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Whether #'s a day-to-day ciirm or a
lita-changing smargency, we iry to smpathise
wilh cLy cusiomars, business parinars,
brokers and agents, and find a way to

offer the right” Kind of heip at the right time.
That may mean providing straightionward
product information. Cr it may mean satting
Ly & temporary office i g commundy struck
by disgster and dedicating rascwrees to

help commwnitias prevant future damage.

I Jenary, the Ausiralian Capital Territory
ACTY and suwrrcunding ragions experienced
iher saverih largest insured catastrophe in
Ausiralizn history when firestonns ravagec
almost one-third of the naticnal capital,

Whien news of the fires emergad, our first
priority was 10 coniact the people inswred

with us, through NREMA [nsurance ano CGELU,
and halp process ciaims, provide emergency
fnds of up to $8,000 per claim and organise
iamporary accommodation and trauma
counseling. Extra Teleckims operators
vointeered from surrcunding areas to halp
manage e 350 encuires wea received daily
Our mobile claims processing van, the Hale
Wy, joinad focas assessors in the devastated
AMBAS &5 B00N A% SMErgency Senices panmitiad
access, A specialised ciaims operation was
also set up at the Braddon branch to provide
perscra assistance to affectad custormears,

1 all, we recenved mora thar 1,800 personal
insurarce claims and mora thary 100
commercial insurance claims as & rasuit of
ihese fires, And we are proud o say we paid
our first 108 claim withir tree days of the avant.

Onee the immediate thveat of the fres passad,
we Tound our customens wers asking soma

questions about rebuikiing their homes that we
raally couldnt answar. We respondad with the
MNREMA Insurance Halp Expo, which was & free
avent for the cormmunity to come together for
advice on the rebuilding and racovery process,

With the support of the ACT Bushiira
Racovary Taskforce, more than 50 axhibitors
attended the Halp BExpo. Thay sickided
nuilding and architectural orgarisations,
legal achisers, community safety and
security speciaiists, financial planners,
anvironmerial experts, socil welare and
traurma counsedlors, and state and iocal
govarnmant represartativas, An information
kit wizs also providad to halp our customers
along thair road 1o recovery,

Iy & simiiar way, we worked with CGU's business
partner, Bardigo Bark, to host an irformation
sassion for customers and the focgd community,
folowing the mini-tormadae in Northern Berdige
i May this year.

Wiien a weather bomib - a short storm causing
severs damage — struck New Zealand's
Thames/Corommandel ragion in late June last
yaar, mora than 2,000 claims wera receivad
from policyhokiers insured with Stata nsurance
and NZI

lrnraediately folkywing He storm, David Smith,
e CEO of [AG New Zealard Limited 1AG N2,

vant to the area at the certre of the damage
and et with local customers and the Thames
Council Mayor, Soon after, 146 NZ agread to
joirs & project w@am set up by ocal authorities
to exarning risk mitigation options, including
insLrance, in the avant of fulure catastrophe.
That tearr’s work is now under way and an
IAG NZ smployes has been seconded o tha
Thames Council an a full-dime basis,
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ing, and its ink with greenhouse
amiasions, is |r*c,faa&.1r1g the fregquency and
sevarity of weathar ralated avents such as
storms, cyelonas, hall and drought across
Augtralia and New Zaaland,

Claims resaarch from [nsurance Australia
Giroup ard the work of isading experts,
nationally and overseas, show how just &
slight change in ihe cimeate can dramatically
affact weather and the ihreat of damage.

This has serious rnplications for the lives,

health, personeg property and basic commercial
irdrastructure of Austrafians and New Zealanders
- agpecially when you consider that 19 of

e o0 20 major inswred catastrophes in
Australian history have been weather refated.

We think we car nelz. Wa're caimying ot mora
rasearch, i conjunction with ore of the world’s
topy weather modalling ieams. We'll use the
fircliigs with: key national and glebal leaders
and tha community, s0 wa can work togather
to raduce the likelihood of severs weather
irmeacts 10 properiies and lives, Wa're also
axploring naw products and sendces that

can create business vaius and encowraga
sustainabie behaviour, i o own backyard,

wa have adopied a proaciive sugtainability
poficy and are modifving business practices

o reduce gresnhouse gas emissions.

Crima i anothar major cause of claims,
and we're working with local commuinitias
to fineh ways to reduce it I 200272003,
through our natiorsl SGIDSGICANRMA
suranca CrimeSafe grant prograsnme, wa
provided 47 grants to local commanitias,
projects and groups supporting arime
raduction nitiatives

I some instances, CrimeSafe projects have
paan so successiul that we continue ow

support with & leng-term commitment bayond

the grant. The Helping Yourg Pecple Engage
HYPE) programma i Kaigeorlie is a graat
axarmnpia, HYFPE, which is run by the Safer
Wi Commiites, provides a positive approach
o issues facing young people by buiiding
refations between young people, HYRPE

workers, Sater WA, businesses and the police,

The toam of FYPE workars patre tha Hannan
treet Cantral Business District of Kalgooria
avary Tharsday night, iaking to young people

and helping therm aporeciste there are
alternatives 1o dlegal behaviour. In doing so
the number of polica callouts to the CBD
has reduced significantly,

Cur work to reduce orime s in with our
proader commanity suppert programma that
is focused or using our expertise to reduce
sk at home, on the road and at work,
Fugtiwar infermation can be found in the
Sadety, Ervironmeant, Community section

of this report.

lt's & fact that, in rural Austraka, young pacple
are moving away 0 mereoolitan centres
necause hay no lorger see clear ub prospects
or opportunities, We don't consider this as an
navitabie frerd. And wa think by supporting
rural comrmranities and reldding confidence

in local businesses, that we can even do
sormething to reverse i,

For mora than 15 years, we've sponsored

e OGU Business Awsards in Cediaral,
Tarrwworth and Orange. This yaar alone,

wezves given more than $100,000 to promisirg
nusinesses through these awards. These help
1o digpel the myth thal yvou nead 1o save

rural communities 1o succead in business,
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Ercouwraging developrmant and inncvation,
and rawarding achisvament, wil not only
driva high performanca, it will ensure we
ara abie 1o pay our customers’ caims
and daliver value to sharebolders and

the community for many years lo come,

Toy reatiss our cultural goals, we are

focusing on thres areas:

s Providng consistent processes for
managing arnd developing ow people;

s Enguring cur pecpls fesl safe whide doing
thair jobs Dy improving workpiace satety; and

s Uniting our pecpde around our
focus on halping cur customers,

We are Duilding a shared compasy cuiture
nased on five values: honesty, ransparency,
tazmwork, merfiocracy and social raspanisibility.
To support this common Tamework, wa have
introduced a comprahensive systarm for
marsging and developing our pecple.

Al our pecple raceive pericdic faedback on
their performance ard have tha opporiunity
o chiscuss their develepment objectves
and ary concerns with their supenvsor,

The talent management matsix forims the
comerstona of our approach for developing
managers. It allows us to identiy high
performers, as well as coportunities for
deveicpment acress the Group. During the
past year, mose than 300 managers’ career
opporturities have been reviewad using
the tafent devaloprrent matrix, We are
gradually expanding the reach of this
process throughout the organisation.

Ora of the by-products of the malnix is access
to our comprehensive leaming progranyme, $so
irtroduced during the past year. The orogramme
covers the range of lsaming, from frontline
supenisony trairing o exeoutive coaching,

o ensurs wa attract and retain talerted peopie
aoross af areas of the organisation.

Az g aading adviser on cecupational haalth
and safety issues, we understand the impact
of unsafe workplaces, As & rasult, we ara
takirg staps 1o make Insurance Aushralia
Giroup's workplacas safar for our peopia.

Foliowing an axtarnat audit of our workplace
safaty in October 2002, we deveicpad a thraa
yaar safety programme to address problent
areas denlified in the audit. Ar Organisational
Safaty Commitiee was aiso aestablished

to overses the programms mplemaentation,
including cur Chief Executiva Officer as

Head of Safaiy

The first phase of that programma was
implemantad in 2002/2003. More than
BCC managers recaivad safely fraining.
We reinvigorated our Cocupationsl Health

and Safety [OHS) Commitiess, and introduced

& safety charter 1o our people. We are also
leveraging our national parirership with

St dohn Amibalance, which is making frst
aid kits and training availabia to ouwr people,

The rasull fo date has bean greater awareness
of safety among cw people and a clear plar
o ensure & standard leval of national
compliance in the future.

Customars judge us every day according
to ther fatest experience of us and o
paople play a key rof n dalivering on
that custormer experience.

That's why, when we launched the Getting
i Right programma to improva the customer
axperiencs, we ook tha opportunity to

capture our pecpia’s feedback, no maltar
Pow big or small the avent,

Through a series of workshops and ongaing
ciglogus, more than 1,500 pecpia n our
Australian cperations have helped to develop
sirmpler, effective processes that will make i
easiar io provide axcalient cusiomar sanvios,

After only nine menths of operation, Getling 4
Right has resulied ir numercus indiatives that
ara Now Baing progressivaly impiemented.
We hava already had some succassas such
as an improved precess {o locate customerns
whiose real is retumad to us. Thanks 1o the
hein ard commitment of o paople, reat
customer service benefits will De deliverad,
That should help us get it right evary time!
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The Giroup demaonsirated its new stability
and focus on irmproved operations by the
parformance of our insurance bLsiness,

I the sarne period, we caried out a maior
aogLisition, with the addtion of CGU and
MY transforming the combined business
to becorne cleardy the leadng general
insurance group in this part of the world.

The managemert and Beard considerad that
this was tha right purchase at tha right time 10
seize a fimited opporlunity. Despite complexities
and some indtisz adverse markat reaction o
the transaction and associated capital raising,
subsenuent financial performrmanca and market
reaction has emphaticaly endorsed tha
strategy, to the benefit of shareholders,

In & broac sanse, 20022003 can be seen as
a watarshad for lnsurance Australia Group in
positioning fself for the future,

I less than ten years, what was a three-
product company sendcing only New Scuth
Wiakas INSW) and the ACT has bacoma a
truly national cperation, n both Australia and
Mew Zealand, ully divarsified by product and
distribution chanral, withy one of the region’s
nighest fingscial strangth ratings foran
insurance company from Sandard & Poor’s,

Faor the 2002/2063 financial year ol businass
pertormed very wal, reflecting improvemenis
made to the underlying performance of the
nusinass and the beneiits of our acouisition

of CGU and NZI. Our overall relurms from
invastments increased, reflecting both the
change to our assel mix and improved market
performances, The CEO's raport provides
more detail arcund this pleasing result,

We wdll pay a final dividend of 7 cents per
ordingry share, fully franked, on 13 October
2003, This brings owr total annual dividend
to 11.5 cenis per ordinary share, a 9.5%
increase on the pravious year, This s in
kaaping with the Board's policy to return
patwean 40% and 7O% of normalised
aarmings 1o sharsholders as dividends.

The Board alse introcducedt & Divider
Reirvestrmant Plan (DRF) in January 2003
i rasponse 10 ordinary sharsholder reguests,

The Gorrpany's 1.1 millior: erdinary shegaholders
can now alect to reinvest in the cormpary afl or
part of any future dvidend payments ey recaive
white the DRP is operational,

[nsurance Australia Group's performance
churirg the past year reflects the results of
the strategy your Board and management
confirmed in Mey 2002,

We are plessec with our pregress, pariicularly
the acquisition and intagration of CGU and
NZIL The sound fogic of that transaction s
naing corfirrmed through our resuits and by
our ircreased confidence that wa will realise
the articipated $160 milion pre-tax per
annum i sustainable axpense synargies,

We recogrisa we stil have a long way to

go in ferms of ful implernantation of our five
yaar strategy. mporantly, your Board and
managemert leam ara working together
affactivaly o deliver on i We hold twice yearly
strateqy sessions and work closely te improve
our oparations for the banefit of shareholders,
policyholders and ouwr psople.,

Within [nsurance Australia Group we understand
e imporiance of proper governances 1o ansure
discipline and pradictability in parformance.

A kay issue is buiding a sound structurasl
frarmewaork for daecision making and carrying out
transactions. This area has received a great deat
of attertion across our business with two vary
active Board Committees covering Audi, and
Fisk Manzgement & Compliance matters,

Uiimataly, the ntegrity of individuals
rarmains pararmount, placing great amphasis
on salection, fraining, corporate ethics and
lpadershio of peopia right across the Group,

We have moved guickly 1o adopt racent
davelopments in corporaie governance,

to responrd to both public concams and
consaguentizl reguistony guidelines, This
inciLdes the principies relaased sarky this year
y the ASX Corporate Governanca Council,

Durirg tha yesr, we commissioned ar
indapanrdant assessment of the parformance
of the Board as & whole, and of individual
contributions by Directors, as part of ensuring
flitura effectiveness.

Subsaguent 1o the end of the raporting period,
wa decided 10 caass the cperation of the
ratiramant benefits scheme for non-executive
Directors, This means there will be no Wlue
acorual of bernadits, and the schame will phase
cud as i wil net apply to new Directors, We
have also infreduced new clar practices in
ralation to engageamant tenms for Directors,
mnoth of service, and peer review,

Cr the retirameant of twe longer-tarm Diractors,
Waras Callaghan and Mary Easser, we have
alsc dacided to reduce the size of the Board
to sight Directors, including the Managing
Director ke CEOL | take this opportunity

to again exprass rmy appreciation of tha
contribution by Mares and Mary over the years,
especialy during my em as Charman sinca
Auagust 20017, Thay have worked effectively
with all other Board members 1o achisve great
erogress i this period as cutlined earlier,

Directors aiso met during the year with
our appoiried extarnal auditor, KPMG,
to discuss the auditor's commeants on
the Group's rdak culture and ethos,
nckuding risk reporting procedures.,

Pwish to express my apprecigation o Beard
members, arnd 1o all our empioyass and
managerrert, for & very sciid year of hard
wierk and real progress which has buiit a

raat foundation for the future, Michasi
Hawler has provided axcellent lpadershin
as Chief Executive Officar.

This has beert an imperiant yaar of
clarnonstrating stabiity and decisive action
toy create g neaw platform for our future, Our
focus Aow has to remain on consolidation,
achieving the full potantial avadabie to us
and reaching high standards of operating
parformance in avery area of our business,

fcan assure shareholders that the whols
Board and managament are very clar
as to these priorities and commitied fo
raafising rreaxirmur penefits from ai of the
opeortunitiss now within cur Group,

Topmer Svomc

James Strong
Chairman






Acknowiadging stmply and publichy what
wa stand for, and aligning all our efforts
around this, can ganerate enormous powes,
That power and united {foous is fundamantal
to ensuring we susiain cur placs in the
proader community in the long-tarm.,

Keeping it simpie is alse what allows us {o
raap cur diraction clear, nwhat is a very
complex industry and operating envircrment,

[ ast year's anrual report, § alked about
what had taken piacs in the industry since

[ took the helrmt at Inswrance Australia Group in
Dacermbar 2001, These avents have continuad
to play ol during the past 12 months,

I rasponses 1o the ragic avenis of the
Wiorld Trade Canter and the Ball bomibings,
wa've seen the introduction of new faderal
tarrorism egisiation which tock effect from

1 Judy 2003, This will lead to increases in
commercial insurance pramiums from

1 October 2003, principally sc that the
Ausiralian Governmert can buiid a fund to
pay for possible future losses from terrorism,

Last yaar, wa experienced the crisis in tha
public liability, medica? indarmnity and buiiders’
warranty insurance classes. In response,
wa'ves seen ongoing reform of personal injury
lavws, and heurance Australiz Group has
playad an nstrumantal role in affecting
changes 1o banefit the entire community.

I addition, wa've joined foroes with wo
other insurars 1o provida public labiity cover
o not-for-profit orgarisations through the
Community Cara Undanwriting Agency.

We've seen continuing issues with professional
indermrity and directors’ indemnity insurance
this year. Whils thesa classes account for
arourd 1% of our busingss, e issues

Cross witton praiug

hightignt the difficulties created whean
insurance classes am unproftable,

Also st yaryr, the investigation inte the
codapse of HH Msurance continued & tha
HIH Boyal Commission. This yaar, we have
raceived the recommendations of the HIiH
Royal Cormmission which are already having
& substantial impact on the regulation of the
insdrance ndustry in Australia, Inline with
[MsLrance Australia Group's submissions 1o

the Commission, the recommeandations inciuce
proposad changes o e senices iavies and
starnp duty charges on nsurance poiiciss.

The adeption of these recommendations
wioulad distribute the costs of sanvices maore
agually across the community and help

make nsuwrance more affordakie,

We've slso saen furthear consolidation in the
lncal insurance market, This ncorporated the
withdrawal of three Ukbased insurers through
& series of ransactions, including our own
acquisition of CGU and N2 completed on

2 January 2003, Having said that, the sector
siiE includes mora than 100 compatiors in

Australs and 17 in New Zealsnd.

I the face of this complexity, insurance
Ausiralia Growp's direciion remains claar.

Iy My 2002 we corfirmed our business
strategy 1o grow guality eamings, extend our
seale and diversity in general insurance,
rainvigorate our customer foous, leverags our
core capabditios, and manage risk.

We betieve the strategy will support the
financiat goasls we set to
s Achdsve top-guartile total sharahokler retumns;
s Deliver & rormalised 13% to 15% returm

OFy Canital per annun;

o8 {0 i3] {42 03

¢ Double gross written premium (GWF o
36.5 hiflior by 2007,

v Mainian g combined ratio at less
thar 100%; and

v Mainiain ‘AL category insurer
firancial strength rating.

fam piaased to report wa have made
sigrificant prograss against this siraiegy
ovar the past 12 months,

We have continued to fmprove the cuality of
our oparational earrings, a8 shown irough cur
finarcial rasults for e 2002/2003 finarcial vaar.,

An g Group, wa exceeded all operating targats
far the year, We racorded a net profit
atfributabie 1o shareholders of $153 milior,
mproving Fom aloss of 28 milkon for the
orenious year Our msurance margin rose o
12.3%, up fom 8.7% in tha pravious yaar
and axceading o current target range of
D% - 119, And we ended the yaar with &
Giroupr compined ratio of 95.7%, consistent
with B5.6% in tha pravicus year,

There were two primary drivers of thesa
rasults, First, the performance of CGU and
NZI, nciuded in our resuits since 2 January
2003, was batter than expectad. Sacond,
cur axisting business aizo parformed strongly,
undarpinned by mproved cusiomer retantion,
continuad stabiity in majer personal injury
clagses, the realisation of targeted businass
mprovernants in our New Zaaland ooerations
and largaly benign waather conditicns which
susianed a reduced claims frequency.

That we wers able to simulianecusly mantain
the improvement in the underlying buginess
wiiiE marsging & maior acguisition is a
particularly satisfying aspeact of thase resuits,
Car GWIE increasad by 45% for the year, from
F3.6 bilfon to $5.2 hition, with approsimately
D% Deing from organic growd - over half of



which was new policy growth - and the
rerngning 36% coming fom the acquasition

of CEU ard NZL We also locked in annusisac
runrate synergies of 354 miien against our
first sh ot target of $21 million, ard we are
on track o deliver the anticioated $160 millior
ore-tax oer annurm in sustanabie ntegration
syrargies by June 2004,

At the same tima, ow overall retums from
mvestimants increasad, reflecting both the
charge in o assat mix and improved
markat parformance. Invesimant returms

from techrical reserves, which are now wholly
mvasied in cash and fixed nterest asseats,
ncressed to B372 million from $138 millon

i the previous year. Howevar, sharehoiders'
funds, which are substardiafly wvested in
ecuitiog, returrad a loss of $120 miion due
tey ancther yeasr of declining equity markats
both focally and internationally, as wall as from
the cost of the tactical derivatives programime
designed to pretect the Group's capital while
completing the fundraising for the CGU

and NZI sooldsition,

Tha $1.86 biflion aguisiicn of CGU and
NZwas funded by a capital raising
programma which included the issus of:
* B500 milion Irisgtutional placernant

- grdinary shares
$300 milion Dated subordinated debt
$380 milion Share Purchass Plan

- Ordmary shares

L]

®

= B200 milion Raset praferance shares
& 355240 milion  Dated subordinated debt
* 78 milion Urddarwrittan Dividerd

Rairvastrneant Flar
— ordnary shares.

Sased on the momenrtum in ihe business,
and our axpectation of & continued low
nterast raze anvironment, we Peave upgraded
cur Group combinad ratio targat to B3% -~
896% for the coming 12 rmonths, Operating
within that range sholid enabiie ws to mairtain
an nsurance rmargin of 9% - 12%, Ultimataly,
cLr goat remains 1o provide our shareholders
with a top-guartile shareholdar retum
trroughout the cycle.

s our view that, uniass you have a
competitive edge in a niche area, scale is
crucial 1o suceeeding 1 general insurance,

There are considarable infrastructure costs &
runring an inglrarca company wall. Spreading
these across a greater pramium base is
beneficial allowing us to kesp our costs per
policy down,

Clearly, our acquisition of CGU and N2

from Awviva ple, aleng with the NSW workers
corrparsation management business we
acguirad from Zurich nsurance in January 2003,
has added significantly 1o the Group’s scale and
diversity by product, geography and distripution
channal ir both Austradia and New Zeatand,

Wile nowe enjoy & Sirong presence in &

range of general inswrance classes, with

the compaesition of our business by GWP
consisting of 57% perscral, 20% commarial,
18% persoral infury, 3% heaith ard 4% other
short-tal busirness, as at 30 June 2008, We
are aiso well represeried in both the direct
aret indiract disiribution chanrals, with nearly
BO% of our bhusiness disyibuted dirsctly through
our branches, country senvice centres, call
cenires and tha rtemet. The remainder of
our business is distribwuted through our broker
retwork and third party partners, including
financial nstitigions and aliances.

Raflecting this increased presence as & provider
of indirect nsurance, we have appoirtad two
raw Group Exacutives who jcined e Group
through: the CGU acouisition. They are Group
Execitive, Business Partners, Lou Power,

ard Group Executive, Intermedizry Business,
Bob Wagstalie.

lraportastiy, wa have achiaved our go

0f hiaving al least B of our business in
short-tail insurarce fsuch as motor, home
aryd rural), with the remander i long-tai
insurance [such as professionat indermnity,
cormpuiscry tird party motor liability and
workers compensationl, This balanoce,
corrbired with our rainsurance protections,
provides a greater likelfood that we wilt be
absis to deliver combined ratios of ass than
1008, throughowt any insurance aycle.

The fact we didn't enjoy the same advantages
of scale in healkh insurance led us to sall our
heslth manufacturing and clams cperations
to MBF Al the same fime, wa have entared
a marketing allance 10 enablis us to continue
to promote and sall haaith insurance producis,
rewy Lindenwritten by MBF to our customers,
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This decision, anrounced on 1 July 2003,
foliowad a thorough review of cur heaith
insurance oparations and alows us

to continde o sarvice our more than
95,000 haalth insurance customers with
no cnanges expacted to cover or policiss.

The Getting it Right programme, ora of
the Group's primary iritistives to refnvigorate
how wa help our customers, completed

s review of our end-to-end customer
systems and procasses, Out of that review
mere thart 400 initistives designed o improve
the customer experience are now beirg
implemented progressivaly across the Group.
Tha programme is explained further en page 7.

We also completad the roliout of our
Productivity & Efficiercy Fromotes Service
{FPEPS) programima in our Australian call
cartres and branches, Tha PERS programme,
which was successfully friaied 0 the
200172002 financia year, allows Us 1o

idertify our customers’ needs early in the
irtaraction, so we can quickly direct them

o relevant specialists.

We are aready seaing resuits from our efforts
to date. Strong customar rerawal rates have
peen sustained & sround 90% in all major
products for the past two years.

A the same fime, customear satisfaction,

& key predictor n pudding long-term customer
refationships, has congistently risan over

thie past 18 months, 0 the Victoriarn motor
insUrance porticiio, for exarmple, customer
satisfacton with claims service was B8% at
Jdune 2003, reflecting an avarage ncrease of
3.5% aach s months since Noverrber 2001,

lrr Australia, we launched rmajor advartising
campaigns supporting our direct general
insurgzice prands - NRMA Inswrarcs, SGIO
and SGIC - and our indirect general insurarcea
orand, CGU. To date, the campaigns have
peen suceassiud in reinforcing our shared
customer propositions of kalp and confidenca,

Thess are exampies of how we ars impreving
the customer experience, when purchasing
products or making clasns, Sut we're aiso
focusing on reducing the risk of accidents

o other nsurable averis fom ocowrring in
the first place.

1
e Dekeve that there are substan i
opportunitias kaoally for & v voars

Cur laurch of the Reversing Visibdity Index

is one such example, Based on detaded
rasaareh, this index comparas 50 of the
mosat popdlar vehicle models in terms of their
safety pericrmance whan reversing. One of
the key rasaarch findings was the link with
fatal raversing visihiliy accidents nvalving
children. By nighlighting the ink betwesan
raversing and vehicle accidents, we aim e
irmprove road and vehicle safety. Tnis work
was very well received and an information
prochure is available through childecara centras
as wall as our tranchas and websites,

Pilot Thef Forums weare another risk reduction
initiative orgardsed during the year, aimad

at raducing the impact of crima in focal
communities. Working with local councits,
police, mambears of padiament and local
grodps in the Dubbo, Shellbaroour and

South Sydney areas, the forums faciitated
discussion arcurd combating home
purglaries and car theft, The success of thesa
GHSCUSSIONS IM8ENS wWe ars now working with
the local organisations o daveiop practicsl
and locally relevant crime pravention initiativas,

Owarall, our corrmitment to cur customers and
wiiad we st for was ne mose avident then
dharing the ACT bushires, the seventh largest
inewred catastrophe i Austraiian history, We
wera anle 1o play art integgal role i helping o
customers and the community in Canberra to
‘get back on thair feat’, through both direct
clains supoort and events such as the NEMA
Insurasce Help Expo, which is discussad on
page 3. We continue to piay a role in tha
racovery process Hhrough ongoing cooperativa
diglogue with the ACT Government inisizted
ATT Bushfira Racovery Tasikforce.

Crr core capahifities in undanwriting, and
claims and assat managemant — as wall as
the capabilities of our people - nead 1o be
maintained and develsped on an ongeing basis.

A5 an inswrances group, one of our core
rasponsibiiities is to price rigk faily. Gur abdity
in this fiald was recegrisad during the year
Dy oLy high rankings irthe Daeloitts Touche
Tehmatsu/ P Morgan 2002 General
[nsurance Suray,

1
Brogremaing s will depend on heing abe o showe
inlemiationsly appicabie core sormpetancies

W also continued to extend our cialms
manageament skills across the Group, inciuding
GG and N, For exarmplie, we introducesd our
proven praferred supplier mode! nte new araas
of the business, tailored for the axdent of owr
presence n azch ragion. In June 2003, it was
adoptad for the fow track ndusty i NSW,
fofiowing a successful tral over the pravious
year, The prefersed smash repairer schame was
ntroduced into Victoria, South Australiz and
Wastarn Australia, We alsc launched a national
coda of practice governing our dealings with
mreferrad suppliars,

As wall as pricing risk and paying claims,

wia ais0 nead 0 generate invastment retums
an the funds backing our insurance labiities
and our capital, We airn 1o generaie retums
ahead of tha benchmarks while imiting the
isks wa take and mantaining high quality
iquid portfolios. This year our fund managers
again outparformed internal banchimarks

on the overall funds under managemant,
However, the total refurm for the year was
Rarmperad by the cost of capital protection
measures in place whit we cormplaetad cur
fundraising for the acouisition of CGU and
NZIL As the funding is now cormplete and tha
capital position 8 strong, we hiave no plans
toy iake out further protactions of ihis natura.

We are also focusad on having an effective
and afficient infrastruciure to support
evarything wea do. During the past voar we
committed to an overhaul of our technoiogy
sarvices strategy and, under cur new Chisf
imfornmation Officer, David issa, the
transformation is well imdenway.

Gur 11,000 people are just as important as
ary technical capabilty when it comes o
dalivering or our prornise 0 customers, As a
rasult, during the year we invastad sigrificant
time and energy on setting the ramawork
for a commaon cultlire after the serles of
acquisitions. Exarmples of initiativas to date
are inciuded on page 7.

sStrong risk managemant is the backbone of
any nsurance cormpany, Understanding risk
allows policies to te priced appropriataly and
ensures sufficient raserves 8o we can ahways
dalivar on our business of paying claims,



[ als0 underping the reinsurances arrangements
we put in place and ensures we have the
required capital backing,

The rew Austratiar Prudential Regulation
Althority APRA) prudential guidalines

came irto effect from 1 Judy 2002, Wae have
extended the practices across alt our general
insurance antities, including New Zeatand

Every within the context of the APRA
regiuiraments, we cortinue 1o resaene
conssrvatively, maintairing our ciaims rasenes
at a level ihat gives us a minimum probakility
of sufficisncy of 80%, weall abeve the minifnum
APRA requirermant of 75%. As at 30 Jure 2003,
our Australizn operations had capital equwalf‘fr
to 2.03 firmes the risk-weightad minirman capital
reguirament, Al the same time, our Group's
capital was 1.82 times e ranimur determined
o e sarma Dasis as the APRA raourament,
This is very corrfortably within our target range
of 1,351,685 times, sel appiying APRA
principies to the consolidatad cperations
of the Group, not just our individost foensed
ertitiog wf chis the ARPRA approach,

[ July 2003, a number of owr maior businesses
bezan operating under thair licences issusd
Lieder new Australian Financial Services Reform
iFoi lagigiation. This legisiation is designed o
insti consistent standards for ficensing, fraining
ard customer discloswrs to the financial services
industry, Despite the exdensive workloag and
resources irvolad, this FSH implamenation
prograrme hags been delivered on schedule
ard abead of the meximom timekame set down
iriegislation. That the necessary changes have
Been aligned with axigting company processes
shouid mesn et customer protection is
susiainable The remainder of our buginesses

irs Australia are on track to obtain ther licences
ahead of the March 2004 deading.

O reinsurance programme has beer
adiusted fofowing the acquisition of CGU and

NZI and shows claarly how scale and diversity
banefit our risk managamenrt. Despite an
envircriment of rising rainsurance costs globally,
wi securad a more axiensive Groupwide
catastrophe rainswrance programme at the
same cost, Both the depth of coverage for &
singie avert and he breacth of coverage for
ricdlipe events bave improved.

For exarmpie, Australasiz's worst ever nsured
cagastrophe was the 1899 NSW hailstonnis, for
which the hsurad cost was about $1.9 béon,
[rsranca Australia Group's shara of the impact

was about 3400 mion, The net impact after
rainsurance was 93 milion (pra-iss, incliding
the cost of raingtating our rainsurance
protection, & 4.7% affact on our Groun
cormbined ratio, Ware those hailstorms to ocour
today, our cumant rainsLwances progamme
ol mean our mesirmum ret foss would ba
570 railion {pra-iax), wihich is jess than a 1.5%
irmeact on our comiksined ratio.

Qur fisk maragament team's focus on the
ervironmeant and glebab warmirg is breaking
reny ground irienms of the community's
tnderstanding of climate change impacts
ard ncraased catastrophe risks, rur*f*”r
irforrmation can be found on page &

Anch we are sharing our risk rmanagement
expertisa 0 our national partnerships with

St Jekn Ambalance and the Salvation Army
noie safety

Errergency Sendces, belping o pro
and risi reduction in the commarity.

While there is still much work 1o do, our
financial result and the nitiatives completad
or underway demonstrate we are delivering
on ihe shrategic objectives we sat olrsalves
in May last yaar,

Wie have completed o goad to generate
dormastic scak n Australia and New Zesland,
O task for the next yaar is 1o consolidate

our achisvernants and secure domaestic
organic growih and profitability bDelore
wee consider further growih internationally,

We wdl do this by completing the integration
of CGU and NZI during the current finanaciat
vear, and cordinaing o axtand our core
capabilities in undarsriting and clair
ranagement to improve the guality ar.d
afficiency of all our business operations,

We will Beek to leverags o cormpatitive
advantage to driva further cost synergies

iry our procurament strategy and around

our owery infrastructure. And we wili contine
30 focus on working with relevand parties

o minimise the costs associated with fraud
ared orime, and governmaent taxes and
charges, and to prevant the risk of insursd
averts occurring in the first piace

[y surmmary, by optimising what we hiave
ard remaining focused on what Insurancea
Alstraliz Group stands for, wa will deliver
sustainable sarrings growth and cemant
our ability to pay claims for the icng-term.

Of coursa, owr results could not havae bean
achieved withouwt the axtracrdinary off D"'tb
of cur pecpia, That wea maintaned and
axceadad our performance targets while
irtegrating our businesses are & testament
o ther commitment and abdity, Hwould ke
10 take this apporiunity o thank everyone
for thelr contribution to what has been an
axciting and historic year,

- . -~
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Michael Hawker
Chief Executive Officar



Our Personal Insurances eperation deveiops
and underwrites short-tail insurance producis,
and provides claims and assessing sanvices
for Insurance Australia Group's cusiomars
in Australiz, fs key preducts are molor andg
home nsdranca and it alse providas niche
insurance such as pleasure-crafl, carsvan
and ravel Customers are sanviced directly,
through our NRMA Insurance, SGIC and
SGIC brands and our RACY partner brarc
in Victoria, and indirectly undar the GG
prand, Farsonal insurance is Australia'’s
largast insurance undeanwritirg and claims
and assessing cperation. it has a presence
in every state and tarritory,

Responding to the ACT pushfires was a

major urdartaking for cur Parsoral haurance
nusinass ¢ the past yaar, As demenstrated

on page 3 of this raport, the team was able

o deliver on its commitment o exceptional
custormear senvice, when mansging claims and
aftar ithe claim through the NEMA Insurance
Hedp Expo. But the team's achievamants
auring ihe past year don't end thers -~ here ara
just & faw of the highlights,

Tha radesign of all personal insurance rangwal
cartificates for custormers was a key project

for tha yeaar, Working with: the Communication
Resazgrch [nstitute of Australia, te redesign
focused or making # easier for custormers o
locate policy information such as expiry and
validity dates and encouraging poiicyhoiders

toy chieck their details before payment,
Prototype docurments, hcorporating business
requirenants, were tasted among poiicyhalders
pafors baing releasad. New renewal documents

ook effiect from March 2003, with olner
documerts released i May 2003,

We alse infreduced a range of customer-
oriertad improvamants to cur perseral
insurance discounts and product suita,

New products inciuded the Motor Prime
procuct in Victoria for those aged 80 and over,
o match cur existing Home Prima inswrance
cover, For owr car poicyholders, we introducead
& ne-claim discount for the life of the policy,
Greater policy discounts alsc now apply for
homes with algrm systerns, as part of our aim
o raducs nsk through an enhanced focus on
safaty. These nitistives are in addition to our
axigting multi-pofcy and loyalty discounts,

Considerabia work has also been conduciecd
charing the year to betier understand the rsk
of bushfire, storm, flood and burgiary o that
W can improve our home product covar,
provide more aquitabis pricing and help the
cormmunity recduce the mpact of maior avants,

Heln whan making & caim is one of #he most
mportant axperiences Tor our cusiomears,

As g result, we are focusad on ensuring all
chims procassas and systems include a
balanced approach: te cost, qualty and
erfanced customer service, During the year,
we extended our Criing Repalr Managerment
technology to the Smithfield and Gateshead
salvage centres and signifcardly improved
assessmant processing tirmas rom 10-plus days
te an averags 24-hour turnarourdd, We also
introduced a Praferred Towing programmea in
NSW to snsure our customers requiing a tow
receivie a hasske-frae, fast-track process anct
that, if it is their choice, their vehicles arg
cuickly repairad by one of our Freferred
Smash Rapairars,

We e Australia's largest purchaser of white
and brown goods and a significart buyer of
glass, To make sure wa cant purchasas horma
raplacernant and repair items st competitive
erices, we have Wwiised an electronic netwark
of suppliers, This nebwork database, called
E-Clairms, hes bean availabie o insurance
compardas in NSW ang Victoria for some ima.
Following owr acquisition of CGU, E-Claims
has now Peen impiementad in all states and
the ACT. This means that when we raguirs

a particuiar tam to sette a claim, we meresly
enter tha model number and the system
ensures e supplier with tha most cormpetitve
rrice listad on the site receives the purchase
order for the dem. The system aiso provides
the necessary detad o identify the current
equivaient modal for superseded tems.,

insurance faud is a dishonourable and costly
part of our business. The overwhakming majority
of clims are genuine, and we are determined
te protect honest polioyholders who end up
payirg for fFaudulent daims. During the year,



wa highlightad the problem of fraud and car
durrping an NSW watenways Hrough &
ofe day operation with NSW Watar Polic
ard NSW Waterways Authority on the
Georges River in Sydrey. More thar

12 submerged vehiclkes were draggad

from the siver, demenstrating the prevalence
of fraud s wall a8 the danger to the
watenways emvironment and boats,

Looking ahead, wea are focused on achieving
the full intagration of the CGU perseral
insurance businesses by 30 June 2004,
Buiilding on the sound footing of our axisting
Business, we will also focus on anhanging
oL ability o provide seamisss, repeatable,
ane excedlent customer service. We will be
reviewing all of cur business processas te
make i easier for customers 1o take o,
renew of changa a policy. This will be
supporied by an increases n spending on
rainirg at all levals across our organisation,
with particular focus on our team managers
who are in primary condret of our customer
irferiaca. As wall, significant rescurees will
ke appiied to ensuring our oycis timas on
af rapair categorias are minimised so our
custormers’ claims are settled fasier

Craatecd a8 a separaie unid foliowing thea
acyuisition of CGU, cur Businass FPariners
operation develops and manages our
refationship with mors than 100 financia
institutions and afignoe partners, This makes us
Avstralia’s leading provider of genersl insurance
products sokd through financial institutions,

Products provided through owr business
pariner network can camy the CGU brand
or are co-Pranded as away of extending

the business parinet’s value proposition 1o

its custormer basa, Thesa business pariners
irclide financial instidutions — banks, mortgage
originators, budldng societies and credit
Lnicns. Cur aliances cover not-for-profit
arganisations, affingy groups and intemational
and nagional brokers that reguire personalised
sales and customer service support,

The Business Partners eperation inciudes
Swiarn insurance (Swarn), Australias leading
provider of retal insurance products through
ther retad motor trade, motor financiers and
rrotor rmanutacturers, for both motor vehicle
ard motareycle networks, Swann alsc
provides its niche products through cuwr
fnarcial nstitutions neswork and more than
1,000 other agents,

Ard through Mutual Community General
[nsurarce IMOGH, & iont verturs with

BUPA Haalth, we distribuie parscral msurance
praducts to mernbers of its Mutial Cormmunity
ared HBA haalth funds,

During the yaar, cur Business Pariners division
continued to prosper, retaining and growing
ke relationships and business proftatdity,
This s & refiection of the consistent efforts of
the team dudng the challenging integration
precess, as well as marka! confidence in the
axpandad heurance Australiz Group.

Since the arnouncement of the CGU
acquisition by Mswrance Ausiralia Group,
we nave secuwred 18 new acceunts and
retairad all key existing custormars, We were
appeinted as Acr's primary supplisr of
persoral insurance in Ausiralia - in the past,
this usiness had been piaced through a
parel of surers, Through Swann, we have
also sacwad & rumber of significant new
refadionships, including a thres yaar badging
agreement with Toyota Financiad Services.
irddar tha arrangemerd, Swann will provide
a comprehensive range of consurar and
cormmarcial insurance proeducts, incuding
warranty inswrance, to participating Toyota
deairships acress Ausiraliz, Swann also
axterdad the alliance with GMAC to inciude
branded nsurance product offaring to
somplement Suzuki and Subars Finance.

Ir the face of te incraasingly competitive motor
retail markat, Swann has deveicped irnovative
product ard relationship solutions, This has
rasultad in key partnerships with Mercedes and
Chrysler Jeep, amongst others, At the same
dime, Swann's preduct sales through fnancial
institutions grew Dy 109 for the year

lev August 2002 we cementad our MCGIH
allarce when we exiended our agenay
agreament with BURA Healih for ancther
10 years, This was a positive davalopment
for the Group, given MOGIs improved sales



parfermance during the year, Te 30 June 2003,
MCGE sales improved by 8.3% over the same
pexicd last year

Durimg the next 12 months, owr priorties are to

s Continde mgroving our wab enabied point
of saie syster - row usad by more than
100 busiress partners nationally - and
exparding our wse of weabe-based tachriciogy
O raw areas;

s Cantralise our sysiems platiorms as
part of tha broader Group's fechnology
sarvices cverbauk

s Focus on identifying new product
opportunities for Swann sales Hirough
finarcil instituiions and grow the reach
of Swann's motor dealer business; and

s haximisa cpporiunities for MCG to provide
the Group’s diverse product offering to

BURNs health insurance customers,

Our irtermediary Business division managas
and devalops our ralationships with rose

thian 1,700 nsurancs intermeadiaries brokars
and agerds). [ distriputes all products sold
through irtermediaries including commerciat,
parsonal and sural insurance, and workars
compansation, and undarwritas all commeroiat
prodicis (excent workars compensation),

The division ailso manages our 50% staka in
the Associatad Marine Insurers Agents and
Mationat Transport heurance businesses,
Agsociated Marine s the leading agent for
marine insurarce n Australia and is a joint
varture between CGU and Zurich Austraiian
suranca. Natioral Transport Insurance s
Australia’s eading truck insurance compary
and is a joirt vanture with Promina,

The ntermediary Business division parformed
strongly acress all insurance linss during the
yaar by rhaintaining strong customer
refationships and a commitment 1o disciplined
drderwriting. This was achiaved aven as the
intarmeclary landscape aftered in the face of
compeatitor acouisition prograsmmes and
rokear consolidation iriggered by the
Australian FSR legigation.

Car focus on the customer saw us negotiate

anhanced raladionships with international brckear
faciiities in Austraiz, We were also appointad
as the praterrad insuwrer by ey broker cluster
groups, Boludirg IBNA, OAMES, Austbrokers,
Stagdfast and FIBA. Thase achisvaments,
combined with our angoing partnarships

with heartland customers and rural aliances,
inclucing Wesfarmers Landrmark, Robarts and
Canegrowers, servad 1o stimulate GWE growth,

We took a proactive appreach to assisting

our agerds with thelr businass and compiianca
obligations refgted io the rolicut of FER
legisiation. Associated FSR fraining was
implemantad acress the 80 strong branch
network and across our extansive awthorisad
rapresentative network,

At the same time, following research among
our key intarmediarias in NSW and Victoria,

wa introduced more congistent claims
managemart procassas in 2l states and
tarritories. This has dalivared faster and sasier
access for clants to lodge claims through their
chosen intermediary. We also intreduced &
taleiodgement pilot for commercial clarns

i Victoris, with & view to a nationat rofiout
winen the resuls are avaluated.

Dring the next 12 months, opportunities n
regional and rural areas will ke constrairad
pecause of the ongoing impact of the drought.
incrassed meykat competition i all areas is
expiactad, particudarly in the small to medium
erderprises and mid-sized cormmercial
sagments, bul condiions ramain favourable
for growing sales and maintaining satisfactory
orcfitability, We will halp to drive sales by
cortinuing to nnovate with a broad range of
market refevant products, particulary driver
by wab-based delivery.

Cur FPersonal Injury operation ncorporatas
compulsoeny thind party motor Eshility (T8
and workers compensation procucts and
sarvices. Pubdic dabiity claims associated with
homea policies atec form part of this operation.

We have amerged as the leading insurance
group in Australian workers compensaiion,
and we operate in avery state and teritory
soherme with privade sector involvarnent,
Cur workers compensation business rades
as G0 Workars Compenisation in af locations
apart frorm Sowh Austrais, At the requast
of 34 Workers Corporation, we operala in
South Australia as CGU NBMA Workers
Compensation as an interin step before
maoving to the CGU brand.



Usirg tha NEMA Insurance brand, we are
the lrgest TR insurar in NSW. We aiso
havve & 100% market shara of CTF i the
ACT and ara currartly maintaining our smad
Quaesnsiand businass, As of 4 July 2003,
we no longer marags TP claims in
Scouth Australiz, After more than 30 yoars,
e State Government made the decision
sarfiar this yoar not to renew s Motor
Acciterts Cormynission CTR claims
ranagameant contract with SGIC.

Ouring the past year, the industry anvircrment
has remained vary competitive, both for
CT# aret workars compensation.

Despita this, we further expanded our position
in the CTF markat, increasing policy rumibers
by absout 100,000 so that we now hava
approximataly 1.7 milion policyholders in
NSW. The primiary reasons for this market
growth are increasad vehicle registrations and
that we continue to offer the most competitive
razes for mest risks, evidenced by the fact
that we are the chaapest provider for about
705 of the NSW markat,

The workers cormpensation Businass achisved
very gocd outcomes during the recant 30
June 2003 ranewal pariod, a critical time for
our cearations because about B0% of national
pokcies ranew duing June sach yesr, Notable
achisvarments during this period include:
» The retention rate for national accounts
was over 97 %;
= Soveral large new national and state
accounts ware obtained;
® | South Australia, e only opportundy for
companies 1o change agants s at 30 June
aach yesr, and we incraased market shaye
by alrmost 2%, ard
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® Our markat sharn in NSW has incraased
by almost 1%,

The success of this renewsl pariod means

WE TTOW Drovids workers compensation
inswrance 0 more than 187,000 employers
rationally, covering an estimatad 1.7 millior
ermpioyaas. i also suggests the CGU acauisiion
has peery well receivad by amployers and
brokears, and that they are confident the
cormbined groap will be sble to deliver an even
Righer level of service and compeditivaness,

As the fargest personat injury insurer in
Alstraliz, we are well placed o participate

in discussions with governmenis and the
corrnuriy about the future dirsction of the
incusings palicy snvironmant. Armong our
recant work ir this ares was the detailed
subrrission 1o tha curent Productivity
Coemrmission inguiry into OHS and workers
compensation. The submission argues for
more nationally consistent workers
corpansation arrangaments, which would
impreve eficiency and alow private insurars to
piay a greatar role in undenawriting. The inguiry
is expectad o be complated in 2004,

Reflacting our focus on safety and deveiopment
of new customer sarvices, during 2002/2003
wa gaired accraditation in Victora for our Healih
& Safaty course, This course, which aims o
help amployars minimise the incidence and cost
of workplace sociderts, provides basic OHS
iraining to maragers and safaty staff on a fee
for sendce basis, The cowrses commancad in
February 2003 and, to date, four seriss have
bean conducted,

W aiso piloted a Woerkplace Health and
Racovery programme, which & now baing
roled cut more widely, By sharirg detailed
irfermation on inury treatment and ways

o amprove risk management betwesn

tha injured worker, treating doctor, employer
and insurer, the programme aims 1o improve
health outcomas, Tangik benefits of this
approsch are being seen, with one of the
large empioyers that participated i the piiot
axperiencing & 84% reduction ir ils averags
claims cost.

W will continus to cament the intagration of
o acoplirac workers compensation operations
rigtionally, as well as CGUSs CTF claims
portfoics, Particular arsas of foous nciude
maraging the changs in brand for workers
cormpansation nagionaly and further improving
e parformance of our combinad operations,

The acquisition of CGL orovides us with ancther
opporturdty o axpand our distribution networies,
For CTR, we are explionirg partnership
arrargernents with a number of orgarssations

in Queensiand. We wil also work closely with
e [mtermediary Businass operation 1o identity
digtribtion and sales opportunities for our
WOKENs cormpensation procots,
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Ancther majer priority for the year alasad
is 1o davalop further new producis and
servicas, which focus on improving safety,
and reducing claims costs for amployers,
Sigreficant attention will also be placed on
anhancing owr data analysis capabiiiies to
anable betler risk assessing and analysis
of trends in claims parformance.

The |AG NZ business has grown and
strangthened sigrifcartly as a result of the
aoguisiiion of NZ»which was compisted in

ardary 2003, With approximataly 40% market
share, we @re now the leading general insurer
in New Zealard in both the dirsct and
intanmediated channeis, and hold strong
positions i all gesgraphic markets, nckding
the very important Auckland market,

Trreugh the New Zealand iniegration process,
wi hawve mgirtaned Siate as our direct brand
and NZIas our ndrect brand, captaring the
heritage and customer loyalty those brands
carry i New Zeasland, Our Cicle brand, which
was launchec i April 2001 to speciically
focus on distributing our products through
proker networks, is baing foldaed in undar N2I.
We also retained our "AA Standard & Poor's
financial insurer strength rating. A scheme of
arrangsment, approved by the New Zeatand
High Court o 21 May 2003, means N2
policias are now assigred the ‘AA rating 1oo.

The halmark achieverment for |AG NZ during
the year has bean its succass with the
intagration of the State and N2t businsssas,
while delvering improvernents across &l

ray business indicators. Our cusiomears’
continuing satisfaction with our insurarce
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service is refiscied in o research for the year
anded 30 June 2003, State delivered renewal
rates of 939% and clains satistaction of 88%.
N7 reportad renawal ratas of 88% and claims
satisfaction at 84%. Wae balieve NZI's lower
seores on thess measuras reflect the fact that
wa have less abifity to influence the customer
axperience through the broker network,

ntegral to these overall succasses, we
continuad to build on the foundation created
Dy ol nationad operating moded, introduced in
2001 1o answre consistent policies,

processes and people management,

Project Endeavour, which was launched in
2002 to re-anginesr all our precesses and o
and from & customes parspective and replace
our legacy information technology systams,
was axpandad to includes the N2 businass,
We are on track to launch our single
intagration technciogy platform for [AG NZ

py 30 dune 2004,

Supporiing o afforts 1o move {o & single
cLiture under the |1AG NZ orand, we began

the initial rofiout of the 'Good2Great’ pecpis
programma, As ndicated by the programime’s
name, i s aimed &t supporting the
transformation of two very good organisations,
State and NZI, irto ore truly graat one,

We also successiully renewed our key
corporaie parners relatonships with

ASB Bank and Bark of New Zeasnd,

and meovad them: 1o a mare commestialy
sustanable footing, Our new agreements
take nfe account the true cost of distribution
and irtroducs mutuaity in the relationshio.

During the vear, we launched & new focus
to dediver on our social responsibiity as
New Zealand’s leading insurer, This is
consistant with insurance Australiz Group's
commitment to salety, the envirenmant
and the cormmunity. Ore of the maior
initiatives currently under way is a national
oartnership with NZ Fire Service aimed at
encolragng the uss of smoke alarms and
domestic sprinkler systams, Another is o
wiorle with tha Thames Council, foflowing
el year's weather bomb, detailed on
oage 3

We are or schaduls 1o complets the
mtegration of NZI and deliver the targated
synergy benafits of $20 million pre-tax per vas
Hand in hand with irtegration, wa will

continue to implement the ‘Good2Great’
pecpe pregramme. Wa will aiso focus on
cormplating Project Endeavour and

improving operating efficiencies.

Buring the year, we continuad to nurtura
cur other intermationat business interests,

21



inciuding the CAA roadside assistance vanture
in China, & strategic shareholding i the
publich-lisied Safety Insurance n Thaiknd,
and a cooperative agraament with AlO|
Imsurance of Japan,

The CAA joint venturs i the largast roadside
rescue crgansation in Ching and s providing
[rsurance Ausiralia Group the chance 0
participata in the new business anvioniment in
one of the world's fastast growing ecenomias,
Similar to our own ofigins, our CAA strategy is
to axtend our roadsides assistance service o a
rririber of provinces in Chira and, once wa
have obtained scale, congider appiying for a
fcanca to supply motor inswance o our own
chierts in that market,

Safely Inswrance s tha fitth largast motor
insurer in Thailand, Our interest in this
business is starting to contribute positivaly o
our rasults and, with our tachnical assistance,
wis beliave it wilt continue profitatsis growth

in the Thaliand genaral insurances markeat,

Firalty, our allance with Al Insurance
prayed an irtegral rofe 1 assisting tha
Group's Busirass Partners team 1o secare
the thres year exclusive centract with Toyota
Finance irn Australia for ke insurance neads
of Toyota and its customers,

Wilhile tha Group's focus for the next year is
on irrpreving the businesses we already own,
wie are underiaking research on potential
irternational opportunities for the madam
term We will seak opporiunities {o everage
our core competancias with partners lor
whom these can add vaie,

22

ChaarViaw Retirement Soiutions spacialises

in retirgment finarciat acdvice, providing
persenalized, practical mvestment solutions
to help customers maintair their ifestyle

anrd financial position in retiremers,

ClaarViaw currently oparates i NSW

ard the ACT. Lifa risk insurance products

are also distributed and managad through
this Pusiness urit under the NRMA Life brand.

Despite a prormising responsa by customarns o
the Cleariew brand launched in February
2002, the past year has been a challenging
one for the financial planring induastry in
Australiz, Giobal sconomic urcartainty
surrourding ihe ragh conflict, 3ARS and the
thweat of terrorism, and the poor peronmance
of global and domastic aguity markets during
the yaar, have resuited 0 negative annual
growth for the indusinyg

Facad with this challanging operating
ervircnmeant arch what was stil a very raw
brand in the markat, i is 30 the ClearView
teamn’s cradit that since Jaly 2002 ClearView

has baan rated among the top three
nomparies considerad for retirement
acvice by customers in NSW and the ACT,
according to ndepandent ressarch
organisation, Miliward Brown,

This achigvarnant was mads possible
becausa of the flexiblity and dadication of the
Claarview team o finging naw ways to build
sates and nspire confidence with customars,
while continudng to meet and excesd all
refavant sgisiive reguraments,

Claanview ntroducecd a variaty of
cormmunication rmaterials o help continue
o demonstrate the value of a practical and
refevart approach to advising customers

on their #nancial fulure. Thera was ongoing
rairing and aducation for our consultants

10 keep therm nforrmed sbout cument market
issLes such as business oycles, rsk and
return, and compliznce,

Claarview continded its efforts to builld prand
awvaraness through marketing. Buiiding on last
vears Australian Adverlising Asscciation gold
awarch-winnirg campaign, ClearViow faunchad
a series of successful campaigrs to further
Righlight its focus on helping everyday
Alstralizns secure thelr fulre,

The life risk insurance business has continued
1o parform vary well, raturming soiid profits on
asmal, growing book of business,

With a difficull invastment anvionmert
axpectad to continue during the next year,
ClaarView Iz deveicping ds sales and service
rmodal toimprove its saies results and
custormar satisfaction, whils maximising
shareholder value.



Insarance Australia Group is strongly
corfmittad to achieving its buginess goals
while protecting and promoting the socia,
aconcmic and environmantal walibeing of the
many cormmunities in which we operate. Our
airm i 1o create further value in the Company
and for all stakeholders, including sharshoiders,

Our xey focus areas for afgning sharehoider
g secietal vadue are the anvironment and
sadety. This is a logical fit or two fross, Fist,

it rrkes sense 1o invest owr efforts in areas in
wiich we have expertise, This is whare we will
have the greatest impact. Eouipped with our
arderstanding of risk and claims, we can help
make our reads, homes and commurdies safer,

Sacord, changes in the erviranment

and safety factors such as orime have an
ancrmous impact on our business, They
influerica cur abifity to calouiate risk, pay
clains and provide affordable insuranoce -
oulr primary busness purposa. By halping
raduce environmenial damage anc improve
safaty in our communities, we wil hepefdly
raduce their impact on our business in tha
yaars io come. This will camant our ability
to pay clgims and build value for our
shareholders in the future.

Bafore committing to goals and actions in thase
rey sreas, we had to deveiop a desper
understanding of the sock! and erviormentat
irmpacts of our buginess, includirg our
arvironirmantial fnpact and o workplace safaty
racord. Part and parcet of thes process was
puiidling a new appraciation cf how major
societal issues and chalienges, like climate
change and crime, can affect our core business
orerations and stakeholder relationships.

Faliowing our intarrogation of thase issues,
wa deveicped a Groupwide strategy 1o
address the growing sxpectations of our
paople and the community Tor us 1o parform
pettar on social and environmaental issues,
This iz a long tenm strategy. although we
hava made important progress this year
through the initiatives outiined below,

Safaty starts at bome. We are Australasia's
leacling privade sector provider of workers

compansation sanvices, so the oras is o us
to Lse our expertise and build isading safety
practices in our owr organisation. Ow goal

is simeie o ansura no empioyes at Insurance
Australia Group suffers an accident in any of
OUN WOTKDIBOES,

Ciring e past yvear, we have made signifoant
inreads ito ireproving ow workplace sagety, Our
CED is the Chisf Safety Officer, signalling the
importance of safely 1o the entire organisation.
We initiated an aud? of our safaty performance,
developad a safely programime hat bagan with
safety training for all managers, and established
an Organisational Safety Commitiae, And we
rolled out & safely charter, which provides

s bluepdint for developing ard mainigining
gystems that wilf lead hdusty praciios. Added
1o this, all New Zealand employeas warg given
& home srmokea sarm in May, 1AG NZs partrer,
NZ Fira Serviga, actively supporied this intiative
oy malkdrg its personnel troughout the country
avalable 1o amployees whoe reguirad assistance
o fit an alarmn,

We havae numerous sducation programmas
and activiting that aim 1o buld awarenass
around how people can reduce risk o their
lives and businassas, These includa small
pusingss saminars, information on pur
wabsiie, and thaft forms.

Cuar comynunity prograsmimes and partnershins
also reflect our commitment. Our national
Community Heip and CrimeSafe grant
programmas in Australia support iceal
community projects and groups in they
afforts e reduce crime. And through o
new partnership with St John Armbulance -
Australa’s kading provider of first aid iraining
services - we ars promoting st aid courses
and rmateriais to our customers and oy
paople across the country. By supporting

St dohn's voluntear first aid and smargency
services, and providing for local crime
prevention nitiatives, we go & long way

toweards achieving our goal of making
our cormmunities safer for ail

G community portfoiio also includes imporiant
regional programmas and parinerships. These
inttiatives includa NRMA Careflight Emergency
Services halicopters in NSW and the ACT,

St Life Saving in Scuth Australia, and State
Emergency Senvices and Kidsafe in
Cuusensland, Westarn Australia and NSW.

The severe impacts suffarad by ihe community
as a rasull of axlrame waather are compaling
evidence of climate change at work, We are
a leading advocate for reducing the risk of
further climate change, which we discuss in
rmore detail i an earler section of this report,
As an insurern, we also believe it is our
ragponsibilty to addrass our own energy
efficiency, water usags, greanhouse gas
ermissicns and product design, al of which:
have a significant impact on climate change.
This yaar, we started down this path with
racycling programmes, enargy efficiency
reviews, lowar papar use targsts and
racuced traval,

Significantly, in May we aiso became
sigrtoriag fo the United Nations Environmment
Programme’s Fnance Initiative {UNERP FI,

We are the ordy Australian-headguarierad
nsuranca company to e pari of UNER FL

Cur prirmary aspirational target is o raduce the
amount of greerhouse amigsions for aach of
cur emplovees four GOy foolpring by 15% in
20032004 and 10% in tha following vesr,

as measwred by tonnas GO, per full-time
eglivalent position,

We are also working with othar important
stakaholders, such as our suppliers,

toy reduce thair ervironmental inpact,

For example, wa partnered with the smash
rapay industry 10 daveicp more efficient
wasta disposal and recycling strategies,

And we unchad the “Greensafe’ Car Profiler
faraea PETTRRLCOML B carprofiian, which halps
materists compars the ervirenmeantal, safety,
econory and security featuras of a range

of vahiclas, This world-first anline tool

heios consumars make aducated and
environmertally awsre decisions about

thelr next car purohase,
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Insurance Ausiralia Group's corporate
governance structure and suppoeriing risk
rearggameant rameawork provide a sustainable
Batance of our cors business functior: of
paEying clans and providing insurance a

an affordable cost with our responsiiity 1o
provide fag and stabie returns to shareholders,

The Insurance Ausiralia Group Board
is accountabie 1o sharenolders for the
perforrmanca, operations ard affais
of the Giroup:

» The Board drives tha strategic direction of
ihe Group by approving corporate sirategies
ard setting goals and policies, Specific
policy arsas irnclude risk management,
irternal complianca and controd, codes
of conduct and legal complianca.

# The Board monitors managermarnl’s
paricrmance and sirategy implemertation
ard is responsile for appointing and
removing the Chiaf Executive Dfficer ICED),
iher Chief Financial Officer and ihe
Compary Sacretary.

# The Board approves managemant
recommandations on maior expenditure,
capital management, and acuisiions
ard divastments as wall as raonitering
iha firgncial parformance and reporiing
of the Group.
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The Board delegates responsitity for
the day-to-day operations and administration
of tha Group to tha CEC.

The Board is commitied to ensuring indivickias
Oiractors clearly understand thair temm of
office, duties, rights and responsibities as &
mermber of the Board. To that end. the Board
haws developad a charter {0 presarve existing
practicas. Al the same time, ali current
Diractors have been issued a formal Biter
ackrowledging respensibilities, Formal
appontment leiters have also been
devaloped for naw Directors.

[rsurance Australia Group takes athical ard
responsicie decision making very serioushy,

[ axpects its employaes, including Directors
and exaculive managament, {0 de the same,
as reflected inthe Group's intermal policas
arcund conduct, continuous disciosure and
insidar irading.

[risurarce Australia Group's Code of Conduct
extends to all paople amployed by the Group.
The code is designed to ancourags ethical
ard appropriate behavicur i all avanues of
work, based on the followng principles:

= Acting honestly ard openly in ail dealings;
® Corplying with alt laes and indusiry
codas thad reguiaie our activities;
& Aniding by our rules to preverd insider rading;
» Maintaining confidertiatity; and
» Avoiding corficis of irterest,

lrr keaping with the CGode of Gonduct
and the spidt of continuous disciosure,
nsuranca Australia Group is committad
to ensuring sharenolders are informed of
significant developrmants for tha Group.

i announcements 1o the Australizn Stock
Exchange are irrmnediataly postad on

ihe Group weabsis, weanwiag.corm.aud,

and proactivaly relayed to regisierad
shareholders through an emall messaging
senvice, Briefings are weboast where practical
art copias retained on tha websia for sasa
of access. Madia coverage of key avenis

is @is0 sought as a means of delivering
irformation to sharehoidars and the markat,
Formal commaunication with sharehoiders

is aiso conductad via tha annual repor,
irterin report and at the Annual General
Meeting (AGM) of sharahciders.

The Group’s Continuous Disciosura

and Insider Trading Policy rainforces cur
cammitrment to continuous disclosure, as wel
as the ragponsibility of all employees regarding
price senstive information and nsider trading.
The policy inciudes a protocel outiining how
irformation is releasad to tha public and
focusas on mproving continuous discioswre
ard accass to information for sl investors,
The policy aiso provides exarmpies of what



coult constitute price sensitive information and
how knowledge of such information prehibits
share frading. A Share Trading Protocol sets
the framework for employes daalings in

|AG shares ard related interasts, and aims

to pravert the inadvertert breaching of insider
trading laws, Thea protocol specifies that,
subject to not being in possession of prica
sensitive irforrmation, Directors and designatad
amployees may ondy buy or sail shares o
options n the twe to 30 day pericd
irmmediataly fofowing the Groun's sic monthsy
resuits announcernsnts and the AGM.

Ciuriryg the past year, both the Coda of
Conduct and Continuous Disclosure and
Insicer Trading Poloy were recirculated to
all armployesss and are displayad on the
Group's nfranet system,

With the exception of the CEC, the Board was
cormprised of nine non-exacutive Directors,
including the Chairmean, during the year 1o

20 June 2003, The Bosrd has subsequenty
introduced a standard terure of around two full
Hras-yess termms or approxinmately seven years,

waith gy e exdensions only by invitation of
the Board. In this context and in view of thair
lergth of service, Direciors Marse Callaghan
and Mary Eazson advised they woudd not
stand for re-slection at the November AGHM
and retired from the Board, affactive from

+ September 2003, Foliowing this, the Board
has resolved to reduce the number of
Cirectors to & tolal of sight.

Imporiacely, the roles of Chainman and CEO

are separata, as set down in itha Board chartar

and consistart with our aim 1o maintain an
appropriata division betwean the roles and
responsibiities of the Board and managemerd.
The Chairman acts as a menter te the CED,
facilitazed by contact at least weelkdy, and as
the primary corduit betwaen the individual
Directors and management,

The non-exacutive Directors are all
indapendant, The seaecfic axparanca and
axpertise of aach Diraclor is set out on pages
24 and 25 of this report,

Tha Board is scheduked to meet formailly
approximately 10 trmes during the year,

Suppigmanting these meetings are the bianrus
Board strategy forums with the exacutive team,
which were hakd in Septermber and April during
e past firancial yvear, These two day strasegy
forums facilitate in-dapth aducation on and
analysis of araas of the business as well ag
lorger-term focus areas ard strategic irdiatives,

Cirectors are also nvelved in & number of due
diigence meatings around specific Company
davelopments, which during the past year
included the CGU and NZT acouisition and
associated funding initiad

My acdcltion, msuranos Australia Group has
tres standing Board Committeas, sach with
charters and established operating procedures,

The number of Board and committaa meetings
held during the vear is set out on page 35,

The Chairman's Cormmittes can have up o
fiver rearmbers, who most be nor-executive
Directors, Currently, the members of this
commitien are James Strong {Chairrman),
John Astibary and Howan Ross, Commities
mestings must be heid at least fowr timas

a year

Thi main responsibities of the Chairman's

Cormmities incledas:

v Ensaring the Group's overall remuneration
policy and approach f the strategic goals
of the Comparny;

» Monitoring the effactiveness, infegrity and
cormplianes of the Group's remuneration
and human rescurce policias and practices;

v Raviewng Coard perfonmance and
cerrposition, and recommanding candidates
for apocintrneant to the Beard: and

29



= Corsidering social and ethical impacts of
ihe Group's Dusiness practices and setting
standards for social and ethical practices,

The Audit Committas can hava up to five
rmembears, Who must be non-axecutive
Oirectors. Currartly, the mermbers of this
cornmittes are John Astbury (Chazrman,
GeoHrey Cousing and Anne Keating.

The main responsibilities of the Audit
Comrmittes nciide:

» Exercising due care, diigence and skl in
restion to the Group's full and half year
#nancial reporting to ensure | is consistant
with committes members’ information
and knowiedge and sufficient for
shareholder nesds;

= Monitering the application of accounting
ard actuarial standards, policies and
praciicas Dy serdor Enancial managameant
when preparing full and half year
fnancial statements;

» Raviewirg the internal audit funciion and
anternal finsncial reporting arrangements

ircluding auditor engagemenrt, rarmuneration,

indepandence and effactivenass,
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= Meating with aach of the external auditor,
Approved Actuary and consuling actuaries
on at lsast an annual basis without
management baing presant; and

» Raporting to the Board on alf matters
relavant to the comumittes’s responsibilities.

The Risk Management & Compliance
Committes can have up to five members,
whio must e non-executive Directors,
Currently, tha members of this committes are
RHowan Hoss (Chaimarn, Dominigus Fisher
ard Neil Hamilion. Cormmittes meetings must
b heted at least four times a vear

The mair responsiilities of the Risk

Manzagement & Compiliance Committas includa:

» Ovarsesing the Group's risk rianagemernt
systams, practices and proceduwras to
ansra offectivenass of risk dentif
and rmanagament, and complianes with

calion

irternal guidelines and extermnal raguirements;
» Reviewing and svaluating the Group's intermal

cortrel aysterns 10 ansure effeciiveness;

= Approving and monitering progress
against the operational risk plar on
an annusl basis,

» Meating with aach of the Head of Group
Risk Compliance ard the Group Gereral
Counsal on at ieast an arousl basis without
other managermant being presant; and

» Haporting to the Board on all maters
relevant to the cormmittes’s responsibiities,

[msurance Australia Group's appreach to
reanaEgng fsko s a kay criterion in avabuating
the performancea of executive and senior
ranagement. The Board actively promotas
a cuitura of ransparsncy, encouragng early
ard cpen commanication of risk, To faciitate
this oper culture, the Board provides open
accass 1o the Chairs of the Board, tha Audit
Committes, and the Risk Management &

Complanca Committas, in particuiar,

ihe Group has estabiished machanisms for
rapid sscalation of mporiant matters to
refevant executives andfor Board meambers,

The Chairman's and Board's approach to
understanding risk maragsment franslatas
diractly info the selection and appoinimant
of candidatas to key exacutive postions.

lnsuranca Australia Group strives 1o ensure its
Board colectively possessas the necessary
axpertisa in neurances as well as & range of
refgied and more generalist skils,

To that and, before Directors are appointed
ihey st dermonstraie & range of skills
ircluding indusiry krowledge, strategic
planning, execative managerant, customer
resgtions, finance, and legal and human
resourcas axpartise, Wihin these arsas,
iha following experience is regardad as
irportant though net adaustive;

¢ |Long term planring in socil,
pusinass and raguigtory frameworks;

¢ Abilty to work in team arwircnments;

¢ Krowladge of, or experience in,
agocountng and reporting issues:

¢ Worldng with executives, internat audit
and risk teams, and external auditors;

¢ WWarling with industry bodies,
raguiators and govarnrmaent;



s Establishing policies and athical
standards of corporaie behaviour; and
s Challenging views and proposals
and taking well researchad risks,

The Group also encourages the engoing
aducation and development of ds Direciors
and management team to ensure they can
axpancd and renew thair skils and carry owd
their duties effectively,

Frem the outsat, new Diractors and senicr
axecutives Mave sooess 10 an oriertation
programme to intreduce the management
toarmn and detail the Insurance Australia Group
nusinass, A programme irtroducing tha
fundamentais of general insurance s
availatle 1o Directors and executivas,

Ag required, Directors may take independent
profassional advice 10 assist with discharging
their duties efficiently. A Beard-agraed
procedure aliows Directors to obtain advice
at the Group's expensa, subiect o prior
clearance with the Chairman.

Every vear, an independent party,
commissioned by the Chairman’s Comimittes
dridartakes an evgluation of the Board's
performance. This year's raview was carried
out by Rosemary A Grieve & Associates,
The Chairman has sinca met with each
Director fo discuss the recormmendations
fiowing from the review and agree action
plans as requirad.

[nsurance Austraiia Sroup’s approach

to compensation arangamants for al
amployees, ncding Directors and
axecutives, is based on ansuring we
can attract and retan the best people to
cirive corporate parformance and deliver
ratums 1o sharsholders.

Compansation for execudives is structured
as a mix of fixad ramuraration, short and

long-tarm incentives and is focused on
renvvard for parformance. Base pay is argated
at the market meadian for axecutive roles in
simifar-sized Ausiralian companias,

Compensation for alf other employess is
structured as a mix of fxed remuneration
and short-tenm incentivas,

Every employas [axciuding Directors has the
capacity toasn at least 10% of thel base pay
as a shori-term incentive, Short-term incentives
g Liged to rawsard excellert parfermance,
Incantive paymeants are determined based

ore & range of corporate, team and individuel
measures that relate to financial pardormance,
customar sepvice, paopis managerman, risk
maragermant and community ergagement,

The frarformance Award Rights Plan is wused
to provide & leng-term neentive cpporiunity
for tha CEC and other selpcted exacuiives,
FParfarmance Award Rights are rights over
issLied ordnary shares, Rights granted under
the plan may be exercised for shares if a
parformance Purdie s mat and a nominal
amount is paidd, The performanca hurdle is
nased on the performance of the company
fmeasurad by toial shareholder raturn) in

corrpariscn with the othar companias that
cornprise the SEFASK 100, Tha performance
hurdle is tested in the pariod betwaen three
and fiva years after the rights are grarted.

insurance Australiz Group no ionger
issues share options to executives over
uniesLiecd sharas,

Base fees for non-executive Diactors are sat
accordng to axtermal advice. The paymant of
Directors’ fees also seeks 1o align tha interasts
of Directors with thosa of sharsholders

by reguiring them o receive a1 least 20%,

and up 10 890%, of thair annual Dass fee in
IAG shares, rather thar cash. No other
aauity-based remuneration is availabis (o
non-axacutive Direciors,

Following consideration of changing views on
non-axacutive Direciors ratirement benat:
arrangernents, the dacision has been made
to freerea the operation of the non-exacutive
Directors retirement benefits schama with
effact from 1 September 2003, This maans
wewill parmit no further acorualis to existing
panefits and ary rew Drectors will not be
adhmitted 1o the scheme.

in consideration of the cassation of retirement
panafits and the increased size and complexity
of the Group, includirg addiionsl duties

cn supsidiary boards, remuraration for
non-exacutive Directors & being increased
with effect from 1 Septermber 2003, This is

the firsi change since the Sompary listad
threa years ago. The base fes will increase
fror §70,000 to §100,000 par annum,
with the Chainman's fee being mantained

at three times the base fee per annumn, Under
the new fea arrangement, the Chaiman doas
not raceie additional feas for sarving on the
Chairman's Cormmittes or for sarving as a
director of 1AG Re.
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For the year ended 30 June

Snsurance Australia Group Five Year Performancs -
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> ;_"-Ord nary share price 8t 30 June (B - -
CHA0% Reset preference share (AGPA} price at 80 June ¥$} e
-4 81% Reset preference share {IAGPB) price at 30 June {$) -
- Ulesued ordinary share capital (milion shareg) B

L wia

: : - lested reset preference share capital {million shares) L L rda _
1 Mearket capitalisation (orclinary shares) at 80 Jure (Sumifion) T a0 e
S 'Net tarag|b £ assets bc;ckmg per erdiraary smre {E) E! e

-, The 2001 d|$clcsurﬂ represents the cansoi clated result of Insirance A%j&fi’dlléi Gmup i_lmizerj assuring it acouired nsurance Ausirahd Lmlted
- ormery NRMA InsUrance Lirmitec and its controlied entiies or 1 July 2000, This will differ 10 the reporied statutory result that is based on the dats -
. of apguisition, 22 July 2000, Al other prior years represent the consolidated results of nsurancs Australia Liemited formerly NRMA Insurance Limited).
. TFhiis neluckes an inital GST expense on cutstanding claims of $56 milion in 1999, dernutualisation expenses of $15 milion in 1809 and $61 milton 3_'3_
-.. I 2000, the recogrition of defarred acouisition costs for certain general ingurance portfoliog of 80 milion in 200(} cmd prefrt on dl&pQScL of
T NEMA Bullding Sosisty Limited of $45 milion and “Stare the Futire” Btigation expenges of $1 2 millior ir 2002. e
5 Nat profit/loss) attibutable 1o ordingry shareholders 1 average ordinary sharsholders” eouity. - S e B
- A& e 2001 figure reflects g Tl year operating period assurning the SO isition of iﬂsurdnce Ai_if:-tfcﬂiél Lamized {formerly NRMA imgurcmce i_m et
- _' occ:_:rred on 1 July 2000 The re{_lorteti szatutozy fzg,lre is 0.02 cenis. o




The concise financial report has been derived from the consolidated entity's 2003 full financiat report. The concise financiaf report does not, and cannot be expected to,
provide as full an understanding of the financial performarnce, financial position and financing and investing activities of the consolidated entity as the 2003 {ull financial report.

A copy of the Insurance Australi Group Lirmited 2003 fud financial reports, including the independerd auditors' report, is avaitable to alf shareholders, and can be accessed on
the internet at wwwiag.com.a

The Directors present thel repor? together with the cotwise Snanciad report of the coras,o dcited emz:zy, bemg in:aumme A!,!S‘tf'dl[d Group i._mtted cmd |ts
. gontrolled sritties for the year gnded 30.June 2003 and the dud|t¢rs, Teport mereorg i :
- ZThe fc;lic:wmg termmoic:gy i ysed ihraughaut e fingngist repori

e AG, prarent endily or Compiany — isurance Austradia Groop Hmited, .- - R I o e
- IAG Group, Group or consgiidated entity - the corzst}hcicﬂed ertity {:Jrzstizuzed by imsurdr & A%.iStfdita Gmup Limitect and |ts c,ommlleci emmea

The falla:}wmg persom; he%d oﬁ” oo ag D fectors at arry irne diging or ginee. me fmaﬂma% YL

B Ja (.}ames} Strong

- A JF {dohe) Asthry appo?med 25 july 2000 -

T hrs MG (Mayoe) Callaghan appoirted 19 Jure 2000 .
WA GA (Geofrey) Cousiris appoitad 25 Juy 2000
- “Mirs M {Mary} Easson sppointed 19 Jure 2000 -
- Mg DG (Dovrivicue) Fisher appoirted 19 Jure 2000
W ND (Neil) Harrition appointed 19 June 2000 -
b A (Anng) Keating appoirted 19 June 2000
- Wir RA (Rowan) Boss appoitad 25 Jdy 2000
MM 0 chael) Hawker appointad 1 Deceraber 2001

Part[culars {3{ the DJYGC’IC)FE:- quaﬁ:c,auorgs and experlerzcr; e sei {)ut on pagea 24 and 25

e priecioal commu;r;g aJ:‘h\.rrtres os’ ihe JAG Gmup are the uraderwrltmg c}f general tn&urc;race, _rem;meni qemces. cmd other wmoza{e serwcas Sﬂd -
: -m\.reesmg acthdties. ! ) .

L The Group recorded a net profit attribtadls 10 sharehoiders of $183 miliort (2002 — $25 milion toss). Included within these results s the 6 monthg ™
" pettonmanee of the CGEU nsurancs Austrefia Linited Group (CGUT) and Belves Investreent Lirnited Group ("NZE) which wers acouired in Jangary 2003, -
::The uriderlying business cortinues to perform steongly with geowth in general instrance undenariting profit to $108 rmlion compared with $142 milion - '
in the pravious period. This s despits an expeﬂs,e Qf $ai r‘rulhc}n foz“ reem,zcturmq cosats it respeci of thﬂ BCOE srt[on {)f CGU/NZi w uch has been ing; (}L'Sed _-
i thie cugreent yoar. uﬂderwnz:rzg sesUl

-k gh ights of the Group’s peformancs inciuda: 0000 o e L SR e e
. Prarriuem growth: Grogs written premiurn was 38,180 milton, repreeerttmg artingrease of fio% on the preyf ous; yr:&f Gmwm is atirlbuiabie to the'

acyuisition of CGUMZE and the gensral growth of the business. - EE S )

_The combingd ratio of 95.7% includes $45 million of tegration costs Adjusted for this mr; c,c:mb nad mio was ¢4 i’ % far, the year e e

“The expenss raio of 23.2% for the vear compargd with 18.7% in the previous year The inorease inthe expen:ae f‘d‘EEO i, pﬂmarsly due %c} qmwih_

et intermediary business through the acouisition of CGUNZ, resulting in higher commissiong expense. . - o

C-Bhort-tal underwriting cortinued to perform strongly with & combined ratio {claims and Underariting expenses () rzet eamed premsaxm; {)f 93 7,

.. which included 37 million of integration costs accounting for 1.2% of the wmbmed ratio {2003 9&: 5%) e

The long-tall porticlio performed strongly with the: cornbined ratio of 102.2%. ... e o

L Our internationad resits were also sound w;m a conbined rafip of 88.3%, compared t0.96.5% in 2002,

"'Totd] irwestrnent revenue included i the ac‘msohd&%&d niet profit for the vear was $596 miflion, cornpered o 8 loss of Sﬁ{} rriliors i 2002, The 1AG
" Group oltperformed e fiked intersst and international equity benchrmarks and wes marginatly behind e Australian equity benchreark returm, -
- The negative retarns on local and oversess equity markets resulted In lower then articipated rvestrment returrs In the period. The policy of matching -
Cinsurance claims Hablities with & fgh proportion of fiked interest investments has enabled ihe posmve mvesirraﬂni retuma {mm Ms c%as,s. tc: of fsei or,

drorpranise the Increage In gurance labilties associaied with movernents in interes! rates, -

CRurther mbrmahm o, ma Gmupa resaslt amcﬁi mmew 0{ Qperattoas; e bﬂ fc:und m the SU June QDDS Envestor Rep»:)rt oy ﬁ"ze Compdnys websﬂe
._'-\.wvwmg COMLAL L SRS




{continued}

- Arsurerice and investment operstions are, by thelr nature, volatie due 1o the exposure to naturgd disasters and industry cycles and thus profit predictions L
-1 are difficult. However, the Directors concur with the market perception that following structural change in the mareet place and current low rterest rates, '
st corning few yesrs are fiely to bs a fa\fcaursmle erwlronmam fc;r gﬂnerdl msamnce m our reglsn We COflb[CidF ihai the EAG Grc)up it well placeci to

- leverage opporiunities In s envisorement. L USRS ) . _ . S S

- '_ The IAG Group is also exposed 1o significant requlatozy c,harzgea G\fe%“ me nﬂx*i few years;. In p&rtcular we WI|| be addr&esmg

U ) changes to Inferaational Financial Reporting Surtdct?ds, B
) recommemciaum of the HiFH Royal Cqmmas_sl{_m_ o

o} -tax consvlication Bgisiation ohange; “oe L L e

o} goverrlame changas through recommendations c:f thg ASX Corpomtr; Goverrlance Coa,mr*ll

“recornmendations from the vanous Corporczwn E_ciw Ec,momw, Reform Prc}grdms, aﬂd

terrcrasm Gover. arad tozi reform BT

Tz

~::J

[
{
{
{
(

'_'Detai_ls .@.‘_ dividends paid or decled by the Comparny are setout in note 7.

- Bigrificant charges in the state of affairg of the EAG Group dunng the fnancial vear were as folows: . L LT T
"."{a} ‘O 18 October 2002, WG annodnced st it had enterad into an agreement to purchcxsa the gemer&% instranGe busmessas i ALtbiI'cihd and_ '
New Zegland (“the Acguisition of CGUNZEY from Aviva plc for $1,862 milion ingluding costs. The acouisition date was 2 January 2003,

S .'_{b} The Asguisition of CGU/MNZE was funded by ihe Issue of ordmc;ry equﬁy cmd reset preferenc,e $hczres, rats; ﬂq of fong 1erm deb‘t and Lse c::f e s;tmg
e internal funds. Fund ralsings included: I T e T

o SH00 millon of ordinary share tap:ta zsssaued 1hra>ugr; arn m.smunor;al p%dcemem r,ai $2 bq per o;d[ncary ﬁh;xres {m twe s;tage:;., _compieted .

24 Cotober and 19 Noverrber 2002 regpectively); - . -
$300 rrilion of domestic subordinated teremn notes, tssued by irasur-mce ALJ$H&ZJJ:L E_lmlted (f{::rmf;rly NRMA imsurdrzc;e i_zmzted) (ca wmlly owrted_ -
. subsidiary of I6G] {mompleted 27 Novernbler 2002y - . T . . - L
- B380 rrdfion of ordmsfy s?sare cap tal |s.sued ihmug?a an undemrﬁten Sﬂarr; Purc:habe Plam at Sz 40 per ordma.ry brlare {oompieted -
T2 Decemi}er 2002} D - . T o - . L o
- ghare {c,c:mpleied 14 Apr[[ AGOS} : w
401 roflion [(1S$240 milion) of US bubordiradted tﬂrm note&, zssued by NRMA Ir;st}fance Fuﬂqu .5003 i_zmstﬂc:i {a wmn; c;wrzﬂd suba.[dury : s
- af PG {earnpleted 28 Ap 2003 and - : . :

$aDCJ mm ion of reset preferemce ghares rbsued which were § faled, on the Au:ﬁai i Stof,k Exchahge of 20 Jurzﬂ 200&

35__.:Smr_,eiheendthheflﬁdﬂmal}’ear o o B S e e e L
. a} On 1 July 2003, I8G announced m& ssﬁe of NRRMA Hece}th P;y Eirnited for $§{}D lia lur; to MBF ez’fec,tue 2;: Ju ,r ED{M EAG has eratered mta &
- six-yesr marketing alfance, ncluding & possibile four year extension, with MBR : -

_: b} On 21 August 2003, a fnal di\.f {:Ienci of f cents; per $hare 100% Frdr;ked was dﬂdcﬁ”ed by ihe Commny The dwzdenc:i wilk be pcm or;_
03 Ootobier 2003, -

. _--_Other thart the ratters referrad to above, there has niot arsen in the irsterval bﬂiween the end of the fmdncmi year ant the dats of this report arty e,
o transaction or event of 8 matedst and urusul nature fikely, in the opinion of the Dirsctors of the Compaﬂy, <] a‘?fec,i sigrificantty the operations ot the. 7

> § 'iAG Group, me F&&&ft& of thOSﬂ aperdzioma or the stale of affalrs of th& FAG Groqp_af;_fg_tgs_rr; financial yearg, -0



-.:The number o{ meeimgs ﬁach D|recior Was el Hi} il to attend and acivally atfended durmq the Bﬂsmc al year i summ&nsed as fc:iL;ws

...... . " Dividend
. CRisk F{emueﬁtment . . .
: - . o Management& L : Planand - . "~
K T Bca«j af e . At Chaimans - Campliancs feinsurance 4G Board -
" Directors Directors Commities Committes Committes Lommittes Sub-Committees
S A B A B A ] A B A B A 5 -
N JA Strong 23 23 - - 5 5 - - 3 3 10 [
~ M M Hawker 23 23 - - - - - - 3 2 11 T
N JE Astbury 23 22 5 i 5 5 - - - - 2 2
s MC Callaghan 28 21 - - - - 7 7 - - - - -
T M GA Cousing 23 27 5 8 - - - - - - - -
= Mg M Easson 23 22 5 4 - - - - - - - -
s DG Flaher 23 20 - - - - 7 & - — 2 &
< N ND Hamiton 28 i8 - - - - 7 7 3 3 - -

s Ad Keating 23 21 5 i - - & & -
- Mr BA Boss 23 23 - -

o
o
-
-

i
o
o
o

C A= Mueiungs ggible to Atiend a8 a membel CE- Meenngs aneﬂded s e R T

L Nature of meetings Numbef of meetings held during the year L
" Board of Directors 23 7

Audit Comimitiee 5 -
. Chairmar’s Cormittes 5 -
- Rigk Managerment & Compliance Cormmittes 7o
Diviciend Beirvesimant Plan and Beinsurange Commitiss 3

11

G Board Sub-Cormmitioss

“The Cotnpany’s constitution {:Jﬁtam& an mc‘_iﬂmmty ir fdvour of avery ;}erson whc; i or h;zs beem
. g} & Director of the Company: -
by a secretary of the Company; ] e L
e a person mcﬁarag or pdrhcspaimq it mak ﬂc; decisic}ne that dﬁec‘t 1he whils ar a subsicm‘fzal pd.ft of the bus iness or Ccrmpcmy, of
~Ad) '

- "The indlemiity appltec: to ligoilities mc:um%d by e person in the reéevani adpacﬁy ( r;pt a |Id.JI|J‘1y for lech wsta} Tha‘r mdemmiy dlw appiies ‘fo [eqai .
‘costs incured In defending or resrbtmg cartan legal procesdings, - T T U T R PP S

" b addition, the Company has granted deeds of indameity to certain wr:’em cmd former Directors arzd secrataries and members of sanior m&mqemem
- of te Cornpany and its subsidiaries and associated companies. Under these deeds, the Cormparny indernnifies 10 the medmuem extent peemitted by
" the law The forrner or current Directors or seoretaries or members of serior management againgt labities incurmed by the person in the relevant capacity.
U The indernnity does not apply whers the labity ts owed to the Comparty or gty of s subsidisrdes or assoclated cm"npcm &8, of (sr; generd] terms; wheae B
e lisbility arises. aut of a fack of good faith, withd misconduct, gross negigence, recklegs mishehaviour.or freud, B e T

Under eanh dead, the Company ks also reguired o maintain ard pay the premiurns on & contract of instrance cavemg thiz curreni or former Directors .-
L or members of senior managerment against labities incured in respect of the reievart office. The nstrance must be maintained Untl the seventh L
. ."_'snmvers-ary after the dlate when the relevart person ceases to hold oﬁ” e, Dlscic;surﬂ of ‘me ms:urance pz’emauma cmd thc—, racnure of Hdb[htlé‘:‘ covered by '
stach | msuwnce Is prohiited, by the reievant confract. of IMEyrance. . : : :

3_Uncier a dead of ndernrity referred 1o above, the Company hd&, dumg the fm;mc, 2l vear ended 30 Jasne :005 cid\f&lﬁ@&!d amauntb wtalhng o
0.t million (2002 — $0.2 milion} in respect of reasonable egal costs incurred by & former Dinector of the Cornpary vk Nicholas Whitiam) in reletion to L
" an slteged lebilty. During the finenicial vesr ended 30 June 2008, that former Director has cleirmedd addisonal legel costs incorred in certain proceedings. -
-The Cotrparty hag sought furthet information fom that former Director in crder o determing the amourt payable to that former Directon, and hag notyet

T the armount claimed. Arnourds advanced Dy the Company to the fomner Director gre f’r;pdyaijle under ﬁaﬂ deexi ch mdemn ty tf ihﬂ cas.‘ts bewme .
Gosts ﬁJr which the Compcmy, as & malter of %aw Feidst not give the former Dieclor an ndemnity,




{continuad)

-0 A0 July 2008, the Court of Appead of New South Wales dismissed proveedings agains? the former Dirsctor with costs. Urless that - -
- decigion is set aside by the Figh Coort of Austradia, the advances made | oy the Cotnparty to the former Dirgetor will not be repayable by the 707

. - forener Directon, but the Compary wilt be entiied o be repaid any amount recoverable Dy the Tomer Dlrecior irt respeci of the. COStb af the_
S '._pwceedmgs (so far g8 they ooncemed hig Conciuct ag & D|ref~tc>r of the Commﬂy} awardad Ly me B0k at :

DDD per annum (unc,?t;mged Tras 2001) The C?lawmsm recelveb mree ‘nmes the

s '_Nor; -EREGULE D;rﬂctors of iAG receive a bd.&f: fﬂe of 570

- By resoidion pds:saed at the Cm"nmraysa 2001 AGM, not-executive Directors are reqmrexj to recsive of least 20%, anct are zailoweci LQ f'ec,enfe_ o
s 10 90%, of thelr base fee in the form of shares under the: Non-exscutive Birectons’ Sharg Pian, rather thar in cash, )

. : ttn acidiion o the base fee, foes are pavabis for pumcspdurz in certain committees gnd some subsiciary boands of G The setting of & fees ' -
: '.asa based an aci\rlc,e fmm extema} remumeremon adusaers, whiich iakes tnta a{roum the ieve of fees pald io dfec,tors cJ{ othef &ubstar;tal_

Base fee
Mfm exgotie

ROV - . . Directors’ - . S - . Supermnuatton : ) .
. Nomeaxecutive Director - e Sharg PMlan Total Oher fees) o pontributions Totad
R 3000 BOOG 50068 000 8000 -
LU JA Strong 140 210 100 39 849 -
LM JF Astbury 14 70 23 11 104
L Mrs MG Callaghan 21 70 10 10 oo
LM GA Cousine 14 70 10 10 50
L Mrs M Easson 14 70 10 7 &7
M DG Fisher 63 70 10 7 87 -
N ND Hasmiton 63 70 10 7 87 ..
L s Ad Keating 14 70 10 7 87 -
UMy BA Boss 585 70 o3 g 101

. _'_(?,ﬁ_ Separate fess are pavabla for some of the 1AG commitless and some subsidiary Doards.

The Chadrrnarrs Corremittes 18 responsible for recommending reruneration policies and packages applicanls to the Chief Executive Officer
CU RN and executives who report directly to the CEO of the Cormpany. The brogd remurieration policy i to ensure the remuneration ©
C package reflects the person s c:iéjtzes aﬂd respcmza;b; :ﬂes afzd mat remunefczmn [s compﬂutwe |n attracﬁrag, rr;tarrurag and in[\.-'dt ng ?)eop
Cef the highest gl D T T o . Sl

- - Execitives roay mosie pﬂrformance bonuses based on thﬂ achieverment of bpecr?[c goals reicned 'Eo ihe irzdmciuca % DUsiness unit and the
. __--.pe;fommct—, of the congolidated entty in the context of its business plan. A long- ~term, aracenttve pl&m i alsa it pzaae 1he purpos»ﬂ gf Wr;ich -
e -z& o protiotes i povernets i arsas of financil rmd slrategic performance T :

: - The GEG of 1AG doss not receive fees for His sendce on the Board. The regpaﬂs;[biiiz e c:f bc:drci members?up are c;cmszdereci if d&iermmmq
- rermuneration provided as part of s nenvel employment conditions. R

U Set ol below s the remunerahon of the CEC r;srad gzt of the fwe a0zt h;ghly femuneraied Curreni off: ers of ihe 1AG Group {orthe year . _' o
: 3'-;enciﬂd dQ June 200\3 DR Co o ' ’ '

-.'PARs e LTI

o . O . granted oo e

T Qher L PSReFARE L L dueing the - Date first -
B[muses{ﬂ} ampengaﬂm{a? ......... granted®® ... ‘fﬂt&i . S year®. exgroisable . .
$000 000 3000 5000 Bumber

................................................. d{}{) OOG 25' Bec 5005

e M Hewder



Waluation - PARE -

o ) ST Cof total - . granted - o T
. - Gther PSRs/PARS : . coduting e - Date firgt -
Ba.se payr'[} Bmuges{z} ngpenwﬁmg} ......... gramecif‘f} P L L - year‘ﬁﬁ ...... exergisghis .
: 4000 $000 $000 5000 3000 Number
- Mr IF Brown 557 s =0 108 1,667 81,265 24 Dec 2008
S0 G Venardos 566 G596 85 140 1,451 118180 24 Dec 2008
| Mr B Jackaon 464 T8E 88 - 1,337 - -
'._Mr BJP Smith 47 B2 105 a7 1,305 86,716 24 Dec 2005
" Mr DRA Paarce 421 BOR AL 107 1211 857 B3 24 Dec ZOOS

U8 Base pay includes cash salary, annual feeve and fong sendce Bave. .
{2 Bonusss refiect payments mads during the period in respect of the previcus pericrmance perod, asersal of long-term rnoemve Bearngss.
E ) {5 (her compensation inciudes superanuation cordributions and the provision of crrs, parking and related fings bensfits tax.

{4 Performancs Share Fighis (PSR - refsted 10 unissued shares) and Performancs Award Righis ["PARS® — relatad 1o issuad shares) arg valued i accordancs with e Australian Secunities - . 7
. & lresiments Commission {ASIC"Y guidance and the Ausirsiian Accouniing Sandasds Board Feposure Draft BDI0E: Foousst for commard oo BASE B share-based pavmani. - 7

- A dloceie pordion of unvested POFs and PARS is inclided i the total remuneration dissleaurs sbove. This is a changs in measurement msthod which sesults in certain PERs gractad and -

- rlisclosad in pror perods being nchided in the above table i valuztion of PGReMARs. The ol amount invelved is 1,008,000, To dederming these valies the Mone-Carlo Value model has - -

- been apied. The valugion takes inio aoccunt the share price at geant daks, the expeciad fife of the aption, the valatiity in prise of the Lndering shares of 1443 and expectad dividends.
o) The Comnpany has issusd BAFS 1o cantain executives during the finandal vear, Each exewwe wlm parﬁ ‘.xpatas in me [—’ARS Decemes eljg;bée\ 0 revwe & nurder Df eé?-ares by payng
&? ret’ If:m’“he of ngms nilor:m.od‘ 5 hur—-r; i) a coprdr p?f‘ff.lffﬂ-’-mce hurcﬂ? mg . T . R o

The relevant mtr;re&t of eaah D;rectcmr itt the s?zares anci/crr opaen& |$suer:§ by the Gompany, as f‘lotfﬁed by the Dweciom ) the Austrcﬁ fen Stor"‘k Exchange -

5 .. ........................................................... Ordinary 3?‘&3?95 DU {)rdmafy shares RESEf preference P Perfermance T Perfmnance
- 'Directors directly held indiractly heidm shares share rights award rights

" Mr JA Strong 12,083 104,623 - - -
M JF Asthury 10,0838 33,652 - - - o
[Wirs MC Callaghan 2,368 18,619 - - - .
“Mr GA Cousing 150,000 13,652 - - -
- Mrs M Essson 5,802 8,836 - - -
- Ms DG Fisher 4,799 44,575 - - -
- Mir NE Hariton 4817 89,761 - - -
M AJ Keating 708 13,650 - - -
i BA Rogs 102,567 28,553 -
M M Hewer 180,018

300,000

1,000,000

{4 Qiddinary sharss indisscily hetd inclhge shares held zn Ih? N‘?n ux»’-'w?n.fe Dueoma% Share Blan. R

" The AG Group's operations are subject 1o erviranments! reguiations under sither Commonwealih or State legislation. These regulations do not Have -
Cglgnificant brpact o the IAG Group's operations. The Board of Directors Delieves that the IAG Group has adequate systems in place for e I "
ranagenent of its emvironmental requirements and is not aware of any breach of those environmental requirerments as they apply 1o the IAG Group. -

~Unkzss otherwise stated, armounts in the financiad report and Directors’ report have been rounded to the nearest million dollars. The Company is of & -
hind referred 1o in the clags order 9B/100 dczted 30 Jully 1998 1ssauec§ by ‘the Austrcz% e uE}CUI'lTIES & Eﬂvebtmerzts Commr&swn Al mmdlr;g has beem
- eonducted In sgoondance with that class order. SR . ' o e

'___'ulgned az Sydney thas 2?31 iy ¢ of Augusi 20&5 in acx*ordame W!‘Eh & resat;mon ol the Directom

L

: Mz ) A Stmng
U Chairman




For the year ended 30 June 2003

D The AG erp recordad a riet profit for the year of $153 roilion (2002 loss of $2&> roiliesn. -

U The overall Incresse in he net proﬁt after tax is attrdhutabls to contributions made by the acqu red CGU cmd Nzt basmeases {from 2 Jamary 2003} iogether
U with irnproved Unclerasifing &r;d mve&tmenz perfomwace from iec,ﬂmc,aj Tesees, .

- . Net premium severite has Inc reased by 4‘;:% 0 34 B36 milfon. Th;s. mfr:&se is attnbutab

- Contribustion by the nawly acauired OGU and N2 grovps; and - BT
O Gontinded hight retantion and ngMh ir ney busme&s fri ‘me emsimq antﬁ acqwfed emlt[eg j_

Qlcurns sxpense has mcreased i:sy 3% 10 $3 363 milion. The | ncrease Is ctttrzbmab & t{)
“-Contribition by the newly accuired CGL cil"ld NZi qroasps, e :
Erazegratton expenses of §18 miihon cir;d e
" Gerieral gmwth of the bus.meﬁs ' '

Total undenwiting expenses. have 1racrea&ed by 7 1% to $‘I 074 rrifior. The trtr;red:se [s; atmbuimle o o
' _:_ ‘Cortribastion by the nawly acouired CGL and NZi gro&ps, o

N Integration expenses of B30 maihon &nd :

: G_enera growth of thg _b_ugmes&; N

The decrgase In financial services revenue by ‘[9% Ais) $${} mllhcm is attnbuzab e i{) 1he scﬁe of NRMA B dmg Somety leizeci irt Nmﬁember éOO?

The Increase in cﬁher operatmq FEErLS by 2% 1o $1 Y mzihon 53 mazmiy aztrwumbie t{)

-Gontribation by the newly accuired CGEL and NA groups; and .
. Oﬁ?ﬁi by _t_he stk of NRBA B_undir;_g 8_c:_¢:f ety_i__am_ited_ it E\_é_c_}y_e_mber 2@0?_,

Bomwmg Ccosts EXPense nas rem;nneci stable. However, two sgru'?tcam gvents have had an cafiesettmg |mpac,t on ‘me total borrow:rag cashs These e
Increase due to the additional borowings during the year to fund the Acq_nsmon of OGU/NZ! dﬂd S :
- Oﬂset by the sale of NRMA Building Socisty Lam;ted it Navember 2001

The Increass in corporate arict adeninigiration expenses. by “i F % 1{) $348 m on i aiinbutmle to

) _The ircreases in goodwill amortisation by $38 miliory; . . . e TR I e e
- The increase in costs from fes based business dus 1o the soguisition of CGU NIk Workers c,omperzsdtron TEENEgerent Copariss; and
. Offset by the sale of NRA Buliding Socisty Limited in Nowvernber 2001 and the settlernent of me__"Sﬂare th& FLJZ%,E%’& fitigation of $12 million in 2002, -




The totat aﬂseis of the EAG Gmup arg S”ﬁb 392 mllhan {2{309 F11, .ﬁ{}f t‘TlI|||{)t‘1} e TR B
"Tn»ﬂ InCrease in current cmd Por- cwreni d.&:-i:-f:‘i&» ;s aﬁnbutdb\e to e Acqulsmem c:s’ GGU/NZE durmq the year am:{ ihe fi==k tani gwdwnl

Thie otz labiitles of he 1AG Group e $12 339 rnifon (2002 $8 320 miiiiorz) with the %najor camponemt bn:—:ing qer&er&i and tife ingurance iiabiiiz‘ﬂs of .
- 10,186 million (2002 — $6,451 milior). The overall incresse has been malnly attributadie o the Accsition of GGLYNZE dmrzg ihe yecar The EAG Group B
it |sed appmx deel,r $f’{30 mlltora m Iahg term sut}or«j ﬂc;zed term n{)ies durlng e year 1& [me:i the Aaqulsmcm of CGU/NZE o

B ity was am;zczcted b,: me L:ilowmg aclmtres damg the yeur '

-_--_zncrease&
- & het profit of $1qc} eriillion; -
v fssue of ordinary share capial {$92t3 rritlion mcluslve of trarsaction costs}, arzd
Essue of re&ﬂt pfefer&mﬂ args (198 raflion Inclugive of transaction costs). |

' demem of o vrdeﬂd& of F174 rillion & (r;f“ludmg $?g mlll[Oﬂ relnveated undr;r ihe DIV[de{td Re;mesimer;i Plem) and
Reciucticm frt outs de equmy mzerr,—fsts i R :

.. Cast fows from pergting actmnee rave Increased by 5% 10, $BQb mllhcm A Lo . Lo
"" 'T?;e INCreass i&n attr\bs,stable to the Acdsition 01’ CGU/NZi dé_srmg the yr,—,a_f af?eat[ng bcm th& underwrltmg d.ﬂd oiher opemtmg cas,h rtow:.

Cash flows from investing activities have, decreased by $847 mtlhon

The decreass is fargely attribuzable to the net cash outtay of $1.644 miion for the Acoudsition of CGUMNZL These wiﬁows have bearn offset by ‘me &aie S
- of $128 mifion of eguities o fund the pumhd&e of me above dcczmbmon .emd the d[sirlbast[m rec,rslved from ifrze valumicxry |IL':§§,E datron of @ former wntroltefj :
entity 1o the valus of Saj“f reiion. - T : _ N

S Cash fows from finencing acijy;‘téeg_have increasad bj $1,018 m_i!li{:sn_,__"-.

'-__T?tzs,mcreaselsaitrzbu?abiet{) L BRI e e e e
. Funds raiged during the year & fund the Acqaszsttun of CGU/NZ! These 1r1ciucéﬂ;i ord[r‘ary shares, f'eset preference snare:. and Eang term ciﬂbz
_ _me faren of subordingtad temm notes; and - S .
Qﬁsﬂt by 'Lhﬂ repa\,mem of s amomt ;;Jf $68d rrulhora due 10 d lorrrzer c,orltmiled erazﬁy now tn vatumary I|t§uadazi0n




o - Refnsurance and other recoveties Blaifin 380 55

U Acuuisition costs

" Fira brigade cherges
U Uniderariting expenses

D ewestment income

* Financlal senvices revenue -

o Ot pperating revenue j'-

L Barrowing costs sxpenss . - C . : !

- Hfe insarencs business expenses L L RPN IRRRRRRITY L3 ) SR B
L Corporste and adrmiristration expenses
- ncomns tax (expeﬂse)/creti

U Net {profityioss atiibutable to outside eculty interasts

1 of Insurance Australia Group Limited
U Nos-ownet Transaction changes in equity:

T attrioutabls o the shareholders of Insurance Australis

" Diluted esmings per ordingry share

For the year ended 30 June 2003

“. Consofidated -
2002

- : .'.'P['e]"['i]ur['i revenue FEEE e 5(3}([} R, 4,885 ] ....... 8,3344-8

oo mmene t249) A
D Net prerniuen revenus _ 4,636 388

L Claiens expense e e I AR (e

U Net claimg EXpErEe _ (3,363) ;a 42\;}
L Other undenwriling expenses - : (6B}
Bog)
it
LA

L Profit from undenwriting

o+ Realized galnslosses) on [r;vesimems o
o Urrealised iosses on mveamﬂma

" Profitfioss) from ordinary activities before Income tax 207 1ot

- Net profit/oss) e

. Net profit/ioss) atiributable to shareholders . L U

L Total mvenue, expenses and valuation adustments

o ."'Group Limitad rewgmsed directly in 2quity » -

vy s

3 - Basic sarmnings per ordinary sharg 104} B.65 {1.78} '_3

. :.'.'Baséc SPINGS per rasel prafarsncea shars 10 _ 587.36 -




Ag at 30 June 2003

Cmseztdated L
.................................... m -

U Cumentassets 0

w. Cashassets
Becelvatles -
o 'Eﬂ\.fe:simeﬂ‘[&

B 'Dther
" Totad ourrent assets

“Nonwcurrent assets '
- Recelvables -
- westments -
T Plard it e pmenz
O Befered tax assets
o ntangible asgets T
- Other
" Total non-current assets
- Total assets

L Current Habiliies . -
- Payables -
- Irterest-bearing tabifitiss
. Current tax |tab;;és;‘es L
“Provisions o
.- Ditstandiog claims
" Unessriad presium
. Total current Habilities

- Non-oursent fsbilies ™ -1
| interest-bearing Babifites 0
" Defernd tax liakiites -
" Provisions L
. Grogs s insurancs paimy libilities

- Outstanding claims 7

- Unessned premigm
" Total or-current ligbilities

" Totai Babilities

U Net assets

“Aocurr datect Emsses
_ Equity attibutable to shareholders - -

oot insurance Austrafia Grroup Limited
-~ Outside ety mtﬂre&is in commlled eritifias
= Contriblitsd soqulty -
o —Retadned profits
._'— Urnitholders” funds
CTotal equity

. the above consolidaied Statement of #nancint position is 1o be read i conunction with 1he notes to the fnencial statements and the discussion and analysis, L




O Prerviurn received o

L Clelns oosts paid o ' -
o Outwards relEurancs prerrz é,}m pdid B
*: " Dividends received -

" Other operating receipts .

S Net pash flows on scouisiion of consmlled enmles
S Net cash flows on disposal of controllsd entitiss -

I Repaymert of loans by policyho! dlers
- eboang to polipyholders o T
L Repayment of morlgage foans

For the year ended 30 June 2003

Consc»itciated Cmsmﬁdated
2003 2002

$m $m o

" Cash fiows from c;pera‘%mg a;:;tw;tres

538 S
o)
{3 89%)

- Refngurance and {::ther rEcoverss recemed_

| intterest and sintiler flems received -
L rtsrest and other w:.isa c}f firerice patd
- lncommes taxes paid
[ Other operating payrments {1,540}
I1 - Net vash provided by operating a{:tiuities 825

1 Cash flows from investing activities © .

28872 L 2B.080
{26,408} - (28,278)
Tleag

s Proveeds from disnosal of investrments and plam cmd equpmem
o Qutlays for investrents and plant and equlpmem :

D Drawdown of mortgage loans - (308} -

. Proceeds from lssues of shares
S Qutlays for Duy-back of shares
L Proveeds from ssues of trust rits
L Qutlays for redemption of teust urzizsa
S Proceeds from bogowings
| "Repayment of borrowings ©
-1 Net decreass in depositor fumcﬁs
" - Proceeds frorm securitisation...
o Share lssue costs paid -

" Net cash used in investing activities {1,167} e
-f':':".CashﬁewsframfinamingaﬁtiViti&_s S e e T e T BT

oty

CUSTE)

i, 570} >

> - Dividends paicd to WG sharsholders® SRR RS R D

. * Dividends paid to oulside equity interesis (48} {26)
.- Net cash provided by/{used in) financing activities _ _ _ 716 0sy

- :Net maraase!(decmase} in c:ash held -

o " Cash at the end of the financial year

L Dividisncls paict 10 JAG sharsholgers sxchids dvidends reinvested undsr the Dividengt Beinvastmant PIan, — .. e e
: i

o CThe above consoidated statemad of cash flows i 1o be resd In conjunction wilh the notes i the ingnoial ents and the discussion and analysis

3,108



For the year ended 30 June 2003

{cz} The congise fnangiaf repori has beﬁm prepared in accardemce Wizh the Corpc:ra‘aong Act 2001, Accoumlnq Standard AASEB 1038 Conctse
- Finarcial Reports and applicable Urgent lssuss Group Consensus Views. The financlal staternents and specific disclosures ragulred by AASE -
" 108G have been derved from the consolidatad entity's full financial report for the financial vear. Other infarrnation elided in fhe concise financial, ~
“report Iy congistert with the consolideted entity’s full firancial report. The conclse financial report does rot. and cannot be expected to, provids 7 -
oastultan undemiandmg of the ﬁraancaa perforrraance fmcmc al posm{}n qmd # rtamxrag cmd mver; mq vt t:es. c}f the wnsohdatﬂd enmy s the full :

- Bnanciad report. - - e . B : -
Amsurance Augstratia Gro,ép Lam;ted obiamed ar c}rder dctted 4 February 200(} frorn the Austraiian Sﬂcurltle&. & tnveatmemts CJmm ision
“exernpting the Gomparty from complance with certain sections of the Corporations Act 2001, These exermptions allowed the Cormpary o -
. BCCUrS the shares in nsurgnse Austesdis Limited {Jormerly NEMA Insurance Limited) at an amount equsd 0 the sum of the carsying amounts of -~
the assets and lebities ss shown in the consolidated staternent of finarciad position of Insurancs Australia Limited immediately prior to the date -
*of acouisition. This order also aliows dividends paid by Insurarice Austraia Lienited to the Company ol of distibutsble reserves of insurance -
- Austredia Urnited at the time of acquisition of its shares by the Company (pre-acguistion raserves) 1o be trested a3 Income by the Company. -
. Howsver, the prder restricts the amount of such dividends that can be pald by Insurance Austraia Lirited to the Cormpany 1o $575 mifion
- of which $56 million in totad (2002 — $561 million) has been paid by nstrance Australia Limited frorm pre-dermutoalisation profits. During the yesr
N '-.emdﬂd 30 June ZGGd the Cc:mpany rec,ﬂwed dmdﬂmds of $N1I (2&02 3248 rmlhon} fraen insurdrzce Ausiraju Lamaied fmrrz pre derragstualmcmon ;

B '-These acwurﬁmg paiic,les have beera cansmiemly applaed oy e&ch erattty iy ‘fhe cansahdated ermiy anci except where there ba chdnge in ac, ountin_g N
: _"-po iy 85 g6t Out In note 3, ate consistent with those of previous year L e T

AR description of the accounting policies adopted By the wnsm iclated emiizy may be [oamd in ‘me consol dczter_t ems‘rys fu}l fm;mcsal report .

| ihe finenciad stalements of controlied entities are included from the date con%mi nornnences und the date canzroi CERBES. Unreahsed qams arzd [ossms in
T e inter-enity. bal;mces result ing fron ‘EfanSdC'hOh& witfy o, beiween sontolisd erﬂmes are afim ﬂc;%ed nhdon CDl"lbO[tdcﬂl{)ﬂ L S

'Outs[de irterests in the equny aﬂd rescsfts of emct e ihcit are contmi]ed iy ihe Corrzp;my are E:-fltDWh a&_a 5eparate ftem m 1he Consa fdaged -
fingricial stedoments. ’ : - : - - : L S :

- {a} Emploves sntitlereents
U The IAG Group hag dpplted Ihe fevised AASE “5028 Emplc;yee Beﬂeﬁts (133(,@1:2 m Jme 2001) for ihe # {st itme from 1 duly 5002

.'_""Waqes, salaries, annul leave and Sick leave - - o L T T e T
Hinkilites for wages and salaries, annug [eave and siok leave are recogrised at the nc:maraal arnovnits unpc,ud at the reparﬂrzc; dhate Lging remuneradion - -
rates that are expecied to be paid when thess liabiities are setfied, incuding or-costs. This s a charige from prior perdods when reruneration rates
-adating at balancs date were used. The |mpaat caf th|s chctnge resu ter_t in aﬂ mcredse CJ[ expense of appr@xmcﬂeiy S millicm t@__tt_;_e staternert of 7
U financie! perdfarmence of B 1AG Group. SR : : L e e

;Acc,omtmg poiic[e& for fong s»ﬂmc& Iedve, sa;pemnnudt[on dﬂd tha Sta{f Aii‘)c,amn Shere Ptam fzdve rtot cmnger_t sirce SO Juﬂe 200:

- {b} Provision for restructure costs - . B, . L B A T, . . S L L R
- The 4G Group has applied the new dccoamtmg $zanddrd AASB i{}ﬁizi Prc}v smn& Comnqem i_lai:n ttes amd Cmtmqem Asa.ets, (lssazsed on October r_’DO?) o
"y e first tiene from T uJuly 2002, e '

Accordingly, & provision for restructue casis o the ac,quasizm otcigred dumg the ﬁraam 2l yeor i recogﬂ[aer_t at the date of da,q,nsmorz as ‘Ehere WES -
& demonstrable c,ommnment cmd & f@rm;ﬂ p%aﬂ LICh thdz ‘mere ts. trttle 0 110 dtscreilon 1& ci\fO[d paymem& ‘fo J‘mer pdrtles cmci the amouni c,em be o
- eliably Ebt[matﬁd - SR



for the year ended 30 June 2003 {continued}

. .'i{a} Primary reporting ~ business segmsms S R e : : : -
- The coraolidated entity operales in the generad nsurancs and retirement services mdus‘rrlea Iy ihe gﬁmeral irsurance mdi,s&iry i reveriue s cjerlved
' .'frc:rm e undenatiling of shori-tal, ong-tad and infermations Bsurancs Dusinesses and thase form separate reporiable segments along with retiresment
- getvices. Other actvmes nelucting cc:rporate bﬂmcr;s mvestmﬂm managemert and mvesimert‘f of the Group 5 {,apztc;l furzds form kS Seprtfate segmem,_ L

“Intersegment - -

. Retirement |
. i s ghmington

- International

. Bhort-tal - *Long-tait

; . nmuranos - insurance _' Lo insurEnce

RS 2003 e DOOZ e 2003
Sm Sm

N 1’.388 ________ 685 =

- External reveruse
- - 209

s Ietersegment revenue
| Total reveriug 3,566 1,386 894
" Taez @29

T Profit from undenwriting
- tvestment incore T e . .
T Othey operating result - 5 -
[l activiies before income tex 280 0
lncormnes tax expense

L Net profit

: : : ur;qment a&&eis )
- Unaflosated assels —
- Total assets 16,302 .
- Segment lisbilties . 3,8484,8545?5 ez 2=133“' 23R8
CUnalocated ebiites

U Total habites

L Acouisitions of property, plart end .
CUeguipment, intangitles snd e S B T S . e
. mher nion-curtent segmem db&et& - - - - 1,176 - 1,476

: DEDF&D ation experse’ w44 T .
1 Arortisation of goodwill T e I . _
Coand intangibles - - - - &1 - &1

*Total depreciation and T S e R PTIT e e cel R
s arnortisation expense 44 14 @ - 86 - 116

o 'Other non-cash expenses 35 18 7 1 4 - 85

3 De|wecut;oﬂ SRDENGE i3 amca*ed el dlﬁ:ﬂen? iusaness 5egmems_::|s managﬂmen? feps
L porate. Hng E - L

fom the Corporaty segment. Thersfore all plant and eguipment ig treated 55 pat of the -7



..... ‘-Shertaalt . -Long-dsit - Intemationat - .. Beti Lo J intersegment |
.......... Cimsurange . dnsurance | Inmweance i T St glmination o
208 2002

- Externg revenue
" rtersegment revenie

- Total revenue

- Profit frorm underwiting -
L westment incotne
. Other operating rescit

": " Profitfioss) from ordinary ™
. activities Defore inooime tax

- onme tes crech!

- Net profit

T Begment assets R |
- Unallocsted assets

U Total asseis

" Segment liabilties . TBOB " GAET GG QAT e B
- Elallocsted lisbilities

7 Total Fabiities

- Actdsitions of property, plant arar_t
Ceauiprsnt, intangibles and :
" othiEr non-current segment assets

" Depreciation expense”

Aenortization of gaodwrlt ........................
and intangibies
“Totat depreciation and LI T T O S LU L AR
armorlisation expenss i [ 7 1 47 - V4
:. 'Other e e T T P T ST — or

E_)-;plecratsm SRDENES '3 allocazed 10 "'.‘ilf?el Bl el busmerﬁ segmems a5 n’zanagemem f?es flom e ot ,)orate segmew Thereff“re alf p&anz am ecg}spmem zs veazad S ,oal of tbe o
'___(“olpola*g segment, L e N . FE L N : ; . e e

{b} Sece)ndary l’eperﬁﬂg geOQT&ph[{:al Segmanis S S P . . - : AR e

- The consciidated entity operates mainty in the Australian qenerdl irsurancs and retirsment setvices ndustries and in the Mew ZeaJdnr_t general ingrance . -

ircdustry In the Australian market the Groug Operdzes ir; aII 5tates cii"id Lerrttoﬁes ALéStt‘dhci and Erztemcmonat {rradrnly New Zecﬂdrzd) mdrkeis are therewr; R
---.se;:waie r&pcm;ab geographlcal segmenis e - . L . . A

------- B o o Iniersegmnl T intersegment .ﬁ
. Ausiraiia R Auslraiia S Indernationat - Intemationat - ghmination -~ glimination .
. '_ _______________________________ 2&03 e 2&0 e 2903 e 2002 e 2003 e 2002 .
E Bm Sm Sm $m $m $m
T External revernie 5089 3,733 711 -
U Segment assets 15,438 16,704 1,618 {121}

CAcodsitions of property,

- plant art ecEpnent,

Lintangibles and T R :

cTecpther mon-ourreng 0T LT T
U segment assets




for the year ended 30 June 2003 {continued)

Consotidated :"---.Cmsaﬁdated o
2003 2002

- {a) Revenue from ardmary ax:tw;tzes

) Sales revenue T
. Prerpivre revenie . .

< il Other general insurance reveﬁue L
- Relnsurance and other rec,ovenes

S i} dovestment revenue’ -
CLckewestrent income T

s Changes in ngt market vcalues of mveatmﬂms
<o realised gains/() o&aes}
s arveslised losses T
U R Finaniclal services revenue o
oo ULt insurances business revenus -
- derest income onloans L
L) Other operating revenus,

ffZ.'_{b}ﬁevenuafrcmautszd&crdmaryact[wﬁes R e R
- Procesads from disposal of plant and equiprnent

U Total revenue

T Pelinglrance recoverss w;der & whoée of account agqregcﬁe stop tos:. wratrac*t O
-1 ~Profit on &aie of NRMA Buﬂdmg uoweiy Urnﬁed . S L
. _---_Expenses

: 5-".(3%13 i reiailor; to the selilsrnent of “Share the Future” |'1'E?Eﬂ|0ﬂ.. o '. ﬁ ......................................................................... L .
s emorance protection 1ax levied by the NSW State Government

e .{a} Ordinary shares
To- - Firgd dividend for year ended 30 Jme 2002 of & cents (.500.5 n[l}
Copet fuly paid ordinary sha?e, pcud on 21 Oc;tober AOOA

S Uy fraried at 30% : -
o dntetten dividerid of 4.5 cents !290: 4 b cems) _
o pet ully pald ordinary shere, paid on 14 Aprll 20{}3
1 Fudly framied at 80% (2002 - 80%) ..

{bj Resetpreferanae$haxe3 e e e S e A e e e .................
s ‘Bividend paict at 5.8% per ZLL N {zsisy fi’:if -<ed at 80% _ - o
L Total dividends declared T P U PSP OO ROU SRR U O PRI 14 B
D bess Db vrdeﬂds rezrwe&ted tmder trie: Dividenct Relnvestment Plan {75} -

i -On 21 Avgust 2003, aﬁml dividernid of ¥ cents per share TOC;% framked was deciared by the Compcmy The dmdend Wi bn:—, pan:i o td Dctcrber 2003,__ '
<o The lest date for the receipt of an slection notics for peeticipation In any dividend or distribaution refrvestrnent plan ks 10 Septermber 2003. 00 :

T Franking credits avaltable for subsacuent financiel yeears




'-.:The belanes of the frankdng eceount arfses Trome L
i) - franked income received or recognised as a receivabie at the reposmg c:iate, .

:'__{n) oG T pald after, adjusmg ‘L:r amy frankmg c,rec:% s whmh el eytae me ihe pdymem c::f mcome tax provrded for i it ‘fhe fﬂanma_ s%aiemems, :"
A . . . . : :

"-.{m} fran;(mg deblt& Tmm the pczymem of dmdemﬁs recogiised asd Bablity at the repc:{{rzg date

._"Frorra 1ty 2002, the Nﬂw Business Ta Syslam {impu&nmn) Act 2002 requires msasurerment of frarmrag credits basad on the amourt of noomes tax
- e, rethier thian on an after-tex distributabile profits basis. Ag a rr;e.a,sit the fr;mkmg cred@s a\fdnable fcr ‘me iAG G{mp were cc}meried f{om $9 1{3 m;ihm :
o B39 miion fc:r Ihe cemparatwe as 2 80 June 2002, .

.':Thjs Chcmge fr the bagis of measurement doss nat chanqe ‘[he vELES cn‘ frmlmg c,{eci 1t bndreholciers who Ry e ﬂrmtled to Tzcmkmg c,fedt benefits. -
: - Consolidated ..
200z

- Aecurmgiated osses

- Moverments in accurmulated losses: R
- Balance at the beginning of the financial yectr SRR SRR -
o .Nei prof t/{lasa} aiir[butdble [ie: shczreho dn:—:rs of. tﬂscsfance ALl$1l’El|I:L Groasp Eirmited

. Dividends decled
-~ Balance at the end of the financia vear

Totat equity at the beginning of the financtal year ™ -~ S
- Total changes in eguily recogrised in Lhe staiemﬂni of fmcsraf al perfom’&amc,e '
T Trangactions with Owners as owners: - . : -

- —contributions of eguity. inclusive of 1rdﬁ$cmlon coals '_
- = reset preferencs shares, inclusive of ransacton Losts
- Shcil'ﬁ‘ Duy- bdck iriusive of mrmchon cosls. L L

Total cha e in cutszcie sopity intorests
- Total eceity at the end of the financial yesr

- {ay Orddinary shaves - R .
* - Basic sarmings per share B8.65 _ {1.78)

Dituted earnings per share _ . 8‘61 . {t‘?"f}_ ..

SO OO OSSOSO OSSO R S S
Number af shares Number af shares R

T Welghted average rurmber of ordinary shares outstanding during the. .
- financial vaar psed In caloulation of the hasic earings per share

“Weighied average namber of ordinary shares quistanding during the
o fmsmr il vaar used in caloulagion of e diluted esmings per share

................................................................................................................................................................................ 2(}93 ------------2{}92
. Bm Bmo o
e Eammg& used in caloulating basic ar 1l ciihtad earrursgs paer sharf: 132 {28y

. P@ten% al Qrd ﬂary shares carmstef rlgr;ts grdrwzed to emp oyees meier the Performmce Shafe Rtghi& Pian B e



for the year ended 30 June 2003 {continued)

U Cmsuitciated . -Gmsg[gda{ed
2003 2002

Number of shares

. Earrings used in caloglaling besic eamings per share

| There are no potential reset prefererce shares on issue. .~ :

| a} I the normal course of business the 1AG Groap i e.xpo:.ed e teqal issHes, trtcludmg lrt[qaitort arising out of insurance pohmes Dther than Hose _ﬁ
S - matters referred 1o below, the Directors do not believe that there.are any potential material litigation EXPOBLIES & the IAG Group. - - )
b} in the normal course of bust inesy, the IAG Group enters Into various types of investment contracts that can give fise o contingent abilittes. ™
LU These includs forward exchange contracts, financial fitures, intorest rafe swaps, exchangs fraded options and forward rate agresments. -
CThess contracts are genarally erttﬂred miu m the norrrzal mcmagemeﬂt c:i the frwvestraent poztfolto Ac{:\}rd ﬂgiy, detalls, of gUch, commgenz i;abmiles_
S Thave not been included in thig note. S o . o .
s Sed i the nore course of business, the IAG Grcup enters tnto VAU type&. of business ccm%racts that give rise io CC}ﬁiiﬂgdm iakiities. These tnc%ude
S gugrantess for perforrnance obligations and undertalkdngs for maintenance for networth and louidity suppost to controfied entities in the WG Group. s
S idh - As disclosed In prior yesrs, i the normal course of its operations, Insurarics Australia Limited (ALY formefly NBEMA insurar; ey lelteci} srtgred
e guota share relngurance contract with a U8 insurer (“the Ceding Inswrer™) for orie yesr frorm 1 Juty 1997 R TR .
AL socepted B0% of a 20% Whols Accournt Quotqs Share Remsurance Trecaty of ti“;e prﬂpeﬁy aﬂd casaalty insurance. emd EirgUrance buslne:.s .
weritieri by the Ceding Insteer ("the Treaty™). e o A -

Coutt proceedings wers commeﬂced by AL &gdmi ihe Cedmg ingurez cmd giher pdfileb i 199‘? The dtspute wﬁh me Cedmg Erzsaurer fass, beera :
referted o arbitralion. - e T e . '

- The other ingurers to the Treaty have separcize arbltraﬁon proc,ﬂed rigs agamst the Cequ imS_Jr’c—,!z“ LT - R
--Fre arbitration involving 1AL ig being heard in twe parks, The arbitradion paned in November 2002 raled i tgvour of IAL i relation 10 the prelimingsy ~
s, that the Treaty s not retreactive and thereforg does not cover loss cocurtences prior to 1 July 1897, The s»ec,ond part of ‘me CHBE - ES_ .
. goheduled to be heard in October 2008 and wil examinig whether the Treaty should in any event be rescindad. - e S
<AL holds a tetter of credit for USS2E miion (ASET millior) as security If i i successful In its clairn. Whiist IAL believes s case ls strong, 1AL was :
o __whoily winsucsesshil in its olatm, 1 codld loses the emount of USE2E million (AB37 milion) recognised as an assst in the Enancia report and record -
Cafarther loss of USHETS million (AR1S milon). In stating these smaounts AL has not taken into accodnt the recent ruling of the arbitration pangtin -
. '-_tts fewosr iAL i currenziy urwble o quemnf,r the effer_,t g o %rag mc;y higve on |ts potemias Iasa&g if it wsre tc: be wholly unsuccessful in the sgeond

':;jQmae1heeﬂ{io1"fh&f|nancia_year R R e T
o & On 1 July 2003, WG announced e sde cyf NEMA Health Piy Eirritest for $TO{} rrzllhcm 1(} MBF eﬂ’fectt\fe ab Jaly 2003 iAG hes, eniefed Into & gix yeaf_ .

S Unarkesting alfance, including a possible four year extension, with MBR .

- - On, 2“2 Auglist 2003, & fined dividend of 7 cerﬁs per share, 100%. franked wegis declared by the CJmparay T dlvldﬂrzd it e pdéd on 13, Or“tober 2003

date, NG aocount ras i:seen taken of thern ir the: -

. :_"As ese ransactions oeouresd after balarics date and did riot relate _t;:s_c;c_mf_jrtlons ot sdtng c,a% balangs

. :fll"]c,tl"lCial 5;'td’temef"l’t8 fOl" 'the y'eci{' endﬂti dg Jume 20(‘3 e




".__'The Diractors t_iec are thiat the conclse financial repori for the c,msoltdateci enity, wmprtbmq iraaar;mc,ﬂ Austrahcz Gmup Lmteci dﬂd 125 c,oratral[ed erattres
- for the yesr ended 30 June 2003, set out.on pages 88 10 48: . L :
_..._.'{c.t} rms ben:—,n dﬂmeci from or is consistent with me ful fmcmc al r&part for the fmdﬂctc;l year e—:md_ '

_Slgnec_é_ d_t_ dney thls 21t day of Augast QOUd in af:w{dance wi th é feso[utm of the DirsGiors.
. . ) _-____.-) x - . -r_.k___e ..

_- M SA Stmng - L oMrM J Hawker
CChgimogn U o L D{ec:br N




- pongisting of the staternent of fnancial performancs, staternent of financal position, statement of cash fipive, accompanying notas 1 to 12, and the

"on pages 38 1 49 i order ic} express cm c;p ﬂlOﬂ ora it ‘fo ‘me shafehoidem of the Compaﬂy The Compdnys Dlrecus e res;pcmgibte for ‘me CJﬂC[SE: -
Fnancial rgport. LT T R T P o
> 1 Our audit has been wmducted irt accordance W!‘Eh Aus.‘trczi e Al tmq Stdradards to prwde reasonable assUrance whemﬂr he concise ‘f?ﬂc.mC[d] report -
- s tree of material refsstaterent. We have also performed an independent audit of the full firanciat report of Ingurance Australia Group Uimited for the

- year ended. 30 Jurie 2003, Our audt report on the ful firercial report was signed on 218t August 2003, and wes not suibject 10 any qualification. "

SO procedures in respect of the audit of the concise financial report included testing thet the informiation in the conciss fnancial report is consistent
~with the fll financial report gnd samination, ot & test basls, of evidence supporting e arnounts, dsoussion gnd anaysis, and other disclosures which |

Ui gongiss finangial rep»:)rt is presented fa;rly i acccrddme lwith Accounting Stamdard AASB 108:? “Cam 58 Fmamxcﬂ Reports [s;sued in Aa,(&iraiia

- ;The audli ap ﬂ ort expre&sed m ‘Eh[b rep»:)rt has been f{)rme;:{ ora the above bdsas

Do A o opsrion, me concise § f rigncizl report Q‘f inaurcmce Austrdha Group Lgmtteci ;md i) wrzim Eed eratttwes for ihe year. eraded 30 J;me 2005 cc:mphea__'____
w:zh AASB Jecis ‘Conc:ssae FlndﬂCIcL Reports" o - . e

. [-Dr Angries B Tarbianche_ 3_
o Pancer. :
S Bydney

L2t August 2003 .

. '_We have audited the concise financiat repbrt of Instrance Austraia Group Lirvited and is cordrolled entities for the fnancial yesr ended 30 June 2003, i

" accompanying discussion and snalysis on the stetement of fnancial performance, staternent of financial position and staternent of cash flows, setout

S “wereniot direclly derved from the Rl financial report. Thess procedures have bieen undertaken to Tarm an opinion whether, in all materia respects,



You car ACCLES [rt{orm;marl ghout Flsgranss Aus,irai i Gma}p Liz"r itedd cmd WL hold s vis the tntemet o : o .
. _'Ensurdrzcr: Austf'ahct sz}p s website, wanwiag.oomay, has the latest irformation on Corpany announcenmerts, presemcitmﬂs and reports We a]so .

. havs an ermaill messaging senvice which distributes key Compary mformat[om e bi‘ldrehoide{s = reg stf;r for this seﬂﬁce Just VISAZ WAL |a,g gora '
-and c,[[ck o ‘Sthrr;hc}Iciﬂr Serwc,ﬂs cmd bilaw 1he llnk fc;r emdﬂ upddtes T : - ' § '

Wisit ADK Perpetuals Websize WA, asxperpemaj com au amd qtcc,es.s. a wn:ie Vdj‘lety cn‘ ho dmg mﬁmz:ﬂmn ma%{e c,rz.;mges i your Diokding recard and L

dowrzua;:i forems, You care, ... . .
Check your curtent and prr;\mus h{)tdmg b;mnces e e e
Find ot {and changs i necessary) the type of annual repart VO wii fecEivE .t T
_:""Gortﬁrm whether you have kdged your Tax File Numiber, {TFN) Ausirdiwz Busir;ess Number {ABN) o exempttorz '

Cheok dividend |nformdtzor; (mazruwonsa and hfstozy} . L L

Erder vour email address -
Check the share prices and qmphs

: -_'_'Reque&tavmetyoffoms S, . o U
- You can access this inforrnation via a se»c,unt,: fagis LIsing your uec,urttyhoidef Reference Numbﬂr {SEN) or Heider icienimc,atlm Number !H%N} a5 weii asa
"'-yJur SUITIAITIE OF COMPEZY NEme and. ;Dostwde {rms’t bﬂ the p@st&ode rewrded on ycnur holcﬁ ng rec,ord) L - ’

You e downlogd a number of _forms_inciuding e .c:hamge of. address notifiaati{:_sr_j_,_ d__e;:e_as;ed ee:zate angf dhividend instruction forms.

Yona c&m e _enc;sstries wigl the webgéte or by e_r_nailing 'the regisi__ry direcﬁy at iag@asxperpe;t_xal‘cam‘au

Dividend monies that are not banked are rec;mred i< bﬂ harded over o the State Trustes ur;der the Unc[cumed Morues Aat You are réered ﬂded io i:sdm -
‘chegues immediately. Botter 8l you can have your payments deposited ¢ z"ec,tly m%o your i;;am accouﬂt N : :

. Bividend payments; can be pred ted directhy it any nommazaci bark, buﬂqu socleiy or credit union scoount in Austraha For further mfcarmat[ort ab{::ut -
-m sﬁmc&, r io f“—‘t;i.if:?ﬂ‘l a F(eqaegr for Dxrecr Credff of demem‘s fcrm yo\; can coff CRif regtsdry c:r wsz‘r lt& web srtr; : ’

- Yo are strongly advised 1o lodgs vour TRN, ABN or exemptton, i v chooss not to iodge these detalls WEth ‘fhe share reglsiry, ther Insurance Australia - L
-.. Group Lirited Is obliged to deduct tex ot the highest reargingd rate (plus the medicars levy} from the unfranked portion of any dividend payment. ST

Aty chgnge in the typs of ag_ar;_gjal repotf_t_i_r_ijrmaiz‘ora ycm w?_s’{t 'ta__ receive _c;em be made over ihg _phgg‘a_e {)_r via__o_ur _registry.’s wabs'ste_,

. -._'Member reqtatrcttgon i free Reglsiered membem benefit by fecehing &iddi?_;mdl c;ra%me semces $uch a& the czblhty ey creaze ﬂextbie portfoiies br easy ; o
-mdnagement of !hew hc;ld;rzgs . . . TR

) DRP isse e Fayment date
_'-_'Ordinary shares irterim dividend — fully franked 4.5 cerds F2.79 14 A 2003 -
- dinary shares fingl dividend — fully frankec 7.0 cems 13 October 2003

- Event Amgount per share

_. WGPA reset proference shares interm dividend — fully franked Fa.0827 15 Decarrier 2002

- - AGPA reset preference shares fingl dividend — fully franked $o.8021 18 June 2008




fcontinued)

o of shares
o TAER 00248 e
TADT SR A4
11188188
36,618,281
BE58,17T
CABSTROGE
COEOTE,YES
AT TOR844
B2t RaT
LAB TR GeE
10,388,378
e G002,308 -
LB TSRS

: | hwenty largest shareholtiers as at 31 August 2003
s P Morgan Noinges Australia Limited
S Westpac Custodian Nommees Limited! -

- Nattional Nominges Umited - -
Cusersland nvestroent Carporaimr[ S
o Citicorp Nomineess Pty Limitsd -

L Cornrnonealth Gubtadlcii Services i_[mrfed
L CAMP Lite Linited e B

- Citiorp Nominees Pty t_|m|ted GFS Ws e imp«étaim Fnd AXC>
L ANZ Nominees Limited e

-1 Westpae Financlal Senvices birited ™ S
e - Citicorp Norminess Pty Himited « \CFS imputaﬂort Famd AXC/

Lo Cogent Norniness Pty Linnited E '
T Cogent Norniness Pty Lirnite mMP Ac:cozmtw o
-1 BBC Globsl Services Australis Norrinees Pty Limitect <RA AfC:» '
L Government Superanauation Offive <State Super Fund A/Gs .
T Citicarp Norminees Pty Limited <CFS Wsle Aust Share Frd NC:» e
- RBC Global Services Australia Norniness Pty Lisnited <MLWSIF A/C |
e 3C'téoorp Nomiriees Pty Limitect <OFS Ws e Geared Shr Frict A/C -

TR TES

L7E11,993
CET02.64T
CBL601.540

V,r o Workeonar Amhoﬂw ................................................................................................................. 25 060
: "{o'tai fm‘ '{0;‘) g 675,782,464

: _: _.Range o Sharehammgs N at 31 Mgust 2303 ..................................................... N? oo Moot shares |
s .[ -1 OO{} N . o ...................................................................... A ??9 dQD o 419,642A961 R

1,001 ~5.000 L 28985 L A17.4B.068
o ' 19,666,979, -

c BOOTA0000 T e TS CLBTBA . -
- LAGOOT —A0BO00 T R 1 c SORREARALL U0TADEGL
100,001 and over 158 706,423,411
S Totat 1,083,070 1,862,721,213
SR U o o hoere oot chares .
Shareholders with less than a marketable parcel of 126 shares as at 31 August 2063 4, 358 igtase

T+ Ywenty largest sharsholters as at 31 August 2003 o uf shares % of issued capitai
L Westpae Custodian Nomineas Hirelted - 7 - e T e T BOBETE e 7S
. Citicorp Nominges- Pty Lirited. - o L ATE000 - CLBOD -
CAMP Lite Limited R R . ' AP
L Commonwesith Custodial Services L{mtted B
. “BBC Global Sarvmes AJS‘{H]I& Nomgrzaes Pty i_[mtted <JBEN1P A/C> -
oGt Lirnited S Ll
-1 Share Direct Nominess Pty Ltd <Na‘acmuj Nominees AXO» .
ol Net Noiness Limited e )
- -BBC Global Services Australis Nominess Pty i_[rmteci <BKCU T AfG> e
L P Morgan Naominees Australiz Uirited o -
~ - UBS Private Clients Austraiia Nominees Ply Lig
. ©J B Were Capitat Merkets Limited - SRR
s Merdll Lynch [Australia) Nominess Piy i_td U
- Perpetosl Tustee Company lened - '
L Argo Investrients Eimited
. Kaplan Bouity Himited




% uf 1ssued capitai s

o 'Twenty fargest sharcholders a5 at 31 Ausgrest 2003 {ccmmue:d} No of shares
~Brencorp No 11 Ply bimited : R ' '
CREC Gi{}bcL Senvices Austrcn i Ncsmmees Py bm;ted <PP AKC>

- Eguity Trus*ees Llrmted <EQT H;ght Ine Wholesals A/Cx 15,000

o -._.32 500
SPRAG0
AREE0

. Totalfor Top 20 _ 1,953,597

) "Range of 3ha:ehoidmgs as at 31 Augusi 2003 ho of holders N of shares

008 _5,000 _
5,001 - 10,000
AR 00 —100, ooo ___________________________________________________________________________________________ .
00,001 and over & 1,574,300

R

S 1,000 _ e e ADBE T 048,78
CA2BA01
CUBTOLE

- Total 4,268 3,500,000

Mo of holders Ny of shares

.. Shareholders with less than a marketable parcef of 5 shares as at 31 August 2003 i 0

% af issued capital .

- Twenty Eargest 3harehutders as at 31 August 2003 Ng of shares
Gommor;wedlth Custod cﬂ qemzc:es Llrruted

Citicorp Nominees Ply Lt zed a
- - UBS Private Clierts Australia Mominses Pty b -
- Bhare Direct Nominges Pty Lid <hadi c:mal Nomlrlees A/C>
" Westpae Custodian Ncammes& i_[mrteci
_ Net Norninees Lirmited - B
- Perrtansnt Nominees (Ausi) Lamﬁer:i
' B Were Capttal Markets Umited e T e
URBC Globat Senvices Australia Nommees Pt; Lirvited] rBKCUST AJC
... UBS Nominees Pty Lid <Prime Broking A/C» ™
.. - Zurleh vestraent Managernent Limitad <Zurich Aubi Frxed im AKO:-
L I0OF Investroent Managament Limited - :
e Gogert Nominess Pty Bimited <SMP Accaurwts> . :
" RBC Globat Services Auc‘zraé in Nammees Pty umazed <PP AKC>
CMutgara Pry Lirnited o . i
" Mrs Fay Cleo Martin-Wabier © -

| Zurich Aystralia Limited 16,286

LoesEsz
-.__'128 866 .
108,850
e QTE0D
o GEen
L BEAES
CUEEETD
CUEOOET
CLBOO00
CUAYETS

. Permarnert Trustee Australia Limited <K¢\PO{:‘1 NC> ...................................................... .'_'I 7000

88

Total for Top 20 4,211,380

" Range of 3ha:ehoidmgs as at 31 Augusi 2003 ho of holders N of shares

- HO0 = 5, OOO
CB001 - 10, O{}O

SAG,001 - 100,000 - :

10001 and over 3 418,398

KT R _ R LAB0 L se0es |

CTe s EDE
CUH0g0s
apseee -

[..}48 -
CGs e
CBES L

. Total 1,585 2,000,000

s Sharehutders with less than a marketable parcel of & shares as at 31 August 20003 0 0

e

g

S
::E -
Lo
:i% :

-

-0
:_'é
B
CE
Lk
E
B

oot i
60.56 ..

% uf 1ssued capital |







