Limited:
Superannuation Fund

6,864 Ordinary shares Nicholas Frank Greiner

Class

Ordinary shares

Number acquired

947 ordinary shares

Number disposed

N/A

Value/Consideration
Note: If comsideration is non-cash, provide details and estimated
valuation

+ See chapter 19 for defined terms.
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Appendix 3Y

Change of Director’s Interest Notice

No. of securities held after change

23,357 Ordinary shares Gabane Pty Ltd: Trustee for
Hugo Frank Capital Trust

23,819 Ordinary shares Gabane Pty Limited:
Superannuation Fund

12,500 Ordinary shares Gabane Pty Ltd
Super Fund

6,986 Ordinary shares Nicholas Frank Greiner

Nature of change

Example: on-market wwade, off-market trade, exercise of options, issuc of
securities under dividend reinvesument plan, participation in buy-back

Issue of securities under bonus share plan (Dividend
Election Plan) and Dividend Reinvestment 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
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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Appendix oL
Final Director’s Interest Notice

Rule 3.194.3

Appendix 3Z

Final Director’s Interest Notice

Information or documents not availoble now must be given to ASX as soan as available. Information and
documents given to ASX become ASX'’s property and may be made public.

Introduced 30/9/2001.
Name of entity QBE INSURANCE GROUP LIMITED
ABN 28 008 485 014

We (the entity) give ASX the following information under listing rule 3.19A.3 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of director Nicholas F Greiner
Date of last notice 4 April 2007
Date that director ceased to be director 4 April 2007

Part 1 - Director’s relevant interests in securities of which the director is the registered holder
In the case of a trusy, 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.

Number & class of securities

6,986 Ordinary shares Nicholas Frank Greiner

+ See chapter 19 for defined terms.
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Final Director’s Interest Notice

Part 2 — Director’s relevant interests in securities of which the director is not the registered holder

Note: In the case of a company, inicrests which come within paragraph (ii) of the definition of “notifiable interest of a director™ should be
disclosed in this part.

In the case of a trust, this includes interests in the trust made available by the responsible entity of the trust

Name of holder & nature of interest Number & class of securities
Note; Provide details of the circumstances giving rise 10
the relevant interest

Gabane Pty Ltd: Trustee for Hugo | 23,357 Ordinary shares
Frank Capital Trust

Gabane Pty Limited: 23,819 Ordinary shares
Superannuation Fund

. Gabane Pty Ltd Super Fund 12,500 Ordinary shares

' Part 3 - Director’s interests in contracts

Detail of contract N/A

Nature of interest

Name of registered holder
. (if issued securities)

No. and class of securities to which
interest relates

+ See chapter 19 for defined terms.
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QBE

Insurance
Group

4 April 2007

Manager Company Announcements

ASX Limited
20 Bridge Street

SYDNEY NSW 2000

Dear SirfMadam

The Annual General Meeting of QBE Insurance Group Limited was

held today, 4 April 2007.

i refer to the Notice of Meeting previously lodged with the ASX and in
accordance with Listing Rule 3.13.2 advise that all resolutions
presented to the members were carried.

The total number of proxy votes in respect of each resolution is

shown below.

'l ¥ Bmm Vo el T W

| OBE INSURANCE GROUP LIMITED
ABN 28 008 485014

Head Office
B2 Pitt Street
Sydney NSW 2000

Postal Address
GPO Box 82
Sydney NSW 2001

Telephone: (02) 9375 4444
Facsimile: (02) 9235 3166
DX 10171 Sydney Stock Exchange

"_Resolution For |  Open Against Abstain
2 496,695,188 3420674 31,083,594 441 991
_ 3 520,381,703 1,983,321 5,279,139 419,013
4 388,084,018 2,023,636 131,716,181 6,110,157
5 523,202,752 3,505,451 4,675,492 217,020
6 525,326,010 3,532,681 2,538,918 243,837

Yours faithfully

:D ’!1— O RO ¥ \/-

Duncan Ramsay
Company Secretary




QBE

Insurance T
Group

-+ April 2007

The Manager

Company Announcements
ASX Limited

Exchange Centre

20 Bridge Street
SYDNEY NSW 2000

Dear Sir/Madam

Re: CHANGE OF DIRECTORS’ INTEREST NOTICES

Attached for announcement to the market, please find Appendices
Change of Directors’ Interest Notices for Francis M O’'Halloran, Irene Y L
Lee and Leonard F Bleasel. The final dividend was paid 2 April 2007.

Yours faithfully

D IG—'—L\«/JM\/‘

Duncan Ramsay
Company Secretary

Encl.

| ©O£-II9V00 |

QBE INSURANCE GROUP LIMITED
ABN 28005 485 014

Head Office
82 Pitt Street
Sydney NSW 2000

Postal Address
GPQ Box 82
Sydney NSW 2001

| Telephone: (02) 9375 4444

Facsimile: (02) 9235 3166
DX 10171 Sydney Stock Exchange




Appendix 3Y
Change of Director’s Interest Notice

Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

Information or documents not available now must be given to ASN 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 QBE INSURANCE GROUP LIMITED

ABN 28 008 485014

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 Francis Michael O'Halloran

Date of last notice 30 June 2006

Part 1 - Change of director’s relevant interests in securities
In the case gf a trust, this includes interests in the trust made avatlable by the responsible entity of the trust

Wote: [n the case of a company, interests which come within paragraph (i) of the definition of "notifiable interest of a dircetor™ should be
disclosed in this pan.

Direct or indirect interest Direct

Nature of indirect interest n/a
{(including registered holder)

Note: Pravide details of the circumstances giving rise to the relevant
interesl.

Date of change 2 April 2007 and 4 April 2007

No. of securities held prior to change 1,115,939 shares Francis M O’Halloran
20,000 shares Francis M O’Halloran
328,052 unlisted options
123,019 unlisted conditional rights
5,224 unlisted conditional rights (accrued
notional dividend shares)

Class ordinary shares
unlisted options
unlisted conditional rights

Number acquired 162,850 ordinary shares (cptions and rights)
19,863 ordinary shares (dividend bonus shares)
51,125 unlisted options

30,131* unlisted conditional rights
*comprising notional dividends and new grant of 25,563 rights

+ See chapter 19 for defined terms.
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Appendix 3Y
Change of Director’s Interest Notice

| W= WIS WS

Number disposed

N/A

Value/Consideration
Note: If consideration is neon-cash, provide details and estimated
valuation

114,694 options exercised at $11.08 strike price
48,156 conditional rights transferred at nil cost

No. of securities held after change

1,298,652
20,000
264,483
105,572
4,646

shares Francis M O’Halloran
shares Francis M O’Halloran
unlisted options

unlisted conditional rights

unlisted conditional rights (accrued
notional dividend shares)

Nature of change

Esample: on-market trade, off-marker wade, exercise of options, issue of
securities under dividend reinvestment plan, participation in buy-back

Exercise of 114,694 employee options and
transfer of 48,156 conditional rights.

The grant of 51,125 options and 25,563
conditional rights under the Deferred
Compensation Plan as approved at the AGM
on 4 April 2007.

Additional notional dividend shares on
conditional rights.

Issue of securities under bonus share plan
(Dividend Election 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 dircetor™ 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 r¢lation
to which the interes1 has changed

Interest acquired

Interest disposed

+ See chapter 19 for defined terms.
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Change of Director’s Interest Notice

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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Appendix 3Y
Change of Director’s Interest Notice

Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

Information ar documents not available now must be given 10 ASX as soon as available.  Information and
documents given to ASX become ASX's property and may e made public.

Introduced 30/9/2001.

Name of entity QBE INSURANCE GROUP LIMITED

IABN 28 008 485014

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 Irene Yun Lien Lee

Date of last notice 26 April 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 entiny of the irust

Nete: In the case of a company. inerests which come within paiagraph (i) of the definition of “notifiable inteiest 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 te the relevant

interest,

Date of change 02 April 2007

No. of securities held prior to change 8,701 shares  lrene [ee
5,515 shares  [rene Lee Super Fund
6.913 shares  lrene Yun Lien Lee

Class Ordinary shares

Number acquired 376 ordinary shares

Number disposed N/A

Value/Consideration
Note: If consideration 15 non-cash, provide details and estunated
valuation

No. of securities held after change 8,856 shares  Irene Lee
5,613 shares  lrene Lee Super Fund
7,036 shares  lrene Yun Lien Lee

+ See chapter 19 for defined terms.
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Appendix 3Y
Change of Director’s Interest Notice

Nature of change

Example: on-matket wade, off-market tiade, exeicise of options, issue of
secuzities under dividend reinvestment plan, participation in buy-back

Issue of securities under Dividend
Reinvestment 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

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 comract in relaion
10 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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Appendix 3Y
Change of Director’s Interest Notice

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.  Infarmation and
documents given to ASX become ASX's property and may be made public.

Introduced 3o/y/ 2001,

Name of entity QBE INSURANCE GROUP LIMITED

ABN 28 008 485014

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 Lecnard Francis Bleasel

Date of last notice 4 April 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

Nate: In the case of a company, interests which come within paragraph (i) of the definition of “netifiable intercst of a director” sheuld be
disclosed in this part.

Direct or indirect interest Direct/Indirect
Nature of indirect interest Sambop Pty Ltd ATF Bleasel Super Fund —
(including registered holder) o Pension — Director
;;;:;Sl]’.m\'ldc derails of the circumstances giving rise to the relevam Mrs Valerie Anne Bleasel — relevant interest
Date of change 2 April 2007
No. of securities held prior to change 24,000 Shares Leonard Francis Bleasel
3,264 Shares Sambop Pty Lid

16,439 Shares Mrs Valerie A Bleasel
Class Ordinary Shares
Number acquired 293 Shares Mrs Valerie A Bleasel
Number disposed N/A

Value/Consideration
Note: If consideration is non-cash, provide details and estimated
valuation

No. of securities held after change 24,000 Shares Leonard Francis Bleasel
3,264 Shares Sambop Pty Lid
16,732 Shares Mrs Valerie A Bleasel

+ See chapter 19 for defined terms.
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Change of Director’s Interest Notice
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Nature of change

Example: on-market trade, oflf-market irade, exercise of options, issue of
securities under dividend reinvestment plan, participation in buy-bach

issue of securities under Dividend
Reinvestment Plan.

Part 2 - Change of director’s interests in contracts

Note: In the case of a company, interests which come within paragraph (i) of (he definition of “notifiable intecest of a directan™ should he

disclosed in this pait.

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 inteiest has changed

Interest acquired

Interest disposed

Value/Consideration

Nate: If consideration is non-cash, provide details and
an estimated valuation

Interest after change

+ See chapter 19 for defined terms.
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Rule 2.7, 3.10.3, 3.10.4, 3.10.5

Appendix 3B

g New issue announcement,
application for quotation of additional securities

and agreement

Information or documents not available now must be given 1o ASX as soon as available. Information and
documents given to ASX become ASX's property and may be made public.

Introduced 1/7/96. Origin: Appendix 5. Amended 1/7/98, 1/9/99, 1/7/2000, 30/9/2001, 11/3/2002,

Name of entity

QBE INSURANCE GROUP LIMITED

ABN
28 008 485014

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections (attach sheets if there is not enough space).

1 *Class of *securities issued or to be
issued

)

Number of securities issued or to
be issued (if known) or maximum
number which may be issued

Principal terms of the *securities
3 (eg, if options, exercise price and

expiry date; if partly paid
*securities, the amount outstanding
and due dates for payment; if
*convertible securities, the

conversion price and dates for

conversion)

Ordinary Shares

13,100,984

Part conversion of Liquid Yield OptioN Securities maturing 15
April 2022 (LYONs [ & LYONs II)

Conversion Prices:
12,701,800 shares at § 9.04 each
284,490 shares at $30.87 each
Conversion Date: 2 April 2007

Long Term Incentive (LTI} unlisted options
$11.08 Final exercise date 01 April 2008




-

Do the *securities rank equaily in all
respects from the date of allotment
with an existing *class of quoted
*securities?

If the additional securities do not

rank equally, please state:

¢ the date from which they do

» the extent to which they
participate for the next dividend,
{(in the case of a trust,
distribution) or interest payment

e the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

Issue price or consideration

Purpose of the issue

(If issued as consideration for the
acquisition of assets, clearly identify
those assets)

Dates of entering *securities into
uncertificated holdings or despatch
of certificates

Number and ‘*class of all
*securities quoted on  ASX
(including the securities in clause
2 if applicable)

Yes

AS 9.04 12,701,800
AS11.08 114,694
A$30.87 284,490

Conversion of LYONSs I issued on 9 April 2002
to fund repayment of certain bank loans on or
before their maturity and to strengthen the
balance sheet for rating purposes.

See letter to ASX dated 9 April 2002 entitled
‘QBE confirms Issue of Debt Based Securities’.

Conversion of LYONSs Il issued on 5 September
2002 to fund expected premium growth.

See letter to ASX dated 5 September 2002
entitled ‘QBE Issues Further Debt Based

Securities’.

Exercise of employee options.

02.04.07
Number *Class
859,332,449 Ordinary Shares

+ See chapter 19 for defined terms.
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Number

+Class

Number and “class of all
*securities not quoted on ASX
(including the securities in clause
2 if applicable)

Various options and
conditional rights over
un-issued shares at
various prices totalling
9,179,836 (see attached
Annexure ‘A’)

Dividend policy (in the case of a
trust, distribution policy) on the
increased capital (interests)

N/A

Part 2 - Bonus issue or pro rata issue

11

14

15

16

17

18

20

Is  security holder approval
required?

Is the issue renounceable or non-
renounceable?

Ratio in which the *securities will
be offered

*Class of *securities to which the
offer relates

*Record date to  determine
entitlements

Will holdings on different registers
(or subregisters) be aggregated for
calculating entitlements?

Policy for deciding entitlements in
relation to fractions

Names of countries in which the
entity has *security holders who
will not be sent new issue
documents

Note: Security holders must be told how their
entitiements are 10 be dealt with.

Cross reference: rule 7.7.

Closing date for receipt of
acceptances or renunciations

Names of any underwriters




21

22

23

24

25

26

27

28

29

30

31

32

33

Amount of any underwriting fee or
commission

Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

Amount of any handling fee
payable to brokers who lodge
acceptances or renunciations on
behalf of *security holders

if the issue is contingent on
*security holders’ approval, the
date of the meeting

Date entitlement and acceptance
form and prospectus or Product
Disclosure Statement will be sent to
persons entitled

If the entity has issued options, and
the terms entitle option holders to
participate on exercise, the date on
which notices will be sent to option
holders

Date rights trading will begin (if
applicable)

Date rights trading will end (if
applicable)

How do *security holders sell their
entitlements in full through a
broker?

How do *security holders sell part
of their entitlements through a
broker and accept for the balance?

How do *security holders dispose
of their entitlements (except by sale
through a broker)?

*Despatch date

+ See chapter 19 for defined terms.
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Part 3 - Quotation of securities

You need only complete this section if you are applying for quotation of securities

34 Type of securities
(tick one)

{(a) Securities described in Part 1

(b) All other securities

Example: restricted securitics at the end of the escrowed period, partly paid securitics that become fully paid, employee
incentive share securities when restriction ends, securities issued on expiry or conversion of convertible sccurities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities
(If the additional securities do not form a new class, go to 43)

Tick to indicate you are providing the information or
documents

35 I:I If the *securities are *equity securities, the names of the 20 largest holders of the
additional *securities, and the number and percentage of additional *securities held by
those holders

36 ‘:l If the *securities are *equity securities, a distribution schedule of the additional
*securities setting out the number of holders in the categories
1-1,000
1,001 - 5,000
5,001 - 10,000
10,001 - 100,000
100,001 and over

37 I:I A copy of any trust deed for the additional *securities

{now go to 43)

Entities that have ticked box 34(b)

38 Number of securities for which
*quotation is sought

39 Class of “*securities for which
quotation is sought




40

41

42

Do the *securities rank equally in all
respects from the date of allotment
with an existing *class of quoted
*securities?

If the additional securities do not

rank equally, please state:

» the date from which they do

e the extent to which they
participate for the next dividend,
(in the case of a trust,
distribution} or interest payment

¢ the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

Reason for request for quotation
now

Example: In the case of restricted securities, end of
reswriction period

(if issued upon conversion of
another security, clearly identify that
other security)

Number and *class of all *securities
quoted on ASX (including the
securities in clause 38)

Number

+Class

(now go to 43)

+ See chapter 19 for defined terms.
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All entities

Fees

43 Payment method (tick one)

D Cheque attached

D Electronic payment made

Note: Payment may be made electronically if Appendix 3B is given 1o ASX electronically at the same time.

Periodic payment as agreed with the home branch has been arranged

Note: Arrangements can be made for employee incentive schemes that involve frequent issues of securities.

. Quotation agreement

1 *Quotation of our additional ~securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

2 We warrant the following to ASX.

. The issue of the *securities to be quoted complies with the law and is not for
an illegal purpose.

. There is no reason why those *securities should not be granted “quotation.

. An offer of the "securities for sale within 12 months after their issue will
not require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act.

Note: An entity may need to obtain appropriate warranties from subscribers for the securities in order to be
able to give this warranty

‘ . . Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation to any *securities to be quoted and
| that no-one has any right to return any *securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we

request that the *securities be quoted.

. We warrant that if confirmation is required under section 1017F of the
Corporations Act in relation to the *securities to be quoted, it has been
provided at the time that we request that the *securities be quoted.

. If we are a trust, we warrant that no person has the right to return the
*securities to be quoted under section 1019B of the Corporations Act at the
time that we request that the “securities be quoted.

+ See chapter 19 for defined terms.
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3 We will indemnify ASX to the fullest extent permitted by law in respect of any

claim, action or expense arising from or connected with any breach of the warranties
in this agreement.

4 We give ASX the information and documents required by this form. If any

information or document not available now, will give it to ASX before *quotation of
the *securities begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are (will be) true and complete.

Sign here: Date: 4 April 2007
{Company secretary)

Print name: Duncan Ramsay

I
f
Il
i
I}
I
It
It

+ See chapter 19 for defined terms.
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This is Annexure “"A" of 1 page referred to in Appendix 3B, Form of Application for Official

Quotations of Additional Securities, signed by me and dated 4 April 2007.

Duncan Ramsay
COMPANY SECRETARY

9, Number of Options/

Conditional Rights
17,335
38,750
240,996
2,203,015
173,739
186,500
115,426
118,587
104,023
60,000
86,922
177,042
2,064,691
94,771
969
1,079,893
47,013
834,00t
36,161
500,000*
500,000*
500,000*
9,179,836

Class

Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Conditional Rights
Conditional Rights
Conditional Rights
Conditional Rights
Options
Options
Options

Final Exercise Date

12 March 2008

2 March 2024

2 March 2008

2 March 2011

2 March 2011

2 March 2011

2 March 2009

7 April 2011

2 March 2010

26 December 2009
1 March 2010

1 March 2011

1 March 2012

6 April 2012

(1 March 2012

2 March 2008

7 April 2008

1 March 2009

& April 2009

30 November 2007
30 November 2007
30 November 2007

*Options issued to a third party subject to a number of performance hurdles.
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QBE INSURANCE GROUP LIMITED

Insurance r e a _ ABN 28 008 485 014
Group . o "

82 Pitt Street

Sydney NSW 2000

Postal Address
GPQ Box 82

. Sydney NSW 2001
4 April 2007 e

Telephone: (02) 5375 4444
Facsimile: (02) 9231 6104
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CHAIRMAN’S ADDRESS - 2007 AGM

Ladies and Gentlemen:

| trust you agree that our 2006 result announced to the ASX on February 23rd
2007 was outstanding. After many years in this business, | believe | am
qualified to say the insurance results were brilliant by any measure.

Net profit after tax was up 36% to a record $1,483 million, reflecting the
diversity of the QBE business, favourable insurance markets, continuing
stable world economic conditions and management's constant focus on
profitability. Higher interest yields also supported the excellent technical and
financial result. Earnings per share, fully diluted for hybrid securities, were up
32% to 173 cents and the return on average shareholders’ funds was 26.1%
compared with 23.9%.

In recognition of the substantial increase in profit, your directors declared a
final dividend of 55 cents per share, up 45% on the final dividend of 38 cents
per share for 2005. The final dividend was franked at the rate of 60%. Our
forecasts indicate that the franking rate for dividends in the immediate future
is likely to remain around 60%. The unfranked portion of dividends payable to
non resident shareholders will now receive a Conduit Foreign Income tax
credit and will not be subject to Australian withholding tax. The total dividend
payout for the 2006 year was $774 million, up 39% on last year and
represented a 52% payout ratio. The dividend reinvestment and dividend
election plans which were suspended in August 2006 have been reinstated to
provide QBE additional capital to assist funding of the recent US acquisitions.

QBE's share performance has benefited from the increase in profit and
earnings, with an investment in QBE shares outperforming the ASX all
ordinaries accumulation index and inflation with a growth rate of 52% in 2006
and a compound average annual growth rate of 35% over five years, 23%
over ten years and 25% over twenty years.

QBE’s balance sheet at the end of 2006 shows total assets of $32 billion and
shareholders’ funds up 23% to $6.3 billion from the increased profits,
dividend reinvestment and the conversion of hybrid securities. The balance
sheet includes significant assets and liabilities in overseas currencies. Once
again, foreign exchange impact on the balance sheet was minimal for QBE in
2006. This was due to QBE’s policy of matching currency liabilities with
assets of the same currency and, where practicable, managing overseas
shareholders’ funds back into Australian dollars through borrowings in foreign
currencies and substantial foreign currency hedging arrangements.
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QBE's profit continues to be exposed to movements in overseas currencies
against Australian dollars. A 1% appreciation or depreciation of the Australian
dollar against all currencies is estimated to impact profit after tax by around
$10 million in 2007.

We continue to maintain a low risk strategy for the investment portfolio which,
at year end, was close to $20 billion. The weighting of equity investments was
28% of shareholders’ funds at the end of the year, or 8.7% of the total
investments and cash. This has since been increased to approximately 9.5%.
Our fixed interest investments continue to be short in duration, currently at
around 0.7 years. In order to protect our policyholders' and shareholders’
investment assets, our general policy on investments is to limit the risk by
investing in high quality short duration fixed interest securities and a modest
exposure to equity investments.

To provide increased financial flexibility and to repay short term borrowings,
we issued $750 million of long term perpetual debt securities in September
2006. These securities receive capital credit from the Australian Prudential
Regulation Authority (APRA) and rating agencies. Borrowings during the year
increased by $234 million to $2.4 billion, principally from the issue of the long
term perpetual securities, partly offset by the repayment of a $400 million
short term bank facility. The ratio of borrowings to shareholders’ equity at the
end of 2006 was 38% compared with 42% at the end of 2005. Overall, the
cost of borrowings in 2006 increased in line with interest rates from 5.2% to
5.8% per annum.

The Group's regulatory capital strengthened at the end of 2006 to an
estimated 2.4 times the minimum capital required using the risk based
methodology adopted by APRA for Australian licensed insurers. This is
substantially higher than our minimum target of 1.75 times. A large portion of
the excess capital will be used to fund recent acquisitions. The capital
adequacy multiple is estimated to be around 2.0 times by the end of 2007.
The main rating agencies have recently confirmed our A+ or equivalent
financial strength rating.

Our long-standing strategy of growth through acquisition and spread of risk
through product and geographical diversification has proved successful over
many years. This strategy has recently been supported with the
announcement of two major US acquisitions, Praetorian Financial Group and
Winterthur US, which are expected to produce over $3.6 billion of premium
income in the first full year. The total purchase price for the two acquisitions
is $2.5 billion, and net tangible assets at completion are estimated to be $1.5
billion. Subject to regulatory approvals, these acquisitions are expected to be
completed in the current quarter.
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The equity component of funding of these acquisitions was initially estimated
to be $1.3 billion. Following discussions with rating agencies and assessment
of our future capital requirements, this sum is expected to be less than $1
billion. To date we have raised $403 million from an equity placement and
$452 million from underwriting the reinvestment of the final 2006 dividend.
Additional equity can be raised from future dividend reinvestment, if required.
The balance of the funding for these acquisitions will be partly from QBE's
internal funds and a combination of new debt at levels to ensure that QBE
maintains its key financial ratios and meets regulatory and rating
benchmarks.

As in previous years, the annual report includes numerous statements on the
robust corporate governance structure and risk management framework
which we have in place throughout the Group. QBE has demonstrated over
many years that it has an effective risk management strategy, a clear focus
on the key profit drivers and a strong culture of integrity and business
acumen.

The cost of compliance with regulatory frameworks and standards should not
be underestimated. APRA is about to issue standards relating to the
supervision of conglomerates and the Australian Accounting Standards Board
is preparing for the second stage of convergence of insurance accounting
under the International Financial Reporting Standards. Europe is not far away
from issuing new solvency requirements. QBE’s total compliance costs
continue to be around $100 million per annum and are likely to increase as
these further reforms are introduced. We are well prepared for the many
significant changes likely to affect the global insurance industry over the next
few years in the areas of regulatory supervision and financial reporting.

The impact of climate change is currently the subject of much debate. QBE
adopts business practices which mitigate the risks of climate and other
changes on our business. We continue to maintain a common sense and
practical approach and will focus on those areas which we are able to add
value and assist in ensuring our shareholders’ and policyholders' interests
are protected. QBE’s risk appetite and focus on limiting our potential
exposure to environmental and catastrophe hazards is continually reviewed.
This was well evidenced in 2005 when QBE produced record results despite
the worst year ever for insured catastrophe losses such as hurricanes
Katrina, Rita and Wilma.

QBE is strongly focused on staff development, succession planning and the
provision of incentives to reward and retain our quality people. This strategy
is key to the delivery of our stated values of increasing the long term wealth
of our shareholders, ensuring customer satisfaction and retention, employee
motivation and maintaining integrity in all our dealings.
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These values are embodied in the unique QBE culture and underpin the
development and performance of QBE's management and staff throughout
the world. They enable us to consistently achieve high business standards
and deliver excellent returns to shareholders.

The QBE staff incentive schemes are aligned with the creation of shareholder
wealth both in the short and long term. The majority of the employee
incentive schemes are based on hurdles related to return on equity with
modest incentives generally commencing at around 14% to 15% return on
equity.

Salary structures of our key employees include a large at risk component
made up of 60% in cash and 40% in deferred compensation linked to shares
that vest in 3 to 5 years' time. The objective of deferring part of short term
incentives is to encourage employees who have a record of creating
sharehoider wealth to remain with QBE and continue to work to deliver even
more wealth for QBE shareholders and, at the same time, enhance the value
of the deferred compensation through an increase in the QBE share price. A
higher share price will mean greater deferred compensation and a lower
share price will result in reduced compensation.

The success of our incentive schemes are best demonstrated by the
extremely low turnover of senior employees and the wealth that has been
created for shareholders over many years. Other than in exceptional
circumstances, including retirement through age, employees who leave
before the three to five years lose their deferred compensation entitlement.
The one size fits all approach to incentives promoted by proxy advisers does
not automatically mean QBE would benefit by changing its proven formula.

Around 79% of staff at all levels throughout the organisation now hold QBE
shares. The shares held by employees represent 1.2% of our issued shares
which is well within the 5% ceiling approved by shareholders.

In accordance with increased reporting requirements, the annual report
includes extensive detail on remuneration for directors and key management,
including details of at risk pay through incentives. Some twenty five pages of
our annual report are dedicated to reporting on remuneration. | would be
happy to take questions on the remuneration report later in the meeting.

We have just completed the first quarter of 2007 and | am pleased to report
that we are on track to meet our targeted full year insurance profit margin of
17.5% to 18.5%, together with an increase of close to 30% in gross written
premium and 40% in net earned premium. However, any unforeseen
regulatory delays in completing the recent US acquisitions will impact on
premium and profit growth in 2007,
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Subject to other usual caveats, for example large losses and catastrophes
not exceeding the significant allowance in our business plans, and exchange
rate movements, we remain confident of increasing profit after tax by 20%
and diluted earnings per share by 15% in 2007.

In closing, | would particularly like to congratulate the Chief Executive Officer,
Frank O'Halloran, his senior executives and the QBE team around the world
for their commitment and efforts in producing a superb result for 2006. In
addition, | would like to thank my fellow directors for their continued support
and commitment to their supervisory tasks.

From the close of this meeting, we farewell Nick Greiner - who will retire from
the board after 15 years of continuous supervision and service to help QBE to
be the successful globai insurance and reinsurance enterprise it is today.
Nick’s experience and counsel and interaction with all levels of management
have been invaluable. On behalf of my fetllow directors and the QBE team, |
sincerely thank him for his dedication to the task and wish him all the best for
the future.

| would also like to extend a special welcome to Duncan Boyle who joined the
board in September 2006. Duncan comes to us with some 34 years of
insurance experience in the UK, Australia and New Zealand, adding further
international insurance strength to the board.

Now, I would like to hand over to Frank O'Halloran to present his report on
Group operations and outlook for the future.
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CHIEF EXECUTIVE OFFICER’S ADDRESS - 2007 AGM
Ladies and Gentlemen,

| am pleased to report that 2006 has been another rewarding year for
shareholders with strong growth in premium income, record underwriting and
after tax profits and the conversion of acquisition opportunities which will
ensure solid growth in 2007 and 2008.

Our core strategy over the past 25 years has been to diversify our business
to spread our risks so as to improve returns to shareholders. This has been
mainly achieved through over 95 acquisitions which have given us excellent
product and geographical spread. This diversification, together with sound
risk management and a total focus on ensuring all products and countries
deliver a minimum return of 15% on allocated capital, has resulted in a
significant increase in wealth for shareholders over a long period of time.

Our track record and support from our shareholders has enabled us to
capitalise on many of the opportunities presented to us. In particular, over the
past five years we have been able to convert a number of acquisitions
producing slightly in excess of $7 billion of annualised premium income.

To put this into perspective, in the first year following the merger and listing in
1973, QBE wrote $78 million of gross written premium, $298 million in 1983,
$1 billion in 1993, and $8.35 billion in 2003, and we will write an estimated
$15 billion in 2008. QBE’s compound growth in premium has exceeded 20%
per annum in the past 10 years. At the same time, we have seen the market
capitalisation of QBE grow from $2.3 billion in 1997 to $23 billion at the end
of 2006 to $27 billion since year end.

We exceeded our targets and expectations in 2006 with a record net profit
after tax of $1.48 billion, a 36% increase in profit over 2005. The results were
assisted by a reduction in large individual risk claims and catastrophes which
represented 10.0% of net earned premium compared with 11.7% in 2005.
This indicates that the lower level of catastrophes in 2006 compared with
2005 was substantially offset by an increase in large individual risk losses.

Our determination to improve the reward for the risks that we undertake has
resulted in a further reduction in the combined operating ratio, i.e. ¢laims,
commissions and expenses as a percentage of net earned premium. The
combined operating ratio for 2006 was 85.3% compared with 89.1% last year.
We produced a record insurance profit at 21.9% of net earned premium
compared with 17.4% last year.
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All our major operating insurance divisions produced combined operating
ratios less than 90% and improved insurance profitability. The substantial
majority of our products and countries in which we operate also produced
strong underwriting profits. 2006 saw gross written premium and net earned
premium grow by 10% despite increased competition. The growth mainly
came from a continued high retention of customers, acquisitions and overall
average premium rate increases of close to 6%.

We continue to spend an enormous amount of time segmenting each of our
products to ensure that we recognise and retain our quality customers. This
vital management practice retains the focus on underwriting profitability along
with fine tuning of each of our products. The end result enabled us to lower
the net claims ratio from 59.9% to 55.8%. Net claims below $2.5 million, i.e.
attritional claims, are at an historical low.

The large US acquisitions in late 2006 and early 2007 will mean that, when
completed, QBE has well over 80% of is business emanating from our
offshore operations with more than 90% in commercial lines insurance.

We continue to set prices, terms and conditions as a market leader in the
majority of our products that we underwrite. We also put great effort into
making sure that QBE’s culture of leadership, business acumen and integrity
is embedded into each of our operations around the world and implemented
quickly into new acquisitions.

Our investment returns outperformed internal investment benchmarks with
actual gross investment income exceeding budget. QBE’s net investment
income, which is after borrowing costs and investment expenses, increased
from $718 million to $822 million. This was mainly attributable to higher
interest yields, strong cash flow and active management of our fixed interest
and equity portfolios. Realised and unrealised gains on equities included in
investment income reduced from $130 million before tax to $104 million.

We continue to adopt a low risk, absolute return approach to the investment
of policyholders' and shareholders’ funds. Approximately 72% of our
investments are held in overseas currencies to match insurance liabilities in
those currencies and to support our substantial shareholders’ funds invested
in overseas subsidiaries. Our conservative policy of matching and hedging
the foreign currency exposures in Australian dollars has resulted in a small
exchange gain for 2006.
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QBE's balance sheet continues to be extremely wel! positioned for the future
as demonstrated by the following:

+ Net outstanding claims of $11.6 billion include risk margins of $1.4
billion to give a probability of adequacy slightly in excess of 84%.

+ Our overall claims development over the past ten financial years shows
a positive release of prior year claims for each of those years on an
undiscounted basis.

» The substantial release from 2005 and prior accident years has been
put back into provisions by maintaining significant risk margins in the
2006 accident year outstanding claims.

» We have taken the prudent step to top up 2000 and prior year old
latency and run-off claims by $110 million, although actual claims were
generally in line with expectations.

e QOur unearned premium liabilities of $4.6 billion includes substantial risk
margins and allowances for large individual claims and catastrophes in
2007.

o Qur ratio of borrowings to shareholders’ funds has been reduced from
42% to 38%. This ratio will increase to around 43% following
completion of the US acquisitions.

e Our low risk investment portfolio of $20 billion at year end included
8.7% in equities and 91.1% in cash and fixed interest securities which
are currently at an average 0.7 years duration on the yield curve.

e The investment portfolio is 99% liquid and of high quality.

As mentioned by the Chairman, we maintain a strong capital adequacy ratio
for future growth through acquisition. Our quality balance sheet, high levels
of capital adequacy for regulation and rating agency purposes and, in
particular, the strong profitability from our operations around the world, has
enabled us to look for new initiatives in various countries to improve profit
and create further wealth for shareholders going forward.

The acquisition initiatives in 2006 and early 2007 will add approximately $4
billion of annualised gross written premium going forward.




In the past year:

e We acquiréd OneBeacon Agriculture division in the US with expected
gross written premium of $115 million in 2007,

» We acquired a general aviation business in Denmark, a new team for
the general aviation business in Lloyd's and a new marine team in
Sweden which is expected to give us additional gross written premium
for our European Operations of $240 million in 2007; and...

+ We recently announced the acquisitions of Praetorian Financiai Group
and Winterthur Group in the USA and Seguros Cumbre in Mexico
which will add approximately $3.7 billion of new annualised gross
written premium in the first full year. These acquisitions are subject to
regulatory approval which we expect before 30 June.

We have also commenced marketing more of our core products through the
distribution channels acquired in 2008, particularly in Australia, France,
Germany, Spain, UK and the US. Our product leadership skills supported by
our comprehensive actuarial analysis are important ingredients to the
expansion of the distribution of our products.

We have introduced a number of projects to improve the efficiency of our
various businesses. This ranges from OPENUP CLAIMS which is designed to
capitalise on successful initiatives in many of our operations to improve the
way we manage our claims yet maintain our core philosophy of paying valid
claims promptly; to new IT projects which are designed to improve our
workflow and interface with intermediaries and reduce the cost of IT
infrastructure around the world; and to increased utilisation of our captive
reinsurer, Equator Re, based on our highly successful loss modelling which
has enabled us to retain more business in QBE and improve profitability for
shareholders.

I will now briefly summarise the results from our three major insurance
divisions and our Investment division and introduce the managers of these
substantial businesses.

Our Australia, Pacific, Asia and Central Europe operations (APACE) which
comprise 26 countries, is lead by Vince McLenaghan, Chief Executive Officer
of the division. Vince also holds the position of Chief Operating Officer for
the Group.

The APACE team completed 2006 with an excellent combined operating ratio
of 83.2% compared with 83.3% in 2005. Gross written premium for the
division was up 3% to $3.2 billion, mainly as a result of acquisitions of
distribution channels and new initiatives with intermediaries.
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Overall average premium rates for the APACE operations reduced by 3.3% in
2006 to reflect the lower claims frequency, the positive impact of tort reform
in Australia and to retain our quality customers. Our retention of customers
continues to be high.

Gross written premium is expected to be around $3.2 billion in 2007. This
excludes Central European operations which were transferred on 1 January
to European Operations, based in London.

Our European Operations in 11 countries is lead by Steven Burns, Chief
Executive Officer. The European team completed 2006 with an excellent
combined operating ratio of 85.9% compared with 82.1%. Gross written
premium was up 9% to $5.2 biilion on the back of acquisitions and overall
premium rate increases on the property and energy portfolios following the
2005 hurricanes.

The recent acquisition of distribution channels will enable us to extend our
core products to regional UK and a number of countries in mainland Europe.
The new aviation businesses in Lloyd’'s and Denmark and new team in
Sweden will assist growth in 2007. We expect gross written premium for
European Operations to be around £2.3 billion for 2007 with general
insurance representing over 80% of business written.

Our Americas operations which includes the US and 9 countries in Latin
America is lead by Tim Kenny, President and Chief Executive Officer. The
Americas team completed 2006 with a combined operating ratio of 89.7%
compared with 92.9%. Gross written premium was up 30% to $1.9 billion on
the back of the acquisition of Central de Seguros in Colombia, National
Farmers Union Property and Casualty Insurance Company and OneBeacon
Agriculture division in the US.

Our team in the US has produced solid results over the past five years and
our recent acquisitions are a reflection of our confidence in the quality of our
US team under Tim's leadership. The acquisitions made in late 2006 and
early this year are expected to increase gross written premium to around
US$3.7 billion in 2007 and US%$4.6 billion in 2008. General insurance
business, which is predominantly regional US business, will be in excess of
90% of business written in the Americas.

Our investment division is managed by Mark ten Hove, Group General
Manager, Investments. Mark and his team are responsible for the returns
from the Group’s investment portfolio of close to $20 billion which is held in
over 100 portfolios in 44 countries and numerous currencies. As previously
mentioned, our investment income exceeded our internal benchmarks and
actual investment income was ahead of budget.




We will continue our low risk investment strategy in 2007 and, subject to
exchange rates, we expect the investment portfolio to be around $28 billion
by the end of 2007 and $30 billion by the end of 2008.

The major acquisitions in the US were strategic moves for QBE. They were at
prices which are projected to be earnings per share accretive in year one.
They are both excellent businesses and complementary to our existing
businesses. We expect to achieve profit after tax and funding costs from the
two acquisitions of $380 million in the first full year following completion.

In addition, we expect to achieve synergies of an estimated $50 million after
tax by the end of 2008. The acquisitions, which are subject to regulatory
approval, are expected to be completed by 30 June 2007. We have
developed initial integration plans and we are currently collecting
comprehensive information to enable us to implement the QBE cuiture and
QBE approach to business acumen.

The acquisitions will be broken down into a number of businesses and
products and each of these businesses and products will be expected to meet
QBE’s minimum return on capital allocated of 15% per annum. The premium
income targets from the acquisitions assume that we may have to cancel
some business to improve profitability.

The Chairman indicated that funding of these acquisitions will require less
equity than previously envisaged. This is due to our higher share price, higher
profits, and increased risk margins in outstanding claims improving regulatory
capital levels. We are now likely to issue slightly less than 40 million shares,
including hybrids. This compares with our initial estimate of just under 60
million shares.

| will now briefly summarise our expectations for the current year.

Our teams around the world recognise that to create further wealth for
shareholders means that we have to raise the bar even higher. In a
continuing competitive market we need to increase our focus on a number of
key profit drivers, not the least of which are retention of quality customers,
better management of our claims, improving our efficiency and going forward
making good use of our excess capital through conversion of new
opportunities or, in the alternative, returning funds to shareholders.

Our experience has shown that organic growth in times when premium rates
are falling is not in the best interest of shareholders. Our growth in the short
term will therefore need to be on the back of acquisitions which we define as
acquiring new companies and/or insurance portfolios, new distribution
channels and underwriting teams.
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The acquisitions in 2006 and early 2007 will mean that we are likely to see
growth in gross written premium in 2007 of close to 30% to around $13.5
billion and growth in net earned premium by close to 40% to around $11.4
billion. Because of the timing of the acquisitions, growth in gross written and
net earned premium is also anticipated to be around 15% in 2008. These
targets are dependent on the Australian dollar not significantly appreciating
against overseas currencies; overall premium rate reductions not exceeding
our expected minus 3% across all portfolios; and US regulatory approvals for
recent acquisitions being received before 30 June 2007.

We continue to look for acquisitions which meet our proven criteria and to
further build the business. We do not contemplate any further major
acquisitions in the US for at least the next 18 months. However, we do have a
number of small acquisitions in other countries that we are investigating and
our teams around the world are busily looking for new opportunities.

Our targeted insurance profit margin for 2007 is 17.5% to 18.5% of net
earned premium. This target includes an allowance for large losses and
catastrophes and increased risk margins of 14.0% of net earned premium.
The actual large losses and catastrophes have not exceeded this allowance
in the past five years. We do have comprehensive reinsurance protections in
place to ensure that QBE's largest single realistic disaster scenario costs no
more than 4.0% of net earned premium. Large losses and catastrophes are
defined as net claims in excess of $2.5 million.

Shareholders will be aware that the Australian Accounting Standards require
investments to be booked at market value at balance date with unrealised
gains and losses to be included in net profit. We do not expect capital gains
on equities to be as high as the past two years; however, we are still
targeting an increase of at least 20% in operating profit after tax and at |least
15% increase in diluted earnings per share. This is subject to our usual
caveats relating to large losses and catastrophes, foreign currencies and, in
particular, completion of the acquisitions in the US.

It is important to remember that we are in the business of taking risks. We do
have significant allowances in our business plans for large losses and
catastrophes to achieve our targets that we have advised to the market.
Fortunately the insurance market appears to have changed significantly over
recent years and is more disciplined, mainly due to consolidation and
because of shareholder, regulatory and rating agency pressure on
performance and risk management. Therefore we anticipate that an
increased large loss and catastrophe experience in 2007 similar or worse
than we experienced in 2005 would most likely result in higher overall
average premium rates for QBE in 2008.
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The Chairman has already mentioned that our first quarter results are
encouraging. We have experienced some large losses and catastrophes but
at this stage they are running below those of last year. We are conscious that
the second half of the calendar year brings greater exposure to windstorm
losses.

Your company is in the top 25 insurance/reinsurance businesses around the
world measured by gross written premium income. It is in the top quartile of
those insurers as measured by underwriting profitability and return on equity.
We have a culture of leadership, business acumen and integrity and minimum
return on equity targets which are, in many cases, higher than the maximum
returns set by our peers.

As a result, we have outperformed in most of the countries in which we
operate and most of the products which we underwrite. We challenge many
of our peers to increase their hurdles to the levels that we expect from our
teams.

It is pleasing to see that we only have a small turnover of our senior
management and technical staff and that we constantly receive requests from
highly skilled professionals to join QBE. We have an incentive scheme which
is directly related to return on equity and which is aligned to the creation of
wealth for shareholders.

The record results would not have been achieved without the very
professional approach of our over 7,900 staff worldwide who are all aware of
the need to focus on QBE’s core values; in particular, increasing the long
term wealth of our shareholders.

| appreciate the enormous support that | have received from the directors
during the past year, in particular during our recent acquisition activity. The
quick responses that | received to my many requests in middle and iate
December were a fundamental part of the conversion of those acquisitions.

| acknowiedge the enormous support of my Group Executive and the
personal day to day support | receive from

Vince McLenaghan, Chief Operating Officer

Neil Drabsch, Chief Financial Officer

Duncan Ramsay, General Counsel and Company Secretary

Jenni Smith, Group General Manager, Human Resources

George Thwaites, Chief Risk Officer

Blair Nicholls, Chief Actuarial Officer; and

Peter Grove, our European QOperations Chief Underwriting Officer and
advisor o me on all group reinsurance protections.

* & & & & o @

Finally, | thank all my fellow employees for their loyalty, support and focus on
delivering excellent returns for our shareholders during the past year. | look
forward to working with the Board and the QBE team to build an even
stronger QBE for the benefit of all shareholders.
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QBE mreThen

o oA oA o D
bR v oo QBE INSURANCE GROUP LIMITED

Insurance 3AS ABN 28 006 485 014
Group JDOFIMT ERN

T a
TLEPORAVE FIMARCE

T A 82 it Street
Sydney NSW 2000

. Postal Address
2 April 2007 GPO 8ox B2
Sydney NSW 2001

Telephone: (02) 9375 4444

The Manager Facsimile: {02) 9231 6104
Company Announcements DX 10171 Sydney Stock Exchange
ASX Limited

Level 6

Exchange Centre
20 Bridge Street
SYDNEY NSW 2000

Dear Sir,

re: Further conversion of Liquid Yield OptioN securities
(*LYONSs”) to QBE ordinary shares

We refer to our previous announcements regarding the conversion of LYONS,
A further portion of QBE LYONs was converted into 12,986,290 ordinary shares
of the Company today (“Conversion Shares™). The total number of QBE shares on

issue becomes 859,332,449,

The total number of shares issued as a result of LYONs conversions to date is
108,946,880 QBE shares. 525 LYONSs remain unconverted.

The Conversion Shares were issued without disclosure to investors under Part 6D.2
of the Corporations Act 2001 (“Act™). As at the date of this notice, the Company
has complied with:
(i) the provisions of Chapter 2M of the Act as they apply to the
Company; and
(i1) section 674 of the Act.

This notice is given under paragraph 5(e) of section 708A of the Act.

Y ours faithfully,

D L aay

Duncan Ramsay
Company Secretary




Insurance
Group

28 March 2007

The Manager

Company Announcements
ASX Limited

Exchange Centre

20 Bridge Street
SYDNEY NSW 2000

Dear Sir/Madam
RE: CHANGE OF DIRECTOR'S INTEREST NOTICE

Attached for announcement to the market, please find a Change of
Director's Interest Notice for Isabel Hudson. This notice relates to an on-
market purchase of 500 QBE shares on 22 March 2007

Yours faithfully
; A
1
B {L. ey A :::1-'7

Duncan Ramsay
Company Secretary

Encl.

B4 LWRSS

| 82-35066

(BE INSURANCE GROUP LiIMITED

i ABN 28 008 485 014

Head Office
82 Pitl Sireet
Sydney NSW 2000

Postal Address
GPO Box 82
Sydney NSW 2001

Telophona: (02) 5375 4444
Facsimlle: (02) 9236 3166

¢ DX 10174 Sydney Stock Exchange
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Appenaix 5 v
Change of Director’s Interest Notice

Rule 3.]104.2

Appendix 3Y

Change of Director’s Interest Notice

Information or documents not availuble now miest be given 1o ASX us soon as availuble. Informution and
documenis given 1o ASX become ASX's property and may be made public.

Introduced gof9/2001.
r'larne of entity QBE INSURANCE GROUP LIMITED
IABN 28 008 485 014

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 Isabel Hudson

Data of last notice 22 November 20065

Part 1 - Change of director’s relevant interests in sacurities
I the case of & trust. this includes inferesis in the trust made avatloble by the responsible entity of the rust

Mote: |o the case of a company, interests which come within paragraph (8) of the definiton of “rotiliable intersst of 8 director™ shoukd be
disclosed in this part.

Direct or indirect interest Indirect

Nature of indirect intorest T D Waterhouse Nominges
{including registered holder) Leeds

Note: Provide details of the circumstanees giving rise fo the relevini

interest,

Date of change 22 March 2007
No. of securities held prior to change none

Class Ordinary Shares
Number acquired 500 shares
Number disposed N/A
Value/Consideration $32.04 per share
Nowe: If consideration is noa-cash, provide detils and estimated

valuation

No. of securities held after change 500 shares

+ See chapter 19 for defined terms,

117372002 Appendix 3Y Page |




Appendix 3Y

Change of Director’s Interest Notice

———

e A AY S

Nature of change

Example: on-market rade, of-market rade, exerense of options, issue of
steurivies pnder dividend reinvestiment plan, pasticipation m bay-back

On-market purchase of QBLE shares on 22
March 2007.

Part 2 - Change of director’s interests in contracts

Note: In the case of a company, nezrests which come within paragraph (1) of the definition of “nofitiable interest ot a directar” shoutd be

diselosed in this pan,

Detail of contract

Nature of interest

Name of registered holder
(if Issued securities)

Date of change

No. and class of securities to which
interest refated prior to change

Moie: Details are only required Eor a comract in relaion
1o which the interear bas chanped

Interest acquired

Interest disposed

Value/Censideration
Note: If consideration is non-cush, provide details and
an estimated valuntion

Interest after change

+ See chapter 19 for defined teims.

Appendix 3Y Page 2

1143520102







Rule 2.7,3.10.3, 3.10.4, 3.10.5

Appendix 3B

New issue announcement,

application for quotation of additional securities
and agreement

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 1/7/96. Origin: Appendix 5. Amended 1/7/98, 1/9/99, 1/7/2000, 30/%/2001, 11/3/2002.

Name of entity

QBE INSURANCE GROUP LIMITED

ABN

28 008 485014

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections (attach sheets if there is not enough space).

1

*Class of *securities issued or to be
issued

Number of *securities issued or to
be issued (if known) or maximum
number which may be issued

Principal terms of the *securities
(eg, if options, exercise price and
expiry date; if partly paid
*securities, the amount outstanding
and due dates for payment; if
*convertible securities, the
conversion price and dates for
conversion)

Ordinary Shares

817,510

Long Term Incentive (LTI) unlisted options

$11.08 Final exercise date 02 March 2008
$14.85 Final exercise date 02 March 2011
$20.44 Final exercise date 01 March 2012

Long Term Incentive {LTT) unlisted conditional rights
$0.00 Final exercise date 02 March 2008
$0.00 Final exercise date 01 March 2009

Employee Share & Option Plan unlisted options
§ 727  Final exercise date 31 March 2007




4 Do the *securities rank equally in all
respects from the date of allotment | Yes
with an existing *class of quoted
*+securities?

If the additional securities do not

rank equally, please state:

o the date from which they do

» the extent to which they
participate for the next dividend,
(in the case of a trust,
distribution) or interest payment

» the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

5 Issue price or consideration AS$ 727 730,000 AS$i1.08 44,019
AS14.85 22,791 A$20.44 8,267
AS 0.00 12,433 .

6  Purpose of the issue
(If issued as consideration for the | Exercise of employee options.
acquisition of assets, clearly identify
those assets) Issue of Conditional Rights: bonus shares at no

cost.

7 Dates of entering *securities into | 23.03.07
uncertificated holdings or despatch | 27.03.07
of certificates

Number +Class

g Number and “class of ali

*securities quoted on  ASX | 846,231,465 Ordinary Shares .
{including the securities in clause

2 if applicable)

+ See chapter 19 for defined terms.

Appendix 3B Page 2 11/3/2002
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hithontoatihondhendl

Number

+Class

Number and “class of all
*securities not quoted on ASX
{(including the securities in clause
2 if applicable)

Various options and
conditional rights over
un-issued shares at
various prices totalling
9,341,844 (see attached
Annexure *A”)

Dividend policy (in the case of a
trust, distribution policy) on the
increased capital (interests)

N/A

Part 2 - Bonus issue or pro rata issue

i1

12

13

14

15

16

18

19

20

Is  security holder approval
required?

Is the issue renounceable or non-
renounceable?

Ratio in which the *securities will
be offered

+Class of *securities to which the
offer relates

*Record date to  determine
entitlements

Will holdings on different registers
(or subregisters) be aggregated for
calculating entitlements?

Policy for deciding entitlements in
relation to fractions

Names of countries in which the
entity has *security holders who
will not be sent new issue
documents

Note: Security holders must be toid how their
entitlements are to be dealt with.

Cross reference: rule 7.7.

Closing date for receipt of
acceptances or renunciations

Names of any underwriters




[EPRpRY

21

22

23

24

25

26

27

28

29

30

31

32

33

- v d

Amount of any underwriting fee or
commission

Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

Amount of any handling fee
payable to brokers who lodge
acceptances or renunciations on
behalf of *security holders

If the issue is contingent on
*security holders’ approval, the
date of the meeting

Date entitlement and acceptance
form and prospectus or Product
Disclosure Statement will be sent to
persons entitled

If the entity has issued options, and
the terms entitle option holders to
participate on exercise, the date on
which notices will be sent to option
holders

Date rights trading will begin (if
applicable)

Date rights trading will end (if
applicable)

How do *security holders sell their
entitlements in full through a
broker?

How do *security holders sell part
of their entitlements through a
broker and accept for the balance?

How do *security holders dispose
of their entitlements (except by sale
through a broker)?

*Despatch date

+ See chapter 19 for defined terms.

Appendix 3B Page 4

11/3/2002
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Part 3 - Quotation of securities

You need only complete this section if you are applying for quotation of securities

34 Type of securities
(tick one)

{a) Securities described in Part |

{b) All other securities

Example: restricted securities at the end of the escrowed period, partly paid securitics that become fully paid. employee
incentive share securities when restriction ends, securities issued on expiry or conversion of converntible securities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities
{If the additional secyrities do not form a new class, go to 43)

Tick 1o indicate you are providing the information or
documents

35 D If the *securities are Tequity securities, the names of the 20 largest holders of the
additional *securities, and the number and percentage of additional *securities held by
those holders

36 I:l If the *securities are *equity securities, a distribution schedule of the additional
*securities setting out the number of holders in the categories
1-1,000
1,001 - 5,000
5,001 - 10,000
10,001 - 100,000
100,001 and over

37 D A copy of any trust deed for the additional *securities

{now go to 43)

Entities that have ticked box 34(b)

38 Number of securities for which
+quotation is sought

39 Class of “*securities for which
quotation is sought




40

4]

42

Do the *securities rank equally in all
respects from the date of allotment
with an existing *class of quoted
*securities?

If the additional securities do not

rank equally, please state:

» the date from which they do

e the extent to which they
participate for the next dividend,
(in the case of a trust,
distribution) or interest payment

¢ the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

Reason for request for quotation
now

Example: In the case of restricted securities, end of
restriction period

(if issued upon conversion of
another security, clearly identify that
other security)

Number and *class of all *securities
quoted on ASX (including the
securities in clause 38)

(now go to 43)

Number

+Class

+ See chapter |9 for defined terms.

Appendix 3B Page 6

11/3/2002
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All entities

Fees

43 Payment methed (tick one)

I:l Cheque attached

\:I Electronic payment made

Note: Payment may be made electronically if Appendix 3B is given to ASX electronically at the same time,

Periodic payment as agreed with the home branch has been arranged
Note: Amangements can be made for employee incentive schemes that invelve frequent issues of securities.
Quotation agreement

1 *Quotation of our additional “securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

(]

We warrant the following to ASX.

. The issue of the *securities to be quoted complies with the law and is not for
an illegal purpose.

. There is no reason why those *securities should not be granted *quotation.

. An offer of the *securities for sale within 12 months after their issue will
not require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act.

Note: An entity may need 1o obtain appropriate warranties from subscribers for the securities in order to be
able to give this warranty

. Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation to any *securities to be quoted and
that no-one has any right to return any *securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we
request that the "securities be quoted.

. We warrant that if confirmation is required under section 1017F of the
Corporations Act in relation to the *securities to be quoted, it has been
provided at the time that we request that the *securities be quoted.

» If we are a trust, we warrant that no person has the right to return the
*securities to be quoted under section 1019B of the Corporations Act at the
time that we request that the *securities be quoted.

+ See chapter 19 for defined terms,

11/3/2002 Appendix 3B Page 7




3 We will indemnify ASX to the fullest extent permitted by law in respect of any
claim, action or expense arising from or connected with any breach of the warranties
in this agreement.

4 We give ASX the information and documents required by this form. If any
information or document not available now, will give it to ASX before *quotation of
the *securities begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are (will be) true and compiete.

Sign here: Date: 27 March 2007
{Company secretary)

Print name: Duncan Ramsay

+ See chapter 19 for defined terms.

Appendix 3B Page 8 11/3/2002
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This is Annexure "A" of | page referred to in Appendix 3B, Form of Application for Official

Quotations of Additional Securities, signed by me and dated 27 March 2007.

Duncan Ramsay

COMPANY SECRETARY

Number of Options/

Conditional Rights
17,335
38,750
240,996
114,694
2.203,015
173,739
186,500
113,426
118,587
104,025
60.000
86,922
177,042
2,064,691
94,77t
969
47314
1,079,893
47,013
834,001
36,161
500,000*
500,000+
500,000*
9,341,844

Class

Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Conditional Rights
Conditional Rights
Conditional Rights
Conditional Rights
Conditional Rights
Options
Options
Options

Final Exercise Date

12 March 2008

2 March 2024

2 March 2008

1 April 2008

2 March 2011

2 March 2011

2 March 2011}

2 March 2009

7 April 2011

2 March 2010

29 December 2009
1 March 2010

1 March 2011

I March 2012

6 April 2012

01 March 2012

1 April 2007

2 March 2008

7 April 2008

1 March 2009

6 April 2009

30 November 2007
30 November 2007
30 November 2007

*Options issued to a third party subject 1o a number of performance hurdles.




<IBE

Insurance
Group

26 March 2007

The Manager

Company Announcements
ASX Limited

Level 6

Exchange Centre

20 Bridge Street
SYDNEY NSW 2000

Dear Sir,

ST
T T r\l

Re:  Settlement of dividend underwriting

|82-35066 |

QBE INSURANCE GROUP LIMITED
ABN 28 008 485 014

Head Office

82 Pitt Street
Sydney NSW 2000
AUSTRALIA

Postal Address
GPO Box 82
Sydney NSW 2001
AUSTRALIA

Telephone: +61 (2) 9375 4444
Facsimile: +61 (2) 9235 3166
DX 10171 Sydney Stock Exchange

QBE issued 11,824,118 million shares on 23 March 2007 (“Shares”) in accordance with
QBE’s successful dividend underwriting notified to you on 21 March 2007. The total number
of QBE shares on issue becomes 845,413,955,

The Shares were issued without disclosure to investors under Part 6D.2 of the Corporations
Act 2001 (*Act”). As at the date of this notice, the Company has complied with:

(1) the provisions of Chapter 2M of the Act as they apply to the Company; and

(i) section 674 of the Act.

This notice is given under paragraph 5(e) of section 708A of the Act.

Yours faithfully,
D {L e A Q/\,

Duncan Ramsay
Company Secretary

A Member of the QBE Insurance Group




Rule 2.7, 3.10.3, 3.10.4, 3.10.5

ey, o,
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New issue announcement, Pt
CREIRATL g

application for quotation of additional securities
and agreement

Information or documents not available now must be given to ASX as soon as available. Information and
documents given o ASX become ASX's property and may be made public.

Introduced 1/7/96. Origin: Appendix 5. Amended 1/7/98, 1/9/99, 1/1/2000, 30/9/2001, 11/3/2002.

Name of entity

QBE INSURANCE GROUP LIMITED

ABN
P8 008 485014

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevani sections (autach sheets if there is not enough space).

| *Class of *securities issued ot to be
issued Ordinary Shares

2 Number of *securities issued or to
be issued (if known) or maximum | 11 824,118
number which may be issued

Principal terms of the *securities
3 (eg, if options, exercise price and | New shares issued under DRP/DEP underwriting

expiry date; if partly paid | arrangements — settlement due 23 March 2007
*securities, the amount outstanding

and due dates for payment; if
+convertible securities, the
conversion price and dates for
conversion)




. - - 8

Do the *securities rank equally in all
respects from the date of allotment
with an existing *class of quoted
*securities?

If the additicnal securities do not

rank equally, please state:

» the date from which they do

¢ the extent to which they
participate for the next dividend,
(in the case of a trust,
distribution) or interest payment

s the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

Issue price or consideration

Purpose of the issue

(If issued as consideration for the
acquisition of assets, clearly identify
those assets)

Dates of entering *securities into
uncertificated holdings or despatch
of certificates

Number and *class of all
*securities quoted on  ASX
(including the securities in clause
2 if applicable)

Yes

AS$30.90 11,824,118

See letter to ASX dated 21 March 2007 entitled
‘QBE Raises Further Equity’.

Shares issued in respect of dividend
underwriting arrangements previously

announced.

23.03.07

Number +Class
845,413,955 Ordinary Shares

+ See chapter 19 for defined terms,
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Number

+Class

Number and “*class of all
*securities not quoted on ASX
{including the securities in clause
2 if applicable)

Various options and
conditional rights over
un-issued shares at
various prices totalling
10,159,354 (see attached
Annexure ‘A’)

Dividend policy (in the case of a
trust, distribution policy) on the

increased capital (interests)

N/A

Part 2 - Bonus issue or pro rata issue

11

18

19

20

Is security holder approval
required?

Is the issue renounceable or non-
renounceable?

Ratio in which the *securities will
be offered

*Class of *securities to which the
offer relates

*Record date to  determine
entitlements

Will holdings on different registers
(or subregisters) be aggregated for
calculating entitlements?

Policy for deciding entitlements in
relation to fractions

Names of countries in which the
entity has *security holders who
will not be sent new issue
documents

Note: Security holders must be told how their
entitlements are to be dealt with.

Cross reference: rule 7.7.

Closing date for receipt of
acceptances or renunciations

Names of any underwriters




21

22

23

24

25

26

27

28

29

30

31

32

33

Amount of any underwriting fee or

commission

Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

Amount of any handling fee
payable to brokers who lodge
acceptances or renunciations on
behalf of *security holders

If the issue is contingent on
*security holders’ approval, the
date of the meeting

Date entitlement and acceptance
form and prospectus or Product
Disclosure Statement will be sent to
persons entitled

If the entity has issued options, and
the terms entitle option holders to
participate on exercise, the date on
which notices will be sent to option
holders

Date rights trading will begin (if
applicable)

Date rights trading will end (if
applicable)

How do *security holders sell their
entitlements in  full through a
broker?

How do *security holders sell part
of their entitlements through a
broker and accept for the balance?

How do *security holders dispose
of their entitlements (except by sale
through a broker)?

+Despatch date

+ See chapter 19 for defined terms.
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Part 3 - Quotation of securities

You need only complete this section if vou are applying for quotation of securities

34  Type of securities
(tick one)

(a) Securities described in Part 1

(b) |:| All other securities

Example: restricted securities at the end of the escrowed period, partly paid securities that become fully paid, employee
incentive share securities when restriction ends, securities issued on expiry or conversion of convertible securities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities
(If the additional securities do not form a new class, go to 43)

Tick to indicate you are providing the information or
documents

35 l:' [f the *securities are *equity securities, the names of the 20 largest holders of the
additional *securities, and the number and percentage of additional *securities held by
those holders

36 D If the *securities are ‘*equity securities, a distribution schedule of the additional
*securities setting out the number of holders in the categories
1-1,000
1,001 - 5,000
5,001 - 10,000
10,001 - 100,000
100,001 and over

37 D A copy of any trust deed for the additional *securities
(row go to 43)

Entities that have ticked box 34(b)

38 Number of securities for which
*quotation is sought

39 Class of “*securities for which
quotation is sought




40

a1

42

Do the *securities rank equally in all
respects from the date of allotment
with an existing *class of quoted
*securities?

If the additional securities do not

rank equally, please state:

s the date from which they do

* the extent to which they
participate for the next dividend,
(in the case of a trust,
distribution) or interest payment

¢ the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

Reason for request for quotation
now

Example: In the case of restricted securities, end of
restriction period

(if issued upon conversion of
another security, clearly identify that
other security)

Number and *class of all *securities
quoted on ASX (including the
securities in clause 38)

Number

+Class

(now go to 43)

+ See chapter 19 for defined terms.
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All entities

Fees

43 Payment method (tick one)

I:I Cheque attached

‘:] Electronic payment made

Note: Payment may be made elecwronically if Appendix 3B is given to ASX electronically at the same time.

Periodic payment as agreed with the home branch has been arranged

Note: Arrangements can be made for employee incentive schemes that involve frequent issucs of securitics.

Quotation agreement

1 *Quotation of our additional *securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

2 We warrant the following to ASX.

. The issue of the *securities to be quoted complies with the law and is not for
an illegal purpose.

. There is no reason why those *securities should not be granted *quotation.

) An offer of the 'securities for sale within 12 months after their issue will
not require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act.

Note: An entity may need to obtain appropriate warranties from subseribers for the securities in order to be
able to give this warranty

. Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation to any *securities to be quoted and
that no-one has any right to return any ‘securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we
request that the *securities be quoted.

. We warrant that if confirmation is required under section 1017F of the
Corporations Act in relation to the *securities to be quoted, it has been
provided at the time that we request that the *securities be quoted.

. If we are a trust, we warrant that no person has the right to return the
+securities to be quoted under section 1019B of the Corporations Act at the
time that we request that the *securities be quoted.

+ See chapter 19 for defined terms.
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3 We will indemnify ASX to the fullest extent permitted by law in respect of any
claim, action or expense arising from or connected with any breach of the warranties
in this agreement.

4 We give ASX the information and documents required by this form. If any
information or document not available now, will give it to ASX before *quotation of
the *securities begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are (will be) true and complete.

Sign here: Date: 22 March 2007
{(Company secretary)

Print name: Duncan Ramsay

u
ii
s!

+ See chapter 19 for defined terms.
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This is Annexure "A" of 1 page referred to in Appendix 3B, Form of Application for Official

Quotations of Additional Securities, signed by me and dated 22 March 2007,

Duncan Ramsay
COMPANY SECRETARY

9. Number of Options/

Conditional Rights
60,000
230,000
440,000
17,335
38,750
285,015
114,694
2,225,806
173,739
186,500
115,426
118,587
104,025
60,000
86,922
177,042
2,072,958
94,771
969
47,314
1,089,113
47,013
837.214
36,161
500,000*
500,000*
500,000*
10,159,354

Class

Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Opticns
Options
Options
Options
Options
Options
Options
Options
Options
Conditional Rights
Conditional Rights
Conditional Rights
Conditional Rights
Conditional Rights
Options
Options
Options

Final Exercise Date

31 March 2007

31 March 2007

31 March 2007

12 March 2008

2 March 2024

2 March 2008

I April 2008

2 March 2011

2 March 2011

2 March 2011

2 March 2009

7 April 2011

2 March 2010

29 December 2009
1 March 2010

1 March 2011

1 March 2012

6 April 2012

01 March 2012

1 April 2007

2 March 2008

7 April 2008

1 March 2009

6 April 2009

30 November 2007
30 November 2007
30 November 2007

*Options issued to a third party subject to a number of performance hurdles.




>
QBE

Insurance
Group

21 March 2007

The Manager

Company Announcements
ASX Limited

Level 6

Exchange Centre

20 Bridge Street
SYDNEY NSW 2000

Dear Sir/Madam,

Re: QBE RAISES FURTHER EQUITY

Please find attached an announcement for release to the market.

Yours faithfully,
D Lo nan

Duncan Ramsay
Company Secretary

[82-2000

QBE INSURANCE GROUP LIMITED
ABN 28 008 485 014

82 Pitt Street
Sydney NSW 2000

Postal Address
GPO Box 82
Sydney NSW 2001

Telephone: (02) 9375 4444
Facsimile; (02) 9231 6104
DX 10171 Sydney Stock Exchange




QBE INSURANCE GROUP LIMITED

MARKET ANNOUNCEMENT

QBE RAISES FURTHER EQUITY

QBE Insurance Group today announced that in relation to the 2006 final dividend, the
dividend reinvestment plans and the dividend underwriting arrangements previously
announced have raised approximately $452 million. The number of shares to be issued is
14.6 million at a2 volume weighted average price of $30.90 per share.

QBE's Group Chief Executive Officer, Frank QO’Halloran, said: “The funds raised are part of
our previously announced financing of the US acquisitions.”

Settlement is due 23 March 2007 under the dividend underwriting and its shares are intended
to be issued and listed for trading that day.

The issue date under the dividend reinvestment plans remains 2 April 2007.

For further information, please call + 61 2 9375 4226 or email investor.relaticns@gbe.com

21 March 2007




Rule 2.7, 3.10.3, 3.10.4,3.10.5

.52 Appendix 3B

New issue announcement,

application for quotation of additional securities
and agreement

Information or documents not available now must be given 1o ASX as soon as available. Information and
documents given to ASX become ASX's property and may be made public.

Introduced 1/7/96. Origin: Appendix 5. Amended 1/7/98, 1/9/99, 1/7/2000, 30/9/2001, 11/3/2002.

Name of entity

QBE INSURANCE GROUP LIMITED

ABN

28 008 485014

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections (attach sheets if there is not enough space).

*Class of Tsecurities issued or to be
issued

Number of *securities issued or to
be issued (if known) or maximum
number which may be issued

Principal terms of the *securities
(eg, if options, exercise price and
expiry date; if partly paid
*securities, the amount outstanding
and due dates for payment; if
*convertible securities, the
conversion price and dates for
conversion)

Ordinary Shares

780,502

Long Term Incentive (LTI} unlisted options
$ 8.04 Final exercise date 12 March 2007
$11.08 Final exercise date 02 March 2008

Employee Share & Option Plan unlisted options
$ 8.04 Final exercise date 12 March 2008
$11.08 Final exercise date 02 March 2024
$14.81 Final exercise date 29 December 2009




Do the *securities rank equally in all
respects from the date of allotment
with an existing *class of quoted
*securities?

If the additional securities do not

rank equally, please state:

e the date from which they do

o the extent to which they
participate for the next dividend,
{in the case of a trust,
distribution) or interest payment

s the extent to which they de not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

Issue price or consideration

Purpose of the issue

(If issued as consideration for the
acquisition of assets, clearly identify
those assets)

Dates of entering *securities into
uncertificated holdings or despatch
of certificates

Number and “*class of all
*securitiecs quoted on  ASX
{including the securities in clause
2 if applicable)

Yes
AS 8.04 22083 AS11.08 738,206
AS14.81 20,000 AS 0.00 213

Exercise of employee options.

Issue of bonus shares (notional dividend) at no
cost.

09.03.07

13.03.07

16.03.07

Number +Class
833,589,837 Ordinary Shares

+ See chapter 19 for defined terms.
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Number

+Class

Number and “*class of all
*securities not quoted on ASX
(including the securities in clause
2 if applicable)

Various options and
conditional rights over
un-issued shares at
various prices totalling
10,159,354 (sce attached
Annexure ‘A”")

Dividend policy (in the case of a
trust, distribution policy) on the

increased capital {interests)

N/A

Part 2 - Bonus issue or pro rata issue

11

12

13

14

15

I6

19

20

Is security holder approval
required?

Is the issue renounceable or non-
renounceable?

Ratio in which the *securities will
be offered

*Class of *securities to which the
offer relates

*Record date to  determine
entitlements

Will holdings on different registers
(or subregisters) be aggregated for
calculating entitlements?

Policy for deciding entitlements in
relation to fractions

Names of countries in which the
entity has *security holders who
will not be sent new issue
documents

Note: Security holders must be told how their
entitlements are to be dealt with.

Cross reference: rule 7.7.

Closing date for receipt of
acceptances or renunciations

Names of any underwriters




21

22

23

24

25

26

27

28

29

3o

31

32

33

1
'

Amount of any underwriting fee or
commission

Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

Amount of any handling fee
payable to brokers who lodge
acceptances or renunciations on
behalf of *security holders

If the issue is contingent on
*security holders’ approval, the
date of the meeting

Date entitlement and acceptance
form and prospectus or Product
Disclosure Statement will be sent to
persons entitled

If the entity has issued options, and
the terms entitle option holders to
participate on exercise, the date on
which notices will be sent to option
holders

Date rights trading will begin (if
applicable)

Date rights trading will end (if
applicable)

How do *security holders sell their
entittements in  full through a
broker?

How do *security holders sell part
of their entitlements through a
broker and accept for the balance?

How do *security holders dispose
of their entitlements {except by sale
through a broker)?

*Despatch date

+ See chapter 19 for defined terms.
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Part 3 - Quotation of securities

You need anly complete this section if you are applying for quotation of securities

34 Type of securities
(tick one)

(a) Securities described in Part 1

(b) All other securities

Example: restricted securities at the end of the escrowed period, partly paid securities that become fully paid, employee
incentive share sccurities when restriction ends, securities issued on expiry or conversion of convertible securitics

Entities that have ticked box 34(a)

Additional securities forming a new class of securities
{If the additional securities do not form a new class, go to 43)

Tick to indicate you are providing the information or
documents

35 |:| If the *securities are ‘equity securities, the names of the 20 largest holders of the
additional *securities, and the number and percentage of additional *securities held by
those holders

36 I:I If the *securities are ‘equity securities, a distribution schedule of the additional
*securities setting out the number of holders in the categories
1-1,000
1,001 - 5,000
5,001 - 10,000
10,001 - 100,000
100,001 and over

37 D A copy of any trust deed for the additional *securities

(now go to 43}

Entities that have ticked box 34(b)

38  Number of securities for which
*quotation is sought

39 Class of “*securities for which
quotation is sought




40 Do the *securities rank equally in all
respects from the date of allotment
with an existing *class of quoted
*securities?

|
|
‘ If the additional securities do not
rank equally, please state:
» the date from which they do
o the extent to which they
participate for the next dividend,
(in the case of a trust,
‘ distribution) or interest payment
. s the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

41 Reason for request for quotation
now

Example: In the case of restricted securities, end of
restriction peried

(if issued upen conversion of
another security, clearly identify that
other security}

Number +Class

42 Number and *class of all *securities
quoted on ASX (including the
securities in clause 38)

{now go (o 43)

+ See chapter 19 for defined terms.
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All entities

Fees

43 Payment method (tick one)

| I:' Cheque attached

I___| Electronic payment made

Note: Payment may be made electronically if Appendix 3B is given 10 ASX clectronically at the same time.

Periodic payment as agreed with the home branch has been arranged

Note: Arrangements can be made for employee incentive schemes that invelve frequent issues of securities.

. Quotation agreement

] *Quotation of our additional *securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

2 We warrant the following to ASX.

. The issue of the *securities to be quoted complies with the law and is not for
an illegal purpose.

. There is no reason why those *securities should not be granted *quotation.

. An offer of the “securities for sale within 12 months after their issue will
; not require disclosure under section 707(3) or section 1012C(6) of the
i Corporations Act.
|

Note: An entity may need to obtain appropriate warranties from subscribers for the securities in order to be
able to give this warranty

. . Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation to any *securities to be quoted and
that no-one has any right to return any ‘securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we
request that the *securities be quoted.

. We warrant that if confirmation is required under section 1017F of the
Corporations Act in relation to the *securities to be quoted, it has been
provided at the time that we request that the *securities be quoted.

. If we are a trust, we warrant that no person has the right to return the
*securities to be quoted under section 1019B of the Corporations Act at the
time that we request that the *securities be quoted.

+ See chapter 19 for defined terms.
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3 We will indemnify ASX to the fullest extent permitted by law in respect of any
claim, action or expense arising from or connected with any breach of the warranties
in this agreement.

4 We give ASX the information and documents required by this form. If any
information or document not available now, will give it to ASX before *quotation of
the *securities begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are (will be) true and complete.

Sign here: Date: 19 March 2007
(Company secretary)

Print name: Duncan Ramsay

+ See chapter 19 for defined terms.
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This is Annexure "A" of 1 page referred to in Appendix 3B, Form of Application for Official

Quotations of Additional Securities, signed by me and dated 19 March 2007,

Duncan Ramsay

COMPANY SECRETARY

9.

Number of Options/
Conditional Rights

60,000
230,000
440,000
17,335
38,750
285,015
114,694
2,225,806
173,739
186,500
115,426
118,587
104,025
60,000
86,922
177,042
2,072,938
94,771
969
47314
1,089,113
47,013
837,214
36,161
300,600*
500,000
500,000*
10,159,354

Class

Options
Options
Onptions
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Conditional Rights
Conditional Rights
Conditional Rights
Conditional Rights
Conditional Rights
Options
Options
Options

Final Exercise Date

31 March 2007

31 March 2007

31 March 2007

12 March 2008

2 March 2024

2 March 2008

1 April 2008

2 March 2011

2 March 2011

2 March 2011

2 March 2009

7 April 2011

2 March 2010

29 December 2009
1 March 2010

1 March 2011

1 March 2012

6 April 2012

01 March 2012

1 April 2007

2 March 2008

7 April 2008

1 March 2009

6 April 2009

30 November 2007
30 November 2007
30 November 2007

*Options issued to a third party subject to a number of performance hurdles.
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16 March 2007

The Manager

Company Announcements

Australian Securities Exchange Limited
IExchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear Sir/Madam

RE: CHANGE OF DIRECTOR’S INTEREST NOTICE

Attached for announcement to the market, please find a Change of
Director's Interest Notice for Duncan Boyle. This notice relates to an on-
market purchase of QBE shares on 14 March 2007,

Yours faithfully
H
D !?-, ety A utm/

Duncan Ramsay
Company Secretary

Encl.

et g gy e
NN R R

FILE NO.

82-35066

QBE INSURARCE GROUP LIsAITED
ABN 28 008 485 014

Head Office
82 Pitt Street
Sydney NSW 2000

Postal Aadrass
GPO Box 82
Sydney NSW 2001

Telaphone: (02) G375 4444
#acsimiie: (02) D235 3166

DX 10171 Sydney Stock Exchange




APppeodix 2 ¥
Change of Director’s Interest Notice

Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

Information v documents not available now must be given 0 ASX as soon as avaifuble. Information and
documents given 10 ASX become ASX's property and may be made public.

Introduved 30/9/2001.
ama of entity GBE INSURANCE GROUP LIMITED
ABN 28 008 485014

We (ihe 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 Duncan Boyle

Date of last notice 9 March 2007

Part 1 - Change of director's relevant interests in securities
It the case of @ trust. 1hiy includes interests in the trust made available by the responsibie emity of the 1rust

Nute: o tbe case of @ company, interests which come within paragraph (i) of the defirition of “notifiable interest of a director™ should be
disclased in this pant.

Direct or indirect interest Direct

Nature of indirect interest

{including registered holder)

Note: Pravide detnils of the vircomstances giving rise ta the relevant

interest.

Date of change 14 March 2007

No. of sacurities hald prior to change 1,645 shares Duncan M Boyle
Class Ordinary Shares

Number acguired 3,275 shares  Duncan M Boyle
Numbar digsposed N/A

Value/Consideration An average price of $30.42

Note: 16 consideration I8 nom-cash, provide details and estimated

valuntion

No. of securities held after change 4,920 shares Duncan M Boyle

+ Sce chaper 19 for defined terms.
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Appendix S Y 182-35066|

Change of Director’s Interest Notice

Nature of change

Example: on-market wade, off-market trade, exercise of options, issue of —mar ” N T« -
securilies tder dividend reinvesiment plan, participation in buy-back On-market ])UI'Chabt} of QBL shares on 14
March 2007,

Part 2 - Change of director's interests in contracts

Note: [n the case of a company, interests which come within paragraph (8 of (he definition of “aotiliable Jaterst ofa ditector” should be
dischoaed in this pun,

Detail of contract

Nature of interest

Name of registered hoider
{if tssued securities)

Date of change

No. and class of securittes to which
interest related prior to change

Note: Details wre only requiired For o comtract in refation
10 which the inierest has changed

Interest acquired

Interest disposed

Value/Consideration
Note: If consideration is non-cesh, provide details and
an estimated valuation

Interest after change

+ Sce chapter 19 for defined 1erms.
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Insurance ABN 28 008 485 914

Group
Head Office
82 Pitt Street
Sydney NSW 2000
9 March 2007 Postal Address
GPO Box 82

Sydney NSW 2001

Telephone: (02) 9375 4444
Facsimile: (02) 5235 3166

The Manager DX 10171 Sydney Stock Exchange

Company Announcements

Australian Securities Exchange Limited
Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear Sir/fMadam

RE: CHANGE OF DIRECTOR’S INTEREST NOTICE

Attached for announcement to the market, please find a Change of
Director's Interest Notice for Duncan Boyle. This notice relates to an
on-market purchase of QBE shares on 28 February 2007 by way of
fee sacrifice under the QBE Non-Executive Directors’ Share Plan.

Yours faithfully
D /l cln A o./\/

Duncan Ramsay
Company Secretary

Encl.




Appendix oy
Change of Director’s Interest Notice

Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

Information or documents not available now must be given 10 ASX as soon as available. Information and
documents given to ASX become ASX's property and may be made public.

Intreduced 30/9/200:1.
Name of entity QBE INSURANCE GROUP LIMITED
ABN 28 008 485 014

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 Duncan Boyle

Date of last notice § October 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 he
disclosed in this part.

Direct or indirect interest Direct

Nature of indirect interest
(including registered holder}

Note: Provide details of the circumstances giving rise 1o the relevant
interest.

Date of change 28 February 2007

No. of securities held prior to change Ncne

Class Ordinary Shares

Number acquired 1,645 shares Duncan M Boyle
Number disposed N/A

Value/Consideration An average price of $32.40

Note; If consideration is non-cash, provide details and estimated
valuation

No. of securities held after change 1,645 shares Duncan M Boyle

+ See chapter 19 for defined terms.
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Change of Director's Interest Notice

Nature of change
Example: on-market trade, off-market trade, exercise of options, issue of _ o]
securitics under dividend reinvestment plan, participation in buy-back On-market purchase of QBE ShaI’?S on 28

February 2007 by way of fee sacrifice under
the QBE 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 (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 conmact in relation
to which the interest has changed

Interest acquired

Interest disposed

Value/Consideration

Note: !f consideration is non-cash, provide details and
an estimated valuation

Interest after change

+ See chapter 19 for defined terms.
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MEDIA RELEASE 09 March 2007

Talent2 teams with QBE for Talent Acquisition

Talent2 has been selected to provide an onsite recruitment service for QBE. Talent2 will be responsible
for recruiting all of QBE's permanent employees and contractors in Australia throughout its 3,500
employee business.

Talent? was chosen after completing an extensive tender process and the arrangement will come into
effect from April 2007.

About QBE

QBE Insurance {Australia) Limited is a member of the QBE Insurance Group (ASX: QBE}. QBE Insurance
Group is Australia's largest international general insurance and reinsurance group, and one of the top 25 insurers
and reinsurers worldwide. The company has been operating in Austrafia since 1886 and provides industry-leading
insuranca solutions that are facused on the needs of intermediaries and their clients. The company offers specialist
expertisa in a wide range of general insurance areas including professional liability, property, engineering, general
accident, marine, aviation, travel, motor, trade credit, surety, builders warranty and workers compensation.

About Talent2

Talent2 international Limited { is the leading MR solutions and managad services company in the Asia Pacific
Region, praviding HR solutions, recruitment services—both outsourced and in-sourced—and innovative and
effactive talent management services. The experienced Talent2 team defivers proven results and consistent,
dependable outcomes in all aspects of providing tatent management to privale and public sector organisations of
all sizes.

HR outsourcing (or HRO) is the fastest-growing outsourcing market and Taient2 is a confirmed leader in the
provision of innovative and effective HRO solutions for talent management in the Asia Pacific region.

For further information about this media release, please contact:

John Rawlinson, CEQ, Talent2
Telephone: +61 3 9818 0919

Email: iohn rawlinson@talent2.com

Kieran Hickey, General Manager Human Resources
QBE Insurance Australia Asia Pacific
Telephone: +61 2 9333 3125

Email: kieran.hickey@aqbe.com




QBE

Insurance
Group

8 March 2007

The Manager

Company Announcements

Australian Securities Exchange Limited
Level 6

Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear Sir,

Re: Settlement of Share Placement

1 62-30U00 |

QBE INSURANCE GROUP LIMITED
ABN 28 008 485014

Head Office

§2 Pitt Street
Sydney NSW 2000
AUSTRALIA

Postal Address
GPQ Box 82
Sydney NSW 2001
ALSTRALIA

Telephone: +61 (2) 9375 4444
Facsimile: +61{2) 9235 3166
DX 10171 Sydney Stock Exchange

QBE issued 12.5 million shares today (“Shares”) in accordance with QBE’s successful
placement notified to you on 28 February 2007. The total number of QBE shares on issue

becomes 832,809,335,

The Shares were issued without disclosure to investors under Part 6D.2 of the Corporations
Act 2001 (*Act”). As at the date of this notice, the Company has complied with:

(i) the provisions of Chapter 2M of the Act as they apply to the Company; and

(ii) section 674 of the Act.

This notice is given under paragraph 5(e) of section 708 A of the Act.

Yours faithfuily,
D Lo aay

Duncan Ramsay
Company Secretary

A Member of the QBE Insurance Group




Information or documents not available now must be given to ASX as soon as available.
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Rule 2.7, 3.10.3, 3.10.4, 3.10.5

Appendlx 3B

New issue announcement,

appllcatlon for quotation of additional securities
and agreement

Information and

documents given to ASX become ASX’s property and may be made public.

Introduced 1/7/96. Origin: Appendix 5. Amended 1/7/98, 1/9/99, 1/7/2000, 30/9/2001, 11/3/2002,

Name of entity

QBE INSURANCE GROUP LIMITED

ABN

28 008 485014

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections (attach sheets if there is not enough space).

1

*Class of *securities issued or to be
issued

Number of Tsecurities issued or to
be issued (if known) or maximum
number which may be issued

Principal terms of the <*securities
(eg, if options, exercise price and
expiry date; if partly paid
*+securities, the amount outstanding
and due dates for payment, if
*convertible securities, the
conversion price and dates for
conversion)

Ordinary Shares

14,103,765

Institutional Placement

Long Term Incentive (L TI) unlisted options

$ 8.04 Final exercise date 12 March 2007
$11.08 Final exercise date 02 March 2008
Employee Share & Option Pian unlisted conditional
rights

$ 0.00 Final exercise date 02 March 2007

$ 0.00 Final exercise date 02 March 2008

$ 0.00 Final exercise date (1 March 2009

Employee Share & Option Plan unlisted options
$11.08  Final exercise date 02 March 2008




Do the *securities rank equally in all
tespects from the date of allotment
with an existing *class of quoted
*securities?

If the additional securities de not
rank equally, please state:
= the date from which they do

» the extent to which they
participate for the next dividend,
(in the case of a trust,

distribution)} or interest payment
+ the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

Issue price or consideration

Purpose of the issue

(If issued as consideration for the
acquisition of assets, clearly identify
those assets})

Dates of entering *securities into
uncertificated holdings or despatch
of certificates

Number and “*class of all
*securitiecs quoted on  ASX
{(including the securities in clause
2 if applicable)

Yes

| AS11.08

A3$32.50 12,500,000 AS$11.08
129,749 AS 8.04

1,300,562
173,454

Institutional Placement announced to the ASX

on 28 February 2007.

Exercise of employee options.

27.02.07
02.03.07
06.03.07
08.03.07

Number +(lass

832,809,335

Ordinary Shares

+ See chapter 19 for defined terms.
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Number

*Class

Number and ‘“*class of all
*securities not quoted on ASX
(including the securities in clause
2 if applicable)

Various options and
conditional rights over
un-issued shares at
various prices totalling
10,939,643 (see attached
Annexure ‘A’)

Dividend policy (in the case of a
trust, distribution policy) on the

increased capital (interests)

N/A

Part 2 - Bonus issue or pro rata issue

11

16

17

18

20

Is  security holder approval
required?

Is the issue renounceable or non-
renounceable?

Ratio in which the *securities will
be offered

+Class of *securities to which the
offer relates

*Record date to  determine
entitlements

Will holdings on different registers
{(or subregisters) be aggregated for
calculating entitlements?

Policy for deciding entittements in
relation to fractions

Names of countries in which the
entity has “security holders who
will not be sent new issue
documents

Nate: Security holders must be told how their
entitlements are 1o be dealt with.

Cross reference: rule 7.7,

Closing date for receipt of
acceptances or renunciations

Names of any underwriters




2

22

23

24

25

26

27

28

29

30

31

32

33

Amount of any underwriting fee or
commission

Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

Amount of any handling fee
payable to brokers who lodge
acceptances or renunciations on
behalf of *security holders

If the issue is contingent on
*security holders” approval, the
date of the meeting

Date entitlement and acceptance
form and prospectus or Product
Disclosure Statement will be sent to
persons entitled

If the entity has issued options, and
the terms entitle option holders to
participate on exercise, the date on
which notices will be sent to option
holders

Date rights trading will begin (if
applicable)

Date rights trading will end (if
applicable)

How do *security holders sell their
entitlements in full through a
broker?

How do *security holders sell part
of their entitlements through a
broker and accept for the balance?

How do *security holders dispose
of their entitlements (except by sale
through a broker)?

*Despatch date

+ See chapter 19 for defined terms.
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Part 3 - Quotation of securities

You need only complete this section if you are applying for quotation of securities

34 Type of securities
(tick one)

(a) Securities described in Part |

(b) All other securities

Example: testricted securities at the end of the escrowed period, partly paid securities that become fully paid, employee
incentive share securities when restriction ends, securities issued on expiry of conversion of convertible securities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities
(If the additional securities do not form a new class, go to 43)

Tick to indicate you are providing the information or
documents

35 D If the *securities are "equity securities, the names of the 20 largest holders of the
additional *securities, and the number and percentage of additional *securities held by
those holders

36 I:\ If the *securities are "equity securities, a distribution schedule of the additional
*securities setting out the number of holders in the categories
1- 1,000
1,001 - 5,000
5,001 - 10,000
10,001 - 100,000
100,001 and over

37 D A copy of any trust deed for the additional *securities
fnow go to 43)

Entities that have ticked box 34(b)

38  Number of securities for which
*quotation is sought

39 Class of “*securities for which
quotation is sought




40

41

42

Do the *securities rank equally in all
respects from the date of allotment
with an existing *class of quoted
*securities?

If the additicnal securities do not

rank equally, please state:

o the date from which they do

¢ the extent to which they
participate for the next dividend,
(in the case of a trust,
distribution) or interest payment

s the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

Reason for request for quotation
now

Example: In the case of restricted securities, end of
restriction petiod

(if issued upon conversion of
another security, clearly identify that
other security)

Number and *class of all *securities
quoted on ASX (including the
securities in clause 38)

Number

+(Class

(now go fo 43)

+ See chapter 19 for defined terms.
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All entities

Fees

43 Payment method (tick one)

D Cheque attached

I:l Electronic payment made

Note: Payment may be made electronically if Appendix 3B is given to ASX ¢lectronically at the same time.

Periodic payment as agreed with the home branch has been arranged

Note: Arrangements can be made for employee incentive schemes that involve frequent issues of securities.

. Quotation agreement

1 +Quotation of our additional *securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

2 We warrant the following to ASX.
. The issue of the *securities to be quoted complies with the law and is not for
an illegal purpose.
. There is no reason why those *securities should not be granted *quotation.
. An offer of the securities for sale within 12 months after their issue will
not require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act.
Note: An entity may need to obtain appropriate warranties from subscribers for the securities in order 1o be
able to give this warranty
. Section 724 or section 1016E of the Corporations Act does not apply to any
. applications received by us in relation to any *securities to be quoted and

that no-one has any right to return any *securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we
request that the *securities be quoted.

o We warrant that if confirmation is required under section 1017F of the
Corporations Act in relation to the *securities to be quoted, it has been
provided at the time that we request that the *securities be quoted.

. If we are a trust, we warrant that no person has the right to retumn the
*securities to be quoted under section 1019B of the Corporations Act at the
time that we request that the *securities be quoted.

+ See chapter 19 for defined terms.
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3 We will indemnify ASX to the fullest extent permitted by law in respect of any
claim, action or expense arising from or connected with any breach of the warranties
in this agreement,

4 We give ASX the information and documents required by this form. If any
information or document not availabie now, will give it to ASX before *quotation of
the *securities begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are (will be) true and complete.

Sign here: Date: 7 March 2007
(Company secretary)

Print name: Duncan Ramsay

+ See chapter 19 for defined terms.
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This is Annexure "A" of 1 page referred to in Appendix 3B, Form of Application for Official

Quotations of Additional Securities, signed by me and dated 7 March 2007,

Duncan Ramsay

COMPANY SECRETARY

9.

Number of Options/

Conditional Rights
60,000
230,000
440,000
4,748
34,670
40,500
1,021,471
114,694
2,225,806
173,739
186,500
115,426
118,587
104,023
80,000
86,922
177,042
2,072,958
94,771
969
47,314
1,089,113
47,013
837214
36,161
500,000+
500,000*
300,000*
10,939,643

Class

Options
Options
OCptions
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Options
Conditional Rights
Conditional Rights
Conditional Rights
Conditional Rights
Conditional Rights
Options
Options
Options

Final Exercise Date

31 March 2007

31 March 2007

31 March 2007

12 March 2007

12 March 2008

2 March 2024

2 March 2008

1 April 2008

2 March 2011

2 March 2011

2 March 2011

2 March 2009

7 April 2011

2 March 2010

29 December 2009
1 March 2010

1 March 2011

1 March 2012

6 April 2012

01 March 2012

1 April 2007

2 March 2008

7 April 2008

1 March 2009

6 April 2009

30 November 2007
30 November 2007
30 November 2007

*Options issued to a third party subject to a number of performance hurdles.
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Insurance
Group

6 March 2007

The Manager

Company Announcements

Australian Securities Exchange Limited
Level 6

Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear Sit/Madam,

re: 2006 final dividend - revised reinvestment pricing
I refer to our letter of 23 February 2007.

For the market’s information, we have now changed the pricing period
used for calculating entitlements under our Dividend Election Plan
and Dividend Reinvestment Plan to the ten trading days from 7 March
to 20 March 2007 (both dates inclusive).

Yours faithfully,
D Lo pan

Duncan Ramsay
Company Secretary

|82-35066 |

QBE INSURANCE GROLIP LIMITED
ABN 28 008 485 014

82 Pitt Street
Sydney NSW 2000

Postal Address
GPQ Box 82
Sydney NSW 2001

Telephone: {02) 9375 4444
Facsimile: (02) 9231 6104
DX 10171 Sydney Stock Exchange
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82 Pitt Street
Sydney NSW 2000

Postal Address
GPO Box 82

Sydney NSW 2001
2 March 2007 Yo
Telephone: (02) 9375 4444
Facsimile: (02) 9231 6104

DX 10171 Sydney Stock Exchange

The Manager

Company Announcements

Australian Securities Exchange Limited
Level 6

Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear Sir/Madam,

re: 2007 Annual General Meeting

Pursuant to ASX Listing Rule 3.17, attached for the market's
information is the Notice of Meeting and Proxy Form which is
being mailed to our shareholders from today.

The AGM is on 4 Aprit 2007.

Yours faithfully,
:D ﬂ«m A Q/\’

Duncan Ramsay
Company Secretary



APPOINTMENT OF PROXY

If you would fike to attend and vote at the Annual General Meeting, please
bring this form with you. This will assist in registering your attendance.

(e WA Tl WHY WV Willilerl; WY [T, &V

Locked Bag A14, Sydney South, NSW, 1235

Telephone: (02) 8280 7158

From outside Australia; +61 2 8280 7158
Facsimile: (02) 9287 0309

ASX Code: QBE

Email: registrars@linkmarketservices.com.au

Website: www.linkmarketservices.com.au

You can also lodge your vote on-line
at www.linkmarketservices.com.au

[fWe being a member(s) of QBE Insurance Group Limited and entitled to attend and vote hereby appoint

the Chairman OR if you are NOT appointing the Chairman of the
n of the Meeting Meeting as your proxy, please write the name of the
{mark box) person or body corporate {excluding the registered
securityholder) you are appointing as your proxy

or failing the person/body corporate named, or if no person/body corporate is named, the Chairman of the Meeting, as my/our proxy to act generally at
the meeting on my/our behalf and to vote in accordance with the following instructions (or if ne directions have been given, as the proxy sees fit) at the

Annual General Meeting of the Company to be held at 11:00am on Wednesday, 4 April 2007 and at any adjournment of that meeting.

Proxies will anly be valid and accepted by the Company if they are signed and received no later than 48 hours before the meeting. The Chairman of the

Meeting intends to vote undirected proxies in favour of all items of business.

IMPORTANT: FOR RESOLUTIONS 2 AND 4 BELOW

ifthe Chairman of the Meeting is appointed as your proxy, or may be appeinted by default and you do not wish to direct your proxy
B how to vote in respect of Resolutions 3 and 4 below, please place a mark in this box. By marking this box, you acknowledge that

the Chairman of the Meeting may exercise your proxy even though he/she has an interest in the outcome of these Resolutions
and that votes cast by him/her for these Resolutions, other than as proxy holder, would be disregarded because of that interest.

If you do not mark this box, and you have not directed your proxy how to vole, the Chairman of the Meeting will not cast your votes
on Resolutions 3 and 4 and your votes will not be counted in calculating the required majority if a poll is called on these

Resolutions.
The Chairman of the Meeting intends to vote undirected proxies in favour of Resclutions 3 and 4.

To direct your proxy how to vote on any resolution, ploase insert |X| in the appropriate box below.

For  Against Abstain® Resolution 5 For  Against Abstain*
Resolution 2 esolution
Adoption of the remuneration report Re-election of Mr L F Bleasel AM as a
director
Resolution 3 Resolution 6
Increase in maximum aggregate fees Election of Mr D M Boyle as a director
payable o non-executive directors

Resolution 4

Approval of the grant of conditional rights and
options under the Deferred Compensation
Plan to the Chief Executive Officer

* If you mark the Abstain box for a particular Resolution, you are directing your proxy not to vate on your behalf on a show of hands or on a poll and your vates will not be
counted in computing the required majority on a poll.

E SIGNATURE OF SECURITYHOLDERS - THIS MUST BE COMPLETED
Securityholder 1 (Individual) Joint Securityholder 2 (Individual) Joint Securityholder 3 {Individual)
Sole Director and Sole Company Secretary  Director/Company Secretary (Delete one) Director

This form should be signed by the securityholder. If 4 joint holding, either securityholder may sign. If signed by the securityhalder’s attorney, the power of attorney must have
been previously noted by the registry or a certified copy attached to this form, If executed by a company, the form must be executed in accardance with the securityholder's
constitution.

Link Market Services Limiled advises that Chapter 2C of the Corporations Act 2001 requires information about you as a securityholder (including your name, address and
details of the securities you hold) to be included in the public register of the entity in which you hold securities. Information is collected to administer your securityholding and
if some or all of the information is not collected then it might not be possible to administer your securityholding. Your personal information may be disclosed to the entity in
which you hold securities. You can obtain access to your personal information by contacting us at the address or telephane number shown on this form. Our privacy pelicy is
available on our website (www.linkmarketservices.com.au).

QBE PRX642

L OO



QBE Insurance Group

|82-35066 |

Instructions for completion of proxy form

INSTRUCTIONS FOR COMPLETION OF PROXY

Your vote is important. If you do not plan to attend the Meeting,
you are encouraged to appoint a person to attend and vote on your
behalf as your proxy. Do this by completing and returning the proxy
form. A proxy need not be a shareholder.

Corporate shareholders, please note: a person intending to vote
shares held in the name of a company MUST bring an authority
from the company signed by the company in favour of the person
attending.

Appointment of a second proxy (optionai). If you wish to appoint
two proxies, an additional proxy form will be supplied by the share
registry on request. If you appoint two proxies, please state the
proportion of your voting rights given to the proxy appointed on

this form. If no propartion is specified, each proxy wil! be entitled to
exercise half of your voting rights. Please return both proxy forms
together.

To complete the proxy form, please follow these stops:
1. Proxy's name {print in full)

Print the full name of the person/body corporate you wish to
appoint as your proxy in the box provided. Please do not put your
own name here as shareholders cannct appoint themselves.

If you do not complete the box, the Chairman of the Meeting will
be considered to be your proxy.

You can vote your shares by proxy even if you plan to attend the
Meeting.

2. Directions to proxy (optional)

You may, if you choose, direct your proxy how to vote on
particular items. Do this by marking the For, Against or Abstain
box.

If & mark is placed in a box, your total shareholding will be voted
in that way unless you appoint a second proxy (see above).

A direction to abstain will be treated as a direction that your proxy
not vote on a particular ilem and your shareholding will not be
counted in determining whether the required majority is reached
on a poll.

Signature
The proxy form must be signed by the shareholder.
® for joint shareholdings, either holder may sign.

e if signed by an attorney, please send a cerlified copy of the
power of attorney to the Company’s share registry, Link
Market Services Limited for noting, unless already noted. If
signed under a power of attorney, the attorney hereby states
that no notice of revocation of the power has been received.

Sond the completed form {and relevant authorities) to Link
Market Services Limited so that it is received no later than
11:00am Sydney time on Monday, 2 April 2007.

To do this, you may:
® use the enclosed reply paid envelope; or
& faxto +612 9287 0309; or

¢ mail to Locked Bag A14, Sydney South NSW 1235 Australia;
or

e deliver in person to Level 12, 680 George Street, Sydney
Australia; or

® lodge online at Link's website
(www.linkmarketservices.com.au) in accordance with the
instructions given there {you will be taken to have signed
your proxy form if you lodge it in accordance with the
instructions given on the website). You will need your Holder
Identification Number (HIN) or Securityholder Reference
Number (SRN}, which can be found on the reverse of this
form in the top right hand corner.

If you require further information on how to complele the
proxy form, telephone Link Market Services Limited on
+61 2 8280 7158.

AS | QBE INSURANCE GROUP LIMITED

ABN 28 008 485 014

82 PITT STREET
SYDNEY NSW 2000 AUSTRALIA

PHONE +61 2 9375 4444
www.qbe.com




'( QBE INSURANCE GROUP

NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the Annual General
Meeting of sharehoiders of QBE Insurance Group
Limited (the Company) will be held on:

Woednesday, 4 April 2007 from 11.00 am Sydney time at:

The Westin Sydney
1 Martin Place
Sydney

Australia
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QBE INSURANCE GROUP

Dear Shareholder,

On behalf of the Board of Directors, | have pleasure in enclosing the Notice of Meeting for the Annual
General Meeting to be held at The Westin Sydney, 1 Martin Place, Sydney on Wednesday, 4 April 2007
from 11:00 am.

If you are able to attend, would you please bring the proxy form with you as the bar coding on this
form will enable shareholders to be easily registered. Registration will be available from 10:00 am.

If you are unable to attend, | encourage you to vote either by using the attached proxy form or lodging
your vote online at www.linkmarketservices.com.au.

A person intending to vote on shares held in the name of the company must bring an authority from
the company, signed by the company in favour of the person attending.

| look forward to seeing you at the meeting.

Yours sincerely

John Cloney
Chairman




AGENDA

1. To receive and consider the financial reports and the reports of the directors and of the auditors of the Company for the year
ended 31 December 2006.

2. To adopt the remuneration report
To consider and, if thought fit, pass the following resolution as an erdinary resolution:
That the remuneration report of the Company for the financial year ended 31 December 2006 be adopted.
Note: In accordance with section 250R of the Corperations Act, the vote on this resolution 2 will be advisory only and will not
bind the directors or the Company.

3. Toincrease the maximum aggregate fees payable to non-executive directors
To consider, and if thought fit, pass the following resolution as an ordinary resolution:
That approval be given for the purpose of ASX Listing Rule 10.17 and for al! other purposes to increase the maximum
aggregate fees payable to all non-executive directors by $500,000 from $2.2 million ta $2.7 million per financial year with
efiect from 1 January 2007,

4. To approve the grant of conditional rights and options over the Company’s ordinary shares under the 2006 Deferred
Compensation Plan to the Chief Executive Officer

To consider, and if thought fit, pass the following resolution as an ordinary resolution:

That approval be given for the purposes of ASX Listing Rule 10.14 and for all other purposes to the grant to the Chief
Executive Officer, Mr FM O’Halloran of conditional rights over 2 maximum of 30,000 ordinary shares in the Company
and cptions to subscribe for a maximum of 63,000 unissued ordinary shares of the Company and either the allotment or
transfer of ordinary shares in the Company on satisfaction of and subject te the conditions attached to the conditiona!
rights and on valid exercise of the options under the Company's 2006 Deferred Compensation Plan,

5. To re-elect a director
To consider, and if thought fit, pass the following resolution as an ordinary resolution:

That Mr LF Bleasel AM, who retires by rotation in accordance with clause 76 of the Company's constitution, be re-elected
as a director of the Company.

6. To elect a director
To consider and, if thought fit, pass the following resolution as an ordinary resolution:

That Mr DM Boeyle, who was appointed in accordance with clause 74(b) of the Company’s constitution, be elected as a
director of the Company.

By order of the Board

D /)\G(MA Gf\-(

Duncan Ramsay
Company Secretary
Sydney, 23 February 2007

DETERMINATION OF ENTITLEMENT TO ATTEND AND VOTE

For the purposes of the meeting, shares will be taken to be held by the persons who are registered as members as at 7.00pm
Sydney time on Monday 2 April 2007, This means that if you are nat the registered member at that time, you will not be entitled
to vote in respect of that share.

If you wish to appoint a proxy, the Company requests that shareholders send the completed proxy form {and any proxy
appaintment autherity) to its share registry, Link Market Services Limited, so that it is received no later than 11.00am Sydney time
on Monday 2 April 2007.

To do this, you may:

use the enclosed reply paid envelope:;

fax to (61 2) 9287 0309;

mai! to Locked Bag A14, Sydney South NSW 1235 Australia;
deliver in person to Level 12, 680 George Street, Sydney; or

lodge online at Link Market Services’ website, www.linkmarketservices.com.au. To use this facility, you will need your holder
identification number (HIN) or security holder reference number {SRN).

;R WM

OBE INSURANCE GROUP NOTICE OF ANNUAL GENERAL MEETING
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NOTES ON APPOINTMENT OF PROXY

In accordance with Sections 249L and 248X of the Corporations Act, shareholders are notified that:

(Y a member who is entitled to attend and cast a vote at the meeting may appoint a proxy to attend and vote for the member,;

(i} the appointment may specify the proportion or nurmber of votes that the proxy may exercise;

(i a member who is entitled to cast two or more voles at the meeting, may appoint two proxies and may specify the proportion
or number of votes each proxy is entitled to exercise. If you appoint two proxies and the appointment does not specify the
proportion or number of votes each proxy may exercise, each proxy may exercise half of the votes; and

(iv) a proxy may be an individual or a body corporate and need nct be a member.

A proxy is not revoked by the member attending and taking part in the meeting unless the member actually votes at the meeting

on the resolution for which the proxy is proposed to be used. Subject 10 the foregoing sentence, a proxy may vote as the proxy

thinks fit on any motion or resolution in respect of which no manner of voting is indicated in the instrument of appointment. The

Chairman intends to vote all valid undirected proxies which he receives in favour of each resoclution.

Shareholders who appoint a proxy should consider how they wish to direct the proxy to vote, that is, whether the shareholder
wishes the proxy 10 voie “for” or "against”, or abstain from voting, on each resclution, or whether to leave the decision to the
appointed proxy after discussion at the meeting.

If you do not send your proxy form to Link Market Services Limited. please bring it with you if you attend the Annual General
Meeting as it will assist in identifying you on entry or in voting.

VOTING

Every resolution arising at the Annual General Meeting will be decided in the first instance by a show of hands. A poll may be
demanded in accordance with the Company's constitution.

On a show of hands, every shareholder who is present in person or by proxy. or by representative or by attorney, will have one
vote. Upon a poll, every shareholder who is present in person or by proxy, or by representative or by attorney, will have one vote
for each share held by that person. The proxy has the same rights as the member to speak at the meeting. to vote (but only to
the extent allowed by the appointment) and join in & demand for a poll. Where a member appeints two proxies, then neither
praxy shall have the right to vote on a show of hands.

Where more than one joint holder votes, the vote of the holder whose name appears first in the register of members shall be
accepted to the exclusion of the others whether the vote is given in person or by proxy. or by representative or by attorney.

EXPLANATORY NOTES

RESOLUTION 2 - Adoption of the remuneration report

The Company's remuneration report for the financial year ended 31 December 2006 is set out on pages 57 to 67 of the
Company’s 2006 Annual Report (Remuneration Report).

Section 250R of the Corporations Act requires the Company 1o put a resclution ta the Annual General Meeting for adoption of
the remuneration repert. In accerdance with that section, the vote on the resolution will be advisory only and will not bind the
directors or the Company.

During this item of business, members will be given a reasonable opportunity to ask guestions, and make cemments, about the
Remuneration Report.

The Board recommends that shareholders vote in favour of this resolution.

RESOLUTION 3 - Increase in maximum aggregate fees payable to non-executive directors

The proposed increase in the maximum annual aggregate fees payable to ali non-executive directors (Maximum Fees) is to
provide a margin for the future, allow for the increasing demands on non-executive directors and recognise the growth of the
QBE Group (especially outside Australia).

In line with increasing demands under the law, by regulators and through community expectations, the responsibilities and time
commitment of non-executive directors have grown considerably in recent years and are expected to continue to grow.

As at 31 Cecember 2006, the Group’s aperations in 43 countries outside Australia represented 76% of the Group's gross written
premium. Subject to regulatory approvals, the recent acquisitions in the US are expected to increase annualised Group premium
income by over 30% to close to 315 billion. with Australia being reduced to less than 20% of Group premium income.




In accordance with the Company's constitution, the allecation of fees to nen-executive directors within the total poo! is a matter
for the Board.

Non-executive director remuneration reflects the Company's desire to attract, motivate and retain high quality directors and to
ensure their active participaticn in the Company's aflairs for the purposes of corporate governance, regulatory compliance and
other matters. The Board aims to provide a level of remuneration for non-executive directors comparable with its peers, which
include multi-national financial institutions. The Board considers surveys published by independent remuneration consultants and
other public information so that remuneration levels are appropriate.

The current Maximum Fees of $2.2 million was approved at the 2004 AGM. It is proposed that the Maximum Fees be increased
to $2.7 million.

The current Maximum Fees do not allow the Board the flexibility to approve reasonable fee increases after considering market
data over the foreseeable future. This is because at their current level, the aggregate non-executive director fees are close to the
current Maximum Fees.

The proposed increase will provide the Company with the flexibility to ensure that an experienced board of appropriate size
continues to supervise the Company effectively.

In 2008, non-executive directors received fees and superannuation of $2,019,243.

The Company's constitution permits payment of retirement allowances to directors who ware non-executive directors at

31 December 2003 and provides such allowances do not count towards the Maximum Fees. Retirement allowances payable
to those directors are limited te the amount payakle on 31 December 2003 increased annually at the average five year
Australian government bond rate. As at 31 December 2006, the totat accrual for retirement allowances was $1,415,696.

Shareholders should note that if the propesed Maximum Fees are approved, they are not the full sum paid to nen-executive
directors each financial year.

More details on non-executive direclor remuneration are set out in the Remuneration Report.
The Company will disregard any votes cast on resolution 3 by directors and their associates.
The directors and their associates do not intend to vote on this resolution.

However, the Company need not disregard a vote if:

i. itis cast by a person as proxy for a person who is entitled to vote, in accordance with the directions on the proxy form; or

2. it is cast by the person chairing the meeting as proxy for a person who (s entitled to vote, in accordance with a direction on
the proxy form to vote as the proxy decides.

The directors do not make a recommendation on this resolution as it affects the interests of the directors.

RESOLUTION 4 - Approval of the grant of conditional rights and options over the Company's ordinary shares
under the Deferred Compensation Plan to the Chief Executive Officer

The Board {with Mr FM O'Halloran not present) reviews Mr O'Halloran’'s remuneration package annually.

The Board has determined {with Mr O’Halloran not present} that Mr O'Halloran be granted a short-term profit share incentive in cash
for 2006 and, subject 1o sharehalder approval, deferred compensation in equity in the form of conditional rights and options under
the Company's 2006 Deferred Compensation Plan {DCP), formerly known as the Long Term Incentive Scheme. Mr O'Halloran's
short-term incentive and proposed deferred compensation follow the achievement of the perfermance hurdle in the table below. The
hurdle was a range of return on equity (ROE} targets for the 2006 financial year on the Company’s management basis of accounting
(which spreads the realised and unrealised gains on equities and investment properties evenly over seven years}:

SHORT-TERM
INCENTIVE AS % QF
TARGET TOTAL REMUNERATION COST PROPOSED DEFERRED
ROE {TRC} COMPENSATION AS % OF TRC
Minimum 14 15 10
Maximum 21 134 a9
Achieved 29 134 89

Over the period from 2002 to 2006:

+ the Company’s net profit after income tax has increased by an average of 52% per annum;
+ dividends per share have increased by an average 28% per annum; and
+ the share price has increased from $8.15 to $28.85, an average of 37% per annum.

QBE INSURANCE GROUP NOTICE OF ANNUAL GENERAL MEETING
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Having exceeded the maximum performance hurdle, the Board has determined that Mr O'Halloran should. subject to shareholder
approval, be granted deferred compensation through the granting on 4 April 2007 (the Grant Date) of conditional rights over

a maxiraum of 30,000 crdinary shares in the Company and options 10 subscribe for a maximum of 60,000 unissued shares in the
Company under the DCP.

Like other participants, the share price at which the number of ordinary shares over which the conditional rights are proposed to be
granted and the price payable on exercise of the options will be the greater of:

(a) the weighted average price of the Company's ordinary shares traded on the Australian Securities Exchange (ASX) during the
five trading days frem 23 February 2007 {being the announcement date of the Company’s 2006 results 1o the ASX): and
(b} $28.00 {the Grant Price). On 22 February 2007, the closing share price was $32.03.

Accordingly. it is proposed, subject to shareholder approval, that Mr O'Halloran be granted under the DCF:

{a} conditional rights to that number of ordinary shares at no cost equal to 60% of two thirds of his short-term incentive of
$2,088,363 divided by the Grant Price; and

(b) options 1o subscribe for that number of ordinary shares at market value equal 10 40% of two thirds of his shart-term incentive
divided by the Grant Price multiplied by 3.

Applying an indicative share price of $32.03, the initial value of the maximum number of conditional rights of 26,081 under this

formula is $835,387.

The conditional rights and options over the Company’s ordinary shares will be granted shortly after shareholder approval.

On satisfaction of and subject to the conditions attached to the conditional rights, the Company will issue or transfer the
relevant number of ordinary shares to Mr O’Halloran at no cost on the third anniversary ot the Grant Date. On satisfaction of
the conditions attached to the options, the options are exercisable at the Grant Price on the fifth anniversary of the Grant Date
or within 12 months of that anniversary.

Consisient with the DCP terms for other participanis:

(a} at the time of issue or transfer of the shares under the conditional rights, further shares will be issued or transferred to
Mr O'Halloran to reflect any dividends paid on the Company's ordinary shares since the date of grant of the canditional rights
as if those shares and any dividends had been subject to the Campany's dividend election plan. No moneys are payable by
Mr O'Halloran on the issue or transfer of shares under the conditional rights; and

(b

the shares under the conditional rights will be issued or transferred and the options will be exercisable if Mr O'Halloran
remains in the Company's service througheut the period of three years (in the case of the conditional rights} and five years
(in the case of the options) frem the Grant Date and is not under notice or subject to disciplinary proceedings on the date of
issue, transfer or exercise. The DCP terms provide an exception to this continuous service condition for leaving service due
to redundancy, retirement through ill health or age {after 55 years with a minimum of 10 years’ service} or death while not
under notice or disciplinary proceedings. If such exception applies, the shares will be issued or transierred on leaving service
and the options will be exercisable within 12 manths of leaving service. Accordingly, the conditional rights or options will be
available in three and five years respectively or on Mr O'Halloran's retirement, whichever is earlier.

There are no other directors and no other associates of direciors who are presently entitled to participate in the DCP No other
directors or other associates of directors have received either shares or options or conditional rights under the DCP. Detaits of any
securities issued under the DCP will be published in each annual report of the Company relating to a period in which the securities
have been issued and that approval for the issue of securities was obtained under ASX Listing Rule 10.14. Any additional persons
weho fall within ASX Listing Rule 10.14 who become entitled to participate in the DCP after this resolution is approved and who are
not named in this natice of meeting will not participate until approval is obtained under ASX Listing Rule 10.14.

Like other DCP participants, Mr O'Halloran will be able to use a personal recourse loan under the Company’s Employee Share and
Option Plan (ESOP) to fund the payment of the Grant Price of the options granted under the DCP. ESOP loans are interest free
and secured by mortgage over the shares. They are usually repayable on termination of empioyment or breach of loan conditions.

Mr (¥Halloran’s current ESOP loan balance is approximately 16% of the present market value of all his QBE shares held
as security.

As the shares issued or transferred pursuant to the conditional rights granted under the DCP will be issued or transferred without
payment being made by Mr O’'Halloran, no loan is necessary for these shares.

The full terms and conditions of the DCP for Mr O'Halloran and the terms and conditions of ESOP loans made to employees
tincluding Mr O’Halloran) are contained in a DCP guide and ESOP explanatory handbook which are available for inspection by
sharehclders at the Company's shareholder services department in Sydney. A copy of the DCP guide and ESOP handbook will be
sent to any sharehelder free of charge upon request.



VOTING

The Company will disregard any votes cast on Resolution 4 by directors and their associates except those who are ineligible 1o
participate in any employee incentive scheme of the Company, including the OCP. Mr Q'Halloran and his associates do not intend
10 vote on this resalution.

However, the Company need not disregard a vote if:

1. itis cast by a person as proxy for a person who is entitled to vote, in accordance with the directions on the proxy form; or
2. itis cast by the person chairing the meeting as proxy for a person who is entitled to vote, in accordance with a direction on
the proxy form to vote as the proxy decides.

The Board (excluding Mr C’'Halleran who has a personal interest) recommends that shareholders vote in favour of this resolution.
None of the directors {excluding Mr O'Halloran who has a persanal interest) have any interest in the outcome of the proposed
resolution except to secure the services of Mr O'Halloran on a continuing basis.

RESOLUTION 5 - Re-election of Mr LF Bleasel AM

Mr Bleasel is based in Sydney and was appointed an independen: non-executive director of the Company in January 2001.

He is chairman of the remuneration committee and a member of the audit committee, Mr Bleasel joined the Australian Gas

Light Company in 1958 and was managing director and chief executive officer from May 1990 until March 2001. He is a former
chairman of Foodland Associated Lirnited and a former director of 5t George Bank Limited. Mr Bleasel is currently chairman of
ABN AMRO Australia Holdings Pty Limited and of the Zoological Parks Board of NSW. In addition, he is a member of the advisory
boards for several charities.

He is 64 years of age.

Mr Bleasel is a Fellow of the Australian Institute of Company Directors and a Fellow of the Australian Institute of Management. He
became a member of the Order of Australia in 1998 fer service to the Australian gas and energy industries and o the community.

The Board (with Mr Bleasel not veting} recemmends that shareholders vote in favour of this resclution.

RESOLUTION € - Election of Mr DM Boyle

Mr Duncan Boyle is based in Sydney and was appointed an independent non-executive director of the Company in September 20086.
Under the Company’'s constitution, he holds office only until the next annual general meeting, at which he is eligible for election,

He is a member of the audit and remuneration commitiees.

Mr Boyle has 34 years of work expetience in insurance, predominantly with Royal Sun Alliance in Australia, New Zealand and the
UK, in roles such as chief executive and operations director as well as in human resources, sales and underwriting.

He is a past director of the Association of British Insurers and Insurance Council of Australia and has been active on industry
issues in Australia and the UK, including chairing the non-subscription market steering committee on contract certainty in the UK.

Mr Boyle has a Bachelor of Arts degree with Honours in Business Studies and is a Fellow of the Chariered Insurance Institute
in the UK.

He is 55 years of age.

If Mr Boyte is elected, the number of non-executive directors from conclusion of the meeting will be seven, with one executive
director, being the Chief Executive Officer.

The Board [with Mr Boyle not voting) recommends that shareholders vote in favour of this resolution.

QBE INSURANCE GROUP NOTICE OF ANNUAL GENERAL MEETING




o



! iv -4 AT LA LNLY,
QBE SNSRI S ' '
P UL
_ Y Ao D9 QBE INSURANCE GROUP LIMITED
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Group
: N DA 82 Pitt Street
1 FORATY Sydney NSW 2000

Postal Address
GPO Box 82
Sydney NSW 2001

Telephone: {02) 9375 4444
Facsimile; (02) 3231 6104
OX 10171 Sydney Stock Exchange

2 March 2007

The Manager

Company Announcements

Australian Securities Exchange Limited
Level 6

Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear Sir

Deferred Compensation Plan — option exercise

Following the exercise of 2003 option entitlements under the Deferred
Compensation Plan, 1,465,009 QBE shares were issued today {“Shares”).
The total number of QBE shares on issue becomes 820,179,586.

The Shares were issued without disclosure to investors under Part 6D.2 of
the Cerporations Act 2001 ("Act"). As at the date of this notice, the

Company has complied with;

i the provisions of Chapter 2M of the Act as they apply to the
Company; and

ii) section 674 of the Act.
This notice is given under paragraph 5{(e} of section 708A of the Act.

Yours faithfully

D ﬂ-\%««ﬂﬁz\/

Duncan Ramsay
Company Secretary
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28 February 2007

The Manager

Company Announcements

Australian Securities Exchange Limited
Level 6

Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear Sir/Madam,

Re: QBE SHARE PLACEMENT

Please find attached an announcement for release to the market.

Yours faithfully,
D /l et A Cu\/

Duncan Ramsay
Company Secretary

| &= WIS

QBE INSURANCE GROUP LIMITED
ABN 28 008 485 014

82 Pitt Street
Sydney NSW 2000

Postal Address
GPO Box 82
Sydney NSW 2001

Telephone: (02) 9375 4444
Facsimile: (02} 9231 6104
DX 10171 Sydney Stock Exchange
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QBE INSURANCE GROUP LIMITED

MARKET ANNOUNCEMENT

QBE SHARE PLACEMENT

QBE Insurance Group today announced the successful placement of 12.5 million shares to
institutional shareholders overnight raising $406 million. The shares do not qualify for the
forthcoming 55 cents per share final 2006 dividend.

QBE's Group Chief Executive Officer, Frank O'Halloran said: “The funds raised from this
issue, together with the dividend underwriting arrangements previously announced, will meet
our target equity requirements over the next 12 months as part of our financing the recently
announced US acquisitions.” He added: “This issue has completed the placement
component of our fundraising”.

Settlement is due 7 March 2007 and shares are intended to be issued and listed for trading
on 8 March 2007.

For further information, please call + 61 2 9375 4226 or email investor.relations@gbe.com

28 February 2007
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23 February 2007

The Manager

Company Announcements

Australian Securities Exchange Limited
Level 6

Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear Sir’/Madam,

re: 2006 final dividend - reinvestment pricing
[ refer to our letter of 23 February 2007.
For the market’s information, the pricing period used for calculating

entitlements under our Dividend Election Plan and Dividend
Reinvestment Plan will be over the six trading days from 7 March to

14 March 2007 (both dates inclusive).

Yours faithfully,
D L nan

Duncan Ramsay
Company Secretary
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QBE INSURANCE GROUP LIMITED
ABN 28 008 485 014

82 Pitt Street
Sydney NSW 2000

Postal Address
GPQ Box 82
Sydney NSW 2001

Telephone: (02) 9375 4444
Facsimile: (02} 9231 6104
DX 10171 Sydney Stock Exchange
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QBE INSURANCE GROUP LIMITED

Insurance ABN 28 008 485014

Group

23 February 2007

The Manager

Company Announcements

Australian Securities Exchange Limited
Level 6

Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear Sir/Madam,

re: QBE Presentation on the 2006 Results

Further to the Company’s release to the market today on its results for
the year ended 31 December 2006, please find attached a copy of the
slide presentation to be delivered to analysts, brokers, institutional

investors and the media.

Y ours faithfully,
D fecrn uy

Duncan Ramsay
Company Secretary

82 Pitt Street
Sydney NSW 2000

Postal Address
GPQ Box 82
Sydney NSW 2001

Telephone: (02) 9375 4444
Facsimile; (02) 9231 6104
DX 1017t Sydney Stock Exchange
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QBE

— My sty A o0 QBE INSURANCE GROUP LIMITED
Insurance [ I AR AL SR ABN 28 603 485 014
Group . .
CRICE CE i En A0 A 82 Pitt Street
COoEATE PRl A HCL Sydney NSW 2000
Postal Address
GPQ Box 82

Sydney NSW 2001
23 February 2007 e
Telephone: (02) 9375 4444
Facsimile: {02) 92316104

DX 10171 Sydney Stock Exchange

The Manager

Company Announcements

Australian Securities Exchange Limited
Level 6, Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear Sir/Madam,

re: Report on results and financial statements
for the year ended 31 December 2006

The Directors of QBE Insurance Group Limited announce the
financial results for the year ended 31 December 2006.

The following documents are attached:

1.
2.

3.

Appendix 4E — Preliminary Final Report

QBE’s 2006 Annual Report including financial
statements for the year ended 31 December 2006
Market announcement

Yours faithfully,
D e aan

Duncan Ramsay
Company Secretary
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QBE Insurance Group Limited

ABN 28 008 485 014

Appendix 4E - Preliminary final report

31 December 2006

Contents

Results for announcement to the market
Appendix 4E requirements

Attachment A:

Annual report for the year ended 31 December 2006

Page no.




yFT TN T
QBE Insurance Group Limited REAEIED

T L0 A a3
Results for announcement to the market
ASM
Revenue from ordinary activities " Down 2% to 12,171
Profit from ordinary activities after tax Up 36% to 1,483
atiributable to members
Net profit for the period attributable to Up 36% to 1,483
members
Dividends Amount Franked amount
per security per security
{cents) {cents)
Interim dividend 40.0 24.0
Final dividend 55.0 33.0
Record date for determining entitlements to
the dividend 14 March 2007
The final dividend will be paid on 2 April 2007. The last date for receipt of election notices for both
the Dividend Reinvestment Plan and the Dividend Election Plan applicable to the final dividend was
22 February 2007 .

. (1) Revenue as defined includes reinsurance and other recoveries of $977 million (2005
$2,327 million). These amounts are normally offset against claims cost. Excluding
these amounts, revenue is up 11% to $11,194 million (2005 $10,101 million).
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QBE Insurance Group Limited

Appendix 4E requirements within the annual report

Requirement

Page
reference

Note
reference

1. Details of the reporting period and the previous corresponding period

All statement and note

- Additional funding disclosures

headings

3. Income statement 70

Notes to the financial statements:
- Summary of significant accounting policies 75 1
-  Revenue 89 6
- Profit before income tax 89 7
- Income tax 9N 8
- Claims incurred (consoclidated) 91 9

4. Balance sheet 71

Notes to the financial statements:
- Cash and cash equivalents 92 10
- Financial assets 93 11
- Derivative financial instruments a3 12
- Receivables 85 13
- Deferred insurance costs (consolidated) a5 14
- Property, plant and equipment {consolidated) 96 15
- Deferred income tax 97 16
- Investment properties {consolidated) 98 17
- Investments in controlled entities 99 18
- Intangible assets (consolidated) 103 19
- Trade and other payables 105 20
- Unearned premium {consclidated) 105 21
- Outstanding claims (consolidated) 106 22
- Provisions 108 23
- Interest bearing liabilities 108 24
- Contributed equity 111 25
- Other reserves 113 26
- Retirement benefits 125 29

131 34




Requirement Page Note
reference reference
5. Statements of recognised income and expense 72
6. Statement of cash flows 73
Notes to the financial statements:
- Reconciliation of cash flows from operating activities to net profit 137 38
after tax attributable to members of the company
7. Details of dividends and distributions
Notes to the financial statements:
Dividend Reinvestment and Dividend Election Plans 112 25(D)
Dividends 112 25(E)
- Employee share based payments 114 27
8. Statement of retained earnings and movements 113 26(B)
9. Net tangible assets per security 2
10. Details of entities over which control has been gained or lost during
the period 102-103 18(F)-18(G)
- Chief executive officer's report 8-13
11. Details of associate or joint venture entities N/A
12. Significant investor information
- Annual report December 2006 All
13. Australian accounting standards and interpretations issued but not
yet effective 80 2
14. Foreign accounting standards N/A
15. Commentary on the results for the period:
- Earnings per security and the nature of any dilution 133 36
- Returns to shareholders including distributions and buy backs 112 25(D)-25(E)
- Significant features of operating performance 1-15
Results of segments 24-43
134-136 37
- Trends in performance 1-17
24-25
- Other factors 18-21
16. Statement as to whether accounts have been audited 139




Requirement Page Note
reference reference

17. Statement as to whether unaudited accounts are likely to be subject N/A

to dispute or qualification

18. Statement as to whether audited accounts are subject to dispute or N/A

qualification

N/A — not applicable




[©2-90066 |

Attachment A
QBE Insurance Group Limited

Annual report for the year ended 31 December 2006




A

QBE INSURANCE GROUP
ANNUAL REPORT DECEMBER 2006




Sle e e 1 L Iareat eratuns 32
Croarevan g rapor 2 1o BT gs 38
Hheiar za1 eviev 8 Py ESTTIe 1 42
Cnef exeeubtive officer & reporl 8 deara of drecton 44
Warldhwado portfolio mis 14 Corpurate (overidaine statemenl 48
“ropp haanta taigets Draciirs renart 52
471 peete manee goals 16 e bt i A 69
B g qagemen? 18 Drelte s dedatahos 138
el rerpe 20 BT e le TR PP T BIF LY 139
LU et 00% exeeule s 22 Gagreaoidir e mal 140
Lperal s averaga 24 Teeans a caendi 1ed

Auairy A1 R ssa Ceriral Liarcne 26 ASX TN, amenTs 144

~

A
7

RETURN
ONEBEQUITY

26.1%

NET PROFIT
AFTER INCOME TAX

$1,483M

S
P

>

.

-
SRS

R S ey
» k)
e e

s

Lp 36% from last year N Up from 23.9% iastyear 7
FAaN 7
IANS SAN

PRE M UM PREMIUM

$10,372M

Lp 10% from last year

>

D

\

$8,158M

Up 10% from last vear VA

N
~

S

ool
>

et

~

2

>
>
2,

GROSS EARNED PREMIUM $M GROSS WRITTEN PREMIUM SM

.
B Australia $7 428 ::)':l* _1_3 :;:
O Pacific Asia Central Europe 5704 mm oy

0O QBE Insurance (Europe} 3.2 b36 g 350

Lioyd's division 52 475 - 77
O the Americas &'« ™ i Fon
4 ik
2 409
PN

Compound annuat growth
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In review

PROFIT AND DIVIDEND PAYOUT 2008 2005 % CHANGE
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Chairman’s report
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Managament's focus on profitability, together with favourable insurance
market conditions, continuing stable world economic conditions and
strengthening investment markets, supported the exceltent technical
and financial result.

The record profit performance has delivered a significant return on average
shareholders’ funds of 26.1% compared with 23.9% in 2005, and an increase
of 32% in diluted earnings per share.

In recognition of the substantiat increase in profit anc as a sign of our confidence
in future earnings. the direclors have declared a final dividend of 55 cents per
share, up 45% on the final dividend of 38 cents per share for 2005. The final
dividend will be 0% franked, and the dividend reinvestment and dividend
election plans which were suspended in August 2006 have been reinstated.

QBE's excellent share price performance reflects the strong prefit and
positive reaction Lo recently announced acquisitions in the US. OBE shares
outperformed the Australian All Ordinaries Accumulation Index and inflation
with a growth rate of 52% in 2006 and & campound annual average growth
rate of 35% over the past five years and 23% over the last ten years. QBE's
market capitalisation in the past 12 months increased by 52% to $24 billion
at 31 December 2006.

The increased profit, the dividend reinvestment ptans and the conversion of
hybrid securities during the year resufted in shareholdars’ funds increasing by
23% 10 $6,283 million. The number of issued shares naotified to the Australian
Stock Exchange increased by 25 million in the year to 819 million.

SHAREHOLDERS HIGHLUIGHTS

FOR THE YEAR ENDED 31 DECEMBER 2008 2008
et profut after income tax $h 1,483 1,091
Basic earrngs per share cents 184.8 1425
Diluted garmings po: snare” cents 173.6 131.6
Dividend payout M 774 bbb
Dwidend per shara® cents 95.0 71.0
Net taingible agsets per share ™ kS 5.95 476
Casn flows from oparatons M 2,039 $.987
Toldl investmenls and cash ' M 19,972 17.687
Total assels M 31,757 29665
RReturn on average snareholders fuads 5 26.1 239
Sharehalders’ funds M 6,283 5,093
Borrov/ngs to sharcholders' funds 0% 37.6 418
Capnial adoguacy muitiple 2.4 19

{1} Ra* ects shares not hed to the Austra-tan Stack brehange
Bater {6 note 25(A1 1o tae financial stateenis

2} Asg.mes thal gl Ryond socurties aro Luby divbve.

13 Enciudes ABC Ymency agsets pledged for funds ot Loyd s

iy Inchudes [ nanesa arseld Cpsh ang nvestmenl vropest-et

hY bre'udes the equity poruon of aybro setunbies v sucd n 2002 une 20U4.
16" Cxncluder ABC sacurit os tor funds &f L aya s,




The financial statements have been prepared in accordance with
the Australian eguivalents to International Financial Reporting
Standards {"AIFRS"}. QBE adopted AIFRS in 2005.

The batance sheet and all key ratios strengthened during 2006.
Based on the estimated capital requirement for Ausiralian
regulated insurance companies. the capital adeguacy multiple
at 31 December 2006 was 2.4 times the minimum reguirement.
We have made a number of assumptions in applying the
Australian Prudential Regulation Authority's ("APRA") risk-based
capital approach for Australian insurers, noting that APRA

has not yet finalised prudential standards for calculating
consolidated capital adequacy requirements for non-operating
holding companies.

The assessment of OBE's financial strength by various rating
agencies has been reaffirmed during the year, with Standard &
Poor's confirming our A+ financial strength rating for our main
operating entities. Equivalent ratings have been confirmed by
A.M. Best, Fitch and Moody's. The directors cantinue 1o ensure
that the financial strength of all of QBE's operating entities is
maintained at ievels adequate 1o meet the requirements of our
business counterparties, regulatory authorities and rating agencies.

During 2006 we completed a number of acquisitions which
were mainly funded from internal sources, and we also
amended our Group structure to ensure flexibility for future

=

O

o

DIVIDEND

PER SHARE PER SHARE

95.0 cents

Up 34% from last year

DILUTED EARNINGS

173.5 cen?s

Up 32% from last year

growth and flow of funds. The major fundraising activity in
2006 was the raising of the $750 million of long term perpetual
securities that receive capital ¢redii from regulatory and rating
agencies. These securities assisted in further strengthening our
financial {lexibility at an individual entity and Group level.

The recently announced acquisitions of Praeterian Financial
Group and the Winterthur US operations for a purchase price of
approximately US$2.0 billion will add significant scale to our US
operations and are expecled, subject to regulatory approvals, to
be completed in the second quarter of 2007. We have a number
of options 1o fund these acquisitions. Funding will be from
existing sources and a combination of new debt and equity, at
levels to ensure that QBE maintains its key financial ratios and
meets our rating agency and regulatory benchmarks.,

In support of our capital needs for recent acquisitions

and expected growth, the directors have secured suitable
underwriting arrangements for reinvesiment of the next three
dividend paymaents into QBE shares. The capacity to fully
reinvest our dividends, together with the current levels of
capital. expected future profits and the structure of our debt
securities, should enable us 1o finance our normal level of
growih and future acquisition activity,
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As in previous years, the annual report includes a number of statements on
our corporate governance structure and risk management framework. QBE

has demanstrated over many years that it has an effective risk management
structure and a clear focus on key profit drivers. The insurance and reinsurance
industry is subject 10 the potential impact of increasingly volatile and extreme
weather patterns as evidenced by the US and Gulf of Mexico hurricane

activity in 2004 and 2005. We note the considerable debate on climate change
and generally support endeavours 1o mitigate its possible affect. We have
adopted practices in our businesses 1o support governments, individuals and
organisations in managing and reducing envirenmental risk. One of the most
significant issues we face is the implication of climate change and the effect it
may have on our business, such as the potential underestimation of the impact
of catastrophic events. QBE's performance and record profits in 2004 and 2005,
during a period of the highest lavel ever of catastrophe losses experienced by
the industry, confirms the Group's conservative approach to risk management
and reinsurance purchasing. We continue to research the impact of climate
change and to adapt our sirategy when appropriate. The details of our risk
management approach are set out on pages 18 and 19 and in the Group's
corparate governance statement on pages 49 to 50 of this report.

QBE has a strong focus on staff development, succession planning and the

provision of adequate incentives to reward and retain our quality people. In

accordance with increased reporting requiremeants, the annual report includes

extensive detail on the Group's remuneration practices, including at risk pay

through incenlives and deferred compansation entitlements, particularly

for senior staff members. The QBE staff incentive schemes are based on

pre-agreed financial targets, mainly return on eguity. closely aligning the

schemes with the interests and expectations of shareholders. The incentives

for our seniar staff incorporate deferred equity and option allocations for ,
achieving financiat performance hurdles and are structured 1o encourage
long term commitment 1o QBE. The value of deferred equity and options
are directly refated o QBE’s share price.




The majority of our incentive schemes are based on achieving

a targeted return on opening sharehalders” funds using the
seven year spread basis of accounting, which allocates realised
and unrealised gains on equities and investmen! properties
evenly over a period of seven years. The net profit after tax for
2006, using the seven year spread basis of accounting, was
$1,435 million compared with $1.044 million last year. Return on
opening sharehalders’ funds, adjusted for dividends and share
capital issued during the year, was 29.3% compared with 26.3%
last year. Details of the incentive arrangements and senior
management remuneration are set out in notes 27 and 28 to the
financial siatements and in the remuneration report which forms
part of the directors’ report.

QBE has in place efficient and effective budgeting and planning
processes which are designed to minimise risks relating to

our insurance and investment operations, with the aim of
protecting the interests of all stakeholders. The directors
support management's plans to reduce insurance risk for

both aggregate exposure and claims frequency by purchasing
extensive reinsurance protections. The directors alsc support

a low risk strategy for investment of poticyholders’ and
shareholders' funds. While economic conditions for the majority
of the international markets in which QBE operates are stable
at present. our prospects for the future have been and will
continue 10 be influenced by competition and changes in global,
economic and environmental conditions. Your directors and
management will carefully monitor these conditions, and will
review and amend our strategies and plans if appropriate.

Qver the next few years, the global insurance industry will
continue to be subject to regulatory change in relation to
supervision and reparting. The full effect of convergence

of International Financial Reparting Standards ("IFRS").
European Solvency Il initiatives and reforms of the US National

Temple of Sinawa, Z:on Nationai Park. United States

Association of Insurance Commissioners will have a major
impact on all markets. In Australia, the APRA stage 2

reforms are targely complete and the first phase of IFRS

was implemented in 2005. APRA is in the process of finalising
its standards for conglomerates which may have longer term
implications for the domicile of the Group. QBE is currently
well placed to comply with the new regulatory frameworks.

We continue to support management’s proven and successiul
strategy and ptans for growth through acquisition and product
and geographic diversification. This strategy has been vindicated
with outstanding results over many years and a consistent
increase in QBE shareholder wealih.

My directors and | acknowtedge the significant achievernent
and hard work of our many staff around the world. In particular,
| congratutate the CEO, Frank O'Halloran, and his management
team for their contribution to producing another outstanding
rasult. We recognise their dedicaticn and commitment to
customer satisfaction, ensuring employee motivation and
upholding a culiure of integrity with a clear focus on achieving
an increase in the long term wealth of shareholders.

At the Annual General Meeting in April 2007, The Hon Nick
Greiner AC will retire from your board of directors after 1b years
of continuous supervision and dedication to buitding QBE into

a global insurance and reinsurance enterprise. Nick’s teamwork
and counsel have been invaluable, and | sincerely thank him

on behalf of the QBE family. | also wish 1o acknowledge the
support of my fellow directors, for the benetit of their experience
and their commitment (e the supervisory task. Finally, | take

this opporiunity to welcome our recently appointed director,
Duncan Boyle, who joined us in September 2006.

John Cloney
Chairman

QBE INSURANCE GROU?P 4%, LA, REPUAT Lun
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A lower than expected incidence of catastrophe claims and higher overall premium
rates contributed to a superb technical underwriting result with a record combined
operating rat|o of 85.3% in 2006.
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The exceptional underwriting result combined with continuing strong investment
returns gave rise to a record insurance profit of $1,788 million and the highest
msurance margm m the Group’'s hlstory at . 2‘I 9% of net earned prem|um in 2006
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The 36% increase in profit in 2008, the dividend reinvestment plans and conversion
of hybrid securities during the year resulted in shareholders’ funds increasing by
23% to $6,283 million.
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QBE share price
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QBE's proven strategy of growth through acquisition and product
and geographic diversification has been rewarded with outstanding
results over many years and a substantial increase in wealth for
QBE shareholders.
NET PROFIT AFTER SHAREHOLDERS' FUNDS M
INCOME TAX $M
zooc [N 1.483 o] 5,093
2005 1,001 _4032
2004 [N 857 _ 3313
2003 I 572 M 2,954
2002 [ 278 2000 . 2,620
2001 | {25} o000 4 ) 1,709
2000 [] 179 Y 1,135
1998 [ 132 o ] 1,057
1998 [_] 141 P 968
1097 1 13

Up 36% from last year

Up 23% from last year
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Chief executive officer’s report
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Net profit after tax increased by 36% to $1.483 million and « hired a general aviation underwriting team for our new Lloyd's
insurance profit before tax increased by 39% to $1,788 million. syngicate 5555 with an expected annualised gross written

premium of $210 million;
- acquired. subject to regulatory approval, Praetorian Financial
Group and its licensed insurance subsidiaries in the US
with an expected annualised gross written premium of
$1,800 million; and
hired a marnine team in Sweden and established a branch office
with expected annualised gross written premium of $20 million.

Insurance conditions continued to be favourable, particularly for
commercial lines of business and reinsurance. We achieved an
overall average increase in premium rates for all portfolios of
around 6%. In contrast 1o 2006. we experienced relatively few
catastrophe losses, however there was an increased incidence
of large individual risk claims. These conditions, combined with
our canservative approach 1o managing risk and continued

strong investment markets, have resulted in the highest Since the end of 2006 we have acquired the Winterthur US
insurance margin in the history of the Group at 21.8% operations including their insurance subsidiaries trading mainly
of riet earned premium compared with 17.4% last year. under the names of General Casualty and Unigard, which will

add an expected annualised gross written premium of $1.850
millian. We have also acquired Seguros Cumbre SA de CV in
Mexico. These acquisitions are subject to regulatory approvals.

Cash flow from operations was again very strong at $2.0 billion,
unchanged from last year. The cash flow was after the
payment of claims from the 2005 catastrophes. higher income

tax payments and the funding of pension deficits in the UK We expect the recent US acquisitions to preduce gross writien
ang Australia. premiurm of $2.5 billien in 2007 and $3.8 billion in 2008.

Income tax expense reduced from 28% of profit before tax The acquisitiens of the Praetorian Financial Group and Winterthur
1o 26%. This was due to higher profits earned in lower tax S will significantly increase our scale in the US and are expected
countries including Bermuda, the base for our captive refnsurer, to produce annualised profits in the first full year of operations
Equator Reinsurances Limited {"Equator Re"). of around $380 million after tax and estimated funding costs and

before synergies. Cur current estimate of tha synergies from

these two acquisitions before the end of 2008 is $50 million after

fonward. In particular, we: tax. Al this stage, we anticipate consolidating Praetorian Financial

! Group from 1 April 2007 and Winterthur US from 1 June 2007.

+ acquired the OneBeacon agricuiture division in the US with an
expected annualised gross written premium of $115 million;

+ acquired Nordic Aviation Insurance in Denmark with an
expected annualised gross written premium of $15 million;

2006 has again been another busy year for acquisitions to
increase profit and meet premiurm growth targets going

The proposed funding of these acquisitions and the impact
on capital adequacy are explained in the chairman’s report.

GROUP KEY RATIOS

HALF YEAR HALF YEAR FULL YEAR HALF YEAR HALF YEAR FULL YEAR
TO 30 JUN T0 31 DEC T0 31 DEC TO 30 JUN T0 31 DEC T0 31 DEC

2006 2006 2008 2005 2008 2008
G-oss writien premium M 5,656 4,718 10,372 5,123 4,285 9408
Gross eamned premiun ™M 4,932 5,137 10,069 4,331 4,840 8171
Nat earnaa preraum &M 3,998 4,160 8,158 3.506 3.880 7.386
Claims ralic Y% 58.3 533 55.8 61.0 bB.9 599
Cammission ratio Yo 17.6 16.4 17,0 17.0 168 169
Expense ratio % 12,0 13.0 125 123 123 123
Combined operating ratic % 87.9 82.7 85.3 903 880 891
Insuranice profit to net
garned premmeurm "o 18.7 25.0 21.9 167 81 17 4

Return on average
sharcholders’ tuads % 22.2 301 26,1 24 1 241 238




INSURANCE PROFITARIITY

The Group's insurance profit increased from $1,288 million last year to
$1,788 million. Insurance profit comprises the underwriting result plus
investment income on investments set aside to meet our liabilities to
policyholders. The improvement in insurance profit followed a reduction in
catastrophe claims and higher premium rates, Parlly ofisetting these positives
were higher large individual risk claims and an increase in the level of risk
margins (o maintain the probability of adeguacy of the outstanding claims
provision at 84.6%, slightly above the top end of our internal target range

of 85% to 94%.

The Group's combined operating ratio (total of claims, commissions and
expenses as a percentage of net earmed premium) was 85.3% compared with
89.1% last year, All insurance divisions preduced strong underwriting profits
and the substantial majority of our products and countries around ihe world
were profitable. As a perceniage of average shareholders’ funds, insurance
profit increased from 28.2% last year to 31.4%.

Total investrments and cash set aside 10 meet insurance liabilities and the
Group's capital requirements increased from $17.6 billion to $20.0 billion,
assisted by the considerable cash flow from cperations. The acquisitions
made in 2006 and early 2007 will significantly increase these invested funds
to around $28 billion by the end of 2007,

Gross written premium increased by 10% to $10,372 million, mainly from
the acquisitions made in 2005, a continued high retention of business

and the overall increase in premium rates. Gross and net earmed premium
growth in Europe were adversely affected by the significant appreciation

of sterling against the US dollar for business written in US currency. New
business growth was less than anticipated in a number of classes because
of competition and our unwillingness o write businass at premium rates that
did not meet our profit targets. Premium raies for our major non-US property
and liability portfolios declined with further rate reductions expected in 2007

However, property and marine insurance and reinsurance products exposed
to catastrephes in the US and the Gulf of Mexico experienced substantial
premium rate increases. QBE's businesses outside Australia contributed

76% to the Group’s gross written premium.
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Net earned premium increased 10% to $8,158 million in line
witn growth in gross earned premium. This was less than

cur target of 12.5% growth due to higher than anticipated
reinsurance costs and the opportunity to purchase covers to
further reduce our exposure to large claims and pratect profits.

Qur reinsurance operations generated $1,470 million of gross
written premium comparad with $1,623 million last year.

The combined operating ratic from this business was 87.8%
compared with 102.2% last year. This was due to the much
lower Jevel of catastrophes. Despite the volatility in profits
caused by catastrophes. our reinsurance operations have been
a signiiicant contributor 1o profit over a number of years. There
were substantial premium rate increases for most reinsurance
classes, however, this did not have a large impact on writlen
premium as we chose to reduce our reinsurance exposures in
2006, particularly to US and Gulf of Mexico catastrophe risks.

The Group's cost of reinsurance protection as a percentage

of gross written premium decreased from 19.0% to 17.8%, even
though we incurred significant rate increases on the protections
purchased for our reinsurance. marine and energy operations.
The cost of reinsurance is made up of 43% proportional
reinsurance mainly for Australia and US programme business,
anc 57% catastrophe and other excess of loss reinsurance.
QBE's net exposure to major catastrophes before tax continues
1o decrease with the 2006 maximum event retention from the
largest single realistic disaster scenario being 4.0% of net earned
premium at year end comparad with 4.3% last year.

Gress claims incurred as a percentage of gross eamed
premium reduced from 73.8% 10 54.9%. The reduction in the
gross claims ratio reflects the lewer catastrophe claims and
the continuation of a low frequency of claims on most of our
portfolios. Net claims abave $2.5 million from catastrophes and
large individual risk losses in 2006 were 10.0% of net eamed
premium compared with 11.7% last year. The net cost of
catastrophes and large individual risk claims in 2006 was well
within the allowances included in our business plans. The net
claims ratio decreased from 59.9% to 55.8%. The 2005 results
penefited from reinsurance recovertes on the large catastrophes
whereas our reinsurers earned significant profits from the
absence of catastrophes in 2006.

The commission ratio increased from 16.9% ta 17.0% reflecting
a change in the mix of business duning the year, particularly

the growth in the Americas and our Lloyd's operations where
commission ratios are higher. offset partly by the benefits

from the acquisition of intermediaries in Australia. The Group's
expense ratio increased from 12.3% to 12.5% mainly due to
higher IT costs for new systems in many of our operations
around the world and the acquisition of intermediaries in
Australia which increased the expense ratio and reduced

the commission ratio by 0.2%.

Investment income net of borrowing costs and invesiment
expenses increased from $718 million to $822 million Our
short duration fixed interest investment portfolio, increasing
interest yields, strong cash flow from operations and improved
equity markets benefited investment income during the year.
Gross investment income was $985 million compared with
$843 million last year. The gress investment yield was 5.2%,
unchanged from last year Lower equity gains in 2006 compared
with 20056 were offset by higher interest vields on increased
investment funds. We took the apportunity to tack in the
majority of our equity gains early in the fourth quarter, in line
with our absolute return criteria. Whilst equity returns overall
were strong producing a 12.5% vyield, they were less than
market benchmarks due 1o the derivative protections. The yields
achieved reflect cur relatively low risk investment sirategy.

We continue to maintain a strategy of short duration on cash
and fixed interest investments with an average maturity at the
end of 2006 of 0.4 years. Since year end, duration is slightly
longer and may increase further in the second half of 2007

if we consider interest rates have reached their peak.

We also continued our palicy of investing in highly rated fixed
interest securities and value equities. Qur weighting in listed
equities increased from 3.6% of total investments and cash
at 31 December 2006 to 8.6% at 31 December 2006.

LI R T L R
We continue 10 match liabilities with assets of the same
currency as far as practical. The nature of our business and
our significant ofishore operatiens, particularly in the UK




and US, means that from time to time we will have slight
mismatches. The impact of exchange rate movements for the
year was a net gain of $18 million {2005 $3 million}. Interest
rate differentials from hedging our substantial overseas
shareholders’ funds into Australian dollars are included in
fixed interest investment inceme.

HEINGURANCT REGOVERIES
Reinsurance recoveries on outstanding claims reduced from
$4,213 million at 31 December 2005 to $3,624 miliion. The

reduction is due to recoveries from the 2005 catastraphe claims.

Reinsurance recoveries on incurfed but not reported claims
included in this amount were $1,567 millicn compared with
$1,627 million last year. We continue to maintain strict controls
over our feinsurance counterparties which is evidenced by our
consistently low level of bad debt write-offs over many vears.
We maintain a conservative allowance for doubtful reinsurance
recoveries of $243 million compared with $233 million at the
end of last year.

UL AIMS DEVELUPMEN 1 TABLES

Note 22 in the annual report includes an undiscounted net
claims development 1able for accident years 2001 to 2006,
Qur claims incurred and other claims siatistics are maintained
on either an accident year or underwriting year basis for each
preduct, business unit and operating entity. For our overseas
operations, thay are converted into Australian dollars using
exchange rates at the end of the current financial year. With
aperations in 44 countrigs, hundreds of different products,
various reinsurance arrangements and with the Group's

risk toterance managed on a net basis, it is not censidered
rmeaningful or practicable to provide claims information other
than on a consolidated net accident year basis.

In previous annual reports, we reported an upgrade to US long
tail casualty claims for 2001 and prior years mainly for our Limit
operation. acquired in August 2000, and our US operations. In
2002, we ceased undenwriting the business that caused this
deterioration. The US casualty development primarily relates

to the Enron, Worldcom and financial laddering claims {written
in the UK) and the casualty facultative portfolio (written in

the US). Since 2001 we have experienced improved market

: ke Gorge National Park Waestern Australia

conditions. In addition, we have cancelled and will continue 1o
cancel non-performing segments of our business to improve
overall returns. These factors have resulted in a lower claims
frequency. The positive runcff of all accident years reflects our
canservalive claims provisioning which resulted in the release of
risk margins as the claims were settled betow central astimates.
The 20086 and prior accident years include risk margins which
will be released over time if our claims continue to be settled
within central estimales.

CAPTIVE RFINGLIR!

Included in note 37 to the financial statements are the results
of Equator Re. our captive reinsurer. Equator Re provides excess
of loss protections for most of QBE's subsidiaries around ihe
world below the retentions deemed appropriate for the Group.
Equator Re also participates on a number of the Group’s excess
of loss and proportional reinsurance protections placed with
external reinsurers as well as proportional reinsurance from
wholly owned operations in Europe. The exposures wiitten

by Equator Re are included in the Group's maximum event
retention which is tha Group's estimated net loss from its
largest single realistic disaster scenario.

Equator Re has generated significant risk margins for the

Group as well as producing an underwriting profit in each year
since 2002. The underwriting profit for 2006 was $100 million
compared with $30 million last year. The increase in profit
reflects the lower incidence of catasirophe claims in 2006,
partly offset by an increase in large individual risk claims and

an increase in risk margins in outstanding claims. Gross written
premium was up 165% to $901 million and net earned premium
increased 82% to $538 million. Each of the operating divisions’
reinsurance costs includes the amaunts reinsured to Equator Re
and these amounts are eliminated in the overall Group results.

For 2007. we expect Equator Re will write gross written
premium of over $1.2 billion with the increase coming from
new excess of loss and proportiona! reinsurance from the
divisions. lts net exposures are expected to remain substantially
unchanged as the Group has purchased additional reinsurance
protections for catastrophe losses.

QBE INSURANCE GROUP &', DAL i #1:KT 2000 1
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The acquisitions made in 2006 and early 2007 will benefil gross written
premium growth in 2007 and 2008. Subject to regulatory approvals. the
Praetarian Financial Group and Winterthur US acquisitions are expected
10 be consolidated effective from 1 April 2007 and 1 June 2007 respectively.
Organic growth is expected 1o be slightly in excess of lapsed business
and a continued high retention of customers is likely to be offset by lower
premium rates, currently estimated 1o reduce by an overall average of 3%.
At current exchange rates, we expecl gross writien premium o increase
by close ta 30% in 2007 to $13.5 billion and net earned premium by close
to 40% to $11.4 billion. As the recent acquisitions will be consolidated for
a full 12 months in 2008, we are currently targeting growth in gross written
premium and net earned premium for 2008 of 15%.

The reinsurance ratio for 2007 is expected 1o reduce from 17.8% in 2006

10 arcund 15% of gross written premium, assuming a normal level of
catastrophes. The reduction is primarity due to the lower reinsurance
requirements of the two recent acquisitions in the US and the increased
participations by Equator Re. The Group's maximum event retention as

a percentage of net eamed premium will be lower than 2006 due to the
acquisitions and additional catastrephe covers purchased te protect Equator Re.
We have placed our 2007 reinsurance protect:ens at costs in line with 2006.

The risk profile of our reinsurance operations was reduced in 2008 as a result of
our experience from the US hurricanes in 2005. This was to improve the reward
for the significant catastrophe risks that we underwrite. We anticipate no
changes in our risk profile in 2007 other than a reduction in the net retention
from our largest singie realistic disaster scenario as a percentage of net earned
pramiurm. Changes to the portfalio mix following the recent acquisitions are
expected to provide greater diversity and spread of risk in the US.

Our analysis of the Group's claims ratic between attritional, large risk and
catastrophe claims indicates that the 2007 business plan allowances for large
risk and catastrophe claims substantially exceed the amounts incurred in
each of the past 10 years, including 1999 and 2005 which are recognised as
the worst years on record for frequency and sevenity of insured catastrophe
losses. These allowances are around four times the net retention from our
largest single realistic disaster scenario.

The combined commission and expense ratio is targeted to remain unchanged
in 2007 including recent acquisitions. We are targeting a slight reduction in
2008 due to synergies from acquisitions and the implementation of new |T
systems in many counties throughout the world.

The gross investment vield is targeted to be in excess of 5.5% for 2007

We do not expect stock markets 10 improve at the same rate as the past
three years and we nave assumed a 4% capital appreciation on equities.

The increase in interest raies over the past year on our substantial US and

UK investment portiolios will assist our expectations for higher investment
income yields. Using current exchange rates, net invested funds are expected
1o be around $24 billion by 31 December 2007 as a result of the acquisitions
and anticipated strong cash flow.

income tax expense is expecied to be around 26% of pre-lax profit.

The Group's probability of adeguacy of outstanding claims fs 94.6%, shightly
above the 1ep end of our internal target range of 85% 10 94%. in addition, our
provision for unearned premium includes a significant allowance for large risk and
catastrophe claims in 2007. These factors, together with the recent acquisitions
and our current low frequency of claims, give us confidence that we are able 1o
achieve an insurance profit of around 18% and increase net profit after tax by
mare than 20% in 2007. The achisvement of these targets is subject to:

= lzrge risk and catastrophe claims not exceeding the significant allowance
in our business plans:

= no significant reduction in premium rates;

= no significant fall in equity markets and interest rates;

* no material movement in current exchange rates; and

+ no material change to key inflation and ecanamic growth farecasts.
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SUMMARY

QBE's resuits for the past year substantially exceeded our
targets due to overall average premium rate increases being
slightly higher than anticipated and a relatively benign year for
catastrophe claims. The results are after a substantial increase
in large individual risk claims and an increase in the dollar value
of risk margins included in cutstanding claims. Importantly.
QBE’s awitional claims ratio remains low for the substantial
majority of classes of business written around the world.

QBE has completed 2006 with risk margins in gutstanding
claims providing a probability of adequacy of outstanding
claims which is slightly in excess of the high end of our internal
target range. The increase in risk margins in outstanding
claims in recent years is largely a result of the increase in the
Group's exposure 1o non-US lang tail classes of business and
the growth in business. The probability of adequacy of the
Group's outstanding claims provision will vary from time to time
depending on the mix of short. medium and Iong tail business
and aconoemic and industry conditions such as latency claims,
claims inflation. interest rates and foreign currency exposures.

We have again been very successful with our acquisition
activity in 2006 and early 2007. The two recently announced
large acquisitions in the US and the acquisition in Mexico were
again at prices which are projected to be earnings per share
accretive in 2007, The acquisition of the Praetorian Financial
Group will increase the specialist insurance programme
businass written through managing agents in the US from

$1.4 billion to $3.1 billion in a full year or around 50% of our
Americas gross premium income. The QBE team in the US

has produced excellent resuits from this type of business in

the past four years. The acquisition of Winterthur US increases
the business written through independent and in-house agents
in the US from $0.4 billion to $2.2 kiltion in a full year. We
anticipate our reinsurance operation in the US te remain at its
current size of around $0.4 billion of gross written premium. Qur
focus in the Americas in 2007 and 2008 will be 1o integrate the
new acquisitions into the QBE culture and achieve the expected
profits after tax and synergies previously mentioned.

We will cantinue to pursue our strategy of growth by acquisition
using our established criteria. We are currently looking at small
bolt on opportunities in Latin America, continental Europe,

Asia and Australia. The acquisition of Limit in August 2000

was a strategic move to build our business in the UK. The two
recent acquisitions in the US were also carefully timed and are
strategic to our long term ptans. They are at prices which meet
our lang established criteria for acquisitions. We have converied
close to 100 acquisitions over the past 25 years and we now
have experienced leams in each division who understand QBE's
approach to acquisitions. QBE has a well diversified spread of
business. both geographically and by product. On an annualised
basis, our US and UK operations will be arcund 40% and 38%
respectively of QBE’s total worldwide gross written premium.
Australia will fall below 20% but this was not unexpected given
that Australia represents less than 1.5% of the world's non-life
premium income.

QBE's diversification and its comprehensive approach to risk
management have enabled it to achieve significantly improved
insurance profitability in recent years. We continue 1o lead terms
and conditions on most business in the countries in which we
operate. Our low attritional claims ratios and our substantial
allowances for large risk and catastrophe claims in our business
plans should mean that we can absorb the anticipated overall
average price reductions of around 3% in 2007 and meet our
profit targets.

We continue to have a low turnover of senior staff and have
quality employeas capable of filling more seniar roles in the
Group. All gur operations around the world understang that

they must operate within the parameters of our measurable

and approved business plans. They have a very strang focus

on business acumen and increasing wealth for our shareholders.
These {actors and the acquisitions made in 2006 and 2007

to date also give us confidence about our future performance.

The excellent 2006 rasults and our positive outlook have been
achieved from our focused, disciplined and professional team
of around 7.900 staff which will increase to over 10,000 as a
result of the recent acquisitions. | appreciate the enormous
support and loyalty that | receive from my fellow employees and
their significant contributions aver the past year. | also thank

our directors for their encouragement and the support that they
have provided on the many initiatives that we have underaken,
particularly the two recent major acquisitions.

} look forward to working with the QBE team to achieve our
financial targets for 2007 and to build further shareholder wealth
going forward.

Frank O'Halloran
Chief executive officer
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Worldwide portfolio mix

i I N
Propqrty

QBE's property insurance products provide cover against physical loss or damage to assets for
individuals and many types of retail, commercial and industrial ventures ranging from small 10
large value risks, being both rural and city based. Cover is generally available for fire and perils,
consequential loss following business interruption, accidental damage and crime exposures.
Through our operations in the US and Lloyd’s, we also provide insurance arotaction to insurers
and reinsurers against catastrophes and individual risk claims.

i_iabihfl\} {i-niz-iuj'(llz_‘

QBE is a leading provider of liability insurance solutions designed (o protect businesses
and officers against jegal liabilities arising from their day 1o day operations. We have a keen
{ocus on warking with our customers to reduce the frequency of losses and we provide
1ailored solutions to enable effective risk and cost mitigation. We write a large international
account and a limited partfolio of liability business throughout the US, focusing mainly on
small to mid-sized regional clients including home owners, farm owners and general liability
for commercial operations.

L AR
Motor and moloreastialty

Our moter insurance products provide carporations, businesses and individuals with

a comprehensive range of protections for their commercial and private vehicles which
normally can be extended to incorparate third party liability coverage where appropriate.
OBE generatly targets specific motor market segments and territories. We are a leading
insurer in the UK for standard and specizlised motor fleets, including London buses,
commercial bus and coach fleets, as well as “blue light” fleets comprising palice, fire,
ambulance and emergency services vehicles.

! L, T Ty
Workens' compghisalioy

QBE underwrites workers’ compensation business usually for its own account or, in the case

of some jurisdictions, as an agent of government based schemes. Workers’ compensation
insurance provides employers with financial protection against liabiliies resulting from
workplace injuries. Our focus is on rehabilitation of injured workers and helping them return

10 the workiorce as quickly and effectively as possible. We also assist customers in improving
workplace safety and reducing the risk of workplace injuries. OBE writes a diversified portfolio
of workers' compensation business from corparate and industrial accounts to the domestic level
for full-time and part-time household employees.

QBE is a lead underwriter in the marine and energy insurance sectors around the giobe. In the
marine segment, OBE provides coverage for hulls, hulls under censtruction, marine liabilities,
protection and indemnity, ¢argo insurance and private pleasure craft insurance for the boating
enthusiast. In the energy sector, we provide lead capacity for physical loss or damage and
business interruption coverage, on risks as diverse as offshore oil and gas platforms, cnshore
oil wells and segments of the petrochemicat industry.
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CONTRIBUTIONS BY REGION

GROSS WRITTEN NET EARNED  NET PROFIT AFTER COMBINED

FOR THE YEAR ENDED PREMIUM PREMIUM INCOME TAX OPERATING RATIO
31 DECEMBER 2006 2009 2006 2009 2008 2005 2006 2005
™ ™ M M M L) % %
Australia 2491 243 2051 2015 387 360 829 836
Pacific Asia Central Europy 727 691 563 536 87 103 84,4 82.3
{IBL Insurance {Lurope} 2502 2558 2,209 1,954 385 314 88.8 900
Lloyd's division 2711 2236 1644 743 374 213 82.1 945
tne Amencas 1,941 1492 1,153 843 109 62 89.7 928
Lquatar Re 901 353 538 295 141 39 814 858
Elinynatign — intermdl remsurance: {901) 1353} - - - - - -
Group 10,372 9408 8158 /386 1,483 1,091 85.3 881
Direct and facultative 8,902 7488 7006 .12 1,382 1,116 849 86.4
Inward reinsurance 1,470 1623 1,152 234 101 125) 87.9 102.2
Group 10,372 9408 8158 7386 1483 1.09 85.3 881

WORLDWIDE PORTFOLIG X

——— GROSS EARNED PREMIUM
‘ \ FOR THE YEAR ENDED 31 DECEMBER 2006 2005
\\ —_— [T Manne, &7 rgy and aviauion 11.7% 8.3%
N e

/ W Accdenti 1health 8.1% 8.2%

[ Prow:rty 26.6% 26.9%

i1t WD 7 IDT Cas ity 15.0% 13.7%

Fim el i acredt 2.6% 2.5%

[ R AL 19.8% 21.8%

{1 Pratessor ndemmity 9.0% 9.1%

Workims' L mpensation 8.1% 8.9%

B Otner 2.0% 28%

OTHER INSURANCE RATIOS
FOR THE YEAR ENDED 31 OECEMBER 2006 2005 2004 2003 2002
% % % % %
Premuum growlh

Grass wniten 10.2 73 50 81 137
Net earned 10.5 8.9 123 1.0 218
Remsurance ceded 10 gross wrilen premium 17.8 190 203 217 211
Net written premi 1 10 gross wrillen premium §2.2 B10 787 78.3 789
Insurance profit to average snareholders” funds’ 314 28 2 86 200 pEN]

111 2004 cormparative » ara ¢J Gu aled with reference 1o tna AIFRS adiuty g sharehaiaers Tunds ¢* a2 ah1 m lhon at
1 ganuary 2004
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Group financial targets

and performance goals ~ ~- .~
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STRATEGY AND PLANNING
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UBE nas aavelopes a nusmaess planning
Trarmoy Ork which ansu o that there 1a
a sy stamatic and aisciplined approach

fa pleniing throughout tne Group.

Tne framework helps 1o

establish a clear direction and parameters for carryng on business

tn each operating visicA,

budd confidence in our ability {6 execule our corporate strategies

and dehver against our business pians;

« more accurately proiect profitability and financial perlormance;

improve slignment of intemal resourcos yath osterna opporlunies,
generate groater sccountability and transparency 1 decision meking; and
target 1ne reduction ol uncertainly and volatifity, thereby reducing the
Iikelihood and impact of events 1nat could threaten our ab bty to mee?
our bustness obyectives




FINANCIAL PERFORMANCE

TARGETS"

« Acnieve an imsurance profit margin of 17 5% to 185%

« Iaerease profit after income tax by more than 20% and giluted earmings

per share by more than 15%

* Achigve a return on average snareholders’ funds of more than 23%-

+ Gross wrlteza prerium growth of close 10 30%

« Net earned premium growth of close to 40%

« Retmsurance ratio of around 157, of gress witten gremium

s Acmieye g comnbined commussion and expense ratio of 29.h7s or tess

+ Lizrate of arcund 26%) or less

v Ve Man Grow Laprial ageguacty muitipie of more than 1 79 umes

APHAs minimum requirerment for Austratan bcensed surers

» {arnas o estmant yield shgntly n excess of 5 5=

0Pt RATIONAL PERFORMANCE

PERFORMANCE GOALS

» Cumplete and miegrate the dcquisibons (1 the Amerncas

» Acnieve targets and synargres from acguisiions

» Maintain attritional claims ratio at less than 47 5% of net earned premium

» Incroase Equator Re's participation on external resnsurance programmes

« Further reducu nsk profile of insurance business and maximum event ratention ratio

+ Contnue tugh retenuon of key siaff and managers

« Successful implemetavon ol new 17 systems in all diwisions

» Arnieve gross investment yield 1arget with a lovs risk investrent strategy
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Risk management

' George Thwaites
(Gr-op « et sk ntfire:

. Biair Nicholls
Gl L el g tuana ot o

Our ability to manage risk is central to the success of our business. Over time,
we have developed processes and internal contrals to dentify and manage
risks in all key areas of risk exposure. As risk management is a continugus
process, our approach is targeted to ensure risk management is tailored 1o suit
our business requirements whilst remaining within our risk tolerances.

. .
QBE's risk management strategy is underpinned by a number of
robust processes which are aimed at reducing uncertainty and volatility
and avoiding unwelcome surprises. All risks are subject to rigorous
identification and evaluation throughaout the business management cycle.

The Group risk management policy, strategy and framewaork are embedded

in the Group head office and each of the divisions, providing a consistent
approach to managing risk across the grganisation. The implementation of

risk management at the divisional level enables local management to use theis
specialised knowledge of each partfolio to ensure risks are mitigated at that level.

Risk tolerances are in place for each of the categories of risk faced by the Group:

+ insurance risk;

+ oparational risk. including loss of key QBE people:
« acquisition risk; and

« funds management and treasury risks.

By evaluating risks against these predeterminad tolerances. QBE is able

1o direct resources appropriately and manage risk to acceptable levels.

Our imernal capital modelling process enables assessment of the risk to reward
profile af each business unit, and capital is allocated 1o reflect the past results
and volatility of the business written. QBE's overall risk tclerance for each
category of risk is defined in terms of the maximum pre-tax loss that the Group
is prepared to accept whilst continuing o achieve profitability targets.

QBE applies a rigorous methodology to assess potential catastrophe claims,
inciuding the use of realistic disaster scenarios, commercial catastrophe
loss models and in-house catastrophe loss assessment tools. The ocutcomes



of these assessments help to set the level of reinsurance
required by QBE and, in conjunction with QBE's risk appetite.
determine the amount of risk that is retained by the Group and
in any one geographic region, business unit or for a particular
peril. In 2008, the availability of reinsurance of a sufficiently high
security rating and on reasonable terms has been an industry
wide issue. QBE has taken steps to further improve the security
and angoing availabllity of reinsurance through the use of the
Group security committee and a range of external and internal
arrangements.

CLINATE CHANGL

There is currently much debate on the issue of climata change
and the potential impacts of increasingly volatile and extreme
weather patterns and carbon emissions on the insurance and
reinsurance industry. We note the considerable debate on

the various reasons for climate change and generally support
endeavours 1o mitigate its possible effect. Importantly, we
focus on the implications of climate change on our business.
One of the most significant risks is the potential for the
underestimation of the impact of catastrophic events on QBE
and the insurance industry. An inherent strength of the QBE
Group is our high level of diversification which mitigates the
potantial impact of extreme weather events in any one part

of the world. The success of QBE’s strong risk managemant
approach and conservative reinsurance purchasing is reflected
in our record profit results in 2004 and 2005 during which the
highest ever level of catastrophe losses was experienced by
the industry. OBE recognises that insurance pricing and capital
allocation models must be regularly updated to reflect the latest
scieniific evidence, poputation shifts, changing property values,
extra costs incurred for goods and services from demand surge
and short and long term seasonal weather forecasts. As a
leading member of the Lloyd's market, QBE is participating in

Orpheus suntise, Orpheus [sland, Australia

the wark currently being undertaken by the Lloyd's emerging
risks team to improve the guality of catastrophe modelling to
deal with the impacts of more frequent and severe weather
related events.

R GULATORY DEV LOPMENTS

The flexibility of QBE's principles based risk framework

allows for adaptation in the face of changes in the regulatory

or business environment. Regulators, rating agencies and
investors continue 1o converge in their focus on understanding
the risks taken Dy insurers, how they contral those risks and
the capital required in order to provide adeguate protection to
policyholders and others. The core principles of the International
Association of Insurance Supervisors, 10 which many regulators
now subscribe, indicate the likelihood of further extension of
risk based suparvision. Significant changes are currently being
implemented by many jurisdictions such as the European
Solvency li initiatives targeted to be in place in 2009-10, the
APRA stage 2 referms which have been largely completed.
except for those related to corporate groups, and the US
National Association of Insurance Commissioners which is
targeting various reforms by 2010

Most of the major regulators overseeing the operations of the
QBE Group have risk based supewvisery methodologies and risk
based capital models in place. Rating agencies also now either
explicitly assess enterprise risk management in their rating
process or include the key elements of risk management as
pan of their broader rating approach. Ongoing discussions

with these stakeholders indicate that the QBE risk management
framework meets expectations.

QBE continues to be committed to sound practical Tisk
management in order to protect sharehelders’ and
golicyhelders’ interests.

QBE INSURANCE GROUP 3 .. L& ' PUNT SO0
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QBE people

+

QBRE Group is a global organisation currently operating in 44 countries

with significant businesses in the key general insurance and reinsurance
markets around the world. Over recent years, we have experienced strong
growth through acguisitions of businesses, the latest being in Sweden,
Denmark, Mexico and the US. We currently have more than 7,900 employees
which will ingrease to over 10,000 employees on completicn of our recent
US acquisitions.

o e P

Our people are selected for their ability, experience and ‘can do’ approach
Jenni Smith 1o their roles. The development and retention of our people as our inteliectual
(aredp gererdl Maager HR capital is recognised as paramount for QBE to consistently achieve high
business standards and ultimately deliver superior returns 1o shareholders.
The Group's aim is to develop our own talent, leveraging off the experience
of our highly skilled and experienced ieams around the world through a range
of development activities. QBE has an international reputation as a quality
employer with a highly developed culture based on performance and reward.
We have competitive remuneration structures in place which align employee
performance with company and stakehalder objectives whilst also ensuring
lenger term commitment from our senior executives.

>
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7,900 people’
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Jp from 7,790 last vear
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Underpinning our strategy of attracting, developing and retaining quality
people is the OPENUPQBE programme which is actively promoted to staff
across the Group. The pragramme, which was developed in 1984 with input
from all divisions, has the full support of the Group board and the chief
execulive officer. It involves nine “essential behaviours” which form the basis
of our business and leadership standards and illustrate the values which
embody the QBE culture. These standards and values provide consistency

in all key activities and create a common thread throughout our organisation.
The strength of the QBE culture has provided a platform for the successtul
integration of the diverse teams irom the many acquisitions over recent years.

- A Lo .
The first OPENUPQBE programme was presented by Frank O'Halloran
in 1995 and has since been extended to increase the capabpilities and
commercial awareness of staff in key functional areas and in so doing,
delivers improved management leadership and business acumen. In 2008,
the OPENUP Claims programme was implemented to demonstrate the
application of the QBE essentiai behaviours to claims management. This
has generated 19 business improvement projects around the Group within
the Group's core phitosophy of promptly paying valid claims. The content
of the programme was wrilten by senior managers in the business to provide
rigour and credibility to the programme. By addressing key strategic and
tactical issues within the Group through real business projects and case
studies, OPENUP Claims has raised stafi awareness of how we do business
at QBE and has provided a forum to generate new sdeas and build successful
teamwork. The programme has enabied participants to demanstrate their
commercial ability and implement tangible business improvements which
positively influence QBE's key profit drivers and deliver superior returns
to shareholders. The identification of region specific 1ssues 1o be tackled
through the programme’s business improvement methodology has enabled
each division 1o integrate the OBE essential behaviours into how they conduct
their business locally.




QB NINE ESSENTIAL BEHAVIOURS

pen thinking
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QOur annual performance management process provides the
forum for measuring perfarmance and setting objectives, with
most stafi assessed against QBE's nine essential behaviours
as outlined above. QBE is also committed to providing a range
of personal development opportunities for employees 1o realise
their full potential and progress within the organisation. Our
principal goal is 10 ensure that the besi people cccupy the key

positions at all levels of the business and that robust succession

plans are in place for each of those roles. Key roles throughout
the organisation have been analysed and documented using

a formatised succession management framework. A pool of
poiential candidates has been identified against this matrix

of key rotes, and is regularty assessed in terms of current
performance and future potential using a set of cansistent
measures. Succession plans are aligned to individuat career
aspirations and development activities are agreed to meet
skill's gaps.

AFNLUAERAT.ON AND RIVYARD

QBE operates in a competitive global market and our
performance based remuneration and reward structures

must take into account the diversity of individual roles and the
complexity of each local operating environment. QBE aims 10
provide a mix of financial and non-financial rewards to attract,
motivate and retain high periorming ‘can do' people. within

a cost structure aligned 1o shareholders’ interests and which
is sustainable in the long term.

Driving decisions

Motivating our people

Delivering
superior

returns to
shareholders

Opumising outcomes

In order to encourage high tevels of performance and o achieve

our vision of increasing shareholder wealth, at risk incentive
arrangements are in place for most staff worldwide through
participation in short term incentive {"STI"} arrangements.
These arrangements reward staff when they achieve or exceed
financial targets and/or meet personal performance objectives.

Qur senior management group and other selected high
performing individuals participaie in an annual delerred
compensation award, the Deferred Compensation Plan ("DCP"),
with awards in the form of equity in QBE. The value of the DCP
is linked to the future creation of shareholder wealth. It also
assists in the retention of key staff. Under the DCP participants
are granted conditional rights to fulty paid shares and options 10
subscribe for shares at market value. Participation in the annual
equity award is contingent on meeting financiat targets for ST
purposes and there is a vesting period of a minimum of three
years, other than for certain equitable circumstances, before
the DCP shares and options are exercisabte. Also central to our
incentive arrangements is the Employee Share and Option Plan
{"the Plan"} which has been in place since 1881. Over 6,000 of
our employess at all levels of the organisation now hold shares
in GBE through the Plan. Details of the Plan and the DCP are

set outl in note 27 to the financial statements.

Our very low turnover of senior and middle managerment staff
demaonstrates the effectiveness of our remuneration and reward
system and other retention policies.
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Group operations executive

' s i

VINCE McLENAGHAN

~ANS 1P AGE 47

Mr McLenaghan was appointed
chief operating officer of the Group
in 2006. He is also currently chief
exacultive officer of Australia Asia
Pacific ("AAP"). Mr McLenaghan has
been in the insurance industry for
30 years. During his 24 years with
QBE, he has served in a number

of general management roles,
including as managing director of
our Asia-Pacific operaticns.

FRANK O'HALLORAN

LA AGE 60

Mr O'Halloran was appointed chief
exaecutive officer in January 1998. He
icined QBE in 1976 as Group financial
controlier. He was appointed chief
financial officer in 1982, joined the
board as director of finance from
1987 10 1994 and was director of
operations from 1994 to 1997. Mr
O'Halloran is a chartered accountant
and has had extensive experience in
professional accountancy for 14 years
and insurance management for over

30 years.

—

| TIM KENNY
------ i P NDBS W OM AL 6

, Mr Kenny is currently president and
—_——= chief executive officer of QBE the
; : P Americas. He has over 24 years
oo T vmine Mewe agra experience in the insurance industry
L l'"_i Vrask O hialloran including 13 years with QBE Group

Lim b anny during which he has served as
seniar vice president, chief financial
officer and treasurer in the Americas.

o R

, Neii Drabacn
Steve Burs

o

NEIL DRABSCH

Fe A FAUD FiCS AGE TR

Mr Drabsch was appointed chief
tinancial officer of QBE Insurance
Group in 1994 and acts as deputy
company secretary of QBE
Insurance Group Limited. He joined
QBE in 1291 and was the Group
company secrelary from 1922 to
2001. Mr Drabsch has over 40
years experience in insurance and
reinsurance management, finance
and accounting, including 24 years
as a practising chartered accountant.

STEVEN BURNS

FCA AGE 48

Mr Burns is currently chief
executive officer of QBE's

European operations. Heis a
chartered accouniant and was
finance director of the Janson Green
managing agency at Lloyd's from
1887, prior to it being acquired by
Limit in 1938. Mr Burns became
chief executive officer of the Limit
Group in August 2000. In September
2004 he was appointed chiet
executive officer of European
operations as part of the restructure
of cur European company operations
and Lloyd's division.
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Operations overview
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AUSTRALIA
General insurance operations thraughout Australia providing alt major
lines of insurance cover for personal and cammercial risks.

PACIFIC ASIA CENTRAL EUROPE

General insurance in 25 countries in Asia. Pacific and Central Eurcpe
providing personal, commercial and specialist insurance covers,
including professional and general liability, marine, corporate property
and trade credit.

Major events impacting APACE operations in 2006 were:

+ Significant storm activity in the region. particutarly Cyclone Larry

in Austratia and typhoon activity in Asia.

Acquisition of the remaining 50% of Concord underwriting agencies
in July,

Acquisition of Nordic Aviation Insurance Services in Denmark in April.
Receipt of approval to open a liaison office in india.

| B

2006 2005
Gross wntlen premeunr Si4 3218 3122
(3ross eaned premium she 3,132 5.093
et garned prermeum SV 2,614 2551
Combinea oporal g rato %, 832 B33
St3ff numbers 5232 53202
COUNTRIES OF OPERATION
Austrata Malaysa
Bulgaria Motdova
Cman Ne 2 Caledony
Czecn Republe Mew Zealaad
Danmark Papua New Guiea
Eslonia Prilippines
fia Singapore
Frenc 1 Pulyncsia Slovakia
tamg Kong Salamon Islands
Hungary Tkaitard
Indo1esia Jkraing
Maca ! Vanyaty
Macedan a vhetram

oSl - Ly S S SEp

QBE INSURANCE {(EUROPE)
Insurance and reinsurance business in the UK and Ireland, and insurance
business in mainland Europe. Results also include British Marine which
was acquired by the Group in 2005.

LLOYD'S DIVISION (TRADING AS LIMIT)

The largest manager and second largest provider of capacity at Lloyd's
with capatity in 2007 of £1.1 hillion, writing commerciat insurance and
reinsurance business in the Lloyd's market.

Major events impacting European operations in 2006 were:

« Establishment of a dedicated aviation undenwriting team through
the creation of syndicate 5555.

» Below average frequency and severity of catastrophe losses.

« Establishment of a branch cffice in Sweden.

* Integration of the British Marine acquisition.

Gross wonllen pre rum
Gross eamed premam
Net parned premium

Combined operating ratto % 859 927
S1af numbers 1,767 1.6b1

COUNTHIE T £F F b il

Bernuca Japan
Lngiond Luxembourg
France Scotlad
Germany Spain
Ireland Sweden
Italy




Bermuda

KEY @ Australia Pacific Asia Central Europe Europe (@ the Americas B Equator Re

i M . - . .

General insurance and reinsurance business in the Ameticas. Head office is in 2006 2008

New York with operations in North, Centrat and South America and Bermuda. Qrey s gy, Y1941 3 482
. . . N Gt eor.d nremur T, R
Major events impacting the Americas in 2006 were: We esmEa ," ! T 1,876 :J R
L N T et o ormed preria @ x4y 1,153 247

+ Successful negotiation of the acquisition of two significant property and Cor - e g6 -y 9.7 320
casually businesses in the US, being Praetorian Financial Group and _0" ed nperating 1oto ) : R
Stat o Lmbaars 805 723

Winterihur US Holdings. Both are expected to complete in the second

quarter of 2007. , FOUTITHE G OF DPERATION
» Below average irequency and severity of catastrophe losses.

i . . .. Arge T WAgx.th
» Acquisition of the OneBeacon agricultural business, writing farm and ranch, g o Pana
. . . . . . LI R & 1] ¢ Il
commercial agricultural and companion lines in 12 states in the US. ]
Lraz Per
Cale b Unitect Stitns
Management of the Group’s investment portfolio. Management of tess 2006 2005
than 2% of the Group's investments is outsourced. NG mostrent nga e ) 985 o6l
. I . MNet L estment e ama iy B22 ne
Major events impacting investment management in 2006 were: " o ’,
Far e 9ais 07 cygaitins £ 104 126

Continued increase in oil prices until August, at which point prices
suddenly weakened.

Commadity prices were generally strang. frve r rents and cash bi/ 19.972 17597
After 17 successive interest rate increases, the Federal Reserve in

the US held interest rates in June.

Equity markets experienced a major sell off in May, but anded the

year on a strong note.

EQUATOR RE

The Group's captive reinsurer, based in Bermuda. Equater Re provides COUNTRIES OF OPERATION
excess of loss protection for the majority of the Group's subsidiaries around Ber - 2da

the world, as well as participating on a number of the Group's excess of
loss and proporticnal reinsurances placed with external reinsurers.

Htat curcbers 49 4t

A hardening retrocession market has made it difficult for insurers to access reinsurance protection with acceptable security
at a reasonable price. Eguator Re has enabled the Group 10 more etfectively manage its reinsurance costs.

A below average frequency and severity of catastrophe losses has resulted in a significant increase in profit.

QBE INSURANCE GROUP ~ "u &L I FL Al #20
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Lavender sea, lasmana, Austiaha

APACE has general insurance operations in 26 countries
in Australia, Asia-Pacific and Central Europe. The division
provides personal, commercial and specialist insurance
covers, including professioral and general liability, marine,
corporate property and trade credit,

QBE INSURANCE GROUP & , ;L Al PLUPLHT 000
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Australia Pacific

| QLTIJIVOL

Asia Central Europe

Australia Pacific Asia Central Europe ("APACE") produced another outstanding
underwriting result with a combined operating ratio of B3.2% compared with
83.3% last year. This slight improvement is due to a continued low frequency
of claims despite turther overall average premium rate reductions. insurance
protlit to net eamed premium was an excellent 23.8% unchanged from last
year. APACE consists of businesses in 26 countries, the substantial majority
of which produced underwriting and insurance profits for the year.

Gross writien premium increased 3% to $3,218 million, gross earned
premium for the year increased 1% 10 $3.132 million and net earned premium
was up 2% to $2.614 million. Premium growth came from our continued high
retention ol customers and organic growth being slightly in excess of lapsed
business, despite increased competition for most classes of business.

KEY RATIOS - APACE
FOR THE YEAR ENDED AUSTRALIA PACE TOTAL APACE
31 DECEMBER 2006 2005 2006 2005 2006 2005
s wrlleo e o B 2,491 2470 727 Kg* 3,218 3.'27
N g oAy pre e, I 2,428 0 U 04 704 hEF 3,132 L 092
et e fprem pm Sht 2,061 2 06 563 F36 2,614 265

AP TAT ! 559 6" 420 40. 528 o227
e 118 27 204 =7 137 Al
LT R ran ' 15,2 402 220 2% 167 'R4
Lt e paeratfu rAbe 829 Aifh B44 2. B32 3is

Vs gf Yr e pireTet el
24.1 2470 20.8 220 238 234
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PORTFOLIO MIX — AUSTRALIA
GROSS EARNED PREMIUM

FOR THE YEAR ENDED 31 DECEMBER 2006 2005
T T 5.7% 52
O raddr o e, 4.0% 4
O ac vter a0 1t 8.6% °T
et 14,4% AR
S e 10.0% s
R 1.3% =
O v e ot 10.5% TR
T T L B 7.3% T4
O rerecr abn 19.2% e
O 4 rkers wvpergyte 8.7% Rt
T g ee v ol 4.6% 48
B e 5.7% RN
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Australian operations

Our operations in Australia continue to produce excellent
underwriting results with a combined operating ratio of 82.8%
compared with 83.6% last year and an insurange profit of 24.7%
compared with 24.2% last year. The improvement in results
reflects the continued low frequency of claims, high customer
retention and the lapsing of business which did not meet our
profit criteria as a result of increased competition. The combined
operating ratio is after the cost of Cyclone Larry, an increase in
the number of large individual risk claims and an increase in the
dollar value of risk margins in outstanding claims.

QOBE is a market leader for most of the commercial products
that we underwrite in Australia. The substantial majority

of portfalios produced underwriting results ahead of plan.
Premium rates for most portfolios decreased 1o reflect the
improved claims experience and adjustments have been
made by our various teams to ensure that we continue to
retain our quality customers. Claims freguency continues

to be at historically low ievels for most portfolios.

Gross earned premium increased by 1% to $2,428 million.
The lower overall average premium rate reductions of around
3% in 2006 were more than offset by high customer retention
and organic growth being slightly ahead of lapsed business.
Net earned premium increased by 2% te $2,051 million.

Many of our products improved underwriting profitability,
particularly the workers’ compensation, liability and trade credit
portfolics. Our travel, rural and small to medium property pertfolios
were affected by Cyclone Larry and large individual risk claims.
The NSW and Queensland compulsory third party and other
portfolios produced lower but satisfactory underwriting results.

The continuation of a low frequency of claims in most classes
of business has resulted in the net claims ratio decreasing from

AUSTRALIAN OQPERATIONS
COMBINED ;-
OPERATING RATIO "

- QBE INSURANCE
AUSTRALIA WINS

NIBA General Insurer of the
Year for a record fifth year

56.1% to b5.9%, The acquisition of a number of intermediaries
over the past two years helped reduce the commission ratio fram
12.7% to 11.8%. However, the expense ratic increased from
14.8% to 15.2% due to expenses of the new intermediaries and
the higher IT costs to improve efficiency.

Australian operations won the National Insurance Brokers’
General Insurer of the Year award for the fifth consecutive year.
This, together with cther initiatives designed to ensure QBE

has a growing relationship with its distribution channels, has
enabled us to maintain high customer retenticn and pursue
new business initiatives. Qur IT strategy is focused on removing
duplication and manual intervention that exists in our daily
dealings with intermediaries.

We have experienced growth in a number of classes

of business during 2006 as a result of our initiatives on
cross-selling of products. However, we have not written
business where premium rates were inadeguate. particularly
in professional liability products.

We are gradually building our builders’ warranty and medical
malpractice insurance businesses in Australia. Increased
competition and price reductions have meant that we have
not met our initial expectations for premium targets for these
classes. We are committed to these two new classes of
business for CBE but at prices, terms and conditions which
mean we can make a reasonable return over the long term.

The excellent results over the past few years and increased
competition have resulted in a further slight reduction in overall
premium rates for the renewable 1 January 2007 business.

We are satisfied that the current market conditions still allow
us to maeet our profit requirements for each of our products.
Going forward we expect the comnbined operating ratio to
deteriorate slightly from the excellent result achieved for 2006
and premium growth to be around 3% without acquisitions.

ACQUISITION
National Credit Insurance
{Brokers) Pty Limited

82.9%

Compared with 83.6% last year ,e

INSURANCE
PROFIT RATIO

28.7% .

Compared witn 24.2% iasl year ,

R

QBI. Group has been recognised tor
an unprecedented fiftn consecutive
year as General Insurer of the Year at
the 2006 Nationa! insurance Brokers
of Austrahia ("NIBA") convention Tae
award 18 recogrised

as Australia’s most 7 \
prestigious In the

Australian general
msurance ndustry

In {ate December 2005 QBL Group
purchased Nauonal Credit Insurance
{Brokers} Pty Limited {("NCIB"} NCIB
distributes trade credit products
throughout Austraha and New
Zealand. The company’s success

" a highly competitive market 1s
due to its niche focus and targeted
product and service propositions

QBE INSURANCE GROUP 2 & "4 F FCo0 .00
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Pacific Asia Central Europe

Our Pacific Asia Central Europe ("PACE") division preduced a solid undenwriting
result with a combined operating ratio of 84.4% compared with 82 3% last
year and an insurance profit of 20.8% compared with 22.2% last year. The
deterioration in the combined cperating ratio was mainly due to premium rate
reductions and an increase in the frequency of large property claims.

The majority of countries in which we operate produced an underwriting
profit and overall claims frequency cantinues to be low. Strong underwriting
profits were achieved in Hong Kong. Hungary, Macau, New Zealand, the
Pacific Islands. Singapore, Slovakia, and Ukraine. Small underwriting losses
were produced in Denmark, Moldova, the Philippines and Vietnam. Very
pleasing results were achieved in all other countries.

Gross written premium increased by 5% to $727 million and gross earned
premium increased 2% to $704 million. Premium growth was aftected by a
slight reduction in overall average premium rates and increased competition.
Net earned premium increased 5% to $563 million.

The claims ratio was 42.0% compared with 40.8% last year. The slight
deterioration is due to the reduction in premium rates and an increase in large
property claims. The commission ratio was 20.4% compared with 18.7% last
year. with the increase due to changes in geographic and product mix and
slightly higher commissions to retain business. The expense ratio decreased
from 22.8% 1o 22.0% even though we commenced implementation of new

IT systems in a number of countries.

PACE pusiness is conducted in 25 countries where we have at least a b0%
shareholding, management control and a strong distribution base of over
12,000 agents. and longstanding business relationships with key insurance
brokers. Our policy for each of our businesses is to be the master of our own
destiny. Our relationships with our joint venture partners in Asia and Central
Europe continue to be very strong.

PORTFOLIO MIX - PACIFIC ASIA CENTRAL EUROPE

GROSS EARNED PREMIUM
FOR THE YEAR ENDED 31 DECEMBER 2006 2005
Liafensim onemty 10.1% e
O Manne 13.6% T
Norkers Sompansannn 5.8% 650%
"7 Motor and mstar fasuatty 17.3% g ge
Properts, 24.3% 24 8",
Acoidsnt ngd he e 7.6% PR
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We continue to focus cn higher business retention and
building our specialist product lines through intermediaries.
We have considered a number of acquisitions but we have
heen unsuccessful due to the higher prices being paid by
competitors. We are investigating other acguisitions but
we will only pay prices which meet our acquisilicn criteria
established over a long period of time.

SUMMARY

The merger of our PACE and Australian operations ta form
APACE in early 2005 has been successful with significant
synergies already obtained. We have alsc made better use

of our professional skills in a number of products to cross-sell
to our clients.

The 2006 result was outstanding with the substantial majority
of our operations and products producing strong underwriting
profits. We will continue to focus on buitding our businesses

in each of the countries in which we operate, acquisitions that
add value and new distribution channels. The 2006 underwriting
profit was slightly higher than 2005 and compares very
favourably against our peers. It reflects the focus that we have
on creating wealth for our shareholders.

The management responsibility for our Central European
operations was transferred from PACE to our European
operations division with effect from 1 January 2007.

Our Eurapean cperations division has recently extended its
activities into a number of new countries and we felt it was
time to introduce one approach for Eurape and better utilise
the substantial product skiils that we have based in London.
The APACE team has done an excellent job in bringing Central
Europe into QBE's culture, with particular emphasis on business
acumen. Following the change, the division will be known as

QUR KEY OBJECTIVES FOR 2007 ARE TO:

drive closer alignment of our business strategies to

those of our key intermediaries;

complete at least one acquisition in Asia-Pacific;

continue to improve operational efficiency and eliminate
duplication;

complete the implementation of [T strategies to reduce
expenses;

continue our quality customer focus to increase retention,
sales and profitability; and

further develop the cross-marketing and distribution initiatives
across the Australian and Asia-Pacific businesses.

We expect 2007 underwriting profit to continue to be strong
but at a slightly higher combined operating ratic than 2006
due 1o lower premium rates and increased competition.

We hava a strong team of insurance professionals and
management to ensure that we continue 1o create wealth for
our shareholders. | extend my sincere appreciation to the team
in APACE for their loyalty, hard work and contribution during
2008. | also extend my gratitude to our joint venture partners

for their support and dedication, as well as our intermediaries
for their loyalty and business.

Vince McLenaghan

Australia Asia Pacific.

PACIFIC ASIA CENTRAL EUROPE
COMBINED
OPERATING RATIO .,

AL L% 7

rf,

Compared witn 82.3% last year f,:’:
’
INSURANCE 2
PROFIT RATIO Vo

20.8%

Caompared witn 22.2% last year

RESEARCH INTO THE INDIAN MARKET

The Indian general msurance market pre .nts an exciiing opporiun.ty
tor QBE, growing at more than 20% annually QBE carnied on general
insurance business in ndia for close to 50 years until the sector

was nationalised in 1872 The economic and regulaiory environment
nas once maore become attractive to fore.gn companies After much
negotiation and as a first step towards buillding on this emerging
opportunity, QBE was granted regulatory approvals 10 astablisn a
laison office in 2006 Tris 1 viewed as a najar step forward for

QBE n Inchia and wili help QBL expand its network of business
contacts. provicing an excellent platform 1o reahise future growtin

QHE INSURANCE GROUP & § LAL 11 BOST 1005 31
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Atlantic reflections

QRBE's European operations compnse QBE Insurance (Europe)
and the Lioyd's division trading as Limit. QBE insurance
{Europe) writes insurance #nd reinsurance business in the UK
and Ireland, and insurance busingss in mainland Europe. Limit
underwrites reinsurance ard commercial insurance in the
Lioyd's market and (s the largest managing agent at Lioyd's.

QBE INSURANCE GROUP 2°:'. 18 W1 EORY 200 33
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European operations

The combined operating ratio for European operations was 85.9% compared
with 92 1% last year The signilicant improvement in underwriting results is
due to a lower level of large catastrophe claims and overall premium rate
increases, partly cfiset by an increase in large individual risk claims. The
combined operating ratio also benefited from a continued low frequency

of claims on non-catastrophe exposed business.

Gross earned premium increased by 9% to $56.061 million, primarily due to
acquisitions in 2005 and the overall average premium rate increases, particularly
for energy and US based property risks. Our new Lloyd's aviation syndicate
5555, supperted by an experienced Londen market team, commenced
pusiness in October, with small earned premium for the year. Premium growth
has bean affected by the weak US dollar and by the decision to significantly
reduce our exposures 1o US and Gulf of Mexice hurricanes compared with
2005. Net eamed premium increased 4% to $3.853 million. Growth was
aftected by higher reinsurance costs for catastrophe protectiens and new
proportional reinsurance with Equator Re. Net earned premium growih

before the proportional reinsurance to Equator Re was 9%.

KEY RATIOS EUROPEAN OPERATIONS
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GBL Insurance (Lurope)

QBE Insurance (Europe) writes insurance and reinsurance
business in the UK and lreland, and insurance business in
France, Spain, ltaly, and Germany. In addition, the results include
British Marine which was acguired by the Group in late 2005.

This division produced anoiher strong combined operating

ratio of 88.8% compared with 90.0% tast year. All major

classes of business produced excellent results even though

our employers’ liability, professional liability and general liability
products experienced overall average premium rate reductions
and increased compelition. We continue to experience a fow
frequency of claims on the majority of portfolios, particularly

on the UK and international (non-US) casualty acceunts. Our UK
property account traded profitably, but the international property
account was affected by two major risk claims.

Grass written premium reduced by 2% to $2,502 million
primarity due to the transfer of a large portion of the reinsurance
business to syndicate 566 in Limit and premium rate reductions
for most classes of business which maore than oifset the
premium income from acquisitions in 2005, Crganic growth
was lower than anticipated due t0 the reduction in premium
rates and increased competition for motor, employers’ liability,
professional liability and general liability business.

The claims ratio slightly reduced to 62.2% compared

with 62.3% last year. This reflects the continued low claims
frequency during 2006, partly offset by an increase in large
individual risk ¢laims.

The commission ratio reduced from 15.3% to 14.6% due to

a change in mix of business, primarily the acguisition of British
Marine which has a tower commission ratio than the average
for Q8E Insurance {Furope). The expense ratio decreased from
12.4% 1o 12.1% reflecting a number of factors, including further
synergies from restructures previcusly announced.

OBE INSURANCE (EURDPE)
COMBISED
GFERATIRG RATIO
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Generat insurance gperations {or the division produced a
combined operating ratio of 84.6% compared with 83.4%
last year, The sfight deterioration reflects the impact of lower
premium rates and higher large individual risk claims. The

UK and internatienal {non-US) casualty portfolios continue

to produce excellent results as did some of the more niche
accounts such as bloodstock, leisure and sport, crisis
management and the asset and product pratection porifolios.
Qur Ensign motor business produced a solid combined
operating ratio in a very competitive market. As reported above,
the property account was impacted by two major risk claims.

The combined operating ratic from the relatively small inward
reinsurance operations was 130.6% compared with 128.7%.
The increase is due to an upgrade in the prior year claims
provision. A substantial portion of the reinsurance business
written in QBE Insurance (Europe) was transferred to Limit

at the end of 2005.

QBE Insurance {Europs) business continues to have a large
weighting to long tail business. We expect a slight deterioration
in the combined operating ratio in 2007 due ta the premium
rate reductions on these portfolios in 2006 and during the major
renewal season on 1 January 2007

We continue 1o look for opportunities to expand our UK
regional and maintand European businesses using our
distribution channels and diverse product skills in our London
operations. For 2007, the prospects for growing the mainland
European business have been boosted by the transfer back
and reintegration of our Central European operations within
this division.

SEEING THINGS DIFFERENT:.Y

in 2006. QBE insurance IEurope) extenood

s COMMUMLALOas wilh brokers and ol o
mternediares, 1ocusing particuliry 01 Loall
1o medim sized et pnses N regiona:
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Limit

Limit is currently the largest manager and second largest provider of capacity
at Lloyd's. QBE provides 100% of capacity for syndicates 566, 2000, 1036 and
5555, and 69% of capacity for syndicate 386. Our Lloyd's capacity for 2007

is £1.1 billion compared with £31.0 billion for 2006. The increase is primanly
for our new aviation syndicate hbbb.

Limit's results for 2008 were exceltent with a cornbined operating ratio
of 82.1% compared with 94.5% last year. This significant improvement
is due to the lower level of large catastrophes and higher premium rates,
principally an US calastrophe-exposed property and energy business. All
active syndicates produced excellent results. Claims frequency continued
10 be low due o the actions taken to improve porifolio performance in
recent years and the reduced exposure to atiritional losses and US and
Gulf of Mexico hurricanes, particularly in syndicates 566, 2000 and 1036.

Gross written premium was up 21% 10 $2,711 million and gross earned
premium was up 9% 1o $2,475 million due to overall average premium rate
increases on property and energy business exposed to catastrophes, the
transier of reinsurance business from QRE Insurance (Eurepe) and a smail
contribution from the new aviation syndicate which commenced in October.
Premium growth was affected by our decision to reduce exposure to US
and Gulf of Mexico hurricanes and the appreciation of sierling against the
US dollar for the conversion of our substantial US doflar domiciled business.
The growth in premium for our casualty business (prmarily non-US) was
atfected by lower premium rates and increased competition, However,
customer retention remains high. Net earned premium reduced by 6% to
$1,644 million due to the new propartional reinsurance 1o Equator Re and
increased reinsurance costs to protect catastrophe exposures. Net earmned
premium growth before the proportional reinsurance to Equator Re was 5%.

The net claims ratio decreased from 63.6% to 49.4%. This substantial
improvement is due 1o the lower net claims from catastrophes. the continued
tow frequency of claims across the majority of portfolios and positive
development of prior year claims.

The commission ratio slightly increased from 20.3% to 20.7% due 1o the
slight change in mix of business. The expense ratio increased trom 10.6%
10 12.0% due to higher incentives from increased profits, lower profit
commissions from external capital providers 10 syndicate 386 and higher
IT costs for the implementation of new systems.

PORTFOLIO MIX - LIMIT
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The combined operating ratio frem general insurance business
was 80.5% compared with 93.0% last year. This superb

result reflects the continued low frequency of claims on non-
catastrophe exposed business. The combined operating ratio
for inward reinsurance was an exceltent 53.4% compared with
98.2% last year. The substantial reduction is due to the lower
net claims from catastrophes, the substantially higher premium
rates and a generally lower risk profile.

Qur first full year of operation of the new general aviation
syndicate 5555, together with our high retention of customers
and our lead position for the majority of products which

we underwrite, will assist premium growth in 2007.

A A AV

The significant renewal season of 1 January 2007 saw a slight
decrease in overall average premium rates of 3% as a result

of the continued low frequency of claims and increased
competition, although this varied markedly by class of business.
We have a lead position in the London market and we are
looking for oppertunities (o build our business using our
substantial London market expertise for specialist progucts

in regional UK and mainland European markets. Cur 2007
exposure 10 major catastrophss is largely unchanged from
2006. We have been able 1o restructure some of our reinsurance
programmes to enable a slight overall reduction in the cost

of reinsurance in 2007 whilst also enhancing the quality and
security of the protections provided.

Wa are satisfied with our decision in 2006 to significantly reduce
our exposures to improve the reward for our shargholders over
the Jong term. We will not be tempted by the relatively low leval
of catastrophes in 2006 1o write more premium volume and
increase our expesures 1o windstorms and other catastrophes.

We continue 1o look far opportunities 1o further diversify our
praducts in our mainland European business. The Central
European operations which were part of QBE's APACE division
in 2005 and 2006 have been transferred to European operations
with effect from 1 January 2007 to enable us 1o maximise our
geographic and product spread. Alter the transfer we will have
operations in 12 countries across mainland Europe.

1%
COMBINED
GFURATING RATIO

82.1%

Compared witn 84.6% last year

We continue to maintain a conservative approach to reinsurance
purchasing and retentions for large losses and catastrophes.
This, together with gur philosophy of cautious reserving of

prior year exposures and substantial atlowances in unearned
premium for large losses and catastrophes, gives us confidence
regarding our performance in 2007.

U KEY OBJECTFR 55 FOR 2007 ARE TO:

continue to seek acquisition opportunities that meet QBE's
criteria and fit our strategic priority to further enhance our
product mix and geographic spread;

successfully reintegrate the Central European countries
with our other mainland European operations to deliver
profitable growth;

continue 1o deploy our specialist products to a wider client
base and 1o refine our underwriting delivery through more
diverse distribution channels;

focus on protecting our underwriting margins in the
anticipated competitive market conditions that will prevail
throughout 2007; and

continue to seek further operational and process synergies
Lo achieve cost reductions, particularly through our medium
term strategy to reduce our multiplicity of IT platforms.

2006 was an exceptional year in terms of profitability for our
European operations. The most pleasing aspect is that the
substantial majority of our portfalios preduced improved returns
for our shareholders. The now expanded European operations
provides us with new opportunities and challenges to build on
our many products and strong postfolio management capabilities.

| appreciate the dedication, hard work and support of my team.
| particularly thank them for the significant contribution that they
have made to the very strong 2006 result.

Steven Burns

THE LAUNCH OF A NEW SYI'IDICATE

Launched o1 1 Octeber 2006, syndicate 605 is QBE's new dedicated,
specialist aviation syndicate. The ereatio 1 of syndicate 55b% represcnts 4
ma.or step torward it all aspects of QBL 5 involvemant in the speciahst
aerospace sector and bulds upon some -0 years of expenence in Austraha
and syndicate 586's aviation rensurance pook The new syndicate whicn

is basad in London and forms part of our Limit operations, will wnte a book
of business acrass tNrne Main sectors

INGURANCE
PHOFIT BATIO

26.3%

Comrpared witn 12.4% last year

« Airlines - commercial jat operators wit- upwards of 50 passengars per ancralt

+ General aviation - all classes of arrcratt nelicopters and airsnips up 10 a
maximum ot 50 seats

= Products - airports and third party sen.ce providers
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Desert bloom, Nevada. United States

With headquarters in New York, QBE the Americas writes
general insurance and reins irance business in the Us.
Central and South Amenca and Bermuda.
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the Americas

QBE the Americas is comprised of four main streams of insurance
and reinsurance busingss. The specialist insurance programme
husiness focuses on niche products and markets through
managing agents. Our general insurance business comprises
regional brands that focus on small to medium clienis throughout
the Americas 1o distribute insurance products through independent
and in-house agents. The Latin America division comprises general
insurance operations in Argeniina, Brazil and Colombia and
reinsurance businesses through our joint venture OBE Del Istmo
in Cotombia. Mexico, Panama and Peru. Finally. the fourth stream
is 0.r reinsurance business, supporting precominantly small to
mediuem insurers with limited expasure to major catastrophes.

QBRFE's operations in the Americas produced a recard
underwriting profit with a combined operating ratio of 89.7%
comparad with 92.9% last year. The improvemant was partly
due to higher overall average premium rates and a slightly lower
leve:l of catastrophes. There were a number of small 1ernado
and hail catastrophe losses in 2006,

Gross written premium increased 30% 1o $1.941 million and gross
gamed premium increased 31% to $1.876 million. This substantia
increase was due to acquisitions made in 2005 and 2006, higher
overall average increases in premium rates and a continued high
retention of business. Net earned premium increased 37% to
$1.153 million, The substantial difference between gross and net
eamed premium is due to proportional reinsurance ceded 1o highly
rated reinsurers for our specialist programme business. Of the
total reinsurance cost of $723 million, 63% related to proportional
reinsurance. Equator Re participates on a number of these
prooortional reinsurance programmes,

The net claims ratio was 55.9% compared with 60.0% last year.
Out continued low frequency of claims and our very 1ow exposure
10 lang tail casualty business has been beneficial, The commission
ratio was 25.6% compared with 25.5% last yaar with the small
inciease mainly due 1o tower profit commissions from proportional
reir surance protections. The expense ratio increased from 7.4%

10 8.2%, primarily fram the higher expense ratio on growlh in
general insurance business, increased staff incentives from
improved profitability and the cost of new |T.

General insurance business for 2006 was 77% of 1otal gross
written premium compared with 72% last year. This reflects
our strategy of focusing on general insurance business. The
combined operating ratio from our general insurance business
was 91.1% compared with 92.5% last year. Our reinsurance
business, which is primarily US regional and Latin American
pusiness, produced a combined operating ratio of 86.7%
compared with 53.5% last year.

The majority of products produced excellent underwriting
results as did the acquisitions made in 2005 and 2006. We
continue to focus on selected regional portfolios in the US
to ensure that we are not as exposed 1o major catastrophes
as athers who write nationwide accounts and large risks.

The last few months of 2006 have been very productive in our
acquisition activity. We have been fortunate 1o be able to make
two large acquisitions in late December 2006 and early January
2007 respectively which not only meet QBE’s acquisiticn criteria
but also provide further product diversification and increased
distrioution in the US. These acquisitions are subject 1o
regulatory approval

The acquisition of Praetorian Financial Group will more than
double the size of our specialist insurance programma business
written through managing agents. OBE has an excellent recerd of
profitanility in this type of business. The Praetorian Financial Group
was reactivated in 2005 to carefully select profitable specialist
insurance programmes from the over 250 written by the Clarendon
Insurance Group, a wholly owned subsidiary of Hannover Re.

The integration of Praetorian Financial Group's business into QBE.
utilising QBE's management approach, will mean that cur US
operations will have close to $3.1 billion of annuatised specialist
insurance programme gross written premium.

KEY RATIOS  THE AMERICADS
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The acquisition of Winierthur US complements the acquisitions
of National Farmers Union in late 2005 and the OneBeacon
agriculture business in 2006, with general insurance business
written through independent and in-house agents. Winterthur US
writes business mainly through two well known brand names,
General Casualty and Unigard. This acquisition will add 1.700
independent agents in 33 states of the US focusing on small

1o medium sized client business. The Winterthur US business
provides QBE with excellent infrastructure. including IT to grow
the general insurance business through the independent agency
stream in the US, The acquisition will increase our annualised
general insurance gross written premium 1o close te $2.2 billion.

Managing agents are full service agents for specific products using
appropriate delegated authorities, generating higher commissions
and low expense ratios. Independent agents are generally sales
agents selling products on behalf of a number of insurers.

In addition to the above, the Americas’ final two streams of business
comprise cur reinsurance operation, which is predominantly

regional US business of approximately $0.4 billion, and our Latin
America business of $0.2 billien. Qur focus for the next two

years will be on integrating the recent acquisitions in the US, the
achievement of $50 million of synergies atter tax and on building
our Latin America business. The recent acquisition of Seguros
Cumbre SA de CV in Mexico will provide us with an ideal base for
commencement of general insurance operations in Mexica, It has a
profitable commercial lines portfolio of small to medium sizec clients
with an expected annualised gross writien premiurm of $60 million.

The acquisitions mean that gross written premium is expected
to grow by more than 160% in 2007 and a further 20%

in 200B. As the Praetorian Financial Group and Winterthur

US acquisitions have a relatively low exposure to major
catasirophes, the cosi of our excess of loss reinsurance
protections will substantially reduce as a percentage of
premium to around 6% compared with 9% in 2006.

THE AMERICAR
COMBINE D
OPERATING HATIO

&9, 7 Yo

Compared wits §2,04% iast year

We expect additional profits after tax fram our new acquisitions

of $380 milticn in the first full year of operation betore synergies
and after the cost of funding. Longer term, we aim o exceed

this using our disciplined approach 1o portfolio management, our
continued focus on retum on capital allocated to the Americas and
our dedicated management of the products that we underwrite,

In 2008, QBE the Americas will be ¢lose to 40% of the Group's
gross written premium as a result of the acquisitions. Our team

is aware of the need to maximise the opportunities from our
existing excellent businesses and the new acquisitions, We

remain commitied 10 pricing adeguacy, underwriting integrity,
sound agency management and a counter-cyclical approach

to insurance and reinsurance on property, casualty and health
business using our admitted and non-admitted licences. Our
strategy of regular review of each pertfolio to improve performance
and product and geographic diversification has worked well for us.

OUR KEY OBJECTIVES FOR 2007 ARE:

» integration of the Pragtorian Financial Group and Winterthur
US portiolios and operations and the achievement of profit
targets and synergies;

continued focus on gradually expanding our presence in key Latin
American markets and integration of Segures Cumbre in Mexico:
to maintain discipline on pricing: and

to maintain high retention of our quality customers.

The board and management of QBE Group have given
managernent of QBE the Americas enarmous support with the
three acquisitions in recent months. Our objective is to deliver
the targeted returns and more.

| express my sincere appreciation for the enormous support
and dedication that | have received from our 1team over the

past 12 months, particularly their contribution to the strong

insurance profit for 2006 and their assistance on our recent
acquisition activity.

Tim Kenny

QBE THE AMERICAS  AGRI IBJUSINESS DIVISION

In Septomber 2006, QBE the Amencas toatriued 1ts strategy of tocused
diversification wiln the compleuon of thi previgusly announced acguisibion
of OneBeaacon Insurance Company 5 Agr busmess divisien

From its kansas offices, the new QBE Agr. division writes farm and rang commerca!
aghcultural and campan:on ings tiroughcat the US with a concentrauon in 12

core states QBL the Amercas 1s proud (¢ ~#eicome the division s emnloyees ano

INSURANGE
PHORT RATIO

maragament 45 members of s speciakst “surance team and wall continue 1o support
Ihe division's trusted relationships with its .ongstanding independent agent network

QBt Agn anucipates it will wiite over $115 millon in premium in 2007 Coupled

GHON OV
IR INIANAS!

witn the acquisiten of National Farmers Uon Insurance Company i 2000 and
1he acquisition of Wintertur US, QBE will be one of the leading agrcultural msurers 10

lhe US QBE s agneuitural based business vt now exceed $380 million in premium

Compared with 18,34y last vear
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Investments

Investment income for 2006 was ahead of budget and our overall internal
benchmarks. This outperformance was due ta interest rates being slightly higher
than anticipated, a conlinuation of strong equity markets and our decision to

be short duration on cash and fixed interest securities. The results for tne year
were achieved on a low risk investment strategy witn targets based on achieving
absolute returns. We have now outperfarmed the absolute return targets in
saven out of the past eight years since these targets were introduced.

We significantly outperformed external bencnmarks on cash and fixed interest
securities for our major pertfolios in the UK, US, Australian and Euro markets,
QOur shart duration stralegy has consistently worked for us during the recent
period of rising interest rates. We underperformed equity markets, primarily
because of our absolute return focus including the locking in of equity gains for
2006 in October. The equity denvatives were unwound in early January 2007

Mark ten Hove

G de eral Tanager e st nents

year. The Group's gross investment yield on cash and fixed interest securities
increased from 4.3% 1o 4.7% and the overall gross yield inciuding equities
was unchanged at 5.2%. The vield on cash and fixed interest securities
includes unrealised gains and losses to bring investments 1o market value.
Net investment income including borrowing costs and investment expenses
increased from $718 million 1o $822 million. The gross and net investment
income includes realised and unrealised gains on eguities of $104 million
before tax compared with gains of $130 million before tax last year.

. Gross investment income was 3385 millien compared with $843 million last

At 31 December 2006 we held listed equities at 8.6% of total investments

and cash. Our equity portfolio was invested 46% in Australia, 27% in the

UK, 15% in the US and 12% in portfolios in other countries. Our casn and

fixed interest portfolios had an average maturity of 0.4 years which we have
subsequently lengthened to around 0.7 years in January 2007. We will increase
the duration as scon as we believe the interest rate cycles have reached their
peak. The strong cash flow and acquisitions in 2006 have resulted in a 14%
ingrease in investments and cash from $17.6 billion at 31 December 2005 1o
$20.0 billion at 31 December 2006

We continue to maintain a policy of matching liabilities with assets of the
same currency so far as practicable and matching all “tradeable” overseas
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shareholders' funds back into Australian dollars. The nature of
our business is such that we will have slight mismatches from
time to time.

The recent acquisitions in the US together with anticipated
cash flow will bring investments and cash to close tc $28 billion
by the end of 2007, This, together with the recent interest

rate increases in Australia, the US, Euro markets and the UK
will be beneficial for investment income in 2007. We will
continue our low risk absolute return strategy. For 2007, this
means a relatively short duration fixed income portfolio and

for equities. which are held mainly to suppari our shareholders’
funds, maintaining a portfolio slightly less than 10% of total
investments and cash.

We expect interest rates to remain relatively unchanged in the
US, Australia and the UK, and recent indications suggest that
some equity markets will continue 1o rise atbeit at a considerably
lower rate than the past three years. Qur comprehensive
investment model, which enables us to review the implications
of numerous investment scenarios and asset allocations,
continues to be a valuable tool for actively managing our
investment portfolio and monitoring our absolute return strategy.

DUR Y O3-S EDA 2007 ARE TO

+ achieve or outperform our absolute return targets far 2007;
integrate the new portfolics from the US acquisitions;
upgrade funds management and treasury systems;
continue to invest in our people: and

reduce funds management costs as a percentage of funds
under management to competitive levels.

The investment team is very pleased with its outperformance
of our financial targets and internal benchmarks for 2006.

| would like to take this opportunity to thank my team for their
contribution and hard work during the past year.

Herbour seascape, Sydncy Ausiralia
Mark ten Hove pe. oyuney

TOTAL INVESTMENTS AND CASH

AS XY 31 DECEMBER 2008 31 DECEMBER 2005
M % M %
Casn 1,019 5.1 1.061 60
Snort term money 10,040 50.3 8,292 471
Fixed mterest se.cuntivs and otner 7.134 35.7 7.L37 429
Lou tes 1,741 87 674 38
Insestment groperties 38 0.2 JJ 0.2
Tota! nvestrents and cash 19,972 100.0 17,597 000

CURRENCY miIX

MARXET VALUE 2008 2005 MARKET VALUE OF TOTAL 2006 2005
OF EQUITIES % % INVESTMENTS AND CASH % %
Australian doliar 46 b4 Australian ¢ sdar 28 30
Stering 27 37 Stering 35 34
JS dotlar 15 2 US doilar 24 23
Other 12 7 Otwe 13 3
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DUNCAN BOYLE

BA_ FCii. AGE 55

Mr Boyle was appoinied an independent non-executive director
of QBE in September 2006. He is a member of the audit and
remuneration commiitees. Mr Boyle has 34 years of insurance
experience working in Australia, New Zealand and the UK,

JOHN CLONEY

ANZIF FAIM. FACD, AGE bt

CHAIRMAN

Mr Cloney joined QBE as managing director in 1981, He retired in
January 1998, at which time he became a non-executive director,
He was appointed deputy chairman in April 1998 and chairman
in October 1998, He is chairman of the chairman’s and funding
commitiees, and a member of the invesiment and remuneration
commitiees. Mr Cloney is a director of ABN AMRO Australia
Holdings Piy Limited, Boral Limited and Maple-Brown Abbott
Limited. He is chairman of the Create Foundation and a trustee
of the Sydney Cricket & Spors Ground Trust.

FRANK Q'HALLORAN

FCA, AGE 60

CHIEF EXECUTIVE OFFICER

Mr O'Halloran was appointed chief executive officer in January
1998 and is a member of the chairman's, funding and investment
committees. He joined QBE in 1976 as Group financial controller.
He was appointed chief financial officer in 1982, joined the board
as director of finance from 1987 to 1994 and was director of
operations frem 1994 to 1997. He has had extensive experience
in professional accountancy for 14 years and insurance
management for over 30 years.

|SABEL HUDSON

MA, FCIl, AGE 47

Ms Hudson is basad in the UK and was appointed an
independent non-executive director of GBE in November 2005.
She is a member of the audit and remuneration commitiees.
Ms Hudson is chief executive of Synesis Life Limited. She is a
member of the commitiee of Scope, a UK charity.

LEN BLEASEL AM

FAIM. FAICD. AGE 64

Mr Bleasel was appointed an independent non-execulive
director of QBE in January 2001. He is chairman of the
remuneration committee and a member of the audit committee.
Mr Bleasel is chairman of ABN AMRC Australia Holdings Pty
Limited. He is also chairman of the Zoological Parks Board of
NSW and is on the advisory boards of various charities.

IRENE LEE

BA. BARRISTER AT LAW AGE 53

Ms Lee was appointed an independent non-executive director
of QBE in May 2002. She is chairman of the audit commitiee
and a member of the funding and investment committees.

Ms Lee is executive chairman of Mariner Bridge Investments
Limited and is a director of Ten Network Holdings Limited and
ING Bank {Australia} Limited. She is a member of the Takeovers
Panel, the advisory council of JP Morgan Australia and the
executive council of the UTS Faculiy of Business. Ms Lee is also
a trusiee of the Art Gallery of New South Wales.

THE HON NICK GREINER AC

BE.. MBA. AGE 59

Mr Greiner was appointed an independent non-executive
director of QBE in September 1992. He is a member of the
audit, chairman's, funding and remuneration committees, He

is chaisman of Bradken Limited and Bilfinger Berger Australia.
and deputy chairman of Stockland Trust Group. He is a director
of BlueFreeway Limited and McGuigan Simeon Wines Limited.
He is a trustee of the Sydney Theatre Company and a governcr
of the Committee of Economic Development of Australia.

BELINDA HUTCHINSON

BE FCA AGE b3

Ms Hutchinson was appointed an independent non-executive
director of QBE in September 1297, She is chairman of the
investment committee and a member of the audit and funding
committees, She is a director of Coles Group Ltd, St Vincent's
& Mater Health Sydney Limited and Telstra Corporation Limited.

CHARLES IRBY

FCA ([ENGLAND b WALES: AGE 6

Mr irby is based in the UK and was appointed an independent
non-executive director of QBE in June 2001. He is a member of the
investment committee and chairman of the Eurcpean operations’
audit committee. He 1s chairman of Aberdeen Asset Management
plc and a director of Great Portland Estates plc and North Atlantic
Smaller Companies Investment Trust plc. Mr Irby is also a trusiee
and governor of King Edward VII's Hospita! Sister Agnes.
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Corporate governance statement

This siatement aims to disclose as clearlv and objectively as possibie QBE's corporale
goverrance standards ard practices so that they can be reacily understood by our
saarehotders, policyholaers and other stakenolders QBE also continaes to focus on other
pqually Important issues such as tne strengt~ of 1ts outstanding claims provision, ine I3 .ality
of 11s reinsurers and tne depth of its culture of nunesty, Mtegnty =nd busi~ess acumer

Duncan Ramsay
Goera counsel and company secrelary

BOARD OF DIRECTORS

Directors are selected 1o achieve a broad range of skills, experience and
expertise complamentary to the Group's activities. These details for individual
directors are included on page 45 and can also be found on the QBE

waebsite. The board comprises nine directors being the chairman, the chief
executive officer and seven independent non-executive directors using the
“independence” definition of the ASX Corporate Governance Council. Applying
this definition, the board has determined that a non-execulive director’s
relationship with QBE as a professional adviser, consultant, supplier. customer
or atherwise is not material unless amounts paid under that relationship
exceed one per cent of the Group's revenue or expenses.

The roles of chairman and chief executive are not exercised by the
same individual.

As a general guide, the board has agreed that a non-executive director’s
term should be approximately 10 vears. The board considers that a
mandatory limit on tenure would deprive the Group of valuable and relevant
corporate experience in the complex world of international general insurance
and reinsurance. The Hon NF Greiner AC has been a non-executive director
for more than 10 years, and he wiil retire at the 2007 AGM in Aprit.

The chairman has 50 years involvernent in the insurance industry, including
over 17 years as managing director of QBE until he retired in January

1998. He became chairman in October 1998. The chairman’s former
executive capacity with QBE has been fully disclosed to shareholders, who
re-elected him as a director by an averwhelming majority at the 2008 AGM.
(QBE’s other directors consider that the ¢chairman exercises independent
judgment, Further, they believe it is in shareholders’ and policyholders’
interests to retain his wealth of experience and have resclved that he should
continue in that rote. However, the cnairman is not considered 1o be an
“independent” director as recommended by the ASX Corporate Governance
Council because there was less than a three year period between nim acting
as managing director and being appointed chairman.

The chairman oversees the performance of the board, its commitiees and
each director. The board review procedure involves a pericdic assessment
of the entire board. with the review of each director comprising a
combination of written questions and answers covering the areas concerned
together with an interview with each director. The chairman reports the
gverall result to the board as a whole and it is discussed by all directors.
This review procedure is a precursor to other directors determining whether
to support, via the notice of meeting, a non-executive director for re-election
at an AGM.

QBE's constitution provides that no director except the chief executive
officer shall hold office for a continuous periad in excess of three years or
past the third annual general meeting following a director’'s appaintment,
whichever is the longer, without submission for re-election at the next AGM.
Under QBE’s constitution, there is no maximum fixed term or retirement age
for nen-executive directors.

Directors advise the board on an ongoing basis of any interest they have

that they believe could conflict with QBE’s interests. If a potential conflict
does arise, either the director concerned may choose not to, or the beard
may decide that he or sha should not. receive documents or take part in

board discussions whilst the matter is being considered.




Under OBE’s constitution, management of the Group is
vested in the board. In particular, the board:

.

oversees corporate governance;

selects and supervises the chief executive officer:
provides direction 10 management;

approves the strategies and major policias of the Group;
monitors the achievernent of strategies and palicies;
monitors performance against plan;

considers regulatory compliance; and

reviews human resources (including succession planning).
inforration technology and cther resources.

-

-

.

The board ensures it has the information it requires to be
effective including, where necessary, external professional
advice. A non-executive director may seek such advice at the
company’s cost with the consent of the chairman. All directors
would receive a copy of such advice. Non-executive directors
may attend relevamt external training courses at QBE's cost
with the consent of the chairman.

Strategic issues and management’s detailed budgets and three
vear business plans are reviewed at least annually by the board.
The hoard receives updated forecasts during the year, Visits by
non-executive directors to the Group's offices in key locations
are encouraged. To help the board 19 maintain its understanding
of the business and to effectively assess management, directors
have regular presentations by the divisional chief executive
officers and other senior managers of the various divisions

on topics including budgets, three year business plans and
operating performance. and have contact with senior employees
at numerous times and in various forums during the year. The
board meets regularly in Australia and at least once a year
overseas. Each meeting normally considers reports from the
chief executive officer and chief tinancial officer together with
other relevant repons. The board regulary meets in the absence
of management. The chairman and chief executive officer in
particular, and board members in general, have substantial
contact outside heard and committee meetings.

COMMITTEES

The board is supported by several committees which

meei regularly to consider the audit process, investments,
remuneration and other matters. The main committees of the
hoard are the audit committes, the investment commitiee
and the remuneration committee. These committees operate
under a written charter approved by the board. Any non-
executive director may attend a commitiee meeting. The
cammitiees have direct and unlimited access to QBE's
senior managers during their meetings and may censuit
external advisers when necessary at QBE's cost, including
requiring their attendance al commitiee meetings. Committee
membership is reviewed regularly.

In addition, the board has established a chairman’s
commitiee, comprising the chairman, a non-executive
director, currentty The Hon NF Greiner AC, and the chief
executive officer, and a funding committes, comprising

the chairman, The Hon NF Greiner AC, Ms BJ Hutchinson,
Ms IYL Lee and the chief executive officer. These committees
meet as required, including to deal with such matters as are
referred by the board from time to time.

The board regularly discusses its composition and is involved in .
the selection of new members. All directors are members of the

nomination committee. External consultants may be engaged

where necessary to search for prospective board members.

The board has adopted non-executive directar nomination

guidelines. As a relatively small board of nine directers (including

the chief executive officen). the directars believe that this is an

efficient mechanism for dealing with this issue.

Details of directors’ attendance at board and committee
meetings are outlined in the table of meeting attendance

set out in the directors’ report on page 55. A report on each
committee’s last meeting is provided to the next board meeting.
The company secretary acts as secretary to all committees.

Audit committee

The membership of the audit committee may only comprise
non-executive directors. The audit committee normally meets
four times a year. The chairman must be a non-executive director
who is not the chairman of the board. The current members are
Ms IYL Lee (chairman), Mr LF Bleasel AM, Mr DM Boyle, The
Hon NF Greiner AC, Ms IF Hudson and Ms BJ Hutchinson.

The role of the audit committee is 10 oversee the integrity
of QBE’s financial reporting process. This includes review of:

the quality of financial reporting to the Australian
Securities and Investments Commission {"ASIC"), ASX
and shareholders.

the consolidated entity's accounting policies, practices
and disclosures; and

the scope and outcome of external and internal audits,

The audit committee’s responsibilities include the financiat
statements {including items such as the outstanding claims
provision, reinsurance recoveries and income tax}, external
and internal audit, risk management, internal cantrols,
compliance other than regulatory compliance and significant
changes in accounting policies.

The chairman of the board and other non-executive directors
normally attend audit committee meetings which consider

the 30 June and 31 December financial reports. Meetings of
the audit committee narmally include, by invitation, the chief
exacutive officer, the chief financial officer, the chief operating
officer, the chief actuarial officer, the chief risk officer, the Group
internal audit manager and the external auditor. On occasion,
other relevant senior managers also attend,
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The audit commitiee has direct and unlimited access to the external
auditor. The external auditor, the Group internal audit manager and
the chief actuarial officer have direct and unlimited access (o the
audit committee.

The chief executive officer and chief financial officer provide the board
with certificates in relation to the financial reports and risk management as
recommended by the ASX Corporate Governance Council and as required
by the Corporations Act 2001

External auditor independence

QBE firmly believes that the external auditor must be, and must be seen
10 be. independent The external auditor confirms its independence in
relation to the 30 June and 31 December financial reports and the audit
committee confirms this by separate enquiry. The audit committee has
contact with the external auditor in the absence of management in relation
to the 30 June and 31 December financial repoerts and otherwise as
required. The external auditor normally confers with the audit committee
in the absence of management as part of each meeting.

QBE has issied an internal guideline on external auditor independence.
Under this guideline, the external auditor is not allowed (o provide the

excluded services of preparing accounting records, financial reports or
asset ar liability valuations. Furthermore, it cannot act in a management
capacity. as a custodian of assets or as share registrar.

The board believes some non-audit services are appropriate given the
external auditor's knowledge of the Group. QBE may engage the external
auditar for non-audit services other than excluded services subject to the
general principle that fees for non-audit services should not exceed 30%
of all fees paid to the external auditor in any one financial vear. External
tax services are generally provided by an accounting firm other than the
external auditor.

The external auditor has been QBE's auditar for many years. As a diverse
international group, QBE requires the services of one of a limited number
of international accounting firms to act as auditor. it is the practice of
OBE to review from time to {ime the role of the external auditor. The
Corporations Act 2001, Australian professional auditing standards and the
external auditor's own policy deal with rotation and require rotation of the
lead engagement partner after five years. In accordance with such policy,
the lead engagement partner of the external auditor rotated in 2004.

Investment commitiee

The membership of the investment commitiee comprises four non-
exgcutive directors and one executive director. The investment committee
nermally meets three times a year. The chairman must be a non-executive
director who is not the chairman of the board. The current members are
Ms BJ Hutchinson (chairman), Mr EJ Cloney, Mr CLA troy, Ms {YL Lee

and Mr FM O'Halloran. Meetings of the investment committee normally
include. by invitation, the Group general manager, investmants, the chief
financial officer and the chief operating otficer.

The role of the investment commillee is to oversee OBE's investment
activities, This includes review of:

+ investment objectives and strategy;

+ investment risk management;

- currency. equity and fixed interest exposure limits;

«+ credit exposure limits with financial counterparties; and
+ Group treasury.

The investment committee’s respensibilities include review of
economic and investment corditions as they relate to GBE, approval of




management’s recommended investment strategy and review
of investiment performanca, including the performance of
QBE's defined benefit superannuation funds.

Remuneration committee

The membership of the remuneration commitiee may

only comprise non-executive directors. The remuneration
committee normally meets four times a year. The chairman
must be a non-executive director who is not the chairman

of the board. The current members are Mr LF Bleasel AM
{chairman), Mr DM Boyle, Mr EJ Cloney, The Hon NF Greiner AC
and Ms IF Hudson. Meetings of the remuneration commitiee
narmally include, by invitation, the chief executive officer,
the chief operating oificer and the Group general manager,
human resqurces.

The role of the remuneration commitiee is to oversee
QBE's general remuneration practices. The remunegration
committee’s responsibilities include:

recommendation of the total remuneration cost ("TRC")

of the chief executive officer and approval of the TRC of
the Group operations executive and Group head office
management;

review and approval of short and long term incentives such
as equity based plans;

review of superannuation;

review of performance measurement criteria, succession
plans and other major human resource practices;

review of personal development plans for the Group
executive and other senior positions; and
recommendations on non-executive director remuneration.

QBE has operations and staff in 44 countries with differing
laws and customs. QBE's remuneraticn pelicy therefare
needs to reflect the fact that QBE is a global organisation,
whilst also taking into account lecal remuneration levels
and practices.

Details of remuneration

Details of remuneration of employees and non-executive
directors, including employee entittements under the Employee
Share and Option Ptan and the Deferred Compensation Plan,
are included in the remuneration report on pages 57 to 67 and
in notes 27 and 28 to the financial statements.

RISK MANAGEMENT

QBE’s core business is the underwriting of risk. The Group's
successful performance over many years clearly establishes
its substantial risk management credentials.

Diversification is used as a tool to reduce the Group's overall
insurance risk profile by spreading exposures, thersby
reducing the volatility of results. QBE's approach is (o
diversify insurance risk. both by product and geographically.
Product diversification is achieved through a strategy of
developing strong underwriting skills in a wide variety of
classes of business. A combination of core and specialty
products under the control of proven employees skilled in
such products allows QOBE to lead underwrite in many of the
markets in which we operate. Geographic diversification is
achieved by operating in 44 countries.

QBE has a global risk management framework that defines
the risks that QBE is in business to accept and those that
wae are not, together with the key risks that QBE needs to
manage and the framework and standards of control that
are needed to manage those risks.

The foundation of our risk management is the obligation
and desire to manage our future and create wealth for our
shareholders by maximising profitable opportunities through:

adequate pricing of risk;

avoiding unwelcome surprises by reducing uncertainty and
volatility, such as by controlling aggregaie exposures and
maintaining sound reinsurance arrangements;

optimising risk and more effectively allocating capital and
resources by assessing the balance of risk and reward;
achieving competitive advantage through better

-

understanding of the risk environment in which we operate;

complying with laws and internal procedures; and
« improving resilience to external events.

The Group has esiablished internal controls to manage risk in
the key areas of exposure relevant 1o its business. The broad
Tisk categorias are insurance risk, acquisition risk, operational
risk and funds management and treasury nisk. Internal
controts and systems are designed to provide reasonable
assurance that the assets of the Group are safeguarded,
insurance and invesiment exposures are within desired
limits, reinsurance protections are adequate, counterparties
are subject to secutity assessment and foreign exchanga
axposures are within predetermined guidelines. The board
approves annually a comprehensive risk management
strategy {"RMS”) and reinsurance management strategy
(“REMS"}, both of which are lodged with the Australian
Prudential Regulation Authority ("APRA’). The RMS deals
with all areas of significant business risk to the Group. The
REMS covers topics such as the Group's risk tolerance and
the Group's strategy in respect of the selection, approval
and monitoring of all reinsurance arrangements. The Group
security commilles assesses reinsurer counterparty security.
This management commitiee normally meets four times a
year and holds special meetings as required.

White the RMS and REMS are approved by the board, QBE
believes that managing risk is the responsibility of the Group
head office and the business units, and that all staff need

1o understand and actively manage risk. The business units
are supporied by compliance teams and by Group senioy
management. Further information is provided on pages 18 and
12 of the annual report and in notes 4 and b to the financial
statements.

internal audit

A global internat audit function is criticat to the risk
management process. QBE’s internal audit function reporis
1o senior management and the audit committee on the
monitoring of the Group's worldwide operations. Internal
audit provides independent assurance that the design and
operation of the controls across the Group are effective. The
internat audit function operates under a written charter from
the audit committee. Other governing documents include a
reporiing protocol, internal audit manual, internal audit rating
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system, iniernal audit opinion ievels and internal audit timetables. A risk
hased internal audit approach is used so that higher risk activities are
reviewed more frequently. The Group's internal audit teams work tagether
with the external auditor 1o provide a wide audit scape.

Delegated authorities

QBE has operated under an extensive wiiiten system of delegated
authorities for many years. In particular, a written delegated autharity
with specified limits is approved by the board each year 1o enable the
chief executive officer to conduct the Group's business in accardance
with detailed budgets and business plans. This authority deals with
topics such as undenwriting, reinsurance proiecuon. claims, investments,
acquisitions and expenses. The chief executive officer delegates his
authority to managemeant throughout the Group on a selective basis taking
into account expertise and past performance. Compliance with delegated
authorities is closely monitered by management and adjusted as required
for actual performance, market conditions and otherwise. Management
and the Group's internal audii teams review compliance with delegated
authorities and any breach can lead to disciplinary procedures. including
dismissal in serious cases.

Actuaria! review

it is 5 longstanding practice of the directors 1o ensure that most of the
Group's insurance lizbilities are assessed by actuaries. The Group's
outstanding claims provision is reviewed by experienced internal actuarial
staff. The chief actuarial officer 1s based in head office and there are
over 90 actuarial staff who are involved in forming an independent view,
separate from management, of the central estimate and the probability
o} adequacy of the outstanding claims provision and premium liabibties,
premium rates and related matiers. Approximately 90% of QBE's
outstanding claims provision is also reviewed by external actuaries at
least annually, Mast external actuaries are from organisations which are
not associated with the external auditor.

Insurance ancd other regulation

General insurance and., 1o a lesser extent, reinsurance are heavily regulated
industries. In addition to the Group's accounting, legal, tax and other
professional teams, each division has compliance personnel and there is

a Group risk and compliance manager based in head office. In Australia,
regulators include ASIC, the Australian Competition and Consumer
Commission, APRA, the Australian Privacy Commissioner and relevant
state authorities for compuisory third party motlor inswance and workers’
compensation insurance. These regulatory badies enforce laws which

deal with a range of issues, including capital requirements and consumer
protection. Similar local laws and regulations apply 1o the Group's operations
outside Australia.

COMMUNICATION AND GUIDELINES

Continuous disciosure

ASX Listing Rule 3.1 requires QBE to inform the ASX immediately

once QBE is or becomeas aware of any information concerning it that a
reasonable person would expect 1o have a material effect on the price or
vaiue of QBE’s shares. Procedures are in place to ensure that items which
potentially require announcement to the ASX are promptly notified to head
office for assessment and refeased as required. The chief executive officer
is responsible for autherising the release of market announcements. All
market announcements are posted promptly to the Group's website.




OBE takes the spirit of its continupus disclosure abligations
very seriously and issues frequent market announcements
during the year to satisfy those obligations. A list of the
material announcements made since 1 January 2008 is
included on page 144,

Communication with shareholders

QOBE distributes an annual report to all shareholders except
those who elect not to receive it. OBE also produces

a half year report. with a results summary sent to all
shareholders except those who elect not to receive it.

Both reports are available on the QBE website. The websile
also contains historical and other details on the Group.
Shareholders can discuss their shareholding with either the
shareholder services department or the share regisirar, both
located in Sydney.

The AGM is hetd in Sydney each year, usually in April.
Shareholders are encouraged 10 attend the AGM in persan
or by proxy. Most resolutions in the notice of meeting have
explanatory notes. During the AGM, shareholders may ask
guestions of either the chairman or the external auditor.

Communications with analysts, investors,

media and aothers

The chief executive officer, chief financial officer, divisional
chief executive officers, chief operating officer, chief risk
officer and generai counsei and company secretary generally
deal with analysts, investors, medis and others, taking
account of regulatory guidelines including those issued by
the ASX on continuous disclosure. The presentations on
the 30 June and 31 December rasults and other major
prasentations are sent 10 the ASX before the preseritations
commence and are available promptly on the Group's
website. The 30 June and 31 December presentations are
also generally webcast.

Share trading guidelines

The company has guidelines for directors and senior Group
executives relating 1o the purchase and sale of securities
of the company. These are in addition 1o the insider trading
provisions of the Corporations Act 2001, in particular, the
guidetines state that directors and senior Group executives
should:

+ never actively trade the company's securities;

« not hedge unvested entitlements: and

« notify any intended transaction to nominated people
within the Group.

The guidelines identify set periods during which directors

or senior Group executives may buy or sell the company’s
securities, being three o 30 days after each of the release of
the company’s half year results, the release of the company’s
annual report and the date of the AGM, and also three days after
the issue of any prospectus until the closing date. Any QBE
share dealings by directors are prompily notified to the ASX.

Other Group guidelines

The Group has adopted a code of conduct for Australian
operations. Group head office and Group investment divisian,
which forms the basis for the manner in which these
employees perform their work. The code of conduct requires
that business be carried out in an open and honest manner

with our customers, shareholders, employees, regulatory
bodies. outside suppliers, intermediaries and the community
at large. The code also deals with confidentiality, conflicts

of interest and related matters. The non-executive directors
have adopted a code of conduct for themselves which is
substantially the same as the code above.

Other divisions have or are developing codes of conduct
hased on the Group code above, with some differences
to allow for the requirements of the particular country or
countries in which the division operates.

There are other Group policies covering anti-discrimination,
employment, harassment, QBE essential behavigurs, health
and safety, privacy. whistle-blowing and many other business
practices. These policies are underpinned by the Group’s vision
and values statements. The vision and vatues statemants form
part of the induction information given to new employees.

One of the core values of the Group is integrity.

QBE in Australia follows the general insurance code of
practice. a self-regulated code devetoped by the Insurance
Council of Australia relating to the provision of products and
services to customers of the general insurance industry of
Australia. A revised code commenced in July 2006.

QBE in Australia is a member of the Insurance Ombudsman
Service, an ASIC approved external dispute resolution body
for insurance disputes between consumers and insurers.
Similar insurance practice rules apply to the Group in certain
other countrigs cutside Australia.

Details of indemnification and insurance arrangements are
included in the directors’ report on page b4.

The fallowing documents are available in the corporate
povernance area of OBE's website or on request from the
company secretary:

* board charter;

+ audit, investment and remuneration committee charters:
* ngn-executive director nomination guidelines;

« code of conduct for non-executive directors:

« code of conduct for Australian operations, Group head
office and Group investment division;

guidelines for dealing in securities of QBE Insurance
Group Limited or other companies by directors and
senior Group executives;

+ continuous disclosure guidelines; and

+ sharehalder communication guidetines.

Environmental issues

QBE is a corporation involved in an industry that seeks 1o

play an role. in conjunction with governments, individuals

and organisations, in managing and reducing environmental
risk. In an initiative 10 collaborate with the United Nations
environment programme, QBE, tegether with a number of
other major international insurers, is a signatory 0 a statement
of enviranmental commitment by the insurance industry.
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DIRECTORS” REPORT

FOR THE YEAR ENDED 31 DECEMEER 2008

Your directors present their repott an the consolidated entity consisting of GBE Insurance Group Limited and the entities
it zontrolled at the end of or during the year ended 31 December 2006.

DIRECTORS

The following directors held office during the whole of the financial year and up to the date of this report:

EJ Cloney (chairman)
LF Bleasel AM

The Hon NF Greiner AC
IF Hudson

B.l Hutchinson

CLA Irby

I¥L Lee

FtA O'Halloran

Mr DM Boyle was appointed as a director on 28 September 200€.

Al the 2007 annual general meeting ("AGM"), The Hon NF Greiner AC will retire. Mr Blease! will retire by rotation and offers himself
for re-election. Mr Boyle retires in accordance with article 74 of the company’s constitution and offers himself for re-election.

Datails of the directors and their gualifications are provided on page 45.

CONSOLIDATED RESULTS

2006 2005
M ™
Revenue
Premium revenue 10,06% 9171
Qther revenue 1,768 2,848
Net fair value gains on financial assets 207 217
Net fair value gains (losses} on investment properties 6 (M
Realised (loss} gain on sale of controlled entities (1) 11
Investment income — ABC financial assets pledged for tunds at Lloyd's 122 84
12,17 12,428
Expenses
Outward reinsurance premium expense 1,911 1,785
Gross claims incurred 5,528 6,744
Other expenses 2,449 2,178
Expenses — ABC securities for funds at Lloyd's 143 1M
Finance costs 128 96
Profit before income tax 2,012 1,623
Income tax expensa 519 425
Profit after income tax 1,493 1,088
Net profit atiributable to minority interast 10 7
Net profit after income tax attributable to members of the company 1,483 1.091
PROFIT

The directors are pleased to announce a 36% increase in net profit after income tax to $1.483 million for the year ended
31 December 2006 compared with $1.091 million tast vear. The significant increase in profit reflects the continuation of
favourable insurance conditions, the benefit of premium growth from acquisitions, the Group's geographic and product
diversification, conservative reinsurance protections and improved investment yields.

DIVIDENDS

The directors are also pleased to announce a final dividend of 55.0 cents per share. 80% franked. for the year ended

31 December 2006 The total dividend for 2006 is 95.0 cents per share, up 34% compared with 71.0 cents per share for the year
ended 31 December 2005. The final dividend payout, including shares issued under the Dividend Reinvestment Plan {"DRP"} and
the Dividend Election Plan {"DEP™), is $452 million compared with $302 million last year. The DRP and DEP have been reinstated
after having been suspended for the interim dividend in September 2008. The franking account balance on a tax paid basis, after
taking into account the final dividend franked at 60%, is a surplus of $90 million



DIRECTORS REPORT

FOR THE YEAR ENDED 31 DECEMBER 2006

ACTIVITIES

The principal activities of the company and its controlled entities during the year were underwriting general insurance and
reinsurance risks. management of Lloyd’s syndicates and investment management.

SHAREHOLDERS® FUNDS

Shareholders’ funds increased during the year by 23% to $6,283 million at 31 December 2006. The number of shares advised
1o the Australian Stock Exchange increased from 794 million to 819 million mainty due to the conversion of hybrid securities
and the reinvestment of dividends.

REVIEW OF OPERATIONS

Gross earned premium was $10,069 million, up 10% from tast year. Premium growth was assisted by the acquisitions made in
2005, a continued high retention of business and the overall average increase in premium rates. New business growth was less
than anticipated due to competition and our unwillingness to write business that did not meet our profit targets. Net earmned
premium increased 10% 1o $8,158 million. After the elimination of internal reinsurance with our captive Equator Re, the Group's
cost of reinsurance reduced as a percentage of gross written premium even though we incurred significant rate increases on the
protections purchased for our reinsurance operations.

The ratio of claims, commissions and expenses to net earmed premium (combinad operating ratio) was 85.3% compared with
89.1% last year. All divisions produced strong underwriting results. The net claims ratio was 55.8% compared with 52.9% last
year reflecting lower large catastrophe claims and the continued low frequency of attritional claims on mest of our portfolios.
Net claims above $2.5 million from catastrephes and large individual risk losses in 2006 were 10.0% of net earned premium
compared with 11.7% last year. The commission ratio increased slightly from 16.9% to 17.0% reflecting a change in the mix
of business. The expense ratio was 12.5%, up slightly from 12.3% last year, mainly due to the acquisitions of intermediaries
in Australia and higher IT costs.

Australia Pacific Asia Central Europe

Australian general insurance combined operating ratio was 82.9% compared with 83.6% last year. The strong result was achieved
from a continued low frequency of claims together with high customer retention and the lapsing of business which did not meet
our profit criteria due to increased competition. Net earned premium of $2,051 million was up 2% from the last year. Growth was
affected by a reduction in overall average premium rates. The claims ratio decreased from 56.1% to 559%. The commission ratio
decreased from 12.7% to 11.8% mainly due to benefits from the acquisition of intermediaries. The expense ratio increased from
14.8% last year to 15.2% due to expenses of the new intermediaries and higher [T costs to improve efficiency.

Pacific Asia Central Europe combined operating ratio was 84.4% compared with 82.3% last year. The deterioration was mainly
due 1o premium rate reductions and an increase in the frequency of large property claims. Premium growth was affected by a
reduction in overall average premium rates and increased competition. Net earned premium increased by 5% 10 $563 million.
The claims ratio increased from 40.8% to 42.0%. The commission ratio increased from 18.7% to 20.4% reflecting a change in
the gecgraphic and product mix of business and slightly higher commissions (o retain business. The expense ratio decreased
from 22.8% to 22.0% even though we commenced implemantation of new |T systems in a number of countries.

European operations

This division comprises two main business units: QBE Insurance {Europe) and our Lloyd's division trading as Limit. QBE
insurance (Europe). which includes company operaticns in the UK, Ireland and Western Eurcpe, reportec net earned premium
growih of 13% to $2,209 miliion. Premium growth benefited from the acquisitions made in 20056, partly offset by the transfer
of reinsurance business to Limit and the effects of competition. The division produced a combined operating ratio of 88.8%
compared with 90.0% last year. The combined operating ratio reflects the continued low frequency of claims in the majority
af portfolios, partly offset by an increase in large individual risk claims. The net claims ratio was 62.2% compared with 62.3%.
The commission ratio decreased from 15.3% to 14.5% from a change in the mix of business, primarily the effect of the British
Marine acquisition. The expense ratio decreased from 12.4% last year to 12.1%, reflecting further synergies from restructures
previously announced.

Lloyd's division combined operating ratio was 82.1% compared with 94.5% tast year, reflecting the lower level of large
catastrophes during the year and higher premium rates. principally on US catastrophe-exposed property and energy business.
Net earned premiurm reduced by 6% to $7,644 million due 10 increased competition and the effect of new proportional
reinsurance to Equator Re. The claims ratio reduced from 63.6% to 49.4%. The commission ratia increasead from 20.3% to 20.7%
due to a change in the mix of business. The expense ratio increased from 10.6% last year to 12.0% due to higher incentives for
increased profits, lower prefit commissions from third party capital providers and increased IT costs due to the implementation of
new systems.
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the Americas

This division reported net earned premium growth of 37% to $1,153 million dug to the impact of the acquisitions made in 2005
and early 2006, higher overall average increases n premium rates and a continued high retention of business. The combined
operating ratio was 89.7% compared with 92 9% last year due to the higher premium rates and a lower level of catastrophe
claims. Tne net claims ratio decreased from 60.0% to 55.9%. The commission ratio increased marginally from 25.5% last year to
2E.6% mainly due to lower profit commissions from proportional reinsurance protections. The expense ratio increased from 7.4%
to 8.2% due 1o the higher expense ratic on growth in general insurance business, increased incentives for improved profitability
and greater costs of new T systems.

The provision for outstanding claims for the majority of Group entities is determined after consu!taticn with internal and external
actuaries. The outstanding claims assessment takes into account the statistical analysis of past claims, allowance for claims
incurred but not reported, recoveries and future interest and inflation factors. As in previous years, the directors consider that
substantial risk margins are required in addition 1o actuaria! central estimates 10 cover uncertainties such as latency claims,
changes in interest rates and superimposed inflation. The APRA prudential standards provide that. for our Australian licensed
insurers, outsianding claims must be set at a level that provides a probability of at least 75% that the provision for outstanding
claims will be adeguate to settle claims as they become payable in the future. The directers and managament have set an
internal target range of 85% to 94% and the directors have satisfied themselves that the Greup's outstanding claims provision

is slightly in excess of the high end of this range.

Net investment income increased 14% to $822 million reflecting the higher interest rates, strong cash flow from operations.
strong equity markets and the short duration portfolio. The result includes net fair value gains on equities of $104 million
{3130 million gain last year) and foreign exchange gains of $18 million {$3 million gain last year). The gross investment vield
before finance costs, exchange gains and losses and investment expenses was unchanged at 5.2% compared with last vear.

Income tax expense for the period reduced from 28% of protit tefore tax last vear to 26%, primarily due to higher profits earnec
in lower tax countries, including Bermuda, the base for our captive reinsurer. Equator Re.

GROUP INDEMNITIES

Articte 115 of the company's constitution provides that the company indemnifies past and present directors, secretaries or
other officers against any liability incurred by that person as a director, secretary or other officer of the company or its controlied
entities. This indemnity does not apply to any liability (exctuding legal cosis):

- owed 10 the company or its controlled entities (e.g. breach of directors” duties);
+ for a pecuniary penalty or compensation order under the Corporations Act 2007 ; or
= which did not arise out of conduct in good faith.

The indemnity extends to legal costs other than where:

* in civil proceedings, an exclusion above applies:

«+ in criminal proceedings. the person is found guilty;

« the person is liable for civil remedies in proceedings brought by the Australian Securities and Investment Cornmissian ["ASIC"),
a corresponding regulator in another jurisdiction or a liquidator (unless as par: of the investigation befcre proceedings are
commenced); or

+ the court does not grant relief after an application under the Corporations Act 2001 or correspending legislation in another
jurisdiction that the person acted honestly and having regard i all the circumstances ought fairly to be excused for negligence,
default, breach of rust or breach of duty in civil proceedings.

Article 115 was revised at the 2006 AGM.

DIRECTORS' AND OFFICERS' INSURANCE

The consolidated entity pays a premium each year in respact of a contract insuring directors, secrfetaries, senior managers
and employees of the consolidated entity together with any natural person who is either a trustee of or a member of a policy
committee for a superannuation plan establisned for the benefit of the consolidated enuty’s employees against liabilities past,
present or future. The officers of the consolidated entity covered by the insurance contract include the directors listed on
page 52, the secretary, DA Ramsay, and deputy secretaries, NG Drabsch and PE Barnes.

In accordance with normal commercial practice, disclosure of the total amount of premium payable under, and the nature of
liabilities covered by, the insurance contract is prohibited by a confidentiality clause in the contract.

No such insurance cover has been provided for the benefit of any external auditor of the consolidated entity.
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DECLARATIONS BY THE CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER

The chief executive officer and the chiet financial officer have provided declarations to the directors stating that the financial
records and annual financial statements are in compliance with the Corporations Act 2007 and applicable accounting standards.
Reference is included on page 138 of the financial report.

SIGNIFICANT CHANGES

There were no significant changes in the state of affairs of the consolidated entity during the financial year.

EVENTS SUBSEQUENT TO THE BALANCE DATE

In December 20086, the consolidated entity anncunced the purchase of Praetorian Financial Group, a property and casualty insurer
in the US. The purchase is subject o regulatory approvals and is expected to complete early in the second quarter of 2007.

The purchase price is US$0.8 biltion and the fair value of net tangible assets at the date of acquisition is expected to be around
US$0.46 billion.

Since 31 December 2006, the consolidaied entity has announced the purchase of Winterthur Holdings Inc., a property and .
casualty insurer in the US. The purchase is subject to regulatory approvals and is expected 10 complete during the second quarter

of 2007. The purchase price is US3$1.16 billion and the fair value of net tangible assets at the date of acguisition is expected to be

US$0.78 biltion.

Except for the items discussed above, no other matter or circumstance has arisen since 31 December 2006 that has significantly
atfected or may significantly atfect:

= the consoclidated entity’s operations in future financiat years;
= the results of those operations in future financial years; or
* the consolidated entity’s state of affairs in future financial years.

LIKELY DEVELOPMENTS

Information on likely developments in the consofidated entity’s eperations in future financial years and the expected results
of those operations has not been included in this report because disclosure of the information would be likely to result in
unreasonable prejudice 1o the consclidated entity.

MEETINGS OF DIRECTORS

MEETINGS OF COMMITTEES

FULL MEETINGS  ~-— —-=--—— — - -

OF DIRECTORS™ AUDIT CHAIAMAN'S FUNDING INVESTMENT REMUNERATION
Number of meetings held 8 4 1 1 3 4
Number attended .
LF Bleasel AM 8 4 - - - 4
DM Boyle® 3 1 - - _ 9
EJ Cloney 8 - 1 1 3 4
The Hon NF Greiner AC 8 4 i - - 4
IF Hudson 8 4 - - 4
BJ Hutchinson 8 4 - 1 3
CLA Irby 8 - - - 3
IYL Lee 8 4 - 1 3 _
FM (YHalloran® 8 - 1 1 3 -

{1} Included a four day review meeting in London. In addition, directors attended quarterly meetings for each of the Australian regulated insurance
companies.

{2) Mr Boyle was appointed on 28 September 2008,

{3) Mr O'Halloran attends audit and remuneration committee meatings by invitation, not being a member of those committees.

During the February, June and Augusi 2006 board meetings, the board also met as the nomination committee to consider issues
relevant to the appointment ¢f non-executive directors. Further meetings occurred during the year, including meetings of the
chairman and chief executive officer, meetings of tha directors with management or regulators, and meetings of non-executive
directors. From time to time. directors attend meetings of commitiges of which they are not currently members.
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DIRECTORSHIPS OF LISTED COMPANIES HELD BY THE MEMBERS OF THE BOARD

From 1 January 2004 to 31 December 2006 the directors also served as directors of the following listed companies:

POSITION DATE APPDINTED DATE CEASED

LF Bleasel AM

Foodland Associated Limited Chairman'® 11 March 2004 24 November 2005

St George Bank Limited Director 27 May 1993 16 December 2005

E.J Cloney

Boral Limited Qirector 3 March 1598 -

Patrick Corporation Limited _ o Director 1 May 2003 11 May 2006

The Hon NF Greiner AC

Bradken Limited Chairman 13 April 2004 -

McGuigan Simeon Wines Limited Director 11 Septermnber 1992 -

Stockland Trust Group L __Deputy chairman_ 1 September 1892 o -

B) Hutchinson

Coles Group Lid Director 23 September 2005 -

Crane Group Limited Directar 1 September 1997 9 June 2004

TAB Limited Director 11 July 1997 6 July 2004
v[elfst@fCorporati_qn_Lignited o Director 16 November 2001 o -

CLA Irby

Aberdeen Assel Management plc Chairman 1 August 1999 -

Great Portland Estates pic Director 1 April 2004 -
_North Atlantic Smaller Companies Investment Trust pic Directar 10 December 2002 o

IYL Lee

Beyand International Limited Directer 30 September 1986 25 November 2004

BioTech Capital Limited Director 14 June 2000 1 July 2004

Mlariner Financial Limited Director 5 September 1985 30 October 2006

Mariner Bridge Investments Limited Executive chairman 26 October 2006 -

Record Funds Management Limited Director 14 May 2002 31 August 2005

ALLCO Finance Greup Limited

(formerly Record Investments Limited) Direclor 16 January 2001 9 June 2006
_Ten Network Holdings Limited _Director _ 13 October 2000 -

(1) Mr Bleasel was appaointed as a director of Foodland Associated Limited on 10 April 2002,
[Z) Mr Boyle and Ms Hudson have no directorships reievant to this disclosure.

QUALIFICATIONS AND EXPERIENCE OF COMPANY SECRETARIES

DA Ramsay B Comm, LLB. LLM, FANZIIF, FCIS

Mr Ramsay is general counsel and company secretary of GBE Insurance Group Limited. His legal career commenced in
March 1886 with Freehills. whare he worked in the general commercial and litigaticn areas. In June 1993, he joined QBE as
general counsel. Since May 2001, he has acted as general counse! and company secretary for the consolidated entity. He is
also a direclor or secretary of a number of QBE controlled entities and acts as chairman of the pelicy commitiee and a trustee

respectively of QBE sponsored superannuation plans in Australia and New Zealand.

MG Drabsch FCA, FAICD, FCIS

Mr Drabsch was appeinted chief financial officer in 1994 and acts as deputy company secretary of QBE Insurance Group Limited
in addition to being a director of a number of QBE controlled entities. He joined QBE in 1981 and was the company secretary for
tne consolidated entity from 1992 to 2001. Mr Drabsch has over 40 years experience in insurance and reinsurance management,
finance and accounting, including 24 years as a practising chartered accountant. He is a member of the Finance & Advisory

Committee 1o the Insurance Council of Australia ["ICA"). He was previcusly 3 member of other representative committees for the
ICA in relation 1o the development of Australian accounting standards for general insurance.

PE Barnes BEc, FCA

Mr Barnes is deputy company secretary of QBE Insurance Group Limited and company secretary of selecied controlled entities
in Australia. Mr Barnes has been company secretary of many of QBE's Australian companies since November 1991. He has been
responsibie for taxation matters in QBE’s Australian operations for the past 18 years and was formerly an accounting manager

in OBE's international division. Prior to joining QBE 18 years ago, Mr Barnes was a manager in the chartared accounting firm
Horwath and Horwath. He has for the past 13 years been chairman of the [CA's taxation commitiee.
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DIRECTORS' INTERESTS AND BENEFITS

{A) Ordinary share capital
Directors’ interests in the ordinary share capital of the company at the date of this report are as follows:

DIRECTOR'! NUI::g: NUMzgga
LF Bleasel AM 27,264 27,264
DM Boyle - -
EJ Cloney 685,377 734,917
The Hon NF Greiner AC® 65,715 55,505
IF Hudscn - -
BJ Hutchinsan 33,950 27,446
CLA Itby 15,000 15,000
IYL Lee 21,129 13,956
FM O'Halloran 1,135,939 1,023,499

1] Amounts in the above 1able do not include interests attributable to personally related parties.
(2) During the year The Hon NF Greiner AC converted 10,000 warrants into 12.500 ordinary shares.

(B} Conditional rights and options

At the date of this report, Mr O'Halloran had 130,488 (2005 138,038) conditional rights to ordinary shares of the company and
328,052 (2005 344.165) options over ordinary shares of the company under the Deferred Compensation Plan ("DCP"). Details
of the DCP are provided in note 27 to the financial statements.

The names of all persons who currently hold options granted under the Employee Share and Option Plan ("the Plan™) and
conditional rights are entered in the registers kept by the company pursuant to section 168 of ihe Corporations Act 2001

and the registers may be inspecied free of charge.

(C} Share loans

At the date of this report, Mr O'Halloran had a non-recourse loan of $4,335,692 (2005 $4,335,692} and a personal recourse loan

of $891,507 (2005 $nil) for the purchase of shares in QBE Insurance Group Limited. Under Australian equivalents to !ntermational
Financial Reporting Standards ("AIFRS”), non-recourse foans and the shares they purchase gre derecognised and treated as options.

(D} Related entity interests
Details of directors’ and executives” interests with relaled entities are provided in note 28 to the financial statements.

REMUNERATION REPORT

The following information is included in the remuneration report:

SECTION REQUIRED BY

A) Remuneration framework AASB 124: Related Party Disclosures ("AASB 1247) W

(B) Remuneration and reward structure AASB 124"

(C) Emptoyment agreements AASB 1244

(D) Remuneration details AASE 1240

(E) Share based compensation AASB 124

(F} At risk remuneration Corporations Act 2001 and Corporations Regulations 2001
Gl Relationship between remuneration Corporations Act 2007 and Corporations Regulations 20019

and company performance

{1) AASB 124 permits these disclosures to be transterzed from the financial report to the remuneration report. These disclosures have been audited.
{2) These disclosures are additional lo those disclosures reguired under AASE 124 and have not been audited.

The remuneration report outlines the policy of the baard in relation to the remuneration of the direciors and executives of the
consolidated entity. In addition, this report details the remuneration of key management personnel of the consolidated entity

who are defined as the directors (executive and non-executive} and those persons having authority and responsibility for planning.
directing and cantrotiing the activities of the consolidated entity. either directly or indirectly.
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{A) Remuneration framework

The remuneration commitiee of he board oversees remuneration practices. The committee assesses the appropriateness of
remuneration policies and practices in order to fairly and responsibly reward executives, ensuring rewards are commensurate with
performance, and that remuneration levels are market competitive in the various markets in which the consolidated entity operates.

{iy  Non-executive directors

Non-execulive director remuneration reflects the consolidated entity's desire to atiract, motivate and retain high quality
directors and to ensure their active participation in the consolidated entity’s affairs for the purposes of corporale governance.
regulatery compliance and other matters. The consolidated entity aims 10 provide a level of remuneration for non-executive
directors comparable with its pears, which include multi-natienal financial institutions. The board reviews surveys published by
independent remuneration consultants and cther public information to ensure that fees paid are appropriate.

(b1 Executives

Remuneration and reward philasophy

Remuneration practices vary in each of the markets within which the consoclidated entity operates. and therefore the diversity

of individual roles and the complexity of each operating environment is considerad. The remuneration committee recognises that
the consolidated entity operates in a competitive environment. where the key 1o achieving sustained performance is to generally
align executive reward with increasing shargholder wealth.

The guiding principles applied in managing remuneration and reward for executives combine:

= linking individual performance to the achievement of financial targets and business strategies;

« the achievernent of short term and long term financial business targets that deliver sustained growth in value for sharehalders
fe.g. return on equity, insurance profit, return on capacity for our Lloyd's business and mvestment performance); and

= using market data to set fixed annual remuneration leveis.

The remuneration commitiee seeks the advice of independent remuneration consultants to ensure that remuneration and reward
levels are appropriate and are in ling with market cenditions in the various markets in which the consolidated entity operates.
The remuneration committee endeavours 1o have remuneration structures in place that encourage the achisvement of a return
for shareholders in terms of both dividends and growth in share price.

Short Term Incentive scheme

The Short Term Incentive [“STI") scheme is a short term incentive arrangement in the form of an annual cash award, designed

to reward both executives and the majority of staff. The $TI aims to recagnise the contnbutions and achievements of individuals
when annual financial business targets relating to the performance of the business unit, the divisien of the consolidated entity as
appropriate are achieved or exceeded.

Deferred Compensation Plan

Key management personnel and other executives are ehgible to participate in a Deferred Compensation Plan (“"DCP”). An
executive is only entitled to participate in the DCP when an STlis earned. The DCP aims to attract and retain key executives and
to increase shareholder value by motivating executives. It provides executives with the opportunity to acquire equity in the form
of conditional rights to fully paid shares without payment by the executive, and options 10 subscribe for shares at market value at
the grant date. Further details are provided in note 27 to the financial statements.

The remuneration cammittee reviews and approves the ST and the DCP terms annually, and approves the total guantum of
short 1erm incentive and deferred compensation for executives based on the applicable audited results.

The success of the incentive schemes is demonstrated by the extremely low turnover of senior staff and the wealth that has
been created for shareholders. as demonstrated in the table on page 67.
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(B) Remuneration and reward structure
{iy Non-executive directors
Non-executive director remuneration packages contain the following key elements:

COMPONENT
Fees

DESCRIPTION

Annual gross cash remuneration. The aggregate amount approved by shareholders at the 2004 AGM
was $2,200,000 per annum. The amount paid to individual non-executive directors may vary according
to specific responsibilities. including involvement on the committees of the board. Non-executive
directors may sacritice future fees into the QBE non-executive directors share plan.

Other benefits

Non-executive directors do not receive any performance based remuneration such as cash bonuses or
equity incentives. Under the company's constitution, non-executive directors are entitled to be paid all
travel and related expenses properly incurred in connection with the business of the company.

Superannuation

Annual cost of superannuation contributions. The consclidated entity pays superannuation of 9% or an
equivalent to non-executive directors.

QOther retirement benefits

Non-executive directors previgusly received a retirement allowance based on their period of service.
The allowance was limited 1o the aggregate of the director’s fees in the last three years of service.
subject to a minimum of 10 years service. Where service was less than 10 years, a pro-rata amount
was paid. With effect from 31 December 2003, the board terminated the retirement ailowance to
non-executive directors. Directors’ fees were increased by 30% as compensation. Accrued retirement
benefits at 31 December 2003 are preserved until retirement and are subject to an annual increase
equal to the average five year Australian government bond rate. Shareholders approved an increase in
non-executive directors’ remuneration and the company’s constitution was amended at the 2004 AGM
to recagnise this change.

(M) Executives

Executive remuneration packages contain the following key elements:

STRUCTURE

Toial remuneration
cost (“TRC"}

COMPONENT BESCRIFTION
Base salary Annual gross cash salary.
Other benefits Benefits such as the value of motor vehicles, long service leave, health

insurance, lite assurance and personai accident insurance, and the applicable
taxes thereon.

Superannuation Annual cost of employer superannuation contributions.

At risk remuneration

Short term incentive  Annual cash award delivered under the STl terms, substantially based on the
achievement of specific financial targets. STl commenges when the minimum
return on equity reguirements are met.

Deferred Annual incentive delivered under the DCP terms, granting conditional rights to

compensation fully paid shares and options to subscribe for shares at market value. The award
is only granted when STl is eamed.
The DCP award quantum is restricied to the lesser of 66.67% of the STI award
in that year or 100% of base salary or TRC as at 31 December in the financial
year prior to the year in which the STl award is paid.
The DCP award quantum is used to acquire conditional rights to fully paid
shares and options respectively as follows:
» conditional rights to shares to the value of 60% of the DCP award; and
+ options cver ordinary shares 10 the value of 40% of the DCP award.

with the resulting number multiplied by four untit 2006, reducing tc a
multiplier of three in 2006.

Conditional rights and options relating to the achievement of targets in a
financial year are granted in March of the following year. Interest free personal
recourse (cans are available on terms permitted by the Plan to persons in the
employment of the company who held options under the DCF 1o fund the
exercise of the options.
Conditional rights and options issued in 2004 and prior financial years are
exarcisable after three years. Options issued in 2005 and future financial years
are exercisable after five years, with the exception of options for staff in the
Group investment division, which continue 1o be exercisable after three years.
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i Incentive structure - FM O'Hatloran

Cansistent with other executives, Mr O'Hatloran is entitled to an annual cash incentive award under the STI, calcutated as a
percentage of TRC. if specified targets are achieved. Mr O'Halloran’s incentives are based on the achievement of the tfollowing
range of target returns an opening shareholders” funds adjusted for dividends and increases in share capital {"return on equity”}
for the 20086 financial year, and are based on the consolidated entity’s management basis of accounting which spreads realised
ard unrealised gains on equities and properties evenly over a period of seven years {"seven year spread basis™).

The table below outlines the mix of Mr O'Halloran's incentives based on actual and target returns on equity:

PROPOSED

GROUP RETURN STI AWARD DCP AWARD

DN EQUITY % AS A % OF TRC AS A % OF STI

Minirmum target 14 15 10
Maximum target 21 134 89
Achieved 29 134 89

Subject to the approvat by shareholders at the 2007 AGM, Mr O'Halloran. on a basis consistent with other executives, is
entitled to receive conditional rights to fully paid shares and options o subscribe for shares under the DCP in relation to 2006
performance. These will be exercisable in three and five years respectively, or on Mr O'Halloran's retirement, whichever is earlier.

(W) Incentive structure — other key management persobnel

The table below summarises the financial targets for each executive defined as other key management persennel of the
consalidated entity. These targets are generally consistent with the targets applicable to the chief executive officer. The result
used for determining incentive payments and the maximum STI that can be earned for the 2008 financial year are generally
espressed as a percentage of base salary or TRC as appropriate.

MAXIMUM STl AS A

FINANCIAL TARGET % OF REMUNERATION RESULT BASIS
Key management personnel
SP Burns Eurapean operations insurance profit % 133% x TRC Financial year result
NG Drabsch - ‘OEE-G{OL-H-) return on eqaityAJ o 117% x TRC " Finangial year result |

(saven year spread basis)

TM Kenny the Americas insurance profit % 133% x base salary Financial year result
_VEE[;naghan“' - T A-ufstralri'z;ﬁgzzi?E-Asia Central Europe 133%T_T_R-C___ﬁ 7‘Fuir;a—nf:iél_\.'ear resuft -

operations return on equity

PE Grove European aperations insurance profit % 100% x TRC Financial year result
Limit syndicate 566 underwriting 0.5% of syndicate
year result 566 profits

MD ten Hove investment income as a % of budget 125% x TRC Financial year result
income and individual performance
measures

Former key management personnel?

AL Jones -
EG Tollifson®'

QBE Grou;;r‘eturn en equity 94% x TRC o Financial yé-ar result

{seven year spread basis)

{1} From 1 Janyary 2006 to 15 August 2008, Mr Mctenaghan's STl award was 125% of TRC.
{2; These perscns ceased being key management personnel from 1 July 2008

{3; Mr Jones ceased empiayment on 31 October 2006,

(4} Ms Tollitson ceased employment on 3 July 2008.

{C) Employment agrecments

Mr O'Halloran {executive director) and other key management personnel are employed by various controlled entities within the
consolidated entity on a permanent full time basis with an open ended contract. Upon termination of employment, the executive
director and other key management perscnnel receive their statutory entitlements of accrued annual and iong service leave
(where applicable), together with any superannuation benefits. Written notice is usually required in the event of termination of
employment. In the case of a voluntary terminaticn prior o relirement age, executives forfeit all conditional rights to ordinary
shares not yet vested and unexercised options under the DCP

In the event that the contract of employment is terminated through redundancy. retirement through ill health or age (subject
to a minimum of 10 years service), or death and na disciplinary procedure or notice is pending, the executive is entitled 10
the outsianding STl and DCP awards for previous years plus a pro-rata share of the STl and conditional rights for the current
finangial year.
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For certain executives (including some key management personnel], the controlled entities have entered into employment
agreements that provide for paymant of benefits in the event that the agreement is terminated by either the conirolled entity
ar the executive. The agreements generally provide for the following:

= a notice pericd up 10 one year,

- where the controlled entity terminates the agreement, a payment comprised of TRC or base salary as appropriate plus ST
for the relevant period: and

« in certain circumsiances, where the controlted entity or the executive terminales the agreement due to material diminution
in role. a payment of up to one year's TRC or base salary as appropriate plus STI for the relevant period.

The exceptions to the general provisions are described below.

In the event of material diminution in role or responsibility, in certain circumstances Mr ten Hove is entitled to a payment
aquivalent 1o TRC from the date of termination to 1 January 2008 plus one year's STi based on the average payment in
i the preceding three years, plus the accelersted vesting of all conditional rights and options.

In the event of material diminution in role ¢r responsibility. in certain circumsiances Mr Kenny is entitled to a payment equivalent
16 two years' TRC plus the accelerated vesting of all conditional rights and options that would otherwise have vested in the two
years following the termination date.

Subject to the achievement of financial hurdles. Mr Kenny will receive a contractually agreed bonus payment on 12 May 2011 of
one year's base salary. In addition, 100.000 future performance options will be granted a1 $20.44 in rranches of 20,000 over a five
year period commencing March 2007 and vesting within three months of December 2010.

Subject to the achievement of financial hurdles, Mr Burns will receive a contractually agreed bonus payment on 31 December 2010
of one year's TRC. In addition, 100,000 future performance opiions will be granted at $20.44 in tranches of 20,000 over a five year
period commencing March 2007 and vesting within three months of December 2010,

{0} Remuneration details
The following tables provide details of the remuneration of key management personnel of the consolidated entity.

SHOAT TERM
EMPLOYEE BENEFITS POST EMPLOYMENT BENEFITS TOTAL
DIRECTORS' FEES™ SUPERANNUATION®  RETIREMENT BENEFITS
YEAR $009 $'000 $'000 $'000
Non-executive directors

LF Bleasel AM 2006 115 105 6 226

- 2005 187 17 6 210

OM Boyle™ 2006 51 5 - 56

2005 - - - -

EJ Cloney 2006 408 135 26 569

2005 494 44 28 564

CP Curran AQ™ 2006 - - - -
o 2005 53 5 5 63

The Hon NF Greiner AC 2006 214 19 21 254

2005 194 17 20 231

IF Hudson® 2006 214 - - 214

2005 31 - - 31

BJ Hutchinson 2006 203 18 14 23%

2005 189 17 13 219

CLA Irby 2006 221 - 5 226

. 2005 20 00 - 5 211

IYL Lee 2006 216 19 4 239

2005 187 17 4 208

Total 2006 1,642 301 76 2,019

2005 1,541 W7 79 1,737

(1} Includes fees paid for services on beard commitiees.

{2) Mr Irby and Ms Hudson are UK residents. They receive a superannuation equivalent of 3% of fees which is included in directors’ fees in tha
teble above.

{3) Ratirement benefits reflect the adjusiment tc the amounts preserved at 31 December 2003, being sn annual increase equal to the five year
Australian government bond rate.

4] Mr Boyle was appointed on 28 September 2006,
(5) My Curran retired on 8 April 2005.
18] Ms Hudson was appointed on 4 November 2005,

QOBE INSURANGE GROUP =" ."0L a4 1 " 7
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POST OTHER LONG TERM
SHOAT TERM EMPLOYMENT EMPLOYMENT SHARE BASED TERMINATION
EMPLOYEE BENEFITS BENEFITS BENEFITS PAYMENTS 2! BENEFITS TOTAL
SUPER- LONG SERVICE CONDITIONAL
BASE SALARY  OTHER™ STI* ANNUATION LEAVE RIGHTS OPTIONS
YEAR $'000 $'000 $°000 $°000 $'000 $'000 §$'000 $°000 $'¢00
Executive director
Fi O'Halloran 2006 1,295 436 2,088 M 115 663 262 - 5,050
2005 1.115 434 1816 167 75 496 201 - 4,304
Other key management personnsl
SP Burns' 2006 1,160 396 2,168 - - 841 442 - 5,007
2005 1,074 255 1914 45 - 594 350 - 4232
NG Drabsch 2006 702 262 1012 105 22 385 141 - 2,629
2005 668 240 867 988 18 300 %1 - 2552
TM Kenny" 2006 1,019 130 1.355 35 - 813 294 - 3,346
2005 a71 1,166 1,291 35 - 460 289 - 4,212
V Mclenaghan 2006 667 168 1,064 100 38 280 102 - 2,419
2005 590 170 760 a8 22 193 104 - 1.917
PE Grove 2006 958 302 1,857 70 - 695 307 - 4,189
2005 a07 975 2512 272 - 530 295 - 5.491
MD ten Hove 2006 125 244 966 134 - 254 117 - 2,440
2005 697 395 897 137 - 17 53 - 2,296
Former Key management personnet®
RL Jones®m 2006 445 258 - 75 9 237 99 1,236 2,359
2005 530 271 720 85 13 294 175 - 2,088
EG Tollitson® 2006 251 86 271 37 5 {63} (154} - 433
2005 479 115 517 71 14 157 1M1 - 1.464
Total 2006 7.222 2,282 10,781 747 189 3,805 1,610 1,236 27,872
2005 7.031 4,021 11,384 998 142 314 1,839 - 28,556

Mr Kenny is located in New York and Messrs Burns and Grove are located in London. Their remuneration has been converted to Australian
dollars using the cumulative average ratas of exchange for the year.

The far value al grant date of options and conditional rights is calculated using a pincmial medel. The tair value of each option and conditicnal
right is earned evenly over the period between grant and vesting. Details of grants of conditional rights and oplions are provided in note 28 to
the financial statements.

“Other” includes the deemed value of the provision of motor vehicles, health insurance, life assurance and personal accident insurance and
the applicable taxes thereon. Directors’ and officers’ liability insurance has not been included in other remuneration since i1 is not possible 1o
determine an appropriate allocation basis. It alsc includes interest on share loans, also disclosed in note 2B{E) to the financial statements.

2

{3

{4) STl is the accrued entitlement for the financial year.

(51 These persons ceased being key management personne! from 1 July 2008, Their remunesation incluaed in the above table is tor their period
ot employment.

(6t Mr Jones ceased employment an 31 October 2006 after reaching 55 years of age. Incluged in termination benefits 1s the cost attnbutable
1o the accelerated recognition of conditional nights and opticns, where the RCP terms permitied exercise of these instruments before the
eriginal exercise date.

17) Mr Jones may be entitled to a further iermination payment of $960,000 subjecl Lo achieving certain griteria included in his termination

arrangements.

Ms Tolifsan ceased employment on 3 July 2006, As a result, she relinguished her entitlernent to a DCP aware for the 2006 financial year.

The credit amount shown for share based payments reflects the reversal of charges in respect of unvested conditional rights and options

under previcus DCP awards.

(8
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DCP options affecting remuneration of key management personnel in the previous, this or future reporting periods are as follows:

GRANT DATE

18 March 2002
13 March 2003
10 April 2003
3 March 2004
3 March 2004
2 April 2004

3 March 2005
3 March 2005
3 March 2005
3 March 2005
8 April 2005

2 March 2006
2 March 2006
7 April 2006

DATE EXERCISABLE
17 March 2005
13 March 2006
9 Aprit 2006

2 March 2007
2 March 2007
1 April 2007

3 March 2008
3 March 2010
3 March 2010
3 March 2010
8 April 2010

1 March 2009
1 March 2011
B April 2011

EXPIRY DATE

18 March 2006
13 March 2007
10 Apnl 2007
3 March 2008
3 March 2008
2 April 2008

3 March 2009
3 March 2011
3 March 2011
3 March 2011
8 April 2011

2 March 2010
2 March 2012
7 April 2012

EXERCISE PRICE
$7.43
$8.04
$8.04
$8.04
$11.08
$11.08
$14.85

$8.04
$11.08
£14.85
$14.85
$20.44
$20.44
$20.44

VALUE PER OPTION

AT GRANT DATE™
$1.47
$1.45
$1.74
$3.61
$2.12
$2.23
$3.04
$6.80
$5.17
$3.60
$3.60
$3.86
$4.58
$5.63

{1} The fair value at grant date of DCP options is calculated using a binomial model. The fair value of each option is earned evenly over the three
or five year pariod between grant and vesting,

Details of DCP options over the ordinary shares in the company provided as remuneration to the key management personnel are
set out below. When exercisable, each option is convertible into one ordinary share of the company.

NUMBER OF GPTIONS
GRANTED [N THE YEAR

NUMBER OF QPTIONS VESTED
AND EXERCISED IN THE YEAR™

NAME 2006 2005 2006 2005
Executive director

FM O'Halloran 94,771 118,587 110,884 -
Other key management personnel

SP Burns 110,515 163,622 78,206 -
NG Drabsch 50,460 67,350 62,381 -
TM Kenny 68,986 75,760 144,747 -
V McLenaghan 39,11 48,487 22,287 19,794
PE Grove 95,853 122,969 113,470 -
MD ten Hove 46,799 66,707 - -
Former key management personnel?

RL Jones™ 37,575 50,283 236,122 44,087
EG Tollifsont 26,981 34,740 33,931 -

{1) The amount paid for each option exercised in the year was $8.04 (2005 $7.49},
(2) These persons ceased being key management personnel from 1 July 2008.

{3) Mr Jones ceased employment on 3§ Octeber 2006,

{4) Ms Tollitson ceased employment en 3 July 2006.

QBE INSURANCE GROUP »° °
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Future performance options

Future performance options affecting remuneration of key management personnel in the previous, this or future reporting periods

are as follows:

GRANT DATE

25 May 2007

1 June 2001

10 December 2001
18 March 2002

14 Novembper 2002
12 May 2005

DATE EXERCISABLE

24 May 2006

31 May 2006

31 March 2007

31 March 2005

31 December 2005

20% in December each year

EXPIRY DATE

25 May 2006

1 June 2006

1 April 2007

1 April 2005

14 March 2006

30 December 2009

EXERCISE PRICE

VALUE PER RIGRT
AT GRANT DATE"

$10.65 $2.35
$10.62 $2.37
$7.27 $1.62
§7.49 $1.37
$7.37 $1.34
31481 $2.32

{1+ The fawr value at grani date of oplions is calculatea using a binomial model. The fair value of each oplion 15 earned evenly over the period

belween grant and vesting.

The specific terms and conditions of each grant of future perfarmance options that aftect remuneration of the key management
personnel in the previous, this or future reporting periods are as follows:

NUMBER
OF OPTIONS
GRANT DATE PERFORMANCE CRITERIA NAME GRANTED
25 May 2001 Limit to achieve an average 5% return on capacity far SP Burns 35,000
five years from the 2007 underwriting yeal PE Grove 35,000
I J[:Ane 001 " "QIBE the Americas (o achie;ve an é{/erage insurance profit TM Kenny 30.000
ot 6% for underwriting years 2001 to 2005
123 December 2001 Limit to achieve an average 5% return on capacity for SP Burns 80.000
five years from and including the 2002 underwriting year PE Grove £0,000
QBE the Americas o achieve an average insurance profit Th Kenny 100.000
of 5% for underwriting years 2002 1o 2006
13 March 2002 QBE Group to achieve an average annual 12.5% increase in NG Drabsch 100,000
garnings per share over three years o 31 December 2004 EG Tollifson 100,000
M_-N(_J-veﬁertiaé Limit ma_nag;dws;fndicaléé 10 achieve an average‘relurn on PE Grove 100,000
capacity of 7% or more over the financiat years 2002 to 2005
12 May 2005 QBE the Americas to achieve an average insurance profit of 7% TM Kenny 100,000

of net earned premium for the five underwriting years

_ _commencing ) January 2001

Details of future performance options over the ordinary shares in the company provided as remuneration to the key management
personnel are sel out below. When exercisable, each option is convertible into one ordinary share of the company.

NAME

Key management personnel
SP Burns

MG Drabsch

TM Kenny

PE Grove

Former key management personnel”
£G Tolliison™

NUMBER OF OPTIONS
VESTED IN THE YEAR

2006 2005
35,000 -
- 100.00C
30,000 -
20,000 20,000
- 100,000
35,000 -
- 103,000

NUMBER OF OPTIONS
EXERCISED IN THE YEAR

2006 2005
35.000 -
- 100,000
30,000 -
20,000 -
100,000 -
35,000 -
- 100,000

AMOUNT PAID PER SHARE
2006 2005
$10.65 -
- $7.49
$10.69 -
$14.81 -
$7.37 -
$10.65 -
- $7.43

{11 These persons ceased being key management personnel from 1 July 2008,

{2} Ms Tolliisan ceased empioyment on 3 July 2006.
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Regular options

Regular opiions issued under the Employee Share and Option Plan (“the Plan”) are based on the achievement of past
performance hurdles and are exercisable at 20% per annum. I the executive is entitled 1o exercise optiens in a particular year
but does nat, then he or she may exercise the aptions in the fellowing year. These options expire if not exercised within five
years from the grant date.

Regular opiions have been generally phased out and replaced with equity incentive arrangements under the DCP There were
na regular optiens issued during this or the previous reporting period.

Details of regular options afiecting remuneration in the previous, this or future reporting pericds are as follows:

VALUE PER RIGHT

GRANT DATE DATE EXERCISABLE EXPIRY DATE EXERCISE PRICE AT GRANT DATE™

1 June 2000 20% per annum on anniversary of grant date 1 June 2005 $6.53 $1.16

1 Cctober 2000 20Q% per annum ¢n anniversary of grant date 1 October 2005 $8.63 $1.53

2 April 2001 20% per annum ¢n anniversary of grant date 2 April 2006 $10.72 $1.74

(1) The fair value at grant date of options is calculated using a binomial medel, The lair value of each opticn is earned evenly over the period .

petween grant and vesting.

Details of regular options over the ordinary shares in the company provided as remuneration to the key management personnel
are set oul below. When exercisable, each opticn is convertible into one ordinary share of the company.

NUMBER OF OPTIONS VESTED

AND EXERCISED IN THE YEAR AMOUNT PAID PER SHARE
2006 2005 2006 2005
Key management personnel
TM Kenny - 10,000 - $6.53
V Mclenaghan - 1,600 - $8.63
750 750 $10.72 $10.72
Former key management personnel
RL Jones® - 3,000 - 38.63
1,500 1.500 510.72 $10.72
EG Tollifson® - 2.000 - $8.63
1,000 1.000 $10.72 $10.72
{1) These persons ceased being key management persennel from 1 July 20086,
{2) Mr Jones ceased emploeyment cn 31 October 2006,
{3) Ms Tollitson ceased employment on 3 July 2008,
{u} Conditional rights .

Detaits of conditional rights affecting remuneration of key management personnel in the previous. this ar future reporting perieds
are as follows:

VALUE PER RIGHT AT

GRANT DATE DATE EXERCISABLE GRANT DATE"
18 March 2002 17 March 2005 $8.40
13 March 2003 13 March 2006 $9.16 10 $9.71
10 April 2003 10 April 2006 $9.16
3 March 2004 2 March 2007 $11.65t0 $13.24
2 April 2004 1 April 2007 $12.48
3 March 2005 2 March 2008 $15.30 10 $17.81
8 April 2005 7 April 2008 $16.94
2 March 2006 1 March 2009 $23.02
7 April 2006 _ B Fipn'l 2009 $24.23

{1} The fair value at grant date of conditional rights is calculated using a binamial model. The fair value of each conditional right is earned evenly
over the three year period between grani and vesting.

QBE INSURANCE GROUP - " * & It Ttudl L e [51e)
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Details of conditional rights over the ordinary shares in the company provided as remuneration 1o the key management personnel
are set out below. When exercisable, each conditional right is convertible inta one ordinary share of the company.

NUMBER DF RIGHTS NUMBER OF RIGHTS
GRANTED {N THE YEAR VESTED IN THE YEAR
2006 2005 2006 2005
Executive director
FM Q'Halleran 35,539 44,470 47,900 -
Other key management personnel
SP Burns 41,444 61,321 33,784 -
NG Drabsch 18,923 25,256 26,947 -
T Kenny 25,870 28,406 62,527 -
V McLenaghan 14,678 18,183 9,628 8,686
PIz Grove 35,945 46,116 49,017 -
MO ten Hove 17,548 25.015 - -
Former key management personnel”
RL Jones? 14,091 18.856 98,278 17,388
EG Tollifson® 10,118 13.027 14,658 -

(1) These persons ceased being key management personnel from 1 July 20086.
{21 Mr Jones ceased employment on 31 October 20086.
131 Ms Tolitson ceased employment on 3 July 2006.

{F) At nsk remuneration

Total reward mix

Consistent with market practice, the mix of 1otal remuneration and reward is dependent on the level of seniarity of the executive.
Total reward mix achieved for the current reporting period is as follows:

TOTAL REWARD MIX*
TRC/BASE T bCcp
% % %

Executive director
FM O’Halloran 3 42 27
Other key management persoenfial
SP Burns 30 41 29
NG Drabsch 35 40 25
™M Kenny 35 40 25
V McLenaghan 34 40 26
PE Grove 30 a1 29
D ten Hove 35 39 26
Former key management personnel?
RL Jones*® 100 - -
EG Tolliison*" 68 32 -

{1) Except for Mr ten Hove, all of the abave persons achieved their maximum entitlement under the STl and DCP awaras in 2008. Mr ten Hove's
maximum entitlement was based on the following mix: TRC 32%. STI41%; and DCP 27%.

121 These persons ceased being key management personnel fram 1 July 2006,
13) Mr Jenes ceased empioyment on 31 October 2006,
{4) Ms Tollifson ceased employment en 3 July 2006.

{(3) Relationship between remuneration and company performance

Remuneration and reward structures encourage the achievement of a relurn for shareholders in terms of both dividends and growth
in share price. A significant component of executive remuneration is “at risk”. ensuring a direct link beiween the consolidated
entity's performance and the reward for executives. Details of “at risk” remuneration are included earfier in this repost. Overall levels
of executive reward take into account the performance of the Group over a8 number of years, with greater emphasis given to the
current year. The use of financial targets ensures that executives focus on delivering superior returns Lo shareholders.

Over the period from 2002 to 2006:

 the consolidated entity's net profit after income tax has increased by an average of 52% per annum;
« dividends per share have increased by an average 28% per annum: and
= the share price has increased frem $8.15 10 $28.85, an average of 37% per annum.

Guring tne same period, average executive remunersation including incentives has grown by approximately 15% per annum.
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The consolidated entity’s strong results in the last five years across a number of key perlormance indicators are summarised betow:

2002 2003 2004 2005 2005
E£arnings
Net profit after income tax ($M) 279 572 857 1,091 1,483
Basic earnings per share {cents per share) 427 86.5 1234 1443 186.4
Return on equity
Return on average shareholders’ funds (%) 10.0 18.3 245 239 26.1
Returns to shareholders
Dividends paid (cents per share} 35.0 42.0 54.0 71.0 95.0
Share price at 31 December {$ per share) 8.15 10.60 15.35 12.60 28.85

ENVIRONMENTAL REGULATION

The consclidated entity’s operations are not subject to any significant environmental regulations under either Commonwaealth
ar Stata legistation. .

AUDITOR

PricewaterhouseCoopers, Chartered Accountants, continues in office in accordance with section 3278 of the Carporations Act 2001.

NON-AUDIT SERVICES

During the year PricewaterhouseCoopers has performed certain other services in addition to fis statutory duties.

The board of directors has considered the position and, in accordance with the advice received from the audilt committee,
is satisfied that the provision of the non-audit services is compatible with the general standard of independence for auditors
imposed by the Corporations Act 2001. The directors are satisfied that the provision of non-audit services by the auditor,

as provided in note 30 to the financial statements, did nat compromise the auditor independence requirements of the
Corporations Act 2001 for the following reasons:

« all non-audit services have been reviewed by the audit committee to ensure that they do not impact the impartiality and
objectivily of the auditor; and

« none of the services undermine the general principles relating to auditor independence as set out in Professional Statement
F1. including reviewing or auditing the auditor's own work, acting in a management or a decision making capacity for the
company, acting as advocate for the company or jointly sharing economic risk and rewards.

A copy of the auditor's independence declaration required under section 307C of the Corporations Act 2001 is set out on page 68.

Details of amounts paid or payable to PricewaterhouseCeapers for audit and non-audit services are provided in note 30 to the
financial statements. .

ROUNDING OF AMOUNTS

The company is of a kind referred o in the ASIC class order 98/0100 dated 10 July 1998 (as amended by class order 04/667
dated 15 July 2004} relating to the "rounding off" of amounts in the directors’ report. Amounts have been rounded off in the
directors’ report 1o the nearest million dollars or, in certain cases, o the nearest thousand dollars in accordance with that
class order.

Signed in SYDNEY this 23rd day of February 2007 in accordance with a resolution of the directors.

e, b oo

EJ Cloney FM O'Halloran
Director Director

QBE INSURANCE GROUP & . AL i7 # l e H/
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AUDITOR'S INDEPENDENCE DECLARATION FOR THE YEAR ENDED 31 DECEMBER 2006

As lead auditor for the audit of QBE Insurance Group Limited for the year ended 31 Decermnber 2006, | declare that, 10 the best
of my knowledge and belief, there have been:

{a) no contraventions of the auditor independence requirements of the Corperations Act 2001 in relatior 10 the audit; and
{b] no contraventions of any applicable code of professional conduct in relation to the audit.

This declaration is in respect of QBE Insurance Group Limited and the entities it controlled during the period.

V a—

RD Deutsch
Partner
PricewaterhouseCoocpers

Sydney
23 February 2007

Liability limited by a scheme approved under the Professional Standards Legislation.
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THE COMPANY CONSOLIDATED
2006 2005 2006 2005
NOTE M M M M
Revenue
Premium revenue - - 10,069 9.171
Other revenue 2,352 520 1,768 2.946
Nzt fair value gains on financial assets 2 - 207 217
Net fair value gains {losses) on invesiment properties - - 6 {1}
Realised gain (loss) on sale of controlled entities 16 629 n 1"
Investment income — ABC financial assets pledged
for funds at Lloyd's 30 48 122 84
6 2,400 1.197 121 12,428
Expenses
Cutward reinsurance premium expense - - 1,91 1,785
Gross claims incurred - - 5,528 6,744
Other expenses pito 16 6 2,449 2179
Expenses — ABC securities for funds at Lloyd's 59 45 143 101
Financecosts ] ] U L SR < 1z .96,
Profit before income tax 7 2,251 1,053 2,012 1,623
Income tax {credit) expense 8 (28) ] 519 425
Profit after income tax 2,279 1,060 1,493 1,098
Net profit attributable to minority interest - — 10 7
Net profit after income tax attributable to
_members of the company _oz219 o 1080 1483 1081

Basic earnings per share
Diluted earnings per share

NOTE

36
36

The above income statements should be read in conjunction with the accompanying notes.

CONSOLIDATED

2006
CENTS

186.4
178.5

2005
CENTS

144.3
135.0




BALANCE SHEETS
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THE COMPANY CONSOLIDATED
2006 2005 2006 2005
NOTE M M M 1)
ASSETS
Cash and cash equivalents 10 13 14 1,019 1.061
Financial assets at {air value through the income
statement 1 62 40 18,915 16,503
ABC financial asseis pledged for funds at Lloyd's 34 - - 995 1.032
Derivative financial instruments 12 4 1 102 82
Receivables 13 1,488 i.928 3,837 3.607
Current tax assets - - 3 -
Reinsurance and other recoveries on outstanding
claims 22 - - 3,624 4,213
Other assets 64 56 6 5
Deferred insurance costs 14 - - 1,409 1,446
Retirement benefit surplus 29 - - 2 2
Property, plant and equipment 15 - - 260 232
Deferred tax assets 16 & - 72 &7
Investment properties 17 - - 38 33
Shares in contrelled entities 18 9,669 6,427 - -
Intangible assets 19 - - 1,475 1,382
Total assets L 11,306 8,476 31,757 29,665
LIABILITIES
Trade and other payables 20 2,783 1,457 1,466 1,282
Derivative financial instruments 12 10 4 37 35
Current tax liabilities 101 144 193 162
Unearned premium 21 - - 4,642 4,287
ABC securities tor funds at Lloyd's 34 - - 946 1,015
Swaps relating to ABC securities 34 5 5 58 29
Qutstanding claims 22 - - 15,269 15,083
Provisions 23 22 13 66 64
Retirement benefit deticit 29 - - 8 168
Deferred tax liabilities 18 - 10 359 251
Interest bearing liabilities 24 745 1.145 2,364 2,130
Total liabilities 3,666 2,778 25,408 24,508
Net assets 7,640 5,698 6,349 5,158
EQUITY
Share capital 25(A) 3,461 3.195 3,461 3,195
Treasury shares held in trust 25(B) - - {16} -
Equity component of hybrid securities 25(C) 108 108 108 108
Reserves 26{A) 44 33 47 20}
Retained profits 26{B) 4,027 2,362 2,683 1.810
Shareholders’ funds 7,640 5,698 6,283 5,093
_Minarity interest _ 18D - - 66 66
Total equity 7.640 5,698 6,349 5,169

The above balance sheets should be read in conjunction with the accompanying netes.
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FOR THE YEAR ENDED 31 DECEMBER 2006

THE COMPANY CONSOLIDATED
2006 2Q05 2406 2005
NOTE (0] $M M $M
Amounts recognised in equity
Net increase {decrease} in foreign currency
translation reserve 28(A) - - 13 {24)
Actuarial gains {losses) en defined benefit
superannuation plans, net of tax 26(B) - - 4 (27}
Cash flow hedges, net of tax 26{A) 7 {5 17 {8)
Gains on revaluation of owner occupied
properties, net of tax 26(A) - - 9 2
Employee shara options, net of tax .- o\ 4 I R 28 __ 36
Net income (expense) recognised directly in equity " 18 7 (18)
Amounts recognised in income statement
Profit after income tax 2,279 1,060 1,493 1,098
Total recognised income and expense for the year 2,290 1,078 1,564 1,080
Attributable 1o:
Equity holders 2,290 1.078 1,554 1,073
Minority interest - - 10 7
2,290 ] 1078 1,564 1,080

The above statements of recognised income and expense should be read in conjunction with the accompanying notes.




STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2006

THE COMPANY CONSOLIDATED
2006 2605 2006 2005
NOTE M sM M M
OPERATING ACTIVITIES
Premium received - - 10,483 8,756
Reinsurance and other recoveries received - - 1,805 1,309
Qutward reinsurance paid - - (1,874) {1,479}
Claims paid - - {6,025) {4,620}
Insurance costs paid - - {2,044) (1.748}
Other underwriting costs - - {379) (343)
Interest received 53 3 611 562
Dividends received 1,085 262 45 44
Other operating income 5 - 30 -
QOther operating paymenis'" {1} (23} {171} {208)
Interest paid {65) (49} {84} {115}
Income taxes recovered (paid) 9 16} [358]) {171)
_N_gz cash flows from operating activities 38 1.0§§ _ 187 2,039 1,987
INVESTING ACTIVITIES
Proceeds on sale of eguity investments - - 418 1,403
Proceeds on sale of investment property - - 1 1
Proceeds on sale of property, plant and eguipment - - 2 2
Payments for purchase aof equity investiments - - {1,376} {589)
Proceeds from foreign exchange transactions - - 39 188
Payments for purchase of other financial assets {19} (40) (817) {2,755}
Payments for purchase of controlled entities
and businasses acquired? - (B4} {88} (402)
Proceeds on disposal of controlled entities - - 3 35
FPayments for purchase of investment property - - {2) (4)
Payments for purchase of property, plant and
equipmeant B N o - - {61) 182)
Net cash flows from investing activities [19) {94) {1,881) (2,203}
FINANCING ACTIVITIES
Payments to controlled entities {128) (263) - -
Proceeds from issue of shares - - - -
Payments for purchase of treasury shares (38) - (38} - .
Share issue expenses {5} (2) (5} (4]
Proceeds from settlement of staff share loans - - 47 34
Proceeds from interest bearing liabilities - 400 FE 400
Repayment of interest bearing liablities (400} - (400} (45)
Dividends paid {497) {224) {497} {224)
Net cash flows from financing activities L (1,(168“)4__ 89) {162) 161
" NET (DECREASE) INCREASE IN CASH AND CASH
EQUIVALENTS HELD m 4 {4 (55)
Cash and cash equivalents at ihe beginning of the
financial year 14 9 1,061 1121
Effect of exchange rate changes on opening cash
and cash equivalents - 1 (38) (5}
Cash and cash equivalents at the end of the
13 14 1,019 1,061

_financial year

{1} Current vear includes payments of $140 million 1o fund defined tenefit retirament abligations.

{2} Net of cash acquired.

The above statements of cash flows should be read in conjunction with the accompanying noies.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation
of the financial report are set out below. These policies
have been consistently applied to all the years presented,
unless otherwise stated. Tha financial repart includes
separate financial statements for QBE insurance Group
Limited {“the company”} as an individual entity and the
consolidated entity consisting of QBE Insurance Group
Limited and its controlled entities.

(A} Basis of preparation

This general purpose financial report has been prepared

in accordance with Australian eguivatents to International
Financial Reporting Standards ("AIFRS"}, other authoritative
pronouncements of the Australian Accounting Standards
Board ("AASB"}, Urgent Issues Group {“UIG"} interpratations
and the Corporations Act 2001.

These financial statements have been prepared under the
historical cost convention, as modified by the revaluation of:

« financial assets and liabilities {including derivative
instruments} a1 fair value through the income statement;

« centain classes of property. plant and eguipment; and

* investment property.

(B] Principles of consolidation

The consolidated financial statements incorporate the assets
and liabitities of all entities controlled by the company as at
31 December 2006 and the results of all contrelled entities for
the financial year then ended. The company and its controlted
entities together are referred to in this financial report as

the “consolidated entity”. The effects of all transactions
between entities in the consolidated entity are eliminated in
full. Minority interest in the results and equity of controlied
entities is shown separately in the consotidated income
statement and balance sheet.

Where contral of an entity commences during a financial year,
its results are included in the consolidated income staterment
from the date on which the control commences. Where control
of an entity ceases during a financial year, its results are included
for that part of the year during which the control existed.

The purchase method of acgounting is used to account for
the acquisition of controlled entities by the consolidated
entity. The cost of an acquisition is measured as the fair value
of the assets given, equity instruments issued and liabilities
incurred or assumed at the date of exchange, plus costs
directly attributable 1o the acquisition. Identifiable assets
acquired and liabifities and contingent tiabilities assumed in

a business combination are measured initially at their fair
values at the acquisition date, irrespective of the extent of
any minority interest. The excess of the cost of acquisition
over the {air value of the consolidated entity’s share of the
identifiable net assets acquired is recorded as goodwill. If the
cost of acquisition is less than the fair value of the net assets
of the controlled entity acquired, the difference is recognised
directly in the income staterment.

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

{C) Premium revenue

Premium cormprises amounts charged to policyholders,
excluding taxes collected on behalf of third parties. The
earned postion of premium received and receivable, including
unclosed business, is recognised as revenue. Premium en
unclosed business is brought to account based upon the
pattern of booking of renewals and new business.

(D) Unearned premium

Unearned premium is calculated based on the term of the risk
which closely approximates the pattern of risks underwritten
using either the daily pro-rata method or the 24ths method.

At each balance date. the adequacy of the unearned premium
liahility is assessed on a net of reinsurance basis against the
present value of the expected future cash flows relating to
potential future claims in respect of the reievant insurance
contracts, plus an additional risk margin to reflect the inherent
uncertainty of the central estimate. The assessment is carried
aut a1 the divisicnal business segment level, being a portiolic
of coniracts that are broadly similar and managed 1egether

as a single portfolio, If the unearned premium liability, less
related iniangible assets and deferred acquisition costs, is
deficient, then the resulting deficiency is recagnised in the
income statement of the consolidated entity.

(E) QOutward reinsurance

Premium ceded to reinsurers is recognised as an expense in
accordance with the pattern of reinsurance service received.
Accordingly, a portion of outward reinsurance premium is
treated as a prepayment at the balance date.

(F} Claims

The provision for outstanding claims is measured as the
central estimate of the present value of expecied fuiure
claims payments plus a risk margin. The expected fulure
payments include those in relation to claims reported but
not yet paid; claims incurred but not reported ("IBNR™);
claims incurred but not encugh reported (“"IBNER"), and
estimated claims handling costs.

The expected future payments are discounted 1o present
value using a risk free rate.

A risk margin is applied to the cenual estimate, net of
reinsurance and other recoveries, to reflect the inherent
uncertainty in the central estimate. This risk margin
increases the probability that the net liahility is adeguate
to a minimum of 85%.

(G) Reinsurance and other recoveries
Reinsurance and other recoveries on paid claims,
reported claims not yet paid, IBNR and IBNER are
recognised as ravenue.

Amounts recoverable are assessed in a manner similar
1o the assessment of outstanding claims. Recoveries are
measured as the present value of the expected future
receipts, calculated on the same basis as the provision
for outstanding claims,
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NOTES TO THE FINANCIAL STATEMENTS

FCR THE YEAR ENDED 31 DECEMBER 2006

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES CONTINUED

{H} Acquwsttion costs

A portion of acquisition costs refating to unearned premium
is deferred in recogniticn that it represents a future benefit.
Daferred acquisition costs are measured at the lower of
cost and recoverable amount. Deferred acguisition costs are
arnortised over the financial years expected 1o benefit from
the expenditure.

(' Investment income

Interest income is recognised on an accruals basis. Dividends
are recognised when due. Investment income includes
realised and unrealised gains or losses on financial assets
which are reported on a combined basis as fair value gains

ar losses on financial assets.

Investment income on ABC financial assets pledged for funds
at Lloyd's and expenses irom ABC securities for funds at
Llovd's. bath of which are separately identified. include fair
value gains and losses on the ABC swaps.

{J} Taxation

The income tax expense for the period is the tax payable

on the current period’s taxable income based on the notional
income tax rate for each jurisdiction. adjusied by changes

ir deferred tax assets and liabilities attributable 10 temporary
d flerences between the tax bases of assets and liabilities
and their carrying amounts in the financial statements.

Deferred tax assets and liabilities are recagnised for
temporary differences at the tax rate expected 1¢ apply
when the assets are recovered or liabilities are settled,
based on those tax rates which are enacted or substantively
enacted for each jurisdiction. The relevant lax rales are
applied 1o the cumulative amounts of deductible and taxable
temporary differences 10 measure the deferred tax asset

or liability. An exception is made for certain temporary
ditferences arising from the initial recognition of an asset

or liability. No deferred tax asset or liability is recognised

in relation to these temporary differences if they arose in

a transaction, other than a business combination. that at
the time of the transaction did not affect either accounting
or taxable profit or loss.

Ceferred! tax assets are recognised for deductible temporary
difterences and unused tax losses only if it is probable that
future taxable amounts will be available to utilise those
tamporary differences and losses.

Deferred tax liabilities and assets are not recognised for
temporary differences between the carrying amount and tax
bases of investments in controlled entities where the parent
entity is able to control the timing of the reversal of the
tamporary differences and it is probable that the differences
vqll not reverse in the near future.

Current and deferred tax balances attributable to amounts
rzcognised directly in equity are also recognised directly
in equity.

The company and all of its Australian wholly owned controlled
entities ("Australian entities”) have implemented the tax

consolidation legisiation. The company is the head entity

in a tax-consolidated group comprising the company and the
Australian entities. All entities in the tax-consolidated group
continte to account for their own current and deferred tax
ameounts. These tax amounts are measured as if each entity
continues 10 be a stand-alone tax payer in its own rignt.

In additien to its own current and deferred tax amounts,

the company also recognises any current tax or deferred
tax arising from unused tax losses and usused lax credits
assumed from controlled entities in the tax-consolidated
group. Details of the tax lunding agreement are included

in note B ta the financial statements.

(&) Cash and cash eytnvalents

Cash and cash equivalents includes cash at bank and on hand
and deposits at call which are readily convertible 1o cash on
hand and which are used in the cash management function
on a day (o day basis. net of bank overdrafts.

(L) Firancial assets

0 Pulicyholders and shareholders” funds
Palicyholders’ funds are those financial assets which are
held 1o fund the insurance provisions of the consclidated
entity. The remaining financial assets, including equities,
and investment properties (refer note 1{M)) represent
shareholders’ funds. Insurance profit is derived by
adding investment income on policyhalders’ funds to
the underwriting result.

All investments are managed and performance is evaluated
on a fair value basis for both internal and external reporting
in accerdance with the consolidated entity's decumented
invesiment stralegy.

i Basis of valuat.on

All investments are designated as fair value through profit

or loss on initial recagnition. They are initially recorded at fair
value and are subseqguently remeasured to {air value at each
reporting date. Fair value for each type of financial asset is
determined as follows:

Listed investments - by reference to the closing bid price of
the instrument at the balance date.

{Uniisted investmenis - the fair value of financial assets not
traded on an active market is determined using valuation
techniques including reference 1o:

« the fair value of recent arm's length transactions involving
the same strument or instruments that are substantially
the same;

« discounted cash flow analysis: and

« option pricing models.

All purchases and sales of financial assets that require
delivery of the asset within the time frame established by
regulation or market convention {“regular way” transactions)
are recognised at trade daie. being the date on which the
consolidated entity commits to buy or sell the asset.

Financial assets are derecognised when the right to receive
future cash flows from the assets has expired, or has been
transferred, and the consolidated entity has transferred
substantially ali the risks and rewards of ownership,
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES CONTINUED

(M} Investment properties
Investment properties are valued by reference to external
market valuations at fair value through the income statement.

(N} Derivative financiat instruments

The consolidated entity is subject to currency, cash flow,
interest rate, price. credit and liquidity risks. Denvative
financial instruments ("derivatives”) are used to manage these
risks. The consolidated entity does nat enter into, issue or
hold gerivatives for speculative trading purposes.

Derivatives are initially recognised at fair value on the date

a derivative contract is entered into and are subsequently
remeasured to their fair value. The method of recognising
the resulting gain or loss depends on whether the derivative
is designated as a hedging instrument and the nature of

the item being hedged. Derivatives which are not part of

a hedging relationship are valued at fair value through the
income statement. Derivatives which are part of a hedging
relationship are accounted for as set out in note 1{0). The
fair value of forward exchange contracts is determined using
forward exchange rales at the balance date.

{0} Hedging transactions

Derivatives held for risk management purposes which meet
the criteria specified in AASB 139 are accounted for by the

consolidated entity using fair value hedge accounting, cash
flow hedge accounting or hedging of a net investment in a

toreign operation as appropriate 1o the risks being hedged.

When a financial instrument is designated as a hedge, the
consolidated entity formally documents the relationship
between the hedging instrument and hedged item as well as
its risk management objectives and its strategy for undertaking
the various hedging transactions. The consolidated entity also
documents its assessment, both at hedge inception and on

an ongoing basis, of whether the derivatives that are used ior
hedging are highly effective in offsetiing changes in fair values
or cash flows of hedged items.

Hedge accounting is discontinued when:

= it is determined that a derivative is not, or has ceased 10
be, highly effective as a hedge:

* the derivative expires, ar is sold, terminated or exercised; or

*+ the hedged item matures, is sold or repaid.

(i} Fair value hedge accounting

Changes in the fair value of derivatives that qualify and are
designated as fair value hedges are recarded in the income
siatement, together with changes in the {air value of the
hedged asset or liability that are attributable to the hedged
risk. 1f the hedge no longer meets the criteria for hedge
accounting, the fair value hedging adjustment cumulatively
made 10 the carrying value of the hedged item is, for items
carried at amortised cost, ameoriised over the period 10
maturity of the previously designated hedge relationship
using the effective interest method. If the hedged item is sold
or repaid, the unamortised fair value adjusiment is recognised
immediately in the income statement.

NOTES TO "HE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

tin  Cash flow hedye accounting

For qualifying cash flow hedges, the fair value gain or loss
associated with the effective portion of the cash flow hedge
is recognised initially directly in shareholders’ equity and
transferred to the income statement in the period when the
hedged item will afiect profit or loss. The gain or lass on any
ineffective portion of the hedging instrument is recognised
in the income statement immediately. When a hedging
instrument expires or is sold, or when a hedge no longer
meets the criteria for hedge accounting, any cumulative
gain or loss existing in equity at that time remains in equity
and is recognised when the hedged item affects the income
statement. When a transaction is no longer expected (o
occur, the cumulative gain or loss that was recognised in
equity is immediately transferred to the income statement.

{in} Hedges of net investments in foreign operations
Hedges of net investments in foreign operations, including
monetary ilems that are accounted for as part of the net
investment, are accounted for in a manner similar to cash
flow hedges. The gain or loss on the effective portion of
the hedging instrument is recognised directly in equity and
the gain or loss on the ineffective portion is recognised
immediately in the income statement. The cumulative gain
or loss previously recognised in equity is recognised in the
income statement on the disposal or pariial disposal of the
foreign operation.

{P) Receivables
Receivables are measured at fair value through the income
statement and form part of policyholders’ funds.

{Q) Property, plant and equipment

Owner occupied properties are measured at fair value by
reference 1o external market valuations. When a revaluation
increases the carrying value of a property, the increase is
credited to the revaluation reserve in equity. To the exient
that the increase reverses a decrease previously recognised
in the income statement, the increase is first recognised in
the income statement. When an asset’s carrying amount

is decreased as a result of a revaluation, the decrease is
recognised in the income statemeni. To the extent that the
decrease reverses an increase previously recognised in
equity, the decrease is first recognised in equity.

All other plant and equipment is stated at historical cost less
accumulated depreciation.

Leasehold improvements, oifice equipment, fixiures and fittings
and motor vehicles are depreciated using the straight line
method aver the estimated useful life to the consolidated entity
of each class of asset. Estimated useful lives are between three
and 10 vears for all classes.

An asset’s carrying amount is written down to its recoverable
amount if the asset’s carrying amount is greater than its
estimated recoverable amount. Refer note 1(5).

(R} Intangible assets

(it Goodwill

Goodwill represants the excess of the cost of an acquisition
over the fair vatue of the consolidated entity's share of the
net identifiable assets acquired. Goadwill acguired in a
business combination is tested for impairment and is not
subject 10 amortisation.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

1

SIJMMARY OF SIGNIFICANT
ACCOUNTING POLICIES CONTINUED

il intangible assets

Intangible assets are measured at cosl. Those with a finite
usetul life are amortised using the straight line methad over
the estimated useful life. Estimated useful lives are between
three and 20 years. Intangible assets with an indefinite
uselul life are not subject 1o amortisation but are tested for
impairment annually or more often if there is an indication
of impairment.

{$) Impairment of assets

Assets, including goadwill and intangibles, that have an
indefinite useful lite are tested annually for impairment or
maore frequently when changes in circumstances indicate
that the carrying amount may not be recoverable. Assets
that are subject to amortisation are reviewed for impairment
whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. An impairment
loss is recognised as the amount by which the asset’s
carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset's fair value
less costs to selt and its value in use. For the purposes of
assessing impairment, assets are grouped in cash generating
uniis which are the lowest levels for which there are
separately identifiable cash flows.

(T} Financial liabilities

Fivancial tiabilities are initially measured at fair value and are
subsequently measured at amortised cost. Any difference
between the proceeds and the redemption amount is
recognised in the income statement over the pericd of the
financial liability using the effective interest methad.

On issue of hybrid securities, the fair value of the liability
component, being the obligation to make tuture payments
ol principal and interest to investors, is calculaled using a
market interest rate for an equivalent non-convertible note.
The residual amount, representing the fair value of the
conversion option, is included in equity with no recognition
of any change in the vatue of the option in subsequent
periods. The liability is included in financial liabilities and
carried on an amortised cost basis with interest on the
securities recognised as financing costs on an effective
interest methaod until the liability is extinguished on
conversion or maturity of the securities.

Financial liabilities are classified as current liabilities unless
the consolidated entity has an unconditional right to defer
settlement of the liability for at least 12 months after the
balance date.

(L)} Foreign currency transiation

{1 Functional and presentation currency

ltems inciuded in the financial statements of controlled
entities are measured using the currency of the primary
econgmic environment in which the entity operates {"the
functional currency”). The consolidated entity's financial
statements are presenied in Australian dollars, being the
functional and preseniation currency of the company.

l Tl Emm WiV NV Sl Sl WV '

iy Transiation of fureign currency transactions

and balances
Foreign currency transaclions are translated into functicnal
currencies at the rates of exchange at the dates of the
transactions. At the balance date. menetary assets and
liabilities denominated in foreign currencies are translated
at the rates of exchange prevailing at that date. Resulting
exchange gains and losses are included in the income
statement.

tmt Translation of overseas controiled entities

The results and balance sheets of all overseas controlled
entities that have a functional currency ditferent from the
presentation currency are transtated into the presentation
currency as follows:

» assets and liabilitias are translated at the closing balance
date rates of exchange:

- income and expenses are translated at cumulative average

rates of exchange; and

all resulting exchange differences are recognised as

a separate component of equity.

On consclidation, exchange differences arising from the
translation of the net investment in overseas contralled entities.
and of financial liabilities and other instruments designated as
hedges of such investments. are taken 10 shareholders’ equity.
When an overseas controlled entity is sold, these exchange
differences are recognised in the income statement as part

of the gain or loss on sale.

(vt Hedging transactions
Cerivatives are used to hedge the foreign exchange
risk relating to certain transactions. Refer to note 1(C).

(V) Equity

Ordinary shares are classified as equity. Incremental costs
directly attributable to the issue of new shares or options

are shown in equity as a deduction from the proceeds, net

of tax. Incremental costs directly attributable 1o the issue of
new shares or aptions, or for the acquisition of a business,
are included in the cost of acquisition as part of the purchase
consideration.

The equity component of hybrid securities is calculated and
disclosed as set out in note HF).

(Wi Earmings per share

{n  Basic earnings per share

Basic earnings per share is determined by dividing net profit
after income tax attributable to members of the company.,
adjusted for the cost of servicing equity other than ordinary
shares. by the weighted average number of ordinary shares
outstanding during the financial year, adjusted for bonus
elements in ordinary shares issued during the vear.

tiy Diluted earnmgs per share

Diluted earnings per share adjusts the earnings figure used

in the determination of basic earnings per share ic exclude
the after income tax effect of interest and other financing
cosls associated with dilutive patentiat ordinary shares and
the weighted average number of shares assumed 10 have
been issued for no consideration. It also adjusis the weighted
average number of shares to include dilutive potential ordinary
shares and instruments with a mandatory conversicn feature.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES CONTINUED

{X) Dividends

Dividends are recognised when appropriately authorised and
no longer at the discretion of the entity, on or before the end
of the financial year but not distributed at the balance date.

{Y} Employee henefits

(1} Superannuation

The consolidated entity participates in a number of
superannuation plans and contributes to these plans in
accordance with plan rules and actuarial recormmendations,
which are designed to ensure that each plan’s funding
provides sufficient assets to meet its liabilities.

Defined contribution plans
For defined contribution plans, contributions are expensed
as incurred.

Defined benefit plans

The liability recognised in the balance sheet in respect of
defined benefit superannuation plans is the present value

of the defined benefit obligation at the balance date less the
fair vaiue of plan assets, adjusted for any unrecognised past
servica costs. The defined benetit ehligation is calculated
annually by independent actuaries using the projected unit
credit method. The present value of the defined benefit
abligation is determined by discounting the estimated
future cash outflows using interest rates of high guality
corporate or government bonds that are denominated in

the currency in which the benefits will be paid, and that have
a term to maturity approximating the term of the related
superannuation liability. Actuarial gains and losses arising
from experience adjustments and changes in actuarial
assumptions are recognised directly in equity. Past service
costs are recognised immediately in income, unless the
changes to the superannuation plan are conditionat on the
employees remaining in service for a specified period of time
{the vesting period) in which case the past service cosis are
amortised on a straight line basis over the vesting period.

(i} Share based payment

The consolidated entity operates an equity settled, share
based compensation plan. No expense is recognised for
options and conditional rights granted before 7 November
2002 and/or vested before 1 January 2005. For all other
options and conditional rights, the fair value of the employee
services received in exchange for the grant of those
instruments is recognised as an expense. The total amount
to be expensed over the vesting period is determined by
reference 1o the fair value of the instruments granted.
axcluding the impact of any non-market vesting conditions.
The fair value at grani date of the opticns and conditional
rights is calculsted using a binomial model. The {air value
of each instrument is expensed evenly over the period
between grant and vesting dates. Non-market vesting
conditions are included in assumpticns about the number
of instruments that are expected to become exercisable.
At each balance date, the consolidated entity revises its
estimates of the number cof options that are expected to
become exercisable.

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

The consolidated entity recognises the impact of the revision
of original estimates, if any, in the income statement, with a
comresponding adjustment to equity.

{in) Profit sharing and bonus plans

The consolidated entity recognises a liability and an expense
for bonuses and profit sharing. based on a formula that takes
into consideration the profit attributable to the company’s
shareholders after certain adjustments.

{iv) Termination benefits

Termination benefits are payable when employment is
terminated before the normal retirement date or when

an employee accepts voluntary redundancy in exchange
for these beneiits. The consolidated entity recognises
termination benefits when it has demonstrably committed
1o either:

» terminating the employment of current employees
according 1o a detailed formal plan without possibility

of withdrawal; or

providing termination benefits as a result of an offer made
to encourage veluntary redundancy.

{v} Long service leave

The provision for long service leave is measured as the
present value of expected future payments to be made
in respect of services provided by employees up to the
reporting daie using the projected unit credit method.

Benefits falling due more than 12 menths after the balance
date are discounted to present value.

{Z} Treasury shares held in trust

The assets, liabilities and resulis of share based remuneration
trusts are included in the balance sheet and results of the
consolidated entity. These trusts may ho!d shares in the
company io satisfy the company’s obligations under the
Employee Share and Option Plan {"the Plan’}. Any shares in
the company held by a trust are measured at cost {including
any attributable acquisition costs). No gain or loss is
recognised in the income statement on the sale, cancellation
or reissue of these shares. On consolidation, these shares
are presented on the balance sheet as treasury shares held in
trust and represent a reduction in equity.

{AA] Leases

Leases in which a significant portion of the risks and rewards
of ownership are retained by the lessor are classified as
operating feases. Payments made under operating leases
(net of any incentives received from the lessor) are charged
to the income statement on a straight line basis over the
pericd of the lease.

{AB} Rounding of amounts

The company is of a kind referred 10 in the ASIC class order
98/0100 dated 10 July 1398 (as amended by class order
04/667 dated 15 July 2004} refating to the “rounding off”

of amounts in the financial statements. Amounts have been
rounded off in the financial statements 1o the nearest million
dollars or, in certain cases. 1o the nearest thousand doilars
in accordance with that class order.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006
)
e

AUSTRALIAN ACCOUNTING STANDARDS AND INTERPRETATIONS ISSUED
BT NOT YET EFFECTIVE

TITLE QPERATIVE DATE
2¢05-10 Amendments to Australian Accounting Standards (AASB 132, AASB 101, AASB 114, 1 January 2007

AASB 117. AASE 133, AASB 139, AASB 1. AASB 4, AASB 1023 and AASB 1038)
AMSE 7 Financial Instruments: Disclosures 1 January 2007
UG 8 Scope of AASB 2 1 January 2007
UG 9 Reassessment of Embedded Derivatives 1 January 2007
UIG 10 Interim Reporting and Impairment 1 January 2007
AASBE 101 Presentation of Financial Stataments {revised October 2008) 1 January 2007

These amendments are not effective for the vear ended 31 December 2006 and have not been applied in preparing
the consolidated entity’s and the company’s financial statements. The application of these standards is not expected 1o have
a material impact on the consclidated entity’s or the company’s financiat statements.

The consolidated entity and the company wili apply these standards for the annual reporting period beginning on the operative date
set out above.

3
CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The consolidated entity is an international general insurance and reinsurance group underwriting most major commercial
and personal lines classes of business through operations in 44 countiies. The class of business mix and an analysis of the
consolidated entity’s gross written and net earmed premium from insurance and reinsurance business is shown on page 15.
The head office function is located in Australia and exists to supporl the activities of divisional operations as follows:

Australia Pacific Asia Central Europe {"APACE"), which comprises general insurance operations in 26 countries under a single
management structure;

European operations. which comprises reinsurance business written in the UK and Ireland. general insurance business written
in the UK and throughout mainland Europe, and both general insurance and reinsurance business written through Lloyd's

of London; and
OBE the Americas, which comprises general insurance and reinsurance operations in the US and a number of Latin American countries.

In view of this geographic and product diversity, the consolidated entity has developed a strong, centralised risk management
and policy framework designed 1o ensure consistency of approach across a number of operational activities. subject to the
specific requirements of local markets, legislation and regulaton. Such operational activities include underwriting, claims
management, actuarial assessment of the claims provision and investment managerent. In addition, the assessment of the
risk margin undertaken at a divisional level is subject to detailed head office review and the consolidated entity's probability
of adequacy is determined by the chief actuarial officer

Given the centralised approach to many of its activities and the product and geographical diversification. sensitivity analyses

in respect of critical accounting estimates and judgments are presented at the conselidated entity level in order to provide a
ieve! of analysis which is meaningful, relevant, reliable and comparable year on year. It is considered that disclosure at business
segment or product level would net provide & meaningful overview given the complex interrelationships between the variables
underpinning the consolidated entity’s operations.

The consolidated entity makes estimates in respect of certain key assets and liabilities. Such estimates are determined by
qualified and experienced employees with reference to histarical data and reasoned expectations of future events. The key
areas in which critical estimates and judgmants are applied are described below.

(&) Ulimate liability arising trom claims made under insurance contracts
Provisian is made for the estimated cost of claims incurred but not settled at the balance date. The estimated cost of claims
inzludes diract expenses that are expected 1o be incurred in settling thosa claims.



e NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS CONTINUED

The estimation of IBNR is generally subject to a greater degree of uncenainty than the estimation of the cost of settling claims
already notified to the consolidated entity, where more information about the ¢laims is generally available. Liability and other long
tail classes of business, where claims settlement may not happen for many years after the event giving rise to the claim, typically
display greater variability between initial estimates and final settlement due to delays in reporting claims. uncertainty in respect of
court awards and future claims inflation. Claims in respect of property and cther short tail classes are typically reported anc settled
sooner after the claim event, giving rise to more certainty. The estimation techniques and assumptions used in determining the
outstanding claims provision and the associated reinsurance and other recoveries are described below.

(iy Insurance risk assumptions

The consalidated entity's process for establishing the cutstanding claims provision involves extensive consultation with internal and
external actuaries, claims managers, underwriters and other senjor management. This process includes guarterly internal claims
review meetings attendad by senior divisional and Group management and detailed review by external actuaries at least annually.
The risk management procedures related to the actuarial function are explained further in note 4.

The determinatian of the amounts that the consolidated entity will ultimately pay for claims arising under insurance and .
reinsurance contracts involves a number of critical assumptions. Some of the uncertainties impacting these assumptions .
are as follows:

* changes in patterns of claims incidence, reporting and payment;

« volatility in the estimation of future cests for long tail insurance classes due to the longer pericd of time that
elapses before a definitive determination of the ultimate claims cost can ba made;

+ incidence of catastraphic events close to the balance date:

+ changes in the legal environment, including the interpretation of liability laws and the quantum of damages; and

« social and economic trends, for example price and wage inflation and interest rates.

The potential impact of changes in key assumptions on the consolidated entity’s income statement and balance sheet are
summarised in note 3{A){vii).

{il Central estimates
The outstanding claims provision comprises the central estimate and a risk margin which is added 1o the central estimate to
achieve a desired probability of adequacy. The outstanding claims provision s discounted at risk free rates of return to reflect

the time value of money.

A central estimate is an estimate of the level of claims provision that is intended to contain no intentional under or over
estimation. As the consolidated entity reguires a higher probability that estimates will be adequate over time, a risk margin is
added to the centrat estimate of outstanding claims.

Central estimates for each class of business are determinad by reference to a variety of estimation techniques. generally based

on a statistical analysis of historical experience which assumes an underlying pattern of claims development and payment,

The final selected central estimates are based on a judgmentat consideration of the results of each method and gualitative

information, for example, the class of business, the maturity of the portfolio and the expected term to settlement of the class. .
Projections are based on both historical experience and external benchrmarks where relevant.

Central estimates are calculated gross of any reinsurance recoveries. A separate estimate is made of the amounts recoverable
from reinsurers based on the gross cutsianding claims provision,

{iiiy Risk margin

The determination of the appropriate level of risk margin takes into account the uncertzinty or variability of each class of business
and the diversification benefits achieved by writing a number of classes of business in a number of geographic locations.

The measurement of variability by class of business uses techniques similar to those used in determining the central estimate.
These techniques determine a range of possible outcomes of ultimate payments and assign a likelihood to outcomes at
different levels. The use of a range of outcomes allows a determination of the risk margin required 10 provide an estimate at

a given probability of adeguacy. e.g. nine times in 10 (a 90% probability of adequacy). These techniques use standard statistical
distributions, and the measure of variagility is referred to as the standard deviation or the coefficient of variation.

The risk margin required to provide a given probability of adequacy for two or more classes of business or for two or more
geographic locations combined is likely to be less than the sum of the risk margins for the individual classes. This reflects the
benefit of diversification in general insurance. The statistical measure used to determine diversification is called the carrelation.
The higher the correlation between two classes of business, the more likely it is that a negative outcome in one class will
correspond to a negative outcome in the other class. For example, high correlation exists in classes of business affected by court
cases involving bodily injury claims such as motor third pany liability (CTP), workers’ compensation and public liability.
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CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS CONTINUED

Whilst there are estimation techniques for determining correlations, they are difficult to apply. The correlations adopted by the
consolidated entity are normally derived from industry analysis, the consotidated enlity’s historical experience and the judgment
of experienced and gqualified actuaries.

The risk rmargin for the consolidated entity is determined by analysing the variability of each class of business and the correlation
between classes of business and divisions. Correlations are determined for aggregations of classes of business, where appropriate,
at the divisianal level. Applying correlations between divisions results in a further diversification benefit 1o the consolidated entity
with a consequent impact on the consolidated entity’s risk margin.

The potential impact of changes in the coefficient of variation assumptions on the consolidated entity’s income statement and
balance sheet is summarised in note 3{Avii).

{iv) Assets anising from contracts with reinsurers

Assets arising from contracts with the consolidated entity's reinsurers are determined using the same methods described above.
in addition, the recoverability of these assets is assessed at each balance date (o ensure that the balances properly reflect the
arnounts that will ultimately be received, taking into account counterparty and credit risk.

vl Expected present value of future cash flows for future claims
The expected present value of future cash flows for future claims and risk margin used in the liability adequacy test are
determined using the same methods described above.

tvi) Financial assumptions used to determing outstanding claims provisrons
The outstanding claims provision is discounted to net present value using a risk free rate of return. Details ot risk {ree rates
applied are as follows:

2006 2005
% %
SUCCEEDING SUBSEQUENT SUCCEEDING SUBSEQUENT
YEAR YEARS YEAR YEARS
Austratia Pacific Asia Central Europe 297 -1275 297-1275 270-1340 270-13.40
Evropean operations 4 80 -5.10 4.80 - 5.10 430-440 430 -4.40
the Americas 4.80 4.80 440 4.40

480-635  480-635  ¢30-553  430-538

The potential impact of a change in discount rates on the consolidated entity’s incame statement and balance sheet is
summansed in note 3{AXvii}.

The weighted average terms to settiement of net outstanding claims at the balance date are as follows:

2008 2005

YEARS YEARS

Australia Pacific Asia Central Europe 26 28
European operations 29 3.0
the Americas 22 2.2
Equator Re 2.3 1.9
Consolidated entity 28 29

The potential impact of a change in the weighted average term 1o settlement on the consolidated entily’s income statement and
balance sheet is summarised in note 3{Aj{vii).

The consolidated entity's exposure to interest rale risk in respect of financial assets is aiso considered in note S(AKii).

vii) Impact of changes (n key vanables on the outstanding clasms provision

The impact of changes in key outstanding claims variables are surnmarised in the table on page 83. £ach change has been
calculated in isolation of the other changes and each change shows the after tax impact on profit and equity assuming that
there is no change 10!

+ Any of the other variables - This is considered unlikely as, for example. an increase in interest rates is normally accompanied
by an increase in the rate of inflation. As can be seen from the table on page 83, the impact of a change in ¢iscount rates is
largely offset by the impact of a change in the rate of inflation. The impact of a change in interest rates on financial assets is
shown in note 5(0).
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CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS CONTINUED

+ The probability of adequacy - The directors and management have set an internal target range of 85% to 94% for the
probability of adequacy of the outstanding claims provision. It is likely that if, for example, the central estimate was to increase
by 5%, at least part of the increase would result in a decrease in the probability of adequacy. which is currently estimated to be
94.6%. Likewise, if the coefficient of variation were to increase by 1%, it is likely that the probability of adequacy would reduce
from its current level and that the change would therefore impact the amount of risk margins held rather than net profit after
income tax or equity.

FINARCIAL IMPACT"

MOVEMENT IN VARIABLE PROFIT {LOSS) EQuITY

% M ™

Central estimate +5 (359) (359}
-5 359 359

Inflation rate +1 (207) (207}
-1 198 198

Discount rate +1 209 208
-1 {224} (224)

Coefficient of variation +1 {122} (122}
-1 123 123

Weighted average term 10 settlement +10 113 113
-10 (122) (122}

{1) Determined at the cansolidated entity lavel net of reinsurance and taxation at the prima facie rate of 30%.

(B} Retirement benefit obiligations
The present value of the obligations arising from the consolidated entity’'s defined benefit superannuation plans is detarmined by
external acluaries based on discount rate, mortality, salary growth and investment return assumptions. Key assumptions are set

outin note 29.

The discount rate applied 16 the various plans is the interest rate on high quality corporate bonds (where there is a sufficiently
deep market) or the appropriate government bond rate. The surplus or deficit at each balance date varies to reflect changes in
interest rates.

Mortality assumptions are affected by experience which indicates increasing longevity, particularly for certain age groups of the
population. The consolidated entity has considered the consensus of professional opinions from a number of external aciuaries
in respect of the appropriateness of the mortality tables selected for use in the valuation of the superannuation obligations {or
each of the consolidated entity’s plans,

The potential impact of a change in the most sensitive assumption on the consolidated entity’s income statement and batance
sheet is summarised below.

FINANCIAL IMPACT"

MOVEMENT IN VARIABLE PROFIT {LOSS) EQUITY

% M M

Discount rate +1 - 79
- - (991

(1) Determined at the consaiidated entity tevel net of taxation at the prima facie rate relevant 1o the superannuation plan.

(C) Intangible assets

Goodwill and intangible assets with an indefinite usetul life are tested annually for impairment. or more frequently when changes
in circumstances indicate that the carrying amount may not be recoverable. Intangible assets subject to amortisation are
reviewed for impairment whenevar events or changes in circumstances indicate that the carrying value may not be recoverable.
The impairment review is based on the net present value of estimated future cash flows of the relevant cash generating unit,
which is determined by reference to, amengst other factors, the estimated combined operating ratio in the business plan.

If the combined operating ratio applied in thase calculations was increased by one per cent over management's estimates at
31 Decernber 20086, the consalidated entity would have no requirement 1o reflect an impairment write down.
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INSURANCE CONTRACTS - RISK MANAGEMENT POLICIES AND PROCEDURES

An overview of the consalidated entity’s risk management framework is provided in the risk management slatement on pages 18
and 19 and in the risk management section of the corporate governance statement on pages 43 to 50. The consolidated entity’s
risk management ebjactives are to:

= avoid unwelcome surprises by reducing unceriainty and volatility;
+ achieve competitive advantage through better undersianding the risk environment in which the consolidated entity operates. and
+ optimise risk and mare effectively allocate capital and resources by assessing the balance of risk and reward.

A fundamental part of the cansclidated entity's overall risk management straiegy is the effective governance and management
of the risks that impact the amount, timing and uncertainty of cash flows arising from insurance contracts. These risks include
insurance and reinsurance risks, financial risks and other risks such as regulatory and capital risks.

One of the comerstones of the consolidated entity's risk management framework is the recruitment and retention of high quality
people whao are entrusted with appropriate lavels of autonomy within the parameters of disciplined risk management practices.
The consolidated entity operates a system of delegated authorities based on expertise and proven performance, and compliance
is closely monitored.

(A} Insurance and reinsurance risks
The consolidated entity has established protocols to manage its insurance risks across the underwriling, claims and actuarial

disciplines.

0 Underwriting risks

Selection and pricing of risks

Underwriting authority is delegated to experienced undenwriters for the forthcoming year following a detailed retrospective and
prospective analysis of each class of business as part of the consolidated entity’s annual business planning process. Delegated
authorities reflect the level of risk which the consolidated entity is prepared to take. The authorities include reference to some
cembination of:

* gross writien premium:

* premium per contract;

* sum insured per contract;

+ aggregale exposures per zone:

- probable maximum loss and realistic disaster scenarios {"RDSs");
levels and quality of reinsurance protection;

» geographic exposures; and/or

« classes of business and types of product that may be written.

Lirnits in respect of each of the above are set at a portiolio, divisional and consolidated entity level and are included within
business plans for individual classes of business. They are adjusted at a local level to reflect a risk factor in respect of each
controlled entity depending on previous underwriting results, the economic environment and cther potential drivers of volatility.

Insurance and reinsurance palicies are writlen in accordance with local management practices and regulations within each
jurisdiction taking into account the consolidated entity's risk tolerance and underwriting standards. Non-standard and long term
policies may only be written if expressly included in the delegated autherities. No individual leng term or nen-standard policy

is material to the consolidated entity.

Pricing of risks is controlled by use of in-house pricing models refevant to the specific portiolio and markets in which the
consolidated entity operates. Experienced underwriters and actuaries maintain historical pricing and claims analysis for gach
portfolio and this is combined with a detailed knowledge of the current developments in the respective markets and classes
of business.

Concentration risk

The consalidated entily’s exposure to concentrations of insurance risk is mitigated by a portfolio diversified across 44 countries
and hundreds of classes of business. Product diversification is achieved through a strategy of developing strong underwriting
skills in a wide variety of classes of business. A combination of core and specialty products under the control of proven
employees skiled in underwriting such products allows the consolidated entity to lead underwrite in many of the markets

in which it operates.
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INSURANCE CONTRACTS - RISK MANAGEMENT POLICIES AND PROCEDURES CONTINUED

The consolidated entity has potential exposure to catastrophe losses that may impact more than one aperating division. Each
year, the consolidated entity sets its tolerance to concentration risk. RDSs, using industry standard and QBE determined probabie
maximum losses and various catasirophe modets. are calculated for each portfolio during the business planning process. These
ADSs are aggregated across all portfolios and divisions to detesmine the consalidated entity's maximum event retention {"MER")
which is the estimated maximum net loss from major natural catastrophes with an approximate return period of 250 years. The
MER must be less than the consolidated entity's concentration risk tolerance, otherwise steps such as the purchase of additional
reinsurance are taken to limit the exposure.

In 2006, the net cost to the consolidated entity of catastrophic events above $2.5 million was $251 million belore 1ax (2005
$554 millien befare tax).

Reinsurance risk
The consolidated entity's strategy in respect of the selection, approval and manitoring of reinsurance arrangements is addressed

by the following protocols:

» treaty or facultative reinsurance is placed in accordance with the requirements of the consolidated entity’s reinsurance
management strategy and Group security committee guidelines; and

« reinsurance arrangements are regularly reassessed to determine their effectiveness based on current exposures, historic
losses and potential future losses based on RDSs and the consolidated entity’s MER.

The consclidated entity’s exposure to reinsurance counterparties and the credit quality of those counterparties is actively monitared.

{ii) Claims management and claims provisioning risks

The consolidated entity’s approach to determining the outstanding claims provision and the related sensitivities are set
out in note 3. The consolidated entity seeks to ensure the adequacy of iis outstanding claims provision by reference to the
foilowing controls.

- Experienced claims managers work with underwriters on coverage issues and operate within the levels of authority delegated
1o them in respect of the settlement of claims.

+ Processes exist 1o ensure that afl claims advices are captured and updated on a timely basis and with a realistic assessment

of the ultimate claims cost.

Initial IBNR estimates are set by experienced internal actuaries in conjunction with the local produci managers and

underwriters for each class of business in each business unit.

+ The aggregate outsianding claims provision for each contrelled entity is assessed in a series of quanterly internal claims review
reetings, which are attended by senior divisional management and one or both of the chief risk officer and Group chiel
actuarial officer in order to ensure consistency of provisioning practices across all divisions.

- Approximately 90% of the consolidated entity’s outstanding claims pravision is reviewed by external actuaries at least annually,

Despite the rigour involved in the establishment and review of the outstanding claims pravision, the provision is subject
to significant unceriainty for the reasans set out in note 3.

(B} Financial risks arising from insurance contracts

The consolidated entity is exposed to the risk that interest rate movements may materially impact the value of the outstanding
claims provision. Historically, there has been a high correlation between changes in discount rates and the movement in claims
inflation. The financial impact of changing interest rates on outstanding claims is therefore expected to be offset in the longer

term by similar changes in claims inflation,

(C} Other risks arising from insurance contracis
The consolidated entity is exposed to a number of other risks arising from insurance contracts.

{iy Copital and reguiatory risks

Australian and overseas controlted entities are subject to extlensive prudential regulation in the jurisdictions in which they
conduct business. Prudential regulation is generally designed to protect policyholders. Regulation covers a number of areas
including solvency. change in control and capital movement limitations. The regulatory environment in Australia and overseas
continues to evolve in response 10 economic, political and industry developments. The consolidated entity works closely with
regulaters and monitors regulatory developments across its global operations to assess their potential impact on its ability to
meet solvency and other requirements.

it Acquisition risks

The consolidated ertity’s strategy of growth by acquisition exposes it to additional risks. Acquisition risks are principally managed

by the consolidated entity's controls over the due diligence and subsequent integration processes. The consolidated entity has
experienced due diligence teams in each of the divisions and has documented minimum requirements for carrying out due diligence.
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FINANCIAL RISK MANAGEMENT

The activilies of the consolidated entity expose it to financial risks such as market risk (including currency risk. cash flow and

fair value interest rate risk and price risk), credit risk and liguidity risk. The consolidated entity’s risk management framework
recognises the unpredictability of financial markets and seeks to minimise potential adverse effects on the financial periormance
of the Group.

The key objectives of the consclidated entity’s asset and liability managemeant strategy are to ensure sufficient liguidity is
maintained at all times 1o meet the consolidated entity’s obligations, including its settlement of insurance liabilities and, within
these parameters, 1o oplimise investment returns for policyholders and shareholders.

(A} Market nsk

il Currency nsk

The consolidated entity is exposed to foreign currency risk in respect of its net foreign currency exposures. This risk is managed
as follows.

» Each controlled entity manages the volatility arising from changes in foreign exchange rates by matching liabilities with assets
of the same currency, thus ensuring that any exposures Lo overseas currencies are minimised.

» Forward foreign exchange contracis are used to protect residual currency positions. These forward foreign exchange contracts

are accounted for in accordance with the derivatives accounting policy set out in note 1(N).

The consolidated entity manages the foreign currency exposures arising {rom the revaluation of net investments in foreign

operations to Australian dollars using either foreign currency interest bearing liabilities designated as hedging instruments or

forward toreign exchange contracts designaied as hedging instruments.

Those arrangements which meet the hedging criteria set out under AASB 139 are accounted for in accordance with the
accounung policy set out in note 1{0). The effectiveness of the currency management processes and the related use of derivatives
is actively manitored by the Group treasurer and Group chief financial officer.

The risk management process covering forward foreign exchange contracts and hedges involves close senior management
szrutiny, including regular board and ather management reporting. All forward foreign exchange coniracts and hedge transactions
are subject 10 delegated autherity levels provided 1o management, anc the levels of exposure are reviewed on an ongoing basis.

All instruments that are designated as hedges are tested for effectiveness on both a prospective and retrospective basis.
These tests are performed at {east quarterly

{11) Cash flow and fair value interest rate risk

The consolidated entity is exposad 10 interest rate risk arising on interest bearing assets, Assets with floating rate interest expose
the consolidated entity to cash How interest rate risk. Fixed interest rate assets expose the consolidated entity 10 fair value
interest rate risk. The consclidated entity's strategy is to invest in high quality, liguid fixed interest secunties and cash and 1o
actively manage duration. The investment portfolios are actively managed to achieve a batance between cash flow interest rate
risk and fair value interest rate risk bearing in mind the need to meet the liquidity requirements of the insurance business

The consolidated entity is also exposed 1o interest rate risk arising from long term interest bearing liabilities.

Eurobonds issued at variable interest rates expose the consclidated entity 1o cash flow interest rate and foreign currency risk.
The consolidatec entity manages this cash flow interest rate risk by using floating to fixed cross currency interest rate swaps,
details of which are set out in note 24.

The consolidated entity is exposed to fair value interest rate and currency fisk in respect of ABC securities and is exposed 10 ¢ash
flow interest rate risk on the ABC financial assets pledged. The consolidated entity manages these risks by using floating to fixed
interest rate swaps and floating to fixed cross currency interest rate swaps, details of which are set out in note 34.

Other long term interest bearing liabilities are mainly fixed inlerest rate borowings valued at amortised cost and theretore do not
expose the entity 1o cash flow or fair value interest rate risk.

The consolidated entity's exposure to interest rate risk and the effective weighted average interest rate for each significant class
ol interest bearing financial asset and liability is provided on the opposite page.
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FIXED INTEREST RATE MATURING IN

FLOATING
INTEREST 1 YEAR 1702 2701 3104 4T0 5 OVER &
2006 RATE  ORLESS YEARS YEARS YEARS YEARS YEARS TOTAL
(i} Net interest bearing financial
assets {excluding ABC financial
assets and ABC securities)
Interest bearing securities M 2,353 12,957 1,057 428 32 44 303 17,174
Weighted average interest rate Yo 48 5.1 53 5.1 6.3 6.7 6.6 5.1
Financial liabilities &M - {77} - {433) - - (1.854) (2,364)
Welghted average interest rale % - 3.2 - 5.6 - - 5.9 5.8
_Net interest bearing financial assets M 2353 12880 1,057 ) 32 44 (1,651) 14,810
{ii) ABC financial assets and ABC
securities .
ABC financial assets pledged for
funds at Lloyd's M - - 696 299 - - - 895
Weighted average interest rate™ Y% - - 33 30 - - - 3.2 |
ABC securities for funds at Lloyd's M - - (671) {275) - - - (946}
Weighted average intereslt rate Y% - - 4.8 4.7 - - - 4.8
MNet ABC financial assets and ABC
securities ™M - - 25 24 - - - 49
(1) Weighied average interesi rate is net of swap income.
FEXED INTEREST RATE MATURING IN
FLOATING
INTEREST 1 YEAR 1102 2703 3104 4T0S OVER S
2005 RATE  OR LESS YEARS YEARS YEARS YEARS YEARS TOTAL
{i) Net interest bearing financial
assets [exctuding ABC financial
assets and ABC securities)
Interest pearing securities ™M 3.100 9,376 1.803 526 217 360 447 15,829
Weighted average interest rate % 4.3 4.7 48 5.0 b4 55 58 4.7
Financial liabilities ™M {400) - - - (404} (344} 982) (2,130}
‘Weighted average interest rate. .~ % ,,f,iau_. - - = 5.7 2.8 3.4 5.2
Net interest bearing financial assets $M 2,700 9.376 1,803 526 {187 16 (535) 13.699 . ‘
{ii} ABC financial assets and
ABC securities
ABC financial assets pledged for
funds at Lloyd's ™M - - - 750 282 - - 1.032
Weighted average interest rate' % - - - 3.4 3.3 - - 34
ABC securities for funds at Lloyd's M - - - (720) (295} - - {1,015)
_Weighted average interest rate __ % - - - a8 47 - - 4.8
Net ABC financial assets and
ABC securities kG - - - 30 {13} - - 17

(1} Weighted average interest rate is net of swap income.
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FINANCIAL RISK MANAGEMENT CONTINUED

2006 2005
H,] H1]
{iii) Reconciliation of net financial assets to net assets
Net financial assets
Interest bearing 14,810 13.699
ABRC financial assets pledged for funds at Lloyd's 995 1.032
ABC securities for funds at Lloyd's {946) (1.015)
Non-inierest bearing and other 1,390 1.401
Net insurance liabilities {12,031) {11.267)
Net non-financial assets 21 1.309
Net assets 5,349 5,159

The potential impact of mavements in interest rates on the consolidated entity’s income statement and balance sheet in refation
to the valuation of financial assets is summarised in note 5{D).

(i) Price rishk

The consolidated entity is exposed ic price or market valug risk on its investment in equities and fixed interest securities and
uses forward contracts and oplions to manage this exposure. The risk management processes over these forward contracts and
options are the same as those explained in note 5{AXI) in respect of forward foreign currency contracts.

Eguities are held mainly against shareholders’ tunds. At 31 December 2006, 8.6% {2005 3.6%) of the consolidated entity's
financial assets and cash were held in listed equities. The potential impact of movements in the market value of equities on the
consolidated entity's income statement and balance sheet is shown in note 5(D).

(BY Credit risk
Credit risk exposures are calculated regularly and compared with authorised credit limits before further transactions are
undertaken with each counterparty.

92% (2006 77%) of total fixed interest and cash is with counterparties having 8 Moody's rating of Aa3 or better. The consalidated
entity does not expect any investment counterparties to tail to meet their obligations given their strang credit ratings and
therefore does not require collateral or other security to support derivatives. The consalidated entity only uses derivatives in
highly liguid markets.

IC) Liquidity risk

Ir addition 1o treasury cash held for working capital requirements, a minimum percentage of the consclidated entity’s 1otal
financial assets is held in liquid. short term maney market securities to ensure there are suificient liquid tunds available to meet
ooligations. Details of the consolidated entity’s financial assets are provided in note 11. A1 31 December 2008, the mean term of cash
and fixed interest investments was 0.4 years {2005 0.6 vears).

Te consolidated entity limits the risk of liquidity shortfalls resulting from a mismatch in the timing of claims payments and
receipt of claims recoveries by negatiating cash call clauses in reinsurance contracts and seeking accelerated seitlements for
large claims.

() Impact of changes in key variables

FINANCIAL IMPACT!

MOVEMENT IN VARIABLE PROFIT (LOSS} EQUITY

% M M

Interest rate movement — impact on fair value of fixed interest securities +1 {50) (50)
-1 54 b4

Market value of equities +1 12 12

-1 {12) (12)

{1 Determinea at the consolidated entity leve! netl of laxaucon at the prima facie rate of 30%.
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REVENUE
THE COMPANY CONSOLIDATED
2006 2005 2006 2005
M M M M
Premium revenue
Direct and facultative - - 8,601 7.6086
Inward reinsurance - - 1,468 1.565
- - 10,069 9171
Other revenue
Reinsurance and other recoveries - - 977 2.327
Interest and dividend income 2,352 520 773 616
Foreign exchange gains - - 18 3
2,352 520 1,768 2.946
Net fair value gains on financial assets 2 - 207 217
Net fair value gains ¢n investment properties - - 6 m
Realised gain (ioss} cn sale of controlled entities 16 829 m 11
Investment income — ABC financial assets pledged
for funds at Lloyd's 30 43 122 84
Revenue 2,400 1.197 12,11 12,428
PROFIT BEFORE INCOME TAX
{A} Profit before income tax {consolidated)
2006 2005
NOTE M M
Gross written premium 10,372 9,408
Uneared premium movement (303) (237)
Gross earned premium 10,069 9,171
Quiward reinsurance premium (1,842) {1,785)
Deferred reinsurance premiurn movement {69) -
Qutward reinsurance premium expense {1,911) {1,785}
Net earned premiurn _ 8,158 7.386
Gross claims incurred {5,528} (6.744)
Reinsurance and other recoveries . 977 2,327
Net claims incurred 9 l4.55i! (4,417}
Net commission {1,284) {1,251}
COther acquisition costs {498) (428}
Underwriting and other expenses {525) (482}
{6,958} {6.578}
Underwriting profit 1,200 808
Investment incame on policyholders’ funds 588 480
Insurance profit 1,788 1,288
Investment incame on shareholders’ funds 234 238
Amortisation of intangibles and impairmeni of goodwillfintangibles {10) (3)
Profit before income tax 2,012 1,523
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FROFIT BEFORE INCOME TAX CONTINUED
(3} Net investment and other income

THE COMPANY CONSOLIDATED
2006 2005 2006 2005
M N m M
Dividends from controlled entities 2,275 445 - -
Dividends from non-related entities - - 47 a5
Interest received or receivable from controlied entities 70 65 - -
Interest received or receivable from non-relatec entities 3 i 719 587
Other invesiment income _ . 4 g T 8
Interest and dividend income 2,362 520 773 616
Invesiment income — ABC financial assets pledged
for funds at Lloyd's 30 48 122 84
Met realised {losses} gains — equities and investment properties - - (13} 94
Met realised gains - fixed interest and other 2 - 60 61
Met unrealised gains — eguities and investment properties - - 123 35
Net unrealised gains — fixed interest and other - - 43 26
Realised gains on sale of controiled entities 16 629 - 1
_Foreign exchange gains o . . - - L 3
Investment and other income 2,400 1,197 1,126 Q30
Expenses — ABC securities for funds at Lioyd's (59} (45} {143) (101}
Finance costs paid or payable to contrelled entities {19) (49} - -
Finance costs paid or payable to non-refated entities {55} (ad} {128} (96}
Investment expenses 4) (1} (32} (i5)
Realised loss on sale of controlled entity - - n -
Foreign exchange losses 112} {5} - -
Net investment and other income o o 225 1,083 822 . ns
Investment incame on policyholders’ funds ’ 588 480
Investment income on shareholders’ funds 234 238
_Net investment and other income 822 718
{C) Other expenses
THE COMPANY CONSOLIDATED
2006 2005 20056 2005
M L M M
{¥et commission - - 1,384 1,281
Other acquisition costs - - 498 428
UUnderwriting and other expenses - - 525 482
investment expenses 4 1 32 15
Amortisation and impairment of goodwillfintangibles - - 10 3
Foreign exchange losses 12 5 - -
Other expenses L ) i 18 6 2,449 2179
‘D) Specific items
THE COMPANY CONSOLIDATED
2006 2005 2006 2005
M M M $M
Defined contribution superannuation plan expense - - 32 24
Payments on operating leases - - 79 33
Depreciation of assets - - 42 a0
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3

INCOME TAX
{A) Reconciliation of prima facie tax to income tax expense
THE COMPANY CONSOLIDATED
2006 2005 2006 2005
NOTE M H] M M
Profit before income tax 2.251 1,063 2,012 1,623
Prima facie tax payable at 30% 675 316 604 457
Tax etffect of permanent difterences:
Untaxed dividends {687) (335) {11) {11}
Differences in tax rates 4 15 {55) (m
Other, including non-allowable
expenses and non-taxable income {11) {2) (8) {20}
Prima facie tax adjusted for permanent differences {19) 6} 530 425
Prior year tax losses hot previously recognised (3 - (3) -
Additions - n2) - - .
{Overprovision) underprovision in prior years 6) 1 (8) -
Income tax {revenue) expense {28) {7} 519 426
Analysed as follows:
Current tax (¥ {15) 423 262
Deferred tax {15) 3) 104 163
__(Ov_eﬂoLsio_n} underprovision in prior years (6) 11 (8) -
(28) (7) 519 425
Deferred tax {revenue} expense comprises:
Deferred tax assets {credited) charged
to income statement 16 7 {3) 68 {38)
Deferred tax liabilities (credited) charged
to income statement 16 8) - 36 201
{15) (3) 104 163

(B} Tax consolidation legistation
The accounting policy in refation 1o this legislation is set out in noie 1{J).

On adoption of the tax consolidation legislation, the directors of the company and its Australian entities entered into a tax sharing

and tax funding agreement that requires the Australian entities to fully compensate the company for current tax liabilities and

to be fully compensated by the company for any current tax or deferred tax assets in vespect of tax losses arising from external

transactions occurring after the date of imptementation of the tax consclidation legislation. The contributions are allocated by

reference to the notional taxable income of each Australian entity. .

Details of franking credits available to shareholders are shown in note 25(E).

9

CLAIMS INCURRED {CONSCLIDATED}
(A) Claims analysis

2006 2005
H40] M

Gross claims incurred and related expenses
Direct and facultative 4,713 4,936
Inward reinsurance 755 1,808
o - ] 5,528 6,744

Reinsurance and other recoveries

Direct and facultative 833 1.408
Inward reinsurance 144 919
T i o 977 2,327
Net claims incurred 4,551 4417

OBE iINSURANCE GROUP & ',

FYRGIREEES B
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDEC 31 DECEMBER 2006

9

CLAIMS INCURRED (CONSOLIDATED} CONTINUED

(3) Claims development

|82-35066 |

Current year claims relate 1o risks borne in the current reporting year. Prior year claims relate 1o a reassessment of the risks

borne in all previous reporting years.

2006 2005
CURRENT PRIOR CURRENT FRIOR
YEAR YEARS TOTAL YEAR YEARS TOTAL
M M H M 1] M
Gross claims incurred and related expenses
Undiscounted 6,102 (284) 5,818 7.533 {(651) 5,882
_Discoynt (543) 253 {290]) (659} _ b (138)
' 5,559 (31) 5,528 6,874 (130) 6,744
Reinsurance and other recoveries
Undiscounted 760 244 1,004 2,458 {33) 2,425
Discount {58} 3 {27} (233) 135 {98}
— Tz _os o s 102, 2327
Net claims incurred
Undiscounted 5,342 {528} 4,814 5.075 1618} 4,457
Ciscount . lass) a2 _(263) (426) 386 _(20)
o B T ass? {306) 4551 4,649 1232) 4,417
The development of net undiscounted outstanding claims for the six most recent accident years is shown in note 22,
CASH AND CASH EQUIVALENTS
THE COMPANY CONSOLIDATED
2006 2005 2006 2005
1] ™M M M
Zash at bank and in hand 13 12 274 317
Overnight money - 2 179 162
Cash management trusts ~ - 242 129
Term depaosits - - 324 418
Commercial paper - - - 37
13 %o 1018 1,061

Included in cash and cash eguivalents are amounts totaliing $20 million {2005 $31 millien} not available for use by the

consolidated entity which are held within Lloyd's syndicates as funds at Lloyd's.
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FINANCIAL ASSETS
(A} Financial assets at fair value through the income statement

THE COMPANY CONSOLIDATED

2006 2005 2006 2005

M M M M

Short term maney 62 40 10,040 8,292

Government bonds - - 5,011 3.866

Corporate bonds - - an 1,919

Floating rate notes and other - - 1,098 1,634

Fixed interest trusts - - 104 68

Morigages - - 9 50

L _ N 62 40 17174 15829

Equities i

Listed - - 1,729 654
Unlisted - - 28 33 .

Equity derivatives - - (16} {13)

- - 1.741 674

62 40 18,915 16,503

Amounts maturing within 12 manths 62 40 13,895 11,133

Amounts maturing in greater than 12 manths - - 5,020 5,370

62 40 18,915 16,603

ABC financial assets pledged for funds at Lloyd's are not included in this analysis. Details of ABCs are included in note 34(C).

(B} Unlisted equities
The {air value movement in unlisted equities was a gain of $3 million {2005 $4.3 million).

{C) Charges over investments and other assets

A controlled entity has given fixed and floating charges aver certain of its investments and other assets in order 1o secure the
obligations of the consaolidated entity’s corporate members at Lloyd's of London as described in note 31. Details of the fixed
and floating charges over ABC financial assets pledged for funds at Lloyd's are provided in note 34(C).

12

DERIVATIVE FINANCIAL INSTRUMENTS . ‘
{A) Derivative financial instruments - fair value

THE COMPANY CONSOLIDATED
2006 2005 2006 2005
M ™ M M
Assets maturing within 12 months
Forward foreign exchange contracis 4 i 88 69
Assets maturing in greater than 12 months
Eurobonds swaps - - 14 13
4 11 102 82
Liabilities maturing within 12 months
Forward fareign exchange contracts {10) (4) (37) (35}
(6) 7 65 47

Swaps relating to ABC securities are included in note 34(C).

QIBE INSURANCE GROUP u'i e w1l 2 a3
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f 12

DERIVATIVE FINANCIAL INSTRUMENTS CONTINUED

1+ Fareign currency nsk

Foreign currency risk arises from the translation of net investments in foreign operations to Australian dollars, being both
the presentation currency for the consolidated entity and the functional currency of the parent entity. The consolidated entity
uses foreign currency interest bearing liabilities and forward foreign exchange contracis 10 mitigate this risk.

The consolidated entity is also exposed i foreign currency risk on its net position in foreign currencies arising from foreign
currency transactions. The consolidated entity uses derivatives to help manage this exposure by entering into forward foreign
exchange contracts, some of which involve the exchange of two foreign currencies according ¢ the needs of controlled
foreign entities.

Contractual amounts for foreign exchange derivatives outstanding at the balance date incluge forward foreign exchange
contracts 1o purchase $10,187 million {2005 $6.778 million).

The maturity profile of these derivatives is as follows:

2006 2005
M M

Less than one year 10,175 6,766
More than one but less than five years 12 i2
10,187 6,778

) Market nisk

The consolidated antity is exposed 10 market risk on its investment in eguities and fixed interest securities and uses forward
contracts and options to help manage this exposure. Al derivative positions entered into by the censolidated entily are for
economic hedging purposes but do not. in all cases, meet the criteria for hedge accounting. Contractual amounts for forward
contracts outstanding at the balance date were $16 mitlion (2005 $13 million}. There were no amounts outstanding for purchased
ar written options {2005 $nil).

The derivative risk management process is subject 1o regular internal audit and close senior management scrutiny, including
regular board and other management reporting. All derivative transactions are subject 1o authority levels provided to management
and the levels of exposure are reviewed on an ongoing basis.

1B} Hedging arrangements
The consolidated entity has designated the foliowing derivatives as hedges:

i FAIR VALUE
2006 2005
TYPE OF HEDGE DESCRIPTION OF INSTRUMENT NATURE OF RISKS M M
Fair value Interest rate swaps - Changes in fair value of financial
. ABC securities (due 2008} liability due to interest rate risk (23) (28)
Cash flow Cross currency interest rate swaps Variability of functional currency cash
— Eurobonds flows due 10 interest rate and foreign
Ll _gjrﬁrenqyrrisk . _ 14 13
Cash flow Cross currency interest rate swaps Variability ot functional currency cash
— ABC securities (due 2008} flows due (0 interest rate and foreign
currency risk (35} {1)
Net investments in Forward foreign exchange contracts  Currency risk
foreign operations - spot companent 31 (21}

At the balance date,
foreign aperaticns.

94

$nil (2005 $nil) non-derivative interest bearing tiabilities were designated as hedges of net invesiments in
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NOTES TO T:1F FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2008

RECEIVABLES
THE COMPANY CONSOLIDATED
2006 2005 2006 2005
M $M M M
Trade debtors
Premium receivable'™ - - 907 917
Reinsurance and other recoveries® - - rral 547
Unclosed premium . - - 1417 1,412
- - 3,095 2876
Cther debtors - - 487 505
Treasury receivables 4 27 2 2
Investment receivables 9 10 253 224
Amounts due from controtled entities™ 1,475 1.891 - -
Receivables - due within 12 months 1,488 1.928 3,837 3.607

1] Premium receivable is net of an allowance for default of $53 million (2005 $52 million}.
{2) Reinsurgnce ana other recoveries are net af an allowance for default of $104 million {2005 $87 miliion).

{31 Amounts due irom controlled entities are at call,

An allowance for gefault of reinsurance and other recoveries on cutstanding claims of $139 millien {2005 $152 million) is included

in note 22.

14

DEFERRED INSURANCE COSTS (CONSOLIDATED)

2006 2005

M M

Deterred reinsurance premium 498 582

Deferred net commission 688 653

Deferred acquisition costs 223 211
B L 1,409 1,446

DEFERRED

DEFERRED NET ACOQUISITION

COMMISSION COSTS

M M

Deterred costs at 1 January 2005 586 206
Acguisitions 25 -

Costs deferred in financial year 570 182
Amortisation of costs deferred in previous financial years {528} (174}
Foreign exchange — {3

Deferred costs at 31 December 2005 653 21

Acquisitions 1 1

Cosis deferred in financial year 620 185
Amortisation of costs deferred in previous financial years {595} (178}
Foreign exchange I — 9 A

Deferred costs at 31 December 2006 688 223

QOBE INSURANCE GROUP »'"
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15

PROPERTY, PLANT AND EQUIPMENT {CONSOLIDATED)

| QLTINJIUVUV |

FREEROLD tEASEHGLD  QFFICE EQUIPMENT/ MOTOR

BUILDINGS IMPROVEMENTS  FENTURES & FITTINGS VEHICLES TOTAL
2006 M $M M M M
Cost or valuation
Al 1 January 91 113 210 14 428
Acquisitions - - 1 1 2
Additions - 18 40 2 60
Revaluations 13 - - - 13
Lisposals (2} (21 (581 (3) (84}
Foreign exchange = 2 B 2 - 4
At 31 December 102 112 195 14 423
Accumulated depreciation
and impairment losses
At 1 January - 38 150 7 196
Disposals - {15} (5% 2) {76)
Depreciation charge for the year - 12 28 2 42
Foreign exchange - - 1 - 1
At 31 December - 36 120 7 163
Carrying amount
At 31 December 2006 102 76 75 7 260

Frincipal owner accupied properties are valued annually by the directors effective 31 December based on the independent
valuation of various qualified employees of Knight Frank {Australiat Pty Limited. Minar owner occupied properties are included
at the independent valuation of other licensed valuers.

All owner occupied properties were valued on the basis of capitalisation of net market rentals allowing for costs of retetting,
having regard to comparable on market sales and discounted future cash flows.

In accordance with the consolidated entity’s accounting pelicy, freehold buildings are measured at fair value. The cost of freehold
buildings at 31 December 2006 was $82 million (2005 $91 million).

FAEEHDLD LEASEHOLG OFFICE EQUIPMENT/ MOTOR
BUILDINGS IMPROVEMENTS  FIXTURES & FITTINGS VEHICLES TOTAL

2005 M M ™ ™ $M

Cost or valuation

At 1 January 86 69 235 14 404

Acquisitions 7 i 7 - 15

Additions - 53 25 3 81

Revaiuations m - - - R

Disposals {1 {9 {55} (3 (68)

Foreign exchange - {1 {2} - (3)

A1 31 December 91 113 210 14 428

Accumulated depreciation

and impairment losses

At 1 January - 40 171 7 218

Disposals - (8) {501 (2} (60)

Depreciation charge for the year - 7 3 2 20
_Foreign exchange e - _{2) - (21
_At31 December D 160 7 198

Carrying amount T

At 31 December 2005 9N 74 80 7 232
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DEFERRED INCOME TAX

THE COMPANY CONSOLIDATED
2005 2005 2006 2005
M M H] M
Deferred 1ax assets 8 - 72 67
Deferred 1ax liabilities - {10} (359} (251}
Met 6 (10} (287) (184)
(A) Deferred tax assets - maturing in greater than 12 months
{1 The balanca comprises temparary differences attributable to:
THE COMPANY CONSOLIDATED
2006 2005 2006 2005
M ™ 110} M
Amounts recognised in the income statement
Impairment provisions - - 14 12
Employee benefits - - 44 39
Defined benefit superannuation plans - - - 29
Insurance provisions - - 69 115
Deferred tax losses recognised 18 n 22 13
Other 3 3 7 15
21 14 156 223
Amounts recognised directly in equity
Cash flow hedges - - 3 7
Capitalised expenses 2 1 2 1
Defined benefit superannuation plans - - 18 19
Employee share options - - 25 17
2 1 48 44
23 16 204 267
Set-off of deferred 1ax liabilities o 17) {15} [132) (200}
-] - 72 67
{iy  Movemenis:
THE COMPANY CONSOLIDATED
2005 2005 2006 2005
M M M M
Balance at 1 January 15 12 267 201
Credited {charged} to the income statement 7 3 {68} 38
Credited to equity 1 - 4 23
Acquisitions - - 1 5
Balance at 31 December 23 15 204 267

(B} Tax losses

The consclidated entity has not brought to account $1 million {2005 $1 million} of tax losses. which includes the benefit arising
from tax losses in overseas countries. This benefit will only be brought to account when the directors believe it is probable that
it will be realised. This benefit of tax losses will only be obtained if:

+ the consolidated entity derives future assessable income of a nature and an amount sufficient 1o enable the benefit irom
the deductions for the losses o be realised:;
+ the consolidated entity continues to comply with the canditions for deductibility imposed by tax legislation; and
« no changes in 1ax legistation adversely affect the consolidated entity in realising the benefit from the deductions for the losses.

Included in deferred tax assets is $22 million (2005 $13 miflion} relating to tax losses which the directors believe will probably
be realised.

QBE INSURANCE GROUP w .~ & ViFosl s o
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16

DEFERRED INCOME TAX CONTINUED

(C} Deferred tax habilites  maturing in greater than 12 months
Y The halance comprises temporary differances attnbutable to

THE COMPANY CONSOLIDATED
2006 2005 2006 2005
M (0] M M

Amounts recognised in the income statement
Insurance provisions - — (365) {373)
Fareign currency monetary items 17 (24) {23) (26)
Financial assets - fair value movements - - {78} (41}
Cither provisions - - {16} -
Other iterms - (1} {4] (10}
(17) (25} {486} (450)

Amounts recoghised directly in equity

. Depreciation L . ) ) - - 5) o m
(5) n

| {17} {25) (491} {451)
| _Set-olf of deferred tax assets 17 15 132 200 _
- {10 {359} {251)
i) Movements:
THE COMPANY CONSOLIDATED
2006 2005 2006 2005
M M M M
Balance at 1 January (25} (39 (451) {250)
C-edited {charged) to the income statement 8 - {36} {200
Crediled (charged) to equity - - 4 -
Additions - 14 - -
Balance at 31 December (17} (25) {491} {451)
| |/
| . INVESTMENT PROPERTIES (CONSOLIDATED)
2006 2005
M M
At 1 .January 33 32
Additions 1 4
Disposals 12) {2
‘ Fair value gains (losses) 6 {1
At 31 December 38 33

The principa! investment properties are valued annually by the directers based on the independent valuation of various qualified
ernployees of Knight Frank (Australia) Pty Limited. Minor investrnent properties are inciuded at the independent vatuation of other
licensead valuers.

All investment properties were valued on the basis of capitalisation of net market rentals allowing for costs of reletting, having
regard to comparable on market sales and discounted future cash flows. Investment properties are not expected to be realised
within 12 months.

98




NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

138

INVESTMENTS IN CONTROLLED ENTITIES

EQUITY HOLDING

COUNTRY OF 2005 2005

INCORPORATION/ FORMATION % %
[A) Parent entity
QBE Insurance Group Limited Australia
{B) Controlled entities
AIS Green Slip Group Pty Limited Australia 100.00 100.00
Atlasz Real Estate and Management Company Limited Hungary 100.00 100.00
Atlasz Utasbiztositasi Egyes Ugynoki Kft Hungary 100.00 100.00
Austral Mercantite Collections Pty Limited Australia 100.00 -
Australian Aviation Underwriting Pool Pty Limited Australia 100.00 100.00
BIDV — QBE Insurance Company Limited Vietnam - 50.00
British Marine Holdings Limited Bermuda 100.00 100.00
British Marine Hotdings SA Luxembourg 100.00 100.00
British Marine Holdings |l SA Luxembourg 100.00 100.00
8ritish Marine Luxembourg SA Luxermbourg 100.00 100.00
British Marine Managers Limiied UK 100.00 100.00
CHU Underwriting Agencies Pty Limited Australia 100.00 100.00
Concord Accident and Health Underwriting Agencies Pty Limited Australia 100.00 49.80
Concord Accident and Health Underwriting Agencies {SA} Pty Limited Auvstralia 100.00 49.90
Concord Sparts Insurance Agencies Pty Limited Australia 100.00 49,90
Concord Underwriting Agencies (NSW) Pty Limited Australia 100.00 49.80
Concord Underwriting Agencies (SA} Pty Limited Australia 100.00 49.90
Concord Underwriting Agencies Pty Limited Australia 100.00 49.80
Compania Centrat de Seguros SA Colombia 97.48 §7.00
Cornpania Internationale de Asigurari QBE ASITO SA Moldova 72.60 72.60
Corporate Underwriting Agencies Pty Limited Australia 100.00 100.00
DA Constable Syndicate (Ireland) Limited Ireland 100.00 100.00
DA Constabie Syndicate Limited UK 100.00 100.00
DA Constable Syndicate Pty Limited Australia 100.00 100.00
Energy Insurance Sesvices Limited UK 100.00 100.00
Ensign Dedicated 1 Limited UK 100.00 100.00
Ensign Holdings Limited UK 100.00 100.00
Equator Investments Pty Limited Australia 100.0¢ 100.00
Equator Reinsurances Limited Bermuda 100.00 100.00
Fal tnsurances (Fiji} Limited Fiji 100.00 100.00
Greenhill Baia Underwriting GmbH Germany 100.00 100.00
Greenhill International Insurance Holdings Limited UK 100.00 100.00
Greenhill Sturge Underwriting Limited UK 100.00 100.00
Greenhill Underwriting Espana Limited UK 100.00 100.00
Hyfield Company Limited! Thailand 49,00 49.00
lcon Schemes Limited UK 100.00 100.00
Insurance Consult SRL Moldova 100.00 100.00
Invive Medical Pty Limited Australia 50.00 50.00
Iron Trades Management Services Ltd UK 100.00 100.00
Limit Corporate Members Limited UK 100.00 100.00
Limit Hotdings Limited [U].4 100.00 100.00
Limit No 1 Limited UK 100.00 100.00
Limit No 2 Limited UK 100.00 100.00
Limit No 3 Limited UK 103.00 100.00
Limit No 4 Limited UK 100.00 100.00
Limit No 5 Limited UK 100.00 100.00
Limit Mo 6 Limited UK 100.00 100.00
Limit No 7 Limited UK 100.00 100.00

QBE INSURANCE GROWUP 4 .".LAL t! Faind 2
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18

INVESTMENTS IN CONTROLLED ENTITIES CONTINUED

Limit No 10 Limited
Limit ple
Limit Properties Limited

Limit Technolegy and Commercial Underwriting Limited

Limit Underwriting Limited

Mantis Reef Il Limited™®

Mantis Reef I| Pledge Limited®

Mantis Reef Limited®

Mantis Reef Pledge Limited™

MBP Holdings Limited

MiniBus Plus Limited

Minster Court Asset Management Limited
Minster Court Asset Management Pty Limited
MMIA Pty Limited

MMNSW Pty Limited

MMWC Pty Limited

Mational Credit Insurance (Brokers) NZ Limited
National Credit Insurance (Brokers) Pty Ltd

National Farmers Union Property and Casualty Company

£itt Nominees Pty Limited

PT Asuransi QBE Pool Indonesia
QBE (PMNG) Limited

QBE (Singapore) Pte Ltd

(BE Aseguradora de Riesgos del Trabajo SA
()BE Atlasz Biztosito zrt

QBE Australia Pty Limited

(BE Brasil Seguras SA

QBE Capital Funding LP?

(IBE Corporate Capital Holdings plc
QBE Corporate Holdings Lid

QBE Corporate Limited

QBE Employee Share Trust?

(BE Equities Pty Limited

(IBE Funding Limited

(3BE Funding Il Limited

QBE Funding lIt Limited

(3BE Funding Trust'?

(BE Funding Trust [I¥

(IBE Funding Trust I

QBE Holdings {UK) Limited

(QBE Holdings Inc

(OBE Hongkong & Shanghai Insurance Limited
QBE Insurance {Australia} Limited
QBE Insurance {Eurcpe} Limited
QBE Insurance {Fiji) Limited

QBE Insurance {Hong Kong) Limited (in liguidation)
QBE Insurance {International) Limited
QBE Insurance {Malaysia) Berhad
QBE Insurance (Philippines) Inc

0QBE Insurance (PNG) Limited

COUNTRY OF
INCORPORATLON/FORMATION

UK

UK

UK

UK

UK
Cayman Is
Cayman s
Cayman s
Cayman |s
UK

UK

UK
Australia
Australia
Australia
Australia
NZ
Australia
us
Australia
Indonesia
PNG
Singapore
Argentina
Hungary
Australia
Brazil
Jersey

UK

UK

UK
Australia
Australia
Jersey
Jersey
Jersey

us

us

us

LK

us

Hong Kong
Austraiia
UK

Fiji

Hong Kong
Australia
Malaysia
Philippines
PNG

l AR A A g

EQUITY HOLDING

2006
%

100.00
100.00
100.00
100.00
100.00

2005
%

100.00
100.00
100.00
100.00
100.00
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INVESTMENTS IN CONTROLLED ENTITIES CONTINUED

QBE Insurance {Thailand} Co Limited™"

Thai resident entities

Non-Thai resident entities
{IBE Insurance (Vanuatu) Limited
QBE Insurance {Vietnam) Company Limited
QBE Insurance Company (UK} Limited
QBE Insurance Corporation
QBE Internationa! (Investments) Pty Limited
(QBE internationai Holdings (UK} plc
QBE international Hoidings Limited
QBE Invesiments {Australia) Pty Limited
QBE Investments {North America} Inc
QBE Investments {UK) Limited
QBE Investments Pty Limited
QBE Irish Share Incentive Plan®@
QBE IT Services Pty Limited
QBE Jersey (GP) Limited
QBE Kindlustuse Eesti AS
QBE Makedonija™
QBE Management Company (Bermuda) Limited
(BE Management (frefand) Limited
CBE Management (UK) Limited
QBE Management In¢
QBE Management Services Pty Limited
QBE Management Services (Philippines} Pty Limited
QBE Marine Underwriting Agency Pte Limited
QBE Nominees {PNG) Limited
CBE Nominees Pty Limited
QBE Nordic Aviation Insurance A/S
QBE Pacific Insurance Limited
(BE Poistovna AS
QBE Re Services Pty Limited
QBE Reinsurance (Bermuda} Limited
QBE Reinsurance (Europe) Limited
QBE Reinsurance (UK} Limited
OBE Reinsurance Administration Pty Ltd
QBE Reinsurance Corporation
QBE Specialty Insurance Company
QBE UK Finance | Lirnited
QBE UK Finance Il Limited
QBRE UK Share Incentive Plan®
QBE Workers Compensation {NSW) Limited
QBE Workers Compensation {5A} Limited
QBE Workers Compensation (VIC) Limited
QBEMM Pty Limited
QBE-UGPB Insurance®
Queensland Insurance (Investments} Limited
Ridgwell Fox & Partners (Underwriting Management} Limited
Sinkaonamahasam Company Limited™

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

COUNTRY OF 2006
INCORPORATION/FORMATION %
Thailand

23.67

24.87
Vanuatu 100.60
Vietnam 100.00
UK 100.00
us 100.00
Australia 100.00
UK 100.00
Hong Kong 100.00
Australia 100.00
Us 100.00
NZ 100.00
Australia 100.00
Ireland -
Australia 100.00
Jersey 100.00
Estonia 100.00
Macedonia B6h.256
Bermuda 100.00
Irelanc 100.00
UK 100.G0
Us 100.00
Australia 100.00
Philippines 100.00
Singapore 70.00
PNG 100.00
Australia 100.00
Denmark 100.00
PNG 100.00
Slovakia 100.00
Australia 100.00
Bermuda 100.00
freland 100.00
UK 100.00
Australia 100.00
us 100.00
us 100.00
UK 100.00
UK 100.00
UK -
Australia 100.00
Australia 100.00
Australia 100.08
Australia 100.00
Ukraine 50.00
Fiji 100.00
UK 100.0¢
Thailand 49.00
UK 100.00

EQUITY HOLDING

2005
%

23.67
24.87
100.00

100.00
100.00
100.0Q
100.00
100.00
100.00
100.00
100.00
100.00

100.00

100.00

66.25
100.00
100.00
100.00
100.00
100.00

70.00
100.00
100.00

100.00
100.00
100.00
106.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00

100.00
100.00
100.00
100.00

50.00
100.00
100.00

49.00
100.00

OBE INSURANCE GROUP AN~ uaL RTPORT 2008
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INVESTMENTS IN CONTROLLED ENTITIES CONTINUFD

EQUITY HOLDING

COUNTRY OF 2006 2005

INCOAPORATION/FORMATION % %

Star Trust? Cayman Is - -
Strakh-Consuit Ukraine 100.00 100.00
Sukhothai Re Consultants Limited Thailand 100.00 100.00
The MiniBus & Coach Club Limited UK 100.00 100.00
Torch Dedicated Corporate Member Limited UK 100.00 100.00
Travalon Pty Limited Australia 100.00 100.00
United Security Insurance Company us 100.00 100.00
_Visionex 2000 Limited _ UK o 100.00 100.00

(1) The following special conditions exist with respect to the consolidaled entity’s equity holdings.

« For accounting purposes, the consolidated entity has management control of QBE Insyrance (Thaland) Co Lig and QBE-UGPB Insurance.

« The issued share capital of Hyfield Company Limited and Sinkaonamahasarn Company Limied owned by the consolidated entity is held by
varicus cantrolled entities. Other controlled entities have the right to acquire the remaining share capital.

(2) Mantis Reef Limited, Mantis Reef Il Limited. Mantis Reef Pledge Limited. Mantis Reef Il Pledge Limited, OBE Employee Share Trust, OBE Irish
Share (ncentive Plan, OBE UK Share Incentive Plan, Star Trust, the QBE Funding Trusts and QBE Capital Funding LP have been included in the
consolidated financial statements as these entilies are special purpose entities that exist {or the benefit of the GBE Group.

{3) The shareholding in QBE Makedonija equates 10 73.50% {2005 73.50%I of the voting rights.

1Cy Change of name

CONTROLLED ENTITY FORMER NAME

QBE Management {ireland) Limited Universal Management Limited

QBE Investments {Australia} Pty Limited Queensland Insurance {Australia) Ply Limited
QBE Investments {UK) Limited QBE WorkAble Limited

Minster Court Asset Management Pty Limited QBE Finance Pty Limited

‘D) M.nority interest in controlled entties {consohdated)

2006 2005

™ M

QOrdinary share capital 54 57
Reserves {7} [3]]

Aetained profits 19 15
66 66

. (E) Equity

All equity in controlled entities is held in the form of shares or through contractual arrangements.

(F) Acquisitions
The following entities were acquired during the financial year:

» On 1 January 2006, a wholly owned entity acquired QBE Insurance (Vietnam} Company Limited {formerly Allianz General
Insurance (Vietnam) Co Lid), a general insurance company in Vietnam.

+ On Z January 2006, a wholly owned entity acquired Austral Mercantile Coltections Pty Limited. a debt collection agency.

« On 8 April 2008, a wholly owned entity acquired QBE Nordic Aviation Insurance A/S {formerly Nordic Aviation Insurance A/S),

an aviatien insurance company in Denmark.

On 1 July 2006, a whoily owrned entity acquired the remaining equity of the Concord Group of companies.

« On 29 September 2006, a wholly owned entity acquired the agricultural business division of OneBeacon Insurance Company,
an insurance operation in America.
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INVESTMENTS iN CONTROLLED ENTITIES CONTINUED

(G} Disposals
On 1 January 2006, a whally owned entity sold its 50% shareholding in BIDV — QBE Insurance Company Limited in Vietnam
to the consoclidated entity's joint verture partner in Vietnam.

{H} Fair value of net assets of controlied entities acquired in the current financial year

2006 2005
1] M
Cash and financial assets 21 710
Receivables 3 113
Deferred insurance costs 2 36
Praperty, plant and eguipment 2 15
Trade and cther payables {3 (181}
Net outstanding claims 14) (255}
Unearned premium {4) {166}
Pravision for income tax - (3} .
Net deferred income tax 1 5
Other provisions - {15)
18 259
Intangible assets 53 307
Cost of acquisitions 7 566
The net cash flow relating to acquisitions was as follows:
Cash consideration Fal 536
Cash and current financial assets acquired {7) (136}
Net cash paid ___ 64 400

The net contribution to the consolidated net profit after income tax for current year acquisitions is $1 million (2006 $11 million).

19

INTANGIBLE ASSETS (CONSOLIDATED)

GOODWILL IDENTIFIABLE INTANGIBLES TATAL
PURCHASED .
CAPACITY COSTS QTHER
2006 M M M M
Cost
At 1 January i.200 132 52 1,385
Acquisitions 78 - 23 10
Additions - 1 - 1
Impairment of goodwill {1 - - {1
Foreign exchange {b) 8 2} 1
At 31 December 1,273 141 73 1,487
Amortisation ;
At 1 January - - (3) (3)
Amortisation for the year - - (9) (9) |
At 31 December - - 2) 12}
Carrying amount
At 31 December 2006 1.273 141 61 1,475
QOBE INSURANCE GROUP ™' & 7 b4l v 103
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INTANGIBLE ASSETS (CONSOLIDATED) CONTINUED

——— W Wy

|

GOOOWILL IDENTIFIABLE INTANGIBLES TOTAL
PURCHASED
CAPACITY COSTS OTHER
2005 SM M M ™
Cost
At 1 January 894 135 11 1,040
Acquisitions 265 - 42 307
Additions 43 3 - 46
_foreign exchange  _ _ _ —— m__ (B} - {n 8
At 31 December 1,201 132 52 1,385
Amortisation
Al 1 January - - {1 {1}
Amortisation for the year . - - {2) 2}
At 31 December - - {3 {3}
Carrying amount
_At 31 December 2005 1,208 1w M@ 1,382

A) ldentifiable intangibles

Purchased capacity costs, the most significant component of identifiable intangibles, relate o the acquisition of syndicate
capacity at Lloyd's of London. Syndicate capacity is considered 1o have an indefinite useful life due to the planned long term
commilment to, and increasing size of, the consolidated entity’s operations in the Lloyd's market. The relevant cash generating
unit (“CGU"} is Lioyd's operating division. Purchased capacity costs have an indefinite usefut life and therefore no amortisation
1s charged. The value in use over such a period is sufficient to validate the carrying value of the purchased capacity Costs.

Other identifiable intangible assets include:

+ rights to manage the Ensign business in the UK, which are being amortised aver 11 years from the date of acquisiticn in 2004;
« renewal rights in respect of the acquisition of Icon Schemes Limited in 2004, which are being amortsed over three years;

to have an indefinite usefut life and are therefore not amortised;

insurance licenses on the acquisition of National Farmers Union Property and Casualty Company in 2005, which are deemed

renewal rights on the acquisition of the Nationat Farmers Union Property and Casualty Company in 2005, which are being
amortised over 20 years; and

- renewal rights on the acquisition of a portfolio of US agricultural business in September 2006, which are being amortised

over 15 years.

None of these is individually significant.

(B} Goodwili

The most significant CGUs are:

« Australian operations, which includes the acquisition of the remaining 50% of the QBE Mercantile Mutual joint venture in 2004;

« QBE Insurance (Europe), which includes the acquisitions of QBE Insurance Company (UK} Limited {farmerly Iron Trades) in
1999 and MiniBus Pius in 2005; and

« Limit, which comprises mainiy the acquisition of the consolidated entity’s operations at Lloyd's of London in 2000.

{C} Allocation of CGUs

Australian operations
QBE Iinsurance (Europe)
Limit

Other CGUs __

2006
M

686
182
374
L
1,475

005
M

626
179
366

_.Aan

1,382

(D} Key assumptions

The consoligated entity’s accaunting policy in respect of impairment testing of goodwill and intangibles is included in note 1(S).
The recoverable amount of goodwill and intangibles is determined by reference 1o a value in use calculation using cash flow
projections for the next five years based on information extracied from the latest three year business plan, presented to and
approved by the board. No growth is assumed in years four and five.

Discount rates are pre-tax and reflect a beta and equity risk premium appropriate to the consalidated entity.

The terminal value is calculated using a perpetuity growth formula based on the cash flow forecast for year five. and an
appropriate discount rate and terminal growih rate.



R NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3t DECEMBER 2006

TRADE AND OTHER PAYABLES

THE COMPANY CONSOLIDATED
2006 2005 2006 2005
1] M M H ]
Trade payables - - 881 838
Amounts due to controlfled entities 2,747 1.431 - -
Qther payables and accrued expenses 14 12 515 413
Treasury payables 15 8 44 13
Investment payaties 7 <] 26 18
Trade and other payables - payable within 12 months 2,783 1.457 1,466 1,282
UNEARNED PREMIUM (CONSQLIDATED)
(A) Unearned premium
2006 2005
$M M
At 1 January 4,287 3,948
Acquisitions/disposats 1 166
Deferral of premium on contracts written in the period 4,601 3,848
£arning of premium written in previous periods (4,305) (3.667}
Foreign exchange 58 {9)
At 31 December B o 4,642 4,287
{B}) Net premium liabilities
2006 2005
NOTE M M
Unearned premium 4,642 4,287
Deferred insurance costs 14 {1,409) (1.446}
Net premium liabilities 3,233 2,841
(C) Expected present value of future cash flows for future claims including risk margin
2006 2005
M M
Undiscounted central estimate 2,759 2,348
Risk margin 138 113
2,897 2.461
_Discount to present value {395) {280)
Expected present value of future cash flows for future claims including risk margin 2,502 2,181

{D} Liability adequacy test

The probability of adequacy applied in the liability adequacy test differs from the probability of adequacy adopted in determining
the outstanding claims provision. The reascn for the difference is that the former is a benchmark used only to test the sufficiency
of net premium liabilities whereas the latter is a measure of the adequacy of the outstanding claims provision actually carried by
the consolidaied entity.

AASB 1023 requires the inclusion of a risk margin in insurance liabilities. bui does not prescribe a minimum level ot margin.
Whilst there is established practice in the calcwlation of the probability of adequacy of the claims provision, no such guidance
exists in respect of the level of risk margin to be used in determining the adequacy of net premium liabilities. The consolidated
entity has adopted a risk margin for the purpases of the liability adequacy test o produce a 75% probability of adequacy

in respect of total insurance liabilities. The 75% basis is a recognised industry benchmark in Ausiralia, being the minimum
probability of adequacy required for Australian licensed insurers by APRA,

QBE INSURANCE GROUP « .~ .7+ 4l
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UNEARNED PREMIUM {CONSOLIDATED) CONTINUED

The application of the liability adequacy test in respect of the net premium liabilities identified a surplus at 31 December 2006
and 2005.

{E) Risk margin
The process used 10 determine the risk margin is explained in note 3{A}iii).

The risk margin in expected future cash flows for future claims as a percentage of the central estimate is 5.8% (2005 5.5%)
This is the risk margin required 1o give a probabitity of adequacy of 75% for total insurance liabilities.

22

OUTSTANDING CLAIMS (CONSOLIDATED)
(A) Net outstanding ctaims

2006 2005
™ ™
(Gross outstanding claims 17,140 16.694
(laims settlement costs 395 365
17,535 17.059
_Discounttopresentvalue ___  _ _  _ _._ .. .. .. fzese o 11.976)
Gross outstanding ¢laims provision 15,269 15,083
Less than 12 months 5,098 4,904
Greater than 12 months L L. 1L A 10,179
Gross ouistanding ¢laims provision 15,269 ?5.083
Reinsurance and other recoveries on outstanding claims!" 4,207 4,769
Discount to present value {583) {556)
Reinsurance and other recoveries on outsianding claims 3.624 4,213
Less than 12 months 1,238 1,357
Greater than 12 menths 2,386 2,856
Reinsurance and other recoveries on outstanding claims B 3.624 4,213
MNet outstanding claims 11,645 10,870
Centrat estimate 10,256 9,627
Risk margin ~ 1,389 1,243
~ Net outslanding claims 7 o - 1.845 10,870

{11 Rainsurance and olher recoveries on outstanding claims are shown net of an allowance for default of $139 miliion (2005 $152 mitlion).

(B) Risk margin
The process used to determine the risk margin is explained in note 3{A)ii). The probability of adequacy at 31 December 2306
i3 94.6% (2005 94.1%) which is slightly in excess of the high end of our 1nternal target range of 85% 10 94%.

The tisk margin included in net outstanding claims is 13.5% of the central estimate (2005 12.9%..

IC) Reconciation of movement in discounted ouistanding claims provision

2006 2005
GROSS REINSURANCE NET GROSS REINSURANCE NET
M M M M M $M

At 1 January . _ 15083 {4213) 10870 12,605 (3,143} 9,462
Increase in net claims incurred in o ) 7
current accident year 5,559 (702} 4,857 6.874 (2.225) 4,649
Movement in prior year claims
pravision {31) (275) (306) (130) {102) (232}
tqcurred claims recognised in the
income statement 5,628 (977) 4,551 6,744 {2.327) 4417
Acquisilions/disposals 685 {202) 483 387 (76} 311
Met claim payments [6,025) 1,805 {4,220) {4,620} 1.309 {3.311}
Foreign exchange {2) {37 {39) (33) 24 8
At 31 December 15,269 [3.624) 11,645 15,083 {4.213) 10,870
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QUTSTANDING CLAIMS {CONSOLIDATED) CONTINUED

(D) Claims development
1l Net undiscounted outstanding clanms far the six most recent accident years

2001 2002 2003 2004 2005 2006 TOTAL
M M M M ™ M ™
Estimate of net ultimate claims cost:
At end of accident year 3.693 3,337 3.546 4,815 5.401 5,032
One year later 3.673 3,217 3.279 4,344 5211 -
Two years later 3.766 3,141 3,029 4,081 - -
Three years later 3.935 3,104 2,901 - - -
Four years later 3.965 3,051 - - - -
Five years later 3.896 - - - - =
Current estimate of net cumulative claims cost 3.896 3.051 2,901 4,081 b.211 5,032
_Cumulative net payments {3,180} (2,118} (1.825) {2,135} (2,149) (1,131} B
Net undiscounted cutstanding claims for the
six most recent accident years 716 933 1,076 1,948 3,082 3,901 11,634

The estimates of net ultimate claims cost and cumulative claims payments for the six most recent accident years have been
transiated to Australian dollars using the closing rate of exchange at 31 December 2006.

(i) Reconciation of net undiscounted outstanding claims for the six most recent accident years to net outstanding claims

TOTAL

M

Net undiscounted outstanding claims for the six most recent accident years 11.634
Qutstanding claims ~ accident years 2000 and prior 1.429
Foreign exchange (289)
Discount on gutstanding claims (1.683)
Claims settlements cosis 395
Other I L]
“Net ouistanding claims T - 11,645

_Net ouistanding claims

{ti) Commentary

The claims development table is presented net of reinsurance. With operations in 44 countries, hundreds of products, various
reinsurance arrangements and with the consolidated entity’s risk tolerance managed on a consolidated net basis, it is not
considered meaningful or practicable io provide this information other than on a consolidated net accident year basis.

Ouistanding claims in respect of acquisitions are included in the estimate of net ultimate claims cost in the accident year in
which the acquisition was made. The exceplion is increased participation in Lloyd's syndicales, where the increased share of
the outstanding claims provision is atlocaied to the original accident year.

QEE INSURANGE GROUP « * . T I ] W
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FROVISIONS
THE COMPANY CONSOLIDATED
2006 2005 2006 2005
m M f2 ] M
Long service leave - - 20 18
Amounts payable under acquisition agreements 22 13 35 31
Other provisions - - " 15
. 22 13 66 ] B4
Payable within 12 months - - - 1 2
Payable in 12 manths or more 22 13 65 62
o L _ 22 13 66 64
P
24
INTEREST BEARING LIABILITIES
(A} Analysis of interest bearing liabilities
THE COMPANY CONSOLIDATED
2006 2005 2006 2005
M (3] M M
Repayable as follows:
Bank loans
27 February 2006 __A$400 million ) - 400 - 400_
Senior debt
28 September 2009 £175 million 433 409 433 408
Eurobonds
2 August 2020 A%$150 millicn/F58 million - - 149 149
2 August 2020 A$20 miltion/£8 million - - 20 20
2 August 2020 €116 million/E70 million - ~ 190 185
- - 359 354
Hybrid securities™
15 April 2022 USE101 million
{2005 US$201 million) - - 77 165
21 September 2024 US$558 million
(2005 US3558 million) - - 447 468
o o o _ o ) o= - 524 631
Subordinated debt
Thoy2023 US$250 million o 312 336 %2 336
Capital securities B
No fixed date £300 million - - 736 -
_Total interest bearing liabilities”? . Y . AL 2,364 2,130
Payable within 12 manths - ano R 400
Payable in 12 months or more 745 745 2,287 1,730
Total interest bearing ![alﬂitigg‘?_' o 745 1.1 45 2364 2,130

{11 Hybrid securities are shown net of Lthe equily conversion cpton. The US doliar principal amounts shown are the outstanding amoeunts payable at
the end of the 20 year term.

(2} ABC securities tor funds al Lloyd's are not included in this analysis. Delails of ABCs are included in note 34(C).
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INTEREST BEARING LIABILITIES CONTINUED

{B) Finance costs
$8 million of finance costs have been capitalised in the year (2005 $nil}.

(C} Security and facility arrangements
In the notmal course of business, bank loans are made to controlled entities and secured by guarantees or letters of comfort

given by the company.

The Eurobonds were issued by a controlled entity and secured by guaraniees given by the company and another controlled
entity. The US$250 million subordinated debt was issued by the company. The claims of bondholders pursuani to both of these
interest bearing liabilities will be subordinated in right of payment to the claims of all senior creditors. including policyholders,
of the relevant controlled entity.

The hybrid securities are guaranteed by the company and a contralled entity. The claims of investors under these guarantees
in general will rank equally with all existing and future unsecured and unsubordinated indebtedness of the company and the

controlted entity.

The performance of the obligations of the controlled ertity under the capital securities is guaranteed by the company. .
The guarantee is an unsecured and subordinated obfigation of the company. The guarantee ranks senior to the claims of the

holders of ordinary shares of the company, equally with equally ranked securities and instruments of the company and junior

to the claims of creditors of the company.

(D} Eurobonds

A controlled entity is exposed to interest rate and currency risk in respect of its three Eurobond financing arrangements.
Accordingly, the consolidated entity has entered into swap agreements which result in the consclidated entity’s financial
lianilities being fixed at steriing amounts untit 2010, at which peint the consolidated entity will be liable for the original Australian
dollar and Euro amounts in the underlying financing arrangements. The facility can be extended for a further 10 years to 2020.
Under the swap agreements, the vasiable interest rates of between 1.8% and 2.0% above the wholesale interbank rate are
swapped 10 fixed rates of between 8.4% and 8.6% payable quarterly until 2010. The timing of the payments under the swap
agreements matches the dates on which interest is payable on the underlying debt. The contracts are settled on a net basis.

The underlying financial liabilities are measured at amortised cost in original currency and transiated to Australian dollars at
the clasing rate of exchange. The swaps are measured at fair value. The swaps are designated as cash flow hedges and have
satisfied the relevant hedge effectiveness tests throughout the year and at the balance date. The gain or loss on the cash
flow hedges is recognised directly in equity. Any ineffectiveness in the cash flow hedges is recognised directly in the income
statement. Each financial year end, until the close out of the swap agreements in 2010, an amount is transferred from equity
to the income statement to offset:

- the differential hetween the fixed and variable interest payments; and
« the movement in the spot rate on the financial liabilities.

During the year, a gain of $nil {2005 gain before tax of $2 million} was recognised in equity relating to the movements in the fair .
value of the swaps. During the year, a loss before tax of $14 million {2005 gain before tax of $2 million} was wransferred from
equity and included in the income statement,

(E} Hybrid securities

I}  Hybnd secunties due 2024
In 2004, a controlled entity issued US$375 million of 20 year hybrid securities. Investors have the option to convert the security if:

+ the company calls for their redemption;

« the markei vatue of the security is less than the market value of the underlying shares in the company for five consecutive
trading days; or

« certain corporate transactions occur {e.g. change in control},

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

{1} Hybrid secuntes due 2022
In 2002, two controlled entities issued US$471 million of 20 year hybrid securities. Investors have the option 10 convert the security if:

+ the company calls for their redemption;
« the market value of the security is less than the market value of the underlying shares in the company for two consecutive

trading days; or
» certain corporate transactions occur (e.g. change in control).

In 2006, 14 million shares (2006 28 million) were issued as a result of the conversion of 12% (2005 24%) of the hybrid securities
due 2022. In the event of conversion of the remaining securities, approximately 13 million shares will be issued.

QBE INSURANCE GROUP & yL& L Foa ) 109
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INTEREST BEARING LIABILITIES CONTINUED

(F) Capital securities

In 20086, a controtled entity issued £300 million of capital securities. The securities have no fixed redemption date and may not
be called for redemption or conversion by the investors.

The securities are subordinated. Distributions are deferrable and nat cumulative. However, if a distribution or principal amount is
not paid by the cantrolled entity, and the company does not pay the amount under the guarantee, then the capital securities are
1o be redeemad for QBE preference shares. For so long as the distributions or principal amounts are outstanding, no payments
{inciuding distributions or principal amounts) are t¢ be made on the company’s shares or other instruments ranking junior 10 the
securities. However, payment of distributions or principal amounts on equal ranking securities may be paid proportionally.

{(13) Fair value of interest bearing liabilitius

THE COMPANY CONSOLIDATED

2006 2005 2006 2005

H] M M M

Bank loans - 400 - 400
Sanior debt 433 423 433 423
Eurobonds - - 363 3568
Hybrid securities - - 1,212 1,105
Subordinated debt 291 350 291 350
Capital securities - - 755 -
724 1,173 3,054 2,636

There has been no active trading of interest bearing liabilities during 2006. The fair value has been estimaled using valuation
technigues hased on market avaitable data for similar debt instruments.

Fvybrid securities have been valued with reference to the underlying market value of shares in the consolidated entity. The ability
10 convert the hybrid securities is restricted by the terms and cenditions included in note 24{E).
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CONTRIBUTED EQUITY
(A} Share capital (company and consolidated)

. NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

2006 2005
M M
Issued ordinary shares, fully paid - _— 3,461 3.195
NUMBER OF
SHARES
000 M
Issued and fully paid at 1 January 2005 734,609 2,780
Shares issuad under the Employee Share and Cption Plan 3,700 30
Employee options exercised 319 4
Vendor options exercised 1,591 28
Shares issued under Dividend Reinvestment Plan 13,051 203
Shares issued under Dividend Election Plan 3,437 -
Shares issued to holders of hybrid securities 28,113 153
Shares issued under the Deferred Compensation Plan on vesting of conditional rights a72 -
Share issue expenses - (3}
Bonus shares o 1 -
Issued and fully paid at 31 December 2005 785,294 3,195
Shares issued under the Employee Share and Option Plan 1.996 t5
Employee options exercised 3.860 36
Vendor options exercised 944 22
Shares issued under Dividend Reinvestment Plan 5,740 117
Shares issued under Dividend Election Plan 473 -
Shares issued to holders of hybrid securities 13.865 81
Shares issued under the Deferred Compensation Plan on vesting of conditional rights 283 -
Share issue expenses - (5)
_ Bonus shares _ 3 —
Issued and fully paid at 31 December 2006 812,458 3,461
Shares notified to the Australian Stock Exchange 818,679 3.514
Less: Plan shares subject to non-recourse loans, derecognised under Australian GAAP {6,221) (53}
Issued and fully paid at 31 December 2006 812,458 3,461

Ordinary shares in the company have no par value and entitle the helder to participate in dividends and the proceeds on winding
up of the company in propartion o the number of shares held. Ordinary shareholders rank after all creditors and are entitled to
any residual proceeds.

(B} Treasury shares held in trust

THE COMPANY CONSOLIDATED
2006 2005 2006 2005
M $M M M
At 1 January - - - -
Acquisition of shares - - 38 -
Shares vested and/or released to participants - - (22) -
At 31 December - - 16 -

Shares in the company may be bought on market to saiisfy future obligations of the company under the various employee share
based remuneration plans. Any such shares are held in trust. On consoclidation, these shares are recognised as treasury shares
held in trust. The batance of the treasury shares held in trust at the balance date represents the cumulative cost af acquiring
shares in the company that have not yet been distributed to employees as share based remuneration.

{C) Equity component of hybrid securities

THE COMPANY CONSOLIDATED
2006 2005 2006 2085
™ 1. M 1)
At 1 January 108 i08 108 108
Movement during the period - - - -
At 31 December 108 108 108 108

QBE INSURANCE GROUP -4y AL HE 7 T e
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CONTRIBUTED EQUITY CONTINUED

(DY Dividtend Ramvestment and Dwidend Election Plans
The company operates a Dividend Reinvestment Plan ("DRP") and a Dividend Elgction Flan {"DEP"). The DRP and DEP have been
reinstated for the final dividend having been suspended for the interim dividend in September 2006.

The last date of receipt of election notices applicable 1o the final dividend was 22 February 2007.

(E} Dividends (company and consolidated)

2006 2005
M M

Previous year final dividend paid on ordinary shares
Franked at 50% - 19.0 cents (2005 15.0 cents, franked at 50%) 151 114
Unfranked - 19.0 cents (2005 15.0 cents) 151 114
302 228

Interim dividend paid on ordinary shares

Franked at 60% - 24.0 cents (2005 16.5 cents, franked at 50%} 193 127
~Unfranked -_1_6.(_)Ents {2005 16.5 cents) o ) B o B 129 127
) 322 254
Dividend reinvested under the Dividend Election Plan {10) {55)
Total dividend paid ) o ) L 614 A7

The interim dividend of $322 million was paid on 14 September 2006. On 23 February 2007, the direclors declared a 60%
franked final dividend of 55.0 cents per share {2005 38.0 cents per shave, 50% franked). The final dividend payout is $4562 million
(2005 £302 million).

The franking account balance on a tax paid basis as at the balance date was a surplus of $208 miltion (2008 $213 million).
After taking into account the final dividend, the franking account balance will be a surplus of $30 million.

Following the introduction of the conduct foreign income ("CFI"} rules effective for the consolidated entity from 1 January 2006,
shareholders not resident in Australia will receive CFI unfranked dividends for the unfranked parsion of the firal 2006 dividend
axempt from Australian tax and not subject to Australian withhalding tax.

Fy Opuons issued to third parties
The consolidated entity has issued options to third parties in respect of acquisitions. These options are subject to performance
hurdles. Details of the movements in respect of such options during the year are as follows:

CANCELLED/

2006 EXERCISE BALANCE AT EXERCISED IN FORFEITED IN BALANCE AT

GRANT DATE PRICE 1 JAN 2006 THE YEAR THE YEAR 31 DEC 2006  EXPIRY DATE

1 December 2004 $£0.00 3,000.003 1,500,000 - 1,500,000 30 November 2007

22 December 2004 $0.00 2,750,000 - 2,750,000 - 31 July 2006
5,780,000 1,500,000 2,750,000 1,500,000

Details of the movements in respect of such options during the prior year were as follows:

2005 EXERCISE BALANCE AT EXERCISED IN sﬁ'n‘?zfﬁébif'é BALANCE AT
GRANT DATE PRICE 1 JAN 2005 THE YEAR THE YEAR 31 DEC 2005  EXPIRY DATE
1 December 2004 $0.00 5,000.000 2,000,000 - 3,000,000 30 November 2007
_22 December2004 8000 2750000  _ _ _ - - 2750.000 31 Juiy 2006 _
7,760,000 2,000,000 - 5,750,000

The market value of the options issued 1o third parties outstanding at the balance date is $22 million (2005 $68 million).
calculated by reference to the queted market value of the underlying shares at that date. During the financial year, 1,500,000
{2005 2.000.000} options were exarcised, resuling in the issue of 943,500 {2005 1.591.000] shares.
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OTHER RESERVES
{A} Reserves

NOTES TO T+IE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3t DECEMBER 2006

THE COMPANY CONSOLIDATED
2006 2005 2006 2005

M M M $M
Owner occupied property revatuation reserve’"
At 1 January - - 8 6
Valuation increase - - 13 2
Deferred tax - - {4) -
At 31 December - - 17 8
Cash flow hedges reserve?
At 1 January (5} - (22) {17}
Fair value (loss) gain (34) {n {34) 1
Transter of loss (gain) to income statement LY (4} 55 {6}
Deferred tax - - (4)_ -
At 31 December 2 (5} {5} {22}
Foreign currency transtation reserve'®
At 1 January - - {72) {48}
Gains {losses) on translation - - 37 {48}
(Losses) gains on forward foreign exchange coniracts - - {22) 26
Other decrease - - (2) (2}
At 31 December o - - {59} {72}
Options reserve'”
At 1 January 38 15 55 19
Options expense 26 22 26 23
Transters from reserve on vesting of conditionat rights [22) - {22) -
Deferred 1ax - - 24 13
At 31 December 42 38 83 55
General reserve™
At 1 January - - 5 5
Movement in the year - - - -
At 31 Decemnber - - 5 5
Realised capital profits reserve®
At 1 January - - 6 5]
Mavement in the year - - - -
At 31 December - — 6 B

44 33 47 {20)

_Total reserves at 31 December

{1} Used to recognise fair value movements in the carrying value of owner occupied property. Reter note 1{Q).

{2) Used to record gains or losses on a hedging instrument in a cash flow hedge ihal are recognised directly in equity. Refer note HOKii.

{3) Exchange gains and fosses arising on translation of a foreign controlled entity and related hedging instruments are taken to the {areign currency
translation reserve. Reter note 1{U). In the event of the dispesal of a relevant net investment, the movement in the reserve is recognised in the

income statement.

{4} Used to recognise 1he fair value of instruments issued as shara based payments.

{5) Established prior 10 1989 for general purposes.

6) Realised capital profits arising prior 1o the introduction of capital gains tax in Australia.

{B) Retained profits

THE COMPANY CONSOLIDATED
2008 2005 2008 2005
NOTE M M M $M

Retained profits at 1 January 2,362 1,729 1,810 1,173
Net profit after income tax attributable
to members of the company 2,279 1,060 1,483 1,001
Actuarial gains {losses) on defined benefit
superannuaticn plans, net of tax 29(C) - - 4 (27}
Total available for appropriation 4,641 2,789 3,297 2,237
Dividends paid (614) 427) {614} (427)
Retained profits at 31 Degember L 4,027 2.362 2,683 1.810

QAE INSURANCE GROUP & .
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SHARE BASED PAYMENTS

(&} Employee Share and Option Plan

The company, at its 1981 AGM, approved the issue of shares from time 1o time under an Employee Share and Option Plan
{“the Plan"}, up to 5% of the issued ordinary shares in the capital of the company. Any full-time or part-time employee of the
consolidated entity or equally owned joint ventures wheo is offered shares or options pursuant i the offer decument of the Plan
is eligible to participate in the Plan.

Under the Plan, ordinary shares of the company are offered at the weighted average market price during the five trading days
up to the date of the offer. Likewise, the exercise price for options offered under the Plan is the weighted average market price
during the five trading days up to the date of the offer.

I accordance with the terms of the Plan, interest free lcans are granted 1o employaes to subscribe for shares issued under the
Plan. Prior 1o 20 June 2005. the terms of the loans were either personal recourse or nen-recourse. With effect frem 20 June 2005,
only personal recourse loans are granted to employees 10 subscribe for shares under the Plan. The loans are repayable in certain
circumstances as set out in the Plan, such as termination of employment or breach of condition.

Currently therg are two schemes operating within the Plan:

oy Deferredt Compensation Plan
Senior management are invited to participate in the Deferred Compensation Plan {"DCP"). Under the DCP the directors can issue

conditional rights to shares and grant options to senior management who have already achieved predetermined performance
criteria. The terms of the DCP may vary to take into account the requirements and market conditions of the locations of senior
management, but the general terms of the DCP conditional rights ana oplions are set cut below.

- The conditional rights entitle relevant employees 10 receive shares on the third anniversary of the grant of the rights. Further
shares are issued in relation to the conditional rights to reflect dividends paid on ordinary shares of the company in the pericd
commencing from the date of the grant of the conditional rights. The shares issued pursuant to the conditional rights are
issued without payment being made by senior management (i.e. at a nil exercise price).

The options are subject to the terms and conditions of the Plan. Options issued in 2004 and priar can be exercised after three
years, whilst any options issued in 2005 and thereafter will generally be exercisable after five years. They must be exercised
within & 12 month period after vesting. Interest free personal recourse loans are granted on the terms permitted by the Plan
as described above to persons who hotd options 1o fund the exercise of options.

The shares issued pursuant 1o the conditional rights and options will anly be issuved it the individual has remained in the
company's service throughout the vesting period {unless they leave due to redundancy, retirement through ill health or age,
or deatn) and is not subject to disciplinary proceedings or notice on that date.

Shareholder approval of the DCP was given at the 2008 AGM for the purpose of ASX Listing Rule 7.2, sections 2008 and 200E
of the Corporations Act 2001 and for all other purposes.

it Srafe incentive Plan

Generally, all full-time or part-time emptoyees of the consolidated entity with a minimum of one year's service are invited io
participate in the Share Incentive Plan ("the SIP"). Under the SIP directors can provide shares up to $1,000 to employees without
payment being made by employees. The allocation of shares is based on the pericd of service. The shares are purchased on
market and held in trust for the employee for a minimum of three years or untl cessation af employment, whichever is earlier.
Further details are provided in note 27{E}.

(B1 Employee options

During the year, the company granied to 308 (2005 340) qualifying employees options over ordinary shares with a total market
value of $54 million {2005 $55 million), being the quoted market price at the date the options were granted. The weighted
average fair value ot aptions granted during the year ended 31 December 2008 was $4.58 (2005 $3.80).

The market value of the options outstanding at balance date is $262 million {2005 $210 million), calculated by reference 1o the
quated market value of the underlying shares at that date.
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SHARE BASED PAYMENTS CONTINUED

Desails of the number of employee options granted, exercised and forfeiled or cancelled during the year, including those issued
under the DCF, were as follows:

2006 EXERCISE BALANCE AT GRANTED EXERCISED c?ﬁ:&:ﬁ%’ BALANCE AT
GRANT DATE PRICE 1 JAN 2006 IN THE YEAR iN THE YEAR IN THE YEAR 31 DEC 2006
2 April 2001 $10.72 28,014 - (27.014} {1,000} -
25 May 2001 $10.65 317,500 - {317,500} - -
1 June 2001 $10.69 155,000 - {165,000} - -
10 December 2001 $7.27 810,000 - {80,000} - 730,000
18 March 2002 $7.49 26,637 - {26,637} - -
14 November 2002 $7.37 100,000 - (100,000} - -
13 March 2003 $8.04 2,400,718 - {2,293,208) (57.485) 50,025
10 Aprit 2003 $8.04 110,884 - (110,884} - -
3 November 2003 $10.14 10,000 - {10,000} - -
3 March 2004 $8.04 209,637 - {45,190} - 164,447
3 March 2004 $11.08 2,986,335 - (319,470} (142,843) 2,524,022
2 April 2004 $11.08 114,684 - - - 114,684
3 March 2005 $8.04 225,043 - {61.304} - 173,739
3 March 2005 $11.08 207.182 - {20,682} - 186,500
3 March 2005 $14.85 2,818,359 - (185,201} (158,004} 2.475,154
8 April 2005 $14.85 118.587 - - - 118,687
12 May 2005 $14.81 100,000 - {20,000} - 80,000
2 March 2006 $20.44 - 2,555,889 {92,779} (103.077) 2,359,833
7 April 2008 $20.44 - 894,771 - - 94,771
_ 10,738,590 2,650,460 (3,854,863} (462,409) 9,071,772
Weighted average
exercise price $10.96 $20.44 $9.28 $14.08 $14.29

The weighted average share price at the date of exercise of options during the year was $21.75 (2005 $15.67). The weighted
average remaining contractual life of total options outstanding at 31 December 2006 was 3.15 years {2005 2.79 years).

Employee options outstanding at 31 December 2008 were as follows:

YEAR OF EXPIRY FUTURE FERFORMANCE DCP/3T] OTHER TQTAL OPTIONS
2007 730,000 145,337 - 875,337
2008 - 2,667,401 - 2,667,101
2009 80,000 115,426 - 195,426
2010 - 192,147 - 192,147
2011 - 2.912.371 - 2,912,371
2012 - 2,188,640 - 2,188,640
2022 ) - - 40,750 40,750

810.000 8221022 40,750 9.071.772

_\hes_ted and exercisable at
31 December 2006 20,000 13,750 40,750 74,505

The future performance options have been issued subject to the achievement of specitic performance criteria. Examples of such
criteria are provided in the directors’ report.

O1ther options were issued to US and liish employees in 2004 in lieu of shares under the Plan, The oplions vested immediately
and are exercisable until March 2024,

Regular options have been phased out and replaced with the incentive arrangement under the DCP

QBE INSURANCE GROUP « i = T




116

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

27

SHARE BASED PAYMENTS CONTINUED

Details of the number of options granted. exercised and forfeited or cancelled during the prior vear, including those issued under

ihe DCP were as follows:

| O£~9VU00D |

2005 EXERCISE BALANCE AT GRANTED EXERCISED c.:::gé#zg BALANCE AT
GRANT DATE PRICE 1 JAN 2005 IN THE YEAR IN THE YEAR IN THE YEAR 31 DEC 2045
1 June 2000 $6.53 10,000 - {10.000} - -
1 July 2000 $7.82 10,000 - (10,000} - -
1 October 2000 $8.83 45,730 - (44 730} {1,000} -
1 November 2000 $8.90 50.000 - {50,000} - -
1 January 2001 $9.76 5.000 - (5.000) - -
2 April 2001 $10.72 §7.728 - 136,814) 2.900) 28,014
25 May 2001 $10.65 335,000 - {17.500) - 317.500
1 June 2001 $10.68 155.000 - - - 155,000
10 December 2001 $7.27 965,000 - {130,000} 25,0001 810,000
18 March 2002 $7.48 745370 - {707 645} (10.784) 26,637
14 November 2002 $7.37 100,000 - - - 100,000
13 March 2003 $8.04 2,755,728 1,094 {280,733} (75,371) 2.400,718
10 April 2003 $8.04 110,884 - - - 110,884
3 November 2003 $10.14 10,000 - - - 10,000
3 March 2004 $8.04 208,637 - - - 209.637
4 March 2004 $11.08 3.263.378 - {149,586} {127.457) 2,986,335
2 Aprit 2004 $11.08 114,694 - - - 114,694
3 March 2005 $8.04 - 225,043 - - 225,043
2 March 2005 $11.08 - 207,182 - - 207.182
3 March 2005 $14.85 - 2,960,740 1765,225) (67,156} 2,818.359
15 March 2005 $15.13 - 135,250 - {135,250} -
£ Aprii 2005 $14.85 - 118.587 - - 118,687
12 May 20056 $14.81 - 100,000 - - 100.000
8,052,849 3.747.896 (1,617.237) 1444 918} 10,738,680
Weighted average
axercise price _ $8.22 $14.24 %849 31206 31086
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SHARE BASED PAYMENTS conTinueD

Employee options outstanding at 31 December 2005 were as foliows:

YEAR OF EXPIRY FUTIJRE PERFORMANCE REGULAR DCR/STI OTHER TOTAL OPTIONS
2006 582,500 28,014 26,637 - 637,151
2007 810,000 - 2,603,262 - 3.413.262
2008 - - 3,147,756 - 3,147.756
2009 100.00¢ - 116,992 - 216,992
2010 - - 126,175 - 126,175
2011 - - 3,126,004 - 3.126.004
2024 - - - 71,250 71,250
1,492,500 28,014 9,146,826 71,250 10,738.590
Vested and exercisable at
31 December 2005 20,000 - - 71,250 91.250

{C) Conditional rights
Details of the number of employee entitlements to conditional rights to ordinary shares under the DCP granted, vested and

transterred to employees during the year were as follows:

VESTED AND
FAIR VALUE DIVIDENDS TRANSFERRED
2006 DATE PER RIGHT AT  BALANCE AT GRANTED ATTACHING YO EMPLOYEE CANCELLED  BALANCE AT
GRANT DATE EXERCISABLE GRANT DATE 1JAN 2006 INTHEYEAR INTHEYEAR  IN THE YEAR  INTHEYEAR 31 DEC 2006
13 March 2003 13 March 2006 $9.16 241,834 - 4,458 (246,302) - -
13 March 2003 13 March 2008 $9.58 582,437 - 9,145 {577.860) (13.722) -
13 March 2003 13 March 2006 $9.71 146,722 - 2,728 (149,450) - -
10 April 2003 10 April 2008 $9.16 47,026 - 874 {47.900) - -
3 March 2004 2 March 2007 $11.65 85,109 - 2,432 (18,346) - 69,195
3 March 2004 2 March 2007 $12.49 314,805 - 10,964 {40,308) (20,191} 265,272
3 March 2004 2 March 2007 $12.86 690,331 - 22,815 {79.478) {21,752) 611,916
3 March 2004 2 March 2007 $13.24 100,309 - 3,655 - - 103,984
2 April 2004 1 April 2007 $12.49 45,651 - 1.663 - - 47.314
3 March 2005 2 March 2008 $15.30 87.847 - 2471 {20.026) - 70,292
3 March 2005 2 March 2008 $15.86 80.877 - 2,663 (8,074} - 75,456
3 March 2005 2 March 2008 $16.94 307,893 - 10,618 {29,201 {17.676) 271,634
3 March 2005 2 March 2008 $17.61 634,462 - 21,657 (51,708} (29.972) 574,439
3 March 2005 2 March 2008 %£17.81 108,545 - 3,856 - (3,756) 108,745
8 April 2005 7 April 2008 $16.94 45,361 - 1.652 - - 47,013
2 March 2006 1 March 2009 $23.09 - 884,758 31,758 {39,699} (32,657) 844,160
7 April 2006 6 Aprit 2009 $24.23 - 35,639 622 —~ - 36,161
__ ; 3,519,209 920,297 134,131 11,308,350} (139.726) 3,125,561

The weighted average share price at the date of vesting of conditional rights during the year ended 31 December 2006 was
$21.49 (2005 $15.87). The weighted average fair value of conditional rights granted during the year ended 31 December 2006
was $23.13 (2005 $17.16L

OBE INSURANCE GROUP » ,*

117



NOTES TO THE FINANCIAL STATEMENTS [82-35066 |

FOR THE YEAR ENDED 31 DECEMBER 2006

27

SHARE BASED PAYMENTS conminuer
Details of the number of employee entitlements to conditional rights 10 ordinary shares under the DCP granted. vested and
wansferred to employees during the prior year were as iotlows:

VESTED AND
FAIR VALUE DIVIDENDS TRANSFERRED
2005 DATE PER RIGHT AT  BALANCE AT GRANTED ATTACHING  TO EMPLOYEE CANCEULED  BALANCE AT
GRANT DATE EXERCISABLE GRANT DATE 1 JAN 2005 IN THE YEAR IN THE YEAR iN THE YEAR IN THE YEAR 31 DEC 2005
18 March 2002 17 March 2005 $8.40 193,441 - 3637 {194.858) {2,120) -
13 March 2003 13 March 2006 $9.16 250.212 445 9,915 (10.774) {7.964) 241,834
13 March 2003 13 March 2006 $9.56 864,341 - 24,266 (93,368} (12.802} 582,437
13 March 2003 13 March 2006 9.7 145,229 - 5.901 (2.226) 12,182} 146,722
10 April 2003 10 April 2006 $9.16 45177 - 1.849 - - 47.026
3 March 2004 2 March 2007 $11.65 81,763 - 3.346 - - 85,109
3 March 2004 2 March 2007 $12.49 326,267 - 12,845 (14,103 8,204) 314.805
3 March 2004 2 March 2007 $12.96 732.536 - 29,021 {b3.152) (18.074) 690.331
3 March 2004 2 March 2007 313.24 101,372 - 4,107 (2,927 {2,243) 100,309
2 Agril 2004 1 April 2007 $12.49 43.856 - 1.795 - - 45,651
3 March 2005 2 March 2008 $15.30 - 84,383 3.454 - - 87,847
3 March 2005 2 March 2008 $15.86 - 77,685 3,182 - - 80,877
3 March 2005 2 March 2008 $16.94 - 305675 12,444 (9,248} (980) 307.893
3 March 2005 2 March 2008 $17.561 - 717 906 27,662 {91,304) (12,802 634,462
3 March 2005 2 March 2008 $17.81 - 106,760 4,323 - (2.538) 108,545
8 April 2005 7 April 2008 $16.94 - 44,470 891 - - 45,361

2,583,194 1,337,344 148,538 {471 ,95BT {77.908) 3.515,208

{3} Faw value of options and conditional rights

The fair value of both aptions and conditional rights is determined using a binomial model. The {air value 1s earned evenly over
the period between grant and vesting. For those options and conditional rights granted during the year to 31 December 20086,
the following significant assumptions were used:

OPTIONS CONDITIONAL RIGHTS

2006 2005 2006 2005

Share price on grant date % 20,44 - 22.17 14.85-15.17 20.44 - 2217 14.85-15.17
Fair value of instrument at grant date $ 3.85-5.63 3.04 -6.80 23.09-24.23 15.30-17.81
Risk free interest rate % 52-54 55-56 52-54 55
Expected share price volatility % 25.0 25.0 25.0 25.0
Expected dividend yietd % 35 35 a5 35
Expected life of instrument years 35-55 35-5b5 3.0 3.0

Some of the assumptions, including expected share price volatility, are based on historical data which does not necessarily
represent future trends. Reascnable changes in these assumptions would not have a material impact on the financial statemenis.

{EY Share Incentive Plan

The SIP was introduced during 2006 and is a global reward scheme available to eligible permanent employees who have met
minimum service conditions at the annual grant date. Under the SIP eligible empiayees may be oftered up to $1,000 of fully paid
ordinary shares in the company annually for no cash consideration. The market value of shares issued under the SIP is expensed
in the period in which the shares are granted. The total number of shares issued under the SIP 1o participating emplayees in the
year was 148,035 (2005 235.450). The weighted average market price on the issue date was $23.42 (2005 $17.09).
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(F) Share based payment expenses
Total expenses arising from share based payment transactions during the year included in underwriting expenses were as

follows:

Options provided under the DCP
Conditional rights provided under the CCP

Shares ;&)vided under the SIP
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KEY MANAGEMENT PERSONNEL (COMPANY AND CONSOL!DATED)

Key management personnet are those persons defined as having authority and responsibility for planning, directing and
controlting the activities of the consolidated entity, either directly or indirectly, including any director (executive or non-executive).

{A} Directors

The foltowing directors held office during the financial year:

Non-executive directors
EJ Cloney (chairman)
LF Bfeasel AM

DM Bovle lappointed 28 September 2006)

The Hon NF Greiner AC
IF Hudson

BJ Hutchinson

CLA Irby

IYL Lee

Fracutive director
FM O'Halloran

(B} Other key management personnel
All of the persons in the table below were key management personnel for some period during the year ended 31 December 2006
and were kay management persennel in the prior year.

NAME
SP Burns

NG Drabsch

PE Grove

MD ten Hove

RL Jones!"

TM Kenny
V MclLenaghan

EG Tollifsont!

POSITION

Chief executive officer,

European operations

Chief tinancial officer,

QBE Insurance Group Limited

Chief underwriting officer,

Eurcpean operations

Group general manager. investments,
QBE Insurance Group Limited

Group genaral manager,

business development,

QBE Insurance Group Limited
President and chief executive officer,
the Americas

Chief operating officer,

QBE Insurance Group Limited

Chief risk officer,

QBE Insurance Group Limited

EMPLOYER

QBE Management (UK}
Limited

(BE Management Services
Pty Limited

QBE Management {UK)
Limited

OBE Management Searvices
Piy Limited

QBE Management Services
Pty Limited

QBE Reinsurance Corporation

QBE Management Services
Pty Limited
QBE Management Services
Pty Limited

EMPLOYMENT DATES
1 January 1987

20 Septermnber 1991

1 August 1982

1 March 1999

1 April 1994 to
31 October 2005

28 November 1994
14 August 1995

14 February 1994 to
3 July 2006

{1} These parsons ceased being key management personngl from | July 2006.
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KEY MANAGEMENT PERSONNEL (COMPANY AND CONSOLIDATED) CONTINUED
(Zt Key management personnel - compensation

COMPANY CONSOLIDATED

2006 2005 2006 2005

$'000 $000 $'000 $000

Shart term employee benefits - - 21,927 23,977
Fost employment benefits - - 1,124 1,194
Other long term employment benefits - - 189 142
Share based payments - - 5,415 4,980
Termination benefits - - 1,236 -
- - 29,891 30,293

The company has taken advantage of the relief provided by ASIC class order 06/50 and has transferred the detailed remuneration
disclosures to the directors’ report. Refer to the remuneration report on pages 57 to 67 of the directors’ report.

(D) Key management persennel - equity instruments

(1 Ophons and condimonal nghts provided as remineration

For details of equity instruments (conditional rights and options) provided to key management personnel as remuneration and
shares issued on the exercise of such instrumants, together with the associated terms and conditions, refer to the remuneration
rapart on pages 57 1o 67. No equity compensation was provided 1o the non-exaecutive directors

1 DCP opuens holdings
Details of the movements in the number of DCP aptions over ordinary shares in the company provided as remuneration under
tne DCP to the key management personnel are provided balow:

FURFEITED/ EXERCISE COST
2006 BALANCE AT GRANTED EXERCISED CANCELLED BALANCE AT AT 31 DEC 2006
NUMBER OF OPTIONS 1 JAN 2006 IN THE YEAR IN THE YEAR 1N THE YEAR 31 DEC 2006 $'000
Executive director
FM O’Halloran 344,165 94771 (110,884} - 328,062 4,969
Other key management personnel
SP Burns 389,768 110,51 (78,206} - 422,075 5,458
MG Drabsch 198.130 50.460 (62,381) - 186,208 2,789
TM Kenny 307.715 68,986 {144.747) - 231.954 3.501
V Mclenaghan 120,684 39,111 {22,287} - 137,438 2,072
PE Grove 349,538 95,853 {113,470 - 331,921 4718
MD ten Hove 66.707 46,799 - - 113,606 1,947
Former key management personnel?
RL Jones 198,647 37,575 (236,122y> - - -
EG Tollifson' 103,813 26,981 {33,931} 196,863} ~ -

(1} None of these options are vested or exercisable at 31 December 2006.
(2} These persons ceased being key management personnel from 1 July 20086.

(3} Mr Jones ceased employment on 31 October 2006. Under his termination arrangements. the vesling date of 151.877 DCP aptions was
accelerated to his terminalion dale. These options were exercised on 16 Novermnber 20086,

{41 Ms Toliisen ceased employment on 3 July 2006

FORFEITED/ EXERCISE CDST
2005 BALANCE AT GRANTED EXERCISED CANCELLED BALANCE AT AT 31 DEC 2005
MUMBER OF OPTIONS 1 JAN 2005 IN THE YEAR IN THE YEAR IN THE YEAR 31 DEC 2005 $'000
Executive director
FM Q’'Halloran 225,578 118,587 - - 344,165 3.923
Other key management personnel
5P Burns 226,244 163,622 - - 382.766 3,828
NG Drabsch 130,780 67,350 - - 198,130 2,260
T Kenny 231,965 75,750 - - 307.715 3,256
V Mclenaghan 91.8%1 48,487 119,794) - 120.584 1,451
PE Grove 226,569 122,969 - - 349,638 3,992
MD ten Hove - 66,707 - - 66,707 991
AL Jones 188,351 50283 40.087) - 198,547 2,133

_EG Tollifson 69073 34,740 - - 103813 1,178

11} Mone of these oplions are vested or exercisable at 31 December 2005,
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KEY MANAGEMENT PERSONNEL (COMPANY AND CONSOUIDATED) CONTINUED

{itit Future performance optuons hotdings
Details of the movements in the number of future performance options over ordinary shares in the company provided
as remuneration to the key management personnel are provided below!:

FORFEITED/ EXERCISE COST
2006 BALANCE AT GRANTED EXERCISED CANCELLED  BALANCE AT AT 31 DEC 2006
NUMBER OF OPTIONS 1 JAN 2006 IN THE YEAR IN THE YEAR IN THE YEAR 31 DEC 2006 $°000
Key management personnel
SP Burns 115,000 - {35,000} - 80,000 582
TM Kenny 230,000 - {50.000}) - 180,000 1.912
PE Grove 195,000 - (135,000} - 60,000 436
{1} 20,000 of these options were vested and exercisable at 31 December 2006,

FORFEITED/ EXERCISE COST
2005 BALANCE AT GRANTED IN EXERCISED CANCELLED BALANCE AT AT 31 DEC 2005
NUMBER OF OPTIONS 1 JAN 2005 THE YEAR IN THE YEAR IN THE YEAR 31 DEC 2005 $'000
Key management personnel
SP Burns 115,800 - - - 115,000 a54
NG Drabsch 100,000 - (100,000} - - -
PE Grove 195,000 - - - 195,000 1,646
TM Kennyi! 130,000 100,000 - - 230,000% 2,529
EG Tollifson 100,000 - {100,000} - - -

(1) 100.000 future perlormance oplions were granted 16 Mr Kenny on 12 May 2005 under the terms of an agreement entered intc on 2 May 2000.
The fair value of these options at grant date was $2.32, The exercise price is $14.81.

{2) 100.000 of these pptions had vested at 31 Decamber 20086,
{3) 20.000 of these options had vested on 31 Dacember 2006,

{iv) Regular options holdings
Details of the movements in the number of reqular options over erdinary shares in the company provided as remuneration
to the kay management personnet are provided below:

FORFEITED/

2006 BALANCE AT EXERCISED CANCELLED BALANCE AT
NUMBER DF DPTIONS 1 JAN 2006 IN THE YEAR IN THE YEAR 31 DEC 2006
Key management parsonnel
V McLenaghan 750 (750) - -
Former key management personnel™
RL Jones 1.500 {1.500) - -
EG Tollifson 1,000 {1.000) - -
(1) These persons ceased being key management personnel fram 1 July 2006.

FORFEITED/ EXERCISE COST
2005 BALANCE AT EXERCISED CANCELLED BALANCE AT AT 31 DEC 2005
NUMBER OF OPTIGNS 1.JAN 2005 IN THE YEAR IN THE YEAR 31 DEC 2005 4000
Key management persennel
T™ Kenny 10,000 {10,000} - - -
V McLenaghan 3.000 (2,250} - 750 8
RL Jones 6,000 (4,500} - 1,500 16
EG Tollifson 4,000 (3,000} - 1,000 1

{1} Mone of the options had vested or were exercisable at 31 December 2005,
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KEY MANAGEMENT PERSONNEL {COMPANY AND CONSOLIDATED) CONTINUED

(v} Conditional nghts heldings
Dietails of the movements in the number of conditional rights to ordinary shares in the company provided as remuneration under
tne DCP to the key management personnel are provided below:

DIVIDENDS  VESTED AND

2006 BALANCE AT GRANTED ATTACHING TRANSFERRED CANCELLED BALANCE AT
NUMBER OF RIGHTS 1 JAN 2006 IN THE YEAR IN THE YEAR IN THE YEAR EN THE YEAR 3 BEC 2006™
Executive director

FM O’Halioran 138,038 35,639 4811 {47,900) - 130,488
Other key management personnel

SP Burns 157,101 41,444 6.641 {33,784 - 171,402
NG Drabsch 80.515 18,823 3.150 (26,947} - 75,641
TM Kenny 126,366 25,870 4,448 {62,527} - 94,158
V MclLenaghan 48,602 14,678 2,138 (9.628) - 55,790
PE Grove 142,043 35.945 5,625 (48,017} - 134,596
MD ten Hove 26.039 17,549 1.587 - - 45,175
Former key management personnel?

RL Jones 81,348 14,091 2,830 98,278y - -
EG Tollifson' 42,217 10.118 973 {14.658) (38,650} -

{1) Nane of these conditional rights ara vested or exercisable at 31 December 2006.
{2) These cersons ceased heing key management personnel fram 1 July 2008,

13) Mr Jones ceased employment on 31 Oclober 2006, Under his termination arrangements. Lhe vesling date of 61,885 cenditional rights was
accelerated to 1his date.

{4) Ms Tollifson ceased emplovment on 3 July 2006.

DIViDENDS VESTED AND

2005 BALANCE AT GRANTED ATTACHING  TRANSFERRED BALANCE AT
NUMBER OF RIGHTS 1 JAN 2005 IN THE YEAR IN THE YEAR IN THE YEAR 31 DEC 2005™
Executive director

FM O'Halloran 89.033 44,470 4535 - 138.038
QOther key management personnel

3P Burns 89,601 61,321 6,179 - 157,101
NG Drabsch 52,094 25,256 3,165 - 80,515
T™ Kenny 92,990 28.406 4970 - 126,366
V Mclenaghan 36,922 18.183 2.083 (8.586) 48,602
2k Grove 80,342 46,116 5,685 - 142,043
MD ten Hove - 25,015 1,024 - 26,029
AL Jones 76,332 18,856 3,648 (17.388) 81,348
£G Tollifscn 27,530 13,027 1,880 - 42,217

11} None of these conditonal rights are vesled or exercisable al 31 December 2005,
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KEY MANAGEMENT PERSONNEL (COMPANY AND CONSOLIDATED) CONTINUED

tvi} Share holdings
The movements during the year in the number of ordinary shares in the company held by the key management personnel,
including their personally related parties, are provided below:

INTEREST IN
SHARES AT
31 DEC 2006
INTEREST IN DIVIDENDS INTEREST IN SUBJECT TO
2006 SHARES AT CONDITIONAL OPTIONS PURCHASED  REINVESTED IN SHARES AT NON-RECOURSE
NUMBER OF SHARES 1JAN 2006 RIGHTS VESTED EXERCISED {SOLD} THE YEAR 31 DEC 2006 LOANS=
Non-executive directors
LF Bleasel AM 43,403 - - - 300 43,703 -
EJ Cloney 734917 - - {49,540) - 685,377 -
The Hon NF Greiner AC 55,505 - - 9,364 B46 65,715 -
B.J Hutchinsan 27,446 - - 6,504 - 33,950 -
CLA Itby 15,000 - - - - 15,000 - .
IYL Lee 13.956 - - 6,913 260 21,129 -
Executive director
FM O'Halloran 1,079,602 47,900 110,884 (70,500) 18,709 1,186,595 1,074,043
Other key management personnel
SP Burns 3.207 33,784 113,206 {146,892) 62 3.367 3.025
NG Drabsch 293.419 26,947 62,381 (64,671} 5,465 323,631 320,085
TM Kenny 13,022 62,627 194,747 (267,274) 613 3.635 -
V MclLenaghan 228,746 9,628 23,037 {90.000) - 171,411 140,646
PE Grove 2,970 49,017 248,470 (262,444) 55 38,068 38,025
MD ten Hove 330,494 - - {50,000} 5,958 286,452 284,760
Former key management personnel?
RL Jones 300,566 98,278 237622 {556.,309) 5,588 85,7459 -
EG Tolli{son L 215,683 14658 34931 (80,000} 4,009 189,281 -

{1 Includes 10,000 warrants. These were carwerted to 12,500 ordinary shares in the company during the year.
{2) These persons ceased being key management persannel from 1 July 20086,

{3) Balance of ordinary shares held at 31 October 2006.

{4) Balance of ordinary shares held at 3 July 2008.

{5) Prigr 10 20 June 2005, non-recourse loans were provided by the consolidated entity to the execuliva director and other key management
personnal on the exercise of their oplions for the purchase of shares in the company. Under AIFRS, non-recourse loans and Lhe related shares

are derecognised and are instead treated as options, .
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KEY MANAGEMENT PERSONNEL {COMPANY AND CONSOLIDATED}! CONTINUED

The movements in the number of ardinary shares in the company held by the key management personnel, including their
personally related parties, in the prior year are provided below:

INTEREST IN
SHARES AT
31 DEC 2005
INTEREST IN DIVIDENDS INTEREST IN SUBJECT TD
2005 SHARES AT CONDITIONAL OPTIONS PURCHASED REINVESTED IN SHARES AT NON-RECOURSE
NUMBER OF SHARES 1 JAN 2005 RIGHTS VESTED EXERCISED {SOLD} THE YEAR 31 DEC 2005 LOANS
Non-executive directors
LF Bleasel AM 42,768 - - - 635 43,403 -
£J Cloney 720,470 - - (14,485) 28992 7347 -
(P Curran AD 356,751 - - - 1,162 367,413 -
The Hon NF Greiner AC 53,718 - - - 1,789 55,606 -
IF Hudson - - - - - - -
BJ Hutchinsen 27,446 - - - - 27.446 -
CLA Irby 15,000 - - - - 15.000 -
IYL Lee 10.467 - - 3.000 489 13.956 -
Executive director -
FM C'Halloran 1,160,741 - - {124,000) 42.861 1,079,602 965.580
Other key management personnel
5P Burns 3.083 - - - 124 3,207 2,970
NG Drabsch 256,067 - 100,000 (75,000} 12.352 293,419 287.371
PE Grove 2.854 - - — 116 2.970 2,970
MD ten Hove 376,296 - - (60,000} 14,198 330,494 328,833
RL Jones 228,076 17.388 44 587 - 10,615 300.566 282,830
TM Kenny 150,749 - 10,000 (150,748} 3,022 13,022 13,022
Y Mclenaghan 198.116 8,586 22,044 - - 228.746 207,609
=G Tollifsen 165,104 - 103,000 160,000 7.579 215,683 194,682

111 Balance ¢f ordinary shares held at B April 2005,
12} Includes 10.000 warranis to purchase ordinary shares.

.31 Prior 1o 20 June 2005, non-recourse loans were provided by the consolidated enlity to the executive director ang other key management
personne! on the exercise of therr options for the purchase of shares in the company. Under AIFRS, non-recourse loans and the refated shares
are derecognised and are inslead treated as opiions.

€] Key managemenl personnel - share loans
Details regarding the share loans made by the consolidated entity to the key management personnel are set out below:

i)l Non.recourse share loans

BALANCE AT LOANS MADE BALANCE AT INTEREST NOT BTE:PEEE
1 JAN 2006 IN THE YEAR REPAYMENTS 31 DEC 2006 CHARGED IN PERIOD

2006 $000 $'000 $000 §000 $000 $'000
Executive director
FM O'Halloran 4,336 - - 4,336 314 4,336
Other key management personnel
SP Burns 22 - - 22 2 22
NG Drabsch 2.438 - (76} 2.362 172 2,438
TM Kenny 61 - (B3} (2) 3 81
V McLenaghan 1.422 - {248) 1,173 92 1,422
PE Grove 22 - - 22 2 22
MD ten Hove 3.367 - (107} 3,260 237 3.367
Former key management personnet"
RL Jones 2.326 - (2.326) - 141 2,326
EG Tellifson 1,631 - {1.631) - 75 1.631
Total 15,625 - 14,452) 11173 1,038

{1) These persons ceased being key managemenl personnel from 1 July 2006.
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KEY MANAGEMENT PERSONNEL (COMPANY AND CONSOLIDATED) CONTINUED

Prior to 20 June 2005, non-recourse loans were provided by the consclidated entity to the executive director and other key
management personnel for the purchase of shares in the company. Under AIFRS, non-recourse loans and the related shares
are derecognised and are instead treated as options.

{tiy Personal recoursa share loans

BALANCE AT LOANS MADE BALANCE AT INTEREST NOT BTE:IE%E
1.JAN 2006 IN THE YEAR REPAYMENTS 31 DEC 2005 CHARGED IN PERIOD

2006 $000 5000 $'000 $'000 $'000 $'000
Executive director
FM Q’Halloran - 891 - 891 a7 891
Other key management personnel
SP Burns - 373 (373) - 7 373
NG Drabsch - 502 - 502 29 502
TM Kenny - 617 617} - 18 817
V McLenaghan 13 187 - 200 12 200
PE Grove - 373 - 373 17 373
Former key management personnel”
RL Jones 28 693 {719) - 36 719
EG Tollifson 17 284 {301} - 11 301
Total 56 3.920 {2,010} 1,966 177

{11 These persons ceased being key management persennel from 1 July 2006
In 2005, there were no personal recourse loans to key management personne! that exceeded $100,000 at any time.
Interest not charged in respect of personal recourse lg9ans amounted to $177.000 (2005 $1,000).

{F} Other transactions with key management personnel and their personally related parties

FM Q'Halloran - ratireament benefits

Mr O'Halloran joined QBE in June 1976. Nine of his years with the consolidated entity have been in the position of chief executive
officer, with four years as director of aperations, seven years as director of finance, five years as chief financial officer and the
remainder as Group financial controller. On 1 January 1998, a contralled entity entered into a retirement benefit amangement

with Mr O'Halloran, which is in addition to his entitlement under the QBE Australia defined benefit plan. As Mr O'Halloran was
employed by the consolidated entity in May 2004, on his retirement he will receive a lump sum payment of 150% of his total
remuneration cost being his annual base salary plus STI for the year prior to the date of his retirement. As a condition of this
arrangement, Mr O'Halloran has entered into a non-compete agreement for three years from the date of his retirement.

29

RETIREMENT BENEFITS

Entities in the consolidated entity participate in a number of superannuation plans which have been established and are
sponsored by those entities. A nurmber of these plars provide defined benefits 1o employees on retirement, disability or death.
The benetits are based on years of service and an average salary calculation.

Contributions are made to the plans by both employees and controlled entities, typically as a percentage of salary and within
the rules of the plans, and are based on funding schedules preparet by independent actuaries. In addition, the consolidated
entity continues to meet applicable statutory minimum funding requirements set out by legistation in the UK. The contribution
rate in respect of defined benefit plans is agreed between the relevant controlled entity and the plans’ trustees and actuaries.
The consolidated entity has no immediate legal obligation to settle the liability.

Independent actuarial assessments of all significant plans are completed at least once every three years. The main plans were
assessed by various qualified employees of Russell Employee Benefits, AON Consuiting, Watson Wyatt Worldwide and Mercers.
All valuations have been updated for information available at 31 December 2006.

QBE INSURANCE GROUP ~, & i “LAT S
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29

RETIREMENT BENEFITS CONTINUED

(4) Balance sheet amounts

The amounts recognised in the balance sheet for defined benefit superannuation plans are as iotlows:

O£ VVVOD |

FAIR VALUE OF PRESENT VALUE OF
DATE OF PLAN ASSETS PLAN OBLIGATIONS NET SURPLUS {DEFICIT)
LAST FULL
ACTUARIAL 2006 2005 2006 2005 2006 2005
REVIEW M M M b ™ ™
Retirement benefit surplus
Mew Zealand superannuation plan 31 Dec 04 8 7 6} {5} 2 2
Retirement benefit deficit
QBE Australia defined benefit plan 31 Dec 05 70 63 {70) (71) - (8
Iron Trades insurance staff trust 31 Dec 04 357 279 {355) (349} 2 {70)
European staff retirement beneiit plan 1 Jan 05 16 13 (16) 2n - 18)
Janson Green final salary superannuation
scheme 31 Dec 04 240 162 {234) (237 6 {75}
MNational Farmers Union 31 Cec 06 30 31 33) (34} 13 3)
QOther plans 6 5 (11} )] (s 4)
719 553 (719} {721) - {168}
_ Surplus not recognised : 8
{8} (168)
(8} Reconciliation
2006 2005
™ M
Fair value of plan assets at 1 January 560 498
Expected return on plan assets 36 30
Actuarial {losses) gains on plan assets {9] 38
Employer contributiens 140 87
Contributions by plan participants 1 1
Benefits and expenses paid {23) {32)
Transfer of assets fram closed fund - (80)
Curtailments and settlements - 3
Acquisitions - 30
Foreign exchange 22 (16}
Fair value of plan assets at 31 December L B L 560
Wholly funded defined benefit obligation at 1 January (726} {698)
Current service cost 8} {16)
interest cost {34} (35)
Actuarial gains (Josses) 21 (79)
Benefits and expenses paid 23 32
Past service cost - (M
Contributions by plan participants (1) (1)
Transfer of defined benefit obligation from clesed fund - 80
(Curtailments and settlements 30 (1
Acquisitions - (34)
Foreignexchange o . B0y _ B
Wholly funded defined benefit obligation at 31 December [725) {726)
Net surplus (deficit} at 31 Cecember 2 {166}
Surplus not recognised L A . . o L
Net liability recognised in the balance sheet at 31 December 6] {166)
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RETIREMENT BENEFITS CONTINUED

2006 2005
M M
Net liability recognised in the balance sheet at 1 January {166) {200Q)
Amounts recognised in the income statemeant
Current service cost (8] {16)
Interest cost {34) {35)
Past service cost - ()
Expected return on plan assets 36 30
Curtailments and settlements 30 2
24 (20)
Actuarial gains (losses) included in the statement of recognised income and expense 12 {36)
Employer contributions 140 87
Acquisitions - (4}
Foreign exchange (8} 7
et surplus {deficit) at 31 December 2 {166)
Surplus not recognised (8} -
Net liability recognised in the balance sheet at 31 December (6) (1686)
The credit recognised in the income statement in the year of $24 million (2005 $20 million charge) has been included within
underwriting expenses. The actual return on plan assets was $27 million {2005 369 millior).
{C) Amounts included in the statement of recognised income and expense
Cumulative actuarial gains and losses included in the statement of recognised income and expense are as follows:
2606 2005
M M
Actuarial losses at 1 January n 35
Actuarial {gains) losses recogrised in the year {5} 38
Actuarial losses at 31 December 66 71
Deferred taxation on actuarial losses at 1 January {19) (10}
Deferred taxation credit on actuarial losses recognised in the year 1 (9)
Deferred taxation on actuariat losses at 31 December (18} (LN
Net actuarial losses at 31 December 48 52
(D) Principal actuarial assumptions
2006 2005
% %
Discount rate 40-58 39-6.1
Expected return on plan assets 53-8.0 52-80
Future salary increases 3.0-6.0 35-6.0
20-3.0 0.0-28

Future pension increases

The expected return on plan assets is based on historical and future expectations of returns for each of the major asset classes
as well as the expected and actual allocaticn of plan assets 10 these major classes.

(E} Analysis of plan assets

2006 2005

F1 M

Equities 166 195
Bends 512 319
Property 1 1
Other 48 45
727 560

QBE INSURANCE GROLUP A%,
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RETIREMENT BENEFITS CONTINUED
(F} Historical summary

2006 2005 2004

M 1. M

Experience gains (losses) arising on plan liabilities 9 (6} (42)
_Experience {losses) gains arising on plan assets R B - - -
2006 2005 2004

M M 1]

Preseni value of plan obligations {725) 726} (698}
Fair value of plan assets 727 560 498
Met surplus (deficit} 2 [166) (200}

{G} Funding

Employer contributions to the defined benefit superannuation plans are based on recommendations by the plans’ actuaries.
The objective of the consolidated entity’s funding schedules is 10 ensure that benefit entitlements are fully funded at the time
tney become payable. The key economic assumptions applied by the actuaries are shown in note 29{D).
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REMUNERATION OF AUDITORS

2006 2005
$'000 $'000
PricewaterhouseCoopers - Australian firm'!
Audit or review of financial reports of the parent entity 1,642 754
Audit of financial reparts of controlled entities 2,618 2,251
Audit of statutory returns 620 442
Other audit assurance services 451 430
Taxation services 249 233
Actuarial services 130 -
Advisory services {including business continuitly management assistance) 134 151
5,844 4,281
Related practices of PricewaterhouseCoopers — Australian firm'"
(including overseas PricewaterhouseCoopers firms)
Audit of financial reports of controlled entities 8,365 5,235
Audit of statutory returns 1,636 1,882
Other audit assurance services 475 15
Taxation services 310 427
Advisory services (including due diligence services} 663 1,001
Actuarial services 265 -
Systems services 44 -
11,748 8.560
17,592 12,821
Audit and assurance services 15,797 11,002
Cther services 1,795 1,812
17,592 12,821
Other auditors
239 410

Audit of financial reports of controlled entities

(1) From 1 January 2003, the consolidated entily may engage PricewaterhouseCoopers for ner-audit services, subject to the general principle that
fees for non-audit services should not exceed 30% of the total of all fees in any cne year. Consistent with prior periods. PricewaterhcuseCoopers
cannct provide the excluded services of preparing accounting records o financial reports, asset ar liability valuations. acling in a8 management

capacily. acling as a custodian of assets or acting as share registrar.

QBE INSURANCE GROUP /. .,
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CONTINGENT LIABILITIES

The company and the consolidated entity had the following contingent liabilities:

THE COMPANY CONSOLIDATED
2006 2005 2006 2005
M M M 1]
Guarantees of interest bearing liabilities in controlled entities 399 427 - -
Letters of credit issued in support of the consolidated entity’s
participation in Lloyd's of London 372 352 372 3562
Letters of credit issued in support of insurance provisions of
controlled entities 246 237 - -
Guaraniees to investors in hybrid securities 658 701 - -
Guaraniees to invesiors in ABC securities for funds at Lloyd's {due 2008) 696 750 - -
Guarantees 1o investors in ABC securities for funds at Lloyd's {due 2009) 279 300 - -
Guarantees to investurs in capital securities Lo e - - =

A controlled entity has entered into a number of deeds of covenant in respact of its controlled entities 1o meet part of
their obligations to Lloyd's of London. The 1otal guarantee giver under these deeds of covenant amounts to $344 millicn
(2005 $316 million). The obligations under the deeds of covenant are secured by a fixed and iloating charge over certain
investments and other assets in favour of Lioyd's of London. Refer note 11(C).

Details of the guarantees 10 investors in Eurobonds, hybrid securities and capital securities and security arrangements
in respect of interest bearing liabilities are provided in note 24,

Details of contingent liabilities in respect of ABC securities for funds at Lloyd's are included in note 34(C).

32

CAPITAL EXPENDITURE COMMITMENTS

THE COMPANY CONSOLIDATED
2006 2005 2006 2005
$M M M M

Capital expenditure commitments contracted but not provided
for in the financial statements (not tater than one year) - - - 14

33

QOPERATING LEASE COMMITMENTS

THE COMPANY CONSOLIDATED
2006 2005 2006 2005
1] ™ H] M
Payable:

Not Iater than one year - - 50 42
Later than one year but not later than five vears - - 163 124
Later than five years - - a1 181

Total future minimum lease payments
under cancellable operating leases o - - 634 347
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LLOYD'S DIVISION

{A} Non-aligned syndicates

A controlied entity acquired Limit ple and its controlled entities (“Limit") in August 2000, From 1984 to 2000, Limit participated in
the resuits of a number of syndicates managed by other managing agents at Uoyd's (non-aligned syndicates). 'n 2000, Limit sotd
its right to participate in the resuits of non-aligned syndicaies aiter 31 December 2000. In 2001, Limit sold the rights to manage
syndicate 318, previously managed by its controlled managing agency, 10 another managing agency at Lloyd's but retained
participation in the syndicate until December 2004. The result of Limit's participation on this syndicate has alsc been included
as non-aligned. Lloyd's operates on a three year accounting basis and at the end of the third vear the underwriting account is
normally closed by reinsurance into the fallowing year of account. The runoff of these syndicates is expected to complete by

31 March 2010, The consolidated entity is expected to have to fund its share of the net outstanding claims of these operations,
as shawn below, and therefore the assets and liabilities are included on a net basis in outstanding claims in the balance sheet.

2006 2005
M M
Assets .
Financial assets - market value 131 120 .
Other assels 125 115
o B o 256 235
Liabilities
Qutstanding ctaims net of reinsurance recoveries 302 277
Other tiabilities 14 13
316 280
_Net liabilities 3 ] 60 55

(B} Reinsurance to close

Since acquiring Limit in August 2000, the consolidaled entity has purchased additional capacity in the syndicates managed by
Limit, taking its ownership share for all syndicates from 55% in 2000 to 91% for the 2007 underwriting year. These purchases

of additional capacity create an obligation for the consolidated entity to accept the additional share of insurance provisions in
exchange for an equal amount of investments and other assets. The amounts will be determined when the reinsurance to close
is caleulated on 31 December 2007 or subseguent dates. It is currently estimated that tha amount of the net insurance provisions
and matching assets will exceed $22 million. which will be recognised in the years in which the reinsurance to close is expected
1o be finalised.

{C) Funds at Lloyd’s

)  ABC securities (due 2009)

In October 2004, the company entered into an arrangement with Mantis Reed Il Limited {"MRANL’) to issue US$220 million

of ABC (asset backed capital) securities to support funds at Lloyd's {"FAL’} pursuant 1o Lloyd's collateral reguirements. This

arrangement substantially replaced bank letters of credit and assisted in meeting new FAL requirements. MR(IIIL is a spacial .
purpose entity incorporated with limited liability under the laws of the Cayman Islangs. The consglidated entity has no ownership

interest in MRUIL.

Proceeds from the sale of the ABC securities to investors have been swapped to sterling and then used to purchase shares

in a wholly owned controlled entity of MBIIIIL, Mantis Reef Il Pledge Limited ("MR{INPL"). MRUDPL is another special purpose
entity incorporated with limited liability under the laws of the Cayman Islands. The proceeds from the sale of shares in MR{I}PL
have been used 10 purchase eligible investments over which security interests, in the form of a fixed and floating charge, have
been granted to Lloyd's in support of FAL requirements of some of the company’s controlled entities. Details of the eligible
investments included in the asset portfolic are shown betow as ABC financial assets pledged for funds at Lioyd's.

Under its arrangement with MR{IHL and MR{IPL. the company makes fixed payments 1o MA{INL and in return receives the
benefit of the eamings frem the investment portfolio. As part of its agreement with MR(IIL and MRUNPL the company can, if
the need arises. call on MRIIPL to provide up to £120 million by the sale or transfer of its investment portfolio to meet certain
contralled entities’ cash call requirements from Lloyd’s, and at that time the company would assume a loan obligation including
servicing of interest payments and repayment of the principal. To achieve this, the company would issue debt securities to
MRUIBL with similar terms to the ABC securities. The company has entered into a fixed for floating cross currency interast rate
swap with a third party 1o service its fixed interest rate obligations.

i} ABC securities (due 2008}

In Octeber 2003, the company entered into an arrangement with Mantis Reef Limited ("MRL") to issue US$550 million of ABC
securities 1o support FAL pursuant to Lloyd's collateral requirements. This arangement substantially replaced bank letters of
credit. MRL is a special purpose entity incorporated with limited liability under the laws of the Cayman Islands. The consolidated
entity has no ownership interest in MRL.
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LLOYD'S DIVISION CONTINUED

Proceecs fram the sale of the ABC securities (o investors have been used to purchase shares in a wholly owned controlled entity of
MRL, Mantis Reef Pledga Limited ["MRPL"). MRPL is anether special purpose entity incorparated with limited liability under the laws
of the Cayman Islands. The proceeds from the sale of shares in MRPL have been used to purchase eligible investments over which

security interests. in the form of a fixed and floating charge, have been granted te Lloyd's in suppon of FAL reguiremenis. Details of
the efigible investments included in the asset portfalio are shown below as ABC financia! assets pledged for funds at Lloyd's.

Under its arrangement with MAL and MRPL, the company makes fixed payments 1o MRL and in retuin receives tha benefit of
the earnings from the investment portfolio. As part of its agreement with MRL and MRPL the company can. if the need arises,
call on MAPL 1o provide up to US$550 million by the sale or transfer of its invesiment portfolio to meet certain controiled entities’
cash call requirements from Llayd's, and sl that time the company would assume a loan obligation including servicing of interest
payments and repayment of the principal. To achieve this, the company would issue debt securities 1o MRL with similar terms

to the ABC securities. The company has eniered into a fixed for floating interest rate swap with a third party to service is fixed
interest rate obligations.

i) Swaps relating to ABC secunties

The consolidated enuty is exposed to interest rate and currency risk in respect of the ABC securities and has therefore entered
into twa swap agreements, being an interest rate swap agreement with a financial institution under which it is obliged to pay
interest at a variable rate and receive interest at a fixed rate and a cross currency inlerest rate swap agreement under which
itis obliged to pay variable rate interest an a sterling asset portfolio and receive a fixed amount of US dollar interest.

ABC securities [due 2009} are measured at amortised cost in original currency and translated to Australian dollars at the closing
rate of exchange. Under the swap agreement. the consolidated entity pavs a margin of 1.7% above the wholesale interbank rate
monthly on £120 million and receives a fixed rate of 3.2% on US$220 million every six months te match the interest payment

1o investors. The swap agreement currently comprises three swaps which are measured at fair value. Two of the swaps are
designated as cash flow hedges and have satisfied the effectiveness tests throughout the period from inceplion and at the
balance date. The movement in the fair value of the cash flow hedges is laken o equity. Any ineffectiveness in the cash fiow
nedges is recognised directly in the income statement. An amount is transterred from equity and taken to the income statement
0 offset:

« the differential between the fixed and variabie interest payments; and
= the foreign exchange gain ot loss an translation of the financial liabilities.

During the year, a loss of $34 million (2005 loss of $1 million) was recognised in equity relating o the fair value movemenis on
the cash flow hedges. During the year. a loss of $41 million (2005 gain ot $4 million) was transferred from equity w0 the income
statement.

ABC securities [due 2008} are measured at amorlised cost in original currency and translated to Australian doltars at the closing
rate of exchange. Under the swap agreement, the consclidated entity pays inlerest at the wholesale interbank rate and receives
a fixed rate of 2.56% on US$550 million every six months 1o match the interest payment 1o investors.

The swap agreement comprises lwa swaps which are measured at fair value. The swaps are designated as fair value hedges and
have satisfied the retevant hedge effectiveness 1esis throughout the period and at ihe balance date. The fair value movement on
the swaps is recognised in the income statement. Any change in the value of the financial liabilities as a result of the hedged risk
adjusts the carrying amaount of the hedged item and impacts the income siatement.

THE COMPANY CONSOLIDATED

2006 2005 2006 2005
M M 1] M

ABC financial assets pledged for funds at Lloyd’s
Due 2008 interest bearing short term money US$550 million - - 696 750
Due2009 interest bearing short term money £120 million - - 299 . 282
- - 995 1,032

ABC securities for funds at Lloyd’s

Due 2008 US$550 million - - 671 720
Due 2009 ___US$220 million - - 275 295
- - 946 1.015
Swaps relating to ABC securities 5 5 58 29
5 5 1004 1,044
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2006 2005
™ ™M

Fair value of ABC securities for funds at Lloyd's
Due 2008 USE550 million 687 724
Due 2002 US$220 million 260 288
947 1,012

35

RELATED PARTIES (COMPANY AND CONSOLIDATED)

All material information required to be disclosed under AASB 124: Related Parly Disclosures has been included in the financial
statements as follows:

REFERENCE

Dividends from controlled entities Note 7{B)
Amounts due from controlled entities Noie 13
Investments in controlled entities Noie 18
Amounis due ta controlled entities Note 20

Tax sharing agreement Note 8(B)
Remuneration of key management personne! Directors’ report and note 28
Retirzement allowances of key management parsonnel Direciors’ report
Shares and options held by key management personnel Note 28

Related party transactions with key management persannel Note 28
Retirement benefits Note 29
Guarantees in respect of retated parties Noie 31

In the ordinary course of business, various controlled entities receive dividends and purchase and sell investments in public
entities in which directors of the company are directors and shareholders.

36

EARNINGS PER SHARE (CONSOLIDATED)

2005 2005
CENTS CENTS
Basic earnings per share 186.4 1443
Diluted earnings per share 178.5 135.0
M $M
{A) Reconciliation of earnings used in caicutating earnings per share
Net profit atter income tax atlributable to members of the company,
used in calculating basic earnings per share 1,483 1,091
Add: finance costs of hybrid securities o 3 6
Earnings used in calculating diluted earnings per share 1,486 1,097
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006
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EARNINGS PER SHARE (CONSOLIDATED) CONTINUED

| O«
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2006 2005
MILLION MILLION
(8] Reconciiation of weighted average number of ordinary
shares used in calcuiating earrings per share
Weighted average number of ordinary of shares on issue 802 766
Weighted average number of non-recourse loan shares issued under the Plan (1] (9
Weighted average number of treasury shares held in trust (1) -
Weighted average number of ardinary shares used as the denominator
in calculating basic earnings per share™ 795 757
Weighted average number of dilutive potential ordinary shares relating to:
Shares issued under the Plan 6 9
Options issued under the Plan 4 4
Hybrid securities™ 26 a3
Unvested conditional rights supported by treasury shares held in trust 1 ~
Weighted average number of ordinary shares used as the denominator in
832 313

calculating diluted earnings per share

(1) Weightea average number of ordinary sheres reflects shares adjusted 1o derecognise shares issued under the Plan. Basic earnings per share
calculated with reference to issued share capital natified to the ASX would have been 184.8 cents {2005 142.5 cents). Refer to note 25{A).

{2) Hybrig securities have been treated as dilutive if the contingent conversion conditions are met at the balance date. 1 all hybrid securities had
been considered dilutive al 31 December 2008, diluted garnings per share would have been 173.5 cents (2005 131.5 cants).

SEGMENT INFORMATION
{A) Business segments

AUSTRALIA
PACIFIC ASIA EUROPEAN THE
CENTRAL EUROPE QOPERATIONS AMERICAS EQUATOR RE ELIMINATION TOTAL
2006 M M M M ™ M
Total assets 8,138 20.277 3,220 1.528 {1.404) 31,757
otal liabilities 6,246 (16,703 2,689 1174 (1.404) 25,408
Acquisition of property, plant and
equipment. intangibles and other
non-current segment assets 93 8 80 - - 161
Depreciation expense o i _ 18 21 3 5 - ) - 42
Qther non-cash expenses — 7 1 - - 8
Total revenue 3,554 6,319 2,240 736 1678) 12171
_Gross written premiuom 37218 5213 C1ean 901 (901) 10.372
53ross earned premium 3.132 5,081 1,876 678 {678) 10,069
Qutward reinsurance premium expense {518} (1.208) (723} {140) 678 {1,911}
Net earned premium 2,614 3.853 1,163 538 - 8,158
Net claims incurred {1,381) {2.184) {644} {342) - {4.551)
Net commission {358) (661) (295) (70} - {1.384)
Underwriting and other expenses _ _ (436 (466) e (26} - {1.023}
Undenwriting result 439 542 119 100 - 1,200
Investment income on policyholders’ funds 184 329 41 34 — 588
Insurance profit 623 871 160 134 - 1,788
Invesiment income on shareholders’ funds kil 182 7 14 - 234
Amortisation of intangibles {2) (6} {2 - - (10}
Profit hefore incame tax 652 1.047 165 148 - 2.012
Income tax expense (170) (288) (54) 7y - (519)
Profit after income tax 482 759 1 141 - 1,493
Net profit attributable to minority interest {8} - {2 - - (10}
Net protit after income tax attributable 10
_members of the company 474 753 109 141 - 1,483

Intersegment transactions are priced on an arm's length basis and are eliminated on consalidation. Further infarmation regarding
the consalidated entity's business segments is incluged on pages 24 io 43 of the annual repart.
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SEGMENT INFORMATION CONTINUED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

AUSTRALIA
PACIFIC ASIA EUROFEAN TYHE
CENTRAL EUROPE OPERATIONS AMERICAS EQUATOR RE ELIMINATION TOTAL
2005 $M ™ M M ™ M
_Totalassets 8056 18412 3,107 956 (B66) 29.665
Total liabilites . 6.060 15,835 2,717 760 {866} 24,506
Acquisition of property, plant and
egquipment, intangibles and other
non-current segment assets 81 306 61 - - 448
Depreciation expense. . 16 21 3 - - 40
_Otner non-cash expenses ] 2 - - -3
Total revenue 3,372 6.944 2,086 373 (347} 12,428
Gross written premium 3,122 4,794 1,492 353 (363} 9,408
Gross earned premium 3,093 4,643 1,435 347 (347} 9,171
Qutward reinsurance premium expense (542) (946} {592} (52} 347 {1.785)
Net earned premium 2,551 3,697 843 295 - 7,386
Net ¢laims incurred {1,349} {2,326} (5086} (236} - {4,417)
Net commissicn (356} (651} (218] (29} - {1,251)
Underwriling and other expenses (420) (428} (62} ~ - (910}
Underwriting result 426 292 60 30 - 808
Invesgmﬂiggqme on policyholders” funds 181 253 27 19 - 480
Insurance profit 607 545 87 49 - 1,288
Investment income on shareholders’ funds 50 171 10 7 - 238
Amortisation of intangibles (1) 12) - - - {3}
Profit betore income tax 656 714 97 56 - 1,623
income tax expense (187) (187) (34) (17) - (425)
Profit after income tax 469 527 63 39 - 1,098
Net profit attributable to minority interest (6) - (1} - - (7)
Net profit after income tax attributable to
members of the company 463 527 62 39 - 1,081
intersegment transactions are priced on an arm’s length basis and are eliminated on consalidation.
QBE INSURANCE GROUP ; .', . "L T
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 21 DECEMBER 2008

37

SEGMENT INFORMATION CONTINUED

(3) External product segments

DIRECT AND FACULTATIVE INWARD REINSURANCE TOTAL
2006 2005 2006 2005 2006 2005
M SM M 1] M M
Total revenue 10,559 9,944 1,612 2484 12,111 12.428
et prolit atter income tax attributable
e members of the company 1382 1018 101 ) {25) 1,483 1.021
Total assets 25,598 23,130 6,159 6,535 31,757 29,665
Acquisition cf property, plant and
equipm=nt, intangibles and other
non-current segment assets 130 349 3 99 161 448
(C) Geographical analysis
AUSTRALIA ASIA-PACIFIC EURCZPE THE AMERICAS OTHER TOTAL
M M M M ™M F1]
Total revenue 2006 3,158 750 3314 4,007 942 12,171
2005 3,318 922 3.592 3832 964 12,428
Met profit after income tax attributable 2006 442 168 406 242 225 1,483
to members of the company 2005 404 140 418 68 61 oo
Jotal assels 2006 8,020 1,836 10,240 8,744 2,917 31,757
2005 7.917 1,975 11,003 7,730 1,040 29,665
Acquisition of property, plant and 2006 79 S 17 60 - 161
eguipment, intangibles and other
2005 81 - 170 197 - 448

rlon-curreniiegment assels

Profit and loss amounts are allocated ¢ a geographical region based on 1he location of the risk or, when this information is not
availabla, based on the location where the risk was underwritten.

Assets are allocated to a geographical region based an the location of the relevant risk where appropriate, or based on the

location of the asset.
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RECONCILIATION OF CASH FLOWS FROM OPERATING ACTIVITIES TO NET PROFIT AFTER

INCOME TAX ATTRIBUTABLE TO MEMBERS OF THE COMPANY

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006

THE COMPANY CONSOLIDATED
2005 2005 2006 2005
1] M M M
Cash flows from operaling activities 1,086 187 2,039 1,987
Depreciation of assets - - {42) {40}
Amortisation and impairment of goodwill/intangibles - - {10) (3)
Amortisation of premium/discount on fixed interest securities - - 1 (9
Profit (loss) on sale of controtled entities 16 629 m 11
Loss on sale of plant and equipment - - (6) {5}
Net foreign exchange {losses) gains {12) () 18 3
Other gains on financial assets - - 213 219
Increase in net outstanding claims - - (411) (B386)
Increase in unearned premium - - (362} (236)
Increase in deferred insurance costs - - 57 62
Increase in net amounts receivahle from controlled entities 759 267 - -
Increase in trade debtors - - 35 350
Increase in other aperating assets 380 26 85 17
{Decrease) increase in trade and other payables - - 161 (263)
Decrease (increase) in current tax liabilities 43 {60) {47) (85}
{Increase) decrease in deferred tax liabilities 16 16 [271) (139)
{Increase) decrease in provisions (9) - 34 €5
Minority interest - - (10 7
Net profit after income tax attributable to members of the company 2,279 1,060 1,483 1,081

39

EVENTS OCCURRING AFTER THE BALANCE DATE

In December 2006, the consolidated entity announced its purchase of Praetorian Financial Group, a property and casualty insurer
in the US. The purchase is subject 1o regulatory approvals and is expected to complete early in the second quarter of 2007.
The purchase price is US$0.8 billion and the fair value of net tangible assets at the date of acquisition is expected to be around

US$0.46 billion.

Since 31 Decernber 2006, the consolidated entity has announced its purchase of Winierthur US Holdings, Inc., a property and
casualty insurer in the US. The purchase is subject to regulatory approvals and is expected to complete during the second quarter
of 2007. The purchase price is US$1.16 billion and the fair value of net tangible assets at the date of acquisition is expected to be

US$0.78 biltion.

QBE INSURANCE GROUP - . .
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DIRECTORS' DECLARATION

In the directors” opinion:

{a) the financial statements and notes set out on pages 70 to 137 are in accordance with the Corporations Act 2607, including:
(i complying with accounting standards. the Corporations Regulations 2001 and other mandatory professional reparting
requirements; and
(i) giving a true and fair view of the company’s and consolidated entity’s financial pesition as at 31 December 2006 and
of their performance, as represented by the results of their operations, changes in equity and their cash flows. for the
financial year ended on that date; ancd
(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; and
(¢} the audited remuneration disclosures set out on pages 57 1o 67 of the direciors’ report comply with Accounting Standard
AASB 124: Related Party Disciosures and the Corporations Regulations 2001,
The direciors have been given the declarations by the chief executive officer and chief financial officer required by section 2254
of the Corporations Act 2007 for the financial year ended 31 December 2006,

Signed in SYDNEY this 23rd day of February 2007 in accordance with a resolution of the directors.

o, Eocen

EJ Cloney FM O'Halloran
Director Director




Audit opinion
In our opinion:

—_

. the financial report of QBE Insurance Group Limited:

gives a true and fair view, as required by the Corporations
Act 2001 in Australia, of the financial position of QBE
Insurance Group Limited and the QBE Insurance Group
{defined below} as at 31 December 20086, and of their
performance for the year ended on that date; and

is presented in accordance with the Corporations Act
2001, accounting standards and other mandatory financtal
repotting requirements in Australia. and the Corporations
Regulations 2001; and

-

2. the audited remuneration disclosures that are contained
in pages 57 o 67 of the directors’ report comply with
Accounting Standard AASB 124 Related Party Disclosures
("AASE 124") and the Corporations Regulations 2001.

This epinien must be read in conjunction with the rest of our

audit report.

Scope

The financial report, remuneration disclosures and
directars’ responsibility

The financial report comprises the balance sheet. income
statement, cash flow statement, statement of recognised
income and expenses, accompanying notes to the financial
statements and the directors’ declaration for both QBE
Insurance Group Limited ("the company™) and the QBE
Iinsurance Group {"the consolidated entity”). for the year ended
31 December 2006. The consolidated entity comprises both
the company and the entities it controlled during that year.

The company has disclosed information about the
remuneration of key management personnel ("remuneration
disctosures”) as required by AASB 124, under the heading
“remunaration report” on pages 57 1o 67 of the directors’
report, as permitted by the Cerporations Regulations 2001.

The directors of the company are responsible for the
preparation and true and fair gresentation of the financial
report in accordance with the Corporations Act 2007 . This
includes responsibifity for the maintenance of adequate
accounting recerds and internal controls that are designed

to prevent and detect fraud and error. and for the accounting
policies and accounting estimates inherent in the financial
report. The diractors are also responsible for the remuneration
disclosures contained in the directlors’ report.

Audit approach

We conducted an independent audit in order to express

an opinion to the members of the company. Our audit was
conducted in accordance with Australian Auditing Standards,
in order to provide reasonable assurance as (o whether

the financial report is free of material missiaiement and

the remuneration disclosures comply with AASB 124 and
the Corporations Regulations 2001, The nature of an audit

is influenced by factors such as 1he use of professional
judgment, selective Lesting, the inherent limitations of
internal contrals and the availability of persuasive rather than
conclusive evidence. Therefore. an audit cannot guarantee
that all material misstalements have been detected.

For further explanation of an audit, visit our website
htip:/Awww. pwe.com/au/financialsiatementaudit.

INDEPENDENT AUDIT REPORT

70 THE MEMBERS OF QBE INSURANCE GROUP LIMITED

We perfarmed procedures to assess whether in all material
respects the financial repon presents fairly, in accordance
with the Corporations Act 2007, accounting standards and
other mandatory financial reporting requirements in Australia,
a view which is consistent with our understanding of the
company's and the consolidated entity’s financial position,
and of their performance as represented by the results of
their operations, changes in equity and cash flows. We also
performed procedures to assess whether the remuneration
disciosures comply with AASB 124 and the Corporations
Regulations 2001,

We formed our audit opinion on the basis of these
procedures, which included:

* examining. on a test basis information to provide evidence
supporting the amounts and disclosures in the financial
report and remuneration disclosures; and

assessing the appropriateness of the accounting policies
and disclosures used and the reasonableness of significant
accounting estimates made by the directors.

Qur procedures include reading the other information in the
annual report to determine whether it contains any material
inconsistencies with the financial report.

Whilst we considered the effectiveness of management’s

internal controls over financial reposting when determining
the nature and extent of our procedures, our audit was not
designed 1o provide assurance on iniernal controls.

Our audit did not involve an analysis of the prudence of
business decisions made by directors or management.

Independence

In conducting our audit, we followed applicable
independence requirements of Australian professional
ethical prenouncements and the Corporations Act 2007.

RD Deutsch
Partner

IZMJ::L»AGW

PricewaterhouseCoopers

Sydnay
23 February 2007

Liability limitec by a Scheme approved under Professional
Standards Legislation.
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SHAREHOLDER INFORMATION e

GBE is incorporated in Australia. is listed on the Australian Stock Exchange ("A5X") and rades under the code "QBE™.

Annual General Meeting ("AGM"}
11:00am Wednesday. 4 April 2007
The Westin Hotel, 1 Martin Place. Sydney NSW Australia

Online proxy voting is available through the Link investor service centre website.

Voting rights of ordinary shares
The constitution provides for votes (o be cast.

« on a show of hands, one vote for each shareholder; and
- on a poll, one vote for each fully paid ordinary share.

Shareholder information and enquines
Most enquiries and correspondence regarding shareholdings can be directed to QBE's share registrar:

Link Market Services Limited
Locked Bag A14, Sydnay South NSW 1235 Australia

Level 12, 680 George Street. Sydney NSW 2000 Australia

Telephone: +61 2 8280 7158  Facsimile: +61 2 9287 0303
Internet: www linkmarketservices.corm.au (link inveslor service centre website}
Email: registrars@tinkmarketservices.com.au

For security purposes. please quote your Securityholder Reference Number ("SRN”"} or Holder Identification Number ("HIN™}.

If you are broker (CHESS) sponsored, queries relating to incorrect registrations and changes to name and/or address can only
be pracessed by your stockbroker. Link Market Services ("Link”) cannot assist you with these changes. Please quote your HIN.

Relgvant interests regrster

Orient Capital Pty Limited of Level 12, 680 Geerge Street, Sydney NSW 2000, Australia maintains QBE's register of information
about relevant interests, The register contains any responses from custodians on and after 1 January 2005 1o searches refating
10 the beneficial ownership of QBE’s shares. Shareholders and other parties can teiephone Orient Capital on ~61 2 8280 6000 ar
facsimile on +61 2 8280 6001 if they wish to inspect this register.

Shareholding details onling
View your shareholdings and update your details online at the Link investor service centre website You will be asked 1o provide
either your SRN or HIN, your surname and postcode.

You may receive dividend statements, notices of meetings, annual reports and major company announcements electronically
by regisiering your email address at the Link investor service centre websile.

Removal from annuat report mailing list
Ii you do not wish to receive a copy of the annual report, please notify Link in writing or select "communication optians” an
the Link investor service centre websile

The half yearly resuits summary to 30 June 2007 will be mailed with the interim dividend. The next annual report for the year ending
31 December 2007 will be distributed in March 2008. QBE does not produce a concise financial report.
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Tax File Number (*TFN"), Australian Business Number {"ABN"} or exemption - Australian residents

You can confirm whether you have lodged your TFN, ABN or exemption by visiting the Link investor service centre website.
If you choose not 1o lodge these details, QBE is obliged to deduct tax at the highest marginal rate (plus the Medicare lavy]
from the unfranked portion of dividends paid. Australian shareholders living abroad should sdvise Link of their resident status
as limited exemptions 1o tax deductions may apply. TFN forms are availabie from Link or can ba downloaded from either the
QBE or Link websites.

Dividends

QBE encourages shareho!ders to have cash dividends credited directly to a bank, building society or credit union account in
Australia or New Zealand to eliminate delays in funds clearance and to significantly reduce the risk of loss or theft, A dividend advice
confirming the deposit details is either mailed to you or is available ontine on the payment date.

Eligible shareholders can chaose to participate in GBE's Dividend Reinvestment Plan ("DRP”) and Dividend Election Plan ("DEP").

The DRP enables you to apply to subscribe for additional shares. The DEF is a bonus share plan wherseby ihe dividend entitlement
is forgene for bonus shares in lieu of the dividend. In order 1o participate in either DRP or DEP you must have a minimum
shareholding of 100 shares.

Participants may change their election to participate in the DRP and DEP at any time. DRP/DEP election cut-off dates and
application forms are available from QBE's website.

Unpresented cheques/unclaimed monies

Under the Unclaimed Moneys Act 1962, unclaimed dividends must be given to the state treasury. [tis very important
that shareholders bank outstanding dividend cheques promptly and advise Link immediately of changes of address or
bank account details.

Privacy legisiation

Chapter 2C of the Corporations Act 2007 requires information about you as a security halder {including your name, address and
details of the securities you hold) to be included in QBE’s share register. These details must continue to be included in the public
register even if you cease to be a security holder. A copy of the privacy policy is available on Link's website.

Registered office
QBE Insurance Group Limited
Level 2, 82 Pitt Street, Sydney NSW 2000 Australia

Telephone: +61 2 9375 4444  Facsimite: +61 2 9235 3166

Internet: www.gbe.com

QBE website

OBE's websile provides investors with information about QBE including annual reports, half yearly reports and annguncements 10
the ASX. The website also offers regular QBE share price updates, a calendar of events, a brief history of QBE'’s dividends, access
to standard forms (change of address, direct credit advice and more) and the ability to verify shargholding details.

QBE INSURANCE GROUP « ~ 4 . vl
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RECENT QBE DIVIDENDS
CENTS PER
DATE PAID TYPE RECORD DATE SHARE FRANKING %
26 March 1999 imerim 5 March 1992 85 50
* Qctober 1999 final 10 September 1999 18.5 50
3% March 2000 interim 10 March 2000 14.0 10
29 September 2000 final 11 September 2000 15.0 35
12 Aprit 20017 final 26 March 2001 16.0 30
28 September 2001 interim 7 September 2001 16.5 25
12 April 2002 final 25 March 2002 136 15
3 Qctober 2002 interim 13 September 2002 16.5 12
11 April 2003 final 19 March 2003 18.5 12
25 September 2003 interim 1 Sepiember 2003 20.0 ih
25 March 2004 final 9 March 2004 22.0 30
20 Sepiember 2004 interim 30 August 2004 24.0 50
23 March 2005 final 7 March 2005 30.0 50
16 September 2005 interim 29 August 2005 33.0 50
29 March 2006 tinal 10 March 2008 380 50
14 September 2006 interim 1 September 2006 400 60
TOP TWENTY SHAREHCLDERS As AT 31 JANUARY 2007
NUMBER OF

NAME OF REGISTERED SHAREHDLDER SHARES % DF TOTAL
J P Morgan Nominees Australia Limited 167,496,594 20.48
Westpac Custodian Neminees Limited 137.909.712 16.84
National Nominees Limited 125,831,645 15.37
a4NZ Nominees Limited 64,891,683 7.93
Citicorp Nominees Pty Limited 53,794,762 6.57
HSBC Custody Nominees (Austratia) Limited 38.515.676 470
Cogent Nominees Pty Limited 19,664,694 2.40
Queensiand Invesiment Corporation {c/- National Neminees Limited) 16,881,244 2.06
AMP Life Limited 8,552,295 1.04
Westpac Financial Services Limited 8,021.488 0.88
UBS Nominees Pty Ltd 6,492,626 0.79
RBC Dexia Investor Services Australia Nominees Pty Limited 6,266,944 0.77
Suncorp Custodian Services Pty Limited 4.081.766 0.50
QBE Management Services Pty Limited 2,789,180 0.34
Perpetual Trustee Company Limited 2.751.522 0.34
Australian Reward Investment Alliance (¢/- ! P Morgan Nominees Australia Limited) 2702614 0.33
UBS Wealth Management Australia Nominees Pty Ltd 2,603,516 0.32
Australian Foundation Investment Company Limited 2,459,487 0.30
Victorian WorkCaver Authority (c/- National Nominees Limited) 2,256,268 0.28
1AG Nominees Pty Limited 1,816,969 0.22
Total 675,779,685 8254
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QBE SUBSTANTIAL SHAREHOLDERS as AT 31 JANUARY 2007

_ MUMBER OF
: NAME SHARES % OF TOTAL™ DATE OF NOTICE !
UBS Nominees Pty Ltd and its related bedies corperate 64,790,756 8.06 9 June 2006
AXA Asia Pacific Holdings Limited 60,527,694 7.53 6 October 2006
The Capital Group Companies Inc 48,268,558 5.90 25 January 2007
Barclays Global Investors Australia Limited 38.779.454 5.04 25 July 2005

(1} % of total at date of notice.

DISTRIBUTION OF SHAREHOLDERS AND SHAREHOLDINGS as aT 31 yanNuARY 2007

_ NUMBER OF NUMBER OF i
SIZE OF HOLDING SHAREHOLDERS % SHARES % !
1-1,000 27,638 53.39 14,194,742 1.73
1.001 - 5,000 19,927 38.63 43,725,818 5.34
5,001 - 10,000 2421 469 17,096,005 2.08
10.001 - 100.00¢ 1.512 2893 36,086,550 4.41
100.001 or more 184 038 707,602,455 - 86.43
Total 51,582 100.00 818,705,570 100.00
SHAREHOLDINGS OF LESS THAN A MARKETABLE PARCEL As AT 31 JANUARY 2007

| SHAREHOLDERS SHARES J

‘ NUMBER % OF TOTAL NUMBER % OF TOTAL ‘
Holdings of 17 or less shares 393 0.76 3,244 0.00

QBE INSURANCE GROUP &', 4+ 1 vt
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2007

FINANCIAL CALENDAR

23 February

2 March

7 March

14 March

2 April

4 April

30 June

20 August”

4 September”
10 September*®
26 September™
31 Cecember

Proiit and dividend announcement for the year ended 31 December 2006
Annual report available on website.

Annual report posted to shareholders with notice of AGM and proxy form.
Shares begin trading ex-dividend.

Record date for determining shareholders” entitlement to 2006 final dividend.
20086 fina! dividend paid.

Annual General Meeting

Half year end

Praofit and dividend announcement for the half year ending 30 June 2007.
Shares begin trading ex-dividend.

Record date far determining shareholders™ entitlernent to 2007 interim dividend.

2007 interim dividend paid.

Year end

2007

*  Dates 10 be confirmed.

(1BE ANNOUNCEMENTS TO THE ASX

Anncunced the acquisition of a strategic holding in Austbrokers.

Anncunced the reinstatement of the dividend reinvestment plans.
Announced the acquisition of Seguros Cumbre SA de CV.

2006

2006 AGM

Announced the acquisition of Praetorian Financial Group in the US and 2006 results update.
Announced the appointment of Duncan Bovle 10 QBE's board of directars.

Announced the suspension of QBE's Dividend Reinvestment Plan ("DRP”) and Dividend Election Plan
("DEP™! due to the company's strong capital position.

Announced record haif year profit and interm dividend.
Announced private institutional placement of non-cumulative perpetual preferred securities.
Announced new closing date for DRP election forms.

Announced further exercise of options on achievement of performance
hurdles in respect of a 2004 acquisition.
Subsequent exercise announced on 10 October.

Announced further conversion of QBE LYONs securities into ordinary shares of the company.
Subseguent cenversions announced on 22 May and 22 December.

Announced DRP pricing details.
Announced a record 2005 profit and increased dividend.

9 Feﬁruaw
9 February
2 February
5January

13 Decemt;er
28 September

16 August
16 August
12 July
6 June

1 June

21 April

7 April

3 March

23 February
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The 2006 QBE Group annual report
features photographs by a mulli awardg
winning Australian photographer,

Peter Lik. The images in the annual

©weport represent a selection of

{andscape works from Australia and

- iaround the world. Peter was born in
L Melbourne and new spends much

of hisfife taveling the world capturing - ;
the striking scenic imagdes for which " -
¢ has become renawned.
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QBE INSURANCE GROUP LIMITED
MARKET ANNOUNCEMENT

QBE ANNOUNCES RECORD 2006 RESULT

QBE Insurance Group today announced a record operating profit after tax of $1,483 million for the
year ended 31 December 2008, an increase of 36% over the previous corresponding year.

Diluted eamings per share increased by 32% to 173 cents and return on equity was 26.1% compared
with 23.9% in 2005. Gross written premium was up 10% to $10.4 billion and net earned premium was
also up 10% to $8.2 billion. The ratio of claims, commissions and expenses to net earned premium
(“combined operating ratio”) was 85.3% compared with 89.1%. Insurance profit before tax to net
earned premium was ahead of expectation at 21.9% compared with 17.4%. Al major insurance
divisions produced excellent combined operating ratios and insurance profits.

In view of the record operating profit and the positive outlook for QBE's business, the directors have
declared a final dividend of 55 cents per share, 60% franked. This compares with a final dividend of
38 cents for 2005. The total dividend for 2006 is 95 cents per share compared with 71 cents.
Dividend payout has increased by 39% to $774 million. Dividend reinvestment plans have been re-
introduced at a zero discount. Our books close for the dividend on 14 March 2007,

Frank O'Halloran, QBE Group Chief Executive Officer, said “we have had a superb year with the
substantial increase in profitability being assisted by overall average premium rate increases of 6%, a
reduction in catastrophe claims and strong cash flow. ”

Mr O’Halloran added “the acquisitions of Praetorian Financial Group, Winterthur US and Seguros
Cumbre in recent weeks, once completed, will ensure that we have significant growth in 2007 and
2008. These acquisitions together with the many high quality businesses and teams we have around
the world give us confidence that we can increase profit after tax by around 20% in 2007. Our
forecasts are subject to the usual caveats such as large claims not exceeding the significant
allowances in our business plans, foreign exchange rates and stable investment markets.”

For further information, please refer to our 2006 annual report which is available on our website
www.qbe.com or phone +61 2 9375 4226 or email investor.retations@qbe.com.

23 February 2007




Schedule B

. up to June 30, 2007

for the Securities and Exchange Commission
List of Information made or e T R s T
required to be made public, : . ’ ’
distributed to security holders or e
filed with the Australian Securities and
investments Cammission (the “ASIC")
by QBE Insurance Group Limited
(the “Company”)

ey T
N i)

s U L S

ASIC FILINGS ]
[ Date Item Description
1. 01/30/07 484 Change to Company Details
2. 03/20/07 484 Change to Company Details
3. 03/29/07 484 Change lo Company Details
4 04/17/07 484 Change to Company Details
5. 04/20/07 484 Change to Company Details
6. 05/18/07 484 Change to Company Details

SEC June 30, 07SchedB




Australian Securities &
investments Commission

Change to company details

Sections A, B or C may ba lodged independently with this signed cover page te notify ASIC of:

A1 Change of address B1 Cease company officehoider
A2 Change of name - officeholders or members 82 Appon| company officenolder
A3 Change - ulimate hotding company B3 Special purpose company

[82-35066 |

AUSTRALIAN SECURITIEY

T

Form 484
IPC  Corporstions act 2001

18 MAY 2007
AA

C1 Cancellation of shares

€2 lssue of shares

€3 Change to share structire

CA Changes to the register of members

if there Is Insufficient space in any section of tha form, you may photocopy the relevant page(s) and subrmit 83 part of this lodgement

' .Company details Company name
QBE INSURANCE GROUP LIMITED

Refer to guide for information about ACNIABN

corparate key | 38 008 485 014

| G |

Lodgement details Who should ASIC contact if there i3 a query about this form?

Nameg

| SHARLENE ASHAUER, SHAREHOLDER SERVICES ]

ASIC reqgistered agent numbar {if applicable)

1 17210

Telephone number

(02) 9375 40623

Pestal address

[Poaox 82

[ SYDHEY NSW 2001

|

Total number of pages including this cover sheet  Plaasa provide an estimate of the time taken lo complete this foemn.

hrs lm‘ms

Signature
This form must be signed by a current officeholder of the company.

| certfy thal the information in this cover sheet and tha atlached sections of this torm are true and compléta.

Nama

| DUNCAN RAMSAY

Capacity

Cireclor
@ Company secratary
Signlixg

A\ levn Ay

Date signed

E]’E]E]’E
O™ W ¥

Lodgement Send completed and signed forms to:
Australlan Securities and Investments Commission,
PO Bax 4000, Gippstand Mail Centre VIC 3841.

Or lodge the farm electronically by visiting the ASIC website
WWW.3SiC.0av. 31

ASIC Form 484 26 February 2004

For help or more information
Tatephone 03 5177 3888

Email  info.enquiriesf@asic gov.au
Web WWW. 3SIC.00V.3U

Cover pags




C2 Issue of shares
List delails of new share issues in the foliowing table.

Share class code  Number of shares issued Amount paid per share Amount unpaid per share
ORD 30,162 $11.08 NIL
QRD 246,000 $31.29 RIL
ORD 226 $ 0.00 NIL
Earliest date of change

Please indicate the earliest date that any of the abova changes eccurred

Bjafoyol

MM v

If shares wera issued for other than cash, were some or all of the sharas issued under a written coniract?

D Yes gy
il yes, proprietary companies must aiso lodge a Form 2072 certifying that all stamp duties have been paid. Public companies must atso lodge a Form 2072
and either a Form 208 or a copy of the contract.

No
if no, proprietary companies are not required to provide any further documents with this form. Public companias must also kdge a Form 208,

C3 Change to share structure

Where a change to the share structure table has oecurred (eg. as a result of the issue or cancellation of shares), please show the updated datai's for the share
classes affected. Details of share classes not affected by the change are not required here.

Share Full tite If not standarg Total number of Total amount Total amount
class code shares {cument paid on these shares unpaid on these
: after changes) shares
ORD 862,434,359 | $4,672,262,664.81 | N/A
Earliest date of change

Please indicate the eastiest date that any of the above changes octurred
P 0O M M

ulululalala

Lodgement details Is this document being lodged to update the Annual Company Staternent that was sent to you?

[] ves
D<) o

ASIC Form 484 26 Fetwuary 2004 Section C Page 3of 5

o




— - ; T lFlIJE NO.

82-35066|

NI
. N A B SN A AUSTRALIAN SECURITIES
Australian Securities & & INVESTMENTS COMMISSION
Investments Commission LT mmmmmmmmmmnmw
B 023785184
Form 484
Corporations Act 200t
Change to company details
Sectiens A, B or C may be todged Independently with this signed cover page to nolify ASIC of:
A1 Changs of address B1 Cease company officehcider C1 Cancellation of shares
A2 Changs of name - ofliceholders o members B2 Appoint company officeholder C2 lssue of shares
A3 Change - ulimate holding company BA Spadial purpose company C3 Change to share stucture
CA Changes to the registar of members

If thara 1a insufficlent space in any section of the form, you may photocopy the relevant page(s) and submit as part of this lodgement

. Company details Company name

IQBE INSURANCE GROUP LIMITED

Reter to guida for information about ACN/ABN 0 k
corporate key |38 008 485 014 _ l

Lodgement details Who should ASIC contact if thera is a query about this form?
Name
[ SHARLENE ASHAUER, SHAREHOLDER SERVICES |
ASIC registered agent number {il applicable)
| 17210 pr2 s ]
Telephone number M _
[ (02) 9375 4063 a0 ADR OV |
Postat address L

PO BOX 62 |
[ BYDNEY Nsw 2001 |
Total number of pagas including this cover sheet Pleasa provide an estimate of the (me taken to complete this form,
| hes | | mins
Signature
This form must be signed by a current officehotder of the company.
. | certify ihat the information in this cover sheet and the attached sections of this form are trus and complete.
Name
[ DUNCAN RAMSAY ]
Capacity
Diractor
Company secretary

sgniye
LK\ S cvia 4 ong
Date signed - }
(3 e el 0]
(O 3] [ M I Y]

Lodgement Send completed and signed forms to! For hetp or more informatlon
Australian Secusities and Investments Commission, Telephone 03 5177 3988
PO Bax 4000, Gippsiand Mail Centre VIC 3841. Emal  info.enquiries@asic gov.au

Web . asic gov.au
Or lodge Lha form electronically by visiting he ASIC website
WWw.asic.qov.au

ASIC Form 484 26 February 2004 Cover page




C2 Issue of shares
List desails of new share issues in the following table,

Share classcode  Number of shares issued Amoun! patd per share Amount unpaid per share
ORD 12,701,800 $ 9.04 HIL
ORD 130,343 $11.08 HIL
[+1:3+) 284,490 $30.87 NIL
ORD 2,458,072 $30.90 NIL
ORD 331,501 $ 0.00 RIL
Earfiest date of change

Pleasa indicate the earfiest date that any of the above changes occurred
el
© 0 MM 14
if shares werg issued for other than cash, were some or all of the shares issued under a written contract?

D Yes ‘ t

if yes, proprietary companies must also lodge a Form 2072 certifying that 2l stamp duties have been paid. Public companies must aiso lodgs a Form 2072
and either a Form 208 or a copy of Iha contract,

No
if no, proprietary companies are not required 1o provide any further documents with this form, Public companies must also lodge a Form 208.

C3 Change to share structure

Where a change to the share structure table has occumed (eg. as a result of the issue or cancellation of shares), please show the updated details for the share
classes aflecled. Deiails of share dasses not affected by the change are not required here.

Share Fulltitle il not standard Total number of Total amount Totat amount
class code shares (cument paid on these shares unpaid on these
after changes) shares
ORD 862,137,971 | $4,664,231,129,85 [ N/A
Earfiest date of change

Pieass indicate \he eariiest date that any of the above changes octurred

P o M M ¥ v
C A/ ™ E

Lodgement details Is this document being lodged to updata the Annual Company Statement that was sent to you?

[] ves
@No

ASKC Form 484 26 February 2004 Section C Page 3ol 3




Australian Securities &

Investments Commission

Electronic Lodgement

Document No. 1E3104509

Lodgement datefume: 17-04-2007 09:36:04
Rafarence |d: 74840080 Trace No.: 17120070416051012

Form 484
Corporations Act 2001

Change to company details

Company details

Company name

QBE INSURANCE GROUP LIMITED
Australian Company Number {ACN)

008 485 014

Lodgement details

Who should ASIC contact if there is a query about this form?

Name

QBE INSURANCE GROUP LIMITED
ASIC registered agent number (if applicable}
17210

Signature

This form must be signed by a current officeholder of the company.

| certify that the information in this form is true and complete
Name

DUNCAN ALEXANDER MILSON RAMSAY
Capacity

SEC

Signature

Date signed
16-04-2007

ASIC Form 484 Ref 74340060 17204/2007

Page 1 of 2




Form 484 - Change to company details
QBE INSURANCE GROUP LIMITED ACN 008485014

B1 Cease company officeholder

Officer Officeholder cessation Details
This section shows the cessation of a BQE.L&)
company officeholder Director - Cessation Date: 04-04-2007
The name of the ceased officeholder is:
Given names NICHOLAS FRANK HUGO
Family name GREINER
Birth Details

Date of Birth 27-04-1947
Cityttown of Bith BUDAPEST
Country of Bith HUNGARY

|
|
|
ASIC Form 484 Ref 74540060 17/04/2007 Page 2 of 2



AUSTRALIAN SECURITIES
Australian Securities & lmﬁ"’“’"“‘mﬂ COMMISSION

Investments Commission

il

I 023
Form 484

Corporations Act 2001
Change to company details PC
Sactlons A, B or C may be lodged Indepandently with this signed cover page to notify ASIC of:
A1 Change of address B1 Cease company offcehoider €1 Cancellaton af shares 2 9 MAR 2007
A2 Change ¢f nams - officehaicders or members B2 Appoint campany officeholider €2 Issue of shares
A3 Changa - ulimate hoiding company B3 Spedial purpose company C3 Change 1o share stutture

(A Changes to tha register of members

If thare Is insufficiant space in any saction of the form, you may photocopy the relovant page{s) and submit as part of this lodgement

. Company details Company names

[QBE INSURANCE GROUP LIMITED ]

Rafer to guide for information about ACNIABN rale key
corporate key [ 28 008 465 Ol4 J ]

Lodgement details Who should ASIC contact if there is a query about this form?
Nama
[ SHARLENR ASHAUBR, SHAREHQLDER SERVICES ]
ASIC registered agent aumber {if applicable)
[ 17210 |

Telephone number .
[ (02) 9375 4063 ]

Postal address
|po BOX 82 ]

[sYowEY Nsw 2001 ]
Total number of pages including this cover shee!  Please provide an estimate of the tima taken to complete this form.
I l hrs ’ ] mins

Signature

. This form must be signed by a current officeholdar of the company.

I certify thai the information in this cover sheet and the attached sections of this form are Lue and complate.

Nameg
! DUNCAN RAMSAY ]

Capacity

Director

Companvsecre!arv

Signage

(Il c deny

Date sig}'ed

R DN
0| M L] fY Y]

0]

Lodgement Send completed and signed forms to: For help or more Information
Australian Securities and Investments Commission, Telephone 03 5177 3988
PO Box 4000, Gippstand Mail Cenire VIC 3841, Email info.enquiries@asic. qov.au

Web WWW, SSIC GOV aU
Or lodge the form electronically by visiting the ASIC websila

WWW. 3Sic.qov. 2y

ASIC Form 434 26 February 2004 Cover page




C? Issue of shares
List details of new share issuss in the following table,

Sharaclasscode  Number of shares issued Amount paid per share Amount unpaid per share
ORD 730,000 $ 7.27 NIL
ORD 44,019 $11.08 FIL
ORD 11,824,110 $30.90 NIL
ORD 22,791 614.85 NIl
ORD 8,267 $20.44 NIL
ORD 13,433 § 0.00 NIL
Earliest date of change

Please indicate the garliest date that any of the above changes occurred
e/ Bj/
D 1] (M M Y Y]
If shares wers issued for other than cash, were some or all of the shares issued under a written contract?

DY&:

v .
if yes, proprietary companies must also dodge a Form 207Z certifying that all stamp duties have been paid. Public companies must aiso lodge a Form 2072
and either a Form 208 or a copy of the contract.

DHO

if no, proprietary companies are nof required to provite any further documents with this form. Public companigs muyst also lodge a Form 208.

C3 Change to share structure

Where a changs to the share structure table has occumed (eg. as a resull of the issue or cancellation of shares), please show the updated details for the share
classes affected. Details of shara dasses not affecied by the change are nol required here.

Share Full title  not standard Total number of Total amount Total amount
class code shares {current paid on these shares unpaid on these
after changes) shares
ORD 846,231,465 | 64,463,226,026.31 | /A
Earllest dzte of changs
Please indicate the earfiest date that any of the above changes occurred

o 0 ™

Moo
/)]

Lodgement details Is this decument being lodged to update the Annual Company Statement that was sent to you?

DYes
X o

ASIC Form 484 26 Februaty 2004 Section C Page3of 3




Australian Securities &
Investments Commission

Change to company details

Secticns A, B or ¢ may be lodged independentty with this slgned cover page to notlly ASIC of:

A1 Change of address B1 Cease company oficeholder
A2 Change of name - oficeholders or members B2 Agpoint company officeholder
A3 Change - ultimate holding company B3 Special purpose company

——

AU!TRALMN SECUIUTIas

ﬂbﬁﬂﬂlﬂllﬁﬂﬁﬂlﬂﬂﬂﬂlﬁllﬁlﬂﬁﬂﬂ

L 02368
Form a4p4
Corporations Act 2001

C1 Canceflation of shares

C2 Issun of shares

C3 Change 10 share structure

C4 Changes 1o the regisier of members

If there is insufficient spaca in any saction of the form, you may photocopy the ratevant paga(s) and submit a3 part of this lodgement

Company details Company name

[ﬁz INSURARCE GROUP LIMITED

Reler 10 guide for information aboul ACN/ABN

& ke

corporate key

|28 008 485 014

Lodgement details

Name

Who should ASIC contact if there is a query about this form?

I SHARLENE ASHAUER, SHAREHOLDER SERVICES J

ASIC registered agent number (if applicable)

| 17210

Telephona number

r(ozb 9375 4063

Postal address

| PO BOX 82

| SYDNEY NSW 2001

L_E_

Totat number of pages Including this cover sheet

Pleasa pravide an estimata of tha time Laken 1o completa this form.

| bes [ | mins

Signature
This form must be signed by a cument officeholder of the campany.

| certify thal he information in this cover sheet and the attached sections of this form are true and complete.

Name

| DUMCAN RAMSAY

Capacity
Director
g Company secratary

si{iyture |

UL ot sn ey

Date sagned ” [__LL]
ENL E] ]/ [e]
0 1] M
Lodgement Sand completed and signed forms lo: For help or more information
Australian Securities and Investments Commission, Telephone 03 5177 3988
PO Box 4000, Gippstand Mail Centre VIC 3841, Email  |nfo.enquirips@asic gov.au
Web WWW.3SIC.q0V.
Or lodge the form electronically by visiting the ASIC websita
WWW.8SiC.qov.aU
ASIC Form 484 26 Febryary 2004 Cover page




—

C2 Issue of shares
List details of new share issues in the following table.

Share classcode  Number of shares issued Amount paid per share Amount unpaid per share
ORD 195,537 § 8.04 NIL
ORD 2,168,517 §11.09 NIL
ORD 20,000 §14.81 - FIL
ORD 12,500,000 $32.50 NIL
ORD 213 § 0.00 FIL
Earliest date of change

Please mdlcate the earliest dale that anf of the above changes occurred

E / E
o iY
if shares were issued for olher than cash, were somae or all of the shares issued under a written contract?

DY“ (4 )

if ves, proprietary companies must aso lodge a Form 207Z cerlifying that afl stamp duties have been paid. Public companies must also fodge a Form 2072
and either a Form 208 or a capy of the contract.

DNO

if no, proprietary companies are not required {o provide any furiher documents with this form. Public comparies must 2150 lodge a Form 208.

C3 Change to share structure

Where a change to the share structure table has occurred (eg. as a result of the issue or canceltation of shares), please show the updated details for the share
classes affected. Detafls of share classes not affected by the change are not required here.

Share Full tifle if not standard Total number of Total amount Total amount
class code shares {current paid on these shares unpaid on these
gtter changes) shares
ORD 633,589,837 | 54,091,558,525.76 | N/A
Eartiest date of change

Please indicale the earliest date that any of the ahove changes occurred
© 0 M M

KNSR LN EflIlEI

Lodgement details Is this document being lodged to update the Annual Company Statement that was sent to you?

DYes
No

ASIC Form 484 26 February 2004 Section C Page 301§




Australian Securities &

Investments Commission

[82-3506€

Electronic Lodgement

Document No. 1E2868649

Lodgement datefume: 30-01-2007 10.51:43
Raforence Id: 74602675 Trace No_: 22320070130085521

Form 484
Corporations Act 2001

Change to company details

Company details

Company name

QBE INSURANCE GROUP LIMITED
Australian Company Number (ACN)

008 485 014

Lodgement details

Who should ASIC contact if there is a query about this form?

Name

QBE INSURANCE GROUP LIMITED
ASIC registered agent number (if applicable)
17210

Signature

This form must be signed by a current officeholder of the company.

| certify that the information in this form is true and complete
Name

DUNCAN ALEXANDER MILSON RAMSAY
Capacity

SEC

Signature

Date signed

30-01-2007

ASIC Form 484 Rei 74802675 30/01/2007

Page 1of 2



Form 484 - Change to company details

QBE INSURANCE GROUP LIMITED ACN 008485014

A1 Change of address

Company officeholder’s residential address
fiiceholder details

Given names FRANCIS MICHAEL
Family name O'HALLORAN
Birth Details

Date of Birth 2(-05-1946
Cityftown of Bith COROWA
State {if born in Australia) NSW

Country of Birth Australia

Address
1/13 ST GEORGES CRESCENT
DRUMMOYNE NSW
2047
Australia
Effective Dale 22-01-2007

ASIC Form 484 Ref 74602675 30/01/2007

Page 2 of 2




Schedule C

up to June 30, 2007

for the Securities and Exchange Commission
List of Information distributed to security

holders of QBE Insurance Group Limited

[ ORDINARY STOCKHOLDERS 1
[ Date Item Description H
1. 3/02/07 2007 AGM notice of meeting and proxy form
2. 3/02/07 2006 annual report
3. 4/02/07

2007 final dividend notice

(Qntndal

SEC June 30, 07SchedC



FILE DNOL

QBE INSURANCE GROUP LIMITED 82-35066|

ABN: 28008485014 i

=
' DIVIDEND STATEMENT

SRN/HIN: k7600
Payment date: 02 April 2007
UNITED STATES OF AMERICA Record date: 14 March 2007
USA
Security description Dividend Participating Unfranked Franked Total Franking
Rate per shares amount amount  amount credit
share
DIV AND BONUS SHARE 0.55 625 $0.00 $206.25 $343.75 $88.39
EMPL. LOAN SHARES 0.55 2,500 $0.00 $825.00 $1,375.00 $353.57
Less: withholding tax: $0.00
Net amount: $1,718.75
Represented by:
Cheque amount: $1,031.25
Loan repayment amount: $687.50
CHEQUE

The amount of $1,031.25 was paid by chegque number 180929 (not presented)

The franked portion of this dividend is 33 cents. The franking percentage of this dividend Is 60% franked at the company
tax rate of 30%.

Please retain this statement for taxation purposes as a charge may be levied for replacement.

https://www linkmarketservices.com.au/shareholders/secure/iwsPaymentAdvice.asp?...  29/06/2007




'@ | ABN 28 008 485 014

QBE

APPOINTMENT OF PROXY

| Ehen

If you would like o attend and vote at the Annual General Meeting, please
bring this form with you. This will assist in registering your attendance.

I/We being a member(s) of QBE Insurance Group Limited and entitled 1o attend and vote hereby appoint

the Chairman
u of the Meeting
{mark box)

OR if you are NOT appointing the Chairman of the
Meeting as your proxy, please write the name of the
person or body corporate (excluding the registered
securityhbiolder) you are appointing as your proxy

o N_lu\m LTI VILES LNy
b Toydney, NSW, 2000

Locked Bag A14, Sydney South, NSW, 1235

Telephone: (02) 8280 7158

From outside Australia: +61 2 8280 7158
Facsimile: (02) 9287 0309

ASX Code: QBE

Email: registrars@linkmarketservices.com.au

Website: www.linkmarketservices.com.au

You can also lodge your vote on-line
at www.linkmarketservices.com.au

or failing the person/body corporate named, or if no person/body corporate is named, the Chairman of the Meeting, as myfour proxy to act generally at
the meeting on my/our behalf and to vote in accordance with the following instructions (ar if no directions have been given, as the proxy sees fit) at the
Annual General Meeting of the Company to be held at 11:00am on Wednesday, 4 April 2007 and at any adjournment of that meeting.

Proxies will only be valid and accepted by the Company if they are signed and received no later than 48 hours before the meeting. The Chairman of the
Meeting intends to vote undirected proxies in favour of all items of business.

IMPORTANT: FOR RESOLUTIONS 3 AND 4 BELOW
Ifthe Chairman of the Meeting is appointed as your proxy, or may be appeinted by default and you do not wish 1o direct your proxy
B how to vole in respect of Resolutions 3 and 4 below, please place a mark in this box. By marking this box, you acknowledge thal

the Chairman of the Meeling may exercise your proxy even though he/she has an interest in the outcome of these Resolutions
and that votes cast by him/her for these Resolutions, other than as proxy holder, would be disregarded because of that interest.

If you do not mark this box, and you have not directed your proxy how to vote, the Chairman of the Meeting will not cast your votes
on Resolutions 3 and 4 and your votes will not be counted in calculating the required majority if a pall is called on these

Resolutions.

The Chairman of the Meeting intends to vote undirected proxies in favaur of Resolutions 3 and 4.

To direct your proxy how to vote on any resolution, please insert in the appropriate box below,

For

Against  Abstain* .
Resolution 5

Resolution 2
Adoplion of the remuneration 1eport

director

Resolution 3
Increase in maximum aggregate fees
payable tc non-executive directors

Resolution 6

Resolution 4
Approval of the grant of conditional rights and

options under the Deferred Compensation
Plan to the Chief Executive Officer

Re-efection of Mr L F Bleasel AM as a

Etection of Mr D M Boyle as a director

For  Against Abstain®

* If you mark the Abstain box for a particular Resolution, you are directing your proxy not to vote on your behalf on a show of hands or on a poll and your votes will not be

counted in computing the required majorily on a pofl.

D] SIGNATURE OF SECURITYHOLDERS — THIS MUST BE COMPLETED

Securityholder 1 {Individual)

Joint Securityholder 2 (Individual)

Joint Securityholder 3 (Individual)

Sole Director and Sole Company Secretary

This farm should be signed by the securityholder. If a joint holding, either securityholder may sign. If signed by the securityholder's attorney, the power of attorney must have
been previously noted by the registry or a certified copy attached to this form. If executed by a company, the form must be executed in accordance with the securityhalder's

conslitution,

Link Market Services Limited advises that Chapter 2C of the Corporations Act 2001 requires information about you as a securityhoider (including your name, address and
details of the securities you hold) to be included in the public register of the entity in which you hold securities. Informatian is collected to administer your securityholding and
if some or all of the information is not collected then it might not be possible to administer your securityholding. Your persanal information may be disclosed to the entity in
which you hotd securities. You can obtain access to your personal information by contacting us at the address or tetephone number shown an this form. Our privacy policy is

Director/Company Secretary {Delete one)

available on our website (www.linkmarketservices.com.au).

N OO TR AR AU

QBE PRX642




QBE Insurance Group

Instructions for completion of proxy form

INSTRUCTIONS FOR COMPLETION OF PROXY

Your vote is important. If you do not plan fo attend the Meeting,
you are encouraged to appoint a person to attend and vote on your
behalf as your proxy. Do this by completing and returning the proxy
form. A proxy need not be a shareholder.

Corporate sharehalders, please note: a person intending to vote
shares held in the name of 2 company MUST bring an authority
from the company signed by the company in favour of the person
attending.

Appointment of a second proxy (optional). If you wish to appoint
two proxies, an additional proxy farm will be supplied by the share
registry on request. If you appoint two proxies, please state the
proportion of your volting rights given to the proxy appointed on

this form. If no proportion is specified, each proxy will be entitled to
exercise half of your voling rights. Please return both proxy forms
together,

To complete the proxy form, please follow these steps:
1. Proxy's name {print in fulf)

Print the full name of the person/body corporate you wish to
appoint as your proxy in the box provided. Please do not put your
own name here as shareholders cannot appoint themselves.

If you do not complete the box, the Chairman of the Meeting will
be considered to be your proxy.

You can vote your shares by proxy even if you plan to attend the
Meeting.

2. Directions to proxy {optional)

You may, if you cheose. direct your proxy how to vote on
particular items. Do this by marking the For, Against or Abstain
box.

If a mark is placed in a box, your total shareholding will be voted
in that way unless you appoint a second proxy (see above).

A direction to abstain will be treated as a direction that your proxy
rot vole on a particular item and your shareholding will not be
counted in determining whether the required majority is reached
on a poll.

3. Signature
The proxy form must be signed by the sharehoider.
® for joint shareholdings, either holder may sign.

® f signed by an altorney, please send a certified copy of the
power of attorney to the Company’s share registry, Link
Market Services Limited for noting, unless already noted. If
signed under a power of attorney, the attorney hereby states
that no notice of revocation of the power has been received,

4, Send the completed form {and relevant authorities) to Link

Market Services Limited so that it is received no later than
11:00am Sydney time on Monday, 2 April 2007.

To do this, you may:
® use the enclosed reply paid envelope; or
® faxto +612 9287 0309; or

® mail to Locked Bag A14, Sydney South NSW 1235 Australia;
or

® deliver in person to Level 12, 680 George Street, Sydney
Australia; or

® lodge online at Link's website
(www.linkmarketservices.com.au) in accordance with the
instructions given there (you will be taken to have signed
your proxy form if you lodge it in accordance with the
instructions given on the website). You will need your Holder
Identification Number (HIN) or Securityholder Reference
Number {(SRN), which can be found on the reverse of this
form in the top right hand corner.

If you require further information on how to complete the
proxy form, tetephone Link Market Services Limited on
+61 2 8280 7158.

QBE INSURANCE GROUP LIMITED

ABN 28 008 485 014

B2 PITT STREET
SYDNEY NSW 2000 AUSTRALIA

PHONE +61 2 9375 4444
www.gbe.com
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NOTICE OF ANNUAL GENERAL MEETING
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QBE INSURANCE GROUP

Dear Shareholder,

On behalf of the Board of Directors, | have pleasure in enclosing the Notice of Meeting for the Annual
General Meeting to be held at The Westin Sydney, 1 Martin Place, Sydney on Wednesday, 4 April 2007
from 11:00 am.

if you are able to attend, would you please bring the proxy form with you as the bar coding on this
form will enable shareholders to be easily registered. Registration will be available from 10:00 am.

if you are unable to attend, | encourage you to vote either by using the attached proxy form or lodging
your vote online at www.linkmarketservices.com.au.

A person intending to vote on shares held in the name of the company must bring an authority from
the company, signed by the company in favour of the person attending.

| look forward to seeing you at the meeting.

Yours sincerely

John Cloney
Chairman




AGENDA

1. To receive and consider the financial reports and the reports of the directors and of the auditors of the Company for the yea-
ended 31 December 2006.

2. To adopt the remuneration report
To consider and, if thought fit, pass the following resolution as an ordinary resolution:
That the remuneration report of the Company for the financial year ended 31 December 2006 be adopted.

Note: In accordance with section 250R of the Corporations Act, the vote on this resolution 2 will be advisory only and will not
bind the directors or the Company.

3. To increase the maximum aggregate fees payable to non-executive directors
Te consider, and if thought fit, pass the following resolution as an ordinary resolution:
That approval be given for the purpose of ASX Listing Rule 10.17 and for all other purposes to increase the maximum
aggregate fees payable to all non-executive directors by $500,000 from $2.2 million to $2.7 million per financial year with
effect from 1 January 2007.

4. To approve the grant of conditional rights and options over the Company’s ordinary shares under the 2006 Deferred

Compensation Plan to the Chief Executive Officer

To consider, and if thought fit, pass the following resolution as an ordinary resolution:
That approval be given for the purposes of ASX Listing Rute 10.14 and for all other purposes to the grant to the Chief
Executive Officer, Mr FM O’Halloran of conditional rights over a maximum of 30,000 ordinary shares in the Company
and options to subscribe for a maximum of 80,000 unissued ordinary shares of the Company and either the allotment or
transfer of ordinary shares in the Company on satisfaction of and subject to the conditions attached to the conditional
rights and on valid exercise of the options under the Company’s 2006 Deferred Compensation Plan.

5. To re-elect a director
To consider, and if thought fit, pass the following resolution as an ordinary resolution:
That Mr LF Bleasel AM, who retires by rotation in accordance with clause 76 of the Company’s constituiion, be re-electec
as a director of the Company.

6. To elect a director
To consider and, if thought fit, pass the following resolution as an ordinary resolution:
That Mr DM Boyle, who was appointed in accordance with clause 74{b) of the Company’s ¢onstitution, be elected as a
director of the Company.

By order of the Board

D ﬂoum “\y

Duncan Ramsay
Company Secretary
Sydney, 23 February 2007

DETERMINATION OF ENTITLEMENT TO ATTEND AND VOTE

For the purposes of the meeting, shares will be taken to be held by the persons who are registered as members as at 7.00pm
Sydney time on Monday 2 April 2007. This means that if you are not the registered member at that time, you will not be entitled
to vote in respect of that share.

If you wish to appoint a proxy, the Company requests that shareholders send the completed proxy form {and any proxy
appointment authority) to its share registry, Link Market Services Limited, so that it is received no later than 11.00am Sydney time
on Monday 2 April 2007,

To do this, you may:

use the enclosed reply paid envelope;

fax to (61 2) 8287 0309;

mail to Locked Bag A14, Sydney South NSW 1235 Australia;
deliver in person to Level 12, 680 George Street, Sydney; or

lodge online at Link Market Services’ website, www.linkmarketservices.com.au. To use this facility, you will need your holder
identification number (HIN) or security holder reference number {SRN).

aobhwn =
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NOTES ON APPOINTMENT OF PROXY

In accordance with Sections 24901 and 249X of the Corporations Act, shareholders are notified that:

(i} amember who is entitled to attend and cast a vote at the meeting may appoint a proxy to attend and vote for the member:

{i) the appointment may specify the proportion or number of votes that the proxy may exercise;

{iii} @ member who is entitled to cast two or more votes at the meeting. may appoint two proxies and may specify the proportion
or number of votes each proxy is entitled to exercise. If you appoint two proxies and the appointment does not specify the
proportion or number of votes each proxy may exercise, each proxy may exercise half of the votes; and

{iv) a proxy may be an individual or a body corporate and need not be a member.

A proxy is not revoked by the member attending and taking part in the meeting unless the member actually votes at the mesting

on the resolution for which the proxy is proposed to be used. Subject to the foregoing sentence, a proxy may vote as the proxy

thinks fit on any motion or resolution in respect of which no manner of voting is indicated in the instrument of appeintment. The

Chairman intends to vote all valid undirected proxies which he receives in favour of each resolution.

Shareholders who appoint a proxy shouid consider how they wish to direct the proxy to votse, that is, whether the shareholder
wishes the proxy to vote “for” or "against”, or abstain from voting. on each resolution, or whether to leave the decision to the
appointed proxy after discussion at the meeting,

if you do not send your proxy form to Link Market Services Limited, please bring it with you if you attend the Annual General
Meeting as it will assist in identifying you on entry or in vating.

VOTING

Every resolution arising at the Annual General Meeting will be decided in the first instance by a show of hands. A poll may be
demanded in accordance with the Company's constitution.

On a show of hands, every shareholder who is present in person or by proxy, or by representative or by attorney, will have one
vote. Upon a poll, every shareholder who is present in person or by proxy, or by representative or by attorney, will have one vote
for gach share held by that person. The proxy has the same rights as the member to speak at the meeting, to vote (but only to
the extent allowed by the appointment} and join in a demand for a poll. Where @ member appoints two proxies, then neither
proxy shail have the right to vote on a show of hands.

Where more than one joint holder votes, the vote of the holder whose name appears first in the register of members shall be
accepted to the exclusion of the others whether the vote is given in person or by proxy, or by representative or by attorney.

EXPLANATORY NOTES

RESOLUTION 2 — Adoption of the remuneration report

The Company’s remuneration report for the financial year ended 31 December 2006 is set cut on pages 57 to 67 of the
Company's 2006 Annual Report {Remuneration Report).

Section 250R of the Corporations Act requires the Company to put a resolution to the Annual General Meeting for adoption of
the remuneration report. In accordance with that section, the vote on the resclution will be advisory only and will not bind the
directors or the Company.

During this itern of business, members will be given a reasonable opportunity to ask questions, and make comments, about the
Remuneration Report.

The Board recommends that shareholders vote in favour of this resolution.

RESOLUTION 3 - Increase in maximum aggregate fees payable to non-executive directors

The proposed increase in the maximum annual aggregate fees payable o all non-executive directors (Maximum Fees) is to
provide a margin for the future, allow for the increasing demands on non-executive directors and recognise the growth of the
QBE Group (especially outside Australia).

In line with increasing demands under the law, by regulators and through community expectations, the responsibilities and time
commitment of non-executive directors have grown considerably in recent years and are expected to continue to grow.

As at 31 December 2006, the Group's operations in 43 countries outside Australia represented 76% of the Group's gross written
premium. Subject to regulatory approvals, the recent acquisitions in the US are expected to increase annualised Group premium
income by over 30% to close to $15 billion, with Australia being reduced to less than 20% of Group premium income.




In accordance with the Company's constitution, the allocation of fees to non-executive directors within the total pool is a matter
for the Board.

Non-executive director remuneration reflects the Company’s desire to attract, motivate and retain high gquality directors and to
ensure their active panticipation in the Company’s affairs for the purposes of corporate governance, regulatory compliance and
other matters, The Board aims to provide a tevel of remuneration for non-executive direciors comparable with its peers, which
include multi-national financial institutions. The Board considers surveys published by independent remuneration consultants and
other public information so that remuneration levels are appropriate.

The current Maximum Fees of $2.2 million was approved at the 2004 AGM. It is proposed that the Maximum Fees be increased
to $2.7 million.

The current Maximum Fees do not allow the Board the flexibility to approve reasonable fee increases after considering market
data over the foreseeable future. This is because at their current level, the aggregate non-executive director fees are close to the
current Maximum Fees.

The proposed increase will provide the Company with the flexibility to ensure that an experienced board of appropriate size
continues to supervise the Company effectively.

In 2006, non-executive directors received fees and superannuation of $2,019,243.

The Company’s constitution permits payment of retirement allowances to directors who were non-executive directors at

31 December 2003 and provides such allowances de not count towards the Maximum Fees. Retirement allowances payable
to those directors are limited 1o the amount payable on 31 December 2003 increased annually at the average five year
Australian government bond rate. As at 31 December 2008, the total accrual for retirement allowances was $1,415,696.

Shareholders should note that if the proposed Maximum Fees are approved, they are not the full sum paid to non-executive
directors each financial year.

More details on non-executive director remuneration are set out in the Remuneration Report.
The Company will disregard any votes cast on resolution 3 by directors and their associates.
The directors and their asscciates do not intend to vote on this resclution,

However, the Company need not disregard a vote if:

1. itis cast by a person as proxy for a person who is entitled to vote, in accordance with the directions on the proxy form; or
2. itis cast by the person chairing the meeting as proxy for a person who is entitted to vote, in accordance with a direction on
the proxy form to vote as the proxy decides.

The directors do not make a recommendation on this resolution as it affects the interests of the directors.

RESOLUTION 4 - Approval of the grant of conditional rights and options over the Company’s ordinary shares
under the Deferred Compensation Plan to the Chief Executive Officer

The Board {with Mr FM O'Halloran not present) reviews Mr O'Halleran’s remuneration package annually.

The Board has determined (with Mr O'Halloran not preseni) that Mr Q'Halloran be granted a short-term profit share incentive in cas?
for 2006 and, subject to shareholder approval, deferred compensation in equity in the form of conditional rights and options under
the Company’s 2006 Deferred Compensation Plan {DCP}, formerly known as the Long Term Incentive Scheme. Mr O'Halloran's
short-term incentive and proposed deferred compensation follow the achievement of the performance hurdle in the table below. The
hurdle was a range of return on equity {ROE) targets for the 2006 financial year on the Company’s management basis of accounting
(which spreads the realised and unrealised gains on equities and investment properties evenly over seven years):

SHORT-TERM
INCENTIVE AS % OF
TARGET TOTAL REMUNERATION COST PROPOSED DEFERRED
ROE [TRC} COMPENSATION AS % OF TRC
Minimum 14 15 10
Maximum 21 i34 89
Achieved 29 134 89

Over the period from 2002 to 2006:

« the Company's net profit after income tax has increased by an average of 52% per annum:
* dividends per share have increased by an average 28% per annum; and
* the share price has increased from $8.15 to $28.85, an average of 37% per annum.

QBE INSURANCE GROUP NOTICE OF ANNUAL GENERAL MEETING



Having exceeded the maximum performance hurdle, the Board has determined that Mr O'Halloran should, subject to shareholder
approval, be granted deferred compensation through the granting on 4 April 2007 (the Grant Date) of conditional rights over

a maximum of 30,000 ordinary shares in the Company and options to subscribe for a maximum of 80,000 unissued shares in the
Company under the DCP

Like other participants, the share price at which the number of ordinary shares over which the conditional rights are proposed to be
granted and the price payable on exercise of the options will be the greater of:

{a} the weighted average price of the Company’s ordinary shares traded on the Australian Securities Exchange {ASX) during the
five trading days from 23 February 2007 {being the announcement date of the Company’s 2006 results 1o the ASX); and

{b} $28.00 (the Grant Price). On 22 February 2007, the closing share price was $32.03.
Accordingly, it is proposed, subject to shareholder approval, that Mr O'Halloran be granted under the DCP:

(a} conditional rights to that number of ordinary shares at no cost equal to 80% of two thirds of his short-term incentive of
$2.088.363 divided by the Grant Price; and

{b) options to subscribe for that number of ordinary shares at market value equal to 40% of two thirds of his short-term incentive
divided by the Grant Price multiplied by 3.

Applying an indicative share price of $32.03, the initial value of the maximum number of conditional rights of 26,081 under this

formula is $835,387.

The conditional rights and options over the Company’s ordinary shares will be granted shortly after shareholder approval.

On satisfaction of and subject to the conditions attached to the conditional rights, the Company will issue or transfer the
relevant number of ordinary shares to Mr O'Halloran at no cost on the third anniversary of the Grant Date. On satisfaction of
the conditions attached to the options, the options are exercisable at the Grant Price on the fifth anniversary of the Grant Date
or within 12 months of that anniversary.

Consistent with the DCP terms for other participants:

{a) at the time of issue or transfer of the shares under the conditional rights, further shares will be issued or transferred to

Mr O'Halloran to reflect any dividends paid on the Company's ordinary shares since the date of grant of the conditional rights
as if those shares and any dividends had been subject to the Company's dividend election plan. No moneys are payable by
Mr ('Halloran on the issue or transfer of shares under the conditional rights; and

the shares under the conditional rights will be issued or transferred and the options will be exercisable if Mr G'Halloran
remains in the Company’s service throughout the period of three years ({in the case of the conditional rights} and five years
{in the case of the options) from the Grant Date and is not under notice or subject 1o disciplinary proceedings on the date of
issue, transfer or exercise. The DCP terms provide an exception to this continuous service condition for leaving service due
to redundancy, retirement through ill health or age {after 55 years with a minimum of 10 years' service) or death while not
under notice or disciplinary proceedings. If such exception applies, the shares will be issued or transferred on leaving service
and the options will be exercisable within 12 months of leaving service. Accordingly, the conditional rights or options will be
available in three and five years respectively or on Mr O'Halloran's retirement, whichever is eatlier.

(b

There are no other directors and no other associates of directors who are presently entitled to participate in the DCP No other
directors or other associates of directors have received either shares or options or conditional rights under the DCF Details of any
securities issued under the DCP will be published in each annual report of the Company relating to a period in which the securities
have been issued and that approval for the issue of securities was obtained under ASX Listing Rule 10.14. Any additional persons
who fall within ASX Listing Rule 10,14 who become entitled to participate in the DCP after this resolution is approved and who are
not named in this notice of meeting will not participate until approval is obtained under ASX Listing Rule 10,14,

Like other DCP participants, Mr O'Halloran will be able to use a personal recourse loan under the Company's Employee Share and
Option Plan (ESOP} to fund the payment of the Grant Price of the options granted under the DCR ESQP loans are interest free
and secured by mortgage over the shares. They are usually repayable an termination of employment or breach of loan conditions.

Mr O'Halloran's current ESOP loan balance is approximately 16% of the present market value of all his QBE shares held
as security.

As the shares issued or transferred pursuant to the conditional rights granted under the DCP will be issued or transferred without
payment being made by Mr O'Halloran, no lean is necessary for these shares.

The full terms and conditions of the DCP for Mr O'Halloran and the terms and conditions of ESOP ioans made to employees
(including Mr O'Halloran) are contained in a DCP guide and ESOP explanatory handbook which are available for inspection by
shareholders at the Company’s shareholder services department in Sydney. A copy of the DCP guide and ESOP handbook will be
sent to any shareholder free of charge upon request.




VOTING

The Company will disregard any votes cast on Resolution 4 by directors and their associates except those who are ineligible 1o
participate in any employee incentive scheme of the Company, including the DCP Mr O'Halloran and his associates do not intend
to vote on this resolution,

However, the Company need not disregard a vote if:

1. itis cast by a person as proxy for a person who is entitled to vote, in accordance with the directions on the proxy {orm; or
2. itis cast by the person chairing the meeting as proxy for a person who is entitled to vote, in accordance with a direction on
the proxy form to vote as the proxy decides.

The Board (excluding Mr O'Halloran who has a personal interest) recommends that shareholders vote in favour of this resolution.
None of the directors {excluding Mr O’Halloran who has a personal interest) have any interest in the outcome of the proposed
resolution except to secure the services of Mr O’Halloran on a continuing basis.

RESOLUTION 5 — Re-election of Mr LF Bleasel AM

Mr Bleasel is based in Sydney and was appointed an independent non-executive director of the Company in January 2001.

He is chairman of the remuneration committee and a member of the audit committee. Mr Bleasel joined the Australian Gas

Light Company in 1958 and was managing director and chief executive officer from May 1990 until March 2001, He is a former
chairman of Foodland Associated Limited and a former director of St George Bank Limited. Mr Bleasel is currently chairman of
ABN AMRQ Australia Holdings Pty Limited and of the Zoological Parks Board of NSW. In addition, he is a member of the advisory
boards for several charities.

He is B4 years of age.

Mr Bleasel is a Fellow of the Australian Institute of Company Directors and a Fellow of the Australian Institute of Management. He
became a member of the Order of Australia in 1998 for service to the Australian gas and energy industries and to the community.

The Board (with Mr Bleasel not voting) recommends that shareholders vote in favour of this resolution.

RESOLUTION 6 - Election of Mr DM Boyie

Mr Duncan Boyle is based in Sydney and was appointed an independent non-executive director of the Company in September 2008.
Under the Company’s constitution, he holds office only until the next annual general meeting, at which he is eligible for election.

He is a member of the audit and remuneration committees.

Mr Boyle has 34 years of work experience in insurance, predominantly with Royal Sun Alliance in Australia, New Zealand and the
UK. in roles such as chief executive and operations director as well as in human resources, sales and underwriting.

He is a past director of the Association of British Insurers and Insurance Council of Australia and has been active on industry
issues in Australia and the UK, including chairing the non-subscription market steering commiitee on contract certainty in the UK.

Mr Bovle has a Bachelor of Arts degree with Honours in Business Studies and is a Feltow of the Chartered Insurance Instituie
in the UK.

He is 5% years of age.

f Mr Boyle is elected, the number of non-executive directors from canclusion of the meeting will be seven, with one executive
director, being the Chief Executive Officer.

The Board (with Mr Boyle not voting) recommends that sharehotders vote in favour of this resolution.
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o up to June 30, 2007
, for the Securities and Exchange Commission
List of Information made or
required to be made public, LT
or filed with the ASX or the ASIC .
by shareholders of QBE Insurance Group

Limited
| ' ' SUBSTANTIAL SHAREHOLDER NOTICES
ltem; Notification of change in substantial shareholding from
existing shareholders
Date Required: Within 2 business days after they became aware of the
information
Entity Requiring Item: ASX & ASIC
| Date [ T item Description
1. 02/12/07 Form 603 — Notice of Initial Substantial Holder
2. 04/12/07 Form 605 ~ Notice of Ceasing to be a Substantial Holder
3. 04727107 Form 603 — Notice of Initial Substantial Holder
4, 05/02/07 Form 605 - Notice of Ceasing to be a Substantial Holder
5. 05/03/07 Form 603 — Notice of Initial Substantial Holder
6. 05/25/07 Form 603 — Notice of {nitial Substantial Holder
7. 05/31/07 Form 604 — Notice of Change of Interests of Substantial
Holder
8. 06/18/07 Form 605 — Notice of Ceasing to be a Substantial Holder
9. 06/25/07 Form 603 - Natice of Initial Substantial Holder

SEC June 30, 075chedD
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Corporations Act 2001
Section 671B

Notice of initial substantial holder

To QBE Insurance Group Limited (QBE)
ACN/ARSN 008 485 014

1. Details of substantial holder

Name Barclays Group lodged by Barclays Global Investors Australia Limited
ABN 33 001 804 566 (Barclays Global Investors Australia Limited)

The holder became a substantial holder on 20 June 2007,
2. Details of voting power
The total number of votes attached to all the voting shares in the company or voting interests in the scheme

that the substantial holder an associate had a relevant interest on the date the substantial holder became a
substantial holder are as follows:

Class of securities Number of securities Person's votes Voting power
Ordinary 43,283,616 43,283,616 5.01%

3. Dotails of relevant interests

The nature of the relevant interest the substantial holder had in the following voting securities on the date the
substantial holder became a substantial hoider are as follows:

Holder of relevant interest Nature of relevant interest Class and number of
securities
Barclays Group Fund Manager — see Annexure A Ordinary 43,283,616

4, Details of present registered holders

The persons registered as holder of the securities referred to in paragraph 3 above are as follows:

Holder of Registered holder of securities Class and number of
relevant interest securities
Barclays Group JP Morgan & other custodians — see Annexure A Ordinary 43,283,616

5. Consideration

The consideration paid for each relevant interest referred to in paragraph 3 above, and acquired in the four
months prior to the day that the substantial holder became a substantial holder is as follows:

Holder of relevant | Date of acquisition Consideration Class and number of
interest Cash/Non-¢ash securities
Barclays Group Past 4 months Avg price $31.34 Ordinary 43,283,616

6. Addresses

The addresses of persons named in this form are as follows:

Name Address
Barclays Global Investors Australia Limited Level 1, 111 Harrington Street, Sydney NSW 2000

Signature

25 June 2007
Company Secretary Date
Barclays Global Investors Australia

Barclays Global Investors Australia Form 603 page 1of2




This is “Annexure A” of 1 page referred to in Form 603 Notice of
initial substantial holder

Relevant interest in QBE Insurance Group Limited (“QBE") held by members of the Barclays Group.

The list of Barclays entities and their respective holdings are as follows:

ASX %

CODE STOCK NAME HOLDING COMPANY

QBE |0OBE Insurance Group Limited 779,520 | 0.09 |Barclays Global Investors Japan Trust & Banking

QBE |QBE Insurance Group Limited 530,677 | 0.06 [Barclays Global Investors Japan Ltd

QBE |QBE Insurance Group Limited | 1,971,780 | 0.23 |Barclays Global Investors Ltd

QBE |QBE Insurance Group Limited 203,314 | 0.02 |Barclays Bank PLC

QBE QBE Insurance Group Limited 97.492 | 0.01 |Barclays Bank PLC

QBE |QBE Insurance Group Limited | 3,664,944 | 0.43 |Barclays Global Investors Ltd

QBE |0OBE Insurance Group Limited 196,831 | 0.02 [Barclays Life Assurance Co Lid

QBE |QBE Insurance Group Limited | 8,834,763 | 1.02 |Barclays Global Investors, N.A.

QBE |QBE Insurance Group Limited | 6,390,204 | 0.74 |Barclays Global Fund Advisors

QBE |QBE Insurance Group Limited | 1,012,614 | 0.12 [Barclays Capital Securities Ltd

QBE |QBE Insurance Group Limited 73,627 | 0.01 |Barclays Global Investors Canada Ltd

QBE |QBE Insurance Group Limited | 19,527,841 | 2.26 |Barclays Global Investors Australia Ltd
43,283,616 | 5.01

The JP Morgan Chase Bank Inc. and various other custedians {Custodians) hold shares in QBE as custodian
and for which the Barclays Group are either:

the responsible entity or trustee of pooled investment products such as registered managed

investment schemes (Funds); or

the investment manager of Portfolios held for a number of institutional investors. The institutional
investors are generally superannuation funds regulated under the Superannuation Industry

Supervision Act 1993.

The holding of shares in QBE was acquired as part of the wide portfolio of Australian shares and units

acquired for the Funds and the Portfolios.

The members of the Barclays Group and the Custodians may hold relevant interests due to the capacity of
these entities to dispose of the shares in QBE.

Each investor in a Fund owns an undivided interest in the Fund's assets, no client directly owns any asset of
the Fund. The unitholding of each Fund varies from time to time as clients enter and withdraw from the Funds.
The various institutionai investors with portfolios delegate the management of the portfolios to the members of
the Barclays Group.

25 June 2007

Company Secretary
Barclays Global Investors Australia

Barclays Global Investors Australia

Date

Form 603 page 2 of 2
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Form 605

Corporations Act 2001
Section 671B

Notice of ceasing to be a substantial holder

To QBE Insurance Group Limited {QBE)
ACN/ARSN 008 485 014
1. Details of substantial holder

Name
ABN

Barclays Group lodged by Barclays Global Investors Australia Limited
33 001 804 566 (Barclays Global Investors Australia Limited)

The holder ceased to be a substantial holder on 13 June 2007

The previous notice was given 1o the company on 27 April 2007
The previous notice was dated 27 April 2007

2. Changes in relevant interests

Particulars of each change in, or change in the nature of, a relevant interests of the substantial holder or an

associate in voting securities of the company or scheme, since the substantial holder was last required to give
a substantial holding notice to the company or scheme are as follows:

Date of Person whose Nature of Consideration Class and number | Person's votes
change | relevant interest change given in relation to of securities affected
changed change affected
13/06/07 | Barclays Group | Reduction in Average price Ordinary (0.11)%
see Annexure A | voting power $31.56 (991,521)

3. Changes in association

The persons who have becomes associates of, ceased to be associates of, or have changed the nature of
their association with, the substantial holder in relation to voting interests in the company or scheme are as
follows:

Name and ACN/ARSN (if applicable) Nature of association

See Annexure A

4. Addresses

The addresses of persons named in this form are as follows:

Address
Level 1, 111 Harrington Street, Sydney NSW 2000

Name
Barclays Global Investors Australia Limited

Signature

18 June 2007
Date

Company Secretary
Barclays Global Investors Australia

Barclays Global Investors Australia Form 605 page 1 of2




This is “Annexure A” of 1 page referred to in Form 605
Notice of ceasing to be a substantial holder

Relevant interest in QBE Insurance Group Limited (“QBE”) held by members of the Barclays Group.
The list of Barclays entities with relevant interest are as follows:

Barclays Global Investors Japan Trust & Banking
Barclays Global Investors Japan Ltd
Barclays Global Investors Ltd

Barclays Bank PLC

Barclays Bank PLC

Barclays Global Investors Ltd

Barclays Life Assurance Co Ltd
Barclays Global Investors, N.A.
Barclays Global Fund Advisors
Barclays Capital Inc

Barclays Capital Securities Lid
Barclays Global Investors Canada Ltd
Barclays Global Investors Australia Ltd

The JP Morgan Chase Bank Inc. and various other custodians (Custodians) hold shares in QBE for which the
members of the Barclays Group are either:

« the responsible entity or trustee of pooled investment products such as registered managed
investment schemes (Funds); or

+ the investment manager of Portfolios held for a number of institutional investors. The institutional
investors are generally superannuation funds regulated under the Superannuation Industry
Supervision Act 1993.

The holding of shares in QBE was acquired as part of the wide portfolio of Australian shares and units
acquired for the Funds and the Portfolios.

The members of the Barclays Group and the Custodians may hold relevant interests due to the capacity of
these entities to dispose of the shares in QBE.

Each investor in a Fund owns an undivided interest in the Fund’s assets, no client directly owns any asset of
the Fund. The unitholding of each Fund varies from time to time as clients enter and withdraw fram the Funds.
The various institutional investors with portfolios delegate the management of the portfolios to the Barclays
Group.

18 June 2007
Company Secretary Date
Barclays Global Investors Australia

Barclays Global Investors Australia Form 605 page 2 of 2
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31 May 2007

The Manager

Company Announcements
ASX Limited

Level 6

Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear Sir/Madam,

re: Austbrokers Holdings Limited -

Notice of change of interests of substantial holder

Please find attached our signed Form 604.

Yours faithfully,

l \. i':;
LU (R 7

Duncan Ramsay

Company Secretary
Direct:  +612 9375 4422

Mobile: +61 (0)408 037 220

Fax: +612 9231 6104

Email:  duncan.ramsay@gbe.com

A Member of the QBE Insurance Group

l QL™ VUV

QBE INSURANCE GROUP LIMITED
- ABN 28008 485014

Head Office
82 Pitt Street
Sydney NSW 2000

AUSTRALIA

Postal Address

+ GPO Box 82
. Sydney NSW 2001
i AUSTRALIA

i Telephone; +61 (2) 9375 4444

} Facsimile: +61 (2) 9231 £104

" DX 10171 Sydney Stock Sxchange



Notice of change of interests of substantial holder

To: Company NamefScheme: Austbrokers Holdings Limited
60 000 000 715

ACMN/ARSN:

1. Details of substantial hoider{1)

Name ‘QBE Insurance Group Limited
ACN/ARSN {if applicable)  : 28 008 485014

There was a change Iin the interests of the substantial

holder on 7 30/05/2007
The previous notice was given to the company on 12/02/2007
The previous notice was dated 12/02/2007

2. Previous and present voting power

D

The total number of votes attached to all the voting shares in the company or voting interests in the
scheme that the substantial holder or an associate (2) had a relevant interest (3) in when last required,
and when now required, to give a substantial holding notice to the company or scheme, are as follows:

Class of securities (4} Previous

notice Present notice
5;’::" s Voting power (5) Parson's votes | Voting power (5)
Ordinary 5,119,201 10.21% | 7.469,201.00 | 14.90%

3. Changes in relevant interests

Particulars of each change in, or change in the nature of, a relevant interest of the substantial rmer
or an associate in voting securities of the company or scheme, since the substantial holder waS™ast
required to give a substantial holding notice to the company or scheme are as follows:

Date of Person whose Nature of change (6) | Consideration Class and Person’s votes
change relevant interest giveninrelation | numberof | affected
changed to changs (7) securities
affected
30 May QBE Insurance ‘Off-Market $12,925,000.00 | 2,350,000
2007 {Australia) Limited purchase’ Ordinary
(ABN 78 003 191 shares
035)

4. Present relevant interests

Particulars of each relevant interest of the substantial holder in voting securities after the change are

as follows:




QBE Insurance Citicorp Nominees | Citicorp Investmentin | Ordinary:
{Australia) Limited Pty Limited Nominees the ordinary 7.469 201
(ABN 78 003 191 (37 000 809 030)} Pty Limited course aof
035) (37 000 809 business

030)

604 page 2/2

| 5. Changes in association

The persons who have become associates (2) of, ceased to be associates of, or have changed the
nature of their association (9) with, the substantial holder in relation to voting interests in the company
or scheme are as follows:

Name and ACN/ARSN (if -

applicable) Nature of association
io variation) {no variation)

6. Addresses

The addresses of persons named in this form are as follows:

Name Address
QBE Insurance {Australia) 82 Pitt Street, Sydney NSW 2000
Limited

(ABN 78 003 191 035)

QBE Insurance Group Limited 82 Pitt Street, Sydney NSW 2000
(ABN 28 008 485 014)
Citigroup Nominees Pty Limited } 120 Collins Street Melbourne Vic 3000
(ABN 37 000 809 030)

Signature

print name: Duncan Ramsay capacity : Secretary

Dty

sign here: date: 31/05/2007

DIRECTIONS

n If there are a number of substantial holders with similar or retated relevant interests (eg. a corporation and its related corporations, or
the manager and trustee of an equity trust), the names could be included in an annexure to the form. If the relevart interests of a group of persons are
essentially similar, they may be referred to throughout the form as a specifically named group if the membership of each group, with the names and
addresses of members is clearly set out in paragraph 6 of the form.

{2} See the definition of “associate” in section 9 of the Corporations Act 2001.

{3} See the definition of "relevant interest” in sections 608 and 671B(7} of the Corporations Act 2001,

{4) The voling shares of a company constitute one class unless divided into separate classes.

(5) The person's votes divided by the total votes in the body corporate or scheme multiplied by 100.

(6) Include details of:

(a) any relevant agreement or other circumstances because of which the change in relevant interest occurred. if subsection 671B(4)

applies, a copy of any document setting out the terms of any relevant agreement, and a statement by the person giving fult and accurate details of any
contract, scheme or arrangement, must accompany this form, together with a written statement certifying this contract, scheme or arrangement; and

{b) any qualification of the power of a person to exercise, contrel the exercise of, or influence the exercise of, the voting powers or
disposal of the securities to which the relevant interest relates (indicating clearly the particular securities to which the qualification applies).




M-
Form 604

Comporations Law
Section 6718

Notice of change of interests of substantial holder

To: Company Name/Scheme QBE Insurance Group Limited

1. Details of substantial holder

Name UBS Nominees Pty Ltd and its related bodies corporate
ABN (if applicable): 32 001 450 522

There was a change in interest of the substantial hoider on: 24 May 2007

The previous notice was dated. 14 June 2006

2. Previous and present voting power

The total number of votes attached to all the voting shares in the company or voting interests in the scheme that the
substantial holder or an associale (2) had a relevant interest (3) in when last required, and when now required, to give a
substantial holding notice to the company or scheme, are as follows:

Class of securitles Previous Notice Present Notice
Person's Votes Voting Power Person's Votes Voting Power
Ordinary & Options 64,790,756 8.06% 60,531,811 7.02%

. 3. Changes in relevant interests

Particulars of each change in, or change in the nature of, a relevant interest of the substantial holder or an associala in voting
securities of the company or scheme, since the substantial holder was last required to give a substantial holding notice {o the
company of scheme are as follows:

Date of Person whose Nature of Consideration Class and Person's
change relevant intarest Change given in relation Numbaer of votes
changed to change securities affected

Plaasa sea Annexure A ang B.

4. Present relavant interests

Panticulars of each relavant interest of the substantial holder in voting securities afier the change are as follows:

Holder of Registered Parson antitled | Nature of relevant interest | Class and Person’s
rajovant interast | holder of to be registered number of votes
gecurities holder securities
DSi International | Various Various Fund Manager with power | 42,700 42,700
Management Inc. | Custodians Custodians to exercise ¢ontro! over Ordi
disposal of the securities rdinary
UBS AG, Zurich | Various Various Fund Manager with power | 2,654,540 2,654,540
Custodians Custodians to exercise control over ordi
disposal of the sacurities nary




UBS Global Asset | Varigus Various Fund Manager with power | 2,129,077 2,129,077
Management Custodians Custodians to exercise control over Ordi
{Switzerland) AG disposal of the securities hary
UBS Fund Various Various Fund Manager with power | 4,215,198 4,215,198
Services Custodians Custodians to exercise control over Ordi
{Luxembourg) SA disposal of the securities inary
UBS Global Asset | Various Variocus Fund Manager with power | 6,495,258 6,495,258
Management Custodians Custodians to exercise control over Ordi
(Americas) Inc. disposal of the securities inary
UBS Global Asset | ANZ Nominees ANZ Neminses Fund Manager with power | 241,023 241,023
Management Ltd Ltd to exercise control over
(Australia) Ltd disposal of the securities Ordinary
UBS Gilobal Agset | Citicorp Nominees | Citicorp Nominees | Fund Manager with power | 567,006 567,006
Management Pty Ltd Pty Ltd to exercise control over
(Australia) Ltd disposal of the securities Ordinary
UBS Giobal Asset § JPMorgan Chase | JPMorgan Chase | Fund Manager with power | 1,860,271 1,880,271
Management Bank Bank to exercise control over
{Australia) Ltd disposal of the securities Ordinary
UBS Global Asset | National National Fund Manager with power | 9,755,879 9,755,879
Management Nominees Ltd Nominees Lid to exercise cantrof over
(Australia) Ltd disposal of the securities Ordinary
UBS Global Asset | RBC Global RBC Global Fund Manager with power | 97,340 97.340
Management Services Auslralla | Services Australia | to exercise control over
{Australia) Lid Nominees Pty Lid | Nominees Pty Ltd | disposal of the securities Ordinary
UBS Global Asset ; State Street Slate Street Fund Manager with power | 1,304,686 1,304,686
Maragement Ausfralia Ltd Australia Limited | to exercise control over
{Australia) Ltd disposal of tha sacurities Ordinary
UBS Global Asset | Various Various Fund Manager with power | 208931 208,931
Management Custodians Custodians to exercis:gcgnt‘:’ol over
{Australia) Ltd disposal of the securities

Ordinary
UBS Global Asset | Varous Varlous Fund Manager with power | 2,210,643 2,210,843
Management Custlodians Custodians to exercise control over Ordi
(Canada) Co. disposal of the securities mary
UBS Global Agsef | Various Various Fund Manager with power | 85,850 85,850
Management Custodians Custodians to exercise contro! over Ordi
(Deutschiand) disposal of the securities fnary
GmbH
UBS Global Asset | Various Various Fund Manager with powar | 67,074 67,074
Management Custodians Custodians to exercise control over ordi
(France) SA disposal of the securities mary
UBS Global Asset | Various Various Fund Manager with power | 505,082 505,082
Management Custodians Custodians to exercise control over Ordi
(Hong Kong) Ltd disposal of the securities nary
UBS Global Asset | Various Various Fund Manager with power | 3,435,351 3.435,351
Management Custodians Custodians to exercise control over Ordin
(Japan) Lid disposal of the securities thary
UBS Global Asset | Varicus Various Fund Manager with power | 2,875,009 2.875,009
Management Life | Custodians Custodians to axercise control over Ordi
Limited disposal of the securities iary
UBS Global Assel | Various Various Fund Manager with power | 79,759 79,799
Management Custodians Custodians to exercise control over
(Singapore) Ltd disposal of the securities Ordinary




UBS Global Asset | Various Various Fund Manager with power | 1,299,658 1,299,658
Management Custodians Custodians to exercise control over Ordi
Trust Company disposal of the securitias inary
UBS Global Asset | Various Various Fund Manager with power | 6,116,883 6,116,883
Management (UK} | Custodians Custodians to exercise controf over Ordi
Ltd disposal of the securities nary
UBS AG, London | Vanous Various Prime Broker with powerto | 421,393 421,393
Branch Custodians Custodians control the exercise of the
power lo dispose of shares
pursuant to a Prime Broking | Ordinary
Agreement.
UBS AG, London | Various Varous Beneficlal owner 23,079 23,079
Branch Custodians Custodians .
Ordinary
UBS AG, London | Varicus Various Power o control disposal 1,614,729 1,614,729
Branch Custedians Custodians over shares pursuant to
stock borrowing and lending
activities Ordinary
UBS AG Unknown UBS AG Power 10 control disposal 86,347 86,347
(Switzertand) Custodians (Switzerland) over shares pursuant to Ordi
stock borrowing and lending | ~renary
activitias
UBS Securities Unknown UBS Securities Powar to control disposal 7,268,863 7,268,863
Australia Ltd Custodians Australia Ltd over shares pursuant to Ordi
stack borrowing and lending | ~ MY
activities
UBS Wealth UBS Wealth UBS Wealth Broker with power to 881,950 881,950
Management Menagement Management exercise discretion over
Australia Lid Australia Australia account
Nominges Pty Ltd | Nominees Pty Ltd Ordinary
UBS Securities N/A N/A Exchange traded options | 3,588,192 3,588,192
Australia Ltd ,
Options
UBS AG, London | N/A N/A Exchange traded options 380,000 380,000
Branch i
Options

5. Changes in association

The persons who have become associales (2) of, ceased to be associates of, or have changed the nature of their
association (8) with, the substantial holder in refation to voting interests in the company or scheme are as follows:

Name and ACN (i applicabie)

Nature of association

N/A

6. Addresses

The addresses of persons named in this form are as follows:

Name

Address

Details for all UBS entities and thelr address’
can be found on the following wabsits:

http:/iapps.ubs.comflocationfinder




SIGNATURE

Print Name:

Sign Here;

Contact details for this notice:

Peter Tillman Capacity:  Alternate Director

Date: 25 May 2007

——

Pater Tillman

Legal & Compliance

(w)+61 29324 221

(f)+61 2 9324 2558

email; peter.tilmanB@ubs.com
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Form 603

Corporations Act 2001
Section 671B

Notice of initial substantial holder

To QBE Insurance Group Limited (QBE)
ACN/ARSN 008 485 014

1. Details of substantial holder

Name Barclays Global Investors Australia Limited on behalf of the Barclays Group {("BGI")
ABN 33 001 804 566 (Barclays Global Investors Australia Limited)

The holder became a substantial holder on 27 April 2007.
2. Details of voting power
The total number of votes attached to all the voting shares in the company or voling interests in the scheme

that the substantial holder an associate had a relevant interest on the date the substantial holder became a
substantial holder are as follows:

Class of securities Number of securities Person's votes Voting power
Ordinary 43,549,785 43,849,785 5.09%

3. Details of relevant interests

The nature of the relevant interest the substantial holder had in the following voting securities on the date the
substantial holder became a substantiat holder are as follows:

Holder of relevant interest Nature of relevant interest Class and number of
securities
BGI Fund Manager — see Annexure A Ordinary 43,949,785

4. Details of present registered holders

The persons registerad as holder of the securities referred to in paragraph 3 above are as follows:

Holder of Registered holder of securities Class and number of
relevant interest securities
BGI JP Morgan & other custodians - see Annexure A Ordinary 43,949,785

5. Consideration

The consideration paid for each relevant interest referred to in paragraph 3 above, and acquired in the four
months prior to the day that the substantial holder became a substantial holder is as follows:

Holder of relevant | Date of acquisition Consideration Class and number of
interest Cash/Non-cash securities
BGI Past 4 months Avg price $31.34 Ordinary 43,945,785

€. Addresses

The addresses of persans named in this form are as follows:

Name Address
Barclays Global Investors Australia Limited Level 1, 111 Harrington Street, Sydney NSW 2000

Signature

3 May 2007
Company Secretary Date
Barclays Global investors Australia

Barclays Global Investors Australia Form 603 page 1 of 2
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" This is “Annexure A” of 1 page referred to in Form 603 Notice of
initial substantial holder

Relevant interest in QBE Insurance Group Limited (“QBE”) held by members of the Barclays Group.

The list of Barclays entities and their respective holdings are as follows:

ASX %
CODE STOCK NAME HOLDING : COMPANY

QBE |QBE Insurance Group Limited 784,387 | 0.09 [Barclays Global Investors Japan Trust & Banking
QBE |QBE Insurance Group Limited 531,702 | 0.06 |Barclays Global Investors Japan Ltd

QBE |OBE Insurance Group Limited | 1,939,345 | 0.22 |Barclays Global Investors Ltd

QBE  |QBE Insurance Group Limited 226,817 | 0.03 |Barclays Bank PLC

QBE |QBE Insurance Group Limited 112,761 | 0.01 |Barclays Bank PLC

QBE |QBE Insurance Group Limited 3,561,228 | 0.41 |Barclays Global Investors Lid

QBE |QBE Insurance Group Limited 196,831 | 0.02 [Barclays Life Assurance Co Ltd

QBE |QBE Insurance Group Limited | 8,970,922 | 1.04 [Barclays Global Investors, N.A.

QBE |QBE Insurance Group Limited | 6,307,939 | 0.73 |Barclays Global Fund Advisors

QBE |QBE Insurance Group Limited | 1,687,198 | 0.20 |Barclays Capital Securities Ltd

QBE |QBE Insurance Group Limited 69,638 | 0.01 [Barclays Global Investors Canada Ltd

QBE |0OBE Insurance Group Limited | 19,561,017 | 2.27 [Barclays Global Investors Australia Ltd

43,949,785 | 5.09

The JP Morgan Chase Bank Inc. and various other custodians (Custedians) hold shares in QBE as custodian
and for which the Barclays Group are either:

» the responsible entity or trustee of pooled investment products such as registered managed
investment schemes (Funds}; or

s the investment manager of Portfolios held for a number of institutional investors. The institutional
investors are generally superannuation funds regulated under the Superannuation Industry
Supervision Act 1993.

The holding of shares in QBE was acquired as part of the wide portfolio of Australian shares and units
acquired for the Funds and the Portfolios.

The members of the Barclays Group and the Custodians may hold relevant interests due to the capacity of
these entities to dispose of the shares in QBE.

Each investor in a Fund owns an undivided interest in the Fund's assets, no client directly owns any asset of
the Fund. The unithelding of each Fund varies from time to time as clients enter and withdraw from the Funds.
The various institutional investors with portfolios delegate the management of the portfolics to the members of
the Barclays Group.

3 May 2007
Company Secretary Date
Barclays Global Investors Australia

Barclays Global Investors Australia Form 603 page 2 of 2



Barclays Global Investors Australia Limited

ABN 33 001 804 566, AFS Licence No. 225398, Level 1
111 Harsington Street, Sydney, NEW 2000

P.Q. Box N43 Grosvesor Place, N§W 1220

Telephone +612 272 2429

Facsimile +612 9278 5282

zaria nareyan @barclaysglobal.com

PERFORMANCE THROUGH INNOVATION

BARCLAYS GLOBAL INVESTORS

FACSIMILE

To: QBE Insurance Group Limited
Mr Duncan Ramsay
Company Secretary

Fax (02) 9231 6104

Total pages 3 including cover

Date 2 May 2007

Subject Notice of ceasing to be a substantial holder

Dear Mr Ramsay,

Please find attached Form 605 - Notice of ceasing to be a substantial holder in respect of the
Barclays group holding in QBE Insurance Group Limited.

Kind regards

Tna inomstion comained in thia facamile Is imandsd only for the ues ot the recipient nemod abeva. This facsimile may conidin privilaged, conlidentlal or unibsclosad
inlarmatia. If the raader of this facsimila s not the Inlended rocipien or an agep rasponsibie for delivaring i1 10 1he intendad reciplent, you Rre horeby notified thel you neve
received (s facaimita In Brror, and thl any roview, dissaminallon, disibation & copying of it I stricly grehibited, If you heve racelved UV in srror, plodse notily us imnediately
by telsphona (call us coliser a1 tha lelaphons numbor sol forth abave) and el the ofigingl irensminal to us try mall, Thank you faf your cooperaton,




Form 605

Caorporations Act 2001
Section 671B

Notice of ceasing to be a substantial holder

To QBE !nsurance Group Limited {(QBE)
ACNARSN 0os 485 014

1. Datalls of substantlal holder
Name Barclnys Global Investors Australla Limited on behalf of the Barclays Group (“BGI”)

ABN 33 00Y 804 5686 (Barciays Global Investors Australia Limited}

The holdsr ceased to be a substantial holder on 23 Aprll 2007
The pravious notice was given 1o the company on 27 April 2007
The previous notice wag datad 27 April 2007

2. Changes |n rolgvant interests

Particulars of each change In, or changa in the nalre of, a relevant Intarests of the substantial holder or an
assoclate in voting securities of the company or schame, since the substantial holder was last reguired to give
& substantial holding notice to the company or scheme are as follows:

AEtaRns

3 ..zaz-;@“'«‘-:? FR

uction in
Anngxurg A__| vating power $31.68 {479,254)

3. Changes in assaclatlon

The persons who have bacomes associates of, ceased 10 be associates of, or have changed the nalure af
thelr association with, the substantia! holder In relatien to voling interests in the company or scheme are as

follows:

4, Addresses

The addresses of persons named in this form are as follows:

P L e M T T B B e
oat, S 00

3

Barclays Glut;al Investars Ausiralia Limited Lovel 1, 11 1 Haan Street, Sydnsey NSW 20
Signawure
2 May 2007
Cornpany Setratary Date

Barclays Global Invesiors Aysiralia

Barclays Global investors Ausiralia Form BOS page 1af 2



This is “Annexure A” of 1 page referred to in Form 605
Notice of ceasing to be a substantial holder

Relevant Intersst in QBE Insurance Group Limited ("QBE") held by members of the Barclays Group.
The list of Barclays entltles with relevant interest are as follows:

Barclays Global investors Japan Trust & Banking
Barclays Global Investors Japan Ltd
Barclays Global investors Lid

Barclays Bank PLC

Barclays Bank PLG

Barclays Global Investors Lid

Barclays Life Assurance Co Ltd
Barclays Global Investors, N.A.
Barclays Global Fund Advisors
Barclays Caphal Securities |td
Barciays Glabal Investors Canada Lid
Barclays Global Investors Australia Lid

Thae JP Mergan Ghase Bank Inc. and various other custodians (Custodians) hold shares in QBE for which the
memkters of the Barclays Group are either!
« the responsible entity or trustee of pooled lnvestment products such as registered managed
jnvestmenl schemas (Funds); or
» the investment manager of Portlalios held for a number of institutional investors. The inslitutional
investors are generally superannuation funds requlated under the §uperannuation industry
Supervision Act 1933,

The holding of shares in QBE was acquired as part of the wide portfolio of Austrafian shares and units
acquired for the Funds and the Portfolios.

The members of the Barclays Group and the Custadians may hold relevam interests due to the capacily of
these entities to dispose of tha shares in QBE.

Each investor in a Fund owns an undivided interest in the Fund's assets, no gliart directly owns any asset of
the Fund. The unitholding of each Fund varles from time lo time as allents enter and withdraw from the Funds.
The various institutiona! investors with portfollos delegate the management of the portfolios to the Barclays

Group.
(2
’<.// // 2 May 2007

Company Secretary Data
Barclays Global Investors Austraiia

Barclays Global Investors Australia Form 605 page 20l 2




Form 603

Corporations Act 2001
Section 671B

Notice of initial substantial holder

To QBE Insurance Group Limited (QBE)
ACN/ARSN 008 485 014

1. Details of substantial holder

Name Barclays Global Investors Australia Limited on behalf of the Barclays Group {“BGI")
ABN 33 001 804 566 (Barclays Global Investors Australia Limited)

The holder became a substantial holder on 20 April 2007,
2. Details of voting power
The total number of votes attached to all the veling shares in the company or voting interests in the scheme

that the substantial holder an associate had a relevant interest on the date the substantial holder became a
substantial hoider are as follows;

Class of securities Number of securities Person’s votes Voting power
Ordinary 43,366,927 43,366,927 5.03%

3. Details of relevant interests

The nature of the relevant interest the substantial holder had in the following voling securities on the date the
substantial holder became a substantial holder are as follows:

Holder of relevant interest Nature of relevant interest Class and number of
securities
BGI Fund Manager — see Annexure A Ordinary 43,366,927

4. Details of present registered holders

The persons registered as holder of the securities referred to in paragraph 3 above are as follows:

Holder of Registered holder of securities Class and number of
relevant interest securities
BGI JP Morgan & other custodians — see Annexure A Ordinary 43,366,927

5. Consideration

The consideration paid for each relevant interest referred to in paragraph 3 above, and acquired in the four
months prior to the day that the substantial holder became a substantial holder is as follows:

Holder of relevant { Date of acquisition Consideration Class and number of
interest Cash/Non-cash securities
BGI Past 4 months Avg price $32.14 Ordinary 43,366,927

6. Addresses

The addresses of persons named in this form are as follows:

Name Address
Barclays Global investors Australia Limited Level 1, 111 Harringlon Street, Sydney NSYY 2000

Signature

27 April 2007
Company Secretary Date
Barclays Global Investors Australia

Barctays Global investors Australia Form 603 page 1 of 2



This is “Annexure A” of 1 page referred to in Form 603 Notice of
initial substantial holder

Relevant interest in QBE Insurance Group Limited (“QBE") held by members of the Barclays Group.

The list of Barclays entities and their respective holdings are as follows:

ASX %
CODE STOCK NAME HOLDING COMPANY

QBE |0BE Insurance Group Limited 780,720 | 0.09 |Barclays Globat Investors Japan Trust & Banking
QBE |QBE Insurance Group Limited 528,008 | 0.06 |Barclays Global Investors Japan Ltd

QBE |QBE Insurance Group Limited 1,952,745 | 0.23 [Barclays Global Investors Lid

QBE |QBE Insurance Group Limited 226,817 | 0.03 [Barclays Bank PLC

QBE |OBE Insurance Group Limited 137,556 | 0.02 [Barclays Bank PLC

QBE |QBE Insurance Group Limited | 3,561,128 | 0.41 |Barclays Global Investors Ltd

QBE |QBE Insurance Group Limited 196,831 | 0.02 |Barclays Life Assurance Co Ltd

QBE |QBE Insurance Group Limited 8,913,676 | 1.03 |Barclays Global Investors, N.A.
QBE |QBE Insurance Group Limited 6,161,967 | 0.71 |Barclays Global Fund Advisors
QBE |QBE Insurance Group Limited | 1,542,559 | 0.18 |Barclays Capital Securities Ltd

QBE |QBE Insurance Group Limited 69,638 | 0.01 |Barclays Globa!l Investors Canada Ltd

QBE |QBE Insurance Group Limited | 19,295183 | 2.24 [Barclays Global investors Australia Ltd

43,366,927 | 5.03

The JP Morgan Chase Bank Inc. and various other custodians (Custodians) hold shares in QBE as custodian
and for which the Barclays Group are either.

« the responsible entity or trustee of pooled investment products such as registered managed
investment schemes (Funds); or

« the investment manager of Portfolios held for a number of institutional investors. The institutional
investors are generally superannuation funds regulated under the Superannuation Industry
Supervision Act 1893.

The holding of shares in QBE was acquired as part of the wide portfolio of Australian shares and units
acquired for the Funds and the Portfolios.

The members of the Barclays Group and the Custodians may hold relevant interests due to the capacity of
these entities to dispose of the shares in QBE.

Each investor in a Fund owns an undivided interest in the Fund's assels, no client directly owns any asset of
the Fund. The unitholding of each Fund varies from time to time as clients enter and withdraw from the Funds.
The various institutional investors with portfolios delegate the management of the portfolios to the members of
the Barclays Group.

27 Apnil 2007
Company Secrefary Date
Barclays Global Investors Australia

Barclays Global Investors Australia Form 603 page 2 of 2




Form 605 L OIVO0h

Corporations Act 2001 -
Section 6718 R=CEiveD
Notice of ceasing to be a substantial holder
A i L] I ; N -
- !’) Py ‘r_';!
To QBE Insurance Group Limited L TED
ACN/ARSN 008 485 014 e b T
1. Details of substantial holder
Name Barclays Global investors Australia Limited on behalf of the Barclays Group ("BGI”)
ABN 33 001 804 566 (Barclays Global Investors Australia Limited)
The holder ceased to be a substantial holder on 10 April 2007
The previous notice was given to the company on 29 July 2005
The previous notice was dated 29 July 2005

2. Changes in relevant interests

Particuiars of each change in, or change in the nature of, a relevant interests of the substantial holder or an
associate in voting securities of the company or scheme, since the substantial holder was last required to give
a substantial holding notice to the company or scheme are as follows:

Date of Person whose Nature of Consideration Class and number | Person's votes
change | relevant interest change given in relation to of securities affected
changed change affected
10/10/07 BGI - see Reduction in Average price Ordinary {0.05)%
Annexure A voting power $30.93 4,088,397

3. Changes in association

The persons who have becomes associates of, ceased to be associates of, or have changed the nature of
their association with, the substantial hotder in relation to voting interests in the company or scheme are as
foliows;

Name and ACN/ARSN (if applicable) Nature of association
See Annexure A

4. Addresses

The addresses of persons named in this form are as follows:

Name Address
Barclays Global Investors Australia Limited Level 1, 111 Harrington Street, Sydney NSW 2000
Signature
12 Aprit 2007
Company Secretary Date

Barclays Global Investors Australia

Bardlays Global Investors Australia Form 605 page 1 of 2




This is “Annexure A” of 1 page referred to in Form 605 —
Notice of ceasing to be a substantial holder

Relevant interest in QBE Insurance Group Limited (“QBE”} held by members of the Barclays Group.
The list of Barclays entities with relevant interest are as follows:

Barclays Global Investors Japan Trust & Banking
Barclays Global Investors Japan Ltd
Barclays Global Investors Ltd
Barclays Bank PLC

Barclays Bank PLC

Barclays Global Investors Ltd
Barclays Life Assurance Co Ltd
Barclays Global Investors, N.A.
Barclays Global Fund Advisors
Barclays Capital Securities Ltd
Barclays Global Investors Canada Ltd
Barclays Global Investors Australia Ltd

The JP Morgan Chase Bank Inc. and various other custodians (Custodians) hold shares in QBE for which the
members of the Barclays Group are either:

+ the responsible entity or trustee of pooled investment products such as registered managed
investment schemes (Funds); or

» the investment manager of Portfolios held for a number of institutional investors. The institutional
investors are generally superannuation funds regulated under the Superannuation Industry
Supervision Act 1993.

The holding of shares in QBE was acquired as part of the wide portfolio of Australian shares and units
acquired for the Funds and the Portfolios.

The members of the Barclays Group and the Custodians may hold relevant interests due to the capacity of
these entities to dispose of the shares in QBE.

Each investor in a Fund owns an undivided interest in the Fund's assets, no client directly owns any asset of
the Fund. The unitholding of each Fund varies from time to time as clients enter and withdraw from the Funds.
The various institutional investors with portfolios delegate the management of the portfolios to the Barclays
Group.

12 April 2007
Company Secretary Date
Barclays Global Investors Australia

Barclays Global Investors Australia Form 605 page 2 of 2
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The Manager

Company Announcements

Australian Securities Exchange Limited
Level 8

Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear SirfMadam,

re: Austbrokers Holdings Limited -
Notice of initial substantial holder

We lodge our signed Form 603.

Y ours faithfully,

Duncan Ramsay
Company Secrotary

Direct:  +612 8375 4422

Mobile: +61 (0408 037 220

Fax  +512 92316104

Emalt:  duncan.ramsay@qbe.com

A Membet of the CBE Insuranos Groap

(& IIVO0]

QBE INSURANCE QROUP LIMITED
ABN 28 008 485 014

Head Office

52 Pitt Street
Sydney NSW 2000
AUSTRALIA

Postal Address
GPO Box 82
Syaney NSW 2001
AUSTRALIA

Telephone: +61 (2) 9375 4444
Facsimile. +61 (2} 9231 3104
DX 10171 Sydney Stock Exchange



Form 603 FI1LE NO. i

CorporsionsAct 201 82-35067 |

Section 6718
Notice of initial substantial holder

To Company Name/Scheme Austbrokers Holdings Limited

ACN/ARSN ABN &0 000 000 715

1. Details of substantial holder {1)

Name QBE INSDRANCE GROUP LIMITED

ACN/ARSN (if applicable) ABN 28 008 485 014

The holder became a substaniial hoideron 08/02 /2007

2. Datails of voting powor

The total number of votes attached to all tha voting shares in the company or voling interests in the scheme that the subsiantial holder or
an associate (2) had a relevant interest (3) in on the date the substantial hoider became a substantial holder are as follows:

Class of securities (4) Number of securities Person's votes (5) Voting power (6}

Ordinary 5,119,201 5,119,201 10.21%

Also refar Annaxzure A

3. Details of relevant Intarosts

The nature of the relevant interest the substantial hoider or an associate had in the following voting securities on the date the substantial
holder became a substantial holder are as follows:

Holder of relevant interest Nature of relevant interest {7) Class and number of cecurities
QBE Insurance (Australia) . .

Limi tod Benaficial Owner 5,089,201 Ordinary
Travelon Pty Limited Beneficial Owner 30,000 Ordinary

4. Details of present reglstered holders
The persons registered as holders of the securties referred to in paragraph 3 above are as follows:

Holdaer of relevont Registered holder of Person entitied to be Class and number of securities
interest securities registered as holder (B}
@BE Insurance Citicorp Nominees C.i.t.i.coz]? Ncominees .
(Auetraiia) Limited Pty Limited (ABN Pty Limited (ABN 5,089,201 Oxdinary
37 000 809 030) 37 000 809 030)
Citicorp Nominees Citicorp Nomineaes
Travelon Pty Limited | Pty Limited (ABN Pty Limited (ABN 30,000 Oxdinaxy
37 000 809 030) 37 000 809 030)

§. Consideration

The consideration paid for each relevant interest referred to in paragraph 3 above, and acquired in the four months prior to the day that the
substantial holder became a substantial holder is as follows.

Hokier of relevant Data of acquisttion Congideration (8) Class and number of securities
interest

Cash Nor-cash

Refer Annexure A




€. Associates

The reasons the persons named in paragraph 3 above are associates of the substantial holder are as follows:

[©2-35066 |

Name and ACN/ARSN (if applicable)

Nature of association

QBE Insurance (Auatralia)
Limited

Rolated Body Corporate

Travelon Pty Limited

Related Body Corporate

7. Addresses
The addresses of persons namsd in this form are as follows:

Name

Addross

QBE Insurance (Australia)
Limited (ABN 76 003 191
035)

82 Pitt Street, Sydney NSW 2000

Travaelon Pty limited (ABN
62 002 217 343)

82 Pitt Street, Syndey NSW 2000

(1

@
3
(4

5

&)

®

9

Signature

piint name Duncan Ransay

capaclly Company Secratary

sign here 3 &Cm’A a,\/ we |7 1) 1 O]

DIRECTIONS

If there are a number of substantial holders with similar or related relevant interests (eg. a corporation and its related cormporations. or the
manager and trustee of an equity trust), the namaes could be inctuded in an annexure to the form. If the refevant interests of a group of
persons are essentially similar, they may be refemmed to throughout the form as a specifically narmed group if the membership of each
group, with the names and addresses of members is clearty set out in paragraph 7 of the lom.

Ses the definition of "associate™ in section 9 of the Corporations Act 2001,

See the definition of "relevant inferest” in sections 608 and 6718(7) of the Corporations Act 2001,

The voting shares of a company constitute one class unless divided into separate classes.

The lotal number of voles attached to 8l the voting shares in the company or voting interests in the scheme (if any) that the person of an

associate has a retevant interast in.

The person’s voles divided by the total votes in the body corporate or schermne muttiplied by 100.

Include details of.

(a}  any relevant agreemant or other circurmnstances by which the relevant interest was acquired. if subsecticn 671B(4) applies, & copy of
any documnent setting out the terms of any relevant agreement, and a statement by the person giving full and accurate details of any
contract, scheme or arrangement, must accompany this form, together with a written staternent certtfying this contract, scheme or

amangement. and

(b}  eny qualification of the power of a person to exercise, control the exercise of, or influence the exercise of, the voting powers or
disposal of the securities to which the relevant interest relates (indicating clearty the particular securities io which the quatification

applies).

Ses the definition of "relevant agreement” in section 8 of the Corporations Act 2001.

#f the subsiantiot holder is unable 1o determine the identity of the peson { @9, 1 the relovant interes! arsoes bocause of on oplion) wite

“unknown".

Details of the consikileration must include any and all bensfits, money and other, that any person from whom a relevant interest was

acquired has, or may, become entitied to recelve In relation to that acquisition. Details must de included even If the benefit is conditional on
the happening or not of a contingency. Details must bo included of any benefit paid on behalf of the subsiantiai holder or its associate in
ratation to the acquisitions, even if they are not paid directly to the person from whom the relevant interest was acquired.
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Annexure A

This is Annexure ‘A’ of 1 page referred to in Form 603 signed by me on 12 February

) i

Name: Duncan Ramsay
Capacity: Company Secretary

In addition, QBE Insurance (Australia) Limited holds a compulsorily cash settled
equity swap with a termination date of 17 May 2007 relating to a further 2,350,000
shares in Austbrokers Holdings Limited, at a notional $5.50 per share representing a
further 4.69% of the issued shares in Austbrokers Holdings Limited.

Consideration
Holder of Relevant | Date of Class & Number of
Interest Acquisition Consideration Securities
Traveion Pty Limited 22-Jan-07 $150,495.00 30,000 Ordinary
QBE Insurance
{Australia) Limited 08-Feb-07 $14,673,187.26 2,670,000 Ordinary
QBE Insurance
{Australia) Limited 08-Feb-07 $12,068,105.50 2,194,201 Ordinary
QBE Insurance
{Awustralia) Limited 09-Feb-07 $1,238.400.78 225,000 Ordinary

END



