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INSURANCE AUSTRALIA GROUP LIMITED

APPENDIX 4D — HALF YEAR REPORT 31 DECEMBER 2007

RESULTS FOR ANNOUNCEMENT TO THE MARKET

Up/down % change $m
Revenue from ordinary activities Up 15% 4,688
Profit from ordinary activities after tax
attributable to shareholders Down 68% 110
Net profit attributable to shareholders of
Insurance Australia Group Limited Down 68% 110
Dividends — ordinary shares Amount per share Franked amount per share
Interim dividend 13.5 cents 13.5 cents

The record date of the dividend is 12 March 2008. The dividend is to be paid on 14 April 2008. The Company’s dividend
reinvestment plan (“DRP”) will operate by issuing new ordinary shares to participants at a 1.5% discount. The last date
for the receipt of an election notice for participation in the company’s DRP is 12 March 2008. The DRP Issue Price* will
be the Average Market Price* for the eight trading days from 17 March 2008 to 28 March 2008 inclusive, less the discount
of 1.5%.

Eligible shareholders may now lodge their DRP elections electronically by logging on to IAG's website at
http://www.iag.com.au/shareholder/manage/index.shtml.

* Defined terms in the Dividend Reinvestment Plan booklet.
This report is to be read in conjunction with the annual report of the Group for the year ended 30 June 2007 and any

public announcements made by the Group during the half year reporting period in accordance with the continuous
disclosure requirements of the Corporations Act 2001.
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INSURANCE AUSTRALIA GROUP LIMITED

APPENDIX 4D — HALF YEAR REPORT 31 DECEMBER 2007

OTHER INFORMATION

During the half year the Insurance Australia Group held an interest in the following joint ventures:

% Held
Joint venture
NTI Limited 50.00
Assetinsure Financial Products Pty Limited 50.00
Associates
AmAssurance Berhad 30.00
First Rescue and Emergency(NZ) Limited 50.00
Loyalty New Zealand Limited 25.00
Sureplan NZ Limited 30.00
AR Hub Pty Ltd 33.33
Arista Insurance Limited 25.60
InsuranceWide.com Services Limited 26.70

The company’s aggregate share of profits of these entities is not material.
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INSURANCE AUSTRALIA GROUP LIMITED

APPENDIX 4D — HALF YEAR REPORT 31 DECEMBER 2007

APPENDIX 4D COMPLIANCE MATRIX

Appendix 4D disclosure requirements

Insurance Australia Group Appendix 4D

Page
Number

Note
Number

1.

Details of the reporting period and the
previous corresponding period.

All financial data headings

2.

21

2.2

Key information in relation to the
following.  This information must be
identified as “Results for announcement
to the market”.

The amount and percentage change up
or down from the previous corresponding
period of revenue from ordinary activities.

The amount and percentage change up
or down from the previous corresponding
period of profit (loss) from ordinary
activities  after tax attributable to
members.

2.3 The amount and percentage change up or

2.4

25

2.6

down from the previous corresponding
period of net profit (loss) for the period
attributable to members.

The amount per security and franked
amount per security of final and interim
dividends or a statement that it is not
proposed to pay dividends.

The record date for determining
entitlements to the dividends (if any).

A brief explanation of any of the figures in
2.1 to 2.4 necessary to enable the figures
to be understood.

“Results for announcement to the market” page 1
Appendix 4D

Net tangible assets per security with the
comparative figure for the previous
corresponding period.

Attachment A: Half year financial report 31
December 2007:
e Notes to the financial statements

- Net tangible assets.

Page 24

Note 14

4.1

4.2

4.3

Details of entities over which control has
been gained or lost during the period,
including the following.

Name of the entity.
The date of the gain or loss of control.

Where material to an understanding of
the report — the contribution of such
entities to the reporting entity’s profit from
ordinary activities during the period and
the profit or loss of such entities during
the whole of the previous corresponding
period.

Attachment A: Half year financial report 31
December 2007:
e Notes to the financial statements

- Acqusitions and disposals of businesses

Page 23

Note 10
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INSURANCE AUSTRALIA GROUP LIMITED

APPENDIX 4D — HALF YEAR REPORT 31 DECEMBER 2007

Appendix 4D disclosure requirements Insurance Australia Group Appendix 4D Page Note
Number | Number
5. Details of individual and total dividends or | Attachment A: Half year financial report 31
distributions and dividend or distribution | December 2007:
payments. The details must include the | ¢«  Notes to the financial statements
date on which each dividend or - Dividends note Page 19 | Note 7
distribution is payable and (if known) the
amount per security of foreign sourced
dividend or distribution.
6. Details of any dividend or distribution | Attachment A: Half year financial report 31
reinvestment plan in operation and the | December 2007:
last date for the receipt of an election | e Notes to the financial statements
notice for participation in any dividend or - Dividend note Page 19 | Note 7

distribution reinvestment plan.

7 Details of associates and joint venture
entities including the name of the
associate or joint venture entity and
details of the reporting entity’s percentage
holding in each of these entities and -
where material to an understanding of the
report - aggregate share of profits
(losses) of these entities, details of
contributions to net profit for each of
these entities, and with comparative
figures for each of these disclosures for
the previous corresponding period.

“Other information” page 2 Appendix 4D

8. For foreign entities, which set of
accounting standards is used in compiling
the report (e.g. International Accounting
Standards).

Not applicable

9. For all entities, if the accounts are subject
to audit dispute or qualification, a
description of the dispute or qualification.

Not applicable
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INSURANCE AUSTRALIA GROUP LIMITED

APPENDIX 4D — HALF YEAR REPORT 31 DECEMBER 2007

ATTACHMENT A

INSURANCE AUSTRALIA GROUP LIMITED AND SUBSIDIARIES

HALF YEAR FINANCIAL REPORT - 31 DECEMBER 2007
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S18 -
INSURANCE AUSTRALIA GROUP LYMITED AND SUBSIDIARIES

NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF YEAR END]Q) 31 DECEMBER 2007

‘ CONSOLIDATED
31 December 31 December
2007 2006
cents cents
NOTE 6: EARNINGS PER SHARE
(a) Reporting period values
Basic carnings per ordinary share(® 6.07 21.42
Diluted earnings per ordinary share 6.03 21.30

{i) The basic earnings per ordinary share excludes the treasury shares held in trust from the denominator of the calculation, but includes
carnings attributable to those shares in the numerator, to comply with AASB 133 Earnings per Share: If the amounts relating to those shares
are excluded from both the numerator and denominator, the basic earnings per ordinary share for the half year ended 31 December 2007
would be reduced to 6.03 cents (31 December 2006 - 21.30 cents). :

CONSOLIDATED
31 December 31 December
2007 2006
$m Sm
() Reconciliation of earnings used in calculating earnings per share
Profit for the period 127 382
Profit attributable to minority interests (17 (37N
Profit attributable to equity holders of the Parent which is the earnings used in
calculating basic and diluted earnings per share . . 110 345
CONSOLIDATED
31 December 31 December
2007 2006
Number of Number of
shares in shares in
millions millions
(¢) Reconciliation of weighted average number of ordinary shares used in
calculating earnings per share
Ordinary shares on issue ' ' 1,822 1,616
Treasury shares held in trust (13) 9
Weighted average number of ordinary shares used in the calculation of basic earnings '
per share ’ 1,809 1,607
Weighted average number of dilutive potential ordinary shares relating to:
- Unvested share based remuneration rights supported by treasury shares held in trust 13 9
Weighted average number of ordinary shares used in the calculation of diluted
earnings per share ' 1,822 1,616
The following matters are relevant to the determination of the weighted average number of ordinary shares:
. The reset preference shares are not considered to.be dilutive potential ordinary shares even though they may convert into ordinary
shares because the contingent conversion conditions were not met at the reporting date.

. The reset exchangeable securities on issue by IAG Finance (New Zealand) Limited, a wholly-owned subsidiary of IAG, are not

considered to be dilutive potential ordinary shares because the contingent conversion conditions were not met at the reporting
date.
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INSURANCE AUSTRALIA GROUP LIMITED AND SUBSIDIARIES

NOTES TO THE FINANCIAL STATEI\/IENTS FOR THE HALF YEAR ENDED 31 DECEMBER 2007

NOTE 7: DIVIDENDS

Cents per ‘ Tax rate for Percentage
share  Total amount Payment date franking credit franked

(a) Ordinary shares Sm

Recognised in half year ended 31

December 2007 :

2007 final dividend 16.0 287 8 October 2007 30% 100%

Recognised in year ended 30 June 2007 ‘
© 2007 interim dividend ‘ 13.5 237 16 April 2007 30% 100%
- 2006 final dividend 16.0 253 9 October 2006 30% 100%

492

It is standard practice to declare the dividend for a period after the relevant reporting date. In accordance with the IAG Group's accounting
policy, a dividend is not accrued for until it is declared and so the dividends for a period are generally recognised and measured in the
financial reporting period following the period to which the dividend relates. )

(b) Dividend reinvestment

There have been no changes in the terms and conditions of the Dividend Reinvestment Plan ("DRP") in operation during the half year
reporting period.

The DRP for the 2007 final dividend paid on 8 Qctober 2007 was settled with the issuance of 58.4 million fully paid ordinary shares priced
at $4.9233 per share (based on the average market price for the ten trading days from 10 September 2007 to 28 September 2007 inclusive)
with 19.4 million shares issued to existing shareholders with dividend entitlements and 39.0 million shares issued to the underwriter of the
subscriptions for the DRP. There was no discount applied.

(c) Dividend not recognised at reporting date

In addition to the above dividends, the following dividend was declared after the reporting date but before finalisation of this haif year
financial report and has not been recognised in this financial report.

Cents per Expected payment Tax rate for Percentage
share Total amount date franking credit franked
Sm
2008 interim dividend 13.5 250 14 April 2008 30% 100%

The dividend was declared on 29 February 2008. The Company's dividend reinvestment plan ("DRP) will operate by issuing new ordinary
shares to participants at 1.5% discount. The last date for the receipt of an election notice for participation in the dividend reinvestment
plan in relation to this interim dividend is 12 March 2008. :
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INSURANCE AUSTRALIA GROUP LIMITED AND SUBSIDIARIES

NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF YEAR ENDED 31 DECEMBER 2007

CONSOLIDATED
31 December 30 June
2007 2007
$m $m

NOTE §: INTEREST-BEARING LIABILITIES
(a) Composition
Unsecured
Unsecured notes (i) 45 89
NZD senior term notes 44 45
Receivables refinancing debt (i) - 6
Derivatives related to USD subordinated term notes 122 125
Subordinated term notes (i) - 299
USD subordinated term notes 273 283
Euro / USD floating rate notes 47 46
GBP subordinated term notes 567 591
NZD subordinated term notes (ii) 88 -
Reset preference shares 550 550
Secured
Secured mortgage 2 2
Less: capitalised transaction costs as) (19}

1,723 2017

{(b) Significant changes during the period

There has been no change in terms and conditions of the interest-bearing liabilities since 30 June 2007 except for the following:

(i) The reduction in balances of these interest-bearing liabilities is represented by the repayments made during the current half year period.

(ii) The NZD subordinated term notes have a face value of NZ3100 millicn,
Limited (a wholly-owned subsidiary of Insurance Australia Limited). They are fixed rate notes with
payable semi-annuaily. The notes mature in November 2017, however, they may be red
2012 onwards, subject to the approval of the Australian Prodential Regulation Authority ("APRA™). If the notes are not redeemed in
November 2012, ali notes become floating notes with an interest rate of three month New Zealand Bank Bill Swap Rate plus a margin of
1.50% per annum. The notes qualify for lower tier 2 capital for the purpose of Insurance Australia Limited's APRA regulatory capital

position.

(iii) All other movements in balances from 30 June 2007 to 31 December 2007 represent differences in exchange rates at each reporting

date and mark to market movements.

and were issued at par by Insurance Australia Funding 2007
an interest rate of 9.105% per annum,
eemed at par at the issuer's option from November
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INSURANCE AUSTRALIA GROUP LIMITED AND SUBSIDIARIES

NOTES TO THE FINANCIAL STATEMENTS FOR THE HALFE YEAR ENDED 31 DECEMBER 2007

CONSOLIDATED
31 December 30 June 31 December 30 June
2007 2007 2007 2007
Number of shares  Number of $m $m
million shares
million
NOTE 9: RECONCILIATION OF TOTAL EQUITY
Share capital
Ordinary shares
Balance at the beginning of the financial period 1,794 1,595 4,361 3,263
Shares issued under institutional placement - 136 - 750
Institutional placement share issue costs, net of
tax _ - - - (13)
Shares issued under Share Purchase Plan - 23 . - 125
Share Purchase Plan issue costs, net of tax - - - (H
Shares issued for the fully underwritten dividend 59 40 287 : 237
Balance at the end of the financial period — e L833 1704 4648 4361
CONSOLIDATED
31 December 30 June
2007 2007
Sm $m
(a) Share capital (refer above) 4,648 4,361
(b) Treasury shares held in frust
Balance at the beginning of the financial period (69) (40)
Acquisition of shares 3 (30
Shares vested and/or released to participants 1 1
Balance at the end of the financial period an {69)
(¢) Reserves
Foreign currency translation reserve
Balance at the beginning of the financial period (34) (15)
Net exchange difference on translation of foreign operations (3] (73
Hedge of net investment in a subsidiary 54 54.
Balance at the end of the financial period 49 (34)
Share based remuneration reserve
Balance at the beginning of the financial period 33 19
Charged to profit for the period 13 15
Transfers from the reserve upon vesting of rights/shares 1y {
Balance at the end of the financial period 45 33
Hedging reserve
Balance at the beginning of the financial period 3 (10
Net movements in fair value of derivatives forming hedge 3 (o)
Net movements in fair value recognised in profit 10 40
Net tax impact from movements (4) (3)
Balance at the end of the financial period 6 (3)

Total reserves

2 (4)
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INSURANCE AUSTRALIA GROUP LIMITED AND SUBSIDIARIES

NOTE 9: RECONCILIATION OF TOTAL EQUITY (Continued)

NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF YEAR ENDED 31 DECEMBER 2007

CONSOLIDATED
31 December 30 June
2007 2007
$m $m
(d) Retained earnings .
Balance at the beginning of the financial period 372 274
Profit atiributable to equity holders of the Parent 110 552
Actuarial gains and {losses) on defined benefit superannuation plans, net of tax (2) 39
Dividends declared and paid (287) 492)
Acquisition of minority interest in subsidiaries - (3)
Dividends on treasury shares held in trust 2 4
Balance at the end of the financial period 195 372
Parent interest .._—_=—f.!‘7’:='M =..=—-‘4__6—60
(e} Minority interests
Balance at the beginning of the financial period 172 180
Profit atiributable to minority interests . 17 77
Actuarial gains and (losses) on defined benefit superannuation plans, net of tax,
attributable to minority interests 1 1-
Share based remuneration reserve - -
Distributions to minority interests (42) (86)
Balance at the end of the financial period 146 172
Minority interests comprising:
— Share capital 126 126
—Retained earnings 20 46
Minority interests 146 172
Total equity . 4.920 — . 4.832
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INSURANCE AUSTRALIA GROUFP LIMITED AND SUBSIDIARIES

NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF YEAR ENDED 31 DECEMBER 2007

NOTE 10: ACQUISITIONS AND DISPOSALS OF BUSINESSES

31 December 2007

There have been no changes in the current half year reporting period to the JAG Group structure composition ha\'.'ing a mate.rial impact on
the financial performance or position of the Consolidated entity. Brief information is provided about the following transactions that have
occurred.

(i) Acquisition of New Zealand based general insurance business

The IAG Group acquired the renewal business of Anthony Runacres and Associates Limited effective 30 November ZOQT for a tqtal
acquisition cost of $7 million including transaction costs and the estimated present value of deferred consideration. The business consists
of insurance and risk professionals who specialise in fire and general insurance broking in the commercial sector.

(ii) Acquisition of vegional broking businesses in the United Kingdom

The IAG Group continued with its strategy in the United Kingdom ("UK") of acquiring smailer regional brokers. “There were several
businesses acquired during the period with total consideration paid of $11 million. The largest acquisition during the period was the
purchase of Just Idol Limited (irading as Diamond Insurance Services) effective 1 November 2007 for a total acquisition cost (including
transaction costs) of $5 million. :

(iii) Disposal of CGU Premium Funding loan business

Effective 17 August 2007, the IAG Group disposed of the existing and ongoing loan business of CGU Premium Funding Pty Limited. A net
profit of $9 million was recognised from the sale of the business.

31 December 2006

Information is provided below regarding the finalisation of the acquisition accounting for one of the acquisitions made during the preceding
financial year ended 30 June 2007. For further details on the changes in the IAG Group structure -during the financial year ended 30 June
2007, refer to the 2007 annual report.

Acquiisition of Hastings Insurance Services Limited and Advantage Insurance Company Limited

The Consolidated entity, effective 29 September 2006, acquired 100% of the share capital of Hastings Insurance Services Limited
(“Hastings”) and Advantage Insurance Company Limited (“Advantage™) which are involved in general insurance broking and underwriting
in the UK. The fair value of the net assets and acquired intangible assets have previously been reported on 2 provisionai basis. The table

below shows the final amounts used in accounting for the transaction together with adjustments made to the previously reported provisional
amounts.

CONSOLIDATED
Notes Provisional Adjustment Final
$m $m $m

Purchase consideration (including transaction costs) () 349 _(28) 321
Total assets ) 447 - 447
Total liabilities o) (422) (28 (450}
Fair value of net identifiable assets acquired 25 t28) 33
Customer relationships (ii) 52 38 16
Brands ' 96 - 96
Other contractual arrangements - software 20 - 20
Fair value of identifiable intangible assets acquired 168 (36) 132
Goodwil (ii) 156 36 192

: 324 - 324

(i) This adjustment to the acquired tax liabilities reflects & final assessment received from the UK tax authority of tax liabilities relating to
Ha\.stmgs for tax periods prior to the date when the company was acquired by the IAG Group. The change has been reflected as an
adjustment to the consideration paid as the amount is being recovered from the retention account with a portion of the original

consideration paid having being retained to settle this known liability. This adjustment has therefore had no impact on the goodwill
recognised.

(ii) Detailed work completed in the current half year reporting period has resulted in the identification of errors with certain inputs used in
the prov.lswnal acquisition date valuation of one of the acquired intangible assets. The correction of these inputs has resulted in a
reallocation of value between the acquired intangible asset and goodwill.
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INSURANCE AUSTRALIJA GROUP LIMITED AND SUBSIDIARIES

NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF YEAR ENDED 33 DECEMBER 2007

SN e AT i

NOTE 11: CONTINGENCIES

There have been no material changes in contingent liabilities or contingent assets since 30 June 2007. As at 30 June 2007, Hasti_ngs prior
year potential tax assessments were outstanding. The assessments werc received during the current half year period resulfed in no net
financial impact (refer to note 10 for further detail).

NOTE 12: RELATED PARTY DISCLOSURES

The 1AG Group continues operating a shared services model with the use of dedicated units and entities to provide services throughout the
1AG Group. For further details on these arrangements, refer to the annual report for the year ended 30 June 2007. All transactions that
have occurred among subsidiaries within the IAG Group have been eliminated for consolidation purposes.

NOTE 13: EVENTS SUBSEQUENT TO REFORTING DATE

As the following transactions occurred after reporting date and did not relate to conditions existing at reporting date, no account has been
taken of them in the financial statements for the half year ended 31 December 2007.

(a) Declaration of interim dividend

On 29 February 2008, an interim dividend of 13.5 cents per share, 100% franked, was declared by the Company. The dividend will be paid
on 14 April 2008.

CONSOLIDATED
31 December 30 June
2007 2007
$ $
NOTE 14: NET TANGIBLE ASSETS
‘Net tangible assets per ordinary share 0.9% 0.90

Net tangible assets per ordinary share has been determined using the net assets on the balance sheet adjusted for minority interests,
intangible assets and goodwill.
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INSURANCE AUSTRALIA GROUP LIMITED AND SUBSIDIARIES

DIRECTORS' DECLARATION

In the opinion of the Directors of Insurance Australia Group Limited:
(a) the financial statements and notes 1 to 14, are in accordance with the Corporations Act 2001 including:

(i) giving a true and fair view of the financial position of the Consolidated entity as at 31 December 2007 and of its performance,
as represented by the results of its operations and its cash flows, for the half year ended on that date; and

(ii) complying with Australian Accounting Standard AASB 134 Inferim Financial Reporting and the Corporations Regulations
2001; and

L) there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due and payable.

Signed at Sydney this 29th day of February 2008 in accordance with a resolution of the Directors.

. Director

Director
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INDEPENDENT AUDITOR'S REPORT TO THE EQUITY HOLDERS OF INSURANCE AUSTRALIA GROUP
LIMITED

We have reviewed the accompanying half-year financial report of Insurance Australia Group Limited (the _“Company”), which compr_ises
the consolidated balance sheet as at 31 December 2007, and the consolidated income statement, consolidz}teq statement of -recogn.ls.ed
income and expense and consolidated cash flow statement for the half-year ended on that date, a summary of significant accounting policies

and other explanatory notes 1 to 14 and the directors’ declaration of the consolidated entity comprising the Company and its subsidiaries at
the half-year’s end or from time to time during the half-year.

Directors' responsibility for the Sfinancial report

The directors of the Company are responsible for the preparation and fair presentation of the half-year financial report in accordance with
the Australian Accounting Standard AASB 134 Interim F inancial Reporting and the Corporations Act 2001. This responsibility includes
designing, implementing and maintaining internal controls relevant to the preparation and fair presentation of the half-year financial report
that is free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

Auditor's responsibility

QOur responsibility is to express an opinion on the half-year financial report based on our review. We conducted our review in accordance
with the Auditing Standard on Review Engagements ASRE 2410 Review of an Interim Financial Report Performed by the Independent
Auditor of the Entity, in order to state whethet, on the basis of the procedures described, we have become aware of any matter that makes
us believe that the half-year financial report is not in accordance with the Corporations Act 2001 including: giving a true and fair view of
the Company’s financial position as at 31 December 2007 and iis performance for the half-year ended on that date; and complying with
Australian Accounting Standard AASB 134 Interim F inancial Reporting and the Corporations Regulations 2001. As auditors of Insurance

Australia Group Limited, ASRE 2410 requires that we comply with the ethical requirements relevant to the audit of the annual financial
report.

A review of a half-year financial report consists of making enquiries, primarily of persons responsible for financial and accounting matiers,
and applying analytical and other review procedures. A review is substantially less in scope than an audit conducted in accordance with
Australian Auditing Standards and consequently does not enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an aundit. Accordingly, we do not express an audit opinion,

Conclusion

Based on our review, which is not an audit, we have not become aware of any matter that makes us believe the half-year financial report of
Insurance Australia Group Limited and its subsidiaries is not in accordance with the Corporations Act 2001, including:

(a) giving a true and fair view of the consolidated entity's financial position as at 31 December 2007 and of its performance for the
half-year ended on that date; and

(b complying with Australian Accounting Standard AASB 134 Interim Financial Reporting and the Corporations Regulations 2001.

KP MGy
KPMG

Brian Grei Sydney

Partner 29 February 2008



