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IAG TO ACQUIRE WESFARMERS’ )
UNDERWRITING BUSINESSES IN sm;{e!égup

AUSTRALIA AND NEW ZEALAND
AND CONDUCT CAPITAL RAISING

Insurance Australia Group Limited (IAG) today announced it had agreed to purchase the
insurance underwriting businesses of Wesfarmers Limited for $1.845 billion, strengthening
its position in its home markets of Australia and New Zealand.

The acquisition comprises Wesfarmers’ underwriting companies trading under the WFI and Lumley
Insurance brands, as well as a ten-year distribution agreement with Coles.

IAG Managing Director and Chief Executive Officer, Mike Wilkins, said the acquisition is a compelling
strategic fit for IAG. “This is a unique opportunity, which is expected to deliver significant long term
value for IAG shareholders and unlock further growth potential for our businesses in Australia and
New Zealand,” he said.

The acquisition is expected to deliver modest earnings per share (EPS) accretion in its first full year of
ownership, and at least 5% accretion in the second year (excluding integration costs and amortisation
of identified intangibles). The acquisition will be funded from a combination of ordinary equity,
subordinated debt and internal funds. This includes a fully underwritten $1.2 billion institutional
placement at $5.47 per share, a 4% discount to the closing IAG share price on the Australian
Securities Exchange (ASX) on 13 December 2013.

“Acquiring these businesses supports the Group’s strategic priorities of accelerating profitable growth
in Australia and sustaining our market-leading position in New Zealand, and we expect attractive EPS
accretion,” Mr Wilkins said.

The integration of Wesfarmers’ underwriting businesses is expected to generate net synergies of
approximately $140 million per annum pre-tax, with a significant proportion derived from reinsurance.
The integration process is expected to be substantially complete within two years, with pre-tax
integration costs of $120 million expected to be recognised.

“Wesfarmers’ underwriting operations are highly complementary to our existing intermediated
businesses in Australia and New Zealand and will be integrated with our CGU and NZI operations.
This acquisition confirms IAG’s position as the leading intermediated insurer in Australasia and, based
on FY13 results, increases our gross written premium (GWP) base by around 18%,” Mr Wilkins said.

AUSTRALIA - CGU

CGU Chief Executive Officer, Peter Harmer, said the addition of WFI and Lumley confirms CGU'’s
position as the leading intermediated insurer in Australia.

He said the combined business would have enhanced scale and capability to meet the needs of its
customers and partners, providing them with access to broader product offerings.

“These businesses have a lot in common, with long and proud histories, a heartland in regional and
rural Australia, well known and respected brands, a strong presence in SME and a growing capability
in the large corporates segment. The addition of WFI and Lumley also provides CGU with solid
positions in attractive segments, such as commercial motor,” he said.
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Mr Harmer said the partnership with Coles is also an attractive opportunity, with affinity insurance an
important part of CGU'’s existing portfolio.

“We're committed to providing customers with choices in how they interact with us, and this
partnership enhances the Group’s position in this regard.

“CGU has a strong capability in affinity and financial institution partnerships and the Coles partnership
will complement our existing portfolio,” Mr Harmer said.

NEW ZEALAND — NZI

IAG’s Chief Executive Officer, New Zealand, Jacki Johnson, said the acquisition of Wesfarmers’ New
Zealand underwriting business would enhance IAG’s product and service offerings.

“Wesfarmers in New Zealand has very complementary strengths to our own business, notably its
expertise and success in the commercial motor vehicle segment, which we will look to build upon.

“The acquisition consolidates NZI's position as the leading provider of insurance through New
Zealand's trusted broker network and further demonstrates our commitment to this country,” Ms
Johnson said.

ACQUISITION FUNDING

The acquisition will be funded through a combination of ordinary equity, subordinated debt and internal
funds:

= A fully underwritten $1.2 billion institutional placement, comprising the issue of approximately 219
million shares at $5.47 per share;
A non-underwritten share purchase plan (SPP) capped at $200 million;
$300 million of Tier 2 subordinated debt, planned for issue in early calendar 2014; and
The balance from internal funds.

IAG’s Chief Financial Officer, Nick Hawkins, said that following completion of the acquisition and the
related funding and capital initiatives, the Group’s regulatory capital position is expected to remain
within its targeted benchmarks. On a 30 June 2013 pro forma basis, the Group’s Prescribed Capital
Amount multiple is expected to be approximately 1.59.

COMPLETION

The acquisition is subject to all necessary regulatory approvals and is expected to be completed in the
second quarter of calendar 2014.

FY14 OUTLOOK

The Group has reaffirmed its FY14 guidance of GWP growth of between 5-7% and a reported
insurance margin in the range of 12.5-14.5%.

FY14 guidance assumes:

= No contribution from the acquired Wesfarmers underwriting businesses (assuming a 30 June 2014
completion date);
Net losses from natural perils in line with budgeted allowance of $640 million;
No material movement in foreign exchange rates or investment markets; and
Prior period reserve releases of 1-2% of net earned premium.

ADDITIONAL INFORMATION

Further information about the acquisition and associated funding can be found in the investor
presentation lodged with the ASX today.
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ABOUT INSURANCE AUSTRALIA GROUP

Insurance Australia Group Limited (IAG) is the parent company of a general insurance group with controlled
operations in Australia, New Zealand, Thailand and Vietnam, employing around 13,500 people. Its current
businesses underwrite approaching $10 billion of premium per annum, selling insurance under many leading
brands including NRMA Insurance, CGU, SGIO, SGIC and Swann (Australia); NZI, State and AMI (New Zealand);
Safety and NZI (Thailand); and AAA Assurance (Vietnam). IAG also has interests in general insurance joint
ventures in Malaysia, India and China. For further information please visit www.iag.com.au.
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ABOUT WESFARMERS’ INSURANCE UNDERWRITING BUSINESSES

Wesfarmers’ insurance underwriting businesses reported GWP of over $1.6 billion in respect of the financial year
ending 30 June 2013 (FY13). The businesses comprise operations trading under the WFI and Lumley Insurance
brands in Australia and under the Lumley Insurance brand in New Zealand. The businesses employ over 2,100
people.

IMPORTANT INFORMATION

The information in this announcement is for information purposes only. To the extent that certain statements contained in this
announcement constitute “forward-looking statements” or statements about “future matters”, the information reflects IAG’s intent, belief
or expectations at the date of this announcement. IAG gives no undertaking to update this information over time (subject to legal or
regulatory requirements). Any forward-looking statements, including projections, guidance on future revenues, earnings and estimates,
are provided as a general guide only and should not be relied upon as an indication or guarantee of future performance. Forward-
looking statements involve known and unknown risks, uncertainties and other factors that may cause IAG’s actual results, performance
or achievements to differ materially from any future results, performance or achievements expressed or implied by these forward-looking
statements. Neither IAG, nor any other person, gives any representation, assurance or guarantee that the occurrence of the events
expressed or implied in any forward-looking statements in this announcement will actually occur.

An investment in IAG shares is subject to investment and other known and unknown risks, some of which are beyond the control of IAG.
IAG does not guarantee any particular rate of return or the performance of IAG nor does it guarantee the repayment of capital from IAG
or any particular tax treatment. Persons should have regard to the risks outlined in the investor presentation. This announcement
should be read in conjunction with that presentation and the important notes contained in that document.

This announcement is not financial advice or a recommendation to acquire IAG shares and has been prepared without taking into
account the objectives, financial situation or needs of individuals. Before making an investment decision, prospective investors should
consider the appropriateness of the information having regard to their own objectives, financial situation and needs and seek such legal,
financial and/or taxation advice as they deem necessary or appropriate to their jurisdiction.

This announcement is not an offer or an invitation to acquire IAG shares or any other financial products in any place, or to any person to
whom, it would be unlawful to make such an offer or invitation. This announcement is not a prospectus, product disclosure statement or
other disclosure document under Australian law. The information in this announcement does not constitute an offer in any jurisdiction in
which, or to any person to whom, it would not be lawful to make such an offer.

This announcement does not constitute an offer to sell, or a solicitation of an offer to buy, any securities in the United States. The new
securities have not been, and will not be, registered under the U.S. Securities Act of 1933, as amended (“the U.S. Securities Act”) or the
securities laws of any state or other jurisdiction of the United States, and accordingly may not be offered or sold, directly or indirectly, in
the United States, unless they have been registered under the U.S. Securities Act, or are offered and sold in a transaction exempt from
registration requirements. This announcement may not be distributed or released in the United States.

This announcement includes certain financial data that may be considered “non-GAAP financial measures” under Regulation G of the
U.S. Securities Exchange Act of 1934, as amended. Such non-GAAP financial measures do not have a standardised meaning
prescribed by Australian Accounting Standards (“AAS”) or International Financial Reporting Standards (“IFRS”) and may not be
comparable to similarly titled measures presented by other entities, and should not be construed as an alternative to other financial
measures determined in accordance with AAS or IFRS.

In addition, this announcement contains pro forma financial information. The pro forma financial information provided in this
announcement is for illustrative purposes only and is not represented as being indicative of IAG’s views on its future financial condition
and/or performance. The pro forma financial information does not purport to be in compliance with Article 11 of Regulation S-X of the
rules and regulations of the U.S. Securities and Exchange Commission.
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