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31 January 2009

BEC

United States Securities and Exchange Commission Mal! Prooeiding
450 Fifth Street, NW Hactitn
Washington DC 20549 .

' [y mann

WeonlRgien, BO .
S5 SUpPL

Dear Sirs, - Y

Rule 12g3 - 2 (b) Exemption Documents: Insurance Australia Group
Limited, file no 82-34821

Please find attached documents submitted in accordance with Rule 12g3 — 2(b)
for Insurance Australia Group Limited, File no. 82 — 34821.

Yours truly
ED
o e PROCESSES
MAR 6 & 2009

Glenn Revell THOMSON REUTERS

Group Company Secretary

Insurance Australia
Group Limited
ABN 60 090 736 §23

388 George Street
Sydney NSW 2000
Austratia

T +61 (0)2 9202 9222
www.iag.com.au




CIAG

Insurance Australia Group

1 September 2008

Manager, Company Announcements Office Wﬂﬁ“ oing
ASX Limited "Soetien
Level 4, Exchange Centre

20 Bridge Street : £en o nat

SYDNEY NSW 2000

tWeohlngion, OC
Dear Sirf/Madam ‘i‘;@@

INSURANCE AUSTRALIA GROUP LIMITED {'1AG")
RETIREMENT OF DIRECTORS

As previcusly foreshadowed, Mr Neil Hamilton and Mr Rowan Ross retired from the
Board of I1AG effective 31 August 2008. Following these departures the IAG Board
comprises eight directors: Mr James Strong (Chairman), Ms Yasmin Allen, Mr Hugh
Fletcher, Ms Anna Hynes, Mr Brian Schwartz, Mr Phillip Colebatch, Mr Philip Twyman
{all independent non executive directors) and Mr Mike Wilkins, Managing Director and
Chief Executive Officer.

Yours sincerely

Glenn Revell
Group Company Secretary

Insurance Australia
Group Limited
ABN 60 090 739 923

388 George Street
Sydney NSW 2000
Australia

T +61(0)2 9292 9222
www.iag.com.au



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. Information and
documents given to ASX became ASX's property and may be made public.

Introduced 30:9/2001.

Name of entity

Insurance Australia Group Limited

ABN 60 090 739 923

We (the entity) give ASX the following information under listing rule 3.19A.2 and as agent for the
director for the purposes of section 205( of the Corporations Act.

Name of Director

PHILIP TWYMAN

Date of last notice

9 July 2008

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 eniity of the trust

Note: In the case of a company, interests which come within paragraph (i) of the definition of “notiftable interesi of a director™ should be

disclosed in this part.

Direct or indirect interest

Indirect

Nature of indirect interest
(including registered holder)

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

Perpetual Trustee Company Limited ATF First
Dunedin Super Fund of which Mr Twyman is a
beneficiary

Date of change

29 August 2008

No. of securitics held prior to change

15,000

Ordinary shares

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

Class

Number acquired 10,000
Number disposed NIL
Value/Consideration $39,243.12

+ See chapter 19 for defined terms.

11/3/2002
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APppendix oy
Change of Director’s Interest Notice

No. of securities held after change 25,000

Nature of change On market trade
Example: on-market trade, off-market trade, exercise of options, issue of

securities under dividend reinvestment plan, participation in buy-back

Part 2 — Change of director’s interests in contracts

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

Detail of contract

Nature of interest

Name of registered holder
(if issued securities)

Date of change

No. and class of securities to
which interest related prior to

change
Note; Details are only required for a contract in relation
to which the interest has changed

Interest acquired

Interest disposed

Value/Consideration

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

Interest after change

+ See chapter 19 for defined terms.
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Appendix 3Z
Final Director’s Interest Notice

Rule 3.194.3

Appendix 3Z

Final Director’s Interest Notice

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

Introduced 30/9/2001.
Name of entity INSURANCE AUSTRALIA GROUP LIMITED
ABN 60 090 739 923

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

Name of director NEN. HAMILTON
Date of last notice 14 April 2008
Date that director ceased to be director ‘ 31 August 2008

Part 1 — Director’s relevant interests in securities of which the director is the registered holder
In the case of a trust, this includes interests in the trust made available by the respansible entity of the trust

Note; In the case of a company, interests which come within paragraph (i} of the definition of “notifiable imerest of s director” should be
disclosed in this part,

Number & class of securities

145,549 Fully Paid Ordinary shares

+ See chapter 19 for defined terms.

11/3/2002 Appendix 3Z Page |



Appendix 3Z
Final Director’s Interest Notice

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

holder

Nate: In the case of a company, interests which come within pamgraph (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

B

Name of holder & nature of interest
Note: Provide details of the circumstances giving rise to
the relevant interest

N/A

Number & class of securities

Part 3 — Director’s interests in contracts

which interest relates

Detail of contract N/A
Nature of interest N/A
Name of registered holder N/A
(if issued securities)

No. and class of securities to | N/A

+ See chapter 19 for defined terms.

Appendix 3Z Page 2
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Appendix 3Z
Final Director’s Interest Notice

Rule 3.194.3

Appendix 3Z

Final Director’s Interest Notice

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

Introduced 30/9/2001,
[Name of entity INSURANCE AUSTRALIA GROUP LIMITED
ABN 60 090 739 923

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

Name of director ROWAN ROSS
Date of last notice 29 November 2007
Date that director ceased to be director 31 August 2008

Part 1 — Director’s relevant interests in securities of which the director is the registered holder
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, intereses which come within paragraph (i) of the definition of “notifiable interest of a director” should be
disclosed in this part.

Number & class of securities

186,849 Fully Paid Ordinary shares

+ See chapter 19 for defined terms.
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Appendix 34
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, interests which come within paragraph (ii) of the definition of “nctifiable interest of a director™ should be
disclosed in this pan.

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 denils of the circumsiances giving rise to
the relevant interest

N/A

Part 3 — Director’s interests in contracts

Detail of contract , N/A
Nature of interest N/A
Name of registered holder N/A

(if issued securities) ' i

No. and class of securities to | N/A _ _ !
which interest relates :

+ See chapter 19 for defined terms.
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CIAG

Insurance Australia Group

12 September 2008

Manager, Company Announcements Office
ASX Limited

Level 4, Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear Sir/fMadam,

INSURANCE AUSTRALIA GROUP LIMITED (1AG’)
RESIGNATION OF COMPANY SECRETARY

We wish to advise that Mr Fraser MaclLennan-Pike has resigned 'as a company
secretary of IAG effective at today’s date.

| wish to recofd my thanks and appreciation of Fraser's efforts in performing this role.

Yours sincerely,

Glenn Revell
Group Company Secretary

Insurance Australia
Group Limited
ABN 60 090 739 923

388 George Street
Sydney NSW 2000
Australia

T +61 (0)2 9292 9222
WWWw.iag.com.au




UIAG

Insurance Australia Group

17 September 2008

Manager, Company Announcements Office
ASX Limited

Level 4, Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear Sir/Madam,

INSURANCE AUSTRALIA GROUP LIMITED (‘IAG’)
NO MATERIAL EXPOSURE TO AMERICAN INTERNATIONAL GROUP

We wish to advise that Insurance Australia Group (IAG) has no material exposure to
American International Group, Inc (AlG).

Yours sincerely,

-’é.. w&{
Glenn Revell
Group Company Secretary

insurance Australia
Group Limited
ABN 60 090 739 923

388 George Street
Sydney NSW 2000
Australia

T +61 (D)2 9292 9222
www.iag.com.au



Appendix 3Y
Change of Director’s Interest Notice

Rulfe 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

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

Introduced 30/9/2001.
[Name of entity Insurance Australia Group Limited
ABN 60 090 739 523

We (the entity) give ASX the following information under listing rule 3.19A.2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director MICHAEL WILKINS

Date of last notice 7 March 2008

Part 1 - Change of director’s relevant interests in securities
In the case of a trust. this inchudes 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

Nature of indirect interest
{including registered holder)

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

Date of change

No. of securities held prior to change

Class

Number acquired

Number disposed

Value/Consideration
Note: 1f consideration is non-cash, provide detils and estimated
valuation

+ See chapter 19 for defined terms.

11/3/2002
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Appendix 3Y

Change of Director’s Interest Notice

No. of securities held after change

Nature of change

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

Part 2 — Change of director’s interests in contracts

Note: In the casc of a company, interests which come within paragraph (ii) of the definiton of “notifiable interest of a director” should be

disclosed in this part.

Detail of contract

The Insurance Australia Group Share and Performance
Award Rights Plan Trust Deed (Plan Trust Deed).

Nature of interest

Executive Performance Rights (EPRs) and Deferred Award
Rights (DARs) granted by IAG Share Plan Nominee Pty
Limited, the Trustee of the EPR and DAR Plan Trust in
accordance with the Plan Trust-Deed.

Name of registered holder
(if issued securities)

Not applicable

Date of change

18 September 2008

No. and class of securities to

N/A
which interest related prior to
change
Note: Details are only required for a contract in relation
to which the interest has changed
Interest acquired 750,000 EPRs.
57,000 DARs.

The Plan Trust Deed provides that a participant in the EPR
and DAR Plans has no legal or beneficial interest in Insurance
Australia Group Limited ordinary shares by virtue of
acquiring or holding EPRs and DARs.

Interest disposed

N/A

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

The value of the 750,000 EPRs will generally become known
around 3 years after the date of grant when the EPRs may first
become exercisable subject to the satisfaction of applicable
terms and conditions. No exercise price is applicable when
EPRs are exercised.

The value of the 57,000 DARs granted will become known
progressively over a 3 year period as a portion of the
allocation becomes exercisable each year over a 3 year period,
subject to the satisfaction of applicable terms and conditions.
An exercise price of $1 will be payable by the holder upon
exercise of DARs, irrespective of the number of rights
exercised by the holder.

+ See chapter 19 for defined terms.

Appendix 3Y Page 2
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Appendix 3Y
Change of Director’s Interest Notice

Interest after change

1,000,000 Executive Performance Rights
57,000 Deferred Award Rights

+ See chapter 19 for defined terms.

11/3/2002
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Appendix 3Y
Change of Director’s Interest Notice

Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

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

Introduced 30/9/2001.
[Name of entity Insurance Australia Group Limited
ABN 60 090 739 923

We (the entity) give ASX the following information under listing rule 3.19A.2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director MICHAEL WILKINS

Date of last notice 7 March 2003

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

Note: [n the case of a company, interests which come within paragraph (i} of the definition of “notifiable interest of a director™ should be

disclosed in this parw

Direct or indirect interest

Nature of indirect interest
(including registered holder)

Notwe: Provide details of the circumstances giving rise to the rlevant
interest.

Date of change

No. of securities held prior to change

Class

Number acquired

Number disposed

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

+ See chapter 19 for defined terms,

11/3/2002

Appendix 3Y Page |



Appendix 3Y

Change of Director’s Interest Notice

No. of securities held after change

Nature of change

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

Part 2 — Change of director’s interests in contracts

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

disclosed in this part,

Detail of contract

The Insurance Australia Group Share and Performance
Award Rights Plan Trust Deed (Plan Trust Deed).

Nature of interest

Executive Performance Rights (EPRs) and Deferred Award
Rights (DARs) granted by IAG Share Plan Nominee Pty
Limited, the Trustée of the EPR and DAR Plan Trust in
accordance with the Plan Trust Deed.

Name of registered holder
(if issued securities)

Not applicable

Date of change 18 September 2008

No. and class of securities to [ N/A

which interest related prior to

change

Note: Details are only required for a contract in relation

to which the intcrest has changed

Interest acquired 750,000 EPRs.
57,000 DARs.

The Plan Trust Deed provides that a participant in the EPR
and DAR Plans has no legal or beneficial interest in Insurance
Australia Group Limited ordinary shares by virtue of
acquiring or holding EPRs and DARs.

Interest disposed

N/A

Value/Consideration

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

The value of the 750,000 EPRs will generally become known
around 3 years after the date of grant when the EPRs may first
become exercisable subject to the satisfaction of applicable
terms and conditions. No exercise price is applicable when
EPRs are exercised. ’

The value of the 57,000 DARs granted will become known

-progressively over a 3 year period as a portion of the

allocation becomes exercisable each year over a 3 year period,
subject to the satisfaction of applicable terms and conditions.
An exercise price of $1 will be payable by the holder upon
exercise of DARs, irrespective of the number of rights
exercised by the holder.

+ See chapter 19 for defined terms,

Appendix 3Y Page 2
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Appendix 3Y

Change of Director’s Interest Notice

Interest after change

1,000,000 Executive Performance Rights
57,000 Deferred Award Rights

+ See chapter 19 for defined terms.

11/3/2002
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CIAG

Insurance Australla Group

19 September 2008

Manager, Company Announcement Office
Australian Securities Exchange Limited
Level 4, Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear Sir/Madam,
INSURANCE AUSTRALIA GROUP LIMITED (‘IAG’)

PRICING OF SHARES TO BE ALLOCATED UNDER THE DIVIDEND
REINVESTMENT PLAN

IAG advises that ordinary shares to be allocated under the Company's Dividend
Reinvestment Plan (DRP) will be priced at $4.1536 per share for the final dividend
payable on 3 October 2008.

The DRP price was based on an average market price for the ten trading days from 8
September 2008 to 19 September 2008 inclusive.

Participating shareholders will be mailed a notice of their new shareholding on 3
October 2008.

Yours sincerely,

—QM

Glenn Revell
Group Company Secretary

Insurance Austrafia
Group Limited
ABN 60 090 735 923

388 George Street
Sydney NSW 2000
Australia

T +61 (D)2 9292 9222
www.iag.com.au




New issue announcement

Part 1 - All issues

Rule 2.7,3.10.3, 3.10.4, 3.10.5

Appendix 3B

New issue announcemenf,
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, 30/8/2001, 11/3/2002, 1/1/2003, 24/10/2005.

v

Name of entity
INSURANCE AUSTRALIA GROUP LIMITED

ABN
60 090 739 923

@™

[‘lf‘_' -
L) eﬂ”fél%sl o

We (the entity) give ASX the following information.
FER 0 g e

You must complete the relevafr! sections (attach sheets if there is not enough space). sl gion, DL

: 20
1 *Class of *securities issued or to be Fully paid ordinary shares (Ordinary Shares)
issued '

2 Number of *securities issued or to be 10,077,977 Ordinary shares issued pursuant
issued (if known) or maximum number | to the Dividend Reinvestment Plan (DRP) to
which may be issued shareholders who nominated participation in

the DRP.

3 Principal terms of the *securities (eg, if | On the same terms as existing Ordinary
options, exercise price and expiry date; | Shares listed on ASX.
if partly paid *securities, the amount
outstanding and due dates for payment;
if *convertible securities, the conversion
price and dates for conversion)

T See chapter 19 for defined terms.
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New issue announcement

4 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

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

o 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

6  Purpose of the issue
{issued as consideration 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 {including the
securities in clause 2 if applicable)

Yes

$4.1536 per Ordinary Share

Shares were issued pursuant to the DRP

3 QOctober 2008

Number +Class

1,888.332,519 Ordinary

3,500,000 Reset Preference.
Shares (IAGPA)

* See chapter 19 for defined terms.

~Spendix 3b 031008 drp.doc
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New issue announcement

10

Part 2 - Bonus issue or pro rata issue

11

12

13

14

15

16

17

18

19

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

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

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 *securily holders who will not be
sent new issue documents

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

Crosa reference: rule 7.7.

Closing date for receipt of acceptances
or renunciations

Number

+Class

77,500

Options over
unissued shares

The Ordinary Shares will, from the date of
atlotment, carry the right to participate in
dividends

* See chapter 19 for defined terms.

~Spendix 3b 031008 drp.doc
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New issue announcement

20

21

22

23

24

25

26

27

28

29

30

H

Names of any underwriters

Amount of any underwriting fee or
commission

Names of any brokers to the issue

Fee or cormmission 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 entittement 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
entilements in fuff through a broker?

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

* See chapter 19 for defined terms.

~$pendix 3b 031008 drp.doc

Appendix 3B Page 4



New issue announcement

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

33 +Despatcﬁ date

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)

IE Securities described in Part 1

(b) I:l All other securities

Example: restricted secuntles at the end of the escrowed peried, partly paid securities that hecome fully
paid, employee incentive share securities when restriction ends, securities issued on expiry or conversien of
convertible securities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities

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 If the *securities are *equity securities, a distribution schedule of the additional *securities settmg
' 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 thie additional *securities

* See chapter 19 for defined terms.
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New issue announcement

Entities that have ticked box 34(b)

38

39

40

#1

42

Number of securities for which
*+quotation is sought

Class of *securities for which quotation
is sought

Do the *secunties rank equally in ali
respects from the date of allotment with
an existing *class of quoted *securiies?

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

o 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 ense of reatricted 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 securifies
in clause 38)

Number

*Class

* See chapter 19 for defined terms.

~$pendix 3b 031008 drp.doc
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New issue announcement

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 o 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.

° 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.

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.

--f-l_. M—E

Sign here: :
(Group Company Secretary)

Date: 30 September 2008.

Print name: ' Glenn Revell .

* See chapter 19 for defined terms.
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UIAG

Insurance Australia Group

3 October 2008

Manager, Company Announcements Office SEQ

ASX Limited ' Mgil Procassing

Level 4, Exchange Centre Saection

20 Bridge Street _ Frby e g .

SYDNEY NSW 2000 SRR
HMashingion, DC

Dear Sir’fMadam, 1mE

INSURANCE AUSTRALIA GROUP LIMITED (“IAG”)

Notice of Annual General Meeting 2008
Annual Report 2008
Annual Review 2008

Please find attached |AG's 2008 Notice of Annual General Meeting.

The Annual Report and Annual Review will immediately follow and each will be
lodged separately.

Mailing of the above documents to shareholders commenced today. In the
meantime, copies of these documents will be available at IAG's website

www.iag.com.au.

Yours sincerely

Glenn Revell
Group Company Secretary

Insurancs Australia
Group Limited
ABN 60 090 739 523

388 George Street
Sydney NSW 2000
Australia

T +61 (0)2 9292 9222
www.iag.com.au
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ANNUAL REPORT 2008

This anrual report provides Insurance
Australia Group's (IAG) financial report
and ather detailed information relating
to the 2008 financial year. |1AG has

also published a separate annual review
which provides a summary of IAG's
operational performance, relating 1o
financial and non financial measures.

If you have not received IAG's annual
review, an interactive version is available
at www.iag,.com.au/results or you can
request a copy to be posted by contacting
I1AG"s Share Registry {see insice back
cover for contact details).
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FINANCIAL SUMMARY.

All financial information for 2004 was prepared under previous Australian Ascounting Standards

{before applying internationa: Financiat Reporting Standards).

2008 2007 2006 2005 2004
M ™ M M M

Gross writien premium 7,793 7,381 6,435 6,673 6,427
Gross earned premium 7,765 7,207 6,537 6,561 6,265
Reinsurance expense {470) {464) (405} (417) {402)
Net earned premium 7,295 6,743 6,132 6,144 5,863
Net claims expense {5,155) (4,474) {3,900) (4,080} (3,815)
Underwriting expenses {2,124) {1,862} {1,699) {1,624} (1,500)
Underwriting profit 16 407 533 430 548
Investment income on assets backing insurance liabilities 432 360 310 516 244
Insurance profit 448 767 843 946 792
Investment income from equity holders' and external funds® 41 320 537 500 508
Other operating revenue 487 463 218 179 216
Share of net profit/(loss) of associates (3) 5 2 - -
Finance costs (101) (119) {86} (69) {87
Corporate and administration expenses (601) (455) {265} {258) (268)
Amortisation expenses and impairment charges
of intangible assets and goodwill® (407) (73}, (14) {13) (118)
Financial services and life insurance result (net) - - - - 18
Gain on disposal of ClearView retirement services - - - - 61
Profit/ (loss) before income tax (136) a08 1,235 1,285 1,152
Income tax expense {90) (279) (373) (357) (346)
Net profit/{loss) {226) 629 862 928 806
Net profit attributabie to minority interests {35) {77} (103) (147) {141)
Net profit/{loss) attributable to equity holders of
Insurance Australia Group Limited {261) 552 759 811 665
Ordinary equity holders™ equity {($ million} 4,204 4,660 3,491 3,378 2,999
Total assets ($ million} 19,380 21,837 16,972 17,102 16,291
PRL&IUM GROWTH
‘Gross written 5.6% 14.7% {3.6%) 3.8% 24.8%
Net eamed B8.2% 10.0% C{0.2%) 4.8% 26.5%
KEY [ATIOS
Loss ratio 70.7% 66.4% 63.6% 66.6% 65.1%
Expense ratio 29.1% 27.6% 27.7% 26.4% 25.6%
Combined ratio 99.8% 94.0% 91.3% 93.0% 90.7%
Insurance margin®t 6.1% 11.4% 13.7% 15.4% 13.5%
After tax return on ordinary equity™ {5.9%) 13.5% 22.1% 24.5% 21.1%
SHARL INFORMATION
Dividends per ordinary share—fully franked {cents) 22.50 29.50 42.00 26.50 22.00
Basic eamings per ordinary share {cents) {14.29} 32.79 47 .66 49.31 37.87
Ordinary share price at 30 June ($) (ASX: 1AG) 3.47 5.70 535 6.01 5.00
Reset preference share price at 30 June ($) (ASX: IAGPA) 85.00 99.80 101.80 103.90 104.70
Reset exchangeable securitles price at 30 June ($) (ASX: IANG} 81.89 100.09 100.00 99.00 n/a
Issued ordinary shares (million shares) 1878 1,794 1,595 1,584 1,591
Issyued reset preference shares (million shares) . 4 6 6 8 6
Market capitalisation {ordinary shares) at 30 June {$ million) 6,517 10,226 8,533 9,082 7.954
Net tangible asset backing per ordinary share ($) 0.93 0.90 1.22 1.18 Q.86

{if This included an unrealised gain on embeddes derivatives of $69 million for 2008.

(i) Thes included impairment charges for agquired identifiabla intangible assets and googwiil of $342 million for 2008.

(i} Insurance margin is a rato of nsurance profit over net earned premium,

{iv] Net profit/(loss) attributable to ordinary equity holders to average ordinary equity holders” equity.
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GOVERNANCE.

ITEM 1. IAG'S APPROACH TO
CORPORATE GOVERNANCE

A. EVOLVING FRAMEWORK

The Group is committed to attaining a high fevel of corporate
governance 1o ensure the future sustainability of the organisation
and to create long term value for its shareholders. To achieve
this, the Company promotes a culture that rewards transparency,
integrity, meritocracy, teamwork and social responsibifity.

The key corporate governance practices followed by the

Group and its people ere summarised below. They are not

an exhaustive list of all corporate governance practices in
place. Copies of IAG’s board and board committee charters
and key corporate governance policies can be found on IAGs
website at www.iag.com.au. .

8. REGULATORY ENVIRONMENT

The regulatory environment in which the Group conducts its
business continues to have a major influence on the Group’s
corporate governance practices. Sound regulatory regimes are
required to assist with stability and sustainability of the general
insurance sector in the countries the Group operates or intends
1o operate.

The Group believes that active engagement with governments,
regulators and industry and professional groups ensures that
the interests of the Group and its stakeholders are property
considered in the formulation of proposals to improve corporate
governance, the general insurance prudential regime and

ASX CORPORATE GOVERNANCE PRINCIPLES AND RECOMMENDATIONS
. Lay solid foundations for management and oversight

. Structure the board to add value

. Promote ethical and responsible decision making

. Safeguard integrity in financial reporting

Make timely and batanced disclosure

. Respect the rights of shareholders

. Recognise and manage risk

. Remunerate fairly and responsibly
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insurance industry practices. In this context, the Group strives for
regulation that enhances, rather than stifles. competition; protects
consumers; encourages efficiency; and promotes and sustains
public confidence in general insurers and their products.

In the past year, the Group has again actively participated

in the debate to improve Australia’s corporate governance
regime, making submissions to Federal and State Government
committees and enquiries and regulators in retation to

new iegislation and regulation affecting the general insurance
industry. The Group has also participated in & number of reviews
of the New Zealand (NZ) regulatory and legislative framework.

In addition, IAG representatives continued to participate in
forums, working parties and committees of domestic and
overseas insurance industry associations, accounting and
actuarnial professional bodies to help formulate responses to
proposals to improve corporate governance, risk management,
prudential and financial reporting standards and practices that
have particular application to the general insurance industry.

The Group has ¢hosen to adopt early the Australian Securities
Exchange (ASX) Corporate Governance Council's Corporate
Govemance Principles and Recommendations (2nd edition)
(Principles) and report against them in this corporate-
governance statement.

Throughout the reporting period, the Group has complied
with the Principles.

WHERE YOU CAN FIND COMMENTARY
ON HOW IAG APPLIES THESE PRINCIPLES

ltems 2A and 8A

Items 2B-2G and 4

tems 5A-5B and 9

ltems 4A, AC and 7C

ltems 5 and 6

ftem &

tems 4D and 7

ltems 4B, 8 and pages 16 to 29 of the remuneration report
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A. ROLES AND RESPONSIBILITIES

The hoard

The board is accountable to shareholders for the performance,
operatidns and affairs of the Group. The board's principal role is
to govern, rather than manage, the Group.

The directors represent and serve the interests of the
shareholders and collectively oversee and appraise the strategies,
policies and performance of the Group.

The board is responsible for aversight of the Group, including:

= driving the strategic direction of the Group by setting goals
and policies, and approving Group strategies and the annual
corporate plan;

® selecting, regutarty evaluating and, if necessary, replacing the
chief executive officer {CEO)

® sefting the Group’s risk appetite;
monitoring management’s perfarmance and the exercise
of the board's delegated authority;

| appointing and, where appropriate, removing the Group
chief financial officer (CFO) and the company secretary:

8 reviewing CEQ, CFO and senior management succession
planning;

a providing advice and counsel to senior management;

& selecting appropriate candidates and recommending to
IAG shareholders the election or removal of directors;

= evaluating board processes and performance of the board
as a whole, as well as contributions by individual directors;

® monitoring financial performance and reporting:

@ approving significant corporate initiatives including major
acquisitions, projects and divestments and capital
management transactions;

m reviewing the adequacy of systems tp comply with all laws
and regulations which apply to the Group and its businesses;

®  monitoring key risk areas by ensuring the implementation of
a suitable risk management and internal controls framework;

B ensuring that all relevant legal and commercial requirements
are met in terms of proper reporting and disclosure; and

B sefting standards for and ensuring that proper govemance
practices {including appropriate standards of ethical behaviour,
corporate governance, social and environmental responsibility)
are adhered to at all times. ’

The chlat executive officer

The board has delegated responsibility for the overall
management and performance of the Group, including all the
day to day operations and administration of the Group, to the
CEQ, who is responsible for:

m fostering a culture that rewards transparency, integrity,
meritocracy, teamwork and social responsibility,

B ensuring the ongoing dévelopment, implementation and
monitoring of the Group's risk management and internal
controls framework;

& ensuring the board is provided with accurate and clear
information in a timely manner to promote effective decision
making by the board; and

i ensuring all material matters affecting the Group are brought
to the board's attention.

The CEQ manages the Group in accordance with the policies,
budget, corporate plan, and strategies approved by the board, and
has the power to manage the Group, subject to the limits set out
in the Charter of CEQ Delegated Authority Limits (a copy of which
can be found annexed to the JAG Board Charter on 1AG’s website
at www.iag.com.au).

The chairman ,

The chairman provides leadership to the board and the Group.
The chairman presides at board and general meetings of the
Company. The chairman is responsible for ensuring the board
discharges its role and works closely with the CEQ in that regard.
The roles of the chairman and the CEO are separate.

Structure and composition

The Company's Constitution provides for a minimum of three
directors and a maximum of 12 or less directors as determined by
the directors from time to time. The directors have determined that,
for the present, the maximum number of directors is eight.

The board currently comprises seven non-executive directors and
one executive director, Michae! Wilkins.

The board considers its size and composition at least
annually. In considering the size and composition of the
board, directors consider, among other things:

® the nature, size and complexity of the Group; and

» the efficiency and effectiveness of the board, balancing the
need to have sufficient skills and expertise to futfil the needs
of the board and all its committees, with the need to maintain
a board size where all directors can effectively participate and
contribute,

The names of directors in office at the date of this report,

their year of appointment, their designation as a non-executive
independent or executive director and their experience, expertise
and biographical details are set out on pages 9 to 11.

The board from time to time and as considered appropriate,
engages reputable recruitment consultants to assist the board
to identify suitable candidates for appointment to the board.

Director independence

The board has determined that the board must be comprised

of a majority of independent non-executive directors and that the
chairman must be an independent non-executive director.

The board witl determine whether each director is independent,
using the principles outlined in its charter.

independence will be taken to be met under the Charter when
a director is a non-executive director and:

@ is not a substantial shareholder of the Company {a shareholder
with 5% or more of the issued voting shares) or associated
directly with a substantial sharehotder of the Company;

g has not within the last three years been employed as an
executive of the Company or any of its subsidiaries or been
a director after ceasing to hold any such employment;

2 has not within the last three years been associated with,
or a principal of, a material professional advisor or material
consultant to the Group, or an employee materially associated
with the service provided;

@ is not a material supgplier or customer of the Group, or an
officer of or otherwise directly or indirectly associated with
a material supplier or customer;

@ has not served on the board for a period which could, or

" could reasonably be perceived to, materially interfere with
the director’s ability to act in the best interests of the Group
{as determined by the board in the case of each director); and

@ is otherwise free from any interest and any business or other
relationship that could, or could reasonably be perceived to,
materially interfere with the director’s ability to act in the best
interests of the Group.

The directors have determined that an arrangement is material
where the value of goods or services pravided to the Group in

the past three years accounts for 5% or more of the consolidated
gross revenue or consolidated expenses of either the Group or the
supplier/customer’s corporate group over that three year period,

Non-executive directors are required to confirm their independence
periodically while they remain in office. All current non-executive
directors have confirmed their continued independence.

Potentlal confllcts of interest

Where the board is required to approve a transaction or
arrangement with an organisation in which a director has

an interest, the relevant director must disclose their interest

and abstain from voting. Directors with potential conflicts do

not serve on any board committees that are appointed to provide
oversight of the implementation of transactions or arrangements,
in which the other organisation plays a role.



The Group encourages continuing professional education for each
of its directors. All directors are expected to remain up to date

in relation to issues affecting the Group, the general insurance
industry and their duties as directors.

New directors and senior executives have access to an orientation
programme to introduce the exegutive team and detail the Group's
businesses. Orientation includes individual meetings with the
CEQ, Group executives and other senior management as well

as site visits by new directors.

101" workshops are conducted regularly to assist directors’
education on topics which include fundamentals of general
insurance, reinsurance and investment management. -

Executive directors appointed to subsidiary and associated
company boards are required to undertake director training and
to demonstrate that they bave undertaken ongoing development
and training to continue to effectively and competently perform
their roles as executive directors.

D. TENURE

It is expected that directors will continue as directors only for so
long as they have the confidence of their fellow board members
and the confidence of the Company’s shareholders.

In September 2003, the board introduced a tenure policy to apply
to non-executive directors to ensure the toard comprises directors
who collectively have the relevant experence and skills required
and assist in maintaining the independence of the board. The
policy today, amongst other things, provides that the standard
tenure for a non-executive director would be up to 10 years,
although the board has the discretion to invite directors to stand
for an additional term which may take their total tenure beyond

10 years.

Tenure includes the aggregate period of service with the Company
as well as service on the board of Insurance Australia Limited
({formerly NRMA Insurance Limited) accrued prior to service as

a director of the Company.

TERM IN OFFICE AT AG

NON-EXECUTIVE DIRECTORS {AT THE DATE OF THIS STATEMENT)
lames Strong 7 years
Yasmin Allen 3 years and 9 months
Philtip Colebatch . 1 year and 8 months
Hugh Fletcher 1 year
Neil Hamiiton* 8 years and 2 months
Anna Hynes 1 year
Rowazn Ross* 8 years and 1 month
Brian Schwartz 3 years and 8 months
Philip Twyman ~ Appointed 9 July 2008

*  Nell Hamilon and Rowan Ross retired from the boamd on 31 August 2008,

E. APPOINTVIENT TERMS

Formal appointment letters have been issued to each non-executive
director, including the chairman, to assist individual directors in
understanding the role of the board and the corporate governance
principles adopted by the board. The letters formally document

the basis of each director's appointment, inchuding the standard
term of their appointments and, where applicable, the cessation

of further accrual of retirement benefits.

The appointment letters also provide for:

E the right of nonexecutive directors to, upon providing prior
notice to the chairman, obtain independent professional
financial and legal advice, at the Company’s expense,
to assist with discharging their duties efficiently;

£ measures used, and the processes to be applied, by the board
to assess the individual performance of directors, details of
which are set out in section F; and

& the expectation that directors will abide by the Company’s
Code of Ethics, Continuous Disclosure Policy and
Security Trading Policy.
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The Nomination, Remuneration & Sustainability Commitiee
{NRSC}) conducts a formal review of the board's performance,
composition and size at least every three years. A formal review
of individual directors’ performance was conducted in June
2005, with assistance and input from an independent board
performance expert, The review process involves the completion
of questionnaires by directors and Group executives, the colflation
of results and discussion with individual directors and the board
as a whole ied by the chairman.

Each director's performance is subject to evaluation by the
chairman annually by discussion between the chairman and
the director. Individual directors also evaluate the chairman's
performance annually.

Measures of a director's perfarmance will include:

a contribution of the director to board teamwork,

B contribution to debates on significant issues and proposals;

8 advice and assistance given to management;

a in the case of the chairman’s performance, the fulfilment of his
or her additional role as chairman; and

8 input regarding regulatory, industry and social developments
surrounding the business.

G. BOARD OPERATIONS

The board meets formaily at least eight times during the year.
Scheduled board meetings are planned to be held interstate and
in NZ annually.

Directors were also involved in a number of additionat board

-meetings for specific purposes which, during the past year,

principally refated to the Group’s response to a takeover proposal
from QBE Insurance Group.

The board meets each September with the Group's executive team
1o review the Company's strategic plan and to set the Company's
overall strategic direction.

Directors are encouraged to bring to board meetings

objective independent judgement in relation to the matters
under consideration, ask incisive, robust questions and require
accurate, honest answers.

The board has unfettered access to Group executives, senior
management and advisers.

Directors’ attendance at board and committee meetings held
during the year are shown at page 12 in the directors’ report.

As part of the operation of both the board and standing board
committees, directors set aside time in meetings from time to
time to meet without the CEC and/or management representatives
present. The board usually also meets with the CEO {without other
executive management present) at the commencement of each
scheduled board meeting.

Senior management representatives frequently attend board
meetings at the board’s invitation. Directors receive agendas,
board papers and minutes in advance of meetings in hard copy
form or may access and download this information from a secure
website established for this purpose.

ITERN 3. COMPANY SECRETARIES

The Company has appointed two company secretaries who
are responsible 1o the board for ensuring board procedures
are complied with and who also provide advice and counsel
to the board in relation to the Company’s Constitution,

corporate governance, investor relations and other matters.

The qualifications and experience of 1AG’s company secretaries
are set out at page 11.




The Company has three standing board committees, each with
charters and established operating procedures. Copies of the
committee charters, each of which was updated during the past
year, are available on 1AG’s website www.iag.com.au.

A. COMMITTEE PROCESSES

All standing board committees are required to have at least three
members and currently comjrise only independent non-executive
directors. Each committee meets at least four times each year.

The committees have unfettered access to Group executives,
senior management and advisors. The CEQ, Group executives
and senior management are invited 10 meetings as required.
All directors have access to committee papers and may attend
any committee meeting.

The chairs of the committees give oral reports on outcomes at
the board meeting immediately following each committee meeting
and copies of all committee minutes are made available to the
full board.

Each committee annually reviews fulfilment of its responsibilities
under its respective charter. Performance of each committee

is reviewed at the same time as the board conducts its review
of performance.

B. NORIINATION, REMUNERATION & SUSTAINABILITY
COMMITTEE

The four members of the NRSC are currently Brian Schwartz
{Chairman}, Yasmin Allen, Rowan Ross until 31 August 2008
and James Strong.

The main responsibilities of this committee include:

& formally reviewing board performance, size and composition
at least every three years, and recommending candidates for
appointment to the board;

@ providing assistance to the chairman on the review
of the performance of individual directors and making
recommendations on the operation of the board;

® approving the Group's remuneration policies and governance
practices relating to directors’ and executives’ remuneration,
succession planning and incentive schemes, recruitment,
retention and termination policies;

@ making recommendations to the board in respect of the
remuneration of non-executive directors of the Company and
the CEQ including incentive and eguity based remuneration;

@ approving the remuneration of nonexecutive directors
appointed to subsidiary and associated companies” boards
and committees and to executive committees as well as
the direct reports to the CEQ;

B reviewing management succession and leadership
development plans for executive and other key management
positions;

@ reviewing the continuous improvement of human resource
policies and practices against relevant benchmarks to achieve
best practice; .

@ providing oversight on how the Group ensures it acts with a
high standard of social, environmental and ethical responsibility
and making recommendations to the board and management
in relation to policies for these areas to enhance the corporate
reputation and business performance of the Group:

@ monitoring how effectively the views of 1AG's key stakeholder
groups {people, customers, community and shareholders)
are considered, compliance with 1AG's published social,
environmental and ethical responsibility policies and practices
and the level of their integration into the business; and

considering the social, environment and ethical impacts of the
Group's business practices and setting standards for social,
environmental and ethical practices.

C. AUDIT COMMITTEE
The three members of the Audit Committee are currently
Yasmin Allen {Chairman), Hugh Fletcher and Brian Schwartz,

All three members have financial management experience and
one has accounting experience,

s assisting the board and insurer subsidiary boards to discharge
the responsibility to exercise due care, diligence and skill in
relation to the integrity of the Group’s internal and external
financial and statutory reporting;

@ reviewing the appropriateness of the Group’s accounting
policies and principles and monitoring the application of
accounting and actuarial standards, policies and practices
in the preparation of full and half year financial and
statutory reports;

@ reviewing and assessing significant estimates and judgements
in financial and statutory reports and monitoring management
processes for ensuring compliance with laws, regulations
and other requirements relating to the Group's external
financial and statutory reporting;

& - assessing information from the external auditors, internal audit
and risk and comptiance fungtions that affects the quality of
extemnal and internal financial and statutory reports;

@ reviewing external auditor engagement, remuneration,
' independence and effectiveness;

# making recommendations to the board on the appointment,
reappointment, removal and remuneration of the external
auditor and monitoring his/her effectiveness;

|8 monitoring compliance with an agreed framework for dealing
with the external auditor’s firm for the provision of other
services to ensure that such services and any relevant
relationships do not compromise their objective and
impartiat judgement;

a approving the internal annual audit plan and monitoring
rogress against the plan;

&8 monitoring the independence and effectiveness of the internal
audit function and overseeing adherence to the Group Internal
Audit Charter,

2 making recommendations to the board on the appointment
and removal of the Group's appointed actuaries; and

reviewing the terms of appointment, reappointment and
removal of the Group's external peer review actuary.

The Audit Committee is also empowered as the audit committee
of IAG's subsidiaries that are authorised general insurers in
Australia, except for Insurance Manufacturers of Australia Pty
Limited (IMA), which has a separate Audit, Risk Management &
Compliance Committee. In addition, the Audit Committee acts
as the audit committee for iAG Finance (New Zealand) Limited,
a company with debt securities listed on the ASX.

D. RISK MANAGEMENT & COMPLIANCE COMMITTEE
The four members of the Risk Management & Compliance
Committee (RMCC) are currently Rowan Ross (Chaimmany
until 31 August 2008, Phillip Colebatch, Anna Hynes and
Neil Hamilton until 31 August 2008.

The main responsibilities of this committee include:

8 reviewing and recommending for approval by the board the
Group's Risk Management Strategy (RMS) and Reinsurance
Management Strategy (REMS);

uw overseeing the Group's risk management systems, practices
and procedures to ensure effectiveness of risk identification
and management, and compliance with internal guidelines and
external requirements;

@ receiving reports from management on the Group's risk
management framework to identify, assess and monitor all
material group risks, inctuding: strategic, market {including
investment, derivatives, liguidity), insurance {including
product, pricing, underwriting, liability, claims management
and reinsurance risks), credit and operational risks, to
ensure the effective management of all such risks;

@ reviewing and receiving reports from management in relation
1o the effectiveness of the Group's risk management
framework and internal contro! systems,;

2 reviewing and monitoring the effectiveness of, and approving
the terms of reference for, key risk management governance
frameworks, including management committees;



the implementation of reinsurance renewal strategies;

approving, in conjunction with the Audit Committee, the internal
annual audit plan and maonitoring progress against the plan;

B making recommendations to the board on the appointment and
rernoval of the head of group risk & compliance and monitering
his/her effectiveness;

®m ensuring that a properly rescurced risk management and
compliance framework and structure exists throughout the
Group and that appropriate reporting and monitoring systems
are in place;

@ ensunng that policies and procedures are in place for Group
employees to confidentially raise concerns and that these are
appropriately addressed;

& approving the scope, cover and cast of the Group’s corporate
insurance program; and

® reviewing the Group's crisis management, business continuity
and disaster recovery plans.

The RMCC is also empowered as the risk management and
compliance committee of 1AG's subsidiaries that are authorised
general insurers in Australia, except for IMA, which has a separate
Audit, Risk Management & Compliance Committee.

ITEM 5. PROMIOTING ETHICAL AND
RESPONSIBLE DECISION MAKING

The Group takes ethical and responsible decision making very
seriously. it expects its employees and directors to do the same,
as reflected in its internal Groupwide ethical principles, outlined in
the IAG Code of Ethics, The Way We Choose {0 do Business.

A. {AG CODE OF ETHICS

The 1AG Code of Ethics has been developed to provide alf Group
employees with a framework to make good, informed business
decisions and to act on them with integrity. The Code sets out the
principles to guide the behaviours of every employee in the Group.
This means that when the Group's stakeholders interact with its
employees they should feel assured that employees will act in a
responsible, ethical, transparent and honest way, wherever the
Group operates.

The Code applies to ali-employees of entities where IAG has
majority ownership or which are otherwise to be considered IAG
subsidiaries and to all non-executive directors.

In some regions, the IAG Code of Ethics is also supported by
a Code of Conduct which provides more specific guidance for
operating in the local legal and regulatory environments.

Copies of the Codes of Conduct for Australia and NZ are available
at the Group's website www.iag.com.au.

B. WHISTLEBLOWING

Employees are encouraged to raise any material matters of
 concern through the Group's management structure as part of the
Group's objective of building a culture where people perform their
duties in an ethical and approgriate manner,

The Group is proactive about preventing, detecting and
investigating all instances of suspected serious inappropriate
behaviour. ActionLine, an independent whistieblowers' hotline, was

introduced to capture the most serous incidents of inappropriate

behaviour within the organisation and to encourage employees 1o
raise other material matters of concern that they believe have not
been appropriately addressed through the Group's management
structure. This can be done anonymously through the external
provider via web application, telephone, email and facsimile.

€. CONTINUOUS DISCLOSURE POLICY AND

SECURITY TRADING POLICY

The Group’s Continuous Disclosure Policy and Security Trading
Policy reinforce its commitment to continuous disclosure, as well
as the responsibility of all employees regarding inside information
and instder trading.

The Continuous Disclosure Policy includes a protacol outlining
how information is reteased to the public and provides examples
of what could constitute inside information.

The Security Trading Policy sets the framework for employee
dealings in 1AG securities, and aims t0 prevent employees from
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that directors, Group executives and designated employees

may only trade in 1AG securities in the four week trading window
beginning two trading days after the Group's half year and full
year results announcements and the annual general meeting
{AGM} or any other period approved by the board, subject to these
persons not being in possession of inside information as defined
by the law.

In addition, IAG directors, Group executives and certain designated
executives may only trade in 1AG securities in these periods after
they have received prior consent from the NRSC and complied
with any conditions on trading in |AG securities that the committee
imposes, subject again to not being in possession of inside
information as defined by the law.

Each of the {AG directors is required 1o notify the Company of
the existence of any margin ioans or similar financial products
1o which they or their associates are a party in relation to any
IAG securities where the percentage of a class of IAG securities
held by the |AG directors in aggregate exceeds 1% of the total
number of securities on issue,

Designated persons including IAG directors and Group executives
may not enter into transactions or arrangements that operate

te limit the economic risk of unvested entitlements {such as
performance award rights and deferred award rights) to 1AG
securities. In addition these designated persons must notify the
NRSC before entering into transactions in associated products
which operate to limit the economic risk of their vested secuﬁty
holdings in the Company.

Copies of the Group’s Security Trading Policy and Continuous
Disclosure Policy are available at www.iag.com.au.

Directors and management are encouraged to assist in the
process of the board identifying, evaluating and reporting on
matters to comply with the provisions of the Comporations Act
and the ASX Listing Rules in relation to continuous disclosure
50 as to keep markets fully informed.

ITEM 6. SHAREHOLDERS

In keeping with the Code of Ethics and the spirit of continuous
disclosure, the Group is commitied 1o ensuring shareholders
are informed of significant developments for the Group. Regular
announcements to the ASX are posted on IAG's website,
www.iag.com.au.

In accordance with its Continuous Disclosure Policy, |AG is
committed to ensuring all investors have access to information
on |IAG's financial performance. AG posts on its website

all investor and media material released to the ASX, including:

e annual and interim reports,;

a investor and media releases and presentations of half and
full year results;

@ investor and media releases and presentations to the AGM;
g notices of general meetings and explanatory material;

m webcasts of CEQ and CFO presentations at half and full year
results and the AGM;

& the chairman’s and CEQ’s addresses to the AGM;

a@ investor and media releases and presentations regarding
divestments and acquisitions,

a investor and media presentations given at investor strategy
sessions and other one off events; and

g al other information released to the market.

Copies of all ASX announcements, media releases and financial
information since the Company was listed on the ASX in 2000
are available on the Company's website.

There are approximately 58,000 shareholders who have
registered their email address to be advised when shareholder
communications including the annual and half year reports,
dividend advices and holding balance statements are available
electronically. The Company has recently introduced a new email
system to alert security holders who register for this service when
new media releases, financial announcements. presentations and
annual reports are released to the market by the Company.




delivering information to shareholders and the market. Formal
communication with shareholders is also conducted via the
annual report, annual review, half year report and at the AGM,

The Group is mindful of the need to consider best practices in the
drafting of notices for general meetings and other communications
with shareholders to ensure that its notices of meetings are
honest, accurate, informative and not misleading,

Electronic proxy and direct voting are available to |AG shareholders
and help to facilitate ease and timeliness of and lodgement

by shareholders of their voting on resolutions to be put to

general meetings.

Shareholders are encouraged to attend general meetings and ask
questions of the chairman and the board.

The external auditor attends general meetings and is available
to answer shareholders' questions concerning the conduct of
the audit, the preparation and content of the auditor's report,
the accounting policies adopted and audit independence.

" Shareholders may raise any issues or concerns at any time
by contacting the Company. Sharehoiders should email their
questions or comments to investor.relations@iag.com.au
or write to the chairman or company secretary at Insurance
Australia Group Limited, Level 26, 388 George Street,
Sydney NSW 2000, Australia.

ITEM 7. RISK MANAGEMENT

Managing risk is central to the sustainability of the Groups
business and delivery of value to shareholders. The Group's
risk management framework is based on the interaction of
the oversight structure, internal policies, key management
processes and culture,

The underlying principles that infiuence the Group’s approach
to risk management are:

m risk is part of business—risk management is not about trying
to avoid all risks, rather risks need to be identified, understood
and assessed against the levels of risk the Group is willing to
take, and appropriately managed and monitored; and

@ a proactive risk management culture provides the foundation
for appropriate and sustainable risk management.

A. OVERSIGHT STRUCTURE

The following key forums and roles oversee the Group's
management of risk, These are summarised below and detailed
in approved charters and role descriptions.

The Executive Committee {EXCo) provides the operational
oversight and management of the Group’s risks and risk
management framework.

The EXCo is responsible for:

@ reviewing corporate strategies and the performance of the
Group and its business units compared 1o budgets and
corporate plans;

5 overseeing implementation of board approved policies;

a formulating recommendations to the board conceming issues
related to capital management and risk management, including
credit sk and asset allocation;

@ overseeing the ongoing implementation of, and compliance with,
the Group's RMS and REMS and monitoring the Group’s risks;

@ authorising capitat allocation to major projects within financial
delegation limits approved by the board;

i conhducting periodic financiel performance reviews of the
Group's businesses, .

a reviewing the Group's performance in the areas of heaith,
safety, environment and community performance;

g reviewing risk governance arrangements established by the
Group’s corporate office and business units;

@ reviewing human resource performance and reward strategies;
and ’

@ promoting and reinforcing the Group's risk management culture.

The EXCo comprises Michael Wilkins (Chairman) and his Group

executive team.

management structures, including its remaining Group executive
committees, the Asset & Liability and the Underwriting & Pricing
Policy committees, with a view to streamlining these structures.

8. INTERNAL POLICIES

The RMS describes the Group’s overarching risk management
policy. This includes risk governance processes, the Group's risk
appetite, key accountabilities and minimum standards relating

to key risk management processes. The RMS also highlights the
operational policies governing the required management of certain
categories of risk, outlined in the diagram ‘1AG's risk categories’,

The main aim of the RMS is to describe the risk management
framework within the Group. The RMS is a primary input to, and
evolves with, |AG's corporate strategy.

it is a statement of minimum acceptable standards for managing
the full spectrum of risks associated with pursuing the Group's
corporate intent.

The RMS is reviewed annually by the RMCC before being
recommended for adoption by the board.

C. KEY RISK MANAGEMENT PROCESSES
The board and management employ the following key processes
to meet, as well as monitor, the requirements of the Group’s RMS.

Managemant assurance framework

This is a framework of self assessment questions posed

every six months to, and answered by, management relating

to the effectiveness of risk management processes and
internal controls. The answers support the CEQ, CFO and board
declarations on risk management, internal control and external
financial reporting.

The board has received assurance from the CEQ and CFO that
the declaration provided in accordance with section 295A of
the Corporations Act 2001 is founded on a sound system of
risk management and internal control and that the system

is operating effectively in all matenal respects in relation to
financial reporting risks.

Underpinning this Group fevel CEQ/CFQO assurance is assurances
received from business unit CEQ’s plus appropriate executive level
management attesting to the effectiveness of business unit risk
management and internal control processes and assurance as to
substantial compliance with the Group’s RMS. In addition to this
periodic assurance process, the Group's risk management and
internal audit functions provide regular reports to the RMCC and
Audit Committee on the operation of the Group's risk management
framework, the status of key risks in relation to the Group’s risk
appetite, details of significant audit findings, risk and compliance
incidents, and risk framework changes.

INTERNATIONAL RISK MANAGEMENT FRAMEWORK

I1AG board
Risk Management
& Gompliance Committee (RMCC)
Audit Committee
MNomination, Remuneration
& Sustainability Committee {NRSC)

Subsldiary boards and audit/
risk/compliance camamittees

Customers

BOARD

Shareholders Executive Committee (EXCa)

Group Underwriting &

Pricing Policy Commintee {UPPCo)
Group Asset &
Liability Committee {ALCo)

EXECUTIVE
COMMITTEES

Community

CEOQ. CFO
Corporate treasurer
Group risiy/regional CRO functions
Group legal
Extemnal/appointed auditor
Intemnal audit

Appoimed & extemat
peer review acluaries

GVERSIGHT ROLES

Business unit risk functions
OHA&S representotives
Project managers
All managers
Entire workforce

EXECUTION ROLES



Each business unit identifies, assesses, and designs controls and
related action plans for risks to achieving business objectives.

Risk roporting
Reporting on risk management initiatives and issues is
suppilied to:

® EXCo by each business unit;
& the RMCC and Audit Committee; and
B regulators and industry groups, where relevant and appropriate.

In addition, the RMCC and Audit Committee receive regular reports
monitoring the status of the Group’s risk appetite and enterprise
risk profile which shows trends of each of the Group material risks
and their estimated impact on the Group.

Internal audit

Internal independent reviews of key risk areas, processes, projects
and management assertions about risk management and internal
control are undertaken by the internal audit function (group audit
& risk}. The head of this function reports to the group executive,
corporate office and the Audit Committee.

Independent auditor's reviews
External independent reviews of key financial risk areas, processes
and issues are also carried out by the independent auditor.

0. CULTURE

The board and management actively promote 3 culture of integrity,
transparency, teamwork, meritocracy, and sociat responsibility, and
encourage early and open communication of risk. To facilitate this
culture, open access is provided to the CEQ and the chairs of the

board and its standing commitiees.

In particular, the Group has established:

w mechanisms for rapid escalation of important matters to
relevant executives and/or board members;

& performance incentives for management aimed at encouraging
a proactive risk management culture; and

@ a whistleblowing process through ActionlLine.

ITEM 8. RENVIUNERATION FRAMEWORK

Details of the Group's remuneration policies for its non-executive
directors and executives, the relationship of these policies to
1AG's performance and details of the remuneration paid to the
nonexecutive directors and to relevant executives are disclosed
in the remuneration report on pages 16 to 29.

A. PERFORMVIANCE ASSESSMENT—EXECUTIVES
Financial and non financial goals are set for each executive in
conjunction with the CEQ at the commencement of each financial
year. The goals are stretch goals and are designed to encourage
executives to strive for exceptional performance. Measunng
achievement against these goals is the basis for assessing an
individual executive’s performance. At the end of the financial
year the CEQ completes a formal review of each executive’s
performance. This assessment is the basis for determining
any short term incentive payments and for allocating long
term incentives, both of which require approval by the NRSC.
Financial and non financial goals and performance of the CEQ
are determined and assessed by the board using the approach
- outlined above.

Performance evaluations for senior executives took place during
the past year in accordance with the above process.

Further detail on short and long term incentives of the
CEO and executives are set out in the remuneration report
on pages 17 to 20.
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The Group recognises that its business has an impact on

the community, the environment and the wider economy, and
believes it must operate in a way that responds to these impacts
effectively to meet its commitments to shareholders, customers
and employees.

The Group is committed to ensuring it has appropriate policies and
agreed practices 1o guide its actions, including employee practices,
conduct in the marketplace, environmental care, govemance and
ethical conduct, cccupational heaith and safety, human rights and
community invohlverment.

The Group reports annually on its social, economic and
environmental performance against a series of indicators. This
year, the results of sustainability performance will for the first
time be incorporated into the annuatl review. This demonstrates
the ongoing commitment to ensuring sustainability issues are
considered as part of IAG's overall performance. The results
across the indicators can also be found at 1AG’s website,
www.iag.com.au,

Ongoing stakeholder dialogue is a key element that drives the
Group's sustainahility based initiatives. |AG has continued to
undertake extensive stakeholder dialogue on key issues and
activities in the business. IAG conducts ongoing research of
stakeholder perceptions of the Group’s sustainability work, and
regutarly tests the extent to which stakeholders believe that 1AG is
successfully addressing relevant social and emvironmental issues.
In the 2008 1AG employee engagement survey, Your Voice, B0% of
I1AG's employees in Australia responded that they value 1AG’s focus

on balancing its social, environmentat and financial responsibilities.

The Group's Expert Community Advisory Committee, established
in 2008, has advised Group executives throughout the year on
economic, social, environmental and cultural issues that may
impact the Group's standing within the communities in which

it operates.

Finally, through some of IAG's major operating brands such

as NRMA Insurance, SGIO and SGIC, several customer offers
encourgge positive sustainability outcomes and appeal to
customer attitudes. For example, NRMA insurance, SGIO and
SGIC continue to offer lower motor insurance premiums for hkighly
fuel efficient vehicles, plus offer opportunities for customers to
offset the carbon emissions from their vehicles via the Climate
Help website (available at www.climatehelp.com.au).

1AG will continue to investigate and implement practical customer
offers that make business sense and have concurrent social and
environmental benefits.

IAG'S RISK CATEGORIES

Corporate
Operational and strategic
Reinsurance Underamiting
Credit quality RISK Distribution
MANAGEMENT
FRAMEWORK
Irnvestments . Claims
Bang detivatives . management
Caphak .
management Reserving
Liquidity




DIRECTORYS’
REPORT.

The directors present their report together with the financiat
report of Insurance Australia Group Limited and the consolidated
financial report of Insurance Australia Group Limited and its
subsidiaries for the financial year ended 30 June 2008 and the
auditor’s report thereon.

The following terminology is used throughout the financial report:

IAG, Parent or Company—-insurance Australia Group Limited;
and

1AG Group, Group or Consolidated entity—the Consolidated
entity consists of Insurance Austrafia Group Limited and its

WIANAEINE DIRESTOR
MICHAEL (MJ) WILKINS
BCom, MBA, DLI, FCA

Chief Executive Officer. Age 51.

INSURANCE IHDUSTRY EAPERIE(ICE

Michael Wilkins was appointed as Managing Director and Chief
Executive Officer in May 2008 after holding the position of chief
operating officer and director of IAG since November 2007.

Michael has more than 25 years experience in the insurance
and financial services sector.

subsidianes.

DIRECTORS OF INSIJRANCE AUSTRALIA
GROUP LIWVIIVED

The names and details of the Company's directors in office
at any time during or since the end of the financial year up to
22 August 2008 (date of this report} are as foliows. Directors
were in office for the entire period unless otherwise stated,

Michae! was formerly the managing director of Promina
Group Limited (from August 1999 to March 2007), managing
director of Tyndall Australia Limited, president (from 2003 to
2005) and director of the insurance Council of Australia and
a director of IFSA.

OTHER BUSINESS EXPERIENCE
He is currently a non-executive director of Maple-Brown Abbott
Limited and a former non-executive director of Alinta Limited.

CUAIRUIAN
In 2004, Michael was voted as Qutstanding Chartered Accountant
AY STRO ’
j:‘\)t'ﬂis (44) NG in Business and in 2005 as ANZIIF Insurance Personality of

Independent nonexecutive director. Age 64, the Year.
FISUR ANCE 1ILUS TRy LWPTRIENCE

James Strong was appointed as Chairman of 1AG in August
2001. He is a member of the {AG Nomination, Remuneration
& Sustainability Committee. : .

OTHLR BUSHESS EXPERIEUCE

James is also Chairman of Woolworths Limited, Rip Curl Group Pty
Limited and the Australia Council for the Ans. He is a director of
Qantas Airways Limited and the Australian Grand Prix Corporation.

Directorships of other listed companies held in past three years:
& Promina Group Limited from 1 August 1999 to
20 March 2607;
& Alinta Limited from 18 July 2005 to 31 August 2007; and
& IAG Finance (New Zealand) Limited since 28 May 2008.

James was formerly the chief executive and managing director of
Qantas Airways Limited from 1993 to 2001, group chief executive
of DB Group Limited in New Zealand, national managing partner
and later chairman of law firm Corrs Chambers Westgarth, chief
executive of Trans Austratian Airlines (fater Australian Airlines)
and executive director of the Australian Mining Industry Council.

He has been admitted as a barrister and/or solicitor in various
state jurisdictions in Australia. In 2006 James was made an
Officer of the Order of Australia.

Directorships of other listed companies held in past three years:

® Woolworths Limited since 10 March 2000;

& IAG Finance {New Zealand) Limited since 9 November 2004;
and

@ Qantas Airways Limited since 1 July 2006.



YASNIIN (YA) ALLEN
BCom, FAICD
Independent non-executive director. Age 44.

FISURAMCE INDUSTRY FXPERIENCE

Yasmin Aflen was appointed as a director of {AG in November
2004, She is Chairman of the |AG Audit Committee and a member
of the 1AG Nominatign, Remuneration & Sustainability Committee.
Yasmin served six years on the board of the Federal Government’s
Export Finance and Insurance Corporation.

OTHER BUSIHE SS t XPERIFTICE

Yasmin has exiensive experience in investment banking as an
equities analyst and in senior management. She is currently

a director of Macquarie Specialised Asset Management (and
Chairman of its Audit Committee) and a member of the Salvation
Army advisory board. Yasmin was a non-executive director of
Film Australia.

Yasmin was formerly a vice president at Deutsche Bank AG, a
director at ANZ investment Bank in Australia, an associate director
at James Capel UK Ltd (HSBC Group) and an analyst at Kleinwort
Benson pke investment Bank in the UK.

Directorships of other listed companies held in past three years:
B None.

PHILLIP ( PM.) COLEBATCH
BE {Honw), BSc, DBA, 5
Independent non-executive director. Age 63.

VISURANCE INMDUSTRY FAPERIENCE

Phillip Colebatch was appointed as a director of IAG in January
2007. He is a member of the IAG Risk Management &
Compliance Committee.

Phillip has served on the group executive boards of Swiss Re
and Credit Suisse.

OTHEH HUSIEIESS FXPERIENCE

Prior to joining Swiss Re as division head, capital management
and advisory, he spent 17 years with the Credit Suisse Group
where, in addition to his board position, he served as chief
financial officer and then chief executive officer of Credit Suisse
Asset Management. He has also served as head of European
banking activities for Credit Suisse First Boston. Phillip began his
career with Citicorp in New York and has held a number of senior
investment banking roles at Citicorp in Asia and the UK.

Phillip is a nonexecutive director of Lend Lease Corporation
Limited {appointed December 2005) and Man Group plc.

Directorships of other listed companies held in past three years:

« Lend Lease Corporation Limited since 1 December 2005; and
& Man Group plc since 1 September 2007.
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gic/BLom. Miom (Hoens), MBA
Independent non-executive director. Age 60.

&1 RANCE #IDUSTRY EXPERIERNCE

Hugh Fletcher was appointed as a director of IAG in September
2007 and as a director of the |IAG New Zealand Limited board in
July 2003. He is a member of the 1AG Audit Committee.

Hugh was formerly chairman (and independent director since
December 1998) of New Zealand Insurance Limited and
CGNU Australia,

OTHER BUSIESS EXPERIENCE

Hugh is also a non-executive director of the Reserve Bank of
New Zealand, Fletcher Building Limited, Rubicon Limited and
Vector Limited and Chancellor of The University of Auckland.

Hugh was formerly chief executive officer of Fletcher Challenge
Limited, a New Zealand headquartered corperation with assets
in the global building, energy, forestry and paper industries.
Hugh retired from an executive position in December 1997
after 28 years as an executive, 11 of which he served as

chief executive.

Directorships of other listed companies held in past three years:
@ Fletcher Building Limited since a1 January 2001,

NEIL (MDY HAVIILTON

LB

Independent non-executive director. Age 56.

FISURACH INDOUSTRY ExPERIEMCE

Neil Hamilton was appointed as a director of 1AG in June 2000
and as a director of Insurance Austratia Limited (formerly NRMA
Insurance Limited) in 1999. He is a member of the IAG Risk
Management & Compliance Committee.

OTHER BUSHILSS EXPERIENCE

Neil is also the Chairman of IRESS Market Technology Limited,
Mount Gibson Iron Limited and Northern [ron Limited and a
director of Metcash Limited and Programmed Maintenance
Services Limited.

Neil was formerly the chairman of Western Power Corporaticn.
Directorships of other listed companies held in past three years:
Integrated Group Limited from 2 August 1999 to 8 lune 2007;
IRESS Market Technology Limited since 15 September 2000,

Mount Gibson Iron Limited since 24 Aprit 2007;

Programmed Maintenance Services Limited since
8 June 2007;

Northern Iron Limited since 5 November 2007; and
@ Metcash Limited since 7 February 2008.

[




BS¢ (Hona), NMBA

Independent non-executive director. Age 49.

RISURANCE INDUSTRY B PERIENCE

Anna Hynes was appointed as a director of 1AG in September
2007. She is a member of the |AG Risk Management &
Compliance Committee. Anna was formerly a non-executive
director of Promina Group Limited.

OTHER BUSHIESS EXPERIENCE

Anna has over 20 years experience in general management

and marketing roles in financial services and consumer products
companies. She has worked in the UK, Asia and the USA, as well
as Austratia and New Zealard.

Anna spent most of her executive career at American Express
where she held a number of senior positions, most recently
country head, New Zealand.

Anna was formerly 3 nonexecutive director of Country
Road Limited.

Directorships of other listed companies held in past three years:

m Country Road Limited from 5 February 2003 to
31 January 2006; and

m Promina Group Limited from & December 2004 to
20 March 2007,

ROVJAN (RA) ROSS
BEc, BCom. FCPA. SF Fin
Independent non-executive director. Age 59.
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Rowan Ross was appointed as a director of 1AG in July 2000
and acted as chairman from April 2001 to August 2001.

He is Chairman of the IAG Risk Management & Compliance
Committee and a member of the 1AG Nomination, Remuneration
& Sustainability Committee.

OTHER BUSINTSS MNLRUFCE

Rowan has over 35 years experience in investment banking. He
is currently Chairman of Macquarie Capital Alliance Group and
an executive director of Macquarie Capital Advisers Limited.

Rowan was formerly the chairman of Bankers Trust Investment
Bank, Sydney Dance Company and the Australian Major
Performing Arts Group and national president of the Securities
Institute of Australia. He is currently Chairman of Sydney IVF
l.imited and Brandenburg Ensembile Limited and a director of
the Australian Major Performing Arts Group.

Directorships of other listed companies held in past three years:

B |AG Finance (New Zealand} Limited since 9 November 2004,
and
@ Macquarie Capital Alliance Group since 25 January 2005.

FCA, AM .

Independent nonexecutive director, Age 55.

INSURANCE #IBUSTRY EXFERIENCE

Brian Schwartz was appointed as a director of IAG in January
2005, He is Chairman of the IAG Nomination, Remuneration
& Sustainability Committee and a member of the IAG

Audit Committee.

OTHER BUSIRESS [AFERIENCE

Brian is also Chief Executive of Investec Bank (Australia) Limited
and Deputy Chairman of the board of Football Federation
Australia Limited.

Previpusty, Brian was with Ernst & Young Australia from 1979 to
2004 becoming its chief executive in 1998. He was a member
of Ernst & Young's giobal board and managing partner of the
Oceania region.

Brian was appointed a Member of the Crder of Australia in
2004 for his services to business and the community.

Directorships of other listed companies held in past three years:
@ None.

PHILIP (P} TWYNIAN
BSc, MBA, F1A, FIAA, FAICD
Independent non-executive director, Age 64,

SURANGE IHDLSTRY EXPERIENCE
Philip Twyman was appointed as a director of IAG in July 2008.

He was formerly group executive director of Aviva pic, one of the
world's largest insurance groups, based in tondon. He was &lso
chairman of Morley Fund Management and chief financial officer
of General Accident plc, Aviva plc and AMP Group.

Philip is on the board of Swiss Re (Austratia). He was formerly

an independent non-executive director of Insurance Manufacturers
of Australia Pty Limited, a joint venture between IAG and Royal
Autornobile Club of Victoria (RACV) since April 2007.

OTHER BUSINESS ExPERIFENCE

Philip is also on the board of Perpetual Limited, ANZ Lenders
Mortgage Insurance Limited, Tokio Marine Management
{Australasia) Pty Ltd and Medibank Private Limited.

) Directorships of other listed companies held in past three years:

w Perpetual Limited since November 2004.

FORMER DHRECTORS WHO RETIRED /RESIGNED
BURING THE FINANCIAL YEAR

The following directors who retired or resigned during the
finencial year:

@ JF Astbury and GA Cousins retired from the board on
34 August 2007; and

@ M) Hawker resigned from the board on 26 May 2008.

SECRETARIFS OF INSURAMCE AUSTRALIA GROUP
HMITED

GLENN (GD} REVELL

BCom, iBus, FCPA, FCIS, GAICD

Glenn Revell was appointed Group Company Secretary in August
2006. Before this appointment, Glenn held the position of
Company Secretary in the 1AG Group. Prior to joining IAG, he held
the position of general manager corporate affairs & company
secretary of Howard Smith Limited for eight years.

FRASER (F) MACLENNANPIRE

GAICD

Fraser MacLennan-Pike is Deputy Company Secretary. Before
this appointment, Fraser held positions in IAG’s group business
development and group legal teams.
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The number of meetings each director was eligible 1o attend and actually attended during the financial year is summarised as follows:

BOARD OF

DIRECTORS

Total number of meetings held 24
Directors A B
JA Strong 24 24
YA Allen 24 24
JF Astbury® 2 2
PM Colebatch 24 22
GA Cousins® 2 2
HA Fletcher™ 22 22
ND Hamiiton 24 23
A Hynes" 22 20
RA Ross 24 23
BM Schwartz 24 24
MJ Hawker® 2 2
MJ Wilking™? 18 18

1AG NOMINATION, 1AG RISK

REMUNERATION MAMAGEMENT
IAG AUDIT & SUSTAINABILITY °© & COMPLIANCE IAG BOARD
COMMETTEE COMMITTEE COMMITTEE  SUB COMMITTEE
5 8 6 5
A 8 A B ‘A B A B
- - 8 8 - - 5 5
5 5 8 8 - - - -
1 1 1 1 - - - -
- - - - 5 4 - -
1 1 - - - - - -
4 4 - - - - -
- - - - 6 6 - -
- - - - 5 5 - -
- - 8 8 6 6 - -
4 4 8 8 1 1 - -

- - - - - - 5

A Meetings eligitle to attend as a member.
B Meetings attended as a member,
(i} JF Astbury and GA Cousins retired from the board on 31 August 2007.

(i) HA Fletcher and A Hynes were appointed as directers from 1 September 2007.

(i) MJ Wilkins was appointed as director from 26 November 2007,
{iv} MJ Hawker resigned from the board on 26 May 2008.

PRINCIPAL ACTIVITIES

The principal continuing activities of the I1AG Group are the
underwriting of general insurance and refated corporate services
and investing activities.

OPERATING AND FINANGIAL REVIEW

CRIRRVING TREULY PO T CIARTIAT VERR

The 1AG Group’s net loss after tax for the financial year was
$226 million (2007—net profit of $629 million). After adjusting
for minority interests in the LAG Group result, net {oss attributable
to the equity holders of the Company was $261 million
(2007—net profit of $552 million).

The current year results incorporated the full year impact from

the United Kingdom (UK} insurance operations since the IAG
Group made its entry in the UK market in the 2007 financial year,
The IAG Group acquired Hastings insurance Services Limited
(Hastings}) and Advantage Insurance Company Limited (Advantage)
on 29 September 2008 and EIG (Investments) Limited and its
subsidiaries {Equity Insurance Group) on 8 January 2007.

A UNDERWRITING RESULT

Gross written premium (GWP) of the IAG Group increased

by $412 million to $7,793 millien for the current year
(2007—%7.381 million). The strong growth resufted from the full
year contribution of the UK operations increasing by $400 miilion
and the growth in the Australia direct insurance business. This
was partially offset by the fall in the Australia intermediated
insurance business reflecting the commitment to maintaining
pricing discipline rather than writing unprofitable business in

soft cycle conditions.

The IAG Group produced an underwriting profit before
investment income on technical reserves of $16 million
(2007—$407 million).

The key factors driving the current year underwiiting result were:

& the increase in claims expenses due to the increased
incidence of storms In all geographical locations and an
earthquake in the New Zealand (NZ) of $502 million or loss
ratio of 68.9% {2007--$411 million or loss ratio of 5.7%);

# reserve releases of $406 million or loss ratio of 5.6%

{2007 —$485 million or loss ratio of 7.2%) due to the
continuing stability of liability and compulsory third party (CTP)
classes and a one off diversification benefit in 2007; and

& continued soft cycle conditions in commercial business
and UK motor.
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The insurance profit of $448 million {2007—%767 million),
eguated to an insurance margin of 6.1% (2007—11.4%).

The fixed interest portfolio backing the technical reserves
produced improved investment income of $432 mitlion
(2007—$360 million). This investrment income incorporated

a $122 million {equal to 1.7% impact to the insurance margin)
mark to market loss due to the widening of credit spreads.
Given the very high credit quality of the portfolio, the mark to
market toss is expected to unwind as the portfolio matures.

. Australia inurance operation

GWP of the Australia insurance operation increased slightly to
$5,494 miltion far the curent year (2007—%5,489 million}.
This was mainly due to:

®m growth achieved in shorttail motor and home insurance;
offset by
continued soft cycle in commercial insurance; and

w the removal of premium from the private sector in New South
Wales (NSW) CTP from the introduction of the Life Time Care
and Support Scheme (a $57 million reduction in premium).

2

The Australia insurance operation preduced an underwriting profit
befare investment income on technical reserves of $139 million
(2007—$375 million). The prior year results include the result of
the Captive reinsurer, IAG Re Limited.

The key factors driving the current year underwriting results were:

& the increase in claims expenses due to the increased
incidence of storms by $39 miltion to $413 million
{2007-—$374 million);

& the reduction in reserve releases; and

@ the continuing soft underwriting condition in commercial lines.

The insurance prefit of $486 million (2007—$671 million)
equated to an insurance margin of 9.4% (2007—13.1%).
The fixed interest portfolio backing the technical reserves
produced improved investment income of $347 million
(2007—%$296 million).

Profit from fee based business was $33 million compared to
$65 million in the prior year. The current year results included:

8 a negative adjustment reflecting the unfavourable claims
development in the NSW workers' compensation scheme;

additional performance fees of $41 million were received
in 2007 from the NSW workers' compensation scheme;
partially offset by

@ a profit of $9 million in relation to the sale of the premium
funding loan portfolio.



GWP of the NZ insurance operation increased by 0.6% 1o

$974 million for the current year (2007-—-$968 million) despite
the strengthening of the Australian dollar which resuited in a lower
premium balance after translating into the equivalent Australian
doltar amount. The growth was mainly attributed to the continued
success in the commercial market and premium rate increases.

The NZ insurance operation produced an underwriting loss

before invesiment income on technical reserves of $39 million
{2007—underwriting profit o* $64 million). The prior year resuls

in the following discussion ircorporated the altocation of the result
of the Captive reinsurer, IAG Re Limited.

The key factor driving the current year underwriting results
was the increase in claims expenses by $73 million due to:

& the abnormal severe weather and other natural events;

@ the increase in frequency of claims in domestic home and
motor insurance; and

& an unusually high number of large fire losses.

The insurance result was a loss of $17 million (2007—insurance
profit of $86 million) equating to an insurance margin loss of 2,0%
(2007—a profit of 10.0%)}. The fixed interest portfolio backing the
technical reserves produced investment income of $22 million
(2007—%22 million).

1. United Kinpdon insurance oporations

This is the first time a full year result was reported for the UK
insurance operations since the acquisitions of Hastings and
Advantage in September 2006 and Equity Insurance Group in
January 2007.

GWP of the UK insurance operations increased by $400 million
to $1,125 million for the current year {2007—$725 million)
including adverse currency movements of $113 million due to
the strengthening of the Australian dollar against the British
pound. Although the UK market continues to be soft, the UK
business increased premium rates across most classes of
business during the current year.

The underwriting result was a loss of $33 million for the current
year (2007—%$3 miilion). The underwriting result included a

loss ratio of 73.5% for the current year (2007—76.2%). Equity
Insurance Group maintained its profitable track record despite the
strengthening of reserves for home owners policies. Advantage
which operates in the private motor sector incurred significant
losses as a result of the challenging and competitive UK private
motor market.

The increase in expense ratio to 29.8% from 24.3% was mainly
due to the different business operating models of Equity Insurance
Group compared to those of Advantage. The current year expense
ratio also included:

® an increase in commission due to the increase in volume and
change in mix of business; and

& $5 million one off integration costs.

The insurance result was a profit of $28 million

(2007—8$30 million) equating to an insurance margin of 2.8%
{2007—>5.1%). The investment assets backing the technical
reserves produced investment income of $61 million
(2007—833 million).

Loss from fee based business was $1 million which included one
off integration and other costs of $24 million compared to profit
of $18 million in the prior year.

Y. Asio insurance operations

GWP of the Asia insurance operations was generated from the
Thailand gperations with a growth of 3.6% {or 5.1% in local
currency) to a total of $174 million {2007—%$168 million}.

The associate company, AmAssurance, operated at a break even
position for the current year (2007—a profit of $7 million).

The reinsurance operations reflect the business undenwritten
by IAG Re Labuan {from intragroup operations apart from

the Australia insurance operation and associates}) and Alba
{Lloyd’s syndicate 4455).

GWP from external parties decreased to $26 million
{2007—%$31 million).

The insurance result was a ftoss of $50 million for the current year
{2007—%$30 million}. This was due to:

@ the retention of the severe weather events claims reinsured
from the UK and NZ insurance operations; and

@ the impact of the Advantage quota share arangement. '

Given the IAG Group's refinement of its strategy. the decision has
been taken to sell the Alba business and the related underwriting
agency, Diagonal Underwriting Agency with the process initiated in
June 2008,

B. CORPORATE AND INVESTMENTS

Investment income on eguity hoiders’ funds (net of investment
expenses) was $41 million (2007—%$320 million). This amount
included $69 million of unrealised gain from the exchange right
embedded in the IAG Group's $550 million contingent capital
arrangement. Excluding this unrealised gain on the embedded
derivative, the equity holders' funds generated a loss of

$28 million. The decrease was due to:

m negative retums in equity market investments; and

u the adverse impact on fixed interest securities relurns
due to widening of spreads in the credit market.

The net corporate expenses have increased by $389 million
to $651 million.

The increase was mainly attributable to:

m impairment charges for acquired identifiable Intangible assets
and goodwill of $342 million as a result of the IAG Group’s
refingd strategy in the UK operations to focus on the specialist
mator classes and exit the private motor market;

a recognition of the full year's amortisation expenses of
$65 millien (2007-—$55 million) on identifiable intangible
assets arising from the acquisitions of the UK insurance
operations in September 2006 and January 2007;

@ restructuring costs of $60 million as a result of the productivity
and efficiency plan implemented in the Australia business;
offset by

a decrease in interest expense of $18 million resulting from the
repayment of debt and continuation of the net benefit received
from forward foreign exchange points earned from the currency
hedging of the 1AG Group's international operations.
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A. FINANCIAL POSITION

1. Asnots

The total assets of the IAG Group as at 30 June 2008 are
$19,380 million (2007—%$21,637 million}, The decrease is
mainly attributable to:

m reduction in investments mainly due to:

— the repayment of $300 million AUD subordinated term
notes and $112 million of unsecured and floating rate
notes. These repayments were offset to some extent
by the proceeds from the issue of $87 million of NZD
subordinated term notes;

— the repayment of $200 million reset preference
shares (RPS);

— the net decrease in investments as a result of the net
redemption of units by minority interests in IAG ¢ontrolied
unit trusts of $233 million;

— the negative returns in equity market investments and
adverse effect of widening in credit spreads on fixed
interest securities; and

~ funding of net claims payments for significant storm and
other events;
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of $342 million as a result of the IAG Group's refined strategy
in the UK operations to focus on the specialist motor classes
and exit the private motor market, together with amortisation
of intangibles;

® decrease in reinsurance recoveries due to a reduction in the
gross estimate of the Newcastle storms in June 2007,

®m a decrease in defined benefit plan assets as a result of the
increase in Australian plan actuarial losses by $59 million; and

® the strengthening of the Australian dollar exchange rate
against other currencies as at 30 June 2008 compared to
the corresponding exchange rate as at 30 June 2007, This
resulted in a reduction in value of assets held in the UK and
NZ operations.

1. Lizbilities

The total liabilities of the IAG Group as at 30 June 2008 were
$15,029 million {2007—$16,805 million) with the major
component being general insurance liabilities of $12,221 million
{2007—512.935 million). The movement is mainty attributable to:

a reduction in interest bearing liabilities due to repayments
of the subordinated temm notes, unsecured and floating rate
notes and RPS mentioned above;

® outstanding claims liability was reduced by the payment of
claims relating to the year ended 30 June 2007 weather
related events and a reduction in the estimate of the total
losses outstanding for the Newcastle storms in June 2007;

® a reduction of minority interests in 1AG controlled unit trusts
of $233 million due to the net redemption of units by the
unitholders;

® a decrease ininvestment creditors and trade and other
payables; and

= the strengthening Australian dollar exchange rate against other
currencies as at 30 June 2008 compared 10 the corresponding
exchange rate as at 30 June 2007, This resulted in a reduction
in value of alf liabilities held in the UK and NZ operations.

. Equity

The decrease in total equity from $4.832 million at 30 fune 2007
to $4,351 million at 30 June 2008 was mainly impacted by the
following activities during the current year:

net loss of $261 miilion;

& 2008 interim dividend payment of $250 mitlion partialty
financed ($82 million} by issuance of new ordinary shares
to the equity holders who participated in the Dividend
Reinvestment Plan {DRP). The 2007 fina! dividend paid to
IAG equity holders was fully underwritten and has no effect
on the movement of total equity from 30 June 2007 to
30 June 2008; and

B the-strengthening of the Australian dollar relative to the
British pound and NZ dollar resulted in higher foreign
currency translation reserve losses.

B. CASH FROM OPERATIONS

t. Cah o from operating activitles,

The net cash inflows from operating activities decreased by
$396 million to $5 million. This decrease was mainly attributable
to the UK operations which contributed $241 million of this
decrease as a resuit of it cash flows decreasing from an inflow
of $70 million in 2007 to a net outflow of $171 million in 2008.

The main factors contributing to the tota! reduction in operating
cash flows were: .

B anincrease in claims paid (net of recoveries received) by
$1,067 million or 24% compared to an increase in premium
receipts (net of reinsurance expense paid) of onty $689 million
or 10%. The increase in claims paid was largely due to adverse
claims experience in 2008 and the payment of large losses
incurred in Jung 2007 in all major operating segments and a
full year of UK operations included in 2008 compared to nine
months for Hastings and Advantage and six months of Equity
Insurance Group in 2007. The increase in preamium receipts is
due to increase in gross premiums written as well as collection
of prior year receivables and a full year of UK operations
included in 2008; and
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receipts) by $£329 million or 18% due to a full year of UK
operations included in 2008,

These decreases were offset to some extent by:

@\ a decrease in income tax paid (net of tax refunds received)
of $185 million or 47% as a result of lower profitability;

& an increase in total dividends and investment income received
of $104 million or 20% as a result of higher yields generated
on cash and fixed interest securities, a change in investment
mix from growth assets to fixed interest securities and a full
year of UK operations in 2008; and

® a decrease in interest and finance costs paid by $22 million
or 18% as a result of repayments of interest bearing liabilities
during the year.

II. Cash flows from nvesting activities

Cash flows from investing activities increased by $1.213 million to
8 net inflow of $1,089 million. The increase in net cash inflow is
mainly attributable to:

a the liquidation of investments to fund the buy-back of RPS of
$200 million and the repayment of the AUD subordinated term
notes of $300 million;

& the proceeds of $114 million from disposal of the premium
funding loan portfolio; and

m a decrease in net cash outflow for acquisition-of subsidiaries
by $411 million or 92% as a result of major UK acquisitions
in 2007.

HE. Cash flows from Hnancing activitics

Cash flows from financing activities decreased by $1,143 miltion
to a net outflow of $370 million. This decrease is mainly
attributable to:

& the buyback of RPS of $200 million;

# the repayment of $300 miliion AUD subordinated term notes
and $106 million unsecured and floating rate notes during
the current year;

the issue of $617 million of GBP subordinated term notes
{net of discount) in 2007,

® the $875 million ordinary share issue during 30 June 2007 to
fund the Equity Insurance Group acquisition. This was partially
offset by the $904 million repayment of a loan acquired on
acquisition of Equity Insurance Group; and

& the increase in outflow from the net redemption of trust units
to minority interest by $215 million (net of distribution).

These decreases were offset 1o some extent by:

@ the issue of $87 million (NZ$100 miilion) NZD subordinated
term notes in November 2007; and

@ a reduced cash dividend outflow of $37 million due to the
operation of DRP for the 2008 interim dividend.

C. CAPITAL ADEQUACY /PAINIEVIUM CAPITAL REQUIRERTENTS
The IAG Group regulatory capital position relative to its minimum
capital requirement (MCRY), calculated by applying the Australian
Prudential Regulation Authonty (APRA} standards for individual
licensed insurers to the relevant consolidated results, is

1.62 times as at 30 June 2008 {2007—1.67 times}).

The decrease in MCR multiple was mainly attributable to:
Decrease in regulatory capital:

@ net loss attributable to equity holders of $261 million;

decrease in tier 1 capital and tier 2 capitat due to the
buyback of the RPS of $200 million and the AUD
subordinated term notes of $300 million respectively; and

& the payment of $158 million 2008 interim dividend in cash.

Offset by increase in regulatory capital:

@ the issue of NZD subordinated term notes {(NZ$100 million);
and

o reductions in deduction from the capital base for intangible
assets as a result of:
— continuing amortisation of acquired intangibles of
$65 million in 2008;
- an impairment charges of $342 million on acquired
intangible assets and goodwill; and




against British pound and NZ dollar, thereby reducing the
total value of intangible assets which are deducted from
the capital base.

The decrease in the insurance, investment and concentration risk
charges is due to:

w reduction in net insurance liabilities since 30 June 2007,

u reduction in reinsurance recoveries receivable;

® reduction in holding of equity securities; and

» reduction in reinsurance maximum event retention (MER).
Given the ¢hanges to risk based charges implemented by APRA,

the IAG Group has revised its benchmark to 1.50 times effective
1 July 2008.

Further information on the 1AG Group's result and review of
operations can be found in the 30 June 2008 investor report
on IAG’s website, www.iag.com.au, ’

LIKELY RDEVELOPMENTS

tnsurance and investment operations are, by their nature, volatile
due to the exposure to natural perils and industry cycles and thus
profit predictions are difficult.

The IAG Group has announced a refined strategy that looks to
create shareholder value by delivering superior performance and
actively managing its portfolio of general insurance businesses.
The IAG Group has determined the following strategic priorities:

& improve the performance in Australia and NZ as well as
delivering superior, differentiated customer experiences and
managing operating costs,;

& pursue selective growth opportunities in Asia and other narrow
specialist opportunities; ]

operate a devolved model with the corporate office as portfolio
manager; and

® drive operational performance and execution.

As result of the refined strategy, the IAG Group expects to deliver
in the coming year:

# underlying GWP growth of 3%-5%. Reported GWP growth is
expected to be 0%-2% based on the planned exit of part
of the UK operations and allowing for the impact of the
introduction of six month CTP policies in NSW;

a insurance margin of over 10% (including corporate expenses);
reduced operational costs; and

® dividend payout ratio of 50%70% of cash earnings.

The expected results are subject to no material movement in
foreign exchange rates and no catastrophes or large losses

beyond the 1AG Group's atlowances and no material changes
in credit spreads.

DIVIBENDS

Details of dividends paid or declared by the Company are set out
in note 9.

SICNIFICANT CHANGES IN STATE OF AFFAIRS
Signiticant changes in the state of affairs of the IAG Group during
the financial year were as follows:
there were changes in the executive team during the
financial year:
- MJ Wilkins, LC Murphy, DG West were appointed; and
- MJ Hawker, DA Issa and M Pirone resigned and SJ Mostyn
changed to an advisor role,
there was a net reductior. in debts of the IAG Group
resulting from:
- the issue of ordinary shares to fund dmdends of
$379 million:

— the repayment of RPS {$200 million), AUD subordinated
term notes ($300 million} and other notes ($112 miltion};
and

-~ the issue of $87 million NZD subordinated term notes.

performance in Australia and NZ, scaling back the UK
operations and a new operating model. As a result of this
refined strategy, the current year's results incorporated
one off costs on restructuring and impairment charges
from the impacted operations.

EVENTS SUBSEQUENT 70 REPORTING DATE

Detail of matters subsequent to the end of the financial year are
set out in note 37. This comprises:

u declarstion of final dividend of 9.0 cents per ordinary shares.

OFFICERS WHO WERE PREVIOUSLY PARTNERS
OF THE AUDITORS

The following person is currently an officer of the 1AG Group and
was a partner of KPMG, the Company's auditor, at a time when
KPMG was the auditor of the Company:

n  NB Hawkins, currently Chief Executive Officer, NZ will change
role to Chief Financial Officer on 29 August 2008 (left KPMG
in October 2001).

NON AUDIT SERVICES

During the financial year, KPMG has performed certain other
services for the 1IAG Group in addition to their statutary duties.

The directors have considered the non audit services provided
during the financial year by KPMG and, in accordance with written
advice provided by resokution of the Audit Committee, are satisfied
that the provision of those non audit services by the [AG Group's
auditor is compatible with, and did not compromise, the auditor
independence requirements of the Corporations Act 2001 for

the following reasons:

& all non audit assignments were approved in accordance
with the process set out in the 1AG Audit Committee Charter
{Charter) on the agreed framework for engaging auditors for
non audit services; and

the non audit services provided do not undermine the general
principles relating to auditor independence as set out in
APES 110 Code of Ethics for Professicnal Accountants of
the Institute of Chartered Accountants in Australia and CPA
Australia, as they did not involve reviewing or auditing the
auditor's own work, acting in a management or decision
making capacity for the Company, acting as an advocate
for the Company or jointly sharing risks and rewards.

The level of fees for total non audit services amount to
approximately 37.3% of total audit fees {refer to note 5 to
the financial statements for further details on costs incurred
on individual non audit assignments).

1EAD AUDITOR'S INDEPENDENCE DECLARATION
UNDER SECTION 307C OF THE CORPORATIONS
ACT 2001

The lead auditor's independence deciaration is set out on
page 30 and forms part of the directors’ report for the year
ended 30 June 2008,

INDEMINIFICATION AND INSURANCE
OF DIRECTORS AND OFFICERS

The Company’s constitution contains an mdemmty in favour of
every person who is or has been:

g a director of the Company;

& a secretary of the Company or of a subsidiary of the Company; or

& a person making or participating in making decisions that
affect the whole or a substantial part of the business or
Company or of a subsidiary of the Company; or

a person having the capacity to affect significantly the financial
standing of the Company or of a subsidiary of the Company,

The indemnity applies to liabilities incurred by the person in the
relevant capacity {except a liability for legal costs). That indemnity
also applies 1o legal costs incurred in defending or resisting
certain legal proceedings. The indemnity does not apply where
the Company is forbidden by statute or, if given, would be made
void by statute.
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certain current and former directors and secretaries and members
of senior management of the Company and its subsidiaries

and associated companies. Under these deeds, the Company
indemnifies, to the maximum extent permitted by the law, the
former or current directors or secretaries or members of senior
management against liabilities incurred by the person in the
relevant capacity. The indemnity does not apply where the liability
is owed to the Company or any of its subsidiaries or associated
companies, or (in general terms) where the liability arises out of

a lack of good faith, wilful misconduct, gross negligence, reckless
misbehaviour or fraud. Under each deed, the Company is also
required to maintain and pay the premiums on a contract of
insurance covering the current or former directors or members of
senior management against liabilities incurred in respect of the
relevant office except as precluded by law. The insurance must be
maintained until the seventh anniversary after the date when the
relevant person ceases to hold office. Disclosure of the insurance
premiums and the nature. of liabilities covered by such insurance
is prohibited by the relevant contract of insurance.

ENVIRONMENTAL REGULATION

The IAG Group's operations are subject to environmental
regulations under either Commonwealth or State legislation.
These regulations do not have a significant impact on the 1AG
Group's operations. The board of directors believes that the IAG
Group has adequate systems in place for the management of its
environmental requirements and is not aware of any breach of
those ervironmental requirements as they apply to the IAG Group.

REMUNERATION REPORT —AUDITED

-This report outlines IAG's remuneration policies and practices and
provides details of the remuneration of the IAG directors {including
the chief executive officer (CEQ)) and the senior executives having
the greatest authonty and responsibility for planning, directing and
controlling the activities of the 1AG Group. This group is known as
IAG key management personne! {KMP).

The Company’s non-executive directors are specifically required
1o be included as KMP in accordance with the AASB 124 Related
Party Disclosures. However, the nonexecutive directors are not
part of ‘management’.

This report provides the disclosures which meet the remuneration
reporting requirements of the Corporations Act 2001 and

AASB 124. The term remuneration used in this report has the
sare meaning as compensation as prescribed in AASB 124,

ROTIATION, LN TRATION & SJSTNIATILITY

L S T TR

The role and responsibilities of the Nomination, Remuneration &
Sustainability Committee (Committee or NRSC) are set out in the
Commitiea’s charter which is available at www.iag.com.au. The
key responsibilities of the NRSC in relation to remuneration are to:

B provide assurance to the board relating to the effectiveness,
integrity and compliance of the Company's remuneration
policies and practices; and

8 ensure the overall remuneration policy and approach fits
the strategic goals of IAG.

The CEO, group executive—strategy, people & reputation and
head of performance & reward regularly attend Committee
meetings and assist the Committee in its deliberations. |

The Committee receives reports from Egan Associates, Mercer,
PricewaterhouseCoopers {PwC) and various other consuitants
on remuneration for executives and directors.

A. EXFCUTIVES

I. Exceutive remuneration policy

IAG’s approach to executive remuneration is to ensure that 1AG
can attract and retain the best people and reward performance in
line with returns delivered to shareholders. Building and retaining
a high quality management team will enable IAG to achieve
superior long term performance.
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remuneration are that:

u the remuneration offering is sufficiently competitive to attract
and retain a high calibre executive team; )

® remuneration practices are consistent with 1AG’s values;

® the mix of fixed and variable remuneration reflects the impact
of each executive position on 1AG's short term and long term
results;

® reward cutcomes are significantly differentiated based on
performance;

® remuneration practices will help drive business objectives and
motivate employees to perform at the highest level; and

u measures of performance are based on a balanced scorecard
with a focus on the delivery of sustainable value to I1AG’s
shareholders.

IAG aims to set base pay around the median of the market. Total
reward outcomes (which include short and long term incentives)
may be at the 75th percentile or above depending on individual
performance and |AG’s results. For Australian based executives,
market positioning is determined by reference 10 a number of
comparator groups, including the largest 50 companies in the
S&P/ASX 100 Index and financial services companies that are
among the largest 50 companies in the S&P/ASX 100 index.
Relevant local market comparator groups are used for executives
located overseas.

i, Signillcant changos related to oxecutive remuncration

4. REMUNTRANON STRUGTURL 4012 POLILY

The Executive Performance Rights {(EPRs) Plan has replaced the
Performance Award Rights (PARs) Plan as IAG’s long term incentive
plan. It is designed to link the reward of executives to 1AG’s longer
term performance and the returns shareholders receive. The
EPRs Plan has two performance hurdlies—return on equity (ROE)
and relative total shareholder return (TSR). ROE is measured
relative to IAG's weighted average cost of capital (WACC). ROE is
directly linked to IAG's financial performance whilst relative TSR is
a measure of the retative return IAG delivers to its shareholders
compared to other entities in the S&P/ASX 100 Index. Instead of
quarierly performance hurdle testing which occurs under the PARs
Plan, the EPRs Plan has only one test for the ROE component and
three tests, 12 months apart, for the TSR component. The long
term incentive plan has also been restricted to the most senior
group of executives.

A minimum 1AG shareholding requirement for the executive team
was introduced in August 2007, In accordance with this policy,
the CEQ is required to accumulate and maintain a minimum 1AG
shargholding equivalent in value to two years of base salary

by Septemnber 2010. Other senior executives are required to
accumulate and maintain @ minimum IAG shareholding equivalent
in value to one vear of base salary by September 2010.

fr EXECUTIVE TEAM CHARGES TOR YHE DI0XT Fil2i CIAL YEAR
On 9 July 2008, IAG announced a change to the executive team
effective from the end of August 2008. The changes are:

& NB Hawkins has been appointed to the role of
Chief Financial Officer;

= LC Murphy has been appointed 1o the role of Group Executive,
Corporate Office;

@ | Foy has been appeinted to the role of CEQ, NZ; and
@B AM Coleman, J van der Schalk and G Venardos will leave the

IAG Group on 29 August 2008 and CF McLoughlin will leave
the IAG Group on a date to be agreed.

The remuneration details in section Vl.a are only in respect
of remuneration for services provided during the current
financial year,




POLICY

RASE "+ \LARY

Base salary is targeted at the
median of the market. Unless
there has been significant
change in job responsibility,
increases in base salary
generally do not exceed
external market movements.,

HOW DELIVERED

= Paid in cash.
# Reviewed annually.

DETAILS

Includes ail components that make up an executive's salary.
Components include cash, salary sacrifice items such as
superannuation, cars or parking and any related taxes.

Base salary is determined by a review of job size, internal relativities
and market benchmarking. Mercer provides advice on job responsibility
and market benchmarking. The comparator groups for market

benchmarking are the largest 50 companies in the S&P/ASX 100

index and the financial services companies that are among the
targest 50 companies in the S&P/ASX 100 Index.

SUPLRASIMUATION
Contribution rates are
consistent with the
contribution provided to

other employees of IAG in the
country in which the executive
is based.

m Paid in accordance with
legislative requirements.

® For Australian executives,
superannuation is capped
at the concessional
contribution limits.

SHORT TERIE INCENTIVES
Short term incentives {STI)
are used to motivate and
rewand performance typicaily
qver a one year period.

Payments are based on
both IAG's performance
and achievernent of
individual goals.

The STi payment recognises
individual high performance,

No maximum amounts
are set.

Annually, a proportion of STl is
paid as cash and a proportion
of STl is paid as deferred
award rights (DARs} which is
referred to as ‘deferred STI'
later in this report.

DARs are rights over issued
shares held by & trustee.

If an executive remains
employed by the IAG Group,
the DARs will become
exercisable in tranches

as follows:

A 50% (after year 1);
a  30% (after year 2); and
& 20% (after year 3).

IAG uses a balanced scorecard for setting goals and measuring
performance. This ensures that assessment of performance is viewed
halistically and assists the development of sustainable business that
meets the performance expectations of IAG shareholders, stakeholders
and the communities in which it conducts its business.

At the commencement of each financial year, financial and non
financial goals are set for each executive. The goals set are
stretch goals and are designed to encourage executives to strive
for exceptional perfarmance.

Financial performance determines 50% of the ST outcome, with
the remainder dependent on the achievement of objectives relating
to business operations, customer, people {employee engagement,
turnover and productivity}, risk and community.

Financial performance includes the IAG Group financial targets {growth
in net written premium and ROE) as well as specific business unit
financial targets.

At the end of the financial year the amount of any incentive payment
is determined based on measured achievement against those goals
and a review of the executive’s overall performance by the CEO and
NRSC. The chairman reviews the performance of the CEO and makes
a recommendation to the board in refation to any incentive payment
for the CEQ. The chairman and board have an overriding discretion

to determine ST! payments and will only approve payments when the
goals are achieved in the context of the IAG Group's strategy and risk
appetite (eg risk of ruin parameters and business mix) as approved by
the board.

Section IV.a ‘At risk’ remuneration—short term) details the link
between IAG's performance and STt outcomes for executives.

LOT0G TERW RCETTIVES
EPRs are awarded to
executives to strengthen
the alignment between the
interests of executives and
shareholders.

The EPRs Plan has

reptaced the PARs Plan

as IAG's executive long term
incentive plan.

Under the EPRs Plan, awards
are made annually in the form
of rights over issued shares
held by a trustee that vest,
subject to the performance
conditions, as follows:

a 50% are subjecttoa
relative TSR hurdle
{entities in the S&P/ASX
100 Index), measured
on the 3rd, 4th and Sth
anniversary of the base

_ date; and

r 50% are subject to a ROL
hurdle, measured after
three financial years.

Awards that do not vest, lapse.

EPR grants are based on an assessment of performance, leadership
capability and strategic input.

Section Vb {‘At risk’ remuneration—long term) details the link
between return 1o shareholders and long term incentives (LT1)
reward for executives.
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A signihicant component of execulive remuneration {5 "at nsk’ which ensures a direct link between 1AG's performance and reward for
executives. For further details of the percentage of ‘at risk’ remuneration, refer to section Vit

d AT RISK RETILLEHATION  SHORT TERM .
The payment of STl is directly linked to 1AG’s performance over the previous year based on a balanced scorecard of measures, which
includes a measure of the prefitability and growth in 1AG’s core business.

The following table is a summary of key financial goals that are used to assess performance at the IAG Group kevel for the
2007/2008 year:

CATEGORY GOAL REASON CHOSEN METHOD OF ASSESSMENT QUTCOME
Financial Return on equity Measures the profitability of  Comparison of achievement  Not met
the core business of IAG against target
Financial Growth in net written Measures the 'top line’ Comparison of achievement  Partially met*
premium growth of IAG's business against target

¥ Where a goal is partially met, there has been improvement in perfarmance but the stretch goat has not been met.

Note, in addition to the IAG Group level financial goals, specific financial goals that measure profitability and growth are set for each
business unit. Achievement of these goals directly impacts the STI paid to the executive who teads the business unit,

The methods of assessment have been selected as they can be objectively measured and verified.

Actual STI payments made to executives for the year ended 30 June 2008 reflect the degree of achievement against the IAG Group
financial goals and the degree of achievement against each individual executive's goals.

b AT RISK HERHAERATION 106 TERA )

The use of share based remuneration creates a direct link between return to shareholders and executive reward. To strengthen alignment
between the interests of executives and those of sharehoclders, a significant portion of executive remuneration is delivered in the form of
rights over [AG shares. Note 28 of the financial statements sets out further details of the DARs Plan, EPRs Plan and PARs Plan.

1 AR Phan

DARs are rights over issued shares held by a trustee. The rights are granted at no cost to the executives and may be exercised for
a nominal price at a future date determined by the board. Generally, DARs only vest and can be exercised, if the executive remains
employed with the tAG Group.

n #FR.Phn
The EPRs Plan has replaced the PARS Plan as IAG's executive long term incentive plan.

EPRs are rights over issued shares held by a trustee. The rights are granted at no cost to executives and will be exercised at no cost
if the performance hurdies related to 1AG’s TSR and normatised ROE are met.

Details of the terms of allocations made 1o executives under the EPRs Plan are summarised below:

EPRs PLAN 2007 /2008—SERIES 1

TSR Normalised ROE

Grant date 2971072007 29/10/2007
29/11/2007 29/11/2007

13/03/2008 13/03/2008

Base date 30 September 2007 n/a
Performance period definition 3-5 years from grant date 1 Juty 2007~30 June 2010
IAG share price at base date ($) 5.31 n/a
Performance hurdle test schedule 3rd, 4th and 5th anniversary One test following board approval of financial
of the base date results for period ending 30 June 2010

First day test 30/09/2010 30/06/2010
Last day test 30/09/2012 30/06/2010
Performance hurdle achievement n/a n/a
Last exercise date 29/10/2017 ' 29/10/2047
{continuing employees only) 29/11/2017 29/11/2017
13/03/2018 13/03/2018
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Dt 5

Performance condition

TSR PERFORMANCE HURDEE

(50% OF TOTAL ALLOCATION}

1AG TSR compared to a peer group of
companies. The peer group comprises

the entities in the S&P/ASX 100 Index
with such inclusions and exclusions as the
beard may determine.

ROE PERFORMANCE HURDLE

(50% OF TOTAL ALLOCATION)

ROE relative to IAG's WACC. Normalised ROE
is measured for each six month period during
the performance period. The average of these
six monthly measurements is compared to
1AG's WACC. There is one test date.

Vesting schedule

<50th percentite—0% vesting

= B0th percentile—50% vesting

»>=75th percentiie—100% vesting

The percentage of EPRs which vest and become
exercisable increases proportionately where
|1AG’s performance ranks between the 50th and
75th percentile.

NORMALISED ROE VESTING
PERFORMANCE SCALE
»1.6 x WACC 100% vests
=1.5 x WACC 80% vests

=1.4 x WACC 50% vests
=1.3 x WACC 20% vests
<1.3 x WACC 0% vests

Performance hurdle testing

The totat allocation is separated into two equal portions. Each portion has a separate performance hurdle.

TSR PERFORMANCE HURDLE (50% OF TOTAL ALLOCATION)
The performance hurdle is tested on the 3rd, 4th and 5th anniversary of the base date. On each test day, the TSR performance hurdlg is
measured from the base date to the test date, which means that any period of poor TSR performance following the base date is always
inciuded in the TSR measurement. The TSR portion of the aliocation vests on a test day if IAG’s TSR is at or above the 50th percentile
of the peer group of comparies with vesting increasing on subseqguent test days only if the TSR ranking has improved. This approach to
performance hurdle testing ensures that executives strive to deliver TSR performance over the full five year period.

ROE PERFORMANCE HURDLE {50% OF TOTAL ALLOCATION)
The normalised ROE hurdle s measured relative to IAG's WACC. Normalised ROE is measured for each six month period during the three
financial years over which the performance hurdle is measured. There is only one test date for the ROE portion of the EPRs. For any of the
ROE portion of EPRs to be exercisable, the ROE (the average of the six monthly normalised ROE measurements over the three financial
years) must reach at least 1.3 times WACC.

Vesting of EPRs—change of control

Under the EPRs Plan the board has discretion to determine if and when EPRs vest in a change of control situation. In exercising this
discretion the board would consider issues such as the objectives of the EPRs Plan and the circumstances surrounding the proposed

change of control.
m PAR Plan

The PARSs Plan has been replaced by the EPRs Plan to deliver LTI. No further allocations will be made under the PARs Plan.

price if a performance hurdle related

to IAG's TSR is met.

. PARs are rights over issued shares held by a trustee. The rights are granted at no cost to executives and may be exercised for a nominal

Details of the terms of allocations made o executives under the PARs Pian, including those allocations that at the date of this report are
partially exercisabte or not exercisable, are summarised below:

PARS PLAN PARS PLAN PARs PLAN PARS PLAN PARS PLAN
2002/2003 2003/2004 2004/2005 2005/2006 2008/2007
SERIES 1 SERIES 2 SERIES 3 SERIES 4 SERIES 5
Grant date 24/12/2002 22/09/2003 17/08/2004 19/09/2005 19/12/2006
10/12/2003 30/11/2004 30/11/2005 13/03/2007

26/03/2004 22/03/2006
Performance period definitiont* 3-5 years from 3-5 years from 3-5 years from 3-5 years from 3-5 years from
grant date base date™ base date®? base date base date
IAG share price at base date ($) 2.92 3.90 5.08 5.87 5.29
Performance hurdle test schedule Quarterly—last Quarterly—Ilast Quarterly—iast Quarterly—last Quarterly—iast

trading day of each trading day of each trading day of each trading day of each trading day of each

calendar quarter calendar quarter calendar quarter calendar quarter calendar quarter
in performance in performance in performance in performance in performance
period period period period perod
First day test 30/12/2005 29/09/2006 28/09/2007 30/08/2008 30/09/2009
Last day test 28/08/2007 30/06/2008 30/06/2009 30/06/2010 30/09/2011
Performance hurdle achievernent  Partially achieved, Not achieved Not achieved n/a n/a
56% of PARs are
exercisabie and
remaining 44%
lapsed
Last exercise date 24/12/2012 22/09/2013 17/09/2014 19/09/2015 19/12/2016
(continuing employees only) -10/12/2013 3071172014 30/11/2015 13/03/2017
26/03/2014 22/03/2016

(i) The performance period will be shortened if the employee ceases employment with the 3AG Group due to redundancy ar in other special circumstances.
{li} The base date is the date whith is the second trading day after the date on which I1AGs financiat results for the 12 month period ending on the 30 june
that immediately precedes the grant date are announced to the Australian Securities Exchange (ASX).
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TSR performance condition IAG TSR compared to a peer group of companies. The peer group comprises the companies in the
S&P/ASX 100 index with such inclusions and exclusions as the board may determine.

Vesting schedule <50th percentile—0% vesting
=50% percentile—50% vesting

>=75th percentile—100% vesting

The percentage of PARs which vest and become exercisable Increases proportionately

where 1AG's performance ranks between the 50th and 75th percentile.

Performance hurdle testing

The perfermance hurdle is tested quarterly during the period that is between three and five years from the base date. On each test day,
the TSR performance hurdle is measured from the base date to the test date, which means that any period of poor TSR performance
following the base date is atways included in the TSR measurement. PARs vest on a test day if IAG's TSR is at or above the 50th
percentile of the peer group of companies with vesting increasing on subsequent test days only if the TSR ranking has improved.

This appreach to performance hurdle testing ensures that executives strive to deliver TSR performance over the full five year period.

Vesting of PARs—change of control :

Under the PARs Plan the board has discretion to determine if and when PARs vest in a change of control situation. In exercising this
discretion the board would consider issues such as the objectives of the PARs Plan and the circumstances surrounding the proposed
change of control.

Restrictlons on deating In |1AG securitles

In addition to legal requirements that prevent any person from deating in 1AG securities when in possession of undisclosed price sensitive
information, the board has implemented a policy that prohibits directors, executives and other designated senior managers from:

r dealing in IAG securities when in possession of price sensitive information;

® short term or speculative trading in 1AG securities;

® transactions that [imit economic risk associated with unvested entitlements to tAG securities {(including EPRs, PARs and DARs); and

® any trading in LAG securities without prior approval of the NRSC.

The following table outlines the returns delivered to IAG shareholders since 30 June 2002:

YEAR ENDED YEAR ENDED YEAR ENDED YEAR ENDED YEAR ENDED YEAR ENDED ©  YEAR ENDED
30 JUNE 2002 30 JUNE 2003 3D JUNE 2004 3D JUNE 2005 30 JUNE 2006 30 JUNE 2007 30 JUNE 2008

Closing share price ($) 3.15 3.40 5.00 6.01 5.35 5.70 3.47
Dividends paid (cents) 10.50 11.50 22.00 26.50 42,00 29.50 22.50
Earnings per share (cents)® {1.78) 8.65 37.87 49.31 47.66 32.79 (14.29)

Normalised net profit after

. tax ($ million)™® 337 441 552 614 550 522 290

(i} All amounts post 2005 have been measured under current Australian Acceunting Standards (AASBs) which became applicable for years commencing on or after
1 lanuary 2005. All amounts prior to 2005 were measured under previous AASBS.

(i} Normalised net profi is determined by excluding the amortisation and impaiment charges of intangible assets and goodwill and substituting aciual invesiment
earmnings on equity holders' funds with long term retums,

IAG's share price performance from the period since IAG's listing in August 2000 is shown in the following graph:

Returns using a basc index of 100

400 -
350 - s+ = o SEP/ASX 100 Accumulation Index
« » IAG Share Price including Reinvestment of Dividends
e /G Shate Price inciuding Reinvestment of Dividenas and Franking Credits
300 ~
250 -
200 -
150 -

Notes:
50 - Dividends are assumed o be reinvested using the close price on ex date.
Franking credit value is determined by grossing up the dividend value by the company tax rate (30%) and multiplying by the franking rate.

¢] - v
Jun 00 Jun Q1 Jun Q2 Jun 03 Jun 04 Jun 05 Jun 06 han 07 Jun 03
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All service agreements for executives are unlimited in term but may be terminated by writien notice from either party or by IAG making
a payment in lieu of notice. The service agreements outline the components of remuneration paid to executives and require the
remuneration of executives to be reviewed annually. The service agreements do not require 1AG to increase base salary, pay a STI

or offer a LTl in any given year. N Utley's service agreement, which was in force prior to the acguisition of the Equity Insurance Group,
provides for an annual base salary adjustment based on the movement in the Retail Prices Index in the UK.

ADDITIONAL PAYMENT

NOTICE PERIOD  NOTICE PERIOD IF 1AG INVOKES
NAME —COMPANY —EMPLOYEE TERMINATION PROVISIONS A RESTRAINT CLAUSE
M) Wilkins 12 months 6 months 12 months base salary, plus payment for annual leave, 6 months base salary
long service ieave and ST1 that would have accrued for
: 12 months had termination not occurred.
JP Breneny 12 months 3 months 12 months base salary -
AM Coleman 12 months 3 months 12 months base salary & months base satary
NB Hawkins 12 months 3 months 12 months base salary -
18 Johnson 12 months 3 months 12 months base salary -
CF McLoughtin 12 months 3 months 12 months base salary —
LC Murphy 12 months 3 months 12 months base salary -
N Utley 12 months 12 months 12 months base salary, plus payment for the value -
. of benefits {(excluding STI) that would have accrued
for 12 menths had temmination not occurred.
J van der Schalk 12 months 3 months 12 months base salary 6 months base salary
G Venardos - 12 months 3 months 12 months base salary 6 months base salary

bG West, 12 months 3 months 12 months base salary -

Executives are employed by Insurance Australia Group Services Pty Limited, except for:

m  NB Hawkins who is employed by IAG New Zealand Limited; and

m N Utley who is employed by Equity insurance Management Limited.

s RETREDCHMLHT '

In the event of retrenchment, the executives listed above (except for N Utley) are entitled to the greater of:
@ the written notice or payment in lieu of notice as provided in their service agreement; or

@ the retrenchment benefits due under the relevant company retrenchment policy.

For N Utiey, the retrenchment payment is in accordance with the termination provisions specified in the table above.

b. COMPALY RETREMCHR LT POLICY

On retrenchment, employees with tess than 25 years service will receive:

®» at least eight weeks notice or payment in lieu of notice {calculated on the employee's base salary); and
@ three weeks base salary for each year of continuous service to a maximum of 75 weeks base salary.

The minimum benefit that can be raceived is 11 weeks base salary and the maximum benefit that can be received is 83 weeks
base salary.

On retrenchment, employees with 25 or more years of service or who are over 45 years of age will receive:

@ at least 12 weeks notice or payment in lieu of notice {calculated on the employee’s base salary); and

| three weeks base salary for each year of continuous service to a maximum of 75 weeks base satary.

The minimum benefit that can be received is 15 weeks base salary and the maximum benefit that can be received is 87 weeks
base salary.

c. TERRHMATION OF EAILOVMERT WITHOLET NOTICE. AMD WITHOUT PAYMENT N OIFU OF HOTICE

The employment of the executives may be terminated without notice or payment in lieu of notice in some circumstances.
Generally, this could occur where the executive:

® is charged with a criminal offence that is capable of bringing the organisation into disrepute,

@ is declared bankrupt;

& breaches a provision of their employment agreement;

@ is guilty of serious and wilful misconduct; or

2 unreasonably fails to comply with any material and lawful direction given by the Company.

A BERCYRATION OF FRIFEOCLIETT WITH NOTICE OR PSRN LR OF TOTICE

The employment of the executives may be terminated at any time by the Company with notice or payment in lieu of notice.
The amount of notice the Company must provide or the payment in lieu of notice is specified above.
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4. REMUNERATION GF EXECUTIVES FOR THL 1AL GROUP

OTHER
LONG TERM
. POST  EMPLOYMENT  TERMINATION
SHQRT TERM EMPLOYMENT BENEFITS EMPLOYMENT BENEFITS BENEFITS BENEFITS SHARE BASED PAYMENT TOTAL
Value of
Value of DARs/
tong deferred EPRs/
: service 2007 571 PARS/
Base . Super-  Rethremsnt leave granted as shares
salary® STF* Other®  annuation™ benefits acerusiy™ DARS™ grantad™®
. $000 3000 5000 3000 FO00 $000 $000 3000 $000 000
Executrves fincluding execulive director)
MJ Wilkins, Chief Executive Officer and Managing Director, KMP since 26 November 2007%
2008 857 395 - 78 - 4 - - 133 1467
JP Breheny, Chief Executive Officer, Asia
2008 736 228 - 89 - 6 - 115 261 1433
2007 667 349 175 85 - 5 — - 137 1,418
NB Hawkins, Chief Executive Officer, IAG New Zealand
2008 648 137 87 89 - 10 - 115 303 1,359
2007 647 351 45 84 - 10 - - 174 1,311
1S Johnson, Chief Executive Officer, eVentures
2008 726 280 - 50 - 13 - 138 232 1439
2007 715 356 - 84 - 15 - - 116 1,286
LC Murphy, Groug Executive, Business Services, KMP since 3 December 200710
2008 270 145 - 35 - 1 - - 18 469
N Utley, Chief Executive Officer, United Kingdom, KMP since @ January 2007
2008 978 590 - 127 - - - 80 202 1,887
2007 549 262 - 68 - — - - 15 894
DG West, Chief Executive Officer, CGL, KMP since 29 January 2008%
2008 358 229 - 43 - 2 - - 20 652
AM Coleman, Chief Risk Officer and Group Actuary™
2008 713 538 - 93 - 17 - 134 335 1,890
2007 639 431 - 89 - 16 - - 264 1,439
CF McLoughlin, Group Executive, Strategy, People & Reputation®
2008 699 421 - 50 - 8 - 100 233 1511
2007 541 318 - 71 ~ 5 - - 116 1,051
J van der Schalk, Chief Executive Officer, Asset Management and Reinsurance™
2008 634 360 - 50 - 10 - 69 267 1,390
2007 659 327 - 81 - 27 - - 146 1,240
G Venardos, Group Chief Financial Officer™
2008 826 594 - 100 - 27 - 149 464 2,160
2007 782 480 - 93 - 21 - - 305 1,686
Froeutnes who coased a5 kov management personnel
MJ Hawker, former Chief Executive Officer and Managing Director, KMP until 26 May 2008
2008 1,661 1,565 - 45 - (N 1,939 174 {1,446) 3,761
2007 1,297 722 - 174 - 24 — - 1,381 3,588
DA 1ssa, former Chief Executive Officer, Direct Insurance, KMP until 4 july 2008
2008 858 84 - 50 - 45 1,075 142 405 3,359
2007 701 456 - 94 - 12 - - 251 1,514
SJ Mostyn, former Group Executive, Culture & Reputation, KMP until 15 October 2007
2008 155 112 - 21 - 2 - 32 87 409
2007 553 301 - 73 - 10 - — 227 1.164
MJ Pirone, former Chief Executive Officer, CGU, KMP untii 29 January 2008
2008 806 580 - 50 - 29 725 119 408 2,717
2007 719 444 - 91 - 24 - - 268 1,546
P Connell, only KMP for the period from 29 September 20086 to 20 February 2007
2007 253 162 - 24 - - - - 14 453

iy For an executive who was newly appointed to the executiva team duning a finarcial year, the remuneration information provided in the table above relates to the
pericd from the date of their appoiniment as KMP to 30 June. The balances are calculated based on the proportion of the year that they wers KMP.

(i) As part of the IAG restructure announced on 9 July 2008, NB Hawkins and LC Murphy will 1ake on the Chief Financial Officer and Group Executive, Corporate Office
roles, respectively, whilst AM Coleman, CF Mcloughlin, § van der Schalk and G Venardos will cease to be KMP from the end of August 2008 when the new executive
team structure is effective, The remuneration detaits in the table above are only in respect of remuneration for services provided during the current financial year.

(i) For any executives wha caased as KMP during a financial year, the remuneration information provided in the table above relates only to the pariod that they

were KMP
Refer to section VI.b for details of notes 1 to 8 referencing in the above table in section Vl.a.
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USED #d Trit TABLES 111 SELTION Via

{1} Base salary represents amounts paid in cash and the value of
non monetary benefits such as cars and parking and annual
leave accruals, as determined in accordance with AASB 119
Employee Benefits.

{2) STi to be settled for the current performance period accrual
and prior performance geriods over or under accruals.
Executives may elect {0 receive some of their STl in the form
of IAG shares rather than cash through participation in the
Bonus Equity Share Plan which is valued in accordance with
the market value of IAG shares at grant date,

{3) NB Hawkins received an accommodation atlowance in NZ.
In 2007, JP Breheny received a special payment which was
only payable after completion of 12 months service with
the JAG Group.

{4} Superannuation represents the employer's contributions.
Refer note 29 for details of how this plan operates.

{5} Long service leave accruals as determined in accordance
with AASB 119 Employee Benefits.

{6} The deferred 2007 ST is granted as DARS and an allocated
portion of unvested DARs is included in the total remuneration
disclosure above. DARs are valued using a Black Scholes
vatuation madel. The deferred 2008 STI will be granted in
next financial year and therefore, no value was included in
the table above.

(7} An allocated portion of unvested EPRs {new rights issued in
2008), DARs and PARs is included in the total remuneration
disclosure above. The year ended 30 June 2008 value inciuded

- shares issued under a one off share aliocation (refer to
section Viil.a for further details).

To determine the EPRs and PARs values the Monte Carlo
simutation methodology model has been applied. The valuation
takes into account the exercise price of the EPRs and PARs, life
of the EPRs and PARs, current price of IAG shares, expected
volatility of the 1AG share price, expected dividends, risk free
interest rate, the performance of the shares in the peer group of
companies, early exercise and non transferability, and tumover
which is assumed to be zero for an individual's remuneration
calculation, DARs are valued using a Black Scholes valuation
model.

(8) The year ended 30 June 2008 included a reversal adjustment
on lapsed rights which was recognised as share based
remuneration for services provided since date of grant in
prior periods. These rights lapsed on M) Hawker's ceasing
employment with the 1AG Group.

Total remuneration for executives is comprised of 'at risk’ and 'not
at risk’ remuneration. Base salary and superannuation are ‘not at
risk’, while STl and share based remuneration provided through
the DARs, EPRs and PARs Plans are ‘at risk'.

G DB TALLS OF TOTAL REMUNERATION THAT IS Al RISK
MJ Wilkins

NOT AT RISK G4%

JP Breheny

NOT AT RISH 58%

NB Hawkins

NOT AT RISK 59% Eiéiﬁi%ééi~

i

JS Johnson

NOT AT RISK 55%

LC Murphy

NOT AT RISK 65%

N Utley

NOT AT RISK 66% | e

DG West

NOT AT RISK 62%

AM Coleman

NOT AT RISK 44%

CF McLoughlin

NOT AT RISK §0%

Jvan der Schaik

NOT AT RISK 50% | AT RIS 50%

I e -

G Venardos

NOT AT RISK 34% AT RISK 8%
I =
@ Fixed pay (%) @ CashSTI(%} & Deferred STI (%) LTI {%)
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The portion of the STl that either vested or was forfeited during the year cannot be determined as no maximum or target amount is
set. Executives may be paid a STl based on JAG's performance and their own performance. The amount of STl paid to an executive is
recommended by the CEQ and approved by the NRSC. The amount of STt paid to the CEQ is recommended by the NRSC and approved
by the board.

C. SHARE BASED REMUNERATION

No DARs, EPRs or PARs became exercisable during the year ended 30 June 2008. PARs series 1 reached the end of the performance
hurcle testing period and 44% of those PARs, being PARs that had not become exercisable, lapsed on 24 December 2007. No DARs,
EPRs or PARs (other than PARs series 1) lapsed during the vear.

it is not practical to provide an estimate of the maximum possible total value of share based remuneration that may vest in future years
for any EPRs, DARs or PARs issued up te 30 June 2008 because the value is directly linked to:

 the future 1AG share price at the time of vesting; and

® with respect to EPRs and PARs, the future TSR performance of 1AG and companies in the S&P/ASX 100 Index. The minimum possible
totat value of share based remuneration is zero. '

VHI. Share based remuneration—share aliocation, DARs, EPRY4, PARs and PSRs

i, SHARE ALLOCATION

During the year, the board approved an ex gratia grant of shares to 70 employees. The board made this grant following a PwC review of
1AG's executive remuneration arrangements in 2007. PwC found that the approach to determining IAG's peer group for PARS granted in
December 2002 was not consistent with market practice. if the peer group was determined in accordance with market practice, IAG's
ranking in the peer group was substantially higher. The board made an ex gratia grant of shares to recognise this issue,

The total number of shares granted was 407,552 and the cost of acquiring the shares on market was $1,494,702.
The total value aliocated to each KMP is included in itern f of this section.

b. DARs

b Detanls of DARS granted

The IAG Group has issued DARs to the executives during the financial year for nil consideration, Each executive who participates in the
DARs Plan becomes eligible to receive one ordinary IAG share per DAR, by paying the exercise price of $1 per tranche of DARs exercised,
subject to continuing employment with the IAG Group for a period as determined by the board.

DATE FIRST VALUE PER DAR AT DARs GRANTED
GRANT DATE EXERCISABLE LAST EXPIRY DATE GRANT DATE DURING THE YEAR
$ NUMBER
2008

M) Wilkins - - - - -
JP Breheny 27/09/2007 01/07/2008 27/09/2017 4.82 47,900
AM Coleman 27/09/20G7 01/07/2008 2770972017 4.82 55,700
NB Hawkins 27/09/2007 01/07/2008 2770972017 4.82 47,900
JS Johnson 27/09/2007 01/07/2008 27/09/2017 4.82 57,100
CF McLoughlin 27/09/2007 01/07/2008 2770972017 4.82 41,500
LC Murphy - - - - -
N Udey 27/09/2007 01,/07,/2008 27/09/2017 4.82 37,500
J van der Schalk 27/09/2007 01,/07/2008 27/09/2017 4.82 28,600
G Venardos 27/09/2007 01,/07/2008 27/09/2017 4.82 61,900
DG West - - - - -

EXECUTIVES WHO CEASED AS KEY MANAGEMENT PERSONNEL
MJ Hawker 27/09/2007 01/07/2008 27/09/2017 4.82 144,500
DA Issa 27/09/2007 01/07/2008 27/09/2017 4.82 73,800
SJ Mostyn 27/70%/2007 01/07/2008 27/09/2017 4.82 45,400
MJ Pirone 27/09/2007 01/07/2008 27/09/2017 4,82 61,500
703,300

it Dot e DARSvestud end € wrers d
There were no DARs vested and exercised during the financial year.

« PR~

LD otde of PRy srante d

The EPRs Plan replaced the PARs Plan as IAG's new executive long term incentive plan. The 1AG Group issued EPRs to the
executives during the financial year for nil consideration. Each executive who participates in the plan becomes eligible to receive
an ordinary share per EPR at no exercise price, subject to specific performance hurdles being met. Refer to section IV.b for details
of the performance hurdles.

EPR allocations are divided equally into two allocations, the TSR and ROE allocation. Each allocation has two vesting conditions
with the first vesting condition being. continued employment with the IAG Group. Under the TSR allocation, the second vesting
condition is a market related performance hurdle based on a comparison of IAG's TSR with the TSR of a peer group of entities
in the S&P/ASX 100 Index. Under the ROE allocation, the second vesting condition is based on IAG's normalised ROE {refer to
note 28 of the financial statements for further details).
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EPRs

VALUE PER GRANTED
DATE FIRST LAST EXPIRY EPR AT DURING
GRANT DATE EXERCISABLE DATE GRANT DATE THE YEAR
$ NUMBER
2008
MJ Wilking 29/11/2007 30/09/2010 29/11/2017 235 125,000
JP Breheny 29/10/2007 30/09/2010 29/10/2017 2.87 49,250
AM Coleman 29/10/2007 30/09/2010 29/10/2017 2.87 51,500
NB Hawkins 29/10/2007 30,/09/2010 29/10/2017 2.87 48,000
JS Johnson 29/10/2007 30/09/2010 29/10/2017 2.87 49,750
CF McLoughlin 29/10/2007 30/09/2010 29/10/2017 2.87 48,000
LC Murphy 29/10/2007 30/09,/2010 29/10/2017 2.87 17,500
N Utley 29/10/2007 30/09/2010 29/10/2017 2.87 71,750
J van der Schalk 29/10/2007 30/09/2010 29/10/2017 2.87 47,500
G Venardos 29/10/2007 30/09/2010 29/10/2017 2.87 56,759
DG West 13/03/2008 30/09/2010 13/03/2018 1.63 50,000
EXECUTIVES WHQ CEASED AS KEY MANAGEMENT PERSONNEL
M.J Hawker 29/10/2007 30/09/2010 ' 29/10/2017 2.87 175,000
DA Issa 29/10/2007 30/09/2010 29/10/2017 2.87 58,500
SJ Mostyn 29/10/2007 30/09/2010 29/10/2017 2.87 14,250
M) Pirone 295/10/2007 30/09/2010 29/10/2017 2.87 51,500
914,250
woEER L utert tu the POE porformuance hurdle
2008
MJ Wilkins 29/11 /2007 30/06/2010 25/11/2017 3.68 125,000
JP Breheny 29/10/2007 30/06/2010 29/10/2017 4.1 49,250
AM Coleman 29/10/2007 30/06/2010 29/10/2017 4.31 51,500
NB Hawkins 29/10/2007 30/06/2010 29/10/2017 4.31 48,000
1S Johnson 29/10/2007 30/06/2010 29/10/2017 4,31 49,750
CF McLoughlin 29/10/2007 30/06,/2010 29/10/2017 431 48,000
LC Murphy 29/10/2007 30/06/2010 29/10/2017 431 17,500
N Utley 29/10/2007 30/06/2010 29/10/2017 4,31 71,750
J van der Schalk 29/10/2007 30/06/2010 29/10/2017 4.31 47,500
G Venardos 29/10/2007 30/06/2010 29/10/2017 4.31 56,750
DG West 13/03/2008. 30/06/2010 13/03/2018 271 50,000
EXECUTIVES WHO CEASED AS KEY MANAGEMENT PERSONNEL
MJ Hawker 29,/10/2007 30/06/2010 29/10/2017 4.31 175,000
DA Issa 29/10/2007 30/06/2010 29,/10/2017 4.31 58,500
SJ Mostyn 29/10/2007 36/06/2010 29/10/2017 4.31 14,250
MJ Pirone 29/10/2007 30/06/2010 29/10/2017 4,31 51,500
914,250

1 Detuly tf CPRw vested nd exergised
There were no EPRs vested and exercised during the financial year.

3 1"
Lt nt ol PARY proanted

The PARs Plan was replaced by the EPRs Plan which is now the executive long term incentive plan, No PARs were granted during the
financial year.

!

(

The Performance Share Rights {PSRs) Plan was closed for issuing further PSRs from the financial year ended 30 June 2003.
During the year ended 30 june 2008, J van der Schalk exercised 40,000 PSRs. $1 per tranche of PSRs is payable to exercise.

P et PAR

IR

“ted and ereroed
There were no PARs vested and exercised during the financial year.

" Nil remains unpaid per issued share acquired, For each PSR exercised, one new IAG ordinary share was issued.
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FOHIOWINE 1S a sUummary O The movement gunng the inancal year, Dy vaile, Ot alk types of share Daseq remuneration, inciuding LARS,
EPRs, PARs, PSRs and the one off share allocation, for each executive:

TOTAL VALUE TOTAE VALUE
TOTAL VALUE QF DARs, EPRs, TOYAL VALUE DARs, £PRs
OF DARs AND PARs AND PSRs OF SHARE AND PARs
EPRs GRANTED™® EXERCISED™ ALLOCATION™ THAT LAPSED
$000 000 £000 $000
2008
M Witkins 754 - - -
JP Breheny - 584 - - -
AM Colemnan . 638 - 70 {223)
NB Hawkins, 576 - 51 {162)
J5 Johnson 632 - 8 (25)
CF McLoughlin 545 - - -
LC Murphy 126 - - -
N Utley 696 - - -
Jvan der Schalk 479 132 29 (94)
G Venardos 706 - 92 {275)
DG West 217 - - -
5,953 132 250 {779}
Frocutnos who cuased os boy management personnet ‘
MJ Hawker . 495 - 231 {7,493) |
DA Issa 191 - 61 (248)
SJ Mostyn 74 - 59 {188)
MJ Pirone . 165 - 61 {239)
: 925 - 412 (8,168)

{i} The value of DARs and EPRs granted in the year is the fair value of the DARs and EPRs at grant date using Black Scholes and Monte Carlo simulation models
respectively, The total value of the DARS and EPRs granted is included in the table abave. This amount is allocated to remuneration over the expected vesting
period (ie in years 30 June 2008 t¢ 30 June 2012}

{ii) 40,000 PSRs that vested in & prior period were exercised in the financial year. The value of PSRs exercised is based on the market value of IAG shares at date of
exercise. $1 was paid by J van der Schalk to exercise these PSRs. No other PARs. DARs or EPRs were vested and therefore, exercisable duning the financial vear,

{ii) The value of the share allocation is based on the cost of acquiring the IAG shares on market for atlocating to the executives who were eligible to receive this cnce
off share aliocation, '

{v} Rights lapsed during the financial year inctuded 44% of PARs sefies 1 and rights lapsed upen KMP ceasing emplayment with the IAG Group. PARs series 1 are
valued at the market value of tAG shares at the last date of performance hurdle testing. MJ Hawker's [apsed PARs, DARS and EPRs and DA Issa’s and M) Pirone's
fapsed DARs were valued based on the market value of 1AG shares at 30 June 2008.

Related parties of executives cannot participate in the EPRs, DARs, PARs or PSRs Plans.

B. NON-EXECUTIVE DIRECTORS

. Remuneration policy

The principles that underpin IAG's approach to remuneration for non-executive directors are that remuneration should be;
a sufficiently competitive to attract and retain a high calibre of non-executive director; and

8 consistent with IAG's values.

{l. Remuneration structure

Non-executive director remuneration consists of three components, they are:

r board fees (payable as cash and IAG shares);

e subsidiary board and committee fees; and

B Ssuperannuation.

The aggregate limit of remuneration is approved by shareholders and is currently $2,750,000 per annum, The aggregate annual
remuneration is inclusive of employer superannuation contributions paid by IAG on behalf of nonexecutive directors.
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BOARD/COMMITTEE ROLE FEE

|1AG Board Chairman $450,000
Director $150,000
IAG Audit Committee Chairman $36,000
Member $18,000
AG Risk Management & Compliance Committee Chairman $36,000
Member $18,000
IAG Nomination, Remuneration & Sustainability Committee Chairman $32,500
Member $16,250

I LONEXECUTIVE THRECTO S SHARE PLAI

The board has agreed that each non-executive director should take a minimum of 20% and up to a maximum of 90% of their annual board
fee (at the time shares are allocated), on a fee sacrifice basis, in the form of IAG shares provided under the Non-Executive Directors’
Share Plan, which was approved by sharehotders on 13 November 2002, IAG shares are purchased by a trustee on market and allocated
to directors in December each year, Non-executive directors may elect to restrict the disposal of these shares for a minimum petiod of one
year and up to 10 years or until the director retires. No other share based remuneration is available to non-executive directors.

r SUPERANTMUIATION
IAG pays superannuation contributions on director's fees into a superannuation fund nominated by the director, Directors’ fees and
superannuation contributions are paid monthly.

IAG has a Non-Executive Directors’ Expenses Policy. Under this policy IAG reimburses expenses reasenably incurred by directors in
connection with the discharge of their duties.

4 EON IXECUTIVE DIRECTO S SERVICE ON SUBSIDIARY BOARDS
A summary of non-executive directors' service on subsidiary boards and the fees payable is set out in the following table:

DIRECTOR SUBSIDIARY CAPACITY ANNUAL FEE
JA Strong Insurance Manufacturers of Austrafia Pty Limited Chairman $195,000
PM Colebatch 1AG UK Holdings Limited Chairman $100,4970
HA Fetcher IAG New Zealand Limited Chairman $89,916%
ND Hamilton Mutual Community General Insurance Proprietary Limited Chairman $25,000
YA Allen Mutual Community General Insurance Proprietary Limited Director $16,250

(i} This amount was paid in British pound ard has been converted o Australian doilar using the average exchange rate for the year
(i) This amount was paid in NZ dollar and has been converted to Australian dollar using the average exchange rate for the: year,

1il. Performance

Directors’ performance is subject to evaluation by the chairman at least every two years, by discussion between the chairman and the
individual director. In these discussions, the individual directors also evaluate the chairman's performance. Performance measures for
directors considered by the chairman and board include:

® contribution of the director to board teamwork;

contribution 10 debates on significant issues and proposals,;

advice and assistance given to management;

in the case of the chairman’s performance, the fulfilment of the additional role as chairman; and

input regarding regulatory, industry and social developments surrounding the business.

The NRSC has responsibility for coordinating the board's review of the chairman's performance.
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OTHER

LONG TERM
POST EMPLOYMENT TERMINATION SHARE BASED
SHORT TERM BENEFITS EMPLOYMENT BENEFITS BENEFITS BENEFTS PAYMENT TOTAL
Other IAG Board
J1AG Board boards and fees received
fees roceived committees Super- Retirement as IAG
as cash fees annuation benefits shares
$000 $000 $000 $000 $000 $000 $000 $000
JA Strong
2008 238 185 58 - - - 213 704
2007 201 172 50 - - — 189 612
YA Allen
2008 128 66 13 - - - 28 235
2007 105 37 15 - - - 25 182
PM Colebatch, appointed 1 January 2007
2008 79 115 15 - - - 71 280
2007 33 48 6 - - - 33 120
HA Fletcher, appointed 1 September 2007
2008 46 90 13 - - - 79 228
ND Hamilton
2008 27 43 13 - - - 128 211
2007 i7 55 17 ‘ - - - 113 202
A Hynes, appointed 1 September 2007
2008 108 14 12 - - - 18 152
RA Ross
2008 79 52 18 - - - Y 5 § 220
2007 67 49 16 - - - 63 195
BM Schwartz
2008 112 50 13 - - - 43 218
2007 92 51 i6 - - - 38 1897
{ERELFORS RETIRED DURE M5 THE YT AR
JF Astbury, director until 31 August 2007
2008 17 8 3 184 - - 4 216
2007 105 54 17 - - — 25 201
GA Cousins, director until 31 August 2007
2008 17 3 2 169 - - 4 195
2007 105 16 13 — — - 25 159

V. Retlrement benefits

IAG decided to freeze the operation of the non-executive director retirement benefit scheme adopted by IAG in 2001 with effect from

1 September 2003.

The terms of the retirement benefits scheme provided for:

any non-executive director of IAG who had completed five years continuous service with |AG {including service with any subsidiaries)
at the date of retirement, a retirement benefit equivalent to the last three years directors’ fees. employer superannuation contributions,
committee fees and fees for extra services received from IAG and its subsidiaries,;

® a pro rata retirement benefit for nonexecutive directors who have completed at least three years service but less than five years
service at the date of their retirement, based on a specified formula; and

2 ne retirement benefit to be paid to a nonexecutive director who had served for a period of less than three years,

IAG determined that the frozen retirement benefits would be cakulated as follows:

B hon-executive directors joining the board from 1 September 2003 would have no retirement benefit;

-]

for each nonexecutive director as at 31 August 2003 who had served a minimum of three years, the retirement benefit was assessed
as if they had retired at 31 August 2003; and

for a nonexecutive director with less than three years of service at 31 August 2003, a retirement benefit was assessed as if they
had three years of service as at that date, and then reduced on a pro rata basis based on their uncompleted period of service as a
proportion of three years. The retirement benefit was not subsequently payable to such a nonexecutive director if they had less than
three years of service as a nor-executive director at the date of their retirement,

Retirement benefits of $184,000 and $169,000 were paid to JF Astbury and GA Cousins respectively, following their retirement from the
board on 31 August 2007.
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continued in office since then:

RETIREMENT BENEFTT

DIRECYCR $000
JA Strong 295
ND Hamilton* 248
RA Ross* 232

+  ND Hamifton and RA Ross havs decided to retire before the next annual general meeting in November 2008, Their retirement benefits were accrued in the
financial year ending 30 June 2008,

On retirement, directors may also be entitied to be paid a benefit from thelr company funded superannuation. Such a benefit would be in
addition to the director’s frozen retirement benefit.

€. OTHER RENEFITS

Remuneration does not include premiums paid by IAG for an insurance contract covering current and former directors’ and executives’
liabilities and legal expenses incumred in respect of the relevant office, as the insurance policies do not specify premiums paid in respect
of individual directors and executives and the terms of contract specifically prohibit the disclosure of the premium paid. Insurance
products provided by the I1AG Group are also available to all directors and executives on the same terms and conditions available to
other employees.

RELEVANT INTEREST OF EACH DIRECTOR AND THEIR RELATED PARTIES N LISTED SECURITIES OF
IAG GROUP IN ACCORDANCE WITH THE CORPORATIONS ACT 2001

A. HOLDING OF ORDINARY SHARES
FOR SECTION 205G OF THE CORPORATIONS ACT 2001

Shares held directhy™ Shares held indirectly
JA Strong ’ 12,575 283,940
YA Allen - 19521
PM Colebatch - 27,132
HA Fletcher ' : - 51,126
ND Hamilton 5,900 147,203
A Hynes : - 17,752
RA Ross : 102,803 88,243
BM Schwartz 246 27,663
P Twyman - 15,000
MJ Wilkins - 100,000

(i) This represents the relevant intarest of each director in ardinary shares issued by the Compary. as notfied by the directors to the ASX in accordance with
section 205G of the Corporations Act 2001. Trading in $AG shares is covered by the restrictions which limit the ability of an {AG director to trade in the shares
of the $AG Group where they arz in a position to be aware, or are aware, of price sensitive information.

{ii) These shares are held by the cirectors related parties, inclusive of entities controlled, jointly eontrolled or significantly influenced by the directors, as notified
by the directers to the ASX in accorgance with section 205G of the Corporation Act 2001,

3, HOLDING OF RESET PREFERENCE SHARES

No director and their related parties had any interest in RPS at reporting date.

C. HOLDING OF RESET EXCHANGEABLE SECURITIES
Ne director and their related parties had any interest in reset exchangeabie securities of IAG Finance {New Zeaiand) Limited at
reporting date.

ROUNDING OF AMOUNTS

Uniess otherwise stated, amount in the financial report and directors’ report have been rounded to the nearest miilion dollars.
The Company is of a kind referred to in the ¢lass order 98/31.00 dated 10 July 1998 issued by the Australian Securities & Investments
Commission. Al rounding has been conducted in accordance with that class order.

Signed at Sydney this 22nd day of August 2008 in accordance with a resolution of the directors:

My

Michael Witkins
Director
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INDEPENDENCE D

UNDER SECTION 307C OF THE CORPORATIONS ACT 2001

e

To the directors of Insurance Australia Group Limited

ARATION.

| declare that, to the best of my knowledge and belief, in relation to the audit for the financial year ended 30 June 2008 there have been:

no contraventions of the auditor independence requirements as set out in the Corporations Act 2001 in relation to the audit; and
& no contraventions of any applicable code of professional conduct in relation to the audit.

KPMCA

KPMG

Brlan Grelg
Partner

Sydney
22 August 2008
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FOR THE YEAR ENDED 30 JUNE 2008

NOTES PARENT CONSOLIDATED
008 007 2008 2007
Sm $m Sm $m
Premium revenue 3 - - 7,765 7.207
Outwards reinsurance premium expense 4 - - (470} (464)
Net premium revenue (i) - - 7,295 6,743
Claims expense 4 - - (5,593) (5,345)
Reinsurance and gther recoveries revenue 3 - — 438 871
Net claims expense (i) 11 - - (5,155) {4,474}
Acquisition costs 4 - - (1,318) {1,223}
‘Other underwriting expenses 4 - - (590} (421)
Fire services levies 4 - — {216} (218)
Underwriting expenses (iit) - - (2,124) {1,862}
Underwriting profit (iH-{i}+iil) -~ - - : 16 407
Investment income on assets backing insurance liabilities 3 - - 456 381
Investment expenses on assets backing insurance liabilities 4 - - (24) {21}
Insurance profit . - - 448 767
investmert income on equity holders’ funds 3 769 426 {1) 343
Fee and other income 3 69 - 556 4863
Share of net profit/(loss) of associates 3 - - (3) 5
Finance costs 4 (60} {77 (101) {119)
Fee based, corporate and other expenses 4 - - (1,017) {532)
Net income attribulable to minority interests
in unitholders' funds 4 - - {18} (19)
Profit/{loss) before income tax 768 349 {1386) 908
Income tax (expense)/credit 8 (4) 4 {90) {279}
Profit/{loss) for the year 764 353 (226) 6529
Prafit/(loss) for the year attributable to ,
Equity holders of the Parent T84 353 (261) 552
Minority interests - — 3§ 77
Profit/ (loss) for the year 764 353 (2286) 629
CONSOUDATED
2008 2007
cents. tents
Basic eamings per ordinary share 8 {14.29) 32.79
Diluted earnings per ordinary share 8 {14.18) 32.59

The above income statements should be read in canjunction with the nates to the financial statements.
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DALANUEC
SHEETS.

AS AT 30 HINE 2008
NOTES PARENT CONSOLIDATED
2008 2007 2008 2007
Sm $m $m $m
ASSETS
Cash and cash eguivalents 23 - - 1,234 1,163
Investments ' 15 1 - 9,479 10,884
Premium receivable 16 - - 2,046 2,045
Inventories - - 1 1
Trade and other receivables 16 69 - 1,207 1,233
Receivables from related bodies comporate 120 155 - 1
Current tax assets - - 18 19
Defined benefit superannuation asset - - 3 62
Loans to related bodies corporate 671 667 - -
Reinsurance and other recoveries receivable .
on outstanding claims 12 - - 1,043 1,345
Prepayments - - 54 62
Deferred levies and charges - - 120 123
Deferred outwards reinsurance expense - - 308 224
Deferred acquisition costs 13 - - 758 789
Deferred tax assets 6 7 6 288 276
Property, plant and equipment 17 - - 291 297
Investments in joint ventures and associates 26 - - 70 75
Intangible assets 18 - - 585 781
Investment in subsidiaries 25 5,785 5,678 - -
Goodwill 19 - - 1,875 2,256
Total assets 6,653 6,406 19,380 21,837
LABILITIES
Trade and other payables 20 1B 20 906 1,139
Reinsurance premiums payable - - 285 160
Pavabiles to related bodies corporate - 48 109 - 1
Restructuring provisions 36 - - 61 4
Current tax liabilittes 42 28 65 63
Unearned premium liability 14 - - 4,097 4,213
Minority interests in unitholders’ funds ' - - 93 326
Lease provision - - 22 22
Employee benefits provision 27 - - 243 242
Unexpired risk liabifity - - 12 -
Deferred tax liabilities 6 - - 17 56
Loans from related bedies corporate 173 211 - -
Quistanding claims fiability 11 - - 7,827 8,562
Interest bearing liabilities 21 860 1,130 1,401 2,017
Total liabitities 1,139 1,498 15,029 16,805
Net assets 8,514 4,908 4,351 4,832
EQUITY
Share capital 22.A 4,740 4,361 4,740 4,361
Treasury shares held in trust 22.B - - (71) {69)
Reserves 22C - - N {4}
Retained eamings/{accumulated losses) 22.D 774 547 (458) 372
Parent interest 22 5,514 4,908 4,204 4,660
Minority interests 22.E - - 147 172
Total equity 22 5,514 4,908 4,351 4,832

The above balance sheets should be read in conjunction with the notes to the financial statements.
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INCOME AND EXPENSE.

FOR THE YEAR ENDED 30 JUNE 2008

(Lo = ¥

PARENT CONSOLIDATED
2008 2007 2008 2007
$m $m $m $m
INCOME AND (EXPENSES} RECOGNISED DIRECTLY IN EQUITY
DURING THE YEAR, NET OF TAX
Actuarial gains and (losses) on defined
benefit superannuation plans - - (37) 40
Net movement in foreign currency translation reserve - - (31) (19)
Net movement in hedging reserve - — 5 7
Total net income and (expenses) recognised
directly in equity - - (63) 28
Profit/(loss) for the year 764 353 {226) 629
Total recognised income and {expense) for the year 764 353 {289) 657
Total recognised incoma and (expense) for the year attributable to
Equity holders of the Parent 764 353 {321) 579
Minority interests - - 32 78
Total recognised income and (expense) for the year 764 353 (289) 657

Other mavements in equity anising from transactions with equity holders acting in their capacity as equity holders are set out in note 22,

TN

The ahove statements of recognised income and expense should be read in conjunction with the notes to the financial statements,

34 IAG ANNDAL REPORT 2008




LAON
STATEWIENTS

FOR THE YEAR ENDED 30 JUNE 2008

CONSOLIDATED

NOTES PARENT
2008 2007 2008 2007
5m $m $m $m
CASH FLOWS FROM OPERATING ACTIVITIES
Premium received - - 7,836 7.149
Reinsurance and other recoveries received - - 739 577
Claims costs paid - - (6,266} (5,037)
Outwards reinsurance premium expense paid - - (484) (486)
Dividends received 716 396 51 65
Interest and trust distributions received 45 5 . 585 467
Finance costs paid (60) {84} _ (102) {124)
Income taxes refunded 25 - 51 12
Income taxes paid (142) (228) (257) {403)
Qther operating receipts 94 273 1,328 1,198
Other operating payments - - {3,476) (3,017}
Net cash flows from operating activities - 238 678 362 5 401
CASH FLOWS FROM INVESTING ACTIVITIES
Net cash flows on acquisition of subsidiaries - - {35) {4486)
Proceeds from disposal of premium funding loan portfolio - - 114 -
Proceeds from disposal of investments and property,
plant and equipment a8 - 37,279 21,961
Quitlays for investments and property, plant and equipment
acquired (246) (783) (36,255) (21,659)
Repayment of premium funding toans - - a5 398
Advances of premium funding foans - - (99) {378)
Net cash flows from investing activities {208) {783) 1,089 {124)
CASH FLOWS FROM FINANCING ACTIVITIES
Outlays for purchase of treasury shares - - (4} (30)
Proceeds from issue of trust units - - 876 1,118
Outlays for redernption of trust units - - (1,104) {1,131)
Proceeds from borrowings 665 827 87 969
Repayment of borrowings (977) (1,008) {612) {1,271)
Dividends paid 10 1AG equity holders* (537} (492) (537) (492}
Dividends paid o mingrity interests - - (57) (87)
Proceeds from issue of shares* 379 1,112 379 1,112
Share issue costs paid - {19) - (19)
Dividénds received on treasury shares - - 2 a4
Net cash flows from financing activities {470) 420 (870} 173
Net movement in cash held - (1) 124 450
Effects of exchange rate changes on balances of cash heid
in foreign currencies - - (583) (5)
Cash and cash equivalents at the
beginning of financial year - 1 1,163 718
Cash and cash equivalents at the end of financial year 23.A - - 1,234 1,163

* Includes dividends settled by issue of shares under the Dividend Reinvestment Plan (refer to note 9) and the futly underwritten 2007 intertm and 2007

final dividend (refer to note 22).

The above cash flow statements should be read in conjunction with the notes to the financial statements.
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FINANCIAL STATEMENTS.

NOTE 1. SUMMARY CF SIGNIFICANT
ACCOUNTING POLICIES

Insurance Australia Group Limited {IAG, Parent or Company) is

a publicly listed company limited by shares, incorporated and
domiciled in Australia. Its registered office and principal place
of business is Level 26, 388 George Street, Sydney NSW 2000,
Australia. This financial report is for the year ended 30 June
2008 and includes separate financial statements for IAG as an
individual entity and consolidated financial statements for the
Company and its subsidiaries (referred to as IAG Group, Group
or Consolidated entity).

This general purpose financial report was authorised by the board
of directors for issue on 22 August 2008,

A. STATEMENT OF COMPLIANCE

This generat purpose financial report for the year ended 30 June
2008 has been prepared in accordance with the Corporations
Act 2001, Australian Accounting Standards {AASBs) (including
Australian Interpretations) adopted by the Australian Accounting
Standards Board, other authoritative pronocuncements of the
Australian Accounting Standards Board and the Australian
Securities Exchange {ASX} Listing Rules.

International Financial Reporting Standards {IFRS) refer ta the
overall framework of standards and pronguncements approved by
the International Accounting Standards Board (IASB). IFRS forms
the basis of AASBs. This financial report of the Parent and the
Cansolidated entity complies with IFRS.

The current IFRS standard for insurance contracts does not
include a comprehensive set of recognition and measurement
criteria. The IASB continues to work on a project to issue a
standard that does include such criteria, Until the issuance

of that standard, the financial reports of insurers in different
countries that comply with IFRS may not be comparable in terms
of the recognition and measurement of insurance contracts.

B. BASIS OF PREPARATION OF THE FINANCIAL REPQORT

The significant accounting policies adopted in the preparation

of this financial report are set out below. The accounting policies
adopted in the preparation of this financial report have heen
applied consistently by all entities in the Consolidated entity and
are the same as those of the previous year unless otherwise
noted. The financial statements have been prepared on the basis
of historical cost principles, as modified by certain exceptions
noted in the financial report, with the principal exceptions for the
Consolidated entity being the measurement of all investments and
derivatives at fair value and the measurement of the ocutstanding
claims liability and related reinsurance and other recoveries at
present value.

The presentation currency used for the preparation of this financial
report is Australian dollars.

The balance sheet is prepared using the liquidity format in

which the assels and liabilities are presented broadly in order of
liquidity. The assets and liabilities comprise both current amounts
(expected to be recovered or settled within 12 months after the
reporting date) and non current amounts (expected to he recovered
or settled more than 12 months after the reporting date). For those
assets and liabilities that comprise hoth current and non current
amounts, information regarding the amount of the item that is
expected to be outstanding longer than 12 months is included
within the relevant note o the financial statements,

L. Australian Accounting Standards issued but not yet effective
As at the date of this financiai report, there are a number of new
and revised accounting standards published by the Australian
Accounting Standards Board for which the mandatory application
dates fall after the end of this current reporting period.

Of these standards the following has been early adopted in the
current reporting period:
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AASB 2008-7 COST OF AN INVESTMENT IN A SUBSIDIARY,
JOINTLY CONTROLLED ENTITY OR ASSOCIATE

This standard eliminates the distinction between pre acquisition
and post acquisition dividends but establishes a new requirement
to immediately assess, based on minimum mandatory checks.
whether the payment of a dividend triggers a test for impairment
of the investment in the subsidiary from which the dividend

was received. The standard also clarifies that when a parent
reorganises the structure of its group by establishing a new entity
as a parent in a manner that satisfies specified criteria, the new
parent measures the cost of its investment in the previous parent
at the carrying amount of its share of the equity of the previous
parent at the date of the reorganisation. There has been no
immediate financial impact from the adoption of this standard.

The standards that have not been early adopted and that are
relevant to current operations are:

a. AASB 3 BUSINESS COMBINATIONS (REVISED MARCH 2008)
AND AASB 2008--3 .

The standards make a number of consequential amendments

to other standards arising from the issue of the revised AASB 3.
The standards are mandaterily applicahle for the first time to the
31 December 2008 financial report and is expected to be applied
prospectively from 1 July 2009,

b, AASB 101 PRESENTATION OF FINANCIAL STATEMENTS
(REVISED SEPTEMBER 20075 AND 2007-8

The standard makes a number of consequential amendments to
other standards arising from the issue of the revised AASB 101,
The standards are mandatorily applicable for the first time to the
31 December 2009 financial report. The revised standard requires
the presentation of a statement of comprehensive income and
makes changes to the statement of changes in equity but will

not affect any of the amounts recognised in the statements,

€. AASB 2008-2 AMENDMENTS TO AUSTRALIAN ACCOUNTING
STANDARDS—PUTTABLE BNANCIAL INSTRUMENTS AND
OBLIGATIONS ARISING ON LIQRIDATION

The standard is mandatorily applicable for the first time to the
31 December 2009 financial report. This amending standard
introduces an exception to the definition of financial Hability

to classify as equity instruments certain puttable financial
instruments and certain instruments that impose on an entity
an obligation to deliver to another party a pro rata share of the
net assets of the entity only on liguidation of the entity. These
changes will have no financial impact.

d. AASE 2008-1 AMENDMENTS TO AUSTRALIAN ACCOUNTING
STANDARD AASE 2 SHARE BASED PAYMENTS; VESTING
CONDITIONS AND CANCELLATIONS

The standard is mandatorily applicable for the first time to the

31 December 2009 financial report. This amending standard
clarifies that only service and performance conditions are vesting
conditions (change impacts only those arrangements which include
conditions unrefated to service such as including a condition that
the employee must hold a number of shares or awards linked to
savings plans), and that if a share based payment arrangement is
cancelled by a counterparty it is accounted for in the same way as
a cancellation by the entity being acceleration of the expense {this
change was to deal with companies trying to structure cancellations
as if the employee had cancelled trying to avoid acceleration of the
expense). These changes will have no financial impact.

e, AASB 20085 AMENDMENTS TO AUSTRALIA ACCOUNTING
STANDARDS ARISING FROM THE ANNUAL IMPROVEMENTS
PROJECT AND THE RELATED 2008-6

The standard makes 24 amendments to 15 standards impacting
recognition, measurement or presentation requirements as well
as other terminalogy ar editorial amendments. The standards are
mandatorily applicable for the first time to the 31 Decemher 2009
financial report with early adoption permitted. These changes are
not expected to have a significant, if any, financial impact.




MINIMUM FUNDING REQUIREMENTS AND THEIR INTERACTION
The interpretation is mandatorily applicable for the first time to
the 31 December 2008 financial report. This interpretation is
not expected to have a significant. if any, financial impact,

g. IFRIC 16 HEDGES OF A NET INVESTMENT IN A FOREIGN
OPERATION

" The interpretation clarifies three main areas:

a a parent entity may designate as a hedged risk only the foreign
exchange differences arising from a difference between its own
functional currency and that of its foreign operation {confirming
that the presentation currency does not create an expasure to
which an entity may apply hedge accounting);

@ which entity within a group ¢an hold a hedging instrument; and

a how an entity should determine the amounts to be reclassified
from equity to profit or loss for both the hedging instrument
and the hedged item when the entity disposes of the
investment. This interpretation is not expected to have
a significant, if any, financial impact.

h. AASB 8 OPERATING SEGMENTS AND AASB 2007-3

The standards make a number of consequential amendments to
other standards arising from the issue of AASB 8. The standards
are mandatorily applicable for the first time to the 31 December
2009 financial report. The revised standards will have no financiai
impact but will impact on financial report disclosures. The
revised standards require adoption of a ‘management approach’
to reporting on the financial performance. The information to

be reported will be based on information used internally by

key decision makers {o evaluate performance, A single set of
operating segments will replace the business and geographicat
segments currently disclosed.

It. Changes in accounting policies

There have been no changes in accounting policies which have
a material financial impact during the current financial year
reporting period.

Hl. ReclassHicatlons of comparatives

Certain items have been reclassified from the Consolidated
entity’s prior year financial report to conform to the current
period's presentation,

V. Rounding

Amounts in this financial report have been rounded to the nearest
million dollars, unless otherwise stated. The Company is the

kind of company referred to in the class order 98/100 dated

10 July 1998 issued by the Australian Securities & Investments
Commission. All rounding has been conducted in accordance

with that class order.

C. PRINCIPLES OF CONSOLIDATION

I. Subsidiaries )

Consolidation is the incorperation of the assets and liabilities

of the Parent and all subsidiaries as at'the reporting date and
the resuits of the Parent and all subsidiaries for the period then
ended as if they had operated as a single entity. The balances
and effects of intragroup transactions are eliminated from the
consolidation. Subsidiaries are those entities controlled by the
Parent. Cantrol exists when one company has the power, directly
or indirectly, to govern the financial and operating policies of

an entity so as to oblain benefits from its activities, Control is
presumed to exist when more than half of the voting power of an
entity is owned either directly or indirectly. In assessing control,
potential voting rights that are exercisable or convertible are
taken into account, Where an entity either began or ceased to
be controlled during the financial year, the results are included
only from the date control commenced or up to the date

control ceased.

The financial statements of all subsidiaries are prepared for

" consolidation for the same reporting period as the Parent, using

consistent accounting policies. The financial statements of
entities operating outside Australia that maintain accounting
records in accordance with overseas accounting principles
are adjusted where necessary to compiy with the significant
accounting policies of the Consolidated entity.

interests held by extemal parties are presented separately as
minority interests on the consolidated balance sheet, except
where the subsidiary is a trust or similar entity for which the
core equity is presented as a liability (this is the case with the
IAG Asset Management Wholesale Trusts that are subsidiaries,
refer note 25) in which case the third party interest is presented
separately on the consolidated balance sheet as a liability.

il. Associates

Associates, those entities over which significant influence is
exercised and which are not intended for sale in the near future,
are accounted for using equity accounting principles. Significant
influence is presumed to exist where between 20% and 50% of
the veting rights of an entity are held, but can also arise where
less than 20% is held through active involvement and influencing
policy decisions affecting the entity. The investment in associates
is initially recognised at cost (fair value of consideration provided
pius directly attributable costs} and is subsequently adjusted for
the post acguisition change in the investor's share of net assets
of the investee {generally referred to as the equity method). The
investor's share of the profit or loss of the investee is included

in the profit or loss of the Consolidated entity and disclosed

as a separate line in the income statement. Distributions
received reduce the carrying amount of the investment and are
not included as dividend revenue of the Consolidated entity.
Movements in the total eguity of the investee that are not
recognised in the profit or loss of the investee are recognised
directly in eqguity of the Consolidated entity and disclosed in the
statement of recognised income and expense. The investments
are reviewed annually for impairment. .

Where an entity either began or ceased to be an associate during
the financial year, the investment is equity accounted from the
date significant influence commenced or up to the date significant
influence ceased.

The financial statements of associates are adjusted where
necessary to comply with the significant accounting poficies
of the Consolidated entity. )

When the investor's share of losses exceeds its interest in the
investee, the camrying amount of the investment is reduced to
nil and recognition of further losses is discontinued except to
the extent that the investor has incurred obligations or made
paymernits, on behalf of the investee.

SIGNIFICANT ACCOUNTING POLICIES RELATED
TO GENERAL INSURANCE CONTRACTS

All of the general insurance products and reinsurance products
on offer, or utilised, meet the definition of an insurance contract
{a contract under which one party, the insurer, accepts significance
insurance risk from another party, the policyholder, by agreeing to
compensate the policyholder if a specified uncertain future event,
the insured event, adversely affects the policyholder) and none
of the contracts contain embedded derivatives or are required

to be unbundled. Insurance contracts that meet the definition

of a financial guarantee contract are accounted for as insurance
contracts. This means that all of the general insurance products
are accounted for in the same manner.

D. PREMIUM REVENUE

Premium revenue comprises amounts charged to policyholders
(direct premium) or other insurers {inwards relnsurance premium)
for insurance contracts. Premium includes fire service levies.

but excludes stamp duties and taxes collected on behaff of

third parties, including the goods and services tax. Premium is
recognised as eamed from the date of attachment of risk (generally

‘the date a contract is agreed to but may be earlier if persuasive

evidence of an amangement exists) over the period of the refated
insurance contracts in accordance with the pattern of the incidence
of risk expected under the contracts. The pattern of the risks
underwritten is generally matched by the passing of time. Premium
for unclosed business (business written close to reporting date
where attachment of risk is prior to reporting date and there is
insufficient information to accurately identify the business) is
brought to account based on previous years' experience with due
allowance for any changes in the pattern of new business and
renewals. The unearned portion of premium is recognised as an
unearned premium liability on the balance sheet.
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15 normally settleq between ov days and 1.2 months. ITne )
recoverability of premium receivable is assessed and provision
is made for impairment based on objective evidence and
having regard to past default experience. Premium receivable
is presented on the balance sheet net of any provision for
impairment.

E. OUTWARDS REINSURANCE

Premium ceded to reinsurers is recognised as an expense in
accordance with the pattern of reinsurance service received. °
Accordingly, a portion of outwards reinsurance premium expense
is treated as a prepayment and presented as deferred outwards
reinsurance expense on the balance sheet at the reporting date.

F. CLAIMS

The outstanding c¢iaims liability is measured as the central
estimate of the present value of expected future payments
relating to claims incurred at the reporting date with an additional
risk margin to allow for the inherent unceriainty in the central
estimate. The liability is measured based on the advice of/
valuations performed by, or under the direction of, the appointed
actuary. The expected future payments include those in relation
to claims reported but not yet paid or not yet paid in full, claims
incurred but not enough reported (IBNER), claims incurred but
not reported (IBNR) and the anticipated direct and indirect claims
handfing costs. The liability is discounted to present value using
a risk free rate.

Claims expense represents claim payments adjusted for the
movement in the outstanding claims liability.

The estimation of the outstanding claims liahility involves a
number of key assumptions and is the most critical accounting
estimate. All reasonable steps are taken to ensure that the
information used regarding claims exposures is appropriate.
However, given the uncertainty in establishing the liability, it is
likely that the final outcome will be different from the original
liability established. Changes in ¢laims estimates are recognised
in profit or loss in the year in which the estimates are changed.

G. REINSURANCE AND OTHER RECOVERIES

Reinsurance and other recoveries received or receivable on paid
claims and on sutstanding claims liabilities (notified and not yet
notified) are recognised as income. Recoveries receivable on paid
claims are presented as part of trade and other receivables net
of any provision for impairment based on objective evidence for
individual receivables. All recoveries receivable on outstanding
claims liabilities are measured as the present vatue of the
expected future receipts calculated on the same basis as

the outstanding claims liabifity. Reinsurance does not relieve
the orniginating insurer of its liabilities to policyholders and is
presented separately on the balance sheet.

H. ACQUISITION COSTS

Costs associated with obtaining and recording general insurance
contracts are referred to as acquisition costs. These costs include
advertising expenses, commissions or brokerage paid to agents
or brokers, premium coltection costs, risk assessment costs

and other administrative costs. Profit commission received from
third party names relating to providing managing agency services
to Lloyd's syndicates is also included in acquisition costs. Such
costs are capitalised where they relate to the acquisition of new
business or the renewal of existing business, are presented

as deferred acguisition costs, and are amortised on the same
basis as the earning pattern of the premium over the period of
the related insurance contracts. The balance of the deferred
acquisition costs at the reporting date represents the capitalised
acquisition costs relating to unearned premium.

I UABILITY ADEQUACY TEST-

The liability adequacy test is an assessment of the carrying
amount of the unearned premium liability and is conducted at
each reporting date. if current estimates of the present value of
the expected future cash flows relating to future claims arising
from the nghts and obligations under current general insurance
contracts, plus an additional risk margin to reflect the inherent
uncertainty in the central estimate, exceed the unearned premium
liability (net of reinsurance} less retated deferred acquisition costs,
then the uneamed premium liability is deemed to be deficient.
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are suject 10 broadly similar nsks and that are managed together
as a single portfolio. Any deficiency arising from the test is
recognised in profit or loss with the corresponding impact on the
balance sheet recognised first through the write down of deferred
acquisition costs for the relevant portfolio of contracts, with any
remaining balance being recognised on the balance sheet as an
unexpired risk liability.

J. LEVIES AND CHARGES

Levies and charges, for which the amount paid does not depend
on the amounts collected, as is the case with fire service levies
in Australia, are expensed on the same basis as the recognition
of premium revenue, The portion relating to unearned premium
is treated as a prepayment and presented as deferred levies and
charges on the balance sheet. A liability for levies and charges
payable is recognised on business written 1o the reporting date.
QOther levies and charges that are simply collected on behaif of
third parties are not recognised as income or expense in profit
or loss.

SIGNIFICANT ACCOUNTING POLICIES
APPLICABLE TO OTHER ACTIVITIES

K, FEE AND OTHER INCOME

Fee based revenue is brought to account on an accruals

basis being recognised as revenue on a straight line basis in
accardance with the passage of time as the services are provided.
Qther income is recognised on an accruals basis.

L. LEASES

The majonty of leases entered into are operating leases,

where the lessor retains substantially all the risks and benefits
of ownership of the leased items, The majority of the lease
arrangements are entered into as lessee for which the lease
paymenis are recognised as an expense on a straight line basis
over the term of the lease. Certain sub lease arrangements are
entered into as the lessor for which the lease payments are
recognised as revenue on a straight line basis over the term

of the lease.

Lease incentives relating to the agreement of a new or renewed
operating lease are recognised as an integral part of the net
consideration agreed for the use of the leased asset, Operating
lease incentives received are initially recognised as a liability, are
presented as trade and other payables, and are subsequently
reduced through recognition in proftit or loss as an integral

part of the total lease expense {lease payments are allocated
between rental expense and reduction of the liability) on a
straight line basis over the peried of the lease.

M, TAXATION
L Incomae tax
Income tax on the result for the year comprises current and

" deferred tax. income tax is recognised in profit or loss except to

the extent that it relates to items recognised directly in equity, in
which case it is recognised in equity.

Current tax expense is the expected tax payable on the taxable
income for the year, using tax rates for each junisdiction, and any

' adjustment to tax payahle in respect of previous financial periods.

Deferred tax expense is the change in deferred tax assets and
liabilities between the reporting periods.

Deferred tax assets and liabilities are recognised using the

balance sheet method for temporary differences between the
carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for taxation purposes, except in
the following circumstances when no deferred tax asset or liability
is recognised:

o 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 profit or taxable profit or loss;

o temporary differences between the carrying amount and tax
bases of investments in subsidiaries where it is probable that
the differences will not reverse in the foreseeable future; and

u temporary differences relating to the initial recognition
of goodwiil.




manner of realisation or settlement of the carrying amount of
assets and liabilities, using tax rates enacted or substantively
enacted at reporting date. Deferred tax assets are recognised only
1o the extent that it is probable that future taxable profits will be
available against which the asset can be utilised.

Il. Tax consolidation

The Parent and its Australian resident wholly owned subsidiaries
adopted the tax consolidation legistation with effect from 1 July
2002 and are therefore taxed as a single entity from that date.
The Parent entity is the head entity within the tax-consolidated

group.

Current tax expense/income and deferred tax assets and
liabilities arising from temporary differences of the members of
the tax-consolidated group are recognised in the separate financiel
statements of the members of the tax-consolidated group using
the 'separate taxpayer within group’ approach by reference to the
carrying amounts in the separate financial statements of each
entity and the tax vatues applying under tax consolidation,

Any current tax liabilities {or assets) and deferred tax assets
arising from unused tax losses of the subsidiaries are assumed
by the head entity in the tax-consolidated group and are
recognised as amounts receivable/{payable) from/(to) other
entities in the tax-consolidated group in conjunction with any
tax funding arrangement amounts {refer below). Any difference
between these amounts is recognised by IAG as an equity
contribution or distribution.

IAG recognises deferred tax assets arising from unused tax losses
of the tax-consolidated group to the extent that it is probable

that future taxable profits of the taxconsolidated group will be
available against which the asset can be tilised.

NATURE OF TAX FUNDING ARRANGEMENTS

AND TAX SHARING ARRANGEMENTS

The head entity, in conjunction with members of the
tax-consolidated group, has entered into a tax funding
arrangement which sets out the funding obligations of members
of the tax-consolidated group with respect to tax amounts. The
tax funding arrangements require payments to/from the head
entity equal to the current tax liability/{asset) assumed by the
head entity and any tax loss deferred tax assets (associated
with tax losses of the wholly owned subsidiaries) assumed by
the head entity. This results in the head entity recognising an
intercompany receivable/(payable) equal in amount to the tax
liability/{asset) assumed. The intercompany amount receivable/
(payable) is at call.

Contributions to fund the current tax labilities are payable as
per the tax funding arrangement and reflect the timing of the
head entity’s obligation to make payments for tax liabilities
to the relevant tax authorities.

The head entity, in conjunction with members of the
tax-consolidated group, has also entered into a tax sharing
agreement. The tax sharing agreement provides for the
determination of the allocation of income tax liahilities between
the entities of the taxconsolidated group shoutd the head
entity default on its tax payment obligations. No amounts have
been recognised in the financial statements in respect of this
agreement as payment of any amounts under the tax sharing
agreement is considered rernote. '

Hl. Goods and services tax

Revenue, expenses and assets are recoghised net of the amount -

of goods and services tax (GST), except where the amount of
GST incurred is not recoverable from the Australian Taxation
Office (ATO). In these circumstances the GST is recognised as
part of the cost of acquisition of the asset or as part of an item
of expense.

Receivables and payables are stated inclusive of GST. The

net amount of GST recoverable from, or payable to, the ATO is
included as part of other receivables and payables on the balance
sheet. Cash flows are included in the cash flow statement on

a gross basis. The GST components of cash flows arising from
investing and financing activities, which are recoverable from, or
payable to, the ATO are classified as operating cash flows.

Investments comprise assets held to back insurance liabilities
(also referred to as technical reserves) and assets that
represent equity holders’ funds. All investments are managed
and performance evaluated on a fair value basis for both
external and internal reporting purposes in accordance with

a documented risk management strategy.

All investments are designated as fair value through profit or loss
upon initial recognition. They are initially recorded at fair value
{being the cost of acquisition excluding transaction costs) and
are subsequently remeasured to fair value at each reporting date.
Changes in the fair vaiue from the previous reporting date (or
cost of acquisition excluding transaction costs if acquired during
the financial period) are recognised as reatised or unrealised
investment gains or losses in profit or loss. Purchases and sales
of investments are recognised on a trade date basis, being

the date on which a commitment is made to purchase or sell

the asset. Transaction costs for purchases of investments are
expensed as incurred and presented in the income statement as
investment expenses on assets backing insurance liabilities and
corporate, administration and other expenses for investments that
represent equity holders® funds. trvesiments are derecognised
when the rights to receive future cash flows from the assets have
expired, or have been transferred, and substantially all the risks
and rewards of ownership have transferred.

For securities traded in an active market, fair value is determined
by reference to published bid price quotations. For trust securities
this generally means using the redemption price provided by

the trustee. For securities not traded, and for securities traded

in @ market that is not active, fair value is determined using
valuation technigues with the most common technigue being
reference to ohservable market data by reference to the fair
values of recent am's length transactions involving the same
instruments or other instruments that are substantially the same.
An alternative valuation technique that is used for a small number -
of investments is a discounted cash flow methodology.

Investment revenue, comprising dividends, trust distributions and
interest, is brought to account on an accruals basis. Revenue on
investment in equity securities and property trusts is deemed to
accrue on the date the dividends/distributions are declared, which
for listed equity securities is deemed to be the ex dividend date,
Dividend revenue from Austrafian equities is received net of any
franking credits.

0. INVESTMENT [N SUBSIDIARIES

Investment in subsidiaries is initially recognised at cost (fair
value of consideration provided plus directly attributable costs}
and are subsequently carried in the Parent’s financial statements
at the lower of cost and recoverable amount. Costs incurred in
investigating and evaluating an acguisition up to the paint of
formal commitment to an acquisition are expensed as incurred.
Where the carrying vatue exceeds the recoverable amount, an
impairment charge is recognised in profit or loss which can
subsequently be reversed in certain conditions. ’

Income from these investments, comprising dividends and
trust distributions, are brought to account on an accruals
basis. Dividend revenue is accrued on the date the dividends
are declared.

© P INVESTMENT IN JOINT VENTURES AND ASSOCIATES

Investment in joint ventures ‘and associates is initially recognised
at cost {fair value of consideration provided plus directly
attributabie costs) by the entity helding the ownership interest,
including attributed goodwill, and is subseguently carried

in the entity’s financial statements at the lower of cost and
recoverable amount. .

Q. DERIVATIVES

A variety of derivatives are used for the sole purpose of
managing risk exposures. Derivatives are not held for trading
or speculative purposes.

Derivatives are initially recognised at fair value (generally the
transaction price; the fair value of the consideration given or
received) on the date a derivative contract is entered into and
are subseqguently remeasured to fair value at each reporting
date. The fair value is determined by reference to current market
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the current ask price for derivatives presented as liabilities) or
generally accepted valuation principles. The derivatives become
favourable {(assets) or unfavourable (liabilities) as a result of
fluctuations in market rates relative to their terms. The method
of recognising the resulting gain or loss depends on whether the
dervative is designated as a hedging instrument, and if so, the
nature of the item being hedged. Transaction costs for purchases
of derivatives are expensed as incurred and presented in the
income statement as investment expenses for assets backing
insurance liabilities and corporate, administration and other
expenses for assets representing equity holders’ funds.

I, investment operations

All of the derivatives managed in conjunction with the investment
operations are recognised on the balance sheet {presented
together with the underlying investments) at fair value with
movements in fair value being recognised as part of investment
incame in prefit or loss. None of the deyivatives is desighated for
hedge accounting. This matches the accounting for the derivatives
with the accounting for the underlying investments.

1. Corporate treasury operations

Derivatives are used to hedge expasure to foreign currency

and interest rate movements in relation to corporate treasury
transactions, including borrowings. While there are a number of
economic hedges in place, not all of these transactions have been
selected for hedge accounting, Where hedge accounting is not
applied the derivative and the hedged tem are recognised and
measured independently as if there was no hedging relationship
with the derivative being recognised on the balance sheet at fair
value with movements in fair value being recegnised in profit or
loss. The derivatives are classified as assets and presented as
receivables when the fair value is positive, or as liabilities and
presented as payables when the fair value is negative, except for
¢ross currency swaps relating to borrowings, which are presented
together with the borrowings.

Ili. Hedge accoutting )
Where derivatives are designated for hedge accounting, they are
classified as:

e hedge of the change in fair value of recognised assets or
liabilities or firm commitments {fair value hedge);

e hedge of the variability in highly probable future cash flows
attributable to a recognised asset or liability, or a forecast
transaction {cash flow hedge); or

u hedge of a net investment in a foreign operation {net
investment hedge}.

Hedge accounting may be applied to derivatives designated as
hedging instruments provided certain criteria are met. Certain
transactions have been desighated as either a cash flow hedge or
a net investment hedge.

To gualify for hedge accounting, at the inception of the hedge

and throughout its life, each hedge must be expected to be
highly effective {prospective effectiveness). Actua! effectiveness
(retrospective effectiveness) in the range of 80% to 125% must
also be demonstrated on an ongoing basis. At the inception of

a hedging refationship, the relationship between the hedging
instruments and hedged items is documented, as well as the risk
management objective and strategy for undertaking the hedge.

a. CASH FLOW HEDGE

The effective portion of changes in the fair value of derivatives
that are designated and qualify as cash flow hedges is recognised
in reserves as part of equity. Any gain or loss relating to an
ineffective portion is immediately recognised in profit or loss,

When the forecast transaction that is hedged results in the
recognition of a financial asset or a financial liability, the associated
gains and losses that had been deferred in equity are transferred
into profit or loss in the same period or periods during which the
asset acquired or liability assumed affects profit or loss. When the
forecast transaction that is hedged results in the recognition of a
non financial asset or a non financial liability, the associated gains
and losses that had been deferred in equity are transferred from
equity and included in the initial measurement of the cost of the
asset or liability.
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acquisition of a business only when the derivative is expected

{0 reduce exposure to the risks being hedged, is designated
prospectively so that it is clear when a forecast transaction has

or has not occurred, and it is probable the forecast transaction will
oceur, Hedge accounting is applied where such hedges meet the
hedge accounting requirements. Gains or losses on the derivative
ansing up to the date of the forecast transaction, together with
any costs arising at the time of entering into the derivative, are
deferred and included in the measurement of the transaction
{typically cost of acquisition of a business). Any gains or losses on
the derivative afier the transaction date are recognised in profit or
loss. If the transaction does not occur as anticipated, the costs
are immediately expensed.

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 until
the forecast transaction is ultimately recognised in profit or loss.
When a forecast transaction is no longer expected to occur, the
cumuiative gain or loss that was reported in equity is immediately
transferred to profit or loss.

bh. NET INVESTMENT HEDGE

Hedges of net investments in foreign operations are accounted
for similarly to cash flow hedges. Any gain or loss on the
hedging instrument relating to the effective portion of the
hedge is recognised in equity while the gain or loss relating

to the ineffective portion is immediately recognised in profit

or loss. Gains and losses accumulated in the equity reserve
are recognised in profit or loss upon the disposal of the
foreign operation.

IV. Embedded derivatives

Derivatives embedded in other financial instruments or other non
financial host contracts are treated separately when their risks
and characteristics are not ciosely related to those of the host
contract and the host contract is not carried at fair value with
movements recognised in profit or loss. Where an embedded
derivative is required to be separated, it is measured at fair value.

Embedded derivatives are assessed for separation from their host
contract when the entity first becomes a party to the contract and
are not reassessed unless there is a significant change in the
terms of the contract,

R. TRADE AND OTHER RECEIVABLES

Trade and other receivables are stated at the amounts to be
received in the future and are presented net of any provision for
impairment. The amounts are discounted where the effect of

the time value of money is material. The recoverability of debts

is assessed on an ongoing basis and provision for impairment

is made based on objective evidence and having regard to past
default experience. The impairment charge is recognised in profit
or loss. Debts which are known to be uncollectible are written off,

S. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment is initially recorded at cost which

is the fair value of consideration provided plus incidental costs
directly attributable to the acquisition {for land and buildings held
as at 30 June 2004, the fair value ai that ¢ate has been used as
the deemed cost). The cost of plant and equipment that is located
on certain leased premises is increased by the present value of
the estimated future cost for dismantling and remaoving the items
when the relevant atterations are made to the premises with a
corresponding recognition of a lease provision {refer to note 1.Y).
All items of property, plant and equipment are carried at cost less
accumulated depreciation and accumulated impairment charges.
tems other than fand are depreciated using the straight fine
method at rates based on the expected useful lives of the assets
taking into account estimated residual values. Depreciation rates

" and residual values are reviewed annually and any changes are

accounted for prospectively. The per annum depreciation rates
used for each class of asset are as follows:;

{ CLASS OF ASSEF o DEPRECIATION RATES |
Buildings 2%-5%
Motor vehicles 12.5%-20%
Qther plant and equipment 6.67%40%




equipment is reviewed each reporting date by determining whether
there is an indication that the carrying value of a class may be
impaired. If any such indication exists, the item is tested for
impairment by comparing the recoverable amount of the asset

or its cash generating unit to the camying value. An impairment
charge is recognised whenever the carrying value exceeds the
recoverable amount. Impairment charges are recoghised in profit
or loss and may be reversed where there has been an indication
that the loss may no longer exist and/or a change in the
estimates used Lo determine the recoverable amount.

The net gain or foss on disposal of items of property, plant and
equipment is recognised in profit or loss and is calculated as the
difference between the carrying amount of the asset at the time
of disposal and the net proceeds on disposal including transaction
costs and other expenses associated with the disposal.

T. BUSINESS COMBINATIONS

Business combinations are accounted for using the acquisition
method. Business combinations occur when control is obtained
over an entity or business.

The accounting for an acquisition involves the cost of the
business combination being allocated to the individual assets
acquired (tangible and intangible) and the individual liabilities
assumed (including contingent liabilities) based on their separate
fair values determined at the acquisition date. Goodwill represents
the excess of the purchase consideration plus incidental costs
over the fair value of the net identifiable assets and contingent
liabilities acquired. If the cost of acquisition is less than the

fair value of the net identifiable assets and contingent liabilities
acquired, the difference is recognised immediately in profit.

Where settlement of any part of ¢ash consideraiion is deferred,
the amounts pavable in the future are discounted to their present
value at the date of exchange. The discount rate used is the
incremental borrowing rate, heing the rate at which a similar
borrowing could be obtained from an independent financier
under comparable terms and conditions,

Where the initial accounting for a business combination is
determined only provisionally by the first reporting date after
'acquisition date, the business combination is accounted

for using those provisional values. Any subsequent
adjustments to those provisional values are recognised within
12 months of the acquisition date and are applied effective
from the acquisition date.

Where a business combination is achieved in stages {commonly
referred to as a step acquisition), each exchange transaction

is treated separately, using the cost of the transaction and the
fair value information at the date of each exchange transaction,
to determine the amount of any goodwill associated with that
transaction. Before gualifying as a business combination,

a transaction may qualify as an investment in an associate
{refer note 1.C}. With investments in joint ventures and
associates, where control is not obtained, the goodwill is included
in the carrying amount of the investment in the joint venture and
associate, rather than being presented as a separate asset.

Acquisitions and disposals (where cantrol is retained) of minority
interests are treated as transactions between equity holders.
Therefore, any difference between the acquisition cost of the
minority interest and the carrying amount of the minority interest
is recognised as an increase or decrease in equity.

U. INTANGIBLE ASSEYS

L. Acquired intangible assets

Acquired intangible assets are initially recorded at their cost at
the date of acquisition being the fair value of the consideration
provided and, for assets acquired separately, incidentat costs
directly attributable to the acquisition. Intangible assets with
finite useful lives are amortised on a straight line basis (unless
the pattern of usage of the benefits is significantly different)
over the estimated useful fives of the assets being the pericd in
which the related benefits are expected to be realised (shorter
of legal duration and expected economic life). Amortisation rates
and residual values are reviewed annually and any changes are
accounted for prospectively. The per annum amgortisation rates
used for each class of asset are as follows:

Lloyd's syndicate capacity n/a
Brands ‘ 5%20%
Distribution channels 8%-14%
Customer relationships 10%-17%
Qther contractual arrangements 20%-33%

The carrying amount of intangible assets with finite useful lives
is reviewed each reporting date by determining whether there is
an indication that the carrying value may be impaired. If any such
indication exists, the item is tested for impairment by comparing
the recoverable amount of the asset or its cash generating unit to
the carrying value. Where the recoverable amount is determined
by the value in use, the projected net cash flows are discounted
using a pre tax discount rate. For assets with indefinite useful
lives, the recoverability of the carrying vaiue of the assets

is reviewed for impairment at each reporting date, or more
frequently if events or changes in circumstances indicate that

it might be impaired. An impairment charge is recognised when
the carrying value exceeds the calcufated recoverable amount.
Impairment charges are recognised in profit or loss and may be
reversed where there has been a change in the estimates used
to determine the recoverable amount.

Il. Software development expenditure

Seftware development expenditure that meets the criteria for
recognition as an intangible asset is capitalised on the balance
sheet and amortised over its expected useful life, subject to
impairment testing. Costs incutred in researching and evaluating
a project up to the point of formai commitment to a project are
treated as research costs and are expensed as incurred. Only
software development projects with total budgeted expenditure

of more than $2 million are considered for capitalisation or where
such services are provided under a comprehensive outscurcing
agreement. Smaller projects and other costs are treated as
maintenance costs, being an ongding part of maintaining effective '
computer systems, and are expensed as incurred.

All such capitalised costs are deemed to have an expected useful
life of three years unless it can be clearly demonstrated for a
specific praject that the majority of the net benefits are to be
generated over a longer period. The capitalised costs are amortised
on a straight line basis over the period following completion of a
project or implementation of part of a project. The recoverability of
the carrying amount of the asset is assessed in the same manner
as for acquired intangible assets with finite useful lives,

" V. GOODWHL

Goodwill acquired in a business combination is initially measured
at cost being the excess of the purchase consideration plus
incidental costs over the fair value of the net identifiable assets
and contingent liabilities acquired and is subsequently presented
net of any impairment charges. Goodwill arising on acquisitions
prior to 1 july 2004 has been carried forward on the basis of its
deemed cost being the net carrying amount as at that date.

Goodwill is allocated to cash generating units {the smalfest
identifiable group of assets that generates cash inflows that

are largely independent of the cash inflows from other assets

or groups of asseis) expected to benefit from the synergies of

a business combination for the purpose of impairment testing.
Cash generating units are determined based principally on how
gooowill is monitored by management. The recoverability of the
carrying value of the goodwill allocated to each cash generating
unit is tested for impairment at each reporting date, or more
frequently if events or changes in circumstances indicate that

it might be impaired, by determining the present value (using a
pre tax discount rate that reflects the current market assessments
of the risks specific to the cash generating unit) of projectec )
net cash flows based on the five year business plans approved

by management. Net cash flows beyond the five year period

are extrapolated based on growth rates relevant to the
asset/business which are consistent with long term industry
averages. Where the carrying value exceeds the recoverable

*amount, an impairment charge is recognised in profit or loss

and cannot subsequently be reversed.
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included in the share of net assets used in the calculation
of the gain or loss on disposal.

W. TRADE AND OTHER PAYABLES

Trade and other payables are carried at cost, which is the fair
value of the consideration to be paid in the future for goods and
services received. The amounts are discounted where the effect
of the time value of money is material.

X. RESTRUCTURING PROVISION

A restructuring provision is recognised for the expected costs
associated with restructuring where there is a detailed formal
plan for restructure and a valid expectation has been raised in
those persons expected to be affected. The provision is based

on the direct expenditure to be incurred which is both directly and
necessarily caused by the restructuring, including termination
benefits, decommissioning of infermation technology systems and
exiting surplus premises, and does not include costs associated
with on going activities. The adeguacy of the provision is reviewed
regularly and adjusted if required. Revisions in the estimated
amount of a restructuring provision are reported in the period

in which the revision in the estimate occurs. The provision is
discounted using a pre tax discount rate where the effect of the
time value of money is material. Where discounting is applied, the
increase in the provision due to the passage of time is recognised
as a finance cost.

Y. LEASE PROVISION

Certain of the operating leases for property require that the land
and/or building be returned to the fessor in its original condition,
however, the related operating lease payments do not include an
element for the cost this will involve. The present value of the
estimated future cost for the plant and equipment to be removed
and the premises to be returned to the lessor in its onginal
condition are recognised as a lease provision when the relevant
alterations are made to the premises. The costs are capitalised
as part of the cost of ptant and equipment and then depreciated
over the useful lives of the assets {refer note 1.S).

Z. ONEROGUS CONTRACTS PROVISION

A provision is recognised for onerous contracts when the
expected benefits to be derived from a contract are lower than the
unavoidable cost of meeting the obligations under the contract.

AA. EMPLGYEE BENEFITS .

1. Wages and salaries, annual leave and sick leave

Liabilities for wages and salaries {including bonuses}, annual leave
and sick leave are recognised at the nominal amounts unpaid at
the reporting date using remuneration rates that are expected

to be paid when these liabilities are settled, inctuding on costs.

A liability for sick leave is considered to exist only when it is
probable that sick leave taken in the future will be greater than
entitlements that will accrue in the future.

1k Long service leave

A liability for long service leave is recognised as the present

value of estimated future cash outflows to be made in respect

of services provided by employees up to the reporting date. The
estimated future cash outflows are discounted using interest rates
on national government guaranteed securities which have terms to
maturity that match, as closely as possible, the estimated future
cash outflows. Factors which affect the estimated future cash
outflows such as expected future salary increases, experience of
employee departures and period of service, are incorporated in
the measurement.

Ilt. Share based incentive arrangements

Share hased remuneration is provided in different forms to eligible
empioyees and IAG directors. All of the arrangements are equity
settled share based payments. The fair value at grant daie (the
date at which the employer and the employee have a shared
understanding of the terms and conditions of the arrangement)
is determined for each-equity settled share based payment using
a valuation model which excludes the impact of any non market
vesting conditions. This fair value does not change over the

life of the instrument. At each reporting date during the vesting
period (the period during which related employment services

are provided), and upon the final vesting 'or expiry of the equity
instruments, the total accumulated expense is revised based on
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of equity Instruments that are expected to vest based on non
market vesting conditions only, and taking into account the expired
portion of the vesting period. Changes in the total accumulated
expense from the previous reporting date are recognised in profit
or loss with a corresponding movement in an equity reserve. Upon
exercise of the relevant instruments, the balance of the share
based remuneration reserve relating to those instruments is
transferred within equity.

The different treatment of market and non market vesting
conditions means that if an equity instrument does not vest
because a participant ceases relevant employment then the
accumulaied expense charged in relation to that participant is
reversed, but if an equity instrument does not vest only because
a market condition is not met, the expense is not reversed.

To satisfy obligations under the various share based remuneration
plans, shares are generally bought on market at or near grant
date of the relevant arrangement and held in trust. Shares held

in trust that are controlled for accounting purposes are treated

as treasury shares held in trust {refer note 1.GG).

IV, Superannuation *

Contributions are made to various superannuation plans, both
defined contribution and defined benefit superannuation plans,
in accordance with their govemning rules and, for defined benefit
superannuation plans, recommendations from their respective
actuaries, which are designed to ensure that each plan's
funding provides sufficient assets to meet its liabilities over

the longer term.

For defined contribution superannuation plans, obligations for
contributions are recognised in profit or loss as they become
payable. For defined benefit superannuation plans, the net
financial position of the plans is recognised on the balance sheet
and the movement in the net financial position is recogrised in
profit or loss, except for actuarial gains and losses (experience
adjustments and changes in actuarial assumptions}, which are
recognised directly in retained earnings.

BEB. INTEREST BEARING LIABILITIES AND FINANCE COSTS
Interest bearing liabilities are initially recognised at fair value iess
trangaction costs that are directly attributable to the transaction.
After initial recognition the liabilities are carried at amortised cost
using the effective interest method.

Finance costs include Interest, which is accrued at the contracted
rate and included in payables, amortisation of transaction costs
which are capitalised, presented together with the borrowings,
and amortised over the life of the borrowings or a shorter period
if appropriate, and amortisation of discounts or premiums

{the difference between the original proceeds, net of transaction
costs, and the settlement or redemption value of borrowings)
over the term of the liabilities. Where interest payments are
subject to hedge accounting, they are recognised as finance
costs net of any effect of the hedge.

CC. FOREIGN CURRENCY

I. Functional and presentation cumency

Items included in the financial records of each of the entities
within the Consolidated entity are measured using the currency
of the primary economic environment in which the entity
operates (the functional currency). For nearly all entities, this

is the local currency of the country in which it operates. The
financial statements are presented in Australian dollars, which
is the functional and presentation currency of the Parent and
the presentation currency of the Consolidated entity.

Il. Translation of foreign currency transactions

Foreign currency transactions are translated into the functional
currency for each of the entities within the Consolidated

entity using the exchange rates prevailing at the dates of the
transactions. Monetary assets and liabilities denominated in
{foreign currencies at reparting date are translated to Australian
dollars using reporting date exchange rates. Resulting exchange
differences are recognised in profit or loss except for those
refating to foreign operations and hedging transactions as

per sections Il and IV belaw.



The financial position and performance of foreign operations
with a functional currency other than Australian dollars are
translated into the presentation currency for inclusion in the
consolidated financial statements. The assels and liabilities

are translated using reporting date exchange rates while eqguity
items are translated using historical rates. items from the
income statement are translated using weighted average rates
for the reporting period. Exchange differences atising from the
translations are recorded directly in equity in the foreign currency
translation reserve. Goodwill and fair value adjustments arising on
the acquisition of a foreign operation are treated as assets and
liabilities of the foreign operation and translated using reporting
date exchange rates.

On the disposal of a foreign operation, the cumulative amount

of the exchange differences deferred in the foreign currency
translation reserve retating to that foreign cperation is recognised
in profit or loss.

IV. Hedge transactions ‘

Derivatives are used to hedge the foreign exchange risk relating
to certain transactions. Refer to note 1.Q.) for details of the
relevant accounting policies.

V. Principal exchange rates used

The reporting date exchange rates and the annual average daily
exchange rates for selected currencies as an indication of the
rates used for the current period are provided.

1

INCOME STATEMENTS |
BALANCE SHEETS AND CASH FLOWS |
L 2008 2007 2008 2007 |
New Zealand
dollar 0.79310 0.91060 0.85634 0.87139
British pound 2.07383 236486 2.23326 2.45813
Thai baht 0.03117 0.03701 0.03551 0.03587
United States
dollar 1.04205 117869 1.11508 1.27269

DD, PROVISION FOR DIVIDENDS

Provision for dividends is made in respect of ordinary shares
where the dividends are declared on or before the reporting
date but have not yel been distributed at that date.

EE. EARNINGS PER SHARE

|. Basic earnings per share .

Basic eamnings per share is determined by dividing the profit or
foss attributable to equity hotders of the Parent hy the weighted
average number of shares of the Parent on issue during the
reporting period, net of treasury shares held in trust.

H, Diluted carnings per share

Diluted earnings per share is determined by dividing the profit
or loss attributable to equity holders of the Parent used in the
calculation of basic earnings per share, adjusted for relevant
costs associated with dilutive potential ordinary shares, by
the weighted average number of ordinary shares and dilutive
potential ordinary shares.

FF. SHARE CAPITAL

Shares are classified as equity when there is no obligation to
transfer cash or other assets to the holder. Transaction costs
directly attributable to the issue of equity instruments are shown
in equity as a deduction from the proceeds, net of tax.

GG. TREASURY SHARES HELD IN TRUST ]

Ordinary shares of IAG that are controlled for accounting purposes
by share based remuneration trusts that are subsidiaries of

the Consolidated entity, are presented on the batance sheet -

as treasury shares held in trust. The shares are measured at
cost (total amount paid to acquire the shares including directly
attributable costs), and are presented as a deduction from equity
until they are otherwise dealt with. No gain or loss is recognised
in profit or loss on the sale, cancellation or reissue of the shares.
The shares are derecognised as treasury shares held in trust
when the shares vest or are released to the participant.

Reset exchangeable securities (RES) were initially measured at
fair value (which was equivalent to the face value} less transaction
costs incurred in issuing the securities. On the balance sheet,

the RES liability is offset against the investments purchased
{Portfolio} from the proceeds of the RES, as there is a legal right
of set off and it is the intention that the Portfolio and the RES
liability would be settled simuftanecusly. Transaction costs are
capitalised, presented together with interest bearing liabilities, and
are amortised using the effective interest method over five years
from the date of issue. Interest expense on the RES is brought

to account on an accruals basis and payable quarterly subject

10 the terms of issue. The interest expense on the RES is offset
against the interest income generated from the Portfolio in the
income slatement.

The RES incorporates an embedded derivative which is
recognised separately.

NOTE 2. CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS

In the process of applying the significant accounting poelicies,
certain critical accounting estimates and assumptions are used,
and certain judgements are made.

The estimates and related assumptions are based on experience
and other factors that are considered to be reasonable, the
results of which form the basis for judgements about the carrying
values of assets and liabilities. Actual results may differ from
these estimates. The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the pericd in which the estimates are revised,
and future periods if relevant,

The areas where the estimates and assumptions involve a high
degree of judgment or complexity and are considered significant
to the financial statements, listed together with reference o the
notes to the financial statements where more information is
pravided, are:

m insurance contracts related
- claims, refer note 11;

- reinsurance and other recoveries on outstanding claims,
refer note 12; and .

— liability adequacy test, refer note 14.B.

There are other amounts relating to insurance contracts
that are based on aliocation methodologies supported by
assumptions (eg deferred acguisition costs; which costs in
the shared services model (refer note 4) are related to the
acquisition of general insurance contracts and so eligible
for deferral), The estimates relate to past events, do not
incorporate forward looking considerations, and do not
change from year to year.

o other
— restructuring provisions, refer note 36,

— intangible assets and goodwill impairment testing,
refer notes 18 and 19;

— acquired intangible assets initial measurement and
determination of useful life, refer notes 18 and 24;

~ provisional accounting of business combinations,
refer note 24;

— share based remuneration, refer note 28;

- defined henefit superannuation arrangements,
refer note 29; and

- embedded derivatives, refer note 33.

The accounting judgements made during the year that did not
involve estimations, including determination of the existence of
control when entities are not wholly owned, the recognition of the
identifiable intangible assets acquired in a business combination,
and the probability of recovering carry forward tax {osses, are
considered to have had no significant impact on the amounts
recognised in the financial report (2007—none).
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PARENT CONSOLIDATED
2008 2007 2008 2007
Sm m $m $m
A. GENERAL INSURANCE REVENUE
Gross written premium - - 7,793 7.381
Movement in uneamed premiumn liability - - {28) (174)
Premium revenue - - 7,765 7.207
Direct premium revenue - - 7,741 7,192
Inwards reinsurance premium revenue - - 24 15
Premium revenue - - 7,765 7,207
Reinsurance and other recoveries revenue - - 438 871
Total general insurance revenue - - 8,203 8,078
B. INVESTMENT INCOME
Dividend revenue 716 396 49 59
Interest revenue 40 29 531 442
Trust revenue - - 55 61
Total investment revenue 756 425 635 - 562
Net changes In Ialr values of Investments
Realised net gains and (losses) 10 7 29 (23)
Unrealised net gains and (losses) {7) {6) {209) 185
Total investment income 759 426 455 724
Represented by
Investment income on assets backing insurance liabilities . - - 456 381
Investment income on equity holders’ funds 759 426 (1) 343
759 426 455 724
C. FEE AND OTHER INCOME
Fee based revenue - - 320 313
Brokerage and commission - - 146 111
Cther income - - 21 39
Unrealised gains and (fosses) on embedded derivatives 69 - 69 -
Totat fee and other income 69 - 556 463
D. SHARE OF NET PROFIT/(LOSS) OF ASSOCIATES - - (3) 5
Total income 828 426 9,211 9,270
NOTE 4. ANALYSIS OF EXPENSES
A. EXPENSES AS PRESENTED IN THE INCOME STATEMENT
Qutwards reinsurance premium expense - - 470 464
Claims expense - - 5,593 5,345
Acquisition costs - - 1,318 1,223
Other underwriting expenses - - 590 421
Fire service levies - - 216 218
Investment expenses on assets backing insurance liabtlities - - 24 21
Finance costs 60 77 101 119
Fee based, corporate and other expenses - - 1,017 532
Net income attributable to minority interests in unitholders’ funds - - - 18 19
Total expenses 60 77 9,347 8,362
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2007

2008 2008
$m $m Sm $m
B. ANALYSIS OF EXPENSES BY FUNCTION _
General insurance business expenses - - 8,211 7.692
Fee based business expenses - - 438 346
Investment and other expenses - - 47 62
Corporate and administration expenses 60 77 651 262
Total expenses 60 77 9,347 8,362
C. OTHER {TEMS
Disclosure of the following items is considered relevant
In explaining the resutts for the financlal year
Insurance protection tax levied by the NSW State Government - - 20 21
Depreclation and amortisation
Acquired intangible assets - - €5 55
Capitalised software development expenditure - - 54 18
Property. plant and equipment - - 78 61
- - 197 134
impairment charges
Property, plant and equipment - - 9 -
Goodwill - - 217 -
Acquired intangibles - - 65 -
Trade and other receivables - - 3 2
Capitalised software development expenditure - - - 7
- - 354 9
Employee benefits
Defined contribution superannuation plans - - 91 70
Defined benefit superannuation plans - - 7 10
Share based remuneration - - 25 15
Salaries and other employee benefits expense - - 1,316 1,126
- - 1,439 1,221
Transfers to provisions charged to profit or loss
Restructuring provision - - 60 2
- — 60 2
Finance costs
Reset preference shares distributions paid/payable 28 29 28 29
Subordinated term notes interest paid/payable 30 23 64 76
Loans from related bodies corporate interest paid/payable - 23 - -
Amortisation of capitalised transaction costs 2 2 3 a4
QOther debts of operational nature interest paid/payable - - 11 10
Ineffective portion of hedges - — ‘ (5) -
60 77 101 119
Qther
MNet loss on disposal of property, plant and equipment - - - 4
Operating lease payments - - 164 184
Software research and development costs expensed - - 44 37
Net foreign exchange {gains)/losses - - 39 {22)
Liability adequacy test deficiency - - 15 -

The IAG Group operated a shared services model throughout the period with the use of dedicated units and entities to provide services
throughout the 1AG Group. The costs incurred by business units and entities directly, together with internal charges between them, are
allocated to the various operating functions and so are included within the various expense classifications in the income statement. For
example, the Consclidated entity incurs expense in meeting the superannuation contribution obligations for employees involved in a wide
range of functions including sales and marketing, underwriting and claims management. Hence the superannuation expense is allocated
across the lines in the income statement based on the areas for which these employees provide services.
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CONSOLIDATED

2008 2007
$000 $000

A. KPMG AUSTRALIA

I. Assurance services
Audit of the financial statements prepared for the Parent and subsidiaries 5,155 4,964
Audit of statutory returns in accordance with regulatory requirements 786 799
Other agsurance services ' 111 453
6,052 6,216

1. Advisory services
Taxation services 566 395
Due diligence in relation to potential acquisitions outside Australia 503 1,041
QOther attestation and advisory services ’ 1,631 455
2,700 1,891
B. OVERSEAS RELATED PRACTICES OF KPMG AUSTRALIA

I. Assurance services
Audit of the financial statements prepared for subsidiaries 3,186 2,142
Audit of statutory returns in accordance with regulatory requirements 219 38
Other assurance services 179 71
) 3,684 2,251
Il, Advisory services 890 48

C. OTHER AUDITORS

I. Assurance services
Audit of the financial statements prepared for subsidiaries 502 1,181
I, Advisory services 25 25
Total remuneration of auditors 13,753 11,612

it is IAG Group policy that KPMG may provide assurance and other audit related services that, while outside the scope of the statutory
audit, are consistent with the role of auditor. These include regulatory and prudential reviews requested-by a regulator such as the
Australian Prudential Regulation Authority (APRA). KPMG may not provide services that are perceived to be materially in conflict with the
role of auditor. It is IAG Group policy to contract KPMG on assignments additional to their statutory audit and assurance duties where
KPMG's expertise and experience with the IAG Group are important. The tota! fees for such services cannot exceed the audit fees without
the approval of the |AG Audit Committee and KPMG can be contracted only in relation to reviewing financial information and not in its
preparation. The board is of the opinion that audit independence was not impaired during the current financial year as a result of the

provision of these services.

NOTE 6. INCOME TAX

PARENT CONSOLIDATED |
L 2008 2007 2008 2007 |
. Sm $m $m $m_ !
A. INCOME TAX EXPENSE
Current tax 5 (6) 201 359
Deferred tax (1) 1 (115) (74}
(Over)/under provided in-prior years - 1 4 {6}
Income tax (credit)/expense 4 {4) 90 279
Daferred income tax expense/(cradit) included in income tax comprises
{Increase)/decrease in deferred tax assets (1} 1 1 23
Increase/(decrease) in deferred tax liabilities - - (116) (97)
(1) 1 {115) (74}
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The income tax for the financial year differs from the amount calculated on the profit/{loss} before income tax. The differences are

reconciled as follows:

PARENT CONSOLIDATED
2008 2007 2008 2007
$m $m $m $m
Profit/{loss) for the year before income tax T68 349 {136) 208
Income tax calculated at 30% (2007—30%) 230 105 (41) 272
Tax effect of amounts which are not deductible /{taxable)
in calculating taxable income
Rebateable dividends {215) {119) {9) )]
Capital profits/{fosses) not subject 1o income tax (20) - 1 6
OTHER NGN DEDUCTIBLE [FEMS
Amortisation and impairment charge on acquired intangible assets :
and goodwill - - 122 15
Interest on reset preference shares 9 ‘9 -]
Unrealised (gains) and losses on embedded derivatives - - (21) -
Other - - 25 (8)
Income tax (credit)/expense applicable to current year {5) 86 285
Adjustment relating to prior year - 1 4 (&)
Income tax (credit)/expense attributable to profit/(ioss) for the year before
impact of tax consolidation 4 (4) 90 279
Income tax (credit)/expense attributable to profit/(loss) for the year after
impact of tax consclidation 4 . {4} 90 279

C. TAX CONSOLIDATION :

Effective 1 July 2002, the Company became the head entity in a tax-consolidated group comprising the Company and all of its Australian
wholly owned subsidiaries and the requirements of the relevant accounting standards have been applied.

D. DEFERRED TAX ASSETS

I, The balance comprises temporary differences attributable to

AMOUNTS RECOGNISED IN PROFIT

Property, plant and equipment - - - 69 80
Employee benefits - - 88 68
Insurance provisions - - 132 146
Investments - - 31 5
Provisions - - 15 8
Tax losses - - 47 65
Other 1 - - 4
‘ 1 - 382 376
AMOUNTS RECOGNISED DIRECTLY iN EQUITY
Hedges - - - 1
Defined benefit superannuation plans - - (8) (24)
Share based remuneration - - - 1
Other 6 6 6 6
7 6 380 360
Set off of deferred tax liabilities - — (92) (84)
7 6 288 276
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2008 2007 2008 2007
$m $m Sm $m
H. Movements
Balance at the beginning of the financial year 6 1 360 281
Credited/(charged) to profit or loss 1 (1} {1) (23)
Credited/{charged) to equity - 8 14 {12}
Acquisitions - - - 118
Transfers - - 1 (B)
Adiustments relating to prior year - - 18 G
Fareign exchange difference - - {12) {4)
Balance at the end of the financial year 7 6 380 360
1, Tax losses
The Consolidated eatity has not recognised $25 million of tax losses (2007—$nil).
E. DEFERRED TAX LIABILITIES
I. The balance comprises temporary differences attributable to
AMOQUNTS RECOGNISED IN PROFIT
Investments - - (34) 70
Other provisions - - 36 43
- - 2 113
AMOUNTS RECOGNISED DIRECTLY IN EQUITY
Hedges - — 107 27
- - 109 140
Set off against deferred tax assets - — {92} {84)
- — 17 56
i. Movements
Balance at the beginning of the financial year - - 140 162
Charged/(credited) to profit or loss - - (116) (97)
Charged/(credited) to equity - - 80 23
Foreign exchange differences - - (3) 1
Transfers - - 1 (9)
Acquisition - - - 44
Adjustments relating to prior year - — 7 12
Balance at the end of the financial year - - 109 140
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A. PRIMARY REPORTING—BUSINESS SEGMENTS
The Parent is @ non operating holding company operating only
in Australia.

The Consolidated entity operated in the general insurance
industry throughout the year. Revenue from the general insurance
Industry is derived from underwriting insurance in Australia, NZ,
UK and Asia and these form separate reportable segments. The
reportable segments comprise the following businesses (each
insurance product is predominantly short-tail in duration except
where noted):

FEE Ry E FREmEY

f. Australia insurance

Comprises the Australia insurance business which distributes

a range of direct and intermediated insurance products, under
several brands. Direct insurance products are distributed through
a network of branches, franchises and country service centres
throughout Australia as well as call centres and online facilities
using predominantly the NRMA Insurance, SGIC and SGIC brands.
Intermediated insurance products are primarily sold under the
CGU and Swann Insurance brands through insurance brokers and
authorised representatives. This segment includes the operations
of an Australian dedicated captive reinsurer.

Il New Zealand insurance .

Comprises the general insurance business underwritten through
subsidiaries in NZ. The insurance products are predominantly
sold directly to customers using the State brand, and through
intermediaries such as brokers and agents using the NZ| brand.
Personal and commercial products are also distributed using
third party brands by corporate partners such as large financial
institutions. '

Ik United Kingdom insurance

Comprises the general insurance underwriling and broker
distribution services operating through subsidiaries in the UK.
The underwriting businesses include a Lioyd's syndicate and
a licensed Gibraitar based underwriter. The broking business
includes Equity insurance brokers which is a specialist small
businesses insurer offering commercial insurance including
hautage and heavy goods vehicles and Hastings which offers
motor insurance online. These brands provide a combination
of direct and third party multi channel distsibution.

-Comprises the direct insurance business underwritien

through subsidiares in Asia. The business offers personal
and commercial insurance products through local brands in
different Asian markets.

V. Reinsurance operatlons

Comprises the inwards reinsurance operation {which is classified
as held for sale at current reporting date} and the captive
reinsurer for subsidiaries operating outside Australia.

VI. Corporate and Investments
Comprises other activities, including corporate services,

" investment management and investment of the equity

holders’ funds.,

The net outstanding claims [iability for,each segment includes

an allocation of the diversification benefit incorporated into the
risk margin relating 1o the combination of the segmenis at the
Consolidated entity level. Depreciation expense is allocated to
different business segments as managemen! fees from the
corporate segment and so all depreciation relating to property,
plant and equipment is treated as part of the corporate segment.

The reported segments have changed from those disclosed in
the previous annual report as a result of the continued expansion
of the IAG Group and the way the business is managed. The
change resulted in the merging of what were previously disclosed
as two separate segmenis, being Australia personal insurance
and Australia commercial insurance, to form a single Australia
insurance segment. The revised business segments align with
the way in which information was viewed by KMP at reporting date
for making strategic and operational decisions. The comparative
infarmation provided has been reclassified to conform to the
current period’s presentation.

There are no differences between the recognition and ‘
measurement criteria used in the segment disclosures
and those used in the financial statements.
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AUSTRALIA ZEALAND KINGDOM ASIA INSURANCE AND SEGMENT J
INSURANCE INSURANCE INSURANCE  INSURANCE  OPERATIONS INVESTMENTS  ELIMINATION TOTAL
M M M M M ™ M M
2008
External revenue 6,160 1,026 1,715 203 40 67 - 9,211
Intersegment revenue - 14 119 4 178 - {315) -
Total revenue 6,160 1,040 1,834 207 218 67 (315) 9,211
Underwriting profit/(loss) 139 (39) {33} (1) (50) - - 16
Investment income
net of investment fees
—technical reserves 347 22 61 4 {2) - - 432
Insurance profit/ (loss) 486 (A7) 28 3 {52) - - 448
Investment income
net of investment fees
—equity holders’ funds - - - - - 41 - 41
Share of net profit/{loss)
of associates ) - - (3) - - - - (3)
Other net operating result 33 - (1) (4} - (650) - (622)
Profit/{loss) before income tax 519 (17} 24 (1) {52) (609) - (136)
Income tax expense . {90)
Profit/(loss) for the year {226)
S__egment assets 9,666 629 1,493 124 287 7,456 (275) 19,380
Total assets ‘ 19,380
Segment liabilities 9,666 629 1,493 124 287 3,105 {275) 15,029
Total liabilities 15,029
Acquisitions of property,
plant and equipment,
intangibles and other
non current segment assets - - - - - 216 - 216
Depreciation expense 39 5 32 - 9 - 87
Amortisation and impairment
charges on acquired .
intangibles and goodwilt - - = ~ - 407 = 407
Total depreciation,
amortisation expenses
and impairment charges 39 5 32 2 - 416 - 494
Other non cash expenses 62 9 3 - - 65 - 139
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ZEALAND

INSURANCE

AND

AUSTRALIA KINGDOM ASIA SEGMENT
INSURANCE  INSURANCE  INSURANCE INSURANCE  QPERATIONS INVESTMENTS  ELIMINATION TOTAL
M ™M M M ™M M M M
2007 .
External revenue 6,796 1,000 912 193 15 354 - 9,270
Intersegment revenue - 5 27 6 41 - {79) =
Total revenue 6,796 ' 1,005 939 198 56 354 {(79) 9,270
Underwriting profit/(loss} 375 64 3 1 (30} - - 407
Investment income
net of investment fees—
technical reserves 296 22 33 8 1 — - 360
Insurance profit/(loss) 671 86 30 9 {29} - - 767
Investment income
net of investment fees—
equity holders' funds - - - - - 320 - 320
Share of net profit/(loss}
of associates . - - {2) 7 - - - 5
Other net operating result 65 - 18 (9) - {258} - (184)
Profit/(loss) before income tax . 736 86 46 7 {29} 62 - ans
Income tax expense ' ’ (279)
Profit/{loss) for the year 629
S_egment assets 10,181 674 1,762 131 83 8,862 (56) 21,637
Total assets 21,637
_Segment liabilities 10,181 674 1,762 131 83 4,030 {56) 16,805
Total hiabilities 16,805
Acquisitions of property,
plant and equipment,
intangibles and other
non current segment assets - - - - — 1,746 - 1,746
Depreciation expense 34 4 11 2 - 10 - 61
Amortisation and impairment
charges on acquired
intangibles and goodwill - - - - — 55 - 55
Total depreciation,
amortisation expenses .
and impairment charges 34 4 11 2 - 65 - 116
Other non cash expenses 69 11 7 - - 5] — 93

B. SECONDARY REPORTING—GEOGRAPHICAL SEGMENTS
The Consolidated entity operates in the Australia, NZ, UK and Asia {principally Thailand} general insurance industries. Each of these
markets forms a separate reportable geographical segment. Australia is the 1AG Group’'s principal market with eperations covering all
states and territories. The reinsurance operation is a global shared service and there is no sensible transparent manner in which to
allocate the results of this operation across the geographic segments.

r UNITED - INTER SEGMENT B
] AUSTRALIA  NEW ZEALAND KINGDOM ASIA  REINSURANGCE ELIMINATION TOTAL
2008 2007 2003 2007 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 |
| Gm_ $m__Sm _$m _$m _$m $m Sm _sm__$m  Sm  $m sm $m |
External revenue 6,261 7,106 1,050 1062 1,660 887 200 196 40 19 - - 9211 9270
Ement assets 16,177 16,685 1,623 1,721 2,931 3,608 272 315 553 228 (2,076) (920) 19,380 21,637
Acquisitions of .
property, plant
and equipment,
intangibles and
other non current
109 57 15 42 83 1,622 3 1 6 24 - - 216 1,746

segment assets
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[ CONSOLIDATED
| 2008 2007
{ cents cents
" A. REPORTING PERIOD VALUES
Basic earnings per ordinary share* . {14.29) 32.79
Diluted earnings per ordinary share {14.18) 32.59

* The basic earnings per ordinary share excludes the treasury shares held in trust from the denominator of the calculation, but includes earnings attributake to
those shares in the numerator, to comply with AASE 133 Earnings per Share. If the amounts relating to those shares are excluded from both the numerator and
denominator, the basic earnings per ordinary share for the year endec 30 June 2008 would be reduced to {14.18) cents {2007--32.60 cents),

CONSOLIDATED
2008 2007
Sm $m
B. RECONCILIATION OF EARNINGS USED IN CALCULATING EARNINGS PER SHARE -
Profit/{loss} for the year (228) 629
Profit attributable to minority interests (35) ) (77}
Profit/{loss} attributable to equity holders of the Parent which is the eamings used
in calculating basic and diluted earmnings per share {261} 552
CONSOLIDATED
2008 2007
Number of Nurnber of
shares shares
in millions in millions
C. RECONCILIATION OF WEIGHTED AVERAGE NUMBER OF ORDINARY SHARES
USED IN CALCULATING EARNINGS PER SHARE
Ondinary shares on issue~ 1,842 1,691
Treasury shares held in trust {13} - {10)
Weighted average number of ordinary shares used in the calculation of basic earnings per share 1,829 1.681
Weighted average number of dilutlve potential ordinary shares relating to
Unvested share based remuneration rights supported by treasury shares held in trust 13 10
Weighted average number of ardinary shares used in the calculation of diluted earnings per share 1,842 1,691

* The 30 June 2007 weighted average number of ordinary shares used to calculate the basic earnings per share includes an additional seven million shares that are
deemed to be bonus shares, These deemed bonus shares were issuved in response to the $750 million institutional placement {completed on 12 December 2006}
and the $125 million Share Purchase Plan {completed on 31 January 2007) as these capital raisings were consigerad to be issued at a discount compared to the
relevant market price and accordingly these shares are deemed to contain a bonus efement. These deemed bonus shares are considered to have been issued on
1 July 2005 (being at the beginning of the cerresponding prior period presented in these financial statements) and thus have a retrospective dilutive effect on the
basic earnings per share.

The following matters are relevant to the determination of the weighted average number of ordinary shares:

& the RPS are not included as dilutive potential ordinary shares even though they may convert into ordinary shares because the
contingent conversion conditions were not met at the reporting date; and

B the RES {refer note 31.B) are not included as dilutive potential ordinary shares because the contingent conversion conditions
were not met at the reporting date.

NOTE 9. DIVIDENDS

CENTS PER TOTAL PAYMENT TAX RATE FOR PERCENTAGE |
SHARE AMOUNT DATE  FRANKING CREDIT FRANKED
5M
A. ORDINARY SHARES
Recognised in year ended 30 June 2008
2008 interim dividend 135 250 14 April 2008 . 30% 100%
2007 final dividend 16.0 287 8 October 2007 30% 100%
537
Recognised in year ended 30 Jjune 2007
2007 interim dividend 135 237 16 April 2007 30% . 100%
2006 final dividend 16.0 255 9 QOctober 2006 30% 100%
492
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policy (refer note 1.DD) a dividend is not accrued for until it is declared and so the dividends for a period are generally recognised and
measured in the financial reporting period following the period 1o which the dividend relates.

The dividends recognised in the year ended 30 June 2008 includes $2 million (2007—$4 million} paid in relation to treasury shares
held in trusts controlled by the Consolidated entity.

B. DIVIDEND REINVESTMENT

A Dividend Reinvestment Plan (DRP) operates which allows equity holders to elect o receive their dividend entitlement in the form of
IAG shares. The price of DRP shares is the average share market price, less a discount if any (determined by the directors) calculated
over the pricing period (which is at least five trading days) as determined by the directors for each dividend payment date.

The DRP for the 2008 interim dividend payable on 14 April 2008 was settled with the issuance of 25.2 million {futly paid ordinary shares
priced at $3.6443 per share {based on the average market price for the eight trading days from 17 March 2008 to 28 March 2008
inclusive, less a discount of 1.5%) to existing shareholders with dividend entitlerments.

C. DIVIDEND NOT RECOGNISED AT REPORTING DATE
In addition to the above dividends, the following dividend was declared after the reporting date but before finalisation of this financial
report and has not been recognised in this financial report.

CENTS PER TOTAL EXPECTED TAX RATE FOR PERCENTAGE
SHARE AMOUNT PAYMENT DATE FRANKING CREDIT FRANKED
™
2008 final dividend " 9.0 169 3 October 2008 30% 100%

The dividend was declared on 22 August 2008, The Company‘s DRP will operate by issuing new ordinary shares to participants with
no discount applied.

The last election notice for participation in the DRP in relation to this final dividend is 3 September 2008.

D. RESTRICTIONS THAT MAY LIMIT THE PAYMENT OF DIVIDENDS

There are currently no restrictions on the payment of dividends by the Parent other than:

s the payment of dividends generally being limited to profits subject to ongeing solvency obligations; and

& no dividends can be paid and no returns of capital can be made on ordinary shares, if distributions are not paid on the RPS, unless
certain actions are taken by IAG. For further details refer to note 21.

There are cumently no restrictions on the payment of dividends from subsidtaries to the Parent other than:

B the payment of dividends generally being limited to profits subject to ongoing solvency obligations of the subsidiary:

for certain subsidiaries, statutory reserve and regulatory minimum capital requirements (MCRY), in particular, APRA has advised
Australian general insurers that a general insurer under its supervision must obtain approval from it before declaring a dividend if the
general insurer has incurred a loss, or proposes to pay dividends which exceed the level of profits eamed in the current period; and

B the Lioyd's syndicate operations being subject to specific solvency calculation restrictions regarding the payment of distributions from
Funds at Lloyd's (FAL).

The impact to these requirernents caused by the payment of dividends is monitored. Payments of dividends from overseas subsidiaries
. may attract withholding taxes which have not been provided for in this finarcial report.

PARENT CONSOLIDATED
2008 2007 2008 2007
$m $m $m $m
E. DIVIDEND FRANKING AMOUNT '
The amount of franking credits available
for the subsequent annual reporting pericd are:
Franking account balance at reporting date at 30% 466 538 498 570
Franking credits to arise from payment of income tax payable 49 39 62 51
Franking debits 1o arise from receipt of income tax refundable . - {15) - (15}
Franking credits to arise from receipt of dividends receivable 1 2 1 2
Franking credits available for future reporting periods 516 564 561 608
Franking account impact of dividends declared before issuance
of financial report but not recognised at reporting date (72) {123) (72) (123)
Franking credits available for subsequent financial years )
based on a tax rate of 30% 444 441 489 485

The halance of the franking account arises from:

o franked income received or recognised as a receivable at the reporting date;

income tax paid, after adjusting for any franking credits which will arise from the payment of income tax provided for in the financial
statements; and

a franking debits from the payment of dividends recognised as a liability at the reporting date.

in accordance with the tax consolidation legislation, the Pareny, as the head entity in the tax-consolidated group, has also assumed
the benefit of the franking credits available. The consolidated amounts include franking credits that would be available to the Parent
if distributable profits of non wholly owned subsidiaries were paid as dividends.

All of the distributions paid in relation to the RPS and the interest payments in relation to the RES for the financial year were fully franked
at 30% (2007-—fully franked at 30%).
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RISK MANAGEMENT

A key risk from operating in the general insurance industry is
_the exposure to insurance risk arising from underwriting general
insurance contracis. The insurance contracts transfer risk to

the insurer by indemnifying the policyholders against adverse
effects anising from the occurrence of specified uncertain future
events. The risk is that the actual amount of claims to be paid in
relation to contracts will be different to the amount estimated at
the time a product was designed and priced. The Consolidated
entity is exposed to this risk because the price for a contract
must be set before the losses relating to the product are known.
Hence the insurance business involves inherent uncertainty. The
Consolidated entity also faces other risks refating to the conduct
of the general insurance business including financial risks {refer
principally to note 33) and capital risks (refer principally to

note 34).

A fundamental part of the overall risk management strategy is

the effective governance and management of the risks that impact
the amount, timing and uncertainty of cash flows arising from
insurance contracts.

A. RISK MANAGEMENT FRAMEWORK

The |AG Group has in place a dedicated risk management function
responsible for the development and maintenance of the risk
management framework. The risk management framework
provides reasonable assurance that the 1AG Group's risks are
being prudently and soundly managed. The framework includes

a written Risk Management Strategy (RMS} which is a high level,
strategic document intended to describe key elements of the risk
management framework. The RMS:

u describes board and management approved parameters
{ie risk apoetite) within which key decisions must be made;

@ is a key input into how n_egufators understand and assess
the approach to risk management; and

o forms the basis of twice yearly declarations provided by
executives and senior management to the board.

The framework alse includes clearly defined managerial
responsibilities and risk management policies, procedures and
controls to identify, assess, monitor, report on and mitigate all
material risks, financial and non financial, likely to be faced. A
review process is in place 10 ensure that the risk management
framework remains effective. Standard & Poor's (S&P) has

rated the 1AG Group enterprise risk management program to be
‘excelient’ which is the highest assessment available under S&P
classification system.

The RMS is updated annually and approved by the board and
resubmitted to APRA after any matenal changes are made. A three
year rolling business plan is also submitted to APRA after each
annual review or whenever material changes are made.

The {AG Group has in place a range of monitonng activities
assessing both the financial management and risk management
aspects of the business. The appointed actuary for each
Australian licensed insurer in the 1AG Group is required to prepare
a Anancial Condition Report (FCR) and an Insurance Liability
Valuation Report {ILVR). The ILVR is more guantitative in nature
than the FCR. Both documents are required to be submitted to
APRA annually.

The FCR includes specific items such as an assessment of asset
and liability management, reinsurance arrangements and the

risk management framework and incorporates recommendations
where issues are noted.

The ILVR advises on the valuation of insurance liabilities including
specific details such as assumptions and valuation methods. The
ILVR is peer reviewed by another actuary {the reviewing actuary)
who must not be an employee of the insurer. The reviewing
actuary must provide a review report on the ILVR to the insurer’s
board and management, the appeointed auditor and appointed
actuary, but not directly to APRA unless specifically requested

to do so.
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FOR MITIGATING INSURANCE RISK .

The insurance activities primarily involve the underwriting of risks
and the management of claims. A disciplined approach to risk
management is adopied in accordance with |AG Group protocols
rather than a premium volume or market share crientated
approach. It is believed this approach provides the greatest

long term likelihood of being able to meet the ohjectives of all
stakeholders; including policyholders, lenders and equity holders.

The risk management activities can he broadly separated into
underwriting {acceptance and pricing of risk), claims management,
reserving {including investment in data capabilities}. and
investment management. The objective of these risk management
functions is to enhance the longer term financial performance of
the overall insurance operations. The policies for the management
of risk are applied consistently across the 1AG Group with certain
allowances made for non Australian jurisdictions, There is a
transition pericd for newly acquired businesses to comply with

these policies,
The key policies in place to mitigate dsks arising from underwriting

insurance contracts include the following:

l. Acceptance of risk

The JIAG Group Underwriting & Pricing Policy Committee (UPPCo)
establishes, reviews and monitors the underwriting and pricing
standards and strategies. This committee is supported by regional
committees that conduct a similar role but focusing on issues
specific to each region. Insurance and reinsurance policies are
written in accordance with local management practices and
regulations within each geographical region taking inte account
the Consolidated entity's risk tolerance and underwriting standards.

The underwriting of large numbers of uncorrelated individual
risks, across a range of classe’s of insurance businesses, in
different geographical regions reduces the variability in overall
claims experience. Maximum limits are set for the acceptance
of risk both on an individual contract basis and for classes of
business and specific risk groupings. Having limited exposure
ta long-tail classes of business {where the settlement of claims
typically takes longer than one year), currently approximately 20%
of the business as measured by GWP, limits risk. Management
information systems are maintained that provide up to date,
reliable data on the risks to which the business is exposed at
any point in time, Efforts are made, including plain language
policy terms, to ensure there is no misalignment between what
policyholders perceive will be paid when a policy is initially sold
and what is actually paid when a claim is made.

The charts in section D provide a dissection of GWP by geography
and product for the current and prior financial year demonstrating
the limited exposure to the additional risks associated with
long-tail classes of business.

Il. Pricing

Statistical models are used which combine historical and
projected data to calculate premiuems and monitor claims patterns
for each class of business. The data used includes historical
pricing and claims analysis for each class of business as well

as current developments in the respective markets and classes
of business. All data used is subject to rigorous verification and
reconciliation processes. The models incorporate consideration
of market conditions.

It Reinsurance

The use of reinsurance to limit exposuze to large single claims
and accumulation of claims that arise from the same event or
the accumulation of similar events. This includes the monitoring
of reinsurers’ credit risk to control exposure to reinsurance
counterparty default (refer note 12).

IV. Clalins management
Initiad claim determination is managed by claims officers with
the requisite degree of experience and competence with the

. assistance, where appropriate, of a loss adjuétor or other party

with specialist knowledge. It is 1AG Group policy to respond to
and settle all genuine claims quickly whenever possible and
to pay claims fairly, based on policyholders full entitlements.




Assets and liabilities are managed so as 1o effectively match the
maturity of the assets that are held to back insurance liabilities
with the expected pattern of claims payments.

VI. Risk reduction

Reducing the frequency and severity of a claim in the first

place by supporting and assisting the community by engaging

in risk reduction activities (such as fire prevention strategies,
crime prevention programs and motor vehicle safety initiatives),”
conducting research to reduce future risk in the community,
improving risk management understanding in the community,
and reducing the environmental footprint of the 1AG Group.

€. TERMS AND CONDITIONS OF INSURANCE CONTRACTS

The terms and conditions attaching to insurance contracts affect
the leve! of insurance risk accepted. Insurance contracts are
generally entered into on an annual basis and at the time of
entering into a contract all terms and conditions are negotiable
o1, in the case of renewals, renegotiable. The majority of direct
insurance contracts written are entered on a standard form
basis. Non standard and long term policies may only be written
if expressly approved by a person with appropriate delegated
authority. Risks are only assumed where the IAG Group has

the skills to analyse, structure and price the risk appropriately.
There are no speciat terms and conditions in any non standard
direct insurance contracts that would have a material impact

on the financial report. Insurance contracts written in all
geographical regions are subject to substantially the same terms
and conditions. There are no embedded derivatives that are
separately recognised from a host insurance contract.

Individual reinsurance contracts have a greater potential to have a
significant financial impact, Refer to note 12 for more information.

D. CONCENTRATIONS OF INSURANCE RISK

The exposure to concentrations of insurance risk is mitigated by a
portfolio diversified into many classes of business across different
countries. A high level indication of the spread of insurance risk
may be obtained from the segment reporting note,

Concentration risk is particularly relevant in the case of natural
disasters and other catastrophes which generally result in a
concentration of affected policyholders over and above the norm
and which constitutes the largest individual potential financial -
loss. Each year, the Consolidated entity sets its tolerance

for concentration risk. Various models are used to estimate

the impact of different potential natural disasters and other
catastrophes. The tolerance for concentration risk is used to
determine the maximum event retention (MER) which is the
maximum net exposure 1o insurance risk determined appropriate
for any single event with a given probabitity. White it is desirable
to limit the net exposure, i is reduced to only the maximum
event retention limit because the cost of purchasing reinsurance
cover to reduce the net exposure further is not considered capital
efficient.

The MER [imit for a second event during the period of reinsurance
cover is generally lower than that for the first event.

The charts below demonstrate the diversity of the IAG Group's
operations by both geography (noting that the insurance risks
underwritten in Austratia are written in all states and territories)
and product indicating that the concentration of insurance risk is
not significant. '

The foilowing bar chart provides a percentage analysis of GWP
by region. ’
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for the UK is because that operation was acquired during the
comparative period and so the comparative figures do not include
a full year's premiums.

The fotlowing bar chart provides a percentage analysis of
GWP by product.
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Specific processes for monitoring identified key concentrations are
set out below:

L SOURCE OF RISK MANAGEMENT

RISK CONCENTRATION MEASURES

An accumulation of  Insured property Accumulation

risks arising froma concentrations risk modelling,

natural peril reinsurance
protection

A large property los$ Fire or collapse Maximum acceptance
affecting one building limits, property risk
or a group of adjacent grading, reinsurance

buildings protection
Multiple liability Response by a Purchase of
relentions being muttitude of policies  reinsurance

involved in the to the one event clash protection

same event

As an example of the impact of a potential catastrophe on the
Consolidated entity, the exposure to an earthquake in Sydney
with associated ¢laims costs of $4 billion wouic be limited to
an estimated $118 million {based on the current first event
MER limit for natural peril).

For concentrations of risk retating to the reinsurance contracts
refer to note 12.

E, CREDIT RISK

Financial assets or liabilities arising from insurance contracts
are presented on the balance sheet at the amount that best
represents the maximum credit risk exposure at reporting date.

The credit risk relating to insurance coniracts relates primarily to:

a premium receivable which is due from individual policyholders
and intermediaries (brokers, agents and business partners).
The brokers and agents collect premium from policyholders
and remit the monies to the insurer in accordance with
contractual arrangements being generally within 90 days for
brokers and 30-60 days for agents. Clearly defined credit
policies are applied in dealing with these counterparties.

The recoverability of premium receivable is assessed and
provision is made for impairment based on objective evidence
angd having regard to past default experience. Concentrations
of credit risk are considered low due to the large number

of customers/corporate partners comprising the customer
base and their dispersion across different industries and
geographies. For more detailed credit risk information for the
premium receivable balance refer to the receivables note; and

B reinsurance recoveries receivable which are discussed further
innote 12.

For information regarding the management of credit risk refer to

the financial risk management note.
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Underwriting insurance contracts exposes the 1AG Group to
liquidity risk through the obligation to make payments of unknown
amount on unknown dates. Information regarding the maturity

of the net discounted outstanding claims liability is provided in
note 11.F. For information regarding the management of liquidity
risk refer to the financial risk management note.

G. INTEREST RATE RISK

The underwriting of general insurance contracts creates exposure
to the risk that interest rate movements may materially impact
the value of the outstanding claims liability. Movements in
interest rates impact the determination of the liability through

the selection of discount rates. Discounting the liability is in effect
allowing for future investment earnings on the assets held to
back the insurance liabilities. The funds held to pay outstanding
claims are invested principally in fixed interest securities

matched to the settlement durations of the outstanding claims.
Movements in market interest rates affect the vaiue of the fixed
interest securities. Hence movements in interest rates shouid
have minimal impact on the insurance profit for a year due to
movements in investment income on assets backing insurance
liabilities offsetting the impact of movements in discount rates

on the claims liabilities other than the changes in credit spread
on fixed interest securities. The fixed interest securities are
expected to be held to maturity and so the unrealised losses from
the widening credit spread are expected to reverse upon maturity
of these securities.

H. CURRENCY RISK

The IAG Group is an international general insurance group
underwriting insurance contracts in Australia, NZ, UK and Asia
in operating currencies. The transiation of the assets, liabilities,
income and expenses of foreign operations with a functional
currency other than the Australian dollar exposes the IAG Group
to curmency risk. This risk is principally managed through the
matching of the currency in which assets hefd to back insurance
liabilities are invested to the currency in which the related
insurance contracts are written. For additional information
regarding the management of currency risk refer to the financial
risk management note,

I, REINSURANCE RISK
For information regarding outwards reinsurance refer to
notes 12.E and 12.F.

Inwards reinsurance or retrocession is accepted from various
subsidiaries within the IAG Group but these transactions

are eliminated upon consolidation. Inwards reinsurance or
retrocession from entities not controfled by the 1AG Group

can only be accepted for exposures that are consistent with

the organisation’s risk appetite and within limits approved by

the board. The Alba group, a subsidiary group of 1AG, can only
accept inwards reinsurance on a “single risk’ basis (ie it provides
facultative reinsurance) and therefore is provided full details of
each risk from the cedant.

J. REGULATORY RISK

The general insurance operations of the 1AG Group are subject to
regulatory supervision in the jurisdictions in which they operate.
The regutatory frameworks continue to develop in a number of
those jurisdictions but at a minimum include requirements in
relation to reserving, capital and the payment of dividends. The
1AG Group works closely with regulators and monitors regulatory
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any potential impact on the ongoing ability to meet the various
regulatory requirements.

K. OPERATIONAL RISK

Operational risk is the risk of financial loss (including iost
opportunities) resulting from external events and/or inadequate
or faited internal processes, people and systems to perform as
required. Operational risk can have overlaps with all of the other
risk categories. When controls fail, operational risks can cause
damage to reputation, have legal or regulatory implications or can
lead to financial loss. The IAG Group cannot expect to eliminate
ali operational risks, but by initiating a rigorous control framework
and by monitoring and responding to potential risks, the |1AG Group
is able to manage risks.

The {1AG Group RMS includes consideration of operational risk.
Operational risk is identified and assessed on an ongoing basis
and the capital management strategy includes consideration i
of operational risk. Management and staff are responsible ‘
for identifying, assessing and managing operational risks in
accordance with their roles and responsibilities. The IAG Group
has an internal audit function which monitors processes and
procedures surrounding operational risk,

L. ACQUISITION RISK

The Consolidated entity's strategy of international expansion
exposes it to additional risks. Acguisition risks are principally
managed by the Consolidated entity's controls over the due
diligence and subsequent integration process. The Consclidated
entity mitigates this risk as much as possible by performing due
diligence appropriate {0 its risk appetite for each target entity and
by using dedicated teams to manage the integration process.

M. LLOYD'S SYNDICATES

The IAG Group participates in three Lloyd's syndicates being
Equity Red Star Motor Syndicate 218 (64%), Syndicate 4455
{100%—classified as held for sale at reporting date} and
Syndicate 1208 (100%—in run off}.

Every Lloyd’s member is required to hold capital at Lloyd's which
is held in trust and known as FAL. These funds are intended
primarily 10 cover circumstances where syndicate assets prove
insufficient to meet participating members’ underwriting liabilities
and members fail to meet those liabilities when called upon to
do so. The minimum level of FAL is determined by the Individual
Capital Assessment (iICA) conducted by each syndicate’s
managing agency and approved by Lloyd's. The ICA is based on
local regulatory requirements and resource criteria and the level
of FAL has regard to a number of factors including the nature

and amount of risk to be underwritten by the member and the
assessment of the insurance, credit, liquidity, market, operation
and Group risks in respect of business that has been underwritten
as wel as the systems and controls that exist both with the
syndicate and its managing agency.

In addition, Lloyd's has a Central Fund for which contributions are
collected from afl members on an annual basis. The purpose of
this fund is to pay legitimate claims incurred by syndicates where
members are unable to meet their obligations and their FAL have
been exhausted. All members at Lioyd's have joint and several
liability and, in extreme ¢ases, Uoyd’s can alse require ‘special
contributions’ from members at the discretion of the Council of
Ltoyd's to maintain the Central Fund. Lloyd's has an A+ Strong
rating issued by S&P.
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CONSOUDATED

2008 2007
Sm m

A. CLAIMS EXPENSE, NET
Direct business 5,149 4,464
Inwards reinsurance business 6 10
Net claims expense 5,155 4,474

" B. CLAIMS DEVELOPMENT .
I. Net claims expense recognised in the income statement

Given the uncertainty in establishing the outstanding claims liability, it is likely that the final outcome will be different from the original
liability established. Claims development refers to the financial adjustment in the current period refating to claims incurred in previous
periods because of new and more up 1o date information that has become available and to reflect changes in inflation and discount
assumptions. The information is presented on an accident year basis (claims are related to the period in which the insured event

oceurred and not the period in which the policy was underwritten).

CONSOLIDATED

2008 2007

Cument yeor Priot years Tota) Current year Pricr years Total

Sm Sm Sm $m $m $m I

Gross claims—undiscounted : 6,602 (970) 5,632 6,257 (886) 5,371
Discount ) {328) 289 (39) (347) 321 {26)
Gross claims—discounted 6,274 (681) 5,593 5,910 {565) 5,345
Reinsurance and ather recoveries—undiscounted {745) 299 {4486) {1,002) 109 {893)
Discount 32 (24) 8 51 {29) 22
Reinsurance and other recoveries—discounted (713) 275 {438) {951) 380 (871)
Net claims expense . 5,561 (406} 5,155 4,959 {485) 4,474

Current year claims relate to claim events that occurred in the current financial year. Prior year claims relate to a reassessment of the
claim events that occurred in all previous financial periods. A major component of the prior year movement is the release of risk margins
in respect of claims payments during the year. In order to maintain strong reserves, much of this release is transferred to current accident
year reserves for which the development of claims is less mature and there is much greater uncertainty attaching to the ultimate cost of
claims. Another factor contributing to the prior year claims development in the current financial year is releases in liability portfolios.
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the rollowing 12ble siows ine development o tng esumaled netl undiscounied oulsianding claims liability relative 10 the current estimate ot
ultimate claims costs for the seven most recent accident years as estimated at each reporting date. The table aiso shows a reconciliation
of the net discounted liability for the seven most recent accident years to the gross outstanding claims liability on the balance sheet.

CONSOLIDATED

Accident year Totat
2002 2003 2004 2005 2006 2007 2008
$m $m $m gm $m $m Sm $m
NET ULTIMATE CLAIMS COSTS '
Probability of adequacy of outstanding
claims liability as at reporting date 90% 90% 0% 93% 20% 90% 20%
Development
At end of accident year 2,323 3,696 3,893 4,028 4,389 5,583 5,317
One year later 2,236 3,387 3,541 3,776 4,117 5,355
Two years later . 2,159 3,276 3,521 3,681 3,996
Three years later 2,109 3,192 3,451 3,600
Four years later 2,070 3,090 3,399
Five years later 2,021 3,079
Six years later ' 2,019
Cumulative development {304) (617) (494) (428) (393) (228) n/a
Cumulative development as a - .
percentage of original reserves (13.1%) (16.7%) (12.7%) (10.6%) (9.0%) (4.1%) n/a
Current estimate of
net uitimate claims cost 2,019 3,079 3,399 3,600 3,996 5,355 5,317
Cumulative payments {(1,888) (2,849) (3,054) (3,031) (3,211} (3,770) (2.843)
Net undiscounted outstanding claims Hability
for the seven most recent accident years 131 230 345 569 785 1,685 2,474 6,119
Discount to present value (36) {46) (54) (85) (123) {214) (266) (824)
Net discounted outstanding claims liability
for the seven most recent accident years 95 184 291 484 662 1,371 2,208 5,295
Reconciliation
Claims handling expense {(inclusive of risk margin) 394
Net discounted outstanding claims for accident years 2001 and prior 193
Net outstanding ctaims liability for accident years prior to acquisition year of 2003 for CGU Insurance Group 506
Net outstanding claims liability for inwards reinsurance run off relating to accident years 2002 and prior 28
6,416

Gross outstanding claims liability on the balance sheet 7,827
Reinsurance and other recoveries on outstanding claims (1,043)
GST recoverable on net outstanding claims liabifity {368)
Net outstanding claims liability 6,416

Favourable development of claims provisions has given rise to the
release of risk margins, and in some cases central estimates, as
the ultimate claims costs were settled or became more certain.

Conditions and trends that have affected the development of the
liabilities in the past may, or may not, occur in the future, and
accordingly, conclusion about future results may not necessarily
be derived from the information presented in the tables above.

Short-tail claims are normally reported soen after the incident

and are generally settled within months following the reported
incident, Hence any development on short4ail claims is normally
limited to the year the incident occurred and the following year. For
long-tail classes of business it can be several years before a claim
is reported and settied, hence the griginal estimation involves
greater uncertainty and so inherently there is more likely to be
greater disparity between the original and current estimates. It is
for these longtail classes of business that the development of
the outstanding ¢claims liability generally occurs over a number of
years.

Where an entity or business has been acquired that includes
outstanding claims liabilities, the claims costs for the acquired
businesses are included in the claims development table from
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and including the year of acquisition. Development on the
liabilities of such acquired businesses relating to accident years
prior to the year of acquisition is included in the table in the
year of acquisition (except for CGU Insurance Group, refer to the
previous table).

The Consolidated entity conducts general insurance business in
iocal currencies in foreign countries. The gross outstanding claims
liability for international operations outside Australia includes
contracts written in NZ dollar, British pound and Thai Baht.

The translation of the outstanding claims liabilities denominated
in foreign currencies into Australian dollars over a number of
reporting dates, includes exchange rate movements that have ne
bearing on the development of the measurement of the underlying
claims. Ali claims liakilities not denominated in Australian

dotlars have been converted to Australian dellars using constant
exchange rates being the rates as at the current reporting date

to eliminate this factor and aid comparability.

The claims development table disclosed each period will not

be directly reconcilable to the tables presented in previous
periods with the key difference being the application of current
reporting date exchange rates to the claims liability relating to all
accident years,




2008 2007
| $m $m
C. COMPOSITION OF QUTSTANDING CLAIMS LIABILITY-—GROSS, DISCOUNTEDR
Expected future payment for claims incurred:
Central estimate 6,194 8,775
Claims handling ¢costs 332 413
Risk rmargin 1,301 1,374
Qutstanding claims liability 7,827 8,562
The outstanding claims liability includes $4,725 million (2007—$5,205 million) which is expected o be settled after more than
12 months from reporting date. The gross and net outstanding claims liability at the financial reporting date relating to the inwards
reinsurance business was $285 million {2007—$384 million) and $189 million {2007—net 3255 million) respectively.
D. RECONCILIATION OF MOVEMENTS IN OUTSTANDING CLAIMS LIABILITY
Qutstanding claims liability at the beginning of the financial year—gross, discounted 8,562 6,916
Reinsurance and other recoveries receivable on outstanding claims at the beginning of the financial year
{refer note 12.A) (1,346) {908)
G5T recoverable on net outstanding claims liability at heginning of the financial year {417) (278)
Net outstanding claims liability at the beginning of the year 6,799 5,730
Risk margin at the beginning of the year {1,068) {1,042)
Net central estimate at the beginning of the year 5,731 4,688
Claims incurred in the curent year ' 6,268 5,811
Reinsurance and other recoveries in the current year (982) {924)
Claims costs paid ’ (6,428) (5,037)
Reinsurance and other recoveries received 1,000 486
Unwind of the discount 240 222
Development on prior year net central estimate {284) {249)
Movement in discounting (20) (63)
Net foreign exchange movement (120) (23)
Net movement for acquired businesses - 820
Net central estimate at the end of the year 5,405 5,731
Risk margin at the end of the year 1,011 1,068
Net outstanding claims liability at the end of the year 6,416 6,799
Reinsurance and othef recoverias receivable on outstanding claims at the end of the financial year (refer note 12.A) 1,043 1,346
GST recoverable on net outstanding claims liability at end of the financial year 368 417
7,827 8,562

Qutstanding ctaims liability at the end of the financial year—gross, discounted
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L 2008 2007
Sm $m

E. DISCOUNTING OF NET OUTSTANDING CLAIMS LIABILITY

Net outstanding claims liability—undiscounted 7,666 8,250

Discount to present value {1,250} (1,451}

Net outstanding claims liability—discounted 6,416 5,799

F. MATURITY ANALYSIS

A maturity analysis of the estimated net discounted outstanding cleims liability based on the remaining term to payment at reporting date
is provided in the table below. This maturity profile is a key tool use 1 in the investment of assets backing insurance liabilities in accordance
with the policy of matching the maturity profile of the assets with thz estimated pattern of claims payments.

Within 1 year or less 2,245 2,312
Within 1 to 2 years 1,147 1,244
Within 2 to 3 years 853 918
Within 3 to 4 years 597 643
Within 4 to 5 years 393 408
Qver 5 years 1,181 1,274
Total 6,416 6,799
G. CENTRAL ESTIMATE AND RISK MARGIN

I. Reporting date values

The percentage risk margin applied to the present value of expectet! future payments for claims incurred .

net of expected recoveries on outstanding claims liability and expected input tax credit 18.7 18.6
The probability of adequacy of the risk margin 90 90

The high level of professional judgement applied by actuaries
in calculating the outstanding claims liability, and hence the
probability of adequacy of the liability, means that for a certain
probability of adequacy, different risk margins may be applied
for similar risks, which is important in considering the overall
reserving strength of an insurer.

i), Procegs
The outstanding claims liability is determined based on three
building ttocks being:

A an estimate of the future cash flows;
e discounting for the effect of the time value of money; and
= adding a risk margin for uncertainty.

a. FUTURE CASH FLOWS

The estimation of the outstanding claims liability is based on a
variety of actuanal technigues that analyse experience, trends
and other relevant factors. The claims estimation process
comimences with the actuarial projection of the future payments
relating to ¢laims incurred at the reporting date. The expected
future payments include those in relation to ¢laims reported but
not yet paid or not yet paid in fuil, claims IBNER, claims IBNR and
the anticipated direct and indirect claims handling costs.

The estimation process involves using the Consolidated entity’s
specific data, relevant industry data and more general economic
data. Each class of business is usually examined separately and
the process involves consideration of a large number of factors
including the risks to which the business is exposed at a point in
time, claim frequencies and average claim sizes, historical trends
in the incidence and development of claims reported and finalised,
legal, social and economic factors that may impact upon each
class of business as well as the key actuarial assumptions set out
in section H, and the impact of reinsurance and other recoveries
(refer note 12).

Different actuarial valuaticn models are used for different claims
types with the results then being aggregated. This aggregation
of results enhances the valuation process by allowing the use of
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the mode! best suited to particular claims types. The selection of
the appropriate model takes into account the characteristics of

a class of business and the extent of development of each past
accident period.

The different components of the outstanding claims liability are
subject to different levels of uncertainty. The estimation of the
cost of claims reported but not yet paid or not yet paid in full is
made on a case-by case basis by claims personnel having regard
to the facts and circumstances of the claim as reported, any
information available from assessors and information on the cost
of settling claims with similar characteristics in previous periods.
A further amount. which may be a reduction, is included for IBNER
on the basis of past experience with the accuracy of initial claims
estimates. With IBNR, the estimation is generally subjectto a
greater degree of uncertainty than the estimation of the cost of
settling claims already notified, as no infarmation is currently
available about the claim. IBNR claims may often not be apparent
to the insured until many years after the events giving rise to the
claim have occurred. In calculating the estimated cost of unpaid
claims a variety of estimating techniques are used, generally
based on statistical analysis of historical experience, which
assumes that the development pattern of the current claims will
be consistent with past experience. Allowance is made, however,
for changes or uncertainties which may create distortions in the
underlying statistics or which might cause the cost of unsetiled
claims to increase or reduce when compared with the cost of
previously seftled claims.

Large claims impacting each relevant business class are generally
assessed separately, being measured on a case by case basis or
projected separately in order to allow for the possible distortive
effect of the development and incidence of these farge claims.

For new products the growing experience with the development

of claims is closely monitored.

Reserves are not established for catastrophes in advance of
such events and so these events may cause volatility in the
results for a period and in the levels of the outstanding claims
liability, subject to the effects of reinsurance recoveries.




A projection of future claims payments, both gross and net

of reinsurance and other recoveries, is undertaken. Projected
future claims payments and associated claims handling costs
are discounted to a present value as required using appropriate
risk free discount rates.

* The valuation of the outstanding claims liability for the major

portfolios is primarily performed by actuaries who do not have any
direct role in the pricing function so as to ensure that an objective
and independent assessment of the outstanding claims liability is
maintained on a regular basis.

¢. RISK MARGIN ]

The central estimate of the outstanding claims (lability is an
estimate which is intended 1o contain no deliberate or conscious
aver or under estimation and is commonly described as providing
the mean of the distributicn. It is considered appropriate for the
measurement of the claims liability to represent a higher degree
of certainty regarding the sufficiency of the liability over time,

and so a risk margin is added to the central estimate. The risk
margin refers {0 the amount by which the liability recognised in the
financial statements is greater than the actuarial central estimate
of the liability. The risk margin added to the centra! estimate
increases the probability that the net outstanding claims liability
will ultimately prove to be adequate.

Risk margins are hetd to allow for uncertainty surrounding

the cutstanding claims liability estimation process. Potential
uncertainties include those relating to the actuarial models

and assumptions, the guality of the underlying data used in the
models, general statistical uncertainty, the general insurance
environment, scope for and experience of political intervention
(particularly for longtail classes) and the impact of legislative
reform. Uncertainty from the above sources is examined for
each class of business and expressed as a volaltility of the net
central estimate. The volatility for each class is derived after
consideration of stochastic modelling and benchmarking to
industry analysis. Certain product classes may be subject to the
emergence of new types of iatent claims and such uncertainties
are considered when setting the risk margin appropriate for
those classes.

The long-tail classes of business generally have the highest
volatilities of the insurance classes as the longer average time

for claims to be reported and settled allows more time for sources
of uncertainty to emerge. Shorttail classes generally have lower
levels of volatility.

The risk margin required to provide a given probability of adequacy
for two of 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. Two key components of

the valuation methodology are the selection of coefficients of
variation {CoV) for each class of business and the correlation
factors between each pair of classes of business. The CoVis a
measure of the volatility of a class of business and is generally
greater for long-tail classes when compared to shorttail classes
because of the Increased uncertainty relating to the longer time
until settlement of claims. The correlation factors are a measure
of the correlation between pairs of business classes and measure
the strength of the relationship of movements in that pair of

class liabilities. The higher the comrelation between two classes

of business, the more likely it is that a negative outcome in ane
class will correspond to a negative outcome in the other class.
The comelations adopted are normally derived from industry

- analysis, historical experience and the judgement of experienced

and qualified actuaries,

The risk margin is set taking into account the correlations
assessed between the outstanding claims liabilities arising from
the varicus forms of business underwritten by the different entities
within the Consolidated entity. The Group actuary estimates the
overall nsk margin on a diversified basis, taking into account

the diversification benefit arising from combining all classes of
husiness within the Consolidated entity. Allowance is made for
diversification between portfolios, between entities and between
geographies. The assumptions regarding uncertainty for each
class are applied to the net central estimates, and the resuits are
apgregated. The aggregated central estimate plus the risk margin
calculated on a diversified basis forms the outstanding claims
liability. The pelicy is for the risk margin to be set so as to provide
an overall probability of adequacy for the outstanding claims
fiability at 0% or greater which has been determined having
regard to the inherent uncertainty in the central estimate and

the prevailing market environment.

H. ACTUARIAL ASSUMPTIONS

The following key actuarial assumptions were used in the
measurement of outstanding ctaims and recoveries, where
appropriate, at reporting date:

[ CONSOLIDATED
Australia New Zealand  United Kingdom Asia Reinsurance
insurance insurance insurance insurance gperations

2008
Weighted average terms to settlement 4.5 years 0.5 years 1.7 years 1.0 years 1.3 years
Inflation rate . 3.0%4.8% 3.4% 3.0%-4.0% 0.0%  3.5%4.0%
Superimposed inflation rate ' 2.5%5.0% 4.0% 3.5%4.0% 0.0% 2.0%-3.5%
Discount rate 5.9%-7.1% 8.3% 1.6%-5.4% 0.0% 59%7.1%
Claims handling expense ratio 5.3% 5.0% 3.1% 0.8% 1.9%

2007
Weighted average terms to settlement 4.1 years 0.4 years 1.7 years 0.4 years 0.6 years
Inflation rate 3.3%4.5% 3.1% 4.0% 0.0% 0.0%
Superimposed inflation rate: 2.5%-8.0% 4.0% 3.0% 0.0% 0.0%
Discount rate 5.7%6.6% 8.7%7.9% 4,3%8.0% 0.0% 0.0%
Claims handling expense ratio 5.9% 5.8% 4.3% 2.7% 1.4%
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The process for establishing the outstanding claims liability
involves extensive cansultation with internal and external
actuaries, claims managers, underwriters and other senior
management. One of the key elements of the valuation processes
is rigorous data verification and reccnciliation.

A description of the key assumptions and the processes used
to determine those assumptions is provided below:

|. Weighted average term to ssttiement

The weighted average term to settlement relates to the expected
payment pattern for claims (inflated and undiscounted). The
payment pattern is important in considering the timing of future
cash outflows and hence discounting and in managing the assets
backing insurance liabilities to support the outflows. The future
cash flow pattern is estimated separately for each class of
business based on historic settlement patterns and estimated
future settlement patterns. The weighted average term to
settlement, while not itself an assumption, provides a summary
indication of the future cash flow pattern.

1), Inflation rate

Insurance costs are subject to inflationary pressures. Economic
inflation assumptions are set by reference to current economic
indicators. For exampte, for the motor and property classes,
claims costs are related to the inflationary pressures of

the materials and goods insured as well as labour costs

to effect repairs.

Hi. Superimposed Inflation rate

Superimposed inflation cccurs due to non economic effects
such as court settiements increasing at a faster rate than wages
or CPI inflation and from sacial and environmental pressures.
Where appropriate, the effect of superimposed inflation is made
either in the underlying model for the class of business, for
example where the past pattern of development in ¢laims cost
are used to estimate fuiure claims cost development factors, or
by including a specific superimposed inflation rate assumption
designed to allow for all other claims inflation not medelled. The
level of superimposed inflation is estimated after considering both
the superimposed inflation present in the portfolio and industry
superimposed inflation trends.

IV, Discount rate

Because the outstanding claims liability represents payments that
will be made in the future, they are discounted to reflect the time
value of money effectively recognising that the assets held to back
insurance liabilities will earn a retum during that period. Discount
rates represent a risk free rate derived from market yields on
government securities.
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In respect of claims incurred up to the reporting date, it is known
that costs will be incurred in the management of claims to
finalisation. An estimate of these costs is incorporated into the
outstanding claims liability using the claims handling expense
ratio. The ratio incorporates assumptions about the future costs
to be incurred based on past experience of such costs for each
class of business.

J. THE EFFECT OF CHANGES IN ASSUMPTIONS

{. General impact of changes

Sensitivity analyses are conducted to quantify the exposure to
changes in the key underlying variables. The valuations included
in the reported results are calculated using certain assumptions
about these variables as disclosed above. The movement in any
key variable will impact the financial position and perfermance for
a period. The information below describes how a change in each
assumption will affect claims liabilities and provides an analysis of
the sensitivity of the net outstanding claims liabitity to changes in
these assumptions.

a. WEIGHTED AVERAGE TERM TO SETTLEMENT

A decrease in the average temm to settlement would reflect claims
being paid sooner than anticipated and so increase the claims
expense. Note this sensitivity only extends or shortens the term of
the payments assumed in the valuation, without changing the total
amount of the payments.

. INFLATION AND SUPEZRIMPOSED INFLAFION RATES

Expected future payments are inflated to take account of
inflationary increases. An increase or decrease in the assumed
fevels of inflation would have a corresponding impact on claims
expense, with particular reference to long-tail business. The
inflation rate sensitivity is provided as an indicator of the impact
of inflation on the portfolio, whether it be from economic inflation,
inflation implied from the use of the past pattern of development
in claims cost in the valuation method or inflation related to a
specific superimposed inflation rate specified.

c. DISCOUNT RATE

The outstanding claims liability is calculated by reference to
expected future payments. These payments are discounted to
adjust for the time value of money. An increase or decrease
in the assumed discount rate will have an opposite impact on
total claims expense. .

d. CLAIMS HANDLING EXPENSE RATIO

An increase in the ratio reflects an increase in the estimate for
the intemal costs of administering claims which will increase the
outstanding claims liabiity.
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The impact of changes in key outstanding ¢laims variables is
summarised below. Each change has been calculated in isolation
of the other changes and each change shows the relevant impact
assuming that there is no change to:

m any of the other variables—this is considered uniikely as, for
example, an increase in interest rates is normally accompanied
hy an increase in the rate of inflation; and

m the probability of adeguacy—the directors and management
have set an internal target for the probability of adequacy for
the cutstanding claims liability. 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 rather than being reflected wholly in the net
outstanding claims liability as inferred betow.

business segment and s0 a large change in the assumption
may have only a small financial impact on the business
segment. i is not possible to quantify the sensitivity of certain
assumptions such as legisiative changes or uncertainty in the
estimation process. .

The impact on the net outstanding claims liability is disclosed
for each of the key assumptions. The movements are stated
in absolute terms where the base assumption is a percentage,
for example, if the base inflation rate assumption was 3.5%,

a 1% increase would mean assuming a 4.5% inflation rate. All
movemenits are recognised directly through profit.

CONSOLIDATED

Variable Movement in Australia MNew Zealard  Urited Kingdom Asia Reinsurance
variable Insurance insurance nsurAnce Insurance operations

$m $m $m $m $m

2008

Weighted average term to settlement +10% (110) (1) {6} - (1)
-10% 113 - 1 6 - 1

Inflation rate +1% 149 -* 12 ST - 1
1% (138) =* (12} (1)
Discount rate +1% (132) 1) Y - -*
) 1% 146 1 12 - —-*
Claims handling expense ratio +1% 59 2 6 d -
1% (59) (2) (6} =* =*

2007

Weighted average term to settlement +10% {104) - (9 -* (1)
-10% 107 - 9 w® 1

Inflation rate +1% 148 1 15 —* -

-1% {135) {1) (15) —* -
Discount rate +1% {131) {1) {15} —* -*
-1% 147 1 15 —~* —*
Claims handling expense ratio +1% 67 2 10 1 . -
-1% (67) {2) (10) (1) ~*

* Rounds to zero.

The movements in the net outstanding claims liability would have an opposite net impact on the profit or loss before tax for a year.
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! / CONSOUIDATED

; 2008 2007
. $m $m
A. REINSURANCE AND OTHER RECOVERIES RECEIVABLE ON QU TSTANDING CLAIMS
Reinsurance recoveries receivable on outstanding claims : 679 970
Other recoveries receivable on outstanding claims 384 376
Reinsurance and other recoveries receivable on outstanding claims 1,043 1,346

The camying value of reinsurance and other recoveries receivable or outstanding claims includes $718 millien (2007—$81.4 million)
which is expected to be settled more than 12 months from reporting! date. Reinsurance and other recoveries on paid claims are included
in trade and other receivables,

B. ACTUARIAL ASSUMPTIONS

Reinsurance and other recoveries on outstanding claims are compu ed using actuarial assumptions and methads simitar to that used

for outstanding claims ({refer note 11.H). The outstanding claims liability is calculated gross of any reinsurance recoveries and a separate
estimate is then made of the amounts that are expected to be recoverable from reinsurers based upon the gross provisions. Estimates of
potential reinsurance recoveries are made on an individual claim basis for reported claims. The recoverability of these assets is assessed
on a periodic basis to ensure that the balance is reflective of the an ounts that will ultimately be received.

C. THE EFFECT OF CHANGES IN ASSUMPTIONS )
The effect of changes in assumptions on the net outstanding claime liability, which incorporates the reinsurance and other recoveries
receivable on outstanding claims, is disclosed in note 11.J.

D. SIGNIFICANT RISKS

I. Credit risk

Reinsurance arrangements mitigate insurance risk but expose the I1£.G Group 1o credit risk. Reinsurance is placed with companies based
on an evaluation of the financial strength of the reinsurers, tems of coverage, and price. The IAG Group has clearly defined credit policies
for the approval and management of credit risk in relation 1o reinsurcers. The Consolidated entity monitors the financial condition of its
reinsurers on an ongoing basis and periodically reviews the reinsure 's” ability to fulfil their obligations to the Consolidated entity under
respective existing and future reinsurance contracts, Some of the re nsurers are domiciled outside of the jurisdictions in which the
Compary operates and so there is the potential for additional risk sich as country risk and transfer risk.

The level and quality of reinsurance protection is an important element in understénding the financial strength of an insurer. There is
limited value in purchasing reinsurance protection from a reinsurer when that reinsurer may be unatle to meet its payment obligations
upon submission of a claim, The longer the tail of the direct insuranc:e, the more important is the credit rating of the reinsurer.

it is IAG Group policy to only deal with reinsurers with credit ratings ¢f at least S&P BBB+ (or other rating agency equivalent) without
collateralisation, with exposure to BBB+ and below limited to 1.5% cf the capital base. The principle is that the IAG Group does not trade
off price for risk below this minimum acceptable level. For some newly acquired businesses a transition period is used for implementation
of this policy. Where the credit rating of a reinsurer falls below the th-eshold level during the period of risk, there exists a contractual

right to replace the counterparty. Some of the reinsurance protectior is purchased on a ‘collateralised’ basis, where reinsurers have
deposited funds equivalent to their participation in a trust fund. The zounterparty credit profile of the catastrophe reinsurance program

_ currently stands with more than 70% of the limit for the 2008 program with parties rated by S&P as AA- or better, For fong-tail reinsurance
arrangements more than 94% of the program is placed with parties rated by S&P as AA— or better.

Having reinsurance protection with strong reinsurers also benefits th2 Consolidated entity in its regulatory capital calculations.
The risk charges vary with the grade of the reinsurers such that higher credit quality reinsurance counterparties incur lower APRA
regulatory capital charges.

The following table provides information regarding the credit risk rela:ing to the reinsurance and other recoveries on outstanding claims
balance based on S&P counterparty credit ratings. These rating allocations relate to balances accumulated from reinsurance programs
in place over a number of years and so will not necessarily align with the rating allocations noted above for the cumrent program.

r ' CONSOLIDATED |
2008 2007
e o e e e % of total % of total
RATING
AAA 2 5
AA 63 a2
A : 26 44
BBB and lower/unrated g 9
100 100

Because of the nature of the amounts being estimates, the credit ris« is incorporated into the estimate rather than being presented
separately as a provision for impairment.
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Remsurance contracts are entered into with a number of
reinsurers from different countries. There is some concentration
of credit risk within the reinsurance recoveries receivable balance
due to the nature of the reinsurance market and the preference
to reinsure with companies that have stronger credit ratings, as
well as some counterparties having accumulated balances from
reinsurance programs in place over a number of years, The level
of reinsurance cover entered into with individual reinsurers is
sufficiently diversified so as to avoid a concentration charge in
the regulatory capital calculation (refer note 34).

Ill. Maturity analysls

Information regarding the maturity of the reinsurance and other
recoveries on outstanding claims is incorporated into the maturity
analysis in note 11.F which is provided on a net basis.

V. Currency risk

The majority of the reinsurance program is denominated in
Australian dollars.and so there is insignificant currency risk
arising from the reinsurance premiums payable or reinsurance
recaveries receivable.

E. RISK MANAGEMENT

The IAG Group has in place a dedicated risk management
function responsible for the development and maintenance

of the risk management framework, The framework includes a
written REMS which sets out key elements of the reinsurance
management framework, processes for setting and monitoring
the MER, processes for selecting, implementing, monitoring and
reviewing reinsurance arrangements and identification, roles and
responsibilities of those charged with managerial responsibility
for the reinsurance management framework. The REMS is in
accordance with the prudential standards issued by APRA. The
REMS is updated annually and approved by the board.

The REMS identifies the IAG Group's policies and procedures,
processes and controls that comprise its risk management and
control systems relating to reinsurance, Annually, the board
certifies to APRA that adequate strategies have been put in

place to monitor those risks, that systems are in place to ensure
compliance with legislative and prudential requirements, and that
the board has satisfied itself as to compliance with the REMS.

Following changes in the regulatory framework in 2007, an
insurer must have processes in place to achieve legally binding
reinsurance arrangements and in addition the insurer must make
a declaration annually that the insurer has placed its reinsurance
arrangements and that those arrangements are legally binding,
Failure to have a legally binding reinsurance arrangement may
result in a deduction of the relevant reinsurance recoveries from
tier 1 capital. As at the reporting date the transition provisions
for these APRA requirements have been complied with.

F. REINSURANCE PROGRAM

Risks underwritten are reinsured in orderto limit exposure to
losses, stabilise earnings. prolect capital resources and ensure
efficient control and spread of the risks underwritten. Each
subsidiary that is an insurer has its own reinsurance program
and determines its own risk timits. To facilitate the reinsurance
process and to create economies of scale, the IAG Group has
established a captive reinsurance operation comprising companies
located in Australia and Malaysia {liabilities previously held in a
captive reinsurer based in Ireland have been transferred to the
Australian captive). This operation acts as the reinsurer for the

reinsurance program. The reinsurance operation is intended 1o
manage reinsurance and earnings volatility and the IAG Group’s
exposure to catastrophe risk. The operation retains & portion of
the intercompany business it assumes and retrocedes {passes on)
the remainder to extemal reinsurers. The REMS provides that the
reinsurance retention is not to exceed 4% of net eamed premium.

While a large portion of the business ceded by the Consolidated
entity's subsidiaries is reinsured with Group’s captive reinsurance
operation, individual business units located outside of Australia
do purchase additionat reinsurance protection outside the IAG
Group. This generally relates to facultative reinsurance covers
and selected treaty reinsurance arrangements.

I. Current program

The reinsurance operation purchases reinsurance on behalf of
1AG Group entities to cover a return period of at least APRA's
minimum of 1:250 year event on a single site basis but is
authorised to elect to purchase covers up 1o 1:250 year event on
a whole of portfolic basis. Dynamic financial analysis modelling is
used to determine the optimal level to which reinsurance should
be purchased for capital efficiency, compared with the cost and
henefits of covers available in the market.

The external reinsurance programs consist of a combination
of the following reinsurance protection:

@ a Group catastrophe cover which is placed in line with
the strategy of buying to the level of a 1:250 year event
on a modified whole of portfolio basis. The catastrophe
program s negotiated on an annual calendar year basis. .
Covers purchased are dynamic; the MER changes as total
requirementis change and as the reinsurance purchase strategy
evolves;

@ an aggregate cover which protects against a frequency of
attritional event losses in Australia, NZ, Asia and the UK and
operates below the Group catastrophe cover,

& excess of joss and proportionai reinsurances which provide
‘per risk’ protection for retained exposures of the commercial
property and engineering businesses in Australia, NZ and
Thaitand;

w excess of loss reinsurance for all casualty portfolios including
CTP, public liability, workers’ compensation and home owners
warranty products; and

excess of ioss reinsurance fer all marine portfolios.

Il. Ghanges during the year

The catastrophe cover purchased was |ncreased to a limit of

$4.0 billion. The MER for a first event arising from a physical

peril was reduced from $169 million to $118 million for Australia
dropping to a lower amount for a second event. In respect of NZ
the MER was reduced to $102.5 million and for the UK cover

was purchased above an MER of $104 million. These MERs wili
remain in place for the next three years {increasing by 10% per
annum), as purchases were made on a multi year basis. The
decision to decrease the retained single event physical peril loss
was made as the cost of the coverage available in the reinsurance
market was such that the transaction proved 1o be capital efficient
compared with retaining the risk against the Consolidated entity's
capital. An aggregate cover, indemnifying Austratia, NZ, Asia

and the UK was also secured (placed to 92% at reporting date)
providing protection against a frequency of attritional physical

peril losses.
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CONSOLIDATED

2008 2007
S$m $m
RECONCILIATION OF MOVEMENTS FOR THE FINANCIAL YEAR
Deferred acquisition costs at beginning of the financial year 789 591
Write down for liability adequacy test (3) -
Deferred acquisition costs acquired as part of business combination - 112
Acquisition costs deferred during the year 1,320 1,305
Amortisation charged to profit for the year {1,315) {1,223)
Net foreign exchange movement (33) 4
Deferred acquisition costs at the end of the financial year 758 789

The camrying value of deferred acquisition costs includes $47 million {2007—%45 million} which is expected to be amortised more than

12 months from reporting date.

NOTE 14. UNEARNED PREMIUM LIABILITY

A. RECONCILIATION OF MOVEMENTS FOR THE FINANCIAL YEAR

Unearned premium liability at beginning of the financial year 4,213 3,503
Unearned premium acquired as part of business combination - 521
Deferral of premiums on contracts written during the year 4,099 3,531
Earning of premiums written in previous years (4,071) (3,357)
Net foreign exchange movement (144) 15
Unearned premium liability at the end of the financial year 4,097 4,213

The camrying value of unearned premium liability incfudes
$1.43 million {2007—%$142 million) which is expected to
be earned more than 12 months from reporting date.

B. LIABILITY ADEQUACY TEST

The liability adequacy test has been conducted using the central
estimate of the premium labilities calculation for reporting to
APRA (refer note 34), adjusted as appropriate, together with an
appropriate margin for uncertainty for each portfolio of contracts,
being Australia insurance cperations (including the Australia
dedicated captive reinsurer), the NZ insurance operations, the

UK insurance operations, the Asia insurance gperations, Labuan
reinsurance operation, and the Alba inwards reinsurance operation
(for the comparative period the Labuan reinsurance operation
portfolio and the Alba inwards reinsurance operation portfolio were
a single portfolio). The test is based on prospective information
and 50 is heavily dependent on assumptions and judgements.

The liability adequacy test as at reporting date resulted in a sumplus
for each portfolio of contracts except for the NZ insurance operation
and the Labuan reinsurance operation (2007—surplus for each
portfolio of contracts), Those amounts were recognised as follows:

for thé NZ insurance operation the deficiency of $2 million was
recognised as an impairment of the deferred acquisition costs,
This deficiency represented the amount by which the present
value of the net expected future cash flows relating to future
claims of $287 million (which is inclusive of risk margin and is
net of related reinsurance recoveries of $20 million) exceeded
the unearned premium liability of $423 million less the related
deferred acquisition costs of $89 million and deferred
reinsurance expense of $49 million; and

a for the Labuan reinsurance operation the deficlency of
$13 million was recognised partly as an unexpired risk liability
of $12 million and partly as an impairment of the deferred
acquisition costs of $1 millian, This deficiency represented the
amount by which the present value of the net expected fuiure
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cash flows relating to future claims of $1.1.3 million {which
is inclusive of risk margin and is net of related reinsurance
recoveries of $52 million) exceeded the unearned premium
liability of $164 million less the related deferred acquisition
costs of $4 million and the related deferred reinsurance
expense of $58 million.

For the purposes of the liabllity adequacy test, the present value
of net expected future cash flows for future claims including

the risk margin for the Consolidated entity of $2,927 million
{2007—%3,134 million) comprises the discounted central
estimate of $2,794 million {2007—$2,977 million), and a

risk margin of $133 million {2007—$157 million).

The risk margin included in the Consolidated entity's expected
future cash flows for future claims as a percentage of the central
estimate is 4.8% (2007—5.3%). The margin used in testing
individual portfolios is determined based on an assessment of
the recent historical experience in relation to the volatility of the
insurance margin for each portfolic of contracts. Where there is
insufficient historical experience for a portfolio, such as for a start
up business, a probability of adequacy of 75% is used.

The test has not been applied using the statistical concept of
probability of adequacy. Hence the risk margin applied for the
purposes of the liability adequacy test has been determined using
a different methodology to that used for the determination of the
risk margin for the outstanding claims liability. The probability of
adequacy represented by the liability adequacy test, which for each
portfolio fell in the range from 60% to 75%, also differs from the
probability of adequacy adopted in determining the outstanding
claims liability. The reason for these differences is that the {former
is in effect an impairment test used only to test the sufficiency

of net premium liabilities whereas the latter is a measurement
accounting policy used in determining the carrying value of the
outstanding claims liability carried on the balance sheet.




CONSOUDATED

2008 . 2007
$m $m
A. COMPODSITION
1. Maney market securities
LISTED .
Australian government and semi government 1,820 2,227
Australian financial institutions and corporate 259 235
Foreign government 427 449
Foreign financial institutions and corporate 519 888
UNLISTED '
Australian financial institutions and corporate 4,583 4,231
Foreign government and institutions 72 373
8,080 8,403
Il. Equity and trust securities
LISTED
Australian 797 1,411
International 314 270
UNLISTED
Australian 201 186
Internationat 82 612
1,394 2,479
HI. Derivatives
Exchange traded 4 1
QOver the counter 1 1
5 2
9,479 10,884

The Parent had an investment of $1 million being an investment in a former subsidiary which was put into liguidation during the

financial year (2007—%nil).
B. SIGNIFICANT RISKS

Information is provided here regarding exposures as at reporting date for the significant risks faced in relation to investments. When
considering the risks facing the investment balance it is important to note that ditferent objectives and policies are applied in managing

assets backing insurance liahilities and shareholders’ funds.

The fotlowing table provides the composition of the assets backing insurance liabilities and shareholders’ funds as at the current
reporting date noting that these portfolios include not only investments but also cash.

Shareholders’ funds

CONSOLIDATED |

Assets backing insurance liabilties

! $m % of total $m % of wotal
Cash and cash equivalents 439 141 795 10.5
Money market securities 1,663 53.5 6,417 84.4
Equity and trust securities/other 1,005 324 394 5.1

3,107 100.0 7,608 100.0
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Invesiments are not a source o hquidily NsK Lul are a key part of managing the nsk. A maiunly analysis of the mvestments that have a
fixed term is provided in the table below. The investments that represent assets held to back insurance liabilities have a maturity matched
to the estimated payment pattern of the underlying claims. Some information is also provided in the table regarding the interest rate risk
exposure of the securities for key operating environments.

1 _ CONSOLIDATED
Floating ’ ‘
interest rate Fixed interest mte securities maturing in Totai

i lyearorless 1to2years 2to3years 3todyears 4toSyears  OverSyears

2008 )

Money market securities Sm 193 1,813 1,298 2,434 840 948 754 8,080
Weighted average interest

rate—Australia % n/a 811 7.91 7.99 8.36 8.79 7.16 8.05
Weighted average interest

rate—New Zealand % n/a 821 7.53 8.77 8.52 8.70 8.91 8.03
2007

Money market securities - $m 389 3,527 1,360 715 718 386 - 1,304 8,403
Weighted average interest ’

rate— Australia % n/a - 8.15 6.45 6.71 6.81 6.79 5.66 6.28
Weighted average interest

rate-- New Zealand % n/a 7.44 6.28 7.20 7.34 7.78 8.17 7.02

The breakdowns are provided by contractual maturity. Actual maturities may differ from contractual maturities because certain
counterparties have the right to call or prepay certain obligations with or without call or prepayment penatties.

None of the investments has been pledged as collateral at reporting date {2007—none).
For information regarding the management of liquidity risk refer to the financial risk management note.

IL. Credit risk : .

The IAG Group is exposed to credit risk from investments in third parties where the 1AG Group holds debt and similar securities issued by
those companies. The credit risk relating to investments is monitored and assessed, and maximum exposures are limited. The maximum
exposure to credit risk as at reporting date is the carrying amounts of the investments on balance sheet as they are measured at fair
value. The investments comprising assets held to back insurance liabilities are restricted to investment grade securities.

The following table provides information regarding the credit risk relating to the money market securities based on S&P counterparty
credit ratings.

CONSOLIDATED
2008 2007
. &m % of total $m % of 1tal

RATING
AAA 4,464 55.3 5,791 68.9
AA . 3,485 431 2,475 29.5
A ' 86 11 o8 0.9
BBB and lower 19 0.2 23 . 0.3
Unrated 26 0.3 33 . 0.4
8,080 100.0 8,403 100.0

For information regarding the management of credit risk refer to the financial risk management note.

. interest rate risk

The IAG Group is exposed to interest rate risk on those investments that are money market securities. Some information regarding the
interest rate conditions of these instruments is provided in the maturity analysis table included ahove. The majority of the money market
securities bear a fixed rate of interest. Movements in market interest rates therefore impact the price of the securities (and hence their
fair value measurement) but not the contractual cash flows of the securities.

Derivatives are used to manage interest rate risk. For information regarding the notional contract amounts associated with these

derivative financial instruments together with a maturity profile and reporting date fair values refer to the financial risk management note. .

A key policy used in the management of interest rate risk is the investment of assets heid to back insurance liabilities in securities whose
interest rate sensitivity matches the related insurance’ liabilities. For additional information regarding the management of interest rate risk
refer to the financial risk management note.
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The IAG Group’s expasure to currency risk from investments arises directly from the investment of shareholders’ funds in assets
denominated in cumrencies other than the functional cusrencies of the 1AG Group entities. Assels held to back insurance liabilities
are held in the same currency as the related insurance fiabilities eliminating any net foreign exchange exposure from foreign
operations with the 1AG Group exposed only to the residual net investrment in these foreign operations.

_The following table provides information regarding the composition of the reporting date shareholders’ funds batance (inctuding hoth

investments and cash and cash equivalents) by currency.

CONSOLIDATED

2008 2007

Sm % of total $m % of totat

Australian dollar 2,430 78.2 3,186 78.7

New Zealand dollar 101 3.2 70 1.7

British pound 408 13.2 521 12.9

United States dollar < 54 1.7 125 3.1
Other 114 3.7 146 3.6 .

3,107 100.0 4,048 100.0

Derivatives are not used to manage the currency risk on investments,
For information regarding the management of currency risk refer to the financial risk management note.

V. Equity price risk
The Gtoup is exposed to equily price risk through its investment in equities and the use of equity related derivative contracts.

Derivatives are used to manage equity price risk. For information regarding the notional contract amounts associated with these derivative
financial instruments together with a maturity profile and reporting date fair values refer to the financial risk management note.

for information regarding the management of equity price risk refer to the financial risk management note,

VI, Concentration of risks

While the asset mix for investments is concentrated in money market securities, within this category the investments are diversified
by issuer type. industry and specific counterparty. When this is combmed with the counterparty credit rating of the investments the
coencentration risk is considered low.

C. FAIR VALUE INFORMATION :

All investments are initially recorded at fair vaiue and are then subseguently remeasured to fair value at each reporting date, For those
investments traded in an active market this involves applying the published bid price quotations. For trust securitles this generally means
using the redemption price provided by the trustee.

There is an insignificant portion of investments {less than 1%} for which a valuation methodology is used to determine the fair value. The
assets are effectively marked to model rather than marked to market. Reasonable changes in the judgement applied in conducting these
valuations would not have a significant impact on the balance sheel.
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CONSOLIDATED

2008 2007
$m $m
A. COMPOSITION

Premium receivable 2,070 2,072
Provision for impairment (24} (27}
2,046 2,045

Reinsurance and other recoveries on paid claims 217 227
Provision for impairment (12) {12)
205 215

Other trade debtors 60 a7
Provision for impairment (3) (3}
) 57 44

Premium funding ioans secured on policies (net of unearned interest} - 106
Provision for impairment - {2)
- 104

GST recoverable on gross outstanding claims liability 372 434
Investment income receivable 123 124
Investment transactions not yet settled at reporting date 117 50
Corporate treasury derivatives receivable - 1
Other debtors 333 261
3,253 3,278

The Parent had a receivable at reporting date of $69 million beir{g the RES embedded dernivative {2007—$nil). For information regarding

the embedded derivative refer to the financial risk management note.

B. SIGNIFICANT RISKS

Information is provided here regarding exposures as at reporting date for the significant risks faced in relation to receivables.

The receivables are non interest bearing (with the exception of premium funding loans in the comparative) and are normally settled
between 30 days and 12 months, The balance has not been discounted because the effect of the time value of money is not material.
The net carrying amount of receivables is a reasonable approximation of the fair value of the assets because of the short term nature

of the assets.
I. CredHt risk

The key risk to which the receivables amounts are exposed is credit risk. The maximum exposure to credit risk as at reporting date is the
carrying amounts of the receivables on balance sheet. A portion of the trade and other receivables balance is owed by related parties,

which are considered to be fully recoverable.

An ageing analysis for certain receivables balances is provided here. The other trade debtors provision of $3 million {2007—%$3 million)
represents specific provisions in an Australian subsidiary that relate to balances overdue more than one year. The other receivables
batances have either no overdue amounts or an insignificant portion of overdue amounts. The amounts are aged according to their original
due date. Receivables for which repayment terms have been renegotiated represent an insignificant portion of the balances.

( NOT OVERDUE OVERDUE TOTAL ‘*

< 30 days 30-120 days > 120 days i

$m $m m $m $m |
Premium receivable 1,655 253 139 23 2,070
Provision for impairment—specific - - - (3) (3}
Provision for impairment—coltlective - {12) {4) (5) (21)
Net balance 1,655 241 135 15 2,046
Reinsurance and other recoveries on paid claims 163 10 7 37 217
Provision for impairmeni—spec'rfic- - - - (12) {12)
Net balance 163 10 7 25 205

The majority of the premium receivable balance relates to policies which are paid on a monthly instalment basis. It is important to note
that the late payment of these amounts allows the Group o cancel the related insurance contract eliminating both the credit sk and
insurance risk for the unpaid amounts. Upon cancellation of a policy the outstanding premium receivable is reversed.

The total provision for impairment at reporting date for receivables balances totalled $39 million {2007 —8$44 million). The net movement
in the aggregated provision for the current peried was $5 million. A reconciliation of the movements during the period has not been

provided as the information is not material.

Il. Concentrations of risk

There are no significant concentrations of risk within receivables as the IAG Group transacts with a large and unrelated customer base in
different geographical regions and non customer related receivables are generally with statutory bodies (eg national tax authorities) which

are considered fully recoverable.,
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CONSOLIDATED

Balance at the end of the financial year

Land and Muotor QOther ptant
| bulidings vehicles  and equipment Total
L $m $m $m $m
2008
A, COMPOSITION
At cost 125 86 476 687
Accumulated depreciation (19) (40) (318) {(377)
Impairment charges (9) - - (9)
Net foreign exchange movements (5) - (5) (10)
Balance at the end of the tinancial year 92 46 153 291
2008 -
B. RECONCILIATION OF MOVEMENTS FOR THE FINANCIAL YEAR
Balance at the beginning of the financial year 101 48 148" 297
Additions 13 24 65 102
- Disposals (1) (12) (2) (15)
Additions through business combinations - 1 3 4
Depreciation ' {7 (15} (56) {78)
Impairment josses {9) - - (N
Net foreign exchange movements (5) - (5) {10)
Balance al the end of the financial year 92 46 153 291
2007
C. COMPOSITION OF COMPARATIVES
Cost 113 73 410 596
Accumulated depreciation {12) {25) {262) {299)
101 48 148 297

The net car?ying ameount of all classes of property, plant and equipment is considered a reasonable approximation of the fair vaiue of the
assets in the context of the financial statements. There are no items of property, plant and equipment pledged as security for liabilities.

The depreciation expense amounts are aliocated across various lines in the income statement.
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CONSOLIDATED
Software Ligyd's Other
development syndicate contractual Distribution Customer
expenditure capacity Brands arrangements thannels refationships Totat |
$m $m $m $m $m __8m

2008
A. COMPOSITION
Cost 241 138 177 24 269 203 1,052
Accumulated amortisation (149) - {(33) (14) (32) (41} {269)
Accumulated impairment
charges (4] ' - (52) - - (13) (72)
Net foreign exchange
movements (9) (23) {26) {1) (41) (28) (126)
Balance at the end ’
of the financial year 76 115 66 9 196 123 585
2008
B. RECONCILIATION OF MOVEMENTS FOR THE FINANCIAL YEAR
Balance at the beginning
of the financial year 92 131 154 17 245 142 781
Additions acquired
and developed 46 - - - _ - 46
Additions through business
combinations - - - - - 29 29
Amortisation (54) - {19) (7} (21) (18) {119)
Impairment losses )
recognised during the year . - - {52) - - {13) (65)
Net foreign exchange
movements {8) {16) {17) {1) (28) {(17) (B7)
Balance at the end
of the financial year ' 76 115 66 9 196 123 585
2007
C. COMPOSITION OF COMPARATIVES
Cost 195 138 177 24 269 174 977
Accumulated amortisation (95) - (14) {7) (11) (23) (150)
Accumulated impairment
charges {7 - - - - - (7}
Net foreign exchange
movements {1) {7} {9) - {13} (9) {39}
Balance at the end
of the financial year 92 131 154 17 245 142 781

T2 1AG ANNUAL REPORT 2008




I. Software development expenditure

The software development expenditure asset comprises

both internally generated assels and acquired assets. The
capitalisation of the software development expenditure involves
the exercise of judgement in determining whether the costs
incurred will be recovered through the probable generation of
future economic benefits from the internal use of the asset.

This process is supported by the preparation of detatled
business cases and subsequent review processes that are
required to approve a greater than $2 million project including a
detailed business case. The asset represents both projects that
have been completed and the developed software imptemented
as well as projects that continue in development. The future
economic benefits expected to be realised from the capitalised
software development expenditure will benefit various operating -
functions and so the amortisation of the assets is included in the
claims expense, acquisition costs, other underwriting expenses,
and corporate, administraticn and other expenses lines in the
income statement.

fl. Acquired intangible assels

All of the intangible assets other than the capitalised software
development expenditure intangible asset have been acquired.
With the exception of the Lloyd's syndicate capacity, each of the
acquired intangible assets has finite useful lives. The amortisation
of the acquired intangible assets forms part of corporate,
administration and other expenses in the income statement.

A broad description of the nature of each of the significant
intangible assets is provided here:

a. LLOYD'S SYNDICATE CAPACITY

The Lloyd's syndicate capacity relates to the syndicate capacity
acquired as part of the acquisition of Equity Insurance Group in
2007 (refer note 24) which at acquisition date held 64.02% of
the capacity of Syndicate 218. The value of the syndicate capacity
is in the access it gives to the future underwriting profits of the
business. The basis of the determination of recoverable amount is
a return {profit) to be generated on the expected premiums to be
written by the syndicate. The growth assumptions used were 2.5%
until 2014 and 2.0% after that. A reduction in growth below these
levels is not regarded as reasonably foreseeable. A 1% change

in the expected return (to 9% or 11%) would move the value by
approximately $50 million.

b. BRANDS
This represents the revenue generating value of acquired brands.

¢, CUSTOMER RELATIONSHIPS

This is in effect the capitalisation of future profits relating to the
insurance contracts in place at acquisition and the expected
renewals of those contracts. It represents the amount paid to the
vendor for the value of the customer relationships developed prior
to acquisition.

The value of the distribution channels is in the future revenue
expected to be generated as a result of the existing refationships
with the broker networks and affinity accounts.

&. CURRENT YEAR IMPAIRMENT
During the year ended 30 June 2008, the following acquired
intangible assets were impaired:

i. Hastings insurance brand

This broking brand was originally valued using a royaity refief
methodology, based on a royalty rate of 4.38% of premium
revenue serviced. However, since then there have been a

number internal issues and external market factors which have
negatively impacted the strength of the brand. These include both
operational issues which ted to the panel of underwriters used

by the broker being seriously curtailed from August 2007 and
reduced call volumes and conversion as the UK private motor
market increasingly relies on purely price led offerings through the
internet. Marketing expenditure in the market has also increased
substantially. The royalty rate adopted to value this brand at the
current reporting date was 0.875%. Applying this rate to the lower
premium revenue expected to be generated by Hastings resulted
in a recoverable value for this brand which was $50 million tower
than its carrying value, and an impairment foss of this amount
was recognised in the income statement.

ii. Equity insurance hroking distribution brand
A management decision 10 discontinue use of this brand led to a
full write down of the carrying value of $2 million.

fit. Equity insurance direct channel customer reiationships

The Equity insurance direct channel intangible asset reflects the
anticipated profits from a mix of over the phone and internet
insurance broking. Internet sourced business is growing as a
proportion of this channel. It carries higher acquisition costs and
lower customer retention rates which reduce the value of this
channel. This migraticn of the business to the internet accelerated
during the pericd and appling these updated assumptions
resulted in an estimated recoverable value which was $1.3 million
lower than the carrying value and an impairment loss of this
amount was recognised in the income statement.

IHl. Other intangible assets

There are a number of other intangible assets that are controlled
but which are not presented on the balance sheet because they
do not meet the recognition criteria. These are both acquired and
internally generated intangible assets. These include brands,
infarmation technology systems and distribution channels.
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CONSOLIDATED

2608 2007
Sm $m
A. COMPOSITION
Gooadwill 2,313 2,282
Net foreign exchange movements. (161) {26}
Accumulated impairment charges (277) -
1,875 2.256
B. RECONCIHLIATION OF MOVEMENT FOR THE FINANCIAL YEAR
Goodwill at beginning of the financial year 2,256 1,486
Additional goodwill amounts arising from business combinations 33 777
Disposal goodwill amounts arising from business disposals (2) -
Net foreign exchange movements during the year {135) {Nn
Impairment charge for the year (277) -
Goodwill at the end of the financial year . 1,875 2,256
C. ALLOCATION TO CASH GENERATING UNITS
Australia insurance operations® 1,156 1,148
New Zealand insurance operations 281 319
Asia insurance operations 45 53
United Kingdom insurance operations 393 715
Alba inwards reinsurance operation' - 21
1,875 2,256

) In previous periods this goodwill amount was tested on the basis of two cash generating units. The cash generating units changed following a restructuring of the
operation of the 1AG Group. These cash generating units align with the way goodwill was menitored for internal management purposes at the current reporting date.
{ii} This cash generating unit previously consisted of all non Australia reinsurance operations but changed following the classification of the Alba inwards reinsurance

operation as held for sale,

As the IAG Group continues to incorporate businesses into the
1AG Group and/or reorganises the way businesses are managed,

reporting structures may change requiring a reconsideration of the

identification of the cash generating units.

The goodwill relating to certain acquisitions outside Australia is
denominated in currencies other than Australian dollars and so
is subject to foreign exchange rate movements,

The impairment testing of the goodwill involves the use of
accounting estimates and assumptions. The recoverable amount
of each cash generating unit is determined on the basis of

value in use ¢alculations. The value in use is calculated using

a discounted cash flow methodology covering a five or 10 year
pericd with an appropriate terminal value at the end of year five
or 10, less net assets, for each of the key business units within
a cash generating unit.

The following describes the key assumptions on which
management has based its cash flow projections to undertake
impairment testing of goodwill:

m cash flow forecasts are based on five year business plans:

@ terminal value is calculated using a perpetuity growth
formuta based on the cash flow forecast for year five or 10,
the discount rate (after tax), termina! growth rate in profit or
premium and, where appropriate, terminal insurance margin;

@ terminal growth rates and insurance margins are based on
past performance and management’s expectations for future
performance in each segment and country; and

a discount rates used reflect the risk free rate, an appropriate
beta and equity risk premium (after tax} in each segment and
country, risk adjusted where applicable, Discount rates used
are pre tax. -

The carrying value of identified intangible assets is deducted from

the values generated from the cash flow projections to arrive at
a recoverable value for goodwill which is then compared with the
carrying value of goodwill.
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I. Cash generating units with current year impairment charges
Goodwill impairment charges have been recognised in the current
period relating to the UK cash generating unit and the Alba
inwards reinsurance operation cash generating unit as the cash
flow projections derived values that were lower than the carrying
value of goodwill. . .

While the UK operation as a whole forms a cash generating

unit, the sub component that is the key driver for the current
impairment is the combined Hastings insurance broking operation
and Advantage underwnting operation purchased together
effective 29 September 2006. The events and conditions giving
rise to the impairment of the value of these businesses are,

in summary:

B reduced volumes of business and income generated by the
Hastings and Equity retail broking operations. This reflected
both operational issues which led to the Hastings panel of
underwriters used by the broker being seriously curtailed from
August 2007 and reduced call volumes and conversion as the
UK private motor market increasingly relies on purely price .
led offerings through the internet. Marketing expenditure in
the market has also increased substantially. Consideration
of these conditions, and the likely prospects of the business,
{ed to reductions in both the forecast volume of business and
profitability of this operation;

o continued losses from the Advantage underwriting operation,
which operates primarily in the UK private motor market. This
business is highly dependent on Hastings for distribution.
The combination of significant price increases implemented
to restore profitability and the challenges faced by Hastings
meant this business has continued to report losses and the
decision has been taken to either sell the insurance licence
or put the business into run off and the cash flow projections
used reflect a run off assumption; and

a the gross discount rate used to value the UK cash generating
unit as at 30 June 2008 was 13.8% (10.4% net of tax).
This compares with 14.1% (10.7% net of tax) used for the
previous assessment as at 31 December 2007. The change
in discount rate resulted from a change in the Group's
estimate of its WACC.




these are noted below. They are stated in isolation although they
are not wholly independent—for example, changes in interest
rates leading to a change in discount rate could also lead o a
change in profitability as the investment income would change.

8 Anincrease/decrease of 1% in the discount.rate used
would have increased/decreased the impairment loss by
approximately $136 million.

© Anincrease/decrease of 3% in the year on year premium
growth over the valuation period would have decreased/
increased the impairment loss by approximately $102 million,

w Anincrease/decrease of 1% in the terminal growth rate used
would have decreased/increased the impairment loss by
approximately $72 miltion.

® Anincrease/decrease of 1% in the terminal insurance margin
used would have decreased/increased the impairment loss by
approximately $60 million.

NOTE 20. TRADE AND OTHER PAYABLES

up operation on 3 July 2006, The operation has since that time
failed to perform as originatly expected and the operation no
longer fits within the Group's altered ptans in Asia. Thus, the
declsion was taken to dispose of this operation which consists

of an Asian based Lioyd’s syndicate and a UK based managing
agent. The operation was classifted as held for sale at the current
reporting date. The recoverable value is based on the carrying
value of the tangible assels and liabilities. The realisable value on
sale (including allowance for selling costs), is unclear at this time
and an impairment loss for the full carrying value of $25 million
was recognised in the income statement.

It. Cash generating units with no impairment

The cash flow projections derived values for each of the other
cash generating units that were in excess of the carrying value of
goodwill. Reasonably foreseeable changes in the key assumptions
on which the recoverable amounts are based would not be
expected to cause the respective recoverable amounts to fall
shart of the carrying amounts at reporting date.

CONSOLIDATED

2008 2007

$m $m

A. COMPOSITION .

Trade creditors

Commissions payable 122 112

Stamp duty payable 65 60

GST payable on premium receivable 76 75

Other 207 267

470 514

Loan from former related party" - 79

Deferred payable under acquisition agreement™ 30 21
Other payables

Other creditors and accruats 262 306

Investment creditors 121 193

Interest payable on interest bearirjg liabilities 23 26

506 1,139

The Parent had interest payabte on interest bearing liabilities of $16 million at reporting date {(2007—3$20 million).

(it The loan from former related party related 1o an entity that was previpusly a subsidiary, but which was placed in liquidation. The loan was setted upon the

completion of its liguidation process.
(i) Cash flow hedge accounting is applied in ralation to this payable.

- B. SIGNIFICANT RISKS

information is provided here regarding exposuies as at reporting date for the significant risks faced by the Group in relation to trade and

other payables.

_Trade and other payables are unsecured, non interest bearing and are normally setiled within 30 days with the exception of the deferred
payable under acquisition agreement which is expected to be settled in 2009 (the expected settlement was previously 2011 but this
changed with the classification of the Alha operation as held for sale) and the loan from former related party. Amounts have not been
discounted because the effect of the time value of money is not materiat (the deferred payable under acquisition agreement was
discounted in the comparative period). The carrying amount of payables is a reasanable approximation of the fair value of the liabilities

because of the short term nature of the liabilities.
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860 1.130 |

SECTIONS PARENT CONSOLIDATED
2008 2007 2008 2007
$m $m S$m $m
A. COMPOSITION
© L Capital nature
TIER 1 REGULATORY CAPITAL
AUD reset preference shares cl 350 550 350 850
TIER 2 REGULATORY CAPITAL
USD subordinated term notes c.h - - 250 283
Derivatives for USD subordinated term notes* C.lt - - 151 125
GBP subordinated term notes c. 519 591 519 591
AUD subordinated term notes C.v - - - 299
NZD subordinated term notes CX - - 79 -
11. Operational nature
NZD senior term notes cv - - 40 45
GBP unsecured notes cv - - 4 89
Euro floating rate notes cvi - - 20 37
USD floating rate notes cvin - - - 9
GBP receivables refinancing debt Cix - - - 6
GBP secured mortgage - - - 2
Less: capitalised transaction costs {9) (11) {12) (19)
¢ 860 1,130 1,401 2,017
* The derivatives related to the USD subordinated term notes are disciosed together with the notes but do not form part of tier 2 regulatory capital,
B. RECONCILIATION OF MOVEMENTS FOR THE FINANCIAL YEAR
Balance at the beginning of the financial year 1,130 547 2,017 1,296
Debts taken on through acquisttions of subsidiaries
Secured variable rate bank loan - - - 556
15.6% deep discounted bonds - - - 348
Secured mortgage - - - 2
Unsecured notes issued to vendor {Equity Insurance Groug) - - - 93
Euro/USD floating rate notes and GBP receivables refinancing - - - 71
New [ssues -
GBP short term notes issued for acquisition of subsidiaries - 350 - 350
Issue of NZD suberdinated term notes - - 87 -
Issue of GBP subordinated term notes - 625 - 625
Repayments
Repayment of AUD reset preference shares (200) - {200) -
Repayment of AUD subordinated term notes - - (300) -
Repayment of GBP short term notes - {350) - (350}
Repayment of sectired variable rate bank loan - - - (556)
Repayment of 15.6% deep discounted bonds - - - {348)
Repayment of GBP unsecured notes - - (80) -
Other repayments - - (32) {17
Other movemeants
Foreign exchange movement on notes {72) - (125) (40)
Foreign exchange movement on cash flow hedge - - 33 40
Other fair value movement on cash fiow hedge - - (8) (10
Other foreign exchange movements {33} 5 (38)
Discount on GBP subordinated emm notes - (0} - (8}
Transaction costs capitalised during the financial year - (6) - (6)
Amortisation of capitalised transaction costs 1 3 4 7
1,401 2,017
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1. AUD reset preference shares’ .

The RPS are a hybrid security with characteristics of both debt and
. equity. The securities were issued in two tranches referred to as
RPS1 (face value of $350 million issued June 2002, ASX code
IAGPA} and RPS2 (face value of $200 million issued June 2003,
ASX code IAGPB). The RPS2 were bought back on 16 June 2008
for an amount of $100 per RPS2.

The RPS entitle the holder to a preferred, but not cumulative,
distribution of 5.63% per annum for RPS1 and prior to the
buyback on 16 June 2008, 4.51% per annhum for RPS2. The
distributions are payable semi annually in arrears on 15 December
and 15 June and are able to be franked, The distributions are
expected to be fully franked and if a distribution is unfranked or
partially franked, the distribution will be increased to compensate
for the unfranked component. Because of the hybrid nature of the
securities, distributions on the RPS are not the same as interest
payments and may not always be paid, as there are a number of
conditions that must be met before a distribution can be paid. If
distributions are not paid on the RPS, no dividerds can be paid
and no returns of capital can be made on ordinary shares unless
IAG takes certain actions.

The RPS may be exchanged by IAG or the holder on a reset date,
by the holder upon a specified trigger event {such as change in
control of IAG by a takeover bid}, or by tAG on a tax event (such as
a more than insignificant increase in taxation costs), regulatory
event {such as not all of the RPS being entitled to be treated as
tier 1 capital for regulatery reporting purposes) or following certain
takeovers or schemes of arrangements. While the holder may
initiate an exchange, 1AG is able to select the method of exchange
being either conversion into ordinary shares, arranging for a

third party to acquire the RPS for their face value, or o redeem,
buy-back or cancel the RPS {subject to APRA approval). The RP3
convert into ordinary shares that would rank equally in all respects
with all other ordinary shares. All conversions into ordinary
shares, other than a holder requesting conversion on a reset

date, will receive a discount of 2.5% of the ordinary share price
used in calculating the number of ordinary shares to be issued

on conversion. The next reset date for RPS1 is 15 June 2012.

The RPS rank in priority to ordinary shares for the payment of
dividends and in the event of a winding up. In a winding up, all
RPS will rank equalty for return of capital behind all other-creditors
of IAG, and ahead of ordinary shares. The RPS would rank equaily
with RES if the RES are exchanged into preference shares. Except
in limited circumstances, the RPS do not carry voting rights at
general meetings.

It. USD subordinated term notes )

The LUSD subordinated term notes have a face value

of US$240 miltion and were issued at par by NRMA

Insurance Funding 2003 Limited (a wholly owned subsidiary

of Insurance Australia Limited (IAL)). They are fixed rate notes
{5.19% payable semi annually), with the principal and interest
flows denominated in US dollar, which are hedged with cross
currency swaps and interest rate swaps. Cash fiow hedge
accounting is applied for this hedge arrangement {refer note 33
for further information). The notes mature in April 2015, however,
they may be redeemed at par at the issuer's option from April
2010 onwards, subject to the approval of APRA. If the notes are
not redeemed in April 2010, all notes become floating rate notes
with an interest rate of the three month Libor plus a margin of
2.04% per annum. The notes qualify as lower tier 2 capital for the
purposes of 1AL's APRA regulatory capital position. .

{ll. GBP subordinated term notes

The GBP subordinated term notes were issued with face value of
£250 million (equivalent to $625 million at date of issue) by the
Company and were issued at a discount. They are fixed rate notes
(5.625% payable annually) listed on the London Stock Exchange
with the principal and interest flows denominated in GBR.
Amourts are translated into the equivalent Australian dollar using
the reporting date exchange rate. The primary difference between
the Australian dollar equivaient of the face value of the notes

at inceplion and the carrying value is due to foreign exchange
rate movements. The notes mature on 21 December 2026

hy 21 December 20186, all notes become floating rate notes with
an interest rate of the three month GBP Libor plus 1.62%. The
notes qualify as lower tier 2 capital for the purpose of the APRA's
regulatory capital position. ’

The notes were issued to UK institutional investors as part of
the funding of the acquisition of Equity insurance Group and
repayment of the short term notes of £140 million (equivalent
to $350 million} which was raised to fund the earlier acquisition
of the Hastings and Advantage insurance operations.

V. AUD subordinated term notes

The AUD subordinated term notes had a face value of

$300 million and were issued through |AL's debt issuance
program. The notes were redeemed for face value on

27 November 2007. Of the notes, $250 million carried a fixed
rate of 6.35% and were issued at a discount whilst $50 million
carried a floating interest rate equal to the prevailing bank bill
swap rate plus a margin of 1.08%. The notes qualified as lower
tier 2 capital for the purposes of IAL's APRA regulatory capital
position.

V. NZD senlor term notes

The NZ$50 million senior term notes were issued through 1AG (NZ)
Holdings Limited's medium term note program. The notes were
issued at a discount and mature in August 2008. They are fixed
rate notes {7.25% payable semi annually) with the principal and
interest flows denominated in NZ dollars. Amounts are translated
into the equivalent Australian dollars using the reporting date
exchange rate. The primary difference between the Australian
dollar equivalent of the face value of the notes at inception and
the carrying value is due to foreign exchange rate movements,

Vi. GBP unsecured notes

Unsecured notes with a face value of £38 million were issued

10 the management of Equity Insurance Group by IAG UK
Holdings Ltd on 8 January 2007. Amounts are translated

into the equivalent Australian dollar using the reporting date
exchange rate. The primary difference between the Austratian
doflar equivalent of the face value of the notes at inception and
the carrying value is due to foreign exchange movements. The
obligations under the notes are guaranteed by {AG. The notes
were issued in three tranches. The first tranche has a face value
of £33 million with an interest rate of GBP six month Libor per
annum. The notes mature in January 2009 and are redeemable
at the option of the holder on a six monthly basis from July 2007
ohwards. The second tranche has a face value of £2 million, with
an interest rate of GBP 12 month Libor per annum and is due

to be redeemed in January 2010. The third tranche has a face
value of £3 million, with an interest rate of GBP six month Libor
per annum. The notes are redeemable at the option of the holder
in July 2008 and January 2009.

At reporting date, onty £2 million {2007-—£38 mitlion) remains
outstanding after £36 million was redeemed or placed in trust
during the current period (2007—£nil).

VIl Euro floating rate notes
The Euro floating rate notes comprise two issues:

o notes with a face value of €12 million issued by Empire Equity
Limited. They are senior variable rate notes with an interest
rate of the three month Euribor plus 4.25%. The notes mature
on 7 September 2025 but are redeemable at the option of
the issuer from 7 September 2010. in July 2008, IAG was
substituted as the issuer of these notes; and

a notes with a face value of €12 million issued by Advantage
were redeemed during the current year, They were subordinated
variable rate notes with an interest rate of the three month
Euribor plus 3.95%.

Cross currency swaps are used Lo convert the currency exposure
of these liabilities to GBP. Hedge accounting is not applied for
this arrangement. For information regarding the notional principal
or contractual amounts associated with these derivative financial
instruments together with a maturity profile and reporting date
fair values refer to the financial risk management note.
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The Usb floating rate notes with a tace value of US38 million
issued by Advantage were redeemed during the current year.
They were subordinated variable rate notes with an interest
rate of the three month US doliar Libor plus 3.95%.

Cross currency swaps were used to convert the currency exposure
of this liability to GBP. Hedge accounting was nat applied for this
arrangement.

1X. GBP recelvables refinancing debt

Hastings Insurance Services Limited has entered into a
receivables financing agreement for a minimum period of three
years commencing 10 January 2006. The facility under the
agreement is £15 million with an interest rate of the published
base rate of Barclays Bank PLC plus 1.25%.

The NZD subordinated term notes have a face value of
NZ$100 million, and were issued at par by Insurance Australia
Funding 2007 Limited (a wholly owned subsidiary of IAL). They
are fixed rate notes with an interest rate of 9.105% per annum,
payable semi annually. The notes mature in November 2017,
however, they may be redeemed at par at the issuer’s option
from November 2012 onwards, subject to the approval of APRA,
If the notes are not redeemed in November 2012, all notes
hecome floating notes with an interest rate of the three month
NZ Bank Bill Swap Rate plus a margin of 1.5% per annum. The
notes qualify for lower tier 2 capital for the purpose of I1AL's
APRA regulatory capital position.

D. LIQUIDITY RISK

The {ollowing table provides information about the maturity
periods of the interest bearing labilities based on the contractual
maturity dates of undiscounted cash flows. Some of the liabtlities
have call or reset dates which may result in the actual maturities
being different to the contractual maturities.

MATURITY DATES OF CONTRACTUAL UNDISCOUNTED CASH FLOWS TOTAL

CARRYING VALUE
Wihin Lyear 1to2years 2io5years  Over 5years Perpetuai

$m $m $m $m $m $m
2008
Caphtal nature
TIER 1 REGULATORY CAPITAL
AUD reset preference shares'ih 350 - - - - 350 350
TIER 2 REGULATORY CAPTAL
USD subordinated term notes® : 250 - - - 250 - 250
GBP subordinated term notes®- W 519 - - - 519 . - 519
NZD subordinated term notes” . 79 - - - 79 - 79
Operational nature
Various instruments ‘ 64 44 - — 20 - 684
Total contractual undiscounted
principal payments ’ 44 - - 868 350 1,262
Contractual undiscounted interest payments™ 88 86 192 n/a - 366
Total contractual undiscounted payments 132 86 192 868 350 1,628
2007
Caphtal nature
TIER 1 REGULATORY CAPITAL
AUD reset preference sharest®™ 550 - - - - 550 550
TIER 2 REGULATORY CAPITAL
USD subordinated term notes™ 283 - - - 283 - 283
GBP subordinated term notes' 591 - - - 591 - 591
AUD subordinated term notes” 299, - - - 300 - 300
Operational nature :
Various instruments 188 - 130 11 a7 - 188
Total contractual undiscounted
principal payments - 130 11 1.221 550 1,912
Contractual undiscounted interest payments™ 91 B3 215 n/a - 382
Total contractual undiscounted payments 91 213 226 1,221 550 2,301

(i} These liabilities have call or reset dates upon which certain terms. including the distributicn rate. can be changed. For further information refer to the chart befow

ard the detailed descriptions of the mstruments provided in section C.

(i) Contractual undiscounted interest payments are calculated based on underlying fixed interest rates or prevailing market floating rotes as applicable. Interest
payments have not been included beyond five years. Reporting date exchange rates have been used for interest projections for liabilities in foreign currencies,

[iii) These liabilities are liabilities of the Parent entty.
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table above (together with the derivatives related to the USD
subordinated term notes) for the current period together
with information regarding the cail or reset dates. The chart
demonstrates that there are limited facifities that need to be
refinanced in the near term though some liabilities have call
or reset dates.

GROUP DEBT PROFILE
(S miflion)

50

44
o

Within 1 year 1-2years 2-5years Gver 5 years Perpetual

@ Legal maturlty date @ Call/reset date

The IAG Group also has the RES which are set off on the balance
sheet which are perpetual with reset dates and which are
convertible at any time into preference shares.

E. INTEREST RATE RiSK

Details about the exposure to interest rate risk as at reporting
date for interest bearing liabilities is provided in the tables and
detailed instrument descriptions provided elsewhere in this note.

The IAG Group is expesed to interest rate risk directly from the
unhedged interest bearing liabilities that bear a variable interest
rate but this is only a small portion of the liabilities. The interest
hearing liabilities bearing a fixed interest rate are measured

at amortised cost and so the IAG Group is not exposed at a
particular reporting date to changes in the fair value of the
liabilities relating to interest rate movements or (o changes in
the related cash flow obligations. The IAG Group will however
e exposed on a call or reset or maturity dale when the terms
of a liahility, including the interest rate, may need to be reset to
market rates.

F. CURRENCY RISK

Details about the exposure to currency risk as at reporting date
for interest bearing liabilities is provided in the tables and detailed
instrument descriptions provided elsewhere in this note.

The foreign currency risk exposure from interest bearing liabilities
arises primarily from the IAG Group long term borrowings
denominated in USD, NZD and GBP. There is no significant impact
ort profit from foreign cumency movements associated with these
bormrowings as the USD subordinated term notes are specifically
hedged with cross currency swaps and interest rate swaps for
which hedge accounting is applied {refer section C.il) and the NZD
and GBP subordinated term notes are effectively hedging a portion
of the net investment in the NZ and UK operations respectively for
which hedge accounting is applied {refer section C.1I.

For information regarding the management of currency risk refer
to the financial risk management note.

The IAG Group uses derivatives to manage the exposure 1o risks
relating to the interest bearing liabilities. Hedge accounting

is applied 10 only a limited number of these arrangements, In
each case where hedge accounting is applied the arrangements
are designated as cash flow hedges. Additional infermation

is provided below for those related derivative positions. For
information regarding the notional contract amounts associated
with these derivative financial instruments together with a maturity
prefite and reporting date fair values refer to the financial risk
management note.

It is important to note that some of the interest bearing liabilities
themselves are used to hedge currency risk relating to the net
investment in foreign operations by forming part of arrangements

‘for which hedge accounting is applied, refer to the financial

risk management note. Cross currency swaps are also used to
convert the currency exposure on the Euro floating rate notes
{and previously the USD floating rate notes} into British pound
but hedge accourting is not applied for these economic hedges.

{. Cross currency swaps on USD subordinated term notes

JAL has entered into cross currency swaps to fully hedge the
Austratian dollar value of principal and interest flows on the
Consolidated entity's USD subordinated term notes. The swaps
mature in 2010. Over the term of the swaps, the Consolidated
entity will receive US dollar payments equal to the interest payable
on the notes and will pay interest at either a fixed rate or variabie
rate of the three month bank bill swap rate plus a margin on a
principal amount of $401. million. On maturity of the swap, the
JAG Group will repay the principat amount of $401 million and
receive US$240 million based on the original spot exchange rate
at inception. This has the economic effect of converting the USD
borrowing into an Australian dollar borrowing. Hedge accounting
is applied in refation to these swap agreements. -

11, Interest rate swap agreements on USD subordinated

term notes -

IAL has entered into interest rate swap agreements to manage
the interest rate exposure on the Consolidated entity’s USD
subordinated term notes (previously swaps were also used in
relation to a portion of the now redeemed AUD subordinated

term notes). 1AL pays a fixed rate of interest under the swap
agreements and receives a variable rate of interest equal to the
amount payable on the underlying hedged borrowings. The interest
income and expense associated with the swap agreements are
recognised in profit or Ioss on a daily basis over the term for which
the swap is effective as a hedge of the underlying borrowing,

As at reporting date, the weighted average fixed interest rate
payable under the swap agreements was 6.92% per annum
(2007—8.7 7% per annum) and the weighted average floating

rate receivable was 9.36% per annum {2007—7.88% per annum)
for the Consolidated entity.

H. COMPLIANCE RISK

Throughout the current reporting period the IAG Group has
conformed with the requirements of its debt agreements,
including all financial and non financial covenants.
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mne interest Dearng hladilitles are inlially measured at air vaiue (nel o1 ansacuon Costs) bul are subsequendy measured al amortised
cost. Based on market conditions at any point in time, the carrying value of the liabilities may not be representative of the fair vaiue of the
liabilities. A comparison of the carrying amount and fair value for the liabilities is provided in the table below.

2008 2007
Carrying value Faolr value Carrying walue Fair vatue
$m $m $m $m
Capital nature
TIER 1 REGULATORY CAPITAL
AUD reset preference shares* 350 298 550 548
TIER 2 REGULATORY CAPITAL
USD subordinated term notes 250 249 | 283 279
Derivatives for USD subordinated term notes 151 151 125 125
GBP subordinated term notes* 519 433 591 548
AUD subordinated term notes - - 299 300
NZD subordinated term notes 79 78 - -
Operatlonal nature ’
Various instruments 64 65 188 190
Total 1,413 2,036
Less: capitalised transaction costs (12} (19)
1,401 2,017

*  These instruments are liabilities of the Parent entity.

METHODOLOGY

The individual interest bearing liabilities are not standardised market instruments and so it is not possible for the fair value to be
determined by mark to market with the exception of the AUD RPS for which the fair vatue is determined using the reporting date offer price
per the ASX. Hence the fair values have been determined by mark to model applying valuation techniques using objective market inputs
sourced from third parties wherever possible. The inputs are based on known similar financial instruments in the market around reporting
date noting that some of the liabilities are not as directly comparable to other market instruments as some liabilities in which case a
greater level of judgement has been applied in determining the inputs.

The differences between the carrying value of the liabilities and the fair value has been driven predominantly by widening in credit spreads
in the current period. Under the 1AG Group's current accounting policy of measuring the interest bearing liabilities at amortised cost in

line with the purpose and nature of the instruments to the 1AG Group the differences in value will not be realised by the IAG Group as the
liabilities are not transferable.

J. FINANCING ARRANGEMENTS

CONSOQLIDATED

MNotes Facllities drawn at reporting date Faciiities available

2008 2007 2008 2007

$m $m Sm $m

Standby letter of credit facilities A 52 59 53 ' 65
Standby facility B - - - 30
Debt issuance program C - 299 750 750
New Zealand medium term note program D 40 45 40 45
Receivables refinancing deiit - 3] 31 35

Various entities within the Consolidated entity have facilities outstanding with external service providers, mostly banks, providing short
term financing arrangementis for specific situations not significant to the Consclidated entity including standby letters of credit, and
guarantees for lease guarantees and performance bonds.

A The standby fetter of credit facilities are denominated in US dollars and are translated into equivalent Australian dollars using
the reporting date exchange rate. The majority of the amount shown relates to a standby letter of credit issued in support of the
Consolidated entity's participation in Lloyd's of London,

B The standby facility was for fiquidity support in the event that 1AL was unable to refinance maturing obligations under the debt issuance
program due to a market disturbance. The facility was not renewed during the current financial year.

C IAL has a $750 million debt issuance program. S&P has assigned its AA- long term and A-1+ short term ratings te the program’s
senior obligations and A+ to its subordinated notes. |AL is rated AA- for its insurer financial strength and counterparty credit ratings.

D IAG (NZ) Hoidings Limited has a NZ$50 million medium term note program. S&P has assigned a AA- long term rating to the
guaranteed and unsubordinated series of wholesale notes issued under the program. The program is guaranteed by IAL. This program
is denominated in NZ dollars and is translated into equivalent Australian dollars using the reporting date exchange rate. Exchange rate
movements are recognised in the foreign currency translation reserve.
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PARENT/CONSOUIDATED

2008 2007
Number of Number of
shares in shares In 2008 2007
millions miiltons Sm $m
SHARE CAPITAL
Ordinary shares -
Balance at the beginning of the financial year 1,794 1,595 4,361 3,263
Shares issued under institutional placement - 136 - 750
Institutional placement share issue costs, net of tax - - - (13)
Shares issued under Share Purchase Plan - 23 - 125
Share Purchase Plan issue costs, net of tax - - - 1)
Shares issued for the fully underwritten dividend 59 40 287 237
Shares issued under Dividend Reinvestment Plan 25 - 92 -
Balance ai the end of the financial year 1,878 1,794 4,740 4,361
PARENT CONSOLIDATED
2008 2007 2008 2007
$m $m $m $m
A. SHARE CAPITAL (REFER ABOVE) 4,740 4,361 4,740 4,361
B. TREASURY SHARES HELD IN TRUST
Balance at the beginning of the financial year - - (69) (40}
Acquisition of shares - - (4 (30}
Shares vested and/or released 10 participants - - 2 1
Balance at the end of the financial year - - (71) (69)
C. RESERVES
Foreign currency translation reserve
Balance at the beginning of the financial year - - (34) (15)
Net exchange difference on translation of foreign operations - - {214) {73}
_Hedge of net investment in a subsidiary - — 183 54
Balance at the end of the financial year - - (65) (34}
Share based remuneration reserve
Balance at the beginning of the financial year - - 33 19
Charged to profit for the year - - 25 15
Transfers from the reserve upon vesting of rights/shares - - (2) {1}
Balance at the end of the financial year - - 56 33
Hedging reserve
Balance at the beginning of the financial year - - (3) {10)
NET MOVEMENTS IN FAIR VALUE OF DERIVATIVES FORMING HEDGE
Cash flow hedges - - (26) (30)
NET MOVEMENTS IN RAIR VALUE RECOGNISED IN PROFIT
Cash flow hedges - - a3 40
Net tax impact on movements - - (2) (3)
Balance at the end of the financial year - - 2 (3)
Total reserves - - {7) (4)
D. RETAINED EARNINGS /{ACCUMULATED LOSSES) . :
Balance at the beginning of the financial year 547 686 372 274
Profit/{loss) attributable to equity holders of the Parent 764 363 (261) 552
Actuarial gains and (losses) on defined benefit superannuation plans, )
net of tax - - (34) 39
Dividends declared and paid (537) {492) {837} {492)
Acquisition of minority interest in subsidiaries - - - ()
Dividends on treasury sharas held in trust - - 2 4
Balance at the end of the financial year 774 547 (458} 372
Parent interest 5,514 4,908 4,204 4,660
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2008 2007 2008 2007

$m $m $m $m
E. MINORITY INTERESTS .
Balance at the beginning of the financial year - - 172 180
Profit attributable to minority interests - - 35 77
Actuarial gains and (Iosses) on defined benefit superannuation plans, '
net of tax, attributable to minority interests - - {3) 1
Distributions to minority interests - - (57) (86)
Balance at the end of the financial year - - 147 172
Minority interests compriging
Share capital. - - 126 126
Retained earnings - - 21 46
Minority interests - - 147 172
Total equity 5,514 4,908 4,351 4,832

F. NOTES TO SECTIONS A-E ABOVE
I. Share capital
All ordinary shares on issue are fully paid. Ordinary shares entitle
the holder to a vote at a general meeting of the Company and to
participate in the dividends and the proceeds on winding up the
Company in proportion to the number of, and amounts paid on,
the shares held. Dividends, if declared, are subject to there being
distributable profits available and not breaching APRA capital

' adequacy requirements.

During the year ended 30 June 2008, the Company made the
following two issues of ordinary shares to fund dividend payments:

& 2007 final dividend—$287 million issued through a fully
underwritten arrangement; and

2008 interim dividend—$92 million issued to the DRP
participants.

During the year ended 30 June 2007, the Company made the
following two issues of ordinary shares to fund the acquisition
of Equity Insurance Group:

a $750 million issued through an institutional placement at
$5.50 per ordinary share {completed 12 December 2006); and

e $125 million issued through a Share Purchase Plan at $5.50
per ordinary share (completed 31 January 2007).

During the year ended 30 June 2007, the Company settled its
interim dividend payable on 16 April 2007 with the issuance
of 40.5 million fully paid ordinary shares priced at $5.8507
per share.

11, Treasury shares held in trust

Share based remuneration is provided in different forms to eligible
employees and non-executive directars. To satisfy obligations
under the varicus share based remuneration ptans, shares are
generally bought on market at or near grant date of the relevant
arrangement and held in trust. Upon consolidation of the trusts,
the shares held that are controlled for accounting purposes

are recognised as treasury shares held in trust, as described
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in note 1.GG. The balance of treasury shares heid in trust at a
reporting date represents the cumutative cost of acquiring IAG
shares that have not yet been distributed to employees as share
hased remuneration.

Ill. Nature and purpose of reserves

a, FOREIGN CURRENCY TRANSLATION RESERVE

The foreign currency transtation reserve records the foreign
currency differences arising from the translation of the financial
position and performance of subsidiaries that have a functional
currency other than Australian dollars.

b. SHARE BASED REMUNERATION RESERVE

The share based remuneration reserve is used to recognise the
fair value at grant date of equity settled share based remuneration
provided to employees and non-executive directors over the
vesting period, as described in note 1.AA.

¢. HEDGING RESERVE

The hedging reserve is used to record gains or losses on
derivatives that form part of hedging retationships which have
been designated as cash flows hedges or net investment hedges,
as described in note 1.Q.

IV. Minority interests

Minority interests represent the proportion of equity holders’
equity that is attributable to minority shareholders. Minority
interests relates to Insurance Manufacturers of Australia Pty
Limited (Australia}, World Class Accident Repairs (Cheltenham
North) Pty Limited (Australia), Mutual Community General
Insurance Proprietary Limited (Australia), NHCT Limited (Thailand),
ant Safety Insurance Public Company Limited (Thailand). During
the financial year ended 30 June 2007, the Consolidated entity
acquired the minority interests in Mike Henry Travel Insurance
Limited (New Zealand) and DriveRight Limited {New Zealand).
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PARENT CONSOUDATED
2008 2007 2008 2007
$m $m $m $m

A. COMPOSITION
Cash and cash equivalents - - 1,234 1,163
- - 1,234 1,163

Cash and cash equivalents represent cash on hand and held with banks, deposits at call and money market securities readily convertible
to cash within two working days, net of any bank overdraft. There are no cash balances held that are not available for use in normal
operations. The carrying amount of the cash and cash equivalents presented on the balance sheets is the same as that used for the
purposes of the cash flow statements as there are no bank overdrafts used which are repayable upon demand.

B. SIGNIFICANT RISKS
The net carrying amount of cash and cash equivalents represents the maximum exposure to credit risk relevant to cash and cash
equivalents at reporting date and is equivalent to the fair value of the assets because of the negligible credit risk and frequent repricing.

A portion of the cash balances are held in currencies other than Australian doliar. For information regarding the management of currency
risk by the Group refer to the financial risk management note.

The majority of the amounts bear variable rates of interest. Those balances bearing a fixed rate of interest mature in iess than one year.
A small portion of the amounts bear no interest.

C. RECONCILIATION OF PROFIT/(LOSS) FOR THE YEAR TO NET CASH FLOWS FROM OPERATING ACTIVITIES

Profit/(loss) for the year 764 353 {226) 629
Depreciation and impairment of property, plant and equipment - - 87 61
Amartisation and impairment of intangible assets and goodwill - - 461 80
Net realised {gains) and losses on disposal of investments {19) - (29) 23
Net unrealised {gains) and losses on revaluation of investments 7 - 209 (184)
Net (gains} and losses on dispoesal of property, plant and equipment - - - 4
Provision for doubtful debts and impairment - - 3 2
Retained earnings adjustment for actuarial gains and {losses) on . ’

defined benefit superannuation plans - - (37) 40
Retained eamnings adjustment for share based remuneration : - - 25 15
Unrealised {gains) and !osses on embedded derivatives (69) - (69) -
Other 2 2 (14) {16)
Dectrensc /(Iincrease) In operating assets :

Premium and other receivables 37 ) 5 372 (652)
Prepayments and deferred levies and expenses - - (42) (73)
Deferred tax assets ’ {2) {5) (12) {36)
Current tax assets - - 1 : {18)
Inventories - - - (1)
Defined benefit superannuation asset - - 59 {62)
Increase/{decrease) in operating Habilities '

Trade and other payables (65) 43 36 {51)
Provisions - - 87 - 8
Current tax liabilities 14 {36) 2 {32}
Deferred tax liabilities : - - (39) 16
Qutstanding claims liability - - {735) 470
Unearned premium liability - - {116) 189
Unexpired risk liability - - 12 {11)
Net cash flows from operating activities ’ 678 362 5 401

D. SIGNIFICANT NON CASH TRANSACTIONS RELATING TO FINANCING AND INVESTING TRANSACTIONS .
There were no financing or investing transactions during the year which have had a material effect on the assets and liabilities that
did not involve cash flows,
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OF BUSINESSES

There were no acquisitions or disposals of businesses by the
Parent during the year (2007—none). The following acquisitions
and disposals of businesses relate to the Consolidated entity.

A, ACQUISITION OF SUBSIDIARIES

1. For the financlal year ended 30 June 2008

a, ACQUISITION OF REGIONAL BROKING BUSINESSES

IN THE UNITED KINGDOM

The IAG Group continued with its strategy in the UK of acquiring
smaller regional brokers. There were several businesses acquired
during the year with tota! consideration paid of $45 million. The
largest three acquisitions during the year were the purchase of
Barnett & Barnett effective 10 March 2008 for a total acquisition
cost (including transaction costs) of $26 million, the purchase

of Just Idol Limited {trading as Diamond Insurance Services)
effective 2 November 2007 for a total acquisition cost (including
transaction costs) of $5 million and purchase of Bryan & Knott
Holdings Limited effective 4 April 2008 for a total acquisition
cost {including transaction costs) of $5 million. The additional

below is disclosed on an aggregated basis as the individual
acquisitions were not significant to the 1AG Group. The acquired
businesses form part of the UK cash generating unit.

b, ACQUISITION OF NEW ZEALAND BASED

GENERAL INSHRANCE BUSINESS

The 1AG Group acquired the renewal business of Anthony
Runacres and Associates Limited effective 30 November 2007
for a total acquisition cost of $7 million including transaction
costs and the estimated present value of deferred consideration.
The business consists of insurance and risk professionals who
specialise in fire and general insurance broking in the commercial
sector. This business forms part of the NZ cash generating unit.

c. ACQUISITION OF SPECIALIST UNDERWRITER

IN THE AUSTRALIA COMMERCIAL INSURANCE MARKET

The IAG Group acquired Strata Unit Underwriting Agency Pty
Ltd effective from 18 April 2008, The business consists of an
underwriting operation specialising in strata insurance. This
business forms part of the Australia cash generating unit.

UK BRANCH ACQUISITIONS

M
2008
Purchase price
Cash paid 33
Present value of deferred payments 1
Present value of contingent payments 1
Costs directly associated with acquisitions 1
Total purchase consideration 36
Fair value of net identrfiable assets acquired recognised by acquiree
Cash and cash equivalents 10
Receivables 1
Payables (14)
“Current tax liabilities {1)
Net identifiable assets acquired 6
Intangible assets recognised upon acquisition
Customner relationships 14
Goodwill 16
30

The fair value of assets and liabilities are based on discounted cash flow models or the book values have been used as a proxy for fair
value. In addition to the intangible assets recegnised and disclosed above, there are other intangible benefits that have been acquired.
These benefits have not been recognised separataly from goodwill because they were not separately recognisable and/or were not able
to be reliably measured. These assets are principally the value of the workforce acquired and the value of cost and revenue synergies
relating largely to an abiiity to provide improved products and services to customers.

The measurement of identifiable intangible assets acquired in a business combination is highly subjective and there are a range of
_possible values that could be attributed for initial recognition. The 1AG Group uses the skills and experience of valuation specialists
in establishing an initial range within which the fair value is to be recognised. Judgement is then applied in selecting the value to be
recognised on the balance sheet. Judgement is also applied in determining the useful life of the intangible assets which impacts
directly on the amortisation charges to be incurred following an acquisition.

2008

Cash consideration paid . 33

Cash balance acguired : (10}
Net outflow of cash ' 23

Contribution from the acquired businesses (from date of acquisition)

Income 5

Profit/(loss) before income tax 1
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a. ACQUISITION OF A UNITED KINGDOM BASED

GENERAL INSURANCE BUSINESS AND INSURANCE BROKER

On 4 December 2006, the Consolidated entity announced that it
would acquire EIG {Investments) Limited the halding company of
the Equity Insurance Group. Equity Insurance Group is the UK's
fifth largest motor underwriter, the eighth largest motor insurance
broker and the largest motorcycle insurer. It operates through two
key businesses—Equity Insurance Brokers and Equity Red Star,
Lfoyd's largest motor insurance syndicate.

The acquisition was completed on 8 January 2007 upon receipt of
regulatory approval. The 1AG Group consolidated Equity insurance
Group from and including 1 January 2007.

The total consideration for the acquisition was $1,42% million
{including transaction costs) and was funded by the issue of
ordinary shares, raising of long term debt and use of existing
internal funds.

The key changes made to bring the financial position of the
acquired entities prepared in accordance with UK GAAP in line
with the significant accounting policies of the Consolidated entity
related to alignment of outstanding claims liability reserving
policies. After those adjustments were made there were no
significant fair value adjustments acquired.

b, ACQINSITION OF A UNITED KINGDOM BASED

INSURANCE BROKER AND GENERAL INSURANCE BUSINESS

The Consolidated entity, effective 29 September 2006, acquired
100% of the share capital of Hastings Insurance Services Limited
{Hastings) and Advantage Insurance Company Limited {Advantage)
which are involved in general insurance broking and underwriting
in the UK, for total acquisition cost (including transaction costs)
of $349 miilion.

acquired entities prepared in accordance with UK GAAP in line
with the significant accounting policies of the Consolidated entity
refated to alignment of outstanding claims liability reserving
policies. After those adjustments were made, there was only one
significant fair value adjustment that revalued a property upwards
from its historical cost.

¢. ACQUISITIONS OF A LLOYD'S MANAGING AGENCY

AND SPECIALIST ASIAN SYNDICATE

Effective from 3 July 2006 the Consolidated entity acquired

a newly formed Lloyd's managing agency and specialist Asian
syndicate to support the development and management of

its expanding Asia business for a total acquisition cost of

$23 million. The businesses operate as Alba Group Pte Limited
(Alba). The syndicate has access to all markets in which Lloyd's
is licensed.

d. ACQUISITION OF A NORTHERN {RELAND BASED

INSURANCE BROKER BUSINESS

The Consclidated entity acquired Open & Direct Insurance
Services Limited (Open & Direct) and its subsidiaries effective

17 January 2007 for a total acquisition cost {including transaction
costs) of $57 million.

CHANGES DURING 2008 ON 2007 ACQUISITIONS

The Consolidated entity, effective 29 September 2006, acquired
100% of the share capital of Hastings and Advantage which

are involved in general insurance broking and underwriting in

the UK. The fair value of the net assets and acquired intangible
assets were reported in the 30 June 2007 financial report on

a provisional basis. The table below shows the final amounts
used in accounting for the transaction together with adjustments
made to the provisional amounts.

f CONSOLIDATED E
Provigional Adjustment Final

I $m $m $m j
Purchase consideraticn (including transaction costsj! 349 (28) 321
Totat assets 447 - 447
Tota! liabilities™ {422) {28) (450)
Fair value of net identifiable assets acquired 25 {28) (3)
Customer relationships® B2 {36} 16
Brands 96 - 96
Other conractual arrangements—software 20 - 20
Fair value of identifiable intangible assets acquired 168 (36} 132

Googwifl® 156 -36 192
324 — 324

(i) This adjustment 1o the acquired tax liabilities refiects a final assessment received from the UK tax authornity of tax liabilities retating to Hastings for 1ax perods
prior ta the date when the company was acquired by the IAG Group. The change has been reflected as an adjustment to the consideration paid as the amount is
being recovered from the ratention accourt with a portion of the original consideration paid having being retained to settle this known liability. This adjustment has

therefore had no impact on the goodwill recognised,

{ii) Detaited work completed in tha first haif year of the current reporting period resulied in the identification of errors with certain inputs used in the pmvisional
acquisition date valuation of cne of the acquired intangible assets. The correction of these inputs resutted in a reallocation of value between the acquired

intangible asset and goocwill.
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Hastings and  Equity Insurance

Open & Direct Alba Advantage Group

$m $m $m $m
2007
Purchase price .
Cash paid 55 - 318 1,323
Present value of deferred payments * - 23 ' - 93
Costs directly associated with acquisitions - 3 9
Total purchase consideration 57 23 321 1,425
Fair value of net identifiable assets acquired 1ecognised by acquiree
Cash and cash equivalents 9 - 81 1,202
Investments - - 187 889
Receivables 6 - 114 463
Deferred acquisition costs - - B 104
Property, plant and equipment 1 - 34 " oB1
Deferred tax assets - - - 81
Capitalised software development expenditure - ~ - 21
Payables {18) - (97) (91)
Current tax liabilities (1) - (12) -
Unearned premium liability - - {138) {383}
Qutstanding claims liability - - (132) {1,044)
Interest bearing liabifities - - (71) (9086)
Other (1) - 23 {115)
Net identifiable assets acquired {2} - {3) 282
Intangible assels recognised upon acquisition
Distribution channels - - - 269
Customer relationships a4 - 15 112
Brands 1 - 96 79
Other contractual arrangements - - 20 -
Lloyd's syndicate capacity - - - 138
Goodwill 14 23 192 545

59 23 324 1,143

* Deferred settlement on Equity insurance Group comprised of unsecured notes {face value of £38 million} ant DARs (2,143,470 rights with 2 grant date fair value

“of $12 million).

The fair value of assets and liabilities are based on discounted
cash flow models or the book values have been used as a proxy
for fair value, In addition to the intangible assets recognised

and disclosed above, there are other intangible benefits that

have been acquired. These benefits have not been recognised
separately from goodwill because they were not separately
recognisable and/or were not able to be reliably measured. These
assels are principally the value of the workforce acquired and the
value of cost and revenue synesgies relating largely to an ability to
provide improved products and services to customers.
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The measurement of identifiable intangible assets acquired in a
business combination is highly subjective and there are a range
of possible values that could be attributed for initial recognition.
The 1AG Group uses the skills and experience of valuation
specialists in establishing an initial range within which the fair
value is to be recognised. Judgement is then applied in selecting
the value to be recognised on the balance sheet. Judgement is
also applied in determining the useful life of the intangible assets
which impacts directly on the amortisation charges to be incurred
following an acquisition. :




Hastings and  Equity Insurance

Open & Direct Alba Advantage Group
$m $m $m $m
2007
Cash consideration paid 57 - 321 1,332
Cash balance acquired {9) — {81) {1,202)
Net outflow of cash 48 - 240 130
Contribution from the acquired businesses (from date of acquisition)
Income n/a* 12 329 557
Profit/{loss} before income 1ax n/a* {13) (21} 2

= Amounts for Open & Direct are included in the disclosure for Equity Insurance Group for these items.

The income, GWP and profit of the Consolidated entity for the
year ended 30 June 2007 would have increased by $408 million
and $43 miltion respectively, had the subsidiaries acquired during
the financial year been consolidated from the beginning of the
financial year.

This information is at least in part based on the acquiree’s
unaudited management accounts prepared in accordance with
the acquiree’s accounting peolicies and does not include fair value
adjustments. This information is not necessarily indicative of

the operating results that would have occurred if the acquisition
had been completed at the beginning of the financial year or of
the operating results in future years at least in part because the
information does not include expenses relating 10 integration of
the businesses or the operating synergies to be realised.

B. OTHER ACQUISITIONS ' i
l. For the financia! year ended 30 June 2008
There were no other acquisitions.

1. For the financial year ended 30 June 2007

2. MIKE HENRY TRAVEL INSURANCE LIMITED

On 7 July 2006 the remaining 49.9% share of Mike Henry Travel
Insurance Limited, a specialist travel underwtiter in NZ, was
acquired for a purchase consicderation of $4 million.

b, DRIVERIGHT LIMITED

0On 20 October 2006 the remaining 49% share of DriveRight
Limited, a specialist underwriter of mechanical breakdown
insurance in NZ, was acquired for a purchase consideration
of $2 million.

C. DISPOSAL OF SUBSIDIARIES

I. For the financlal year ended 30 June 2008

a. DISPQSAL OF CGU PREMIUM FUNDING LOAN BUSINESS
Effective 17 August 2007, the [AG Group disposed of the
existing and ongoing loan business of CGU Premium Funding Pty
Limited. A net profit of $9 million was recognised from the sale
of the business.

b. HELD FOR SALE—ALBA GROUP
The Alba inwards reinsurance operation which consists of an
Asian based Lloyd’s syndicate and a UK based managing agent

. was classified as held for sale at the current reporting date. The

disposal of this business is expected to complete in the coming
financial year.

I, For the tinanclal year ended 30 June 2007
There were no disposals of subsidiaries by the Consolidated entity.
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The following entities constitute the Consolidated entity:

EXTENT OF BENEFICIAL

COUNTRY OF
NOTES INCORPORATION/ FORMATION INTEREST IF NOT 100%
2008 2007
% %
ULTIMATE PARENT
Insurance Australia Group Limited Australia
SUBSIDIARIES
Australlan general lserance operations
Insurance Australia Limited Australia
NRMA Personal Lines Holdings Pty Limited Australia
Insurance Manufacturers of Australia Pty Limited Australia 70.00 70.00
World Class Accident Repairs (Cheltenham North) Pty Limited Australia 70.00 70.00
CGU Insurance Australia Limited Australia
CGU Insurance Limited Australia
Swann Insurance {Aust} Pty Ltd Australia
Mutual Community General Insurange Praprietary Limited Australia 51.00 51.00
1AG Re Australia Limited (formerdy NZI Insurance Australia Limited) Australia
Sitrof Australia Limited Australia
CGUVACC Insurance Limited Australia
CGU Workers Compensation {NSW} Limited. Austratia
CGU Workers Compensation (VIC) Limited Australia
CGU Workers Compensation {SA) Limited Austratia
CGU Premium Funding Pty Ltd Australia
Strata Unit Underwriting Agency Pty Limited Australia -
New Zoatand operations
1AG {NZ} Holdings Limited Cc New Zealand
IAG New Zeatand Limited C.E New Zealand
Mike Henry Travel Insurance Limited Cc New Zealand
National Auto Ctub Undenariters Agency (NZ) Limited Cc New Zealand
Clipper Club Underwriters Limited C New Zeatand
DriveRight Limited B New Zealand
New Zealand Insurance Limited C New Zeatand
State Insurance Limited C New Zeatand
Direct Insurance Services Limited C New Zeatand
Swann Insurance (NZ) Limited C New Zealand
IAG (NZ) Share Plan Nominee Limited C New Zealand
The IAG New Zealand {imited Employee Share Plan Cc New Zealand
The IAG Performance Awards Rights Plan for Executives in New Zealand c New Zealand
NZI Swaff Superannuation Fund Nominees Limited- C New Zealand
Behes Investments Limited c New Zealand
Anthony Runacres and Associates Limied Cc New Zealand
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MNOTES INCORPORATION, FORMATION INTEREST if NOT 100%
2008 2007
% %
United Kingdom cperations
1AG UK Heldings Limited c United Kingdom
EIG (Investiments) Limited o United Kingdom
Equity Insurance Group Limited c United Kingdom
Equity Insurance Holdings Ltd Cc United Kingdom
Equity Red Star Limited c United Kingdom
Equity Syndicate Management Limited o United Kingdom
Equity Red Star Services Limited Cc United Kingdom
Equity Group 2005 Limited c* United Kingdom
Equity Insurante Management Limited c United Kingdom
Equity Red Star Holdings Limited c United Kirgdom
Equity Inswance Properties Limited C United Kingdom
Can Do Finance Limited Cc United Kingdom
Equity Nomineo Services Limited Cc United Kingdom
ERSH Limited [ Urited Kingdom’
Cox Managing Agency Limited c United Kingdom
Equity Shared Services Limited c Urited Kingdom
Cox Commercial Limited c United Kingdom
CDCM {No2) Limited c Urited Kingdom
CDCM Limitea C United Kingdom
Equity Broking Management Limited c " United Kingdom
Eguitly Red Star (actident & health) Limited C United Kingdom
Argent Insurance Practice Limited Cc United Kingdom
Bennetts UK Limited Cc United Kingdom
J McwWhirter (Insurance Brokers) Limited c United Kingdom
M K Lyle (Uife & Pensions) Limited C United Kingdom
HML Marketing Limited c United Kingdom
Brokersure,¢o.uk Limited C United Kingdom
Equity Claims Limited [ United Kingdom
Equity Insurance Brokers Limited c United Kingdom
Anthony Kidd Agencies Limited c United Kingdom
Direct Insurance Services Limiled C United Kingdom
Open & Direct Insurance Services Limited [ " United Kingdom
Open & Direct Insurance Services {Newtownards) Limited [o] United Kingdom
Open & Direct Insurance Services {Dungiven} Limited Cc United Kirgdom
W.G. O’Kane Life & Pensions Ltd c United Kingdom
Agvantage Insurance Company Limited > Gibrattar
Hastings Insurance Services Limited [ Urited Kingdorm
1AG Conguest House Limited c United Kingdom
Empire Equity Limited [» Gibraitar
Logan Consultants Limited . [ Gibrattar
EIG {Finance} Limited c United Kingdom
Wedring Limited Cc United Kingdom
Barnett & Barnett Holdings Limited c United Kingdom -
Bamett & Barmnett Ltd C United Kingdom -
Barnett & Barnett Financial Services Ltd Cc United Kingdom -
Bryan & Knett Insurance Services Ltd c United Kingdom -
Just Idal Limited C United Kingdom -
Gther international operations
{AG Re Labuan (L) Berhad ¢ Mataysia
|AG (Asia} General Pte Ltd C Singapore
NHCT Limited CF Thailand 49.10 49.00
IAG Insurance (Thailand) Ltd D Thailand
Safety Insurance Public Compary Limited o] Thailand 96.09 96.08
Bejing Continental Automobile Association Limiteg c.D China
1AG India {Mauritius) {formerly [AG China (Mauritius}) o Mauritius
" IAG Investments Management Services (Shanghai) Company Limiteg B8 D China -
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NOTES INCORPORATION/ FORMATION INTEREST IF NOT 100%

2008 2007
% %
Invostmunt operations
I1AG Asset Management Limited Australia
IAG Nominees Pty Limited . Australia
1AG Portfolic Limited Austratia
IAG Asset Management Cash Management Trust Austrafia 94.21 . 73.22
IAG Asset Management Private Equity Trust Australia 8321 83.20
IAG Asset Management Fund of Hedge Funds Australia
Merill Lynch Market Neutral Trust Australia
Perpetual Market Neutral Trust ' Australia 97.11
GMO Market Neutral Trust Australia 85.20 78,23
ACA Acadian Market Neutrat Trust . ’ Austratia
IAGAM Arrpwstreel Macquarie Market Neutral Trust Australia -
IAGAM Sustainable Investment Trust Australia 50.00 -
Corporate operations
|AG International Pty Limitec Australia
MRMA Infermation Services Pty Limited Australia
NRMA Insurance Funding 2003 Limited Australia
IAG Finance {New Zealand) Limited : Australia
Insurante Australia Group Services Pty Limited : Australia
1AG & NRMA Superannuation Pty Limited A Australia
IAG Share Plan Nominee Pty Limited A Australia
The IAG Share and Performance Award Rights Plan Trust Austratia
The 1AG Deferred Awards Rights Plan Australia
The IAG Executive Performance Rights Plan Australia
* ACN 007 078 140 Pty Limited i A Agstralia
Insurance Ausiralia Funding 2007 Limited . Australia -
Micro Wind Turbines Australia Pty Limited A Australia 50.00 -
Subsidlaries that co wced deregistration after 30 kine 2008
China Investments (Mauritius) : c Mauritius

Subsidluries held for sale as at 30 June 2008

Alba Group Me Lid C Singapare
Alba Pte Ltd o Singapore
Alba Underwriting Ltd c ’ United Kingdom
Diagonal Underwriting Agency Limlted Cc United Kingdom
Entitics deregistered during the yoar ended 30 June 2008

EIG {Acquisitions) Limited c United Kingdom -
Entities pul into liquidation during the year ended 30 june 2008
IAG Re Limited C Ireland -

General notes relating to a number of subsidiaries
A Small proprietary companies that are not required to prepare, and have not prepared, audited financial statements.

B Audited by accounting firms not affiliated with KPMG.
C Audited by overseas KPMG firms.
D

All subsidiaries have a 30 June financial year end. except these companies which have a 31 December year end. These entities have
been consclidated using financial information as at 30 June.

All subsidiaries have only ordinary shares on issue except this entity also has perpetual preference shares on issue.
The following special conditions exist with respect to the 1AG Group's Thailand subsidiaries:
&1 1AG International Pty Limited owns 49% of the share capital of NHCT Limited and has a majority voting right and the right to appoint the

board of directors of NHCT Limited. Therefare. NHCT Limited is considered a subsidiary of 1AG International Pty Limited. The remaining
51% is held by Allessi Capital Co., Ltd, a company registered in Thailand; and .

B IAG International Pty Limited owns 25% directly in IAG Insurance (Thailand} Ltd and is able to govern the financial and operating policies
of the company through a further 75% interest held indirectly through its holding in NHCT Limited.

M| m
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’ GOUNTRY CARRYING
NOTES REPDRTING DATE OF FORMATION VALUE PRINCIPAL ACTIVITY OWNERSHIP INTEREST
2008 2008 2007
$m % %

A, INTERESTS IN JOINT VENTURES AND ASSOCIATES

Joint venture .
Managing co insurance

NTI Limited A C,D 30 June Australia 2 arrangement 50.00 50.00

Assetinsure Financial Risk

Products Pty Limited A 30 June Australia - Risk insurance products 50.00 -

Assoclates

AmAssurance Berhad Cc 31 March Malaysia 68 Insurance underwriting 30.00 30.00

First Rescue and Emergency :

{NZ) Limited AC 31 March New Zealand - Roadside assistance 50.00 50.00

Loyalty New Zealand Limited A, C 31 March New Zealand —* Loyalty program 25.00 25.00

Sureplan NZ Limited AC 31 March New Zealand -*  Fleet risk management 30.00 30.00

AR Hub Pty Ltd A B 30 June Australia —* Software dévelopment 33.33 33.33

Arista Insurance Limited 31 December United Kingdom =+ Wholesale broker 25.60 25.60

InsuranceWide.com

Services Limited 31 December United Kingdom -* Online aggregator 26.70 26.70

AmG Insurance Berhad 31 March Malaysia —-* Holding company 30.00 -
70

+  Amounts round {o zero.

General notes relating to a number of joint ventures and associates

A Investment is measured at cost in the Consolidated entity due to materiality.

B8 Small proprietary companies that are not required to prepare, and have not prepared, audited financial statements.

C Audited by accounting firms not affiliated with KPMG.

D The following special condition exists with respect to the NTI Limited joint venture:

CGU Insurance Limited, a subsidiary of the Consolidated entity, has a 50% interest in NTI Limited, the principal activity of which is

to facilitate a co insurance arrangement of commercial motor vehicle business. The Consolidated entity's portion of the resuits of
the co insurance arrangement is recorded directly in its accounting records.

None of the associates is listed on a stock exchange. Those entities that are equity accounted and that do not have a 30 June
financial year end are equity accounted for using financial information for the year to 30 June which includes, at least in part, unaudited
management results.

CONSOLIDATED |
2008 2007
Sm $m

B. RECONCILIATION OF MOVEMENTS IN INVESTMENT IN JOINT VENTURES AND ASSOCIATES
FOR THE FINANC{AL YEAR
Balance at the beginning of the financial year ) 75 74
Investment in associate acquired during the financial year - 3
Share of associate’s net profit/(loss) {3} 5
Net foreign exchange movements (1) (&)
Dividends received ] {1) {1)
Balance at the end of the financial vear 70 75

C. SUMMARISED FINANCIAL INFORMATION OF ASSOCIATE
These disclosures relate only 1o the investment in AmAssurance Berhad (AmAssurance), as all other investments in joint ventures and
associates are not significant.

Assets ’ . 803 731
Liabilities 173 657
Revenue 340 343
Profit* 13 18

= These emounts are for the year ended 31 March, being the financial year of AmAssurance. and have been extracted from the awudited financial report
of AmAssurance. )

D. COMMITMENTS AND CONTINGENT LIABILITIES
There are no capital or other commitments or contingent liabilities arising from the investment in AmAssurance that are significant

to the Consolidated entity.
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CONSOUDAYED
[ 2008 2007
Sm $m

A. EMPLOYEE BENEFITS PROVISION
Annual leave 82 82
Long service leave 61 59
Cash based incentive arrangements 86 76
Defined benefit pensions® 9 10
Defined benefit superannuation plans liabitities 5 15
243 242

* There is one defined benefit pension arrangemant in Australia with a discounted liability of $7 million as at 30 June 2008 {2007—3$7 million} involving
78 participants (2007—82) and one defined benefit pension arrangement in NZ with a discounted #ability of $2 million as at 30 June 2008 (2007—3%3 million}
involving 48 participants (2007—51). These liabilities are met trom the general assets of the relevant subsidiary rather than assets being set aside in trust.

The employee benefits provision includes $50 million
{2007—%59 million) which is expected to be settled
after more than 12 months from reporting date.

B. EMPLOYEE NUMBERS
The Consolidated entity had 14,626 employees on a full time
equivalent basis as at 30 June 2008 (2007—15,445),

C. CASH BASED INCENTIVE ARRANGEMENTS

I. STl Plan

The STI Plan continued in operation during the year ended

30 June 2008, Eligible employees have the capacity to earn a
proportion of their base pay as a cash incentive annually. The
incentive opportunity is set depending on an employee’s role and
responsibilities. The majority of employees are on a 10%, 15%
or 20% plan. The incentive payments are determined based on
an assessment of individual performance and achievement of

a range of business unit and individual goals.

. IMA LTI scheme

A LTI is provided to senior employees of IMA. This is a cash based
incentive arrangement involving hurdies relating to compound
growth in the IMA underwriting result and growth of risks in forge,

1ll. Employee share plans

The following two employee share plans do not represent a
remuneration benefit and so are not treated as share based
remuneration but rather provide access for employees to available
tax concessions,

a. EXEMPT PURCHASE OFFER—AUSTRALIA ONLY

The Exempt Purchase Offer (EPO} allows Australian employees

to voluntarily elect to receive up to $1,000 of their salary in the
form of IAG shares, free of income tax, provided certain conditions
are met. The plan is designed to utilise a tax concession known
as the tax exemption concession. Employees set aside funds for
the purchase through a salary sacrifice amangement. Brokerage
is subsidised by the IAG Group. There is no vesting period. The
shares are purchased on market and are subject 1o a three year
restriction period during which the shares cannot be sold or dealt
with, The employee is entitled to dividends and voting rights from
the date of allocation. There are no circumstances under which
the shares can be forfeited.

b, DEFERRED PURCHASE OFFER-—AUSTRALIA ONLY

The Deferred Purchase Offer (DPO) altows all full and part time
Austraiian employees of the IAG Group to voluntarily elect to
receive a minimum of $1,500 of their salary, up to a maximum
30% of salary, in the form of IAG shares. The plan is designed to
utilise a tax concession known as the tax deferral concession.
Employees set aside funds for the purchase through a salary
sacrifice arrangement. Brokerage is subsidised by the 1AG Group.
There is no vesting period. The shares are purchased on market
and held in trust subject to a restriction period for tax purposes
of up to 10 years. The employee is entitled to receive dividend
distributions and can vote (by providing voting instructions to

the trustee) from the date of allocation. The only circumstance
under which the shares can be forfeited is in the case of
serious misconduct.
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NOTE 28, SHARE BASED REMUNERATION

The provision of share based remuneration creates a link between
shareholder value creation and rewarding employees. Share
based remuneration encourages employee share ownership,

links employee reward to the performance of the IAG Group and
assists with retention of key personnel. This type of remuneration
encourages employees 1o focus on creating sharehoider value
over the longer term.

The obligations under share based payment arrangements are
covered by the on market purchase of IAG ordinary shares which
are held in trust. The shares are purchased on or near grart date
at the prevailing market price. The arrangements are managed
using in house trusts, one for Australia and two for NZ, which are
controlled for accounting purposes and so are subsidiares of
the Consolidated entity. The trustee for each trust is a subsidiary
of the Consolidated entity. The trusts are administered by an
extemnal company.

The number of shares purchased to cover each tranche is
determined by the trustee based on independent actuarial advice.
The trusts allow for excess shares purchased in relation to one
plan to be used to meet obligations of the other plans at the
trustee’s discretion. The trusts held 14,640,418 shares as at

30 June 2008 {2007--13,863,210 shares) representing 0.78%
{2007—0.77%) of the share c¢apital. This includes shares that are
not controlled for accounting purposes and so not recognised as
treasury shares.

Trading in IAG shares that are awarded under the share based
remuneration arrangements is covered by the same restrictions
that apply to all forms of share ownership by employees.

These restrictions limit an employee trading in IAG shares
where they are in a position to be aware, or are aware, of price
sensitive information. '

Share based remuneration is provided through a range of different
plans each of which has different purposes and different rules.
The share based remuneration expense amounts are included in
the claims expense, other underwriting expenses, and corporate,
administration and other expenses lines in the income statement.

A. NON-EXECUTIVE DIRECTORS’ SHARE PLAN

The Non-Executive Director's Share Plan continued in operation
during the year ended 30 June 2008, Non-executive directors are
required to receive at least 20%, but not in excess of 90%, of their
annual IAG Board fee {at the time shares are allocated) in 1AG
shares, rather than in cash. Annual share allocations are generally
made effective fram 1. December each year. The shares vest on

@ pro rata daily basis with limited forfeiture conditions and the
participant is entitled to dividends and other shareholder rights
during the vesting period. The on market share price at grant date
is used as the fair value of the eguity instruments granted which
for those granted during the current reporting period was $4.44,
The shares are purchased on market and held in trust subject

to a restriction period, for tax purposes, of between cne and

10 years. The number of shares purchased is determined by the
amount of the base fee each director is to receive in IAG shares,
the weighted average market price of the shares at the date of
allocation, and the trustee’s discretion 1o use excess shares from
another plan.




The senior management and executive share plan arrangements
consist of two separate arrangements working together. These
two arrangements are the EPRs Plan and the DARs Plan which
are detailed below. The IAG NRSC approve the participation of
each individual in the ptans. There remain in place share plan
arrangements that are now closed to new offers but within which
there remain outstanding rights to be settled with the most
significant being the PARs Plan.

}. DARs Plan

The DARs Plan continued in operation during the year ended

30 June 2008 having been implemented in November 2006,

The structure and operation of the plan is the same for employees
in each geographical region. The rights are granted for nil
consideration, are non transferable, and can be settled only with
existing IAG shares. Where the rights vest (the holder becomes
entitled to exercise the right), the plan entitles participating
employees to acquire one IAG ordinary share for each right.

tranche of rights exercised. Holders do not receive dividends and
do not have voting rights until the rights are exercised. IAG shares
are bought on market and held in trust to satisfy future exercise
of the rights.

The rights vest after a period (current maximum is three years) as
determined by the board subject 10 the participants continting in
relevant employment for the full period. When a participant ceases
employment in special circumstances such as redundancy, rights
may vest on cessation of employment. if there is a change of
control of IAG, the board has discretion to delermine if and when
rights should vest,

If the vesting condition is not met then the rights lapse. The rights
also lapse where the holder chooses to forego the rights, and

all rights expire 10 years from grant date where they have not
previously lapsed or been exercised. The following information
retates to the rights issued under the DARs Plan:

nggt?e% RIGHTS RIGHTS RIGHTS
FAIR VALUE AT BEGINNING GRANTED EXERCISED LAPSED NUMBER OF RIGHTS
GRANT DATE OFYEAR  DURING YEAR  DURING YEAR  DURING YEAR AT END OF YEAR
On issue Exercisable
2008
GRANT DATE 7
19/12/2006 $5.354 2,310,480 - (133,063) (153,408) 2,024,008 8,905
13/03/2007 $5.156 217,312 - - (8,250) 209,062 -
27/09/2007 $4.820 - 4,868,200 (66,550) (227,200) 4,574,450 3,350
11/02/2008 $2.810 - 26,345 - - 26,345 -
14/04/2008 $3.330 - 55,370 - - 55,370 -
2,527,792 4,949,915 (199,613) (388,858) 6,889,236 12,255
2007
GRANT DATE
19/12/2008 $5.354 - 2,370,852 (21,937) (38,435) 2,310,480 30,598
13/03/2007 $5.156 - 219,562 - (2,250) 217,312 -
- 2,590,414 (21,937) {(40,685) 2,527,792 30,598

in addition (o the grant of DARs shown above, an additional 2,141,470 DARs werg issued from 8 January 2007 as part of the
consideration for the acquisition of the Equity Insurance Group {refer notes 24.A and 32.C. ).

The fair value of the rights is calculated as at the grant date using a Black Scholes valuation.

[ SIGNIFICANT FACTORS AND ASSUMPTIONS USED |

2008 '

Grant date 27/09/2007 11/02/2008 14/04/2008
Share price on grant date {$) $5.24 $3.57 $3.86
Exercise price ($) $1 per tranche exercised $1 per tranche exercised $1 per tranche exercised
Risk free interest rate (%) 6.94% 7.61% 7.32%
Expected dividend yield (%) - 8.73% 8.26% 7.64%
Expected life of rights (years) 2 years 3 years - 2 years
2007

Grant date 19/12/2006 13/03/2007
Share price on grant date ($) $6.16 $5.96
Exercise price {$) $1 per tranche exercised $1 per tranche exercised
Risk free interest rate (%) 6.39% 6.34%
Expected dividend yield (%) 4.79% 4.95%
Expecied lite of rights {years) 3 years 3 years

Some of the assumptions are based on historical data which is not necessarily indicative of future trends. Reasonable changes in these
assumptions would not have a material impact on the amounts recognised in the financial statements.
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The EPRs Plan was implemented in October 2007. The structure
and operation of the plan is the same for employees in each
geographical region. The rights are granted for nil consideration,
are non transferable, and can be settled only with existing 1AG
shares. Where the rights vest (the holder becomes entitled to
exercise the right}, the plan entitles participating employees to
acquire one IAG ordinary share for each right. There is no exercise
price. HMolders do not receive dividends and do not have voting
rghts until the rights are exercised. JAG shares are bought on
market and held in trust to satisfy future exercise of the rights,

EPR allocations are divided equally into two portions (TSR
Aflccation and ROE Allocation) and each portion has two vesting
conditions. The first vesting condition for both porticons is not
market related and requires the participant te continue in relevant
employment. Rights may be retained when a participant ceases
employment in special circumstance such as redundancy.

Under the TSR Allocation, the second vesting condition is a
market related performance hurdie based on a ceamparison

of IAG's TSR (the measure of return on an investment in IAG
ordinary shares) with the TSR of a peer group of entities in the
S&P/ASX 100 Index. The peer group includes insurers and non
insurers because the [AG Group competes for capital with a
range of large listed companies across many industries. For the
performance hurdle, a tiered vesting scale is applied, such that

1 ath percentile of the peer group, scaling down so that 30%

of rights in the TSR Allocation vest if 1AG’s TSR performance is

at the 50th percentile of the peer group. No rights vest if 1AG's
TSR performance is below the 50th percentile of the peer group.
Testing for the satisfaction of the performance hurdle occurs’on
the 3rd, 4th and 5th anniversary of the base date. If this vesting
condition is not met, the TSR Allocation will lapse. The rights also
lapse where the holder chooses to forego the rights and all rights
expire 10 years from grant date where they have not previously
lapsed or been exercised.

Under the ROE Allocation, the second vesting condition is based
on 1AG's normalised ROE which is a performance hurdle that is
not market refated. The ROE hurdle compares [AG’s normalised
ROE performance with IAG's WACC. Normalised ROE is measured
for each six month peticd during the three financial years over
which the performance hurdle is measured. There is only cne test
date for the ROE portion of the EPRs. For any of the ROE portion
of EPRs to be exercisable, the normalised ROE {the average of
the six monthly normalised ROE measurements over the three
financial years} must reach at least 1.3 times WACC. The number
of EPRs that will become exercisable under the ROE allocation is
presented in the table below. WACC means the weighted average
cost of capital of IAG on a basis determined by the Board.

{LEVEL OF NORMALISED ROE PERFORMANCE

VESTING SCALE |

>1.6 x WACC 100% vests
=1.5 x WACC 80% vests
=1.4 x WACC 50% vests
=1.3 x WACC 20% vests
<1.3 x WACC 0% vests

A sliding scale operates between the points represented in the table above. If normalised ROE is less than 1.3 times WACC, no nights
in the ROE allocation will vest. If this vesting condition is not met, the ROE Allocation will lapse. The rights also lapse where the holder
chooses to forego the rights and all rights expire 10 years from grant date where they have not previously lapsed or been exercised.

If there is a change of controf of IAG, the board has discretion to determine if and when rights should vest.

The following information relates to the rights issued under the EPRs Plan:

RIGHTS ON :
FAIR VALUE AT FAIR VALUE AT 1SSUE AT RIGHTS RIGHTS RIGHTS !
GRANT DATE  GRANT DATE BEGINNING GRANTED EXERCISED LAPSED NUMBER OF RIGHTS |
(TSR} {ROE) OFYEAR  DURING YEAR  DURING YEAR  DURING YEAR AT END OF YEAR |
o _ o e e Onissue  Exercisable |
2008
GRANT DATE
29/10/2007 £2.870 $4.310 - 2,375,300 - {34,500) 2,340,800 -
29/11/2007 $2.350 $3.680 - 250,000 - - 250,000 -
13/03/2008 $1.630 $2.710 - 152,400 - - 152,400 -
27/05/2008 $2.120 $3.220 - 65,370 - - 65,370 -
- 2,843,070 - (34,500) 2,808,570 -

The fair value of the rights is calculated as at the grant date using a Monte Carlo valuation.

S S, I

SIGNIFICANT FACTORS AND ASSUMPTIONS USED

2008

Grant date 29/10/2007 29/11/2007 13/03/2008 27/05/2008
Share price on grant date ($) §5.03 $4.39 $3.46 $3.99
Risk free interest rate (%) 7.23% 7.35% 7.50% 7.75%
Expected dividend yield (%} 5.96% 6.83% 8.53% 71.39%
Expected life of rights (years)* 3 or 4 years 3 or 4 years 3 or 4 years 3 or 4 years

. The expected life for the RCE EPRs is three years and four years for TSR EPRs.
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The PARs Plan closed to new offers during the year ended 30 June
2007. The last performance hurdle testing date for the rights is
expected to be 29 August 2011. The structure and operation of
the plan is the same for employees in each geographical region.
The rights were granted for nil consideration, are non transferable,
and can be settled only with existing IAG shares. Where Lhe rights
vest (the holder hecomes entitled to exercise the right), the plan
entitles participating employees to acquire one IAG ordinary
share for each right. The exercise price for all rights is a nominal
value of $1 per tranche of rights exercised. Holders do not
receive dividends and do not have voting rights until the rights are
exercised. IAG shares are bought on market and held in trust to
satisfy future exercise of the rights.

The rights may vest between three and five years (the
performance period) from a hase date (calculation date for each
tranche) subject to the satisfaction of two vesting conditions.
The tirst vesting condition is not market related and requires
the participant to continue in retevant employment. The second
vesting cendition is a8 market related performance hurdle based
on a comparison of [AG's TSR, (the measure of return on an

companies in the S&P/ASX 100 index. The peer group includes
insurers and non insurers because the IAG Group competes

for capital with & range of large listed companies across many
industries. For the performance hurdle, a tiered vesting scale is
applied, such that alt rights vest if IAG's relative TSR is at the 75th
percentile of the peer group, scaling down so that 50% of rights
vest if IAG's TSR performance is at the 50th percentile of the

peer group. No rights vest if IAG's TSR performance is below the
50th percentile of the peer group. Testing for the satisfaction of-
the performance hurdle occurs quarterly during the performance
period. If either of the vesting conditions is not met then the rights
lapse. The rights also lapse where the holder chooses to forego
the rights, and all rights expire 10 years fram grant date where
they have not previously iapsed or been exercised.

If there is a change of control of IAG, the board has discretion to
determine if and when rights should vest.

The following information relates to the rights issued under the
PARs Ptan:

R'FS?L?E?R: RIGHTS RIGHTS RIGHTS
FAIR VALUE AT BEGHNNING GRANTED EXERCISED LAPSED NUMBER GF RIGHTS
GRANT DATE OFYEAR  DURING YEAR  DURING YEAR  DURING YEAR AT END OF YEAR
On issue Exercisable
2008

GRANT DATE
24/12/2002 §1.870 1,344,659 - (85,651) (1,162,288) 96,720 96,720
22/09/2003 $2.840 3,835,078 - - {1,507,298) 2,327,782 -
10/12/2003 $2.764 400,000 - - - 400,000 -
26/03/2004 $3.287 896,764 - - {297,456) 599,308 -
17/09/2004 $2.715 4,016,000 - - (347,000) 3,669,000 -
30/11/2004 $2.718 882,500 - - (5,500) 877,000 -
30/03/2005 $3.269 41,000 - - - . 41,000 -
19/09/2005 $3.187 4,319,000 - - (350,500) 3,968,500 -
30/11/2005 $2.596 693,000 - - (22,500) 670,500 -
22/03/2006 $3.145 189,000 - - - 189,000 -
19/12/2006 $4.013 3,111,750 - - (216,550) 2,895,200 -
137/03/2007 $3.660 301,500 - - (3,000) 298,500 -
' 20,030,251 - {85,651) (3,912,090) 16,032,510 96,720

2007

GRANT DATE
24/12/2002 . $1.870 2,188,614 - (336,246) {507,709) 1,344,659 186,792
22/09/2003 $2.840 3,913,469 - - (78.391) 3.835,078 -
10/12/2003 $2.764 400,000 - R - 400,000 -
26/03/2004 $3.287 941,786 - - {45,022) 896,764 -
17/09/2004 $2.715 4,126,000 - - {110,000) 4,016,000 -
30/11/2004 $2.718 905,500 - - (23.000) 882,500 -
30/03/2005 $3.269 41,000 - - - 41,000 -
18/09/2005 $3.187 4,500,000 - - (181,000) 4,319,000 -
30/11/2005 $2.596 693,000 - - - 693,000 -
22/03/2006 $3.145 189,000 - - - 189,000 -
19/12/2006 $4.013 - 3,149,500 - (37,7500 3,111,750 -
13/03/2007 $3.660 - 304,500 - {3,000) 301,500 -
17,898,369 3,454,000 (336.246) {985,872) 20,030,251 186,792

9s



2007

 Grant date 19/12/2006 13/03/2007
Share price on grant date ($) $6.16 $5.96
Exercise price ($) $1 per tranche exercised  $1 per tranche exercised
Risk free interest rate (%) 6.39% 6.34%
Expected share price volatility (%) 25% 25%
Expected dividend yield (%) 4.79% 4.95%
Expected life of rights {years) 3.673 years 3.660 years

Some of the assumptions, including expected share price volatility,
are based on historical data which is not necessarily indicative

of future trends. Reasonable changes in these assumptions would
not have a material impact on the amounts recognised in the
financial statements.

C. EMPLOYEE SHARE PLANS

There are currently three employee share plans in operation but
only one of them represents a form of remuneration (the Exempt
Reward Offer (ERO)) with the other two plans simply allowing

1AG to facilitate Australian employees choosing to receive part
of their base salary or short term incentive in the form of 1AG
shares (EPO and the DPQ) principally to take advantage of
taxatior concessions available under Australian law,

Exempt Reward Offer

The ERQ continued in operation during the year ended 30 June-
2008. The ERO involves the granting of shares (sometimes
restricted shares which are subject to a holding lock) to a
substantial percentage of employees in both Australia and NZ
from time to time, arranged through different trusts with different
terms and conditions.

Each financial year where the 1AG TSR is higher than half of the
companies in the S&P/ASX 100 Index, and an offer is approved
by the NRSC, an award of shares is made to eligible employees.
The result of each tranche to date is as follows:

= for the 2008 financial year, the board will determine in August
2008 whether the hurdle for the year ended 30 June 2008 was
met and appropriate action will be taken at that time;

e for the 2008 financial year, the hurdle for the year ended
30 June 2007 was not met and 50 there was no issue of
shares under the plan during the 2008 financial year:

® for the 2007 financial year, the hurdle for the year ended
30 June 2006 was not met and so0 there was no issue of
shares under the plan during the 2007 financial year;

g for the 2006 financial year, the hurdle for the year ended
30 lune 2005 was met and so there was an issue of shares
under the plan during the 20086 financial year:

for Australia, a grant of 1,472,064 shares was made to 7,872
employees (187 shares to each participant}). The grant date
" was 18 November 2005. The full cost of purchasing the shares
on market (used as the proxy for fair value of the grant) of
£8 million (including brokerage) was recognised as an expense
in the year ended 30 June 2006; and

@ for NZ, a grant of 287,232 shares was made to 1,536
employees (187 shares to each participant). The grant date
was 18 November 2005, There were 177,307 shares available
from a previous employee share plan arrangement which
were able to be used for the current tranche and so only an
additional 109,925 shares were purchased for the current
tranche. The full cost of purchasing the shares on market
{used as the proxy for fair value of the grant} is being expensed
over the three year vesting period with the last amount to be
expensed in the 2009 financial year. ~

Further details regarding the arrangement in Australia and NZ
is provided below.
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a:- AUSTRALIA

Participation in the plan is open to employees that are not
directors, that are not participants in the PARs Plan, that have
completed at ieast 12 months service on a date set prior to the
allocation date and that remain in relevant employment on the
allocation date.

Eligible employees who accept the offer receive an allocation

of IAG shares to the equivalent value of $1,000 based on the
volume weighted average price at which IAG shares traded on
the ASX for the week up to and including the allocation date. The
arrangement is designed to comply with the conditions set out in
the Australian tax legislation which gives permanent employees
the opportunity to acquire up to $1.000 worth of shares at

their tax market value in any one financial year as tax exempt
remuneration; known as the tax exemption concession. Although
the number of shares paid to each employee is determined by

a cash amount, the payment is made in shares and is therefore
treated as an equity settled share based payment.

The shares are granted for nil consideration. Shares granted under
the plan vest immediately but remain held in trust on behalf of the
participants subject to a restriction period of the earlier of three
years from the aliocation date or cessation of employment. The
participants are entitled to dividends, which are paid directly to the
participants, and other shareholder rights during the restriction
period. There are no circumstances under which the shares can
be forfeited. The cost of acquiring the shares on market in the
days leading up to the grant is generally used as a proxy for the
grant date fair value of the equity instruments. Shares granted
under this plan are purchased on market.

. NEW ZEALAND

The general terms of the offer are the same as the Australian plan
however because of the different taxation laws, shares granted
under the NZ plan are subject to a three year vesting period.
Employees that cease retevant employment before completion

of the vesting period forfeit any entitlement to the shares. Under
certain circumstances such as retirement. death or permanent
disability, the vesting period may be waived. Forfeited shares may
be reallocated as part of a future approved offer or disposed of
at the discretion of the trusiee. Dividends received on forfeited
shares may, at the trustee’s discretion, be used to defray costs of
administering the plan. Participants are entifled to dividends and
full voting rights during the vesting period.




Contributions are made to a number of superannuation plans

in various countries. The majority of employees are defined
contribution members with fewer than 6.0% (2007—9.0%) of
employees participating on a defined benefit basis. Entry to
defined benefit superannuation plans is closed and so all new
employees are provided with defined contribution arrangements.
The plans provide benefits for members or their dependants

in the form of lump sum or pension payments generally upon
retiring from relevant employment.

The superannuation expense for the year is included in the
claims expense, other underwriting expenses, and corporate,
administration and other expenses lines in the income statement.

A. DEFINED CONTRIBUTION SUPERANNUATION
ARRANGEMENTS

Contributions to the plans are made in accordance with the
governing rutes of each plan together with relevant legislative
requirements in each gecgraphical region. The contributions are
generally based on a percentage of employees’ salaries.

The Consolidated entity contributed $82 million to the 1AG &
NRMA Superannuation Plan for defined contribution members
during the year {2007—3$67 million) and there were no employer
contributions payable at the end of the year for those members
{2007—3$nil).

The Consolidated entity is not exposed to risks or rewards of the
defined contribution arrangements and has no obligations beyond
the payment of contributions.

B. DEFINED BENEFIT SUPERANNUATION ARRANGEMENTS
Employees who are entitled te defined benefit superannuation
arrangements are members of one of eight superannuation plans
each of which are funded plans. The defined benefit sections of
those plans are closed o new members and so membership

is reducing over time. Conlributions to the plans are made

in accordance with the governing rules of each plan and the
contribution recommendations of an independent actuary. In
cantrast to defined contribution superannuation arrangements,
the future cost of the defined benefit superannuation plans is not
known with certainty in advance. The bensfits received for defined
benefit members are genetrally based on length of service and
final average salary together with the member's own contributions
{if any). The net financial positions of the plans are recognised on
the balance sheet.

Australla

All Australian employees with defined benefit superannuation
arrangements are members of the IAG & NRMA Superannuation
Ptan (the IAG Plan). There were 774 members as at reporting date
{2007—812). The Consolidated entity has contributed to the IAG

of the actuary and has contributed $5 million for defined

henefit members (2007—$6 million). There were no employer
contributions payable at the end of the year (2007—$nil). The
governing rules of the Plan allow any surplus to be used to meet
the contributions that would ctherwise have been payable for both
the defined benefit and defined contribution members of the Plan,

. There are two subsidiaries in the Consolidated entity, being

Insurance Australia Group Services Pty Limited and fnsurance
Manufacturers of Australia Pty Limited, with employees that are
defined benefit members of the IAG Plan. While separate records
are maintained for the liabilities relating to each member, there

is effectively a sharing of the risks asscciated with the assets of
the IAG Plan. For the measurement of the net financial position of
the 1AG Plan for recognition on the balance sheets of the employer
sponsors, the assets of the IAG Plan are allocated between the
employers in proportion to the actuarial reserves for each entity.

United Kingdom

The UK operation contributes to six defined benefit superannuation
amangements being The Christopherson’s Final Salary Scheme,
The Red Star Insurance Association Limited 1978 Retirement
and Death Benefit Scheme. The Anthony Kidd Agencies Scheme,
The Open & Direct Insurance Services Final Salary Scheme and
two ‘B’ schemes within the Lioyd's Superannuation Fund {a multi
employer scheme) being the Cox Services Limited Staff Pension
Scheme and the HML Marketing Limited Staff Pension Scheme
(the exposure for the Lloyd's funds is being capped through an
arrangement with Lioyd's), They are referred to collectively as the
UK Plans. The UK Plans had 555 defined benefit members as at
reporting date (2007—559}. The Consolidated entity contributed
$7 million to the UK Plans for defined benefit members during the
year (2007—%4 miliion).

None of the UK plans is individually significant to the financial
report and so the information disclosed below is provided for the
UK Plans in aggregate.

New Zealand

The NZ operation contributes to one defined benefit
superannuation arrangement being the NZI Superannuation
Fund which had 10 defined benefit members as at"30 June
2008 (2007—11) and a $nil net deficit {2007—3$nil). There was
previcusly ancther defined benefit superannuation arrangement
being the IAG New Zealand Limited Staff Pension Scheme which
had a net surplus of $3 million as at 30 June 2007 but this
arrangement was settled during the current reporting period
resulting in a charge to profit of $2 million being }ecognised

in the current year. These NZ defined benefit superannuation
arrangements are not disclosed in more detail as the financial
impact of these arrangements is not significant to the
Consolidated entity.

__ IAG PLAN UKPLANS TOTAL AGPLAN  UKPLANS “TomL IE
2008 2008 2008 2007 2007 2007 |
$m Sm $m $m $m $m

L—Re}_ortlng date balances
Fair value of net assets 179 117 296 215 141 : 356
Présent value of defined benefit obligation

{net discount rate) {176) (124) {300) {165) (162) . (327}
Net defined benefit asset/(liability} 3 {7) (4) 50 (21) 29

Contribution tax asset/(liability) - 2 2 9 6 15

Net asset/{liability) recognised .

on the balance sheet 3 {5) {2) 59 {15) 44

Where a plan incorporates hoth defined benefit and defined contribution arrangements, the amounts disclosed in this note represent
only the defined benefit portion of the plan. Actuarial valuations are performed at each reporting date by an independent specialist.
The financial information disclosed has been prepared in accordance with AASB 119 Employee Benefits except where otherwise noted.

Those plans with a net financial position that is an asset are presentad with the defined benefit superannuation asset on the balance
sheet while those plans with a net financial position that is a liability are presented within the employee benefits provision. '

97



2008 2008 2007 2007
$m Sm £m $m
Il. Recognition of movement in net asset/(liabitity)
Contributions expensed during the year 5 7 (S 5
Reporting date valuation adjustment to profit {1) (7) (2} {4)
4 - 4 1
Reporting date valuation adjustment to retained earnings 86 (4) {52) (%)
Total amaount recoghised for financial year in closing retained eamings 60 {4) (48) {4)
REPORTING DATE VALUATION ADJUSTMENTS REPRESENT )
Current service cost 6 1 8 -
Past service cost 1 - - -
Interest cost {net of tax) 12 7 9 5
Expected return on plan assets (15) {7} (13) {4)
Actuarial (gains) and losses 66 (5) (52) (5)
Total net amount recognised from reporting date valuation 60 (4) {48) (4)
Hl. Reconciliation of the movement in the present value
of the defined benefit obllgation
Defined benefit obligation at the beginning of the financial year 165 162 187 164
Current service cost ' 6 - 8 -
Past service cost 1 - - -
Interest cost 12 7 9
Contributions by plan participants 2 - 4 -
Actuarial {gains) and losses 7 {16) (28) {5
Benefits paid 17 (9) (15) {2}
Net exchange difference on translation of foreign operations - (20) - -
Defined benefit obligaiion at the end of the financial year 176 124 165 162
V. Reconciliation of the movement in the fair value of assets
Fair value of assets at the beginning of the financial year 215’ 141 191 135
Expected return on plan assets 15 7 13 4
Actuarial gains and (losses) {41) (11) 16 -
Contributions by employers 5 7 B 4
Contributions by plan participants 2 - 4 -
Benefits paid (17) (k)] {15) {2}
Net exchange difference on transtation of foreign operations - (18) - -
Fair value of assets at the end of the financial year 179 117 215 141

The UK Plans information disclosed in sections 1l and IV for the comparative pericd provide the full vear movement and not the period

since the acquisitions.

V. Plan assets
The percentage invested in each asset class at reporting date was:

|

ALLOCATION PERCENTAGE

1AG Plan UK Plans 1AG Plan UM Plans

r 2008 2008 2007 2007
% % % %

Australian shares 34.0 - 36.0 -

Overseas shares 26.0 38.0 24.0 38.0

Listed property trusts 10.0 - 10.0 -

Fixed interest 25.0 62.0 25.0 61.0

Cash 5.0 - 5.0 1.0
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assets of the 1AG Pran do not mclude any shares lssued by the
Consolidated entity nor any property or other assets used by the
Consolidated entity. The assets of the UK Plans are managed by
independent trustee boargds,

To determine the expected rate of return on assets, the actuary
has considered the expected future investment returns for each
major asset class net of investment tax and investment fees.
These estimated retums for each asset class have been used
to calculate the expected rate of return on the assets supporting
the defined benefits based on the plans’ target asset allocation

asset classes. The actual return on the 1AG Plan assets for the
year ended 30 June 2008 was a loss of 11.3% (2007—a gain

of 13,9%). The actual return on the UK Plans assets for the year
ended 30 June 2008 was a uss of 4.1% (2007—a gain of 2.7%).

VI, Actuarial assumptions

Assumptions used in the determination of the financial position
of the plans are reviewed annually and determined in conjunction
with the independent actuaries to the plans. The principal
actuarial assumptions used in determining the financial position
of the plans include:

i JAG PLAN UK PLANS IAG PLAN UK PLANS
2008 2008 2007 2007

i % % % %
Discount rate (gross)* 7.2 58 5.8 53
Expected rate of return on plan assets supporting pensicn liabilities 74 5.8 74 5.8
Expected rate of return on other plan assets 6.9 5.8 6.9 5.8
Expected future salary increases 4.0 4.6 4.0 4.6
Future pension increases—aduit/child 2.5/0.0 3.7 2.5/0.0 3.1

*  The discount rate for the IAG P'an has been determined by reference to the market yields on 10 year government bonds in Australia (2007—AA rated corporate
bonds). The UK Plans discount rate has beer: determined by reference to the market yield's on AA rated corporate bonds in the UK.

VIL. Sensitivity of measurement to actuarial assumptions

The superannuation arrangements are by nature long term, The majority of the assumptions refiect this and are not changed to reflect
short term variations in factors. The discount rate required to be applied for the IAG Plan must reflect the market yields on government
bonds (2007—corporate bonds) and so is subject to change if those yields change. A 1% reduction in the discount rate would result
in a $13.9 million increase in the present value of the defined benefit obligation of the 1AG Pian and result in the net financial surplus

becoming a $13.1 million deficit.

Vill. Histoerical information
The experience adjustments are as follows:

IAG PLAN  UKPLANS  IAG PLAN UKPLANS " 1AG PLAN IAG PLAN
2008 2008 2007 2007 2006 2005
$m S$m m $m $m $m
Plan liabilities (6) (9) . 6 2 & 6
Plan assets (41} 6 16 - 10 19

*  Amount rounds to zefro.

The experience adjustments are based on the actuarial gain or loss after removing the impact of any change in assumptions.

iX, Funding obligatlons for the IAG & NRMA Superannuatiob Plan in Australia
The financial information disclosed helow has been determined in accordance with AAS 25 Financiat Reporting by Superannuatlon Plans,

CONSOQLIDATED
2008 2007
_____ o $m $m |
Net market value of plan assets i7e 206
Present value of accrued benefits (168) {165)
Defined benefit surplus/{deficit} 8 41
Vested benefits 162 160
The principal actuarial assumptions used in determining the financial position
of the IAG Plan in accordance with AAS 25 and the funding recommendation include:
Expectec investment returns—pension assets/cther assets (gross) 7.5 7.5
Expected fulure salary increases 4.0 4.0
Future pension increases—adult/ child 2.5/0.0 2.5/0.0

|
|
|
|
using the Attained Age Actuarial Funding method.

99



value of expected future payments that arise from membership up
to the measurement date. The accrued benefits are determined by
reference to expected future salary levels and are discounted by
using a market based, risk adjusted discount rate. Vested benetits
are the benefits which would be payable to members if they all
voluntarily resigned as at the reporting date.

Assumptions used in the determination of the financial position of
the IAG Plan are reviewed annually and determined in conjunction
with the independent actuary to the |AG Plan. Changes in financial
and/or demographic assumpions, or changes in the relevant
regulatory environment, could significantly Impact the financial
position of the 1AG Plan. The financial position of the 1AG Plan is
calculated at a specific point in time, however the superannuation
arrangements are by nature iong term. Short term variations
between long term actuarial assumptions and actual experience
will cause the net funding status of the Plan to change without
impacting on the long term viability of the Plan.

methodology and a different discount rate assumption to that
used in determining the financial position for measurement on
the balance sheet of the employer sponsor. In determining the
contribution recommendation, the actuarial valuation method
focuses on the funding of benefits for current members,
irrespective of whether they stem from past or future membership,
whereas. for financial reporting purposes, the present value of
expected future benefit payments does not include benefits that
have not yet accrued. The difference in methodologies used for
determining the employer contributions and the measurement of
the asset/liability recognised on the balance sheet mean that a
liability may be recognised even where the employer has met all
of the superannuation contribution obligations.

NOTE 30. CONMIMITMENTS
CONSOLIDATED
2008 2007
$m $m
Commitments are not recorded on the balance sheet but are disclosed here at face value.
A, CAPITAL COMMITMENTS
Software development
Due within 1 year 10 11
Due within 1 to 2 years 10 11
Due within 2 to 5 years 33 36
Due after 5 years 24 26
77 84
B. OPERATING LEASE COMMITMENTS
Praperty
" Due within 1 year 108 88
Due within 1 to 2 years 90 92
Due within 2 to 5 years 247 205
Due after 5 years 451 435
Plant and equipmant
Due within 1 year 33 16
Due within 1 to 2 years 22 14
Due within 2 to 5 years 28 8
979 858

Certain property, motor vehicles and computer equipment are leased under non cancellable operating leases. Most leases are subject to
annual reviews with increases subject 10 a set percentage or based on either movements in consumer price indices or operating criteria.
Where appropriate. a right of renewal has been incorporated into the lease agreements at which time all terms and conditions may be
renegotiated. There are no options to purchase the relevant assets on expiry of the lease. The operating lease commitments for property
are 1o an extent offset by the receipt of sub lease income of approximately $6 million per year from non cancellable sub leases.

€. SOFTWARE LICENCE AND RENTAL COMMITMENTS

Due within 1 year 34 29
Due within 1 to 2 years 18 7
Due within 2 to 5 years 19 3
71 39
0. OTHER COMMITMENTS
Due within 1 year 24 5
Due within 1 to 2 years 5 6
Due within 2 to 5 years - 6
29 17
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The IAG Group is exposed 1o a range of contingencies with some
specific to insttuments or ransactions while others relate more
to operational risk faced in the normal ¢ourse of business.

A. CONTINGENT LIABILITIES

Contingent liabilities are not recognised on the balance sheet
but are disciosed here where the possibility of settlement is less
than probable but more than remote. Provisions are not required
with respect to these matters as it is not probable that a future
sacrifice of economic benefits will be required or the amount.

is not reliably measurable. If settlement becomes probable, a
provision is recognised. The best estimate of the settlement
amount is used in measuring a contingent liability for disclosure.
The measurement involves judgement.

In the normal course of business, transactions are entered into

that may generate a range of contingent liabilities. These include:

u litigation arising out of insurance policies;

w Hastings, a whotly owned subsidiary of IAG, has received
a claim for alleged breaches of its duties under an agency
agreement. The claim is for loss and damage suffered of
approximately £10 million. Hastings was acqguired by the
Consolidated entity on 29 September 2006. The claims
against Hastings may, if proved, constitute a breach of
warranty under the Share Purchase Agreement (SPA) relating
to the Hastings acquisition, which if proved, would give rise
to warranty claims against the previous owner,

@ undertakings for maintenance of net worth and liquidity
support to subsidiaries in the Consolidated entity. It is normal
practice to provide wholly owned subsidiaries with support

"and assistance as may be appropriate with & view 1o enabling
them to meet their obligations and to maintain their good
standing. Such undertakings constitute a statement of present
intent only and are not intended to give rise 1o any binding
legal obligation;

o guarantees for performance obligations, including a guarantee

in relation to a standhy letter of credit issued in support of the
Consolidated entity's participation in Lloyd's of London; and

o there is a potential assessment by the UK tax authority of
outstanding tax payments relating to Hastings for tax years
prior to the date when the company was acguired by the 1AG
Group. The amount of the assessment would not be significant
to the IAG Group. The claim, if successful, would give rise 1o a
ctaim under a tax indemnity provided by the previous owner.

It is not betieved that there are any other potential material
exposures to the Consolidated entity and there are no known
events that would require it to satisfy the guarantees or take
action under a support agreement.

B. RESET EXCHANGEABLE SECURITIES
In respect of the issue of RES by a wholly owned subsidiary,
IAG Finance (New Zealand) Limited (1AGF NZ):

o IAGF NZ has granted to Permanent Trustee Gompany Limited
{Trustee)}, the trustee of the RES, a fixed charge over its right,
title and interest in the payments to it under the Portfolio
Management Agreement and certain intragroup receivables.
IAG Portfolio Limited, a wholly owned subsidiary of 1AG,
has granted to the Trustee a mortgage over IAG Portfolic
Limited’s portfolio of investments (Portfolic) and a floating
charge over its rights, property and undertaking as security
to the RES hoiders;

a |AL has put in place an interest rate floor with IAG Portfolio
Limited in the event the bank biil rate applicable to the
calculation of the interest rate payable on the RES falls
below a specified rate, This will enable IAG Portfolio Limited
to generate sufficient income to allow IAGF NZ to make part
or full interest payments on the RES;

unfranked, IAG must pay an amount into IAG Portfolio Limited
to fund a gross up of the interest payment on the RES;

a IAG may exchange some or all of the RES for preference shares
issued by I1AG at any time. The dividend rate will be calculated
in a similar manner to the interest rate on the RES. The
exchange right is considered an embedded derivative within
the RES and is recognised at fair value on balance sheet;

@ |AGF NZ may, in relation to the RES, change their terms,
redeem them for cash or corvert them into ordinary shares
issued by IAG on any reset date. The next reset date is

.15 March 2010;

a 1AGF NZ may, in relation to the RES, redeem them for cash or
convert them into ordinary'shares issued by 1AG, if a tax event,
regulatory event or acquisition event, as defined in the RES
terms, occurs,;

m RES holders may redeem the RES on any reset date or if a
trigger event, as defined in the RES terms, ocours;

m IAG has an obligation to pay all costs, charges and expenses
in managing the Portfolio including costs of the trustee and
custodian; and

e IAG and other members of the IAG Group may be entitled
to any surplus in the Portfolio from excess income from the
Portfolio after the payment of aggregate interest payments
on the RES or from excess net assets of the Portfolio after
the payment of aggregate redemption amounts on the RES.

C. FIDUCIARY ACTIVITIES

The Consolidated entity's fiduciary activities consist of investment
management and other fiduciary activities conducted as manager,
custodian or trustee for a number of investments and trusts. The
funds managed on behalf of third parties which are not included
in the Consolidated entity's balance sheet had a fair value as

at 30 June 2008 of $932 million {2007—%$2,012 million). This
does not include the investment by third parties in the [AG Asset
Management Wholesale Trusts presented as minority interests in
unitholders’ funds on the balance sheet. The Consolidated entity
is exposed to operational isk relating to managing these funds
on behalf of third parties. :

NOTE 32. RELATED PARTY DISCLOSURES

A. CONTROLLING ENTITIES
The uitimate parent entity in the Consolidated entity is IAG which
is incorporated in Australia.

B. SUBSIDIARIES

The Consolidated entity consists of IAG and its subsidiaries
{information in relation to ownership interests is provided in

note 25). The IAG Group operated a shared services mode!
throughout the year with the use of dedicated units (such as
head office finance providing accounting and processing services
to operational entities) and entities (such as dedicated entities
that provide employee services, technology development services,
and reinsurance services which provide services across the
Group). All such intragroup transactions are charged to the
relevant entities on normal commercial terms.and conditions,

a direct and actual cost recovery basis or time allocation basis.
Certain entities are economically dependent on other entities

in the 1AG Group. There are also loans between entities in

the Censolidated entity. Only the transactions between the
Parent and the wholly owned subsidiaries are disclosed here
because all other transactions that have occurred among
entities within the Consolidated entity have been eliminated

for consolidation purposes.
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2008 2007
$m $m

I. Transactions during the year -
Aggregate amounts included in the determination of profit/(loss) before income tax for the year that
resutted from transactions with related parties within the wholly owned group were as follows:
INCOME
bividend revenue ) 716 396
EXPENSES '
Interest expense - 23
I. Balances outstanding at reporting date
Aggregate amounts receivable from, and payable to, subsidiaries were as follows:
RECEIVABLES
Amounts receivable : ‘ ) 120 155
Loans receivable ) ’ 671 667
PAYABLES ' ‘
Amounts payable 48 109
Loans payable ) 173 211

These intragroup balances are considered highly liquid and of negligible credit risk and so the carrying amount is a reasonable

approximation of the fair value of the balances except for the fixed rate loans for which the fair value currently exceeds the carrying

value, The intragroup balances either bear a fixed or variable interest rate or bear no interest but are repayable on demand.

There are no amounts past due though some amounts outstanding represent part of the IAG Group’s cash flow management

operations which do not have fixed payment terms. Other than one loan denominated in British pound of $87 million at reporting date
{2007—$150 million) all other balances are denominated in Australian doilar and so the Parent has limited exposure 1o currency risk

from these balances.

ather notas
a. DIVIDENDS AND TAX ARRANGEMENTS

White the Parent does not transact directly with all subsidiaries. the Parent does however generally receive dividends from all subsidiaries

even if indirectly through other subsidiaries. Details of the tax sharing and tax funding agreements are disclosed in note 1.M.IL.

b. 1AG & NRMA SUPERANNUATION PLAN

Two subsidiaries in the Consolidated entity, iInsurance Manufacturers of Australia Pty Limited and Insurance Australia Group Services
Pty Limited, have employees that are defined benefit members of the IAG & NRMA Superannuation Plan (refer note 28). While separate
records are maintained for the liabilities relating to each member, there is effectively a sharing of the risks associated with the assets of

the plan.
¢, TRANSACTIONS WITH IAG ASSET MANAGEMENT WHCOLESALE TRUSTS

I1AG Asset Management Wholesale Trusts {some of which are disclosed as non wholly owned subsidiaries in note 25), were established
to enable higher investment yields for smaller investment portfolios. All subsidiaries within the IAG Group can invest in the trusts in

accordance with their investment mandates. All investments in these trusts are on normal commercial terms and conditions.

The 1AG Plan, the net financial position of which is recognised on the balance sheet, has a significant holding in some of the IAG Asset
Management Wholesale Trusts, All transactions between the 1AG Plan and the trusts are on normal commercial terms and conditions.

d. OTHER

Both the amount of the transactions and the cutstanding balances at reporting date relating to transactions between the Parent and other

subsidiaries are not significant and no further information is disclosed.

C. KEY MANAGEMENT PERSONNEL
I. Details of compensation

KMP are those persons having authority and responsibility for planning, girecting and controlling the activities of the entity, directly or
indirectly, including any director {whether executive or otherwise) of that entity. it is important to note that the Company’s non-executive
directors are specifically required to be included as KMP in accordance with AASB 124 Related Party Disclosures. However, the non-

exgcutive directors do not consider that they are part of ‘management’.
The aggregate compensation of the KMP is set out below:

: CONSOLIDATED -

3 2008 2007 .

L : $000 $000 |
Short tern employment benefits : 19,325 15,108
Post employment benefits 1,483 1,266
Other long term benetits ‘ 97 169
Termination benefits 3,739 -
Share based payments 4,018 3,925
28,662 20.468

The KMP receive no compensation specifically in relation to the management of the Company. The compensation disclosed in the table
above represents the KMP's estimated compensation recetved from the IAG Group in relation to their involvement in the activities with

the Consolidated entity.
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The 1ables below disclose the movements in total number of DARs, EPRs, PARs and PSRs on issue held by each of the KMP. The DARs,
EPRs, PARs and PSRs were granted as payment for the share based remuneration in accordance with the remuneration policy. The non-
executive directors, who are KMP, did not receive share based payments in the form of DARs, EPRs, PARs and PSRs.

a, MOVEMENTS IN TOTAL NUMBER OF DARs ON ISSUE

DARs DARs DARs DAR3
DARS GRANTED EXERCISED LAPSED DARs VESTED AND
ON ISSUE DURING DURING DURNG ONISSUE  EXERCISABLE
1.Jury THE YEAR THE YEAR THE YEAR 30 JUNE 30 JUNE
NUMBER NUMBER NUMBER NUMBER NUMBER NUMBER
2008
MJ Wilkins - - - - - -
JP Breheny 35,250 47,900 - - 83,150 -
AM Coleman 35,250 55,700 - - 90,950 -
NB Hawkins 35,250 47,900 - - 83,150 -
JS Johnson 35,250 57,100 - - 92,350 -
CF Mcloughtin 31,875 " 41,500 - - 73,375 -
LC Murphy - - - - - -
N Utley 33,375 37,500 - - 70,875 -
Jvan der Schalk 35,250 28,600 - - 63,850 -
G Venardos ' 42,375 61,900 - - 104,275 -
DG West ’ - - - - - -
Total 283,875 378,100 - - 661,975 -
Executives who ceased as key management personnel
MJ Hawker 187,500 ' 144,500 - (259,750) 72,250 -
DA Issa 42,375 73,800 - (14,760) 101,415 -
5J Mostyn 31,875 45,400 - - 77,275 -
MJ] Pirone 42,375 61,500 - (12,300) 91,575 -
Total 304,125 325,200 - (286,810) 342,515 -
2007
MJ Hawher - 187,500 - - 187,500 -
JP Breheny - 35,250 - - 35,250 -
AM Coleman - 35,250 - - 35,250 -
NB Hawkins - 35,250 - - 35,250 -
DA issa - 42,375 - - 42,375 -
1S Johnson - 35,250 - - 35,250 -
CF McLoughlin - 31,875 - - 31,875 -
SJ Mostyn . - 31,875 - - 31,875 -
MJ Pirone ) - 42 375 - - 42,375 -
N Utley - 33.375 - - 33,375 -
J van der Schalk . - 35,250 - - 35,250 -
G Venardos - 42,375 — - 42,375 -
Total ) — 588,000 — - 588.000 -
b, MOVEMENTS IN TOTAL NUMBER OF EPRs ON ISSUE
r EPRs EPRs EFRs EPRs |
! EPRs GRANTED EXERCISED LAPSED EPRs  VESTEDAND |
| ON ISSUE DURING DURING DURING ONISSUE  EXERCISABLE |
i 10y THE YEAR THE YEAR THE YEAR 30 JUNE 30 JUNE
i o NUMBER NUMBER NUMBER NUMBER NUMBER NUMBER |
2008
M1 Wilkins - 250,000 - - 250,000 -
IP Breheny - 98,500 - - 98,500 -
AM Coleman - 103,000 - - 103,000 -
NB Hawkins - 96,000 - - 96,000 -
JS Johnson - 99,500 - - 99,500 -
CF McLoughlin - 96,000 - - 96,000 -
LC Murphy - 35,000 - - 35,000 -
N Utley - 143,500 - - 143,500 -
J van der Schalk - 95,000 - - 95,000 -
G Venardos - 113,500 - - 113,600 -
DG West - 100,000 - - 100,000 -
Total ’ - 1,230,000 - - 1,230,000 -
Executives who ceased as key management personngl
M) Hawker - 350,000 - {350,000) - -
DA issa - 117,000 - - 117,000 -
SJ Mastyn - 28,500 - - 28,500 -
M) Pirone ) - 103,000 - - 103,000 -
Total - 598,500 -~ (350,000) 248,500 -
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PAKRS FAIS PAKS PARs
PARS GRANTED EXERCISED LAPSED PaRs VESTED AND
ON ISSUE DURING DURING DURING ONISSUE  EXERCISABLE
11Uy THE YEAR THE YEAR THE YEAR 30 JUNE 30 JUNE
NUMBER NUMBER _ NUMBER NUMBER NUMBER NUMBER
2008
M} Wilkins - - - - - -
JP Breheny 147,000 - - - 147,000 -
AM Coleman 341,019 - - {42,568) 298,451 -
NB Hawkins 215,456 - - (30,931) 184,525 -
JS Johnson 128,328 - - (4,693) 123,635 -
CF McLoughlin 122,500 - - - 122,500 -
N Utley 44,500 - - - 44 500 -
J van der Schalk 196,004 - - (11,879) 178,125 22,753
G Venardos 394,803 - - {52,444} 342,359 -
DG West - - - - - -
Total 1,589,610 - - (148,515) 1,441,095 22,753
Executives who ceased as key management personnet
MJ Hawker 1,882,000 - - {(1,482,000) 400,000 -
DA Issa 315,502 - - {37,460) 278,042 -
SJ Mostyn 291 299 - - (35,757) 255,542 -
MJ Pirone 338,706 - - (37,460) 301,246 -
Total 2,827,507 - -  [1,592,677) 1,234,830 -
2007
MJ Hawker 1,632,000 250,000 - - 1,882,000 -
JP Breheny 100,000 - 47.000 - - 147,000 -
AM Coleman 294,019 . 47,000 - - 341,019 -
NB Hawkins 168,456 47,000 - - 215,456 -
DA Issa 259,002 56,500 - - 315,502 -
JS Johnson 81,328 47,000 - - 128,328 -
CF McLoughiin 80,000 42 500 - - 122,500 -
5J Mostyn 248,799 42,500 - - 291,299 -
MJ Pirone 282,208 56,500 - - 338,706 -
N Utley - 44,500 - - 44,500 -
Jvan der Schalk 149,004 47.000 - - 196,004 22,753
G Venardos 338,303 56,500 — - 394,803 -
Total 3,633,117 784.000 - - 4,417,117
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The PSRs Plan was closed for issuing further PSRs from the financial year ended 30 June 2003,
During the year ended 30 June 2008, J van der Schalk, the only KMP that held PSRs, exercised all of the 40,000 vested PSRs

(2007 —no movements).
e. HOLDING OF ORDINARY SHARES

The relevant interest of each KMP and their related parties in ordinary shares of IAG:

SHARES NET
ACQUIRED IN MOVEMENT
LIEU OF IAG SHARES SHARES OF SHARES TOFAL SHARES
SHARES BOARD FEE  RECEIVED ON RECEVED DUE TO SHARES HELD
HELD AT DURING EXERCISE ON SHARE OTHER HELD AT NOMINALLY
1JUty THE YEAR OF PSRs ALLOGATION* CHANGES" 30 JUNE AT 30 JUNE™
NUMBER NUMBER NUMBER NUMBER NUMBER NUMBER NUMBER
2008
JA Strong 294,927 50,643 - - - 345,570 332,995
YA Allen 12,769 6,752 - - - 19,521 19,521
JF Astbury 70,996 (1,137) - - - * *
PM Colebaich ' 10,251 16,881 - - - 27,132 27,132
GA Cousins ' 180,775 (1,137) - - - L -
HA Fletcher - 30,386 - - 20,740 51,126 51,126
ND Hamilton 122,327 30,386 - - 390 153,103 147,203
A Hynes - 6,752 - - 11,000 17,762 17,752
RA Ross . 177,308 16,881 - - - 194,189 91,386
BM Schwartz 17,781 10,128 - - - 27,909 27,663
M. Wilkins - - - - 100,000 100,000 10¢,000
JP Breheny - - - - - - -
AM Coleman 2,544 - - 19,349 716 22,609 2,544
NB Hawkins 24,578 - - 14,047 - 38,625 -
JS Johnson 7,315 - - 2,133 2,500 11,548 3,843
CF Mctoughlin : 9,216 - - - 14,357 23,573 23,327
LC Murphy - - - - - - -
N Utley - - - - 101,852 101,852 101,852
Jvan der Schalk i - - 40,000 . 812 - 48,128 -
G Venardos : 136,671 - - 23,838 9,290 169,799 50,985
DG West - - - - - - -
Exgcutives who ceased as key management personnel
MJ Hawker 1,438,122 - - 60,000 202,000 * *
DA Issa 47,675 - - 17,027 - > *
SJ Mostyn 130,507 - - 16,253 - * *
MJ Pirone 79,083 - - 17,027 - * *

* These nonexecutive directors of executives ceased as KMP during the financisl year.

Information on sharas held is disclosed up to the date of thewr cessation.

{i) During the year, the board approved an ex gratia grant of shares 1o some of these KMP following a PwC roview of IAG's executive remuneralion arrangements

in 2007.

(i} Net movement of shares relates 10 acquisition and disposal transactions by the KMP and their related partics durmg the year. It includes any opening balances
of shares, if any, held by KMP who ¢commenced during the year,
(iii} Nominally held shares are included in the column headed total shares held at 30 June. Total shares are held by the KMPs' related parties. inclusive of domestic
partrer. dependants and entities controlled, jointly controlled or significantly influenced by the KMP.,

There were no shares received on exercise of DARs or PARs by the KMP as no DARs or PARs vested during the year.
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| ACQUIRED IN . MOVEMENT
LIEU OF IAG SHARES SHARES OF SHARES TOTAL SHARES
SHARES BOARD FEE  RECENED ON RECEIVED DUETO SHARES HELD
1 HELD AT DURING EXERCISE ON EXERCISE OTHER HELD AT NOMINALLY
1.Juty THE YEAR OF PSRs OF PARS CHANGES™ 30 JUNE AT 30 JUNE™
NUMBER NUMBER NUMBER NUMBER NUMBER NUMBER NUMBER
2007 . .
JA Strong 259,465 34,232 - - 1,230 294,927 282,352
YA Allen 7,959 4,564 - - 246 12,769 12,523
JF Astbury 65,694 4,564 - - 738 70,996 60,421
PM Colebatch - 10,251 - - - 10,251 10,251
GA Cousins 176,211 : 4,564 - - - 180,775 30,775
ND Hamitton 101,268 20,539 - - 520 122,327 116.817
RA Ross 165,406 11,410 - T - 492 177.308 74,505
BM Schwartz 10,689 6,846 - - 246 17,781 17,635
MJ Hawker 1,378,059 - - - 60,063 1,438,122 59,817
JP Breheny - - - - - - -
AM Coleman 62,052 - - - (59,508) 2,544 2,544
NB Hawkins 24,332 - - - ’ 248 24,578 -
DA Issa 47,675 o= - - - 47,675 -
1S Johnson 5,072 - - - 1,343 7,315 1,343
CF McLoughlin - - - - 9,216 9.216 " 8,870
SJ Mostyn 130,261 - - - 2486 130.507 -
M/ Pirone 79,063 - - - - 79,063 11,432
N Utley - - - - - - -
J van der Schalk - - - - . - - -
G Venardos 110,780 — - - 25,891 136,671 48,795

(i} Nominally held shares are included in the column heéded total shares held at 30 June, Total shares are held by the KMPs' related parties, inclusive of domestic
partner, dependants and entities controlled, jointly controlled or significantly influenced by the KMP.
(i} Net movement of shares relates to acquisition and disposal transactions by the KMP and their related parties during the year. It inctudes any opening balances

of shares held by KMP who were appointed during the year.

. HOLDING OF RESET PREFERENCE SHARES
No KMP had any interest in RPS at any time during the financial
year (2007 -nil).

g. HOLDING OF RESET EXCHANGEABLE SECURITIES

Other than MJ Hawker who held 1,000 RES nominally at the
heginning and the end of the financial year, there were no KMP
who held a relevant interest in RES of IAG Finance {New Zealand)
Limited (2007—no movements).

1l Other related party transactions with key management
personnel

N Utley was a shareholder of the Equity Insurance Group at the
time it was acquired by the J1AG Group. As part of that acquisition,
N Utley received consideration for the sale of his shares. The
consideration was paid in the form of unsecured notes with face
value of £15 million {comprising three tranches that bear different
terms and conditions) and 1.2 million DARs with a grant date

fair value of $5.73 per right. The DARs issued as part of the
consideration for the sale of shares. are not included as part of
his share based remuneration. £12 million of the outstanding
unsecured notes as at 30 June 2007 was settled during the

year ended 30 June 2008 (2007-—no payment made). Further,

£3 million of the outstanding unsecured loan notes were redeemed
during the year into a trust account, to be held until their due dates
for payment under the terms and conditions. As at 30 June 2008,
no unsecured notes remain outstanding (2007—£15 million).
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N Utfey is a non-executive director of, and has a 25.77%
ownership interest in, Destiny Legal Services Limited (DLSL)
and Destiny Business Services Limited (DBSL). N Utley received
£50,000 (2007—£60,000} for his service as a non-executive
director and has not received any income {2007—no income)
from his ownership interest in DLSL and DBSL. DLSL and DBSL
derive fees for legal services performed for the Equity Insurance
Group and Hastings. The services provided relate to uninsured
loss recovery tegal cases and personal injury litigation. The Equity
insurance Group has advances outstanding at 30 June 2008

to DLSL and DBSL of £0.5 million (2007-~£0.5 million} which
are not interest bearing. The share of fees earned by the Equity
Insurance Group and Hastings are more than £1.57 miltion
(2007—£1.1 million). All transactions are conducted on normal
commercial terms and conditions.

D. OTHER RELATED PARTIES

Contributions are made to various superannuation plans, both
defined contribution and defined benefit plans. information
regarding transactions with the plans is provided in note 29,




THE PARENT

The Parent s a hon operating holding company and so has limited
direct exposure to financial risks. The board of the Parent sets the
risk management policies for the IAG Group.

The financial assets and liabilities of the Parent are limited to
amounts receivable from/payable to related bodies corporate,
loans to/from related bodies corporate, and interest bearing
liabilities. The Parent does not use derivative instruments but
is party to an embedded derivative in relation to RES outlined
in note 31.B. . '

For information regarding the significant risk exposures on these
financial instruments as at reporting date refer to:

m note 16 receivables;
a note 21 interest bearing liabilities; and
@ nole 32 related party disclosures.

THE CONSOLIDATED ENTITY

The Consolidated entity is exposed to a variety of financial risks
in the normal course of business; market risk (including currency
risk, interest rate risk and price risk), credit risk and liquidity

risk. The board and senior.management of the IAG Group have
developed, impiemented and maintain RMS which is discussed in
more detail in note 10. '

That part of the IAG Group's RMS concemning financiai risk
focuses on the unpredictability of financial markets and seeks to
minimise potential adverse effects on the financial performance.
Key aspects of the processes established in the RMS to mitigate
financial risks include:

@ having an Asset and Liability Committee {ALCo} comprised
of key executives with relevant oversight responsibilities that
meets on a regular basis:

a monthly stress testing is undertaken to determine the impact
of adverse market movements and the impact of any derivative
positions; and

& maintenance of an approved counterparty credit risk policy
which is reviewed at least annually.

The 1AG Group's risk management palicies include the use of
derivatives for both investment operations and corporate treasury
operations. The RMS sets out the permissible use of derivatives
in relation to investment strategies, the parameters within which
the derivatives may be used, and the control environment within
which they are used.

A. MARKET RISK

Market risk is the risk of adverse financial impact due to changes
in fair values or future cash flows of fihancial instruments from
fluctuations in foreign currency exchange rates, interest rates,
and eguity prices. Market risk arises in business units due

to fluctuations in both the value of liabilities and the value of
investrments held. At 1AG Group level, it also arises in relation to
the overali portfolic of international businesses and in the value
of investment assets owned directly by the shargholders. For each
of the major components of market risk, described below in more
detail, the 1AG Group has in place policies and procedures to set
out how each risk should be managed and monitored.

I. Currency risk
a. NATURE OF THE RISK AND HOW MANAGED

‘Currency risk is the risk of joss arising from an unfavourable

movement in market exchange rates. The Consclidated entity
operates internationally and so is exposed to currency risk from
various activities conducted in the normal course of business.

The key currency risk exposures relate to the following:

o the investment of shareholders’ funds in assets denominated
in currencies different to the functional currency of the
investing subsidiary being primarily Australian doltar, US dellar
and British pound. Where a subsidiary that has a functional

cash in that functional currency the impact to the Consolidated
entity from exchange rate movements is through the translation
of the net investment in the foreign operation {refer below).
Note that assets held to back insurance liabilities are held
in the same currency as the related insurance liabilities
eliminating any net foreign exchange exposure;

a foreign currency denominated borrowings of a capital nature
however note that some of these are designated as hedging
instruments; and .

s net investment in foreign operations (note that this investment
is technically not a financial instrument for accounting
purposes but is included here because movements in
exchange rates have a financial impact on this process and
because the outcome is hedged with derivatives which are
financial instruments) through the translation of the financial
position and performance of foreign operations that have a
functional currency other than the Australian dollar with the
key currencies being NZ doltar, British pound and Thai Baht.

Foreign currency is a centrally managed risk, with hedging
coordinated at the comparate office. The IAG Group’s policy is to
actively manage, where possible, both its operational foreign
currency exposures at a controlled entity leve!l and its exposures
arising on the translation of net investments in foreign operations
at a consolidated entity tevel. The IAG Group manages the foreign
currency exposures at the controlled entity level by matching
foreign currency positions on local balance sheets within
prescribed limits. Residual foreign currency exposures arising

at a consolidated entity level on translation of net investments

in foreign operations are hedged to between 75%-100% of

the value on an after tax basis through the use of derivatives

and the designation of certain foreign currency borrowings as
hedging instruments.

b. CURRENCY RISK EXPOSURE
For information regarding the significant currency risk exposures
on financial instruments at reporting date refer to:

e note 7 segment reporting—each of the segments conducts
business predominantly in the lecal currency and so the
segment reporting note provides information regarding the
relevant portions of the financial position and performance
that are denominated in various currencies;

note 15 investments;
@ note 21 interest bearing liabilities; and
e note 33.0 financial risk management, net investment hedges.

The financial impact from exposure to currency isk is reflected
in the financial report through two mechanisms:

o translation of foreign currency transactions—these financial
impacts relating primarily to investments and interest bearing
liabilities are recognised directly in profit {except that some of
the interest hearing liabilities are hedged); and

a translation of the financial results of foreign operations—these
financial impacts are recognised directly in equity in the foreign
currency translation reserve and so have no impact on profit.

€. USE OF DERIVATIVES
Derivatives are used to manage currency fisk.

The currency risk arising from the translation of net investments
in foreign operations t¢ Australian doliars is managed using a
combination of foreign currency borrowings designated as hedging
instruments and derivative instruments being forward foreign
exchange contracts and cross currency swaps designated as
hedging instruments.

- The currency risk arising from certain other financial instruments

is managed using forward foreign exchange contracts.

For information regarding the notional contract amounts
associated with these derivative financial instruments together
with a maturity profile and reporting date fair values refer to
section D.
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The sensnily analyses provided in this note demonstrates the elfect of a change In a key assumption while other assumptions remain
unchanged. In reality, there is a correlation between the assumptions and other factors. The sensitivities do not include dependencies
among the currencies, but rather show isolated exchange rate movements. It should also be noted that these sensitivities are not
necessarily linear, and larger or smaller impacts shouid not be interpolated or extrapolated from these results. The sensitivity analyses

do not take into consideration that the assets and liabilities are actively

managed and so assume no action by management in response

w© movements in the factor, Additionally. the financial position may vary at the time that any actual market movement ocours,

The impact on the measurement of various financial instruments held at reporting date of an instantaneous 10% depreciation of the
Australian doliar at reporting date compared with selected currencies, on the profit before tax and equity, net of related derivatives.
is provided in the table below. An appreciation of the Australian doifar would have the opposite impact.

1 CONSOLIDATED
1 2608 2007
$m $m
I Impact to profit impact to profit
Shareholders’ funds mcluding related dernvatives
Australian dollar ‘ 13 17
United States dollar 5 12
British pound 6 4
24 33
[ Impact to equity fmpact to equity |
Net investmants in foreign operations and related hedge arrangements
New Zealand doflar 3 11
British pound 11 31
"Thai Baht 1 2
Other currencies where considered significant 1 1
16 45

The sensitivity to currency fluctuations is mitigated by the
extensive currency hedging measures.

The IAG Group has interest bearing liabilities denominated in a
range of currencies but has limited sensitivity to currency risk from
these liabilities because the instruments are either denominated
in Australian dollar and issued by an entity with Australian dollar
as the functional currency, denominated in US dollar and fully
hedged with derivatives, or denominated in another currency and
forming part of a net investment hedge of a foreign operation.

The Parent’s profit for the year would have been impacted by

£52 million (2007--$59 million) from a 10% depreciation at
reporting date of the Australian doflar to British pound exchange
rate from its holding of British pound denominated interest
bearing liabilities.

1. Interest rate risk

a. NATURE OF THE RISK AND HOW MANAGED

Interest rate risk is the risk of loss arising from an unfavourable
movement in market interest rates. Fixed interest rate assets and
liabilities create exposure to fair value interest rate risk which is

a market risk. Financial assets and liabilities with floating interest
rates create exposure to cash flow interest rate risk.

Interest rate risk arises primarily from investrments in money
market securities. Interest bearing liabilities are exposed to
interest rate risk but as they are measured at amortised cost and
are not traded they therefore do not expose the |AG Group to fair
value interest rate risk. in addition, the majority of these interest
hearing liahilities bear fixed interest rates (subject to some reset
conditions) and so expose the Group to limited cash flow interest
rate risk.
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interest rate risk is monitored and managed by the Group ALCo.
Exposure to interest rate risk is monitored through several
measures that include Value At Risk analysis, position limits,
scenario testing, stress testing, and asset and liability matching
using measures such as duration,

The assets held to back insurance liabilities are invested
principally in fixed interest securities matched to the expected
settlement durations of the outstanding claims payments. This
minimises the interest rate risk arising directly from underwriting
insurance contracts as the movement in investment income

on assets backing insurance liabilities offsets the impact of
movements in discount rates on the outstanding claims liabilities.

b, INTEREST RATE RISK EXPOSURE

For information regarding the significant interest rate risk
exposures on financial instruments as at reporting date refer to:
note 15 investments;

note 21 interest bearing liabilities;

note 23 notes to the cash flow statements; and

note 32 related party disclosures.

¢. USE OF DERIVATIVES

Derivatives are used to manage interest rate risk. The interest

rate risk arising from money market securities is managed using
interest rate swaps and futures. For information regarding the

[}
=]

. notional contract amounts associated with these derivative

financial instruments together with a maturity profile and
reporting date fair values refer to section D,




When considering the sensitivity analysis below, note should be taken of the limiting conditions provided as the introduction lo the
sensitivity section for currency risk provided above.

The investments in money market securities are recognised on balance sheet at fair value. Movements in market interest rates impact
the price of the securities (and hence their fair value measurement) and so would impact profil. The impact from the measurement of the
money market securities held at reporting date of a change in interest rates at reporting date by +1% or —1% (eg a move from 4% to 5%
or 3%} on profit before tax, net of related derivatives, is shown in the table below,

CONSQLIDATED

2608 2007

$m m

Impact to profit  Impact to profit

Investment—money market securities and related interest rate derivatives +1% {169) {200}
i ' -1% 169 200

All investments are measured at fair value through profit and so there would be no direct impact to equity from those movements, The
majority of the money market securities are expected to be held to maturity and so movements in the fair value are expected o reverse
upon maturity of the instruments. While movements in interest rates impact the fair value measurement of the securities there is no
impact to the contractual cash flows of the securities.

The imerast bearing liabilities are recognised on balance sheet at amortised cost. Hence the reporting date measurement of the liabilities
is not sensitive to movements in interest rates and so a change in interest rates as at reporting date would have had no impact on either
profit or equity from the measurement of interest bearing liabilities for the current financial year, The interest rate risk would be more
relevant for the valuation of these instruments upon a reset date when the terms of the liabilities, including the interest rate, may need

10 be reset to market rates or upon maturity when the instrument may need 1o be replaced. Movements in interest rates would have an
impact on the future payment of interest payments on those liabilities bearing a variable interest rate (refer note 21).

The reporting date measurement of the cash and cash equivalents is not sensitive to movements in interest rates and so a change
in interest rates as at reporting date would have had no impact on either profit or equity from the measurement of cash and cash
equivalents for the curent financial year.

The other financial assets and liabilities of the Parent being amounts receivable from/payable to retated bodies corporate, and loans
ta/from related bodies corporate, would be impacted by movements in interest rates at reporting date in the same manner as provided
above for interest bearing liabilities.

1. Other price risk

a. NATURE OF THE RISK AND HOW MANAGED

Price risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes in market prices
{other than those arising from interest rate or currency risk), whether those changes are caused by factors specific to the individual
financial instrument or its issuer, or factors affecting all similar financial instruments traded on the market. The only other price risk

to which the 1AG Group has significant exposure is equity price risk.

The IAG Group is exposed to equity price risk from its investment in equities and trust securities.

Equity price risk is monitored and managed by the Group ALCo. Exposure to equity price risk is monitored through several measures that
include Value Al Risk analysis, position limits, scenario testing, and stress testing. The exposure is actively managed against a broad
equity market index utilising the experience of & small number of external fund managers.

b. REPORTING DATE INFORMATION
For information regarding the significant equity price risk exposures on financial instruments as at repomng date refer to!

@ note 15 investments; and
o note 33.0 financial risk management, use of derivatives.

¢. USE OF DERIVATIVES

Derivatives are used to manage equity price risk. The equity price risk arising from investing in equity secunttes is managed using
share price index futures and options. For information regarding the notional contract amounts associated with these derivative
finangial instruments together with a maturity profile and reporting date fair values refer to section D.

d. SENSITIVITY
When considering the sensitivity analysis below, note should be taken of the limiting conditions provided as the introduction to the
sensitivity section for currency risk provided above.

The impact from the measurement of the investments held at reporting date of a change in equity and trust market values at reporting
date by +10% or —10% on profit before tax, net of related derivatives, is shown in the table betow.

CONSOLIDATED |

E 2008 2007 J‘

S $m |
Investments—equity and trust securities and related equity derivatives +10% 140 248
—10% (140) {248)

Al equity investments are measured at fair value through profit and so there would be no direct impact to equity from those movements.
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b NAlUre Of Ine fisK and now managec
Credit risk is the risk of loss from a counterparty failing to meet
their financial obligations. The Consolidated entity’s credit risk
arises predominantly from investment activities, reinsurance
activities (refer note 12}, and dealings with intermediaries

(refer note 10.E). The Consolidated entity’s credit quality
management roles, principles and processes are detailed in

the IAG Group Credit Risk Management Policy document which is
approved by the 1AG board and complies with APRA's requirements
for credit risk management by a general insurer. The policy
outlines the framework and procedures in place to ensure an
adequate and appropriate level of monitoring and management

of credit quality throughout the IAG Group. The IAG Group treasury
function is responsible for ensuring that the policies governing
the management of credit quality risk are properly implemented.
The IAG Group's credit risk appetite relies heavily on credit rating
agency research and is heavily weighted towards counterparties
of high quality investment grade. All new, changed and continuing
credit Aisk exposures must be approved in accordance with the
IAG Group's approval authority framework.

The 1AG Group is exposed to credit risk from investments in third
parties where the |AG Group holds debt and similar securities
issued by those companies. The credit risk relating to investments
is monitored and assessed, and maximum exposures are limited.
The investments comprising assets held to back insurance
liabilities are restricted to investment grade securities.

The IAG Group risk management framework also includes the
market related aspect of credit risk. This is the risk of a fall in the
value of fixed interest securities from changes in the perceived
worthiness of the issuer and is manifested through changes in
the credit spreads of the fixed interest securities.

Concentrations of credit risk exist if a number of counterparties
have similar economic characteristics. At the reporting date, there
were no material concentrations of credi risk as the Consolidated
entity transacts with a large number of counterparties in various
geographical regions without any individual debtor having a
material outstanding balance.

Il. Reporting date information
For information regarding the significant credit exposures on
financial instruments as at reporting date refer to:

a note 15 investments; and
B note 16 receivables.

1. Use of derivatives

Cerivatives are not used to manage credit risk but instead they
themselves expose the 1AG Group to credit risk. A distinction is
made between over the counter derivatives and standardised
derivative contracts traded on an exchange. As the exchange
{raded derivatives are typically settled on a daily basis with the
clearing house of the respective exchange. credit risk associated
with these contracts is negligible. Over the counter contracts on
the other hand harbour a theoretical risk in the amount of the
replacement costs. As the primary purpose for using derivatives
is hedging, any over the counter derivatives used have been
transacted with investment grade quality financial institutions
only. The 1AG Group's credit policy and procedures ensure that
exposures to counterparty risks are monitored constantly to
operate within the risk limits approved by the IAG board.

C. LIQUIDITY RISK

1. Nature of the risk and hew managed

Liquidity risk is concerned with the risk of there being insufficient
cash resources to meet payment obligations without affecting
the daily operations or the financiat condition of the Consolidated
entity. Liquidity facilitates the ability to meet expected and
unexpected requirements for cash. The licuidity position is
derived from operating cash flows, investment portfolios and
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eslabiished GEDL lndIng Programs. reimnsurance alrangements
and other sources. The balance sheet is prepared using the
liquidity format in which the assets and liabilities are presented
broadly in order of liquidity. The liguidity management roles,
principles and processes are detailed in the IAG Group Liguidity
Risk Management Policy document which is approved by the
tAG board and complies with APRA's requirements for liquidity
risk management by a general insurer. The policy outlines the
framework and proceduras in place to ensure an adequate and
appropriaie level of monitoring and management of liquidity,

Sound liguidity risk management implies maintaining sufficient
cash and marketable securities, the availability of funding
through an adequate amount of committed credit facilities and
the ability to close out market positions. The nature of insurance
activities means that the timing and amount of cash flows are
uneertain. The liquidity risk management policy is concerned
with ensuring the cngoing ability to meet the payment obligations
to policyholders and other creditors across a wide range of
operating conditions without suffering any significant additional
cost. These processes are principally in the control of the 1AG
Group treasury function.

Management of liquidity risk includes asset and liability
management strategies. The assets held to back insurance
liabilities consist predominantly of government securities (the
most liguid of securities} and other very high quality securities
which can generally be readily sold or exchanged for cash. The
assets are managed so as to effectively match the maturity profile
of the assets with the expected pattern of claims payments.

The debt securities are restricted to investment grade secuwrities
with concentrations of investments managed by various criteria
including issuer, industry, geography and credit rating. The
proportion, by market value, of the technical reserves fund
invested in high quality liquid assets for each group insurer must
exceed 35% of the fund balance. There is a transition period for
newly acquired businesses to comply with these policies.

A significant source of liquidity risk for the I1AG Group relates

to the interest bearing liabilities. The management of this risk
includes the issuance of a range of borrowings denominated in
different currencies with different maturities.

information regarding access (o unutilised credit facilities is
available in note 21.J.

The RES (refer note 1.HH} are a part of the fiquidity management
of the Consolidated entity. The ability to access external sources
of liquidity from domestic and international capital market raisings
is assisted by the strong financial strength rating of the 1AG Group.

ll. Reporting date information
For information regarding the significant liquidity risk exposures
as at reporting date refer to:

& note 11.F claims, maturity analysis; and
o note 21.0 interest bearing liabilities, matunity analysis.

D. USE OF DERIVATIVES

Derivatives are used across the IAG Group to manage various
risks. Derivatives are used solely to manage risk exposures and
are not used for trading or speculation. Given the complexity and
heightened risk typically associated with the use of derivatives we
provide information here summarising the use of derivatives.

A distinction is made between over the counter derivatives which
are individually negotiated between the contracting parties and
standardised derivative contracts traded on an exchange. Over the
counter derivatives theoretically bear higher risk. As the primary
purpose for using derivatives is hedging, any over the counter
derivatives used have been transacted with investment grade
quality financial institutions only.




@. CASH FLOW HEDGES

At reporting date, cash flow hedge accounting was applied in
relation to only a single economic hedge relating to the currency
and interest rate risk on the US subordinated term notes

{refer nate 21.C.11). -

b, NET INVESTMENT HEDGES

To manage the |AG Group's exposure to currency risk from
investing in foreign operations, the following arrangements were
designated as nel investment hedges for which hedge accounting
is applied:

i. New Zealand
AUD/NZD forward foreign exchange contracts are used to hedge
between 75%100% of the net investment in the NZ operation,

ji. United Kingdom

AUD/GBP forward foreign exchange contracts, cross currency
swaps, the GBP subordinated term notes, a portion of the
Euro and USD floating rate notes and an intragroup loan are
used to hedge between 75%-100% of the net investment in
the UK operation.

AUD/THB forward fereign exchange contracts and an intragroup
loan are used to hedge between 75%-100% of the net investment
in the Thailand operation.

iv. Malaysia

AUD/MYR forward foreign exchange contracts are used to hedge
between 75%—100% of the net investment in the Malaysia
based associate.

Each of these hedging relationships have been broadly effective
thraughout the current period or since inception with the smal!
amount of ineffectiveness recognised in the income statement.

¢. FAIR VALUE HEDGES
There was no fair value hedge activity during the year
{2007—none).

d. REPORTING DATE POSITIONS

The notional contract amounts associated with derivative financial
instruments which form arrangements for which hedge accounting
is applied together with maturity profile for the current reporting
period and reporting date fair value is provided below.

[ 2008 2007
Notional Notionat !
contract Fairvalue Fairvalus  contract  Fairvalue  Farvale |

Meturity profile amount assot lisbiltty amount asset liility
Within 1 year 1tc5 years Over5 years 1
‘ o $m $m $m $m $m $m $m $m $m |
Cash flow hedges
AUD/USD cross currency swaps - 250 - 250 - (162) 283 - (135)
Interest rate swaps - 350 - 350 -~ 14 - 400 - 10 -
Net investment hedges
AUD/THB forward foreign :
exchange contracts 131 - - 131 12 - 102 - -
AUD/NZD forward foreign :
exchange contracts 249 - - 249 13 - 148 - (2)
AUD/GBP forward foreign .
exchange contracts 490 - - 490 13 - 584 27 {4
AUD/GBP cross currency swaps 433 128 - 561 99 - 740 17 1
AUD/MYR forward foreign
95 - - 95 6 - 82 3 —

exchange contracls




While a variety of derivatives are used to hedge specific risks on various financial instruments, the majority of these derivatives are not
designated as part of a hedge for which hedge accounting is applied. These derivatives are measured at fair value with movements in
fair vatue being recognised in the income statement.

In addition to the derivatives described above, certain contracts entered into include embedded derivative features. Such embedded
derivatives are assessed at inception of the contract and, depending on their characteristics, are accounted for as separate derivative
financial instruments.

REPORTING DATE POSITIONS

The notional contract amounts associated with derivative financial instruments for which hedge accounting is not applied together with
maturity profile-for the current reporting peried and reporting date fair value is provided helow.

2008 2007
i Notionat Notional
i contract  Falr value  Falr value contract  Fairvalue  fairvalue
Maturity profile smount asset Nabiltty amount asset liability
Withinlyear 1tcbyears Over5 years
Sm $m $m $m $m $m Sm St $m

Presamted in investments (investment retated denvatives)
FOREIGN EXCHANGE CONTRACTS
QOver the counter:

Forward foreign exchange
contracts - 3 - 3 20 17) 608 - -

Exchange traded:

Forward foreign exchange

contracts - - - - 9 {9y - - 6 (7}
INTEREST RATE CONTRACTS

QOver the counter:

Interest rate swap contracts - - - - - - 361 - -
Exchange traded: .

Interest rate swap contracts - - - - - - 158 15 (16)
Futures 1,144 328 150 1,622 8 (4)y 4,182 3 -
EQUITY/INDEX CONTRACTS

Over the counter:

Share price index futures (24) - - (94) - (4) {96) - -
Options—purchased 2 - - 2 2 - 4 1 -
Cptions—written 2 ~ - 2 - - (2} - -

Presented in Urade and other receivables/payables (treasury related derivatives)
AUD/NZD forward foreign

exchange contracts 86 - - 86 3 - 154 - (3
AUD/USD forward foreign

exchange contracts : 17 31 - 48 - {5) 31 - {3}
AUD/GBP forward foreign

exchange contracts 126 - - 126 - (1} 152 1 -
Interest rate swaps 359 359 - 718 - - - - -
Cross currency swaps - 20 - 20 - (3) - - -
Embedded derivathve

RES exchange right* - - - - 69 - - - -

* The RES exchange right is an asset of the Parent.

Ili. Fair value information
The notional contract amounts associated with derivative financial instruments are no! recorded as assets or liabilities on the halance
sheet as they do not represent the fair value of these transactions.

The following technigues are used to determine the fair value of various derivative instruments:

a interest rate swap coniracts—the fair value is the estimated amount that the JAG Group would receive or pay to terminate the swap at ~
balance date taking into account current interest rates,; and

p forward foreign exchange contracts—the fair value is calculated by reference to current forward exchange contracts for contracts with
similar maturity profile as at reporting date.

EMBEDDED DERIVATIVE

8 The fair value of the RES exchange right has been determined as the difference between the fair value of the RES instrument as

a whole identified by reference to the ASX listed offer price at reporting date and the estimated fair value of an instrument with
comparable terms to those of the RES instrument but without an exchange right.
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A. CAPITAL MANAGEMENT STRATEGY

The capital management strategy plays a central rofe in managing
risk to create shareholder value whilst meeting the crucial and-
equally important objective of providing an appropriate level of
capital to protect policyholders’ and tenders’ interests and satisfy
regulators. Capital finances growth, capital expenditure and
business plans and also provides support in the face of adverse
outcomes from insurance and other activities and investment
performance.

‘The 1AG Group actively manages its capital on two key parameters:

a an estimated risk of ruin of no more than ene in 750 years;
and

8 maintaining a minimum Probabiiity of Adeguacy of at least 90%
on outstanding claims.

The amount of capital required to meet these parameters varies
according to the business and asset mix and is estimated using
dynamic financial analysis modelling, For ease of communication,
internally and externally, the IAG Group has translated the
outcome into a multiple of the MCR set by applying the APRA
methodology for measuring Australian licensed insurer capital as
if the rules applied to the IAG Group. On this basis, the 1AG Group
has been using a benchmark MCR multiple of 1.55 times for the
past three years. .

From 1 July 2008; the 1AG Group has revised its benchmark

of 1.55 times down to 1.50 times to reflect the increase in
regulatory capital charges that APRA has implemented in
relation to various asset classes. These changes have no effect
on the amount of capital the 1AG Group believes it requires to
hold to meet its risk appetite. The reduction in the benchmark
reftects the higher MCR now sought by APRA from the general
insurance industry.

Internal policies are in place to ensure significant deviations from
this benchmark will resutt in the Group’s board considering how
any shortfall should be made good or any surplus utilised.

i. Regulatory capital

All insurers within the IAG Group that carry on insurance business
in Australia are registered with APRA and are subject to prudential
standards which set out the basis for catculating the MCR which
is @ minimum level of capital that the regulator deems must be
held to meelt policyholder obligations. An insurer's capital base is
expected to be adequate far the size, business mix, complexity
and risk profile of its business and so the MCR utilises a risk
based approach to capital adequacy. |1AG uses the standardised
framework for calculating the MCR detailed in the relevant
prudential standard and referred to as the prescribed method
which is determined to be the sum of the capital charges for
insurance, investment, invesiment concentration and calastrophe
concentration risk. It is IAG Group policy to ensure that each of
the licensed insurers maintains an adequate capital position
from an entity perspective. The IAG Group voluntarily applies the
MCR prudential standards to the IAG Group as a whole, as if the
Consolidated entity was an APRA regulated entity (refer section D).

the MCR as required by APRA. The current target capital muttiple
for the Consolidated entity is 1.50 times (2007—1.55 times) the
MCR which is a'derivation of the required capital to meet the one
in 750 year risk of absolute ruin needed to maintain the target
credit rating (refer below). The policy atso requires management to
not take any action that would further reduce the capital multiple if
an identified minimum capital multiple is reached, currently set as
1.35 times MCR for the Consolidated entity, APRA aiso imposes
some restrictions on the composition of capital eligible to meet .
the MCR.

The IAG Group sets an ongoing capital target sufficient to maintain
a probability no larger than 10% per annum of the 1AG Group's
available Group capital being lower than 1.2 times Australian
MCR. This is also factored into the derivation of the 1.50 times
MCR target. .

Capital calculations for regulatory purposes are based on the
premium liabilities mode! which is different to the deferral

and matching model which underpins the measurement of
assets and liabilities in the financial statements. The premium
liabilities mode] assesses future ¢laims payments arnising from
future events insured under existing policies. This differs to the
measurement of the outstanding claims liability on the balance
sheet which considers claims relating to events that occur only
up to and including the reporting date.

tl. Economic capital

In conjunction with the considerations set out above, which are
important to the functioning of the business, consideration is
given to the operational capital needs of the business. Targeting

a capital multiple above the minimum regulatory requirement
aims to ensure the ongoing strength and security of the IAG Group
whilst suitably protecting policyholders and lenders.

An important influence on the capital levels is the payment of
dividends. The Consolidated entity aims to maintain cash earnings
payouts within a ratio range approved by the JAG board. In view

of the Group's recent performance, the final dividend has been

- reduced to 9 cents per share (2007—final dividend paid on

8 October 2007 was 16 cents per share).

The capital cbjectives are achieved through dynamic management
of the halance sheet and capital mix, the use of a risk based
capital adeqguacy framework for capital needs that relies on
explicit quantification of uncertainty or risk, and the use of
modelling techniques such as dynamic financiat analysis which
provide valuable input to the capital management process and
pravide the capacity to guantify and understand this risk/return
rade off. The influence on capital needs of product mix. the
reinsurance program, catastrophe exposure, investment strategy,
profit margins and capital structure are all assessed through the
dynamic financial analysis modelling.

B. CREDIT RATING

During the current financial year, S&F lowered the counterparty
credit rating of IAG to A+ from AA and the counter party credit
ratings and financial strength ratings of IAG's key wholly owned
insurers to AA- from AA. The outlook is stable.

Key wholly owned insurers within the IAG Group had the following
ratings pubtished by S&P at 30 June 2008;

{ENTITY ISSUER CREDIT RATING FINANCIAL STRENGTH RATING
Parent ’
Insurance Austratia Group Limited A+/Stable n/a
Licensed insurers
Insurance Australia Limited AA-/Stable AA-/Stable
IAG New Zeatand Limited AA-/Stable AA-/Stable
CGUY Insurance Limited AA-/Stable AA-/Stable
Swann Insurance (Aust) Pty Lid AA-/Stable AA-/Stable
IAG Re Labuan (L) Berhad n/a ' A+/Stable
IAG Re Australia Limited {formerly NZ) Insurance Australia Limited) AA-/Stabie ) AA-/Stable
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The IAG Group's capital comprises ordinary shares and interest bearing liabifities. The balance sheet capital mix at reporting date was:

CONSOLIDATED

Target 2008 2007

% % %

Ordinary equity ' ' 68 75 70
Interest bearing liabilities—hybrnid securities+ ’ : 12 6 8
Interest bearing liabilities—debt 20 19 22
100 100 100

* Cumently the only hybrid security on issue by the [AG Group is the RPS which have characteristics of both debt and equity.

The change in the balance sheet capital mix to reporting date has been primarily driven by the issuance of ordinary equity to fund
dividends, the repayment of $200 million of AUD RPS, the repayment of $300 miltion of AUD subordinated term notes, the repayment
of GBP unsecured notes and issuance of NZ$100 million of NZD subordinated term notes.

The capital disclosed above does not include the $550 million of contingent capital made available through the RES {refer note 1.HH),

D. REGULATORY CAPITAL COMPLIANCE

The insurers within the Consolidated entity have at all times during the current and prior financial year complied with the externally
imposed capital requirements to which they are subject. The MCR calculation for the Consolidated entity provided below is based

on applying in principle the APRA standards for individual entities to the consolidated position, pending the pubfication by APRA of a
comprehensive standard to determine prudential capital at a consolidated level (such a standard is currently undergoing a consultation
pracess). A similar basis is used for both the Australian and international insurance businesses.

CONSOLIDATED
2008 2007
$m $m
Statutory capltal
TIER 1 CAPITAL
Fundamental tier 1 capital
Ordinary shares 4,740 4,361
Reserves ‘ (7 (4)
Retained earnings/(accumulated losses) ) (458) 372
Excess technical brovisions {net of tax)" 359 431
Innovative residuat tier 1 capital
Reset preference shares, net of transaction costs . ) 350 549
Deductions frem tier 1 capitat™ . .
Treasury shares held in trust™ : ' (15) {36)
Goodwill {1,875) (2,222}
Intangible assets {585) (815}
Net deferred tax assets . {263) . {223}
Cther (49) {112)
Total tier 1 capital ) ’ 2,197 2,301
TIER 2 CAPITAL '
Subordinated term notes 844 1,151
Total statutory capital 3,041 3,452
Mintmum capital requirement
insurance risk 1,224 1,285
Investment risk ) ' 530 573
Investment concentration risk™ . - -
Catastrophe concentration risk 118 200
Total MCR . 1,872 - 2,068
MCR multiple 1.62 1.67

(i) The excess technical provisions represent the difference between the insurance liabilities incomorating a risk margin {refer note 11.G) on the balance sheet based
on the deferral and matching model and the insurance liahilities incorporating a risk margin equivalent to a probability of adeguacy of 75% used {or regulatory
reporting purposes based on the premium liabilities model.

(i} Certain assets that are considered acceptable from an accounting perspective are, from a supervisory perspective, considered 10 be generally not available
or of reduced vatue should an insurer encounter difficulties. Holdings of such assets are therefore requirad 10 be deducted from the regulatory capitat base,

{iii} The portion of the treasury shares hetd in trust that does not meet ellgibility criteria under APRA prudential rules. .

() The investment concentraticn nisk charge is zerc reflecting that the holding of particutar assets. including reinsurance recoveries, ant exposure to & particular
obliger, are sufficiently diversified for the purposes of the regulatory capital calculations.
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a the decrease in the insurance risk charge is due to reduction
in net insurance liabilities from the large amounts recognised
as at the comparative reporting date reflecting the June 2007
storms;

# the decrease in the investment risk charge is due to changes
in investment mix. The reductions in charges due to a decrease
in equity holdings during the year exceeded the increase in the
charges from increased exposure to subordinated debt issued
by banks. This debt carries a capital charge equivatert to
unfisted equities (10%) though the debt is issued by financial
institutions with strong credit ratings; and

w the decrease in catastrophe concentration risk charge is due
to increased reinsurance cover which became effective from
1 July 2007.

The MCR calculation does not include the $550 million of
contingent capitat made available through the RES (refer note
1.HH}, which if exchanged, would bring the MCR muitiple to
1.92 times (2007--1.94 times).

Changes during the year

refer to note 12.

From 1 July 2008 the capital factors to be applied for listed
equities and listed trusts has increased to 16% from 8%
and for unlisted equities, direct property, unlisted trusts and
investments classified as ‘other’ has increased to 20% from
10%. Changes have also been made to the treatment of
certain derivative and trust investments.

For unsecured reinsurance recoverables on outstanding claims
recognised from non APRA authorised reinsurers in relation

to reinsurance contracts entered into from and including

31 December 2008, capital charges will apply based on the
credit rating of the reinsurance counterparty on and after

the second balance date after the underlying claim event
occurred, Prior to this second balance date, an additional
charge will apply to reinsurance recoverables from non APRA
authorised reinsurers compared to those from APRA authorised
reinsurers. For undisputed reinsurance recoveries due and
payable a 100% capital factor is to be applied for those
amounts outstanding from a non APRA authorised reinsurer
for mare than six months,

The changes in the MCR calculation methadology noted above
do not apply retrospectively for the determination of regulatory
compliance and so have no impact on the reporting date
compliance position.

APRA have introduced a number of changes that will impact the
MCR calculation methodology going forward.

NOTE 35. NET TANGIBLE ASSETS

-~

CONSOLIDATED
2008 2007
S $

Net tangible assels per ordinary share

0.93 ' 0.90

Net tangible assets per ordinary share has been determined using the net assets on the balance sheet adjusted for minority interests,

intangible assets and goodwill.
NOTE 36. RESTRUCTURING PROVISION

CONSOLIDATED
2008 2007
$m $m
A. COMPOSITION

Other restructuring provision 1 ' 4
IAG Group restructuring 60 —
Balance at the end of the financial year 61 4

B. RECONCILIATION OF MOVEMENTS FOR THE FINANCIAL YEAR
Balance at the beginning of the financial year 4 4
Additions during the financial year 60 -
Settied during the financial year {3) -
Balance at the end of the financial year a1 4

All of the provision outstanding at the reporting date is expected 1o be settled within 12 months {2007—all}. The balance has not

peen discounted.

NOTE 37. EVENTS SUBSEQUENT TO REPORTING DATE

As the following transactions occurred after reporting date and did not relate to conditions existing at reporting date, no account has
been taken of them in the financial statements for the year ended 30 June 2008.

DECLARATION OF FINAL DIVIDEND

On 22 August 2008, a final dividend of 9.0 cents per share, 100% franked, was declared by the Company. The dividend will be paid
on 3 October 2008, The DRP will operate by issuing new ordinary shares to participants with no discount applied.
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DECLARATION.

in the opinion of the directors of Insurance Australfa Group Limited:
B the financial statements and notes 1 to 37, including all the remuneration disclosures that are contained in the remuneration report
of the direciors’ report, are in accordance with the Corporations Act 2001 including:

~ giving a true and fair view of the financial position of the Company and Consclidated entity as at 30 June 2008 and of their
performance, as represented by the results of their operations and their cash flows, for the year ended on that date; and

- complying with Australian Accounting Standards (including Australian Interpretations) and the Corporations Regutations 2001; and
® the remuneration report of the directors’ report complies with Australian Accounting Standard AASB 124 Related Party Disclosures; and
B there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due and pavable.

The directors have been given the declaration required by section 2954 of the Corporations Act 2001 from the chief executive officer and
chief financial officer for the financial year ended 30 June 2008.

Signed at Sydney this 22nd day of August 2008 in accordance with a resolution of the directors.

MM

Michael Wilkins
Director
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INLJEFICINLICIN
AUDITOR’S R

TO THE EQUITY HOLDERS oF INSURANCE AUSTRALIA GROUP LIMITED

e

REPORT ON THE FINANCIAL REPORT

We have audited the accompanying financial report of Insurance Australia Group Limited {the Company), which comprises the balance
sheets as at 30 June 2008, and the income statements, statements of recognised income and expense and cash flow statements for the
year ended on that date. a summary of significant accounting policies and other explanatory notes 1 to 37 and the directors’ declaration
of the Consolidated entity comprising the Company and its subsidiaries at the year’s end or from time 1o time during the financial year:

DIRECTORS' RESPONSIBILITY FOR THE FINANGIAL REPORT

The directors of the Company are responsible for the preparation and fair presentation of the financial report in accordance with Australian
Accounting Standards {including the Australian Interpretations) and the Corporations Act 2001. This responsibility includes establishing
and maintaining internal control relevant to the preparation and fair presentation of the financial report that is free from material
misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates
that are reasonable in the circumstances. In note 1.A, the directors also state, in accordance with Australian. Accounting Standard

AASB 101 Presentation of Financial Statements, that the financial report, comprising the financial statements and notes, complies

with International Financial Reporting Standards.

AUDITOR'S RESPONSIBILITY

Our responsibitity is to express an opinion on the financial report based on our audit. We conducted our audit in accordance with

Australian Auditing Standards. These Auditing Standards require that we comply with relevant ethical requirements relating to audit
. engagements and plan and perform the audit to obtain reasonable assurance whether the financial report is free from material

misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial report, The
procedures selected depend on the auditor’s judgement, including the assessment of the risks of material misstatement of the financial
report, whether due to fraud or error. In making those risk assessments, the auditor considers internal control refevant to the entity's
preparation and fair presentation of the financial report in order to design audit procedures that are appropriate in the circumstances,

but not for the purpase of expressing an opinion on the effectiveness of the entity's internal control, An audit atso in¢ludes evaluating the
appropriatenaess of accounting policies used and the reasonableness of accounting estimates made by the directors, as well as evaluating
the overall presentation of the financial report. '

We performed the procedures 1o assess whether in all material respects the financial report presents fairly, in accordance with the
Corporations Act 2001 and Australian Accounting Standards (including the Australian Interpretations), a view which is consistent
with our understanding of the Company’s and the Consolidated entity’s financial position and of their performance.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

AUDITOR'S OPINION
In our opinion:
the financial report of Insurance Australia Group Limited is in accordance with the Corporations Act 2001, including:

- giving a true and fair view of the Company's and the Consolidated entity’s financial position as at 30 June 2008 and of their
performance for the year ended on that date; and

— complying with Australian Accounting Standards {including the Australian Interpretations) and the Corporations Regulations 2001,
a the financial report also complies with International financial Reporting Standards as disclesed in note 1.A.

REPORT ON THE REMUNERATION REPORT

We have audited the remuneration report in the directors’ report far the year ended 30 June 2008. The directors of the Company

are responsible for the preparation and presentation of the remuneration report in accordance with Section 300A of the Corporations
Act 2001. Our responsibility is to express an opinien on the remuneration report, based on our audit conducted in accordance with
auditing standards.

AUDITOR'S OPINION
In our opinion, the remuneration report of Insurance Australia Group Limited for the year ended 30 June 2008, complies with
Section 300A of the Corporations Ack 2001. -

KPMGy

KPMG

Brian Greig
Partner

Sydney
22 August 2008
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f

ASX CUDES

Insurance Australia Group Limited's shares/ securities are listed
an the Australian Securities Exchange Limited (ASX} under:

w |AG (ordinary shares}; and
» LAGPA (reset preference shares).

Insurance Australia Group Limited's wholly owned subsidiary 1AG
Finance (New Zealand) Limited issued reset exchangeable securities
{RES} in January 2005 and they are listed on the ASX under:

% |ANG (RES).

ANNLIAL REPORT

Amendments to the Corporations Act 2001 have changed the
obligations of companies regarding the provision of annual reports
to shareholders. The default option for receiving annual reports
has changed from a printed copy to an electronic copy via IAG's
website at www.iag.com.au.

ANNUAL GENERAL MEETING

The 2008 annual general meeting (AGM) of Insurance Australia
Group Limited will be held on Tuesday 11 November 2008
commengcing at 10am at the Wesley Conference Centre,

220 Pitt Street, Sydney NSW 2000, Austratia. The AGM will be
webcast live on the internet at www.iag.com.au and an archive
version will be placed on the website to enable the AGM to be
viewed at a later time,

DNEINE VaTiNgG
Shareholders can lodge voting instructions electronically either
as a direct vote or by appointing a proxy for the 2008 AGM at

www.iag.com.au. The infarmation required to fog on and use
online voting is shown on your voting form.

GUESTIONS 10 THE AUDITOR
if you would like to submit a written question to the company's
auditor relating to the auditor's report or the conduct of the

audit please use the pre addressed envelope provided or fax
to +61 {0)2 8235 8220 by Spm on Tuesday 4 November 2008.

Alternatively you may submit a question, after completing
your voting instructions online. Members will also be given
a reasonable apportunity to ask questions of the auditor at
the AGM.

Dbl S0 DAY ASENT BT THGLH

Insurance Australia Group Limited no longer issues Australian
resident shareholders’ dividend payments by cheque.
Shareholders shoutd provide the Share Registry with their
alternative instructions as detailed below.

B S TS A R B
+ Paid directly into an Australian bank, credit union, building
society or nominated accaunt; or
2 Eligible ordinary shareholders can choose to participate in
iAG’s Dividend Reinvestment Plan (DRP) providing the option to
increase your shareholding without incurring braokerage or GST.

% Paid directly into an Australian bank, credit union, building
society or nominated account.
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MANAGE YOUR HOLDING

Using your SRN or HIN and postcode of your registered address
you can manage your holding online at www.iag.com.au/
shareholder/manage/index.shtmt where you will be able to;
view your holding balance;

view youf dividend payment history;

change your registered address; -

retrieve holding statements, including recent dividend payment
advices;

# set up direct credit payment instructions;

= set up DRP instructions;

sign up for electronic shareholder communications, including
the annual report via email;

® access personalised shareholder forms; and
w add/change TFN/ABN details.

You are strongly advised to lodge your TFN, ABN or exemption,

If you choose not to lodge these details with the Share Registry,
then Insurance Australia Group Limited is obliged to deduct tax
at the highest marginal tax rate (plus the Medicare levy) from the
unfranked portion of any dividend or interest payment.

Shareholders may complete a number of transactions or
request a form over the phone by contacting the Share Registry
on 1300 360 688.

ERAANL ALERT W ERVICE

You can now register to receive an alert directly to your
email address advising of new media releases, financial
announcements or presentations. You simply need to visit
our website at www.iag.com.au, click on the email alert
button and register your email address.

UWEDLIOTTED OFFEDS FOR AL BHARDS

IAG shareholders may have been contacted by organisations which
have offered to buy their shares at a price well below the current
market price they could receive if they sold their shares on the
ASX. Some unsolicited offers may also offer to buy your shares

at a price in excess of the current market price with instalment
payments over an extended number of years.

If shareholders receive an unsolicited offer ta sell their shares,
they should carefully consider their options when deciding whether
or not to accept it, particutarly if the offer is below the price that
the shares are trading on the ASX. Rather than accepting an
unsalicited offer, shareholders could consider either not aceepting
or if they want to sell their shares, sell them at the current market
price, through a broker who is licensed to trade on the ASX.

If you wish to sell your shares but would like more information,
you should seel independent financial advice.

LoiTEERER. BLIER

if you have a question, you can emaii your enquiry directly to
iag@computershare.com.au. i your question relates to a company
matter and the answer is not on our website, you can emait your
question to investor.relations®@iag.com.au.
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IMPORTANT DATES "

1AG year end 30 June
Full year results and dividend announced ' 22 August
Record date for final dividend 3 September
Annual report and notice of meeting mailout commences 2 October
Final dividend paid 3 October
Written questions for the auditor close {Spm) . 4 November
Voting form return closes {10amj) 9 November
Annual general meeting {10am) 11 November
{AG half year end 31 December

* Please note dates are subject 13 change.

TWENTY LARGEST SHAHEKOLDERS AS AT 25 AUGUST 2008

JPMorgan Nominees Australia Limited . 204,355,806 : 10.88
National Nominees Limitec 167,573,214 8.92
HSBC Custody Nominees (Australia) Limited 160,877,682 B8.57
Citicorp Nominees Pty Limited ' 51,659,803 275
Cogent Nominees Pty Limited 35,163,293 1.87
ANZ Nominees Limited <Cash Income A/C> 32,364,988 1.72
RBC Dexia Investor Services Australia Nominees Pty Limited <PIPOOLED A/C> 26,618,347 1.42
Citicorp Nominees Pty Limited <CFS WSLE Geared SHR FND A/C> 23,458,553 1.25
RBC Dexia [nvestor Services Australia Nominees Pty Limited <BKCUST A/C> 22,460,643 1.20
UBS Nominges Pty Ltd 19,122,368 1.02
Queensland Investment Corporation 18,999,427 1.01
Citicorp Nominees Pty Limited <CFS WSLE imputation FND A/C> 16,364,424 0.87
AMP Life Limited 13,760,981 0.73
Australian Reward Investment Alliance 13,458,518 0.72
Citicorp Nominees Pty Limted <CFS Imputation Fund A/C> 11,114,869 0.59
Citicorp Nominees Pty Lim:ted <CFS WSLE 452 AUST Share A/C> 10,615,173 0.57
HSBC Custody Nominees {Australia} Limited <A/C 2> 8,897,247 0.47
IAG Share Plans Nominee Pty Limited <tAG PAR Unallocated A/C> 8,554,910 0.46
Tasman Asset Managemeni Lid <Tyndall Australian Share Wholesale Portfolio A/C> 8,105,848 0.43
Citicorp Nominees Pty Limited <CFS WSLE AUST Share FND A/C> 7,750,140 0.41
Total for top 20 861,276,332 45,86
OF SHARRROGLL 5 AL AT 28 AUGLST 7008

HAN

584,751 305,857,135  16.28

1-1,000

1,001-5,000 305,366 472,239,340 25.14
5,001-10.000 6,304 43,909,405 2.34
10,001-100,000 3,103 64,864,187 3.46
100,001 and over 192 991,384,475 52.78
Total 899,716 1,878,254 542 100.00
Shareholders with less than a marketable parce} of 130 shares as at 28 August 2008 17,088 675,244

AT

Ordinary Interim  Fully franked ~ 13.5cents  $3.6443 14 April 2008
Ordinary Final  Fully franked 9.0 cents * 3 October 2008
*+ The DRP issue price for the final dividend is scheduled to be announced on 22 September 2008,

WL TANT R el e D A PROAHELY D ek
The one shareholder who had a substantial shareholding as at 28 August 2008 was Commonwealth Bank of Australia who
held 177,078,826 ordinary shares, representing 9.43% of the ordinary shares on issue {by notice dated 4 March 2008}.




IMPOHRTANT DATES

Record date for interim dividend 28 November
Interim dividend paid 15 Becember

* Please note dates are subject to change,
TWENTY LARGEST SECURITYHOLDERS AS AT I8 AUGUST 2008

JPMorgan Nominees Australia Limited o S 450,776 12.88

UBS Nominees Pty Lid 171,033 4.89
ANZ Nominees Limited <Cash Income A/C> 111,935 3.20
Citicorp Nominees Pty Limited 110,030 3.14
HSBC Custody Nominees {Australia} Limited 99,344 2.84
Citicorp Nominees Pty Limited <CFSIL CFS WS ENH Yield A/C> : 91,306 2.61
RBC Dexia Investor Services Australia Nominees Pty Limited <GSENIP A/C> ' 64,198 1.83
M F Custodians Ltd 59,503 1.70
UCA Cash Management Fund Limited 48,538 1.39
RBC Dexia Investor Services Australia Nominees Pty Limited <MLCI A/C> 41,848 1.20
Amada Investments Pty Ltd 39,500 1.13
UBS Wealth Management Australia Nominees Pty Ltd 36,690 1.05
ARGO Investments Limited 30,800 0.88
National Nominees Limited 29,073 0.83
G James Australia Pty Ltd 25,000 0.71
Mount Pritchard & District Community Club Ltd 21,000 0.80
Citicorp Nominees Pty Limited <CMIL CWLTH Income Fund A/C> 20,000 0.57
Dimbulu Pty Ltd 20,000 0.57
RBC Dexia Investor Services Australia Nominees Pty Limited <BKCUST A/C> 15,050 0.43
ANZ Trustees Limited <Diversified Income CF1 A/C> 12,209 (.35
Total for top 20 1,497,833 A2.80

RANGE 0F SECURITYHOLDERS A5 37 28 AUGLST 2008

1-1.000 S ' 3955 1,191,195  34.03

1.001-5,000 267 609,846 17.42
5,001-10,000 26 201,126 5.75
10,001-100,000 16 654,059 18.69
100,001 and over 4 843,774 24,11
Total 4,268 3,500,000 100.00
Securityholders with less than a2 marketable parcet of 6 securities as at 28 August 2008 1 4

Preing S GF A=

Preference S Interim  Fully franked $2.8232 17 December 2007
Preference Final  Fully franked $2.8277 16 June 2008
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WaI are committed to
minimising our Impact
on the envlronment.
This report Is printed
on envirpnmentally
responslble paper

Tudor RP 100% Recycled

is manuiactured under
Environmental Management
System IS0 14001. Fibrous
raw materials used in the
manufacture of Tudor RP
100% Recycled contains
100% pre consumer and

post consumer wasta fitre
saurced from printers'
waste, converting waste and
office waste. No additional
bleaching is used in the
recycling process.

We've also used organic
vegetable based inks
Organic inks circumvent the
hazardous eflects of the

" solvents in ink, because they
use vegetable based gils
such as linseed. canala or
soy instead of petroleum

based oils. Vegetable based
oils are, unlike petroleum,

a renewable source, and
are biodegradable. Qrganic
inks send little or no
volatile organic compounds
into the air, and produce
less 106 waste.

We're pleased with

the savings

By providing the option of
this new summary annual
review and reducing the
number of copies as a

result of changed'to the

law governing carporations,
we have saved 86 tonnes

of paper from the previgus
year's annuak report print
run, which amounts tc

more than 2,000 trees;

170 barrels of il

2.4 million litres of water;
and 350.000 kKWh electricity.

WWWIAG.COM.AL
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GROSSIW R IMSIE NIRRF I
A 5.8% Increase from the
previous year.

Gross written premium
{GWP} is the total amount of
insurance premiums we sold
to customers.

el (T

. |
EMERONEES A,@;Lt{;tu[.;i;“;
Remained level with the
previous year,

This is a measure of our
Australian employees’
engagement drawn from

our annual employee survey.

INSHRANC EBMARGIN]

Down from last year's 11.4%.
Insurance margin represents
our insurance profit as a
percentage of net earned
premium.

oY

INEigRe S SYA b RATA]

A decrease from last year's
$552m profit.

The net result after allowing for
income taxes and the share

of profit owing to minority
shareholcders.

@ -\W‘\
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ICHSTOMERIVATSE AN
Up from 83 last year.

This is an Index score of
customer satisfaction across
claims and sales and service
in our largest business,
Australian direct insurance.

(COMN NN NVE S TNV E R
Remalned level with the
previous year.

This is our total investment
(including sponsorships,
promotion, administration,
donations and employee
volunteer hours) across the
community in Australia.

FLOI ANB IVIDEND S

Comprises an interim

dividend of 13.5 cents per
ordinary share (cps) and

a final dividend of Scps,

fully franked.

Bividends are payments made to
holders of IAG’s ordinary shares.

[RS— o am fo——

i ONEONIVANE SIS SIDNS]
A 2.2% Improvement from

the previous year.

This is a measure of IAG's {:02
equivalent {CO,e) emissions
in Australia and New Zealand
(NZ) through, for example,
electricity use and paper
consumption.
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WHAI'S
HAPPENED.

INCREASED CLALNS FROW,
NATURAL PERILS. UP 272
SA0N THE BRIVIAOLS YIAD
While paying claims for damage
from storms and other natural
perils is a normai part of
doing business for an insurer,
1AG's businesses incuried
$502 million natural perils
claims costs, which is 22%
mare than the $411 million
incurred last year.

HOW WE'RE
RESPONDIN

LMPRCVING CUR
PERFCALANCE [N
AUSTRALIA AXD NZ

A key priority in our refined
corporate strategy is to
improve our performance in
our home markets of Australia
and NZ. Signhiticant operational
improvemenis are expected

to deliver annual savings of
around $130 million {before
tax) in Australia once fully
implemented, and we'll
benefit from annual savings of
$16 million {befare tax) in NZ.
A major focus will be to better
understand our customers’
needs and provide superior
customer experiences.

COMPLETITIVE CONDITIONS
IN MEY ARKETS

Soft conditions continued
in some of our key markeis,
impacting our financial
perfarmance, in particular
the Australian and NZ
commercial insurance and
the United Kingdom (UK)
motor insurance markets.

PURSUING SELECT
INTERMATIONAL GROVITH,
SCALING BACK IN THE UL

We will continue 10 pursue
select, complementary
international grawth, but

we're scaling back our UK
operations to focus solely

on the more specialised and
profitahle segments. principally
our successful Equity Red
Star specialist underwriting
business. This means we will
sell some of our UK based
mass market underwriting and
distribution businesses.

REDUCED INVESTRIZNT
RETURNS

Income on shareholders’

funds reduced to $24 million
compared to $301 million in
the previous year. Deteriorating
credit markets adversely
impacted the value of our bond
holdings, however we expect
to recaver this gver time.

This reduced our insurance
margin by 1.7%.

MORZ STREARALINED
QPERATING ACDEL

We have moved (o a new
operating model, creating

end to end businesses aligned
around customers, brands
and marketis. In this devolved
model, accountability and
responsibility are closer to the
end consumer. This provides
our operating businesses

the control they need to
better execule strategies

and manage performance.

RESTRUCTURING CO5TS

We have implemented changes
10 our corporate strategy

and cost savings initiatives

to improve our performance.
We incurred $350 mitlien in
impairment charges related to
our plan to scale back our UK
opersations. and the initiatives
implemented in our Australian
businesses have resulted

in a hefore tax restructuring
cost of around $60 million.
The benefits of these changes
will be visible in the 2009
tinancial year and beyond.

IMPROVZID QUTLOON

We expect our retined
corporate strategy, coupled with
improved operating conditions,
to improve shareholder value.
During the 2009 financial

year, we expect underlying

GWP growth of around 3%-5%
and reported GWP growth of
0%—2%. Our insurance margin
is expected to be above 10%.
This guidance is subject to

ng material movements in
foreign exchange rates or credit
spreads, and no caiastrophes
or large losses beyond

our allowances.




CHAIRIVIAN'S
REVIEW.

A DIFFICULT YEAR AND A DISAPPQINTING RESULT

During the past year, a wide range of factors adversely affected IAG,
resuliting in a very disappointing financial performance in 2008.
The board accepts responsibility for those factors within its
control, and as a result has initiated a program of decisive
changes, outlined in this regort,

ADVERSE CONDITIONS AFFECTING THE WHOLE MARKET
Difticult trading conditions were experienced across the entire
Australian general insurance industry, More severe and frequent
weather events caused higher levels of claims costs. At the same
time, the commercial insurance markets saw soft conditions with
very competitive premium levels. In an unfortunate coincidence of
timing, returns on investments in the share market were negative
and extra costs have been incurred from wider credit spreads.

All of these pressures reduced profitability across the industry.

UH OPERATIONS

In addition to these industry challenges, part of IAG's operations
in the UK, the mass market underwriting and distribution
businesses, performed poorly. These businesses represent
around 6% of the Group's revenue (GWP),

We entered the UK market at a time when pricing and underwriting
conditions were widely expected to improve. However, the rate of
recovery in the market has been slow and we now expect it will
take several years for profitability to be restored.

After considering a range of alternatives, the board and
management decided the best option would be to take action
and exit from the mass market underwriting and distribution
businesses in the UK, and this process is underway.

The other major part of our UK operations, the specialist motor
insurance underwriter Equity Red Star, continues to perform well
and operale profitably.

SIGNIFICANT CHANGES IN MANAGEMENT AND STRATEGY
The board clearly recognised the need far major changes
to occur to improve our profitability in terms of realising the
potential of our valuable brands and businesses.

Following the resignation of Michael Hawker, Michael Wilkins was
appointed as CEQ. Michael Wilkins has more than 25 years of
insurance and financial services experience. Before joining 1AG
in November 2007 as chief operating officer, he was managing
director of Promina {the former owner of insurers AAMI, Vero and
Australian Pensioners Insurance Agency). He is well qualified to
lead iAG as it embarks on a new direction.

In early July. Michael Wilkins outlined to the market a revised
strategy and business operating model, changes in the
management team, substantial cost reductions, and the

exit from some parts of our UK aperations mentioned eartier.
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MOST CHALLENGING WITH A WIDE RANGE OF
FACTORS SEVERELY AFFECTING OUR FINANCIAL
PERFORMIANCE. WE HAVE TAKEN DECISIVE
ACTIONS TO IMPROVE PERFORMANCE AND,
ULTIMATELY, SHAREHOLDER VALUE.

We believe this revised strategy and
operating model will restore vaklee and
profitability, Further details on this, and the
Group's results for the 2008 financial year,
are contained in the CEQ’s review.

On behalf of the board, { would like

1o convey my thanks to former CEQ
Michael Hawker, who made a significant
contribution to the Group.

BOARD CHANGES

In addition to the management team
changes mentioned abave, the board

is also undergoing renewal with the
retirement from 31 August 2008 of
Neil Hamilton and Rowan Ross. These
direciors were instrumental in guiding
the Group through a period of growth
and development after demutualisation,
and | thank them for their contribution.

A new non-executive director, Philip
Twyman, has been appointed.

Philip has extensive business experience,
particularly in the insurance sector,
working in significant roles in both
Australia and the UK. He was formerly

a director of Insurance Manufacturers

of Australia, a joint venture between 1AG
and the Royal Automaobile Club of Victoria
(RACV), and a group executive director

of Aviva plc, one of the world’s largest
insurance companies. Previously, he held
a number of senior executive positions in
Aviva, AMP and General Accident plc.

We will also continue to look to strengthen
the composition of the board through

the appointment of new directors with
relevant experience.

CHAIR ROLE

lintend to stand for re-election at the annual
general meeting in November 2008, on the
basis of providing continuity and stability
during the major changes in managemeni
and strategy. At the same time the board

is aware of the need for a planned and
orderly succession in the Chair role and

is addressing this issue in accordance

with proper governance principles.

QBE TAKEOVER PROPOSAL

QBE Insurance, which mainly operates in
international commercial insurance markets,
sought to take advantage of the current
hetter insurance cycles in its business to
attempt to acquire IAG at a low price in

this current negative cycle in Australia.

Whilst QBE described its approach

as a ‘friendly merger’, it required
control, without offering a satisfactory
premium to IAG shareholders for the
signiticant benefits it sought to capture.
There was little discussion by QBE on
quantifying these benefits and how
they should be shared.

QBE did not make a formal or complete
offer at any stage, but instead stipulated
it required a unanimous recommendation
from the board of I1AG to provide the
support necessary to carry a Scheme

of Arrangement with shareholders. QBE
declined to put a general takeover offer
to IAG shareholders, which could have
been judged on its own merits.

The IAG board acknowledged {and still
believes) that substantial benefits could
result from combining these businesses
and indicated its willingness to explore
these. However, the proposed price was
too low to adequately reflect the inherent
value of IAG's businesses and brands.
The board could not recommend this
takeover proposal and, as a result, QBE
decided to withdraw it.

The acquisition formula proposed would
have been mainly paid in QBE shares,
which meant that the imptied value of

the proposal fluctuated depending on
relative movements in the two share prices.

The IAG board did not consider it was
being offered sufficient transparency or
time to properly assess the QBE share
value as a basis for recommending such
an exchange to IAG shareholders.

Since the proposal was withdrawn, we have
focused on driving forward with our new
strategies to enhance shareholder value.

CAPITAL

IAG’s capital position remains strong.
At 30 June 2008, we had a multiple
of 1.62 times our minimum regulatory
capital requirement.

We also maintain the highest financial
strength ratings from Standard & Poor's
of any Australian based insurer, despite
a one notch downgrade to our ratings during
the year. Our very strong rating of 'AA-'
for each of our key wholly owned insurers
is a reflection of their financial condition.

DIVIDENDS

Your board has decided not to continue
paying dividends which exceed 100% of
our profit in these difficult times.

As a result, we will pay a fully franked
dividend of 9 cents per ordinary share
{cps) on 3 October 2008. This brings

total dividends for the year to 22.5¢ps,
fully franked, down 7cps from the previous
financial year.

LOOKING FORWARD

I armn confident we are implementing the
right strategy and operating structure and
have the management team to improve
our financial performance.

For the 2009 financial year, we are
targeting an insurance margin in excess
of 10% and dividends will be based around
a target payout range of 50%-70% of
reported cash earnings, and will continue
to be fully franked for the foreseeable |
future, This guidance is subject to

no material movements in foreign
exchange rates or credit spreads, .

and no catastrophes or large losses
beyond our allowances.

| believe the actions being taken should
give shareholders confidence that we are
building a stronger future for your company.

JAMES STRONG
Chairman



CEU'DS
- REVIEW.

In my first report to you as Chief Executive Officer, | would like to
start by saying | feel very honoured to be given the opportunity
to lead a company with such a strong heritage, iconic brands
and long track record in helping customers in times of need.

However', there is no doubt the recent past has been challenging
for the Group.

Increased claims costs relating to more severe and frequent
natural perits, coupled with continuing difficult trading conditions
in key insurance markets and widening credit spreads, have
severely impacted our performance for the 2008 financial year.

While these factors have been felt across the entire Australian
general insurance industry, we are not making excuses for poor
performance. We have acknowledged we need to do better,
and have undertaken a thorough review of all aspects of the
organisation.

We are now in the process of implementing the results of the
review, including a refined corporate strategy and operating
medel, designed to significantly improve performance.

REFINED CORPORATE STRATEGY

Some time ago, IAG took a stratégic decision to focus on
general insurance rather than branching out into other
classes of insurance or businesses. This hasn't changed—
our business remains focused on general insurance.

Qur refined strategic intent is to create a portfolic of high
performing, customer focused, diverse operations that
provide general insurance in a manner that delivers superior
experiences for stakeholders and creates valye for shareholders.

Taking this portfolio management approach should enable us to
deliver a more consistent performance, despite owning a group
of general insurance businesses operating at different stages
in both economic and insurance cycles.

We'll be measuring our financial success based on two key
targets which we aim to achieve through the cycle—to deliver top
quartile total shareholder return and a return on equity greater
than 1.5 times our weighted average cost of capital. This equates
to a return on equity of around 15% through the cycle.

Meeting customer and employee measures across each business
wilt be criticat to our success, and at the Group level our clear
focus is on sustainable profitability.

4 IAG ANNUAL REVIEW 2008
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IMPROVE. WHILE THE FUNDAMENTALS OF
OUR BUSINESS REMAIN STRONG, WE ARE
TAKING IMMEDIATE ACTIONS TO IMPLEMENT
A REFINED CORPORATE STRATEGY WHICH,
COUPLED WITH IMPROVEMENTS IN OUR
OPERATING ENVIRONMENT, WILL LIFT
OUR PERFORMIANCE MOVING FORWARD.

Our refined strategic priorities are to:

o improve performance in Australia and
NZ, the Group's two biggest markets;

@ pursue select internationa! growth
opportunities, particularly in Asia ang
other specialist markets in which we
operate;

o establish a devolved operating model
with the businesses given end to
end authority, accountability and
responsibility for performance; and

o drive operational performance and
execution,

DELIVERING OUR REFINED STRATEGY
We have taken immediate action to
implement our refined strategy, as
highlighted below.

Improving performance in Australia and
New Zealand

A key priority is to refocus on our home
markets of Australia and NZ.

Qur largest business, Australian direct
insurance—which operates under brands
including NRMA Insurance, SGIO and
SGIC—delivered an insurance margin

of 11.1% during the year. This is an
acceplable margin, but one we think we
can improve further by delivering superior,
differentiated customer experiences and
ensuring we manage our costs.

Our intermediated insurance business

in Australia, CGU, continued to face
challenging, soft commercial insurance
market conditions. In fine with our strategy,
we maintained our pricing discipline and

. as a result, lost some market share.

We believe conditions are now starting

to improve, and expect CGU’s underlying

insurance margin to benefit from targeted -

rate increases and efficiency initiatives.

The profitability of our NZ business
was adversely impacted by significant
claims from natural perils, including
severe storms and the largest losses
from an earthquake in many years
as well as continued soft commercial
market conditions.

We are making significant operationat
changes to improve our performance
across each of these businesses. in
Australia, we expect to benefit from befere
tax annual savings of $130 million once
the initiatives are fully implemented
{expected to be from September 2008)
and in NZ we will benefit from before

tlax annual savings of $16 million from
the 2009 financial year.

These initiatives are designed to help us
refocus on the best performing parts of our
business and reduce expenses. Above all,
a major focus will be to better understand
our customers’ needs and provide superior

customer experiences. We will improve how

we segment and prioritise our customers,
refine our pricing and underwriting
disciplines and become moere innovative
in 1the products and services we deliver.

Scaling back our operations in the

United Kingdom

tn the UK, our specialist underwriter,
Equity Red Star, maintained its unbroken
track record of profitability, but market
conditions -have presented significant
challenges for our mass market
underwriting businesses. We don't expect
these conditions to substantially improve
for at least another two years,

As a result, we have decided to scale
back our UK operations, and will
concentrate on being a specialist motor
insurance underwriter through Equity Red
Star. This means we will look to sell or
restructure some of our mass market
underwriting and distribution businesses.

Pursulng growth in Asia and other
select markets

Asia remains an important market for
our future growth.

Our existing businesses in Thailand and
Malaysia continued to grow during the year
and we maintained our focus on creating
value and driving profitabitity through
transferring core skills and capabilities.

We'll continue to grow organically, and
selectively pursue acquisitions to build

on our existing presence in these markets.
Qur preference is to acquire small,
complementary businesses rather than
large investments as we consolidate our
existing position. ’

The general insurance markets in India
and China are our priority for medium
term growth. In India, we announced our
ptans to establish a general insurance
jeint venture with India’s largest bank,
the State Bank of India, providing us
with a significant opportunity in this high
growth market. We are also assessing a
number of general insurance acquisition
opportunities in China,

A new eperating model

We have moved to a new operating
model, creating end to end businesses
aligned around customers, brands

and markets. In this devolved model,
accountability and responsibility are closer
to the end consumer. This provides our
operating businesses the control they
need to execute strategies and manage
performance, but within an overall
Group framework.

FINANCIAL RESULTS

The success of our refined strategy is
imperative 10 the future success of 1AG,
however, putting the strategy into action has
incurred one off costs which have affected
our result for the 2008 tinancial year.

We incurred $350 million in impairment
charges related to our plan 1o scale back
our UK operations, and the initiativgs
Implemented in our Australian businesses
have resulted in a before tax restructuring
cost of around $60 million.

When combined with the financial

effects of operating in an environment
characterised by continuing soft cycles

in some of our key markets, another year
of high claims from natural perils and
volatile investment markets, these factors
contributed to the Group reporting a net
loss after tax for the 2008 financial year
of $261 million.



CONTINUED

Qur insurance profit was $448 million,
compared with $767 million the previous
year, which represented an insurance
margin of 6.1%, down from 11.4% last year.

The impact of widening credit spreads
reduced our result by $122 million,

or 1.7% on the insurance margin.

Income generated from shareholders’
funds also reduced significantly to $24
million compared to $301 million last year.

In this context, the board declared a
reduced final dividend of @ cents per
ordinary share (cps). This takes the full vear
dividend ta 22.5¢ps, fully franked, which is
a reduction of 7cps from the previous year.

As mentioned, we know we need t¢ do
better. We believe the initiatives we are
taking, coupled with improvements in
our operating environment, will help

us improve our financial performance
and deliver an insurance margin in the
2009 financial year in excess of 10%.

OUR EMPLOYEES

Regrettably, our refined corporate strategy
also means we have rationalised the
number of employee and executive roles
across our businesses. Where possible,
this has been accomplished through
natural attrition and redeployment,

but unfortunately there have been
regundancies. This is undesirable out
necessary to ensure the business can
imprave its performance. Throughout this
process, we have followed procedures 1o
ensure employees are treated fairly and
ensure minima! impact to the teams who
service our customers,

I would like to publicly acknowledge those
employees leaving the Group and thank
them faor their contribution. In particuiar.

1 would like to pay tribute to the former
members of the executive team for their
outstanding service to the organisation.

| would also like to express my sincere
thanks to former CEC Michael Hawker
for inviting me into the organisation, and
for being so generous with his time while
I was learning about our organisation.

6 IAG ANNUAL REVIEW 2008

On behalf of all employees I'd like to
thank Mike for his leadership over the
past seven years.

{ am very proud of the way our employees
have continued to operate professionally
and with integrity in the face of the

many challenges we have experienced.

I'm pleased to report that the overall
engagement of our employees remained
level with the previous year, based on an
employee survey conducted early this year,
with many businesses scoring in the ‘best
employer' zone,

| don't underestimate the amount of
hard work and effort contributed by our
people and | thank all employees for their
ongoing commitment to our organisation.
Our people are the key to positioning our
business for ongoing success.

IMPROVING OUR SUSTAINABILITY

We view the changes we're making

as necessary to ensure we build a
stronger organisation for our customers,
employees, shareholders and other
stakeholders with whom we interact,
despite the short term impacts.

Our commitment to improving our
performance against nen financia!
measures remains as important as our
financial performance improvements.
We have integrated a summary of our
non financial results into this annual
review, on pages 17 to 20,

I'm pleased that our customer satisfaction
index score for our largest business,
Australian direct insurance remained high
at 84, and our businesses introduced a
number of sustainable insurance products
for customers.

Many of our employee indicators remained
stable, however we acknowledge that
work and investment must continue to
build a maotivated, engaged and high
performing culture, operating in a safe
working environment.

in line with our 2012 carbon neutral
commitment, we've made progress in
reducing our CO,e emissions this year.
We will continue to support initiatives
that improve the energy efficiency of the
buildings we occupy which benefits not
only the environment, but reduces our
own costs.

We are proud to have been included
again in the Global 100 Most Sustainable
Corporations in the Wortd and Dow Jones
Sustainability Indexes. While recognising
that these benchmarks illustrate our
leadership, the bar is high. We know we
must continue to rise to the challenge

of explaring new ways to maintain our
leadership position by delivering superior
cutcomes far our customers, employees
and shareholders.

POSITIONED FOR THE FUTURE

During the 20089 financial year, subject to
the caveats mentioned earlier, we expect
our underlying GWP to grow 3%-5%.
Reported GWP is expected to grow around
0%-2% due to our strategic decision to
scale back our operations in the UK, and
the expected effect of the introduction

in New South Wales (NSW) of six month
compulsory third party (CTP) policies
(otherwise known as ‘green slips’).

We expect our insurance margin to be
above 10%, This margin now includes
corporate expenses and the NSW
insurance protection tax, which were
previously reported separately and equal
to about 1% of the reported margin.

| firmly believe the fundamentals of ocur
business remain strong and I'm confident
that our refined corporate strategy, coupled
with improvements in our operating
envircnment, will improve shareholder value.

AN Y

MICHAEL WILKINS
Managing Director and
Chief Executive Officer
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portfolio of businesses, exiting
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A portfalio of high gerforming,

customer focused, diverse

operations providing generat

insurance in a manner that

delivers superior experiences

for our stakeholders and

creates shareholder valve.
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Improve our performance
in our home markets of
Australia and NZ.

Pursue selective international
growth options—in Asia and
other specialist opportunities.

Implement a devolved
operating model,

Drive operational performance
and execution.
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QOver the cycle, we aim
to deliver:

- top quartile total
sharehplder retumn; and

- return an equity of more
than 1.5 times the weighted
average cost of capital.




| 3 WITH LEADING
AND ESTABLISHED BRANDS
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Motor O Home {0 Short-tail commercial
£ Workers' compensation @ CTP

Australia © NZ O UK @ Asia

@ Liability ® Other short-tail

IO N S SRV S CAANG L ST NG ANE S
We have some of Australia’s Gross written premium $5.494m $5,488m
leading general insurance
businesses and iconic Net earned premium $5.169m $5,126m
brands. We offer a range
of products both direct 10 Insurance result $486m $671m
customers (through a netwark A o N
of branches. franchises and Insurance margin 9.4% 13.1%
country service centres, as
well as call centres and online)
and through intermediary
channels {brokers, authorised
tepresentatives. financial
institutions and motor dealers).
We are NZ's leading general Gross written premium $974m $968m
insurance provider across )
both direct and intermediated Net eared premium $845m $860m
channels, holding approximately
36% of the NZ general Insurance result $(17)m $86m
insurance ma . .
rket Insurance margin (2.0)% 10.0%
We have a specialist general Gross written premium $1.125m £725m
insurance undenwriter in the
UK, Equity Red Star. We are in Net earned premium $999m $592m
the process of scaling back cur
mass market underwriting and Insurance result $28m $30m
distribution businesses, .
Insurance margin 2.8% 5.1%
IAG has a growing presence Gross written premium $174m $168m
in Asia with general insurance
interests in Thaitand Net earned premium $1.32m $130m
{NZI and Safety Insurance)
and Malaysia (AmAssurance). Insurance result $3m $9m
We are also selectivel .
Ve Insurance margin 2.3% 6.9%

pursuing growth options
in India and China.
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National Roads and
Motorists® Association
(NRMA) starts providing
motor insurance to its
members in NSW and the
Australian Capital Territory.

AREREOFS
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NRMA Insurance acquires
State Insurance in NZ.

NRMA Insurance acquires
the in-force policies and
renewal rights to the

HIH Australian workers’

compensation husinesses.

NRMA Insurance sells its
Building Society.

NRMA Insurance puts
its inwards reinsurance
portfolio into run off.
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NRMA Insurance begins
underwriting home

ingurance.
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NRMA Insurance changes
its name to Insurance
Australia Group (IAG).
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NRMA Insurance expands
interstate, launching in
Victoria.

CNANINED
SANTROTS).

IAG acquires general
insurance businesses in
Australia and NZ of CGU
and NZI from Aviva.

IAG acquires Zurich
Insurance's NSW workers’
compensation business.

JAG sells its health
insurance underwriting and
claims operation.

IAG increases its interest in
China's CAA to 100%.

e NN
S RS
A PR
NRMA Insurance launches
in Queensland.

AN
ST,

Cla/ N

.t 1AG sells its tinancial

services business,
ClearView,

1AG's NZ business acquires
a 50% interest in Mike
Henry Travel Insurance.
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NRMA Insurance acquires .. NRMA Insurance acquires . NRMA Insurance signs a joint . NRMA Iasurance Group
MLC Building Society. an interest in Thailand's venture agreement with RACV. Limited lists on the Australian
Safety Insurance. Securities Exchange (ASX).
: NRMA Insurance acquires
NRMA Insurance acquires an interest in China's CAA.

SGI0 {including SGIC).
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1AG's NZ business acquires .. IAG increases its interest .. |AG acquires Equity
specialist underwriters in Safety Insurance in tnsurance Group in the UK.
National Auto Club and Thailand 1o almost 100%.

Clipper Club Marine.
1 1aG's NZ business acquires
IAG acquires Royal & a 51% stake in mechanical

SunAlliance’s general warranty insurance
insurance business in company DriveRight.
Thailand.

.. |AG acquires a Lloyd's
IAG acquires a 30% managing agency and
interest in Malaysia’s specialist Asian syndicale,
AmAssurance. branded Alba Group.

.: 1AG's NZ business
increases its interest
in Mike Henry Travel
Insurance to 100%.

.: |AG acquires Hastings
Insurance Services and
Advantage Insurance in
the UK.

1




JVUR

PERFORMANCE.

FOLLOWING A MASSIVE
HAILSTORM IN WESTERN
SYDNEY, NRMA INSURANCE
QUICKLY MOBILISED

IN RESPONSE, WITH
INNCVATIVE SOLUTIONS

TO HELP CUSTOMERS.

AUSTRALIA

DIRECT INSURANCE

ENANCIAL PERFORMANCE 2008 2007 :
Gross written premium  s28a1m  s2,889m
Net earned premium $2 806m $2,788m
Insurance profit $312m $451m
Insurance margin i1.1% 16.2%

MAJOR EVENTS IN 2008
m Severe storms increased
claims costs.

a Industry remained competitive
but pricing was rattonal, with
premium increases reflecting
higher ¢laims costs. ’

o Qur customer satisfaction and
renewals remained high,

OPERATIONAL REVIEW
Qur Australian direct insurance
division, IAG’s largest business which
contributes about 38% of the Group's
revenue, grew GWP by 1.8% during

" the year to around $2.9 billion.

We saw our strongest GWP increases
in NSW, Queensland and Western
Australia. Nationally, our short-tail
portfolio (home and motor insurance)
grew GWP by 3.9% and we maintained
our NSW CTP market share at

around 38% (as measured by car
registrations}.

Our insurance profit was $312 million
compared with $451 million in the
previous year. A major contributor

to this decline was increased storm
costs during the year, most notably
the severe storms which struck
western Sydney in December 2007,
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We also experienced higher repair
costs, lower releases from prior
years' claims reserves and the
impact of widening credit spreads.
These factors contributed to a
decline in our insurance margin.

Premiums have increased across
most personal insurance lines to
reflect the increased claims costs.

Cur customer satisfaction index score
remained high at 84 and retention
rates among our home and motor
insurance customers continued to
exceed 83%.

OUTLOOK ¥OR 2009

We are focused on tightly managing
expenses and claims costs and
ensuring risks are priced appropriately
to position our business to improve
returns. We will deliver a substantial
portion of the Group's $130 million
annual savings (before tax), with
initiatives tracking to schedule.

Above all, our aim is to better
understand our customers’ needs
and provide superior customer
experiences,

by LT T ) T Ty ik
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In the days following the destructive December
2007 storm, NRMA Insurance recelived more
than 25,000 claims, equalling the number
usually received from this area in six months.

Teams from across the business quickly
mobilised to begin the mammoth repalr and
rebuilding effort. A catastrophe assessment
centre was opened where more than 2,000
motor claims were assessed weekly—

a ten fold increase for the region.

The home repair process was complicated by
a shortage of tradespeople over the summer
hotiday period and proionged, unseasonably
wet weather. In almost half of the 60 days
after the storm, rain either disrupted or
prevented roof repairs.

The industry attracted criticism from media,
government and residents who believed insurers
were taking too long to fix customers’ homes.

NRMA Insurance stood out from competitors
for its determination to battle through the

wet weather and fulfil Its insurance promises.
fn conjunction with suppliers, NRMA Insurance
pioneered an ‘umbrella’ repair system which
used a crane to hoist a marquee over damaged
reofs while repairs were underway. A scaffold
system to cover roofs was also used.

NRMA Insurance was the only insurer able
to complete wat weather repairs and the
extraordinary response of NRMA Insurance
people during the event drew praise from
the then NSW Emergency Services Minister
Nathan Rees. '



TS HARD WORK TO

KEEP A SMALL BUSINESS
RUNNING. YET FOUR IN FIVE
AUSTRALIAN BUSINESSES
RISI{ CLOSING DOWN
BECAUSE THEY DON'T HAVE
ADEQUATE INSURANCE. ‘

AUSTRALIA
INTERMEDIATED INSURANCE

lLFINA!’*!CIAI. PERFORMANCE 2008 2007:

Gross written premium i $2,553m $2,600m
Net earned premium 5$2,363m $2,338m
insurance profit $174m $220m
Insurance margin . 7.4% 9.4%

MAJOR EVENTS IN 2008

o Challenging conditions as
the soft commercial insurance
cycle continued.

o CGU remained committed
to disciplined pricing.
o Some market share ceded,
_ but underlying insurance margins
beginning to improve.

OPERATIONAL REVIEW

Qur Australian intermediated
insurance division, known as CGU,
was restructured in April 2008 to
integrate IAG's former commercial
insurance and business partnerships
businesses. The division now
includes all insurance sold through
intermediaries, including brokers,
authorised representatives, financial
institutions and motor dealers,
predominantly under the CGU and
Swann Insyrance brands.

CGU's GWP declined by 1.8%
compared to the previous year,
reflecting our commitment to
maintaining disciplined pricing.
Targeted rate increases have resulted
in a loss of some business, however,
we believe we have a responsibitity
to continue to price insurance

at sustainable ievels rather than
underpricing those risks.

Winning new business in this
environment was very difficult, but
CGU's engoing focus on customer
_relationships has supported
retentian rates, which remained
steady at around 80%.

Profitability continued 1o be
supporied by prior years' claims
reserve releases, although at lower
levels than last year. Qur insurance
margin reduced by 2.0% for the
vear, reflecting declining GWP, lower
reserve releases and widening
credit spreads.

However, the underlying performance
is beginning to improve through a
focus on profit rather than growth,
strict control of expenses and
productivity improvements. We also
continued 1o introduce initiatives to
,differentiate CGU through innovative
products and services, such as
Right Cover (see case study).

OQUTLOOK FOR 2009

GWP growth is expected to remain
flat for the coming year as we focus
on restoring profitability rather than
pursuing unprofitable market share.

The underlying insurance margin

is expected to improve as we
realise the benefits of targeted rate
increases and efficiency initiatives,
which will help us deliver a portion
of the Group's $130 million annua!
savings (before tax).

IS ISR CHEI QVE IV EANSINGIV O RE
IS B S INES S

CGU's research shows four out of five
Australian businesses are underinsured,
on average by as much as 3B%.

' That's why CGU has developed Right Cover,

an innovative, simple and cost effective service

" deslgned to ensure small businesses get the

right level of insurance.

As part of Right Cover, a toss adjuster will
review a small business owner's assets, trading
profits and insurance requirements and produce
a comprehensive report, including insurance
recommendations. .

When the business owner accepts and
implements these recommendations, CGU will
increase their insurance policy limit by a further
20% above the recommended levels, at no
additional cost.

And while the price of the service, which

has been developed to be affordable for smal!
and medium enterprises, is only paid once,
these benefits continue to apply to business
insurance policies for an agreed period, as
CGU will automaticatly index the sums insured
by the consumer price index.

Having the right level of insurance can make
all the difference when risk becomes reality.

Right Cover is just one of the ways CGU is
developing innovative products and services
to differentiate our business and provide
superior customer experiences.
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SUSTAINABLE INSURANCE
PRODUCTS HELP NZi
STAND OUT, WHILE HELPING
CUSTOMERS REDUCE THEIR
CARBON FCOTPRINT. .

NEW ZEALAND

| FINANCIAL PERFORMANCE 2008 2007 |
Er:ss written premium $974m o $968m
Net earned premium $845m $860m
insurance protit/(10ss) $(17)m $86m
Insurance margin (2.0)% 10.0%

[ I Vit E e o gal T
PO L SR
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MAJOR EVENTS IN 2008
& Industry profitabifity at a seven
year low*,

o Claims costs increased
significantly, including severe
storms and the largest
lasses from an earthquake
for many years.

B Commercial insurance market
remained soft, but is improving.

OPERATIONAL REVIEW

It's not enough to be sustainable yousself.
You aiso need to help others reduce thelr
environmental footprint.

In our intermediated business,
operating under the NZI brand,
we grew our share in key segments,
expanded our product range and

. focused on deepening our strategic
business partnerships. We are proud
that NZI was awarded Insurer of
the Year by the Insurance Brokers
Association.

That's the philosophy behind N2ZI's suite of
sustainable insurance products, the first of
their kind to be offered to NZ consumers.

NZI's personal insurance policies reward
custemers for being energy efficient, at

. . home and on th N
In our direct business, under the @ and on the road

State brand, custamers were migrated
to a new technology platform which

Features of the products Include:

0 a 10% discount for those who drive less

GWP grew 2.4% in local currency terms
during the year. Offsetting this growth,
claims costs increased almost 14%
more than the previpus year to over
$600 millicn, which contributed to our
NZ businesses recording a loss.

The increased claims resulted
primarily from severe natural
catastrophes, including extreme
floods in Northland and an
earthquake in Gisborne. Combined,
these events cost the general
insurance industry more than

$90 million*. We also experienced
an unusually high number of claims
throughout the year, and repair costs
rose, As a result, premiums increased
across most insurance classes.

In a year of significant claims and
hardening rates, it's pleasing to see
customer satisfaction remained
high at 87%. Retention also
remained stable.
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will allow a more granular approach
1o pricing. We were not active in
marketing during the migration which
contributed to slower growth, but a
new campaign is expected to support
growth in this business.

OUTLGOK FOR 2009

Our GWP growth and insurance
margin are expected to improve

as NZI benefits from hardening
commercial insurance rates and our
direct business regains momentum.

In addition, productivity initiatives
have reduced our cost base, and we
expect annual savings of $16 million
per annum before tax going forward
from 2009.

*  Source: Insurpnee Council of New Zealand.,

than 5,000 kilometres a year—or 15%
if those customers also drive a hybrid
or fuel efficient vehicle;

o home building contents cover which enables

customers to replace whitegoods with
. energy efficient equivalents; and

o up to an additional $20,000 cover on
building claims to install sustainable

features when rebuilding after a total loss.

The products difterentiate NZI in a business
environment where customers increasingly
want to deal with sustainable companies.

Our businesses in NZ are also focusing

on their own environmental performance—

over the last three years, office paper
consumption has fallen by 26%, fuel use

has dropped 21% and alr travel has reduced
by 12%, and we are relocating to a 5 Star

Green Star rated office In Auckland.
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2008 2007 |

\rHNANCIAL PERFORMANEE

kGToss written premium $1,125m $726m
Net earned premium $999m $592m
Insurance profit $28m $30m
Insurance margin 2.8% 5.1%

MAJOR EVENTS IN 2008

o Challenging operating
environment, with increased
price competition among
private motor underwriters.

o Specialist motor classes
continued to trade profitably.

& Revised strategy will lead
to scale back of 1AG's UK
operations.

OPERATIONAL REVIEW

IAG’s UK businesses, which
contributed around 14% to the
Group's GWP in their first full year of
operations, recorded an insurance
profit of $28 million. down from

$30 million achieved in the previous
year. Its insurance margin reduced
from 5.1% to 2.8% during the year.

The profit decline was driven primarily
by deterioration in the performance
of our mass market underwriting
businesses which were severely
impacted by challenging market
dynamics, particularly in the private
motor insurance sector. As more
customers turn to the intemet to
soutce insurance, the number of
comparison websites or aggregators
has grown, leading to considerable
price competition, customer churn,
narrower marging and a reduced
opportunity to benefit from direct
contact with customers,

These factors contributed to our
decision to revise our strategy in
the UK. Moving forward, we will
concentrate on being a specialist
motor insurance underwriter through
Equity Red Star, and will divest

or restruciure our mass market
distribution businesses.

We are pleased to report Equity Red
Star maintained its unbroken track
record of profitability during the

year. We expanded these operations
to take advantage of the stable
conditions and acquired specialist
broking network, Barnett & Barnett,
to support distribution.

QUTLOOK FOR 2009

The outlook for our specialist
underwriting business, Equity Red
Star, is favourable. We expect to
benefit from rising rates and our
concentration on ongoing underwriting
and cost discipline.

While lower revenue growth will result
from our decision to scale back our
UK gperations, we expect to improve
profitability as we implement our
revised strategy.

EQUITY INSURANCE
GROUP'S INSUREPINK—
PROVIDING AFFORDABLE
INSURANCE FOR CANCER
SURVIVORS. '

RN G N GE N SR RNEH
RO HEESTERE EA

After a battle with breast cancer, Flona Macrae
decided to take a holiday to recuperate.

The only thing standing in her way was her
inability to find reasonably priced trave! insurance.

Many insurance companies asked distressing,
personal questions, and upped their quotes by
at least £150 (around $320) because she had
suffered from breast cancer.

Fiona, who is now a Corporate Socia!
Responsibllity Executive at Equity Insurance
Group, decided to do something about the
problem—to develop a travel insurance product.

Now, through the Insurepink brand, Equity offers
reasonably priced travel insurance to breast
cancer sufferers, without distressing questions
or loaded premiums. Motor and home insurance
are also available.

Fiona's goal was not only to provide affordable
Insurance, but also to support the groups which
support cancer sufferers.

As a result, insurepink supports the Pink Ribbon
Foundation with a donation for every policy sold.
Currently, more than £1,000 (around $2,100)

a week is being ralsed through travel, motor

and household Insurance. And weTe proud that
insurepink was a finalist in the Personal Lines
Initiative of the Year category for the UK Broker
Awards and for the Insurance Services to Charity
Award in the Charity Times Awards.

More recently, Insurebliue has been launched,
offering a similar range of policies, with the
addition of motorcycle insurance, for men
diagnosed with testicular or prostate cancer.
Donations from this are made to Everyman,

the UK’s leadIng male cancer campalgn.
15
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[FINANCIAL PERFORMANCE 2008__ . 200?}
Gross written premium $174m $168m
Net earned premium $132m $130m
Insurance profit $3m $9m
Insurance margin 2.3% 6.9%

MAJOR EVENTS IN 2008

w Industry market growth
in Thailand and Malaysia
constrained; reflecting prevailing
economic conditions,

® GWP growth in I1AG's existing
businesses achieved in local
currency terms.

a Continued to pursue selective
growth in Malaysia, Thailand,
India and China.

OPERATIONAL REVIEW

IAG's Asian division, which represented
around 3% of the Group’s GWP, plays
an important role in the Group's future
strategic growth,

During the year, the two markets

in which we currently have insurance
interests—Thailand and Malaysia—
both grew, but at more subdued levels
than in recent years.

Our Thai businesses grew GWP around
5% in local currency terms, reflecting
strong personal insurance lines
growth. However, lower investment
income contributed to a decline in the
insurance margin of these businesses.

Cur 30% joint venture business in
Malaysia, AmAssurance, increased
GWP around 15% during the year,
and recorded a breakeven
insurance result.
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Plans to increase our Malaysian
presence progressed as we continued
to work towards increasing our

30% interest in AmAssurance, and
AmAssurance entered discussions

to acquire the general insurance
business of Malaysian Assurance
Alliance Bhd.

India and China remained priority
growth markets. In India, we
entered negotiations to form a
general insurance joint venture with
the largest bank in that country,
the State Bank of India.

OUTLOOK FOR 2009

We expect our Thai operations to
deliver organic growth over 8% in GWP
and improved profitability, despite
ongoing difficuit economic conditions.
GWP growth in excess of 10% is
anticipated from our joint venture

in Malaysia.

We expect the joint venture with the
State Bank of india to commence
trading in 2009. We will also continue
to pursue selective strategic growth
opportunities in Thailand, Malaysia
and China.

INDIA PRESENTS A UNIQUE
OPPORTUNITY FOR 1AG,
WITH A POWERFUL
COMIBINATION OF LOW
INSURANCE PENETRATION
AND INCREASING -
CONSUMER DEMAND.

PAGESISTARG Sl EREEIN NE P

India’s general insurance sector has grown at
a compound annual growth rate of 14% over -
the tast five years, and is predicted to grow

15%-20% per annum over the next 10 years.

Net surprisingly, the market has attracted the
attention of many insurers worldwide.

IAG now has a significant advantage ahead

ol a number of major International insurers,
having entered exclusive negotiations to form
a general Insurance joint venture with the
country's largest bank, the State Bank of india.

With over 100 million customers, State Bank
of india has one of the most trusted brands in
India, a heritage dating back over 200 years
and is included In Fortune’s Global 500.

A joint venture will allow us to combine our

core capabilities with the local knowledge and
distribution network of one of the largest and
most recognised financial services organisations
in India.

IAG will bring to the partnership technical and
underwriting expertise and capability in pricing
and risk management, as well as a proven
ability to work successtully with partners in
the Asian region.

We expect the joint venture to commence
operations in 2009,

This will be a significant step in IAG's Asian
expansion strategy, designed to provide medium
term growth to supplement our operations in
our home markets of Australia and NZ.
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BILITY

SUSTAINA

For an insurance company, the future
is even more important than the
present.

Our long term viability depends on our
ability to calculate risk based on what
we believe will happen not just today, but
days, months and years from now. Long
term thinking is critical to our success.

Climate change continues 1o present
significant potential risks to the
insurance sector. Qur collaborative
research with the Australian Climate
Group this year revealed that the
impacts of climate change appear

to be arriving sooner and are more
severe than the projections made by
the Intergovernmental Panel on Climate
Change in 2007, Arctic sea ice is
melting faster than anticipated, with
more rapid consequences for sea level
rise, sea surface temperatures and air
currents. As a saciety we need to be
prepared to experience more frequent
and intense weather events. As an
insurer, our challenge is to approach
these uncertain risks in a way that is
proactive, adaptive and innovative,

This year, we launched several new
‘green’ insurance products through

our NZ business {see page 14). These
products provide our customers with
an incentive to reduce their own
emvironmental impact while maintaining
the delivery of high quality service and
peace of mind for our customers.

We continued to take action to reduce
aur own environmental footprint in line
with our commitment to being carbon
neutral by 2012, This year, we have
reduced our overall CO,e emissions by
2.2%. This has been achieved primarily
by reducing our air travel, and we aiso
continued to actively manage the energy
efficiency in the buildings we occupy.
Qur progress Is summarised in the table
on page 20.

Our sustainability is also dependent on
balancing our social responsibility to
the communities in which we operate,
our people and our customers. Socially
responsible product innovation in

our UK operations saw the launch

of insurepink, insurance policies
specifically developed to allow peaple
diagnosed with breast cancer access to
affordable cover, while also supporting
a UK breast cancer charity, the Pink
Ribbon Foundation (see page 15).

Qur people are a vital part of ensuring
that we are a high performing, customer
focused operation. We know that our
husiness sustainability is important to
them. In our annual employee survey
this year, 72% of our people indicated
that they value IAG's focus on balancing
its social, environmental and financial
responsibilities. We have found
innovative ways to enhance flexitility in
our workforce, for example through our
programs which cncourage working from
home (see page 19). Overall
engagement remains stable and the
initiation of a proactive performance
management culture has seen some of
our leaders actively working to lift
engagement levels within their teams,

We are proud to be included again

in the Global 100 Most Sustainable
Corporations in the World and

Dow Jones Sustainability Indexes.
While recognising that these industry
benchmarks illustrate our leadership
in being & sustainable business,

we are committed to continuous
improvement. We rise to the
challenge of exploring new ways to
maintain our leadership position whilst
delivering superior experiences for
all of our stakeholders and creating
shareholder value.

AT |AG, SUSTAINABILITY
IS ABOUT BRINGING THE
FUTURE INTO TODAY'S
DECISION MAKING FOR
THE BENEFIT OF OUR
BUSINESS, CUSTOMERS,
SHAREHOLDERS AND
COMMURNITIES.

AINAL | RS AR ERE A TIANCE
SAHEEDORISER

Dow Jones

Sustainability Indexes
Ranked one of the workls
most sustainadle companies,
We have been ranked a plobal
seclor leader sinoe 2006,

‘Q DS&*ﬂJIm‘y indaxes
e v

Global 100

& Rated one of the Global
100's Most Sustainable
Corporauons, Workl
Economic Forum,

D« g g

Carbon Disclosure Project
One of only 25 companies
included in the Australia
and NZ Goldman Sachs
JBWere Climate Oisclosure
Leadership Index in 2007,

CARBEH DACLOBURT FROIET

FTSEAGood

FTSE4Good
A member of the FTSE4Good
inoex since 2005.

An Independent third party statement by 1AG's
Expert Community Advisory Committee (ECAC)
that comments on IAG's performance and
emerging challenges In relatlon to economic,
soclal, environmental and cultural outcomes
can be vlewed onfine at
www.lag.com.au/sustainable/advisory.

ECAC comments oh performance against
Internatlonally agreed Indicators In all four
domains, provides advice and guldance, and
challenges I1AG to be a leader In relation to
sustainability, soclal responsibility, workforce
development and financlal performance.
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IN A GREEN FIRST FOR
QUEENSLAND AND
AUSTRALIA, NRMA
INSURANCE LAUNCHED
THE CARBONATORS
CAMPAIGN.

CUSTOMER AND COMMUNITY
PERFORMANCE INDICATORS

We continued to achieve a high level of customer satisfaction in 2008

across our businesses. We are a member of the London Benchmarking Group
and are beginning to define our community investment in accordance with
their principles.

.

B ) Btedgor ot of Fu fome Pt -
2008 2007 RO ARG G
) AU NZ AU NZ ICUSAOMERSTANDREHECOMM UG
Customer
Business volume 11.9m 2.3m 11.8m 2.3m Enlisting help from the National Rughby League
" " team it sponsors, the Brisbane Broncos—with
Customer satisfaction 84 87% 83 85% select players starring as the Carbonators—
Community NRMA Insurance went to market in August
Community investment AS11.6m N2ZSO.Tm A$12.0m NZ$1.im 2007 with an advertising campaign and product
offer that would moblilise Queenslanders to go
* green with their car insurance.
By offsetting one tonne of carben emissions
for every new comprehensive car insurance
customer at no extra ost to customers, the
COMMUNITY INVESTMENT BY TYPE“'-AUSTRAL'A Carbonators campaign not only put climate
For the year ended 30 June 2008 change front of mind for many Queenslanders,

but made it easy for customers to reduce their
own carbon footprint.

NRMA Insurance Queensland State Manager
Brett Robinson said the initiative made sense
for an Insurer and its customers.

“As an insurer in Queensland, NRMA Insurance
is genuinely concerned about the effects

of climate change and its impact on ‘our
communities, our business and our customers”
he said,

“Research shows a link between increased
global temperature and more severe weather
events, and we know that carbon emissions
are one of the largest contributors to global
warming, Carbonators was a great Initiative to
differentiate our brand and hefp our customers
better understand their impact on the
environment, by giving them a simple means
to reduce it”

® Sponsorships @ Promotion @ Administration
¥ Donations T Volunteer hours . Reseatch and development

As at June 2008, the Carbonators campaign
had helped Queenslanders offset the same
amount of carbon emissions as removing
around 9,000 cars from the roads for oneg year.

18 IAG ANNUAL REVIEW 2008



EVMPLOYEE PERFORMANCE

INE

ICATORS

Marny of our employee indicatoré remained stable this year. We will continue to
implement programs that support the engagement and development of our people.

2008 2007

AU NZ AU NZ
Workforce
Full time versus Fu | tima 83% 80% 83% 0%
part time employees Part time 17% 10% 17% 10%
Total head count 9,909 2,072 10,185 2,106
Staff turnover 20.3% 20.3% 19.5% 22.4%
Absenteeism 4. 7% 4.2% 4.4% 4.3%
Employees represented
by uniens 13.4% 47.9% 15.4% 52.9%
Employee engagement
Engagement survey
response rate 8% 83% 82% 90%
Employee engagement score 61% 51%° 61% 55%
Representation of men and women
Male to female
annual salary ratio AS$1.37:1 NZS$1.30:1 A$1.37:1 NZ$1.28:1
Women in senior
management positions 34% 20% 32% 20%
Women in executive positions 31% 25% 25% 13%
Workplace heaith and safety
Lost time injury frequency rate . 3.6 0.9 6.2 1.2

A NEW WORK FROM
HOME PROGRAM GIVES
OUR PEOPLE FLEXIBILITY
AND LETS NRMA
INSURANCE RETAIN
QUALITY EMPLOYEES.

PWORKINGRHRONRHOMH

A 30 second commute and a $30 saving—
it's al! in a day’s work for Suzl Nicolaou.

Suzi, an Insurance Solutions Consultant with
NRMA Insurance, is one of a growing band
of NRMA Insurance call centre empioyees
who work from home.,

Suzi said the change has made a difference
te her family and her bank balance.

‘It's made a difference to my family life,
especially as | have young children. | can work
in school hours and | don't have to worry about
after school care for the kids,” she said.

*I'm also saving up to $30 a day on parking,
food and petrol. I'm only working part time
so that $30 makes a big difference.”

The program is an important part of
NRMA Insurance’s strategy to attract and
retain statf in an increasingly competitive
employment market. '

The employees taking part In the program
have access to the same systems as call
centre based staff, and interact with NRMA
Insurance customers in the same way.

What is different is the Iével of flexibility
they now have.

“The flexibllity that | get from'working at home
Is important to me—it’s one of the factors that
makes me want to stay in this role;” said Suzi.
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INDICATORS

In ling with our 2012 carbon neutral commitment, we've made progress

in reducing our CO,e emissions this year.

The higgest savings have been

achieved through reduced air travel, We will continue to support initiatives
that improve the energy efficiency of the buildings we occupy so that we

can reduce our electricity consumption.

2008 2007

REORMANCE

MANAGING $10 BILLION
IN FUNDS ON BEHALF OF
OUR POLICYHOLDERS
AND SHAREHOLDERS IS

" A RESPONSIBILITY WE

INVE SHINGESHSPAINAHEY

AU NZ AU NZ

Envitonmental
CO.e {tonnes) 58,306 2,911 59,376 3,200
CO.e (tonnes/FTE} 6.5 15 6.4 1.6
TOT fuel consumption {kL}* 3,048 . 397 2,720 392
TOT fuel consumption (kL /vehicle)* 3.4 18 3.0 1.7
Air travel (km millions) 26.2 4.4 35.9 7.2
Air travel (km/FTE} 2,926 2,173 3,894 3,526
Electricity (MWh} 40,197 5416 39,521 5,594
Electricity (MWh/FTE) 4.5 2.7 4.3 2.8
Office paper (tonnes) 320 51 375 58
Office paper (kg/FIE)} 35.7 25.6 40.8 28.6
Print paper (tonnes) 1,512 300 1,644 198
- Print paper (kg/business volume) 0.13 0.13 0.14 0.09
Recycted waste {tonnes) 740 114 653 121
Recycled waste (kg/FTE) 83 57 71 60

* in 2008, LPG and diesel have been included in Austratian tool of trade (TOT) fieet fuel,
in addition to petrel. Previous years reported petrol censumption only.

AUSTRALIA AND NZ
C0,e EMISSIONS PROFILE
For the year ended 30 June 2008

@ Electricity @ TOT fleet luel
@ Air travel O Print paper O Office paper
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Pages 17 to 20 contain a
summary of IAG’s performance
against sustalnability
measures. This content has_
been Independently assured by
Net Balance Management Group
whose assurance statement
can be viewed at www.lag.com.
au/sustainable/assurance.
Additlonal Information can

be viewed on our website at
www.lag.com.au/sustainable.

Definitions of terms used on these
pages can be found on our website.

IAG is committed to generating optimal returns
when making decisions about how to invest
its funds.

We also align our investment philosophy with
our broader sustainability framework, and for
some of our investments, this means targeting
opportunities to support environmental, sociat
and governance {ESG) issues.

IAG has taken this approach for some yeass.
We were a foundation investor in Generatlon
Investment Management (GenerationlM),
established in 2004 by six founding partners
including former US vice president Al Gore.

GenerationlM’s International Equity Fund was
one of the first to integrate sustainability
research within a rigorous fundamentat equity
analysis framework. We are pleased that our
Investment in this fund has performed well
agalnst benchmarks.

During the past year, through our newly
established Sustainable Investment Fund, we
Invested in a new offering from GenerationiM—
the Climate Solutions Fund—which invests

In companies that are part of the solution to
climate change.

We also invested in the Arkx Carbon Fund, which
aims to deliver tong term returns for investors
while contributing to a low carbon economy, and
in a microgeneration wind turbine developer.

We became a signatery to the UN Principles

for Respensible Investment, a set of voluntary
and aspirational principles to help incorporate
ESG issues into investment decision making. As
part of our respansibility as a signatory, we will
encourage our external fund managers to sign.




rivk YEAK
- FINANCIAL

SUMMARY.

All financial information for 2004 was prepared under previous Australian Accounting Standards
{before applying Internationat Financial Reporting Standards).

2005

2004

2008 2007 2006

. 5M ___SM ™ i ‘ ?M $M R
Gross written premium 7,793 7,381 6,435 6,673 6.427
Gross earned premium 7,765 7,207 6,537 6,561 6,265
Reinsurance expense (470) (464) {405} (417) (402)
Net earned premium 7,295 6,743 6,132 6,144 5,863
Net claims expense {5,155) {4,474) {3,900} {4,090) {3.815)
Underwriting expenses {2,1243) {1,862) {1,699) (1,624) (1,500)
Underwriting profit 16 407 533 430 548
Investment income on assets backing insurance liahilities 432 360 310 516 244
Insurance profit 448 767 843 946 792
Investment income from equity holders’ and external funds? o4 320 537 500 508
Other operating revenue 487 463 218 179 216
Share of net profit/(loss) of associates {3) 5 2 - -
Finance costs (101) (119) (86) (69) (57
Corporate and administration expenses (601) (455) (265) (258) (268)
Amortisation expenses and impairment charges
of intangible assets and goodwill? {407) {73) (14) (13) (118)
Financial services and life insurance result (net} - - - - 18
Gain on disposal of ClearView retirement services - - - - 61
Prafit/{loss) before income tax {136) acs 1,235 1,285 1,152
Income tax expense {90) (279) {373) (357) (346}
Net profit/(loss) {226) 629 862 928 806
Net profit attributable to minority interests {35) (77} {103) - (117} (141}
Net profit/{loss) attributable to equity holders of ’
Insurance Australia Group Limited {261) 552 759 811 665
Ordinary equity holders’ equity ($ million) 4,204 4,660 3,491 3,378 2,999
Total assets {$ million) 19,380 21,637 16,872 17,102 16,291
PREMIUM GROWTH
Gross written 5.6% 14.7% (3.6%) 3.8% 24.8%
Net earned 8.2% 10.0% (0.2%) 4.8% 26.5%
KEY RATIOS
Loss ratio T0.7T% 66.4% 63.6% 66.6% 65.1%
Expense ratio 29.1% 27.6% 27.7% 26.4% 25.6%
Combined ratio 99.8% 94.0% 91.3% 93.0% 90.7%
Insurance margin® . 6.1% 11.4% 13.7% 15.4% ° 13.5%
After tax return on ordinary equity* {5.9%) 13.5% 22.1% 24.5% 21.1%
SHARE INFORMATION
Dividends per ordinary share—fully franked (cents) 22.50 29.50 42.00 26.50 22.00
Basic earnings per ordinary share (cents} {14.29) 32.79 47.66 49.31 37.87
Ordinary share price at 30 June ($) (ASX: IAG) 3.47 5.70 5.35 8.01 5.00
Reset preference share price at 30 June ($} (ASX: IAGPA} 85.00 99.80 101.80 103.90 104.70
Reset exchangeable securities price at 30 June ($) (ASX: IANG) 81.89 100.09 100.00 99.00 n/a
Issued ordinary shares (million shares) 1,878 1,784 1,585 1,594 1,591
Issued reset preference shares (million shares) 4 6 6 6 6
Market capitalisation (ordinary shares) at 30 June ($ million} 6,517 10.226 8,533 9,582 7.954
Net tar_n&ible asset backing per ordinary share {$) 0.93 0.80 1.22 1.18 0.96

1 This included an unreatised gain on embedded dernvatives of $69 million for 2008.

2 This included impairment charges for acquired identifiable intangible assets and goodwill of $342 million for 2008.
3 Insurance margin is a ratio of insurance profit over net earned premium.
4 Net profit/{loss) attnbutable 1o ordinary equity holders 1o average ordinary equity holders’ equity,
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JAMES STRONG

AD

Chafrman and independent
non-executive director

Appointed Chairman in
August 2001, Member

of the IAG Nomination,
Remunerstion &
Sustainability Committee.
Chairman of Woolworths
Limited, Rip Curl Group Pty
Limited and the Australia
Council for the Arts. Oirector
of Qantas Airways Limited
and the Australian Grand
Prix Corporation,

NEIL HAMILTON

LLe

Inde pendent non-exacutive
directos

Appointed in June 2000.
Member of the IAG Risk
Management & Compliance
Committee. Chairman of
IRESS Market Technologdy
Limited, Mount Gibson Iron
Limited and Northern Iron
Limited. Dérector of Metcash
Limited and Programmed
Maintenance Services
Umited.

BOARD CHANGES

MICHAEL WILKINS
BCom. MBA. DLI, FCA
Managing Director and
Chief Executive Officer

Appointed Managing
Ditector and Chiet Executive
Officer in May 2008 after
joining as Chief Operating
Officer and a director in
November 2007,
Non-executiva director of
Maple-Brown Ahbott Limited.

ANNA HYNES

85S¢ (Hons), MBA
Ingependent non-executive
director

Appointed in September
2007. Member of the

tAG Risk Management

& Compliance Committee.
Previously a nonexecutive
director of Promina

Group Limited angd
Country Road Limited.

YASWIN ALLEN

BCom, FAICD

Independent non-executlve
director

Appainted in November
2004, Chairman of the
IAG Audit Committee

and member of the IAG
Nomination, Remuneration

& Sustainability Committee.

Director aof Macquarie
Specialised Asset
Management (chairman
of its Audit Committee)
ang Salvation Army
Adviscry board.

gt

i

ROWAN ROSS

BEc, BCom, FCPA, SF Fin
Independent non-executive
director

Appointed in July 2000
and acted as Chairman

“from April to August

2001. Chairman of the
iAG Risk Management &
Compliance Committee
and member of the 1AG
Nomination, Remuneration

& Sustainability Committee.

Chairman of Macquarie
Capital Aiiance Group,
Sydney IVF Limited and
Brandenburg Ensemble
Limited and a director

of the Australian Major
Performing Arts Group.

IAG'S BOARD OF
DIRECTORS IS COMMITTED
TO ATTAINING THE HIGHEST
LEVEL OF CORPORATE
GOVERNARCE TO

ENSURE SHAREHOLDERS’
BEST INTERESTS ARE
BEING SERVED.

PHILLIP COLEBATCH
BE (Hons), BSc. DBA, SM
Independent non-executive
directar

Appointed in January 2007.
Member of the IAG Risk
Management & Compliance
Commitiee, Nonexecutive
director of Lenc Lease
Corparation Limited and
Man Group pic.

BRIAN SCHWARTZ
FCA, AM

.Independent non-executive
director

Appointed in January
2005, Chairman of the IAG
Nomination, Remuneration
& Sustainability Committee
and a member of the 1AG
Audit Committee. Chief
executive of ivestec Bank
{Australia} Limited and
deputy chairman of the
board of Footbafl Federation
Australia Limited.

HUGH FLETCHER
BSe/BCom, MCom {Hons), MBA
Independent non-executive
director

Appointed in September
2007. Member of the

1AG Audit Committee.
Monexecutive director of
the Reserve Bank of New
Zealand. Fletcher Building
Limited, Rubicon Limited
and Vecter Limited, and
Chancellor of The University
of Auckland.

PHILIP TWYMAN

BSc, MBA, FIA, FIAA, FAICD
Independent non-executive
director

Appointed in July 2008.
Director of Swiss Re
(Australia), Perpetual
Limited, ANZ Lenders
Mortgage Insurance Limited,
Tokio Marine Managemeant
(Australasia) Pty Ltd ang
Medibank Private Limited.

Neil Hamilton and Rowan Ross will retire from the board on 31 August 2008. Full biographical detaiis of all directors are contained in 1AG's 2008 annual report.
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DIREVIUR
- AND EXECUTIVE
REMUNERATION.

IAG's approach to executive remuneration is to ensure IAG can attract and retain talented people. Building and retaining a high quality
management team will enable IAG to achieve superior performance and create shareholder value.

INON-EXECUTIVE omueR
| LONG TERM SHARE
D' RECTORS SHORY TERM POST EMPLOYMENT EMPLOYMENT  TERMINATION BASED
EMPLOYMENT BENEFITS BENEFITS BENEFITS BENEFITS PAYMENT TOTAL
I
UG Other G i
board fees boards and board fees i
received as committees Super- Retirement received as
cash fees annuatioh benefits 1AG shares |
$000 $000 $000 $000 $000 $000 $000 $000 ;
James Strong
Chairman and independent
non-executive director 238 195 58 - - - 213 704
Yasmin Allen
Ingependent non-executive director 128 66 13 - - - 28 235
Phifiip Colebatch
Independent non-executive director 79 115 15 - - - 71 280
Hugh Fietcher
Independent nonexecutive director
Appointed 1 September 2007 a6 90 13 - - - 79 228
Neil Hamilton
Independent non-executive director 27 43 13 - - - 128 213
Anna Hynes
Independent nonexecutive director
Appainted 1 September 2007 108 14 12 - - - 18 152
Rowan Ross
Independent non-executive director 79 52 18 - - - 71 220
Brian Schwartz .
Independent non-executive director 112 50 13 - - - 43 218
Directors who retired during the year
John Astbury
Independent non-executive director
Retired 31 August 2007 17 B 3 184 - - 4 216
Geoffrey Cousins
Independent non-executive director
Retired 31 August 2007 17 3 2 169 - - 4 195

The tables on pages 23 and 24 pravide an extract from our 2008 remuneration report which is contained in the IAG annual report,

available at www.iag.com.au. The remuneration report details the remuneration received during Lhe year by IAG's directors and

executives having the greatest authority and responsibility for planning, directing and controlling the activities of IAG, otherwise known

as key management personnel (KMP), and includes an explanation of remuneration components and individual circumstances.
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DIRECTOR
AND EXECUTIVE
REMIUNERATION
CONTINUED

EXECUTIVES o
POST LONG TERM
SHORT TERM  EMPLOYMENT EMPLOYMENT TERMINATION
EMPLOYMENT BENEFITS BENEFITS BENEFITS BENEFITS SHARE BASED PAYMENT TOTAL
value of
deferred Value of
Shart 2007 STi  DARS/EPRs/
Base term Super- Long service granted PARs/shares
sglary incentives Other annuation leave accruals as DARs granted
L $000 $000 $000 $000 $000 5009 $000 $000 $000
Michael Wilkins
Managing Director and
Chief Executive Officer
KMP since 26 Navember 2007 857 395 - 78 4 - - 133 1,467
Justin Breherny
Chief Executive Officer, Asia 736 226 - 89 6 - 115 261 1.433
Nicholas Hawkins )
Chief Executive Officer, NZ? 648 137 57 89 10 - 115 303 1,359
Jacki Johnson
Chief Executive Officer, eVentures - 726 280 - 50 13 - 138 232 1,439
Leona Murphy
Group Executive, Business Services? -
KMP since 3 December 2007 270 145 - 35 i - - 18 469
Neil Utley
Chief Executive Officer, UK 978 590 - 127 - - a0 202 1,987
Duncan West
Chief Executive Officer. CGU
KMP since 29 January 2008 358 229 - 43 2 - - 20 652
Executives who were key management personnel durbyg the year, bul will conse in the 2009 financiat year
Tony Coleman
Chief Risk Officar and Group Actuary 713 538 - .93 17 - 134 395 1,890
Christine McLoughtin
Group Executive,
Strategy. People & Reputation 699 421 - B0 8 - 100 233 1,511
lan van der Schalk
Chief Executive Qfficer,
Asset Management & Reinsurance 634 360 - 50 10 - 69 267 1,390
Gearge Venardos
Chief Financial QOfficer 826 594 - 100 27 - 149 484 2,160
Executives who ¢ d as key gement personngl )
Michaei Hawher
Former Chief Executive Officer and
Managing Director .
KMP untt 26 May 2008 . 1,56t 1,565 - 45 (77) 1,839 174 (1,448} 3,761
David Issa
Former Chiaf Exacutive Officer,
Direct insurance
KMP untit 4 July 2008 858 784 - 50 45 1,075 142 4105 3,359
Sam Mostn
Former Group Executive,
Culture & Reputation
KMP until 15 October 2007 155 112 - 21 2 - 32 87 409
Mario Pirone
Former Chief Executive Officer. CGU
KMP untit 29 January 2008 BO6 580 - 50 29 725 119 408 2,117

1 Nichalas Hawkins was appointag Chief Financizal Officer, effective from 29 August 2008, lan Foy will become Chief Executive Officer, NZ,
2 lLeona Murphy was appointed Group Executive, Corporate Office. effective from 29 August 2008,
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UoErFrUL
INFORMATION.
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[ONWNESINEC RMAUOMN S ENAD AGE STEGHEIOUSFANDEI GO Sy

To view the 2008 annual report and Financial year end 30 June 2008
ther i rtant inf ti bout

other important information ahou Full year results and dividend announced 22 August 2008

I1AG, and to manage your shareholding
online, visit IAG's website at
www.iag.com.au. You can also register
to receive emall news alerts when 1AG
makes Important announcements.

ANNTANGENERANIM EESINGE2 () S
1AG's AGM will be held on Tuesday
11 November 2008 at 10am at the
Wesley Conference Centre, 220 Pitt
Street, Sydney NSW 2000, Australla.
Details of the meeting. including how
1o vote, are contained in our notice
of meeting which has been mailed 1o
shareholders and is available online
at www.iag.com.au.

IRYRE O NIVA ISR BS:

SHAHEIREGES Y

jCOM ALt IO VE IO dovicaty
2y, .nlﬂ—m

GPO Box 4709

Meibourne VIC 3001

Austrafia

Hand deliveries
Level 2

80 Carrington Street
Sydney NSW 2000
Australia

Telephone
within Australia 1300 360 688

Outside Australia +61 {0)3 8415 4210

Fax +61 {0)3 9473 2470
Email iag@computershare.com.au

BEGISEERECIGHEI CE
HISUGFANCEYATIS tTAE S DTN 1 &)
Level 26

388 George Street

Sydney NSW 2000

Australia

Telephone +61 (0)2 9292 9222
Fax 461 {0)2 9292 8072

Website www.iag.com.au
Email investorrelations@iag.com.au

Finat dividend for ordinary shares

- Record date

- Payment date

Annual general meeting

Half year end

Half yeer results and dividend announced
Interim dividend for ordinary shares

~ Record date

— Payment date

3 September 2008

3 October 2008

11 November 2008
31 December 2008
27 February 2009

11 March 2009
8 April 2009

*  Please note dates am subject to change. Any changes will be published via a notice to the ASX,
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ihis is 1AG's (irst annual review, It contains
a summary of IAG's performance for the
2008 linancil year. Celalled informalion
is contained in [AG's annual report which
is available by contacting our Share
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We are committed to
minimising our Impact
on the environment.
This report Is printed
on environmentally
respons/bie paper

Tudor RP 100% Recycled

s manulaclured under
Environmental Management
System I1SC 14001, Fibrous
raw materials used in the
manufacture of Tudor RP
100% Recycled contains
100% pre consumer and

' RACV 15 via a distribution retationship and undersnting joint venture with RACV Lid.

post consumer waste fibre
sourced from printers’
waste, converting waste and
office waste. No additional
bleaching is used in the
recyckng process.

We've also used organic
vegetable based inks
Organic inks circumvent Lhe
hazordous eifects of the
solvents in ink, because they
use vegetabie based oils
such as linseed, canala or
soy instead of peticleum

based oils. Vegetable based
oils are, unlike petroleum,

a renewable Source, and
are biodegradable. Organic
inks send little or no
wolatile organic compounds
in{o the air, and produce
less toxic wasle.

We're pleascd with

the savings

By providing the option of
this new summary annual
review and reducing the
number of copies as a

< 96% voting nghts.

* 30% owned.

result of changes to the

law governing corporations,
we have saved 86 {onnes

of paper from the previous
years annual repart pring
run. which amounts to

more than 2,000 trees:

170 barrels of oif;

2.4 million litres ol water;
and 350,000 kWh electricity.
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VWWHEKE
WE'LL BE.

IAG's 2008 annual general meeting will be held on
Tuesday 11 November 2008 from 10am at

the Wesley Conference Centre, 220 Pitt Street, Sydney.
It will be webcast at www.iag.com.au/results/agm.
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LEI IER
FROM THE
- CHAIRMAN.

17 September 2008
Dear Shareholder

-am pleased to invite you to attend the 2008 annual general meeting (AGM) of Insurance Australia Group Limited
{IAG).

The meeting will be held at the Wesley Conference Centre, 220 Pitt Street, Sydney on Tuesday 11 November
2008, commenging at 10am. A map with directions to the venue can be found on the inside front cover of this
booklet. The meeting will also be webcast live and may be viewed at www.iag.com.au/results.agm. An archive of
the webcast will be made available on the site shortly after the meeting.,

The following pages contain details on the items of business that you have the opportunity to vote on at the
. meeting, as well as explanatory notes and voting procedures.
At this year’s meeting, you will be asked to vote on;

m the re-election of two directors and the election of ane director. Four candidates are standing for the three
board positions; and : .

& the adoption of the remuneration report as required by the Corporations Act 2001. The remuneration report
is set out on pages 16 to 29 of the 2008 annual report,

If you are unable to attend the meeting in person, you may vote your shares directly or appoint a proxy to act

on your behalf. You may register voting instructions electronically at www.iag.com.au or complete and mail the
enclosed voting form using the pre addressed envelope provided. Alternatively you may lodge your voting form by
fax to +61 (0)2 8235 8220 cor hand deliver your voting form t¢ our Share Registry.

If you have any questions about the items of business, please ¢ontact the 1A4G Share Registry on 1300 360 688
if calling within Australia or +61 (0)3 9415 4210 outside Australia.

| look forward to seeing you at the meeting.

Yours sincerely

\/lamuéhwq

JAMES STRONG
Chairman




HEIVIO VUFr
BUSINESS.
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A. ReCEIPT OF FINANCIAL B. eLecrion oF pirecToRs C. aopion oF
STATEMENTS RESOLUTION 1 REMUNERATION REPORY
AND REPORTS : RESOLUTION 5

To re-elect as a director
To receive and consider the

company's financial statements Brian Schwartz who retires To consider and, if thought fit,
and ?e grts for the financial by rotatlon in accordance with to pass the following resolution
ear : ded 30 June 2008 the company's Constitution, as an ordinary resolution:
year ende une ) and being eligible, offers “That the company’s
himself for re-election. remuneration report for the
RESOLUTION 2 financial year ended 30 June
To re-elect as a director 2008 be adopted.
James Strong who retires by In accordance with the
rotation in accordance with the Corporations Act 2001, the

vote on the adoption of the
company’s remuneration report
for the financial year ended

30 June 2008 is advisory cnly
RESOLUTION 3 and does not bind the directors
or the company,

company's Constitution, and
being eligible, offers himself
for re-election.

To elect as a director
Richard Talbot.

RESOLUTION 4

To elect as a director
Philip Twyman.

The chairman and the other
directors intend to vote open
proxies given to them ‘against’
the election of Richard Talbot
and ‘for’ the election of Messrs
Schwartz, Strong and Twyman.

There are four candidates
standing for three board positions.
Only three candidates may be
elected.

In order to be re-glected or
elected a candidate must receive
more votes validly cast in favour
of their election than against.

If all candidates receive such a
majority, the three candidates
receiving the most votes in favour
of their election will be elected
as directors, Viotes against the
candidates will be disregarded
for this part of the count.

2 IAG NOTICE OF MEETING 2008




ADUUI
VOTING.

VOTING OPTIONS

DIRECT

A direct vote will enable shareholders

to vote on resolutions considered at

the AGM by lodging their votes with the
company prior to the meeting. Direct
voting will enable shareholders to exercise
their voting rights without the need for

the shareholder to attend the meeting

or appoint a proxy. ’

Piease note, a shareholder who has
cast a direct vote may attend the AGM,
however, their attendance cancels the |
direct vote unless the shareholder
instructs the company or the Share
Registry otherwise.

PROXY

A shareholder who is entitled to attend
and cast a vote at the meeting has a
right to appoint & proxy to attend and
vote instead of the shareholder. The
proxy need not be a shareholder of the
company and may be a corparation (and
any corporation so appointed may then
neminate an individual to exercise its
powers at meetings). A shareholder who
is entitled to cast two or more votes may
appoint two proxies and may specify the
proportion or number of votes which each
proxy is appointed to exercise. If the
proxy appointments do not specify the
proportion or number of the shareholder's
votes that each proxy may exercise,

each proxy may exercise half of the
shareholder’s votes.

f a shareholder appoints the chairman of
the meeting as-proxy and does not direct
the chairman of the meeting how to vote
on an item of business. the chairman of
the meeting will vote in favour of each of
the proposed resolutions set out in the
notice of meeting except for resolution 3.

LODGEMENT

To be valid, voting forms or electronic
voting instructions must be received
by the company's Share Registry,
Computershare Investor Services
Pty Limited, in Sydney before 10am
on Sunday 9 November 2008

(voting deadline).

Voting forms may be submitted in one of
the following ways:

a online at www.iag.com.au, You will
need information shown on your voting
form to register your vote online;

m by post in the pre addressed envelope
provided. Piease allow sufficient time
so that it reaches Computershare
Investor Services Pty Limited by the
voling deadline;

® by facsimile to Computershare
Investor Services Pty Limited on
+81 {0)2 8235 8220; or

m by hand delivery to Computershare
Investor Services Pty Limited, Level 2,
60 Carrington Street, Sydney NSW 2000,
Australia.

Hand delivery of voting forms to any other
Computershare Investor Services or IAG
office should allow sufficient time for
delivery to the Computershare Investor
Services Ply Limited,. Sydney office by the
voting deadline.

CORPORATE REPRESENTATIVES

Any corporate shareholder wishing

to appoint a person to act as its
representative at the AGM may do so
by providing that person with:

m 2 letter or certificate authorising him .

or her as the company’s representative,

executed in accordance with the
company's constitution: or

m a copy of the resolution appointing
the representative, certified by a
secretary or director of the corporate
shareholder.

POWER OF ATTORNEY

If a shareholder has appointed an attorney
to attend and vote at the meeting, or if
the voting form is signed by an atiorney,
the power of attorney (or a certified

copy of the power of attorney) must be
received by the company's Share Registry,
Computershare Investor Services Pty
Limited by the voting deadline, unless this
document has been previously lodged with
the company’s Share Registry for notation,

Powers of attorney may he submitted by
post or by hand delivery to Computershare
Investor Services Pty Limited, Level 2, .
60 Carrington Street, Sydney NSW 2000,
Australia.

SHAREHOLDERS ELIGIBLE
TO VOTE .

As determined by the board of directors,
only persons who hold ordinary shares in
the company as at the voting deadline will
be eligible to vote at the meeting.

Dated at Sydney on 17 September 2008.
By order of the board of directors.

-Qw

GLENN REVELL
Group Company Secretary



CEAPLANAIUKRY
NOTES.

The following notes explain the items of

husiness o be discussed at 1AG’s 2008
AGM. The notes are set out in the order

of the items in the notice of meeting and
should be read with the notice.

A. RECEIPT OF FINANCIAL
STATEMENTS AND REPORTS

The financial results for the year ended
30 June 2008 are set out in the annual
report sent to those shareholders who
elected to receive it by post or elected
to receive it online. A copy of the 2008
annual report is available online at www.
iag.com.au/results/reports/index.shtmi.

WHY ARE THE FINANCIAL REPORTS
BEING PRESENTED TO SHAREHOLDERS?
It is a requirement under the Corporations
Act 2001 to present the financial report,
directors' report, and auditor's report of
the company and the consolidated entity
at the.AGM. Shareholders will be given a
reasonable opportunity at the AGM to ask
questions and make comments on the
financial report and other reports and on
the business operatlons and management
of the compary.

During discussion of this item, the
company’s auditor wilt be present and
will answer qualifying questions.

QUESTIONS FOR THE AUDITOR

If you would like to submit a written
question to the company's auditor, please
post your question in the pre addressed
envelope provided or send it by fax to
+61 (0)2 8235 8220. Questions may
also be lodged as part of the online
voting process.

Questions must relate to the content

of the auditor's report to be considered
at the AGM or the conduct of the audit.
A list of qualifying questions received will
be made available at the AGM.

Please note that all questions must

be received at least five business days
before the AGM, that is, by no later than
Tuesday 4 November 2008.

4 IAG NQTICE OF MEETING 2008

B. ELECTION OF DIRECTORS

RESOLUTIONS 1,2, 3 AND 4
Background Information

The Australian Securities Exchange (ASX)
Listing Rules require the company to hold
an election of directors in each year. The
Constitution of the company requires one.
third of eligible directors to retire from
office at each AGM.

Brian Schwartz and James Strong retire by
rotation in accordance with the company's
Constitution and offer themselves for
re-election at this year's AGM.

Richard Talbot, who is not currently a
director, offers himself for election to
the board.

Philip Twyman was appointed as a
director on 9 July 2008, and offers
himself for election at this year's AGM,

James Strong, Chairman, and the other
directors intend to vote open proxies given
to them ‘against’ the election of Richard
Talbot and ‘for’ the election of Messrs
Schwartz, Strong and Twyman.

WHO IS STANDING FOR RE-ELECTION
Resolution 1

BRIAN SCHWARTZ

FCA, AM

Brian Schwartz was appointed as a
director of IAG in January 2005. He

is Chairman of the {1AG Nomination,
Remuneration & Sustainability
Committee and a member of the

I1AG Audit Committee.

Brian is alse Chief Executive of Investec
Bank {Australia) Limited, and Deputy
Chairman of the board of Football
Federation Australia Limited.

Previously, Brian was with Ernst & Young
Australia from 1979 to 2004 becoming
its chief executive in 1998. He was

a member of Ernst & Young's global
board and managing partner of the

- Oceania region.

Brian was appointed a Member of the
Order of Australia in 2004 for his services
1o business and the community.

Directorships of other listed companies
held in past three years:

= None.

What do the directors recommend
The other directors recommend that
you vote in favour of the resolution.

Resolution 2

JAMES STRONG

AD

James Strong was appeinted Chairman
of IAG in August 2001. He is a member

'of the 1AG Nomination, Remuneration &

Sustainability Committee.

James is also Chairman of Woolworths
Limited, Rip Curl Group Pty Limited and
the Australia Council for the Arts. He is a
director of Qantas Airways Limited and the
Australian Grand Prix Corporation,

James was formerly chief executive and
managing director of Qantas Airways
Limited from 1993 to 2001, group chief
executive of DB Group Limited in New
Zealand, national managing partner

and [ater chairman of law firm Corrs
Chambers Westgarth, chief executive of
Trans Australian Airlines {later Australian
Airlines) and executive director of the
Australian Mining Industry Council.

He has been admitted as a barrister and/
or solicitor in various state jurisdictions in
Australia. In 2006, James was made an
Officer of the Order of Australia.

Directorships of other listed companies
held in past three years:

s Woolworths Limited since
10 March 2000;

= |AG Finance (New Zealand) Limited
since 9 November 2004; and

» Qantas Airways Limited since
1 July 2006.

'What do the directors recommend

The other directors recommend that
you vote in favour of the resolution.



WHO IS STANDING FOR ELECTION
Resolution 3

RICHARD TALBOT ]

Richard Talbot has nominated himself
for election as director and has supplied
the statement below. By including the
statement from Richard Talbot IAG does
not in any way endorse the statement
nor its accuracy or reliability.

“Richard Talbot served as & director

of NRMA Insurance prior to its split

up with NRMA Road Service and its
demutualisation in 2000. in 1994 Richard
successfully opposed the demutualisation
of both NRMA Insurance and its then
parent company, NRMA Road Service,

in the Courts. '

In 2000, Richard was the only NRMA
director to challenge the split up of
NRMA and the demutualisation of NRMA
Insurance (now [AG) in the Courts.

As a listed company Richard believes
shareholders of IAG should have the

right to decide their company’s future.
Earlier this year, another major player in
the insurance industry QBE launched a
takeover bid for IAG. The current IAG board
declined to put QBE’s bid to sharehoiders.
QBE's bid price remains well above IAG'S
current share price.

Richard believes shareholders should have
been afforded an oppartunily to vote on
QBE's proposal.

Richard Talbot will ensure & stronger voice
for shareholder democracy.”

What do the directors recommend

Each director believes, for the reasons
set out below, that it is not in the best
interests of shareholders that Richard
Talbot be elected, and recommends that
shareholders vote against this resolution.

The board's policy is to ensure that the
board comprises directors who collectively
have the relevant experience, knowledge
and skills required for the company,
taking into account its current size,
market position, complexity and strategic

focus, and assist in maintaining the
independence of the board. In reviewing
its composition and requirements for
director succession, the board is also
mindful of the corporate governance
practices and requirements for directors
of general insurance companies.

Having regard to this, each director
believes that Richard Talbot does not
have the experience, knowledge and skills
required of a director of an Australian
public listed general insurance company
such as I1AG.

In addition, in forming its view, the board
also took into consideration that in
20086, Richard Talbot was removed as a
director of National Roads and Motorists’
Association Limited (NRMA). Full details
of the reasons for his removal from

the NRMA board were set out in the
NRMA 2006 notice of annual general

* meeting, a copy of which can be found at

www.iag.com.au. In 2007, NERMA members
approved amendments to its constitution,
the effect of which was to disqualify
Richard Talbot from standing for election
as a director {of NRMA)} until the 2014
board election and from being appointed
by the board (of NRMA) as a director to fill
a vacancy until 4 November 2011.

Resolution 4

PHILIP TWYMAN

BSc, MBA, FlA, FIAA, FAICD

Philip Twyman was appointed as a director
of 1AG in July 2008.

He was forrherly group executive director
of Aviva plc, one of the world's largest
insurance groups, based in London.

He was also chairman of Morley Fund
Management and chief financial officer
of General Accident plc, Aviva plc and
AMP Group.

Philip is on the board of Swiss Re
{Australia), he was formerly an independent
non-executive director of Insurance
Manufacturers of Australia, a joint venture
between IAG and Royal Automobile Club

of Victoria (RACV) since April 2007,

Philip has extensive experience as a
director and senior executive in Australia
and overseas with significant knowledge
of all aspects of insurance businesses.

Directorships of other listed companies
held in past three years:

» Perpetual Limited since
November 2004,

What d6 the directors recommend
The other directors recommend that you
vote in favour of the resolution.

C. REMUNERATIﬁN REPORT

Resolution 5

The Corporations Act 2001 requires
listed companies to provide enhanced
disclosures of director and executive
remuneration in their annual report.

These disclosures are set out in the
remuneration report on pages 16 to 29
of the compary’s 2008 annual report,
which is available by contacting the Share
Registry or by visiting www.iag.com.au.

The company is required to propose 1o
its shareholders at its AGM a non binding
advisory resolution on the remuneration
report prepared by the directors, and to
allow guestions and comments cn this
remuneration report by shareholders.

What do the directors recommend
The directors recommend that you
vole in favour of the resolution.

FURTHER INFORMATION

If you would like any further information
regarding the AGM, please contact

the company’s Share Registry on

1300 360 688 if calling from within
Australia, +61 {0)3 9415 4210 from
outside Australia, or visit the |AG website
at www.iag.com.au.
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‘/ Iﬂu Lodge your vote:
Insurance Australia Group :

Online;
www.investorvote.com.au

Mark this box with an ‘X’ if you have made any changes to your address detais Control Number: 123456

Please mark X to indicate your directions

STEP 1 Indicate Who will Cast your Vote seisct one option only xx

At the Annual General Meeting of Insurance Australia Group Limited to be held in the Wesley Theatre,
Wesley Conference Centre, 220 Pitt Street, Sydney on Tuesday, 11 November 2008 at 10.00am and
at any adjournment of that meeting, I/We being member/s of Insurance Australia Group Limited

direct the following:

1. Cast Your Vote Directly 2. Appoint a Proxy to Vote on Your Behalf: 1/We hereby appoint ;13’; PLEASE NOTE: Leave this
. bex blank if you have selected
Record myfour votes the Chairman the Chairman of the Meeting.
strictly in accordance of the Meeting ' E:""‘;’('s')"se“ Your own
with directionsin .  OR '
Step 2. or failing the individual or body corporate named, or if no individual or body corporate is
3 ¥ PLEASE NOTE: You must mark FOR, named, the Chairman of the Meeting, as my/our proxy to act generally at the meeting on my/
AGAINST, or ABSTAIN for a valid our behalf and to vote in accordance with the following directions {or if no directions have been
direct vole to be recorded. given, as the proxy sees fit).
. ;‘ % PLEASE NOTE: I you mark the Abstaln box for an item, you are directing your proxy not to vote on your
STEP 2 Items of Business LS behalf on a poll and your votes will not ba counted in compuling the required majority.
s 5 & A
& & & ¢ &
ORDINARY BUSINESS < \g » ORDINARY BUSINESS < L la
1 Re-election of director 5 Approve Remuneration Report
Brian Schwartz
2 Re-election of director
James Strong The Chairman of the Meeting intends to vote
3 Election of director undirected proxies ‘against’ resolution 3 and ‘for’ the

Richard Talbot ’ other 4 resolutions.

4  Election of director
Philip Twyman

SIGN Signature of Securityholder(s) rnis section must be compisted.

Individuat or Securityholder 1 Securityholdar 2 Securityholder 3
Sole Director and Sole Company Secretary Director Director/Company Secretary
Contact
Contact Daytime / /
Name Telephone Date

Y 022444A v @_omputershure +




AII your securities wm be voted in accordance with your directions.

Casting Your Vote Directly
Voting 100% of your holding: Mark either the For, Against or Abstain box opposite each itermn of business. Your vote will be invalid on an item if
you do not mark any box OR you mark mere than one box for that itemn.

Voting a portion of your holding: Indicate a portion of your voting rights by inserting the number of securities you wish to vote in the For,
Against or Abstain box or boxes. The sum of the votes cast must not exceed your voting entitlement.

Appointment of Proxy :
Voting 100% of your holding: Direct your proxy how to vote by marking one of the boxes opposite each item of business. If you do not mark a
box your proxy may vote as they choose. If you mark more than one box on an item your vote will be invalid on that item.

Voting a portion of your holding: Indicate a portion of your voting rights by inserting the parcentage or number of securities you wish to vote
in the For, Against or Abstain box or boxes, The sum of the votes cast must not exceed your voting entitlement or 100%.

* Appointing a second proxy: You are entitled to appoint up to two proxies to attend the meeting and vote on a poll. If you appoint two proxies
you must specify the percentage of votes or number of securities for each proxy, otherwise each proxy may exercise half of the votes. When
appointing a second proxy write both names and the percentage of votes or number of securities for each in Step 1 overleaf.

A proxy need not be a securityholder of the Company.

Signing Instructions for Postal Forms
Individual: Where the holding is in one name, the securityholder must sign.

Joint Holding: Where the holding is in more than one name, all of the securityholders should sign.

Power of Attorney: If you have not already lodged the Power of Attorney with the registry, please attach a certified photocopy of the Power of
Attorney to this form when you return it .

Companies: Where the company has a Sole Director who is also the Sole Company Secretary, this form must be signed by that person. If the
company (pursuant to section 204A of the Corporations Act 2001) does not have a Company Secretary, a Sole Director can also sign alone.
Otherwise this form must be signed by a Director jointly with either another Director or a Company Secretary. Please sign in the appropriate
place to indicate the office held. i

Attending the Meeting

Bring this form to assist registration. If a representative of a corporate securityholder or proxy is to attend the meeting you will need to prowde
the appropriate “Certificate of Appointment of Corporate Representative” prior to admission. A form of the cerlificate may be obtained from
Computershare or online at www.computershare.com. ¢

Comments & Questions: If you have any comments or questions for the company, please write them on a separate sheet of paper and return
with this form.

[: Vote online or view the annual report, 24 hoeurs a day, 7 days a week:
www.investorvote.com.au

IZ Cast your vote or appoint a proxy
M Access the annual report, including the remuneration report

[Zf Review and update your securityholding

Lodgement of a Voting Form

This Voting Form (and any Power of Attomey under which it is signed) must be received at an address given below no later than 10.060am on Sunday,

9 November 2008. Any Voting Fr_)rm received after that time will not be valid for the scheduled meeting.

Documents may be lodged using the reply paid envelope or:

IN PERSON Share Registry - Computershare Investor Services Pty Limited, Level 2, 60 Carrington Street, Sydney NSW 2000 Australia

ONLINE Members may record their voting instructions on [AG’s website at www.iag.com.au, You will need information shown on the front of this voting
form to register your vete online.

BY MAIL Share Registry - Computershare Investor Services Pty Limited, Reply Paid 5358 Melboumme VIC 8060 Australia

BY FAX 02 8235 8220

If you require further information on how to complete the Voting Farm, please call Computershare Investor Services Pty Limited on 1300 360 688.

353NR40075



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. Information and
documenis given o ASX become ASX's property and may be made public. )

Introduced 30/%/2001.
[Name of entity Insurance Australia Group Limited
ABN 60 090 739 923

We (the entity) give ASX the following .information under listing rule 3.19A.2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director HUGH FLETCHER

Date of last notice 14 April 2008

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 Indirect

Nature of indirect interest Trustee and 20% beneficial shareholder of
(including registered holder) Fletcher Brothers Limited
Note: Provide details of the circumstances giving rise to the relevant

interest.

Date of change 3 October 2008

No. of securities held prior to change 20,740

Class Ordinary Shares
Number acquired 450

Number disposed 0

Value/Consideration $1,869.12

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

valuation

+ See chapter 19 for defined terms.

11/3/2002 Appendix 3Y Page |



ﬂppcuuul ~ 1
Change of Director’s Interest Notice

No. of securities held after change

21,190

Nature of change

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

Allocation of shares under the Company’s
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 parn.

Detail of contract

Nature of interest

Name of registered holder
(if issued securities)

Date of change

No. and class of securities fo
which interest related prior to

change :
Note: Details are only required for a contract in relation
to which the interest has changed

Interest acquired

Interest disposed

Value/Consideration

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

Interest after change

+ See chapter 19 for defined terms.

Appendix 3Y Page 2

11/3/2002



CIAG

Insurance Australia Group

16 October 2008

Manager, Company Announcements Office
ASX Limited

Level 4, Exchange Cenfre

20 Bridge Street

SYDNEY NSW 2000

Dear SirfMadam,
INSURANCE AUSTRALIA GROUP LIMITED (“IAG")
PRESENTATION BY IAG CEQ TO TRANS-TASMAN BUSINESS CIRCLE

Please find attached copy of presentation given today by IAG CEO, Mr Mike Wilkins,
to the Trans-Tasman Business Circle.

Yours sincerely

Glenn Revell

Group Company Secretary

Insurance Australia
Group Limited
ABN 60 090 739 923

388 George Street
Sydney NSW 2000
Australia

T +61 (0)2 9292 8222
www.iag.com.au
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Insurance Australia Group

29 October 2008

Manager, Company Announcements Office
ASX Limited

Level 4, Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear Sir/Madam,

INSURANGCE AUSTRALIA GROUP LIMITED {“IAG”)
EXECUTIVE APPOINTMENT

Piease find attached copy of a statement to be released to the media today in relation
to appointment of Mr Andy Cornish as CEO of IAG’s Australian Direct Insurance
business.

Yours sincerely

L .o\._yb{

“Glenn Revell

Group Compa_ny Secretary

Insurance Australia
~ Group Limited
ABN 60 090 729 923

388 George Street
Sydney NSW 2000
Australia

T +61 (0)2 9282 9222
Wwww.iag.com.au



MEDIA RELEASE UIAG

29 OCTOBER 2008 ' Insurance Australia Group

IAG EXECUTIVE APPOINTMENT

Insurance Australia Group Limited {(IAG) today announced the appointment of
Mr Andy Cornish as Chief Executive Officer of its Australian Direct Insurance
division, effective from late January 2009.

IAG Managing Director and CEO Mr Michael Wilkins said he was delighted Mr
Cornish was joining the Group.

“Andy is a 32 year veteran of the general insurance industry, with a strong track
record in successfully growing profitable businesses across insurance. classes and
distribution channels,” he said.

“Most recently, he held Managing Director roles over nine years with the second
largest general insurer in the UK, RBS Insurance, which is part of the Royal Bank of
Scotland Group. He successfully grew its commercial insurance division, including
launching Direct Line for Business in the UK last year and, previously, he led the
lucrative expansion of RBS Insurance across Europe and China.

“Before joining RBS Insurance, Andy was CEO of motoring organisation Green Flag
Group Ltd. He has also held roles at Zurich, wheré he advised on direct general
insurance market entry strategies, and Eagle Star Insurance, in management
positions in personal and commercial lines.

‘I look forward to the contribution Andy will make leading our largest business, Direct
Insurance in Australia,” Mr Wilkins said.

Mr Cornish will have responsibility for IAG's Direct Insurance business, which
provides personal and business insurance products directly to customers through a
network of branches, franchises and country service centres throughout Australia as
well as call centres and online facilities, under the NRMA Insurance, SGIO and SGIC
brands.

Mr Cornish will fake on the role from Mr Gary Dransfield who has been Acting CEO,
Direct Insurance.

Mr Wilkins thanked Mr Dransfield for his contribution during the executive search
period. He will resume his role as Head of Retail Sales and Service for NRMA
Insurance, SGIO and SGIC once Mr Cornish starts at |IAG.

Biographical details for Mr Cornish are provided overleaf. -
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Mr Andy Cornish, MBA

Mr Andy Cornish brings to |AG more than 30 years’ experience in the general
insurance industry. Previously he held several Managing Director roles over more
than nine years with the second largest general insurer in the UK, RBS Insurance,
which is part of the Royal Bank of Scotland Group. These roles included Managing
Director of each of the Commercial, International and Group Insurance Services
divisions. Prior to joining RBS Insurance in 1999, Mr Cornish was CEO of motoring
organisation Green Flag Group Ltd, and previously, he was with Zurich Insurance,
where he advised on direct general insurance market entry strategies. Between
1976-1992 he held roles with Eagle Star Insurance Co Ltd.

- ends -

About Insurance Australia Group Limited

Insurance Australia Group Limited (IAG) is an international general insurance group, with operations in Australia,

New Zealand, the United Kingdom and Asia. Its current businesses underwrite more than $7.8 billion of premium per
annum. The Group employs more than 15,000 people. IAG sells insurance under many leading brands, including
NRMA Insurance, CGU, SGIO, SGIC and Swann (Australia); NZI and State (NZ); Equity Red Star and Hastings Direct
(UK), and NZ1 and Safety (Thailand). For further information please visit www.iag.com.au

Insurance Australia

MEDIA RELATIONS INVESTOR RELATIONS Group Limited
Emma Foster Carolyn McCann 3%'; séoso 739;:;':; t
T +61 2 9292 8929 T +61 2 9292 9557 eome slree

M 0411 013 170 M 0411 014 126 Sychey NSW 2000
E emma.foster@iag.com.au E carolyn.mccann@iag.com.au T +61(0)2 9292 9222

www.iag.com.au
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CIAG

Insurance Australia Group

11 November 2008

Manager, Company Announcements Office
ASX Limited
Level 4, Exchange Centre

" 20 Bridge Street

SYDNEY NSW 2000

Dear SirfMadam,
INSURANCE AUSTRALIA GROUP LIMITED {'IAG")
ANNUAL GENERAL MEETING

Attached is a copy of an address by the Chairman, Mr James Strong to be delivered
to the Annual General Meeting of Insurance Australia Group Limited, scheduled to
commence at 10:00am today.

The Chief Executive Officers’ Address and Presentation and media statement will be
lodged separately and will follow.

The AGM is being webcast on www.iag.com.au/results/agmfindex.shtmt.

Yours sincerely,

Glenn Revell )
Group Company Secretary

Insurance Australia
Group Limited
ABN 60 080 738 923

388 George Street
Sydney NSW 2000
Australia

T +61 (0)2 9292 9222
WwWw.igg.com.au
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Insurance Austratia Group

ADDRESS BY MR JAMES STRONG, CHAIRMAN
INSURANCE AUSTRALIA GROUP LIMITED
2008 ANNUAL GENERAL MEETING

11 NOVEMBER 2008

Before we commence the formal business of the meeting today, | would like to provide a brief
overview of some of the recent initiatives the board has implemented to improve the

performance of the Group.

| will then ask our Chief Executive Officer, Michael Wilkins, to provide a more detailed review
of our operational performance and strategy, and an update on the Group’s outlook for the

current year.

There is no doubt the 2008 year was one of IAG’s most challenging. A wide range of factors
severely affected our company's performance, resulting in a very disappointing financial result.

Higher claims costs from more severe and frequent weather events, coupled with the
challenge of operating in soft insurance cycles and weakened global financial markets, all
combined to reduce profitability across the Australian general insurance industry.

In addition to these industry-wide challenges, one part of IAG’s operations in particular has
performed below expect_ation. This business — our mass market distribution operations in
the United Kingdom — was affected by the continuing soft cycle in the UK’s private motor

market, in conditions which have been much slower to recover than widely anticipated.
Decisive action to improve performance

While recognising that all these factors — both external and internal — have adversely
affected our financial performance in 2008, the board is not making excuses. Rather, we
accept responsibility for this performance, and have taken a number of actions in response.
None of the initiatives we have taken have been easy. They have included changing

management, cost savings initiatives, which have regréttably included staff redundancies,

and the sale of some parts of our business.
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However, with these initiatives in progress, the board and management team are confident
that we have entered this current financial year with an improving operational performance,

which in tumn will lead to improved shareholder returns.
Our confidence is driven by a number of factors.

First, we believe the revised corporate strategy outlined in July by Chief Executive Officer
Mike Wilkins will restore value and profitability. We are pleased with the progress made,
having already implemented a new business operating model and substantial cost saving

initiatives, on which Mike will provide further detail in a few minutes.
We are also making progress with the sale of some of the parts of our UK operations.

While these changes will take some time to work through to the company’s bottom line, we
expect to achieve an improved insurance margin for the 2009 financial year in excess of

10%". This is significantly higher than the 6.1% we reported in the 2008 financia! year.

Second, shareholders should have confidence that IAG remains strongly capitalised. This
is a particularly important point given the uncertainty created by the unprecedented turmoil
in global financial markets. IAG has a strong balance sheet and holds capital at a level
which is surplus to our regulatory requirements. This is without having to rely on any of the
$550 million of pre-funded contingent capital, which the Group had previously raised in
2005 to be available for the future - should the need arise, at a time when capital may

become a very scarce and expensive resource.

We also continue to maintain the highest financial strength ratings from Standard & Poor's of
any Australian based insurer, despite a one notch downgrade to our ratings during the year.
Each of our key wholly owned insurers has a rating of ‘AA-' with a Stable Outlook, which is a

reflection of their very sfrong financial condition.

And third, we have seen significant change in our executive management team. We have a
new Chief Executive Officer, Mike Wilkins, who is extremely well qualified to lead IAG as it
embarks on its new direction.

* Subject to no material movement in foreign exchange rates or credit spreads and no catastrophes or large
losses beyond IAG's alfowances.
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Mike has more than 25 years of insurance and financial services experience. Before joining
IAG 12 months ago as chief operating officer, he was managing director of Promina which

was the former owner of insurers AAMI, Vero and Australian Pensioners Insurance Agency.

I would also like to acknowledge our staff, who have continued to act professionally and with
our customers’ interests at heart, despite the challenges we have faced as an organisation.

Board changes

In addition to the management team and operational changes mentioned above, the board is

also undergoing change.

Neil Hamilton and Rowan Ross — both of whom have served on our board since prior to
listing - retired on 31 August 2008. These directors were instrumental in guiding the Group
through a period of growth and development after demutualisation, and | thank them for their

contribution.

In line with our desire to continue to strengthen the combosition of the board through the
addition 6f new members with relevant experience, Philip Twyman has been appointed as a
director. Philip has extensive business experience, particularly in the insurance sector,
working in significant roles in both Australia and the UK. You'll hear from Phillip later in the

meeting.

As outlined in the annual review, | am standing for re-election this year, as part of the normal

rotation of directors.

This decision was made because the board and management believe it is important to
provide continuity and stability in the role of the Chairman during the implementation of the
‘major changes in our company's management and strategy.

We recognise, however, that under our board’s tenure policy, if | am re-elected, this would
be my last term as a-director. With this in mind, the board is addressing the need for a
planned and orderly succession in the role of Chairman, in accordance with proper

governance principles.
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| also anticipate there will be additional appointments to the board of directors with relevant

experience, in the short term. We will keep you informed as these changes take place_.
QBE takeover proposal

Most of you would be aware that QBE insurance Group made, and then withdrew, a
proposal to acquife IAG earlier this year. Given this proposal generated such a great deal of
interest from shareholders, the market and the media, | thought it appropriate to provide

some remarks.

Contrary to what's been reported, QBE did not make a formal or complete offer, and
declined to put a general takeover offer to IAG shareholders which could have been judged
by you on its own merits. Instead, QBE insisted it required a unanimous recommendation
from the board of IAG to provide the support necessary to carry a scheme of arrangement

with shareholders.

It was the board’s view that QBE sought to take advantage of the then current negative
insurance cycle in Australia to attempt to acquire IAG at a low price, without offering a
satisfactory premium to IAG shareholders.

The proposal did not adequately reflect IAG’s underlying value or the significant synergies
and value which could be created by combining the two companies. '

The IAG board acknowledged at the time, and still believes, that substantial benefits could
result from combining these businesses and indicated its willingness to explore these
potential benefits. However, the proposed price was too low to adequately reflect the
inherent value of IAG's businesses and brands. The board could not recommend the
proposal to shareholders and, as a result, QBE decided to withdraw it. -

Since the proposal was withdrawn, we have focused on driving forward with our new

strategies to enhance shareholder value and, as mentioned, we are pleased with the
progress to date. '
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Dividends

The board has decided it is no longer sustainable to continue paying dividends that exceed
100% of our profit.

As a result, we paid a fully franked dividend of 9 cents per ordinary share on 3 October,
bringing total dividends for the year to 22.5 cents per share, fully franked. This was 7 cents
lower than the previous financial year.

Moving forward, dividends will be based around a target payout range of 50%-70% of

reported cash earnings, and will continue to be fully franked for the foreseeable future.
Looking forward

In closing, | would like to restate that improving and sustaining shareholder retumns is the

main priority of the board and managemeni.

We will be measuring our financial success based on two key targets which we aim to
achieve through the cycle — top quartile shareholder returns and a return on equity greéter
than 1.5 times our weighted average cost of capital. This equates to a return on equity of
around 15% through the cycle.

I am confident we are implementing the right strategy and operating structure and have the

management team to improve our financial performance.

IAG remains very well capitalised and | believe the actions we are taking should give

shareholders confidence that we are rebuilding to create a stronger future for the Group.

Our CEO Mike Wilkins will now make a presentation to you, before we turn to the formal part

of the business.
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INSURANCE AUSTRALIA GROUP

ANNUAL GENERAL MEETING 2008

Michael Wilkins
Managing Director & Chief Executive Officer

11 November 2008 | (L%lAG

Insurance Austrafia Group

Thank you James. .
Good morning ladies and genttemen, and thank you for attending our AGM today.

I would like to start by saying | feel very honoured to be given the opportunity to lead a
company with such a strong heritage, iconic brands and long track record in helping
customers in times of need.

During my presentation, | plan to discuss:

» |AG’s performance for the 2008 financial year and provide some detail behind the
factors which have impacted our result;

The revised strategy and operating model we've put in place to improve our
performance; and

*  Our outlook for the current financial year.




PERFORMANCE IN 2008

CIAG

Insueance Australla Group

* As mentioned by the Chairman, our financial performance for the 2008 year was disappointing.
+ Both external and internal factors contributed to this result:

We were affected by the continuing soft-cycle in commercial insurance in Australia, and to a
lesser extent, New Zealand, and the UK private motor market continued to be challenging;

Our businesses in Australia, NZ and the UK all experienced increased costs from claims
related to storms and other natural perils;

We also started to see early 5|gns of economic and demand-driven inflationary pressures in
some of our claims costs;

In hindsight, our expense structure in Australia was also too high and, frankly, we were slow
to put rate rises through in some of our businesses; and

These factors were exacerbated by the impact of weak investment markets.

We have acknowledged that we need to do better, and let me assure you — we can. We have

already taken a number of actlons to |mprove our performance, which | will discuss in a few
minutes.

But first, | will provide some further detail on our financial performance in the 2008 financia! year.




FINANCIAL PERFORMANCE
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+  We grew our top line revenue, or gross written premium, by 5.6% during the year to $7.8
billion.

» Howaever, our insurance profit was down by $319m to $448m. This represented an insurance
margin of 6.1%, compared to 11.4% in the previous year.

+ This

result was adversely impacted by:

- Increased claims costs from natural perils — while paying claims for damage from
storms and other natura! perils is a normal part of doing business for an insurer, 1AG’s
businesses incurred $502m in natural perils claims costs, which is 22% more than the
previous year, and 57% or $182m above our allowances.

- We also incurred a $122m adverse impact from widening credit spreads as the credit
markets deteriorated, which reduced our insurance margin by 1.7%. It's important to
point out that | am very comfortable with our asset quality and we do expect to recover
this amount as these securities mature; and

- Our reserve releases were 16% lower than the previous year.

» Atthe same time, the income we received from shareholders’ funds was significantly lower at
$24m compared to $301m in the previous year, due to the poor performance of investment
markets.




FINANCIAL PERFORMANCE

NET PROFIT AFTER TAX DIVIDENDS
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We also incurred one off impairment and restructuring costs in the 2008 financia! year
associated with our revised strategy, which 1'll take you through in a moment.

When combined with the financial effects of operating in an environment characterised by
continuing soft cycles in some of our key markets, another year of high claims from natural
perils and volatile investment markets, these factors contributed to the Group reporting a net
loss after tax for the 2008 financial year of $261m.

In this context, the board declared a reduced final dividend of 9 cents per ordinary share. This
takes the full year dividend to 22.5¢ps, fully franked, which is a reduction of 7cps from the
previous year. We took this decision as we felt it was not prudent to continue to pay dividends
in excess of our earnings. '

As mentioned, we know we need to do better. We believe the initiatives we are taking, coupled
with improvements in our operating environment, will help us improve our financial
performance and deliver an insurance margin in the 2009 financial year in excess of 10%.

-$261 FY2004 FY2005 Fy2006 FY2007 FY2008
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A REFINED STRATEGY TO IMPROVE
PERFORMANCE

UIAG

Insurance Australia Group

« In July, | announced a number of changes to our strategy and operating model, which were
communicated in a letter from the Chairman to all shareholders at that time.




STRATEGIC PRIORITIES

\

~» Improve our performance in Australia and
New Zealand

* Pursue selective international growth options ~
Asia and other narrow specialist opportunities

» A devolved model with the Corporate Office as
portfolio manager

» Driving operational performance and execution
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* Inthat letter we confirmed our strategic decision to remain focussed on general insurance rather
than branching out into other classes of insurance or businesses.

+  We refined our corporate intent, which is to be a portfolio of high performing, customer-focused
diverse operations, providing general insurance in a manner that delivers superior experiences for
our customers and creates shareholder value.

«  We also refined our targets and will now focus on two key measures, which we aim to achieve
through the cycle. These are to achieve:

- top quartile total shareholder return; and

- return on equity greater than 1.5 times our weighted average cost of capital. This
translates to an ROE of around 15%.

*+  We needed to make some tough decisions to ensure we got our business fundamentals right and
set a course for the future. We now have a clear focus on four strategic priorities:

- Improving our performance in our home markets of Australia and New Zealand,

- Pursuing selective international growth options. We still see room for some international
growth but it will be more tightly targeted, concentrating on Asia and other narrow,
specialist opportunities where we can add value through the transfer of our specialist
insurance skills, particularly in the areas of underwriting, pricing, claims and actuanal
activities. This means we are scaling back our operations in the UK to become primarily a
specialist motor underwriter through our Equity Red Star business, while locking to sell
our mass market distribution businesses — Hastings/Advantage and the branch netwark of
Equity Insurance Brokers;

— Moving to a simpter and more devolved operating mode! aligned to customer needs; and
- Driving efficiency in our businesses with a focus on cost reduction initiatives.




OUR BUSINESS MODEL AND BRANDS
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ACTIVE PORTFOLIO MANAGEMENT & GOVERNANCE {CORPORATE OFFICE)
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» Our new operating model further devolves responsibility and accountability as close to the end-
consumer as possible,

«  We've removed duplication of back-office roles and our corporate office was restructured with a
well-defined remit as an active portfolio manager, designed to deliver value to the Group and our
shareholders.

*  The impact of all of this was a reduction of around 6% of our Australian workforce, however, we
attempted to minimise the impact on customer facing roles.

= These initiatives are delivering $130 million in annual pre-tax run-rate savings in Australia.




NEW MANAGEMENT STRUCTURE

pacRs * Commences January 2009, UIAG
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+ Along with simplifying our operating model, we also simplified our management structure. | believe
we. now have the right mix of industry and relevant experience in our executive team. -

*  We recently appointed a new member to the team, Andy Cornish who commences as CEO of our
Australian Direct Insurance business in January. Andy is a 32 year veteran of the general
insurance industry, with a strong track record in successfully growing profitable businesses across
insurance classes. Most recently he was with the second largest general insurer in the UK, RBS
Insurance, which is part of the Royal Bank of Scotland Group.

*  With the addition of Andy, | believe this is a strong management team with the experience to
improve the performance of the Group. .




SUSTAINABILITY PERFORMANCE GLOBALLY RECOGNISED
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«  Qur commitment to improving our performance against non financial measures remains as
important as our financial performance improvements.

+  We made progress against many of our sustainability measures during the 2008 financial year.
For example, in line with our 2012 carbon neutral goal, we've reduced our CO, equivalent
emissions, and will continue to support initiatives that improve the energy efficiency of the
buildings we occupy which benefits not only the environment, but reduces our own costs.

«  We are proud to have been included again in the Global 100 Most Sustainable Corporations in
the World and Dow Jones Sustainabiiity indexes. While recognising that these benchmarks
illustrate our leadership, the bar is high.

* We know we must continue to rise to the challenge of exploring new ways to maintain our
leadership position by delivering superior outcomes for our customers, employees and,
importantly, our shareholders. '




DELIVERING ON OUR PROMISES

CIAG

Insueance Australia Group

« Coming up with a new strategy and operating model is the easy part. Delivery is the hard part.

I'm pleased to report that we are making good progress.
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DELIVERING ON OUR PROMISES

I T

Move to a simpler operating model by end of September i v
Deliver $130m in annual before tax run rate savings in Australia i_ e
1 Appoint CEQO of Direct Insurance in Australia L v
Pursue select opportunities in Asia I On traciut-'
Scale back operatlons in the UK sales procese-t:rnderway 41 On t_reci_t
“Exit from Lioyds s_s'ynEiTEQEé 4455 (‘Alba ) and undenNriting;gency [

Our ongoing priority: to focus on driving performance and optimising returns
in our home markets of Australia and New Zealand
PAGE ft : UIAG
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» Qur operational model was up and running by the end of September.
+  The majority of our cost saving initiatives in Australia were atso implemented by the end of September.
» As mentioned, we appointed a new CEO to manage our largest business, Australian Direct Insurance, with
- significant experience.
»  We are on track in our pursuit of select growth options in Asia: .
*+ We are working towards finalising our general insurance joint venture in India with the State Bank of
India, which we expect to be up and running in 2008; and
» QOur Mataysian joint venture has also signed a memorandum of understanding to acquire the general
insurance business of MAA, and a stake in its takaful business.

+ In the UK, Equity Red Star continues to perform well, and our plan to exit our mass market distribution
businesses — Hastings/Advantage and the branch network of Equity Insurance Brokers - is well underway.
Discussions are continuing with interested parties, and we're exploring all avenues of maximising
shareholder value, including selling the businesses as a whole or separately. We are pleased with the
progress, particularty given prevailing market conditions. We expect to provide an update on this process by
the time we report our half year results in February.

»  We also said we'd exit our Lloyd's managing agency and specialist Asian syndicate, Alba, as it was no longer
required to support the Group’s Asian businesses. As a result, that syndicate stopped writing new business
in September and is now in run-off. Diagonal will also be closed as the Syndicate is transitioned to another
managing agency.

«  Our prime focus is on our home markets of Australia and New Zealand:

«  Qur cost initiatives have already been mentioned;

+ In NZ, the implementation of cost savings initiatives during the year are expected to deliver around
$16m in annual savings in FY09 and the business is looking to restore profitability by growing GWP on
the back of hardening rates and the ‘re-launch’ of the State direct brand;

+ In our Australian intermediated insurance business, CGU, we will continue to maintain pricing
discipline and contain expenses. ‘We've seen promising early signs around the direction of the
commercial cycle. To capitalise on this and accelerate the performance of the business, the focus is
on customer retention and improving the overall efficiency and effectiveness, in line with our corporate
strategy; and

+  The Australian Direct Insurance business has progressed initiatives to support growth at least in line
with the market; focus on its core capabilities, including refining underwriting and pricing to ensure -
premiums reflect changed risks and cost conditions; and delivering new product initiatives and
enhancements to meet changing customer needs and market dynamics.
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NRMA INSURANCE NEW BRAND CAMPAIGN
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+ Evidence of our focus on our home markets can be seen through our new brand campaign for NRMA

insurance, SGIO and SGIC - you can now “unworry”, “unstress” and “uncrash” and several other “un’s”.

+ Along with the campaign, we have a new range of product offerings in Direct Insurance, including a
market-leading third party fire and theft motor product, variable excess options for our motor offerings
and more bundled discount options for loyal customers. All of these initiatives are designed to ensure
that we remain relevant in our chosen markets and to give our customers greater choice in finding the
best product to suit their individual needs. And there are more initiatives to come.

*  We have made similar investments in our brands in the other markets in which we operate.

12
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FY09 — A YEAR OF REBUILDING
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» Now to the current year.
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LOOK REAFFIRMED

For the year to 30 June 2009, we remain on track to deliver*:

' Gross written premium growth 0%-2%

- Insurance margin 1 10%+
{now including corporate expenses) . _

* Subject to no material movement in foreign exchange rates, no catastrophes or large losses beyond our
allowances and no material changes in credit spreads relative to 30 June 2008.

* - Lug

The unprecedented turmoil in global financial markets has changed the economic conditions in which we
are operating, since we first provided our guidance for the 2009 financial year.

Despite this change in the environment, we remain on track to deliver our guidance of a 10%+ insurance
margin (including corporate costs), and 0%—-2% growth in reported gross written premium.

QOur guidance, of course, assumes weather events remain within our normal provisioning and there is no
material changes in credit spreads and foreign exchange movements.

Our largest businesses — Australian Direct and Intermediated Insurance — continue to perform well.

In New Zealand, our business has had a challenging start to the year having already incurred around
$20 million in claims costs as a result of severe storms across the country in July. However the Group’s
overall natural perils claims costs remain well within allowances. .

As mentioned, the sale process for some of our UK businesses is underway and we are in discussions
with interested parties. | aim to give an update on this process to the market by the time we report our
half year results in February.

14




INVESTMENT MIX STABLE AND HIGH CREDIT QUALITY MAINTAINED

Sept. 08 Investment Asset Exposure - $11.1hn Sept. '08 Fixed Interest & Ca.sh -$10.2bn

Bonds ‘A" <A’ and
Growth Assets unrated

Barks, Risk Free

Firanoal | acsets ‘ans’
Insiittons &

) WGl

Other Bonds
) B 7%
Hole: Excludes trvestment in Assoclates 30 1on Mkt Furds
AAAM' 15%

Total investment portfolio value is currently $11.1bn
Only 8% invested in growth assets and 92% in cash and fixed interest
. 96% of cash and fixed interest invested in assets rated ‘AA’ or better
Net profit before tax sensitivity to a 10 bpts change in credit spreads unchanged at $11m
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« Understandably, given the current turmoil in financial markets, our customers and shareholders want
to know that we are positioned well to be able to continue to pay claims and create value for our
shareholders, despite the challenging economic conditions. | can assure you we have the
fundamentals in place. '

» Importantly, IAG maintains a conservative investment strategy to manage its investment portfolio,
which currently has a total value of around $11.1 billion.

» Our investment mix has remained stable since we reported our FY08 result and we have maintained
a high credit quality across the portfolio.

+» Only 8% of our current portfolio (technical reserves and shareholders’ funds) is invested in growth
assets, with the remaining 92% invested in cash and fixed interest. 96% of our cash and fixed
interest investments is held with high credit quality counterparties rated AA or better.

« In 2H08 we took advantage of credit spreads by increasing our exposure to Australian major trading
bank debt which increased the banks and financial institutions component thereby locking in higher
running yields. As at 30 September 2008, this component was 42%. These changes will improve
our technical reserves returns going forward.

= All credit assets are perforrhing and meeting interest/principal repayment obligations.
= Currently, net profit before tax sensitivity to a 10 bpts change in credit spreads is $11m.
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IAG REMAINS WELL CAPITALISED

« Balance sheet and regulatory capital position remain strong

» No material debt maturing in either 2008 or 2009 and, in June 2008, held over
$1.25 billion in cash or cash equivalents

* Very strong ‘AA’ category financial strength ratings for key wholly owned
insurers

FAGE 16 U

+  We also retain strong capital and risk management protocols. This is fundamental to the
efficient operation of our business and integral in all that we do. Robust capita! requirements
and risk management protocols have positioned the Australian mdustry well to ride through this
current period of uncertainty and volatility.

= Our balance sheet and regulatory capital position remain strong.

* As mentioned by the Chairman, the Group also continues to have $550m of pre-funded
contingent capital available.

« Debt leverage has fallen as we have reduced the amount of debt we have outstanding. We
bought back all $200m of Reset Preference Shares in June, and in November 2007 we
reduced outstanding subordinated debt by around $220m. These repayments are reflected in
our debt leverage dropping from 30% at end of FY07 to 25% at the end of FY08. In relation to
funding profile, nearly all of our debt is fixed cost (both rate and margin), and the $40 million of
debt maturing during FY09 was repaid in early August.

*  We have continued our strong rating, with S&P rating our key wholly owned insurance entities
‘AA minus’ with a stable outlook.
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« IAG is a fundamentally sound and well positioned company with great franchises and
significant market positions in its home territories.

+ 'We are confident in our revised strategy and the future for the Group.

» Qur refined strategy and structure are already having an impact in the short term. But
even more importantly, they will continue to drive our future success.

+ Thank you.
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11 NOVEMBER 2008 Insurance Austratia Group

IAG reaffirms full year.guidance |

Insurance Australia Group Limited (IAG) Managing Director and Chief Executive Officer,
Mr Michael Wilkins, told shareholders at the company’s annual general meeting today
that the Group remained on track to deliver on its guidance for the 2009 financial year.

“Since we first provided our guidance for the 2009 financial year in July, the unprecedented turmoil
in global financial markets has depressed the economic outlook. Despite these difficult conditions,
we remain on track to deliver gross written premium growth within our 0%—2% guidance range,

and an improved insurance margin in excess of 10%", including corporate costs,” Mr Wilkins said.

“During the first quarter, our largest businesses, Australian Direct and Intermediated Insurance,
performed well. :

“We've completed the restructure of our Australian operations to deliver around $130 million in
annual before-tax run-rate savings, and appointed a CEO to our largest division, Direct
Insurance, who will further strengthen the executive management team.

“In New Zealand, our business has had a challenging start to the year having already incurred
around $20 million in claims costs as a result of severe storms across the country in July.
However the Group’s overall natural perils claims costs remain well within allowances.

“In the UK, Equity Red Star continues to perform well, and our plah to exit our mass market
distribution businesses — Hastings/Advantage and the branch network of Equity Insurance
Brokers - is well underway. Discussions are continuing with interested parties, and we're

- exploring all avenues of maximising shareholder value, including selling the mass market

businesses as a whole or separately. We are pleased with the progress, particularly given
prevailing market conditions.

“We also said we'd exit our Lloyd's managing agency and specialist Asian syndicate, Alba, as it
was no longer required to support the Group’s Asian businesses. As a result, that syndicate
stopped writing new business in September and is now in run-off.

“Like most companies our investment returns will be affected by the current financial market
volatility, but our conservative investment strategy is helping minimise the impact. At 31 October
2008, 92% of IAG's investment portfolio (technical reserves and shareholders’ funds) was
invested in cash and fixed interest rather than growth assets, with 96% of these investments
held with high credit quality counterparties rated ‘AA’ or better. Importantly, the Group remains
well capitalised,” Mr Wilkins said.

IAG Chairman Mr James Strong said he was pleased with the progress being made in improving
Group profitability.

“The board has accepted responsibility for the Group’s disappointing performance in the 2008
financial year and has initiated a program of decisive changes to improve performance. | am
confident we now have the right management team, strategy and operating structure to improve
value in the 2009 financial year and beyond,” Mr Strong said.

“We have also adopted a more sustainable dividend policy which will see future dividend .
payments equating to around 50%—70% of reported cash earnings. Dividends will continue to be

*n

fully franked for the foreseeable future”.

* Subjact to no material movement in foreign exchange rates or credit spreads and no
catastrophes or large losses beyond IAG's allowances.
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Mr Strong also told shareholders the board is undergoing renewal as it looks to further
strengthen its composition.

“The board is mindful of the need to continue to renew and further strengthen its composition
through the addition of members with relevant skills and experience. In addition, as this will be
my last term under our board’s tenure policy, the board is addressing the need for a planned and
orderly succession in the role of Chairman, in accordance with proper govemance principles.
We will advise the market as any changes occur,” Mr Strong said.

- ends —

About Insurance Australia Group Limited

Insurance Australia Group Limited (lAG) is an international general insurance group, with operations in Australia, New Zealand, the
United Kingdom and Asia. Its current businesses underwrite more than $7.5 billion of premium per annum. It employs more than
15,000 people of which around 10,000 are in Australia. It sells insurance under many leading brands including NRMA Insurance,
CGU, SGIO, SGIC and Swann (Australia); NZI and State (NZ); Equity Red Star (UK); and NZ| and Safety {Thailand}. For further
information please visil www.iag.com.au

CORPORATE AFFAIRS INVESTOR RELATIONS
Emma Foster Carolyn McCann

T 02 9292 8929 T 02 9292 9557

M 0411 013 170 M 0411 014 126

E emma.foster@iag.com.au E carolyn.mccann@iag.com.au

Insurance Australia
Group Limited
ABN 60 090 739 923

388 George Street
Sydney NSW 2000
Australia

T +61(0)2 9292 9222
www.iag.com.au
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11 November 2008

Manager, Company Announcements Office
ASX Limited

Level 4, Exchange Centre

20 Bridge Street .

SYDNEY NSW 2000

Dear SirfMadam,
INSURANCE AUSTRALIA GROUP LIMITED (1AG")
ANNUAL GENERAL MEETING POLL RESULTS

At the Annual General Meeting of shareholders held today, polls were held on afl
items of business as set out in the Notice of Meeting dated 17 September 2008. The
Returning Officer has advised that the results of the polls are as follows:

Election of Directors:

Resolution 1: To consider and, if thought fit, pass the foIIowmg resolution as an
ordinary resolutlon

“To re-elect as a director Brian Schwartz who retires by rotation in
accordance with the company’s Constitution, and being eligible,
offers himself for re-election”

The resolution was carried as an ordinary resolution.

Resolution 2: To consider and, if thought fit, pass the following resolution as an
ordinary resolution:

“To re-elect as a director James Strong who retires by rotation in
accordance with the company’s Constitution, and being eligible,
offers himself for re-election”

The resolution was carried as an ordinary resolution.

Resolution 3: To consider and, if thought fit, pass the foIIowmg resolution as an
ordinary resolution:

~“To elect as a director Richard Talbot”

The resolution was not carried as an ordinary resolution.

Insurance Australia
Group Limited
ABN 80 090 739 923

388 George Street
Sydney NSW 2000
Australia

T +61 (Q)2 9292 9222
www.iag.com.au




Resolution 4:° To consider and, if thought fit, pass the following resolution as an
ordinary resolution:

“To re-elect as a director Philip Twyman™
The resolution was carried as an ordinary resolution.
Remuneration Report

Resolution 5; To consider and, if thought fit, pass the following resolution as an
ordinary resolution: '

*That the Company's Remuneration Report for the financial year
ended 30 June 2008 be adopted”

The resolution was carried as an ordinary resolution.

The results of the proxy voting on the polls carried out in respect of each of the above
resolutions are set out on Schedule A attached to this letter. '

Yours sincerely,

Glenn Revell
Group Company Secretary
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12 November 2008

Manager, Company Announcements Office

- ASX Limited

Level 4, Exchange Centre
20 Bridge Street
SYDNEY NSW 2000

Dear SirfMadam
INSURANCE AUSTRALIA GROUP LIMITED {‘IAG’)
DIVIDEND PAYABLE: RESET PREFERENCE SHARES
RPS1 (IAGPA) .

We advise that the Board of Insurance Australia Group Limited declared a fully
franked dividend in respect of 3,500,000 Reset Preference Shares with a face value
of $100 (RPS1) as follows:

RPS1
Dividend rate per annum 5.63%
Amount payable per $100 share $2.8227
Record date 28 November 2008

Payment date 15 December 2008

Yours sincerely

Ly

Glenn Revell
Group Company Secretary

fnsurance Australia
Group Limited
ABN 80 090 739923

388 George Street
Sydney NSW 2000
Australia

T +61 {0)2 9292 9222
www.iag.com.au
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IAG receives around 6,000 claims following south-east
Queensland storms

Insurance Australia Group Limited (IAG) today confirmed it currently expects to pay
between $60 million and $70 million to customers affected by the November storms in
south-east Queensland.

The estimate includes claims from the windstorm that swept through the north-west suburbs of
Brisbane on Sunday 16 November and the storms which affected south-east Queensland on
Wednesday 19 November and Thursday 20 November.

IAG Managing Director and Chief Executive Officer, Mr Michael Wilkins, said that as at 9am
today, NRMA insurance and CGU had received around 6,000 claims.

“Our main priority is helping our customers. The NRMA Insurance and CGU teams have been
working around the clock, fielding customer calls and processing claims. We have deployed
additional assessing and claims management staff from interstate to provide further assistance to
affected customers. .

“Tarpaulins have been erected to protect customers’ damaged homes and emergency repairs
and assessments are well underway with work allocated to builders and tradespeople for serious
damage,” he said.

“Temporary accommodation is also being offered to customers whose homes are uninhabitable,
and retail vouchers are being distributed to customers for emergency provisions.”

Mr Wilkins said that both NRMA Insurance and CGU have a strong track record of helping
customers in times of need.

“Cur claims people understand our customers’ needs and the importance of taklng a proactive
approach.”

The majority of claims lodged with NRMA Insurance and CGU are related to home building and
contents damage, with some commercial and motor vehicle damage also reported.

IAG remains within its budgeted storm allowance for the 2009 financial year of $314 million. The
company's reinsurance retention for a single event in Australia is $118 million. It also has
aggregate cover of $150 million which provides protection for accumulated losses arising from
events larger than $15 million up to $50 million. In calendar year 2008 losses that can be
counted towards the $150 million aggregate include the $51 million from the Mackay storms in
February 2008 and $20 million from the Victorian windstorm in Apnl 2008.

-ends -
About Insurance Australia Group
Insurance Australia Group Limited (IAG) is a general insurance group with operations in Australia, New Zealand, the -
United Kingdom and Asia. Its current businesses underwrite around $7.8 billion of premium per annum. It employs
around 15,000 people. It sells insurance under many leading brands including NRMA Insurance, CGU, SGIO, SGIC
and Swann (Australia); NZ| and State (NZ); Equity Red Star (UK); and NZ| and Safety (Thaitand}. For further
information please visit www.iag.com.au

MEDIA RELATIONS INVESTOR RELATIONS Insurance Australia
Emma Foster Carolyn McCann Simon Phibbs Group Limited

T +61 2 9292 8929 T +61 2 9292 9557 T +61 2 9292 8796 ABN 60 090 739 923
M +61 411 013 170 M +61 411 014 126 M +61 411 011 899 o gm;%evfgggg
E emma.foster@iag.com.ay E carolyn.meccann@iag.com.au E simon.phibbs@iag.com.au Azstraﬁa

T +61 (0)2 9292 9222
www.iag.com.au
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24 November 2008

Manager, Company Announcements Office
ASX Limited

Level 4, Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear SirfMadam,
INSURANCE AUSTRALIA GROUP LIMITED ('IAG’)

IAG AND STATE BANK OF INDIA AGREE TO FORM
GENERAL INSURANCE JOINT VENTURE

Piease find attached a media release and slide presentation with information relating
to the general insurance joint venture signed today between IAG and the State Bank
of India.

IAG management will present the slides via a teleconference at 17:00 AEST today.
To participate from within Australia, dial 1800 148 258,

To participate from ocutside Australia, dial +61 2 8524 6650.

Please quote conference ID. 74716222,

Yours sincerely,

- 6. 4 Poention, n”
Glenn Revell
Group Company Secretary

insurance Australia
Group Limited
ABN 60090 739 923

388 George Street
Sydney NSW 2000
Australia

T +61 (02 9202 9222
www.iag.com.au
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MEDIA RELEAS

24 NOVEMBER 2008 : :

IAG and State Bank of India agree to form general insurance
joint venture

Insurance Australia Group Limited {(IAG) and State Bank of India (SBl) announced
today they had signed a joint venture agreement to establish a general insurance
company in India, expected to commence trading in 2009.

This follows IAG's announcement on 13 May 2008 that it had been selected by SBl as its
preferred partner to enter exclusive joint venture negotiations.

IAG Managing Director and Chief Executive Officer Mr Michael Wilkins said forming the joint
venture was a significant step in IAG’s strategy to pursue select internationa! general
insurance opportunities.

“We are delighted to be partnering with India’s premier financial services organisation, SBI.
This provides us with an exciting opportunity to be a key participant in India’s rapidly growing
general insurance market, by leveraging the combined strengths of our two organisations.

“Entering the Indian general insurance market has been a priority for IAG for some time, to
support our longer term growth and profitability. India has a large and expanding economy,
with a general insurance market predicted to grow 15%—20% per annum over the next ten
years.

“SBl is India's largest and most recognised financial services organisation, with more than
100 million customers, and considerable distribution reach through a network of more than
11,000 branches, and access to an additional 46 million customers and 4,500 branches
through its associate banks.

*SBI has successfully built joint venture relationships with other foreign partners, including a
life insurance business, and has a track record in general insurance distribution. IAG brings to
the partnership proven capabilities in the areas of underwriting, pricing and actuarial, and risk
and claims management,” Mr Wilkins said.

SBI Chairman Mr OP Bhatt said the joint venture is part of SBI's strategic initiatives to retain
its position as the pre-eminent financial services group in India.

“Insurance penetration in India is very low and the general insurance industry is expected to
grow at a brisk rate of 15%—20% p.a. over a period of the next 10 years. SBI with its
unparalleled brand equity and extensive distribution network will be able to provide protection
to people even in the remote rural and semi urban areas throughout the country and help
deepen the market. | am sure that this venture, like our Life Insurance venture SBI Life, will
also emerge as a leader within a short span of time. This initiative will further diversify SBI's
portfolio of financial services offered to its customers. We look forward to developing a
successful business with IAG.”

Page 10f 2
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The joint venture will have exclusive access to SBI's distribution network and brand, and will
aim to build scale in the corporate, SME and retail segments, where SBI has particularly
strong customer relationships.

IAG will initially hold 26% of the joint venture, the maximum allowable under India’s current
foreign investment rules, and has an option to increase its stake to 49% in future, subject to
regulatory and other conditions.

Under the joint venture arrangements, IAG will have board representation, the right to appoint
certain key management personnel and affirmative voting rights over key business matters.

Mr Wilkins said IAG’s investment in the joint venture will be INR 5421 million (approximately
AUD$170 million}, which will be funded from IAG’s internal resources.

“Importantly, our total investment will be made directly into the joint venture, of which we will
own 26%, and current business plans suggest that no further capital will be required for at
least four years.

“Our investment reflects the attractiveness of this unique opportunity, which we believe will
contribute to building value for our shareholders in the medium to long term,” Mr Wilkins said.

The joint venture remains subject to Insurance Regulatory and Dévelopment Authority and
other applicable approvals. Once approvals are granted, the joint venture is expected to
commence writing business in late 2009, at which time IAG’s investment will be made.

- ends -
About State Bank of India
State Bank of India is the largest commercial bank in India. It has over 100 million customers and 11,000
branches across the country, and access to an additional 46 million customers and 4,500 branches when
including its associate banks. It has one of the most trusted brands in India, and a heritage dating back
over 200 years. SBI has successfully built joint venture relationships with other foreign partners, including a
life insurance business which now has a profitable number three market position in terms of new business
income. For further information please visit www.statebankofindia.com

About Insurance Australia Group

Insurance Australia Group Limited (IAG} is a general insurance group with operations in Australia,
New Zealand, the United Kingdom and Asia. Its current businesses underwrite around $7.5 billion of
premium per annum. It employs around 15,000 people. It sells insurance under many leading brands
including NRMA Insurance, CGU, SGIO, SGIC and Swann (Australia); NZI and State (NZ); Equity Red
Star {UK); and NZI and Safety (Thailand). For further information please visit www.iag.com.au

MEDIA RELATIONS INVESTOR RELATIONS Insurance Austrafia

T +61 (0)2 9292 9222
www iag.com.au

Emma Foster Carolyn McCann fﬁfsggnlé;ﬂ;gggn

T +61 2 9292 8929 T +61 2 9292 9557 388 Goorge Street
M+61 411013 170 M +61 411 014 126 Sydney NSW 2000
E emma.foster@iag.com.au E carolyn.mccann@iag.com.au Australia

Simon Phibbs
T +61 2 9292 8796
M +61 411 011 899

E simon.phibbs@iag.com.au
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IAG AND STATE BANK OF INDIA
GENERAL INSURANCE
JOINT VENTURE '

Michael Wilkins
Managing Director & Chief Executive Officer
24 November 2008
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Thank you for participating in this teleconference today. The timing of this call is at quite short notice -
and a bit later than you would usually expect, however it's been necessary due to the time zone
differences with us based here in Mumbai, so we appreciate you making the time to dial in.

Today's presentation is about our announcement that we have signed an agreement with India's largest
bank, the State Bank of India, to form a general insurance joint venture.

I plan to pravide you an update on some of the key terms of the agreement, give you background on SBI
and the general insurance market in India, and provide an opportunity for questions.
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A UNIQUE OPPORTUNITY TO GROW SHAREHOLDER VALUE
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. Ilnsurance Australia Group
« Agreement signed with State Bank of India (SBI} to form a general
insurance joint venture in India
* |AG selected ahead of a number of major international insurers
+ SBl is the largest bank in India

+ India is a large and high growth economy with low insurance
penetlration

- Joint venture combines IAG's proven technical and underwriting
experience with SBI's local knowledge and unrivalled distribution
network

« A significant step forward in IAG's Asian éxpansion strategy

Page 4 . UIAG .
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Today we announced that we have signed an agreement with the State Bank of India (SBi) to
form a general insurance joint venture business in India.

This follows our announcement in May that we had entered exclusive negotiations with SBI,
after 18 months of discussions. We are pleased that those discussions have culminated in
today's announcement and look forward to working with SBI on the joint venture which we
expect will commence trading in 2009, -

This provides us with an exciting opportunity to participate in India’s rapidly growing general
insurance market, which has been a priority for IAG for some time to support our medium to
long term growth and profitability.

India has a large and expanding economy, with a general insurance market predicted to grow
15%—20% per annum over the next ten years.

The partnership enables us to combine IAG's technica! and underwriting experience with SBI's
local knowledge, exclusive access to SBI's brand and the unrivalled distribution network of
India’s largest bank. -

While we continue to focus on improving our businesses in our home markets of Australia and

New Zealand, this Indian joint venture is an important step forward in our strategy of

selectively expanding throughout Asia. We believe it will generate shareholder value over the
medium to long term.
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I'll now give you some of the background behind our decision to enter India’s general
insurance market.




INDIA — A LARGE, FAST GROWING ECONOMY

+ India has the world’s second largest population:
- Around 1.15 billion people (July 2008)
— Population growth of 1.6% per annum

» India’s economy is growing:
— In 2007 GDP was in excess of US$1 trillion

— Inthe 5 years since 2003, India’s real GDP has increased by an
average of 8.6%

— Ten-year estimates through to 2013 indicate that India’s GDP will
continue to grow by an average of around 8%

Soures, AXCO, IMF {Oclober 2008)
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There has been much written about the size and growth of India’s expanding economy
and the benefits of trading in that market. We've highlighted here only a few key
statistics to demonstrate this growth,

India has the world’s second largest population, with around 1.15 b|!||on people, and
this population is growing at around 1.6% per annum.

Similarly, the economy is growing. Last year India's GDP was in excess of US$1
trillion. According to the IMF, in the five years since 2003, India's real GDP has
increased by an average of 8.6% and ten-year estimates through to 2013 indicate that
India's GDP will continue to grow by an average of around 8%.

This combination of such a large population with growing per capita income, coupled
with greater accessibility to insurance for end customers, creates an ideal platform for
strong potentia! general insurance market growth.




WITH SIGNIFICANT GENERAL INSURANCE GROWTH POTENTIAL

Historical and Projected Markst size and GDP (USD bn}
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Actual Forecast
« India's general insurance market (public plus private sectors) has grown at a compound
annual growth rate of 16% over the past four years

»  The private sector has grown 60.7% between FY03 and FY07, and at the end of February
2008, private companies had around 40% market share

= Increasing penetration off a low base, with continued strong economic growth, is expected
to result in 15%-20% GWP compound annual growth rate over the next ten years
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India’s insurance sector has been on an upward growth curve.

India's general insurance market has grown at a compound annual growth rate of 16%
over the past four years. The private sector has grown around 60% between FY03
and FY(7, and at the end of February 2008, private players had around 40% market
share. '

The penetration of insurance still remains comparétively low, leaving significant room
for further growth. Most analysts predict that India’s general insurance sector will
grow 15%-20% per annum over the next ten years.

Motor insurance, where IAG has particularly strong expertise, accounts for more than
40% of the general insurance market, and has demonstrated the highest level of GWP
growth across all classes. Based on data presented by India's Insurance Regulatory
and Development Agency, motor GWP has experienced a compound average growth
rate of almost 21% since 2003, recording just over USD$2.4b in GWP in 2007. The
trend of GWP growth in motor insurance is expected to continue.

These are just some of the statistics which make India such an attractive proposition
for us.
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STATE BANK OF INDIA:
A PREMIUM PARTNER
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We are delighted to have been selected by SBI, ahead of a number of other international
insurance-organisations, to partner in the establishment of this joint venture. We believe this
joint venture places us in a strong position to become a key participant in the tndian market.



STATE BANK OF INDIA: A PREMIUM PARTNER

+  The largest bank in India by a significant margin, with 16% market share
{both deposits and advances)

More than 100 million customers

~ strong comorate relationships - over 80% of large corporates and 50%
of mid-corporates in India

- more than 1.3 million SME customers
. Unrivalled distribution network: around 11,000 branches

Additional 4,500 branches and 46 million customers when including SBI's six
associate banks

. Ranked one of India's most recognised and trusted brands (AC Nielsen):
- #1-'Most trusted with money' across all income groups
- #2 - brand equity out of 275 brands

+  The only Indian bank included in Fortune's Global 500 - 380" place, up from
495 in 2007

»  Strongly capitalised
+  55% owned by Government of India

Paga 9 ) U IAG
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SBl is India’s largest and most recognised financial services organisation, with more than 100
million customers and a 16% market share in both deposits and advances.

It has a particularly strong corporate customer base, having relationships with over 80% of the
large corporates and 50% of mid-corporates in India, as well as more than 1.3 million SME
customers, approximately 95 million retail customers and over 5 million rural customers.

SBI has one of India’s most recognised brands, ranking number two in terms of brand equity
and number one as ‘most trusted with money’ across all income groups according to research
by AC Nielsen,

SBI is strongly capitalised, and in May, SBI announced it had increased net profit by more than
48% at 31 March 2008, compared with the previous year, and in late October, announced a
28% increase in net profit for the opening half of FY09.

SBI's ratings from international ratings agency Standard & Poor's rank it equal to the country
rating for India demonstrating SBI's financial strength.

It is also included in Fortune's Global 500 and is the only Indian bank to feature in the Top 60
World Commercial and Savings Banks within that ranking.




UNRIVALLED DISTRIBUTION NETWORK

State Bénk of India branch network: around 11,000 branches
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Importantly, SBI has considerable distribution reach. it has a network of around 11,000 branches
and, when including its six associate banks, it has access to an additional 4,500 branches. This
network significantly cutnumbers other financial services organisations in India.

Having access to SBI's wide and diversified business and geographic presence presents the joint
venture company with a substantial potential customer base.
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SBI HAS A PROVEN TRACK RECORD OF WORKING
COLLABORATIVELY WITH FOREIGN PARTNERS

Pa%er Performance Highlights

» commenced 2001, first full year 2002-03

« first private life insurer to break even
SBI Life Insurance Cardif SA 3™ largest private life insurer with 10.2% market share
Co. Ltd = 92% Y-on-Y growth in GWP in FY2008

+ selling in over 6,000 SBI branches

+ 102 own branches; 7 million customers

* commenced 1892

{?ﬁngu:?nsent Pvl Societé  + USD 6.4 billion in Assets Under Management (AUM)
Lid 9 ' Générale - ranked #5 in funds management market by AUM

’ ‘ ' * 5.17% market share

i : ced 1998
SBI Cards & i commen . o 1
. i one of the top 3 cards issuers in India

Payment Services | GF Captal ... over 530,000 cards issued in FY2008 ‘

T i » total cards in use 3.2 million i
Pege 11 QIAG
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I think it is worth noting that SBI has successfully built joint venture relationships with other
foreign partners across three segments cf the finance industry. The success of these
relationships has been driven through close collaboration, with each partner recognising and
leveraging their particular strengths.

As an example, SBI Life Insurance (a partnership between SBI and Cardif) commenced
operations in 2001 and was the first private life insurance company to become profitable.
During FY08, the joint venture generated a profit of more than A$9 million, grew GWP by 92%
(over four times that of the overall industry and 25% higher than other private companies) and
its products are now sold in over 6,000 of SBI's branches.

This proven frack record of working collaboratively with foreign partners to drive successful
businesses gives us additional confidence about the prospects for cur general insurance joint
venture with SBI.
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GENERAL INSURANCE JOINT
VENTURE - OPPORTUNITY TO
BE A KEY PARTICIPANT

I'Hl turn now to some of the key terms of our general insurance joint venture.

12




OPPORTUNITY TO BE A SIGNIFICANT INDUSTRY PARTICIPANT

IAG-SBI general insurance joint venture will leverage the comblned
strengths of the two organisations:

- Exclusive access to SBI's brand and distribution network
- Supported by |AG's proven technical and underwriting experience
*  Aim to build scale and profitability in segments in which SBI has existing
strong customer relationships — corporate, SME and retail

*  1AG will initially hold 26% of the joint venture, the maximum allowable under
India's current foreign investment rules, with an option to increase to 49%

. Under the joint venture arrangaments, IAG will have board representation,
the right to appoint certain key management personnel and affirmative
voting rights over key business matters ]

. 1AG will invest IRN 5421 million (approximately AUD$170 million):

- Direct investmant into the joint venture to support its development
- No further funding expected to be required for at least four years

*  Regulatory approvals are currently being sought and tradlng expected to
commence late 2009

roge QIAG

The joint venture will have exclusive access to SBI's distribution network and brand, and will
aim to build scale in the segments in which SBI has particularly strong customer relationships,
namely the corporate, SME, and retail segments.

IAG will initially hold 26% of the jeint venture, the maximum allowable under India’s current
foreign investment rules, and has an option to increase its stake to 49%, subject to regulatory
and other conditions.

Under the joint venture arrangements, IAG wili have board representation, the right to appoint
certain key management personnel, including the Deputy CEQ, and aﬁ' rmative voting rights
over key business matters.

IAG will invest around 5.4 billion Indian Rupees (which is approximately AUD$170 million),
funded from our internal resources.

Importantly, our total investment will be made directly into the joint venture, of which we will
own 26%, and current business plans suggest that no further capital will be required for at
least four years.

The scale of our investment reflects the attractlveness of this unique opportunity, which we
believe will contribute to building value for our shareholders over the medium to long term.

The joint venture remains subject to Insurance Regulatory and Development Autherity and
other applicable approvals. Once these approvals are granted, the joint venture is expected to
commence writing business in late 2009.
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Insurance Australia Group

A unique opportunity to partner with a premium company, with a
leading brand and significant customer and distribution network

A highly attractive market, with opportunity for growth and profitability
Consistent with IAG’s Asian strategy

Joint venture to generate value for IAG shareholders in the medium
o long term

UIAG
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In summary, we believe this joint venture offers a unique opportunity to pariner with a premium

company, with a leading brand and significant customer and distribution network.

India has a highly attractive general insurance market, with the potential to grow both in terms

of premium volume and profitability. ‘

The joint venture is consistent with our strategy to selectively expand throughout targeted '

Asian general insurance markets.

We believe the business has excellent prospects and will generate value for IAG shareholders

in the medium to long term.
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QUESTIONS

QIAG

ingursnce Austaia Group

I'm now happy to open up the line for questions.
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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 1o ASX as soon as available. Information and
documents given to ASX become ASX's property and may be made public.

Inteoduced 30/9/2001.
Name of entity Insurance Australia Group Limited
ABN 60090 739 923

We (the entity) give ASX the following information under listing rile 3.19A.2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director PHILIP TWYMAN

Date of last notice 1 September 2008

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 “notifizble interest of a director” should be
disclosed in this part. :

Direct or indirect interest Indirect

Nature of indirect interest Perpetual Trustee Company Limited ATF First
(including registered holder) Dunedin Super Fund of which Mr Twyman is a
Note: Provide' details of the circumstances giving rise to the relevant beneficiary

interest.

Date of change 24 Novembert 2008

No. of securities held prior to change 25,000

Class Ordinary shares

Number acquired 10,000

Number disposed NIL

Value/Consideration $35,000

MNote: If comsidetation is non-cash, provide details and estimared

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 35,000

Nature of change - On market trade
Example: on-market trade, off-market trade, excrcise of options, issue of

securities under dividend reinvestment plan, participation in buy-back

Part 2 — Change of director’s interests in contracts

Note: In the case of a company, interests which come within pamgn.aph (ii) of the definition of “notifiable interest of a director” should be

disclosed in this part.

Detail of contract

Nature of interest

Name of registered holder
(if issued securities)

Date of change

No. and class of securities to
which interest related prior to

change
Note: Details are only required for a contract in relation
to which the interest has changed

Interest acquired

Interest disposed

Value/Consideration
Note; If consideration i3 non-cash, provide detatls and
an estimated valuation

Interest after change

+ See chapter 19 for defined terms.

Appendix 3Y Page 2
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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. lnfomanon and
documents given to ASX become ASX's property and may be made public.

Introduced 30/9/2001.

Name of entity Insurance Australia Group Limited

ABN 60 090 739 923

We (the entity) give ASX the following information under listing rule 3.19A.2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director YASMIN ALLEN

Date of last notice | 3 December 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

Note: In the case of a cotmpany, interests which come within paragraph (i) of the definition of “notifiable interest of a director™ should be
disclosed in this par.

Direct or indirect interest _ Indirect Interest

Nature of indirect interest Beneficiary of Non-Executive Directors’ Share

(including registered holder) Plan Trust

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

interest,

Date of change 16 December 2008

No. of securities held prior to change 19,275 (Beneficiary of Non-Executive Directors’
Share Plan Trust}
246 (Indirectly)

Class Ordinary Shares

Number acquired 7.824 (Beneficiary of Non-Executive Directors’
Share Plan Trust)

Number disposed

Value/Consideration $30,000.00

Note: If consideration 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 27,099 (Beneficiary of Non-Executive Directors’
Share Plan Trust)

246 (Indirectly owned by a Trust)

Nature of change Allocation of shares under the Company’s Non

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

Part 2 — Change of director’s interests in contracts

Note: [n the case of a company, interests which come within paragraph (i} of the definition of “notifiable interest of a director” should be
disclosed in this pant.

Detail of contract N/A
Nature of interest N/A
Name of registered holder N/A

(if issued securities)

Date of change | N/A

No. and class of securities to | N/A
which interest related prior to

change
Naote: Details are only nequired for a contract in relation
to which the interest has changed

Interest acquired N/A
Interest disposed N/A
Value/Consideration N/A

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

Interest after change N/A

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

Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

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

Introduced 30/9/2001.
[Name of entity Insurance Australia Group Limited
ABN 60 090 739 923

We (the entity) give ASX the following information under listing rule 3.19A.2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director PHILLIP COLEBATCH

Date of last notice 3 December 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

Note: In the case of a company, interests which come within paragraph (i} of the definition of “notifiable interest of a director” should be
disclosed in this pan.

Direct or indirect interest Indirect Interest

Nature of indirect interest _ Beneficiary of Non-Executive Directors’ Share

(including registered holder) Plan Trust

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

interest.

Date of change 16 December 2008

No. of securities held prior to change 27,132 (Indirect)

Class Ordinary Shares

Number acquired 19,560 (Beneficiary of Non-Executive Directors’
Share Plan Trust)

Number disposed

Value/Consideration $75,000.00

Note: I consideration 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 46,692 (Beneficiary of Non-Executive Directors’
Share Plan Trust)

Nature of change Allocation of shares under the Company’s Non

Example: on-market trade, off-market trade, exercise of options, issue of | Executive Directors share p[an

securities under dividend reinvestment plan, participation in buy-back

Part 2 — Change of director’s interests-in contracts

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

Detail of contract N/A
Nature of interest N/A
Name of registered holder N/A

(if issued securities)

Date of change N/A

No. and class of securities to | N/A
which interest related prior to

change
Note: Details are only required for a contract in relation
to which the interest has changed

Interest acquired N/A
Interest disposed . N/A
Value/Consideration N/A

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

Interest after change N/A

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

Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

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

fraroduced 30/9/2001.
[Name of entity Insurance Australia Group Limited
IABN 60 090 739 923

We (the entity) give ASX the following information ﬁnder listing rule 3.19A.2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director

HUGH FLETCHER

Date of last notice

7 October 2008

Part 1 - Change of director’s relevant interests in securities
in the case of @ 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 par.

Direct or indirect interest

Indirect Interest

Nature of indirect interest
(including registered holder)

Note: Provide details of the circumstances giving rise to the melevant
interest,

Beneficiary of Non-Executive Directors’ Share
Plan Trust

Date of change

16 December 2008

No. of securities keld prior to change

21,190 Indirect (Trustee and 20% beneficial
shareholder of Fletcher Brothers
Limited)

30,386 (Beneficiary of Non Executive Directors’
Share Plan Trust)

Class

Ordinary Shares

Number acquired

15,648 (Beneficiary of Non Executive Directors’
Share Pla.n Trust)

Number disposed

Value/Consideration
Note: If consideration is non.cash, provide details znd estimated
valuation

$60,000.00

+ See chapter 19 for defined terms.

11/3/2002
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Appendix 3Y
Change of Director’s Interest Notice

No. of securities held after change

21,190 Indirect (Trustee and 20% beneficial
sharcholder of Fletcher Brothers
Limited)

46,034 (Beneficiary of Non Executive Directors’
Share Plan Trust)

Nature of change

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

Allocation of shares under the Company’s 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 (i1} of the definition of “notiftable interest of a director™ should be

disclosed in this part.

Detail of contract

Nature of interest

Name of registered holder
(if issued securities)

Date of change

No. and class of securities to
which interest related prior to

change .
Note: Details are only required for a contract in relation
to which the interest has changed

Interest acquired

Interest disposed

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

Interest after change

+ See chapter 19 for defined terms.

Appendix 3Y Page 2
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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. Information and

documents given to ASX become ASX's property and may be made public. .
Introduced 30/9/2001.

Name of entity Insurance Australia Group Limited

ABN 60 090 739 923

We (the entity) give ASX the foltowing 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 A ANNA HYNES

Date of last notice

13 December 2007

Part | - 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 (1) of the definition of “notifiable interest of a director” should be

disclosed in this part,

Direct or indirect interest

Indirect Interest

Nature of indirect interest
{including registered holder)

Note: Provide details of the citcumstances giving tise to the relevan
interest.

Beneficiary of Non-Executive Directors’ Share
Plan Trust.

Date of change

16 December 2008 .

No. of securities held prior to change

6,752 (Beneficiary of Non-Executive Directors’
Share Plan Trust)

11,000 (Trustee and Beneficiary of a
Superannuation Fund.)

Class

Ordinary Shares

Number acquired

7,824 (Beneficiary of Non-Executive Directors’
Share Plan Trust)

Number disposed

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

$30,000.00

+ See chapter 19 for defined terms.
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Appendix 3Y

Change of Director’s Interest Notice

No. of securities held after change

14,576 (Beneficiary of Non-Executive Directors’

Share Plan Trust)

11,000 (Trustee and Beneficiary of

Superannuation Fund.}

a

Nature of change

Example: on-market trade, off-market trade, exercise of oprions, issue of
securities under dividend reinvestment plan, panticipation it buy-back

Allocation of shares under the Company’s 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

disctosed in this part.

Detail of contract N/A

Nature of interest N/A

Name of registered holder N/A

(if issued securities)

Date of change N/A

No. and class of securities to | NVA

which interest related prior to

change

Note: Details are only required for & corsract in refation

to which the interest has chapged

Interest acquired N/A

Interest disposed N/A
" Value/Consideration N/A

Mote: If consideration is non-cash, provide details and

an estimated valuation

Interest after change N/A "

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

Rule 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

Informaiion 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.

tntroduced 30/9/2001.
Name of entity. Insurance Australia Group Limited
ABN 60 090 739 923

We (the entity) give ASX the following information under listing rule 3.19A.2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director BRIAN SCHWARTZ

Date of last notice 3 December 2007

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

Note: In the case of a company, interests which come within paragraph (i) of the definition of “notifiable interest of a director” should be
disclosed in this pant. -

Direct or indirect interest Indirect interest
Nature of indirect interest .- Beneficiary of Non-Executive Directors’ Share
(including registered holder) Plan Trust
Note: Provide details of the circumstances giving rise to the relevant
interest,
Date of change 16 December 2008
No. of securities held prior to change 246 (Directly held)
l 27,663 (Beneficiary of Non-Executive Directors’
Share Plan Trust)
Class Ordinary Shares
Number acquired 11,736 (Beneficiary of Non-Executive Directors’
Share Plan Trust)
Number disposed
Value/Consideration $45,000
Note: If consideration is non-cash, provide details and estimated
valuation

+ See chapter 19 for defined terms.

11/3/2002 Appendix 3Y Page 1



Appendix 3Y
Change of Director’s Interest Notice

No. of securities held after change 246 (Directly held)
39,399 (Beneficiary of Non-Executive Directors’
Share Plan Trust}

Nature of change : Allocation of shares under the Company’s Non

Example: on-market trade, off-market trade, excrcise of options, issue of | Executive Director’s share plan.
securities under dividend reinvestment plan, participation in buy-back

Part 2 — Change of director’s interests in contracts

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

Detail of contract | N/A
Nature of interest : N/A
Name of registered holder N/A

(if issued securities)

Date of change N/A

No. and class of securities to | N/A
which interest related prior to

change
Note: Details are only required for a contract in relation
to which the interest has changed

Interest acquired N/A
| Interest disposed N/A
Value/Consideration N/A

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

Interest after change N/A -

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

Appendix 3Y

Rule 3.194.2

Change of Director’s Interest Notice

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

Introduced 30:9/2001.
[Name of entity Insurance Australia Group Limited
ABN 60 090 739 923

We (the entity) gi.ve ASX the following information under listing rule 3.19A.2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director

JAMES STRONG

Date of last notice

3 December 2007

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

Note: [n the case of a company, interests which come within paragraph (i) of the definition of “natifiable interest of s director™ should be

disclosed in this part,

Direct or indirect interest

Indirect interests

Nature of indirect interest
(including registered holder)

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

Beneficiary of Non-Executive Directors’ Share
Plan Trust

Date of change

16 December 2008

No. of securities held prior to change

1. 12,575 _ (Direct interest) .

2. 273,694 (Beneficiary " of Non-Executive
Directors’ Share Plan Trust)

3. 10,246  (Stong Aviation Services and
Investments (SASI) Pty Limited.

Class

Ordinary Shares

Number acquired

58,682 (Beneficiary of Non-Executive Directors’
Share Plan Trust)

Number disposed

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

$225,000.00

+ Sec chapter 19 for defined terms,
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Appendix 3Y
Change of Director’s [nterest Notice

No, of securities held after change

—

12,575  (Direct interest)

332,376 (Beneficiary of Non-Executive
Directors’ Share Plan Trust)

10,246 (Strong Aviation Services and
Investments (SASI) Pty Limited))

Nature of change

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

Allocation of shares under the Company’s Non
Executive Directors share plan

Part 2 — Change of director’s interests in contracts

Note: In the case of a company, interests which come within paragraph (i} of the definition of “notifiable interest of a director™ shoutd be |

disclosed in this pan.

Detail of contract N/A
Nature of interest N/A
Name of registered holder N/A
(if issued securities)

Date of change N/A
No. and class of securities to | N/A
which interest related prior to
change ‘

Note: Details are only required for a contract in relation

to which the interest has changed

Interest acquired N/A
Interest disposed N/A
Value/Consideration N/A
Note: 1f consideration is non-cash, provide details and

an estimated valuation

Interest after change N/A

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

Rufe 3.194.2

Appendix 3Y

Change of Director’s Interest Notice

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

tntroduced 30/9/2001.
Name of entity Insurance Australia Group Limited

ABN 60 090 739 923

We (the entity) give ASX the following information under listing rule 3.19A.2 and as agent for the
director for the purposes of section 205G of the Corporations Act.

Name of Director PHILIP TWYMAN

Date of last notice 25 November 2008

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 comw within paragraph (i) of the definition of “notifiable interest of a divecior” shoutd be

disclosed in this part.

Direct or indirect interest

Indirect

Nature of indirect interest

(including registered holder)
Note; Provide details of the circumstances giving rise to the relevant
interest,

Beneficiary of Non-Executive Directors Share
Plan Trust

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

Date of change 16 December 2008

No. of securities held prior to change 35,000 {Indirect)

Class Ordinary shares

Number acquired 9,780 (Beneficiary of Non- Executive Directors
Share Plan Trust)

Number disposed | NIL

Value/Consideration $3’.;’,500

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

No. of securities held after change

35,000 (Perpetual Trustee Company Limited ATF
First Dunedin Super Fund of which Mr
Twyman is a beneficiary)

9,780 (Beneficiary of Non- Executive Directors
Share Plan Trust)

Nature of change

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

Allocation of shares under the Company’s Non-
Executive Directors share plan.

Part 2 — Change of director’s interests in contracts

Nate: In the case of a company, interests which come within paragraph (ii) of the definition of “notiftable interest of a director™ should be

disclosed in this pant.

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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CIAG

Insurance Australia Group

18 December 2008

Manager, Company Announcements Office
ASX Limited

Level 4, Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear Sir/Madam,
RECLASSIFICATION OF FY08 RESULTS

Please find attached Inéurance Australia Group’s (IAG) 2008 results reclassified to provide
comparabte figures for the segment reporting being adopted from FY09 onwards.

As stated in the FYO08 investor repo&, these changes include: .

* The reallocation of corporate expenses and the NSW Insurance Protection Tax to the
operating divisions; and

+ The transfer of the Group's direct commercial insurance offerings from Australian
Intermediated to Australian Direct in line with the revised operating model.

In addition, from FY08 the Group plans to report the results of its international captive that relate
to its UK, New Zealand and Asian businesses as part of those segments. This is consistent
with the reporting of the Australian captive with the Australian business segments. External
reinsurance activities {Alba and Labuan external) will be included in the corporate segment.

Change to interim results date

Please be advised that IAG will report its half year results on Thursday, 26 February instead of
Friday, 27 February 2009.

Yours sincerely,

-—(L_ .LN_ML{

Glenn Revell )
Group Company Secretary

Insurance Australia
Group Limited
ABN 60 090 739 923

388 George Street
Sydney NSW 2000
Australia

T +61 (0)2 9282 9222
www iag.com.au




RECLASSIFIED GROUP FULL YEAR RESULTS

The following summarises the impact of the reclassification by segment:
¢ Australia Direct:

- The Retail Business Insurance channel transferred from Australian Intermediated
(CGU) increasing gross written premium and insurance profit by $155m* and $28m
respectively (1H08: $75m and $16m; 2H08: $80m and $12m).

- Net corporate expense allocated to Australian Direct was $24m (1HO08: $11m; 2HO8:
$13m).

* Australia Intermediated:

- The Retail Business Insurance channel fransferred to Australian Direct decreasing
gross written premium and insurance profit by $155m’ and $28m respectively (1HOS:
$75m and $16m; 2H08: $80m and $12m).

- Net corporate expense allocated to Australian Intermediated was $12m (1HO08: $5m,
2H08: $7m).
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+ New Zealand:

- The Asian Relnsurance segment result of $32m profit (1H08: $22m; 2HO8 $10m)
attributable to New Zealand.intercompany risk underwritten by the captive has been
reallocated to New Zealand.

- Net corporate expense allocated to New Zealand was $3m (1H08: $1m, 2H08: $2m).

+ United Kingdom:

- The Asian Reinsurance segment result of $66m loss {1H08: $54m; 2H08 $12m)
aftributable to UK intercompany risk underwritten by the captive has been reallocated
to the UK. This included $36m loss (1HO8: -$9m; 2HO08: -$27m) related to the
Advantage quota share arrangement and $30m loss {1H08 -$45m; 2H08: $15m) in
relation to excess of l0ss reinsurance arrangements.

- Net corporate expense allocated to United ngdom was $3m (1H08: $1m, 2H0S:
$2m).

e Asia:

- The Asian Reinsurance segi‘nent result of $0m (1HO08: $4m profit; 2HO8 $4m loss)
attributable fo Asia intercompany risk underwritten by the captive has been
reallocated to Asia,

- Asia development costs of $3m (1HO8: $2m; 2H08 $1m) have been reclassified
within the segment to be included in insurance profit.

- Net corporate expense of $11m (1H08: $6m; 2H08: $5m) has been allocated to Asia.

" The variance from $164m disclosed in the FY08 Investor Report refates to $.9m Commercial
Insurance GWF that remains with Australian Intermediated as rt is d:stnbuted through broker
channels.

CIAG
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+ Corporate & Other:

Reinsurance arrangements with third -parties previously disclosed in the Asian
Reinsurance segment have been reallocated to the Corporate segment increasing
gross written premium and insurance result by $26m and a loss of $18m respectively
(1H08: $12m and loss $7m; 2H08: $14m and loss $11m).

Net corporate expense allocated to business segments was $53m (1HO08: $27m;
2H08: $26m).

INSURANCE AUSTRALIA GROUP

FINANCIAL PERFORMANCE 108 2H08 FYoa
Reclassified Reclassified Reclassified
ASm ASm ASm
Gross written premium 3,851 3,942 7.793
Gross eamed premium 3,923 3,842 7,765
Reinsurance expense (214) (256) {470)
Net premium revenue 3,709 3,586 7.295
Net claims expense {2,644) {2,511} (5,155)
Commission expense {331) (326} {657)
Underwriting expense (768) (755} {1,523)
Underwriting profit/(loss) {34) (8} (40)
Investment income on technical reserves ' * 224 208 432
Insurance profit 180 202 392
Net corporate expenses' - (69) (69)
Interest {58}, (43) (101).
Profit/{loss) from \_‘ee based business / 20 4 25
share from associates
Investment Income on shareholders' funds 76 (52} 24
Prodit/ (loss) before income tax and amortisation 237 34 271
Incomae tax expense {78) (12} {90)
Profit/ {loss) after income tax (before amodisation) 159 22 181
Minarity interests (17) (18} {35)
Profit attributable to IAG shareholders 142 4 148
(before amortisation)
Amortisation’ (32) (375} (407}
Profit/ {loss) attributable fo IAG sharshoiders 110 {371} (261)
I
Loss ratio 71.3% 70.0% 70.7%
Expense ratio 29.6% 30.1% 28.9%
Commission ratio B.9% 9.1% 9.0%
Administration ratio ’ 20.7% 21.1% 20.9%
Combined ratio ’ 100.9% 100.2% 100.5%
Insurance margin 5.1% 5.6% 5.4%
‘
Reported insurance Margin % 59% 6.4% 65.1%
Reported Insurance Profit $ 217 23 448
Reclassification (included in Insurance Profit)
Net Corporate Expenses ’ (27) {29) (56)
Reclassified Insuranca Profit § 190 202 392
Notes

! Remaining Net Corporate Expenses include:

- $80 million restructuring provision

- $9 miillion impairment charge for UK property
? Amortisation charge of 5407 million includes:

- $65 million amortisation
- $342 miflion writedown of Hastings/Advantage Assets

CIAG
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Insurance Australia Group |
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INSURANCE AUSTRALIA GROUP

FIMANCIAL PERFORMANCE

FYOs  Total
Reclassified
ASen

Australia
Diract

Raectassified

ASm

Australia Inter-
mediated

Reclassified

ASm

New Zealand

United
Kingdom

Reclassilied  Reclassitied

ASm

ASm

Asia
Reclassified

ASm

Corporate
& Other

Reclassitied
A¥m

Gross wiitlert presmim 7,793 3.096 1,125

Gross eamar premium 7.766 3,067 2419 955 1428 12 24
Reinsurance expense {470} {115) (202) {57} 1553 (4] {7
Net premium revenus 7.285 2,953 2216 298 1,073 138 17
Net daims expense {5,155} {2.183) {1,382) (616} {865) (80} {18)
Commissicn expense {657) (64) {3s1) {98) {113) {27 {4)
Underariting expense ”.5_2_32 (607) {481} {193} (59?_} {35) {12}
Underwriting profit/ (loss) (40} 99 2 (%) {100} 14) {18)
Investment inceme on technical reserves 432 217 132 21 59 3 -
Insurance pofit 3e2 316 1 12 {41) ) 1) {18)
Nel comporate expensns {69} (69}
:g:efr:’stb rom fes h . {101} {101}

rafitf {loss) from fee based business / share from

associales @ - b ) ) 4 .
Invesgment Ncome on shareholders: funda 24 24
Profit/ (loss) before Ncome 1ax and amoasaton i} 316 167 12 {45) (15) {164}
income tax expensa o0} {903
Prottf (loss} after income tax (before amortisation) 181 M 167 12 {45) (15) {254}
Msnos% interests 35} 34 1} - - 5 -
(belors smrteaton) sharaholders 146 262 166 12 (45) (% (289)
AmOrsaton {407} (407)
Profl/ (loss) attributatle o 1IAG shareholders. (281) 282 166 12 {45) (15} 1661}

Loss rabo TOT% 729% 62.4% B 6% 80.6% 65.2% 115 8%

Expanse ratio 29.5% 2. 3T5% I2a% 28.7% 44.9% 54.1%
Comnussion rato 9.0% 22% 15.9% 109% 10.5% 196% 23.5%
Administration ratio 209% 20 6% 291.7% 21.5% 18.2% 25.4% 706%

Comibined ratic 100 5% 6 6% 99.9% 101.0% 109.3% 11G1% 0%

Insurance margs 5.4% 107% 6.1% 1.3% {3.8%) {B.0%} t105.9%!

ReclassHication Adjustment Asia Re

Reported Insurance Margu % 6.1% 11.1% T 4% (2.0%) 2.8% 2.3% - {AT%}

Reported Inswance Profit $ 48 a2 174 {17} 28 3 . (52}

Reclassification (Included in insurance Proft)

Retall Business Insuranca (RBI) - ransferred to

Direct - 28 428}

Caplive Reinsurance (aliocated io nlsmational

Segments) i . - a2 (68) . -

External Reinsurance {Alba & Labuan Extemal} - (&) 18

Net Camorate Expenses (56) {24} {12} (3} (3} {14}
Neclassinad Insurance Brom 3 392 6 134 12 a1} 1) {18} -

CIAG
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AUSTRALIA DIRECT

FINANCIAL PERFORMANGE 1Ho8 2+08 Fyos
Reclassified Rectassified Reclassified
Asm Atm ASm
Gross written premium 1.516 1,580 3,006
Gross earned premium 1,537 1,531 3,067
Reinsurance expense ) {60) (55) {115}
Net premium revenue ' 1,477 1,476 2,953
Net claims expense {1,142) {1,041} {2,183)
Commission expense (38) {26) (64)
Underwriting expense {290) (317} (607}
Underwriting profit/{loss) 7 92 99
Investment income on technical reservas a9 118 217
Insurance profit/ (loss 106 210 316
Insurance Ratios
Loss ratio 77.3% 70.5% 73.9%
Expense ratio 22.2% 23.2% 22.7%
Commission ratio 2.6% 1.7% 2.2%
Administration ratio 19.6% 21.5% 20.6%
Combined ratio 99.4% 93.8% 96.6%
Insurance margin 7.3% 14.2% 10.7%
I
Reported insurance Margin % 7.2% 15.0% 11.1% °
Reported Insurance Profit 3 10 211 312
Reclassification {included in Insurance Profit)
Net Corporate Expenses (11 {13) (24)
Retail Business Insurance (RBI} 16 12 28
Reclassified ingurance Profit $ 106 210 316

CIAG
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AUSTRALIA INTERMEDIATED

FINANCIAL PERFORMANCE 1HO8 ZHO3 FY08
© Reclassifled Reclassified Reclassified
8. . ASm ASm ASm
é’ Gross written premium 1,467 1,231 2,398
— Gross eamed premium 1,220 1,198 2,419
o Reinsurance expense {89) (113} {202}
$ Net premiurn revenue 1,131 1,085 2,216
g Net claims expense (850) (732) (1,382)
5 Comnmission expense (168) {183) {351}
o Underwriting expense {243} (238) (481
o Underwriting profit{loss) 70 (68) 2
3 Investment income on lechnical reserves ‘ 63 69 132
g Insurance profit/ (loss) ‘ 133 . 1 134
7 Profit from fee based businesses 33 - 33
% Total Divisional Result : 166 1 167
O Insurance Ratios
&J Loss ratio 57.5% 67.5% 82.4%
Expense ratic ) 36.4% 38.8% 37.5%
Commission ratio 14.9% 16.9% 15.9%
Administration ratio 21.5% 21.9% 21.7%
Combined ratio 93.7% 106.3% 99.9%
Insurance margin 11.9% 0.1% 8.1%
I
Reported Insurance Margin % 12.8%. 1.7% 7.4%
Reporied Insurance Profit $ 154 20 174
Reclassification {included in insurance Profit)
Net Corporate Expenses (5) {7) {12)-
Retail Business Insurance {RBF) _' {16} {12) {28}

Reclassifled Insurance Profit $ 133 1 134

CIAG
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NEW ZEALAND

FINANGIAL PERFORMANCE 1HO8 2Ho8 Fyos
- Reclassified Reclassified Reclassified
8 ASm A$m ASm
Q Gross written premium 483 491 74
% Gross earned premium 488 467 855
o Reinsyrance expense {24) {33) {57}
$ Net premium ravenue 464 434 898
é Net claims expense (328} (288) (616).
- Commission expense {48) {50} {98)
g Underwriting expense ' (100} : (93) (183)
i Underwriting profit/(loss) {12} 3 {9)
— Investment income on technical reserves 12 9 21
@ Insurance profit/ {loss - 12 12
= —
% Loss ratio 70.7% 66.4% 68.5%
0 Expense satio 31.9% 32.9% 32.4%
g Commission ratio ' 10.3% 11.5% 10.9%
Administration ratio 21.6% 21.4% 21.5%
Combined ratio ) 102.5% 99.3% 101.0%
Insurance margin . 0.1% 2.8% 1.3%
I
Reported Insurance Margin % {4.8%) 1.0% {2.0%}
Reported Insurance Profit $ {21) 4 (17
Reclassification (jncluded In Insurance Profit) )
Net Corporate Expenses ' {1} (2) {3)
Captive Reinsuranca Allocation to NZ 22 10 32
Reclassified Insurance Profit § - 12 12

CIAG
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UNITED KINGDOM

FINANGIAL PERFORMANCE 1Ho8 208 FYos
T Reclassified Reclassified Reclassified
8. ] ASm ASm Asm 7
&J Gross written premium 585 540 1,125
8 Gross earned premium 576 552 - 1,128
- Reinsurance expense (20} (35) {55)
g Net premium revenue 556 517 1,073
e Net claims expense {472) {393} (865}
o0 Commission expense {61) (52) {113}
g Undenwriting expense (109 {86) (195)
Li. Underwriting profit/{loss) (86) {14) {100}
e} Investmeni income on technical reserves " 52 ) 7 59
gg Insurance profit/ (loss) ' {34) (7) (41)
g Profit from fes based businesses (1) - (1)
@ Share of profit from associates - {3) 3)
8 Total Divisional Result {35) {10) {45)
o insurance Ratios
Loss ratio 84.9% 76.0% - 80.68%
Expense ratio 30.6% 26.7% 28.7%
Commission ratio 11.0% 10.1% 10.5%
Administration ratio 19.6% 16.6% 18.2%
Combined ratio 115.4% 102.7% 109.3%
Insurance margin - {6.0%) {1.4%) (3.8%)
I
Reported Insurance Margin % 4.0% 1.5% 2.8%
Reported Insurance Profit $ 21 7 28
Reclassification (included in Insurance Profit)
Net Corporate Expenses {1) (2) {3)
Captive Reinsurance Allocation to UK (54) (12) (66)
- Advantage quota share % (27) {36)
- Exce_ss of foss (45} 15 {30)
Reclassiflad Insurance Profit § {34) (7) {41)
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FﬂiNCIAL PERFORMANCE 108 2108 FYo®
Reclassified Reclassified Reclassified
Atm ASm ASm
Gross written premium 89 85 174
Gross eamsd premium . 88 84 172
Reinsurance expense ) (17) * (17) (34)
Net premium ravenue 71 67 138
Net claims expense (44} {48} (90)
Commission expense (14) {13) (27}
Underwriting expense (19) {16) {35}
Underwriting profit/{loss) (6) (8) (14
invesiment income on technical reserves 2 1 3
Insurance profitf {loss) . {4 N {11
Profit from fee based businesses 2) 2 {4)
Share of profit from associates ' - - .
Corporate expenses -
Totat Divisional Result g (9) {15)
Insurance Ratios
Loss ratio 82.0% 68.7% 65.2%
Expense ratio 46.5% 43.3% 44.9%
Commission ratio . 19.7% 19.4% 19.8%
Administration ratio 26.8% 23.9% 25.4%
Combined ratio . 108.4% 111.9% 110.1%
Insurance margin {5.5%} {10.4%) (8.0%)
—
Reported Insurance Margin % - 4.6% 2.3%
Reported Insurance Profit § - 3 3
Reclassification (included in Insurance Profit}
Net Corporate Expenses ’ {6} (5} {11}
Asla Development Cests ’ {2} m {3}
Laptive Reinsurance Allocation to Asia 4 (4) 0
Reclassifled Insuranoe Profit $ (4} (7) {11}

CIAG

Bnlrance Busitia Gisup




g
o
=
Q
o
e
o
7
o
>
£
o0
o
>-
1
o
2
N
5
o
O
D
o

CORPORATE & OTHER
FINANCIAL PERFORMANCE 1HO8

Reclassified Reclassified
Atm

ASm

2H08

10

FY08
Reclassified

ASm

Gross written premium 12 14

Gross earned premium 13 1

Reinsurance expense {3): (4) {7)
Net premium revenue 10 7 17
Net claims expense (8) (1) (19)
Commission expense (3 (1) {4)
Underwriting expense {6) &) (12
Underwriting profit/{loss) (7} (11) (18
Invesiment income on technical reserves - - -
Insurance profit N {11) (18},
Net corporate expenses' - (69) (69)
Interest {58) (43) (101}
Invesiment incame on shareholders’ funds 76 (52) - 24
Amortisation’ {32). (375) {407)

Insurance Ratios —

Loss ratio 80.0% 157.1% 111.8%
Expense ratio 20.0% 100.0% 94.1%
Commission ratic 30.0% 14.3% 23.5%.
Administration ratio 60.0% 85.7% 70.6%
Combined ratio ' 169.9% 257.1% 205.9%
Insurance margin (69,9%) {157.1%) {105.8%)

Reclassification Adjustment _

Reported insurance Margin %
Reported Insurance Profit §

Reclassification (included in Insurance Profit)

{11) {18)

External Reinsurance Allocation {7}
Reclasslfied Insurance Profit § {7} (11} {18)
Net Corporate Expenses Allocation 27 26 53

Notes -
! Remaining Net Corporate Expenses include:
- 360 miltion restructuring provision
~ 59 million impairment charge for UK property
2 Amortisation charge of $407 million includes:
- 565 miltion amaortisation
- $342 million writedown of Hastings/Advantage Assets
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Insurance Australia Group

18 December 2008

Manager, Company Announcements Office
ASX Limited

Leve! 4, Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear SirfMadam,

IAG EXITS MASS MARKET DISTRIBUTION BUSINESSES IN UNITED KINGDOM

Please find attached a media release and presentation with information relating to 1AG's exit
from its mass market distribution businesses in the United Kingdom.

IAG management will present the slides via a teleconference at 14:30pm AEDT today.
To participate from within Australia, dial 1800 148 258,
To participate from outside Australia, dial +61 2 8524 6650.

Please quote conference ID: 77328519,

Yours sincerely,

Glenn Revelt
Group Company Secretary

Insurance Australia
Group Limited
ABN §0 090 739823

388 George Street
Sydney NSW 2000
Australia

T +61 (0)2 9202 9222
www.iag.com.au
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Insurance Australia Group

MEDIA RELEASE

18 DECEMBER 2008

IAG exits mass market distribution businesses in United Kingdom

Insurance Australia Group Limited (IAG) today announced it had agreed to sell its mass
market distribution businesses in the United Kingdom (UK) for a total value of £73.5
million {approximately A$165 million), in line with its strategy to concentrate on its
profitable specialist motor underwriting business in that market.

The sale will be effected through two separate transactions:

+ |AG's UK insurance branch network will be sold to Swinton Group for £50 miltion
(approximately A$112 million); and

+ |AG's Hastings and Advantage businesses will be sold via a management buy out for £23.5
million (approximately A$53 million).

These transactions, combined with the costs relating to the recent closure of IAG’s specialist
Lioyd's syndicate Alba and associated underwriter Diagonal, will result in IAG recognising a pre-tax
loss of approximately £40 million (approximately A$30 million) in FY09. Following completion of
the transactions, |1AG's capital position will improve slightly. :

IAG Managing Director and Chief Executive Officer Mr Michael Wilking said he was pleased to
have finalised these transactions, which complete IAG's major restructuring initiatives under its
refined corporate strategy announced in July 2008,

“Since we stated our intention to sell the mass market distribution businesses of our UK
operations, we have considered a number of divestment options. We believe the transactions
announced today represent the best outcome available to IAG shareholders, particularly in light of
the deterioration in market conditions which has occurred since July,” Mr Wilkins said.

“The divestment of these businesses means we can now focus on our profitable specialist motor
underwriter, Equity Red Star. In FY08, Equity Red Star reported an insurance margin of 10.6%
and contributed around 71% of the UK operations’ gross written premium.

“Under the ongoing leadership of our UK CEO, Mr Neil Utley, we will continue to focus on Equity
Red Star's underwriting and cost discipline to build on its impressive 37 year track record of
profitability,” Mr Wilkins said.

Sale of the UK branch network

The branch network of Equity Insurance Brokers consists of 91 high street branches across
England and Northern ireland which are branded Equity Insurance and Open+Direct,

Equity Red Star will continue to benefit from its existing relationship with Swinton Group, with the
branch network remaining a distribution channel for Equity Red Star's specialist insurance
products.

Sale of the Hastings/Advantage businesses
IAG’s remaining mass market distribution businesses, Hastings Direct and its associated underwriter
Advantage, together with the internet-based operations which trade under the Insure brands, will be

bought by a small team of management and private investors. During FY08, these businesses
generated 29% of IAG’s UK operations' gross written premium.

Page 1of 2
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Insurance Australia Group

The management buy out will be led by Mr Edward Fitzmaurice, Chief Executive of Hastings, and
Mr Keith Charlton, Chief Executive of Advantage.

Mr Neil Utley will be a minority shareholder in the management buy out vehicle and will become
non-executive Chairman of the separated business, while continuing in his executive role as CEQ
of 1AG UK.

The transactions remain subject to regulatory approvals, and are expected to'complete in early
calendar 2009.

-ends -

About Insurance Australia Group

Insurance Australia Group Limited (JAG) is a general insurance group with operations in
Australia, New Zealand, the United Kingdom and Asia. Its current businesses underwrite
around $7.5 billion of premium per annum. It employs around 15,000 people. It sells
insurance under many leading brands including NRMA Insurance, CGU, SGIO, SGIC and
Swann (Australia); NZ! and State (NZ); Equity Red Star (UK); and NZI and Safety (Thailand).
For further information please visit www.iag.com.au .

MEDIA RELATIONS " INVESTOR RELATIONS Insurance Australia Group Limited
Carolyn McCann Simon Phibbs ABN 60 090 739923 -

T +61 2 9292 9557 T +61 2 9292 8796 388 George Street

M +61 411014 126 M +61 411 011 899 Sydney NSW 2000

. . h . Australia
E carolyn. mccann@iag.com.au E smon.ghnbbs@mg .com.au ;e (0)2 9292 9222

www.iag.com.au
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DISTRIBUTION BUSINESSES IN
UNITED KINGDOM

Michael Wilkins
Managing Director & Chief Executive Officer
18 December 2008
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AGENDA

.1, OVERVIEW OF THE TRANSACTIONS
2 OUTLOOK FORIAG’S RETAINED UK OPERATIONS

a3 DELIVERY AGAINST STRATEGIC PRIORITIES
4 QUESTIONS

UIAG

Thank you for participating in our teleconference.

Whilst this presentation concentrates on our announcement today that we are selling the mass
market distribution businesses of our operations in the United Kingdom, | would also like to
highlight a couple of other announcements we made today.

Firstly, the publication of reclassified results for FYQ8 to conform with the company's future
segment reporting. This reflects the changes we notified you of in August, being the
reallocation of corporate expenses and the NSW Insurance Protection Tax to the operating
divisions, and the transfer of the Group's direct commercial insurance offerings from
Australian Intermediated to Australian Direct in line with the revised operating model. In
addition, from FY09 the Group will be reporting the results of its international captive across
the related businesses, namely UK, New Zealand and Asia, which makes its treatment
consistent with that of the Australian captive.

Secondly, you will be pleased to fearn we have brought forward our half year results date by
one day, to 26 February, to avoid conflict with another insurance company.

Turning back to today's announcement on the UK. During this presentation | plan to provide an
overview of the transactions and the financial implications, discuss the outlook for our retained
business in the UK, and provide an opportunity for questions.



OVERVIEW
DELIVERING ON QUR REFINED CORPORATE STRATEGY

+ In July 2008, |IAG announced it would:
- Exit its UK mass market distribution businesses

— Concentrate on bemg a specialist motor underwriter in the UK via Equity Red
Star

+ In realisation of this strategy, |IAG has agreed to:
- Sell the UK branch network to Swinton Group for £50m (approx A$112m)

- Sell the Hastings and Advantage businesses via a management buy out for
£23.5m (approx A$53m)

= These divestments are the best outcome available, given the significant
deterioration in market conditions

* This completes |1AG’s restructuring initiatives under the refined corporate strategy

Page3 . U lAG
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In July 2008, we-announced |AG's refined corporate strategy designed to improve the
performance of the Group. 4

As part of that strategy, we took a decision to scale back our operations in the United
Kingdom, to concentrate on being a specialist motor underwriter through our profitable Equity
Red Star business. That meant exiting our mass market distribution businesses in the UK.

We took this decision because the performance of these parts of the business had been
severely impacted by the protracted challenging conditions in the UK’s private motor market,
and we do not expect these conditions to improve for at least another 18 months.

After considering a number of divestment options, we have now agreed to sell those
businesses in two separate transactions.

 First, our branch network — which consists of 91 high street branches across England and

Northern Ireland — will be sold to Swinton Group for £60m (approximately A$112m).

And second, our remaining mass market business, Hastings and its assoctated underwriter

Advantage, as well as the direct intemet based business operating under the Insure brands,
will be sold via a management buy out led by Hastings Chief Executive, Edward Fitzmaurice
and Advantage Chief Executive, Keith Charlton for £23.5m (approximately A$53m).

We are pleased to have finalised these transactions, particularly given the deterioration in
market conditions which has occurred since we announced our intention to sell these -
businesses. We believe the divestments we are announcing today deliver the best outcome
available.

With the sale of these businesses, we can now focus on Equity Red Star, which will continue
to be led by the CEO of our UK operations, Mr Neil Utley.

These divestments mark the completion of the major restructuring initiatives we have putin
place since announcing our refined corporate strategy in July.



OVERVIEW
FINANCIAL IMPLICATIONS

+ Total value of £73.5m (approx A3165m)

+ £50m (approx A$112m) cash consideration for branch network

-

Hastings/Advantage total value of £23.5m (approx A$53m) comprises:
- Cash proceeds of £17m {approx A$38m}
- £6.5m (approx A$15m) commutation of Advantage's quota share
agreement with Labuan

» Recognised pre-tax loss of approximately £40m (approx A$90m) in FYQ9
includes:
- Loss on sale of Hastings/Advantage
- Loss of some of the diversification benefit
- Costs associated with Alba/Diagonat closure
= Commutation profit

+ Small positive impact on capital
= Intangibles exchanged for cash

Poges , CIAG
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The two transactions will realise a total value of £73.5m (approx A$165m).
We will receive £50m in cash (approx A$112m) for the branch network.

The Hastings/Advantage total value of £23.5m {approx A$53m) comprises cash'proceeds of
£17m and £6.5m in respect of commutation of the quota share agreement between Advantage
and Labuan.

As part of the sale process, 1AG is providing the MBO vehicle with an overdraft facility of up to
£3.5m for a period of two years, on commercial rates.

The combined transactions will result in IAG recognising a pre-tax loss of approximately £40m
(approximately AF90m) in FY09. Whilst the majority of this relates to the loss on sale of
Hastings/Advantage, it also encompasses the loss of some diversification benefit and costs
relating to the recent closure of our specialist Lloyd's syndicate Alba and associated underwriter
Diagonal, partially offset by the profit on commutation,

Qur capital position will improve slightly following completion of the transactions.




OVERVIEW
IAG NOW FOCUSED ON PROFITABLE EQUITY RED STAR BUSINESS

IAG’S UK FYD8 IAG'S UK FY08_
GROSS WRITTEN PREMIUM INSURANCE MARGIN*
| Business Insurance
Margin
Equity Red Star +10.6%
Advantage ; -25%
1% Total IAG UK +2.8%

operations

* Prior to reclassification of FY0B results

[} Hastings/Advantage D Equity Red Star
GWP: £144m - GWP: £360m

Page 5 . UlAG
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We've included this slide to provide some clarity and context around the businesses being
sold and those being retained by IAG.

In the context of the overall Group, cur UK operations prior to the sales generated
approximately 14% of IAG’s total gross written premium in FY08.

Of that 14%, Equity Red Star — which is the business we are retaining — generated the lion’s
share of revenue, writing 71% of the gross premium in the UK, or £360m, in FY08. -

Equity Red Star has continued to perform well, and defivered a reported insurance margin of
10.6% in FY08, compared to the negative 25% produced by Advantage which reflected the
difficult market conditions.




IAG’S RETAINED UK OPERATIONS

QUTLOOK
) cquItY |
FEDSIAR

+ Equity Red Star continues to perform well

» Equily Red Star will continue to source business through the divested branch
. network

- strong existing relationship with Swinton Group to be maintained

+ Management team remains in place
- Neil Utley continues as CEQ

+ Retained focus on implementing rate rises and maintaining underwriting and
cost discipline

Poge QIAG
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Narrowing our focus to Equity Red Star means we can concentrate on building on this business’
impressive 37 year track record of profitability.

The sale of the mass market distribution businesses will not adversely impact Equity Red Star.
Equ:ty Red Star will benefit from its existing relationship with Swmton and will contmue to source
business through the divested branch network.

The management team will remain in place, with Neil Utley as Chief Executive Officer of our UK
operations. Neil will be a minerity sharehclder in the management buy out vehicle and will have a
non-executive role in that business, while continuing in his full time executive role as CEO of IAG
UK. :

The priority for Equity Red Star moving forward is to improve profitability by maintaining
underwriting and cost disciplines.



DELIVERY AGAINST STRATEGIC PRIORITIES

I A

. Move to a simpler operating model by end of September

v
; Deliver $130m in annual before tax run rate savings in Australia =~/
. : |
' Apbdirﬁ C—EO of Dire[';t Insurrahkcev in Auétré[ia A ' v
Pursue select opportunitiesinAsa
gcale back bperahons in the UK -_ - ) - v
4

Exit from Lloyd’ s syndlcate 4455 (‘Alba) and underwrltmg agency

Ongoing priority: to focus on driving performance and optimising
returns in our home markets of Australia and New Zealand

Page 7

R 2 et

It has been a busy six months for IAG. With our exit from our UK mass market businesses, we
have now delivered against the key strategic priorities we set in July 2008.

By the end of September, our operational model was up and running and the majority of our
cost saving initiatives in Australia were also implemented. :

We appointed a new CEQ with significant industry experience to manage our largest business,
Australian Direct Insurance.

We finalised our general insurance joint venture in India with the State Bank of India, which we
expect to be up and running in 2009; and we've increased ownership of the general insurance
business of our Malaysian joint venture.

We have also exited our Lloyd's managing 'agency and specialist Asian syndicate, Alba, as it
was no longer required to support the Group’s Asian businesses.

With these priorities achieved, our prime focus is to continue to drive the performance in our
home markets of Australia and New Zealand to optimise returns.




QUESTIONS

QIAG

I'm now happy to open up the line for questions.




CIAG

Insurance Australia Group

22 December 2008

Manager, Company Announcements Office
Australian Securities Exchange Limited
Level 4, Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear Sir/Madam,
INSURANCE AUSTRALIA GROUP LIMITED {'IAG")
CEO REMUNERATION & CONTRACT TERMS

Mr Michael Wilkins was appointed Managing Director and Chief Executive Officer of
Insurance Australia Group Limited (IAG) on 26 May 2008. He was previously the
Deputy Managing Director and Chief Operating Officer.

The main terms and conditions of Mr Wilkins' contract were agreed at the time of his
appointment as CEQO and were based on Mr Wilking’ previous contract. Details were
summarised in the |1AG 2008 Annual Report.

Finalisation of the contract was delayed due to some legal formalities and by Mr
Wilkins giving priority to the initiatives announced to the market in July 2008 to
improve |IAG's performance.

We are pleased to confirm that the full terms and conditions of Mr Wilkins' contract
have been agreed and a summary of the key terms of his contract are provided
below.

Item Summary
Term Contract has no fixed term
Fixed Pay - $1,850,000, reviewed annually

(Base Salary +
Superannuation)

Short Term Any payment made will be determined by the Board having
Incentive regard to the Group's financial performance and Mr Wilkins'
performance as CEO & Managing Director. Short term
incentive may be paid as a mix of cash and deferred share
rights as determined by the Board. For the 2008/2009 year,
the maximum ST! that can be earned is 150% of Fixed Pay.




Item Suminary

Long Term Mr Wilkins was allocated 750,000 Executive Performance
Incentive - Rights (EPRs) on 18 September 2008.

Executive
Performance
Rights

EPRs are rights over issued shares held by a trustee that
vest, subject to meeting performance conditions as follows:
+ 50% are subject to a relative Total Shareholder Return

hurdle {entities in the ASX 100 index), measured on the
3rd, 4th and 5th anniversaries of the base date.

« 50% are subject to a cash ROE hurdle, measured after
3 financial years.

EPRs that do not vest, Iépse.
The base date for performance hurdle measurement will be:
« 1 July 2008 for the ROE component; and

« 30 September 2008 for the TSR component, with the
market value of shares on this date being the average
price at which shares traded on the ASX from 1 July
2008 to 30 September 2008.

Future LTI grants will be based on performance and having
regard to market practice.

Termination The contract may be terminated by either party giving
Provisions written notice, or by IAG making a payment in lieu of notice.

Mr Wilkins may terminate the contract by giving 6 months
written notice.

IAG may terminate the contract by giving Mr Wilkins 12
months written notice.

If IAG makes a payment in lieu of notice the payment will
include fixed pay, annual leave, long service leave (if
payable} and short term incentive as determined by the
Board having regard to the relevant STl targets.

In accordance with the Company's bolicy on shareholding requirements for the
executive team, Mr Wilkins is required to hold shares in IAG equivalent {0 two times
his fixed pay within four years of his appeointment as Managing Director & CEQ.

Yours sincerely,

Glenn Revell
Group Company Secretary
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- Insurance Austratia Group

22 December 2008

Manager, Company Announcements Office
ASX Limited

Level 4, Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

Dear_SirlMadam,
AMENDED RECLASSIFICATION OF FY08 RESULTS

On 18 December 2008 Insurance Australia Group {IAG) issued a reclassification of its FY08
results to provide comparable figures for the segment reporting being adopted in FY09.

The reclassification embodied the following changes:

* The reallocation of corporate expenses and the NSW Insurance Protection Tax to the
operating divisions;

» The transfer of the Group’s direct commercial insurance offerings from Australia
Intermediated to Australia Direct in line with the revised operating model; and

» The reallocation of the results of the international captive across the United Kingdom, New
Zealand and Asian businesses, bringing its reporting into line with that of the Australian
captive. External reinsurance activities (Alba and Labuan external) are included in the
corporate segment.

The attached amended reclassification of IAG's FY08 results corrects a number of minor
misallocations in the half yearly splits of the supporting divisional detail. These centre on:

¢ Investment income on technical reserves in New Zeatand and Asia;
» Profit from fee based businesses in Australia Intermediated and United Kingdom; and

« Share of profit from associates in United Kingdom and Asia.

Yours sincerely,

"(I-_:.. —(.J\hwe
Glenn Revell
Group Company Secretary

Insurance Australia
Group Limited

ABN 60 (090 738 923
388 George Street
Sydney NSW 2000
Australia

T +61 (0)2 9292 9222
www.iag.com.au
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RECLASSIFIED GROUP FULL YEAR RESULTS

The following summarises the impact of the reclassification by segment:
Australia Direct:

*

The Retait Business Insurance channel transferred from Australian Intermediated

. (CGU) increasing gross written premium and insurance profit by $155m’' and $28m

respectively (1H08: $75m and $16m; 2H08: $80m and $12m).

‘Net corporate expense allocated to Australian Direct was $24m (1H08: $11m; 2H08:

$13m).

Australia Intermediated:

The Retail Business Insurance channel transferred to Australian Direct decreasing
gross written premium and insurance profit by $155m' and $28m respectively (1H08:
$75m and $16m; 2H08: $80m and $12m).

Net corporate expense allocated to Australian Intermediated was $12m (1H08: $5m,
2H08: $7m).

New Zealand:

The Asian Reinsurance segment result of $32m profit (1H08: $20m; 2H08 $12m)
attributable to New Zealand intercompany risk underwritten by the captive has been
reallocated to New Zealand.

Net corporate expense allocated to New Zealand was $3m (1H08: $1m, 2H08: $2m).

United Kingdom:

Asia:

The Asian Reinsurance segment result of $66m loss {1H08: $54m; 2H08 $12m)
attributable to UK intercompany risk underwritten by the captive has been reallocated
to the UK. This included $36m loss {1HO8: -$9m; 2H08: -$27m) related to the
Advantage guota share arrangement and $30m loss (1H08 -$45m; 2H08: $15m) in
relation to excess of loss reinsurance arrangements.

Net corporate expense allocated to United Kingdom was $3m (1HO08: $1m, 2H08:
$2m).

The Asian Reinsurance segment result of $0m {1H08: $2m profit; 2H08 $2m loss)
attributable to Asia intercompany risk underwritten by the captive has been
reallocated to Asia.

Asia development costs of $3m (1H08: $2m; 2H08 $1m) have been reclassified -

within the segment to be inctuded in insurance profit.
Net corporate expense of $11m (1H08; $6m; 2H08: $5m) has been allocated to Asia.

" The variance from $164m disclosed in the FYO8 Investor Report relates to $9m Commercial
Insurance GWP that remains with Australian Intermediated as it is distributed through broker
channels.

CIAG
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* Corporate & Other:

- Reinsurance arrangements with third parties previously disclosed in the Asian
Reinsurance segment have been reallocated to the Corporate segment increasing
gross written premium and insurance resuit by $26m and a loss of $18m respectively
{1HO08: $11m and loss $7m; 2HO8: $15m and loss $11m).

- Net corporate expense allocated to business segments was $53m (1H08: $25m;
2H08: $28m). '

INSURANCE AUSTRALIA GROUP
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FINANCIAL PERFORMANCE 1Ho8 2Ho8 Fyos
Reclassified Reclassified Reclassified
Alm ASm Abm
Gross written premium 3,851 3,942 7.793
Gross eamed premium 3,923 3,842 7,765
Reinsurance gxpense {214) (256) {470}
Net premium revenue 3,709 3,586 7,295
Net claims expense (2,644) (2,511) (5,155}
Commission expense {331) (326) {657}
Underwrilig expense {768) {755) (1,523}
Underwriting profit/{loss} (34) (6) (40)
Investment income on iechnical reserves 224 208 432
insurance profit 190 202 392
Net corporate expenses’ {69) {69}
Interest {58) {43) {101}
" Profit{loss) from fee based business /
share{from}associales 2 ) %
Investment income on shareholders’ funds 76 {52) 24
‘Profit/ (loss) before income tax and amortisation 237 34 271
Income tax expense {78) {12) {90}
Profit/ {loss) after income tax (befors amortisation) 159 22 181
Minority interests {57) {18) {35}
Profit atiributable to IAG sharehoiders 142 4 1486
{befora amoriisation)
Amortisation® {32) (375) {407}
Profit/ {loss) attributable to 1AG shareholdars 110 (371) {261)

Insurance Ratios

Loss ratic T71.3% 70.0°% 70.7%
Expense fatio 29.6% 30.2% 29.9%
Commission ratio B.9% 9.1% 9.0%
Administration ratio 20.7% 21.1% 20.9%
Combined ratio 100.9% 100.2% 100.6%
Insurance margin 5.1% 5.6% 5.4%
I
Reported Insurance Margin % 59% 6.4% 6.1%
Reported Insurance Profit $ 217 231 448
Reclassification (included in Insurance Profit}
Net Comporate Expenses (27) (29) {56)
Reclassified Insurance Profit $ 190 202 392
Notes

* Remaining Net Corporate Expenses include:

- $60 miffion restructuring provision

- $9 million impairment charge for UX property
* Amortisation charge of $407 mitlion includes:

- $65 million amortisation

- $342 million writedown of Hastings/Advantage Assets

CIAG
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INSURANCE AUSTRALIA GROLIP

FINANCIAL PERFORMANCE

FY08  Total
Reclassifind
Abm

Austratia
Direct

Roaclassified
ASm

Austratia Inter
mediated

Rectassitied

ASm

Now Zsaland
Reclassified

Ajm

United
Kingdom

Corporate
Asla & Other

Reclassiled Reclassified Raeclasaifiend

ASm

Asm A%

Gross writien premim 7.783 3.066 1128
Gross sained promium 7.7685 2,068 2,413 955 1.126 1772 24
Renswance axponse (470 {115} 1202} (57) {551 (34} i7)
- Nat premium revene 7.295 2,953 2,216 8sa 1.073 138 17
Net ciaums exponae (5,165} (2.183) {1.382) (616) (885} (°0) 0
Commission expense (857} (64} {351} (08) (1) (2n )
Undenwriting expsise (1.:2& {607} {4813 {193 (195} (35) (12%
Undonwriting profi/ (loss) (40} 9% 2 {8 {100} (4 118)
Imvestment ncome cn lachnical raserves 432 217 iz 21 59 3 -
Insurence profit 392 316 134 12 #1) () 0s)
Net corporals sxpenaes {69) ' {69)
warsst i {101} (101}
Toss )
of (‘“) iurm fee based businass f share from 25 23 (43 (@
¥ tman) incoms on aharshoidans’ funds 24 24
Profitf (kows) befare incnme tax and amortisabon 2n 316 167 12 {45y {15) {164)
INCome tax axpanse (80} {80)
Profif {ioes) afler incoms tax {Bafore amorlisatian) 18t 316 187 12 (45) (15)° (254)
Maonty intarests (38) {34} {1} - - hd 5
o i 10 1AG ghareholdors 146 282 166 12 45) (15) (254)
Amortsaton {407) {407}
Profit/ {loss) atinbutabhs 1o 1AG shareholders {201} 282 166 12 {4\::2 {15) (661}
Loss rato 0% 739% 62.4% 68.0% 806% B5.2% 141.8%
Expensa raho 20 9% 228% I75% 32.4% 287% 45.0% 94.1%
Coruminsion ratic 0% 22% 15.8% 10.0% 10.5% 19.6% 23.5%
Admimstration 1atic 26.9% 206% 1. 21.5% 13 2% 254% 70.6%
Combined rata 16G.6% 96.7% 95.9% 101.0% 108 3% 110.2% 205.0%
Insurance mamgpn 5.4% 10.7% 0% 1.3% {3.8%) (8 0%} {105 9%}
Reclassihication Adjustmant Asia Re
Reported insurance Margin % f.1% 1.1% 7.6% (2.0%} 2.8% 23% - (34T
Raported Insurance Frofil$ 448 92 174 on 28 3 - (52
Rectassification (included in | Profit} 4
Retail Businsas Insusanca (RBI} - tansferred o
Direct . 28 (28)
Captive Reinsurance (1ikacated to Internahanal
Segmaents) . a2 {66) - - M
External Reinaurance (Alha & Labuan Extamai} . [8]:}] 18
Net Corporats Expensss (58) (24 12 3 {3 {14
NacizssNad thavrance Fronl ¥ 390 316 134 12 X3} (31) 118) N

b
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AUSTRALIA DIRECT

FINANCIAL PERFORMANCE tHO8 2Ho8 Fyos
Reclassified Reclassified Reclassified
ASm ASm ASm
(Gross written premium 1,516 4,580 3,006
Gross earned premium 1,537 1,531 3,068
Reinsurance axpense {60} {55) {15}
Net premium revenue 1477 1,476 2,953
Net claims expense (1,142} {1.041) {2,183)
Commission expense (38} (26} (64)
Undefwrlliga expense (2_90) (317} (807}
Underwriting profit/(loss) 7 92 99
investment income ot technical resenves 99 118 217
Insuranca profiy/ (loss 106 210 316.
I
Lass ratio 11.3% 70.5% T3.9%
Expense ratio 22.2% 23.3% 22.8%
Commission ratio 2.6% 1.8% 2.2%
Administration ratio 19.6% 21.5% 20.6%

Gombined ratio 99.5% 93.8% 96.7%
Insurance margin 7.2% 14& 10.7%
Reportad Insurance Margin % 1.2% 15.0% *11.1%
Reported Insurance Profit $ 11 21 312
Reclassification (included in Insurance Profit)

Net Corporate Expensas (11} {13) {24)
Retall Business Insurance {RBI) 16 12 28
Reclassified Insurance Profit § 106 210 316

CIAG
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AUSTRALIA INTERMEDIATED 1HO8 2H08 FY08

- FINAKCIAL PERFORMANGE
8_ Reclassified Rectassifiod Reclassified
& A$m ASm ASm
— Gross written premium . 1.167 1,231 2.398
o Gross eamed premium 1,220 1,198 2,418
% Reinsurance expense (89} {113} (202)
> Ne! premium revenue 1,131 1,085 2.218
B=N  Net claims expense (650) (732) (1.382)
[+ 0] Commission expense i {168) (183) - {351}
g'_: Underwriting expense (243) (238) {481}
' Underwiiting profit/{loss) 70 {68) 2
o] Investment income on teghnical reserves 63 69 132
;‘a—;} Insurance profit/ {loss) 133 i 134
R Profit from fee based businesses 32 1 33
[ Total Divisional Result 165 F] 167
3 I
5‘:’ Loss ratio ' 57.5% 67.5% 62.4%
Expense ratio 368.4% 38.8% A 31.5%
Commission ratio ) 14.9% 16.9% 15.8%.
Administration ratic 21.5% 21.8% 21.7%
Cembined ratio 93.9% 106.3% 99.90%
Insurance margin 11.5% 0.1% 5.0%
]
Reported insurance Margin % 12.8% 1.7% 7.4%
Reported Insurance Profit § 154 20 174
Reclassification (included in Insurance Profit)
Net Corporate Expenses (5) {7) {12)
Retail Business Insurance {RBI) {16) {12) {28)
Reclassified Insurance Profit $ ) 133 1 134

CIAG
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NEW ZEALAND
FINANCIAL PERFORMANCE 1HO8 2Ho8 FYos
Reclassified Reclassified Reclassified
g ASm A$m Afm
% Gross written premium 483 491 974
o Gross earned premium 488 - 467 955
i Relnsurance expanse {24} {33) {57).
.9 Net premium revenue 464 434 898
b Net claims expense {328) (288) (616)
é Commission expense : {48): {50) (98)
— Linderwriting expense {100)- {93} (193}
8 Underwriting profit/(loss) {12) 3 (9)
b Investment income on technical reserves 10 11 21
L. Insurance profit! {foss {2 14 12
o Insurance Ratios _
i:q:J Loss ratio 70.7% 66.4% 68.6%
g Expense ratio : 3.9% 32.9% 32.4%
fus] Commission ratio 10.3% 11.5% 10.9%
C Administration ratio : 216% 21.4% 21.5%
g Combined atio 102.6% 93% 101.0%
insurance margin (0.4%) 3.2% 1.3%
Reported insurance Margin % {4.8%) 1.0% {2.0%)
Reported Insurance Profit § (21) 4 (17)
Reclassiﬂcaticn {included in Insurance Profit) .
Net Corporate Expenses : (%) (2) (3}
Captive Reinsurance Allocation 1o NZ 20 12 32
Reclassified Insurance Profit $ ) {2) 14 12

QIAG
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UNITED KINGDOM

FINANCIAL PERFORMANCE 1HO8 2Ho8 FYo8
Reclassified Reclassified Reclassified
ASm ASm ASm
Gross written premium 585 540 1,125
Gross earned premium 576 552 1.128
Reinsurance expense (20) (35) (55}
Net premium revenue ’ 556 517 1,073
Met claims expense (472) {393) {865)
Commission expense {61) {52) {113}
Undenwiting expense {109). (86} {195)
Underariting profitf{loss) (885) (14) {100)
Investment income on technical reserves 52 ‘7 59
Insurance profitf {loss) . (34) " (41}
Profit from fee based businesses {(2) 1 (1)
Share of profit from associates {2) {1} {3)
Total Divisional Result {38) 7 (45).
Insurance Ratios
Loss ratio 84.9% 76.0% 80.6%
Expense ratio 30.6% 26.7% 28.7%!
Commission ratio . 11.0% 10.1% 10.5%
Administration ratio 19.6% 16.6% 18.2%
Combined ratio 115.5% 102.7% 108.3%.
Insurance margin (6.1%) (1.4%) (3.8%)
T
Reported Insurance Margin % 4.0% 1.5% 2.8%
Reported Insurance Profit $ 21 7 28
Reclassification (Included In Insurance Profit)
Net Corporate Expenses n (2) (3)
Captive Reinsurance Allocation to UK (54} {12) {66}
- Advantage quota share 9 {27) (36)
- Excess of loss (45) 15 {30)
Reclassified Insurance Profit § {34) (7} {41}

CIAG
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ASIA 1H08 2H08 FY0B
FINANCIAL PERFORMANCE
T Raclassified Reclassified Reclassified
8 ASm ASm ASm
Q Gross written premium 89 85 174
o Gross earned premiurm 88 84 172
‘6 Reinsurance expense {17) {17} (34)
7 Net premium revenue 71 67 138
0>J Net claims expense {44) 48) (90}
& Commission expense (14) 13 (27}
g Underwriting axpense {(19) {18) (35)
o Underwriting profit/{ioss) {6) (8} (14)
- Investment income on technical raserves < 3 3
L Insurance profit/ (loss) {6) (5) (11}
8 Profit from fee based businesses 2 2 (4)
= Sharae of profit from associates T3 {3) B
!7) Corporate expenses u
a Total Divisional Result 5 10 15)
s) Insurance Ratios
&J Loss ratio 62.0% 68.7% 65.2%
Expehsa ratio 46.5% 43.3% 45.0%
Commission ratio - ©19.7% 19.4% 10.6%
Administration ratio 26.8% 23.9% 25.4%
Combined ratio 108.5% 112.0% 110.2%
Insurance marg.in (8.5%) (7.5%) (8.0%)}
.
Reported Insurance Margin % - 4.6% 23%
" Reporied Insurance Profit § - 3 - 3
Reclassification {Included in Insurance Profit)
Net Corporate Expensas ' (6) {8) )
Asia Development Costs (2 (1) {3y
Cag:ive Reinsurance Allocation to Asia 2 (2} -
Raclassified Insurance Profit § [ (5} {11}).

CIAG
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CORPORATE & OTHER

FINANCIAL PERFORMANCE 1+08 2Ho8 Fyo8
Reclassified Reclassified Reclassified

T ASm A$m ASm

8_ Gross written premium 11 15 26
Y Gross eamed preamium 14 10 24
o

- Reinsurance expense (4} (3) &)
o Net premium ravenue ' 10 7 17
$ Net claims expense (8) n {19).
> Commissicn expense (2). @ “
£ Underwriting expense [t) (5} (12)
g Underwriting profit/(loss) {7 (11} . {18}
> Investment income on technical reserves - - - -
18 tnsurance profit ‘ n (i’ {18}
o Net corporate expenses' - (69) (69)
QO__J Interest . {58) (43) (101}
h Investment income on shareholders’ funds 76 (52) 24
g Amortisation® : (32) (375) {407}
I

48]

o

Insurance Ratios L

Loss ratio 80.0%. 157.1% 111.8%
Expense ratio 90.0% 100.0% 94.1%

Commission ratio 20.0% 28.6% 23.5%.

Administration ratio - 70.0% 71.4% 70.6%
Combined ratio 170.0% 257.1% 205.9%
Insurance margin (70.0%) (157.1%) (105.9%)
I

Reported Insurance Margin % - - -
Reported Insurance Profit $ - . -

Reclassification {included in tnsurance Profit)

External Reinsurance Allocation f‘:)' (11} {18}.
Raclassified Insurance Profit § {7y (11} {18)
Nat Corporate Expenses Allocation 25 28 53
Notes

' Remaining Net Corporate Expenses include:
- $60 million restructuring provision
- 9 million impainment charge for UK property
2 Amortisation charge of $407 million includes:
- 865 million amortisation
- $342 miilion writedown of Hastings/Advantage Assets

CIAG
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Australian Securities &
Investments Commission

Forms Manager

Date/tima: 03-12-2008 12:53.:04
Raference Id; 77636829

Form‘being prepared

Change to company details

Form 484
Comorations Act 2001

. Company details

Company name

INSURANCE AUSTRALIA GROUP LIMITED
Australian Company Number {(ACN)

090 739 923

Lodgement details

Who should ASIC contact if there is a query about this form?

Name

INSURANCE AUSTRALIA GROUP LIMITED
ASIC registered agent number (if applicable)

21781 : :

Signature

This form must be signed by a cuirent officeholder of the company.

| certify that the information in this form is true and complete
Name

Capacity J—‘—t”v ’Ll fﬂ!
Signature _,Q - M

Date signed ?) "";E — r >0 % .

ASIC Form 484 Ref 776368200/12/2008

Page 1 of 2
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INSURANCE AUSTRALIA GROUP LIMITEDACNOS0 739 823

C2 Issue of shares
New share issues are listed in the {able below.

lAmount paid per share  |[Amount unpaid per share

hare class coderNumber of shares issued
ORD

10077977 4.1536

jo

Eartiest Date of issue 03-10-2008

C3 Change to share structure

The updated details for this changed share class are shown in the table below.

Full title if not standard|[Total humber of

hares

ofal amount paid on otal amount unpaid
hese shares on these shares

ORDINARY SHARES |[1888332519

1859885.26 10.00

Earliest date of
change

03-10-2008

ASIC Form 484 Ref 7763682903/12:2008

Page 2 of 2
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New issu¢ announcement

Rule 2.7, 3.10.3, 3.10.4, 3.10.5

Appendix 3B

New issue announcement,
appllcatlon for quotation of additional securltles
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, 30/9/2001, 11/3/2002, 1/1/2003, 24/10/2005.

Name of entity
INSURANCE AUSTRALIA GROUP LIMITED

ABN
60 090 739 923

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 Fully paid ordinary shares (Ordinary Shares)
issued '

2 Number of *securities issued ortobe  °| 10,077,977 Ordinary shares issued pursuant
issued (if known) or maximum number [ 5 the Dividend Reinvestment Plan (DRP) to
which may be issued shareholders who nominated participation in

the DRP.

3 Principal terms of the *securities (eg, if | On the same terms as existing Ordinary
options, exercise price and expiry date; | Shares listed on ASX.
if partly paid *securities, the amount
outstanding and due dates for payment;
if *convertible securities, the conversion
price and dates for conversion)

* See chapter 19 for defined terms.

~$pendix 3b 031008 drp.doc Appendix 3B Page 1



New issue announcement

4 Do the *securities rank equally in all Yes
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 ’

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

payment
5  lssue price or consideration $4.1536 per Ordinary Share
6  Purpose of the issue Shares were issued pursuant to the DRP
(Ifissued as consideration for the
acquisition of assets, clearly identify
those assets)
7 Dates of entering *securities into 3 October 2008
uncertificated holdings or despatch of
certificates
‘ Number *Class
8 Number and *class of all *securities 1,888,332,519 Ordinary
quoted on ASX {including the .
securities in clause 2 if applicable)
3,500,000 Reset Preference
Shares (IAGPA)

* Sce chapter 19 for defined terms.

~$pendix 3b 031008 drp.doc Appendix 3B Page 2
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New issue announcement

10

Part 2 - Bonus issue or pro rata issue

11

12

13

14

15

16

17

18

18

Number

+Class

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

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

I 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 entittements?

Policy for deciding entitements 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 :

77,500

Options over
unissued shares

The Ordinary Shares will, from the date of
allotment, carry the right to participate in
dividends '

*+ See chapter 19 for defined terms.

~Spendix 3b 031008 drp.doc -

Appendix 3B Page 3
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New issue announcement

20

21

22

23

24

25

26

27

28

29

30

A

Names of any underwriters

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 entitement and acceptance form
and prospectus or Product Disclosure
Statement will be sent te persons
entiled

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

Data 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 entittements through a broker and
accept for the balance?

* See chapter 19 for defined terms.

~$pendix 3b 031008 drp.doc

Appendix 3B Page 4
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New issue announcement

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

33 *Despatch date

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) g Securities described in Part 1

(b) I__—I 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
Tick to indicafe you are providing the information or documents

35 l: Ifthe “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 E 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

* See chapter 19 for defined terms.

~$pendix 3b 031008 drp.doc Appendix 3B Page 5



New issue announcement

Entities that have ticked box 34(b)

38

39

40

41

42

Number of securities for which
*+quotation is sought

Class of *securities for which quotation
is sought

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:

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 fo which they do noet rank
equally, other than in relation {o 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

* See chapter 19 for defined terms.

~$pendix 3b 031008 drp.doc
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New issue announcement

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 guoted 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 salé 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 te be
abla to give this warranty

Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation 10 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.

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. :

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:

Print name:

A e an
Date: 30 September 2008.

(Group Company- Secretary)

Glenn Revell

t See chapter 19 for defined terms.

~$pendix 3b 031008 drp.doc ' Appendix 3B Page 7
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Australian Securities & )

Investments Commission
TEHQE MRD

Form 492
Corporations Act 2001

Request for correction

Use this form to notify ASIC of corrections to previously notified changes.
If there is insufficient space in any section of the form, you may photocopy the relevant page(s) and submit as part of this lodgement

Company/scheme details Company/scheme name
[INSURANCE AUSTRALIA GROUP LIMITED . ]

ACN/ARBN/ARSN/ABN
los0 739 923

Lodgement details Who should ASIC contact if there is a query about this form?

Name .

[INSURANCE AUSTRALIA GROUP LIMITED ' J

ASIC registered agent number {if applicable} .

121781 |

Telephone number '

|02 52928448

Postal address

EIEL_@LNBMA CENTRE, 388 GEORGE STREET, SYDNEY, NSW, 2000 ' ]

l ' 1
Please provide an estimate of the time taken to complete this form.

L‘__J hrs l_] ming

1. Details of original documents

Form number

lag4cC |

Form title

|CHANGE TO COMPANY DETAILS - MEMBERS |
Docurent number (Murmber aocated by ASIC)
{1E4477664

Date of lodgement

L1][z]/[o][e];[o][e]
Do M MYV

S j

2 Details of correction

Supporting documentation is required
for a correction to a date of change.
Documentation is defined as a copy
of any company record (minute,
resolution, file note, memorandum,
letter etc) evidencing the company's
decision relating to the event seeking
to be corrected.

On page 2 of Form 484 under the heading Details of cancelled shares the share class code should
have read RPSB not PRF.

This is in response to a company statement. Please capture all details,

The copy of the information being
provided as evidence to support the
correction must be duly authorised by -
a curren{ director or secretary of the
company (signed, dated, signatory
capacity}.

ASIC Form 492 ' 26 May 2004 Trace: 1814 ' Page 1 of 2




Signature
This form must be signed by a current director or secretary of the company.

| certify that the information in this form is true and complate.
Name .
[REVELL, GLENN DEREK

Capacity

Director

Company secretary

Signature

L ]

Date signed

[21[8]ii1][1],[0][e]
SR R R

Lodgement Send completed and signed forms to: For help or more information
Austratian Securities and Investments Commission, Telephone 03 5177 3988
PO Box 4000, Gippsland Malil Centre VIC 3841, £mal info.enquiri .
: ' Web WWw asic.qov.au

ASIC Form 492 26 May 2004 Page 2 of 2
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Investments Commission

Change to company details

Sections A, B or C may be lodged independently with this signed cover page to notify ASIC of:

B1 Cease company officeholder
B2 Appoint company officeholder
B3 Special purpose company

A1 Change of address

A2 Change of name - officeholders and proprietary -
company members

A3 Change - ultimate holding company

dEHTF0500

‘Form 484
Corporations Act 2001

€1 Cancellation of shares

C2 Issue of shares

C3 Change to share stucture

C4 Changes to the register of members for proprietary
companies

If there is insufficient 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

[INSURANCE AUSTRALIA GROUP LIMITED ]
Refer to guide for information about ACN/ABN Corporate key

[090 739 923 | |s8604760 ' |

corporale key

Lodgement details ' Who should ASIC contact if there Is a query about this form?

Firm/onganisation

’ INSURANCE AUSTRALIA GROUP LIMITED

Contact name/position description

ASIC registered agent number {if applicable)

[21781

Telephone number

|02 92928448

Postal address or DX address

[LEVEL 26, NRMA CENTRE 388 GEORGE STREET

[SYDNEY, NSW, 2000

Total number of pages including this cover sheet

Signature
This form must be signed by a current officeholder of the company.

| gertify that the information in this cover sheet and the attached sections of this form are true and complete.

Name

|REVELL, GLENN DEREK"

Capacity

D Director

‘7| Company secretary'

Signature
_ﬂ s {
Date signed N
ls]iiol(s][o]
© D M M ¥ Y
Lodgement Send completed and signed forms to: For help or more information
Australian Securities and Investments Commission, Telephone 1300 300 630
PO Box 4000, Gippsland Mail Centre VIC 3841, Email info.enquiries@asic.gov.au
) Web WWW. 35ic qov.au
Or lodge the form electronically by visiting the ASIC website
: www.asic.gov.au
ASIC Form 484 Reference: & September 2007 Cover page

Trace: 1720
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Use this section to notiy if a company officeholder has ceased to be a company officeholder. You need fo notify details separately for each ceased
officeholder. A company does not have to notify ASIC that an officeholder has ceased if the officeholder has already notified ASIC by lodging a Form 370
Notification by officeholder of resignation ar retirement.

Role of ceased officeholder D Director
Select one or more boxes Secretary

D Alternate director

Person alternate for

Date officeholder ceased Date of change

[ z],fel{e o] e]
D OM MUY Y

The name of the ceased officeholder is

Name
Family name Given names
MACLENNAN-PIKE | |FRASER CHARLES ' B
Date of birth E'
_ ]} [M M}
Place of birth (lownfcrty) {state/country)
[CHISWICK | |[uNnITED-KINGDOM

B1 Continued... Cease another company officeholder

Use this section to notify if a company officehofder has ceased to be a company officeholder, You need to notify détails separately for each ceased
officeholder. A company does not have to notify ASIC that an officeholder has ceased if the officeholder has already notified ASIC by lodging a Form 370
Natification by officeholder of resignation ar retirement.

Role of ceased officeholder D Director
Select one or more boxes [ ] secretary

D Alternate director Person alternate for

Date officaholder ceased " Date of change

DDDDDD

P 0 M M

Name The name of the ceased officeholder is
Family name Given names

| 1

Date of birth

LICWIL]

D O M M [¥ VY
Place of birth {town/cily) (state/country)

| 1 il

Reference: Trace: 1720
ASIC Form 484 6 September 2007 Section B Page 1
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Insurance Australia Group

Australian Securities and Investments Commission
Level 18, No 1 Martin Place

SYDNEY

NSW 2000

15 December 2008
IAG Non-Executive Directors’ Plan Offer

Dear Sir,

We attach, pursuant to the relevant ASIC class orders, copies of the IAG Non-
Executive Director's Plan Offer documents: -

IAG Share and Performance Award Rights Plans Trust Deed;
Explanatory Booklet,

Standing PreferencefOffer Form;

Financial Services Guide (FSG);

PN

The Offer was made to |AG Non-Executive Directors’ on 9 December 2008.

Yours sincerely, .
_ﬁ/ - i

Glenn Revell
Group Company Secretary E

tnsurance Austratia
Group Limited
ABN B0 090 739 923

388 George Street
Sydney NSW 2000
Australia

T +61 (0)2 8292 9222
www.iag.com.au
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TRUST DEED, AS AMENDED TO 25 OCTOBER
2007

Date: [EXECUTED ON 12 FEBRUARY 2001]

Parties: INSURANCE AUSTRALIA GROUP LIMITED (“IAGL”) (ABN 60 090 739
923) of 388 George Street, Sydney, NSW
and

IAG SHARE PLAN NOMINEE PTY LIMITED (ABN 52 095 125 152)
of 388 George Street, Sydney, NSW

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

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

Operative provisions:

1 Definitidns and interpretation

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

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

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

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

Allocation Share means a Share allocated under clause 3.

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

Application Form means a form to offer to acquire Bonus Equity
Shares, Allocation Shares, Equity Shares, NED Shares, Deferred
Shares, Benefit Shares, Deferred Award Rights, Performance Award

91057922 , ' 25.10.07




Rights or Executive Performance Rights, as appropriate, under the Plan
in the form determined by the Board from time to time.

ASX means ASX Limited.

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

Benefit Share means a Share allocated under clause 7B.

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

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

Bonus Equity Share means a Share allocated under clause 4.

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

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

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

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

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

Deferred-Share means a Share allocated under clause 7A.

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

Director means a director of IAGL.

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

Equity Share means a Share allocated under clause 6.

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



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

body.

Event means, in relation to any grant or award made under a Plan
before [insert.date of amendment):

(a)

(b)

(c)

(d)
(e)

a takeover bid is made to the holders of issued ordinary fully
paid shares in [AGL (other than as a result of an allotment or
transfer approved by the Board);

a statement is lodged with the ASX to the effect that a person
and any of the entities controlled by or on behalf of them
together with any associates has become entitled to not less
than 30% of the total number of votes attaching to voting
shares in IAGL-(other than as a result of an allotment or
transfer approved by the Board); :

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

IAGL passes a resolution for voluntary winding up; or

an order is made for the compulsory winding up of IAGL; and

Event means, in relation to any grant or award made under a Plan on
or after 25 October 2007: '

(a)

(b)

(c)

(d)
(e)
®

a bona fide takeover bid is made to the holders of issued
ordinary fully paid shares in [AGL;

a statement is lodged with the ASX to the effect that a person
and any of the entities controlled by or on behalf of them
together with any associates has become entitled to not less
than 30% of the total number of votes attaching to voting
shares in IAGL (other than as a result of an allotment or
transfer approved by the Board}),

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

IAGL passes a resolution for voluntary winding up;
an order is made for the compulsory winding up of IAGL; or

there is a sale of at least 51% of the business or assets by book
value of the Group other than to a member of the Group.

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



Executive Performance Rights means the rights granted under clause
8B.

Executive Performance Rights Plan means the terms of the Trust as
they apply to Executive Performance Rights.

Executive Performance Shares means Shares allocated by the
Trustee and held by the Trustee for the benefit of a Holder upon
exercise of Executive Performance Rights.

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

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

NED Share means a Share allocated under clause 7.

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

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

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

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

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

Offer Closing Date means the date for receipt of Applications by
Executives to participate in the Performance Award Rights Plan,
Deferred Award Rights Plan or Executive Performance Rights Plan (as
the case may be) as specified in the Application Form.

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

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

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

Performance Award Rights means the rights issued under clause 8.

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



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

Restriction Period means, in respect of a Plan, the period specified by

the Board at the time of the invitation referred to in clause 4.1 or 5.1,
6.1,7.1,7A.1 or 7B.1 as appropriate.

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

Shares means:

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

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

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

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

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

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

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

{(b) been continuously absent from all active work for a period of
at least six months and has been required to participate in a
rehabilitation program; or

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

Trust means the trust established by this deed.



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

Year of Income means a period of 12 months ending on 30 June in
any year and includes the period commencing on the date of this deed
and terminating on the next 30 June and the period ending on the date
of termination of the Trust and commencing on the preceding 1 July.

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

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

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

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

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

2 Establishment of Trust

2.1 IAG Share Plan Nominee Pty Limited is hereby appointed by IAGL
and agrees to act as Trustee of the Trust on the terms of this deed.

22 The Trust comes into operation on the date of the first contribution of
capital to the Trust by IAGL.

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

3 Trustee
Nature, appointment and removai
3.1 The Trustee ceases to be the Trustee when:
(a) either:

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

(ii) IAGL serves notice in writing on the Trustee that it is
‘ removed as Trustee of the Trust; and

{(b) a new Trustee is appointed.

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



Transfer of assets

Powers of Trustee

33

34

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

the new Trustee.

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

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

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

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

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

(e) to refer any claim or demand by or against the Trustee in

respect of the Trust to arbitration and observe and perform
awards;
(fH to make and give receipts, releases and other discharges for

money payable to the Trust;

(2) to open bank accounts and to retain on current or deposit
account at any bank any money which it considers proper and
to make regulations for the operation of those bank accounts
including the signing and endorsing of cheques;

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

(i) to take and act upon the advice or opinion of any legal
practitioner (whether in relation to the interpretation of this
deed, any other document or statute or as to the administration



of the trusts hereof) or any other professional person and
whether obtained by the Trustee or not, without being liable in
respect of any act done by it in accordance with such advice or
opinion;

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

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

Instructions by Participants

3.5

Remuneration of Trustee

3.6
3.7
No security
3.8
Conflict {)f interest
' ‘39

For the purposes of this deed, the Trustee is entitled to regard as valid
an instruction, consent or other authorisation given or purported to be
given by a Participant, whether in writing and signed by or purporting
to be signed by the Participant or in any other form approved by the
Board.

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

Further, the Trustee must not levy any fees or charges for operating
and administering the Trust. However, reimbursement may be sought
from Participants for any reasonable third party transfer or withdrawal
costs or charges, as specified by the Board from time to time, in
relation to the exercise of Deferred Award Rights, Performance Award
Rights or. Executive Performance Rights or the withdrawal of
Executive Performance Shares.

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

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

3A . Maximum number of shares issued under a Plan Trustee

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

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




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

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

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

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

4  Grant of Bonus Equity Shares

Participation

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

Terms of Bonus Equity Shares :
4.2 Bonus Equity Shares allocated under this Plan must be on the terms set
out in schedule I of this deed, unless the Board determines otherwise
in its absolute discretion.

No cost to Participating Employee ‘
4.3 A Participating Employee is not liable to make any payment on
acceptance of an offer for Bonus Equity Shares.

Offer
4.4 Following an invitation under clause 4.1, an offer by the Employee to
the Trustee for Bonus Equity Shares must be made on an Application
. Form, or in any other form approved by the Board, on or prior to the
Acceptance Date. '

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

4.6 By making the offer for Bonus Equity Shares, the Participating
Employee agrees to be bound by the terms of this deed and the
constitution of IAGL. :



5  Grant of Allocation Shares

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

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

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

No cost to Participating Employee
53 A Participating Employee is not liable to make any payment on
acceptance of an offer for Allocation Shares.

Offer
5.4 Following an invitation under clause 5.1, an offer by the Employee to
the Trustee for Allocation Shares must be made on an Application
Form, or in any other form approved by the Board, on or prior to the
Acceptance Date.

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

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

6  Grant of Equity Shares

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

Terms of Equlty Shares
6.2 Equity Shares allocated under this Plan must be on the terms set out in

schedule 3 of this deed, unless the Board determines otherwise in its
absolute discretion.

No cost to Participating Employee
6.3 A Participating Employee is not liable to make any payment on
acceptance of an offer for Equity Shares.

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

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



6.5

6.6

or in any other form approved by the Board, on or prior to the
Acceptance Date.

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

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

7 Grant of NED Shares

Participation -
7.1
Terms of NED Shares
7.2

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

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

No cost to Non-Executive Director -

7.3

Offer
7.4

7.5

7.6

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

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

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

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

7A  Grant of Deferred Shares

Participation
TA.l

Terms of Deferred Shares

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



7A.2

Deferred Shares allocated under this Plan must be on the terms set out
in schedule 6 of this deed, unless the Board determines otherwise in its
absolute discretion.

No cost to the Participating Employee

TA3

Offer
7A.4

7A.5

7A.6

A Participating Employee is not liable to make any payment upon the
acceptance of an offer for Deferred Shares under the plan.

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

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

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

Dealing with deferred shares

TA.7

The Board may determine that the terms of issue of the Deferred
Shares provide for the circumstances when a Participating Employee
may assign, transfer, sell, encumber or otherwise deal with a Deferred
Share.

7B Grant of Benefit Shares

Participation
7B.1

Terms of Benefit Shares
7B.2

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

Benefit Shares allocated under this Plan must be on the terms set out in
schedule 7 of this deed, unless the Board determines otherwise in its

. absolute discretion.

No cost to the Participating Employee

7B.3

Offer
7B.4

7B.5

A Participating Employee is not liable to make any payment upon the
acceptance of an offer for Benefit Shares under the plan.

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

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




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

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

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

8 Grant of Performance Award Rights

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

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

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

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

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

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

(a) . the name of the Executive;

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

(¢) - the closing date for the offer of the Performance Award Righis;
and

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

85 To make an offer to the Trustee following an invitation to an Executive
under clause 8.1, an Executive must: )

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



8.6

8.7

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

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

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

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

Legal personal representative

3.8

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

- reasonably require to establish the entitlement of the legal personal

representative.

8A  Grant of Deferred Award Rights

Invitation to paﬁicipate

Terms of Rights

8A.1

8A.2

8A3

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

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

(a) the position in IAGL held or to be held by the Executive;
(b) the Executive 's length of service with IAGL;
(<) the contribution made by the Executive to IAGL;

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

(e) any other matters which the Board considers relevant.
The Deferred Award Rights granted under this Plan must be on the

terms set out in schedule 8 of this deed, unless the Board determines
otherwise in its absolute discretion.



Offer
8A 4

8A.5

8A.6

8A.7

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

(a) - the name of the Executive;

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

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

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

To make an offer to the Trustee following an invitation to an Executive

under clause 8A.1, an Executive must:

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

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

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

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

Legal personal representative

8A 8

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

8B  Grant of Executive Performance Rights

Invitation to participate
8B.1

8B.2

In its absolute discretion, the Board may invite an Executive to
participate in the Plan and invite the Executive to make an offer 1o the
Trustee for Executive Performance Rights.

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



Terms of Rights

‘ Offer

Legal personal representative

8B.3

8B.4

8B.5

8B.6

8B.7

8B.8

(a) the position in IAGL held or to be held by the Executive;
(b}  the Executive s length of service with IAGL;
() the contribution made by the Executive to IAGL,;

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

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

The Executive Performance Rights granted under this Plan (and

‘Executive Performance Shares allocated on vesting of the Executive

Performance Rights) must be on the terms set out in schedule 9 of this
deed, unless the Board determines otherwise in its absolute discretion.

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

(a) the name of the Executive;

(b) the nature and number of Executive Performance Rights being
offered;

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

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

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

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

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

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

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

A legal personal representative of the Executive Performance Right
Holder may be recognised by the Trustee as a holder of an Executive
Performance Right Holder’s Executive Performance Rights in



circumstances where either the Executive Performance Right Holder
has died or the Executive Performance Right Holder’s estate is liable
to be dealt with under the laws relating to mental health, on the
production to the Trustee of documents or other evidence which the
Trustee may reasonably require to establish the entitlement of the legal
personal representative.

9  Acquisition and allocation of Shares by Trustee

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

9.1

9.2

Subject to the Trustee:

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

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

(c) receiving or having sufficient funds or shares from a
~combination of (a).and (b) above,

the Trustee must allocate Shares to the Account establlshed for the
Participant in order to grant:

(d) Bonus Equity Shares under clause 4;
(e) Allocation Shares under clause 3;
H Equity Shares under clause 6;

(g) NED Shares under clause 7;

(h) Deferred Sharés under clause 7A; or
(i) ‘ Benefit Shares under clause 7B.

The Trustee may acquire Shares for the purpose of granting Bonus
Equity Shares, Allocation Shares, Equity Shares, Deferred Shares,
Benefit Shares, NED Shares, and Executive Performance Shares and
for the purpose of transferring Shares to Participants upon exercise of -
Deferred Award Rights and Performance Award Rights, from time to
time. Shares acquired in accordance with this clause are to be
registered in the name of the Trustee on acquisition.

Legal and beneficial interest of Participants in Shares

93

Shares allocated in accordance with clause 9.1 in order to grant Bonus
Equity Shares, Allocation Shares, Equity Shares, Deferred Shares,
Benefit Shares, NED Shares and Executive Performance Shares, and in
order to permit a transfer of Shares to Participants upon exercise of
Deferred Award Rights and Performance Award Rights must be held
on the terms of this deed by the Trustee on behalf of the relevant
Participant who is the beneficial owner of the Shares subject to the
terms of the Plan under which the shares were allocated. All interests



Rights of IAGL in §

10

Accounts

9.4

hares
9.5

and benefits to be held by the Trustee on behalf of a Participant under
this deed are strictly personal to that Participant.

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

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

11

Payments

10.1

10.2

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

Each account must record:

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

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

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

1.1

11.2

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

Subject to the terms of this deed, the Trustee may deduct from any
amount to be paid to a Participant an amount on account of Tax
payable of anticipated to become payable by the Trustee, including by




the Trustee on behalf of the Participant directly or indirectly in relation
to a Share held on behalf of the Participant.

12 Notices

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

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

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

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

12.2 Del.ivery, transmission and postage shall be to the address of any

Participant as indicated on the application form or such other address .
as the Trustee or any Participant may notify to the other.

13 Audit

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

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

13.3  The Trustee shall appoint an Auditor of the Trust.

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

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

14  Income and capital distributions

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




Allocation Shares

Equity Shares

NED Shares

Deferred Shares

14.2

14.3

14.4

14.4A

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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



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

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

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

Benefit Shares ‘
14.4B A Participating Employee is presently entitled to so much of the Net
Income of the Trust for a Year of Income which is attributable to:

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

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

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

Executive Performance Shares

14.4C A Participating Employee is presently entitled to so much of the Net
Income of the Trust for a Year of Income which is attributable to:

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

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

(¢) transactions or events related to Executive Performance Shares
or property related to or arising from Executive Performance
Shares held by the Trustee on behalf of the Partictpating
Employee.

Balance of Net Income
14.5  The balance of the Net Income of the Trust for a Year of Income to
: which no Participant is presently entitled in accordance with clauses
14.1,14.2, 14.3, 14.4, 14 4A or 14.4B may, subject to compliance with
any restrictions applicable by statute, common law or equity or the.
Listing Rules, be applied, in whole or in part, for the benefit of one or
- more of the following beneficiaries as the Trustee thinks fit:

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

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



15

14.6

14.7

Amendment

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

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

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

N any charity nominated by the Trustee.

The balance of the Net Income of the Trust for a Year of Income to
which no Participant is presently entitled in accordance with clause
14.1, 14.2, 14.314.4, 14 4A or 14.4B and not applied in accordance
with clause 14.5 may be accumulated by the Trustee as an Accretion to
the Trust. '

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

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

(b) for the benefit of any of the following beneficiaries as the
Trustee thinks fit:

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

(iti)  a provident, benefit, superannuation or retirement fund
established and maintained by TAGL.

15.1 .

15.2

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

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

(a) to enable the Trustee or IAGL to take into account any changes
to the system of taxation in Austratia, including any proposed
changes to the system of taxation in Australia, as a result of the
Government’s adoption of any recommendations made in the




15.3

15.4

Report of the Review of Business Taxation submitted to the
Government by the Ralph Committee;

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

{c) to correct any manifest error or mistake;

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

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

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

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

16  Obligations and indemnity of the Trustee

16.1

16.2

16.3

16.4

16.5

Without derogating from the right of indemnity given by law to
trustees, IAGL hereby covenants with the Trustee that it will
indemnify and keep indemnified the Trustee in respect of all liabilities,
costs and expenses incurred by the Trustee in the execution or
purported execution of the Trust or any of the powers, authorities or

_discretions vested in the Trustee and from and against all actions,

proceedings, costs, claims and demands in respect of any matter or

thing done or omitted other than a claim arising out of the Trustee’s
negligence, dishonesty or the Trustee wilfully or knowingly being a
party to a breach of trust.

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

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

The Trustee is entitled to be indemnified by a Participant in respect of
any Tax payable by the Trustee in respect of Shares held by the
Trustee on behalf of the Participant.

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

18

17.1

17.2

17.3

17.4

17.5

17.6

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

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

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

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

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

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

Rights of Participants

19

18.1

Except as expressly provided in this deed, nothing in this deed:

" (a) confers on any Employee the right to receive any Shares;

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

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

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

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

Tefmination of Trust

19.1

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




19.2

19.3

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

(b) the Board determining that the Trust is to be wound up; and
(c) the day before the 80th anniversary of the date of this deed.

If the Trust is terminated, the Trustee must transfer to each Participant
the Bonus Equity Shares, Allocation Shares, Equity-Shares, Deferred
Shares, Benefit Shares, NED Shares and Executive Performance
Shares standing to the credit of the Account of the Participant.

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

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

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

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

(d) any charity nominated by the Trustee.

20  Sale and Indemnity

20.1

The Board may, at the time of offer of a Bonus Equity Share,
Allocation Share, Bonus Equity Share, Deferred Share, Benefit Share
or NED Share to a Participant, provide that the Participant is required
to reimburse IAGL in the event that IAGL or any member of the
Group is obliged to account for tax in connection with, or as a result of
the grant or transfer of Bonus Equity Shares, Allocation Shares, Bonus
Equity Shares, Deferred Shares, Benefit Shares or NED Shares to the
Participant. The Board may determine the manner in which
reimbursement is to occur, including without limitation by sale ofthe
Shares held on behalf of the Participant.

21 Governing law, jurisdiction and process

21.1

EXECUTED as a deed

This deed will be governed by the laws of New South Wales and will
be construed and take effect in accordance with those laws.
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Schedule 1 - Bonus Equity Shares Terms

1. Registration of and beneficial interest in Bonus
Equity Shares
1.1 Bonus Equity Shares allocated to a Participating

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

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

TAGL.
2. Interpretation
2.1 Restriction Period for a Bonus Equity Share means

the period commencing at the date of allocation of the
Bonus Equity Share in accordance with clause 4.5 and
“ending on the earliest of:

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

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

(i) by a member of the Group; or

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

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

3.  Right to dividends

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



4.1

4.2

.43

44

5.1

52

Bonus Shares

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

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

Upon allotment to the Trustee:

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

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

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

Share Rights

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

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

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

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

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



5.3

5.4

55

5.6

6.1

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

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

If the Trustee acquires, on behalf of the Participating
Employee, a specified number of shares or securities
pursuant to the Share Rights in accordance with term
5.2(b), the Trustee will transfer those shares or
securities to the Participating Employee. The Trustee

- may make it a condition of transfer that the

Participating Employee pay the cost of transfer
(including stamp duty).

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

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

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

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

Other accretions

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

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

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

" Participating Employee.



7.1

7.2

8.1

9.1

10.

10.1

Voting right

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

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

Right to attend, speak etc

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

Failure to provide information

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

How Trustee votes

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




11.

12.
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12.2

12.3

12.4

No claim

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

Transfer of Bonus Equity Shares

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

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

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

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

- At the end of the Restriction Period, a Participating

Employee has until the day 2 months from the end of
the Restriction Period to either:

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

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

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

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

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

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



12.5

12.6

12.7

13.

13.1

14.

14.1

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

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

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

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

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

Forfeiture

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

Early Release

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




Schedule 2 - Allocation Shares Terms

1.

1.1

2.1

3.

3.1

4.1

Registration of and beneficial interest in Allocation
Shares

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

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

Interpretation

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

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

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

M a member of the Group; or

(ii) unless the Board otherwise determines,
the employer of the Participating
Employee at the date of allocation of the

- Allocation Shares; or

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

Right to dividends

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

Bonus Shares

Subject to term 4.2, a Participating Employee 1s
entitled to any Bonus Shares which accrue to the
Shares held by the Trustee on behalf of that
Participating Employee.



4.2

4.3

4.4

5.1

5.2

5.3

5.4

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

Upon allotment to the Trustee:

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

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

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

Share Rights

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

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

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

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

(ii) payment of an amount equal to the cost of -

accepting the Share Rights entitlement
" plus, if the Trustee so requires, such

additional amount as the Trustee
estimates (and notifies to the Participating
Employee) to be the cost of transferring
the shares or securities to the Participating
Employee.

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

Subject to term 5.5, if the Trustee sells the Share
Rights in accordance with term 5.2 or term 5.3, the
Trustee must distribute the proceeds of the sale (after



5.5

5.6

6.1

7.1

7.2

deduction of the costs of sale incurred by the Trustee)
to the Participating Employee.

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

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

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

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

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

Other accretions

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

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

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

Voting right

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

The Trustee and IAGL, will enable, so faras
practicable, relevant and lawful, the appointment of



the Participating Employee or the Participating
Employee’s nominees (but no more than 2 other
persons) as the Trustee’s attorney within the time
period allowed, and in the manner required, by
IAGL’s constitution in order to exercise the votes
attached to the Allocation Shares held by the Trustee n
behalf of the Participating Employee.

8. ‘ Right to attend, speak etc

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

9. Failure to provide information

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

7.2.
10. How Trustee votes
10.1 The Trustee will only cast a vote on any resolution in

respect of Shares through its attorneys (or their
nominees) appointed pursuant to term 7.2.

11. No claim

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

12. Transfer of Allocation Shares

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

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



12.3

124
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12.6

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

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

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

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

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

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

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

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

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

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

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

[f the Trustee does not receive a notice in accordance
with term 12.3, then the Trustee must transfer the
Allocation Shares to the Participating Employee
within 1 month of the end of the notice period referred
to in term 12.3.

A Participating Employee will not have any claim
against the Trustee or IAGL. as a result of the exercise
by the Trustee of a power, discretion or determination
under this term 12.
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13.

13.1

14,

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

Forfeiture

Allocation Shares allocated to a Participating

Employee will be forfeited if the Employee is no

longer employed by any of the following before the

second anniversary of the allocation:

() a member of the Group; or

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

except for cessation caused by:

a) redundancy;

b)  Retirement;

¢)  death;or

d)  Total and Permanent Disablement.

Early Release

A Participating Employee suffering financial hardship

may apply to the Board for early release of Shares

from the Trust. The Board may, in its absolute
discretion, determine that the Shares be released.



Schedule 3 - Equity Shares Terms

1.

1.1

1.2

2.1

3.1

4.1

Registration of and beneficial interest in Equity
Shares

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

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

Interpretation

Restriction Period for a an Equity Share means the
period commencing at the date of allocation of the
Equity Share in accordance with clause 6.5 and ending
on the earliest of:

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

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

(i) a member of the Group; or

(i1) unless the Board otherwise determines,
the employer of the Participating
Employee at the date of allocation of the
Equity Shares; or

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

Right to dividends

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

Bonus Shares

Subject to term 4.2, a Participating Employee is
entitled to any Bonus Shares which accrue to the

" Shares held by the Trustee on behalf of that

4.2

Participating Employee.

The Bonus Shares must be registered in the name of
the Trustee and held in trust by the Trustee on behalf
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5.1

5.2

5.3

54

of the Participating Employee, who will be the

" beneficial owner of the Bonus Shares.

Upon allotment to the Trustee:

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

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

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

Share Rights

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

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

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

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

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

[f the Participating Employee does not give a notice
under term 5.2, the Trustee is entitled to seil the Share
Rights. ‘

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



5.5

5.6

6.1

7.1

7.2

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

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

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

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

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

Other accretions

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

(a) Cash Dividend;

(b) Bonus Shares; or '

{c) Share Rights,

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

Voting right

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

The Trustee and 1AGL, will enable, so far as
practicable, relevant and lawful, the appointment of
the Participating Employee or the Participating
Employee’s nominees (but no more than 2 other

‘persons) as the Trustee’s attorney within the time
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9.1

10.

10.1

11.

12.

121

12.2

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

Right to attend, speak ete

The appointment of a Participating Employee or the
Participating Employee’s nominees as the Trustee’s
attorney as referred to in term 7.2 will, so far as
practicable, relevant and lawful, entitle the
Participating Employee or nominee (as the case may
be) to attend and speak and demand a poll or join in

' demanding a poll at the relevant meeting of members

(or class of members) of IAGL, and to consent to
short notice of such meeting and any resolution to be
considered thereat.

Failure to provide information

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

How Trustee votes

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

No claim

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

Transfer of Equity Shares

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

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

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



12.3 -

124

12.5

12.6

12.7

13.

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

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

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

(bj give the Trustee a notice to transfer the Equity
Shares held on behalf of the Participating
Employee to the Participating Employee.

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

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

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

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

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

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

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

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

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

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

Forfeiture



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

14. Early Release

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



Schedule 4 - NED Shares Terms

1.2

2.1

31

4.1

4.2

4.3

Registration of NED Shares and beneficial interest
in NED Shares

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

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

Interpretation

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

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

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

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

Right to dividends

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

Bonus Shares

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

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

Upon allotment to the Trustee:



4.4

5.1

5.2

5.3

5.4

5.5

(a) Bonus Shares are deemed to be Shares for

the purposes of this deed;

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

The Bonus Shares will for the purpose of determining
the Restriction Period be deemed to be acquired on a

- date determined by the Board.

Share Rights

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

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

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

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

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

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

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

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




5.6

6.1

7.1

7.2

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

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

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

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

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

Other accretions

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

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

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

Voting rights

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

The Trustee and IAGL will enable, so far as
practicable, relevant and lawful, the appointment of
the Participating Director or the Participating
Director’s nominees {(but no more than 2 other
persons) as the Trustee’s attorney within the time
period allowed, and in the manner required, by
IAGL’s constitution in order to exercise the votes
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10.
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11.
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attached to the Shares held by the Trustee on behalf of
the Participating Director.

Right to attend, speak etc

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

- considered thereat.

Failure to provide information

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

How Trustee votes

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

No claim

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

Transfer of NED Shares

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

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

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

(b)  except in the circumstances set out in this term
12.
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12.4

12.5

12.6
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3.1

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

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

~(b) give the Trustee a notice to transfer the NED

Shares held on behalf of the Participating
Director to the Participating Director.

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

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

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

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

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

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

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

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

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

Forfeiture
NED Shares allocated to a Participating Director will

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



13.2

The Board may determine, for the purposes of an offer

of NED Shares, that the NED Shares may be forfeited

in the circumstances determined by the Board and
notified to Participating Directors at the time of the
offer.



Schedule 5 - Performance Award Rights Terms
1 Entitlement

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

$1

No of Performance Award Rights exercised

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

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

2 Conditions for exercise of Performance Award Rights

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

Status of the Participant The Exercise Period for the
' Performance Award Right
ends on
(i)  For a continuing 10 years after the date of the grant
Employee of the Performance Award Right
(i) For a person who is no the day which is 90 days after the
longer an Employee (other later of?
than due to serious
misconduct involving (i) - the end of the Performance
dishonesty): Period; or




Status of the Participant

The Exercise Period for the
Performance Award Right
ends on

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

() Retirement;
(i) redundancy
(ii1) death;

(iv) Total and
Permanent
Disablement; or

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

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

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

(iv). Total and

Permanent
Disablement

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

(i)

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

2.2 A Performance Award Right will lapse depending on
' the status of the Participant (as described in Column |
of the table below) at the time described in Column 2

of the table below.




Status of the Participant

The day on which the
Performance Award Right
lapses

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

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

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

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

(4) Total and Permanent
Disablement;

(5)  with the approval of
the Board; or

(6) serious misconduct
involving
dishonesty.)

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

(i)

in the case of any other
person.

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

if at the end of the Exercise
Performance Award Period for a

.| Vested Right the Right is

unexercised, the end of the
Exercise Period.

2.2A

The Perf‘ormance Period for a Performance Award

Right (which has not lapsed) commences on 3 years

from the date of grant of the Performance Award

Right and depending on the $tatus of the Participant as

described in Column 1 ends on the date described in
“Column 2 of the table set out below.




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

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



2.5

2.6

2.7

2.8

The Hurdle Growth Amount for a Test Day an amount
being the Initial Market Value of a Share on the date
of issue of the Performance Award Right compounded
annually at 10% per annum from the date of grant of
the Performance Award Right to the Test Day.

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

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

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

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

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

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

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

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

- (c) Related Property means property described in

term 2.9.

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

~(b) all Shares which would be acquired by a

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

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

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

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

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

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

(a)  all property (other than a Share or Share Rights
or entitlements in respect of Shares) which
would be acquired by a shareholder if all
rights to acquire the property which would
accrue in respect of the Share or a Related
Share, were exercised by the shareholder; and

(b)  all amounts paid or payable to the shareholder
in respect of the Related Property.



2.10

2.11

2.12

2.13

2.14

2.15

3

The Total Shareholder Return for a Share is reduced
by the aggregate amount which the shareholder would
have been required to pay to exercise rights or
entitlements to acquire a Share or Related Property
which accrues in respect of the Share or a Related
Share but does not include uncalled amounts payable
after the relevant day or amounts which may become

. payable in respect of partly paid Shares after the
~ relevant day.

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

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

[n determining the Total Shareholder Return for a
Share:

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

limitation):

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

(i) any Share or Related Property which

accrues to a shareholder; and

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

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

. interest.

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

Notice to Participant



3.1

4.1

4.2

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

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

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

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

(d}  IAGL passes a resolution for voluntary
winding up; or

(¢)  an order is made for the compulisory winding
up of IAGL,

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

Method of exercise of Performance Award Rights

A Performance Award Right is exercised by the
holder lodging the notice of exercise of Performance
Award Right and application for Shares, together with
the exercise price (if any) and any applicable
reimbursement amount (contemplated under clause
3.7 of the Trust Deed) for each Share to be transferred
on exercise and the relevant Performance Award
Right certificate, with the Company Secretary of
[AGL or such other person as the Board designates.

Performance Award Rights must be exercised in
multiples of 100, unless the Holder exercises all
Performance Award Rights able to be exercised at that
time. The exercise of some Rights only does not
affect the Holder’s right to exercise other Performance
Award Rights at a later time. If the Holder exercises
less than all Performance Award Rights represented
by a certificate then IAGL will cancel the certificate
and issue a new certificate for the balance.




5

No Transfers

Performance Award Rights may not be transferred.

6

Quotation of Performance Award Rights and
Shares

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

Participation in future issues

Participation generally

7.1

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

Bonus issues

7.2

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

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

S=N+(NxR)

where:

N=

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



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

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

Share Rights issues

7.3

Aggregation

74

Reconstruction

7.5

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

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

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

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

“terms for the exercise of Rights will remain

unchanged.

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

(i)  Consolidation; and




(i)  Subdivision:

S=Cx 2,
A

(iii) Reduction of capital by return of share

capital:
S= C;

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

§$=GC;
(v)  Pro rata cancellation of fully paid
ordinary shares (not within (¢) or (d)):
S=Cx —E ;
A .
where:

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

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

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

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

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

8 Lapse

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

9 Liability for tax

9.1 If IAGL, or any company in the Group which is the
employer or former employer of a Participant
(“Employer Company”), is obliged as a result of a
Participant exercising a Performance Award Right to
account to any tax authority for income tax or
employment taxes under any wage withholding or
other arrangements or for any other tax, levy or charge
of a similar nature (“Tax”), then the Employer



‘Company is entitled to be reimbursed by the
Participant for the amounts paid to the tax authority.

G2 Where term 9.1 applies, the Trustee is not obliged to
transfer Shares to the Participant on exercise of their
Performance Award Right unless TAGL is satisfied
that arrangements have been made for reimbursement.
The arrangements that IAGL may make include,
without limitation, the sale of Shares acquired on -
exercise of the Participant’s Performance Award

" Right.

10 Advice

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

11 Notices

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

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

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

Holder means the holder of a Performance Award Right.

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

Initial Market Value of a Share on a day means the weighted
average of the prices at which Shares in that class were traded
on the stock market of ASX during the one month period up to
and including that day.

Listing Rules means the Listing Rules of ASX.

Market Value means, for a company (including IAGL) for a
day, the average market value of a share in the company during




the one month period up to and including the day based on the
daily closing price of the shares.

Participant means a Holder who is an Executive.

Performance Hurdle means the performance hurdle described
in term 2.4 : '

Performance Period means the period described in term 2.2A.

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

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

12.2 In these terms unless the contrary intention appears:
(a)  the singular includes the plural and vice versa;

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

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

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



Schedule 6 - Deferred Share Terms

1.

1.1

1.2

2.1

Registration of and beneficial interest in Deferred
Shares '

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

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

Interpretation

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

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

(b)  the last day of the Restriction Period.

) Restriction Peried for a Deferred Share means the

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

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

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

(i) by a member of the Group; or

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

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

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




3.

3.1

4.1

4.2

4.3

4.4

5.1
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(a) transfer to, or on behalf of, the Participating
Employee some or all of the Participating
Employee’s Shares; or

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

Right to dividends

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

Bonus Shares

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

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

Upon allotment to the Trustee:

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

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

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

Share Rights

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

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

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

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



5.3

5.4

5.5

5.6

6.
6.1

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

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

. If the Participating Employee does not give a notice

under term 5.2, the Trustee is entitled to sell the
Rights.

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

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

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

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

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

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

1

Other accretions

If an Accretion arises in respect of a Share other than

by way of:
(a) Cash Dividend;

(b) Bonus Shares; or
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. 7.

7.1
7.2

|
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} 8.1

|

9.1

10.

10.1

(c) Share Rights,

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

Voting right

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

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

Right to attend, speak etc

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

Failure to provide information

IAGL and the Trustee will not be liable for the
accidental omission to give notice of any meeting or
confirmation or the non-receipt of that notice and
confirmation by any Participating Employee nor will
that invalidate or breach the provisions of term 7.1,
7.2 0r 8.

How Trustee votes

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



11.

11.1

12.

12.1

12.2

12.3

12.4

12.5

12.7

No claim

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

Transfer of Deferred Shares

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

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

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

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

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

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

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

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

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

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

(a) bankrupt;




12.8

12.9

12.10

12.11

12.12

(b)  has committed an act of bankruptcy; or

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

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

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

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

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

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

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

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

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

Where the Trustee sells the Deferred Shares under this
_term 12, the Trustee:

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

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

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



12.13

12.14

12.15

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

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

If the Trustee does not receive a Withdrawal Request
for Shares in accordance with term 12.11, then the
Trustee may transfer the Deferred Shares held on
behalf of the Participating Employee to the
Participating Employee at any time following the end
of the notice period referred to in term 12,11,

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

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

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




Schedule 7 - Benefit Share Terms

1.

i.]

2.

Registration of and beneficial interest in Benefit
Shares

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

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

_ the constitution of IAGL.

Interpretation

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

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

(b) the last day of the Restriction Period.

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

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

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

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

(i) by a member of the Group; or

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



3.1

4.1

.42

4.3

4.4

5.1

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

Withdrawal Request
for Shares means a request by a Participating

Employee to the Trustee (in a form approved by the
Board) to:

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

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

Right to dividends

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

Bonus Shares

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

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

Upon allotment to the Trustee:

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

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

purposes of the Trust Deed.

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

Share Rights

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



5.2
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5.5

5.6

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

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

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

(ii) payment of an amount equal to the cost of
accepting the Share Rights entitlement
"plus, if the Trustee so requires, such
additional amount as the Trustee
estimates (and notifies to the Participating
Employee) to be the cost of transferring
the shares or securities to the Participating
Employee.
If the Participating Employee does not give a notice *
under term 5.2, the Trustee is entitled to sell the
Rights.

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

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

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

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

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

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



6.

6.1

7.1

72

8.1

9.1

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

Other accretions

If an Accretion arises in respect of a Share oth;:r than
by way of:

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

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

Voting rights

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

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

Right to attend, speak etc

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

Failure to provide information

IAGL and the Trustee will not be liable for the
accidental omission to give notice of any meeting or




10.

10.1

11,

11.1

12.

12.1

12.2

12.3

12.4

12.5

12.6

confirmation or the non-receipt of that notice and
confirmation by any Participating Employee nor will
that invalidate or breach the provisions of term 7.1,
720r8.

How Trustee votes

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

No claim

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

Transfer of Benefit Shares

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

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

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

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

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

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

" the Restriction Period.

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

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



12.6A

12.7

12.8

12.9

12.10

12.11

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

A
B

where:

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

B isthe number of days in the Minimum Service

Period for the Benefit Shares.

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

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

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

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

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

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

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

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

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




the Restriction Period to give the Trustee a Withdrawal
Request for Shares to either:

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

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

12.12  Where the 'Trusteé sells the Benefit Shares under this

12.13

12.14

term 12, the Trustee:

(a) . has.no obligation to maximise the sale price of

the Benefit Shares;

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

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

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

(i1) attribute a sale price to each Benefit
Share as the Trustee considers
appropriate.

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

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

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



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




Schedule 8 — Deferred Award Right Terms

1

1.1

1.3

1.4

2.1

Entitlement

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

$1

No. of Deferred Award Rights exercised on any
particular day

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

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

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

Conditions under which Deferred Award Rights
become exercisable

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

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

Conditions for Fxercise Commencement

of Exercise
Period

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

Commencement
Date




Conditions for Exercise Commencement

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

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

(iv) Total and Permanent
Disablement; or

(v)  with the approval of the
Board.




Conditions for Exercise

Commencement
of Exercise
Period

(©)

‘Both of the following conditions
are satisfied:

(@)

any of the following occur

after the Board invites

Executives, under clause
8A of the Trust Deed, to

make an offer to the
Trustee for Deferred

Award Rights, and before

the Deferred Award
Rights lapse:

(A) a Takeover Bid is

(B)

made to the holders
of Shares (other
than as a result of an

allotment or transfer

approved by the
Board);

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

IAG (other thanasa |

result of an
allotment or transfer
approved by the
Board);

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




Conditions for Exercise

Commencement
of Exercise
Period

(C) pursuant to an

application made to
. the Court, the Court

orders a meeting to
be held in relation
to a proposed
compromise or
arrangement for the
purpose of or in
connection with a
scheme for the
‘reconstruction of
IAG or its
amalgamation with
any other
companies;

(D) IAG passes a
resolution for
voluntary winding
up; or

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

and

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




2.2

31

3.2

3.3.

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

Exercise Period and lapse of Deferred Award
Rights

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

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

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

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

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

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



Circumstances Date of lapse

(a)

The Holder ceases to be an The date the

Employee: Holder ceases to

be an Employee

(i) other thanin a
circumstance described in
term 2.1(b) and the
Deferred Award Right is
not an Exercisable Right
at cessation; or

(i) due to serious misconduct
regardless of whether the
Deferred Award Right is
an Exercisable Right at
cessation.

(b)

The Holder requests by notice to | The date the
the Trustee under term 8 that the | Trustee receives
Deferred Award Right lapses, the notice

4 Method of exercise of Deferred Award Rights

4.1 A Deferred Award Right is exercised by the Holder
lodging a notice of exercise of Deferred Award Right,
together with the exercise price (if any) and any
applicable reimbursement amount (contemplated
under clause 3.7 of the Trust Deed) for each Share to
be transferred on exercise, with the Trustee or such
other person as the Board designates.

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

5 No Transfers

Deferred Award Rights may not be transferred.

6 Quotation of Deferred Award Rights and Shares

Deferred Award Rights will not be quoted on ASX. If
the Shares to be transferred on exercise of Deferred
Award Rights are not already listed for official
quotation and Shares of 1AG are listed at that time,
IAG will make application to ASX for official
quotation of Shares transferred on the exercise of
Deferred Award Rights as soon as practicable after the
Shares are transferred.




-

Participation in future issues

Participation generally

7.1

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

Bonus issues

7.2 If IAG makes a bonus issue of shares or other
securities pro rata to holders of Shares (other than an
issue in lieu of or in satisfaction of dividends or by

. way of dividend reinvestment) and no Shares have
been transferred in respect of a Deferred Award Right
before the record date for determining entitlements to
the bonus issue then the rights attaching to that
Deferred Award Right will be altered as follows:

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

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



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

Aggregation

7.4

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

Reconstruction

1.5

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

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

(a) Consolidatton; and
(b) Subdivision:

S=Cx£;
A

{(c) Reduction of capital by return of share capital:
S=C;

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

§=C;




(e) Pro rata canceilation of fully paid ordinary
shares (not within (¢) or (d)):
S=Cx B . where:
A
A= The total number of Shares on issue before the capital
reconstruction; -

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

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

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

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

8 Lapse

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

9 Liability for tax

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

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

10 Advice

IAG must give notice to each Holder of any
adjustment to the number of Shares which the Holder
is entitled to have transferred on exercise of a Deferred
Award Right or the exercise price per share in



accordance with the requirements, if any, of the Listing -
Rules.

11 Notices

Notices may be given by IAG to the Holder in the
manner prescribed by the constitution of 1AG for the
giving of notices to members of IAG and the relevant
provisions of the constitution apply with all necessary
modification to notices to Holders. In addition, where
the Board considers it appropriate, electronic notices
may be given by IAG to a Holder.

12 Interpretation

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

ASX means Australian Securities Exchange Limited.

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

Board means the board of directors of IAG.

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

Corporations Act means the Corporations Act 2001 (Cth).

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

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

Exercise Period for a Deferred Award Right is the period
commencing on the date determined in accordance with term
2.1 and ending on the date determined in accordance with term
3.2.

Group means IAG and each body corporate that is, from time
to time, a subsidiary of IAG under Division 6 of Part 1.2 of the
Corporations Act 2001 (Cth).

Holder means the holder of a Deferred Award Right.

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

Listing Rules means the Listing Rules of ASX.



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

Share means a fully paid ordinary share in IAG.

Takeover Bid has the meaning given in section 9 of the
Corporations Act 2001 (Cth) and, for the purposes of these
terms, is deemed to be made when a takeover bid is publicly
proposed for the purposes of section 631 of the Corporations
Act..

Total and Permanent Disablement means that the Holder has,
in the opinion of the Board, after considering such medical and
other evidence as it sees fit, become incapacitated to such an
extent as to render the Holder unlikely ever to engage in any
occupation for which he or she is reasonably qualified by
education, training or experience.

Trust Deed means the trust deed dated 12 February 2001
between Insurance Australia Group Limited ABN 60 090 739
923 and IAG Share Plan Nominee Pty Limited ABN 52 095
125 152, as may be amended from time to time.

Trustee means the trustee of the trust established by the Trust
Deed, currently 1AG Share Plan Nominee Pty Limited.

122 In these terms unless the contrary intention appears:
(a) the singular includes the plural and vice versa;

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

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

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

12.4 If operation of these terms or any interpretative
provision causes a resuit that the Board determines is
anomalous or inappropriate in the context of the
purpose of the grant of the Deferred Award nghts the
Board has power to alier the operation or
interpretation so as to remedy that result. The Board
may do so in respect of certain Deferred Award Rights
or Deferred Award Rights generally.



Schedule 9 — Executive Performance Right Terms

1.1

1.2

1.3

1.4

2.1

2.2

3.1

Entitlement

Each Executive Performance Right is a right of a
Holder, subject to these terms, to be allocated one
Executive Performance Share by the Trustee which will
be held by the Trustee for the benefit of the Holder on
the terms of this deed until transferred to the Holder or
sold by the Trustee pursuant to term 6.

When the Executive Performance Rights held by a
Holder become Exercisable Rights, the Holder may
exercise the Excrcisable Rights subject to these terms.

Executive Performance Shares allocated to the Holder
by the Trustee on the exercise of Exercisable Rights and
subsequently transferred to the Holder or sold by the
Trustee pursuant to term 6 will rank pari passu with all
existing Shares from the date of allocation and will be
entitled in full to those dividends which have a record
date for determining entitlements after the date of
allocation of the Executive Performance Shares to the
Holder.

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

Lapse of Executive Performance Rights
Any Executive Performance Right that is:

(a) not exercised within the applicable Exercise
Period; or

(b}  transferred or purported to have been transferred
without the Board’s prior written consent,

~will automatically lapse at the end of the relevant

Exercise Period, or at the time of transfer or purported
transfer (as applicable).

Upon the lapse of an Executive Performance Right
under these terms, the Holder will have no further rights
or entitlements in relation to that Executive Performance
Right.

No transfers

Executive Performance Rights may not be transferred
without the Board’s prior written consent.




4

4.1

Conditions for exercise of Executive Performance

Rights

An Executive Performance Right which is an
Exercisable Right (which has not lapsed) may be
exercised by a Holder at any time before the end of the
Exercise Period for the Executive Performance Right.
Subject to the Board determining otherwise in reiation
to a particular grant of Executive Performance Rights,
the date the Exercise Period will end is described in
Column 2 of the table set out below and depends on the
status of the Holder at the relevant time as described in
Column 1 of the table.

“Status of the Holder

The Exercise Period for
the Executive
Performance Right ends
on

(i} For a continuing
Employee

10 years after the
Commencement Date

(ii) For a person who
ceases to be an -
Employee in any of the

following

circumstances:

(a)  Retirement;

(b) redundancy;

{c) death;

(d) Total and
Permanent
Disablement;
or

(e)  withthe

approval of the
Board

the day which is 90 days
after the later of:

(i)  the end of the
Performance
Period; or

(i)  the date on which
the person ceases
to be an Employee,
(but not later than
10 years after the
Commencement
Date).




4.2

Status of the Holder

The Exercise Period for
the Executive
Performance Right ends
on

(iii) For a person who
ceases to be an
Employee (other than
due to serious
misconduct involving
dishonesty) in
circumstances other
than:-

(a) Retirement;
(b) redundancy;
(c) death;

(d) Total and
Permanent
Disablement;

(e) with the approval
of the Board.

the day which is 90 days
after the date on which
the person ceases to be an
Empioyee, (but not later
than 10 years after the
Commencement Date).

An Executive Performance Right will lapse depending
on the status of the Holder as described in Column | of
the table below, at the time described in Column 2 of the

table below.

Status of the Holder

The day on which the
Executive
Performance Right
lapses

serious misconduct
involving dishonesty.

(i) For a person who ceases
to be an Employee due to

the date of ceasing to
be an Employee
(irrespective of
whether it is an
Exercisable Right).




Status of the Holder

The day on which the
Executive '
Performance Right
lapses

(ii) For a person who ceases

to be an Employee (in
circumstances other
than:

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

(4) Total and
Permanent
Disablement;

(5) with the approval of

the Board; or

(6) serious misconduct
involving
dishonesty.)

- if the Executive
Performance Right is
not an Exercisable
Right on the day the
person is no longer an
Employee, the date of
ceasing to be an
Employee.

- if the Executive
Performance Right is
an Exercisable Right
on the day the person
ceases to be an

‘Employee, the end of

the Exercise Period.

(iii) In the case of a person

who is a continuing
Employee.

- if within 60 days after
the end of the
Performance Period for
the Executive
Performance Right the
Executive Performance
Right is not an
Exercisable Right, the
Executive Performance
Right is deemed to
have lapsed at the end
of the Performance
Period.

- if at the end of the
Exercise Period for an
Exercisable Right the
Executive Performance
Right is unexercised,
the end of the Exercise
Period.




Status of the Holder The day on which the

Executive
Performance Right
lapses
(iv) In the case of any other | - if the person requests
person not covered in (i) | that the Executive
(i1) or (iii) Performance Right

lapses, the date the
request is received by
Trustee.

- if within 60 days after
the end of the
Performance Period for
the Executive
Performance Right the
Executive Performance
Right is not an
Exercisable Right, the
Executive Performance
Right is deemed to
have lapsed at the end
of the Performance
Period.

- if at the end of the
Exercise Period for an
Exercisable Right the
Executive Performance
Right is unexercised,
the end of the Exercise-
Period.

" 4.2A The Performance Peried for an Executive Performance

Right (which has not Japsed) commences on the Base
Date and depending on the status of the Holder as
described in Column 1 ends on the date described in
Column 2 of the table set out below.

Status of Holder Date bn which the
Performance Period
Ends
(i) Fora continuing 5 years from the Base
"~ Employee. Date.




Status of Holder Date on which the
- Performance Period
Ends

(i1} For a person who ceases | the later of:
to be an Employee (other
than due to serious (i) 4 years from the
misconduct involving Base Date; or
dishonesty) in any of the

following circumstances: | (i) 12 months from
ceasing to be an

(a) Retirement; Employee (but
not later than
(b) redundancy; Syears from the
Base Date).
(¢) death;
(d) Total and
Permanent
Disablement;
or

(e) withthe
approval of the
Board.

4.3  An Executive Performance Right (which has not lapsed)
will become an Exercisable Right if either:

(a) Both of the following conditions are satisfied:

(i) the Performance Hurdles (if any) are satisfied,
and

(ii)the Trustee gives notice to the Holder that the
Executive Performance Right has become
exercisable in accordance with these terms;
or

(b) the Board gives a notice under term 8 to the
Holder.

4.4  The Performance Hurdles (if any) will be as determined
by the Board. If the Board determines that Performance
Hurdles will apply to a grant of Executive Performance
Rights, the Performance Hurdles will be set out in
writing and communicated to the Holder when the
Executive Performance Rights are granted to the Holder.

4.5  The Board has absolute discretion to determine the
nature of the Performance Hurdles (if any), which shall
apply to a grant of Executive Performance Rights. The



(a)

5.1

5.2

5.3

6.1

6.2

6.3

Performance Hurdles may be based on:
relative total shareholder return of IAGL;

(b) return on equity, measured against IAGL’s
weighted average cost of capital; or

{c) any other criteria chosen by the Board and
- notified to the Holder upon a grant of
Executive Performance Rights.

Exercise of Exercisable Rights

An Executive Performance Right is exercised by the
holder lodging a notice of exercise of Executive
Performance Right, together with the Exercise Price (if
any) and any applicable reimbursement amount
(contemplated under clause 3.7 of the Trust Deed) for
each Executive Performance Share to be allocated on
exercise, with the Trustee or such other person as the
Board designates.

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

Subject to the Corporations Act and the Listing Rules,
on the exercise of Exercisable Rights in accordance with
these terms the Trustee must hoid the Executive
Performance Shares allocated to the Holder upon
exercise of the Exercisable Rights for the benefit of the
Holder under the terms of this deed.

Transfer of Executive Performance Shares

The Trustee must not assign, transfer, sell, encumber or
otherwise deal with an Executive Performance Share
held pursuant to term 5.3 except in the circumstances set
out in this term 6 or unless compelled by law.

The Holder must not assign, transfer, seil, encumber or
otherwise deal with an Executive Performance Share or
any legal or beneficial interest in an Executive
Performance Share:

(a) unless and until the Executive Performance Share
has been transferred to the Holder in accordance
with this term 6; or

{b) except in the circumstances set out in this term 6.

A Holder may submit a Withdrawal Request to the
Trustee at any time after it has exercised Exercisable




6.4

6.5

6.6

6.7

6.8

6.9

Rights under term 5.2 and been allocated Executive
Performance Shares to either:

(a) arrange, through the Trustee, the sale of all
Executive Performance Shares held by the Trustee
on behalf of the Holder; or ‘

(b) transfer the Executive Performance Shares held on
behalf of the Holder to the Holder.

A Holder may not submit a Withdrawal Request in
relation to an Executive Performance Share under these
terms if the Executive Performance Share has been
forfetted.

If, in the opinion of the Board, a Holder has committed
{or it is evident the Holder intends to commit), any act
{whether by omission or commission) which amounts or

- would amount to serious misconduct involving

dishonesty the Board may determine that any or all of
the Holder's Executive Performance Shares are
forfeited. :

A Holder may not submit a Withdrawal Request if the
Holder is: '

- (a) bankrupt;

(b) has committed an act of bankruptcy; or

(¢} ifthe Holder is deceased, the Holder's estate is
bankrupt.

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

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

If the Trustee does not receive a Withdrawal Request in
accordance with term 6.2 during the Term, then the
Trustee may transfer the Executive Performance Shares
held on behalf of the Holder to the Holder at the end of
the Term.

The Holder irrevocably directs the Trustee to sell,
following the end of the Term, such number of
Executive Performance Shares held by the Trustee on
behalf of the Holder as is necessary to satisfy any costs
associated with the transfer of Executive Performance
Shares made or to be made in accordance with term 6.



6.10

6.11

6.12

7.1

8.1

9.1

Where the Trustee sells Executive Performance Shares
under this term 6, the Trustee:

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

(b) may sell the Executive Performance Shares with
other Shares (whether or not held for a particular
Holder); and

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

(i) deduct any costs of the sale or costs of the
. transfer of any Executive Performance
Shares made or to be made to the Holder
before making a payment to the Holder;
and

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

A Holder will not have any claim against the Trustee or
IAGL as a result of the exercise by the Trustee of a
power, discretion or determination under this term 6.

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

Restrictions and forfeited conditions on Shares

Executive Performance Shares allocated to Holders on
exercise of an Exercisable Right will be forfeited if the
employment of the Holder is terminated for serious
misconduct involving dishonesty.

Notice to Holder

If before the end of the Performance Period for an
Executive Performance Right:

(a) an Event occurs; and
(b) the Board gives a notice under this term 8.

the Executive Performance Right will become an
Exercisable Right.

Discretion in Board in certain circumstances

If an Event occurs, the Board has sole and absolute
discretion in determining how the Executive
Performance Rights may be dealt with, including but
not limited to the following ways: -




(a)

(b)

(c)

(d)

determining that Executive Performance Rights
become Exercisable Rights by giving a notice to
Holders under term 8, which may specify a time
period within which those Exercisable Rights may
be exercised;

arranging for any new parent company of IAGL
(or new parent of a former subsidiary of IAGL)
(together, a “Substituted Company”) to assume
the obligations of IAGL under the Plan, to be
bound by the terms of the Plan and any
determination made by the Board prior to the date
of such assumption, and to issue to the Holder

‘shares in the Substituted Company on exercise of

the Executive Performance Right or alternatively
rights to acquire shares in the Substituted
Company;

conducting a buy-back of the Executive
Performance Rights on terms to be set by the
Board; or

allowing a Holder affected by the Event to
transfer their Executive Performance Rights.

9.2  For the purposes of term 9.1(b):

(a)

(b)

where shares in a Substituted Company are to be
issued on exercise of Executive Performance
Rights following an Event occurring the Board
will arrange for the Exercise Price of the
Executive Performance Rights to be suitably
adjusted prior to exercise and/or an appropriate
number of Shares in the Substituted Company to
be transferred and issued on exercise of the
Executive Performance Rights, to reflect
differences at that time in the fair values of the
Shares in [AGL and Substituted Company, any
foreign exchange effects and the capital structures
of IAGL and Substituted Corporation; and

where executive performance rights in another
corporation are to be substituted for Executive
Performance Rights following an Event occurring
the Board will arrange for the number and terms
of executive performance rights substituted, the
exercise price of those executive performance
rights and the number of shares in the other
corporation into which the new executive
performance rights are exercisable to as nearly as
possible ensure the financial position of the
Holder whose Executive Performance Rights are
substituted remains the same as if they were able
to exercise the substituted executive performance
rights at the date of substitution. ‘



9.3

(a)

(b)

10

11

11.2

The Board may provide notice to a Holder that some or
all of the Executive Performance Rights have become
Exercisable Rights, and impose conditions on exercise
of those Exercisable Rights, if:

a subsidiary which employs a Holder is sold by the
Group to a third party; or

there is any reorganisation of the Group which resuits in
a Holder ceasing to be an employee of a member
of the Group.

Quotation of Executive Performance Rights and
Executive Performance Shares

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

Participation generally

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

Bonus issues

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

(a) the number of Executive Performance Shares
which the Holder is entitled to have allocated on
exercise of the Executive Performance Right(s) is
determined by the formula:

S=N+(NxR)

where:




11.3

11.4

11.5

N = The number of Executive Performance
Shares per Executive Performance Right
which the Holder is entitled to have
allocated on the record date to determine
entitlements to the bonus issue.

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

(b) the Exercise Price of an Executive Performance
Right will not be changed.

Share Rights issues

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

The number of Executive Performance Shares which the
Holder is entitled to have allocated on exercise of the
Executive Performance Right will not change.

Aggregation

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

Reconstruction

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

(i)
(if)

(iii)

(iv)

(vi)

Consolidation; and
Subdivision:

S=Cx£;
A

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

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

S=C;

Pro rata cancellation of fully paid ordinary shares
(not within (iii} or (iv)):

S=Cx£ ;
A

where:

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

"B = The total number of Shares in issue after the

capital reconstruction;

C = The number of Executive Performance
Shares which the Holder is entitled to have
allocated on exercise of an Executive
Performance Right before the
reconstruction;

S = The number of Executive Performance
Shares which the Holder is entitled to have
allocated on exercise of an Executive
Performance Right after the reconstruction.

The Exercise Price of an Executive Performance
Right will not be changed.

Lapse

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




13

13.1

13.2

14

15

16
16.1

17.

17.1

17.2

Liability for tax

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

Where term 13.1 applies, the Trustee is not obliged to
allocate Executive Performance Shares to the Holder on
exercise of their Executive Performance Right unless
IAGL is satisfied that arrangements have been made for
reimbursement. The arrangements that [AGL may make
include, without limitation, the sale of Executive
Performance Shares allocated on exercise of the
Holder’s Executive Performance Rights.

Advice

IAGL must give notice to each Holder of any
adjustment to the number of shares which the Holder is
entitled to have allocated on exercise of an Executive
Performance Right or the exercise price per share in
accordance with the requirements, if any, of the Listing
Rules.

Notices

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

Right to dividends !

Subject to the terms of the deed, a Holder is entitled to
receive all Cash Dividends paid on their Executive
Performance Shares., '

Bonus Shares

Subject to term 17.2, a Holder is entitled to any Bonus
Shares which accrue to the Executive Performance
Shares held by the Trustee on behalf of that Holder.

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



17.3

18.

18.1

18.2

18.3

18.4

18.5

Bonus Shares, until transferred or sold pursuant to
~term 6.

Upon allotment to the Trustee:

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

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

Share Rights

The Trustee will send a notice to a Holder of any Share
Rights which accrue to Executive Performance Shares
held by the Trustee on behalf of that Holder.

Within 7 days of receiving the notice referred to in
term 18.1, the Holder may provide the Trustee with
either:

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

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

~ (1) payment of an amount equal to the cost of
accepting the Share Rights entitlement
plus, if the Trustee so requires, such
additional amount as the Trustee
estimates (and notifies to the Holder) to
be the cost of transferring the shares or
securities to the Holder.

If the Holder does not give a notice under term 18.2,
the Trustee is entitled to sell the Rights.

Subject to term 18.5, if the Trustee sells the Share
Rights in accordance with term 18.2 or term 18.3, the
Trustee must distribute the proceeds of the sale (after
deduction of the costs of sale incurred by the Trustee)
to the Holder.

If the Trustee acquires, on behalf of the Holder, a

specified number of shares or securities pursuant to
the Share Rights in accordance with term 18.2(b), the
Trustee will transfer those shares or securities to the
Holder. The Trustee may make it a condition of
transfer that the Holder pay the cost of transfer




(including stamp duty).

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

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

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

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

19. Other accretions

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

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

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

20. Voting right

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

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

21 Right to attend, speak etc

21.1  The appointment of a Holder or the Holder’s nominees
as the Trustee’s attorney as referred to in term 20.2
will, so far as practicable, relevant and lawful, entitle
the Holder or nominee (as the case may be) to attend



22,

22.1

23.

23.1

24,

24.1

25

25.1

and speak and demand a poll or join in demanding a
poll at the relevant meeting of members (or class of
members) of IAGL, and to consent to short notice of
such meeting and any resolution to be considered
thereat. '

Failure to provide information

IAGL and the Trustee will not be liable for the
accidental omission to give notice of any meeting or
confirmation or the non-receipt of that notice and
confirmation by any Holder nor will that invalidate or
breach the provisions of term 20.1 or 20.2.

How Trustee votes

The Trustee will only cast a vote on any resolution in
respect of Executive Performance Shares through its
attorneys (or their nominees) appointed pursuant to
term 20.2.

No claim

A Holder will not have any claim against the Trustee
or IAGL as a result of the exercise by the Trustee or
IAGL of a power, discretion or determination under
terms 20 to 23.

Interpretation

In this Schedule words and expressions which have a
particular meaning under this deed have the same
meaning and, in particular:

Base Date means the date determined by the Board set
out in writing and communicated to the Holder when the
Executive Performance Rights are granted to the Holder.

Commencement Date means the date on which
Executive Performance Rights are granted to a Holder in
accordance with clause 8B.6 of the Trust Deed.

Exercise Period is the period determined in accordance
with term 4.1.

Exercise Price means nil unless some other exercise
price is specified by the Board in accordance with this
deed. -

Exercisable Right means an Executive Performance
Right that has become an Exercisable Right in
accordance with term 4.3. ‘

Holder means an Executive who is a holder of an
Executive Performance Right.



25.2

25.3

Performance Hurdles means the performance hurdles
determined by the Board pursuant to term 4.4 and
notified to the Holder.

Performance Period means the period described in
term 4.2A. '

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

Term in respect of a grant of Executive Performance
Rights, means the period of 10 years commencing on
the Commencement Date.

Total and Permanent Disablement means that the
Holder has, in the opinion of the Board, after
considering such medical and other evidence as it sees
fit, become incapacitated to such an extent as to render
the Holder unlikely ever to engage in any occupation for
which he or she is reasonably qualified by education,
training or experience.

Withdrawal Request means a request by a Holder to
the Trustee (in a form approved by the Board), including
payment of any applicable reimbursement amount
(contemplated under clause 3.7 of the Trust Deed) in
relation to the withdrawal of the Executive Performance
Shares, to:

(a) transfer to, or on behalf of, the Holder some or
all of the Holder’s Executive Performance
Shares; or

(b) sell, on behalf of the Holder, some or all of the
Holder’s Executive Performance Shares.

In these terms unless the contrary intention appears:
(a)  the singular includes the plural and vice versa;

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

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

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

"~ As you will be aware, your appointment letter and Company policy allow all non-executive
directors of IAG to receive between 20% and 90% of their fixed annual fees in the form of fully

paid ordinary shares in IAG under the Plan (NED Shares).

An invitation will be made to you in respect of your base annual fees (that is, your annual base
fees for your services as a non-executive director at the time of this Invitation, not including any

committee fees) for the period from 1 December to 30 November (Period).

If you do not accept the invitation in accordance with the Offer Form you will not receive an
equivalent ‘cash value amount in respect of the base component (20%) of your annual base fees

that are required (o be taken in the form of NED Shares.

This explanatory booklet contains summary information on your invitation to make an offer to

apply for NED Shares in accordance with the Plan (Invitation).

Further details can be found in the Trust Deed relating to the Plan. The NED Shares Terms and .
Trust Deed which govern the Plan, can be obtained by contacting Alex Christie, Deputy Head of
Group HR on + 61 2 9292 9545 or email alex.christie@iag.com.au.

If there is any inconsistency between the terms of the Plan (as contained in the NED Shares
Terms and the Trust Deed) and this explanatory booklet or any other document relating to NED

Shares, then the terms of the Plan prevail to the extent of any inconsistency.
Need financial advice?

If you have any queries about the financial implications concerning participation in the Plan, you

are strongly encouraged to consult a financial adviser before participating.

2 How the Plan works

The Plan uses a trust structure. Under the terms of the Plan, the Trustee allocates to an account in
your name, the number of shares determined pursuant to your entitlement, on a date determined
by the Trustee in its discretion. The Trustee holds these NED Shares for you during the
Restriction Period (see section 2.3 below). During this time your ability to deal with the NED

Shares (and thereby access funds in relation to the NED Shares}) is restricted. However, you will
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receive all the benefits of dividends and other rights attaching to those NED Shares. At the end of
the Restriction Period, the NED Shares held by the Trustee for you will, depending on your

instructions, will be either transferred to you or sold on your behalf.

2.1 Share price fluctuation

Neither IAG nor the Trustee guarantees in any way the performance of the NED Shares.

2.2 How is my entitlement determined?

You are entitled to an annual base fee each year in respect of your services as a non-executive
director. Your fees will be provided partly in cash and partly in NED Shares, and it is Company
policy that at least 20% of your annual base fee is provided in the form of NED Shares. The
proportion of your annual base fees for the Period that are to be provided to you in the form of

NED Shares is determined by the Company, having regard to the preference you have expressed.

To acquire the NED Shares, you must complete the Offer Form. The number of NED Shares you

will be allocated will be determined for the Period in accordance with the following formula:

Where:

A = the number of the NED Shares you will be allocated

B = a dollar value equal to the percentage of your annual base fee for the period |
December to 30 November (or other period as notified if you commence in the Plan
part way through the period from 1 December to 30 November).

C = the volume weighted average price of IAG shares on the Australian Stock Exchange in
the one week period ending on the day before the allocation date of your NED Shares

2.3  The Restriction Period

NED Shares allocated to you are held by the Trustee on your behalf during the Restriction Period.
The Restriction Period begins on the date the NED Shares are allocated to you and ends on the

date which is the earliér of:

. a fixed number of years determined by the Trustee at the time of the allocation of the
NED Shares by the Trustee to an account on your behalf. This period is specified in the

Offer Form and will not be a period of less than 12 months and will not be more than 10
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years. In determining the length of this period, the Trustee may take into account any

preference expressed by you,

. you ceasing to hold office as a director of, or to be employed by, IAG or any member of

the IAG Group; and

the Trustee determining that an “Event” has happened as defined in the Trust Deed

relating to the Plan (see section 2.4 below).

At the end of the Restriction Period, the NED Shares held by the Trustee for you will, depending

on your instructions, be either transferred to you or sold on your behalf. You may be required to

bare any costs associated with the transfer. - With the exception of the power of the Trustee to

determine that an Event has happened, neither the Trustee nor the Board of IAG has any

discretion to release the NED Shares before the end of the Restriction Period mentioned above.

2.4

What is an “Event”

An “Event” occurs when:

2.5

(2)

a takeover bid is made to the holders of issued ordinary fully paid shares in IAG (other

* than as a result of an allotment or transfer approved by the Board);

a statement is lodged with the Australtan Stock Exchange to the effect that a person has
become entitled to not less than 15% of all the votes attaching to voting shares in IAG

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

pursuant to an application made to a court, the court orders a -meeting to be held in
relation to a proposed compromise or arrangement for the purpose of or in connection
with a scheme for the reconstruction of IAG or its amalgamation with any other

companies;
1AG passes a resolution for voluntary winding up; or

an order is made for the compulsory winding up of IAG.

What Happens if You Cease to be a Director?

During the Period
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If you cease to be a director of IAG before the end of the Period', your NED Shares will be
forfeited on a pro rata basis. You will forfeit that proportion of the number of NED Shares
allocated to you that equals that proportion of the Period in respect of which you ceased to be a

director. The number of NED Shares you forfeit will be determined on a pro rata daily basis.

(b) During the Restriction Period

Unless your NED Shares are forfeited', if you cease to be a director during the Restriction Period,
the NED Shares will, in accordance with your instructions, be either transferred to you or sold on

your behalf,

! If you cease to be a director at any time for serious misconduct involving dishonesty you will forfeit ali your
NED Shares.
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3 Definitions

base annual fees means the annual base fees for services as a non-executive director at
the time of this Invitation, not including committee fees.

Board means the board of directors of [AG.

IAG means Insurance Australia Group Limited {ABN 60 090 739 923).
Period means the period from 1 December to 30 November.

Plan means the IAG Non-Executive Share Plan as contained in the NED

Shares Terms and the Trust Deed.
Restriction Period means the period so described in section 2.3.

NED Share means a fully paid ordinary share in the capital of IAG which ranks
equally with and has the same rights as other fully paid ordinary shares
in the capital of 1AG which are quoted on the Australian Stock
Exchange Limited and which is allocated under Clause 7 of the Trust
Deed, for the Period. ‘

Trust means the trust established by the Trust Deed.
Trust Deed means the IAG Share and Rights Plans Trust, Trust Deed.
Trustee means IAG Share Plan Nominee Pty Ltd (ACN 095 125 152).
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INSURANCE AUSTRALIA GROUP LIMITED (ABN 60 090 739 923)
NON-EXECUTIVE DIRECTORS’ SHARE PLAN
PREFERENCE / OFFER FORM

To: IAG Share Plan Nominee Pty Ltd (ABN 52 095 125 152), Trustee of the IAG NED Share
Plan (Plan) and Insurance Australia Group Limited (IAG)

PERSONAL DETAILS
Name:
(Title) (First name) {Other name/initial) {Surmame)
Address:
Telephone No:
DIVIDEND INSTRUCTIONS

O Same as currently registered [0 Change to the following:

Name of account:

{Must be same as registered holder)

BSB:

Account No:

Type of Account:

Name of Institution:

Branch:

STANDING PREFERENCE

| understand that the following preferences in relation to the NED Plan do not bind IAG.

Percentage of base Director’s
fee under NED Plan:

(Minimum of 20% and maximum of 80%}

Restriction Period ({in full
years):

{Maximum of 10 years)

SIGNATURE
| nominate the standing preference and make the standing offer in accordance with the
terms set out overleaf.

Signature:  .................. TN TP ORUPTO Date: .oooveiri e

General NED Offer Form




STANDING OFFER

This offer to the Trustee is a standing offer in relation to all invitations made by IAG under the
NED Plan and constitutes an Acceptance Form under the Trust Deed. This document ceases
to have effect when | cease to be a Director of IAG or when it is withdrawn or replaced.

| offer to acquire the number of IAG shares determined by the formula ‘A= B/ C’, where,

A | the number of the NED Shares | offer to acquire (rounded to the nearest whole number).

the dollar value of the percentage of my annual base |IAG Director's fees (excluding
committee fees) as at the date of the Invitation, for the following period from 1 December
to 30 November (Offer Period), that IAG invites me to offer to receive as NED Shares
under the NED Plan.

C | the VWAP of |AG shares in the week ending on the day before the allocation date.

| acknowledge that the NED Shares allocated to me following acceptance of this offer by the
Trustee will be held by the Trustee in accordance with the NED Shares Terms, and that, if |
cease to be a Director of IAG prior to the end of the Offer Period, 1 will forfeit the number of
NED Shares which is proportionate to the iength of time remaining from the date | cease to be
a Director to the end of the Offer Period. | authorise IAG and the Trustee to complete and
execute any documents necessary to effect the grant and forfeiture of NED Shares as set out
in this offer and the NED Shares Terms.

| agree to be bound by the constitution of IAG, the IAG Share and Rights Plans Trust, Trust
Deed and the NED Shares Terms.

| have received, and instructed JAG and the Trustee not to provide me with further copies of,
the offer documents, including an explanatory booklet and the NED Shares Terms.

By signing this form | agree that the agreements, acknowledgments and authorisations set out
above will continue to apply until this standing offer is withdrawn or replaced.

tn refation to personal information contained in this document, | acknowledge and agree that:

a) |AG and their agents need to collect, use and disclose this personal information in order
to administer the operation of the NED Plan in accordance with the NED Shares Terms
and the Trust Deed, and to fulfill IAG's obligations of disclosure of the details of any
resulting relevant interest held by me in accordance with any relevant legislative and
regulatory requirements;

b} For the purposes outlined in (a), IAG and its agents ¢an collect the persona!l infermation
from and disclose it to any related entity, any agent of IAG or the Trustee carrying out or
assisting with the functions of IAG or the Trustee, its auditors, the NED Plan share
.registry, ASX, ASIC and any other regulatory or enforcement agency or one of their
agents; and '

c) lcan gain access to the personal information relating to me by contacting IAG through
Alex Christie, Head of Remuneration and Reward.

QOffice Use Only

Date Form Received: |

Date Preference Effective: |

General NED Offer Formn . 15/12/08



FINANUIAL SERVILES LUIUE
ISSUE DATE: 10/07/2008
_ This FSG replaces any previous FSG and any Supplementary F5G.

About this Financial Services Guide

This document is the combined Finandial Services Guide {FSG)
for Plan Managers and CPU Share Plans and contains detailed
information specific to Insurance Australia Group Limited’s
Bonus Equity Share Plan (BESP), Non-Executive Director Share
Plan (NED), Performance Share Rights Plan (PSR}, Performance
Award Rights Plan (PAR), Employee Share Reward Plan
{ESRP), Deferred Employee Share Plan (DESP), Exempt
Employee Share Plan (EESP), Deferred Award Rights Plan
(DAR) and Executive Performance Rights Plan (EPR) some (or
all} of which you are {(or intend to become) a member (the
Plans). . ‘

In this FSG, the term Plan Managers refers to Computershare
Plan Managers Pty Ltd ABN 56 084 591 131 (AFSL Licence No.
309883); where shares are held by a custodian the term CPU
Share Plans refers to CPU Share Pilans Pty Ltd (AFSL Licence
No. 309884). The terms we, our or us refer to Plan Managers
and CPU Share Plans.

This FSG is an important document. It provides you with
information about us to help you to decide whether you want to
use the financial services offered by us.

This guide provides you with important information about:

. who we are;

+  how you can contact us;

+ the services we offer you;

« the remuneration, commissions and other benefits
that we receive in respect of the financial services we
provide;

* any relationships we have with other organisations
affiliated with us or with product issuers that may
influence us when providing services to you; and

o our dispute resolution procedures that cover
complaints by customers and what to do if you have a
complaint or wish to register a complaint with our
externat dispute resolution provider.

Who is responsibie for the financial services provided?

If we provide you with any financial services, we will provide
these to you as an Australian Financial Services Licence licencee.

Plan Managers and CPU Share Plans are members of the
Computershare group of companies which is headed by
Computershare Limited ABN 71 005 485 825, a company listed
on the Australian Securities Exchange Limited.

The services of the Company which provides trustee (and
related) services for the BESP, NED, PSR, PAR, DESP, DAR and
EPR are not covered by this FSG. Details can be obtained by
_contacting Insurance Australia Group Limited (the Issuer). -

There is no trustee company associated with the ESRP and the
EESP. ‘

How to contact us and give us instructions

You can contact us and give us instructions in person, by mail,
phone, facsimile or by email.-

Office address: Level 3 60 Carrington Street
Sydney NSW 2001

Postal address: GPO Box 1501
Sydney NSW

Phone Number: 1800 452 196

Fax Number: 61 2 8235 8208
Email: iagghgreglans@cgmgg;grgharg'.gom.au

You can also give us instructions online via the IAG website
. which you may access. via the following URL:

www.computershare.com/employee/au/iag using the password
information provided to you by Plan Managers.

What financial services are we authorised to provide to
you? .
Plan Managers is authorised to provide general advice on:
. derivatives;
s interests in managed investments schemes {excluding
Investor Directed Portfolio Services (IDPS)); and
+ ~ securities.
Plan Managers is authorised to deal in:
_ & derivatives;
¢ interests in managed investments schemes {excluding
IDPS); and
«  securities, -

We are authorised to provide services to both retail and
wholesale clients.

What services do we provide?

Plan Managers provide the following services:

¢ employee share and option plan administration;

»  arranging for the purchase, transfer and sale of shares for
the purpose of employee share plans;

»  payment of distributions for employee share plans; and

» explanations to employees about what steps they need to
take to participate In employee share and option plans and
how stch plans operate in general terms.

Insurance Arrangements

At the date of this FSG Plan Managers and CPU Share Plans are
covered by Computershare Limited’s professional indemnity
insurance and a $50,000 guarantee provided by Computershare
Limited to cover aggregated losses incurred by retail clients in
the event fees are incorrectly disclosed or charged by Plan
Managers. The professional indemnity insurance covers
Computershare Limited subsidiaries which includes Plan
Managers and CPU Share Plans. Together with the guarantee
these insurance arrangements are considered to satisfy the
requirements of section 9128 of the Corporations Act 2001.

This professional indemnity insurance and guarantee covers
work performed for Plan Managers and CPU Share Plans by
representatives/employees after they ceased to work for us,

Associations with any product issuers

We are parties to one or more service agreements with the
Issuer in relation to the Plans (Management Agreement).
Plan Managers provide authorised services to a wide range of
product issuers. However, we believe only those relationships
or associations set out in this FSG would be reasonably capable
of influencing us In providing financial services to you.

How are we remunerated for the services we provide
you?

Plan Managers charges an annual share plan administration fee
to your employer ar their parent company for administering the
Plan of which you are (or intend to become} a member.
However, this is not payable by you.

Pian Managers may recelve a percentage of the brokerage fee
from the nominated broker on sale of shares if you efect to use
the services of its nominated broker,

If you attend a wealth management presentation co-ordinated
by Plan Managers or consider wealth management alternatives
as part of a transaction associated with your participation in the
Plans and you acquire a financial product through the wealth
manager, Plan Managers may receive a fee from the wealth
manager. The fee calculated will be based on various factors
including the acquisition by you of personal advice andfor
financial products fram the wealth manager.
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ISSUE DATE: 10/07/2008
This FSG replaces any previous FSG and any Supplementary FSG.
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Sale fee - ESRP, DESF, ESP, BESP and NED

You will be charged if you use our share sale facility to sell
shares from the Plans. This fee will be recovered from your
share sale proceeds at the time of the sale. The fee applicable,
depending on the method of sale, will be made up of the
following components (inclusive of GST):

Sale type Sale Fee Brokerage Fee
{per sale (per sale
transaction) transaction)

Sale proceeds
$5,000 or less;
$10.45*%

Sell (paper form) $58.85

Sale proceeds in
excess of $5,000:
$10.45 plus
0.33% of the
share sale
proceeds in
excess of
$5,000%/**

Sell Online $29.15 Sale proceeds
$5,000 or less:

$10.45

Sale proceeds in
excess of $5,000:
$10.45 plus
0.33% of the
share sale
proceeds in
excess of
- $5,000**

*The brokerage charged by the broker may be reduced in

certain circumstances depending on the number of sales on any

given day coinciding with your sale or other factors. The above
brokerage fee represents the maximum brokerage you will be
charged to sell your shares.

** For example, if your share sale proceeds are $10,000 the
brokerage fee will be approximately $26.95.

Exercise fee — PAR, PSR and DAR

A fee of $1 (inclusive of GST) is payable by you when you
request us to exercise your rights under the PSR, PAR and DAR
regardless of when you joined the PSR, PAR and DAR. This fee
is collected by us on behalf of Insurance Australia Group
Umited. This fee is payable when you submit an exercise
request,

Sale fee — PSR, PAR, DAR and EPR

There is no sale or brokerage fee associated with the PSR, PAR
or DAR

You will also be charged a bank fee that will vary depending on
your nominated methed of receipt of the sale proceeds for each
transaction. While these fees may change without notice, it is
anticipated that the fees will be approximately as follows:

Receipt of funds by: Bank Fee
Direct credit . $0.15
Cheque $0.50
Wire $15.00
Telegraphic Transfer $35.00
Foreign Cheque $5.00

Administration fee - PAR, DAR, EFR

A fee of $66.00 (inclusive of GST) is payable by you if you ask
us to transfer any of the shares which you hold through the
PAR, DAR, EPR. This fee is payable when you submit a transfer

request.

Transfer fee - DESP

A transfer fee of $66.00 (inclusive of GST) is payable by you if
you ask us to transfer any of the shares which you hold through
the DESP. This fee is pavable when you submit a transfer
request,

Transfer fee — ESRP, EESP, NED, BFSP and PSR

There is no transfer fee associated with the ESRP, EESP, NED,
BESP and PSR.

Research administration fee

You may be charged a research administration fee of $60
(inclusive of GST) when wyou request the replacement of
previously issued statements or payment advices including the
provision of account holding history. This fee will be charged per
request (not per statement/payment advices requested).
Trailing commissions

Not applicable.
What to do if you have a complaint

If you are not completely satisfied with the service or advice you
receive from us you have the right to complain about your
dissatisfaction. We have a dispute resolution system in place to
ensure that any complaint is dealt with fairly and efficiently,

If you have a complaint, you should take the following steps to
resclve it.

1. Please contact us on 02 8234 5000 or send details of
your complaint to us in writing at:

Complaints Officer

Computershare Plan Managers Pty Ltd
GPQ Box 1501

Sydney NSW 2001

2. If, despite our best efforts, you are unable to resolve
your complaint within 45 days, you are entitled to
refer your complaint to our approved external dispute
resolution scheme provider.

Financial Ombudsman Service Ltd

GPQ Box 3
Melbourne VIC 3001
Phone Number: 1300 78 08 08

) Facsimile: 03 9613 6399
Website: www fos.org.au
Email: info@fos.org.au

FSG does not constitute advice

The information presented in this FSG does not constitute
investment or financial advice and no part of this FSG shall be
construed as creating a fiduciary, financial or other advisory
relationship between us and the recipient of, or any other
person using the information in, this FSG. We will not be held
liable for any decision made on the basis of the information
contained in this F5G. We recommend that you seek
independent professional financial advice which takes into
account your objectives, financial situation and needs before
proceeding with any investment.
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@ 1A

{insurance Australia Group

Australian Securities and Investments Commission
Level 18, No 1 Martin Place .
SYDNEY

NSW 2000

15 September 2008

IAG Executive Performance Rights Plan & Deferred Award Rights Plan Offers

Dear Sir,

We attach, pursuant to the relevant ASIC class orders, copies of the IAG Executive
Performance Rights Plan Offer and Deferred Award Rights Plan Offer documents:

1. |AG Share and Performance Award Rights Trust Deed and Amended Terms
applicable to the Executive Performance Rights Offer and IAG Deferred
Award Rights Offer;

Financial Services Guide (FSG);

Explanatory Booklets including Taxation Summaries;

Invitation to eligible employees;

Offer website;

Paper application form.

® ;LN

The Offer was made to eligible IAG and IMA employees on Monday 8 September
2008.

All eligible employees were given the opportunity to respond to the Offer online or by
paper. : '

Yours si icerely..
(Z .

Glenn Revell
Group Company Secretary

Insurance Australia
Group Limited
ABN 60 090 739 923

388 George Street
Sydney NSW 2000
Australia

T +81 (0)2 9292 9222
www iag.com.au

IR
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‘rom:
sent:
[O:

iagshareplans@computershare.com.au _._.mmﬂgmmmm@mwlo_} @mailservice.computershare.com.au]
Friday, 5 September 2008 11:26 AM

Christopher Nash

Subject: IAG Executive Performance Rights & Omﬂmzma Award Rights Offer 2008

/09/2008

-

Insurance Australia Group

a Shared futwre - QIAG
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