
REMUNERATION REPORT
LETTER FROM THE PEOPLE AND REMUNERATION COMMITTEE CHAIRMAN
Dear Shareholder

IAG is pleased to present its Remuneration Report for the year ended 30 June 2014.  

IAG has built on the solid foundation laid while remediating the business in 2009 and delivered a strong performance for the year
ended 30 June 2014.  Gross written premium (GWP) has grown from $7.8 billion in the year ended 30 June 2009 to $9.8 billion in the
year ended 30 June 2014, including an increase of 3% during the current financial year.  Our underlying margin, the true measure of
the underlying strength of the business, has doubled since 2009 and was 14.2% in the year ended 30 June 2014.  We have also
recorded a strong performance in our two long term financial targets of cash return on equity (ROE) and relative total shareholder
return (TSR).  Cash ROE aligns the interests of shareholders and Executives as it is used to calculate the dividend paid to shareholders
and as a measure for half of IAG’s Long Term Incentive (LTI) plan.  Our cash ROE has risen from 4.9% in 2009 to 23.0% this financial
year.  The ROE component of the LTI vested for the first time in the year ended 30 June 2014.  Similarly, IAG’s TSR measured by our
LTI plan exceeded the top quartile of our peer group.

IAG’s executive remuneration framework has remained constant for a number of years and is strongly tied to the short and long term
performance of the business.  Given IAG’s performance, the value of reward received by Executives has increased in the year ended
30 June 2014, particularly reward based on long term outcomes.  The following table provides a summary of some key highlights for
the year ended 30 June 2014:

2014 HIGHLIGHTS SUMMARY

Fixed remuneration
movement remains
conservative

IAG continues to assess the fixed remuneration of its Executives against the market.  In the year
ended 30 June 2014, IAG granted a 2% average fixed pay increase to Executives.  This is in keeping
with our target of providing market competitive fixed remuneration that takes into account an
Executive's experience, skills, the internal relativities of IAG’s Executive team and comparison with
external roles.

Short term performance was
strong

Short term performance for the year ended 30 June 2014 included strong margins and the fulfilment
of important strategic goals, resulting in an average short term incentive (STI) payment of 79% of the
maximum achievable for the CEO and Group Executives.

IAG delivers sustained long
term performance

IAG exceeded its ROE and relative TSR targets.  Based on a number of years of solid returns, the ROE
and TSR hurdles for the LTI plan were met and the LTI for the Group CEO and Executive team tested
during the year ended 30 June 2014 vested in full.  The market value of LTI that vested during the
financial year is significantly higher than that in previous years as a result of:
 full vesting of the ROE hurdle, for the first time.

 full vesting of the LTI tested in the financial year, including additional vesting through retesting
of the TSR portion of prior grants.  Retesting was removed from grants made after July 2013.

 significant share price gains, also experienced by shareholders, since the LTI was granted.

Aligning shareholder interests
through the mandatory
shareholding requirement

IAG believes strongly in aligning the interests of Non-Executive Directors (NEDs) and Executives with
those of shareholders requiring each to hold a significant number of IAG shares.  All NEDs and
Executives have exceeded their requirement at 30 June 2014.

The Board will continue to ensure that IAG’s reward frameworks are effective in attracting quality people and rewarding superior
organisational performance in the interests of customers and shareholders.  In the 2014 financial year, the Board engaged an external
independent advisor to review IAG’s executive remuneration framework, including the LTI.  The review found that the long term targets
of ROE and TSR are appropriate for Executives and are sufficiently challenging through the insurance cycle to drive the achievement of
IAG’s strategy and deliver strong returns for shareholders.  As a result, there were no significant changes made to the executive
remuneration structure.

As part of IAG's ongoing governance of reward and in line with regulations from APRA, we conducted an assessment to determine if any
clawback of unvested or unexercised equity grants was required, and the Board is satisfied that no adjustment is necessary.

The Board is committed to ensuring the Remuneration Report presents executive remuneration in a consistent, concise and simple
manner, as well as complying with the Corporations Act 2001.  As in previous years, in this report we voluntarily disclose the actual
remuneration received by Executives, in addition to meeting our statutory reporting obligations.  In response to feedback on last year’s
report, we have included additional details of both STI and LTI performance measures and outcomes in this year’s report.

The Board is confident that IAG’s remuneration policies support the Group’s financial and strategic goals, and meet stringent
governance requirements.  We believe that the Remuneration Report demonstrates clearly the alignment between executive
remuneration, the Group's performance and shareholders' interests, and we look forward to your continued support for our policies,
and our disclosure.

On behalf of the Board, I invite you to review the full report and thank you for your continued interest.

Yours sincerely

Yasmin Allen
People and Remuneration Committee Chairman
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A. REMUNERATION EXPLAINED
I. Key terms and definitions
The key terms and definitions used throughout this report are explained below:

TERM DEFINITION

Actual remuneration The dollar value of remuneration actually received by the Executives in the financial year.  This
is the sum of fixed remuneration plus the cash portion of the STI plus the value of DAR vested
during the year plus the value of LTI in the form of EPR vested during the year.

At-risk remuneration The components of remuneration that are at-risk because they depend on a combination of the
financial performance of the Group and the Executives' performance against individual financial
and non-financial measures.  At-risk remuneration typically includes STI (cash and deferred
remuneration) and LTI.

Base salary Cash component of fixed remuneration.

Cash return on equity (ROE) Based on cash earnings on average total shareholders’ equity during the financial year.  Cash
earnings is defined as net profit after tax attributable to IAG shareholders plus amortisation and
impairment of acquired identifiable intangible assets and adjusted for unusual items.  Cash ROE
is used to calculate one half of the outcome in the LTI plan.

Cash STI The two-thirds portion of STI for the year ended 30 June 2014 that is paid in the form of cash in
September 2014, following the end of year assessment and approval by the Board.

Corporate Office Executives The Chief Financial Officer, Chief Risk Officer and Chief Strategy Officer.

Deferred STI/Deferred Award Rights
(DAR)

The one-third portion of STI for the year ended 30 June 2014 that is deferred over a period of
two years and awarded in the form of DAR.  At the date of vesting, the holder of DAR is eligible
to receive one IAG ordinary share per DAR, by paying the exercise price of $1 per tranche of DAR
exercised.

Divisional Executives The Executives with responsibility for managing a division.

Executive team The Executives who report directly to the Group CEO.

Executives The Group CEO and the Executive team.

Fixed remuneration Base salary plus superannuation.  Individuals can determine the mix of base salary and
superannuation they receive in line with legislative requirements.

Group CEO IAG’s Managing Director and Chief Executive Officer.

Key management personnel (KMP) The Group CEO and the Executive team responsible for managing the Group and the Board of
Directors.

Long term incentive (LTI)/Executive
Performance Rights (EPR)

A grant of rights in the form of EPR that are exercisable for IAG ordinary shares or cash between
three and four years after the grant date if performance hurdles are achieved.

People and Remuneration
Committee (PARC)

The Board committee which oversees IAG's remuneration practices.

Short term incentive (STI) The part of annual at-risk remuneration that is designed to motivate and reward for
performance, typically in that financial year.  STI results are determined by performance against
a balanced scorecard, based on goals which reflect financial and non-financial measures.

For the Group CEO and the Executive team, one third of STI is deferred for a period of two years.

Total shareholder return (TSR) Used as one measure of Group performance over a period of time.  TSR combines share price
appreciation and dividends paid to show total return to shareholders, relative to that of other
companies in the peer group.  IAG uses relative TSR performance to calculate one half of the LTI
outcome.

WACC Weighted average cost of capital.

27



II. Key management personnel covered in this report
This report sets out the remuneration details of IAG's KMP as listed below:

NAME POSITION TERM AS KMP

Executives

Michael Wilkins Managing Director and Chief Executive Officer Full year

Duncan Brain Chief Executive Officer, Asia Part year - from 1/10/2013

Justin Breheny (a) Chief Risk Officer Full year

Andy Cornish Chief Executive Officer, Australia Direct Full year

Peter Harmer Chief Executive Officer, CGU Full year

Nicholas Hawkins Chief Financial Officer Full year

Jacki Johnson Chief Executive Officer, New Zealand Full year

Leona Murphy Chief Strategy Officer Full year

Executives who ceased as key management personnel

Alex Harrison (b) Acting Chief Executive Officer, Australia Direct Part year - from 1/11/2013
to 28/01/2014

Non-Executive Directors

Brian Schwartz Chairman, Independent Non-Executive Director Full year

Yasmin Allen Non-Executive Director Full year

Peter Bush Non-Executive Director Full year

Alison Deans Non-Executive Director Full year

Hugh Fletcher Non-Executive Director Full year

Raymond Lim Non-Executive Director Full year

Dr Nora Scheinkestel (c) Non-Executive Director Full year

Philip Twyman Non-Executive Director        Full year

(a) Justin Breheny ceased as Chief Executive Officer, Asia and was appointed to the role of Chief Risk Officer on 1 October 2013.

(b) Alex Harrison was Acting Chief Executive Officer, Australia Direct from 1 November 2013 to 28 January 2014 during a period of extended leave by
Andy Cornish.  Disclosure of Alex Harrison's remuneration is included in the actual and statutory remuneration tables only, and relates solely to his
role as acting CEO, Australia Direct.  From 1 July 2014 Alex Harrison resumed as a KMP in the role of Chief Executive, Enterprise Operations.

(c) Dr Nora Scheinkestel commenced as a Director on 1 July 2013.
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B. 2014 SNAPSHOT
I. Actual remuneration received by Executives
The actual remuneration paid to Executives during the current and previous financial years is set out below.  IAG discloses actual
remuneration voluntarily for increased transparency.  Actual remuneration includes fixed remuneration, other benefits and leave
accruals, termination payments and cash STI paid, as well as any deferred STI or LTI that vested in the relevant financial year.  For
remuneration details provided in accordance with the Accounting Standards refer to Section E.

TABLE 1 - ACTUAL REMUNERATION RECEIVED IN 2014 AND 2013

NAME
FINANCIAL

YEAR FIXED PAY

OTHER
BENEFITS AND

LEAVE
ACCRUALS

TERMINATION
PAYMENTS CASH STI

DEFERRED STI
VESTED LTI VESTED

TOTAL ACTUAL
REMUNERATION

RECEIVED

$000 $000 $000 $000 $000 $000 $000

(1) (2) (3) (4) (5) (6) (7)

EXECUTIVES

Michael Wilkins 2014 2,077 253 - 1,796 1,243 6,038 11,407

2013 2,039 229 - 1,679 558 1,593 6,098

Duncan Brain, KMP since 1 October 2013

2014 679 378 - 347 - - 1,404

Justin Breheny 2014 915 193 - 579 490 2,222 4,399

2013 898 294 - 577 230 607 2,606

Andy Cornish(8) 2014 879 (54) - 487 590 2,457 4,359

2013 1,016 73 - 632 280 557 2,558

Peter Harmer 2014 995 (26) - 704 326 1,672 3,671

2013 972 (1) - 659 84 - 1,714

Nicholas Hawkins 2014 995 (11) - 731 489 2,342 4,546

2013 976 27 - 662 229 624 2,518

Jacki Johnson(9) 2014 1,048 37 - 565 409 2,222 4,281

2013 907 70 - 542 194 608 2,321

Leona Murphy 2014 895 13 - 569 431 2,109 4,017

2013 879 7 - 575 198 496 2,155

EXECUTIVES WHO CEASED AS KEY MANAGEMENT PERSONNEL

Alex Harrison(10) 2014 218 (1) - 125 - - 342

TABLE NOTE
(1) Represents base salary plus superannuation and included an average pay increase of 2% effective October 2013.

(2) Includes benefits such as a 30% tax rebate on car allowances and movements in annual leave and long service leave accruals
during the relevant financial year.  Details are provided in table 11 in Section E. 

(3) No termination payments were made to Executives in the current financial year.

(4) Represents two thirds of the STI for the relevant financial year.  Details are provided in table 5 in Section D.

(5) Deferred STI that vested in the relevant financial year.  Details are provided in table 6 in Section D.  The five-day weighted average
share price used to value the deferred STI at vesting date is $5.47 for awards vested on 1 July 2013 and $5.78 for awards vested
on 1 September 2013.  For the year ended 30 June 2013 the prices were $3.40 for awards vested on 1 July 2012 and $4.13 for
awards vested on 1 September 2012.

(6) LTI that vested in the relevant financial year.  Details of the plan are provided in table 7 in Section D.  The five-day weighted
average share price at vesting date is $5.83 for awards vested on 23 August 2013 and $5.88 for awards vested on 30
September 2013 (2013-$4.38).

(7) Total remuneration received in the relevant financial year (the sum of columns 1 to 6).

(8) Remuneration received by Andy Cornish was lower in the year ended 30 June 2014 than the previous financial year as he took a
three month period of unpaid leave.

(9) Remuneration for Jacki Johnson is determined in New Zealand dollars and reported in Australian dollars.  Foreign exchange
movements affect the value of remuneration disclosed.  The exchange rate used to report Jacki Johnson’s remuneration in the
year ended 30 June 2014 was NZD 1=AUD 0.90485 (2013–NZD 1=AUD 0.80055).

(10) Remuneration reported for Alex Harrison relates only to the three month period during which he was Acting Chief Executive Officer,
Australia Direct.  Share based remuneration provided to Alex Harrison in the current financial year did not relate to his role as the
Acting CEO, Australia Direct and has not been disclosed.
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II. Actual remuneration mix
The mix of actual remuneration components outlined in table 1 shows a significant proportion of the total reward comprising at-risk
remuneration.  Given IAG’s strong performance, the value of variable reward has increased when compared to the previous financial
year.  This highlights the strength of the link between the incentive outcomes for IAG’s Executives and IAG’s performance.  

The following graph illustrates the increase using the Group CEO's remuneration as an example, broken down into the components of
his remuneration plan.  The deferred STI and LTI plans are illustrated to reflect the increases due to a greater number of rights vesting,
as well as the increase in value of those rights since they were first granted, due to IAG’s higher share price. 

The CEO received a modest fixed pay increase, while the increase in other benefits relates predominantly to annual and long service
leave accruals.  The cash STI increased due to strong short term performance.  The most significant factors in the growth of actual
remuneration received are the deferred STI and LTI plan.  Both plans experienced an increase in the number of rights vested in the
year ended 30 June 2014, and also a significant increase in the value of IAG shares since those plans were allocated.

The LTI plan is the most significant driver of the increased actual
remuneration received by Executives.  The LTI vested in full in the
year ended 30 June 2014 due to ROE outcomes that exceeded
IAG’s stated target for the first time and relative TSR in the top
quartile of the peer group. Retesting of the TSR component also
resulted in additional vesting for the LTI plan, with additional
vesting of the 2008/2009 series 2 (2%) and 2009/2010 series 3
(44%) allocations also contributing 31% to the TSR related portion
of the LTI that vested in the year ended 30 June 2014. Retesting
was removed from the LTI plan for grants made after July 2013.
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Two-thirds of the growth in LTI actually received in the current
financial year was due to a greater portion of rights vesting than
in previous years.  The remaining growth is attributable to share
price growth.   The increase in the disclosed value of the LTI
actually received is aligned to the performance experienced by
shareholders.

IAG’s performance has resulted in a steady increase in the dividend payment provided to shareholders over a number of years.  IAG’s
increasingly strong ROE has been positively reflected in the dividends shareholders receive, with the dividend payable to shareholders
in respect of the year ended 30 June 2014 increasing to 39 cents.  IAG continues to adhere to its dividend policy of paying
approximately 50–70% of reported cash earnings to shareholders in any given financial year.
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REMUNERATION REPORT
C. EXECUTIVE REMUNERATION GOVERNANCE AND RISK MANAGEMENT
This report meets the remuneration reporting requirements of the Corporations Act 2001 and Accounting Standard AASB 124 Related
Party Disclosures.  The term remuneration used in this report has the same meaning as compensation as prescribed in AASB 124.  

I. Governance
The Board is responsible for ensuring that the Group’s remuneration framework is aligned to the short and long term interests of IAG
and its shareholders.  The PARC makes recommendations to the Board regarding Group remuneration policy including remuneration
for the Executives.  The Board independently considers these recommendations before making executive remuneration decisions.

a. ROLE OF THE PARC
The PARC endeavours to ensure that remuneration policies balance IAG’s objectives with performance, retention, attraction and
shareholder expectations.  While maintaining stability in the remuneration structure is important, the PARC actively considers
modifications that can better align stakeholder interests and drive performance, and makes recommendations to the Board where
appropriate.

The Group CEO, Chief Strategy Officer and Group General Manager, People & Culture attend PARC meetings to assist the committee in
its deliberations.  Divisional Executives and the respective heads of human resources attend PARC meetings by invitation to provide
updates on the human resources strategy and initiatives in their divisions.  This process provides an open channel of communication
between the divisions and the PARC.

The Chairman of the PARC regularly presents updates to the Board on remuneration related issues and seeks approval of initiatives
and outcomes.

A copy of the PARC's charter is available on the IAG website www.iag.com.au.

The committee is comprised of Non-Executive Directors.  At the date of this report, its members were:

 Yasmin Allen (Chairman);

 Brian Schwartz;

 Raymond Lim; and

 Peter Bush.

b. REMUNERATION GUIDING PRINCIPLES
IAG's remuneration practices have been designed to achieve the following objectives:
 align remuneration with the interests of IAG's shareholders by actively focusing on short to long term goals;

 motivate employees to achieve superior and sustainable performance and discourage underperformance;

 remain market competitive to attract and retain high quality people;

 be clearly communicated and valued; and

 encourage constructive behaviours and prudent risk taking that support long term financial soundness.

c. USE OF REMUNERATION CONSULTANTS
The PARC engages remuneration consultants to provide advice that ultimately assists the Board in making remuneration decisions.  In
2014, the Chairman of the PARC engaged 3 degrees consulting to provide advice regarding the appropriateness of the LTI plan,
additional insights on market trends and market data in relation to CEO and senior executive remuneration levels.  The PARC engaged
3 degrees consulting independently and directly received advice free from undue influence by management.  No formal ‘remuneration
recommendations’ (as defined in the Corporations Act 2001) were made by 3 degrees consulting during the financial year.

II. Risk management
RESTRICTIONS ON DEALING IN IAG SECURITIES
In addition to legal requirements that prevent any person from dealing in IAG securities when in possession of undisclosed price
sensitive information, the Board has a restriction policy that prohibits all Directors, Executive team members and other designated
senior managers from:
 short term or speculative trading in IAG securities;

 transactions that limit economic risk associated with unvested entitlements to IAG securities (including DAR and EPR); and

 any trading in IAG securities without prior approval of the PARC.

A copy of IAG's Security Trading Policy is available on the IAG website.
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III. Mandatory shareholding requirements
As part of IAG’s philosophy of aligning the interests of Executive and Non-Executive Directors with those of shareholders, all Executives
and Non-Executive Directors are required to hold a proportion of their remuneration as IAG shares.

The Group CEO is required to accumulate and hold IAG ordinary shares with a value of two times his base salary, and the Executive
team one times their respective base salaries.  Executives have four financial years from their date of appointment as an Executive to
meet their requirement.  Holdings are assessed annually at the end of each financial year, using the closing share price at 30 June.
The shareholding includes Executives' directly held shares and rights vested and unexercised as at 30 June, for entities controlled,
jointly controlled or significantly influenced by the Executive.  Shares held by the Executives' domestic partner and dependants are not
included in the mandatory shareholding requirement.

Executives appointed prior to 30 June 2010 were required to meet the mandatory shareholding requirement at 30 June 2014 and all
have done so.

Non-Executive Directors are required to hold IAG shares with a value equal to their annual Board fee.  The Non-Executive Directors
have three years from the date of their appointment to the Board to meet their required holding.  This requirement is assessed
annually at the close of each financial year. 

Non-Executive Directors appointed prior to 30 June 2011 were required to meet the mandatory shareholding requirement at 30 June
2014 and all have done so.

Please refer to Section I Related Party Interests for further information.

IV. Adjustment clawback policy
From 2010, IAG introduced a discretionary clawback provision to enable awards under the DAR and EPR Plans to be adjusted to: 
 protect the financial soundness of IAG or an operating segment;

 respond to significant unexpected or unintended consequences that were not foreseen by the Board; or

 respond to other circumstances where the Board determines an adjustment is necessary to ensure that an inappropriate reward
outcome does not occur.

In the year ended 30 June 2014, the Board considered whether adjustment was required for unvested awards under the DAR and
EPR Plans.  The investigation did not reveal any requirement for the Board to adjust remuneration for the purposes discussed above.

D. EXECUTIVE REMUNERATION STRUCTURE
IAG’s executive remuneration structure is designed to align an individual’s total remuneration with Company and individual
performance.  It recognises that Executives have a significant influence on achieving and exceeding the Group’s financial results and is
designed to encourage sustained exceptional performance.

IAG provides market competitive fixed remuneration given the roles’ experience, skills, the internal relativities of IAG’s Executive team
and market pay levels for external comparator roles.  The appropriate market benchmark is determined considering organisation size,
industry and geographic location. 

I. Potential remuneration mix
Total remuneration for the Group CEO and the Executive team comprises a mix of fixed and maximum potential at-risk remuneration
(STI and LTI).  The mix, shown in the graph below, is designed to pay Executives competitively based on their performance, while
providing strong governance to protect the financial soundness of the business and shareholders’ interests.

Notes:

 Potential remuneration is based on current remuneration at 30 June 2014.   STI and LTI are based on maximum opportunities.

 Fixed remuneration consists of base salary plus superannuation and excludes other values such as long service leave accruals, relocation and accommodation
allowances, retention payments and other recurring allowances and benefits.
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II. Remuneration components
The remuneration components for the Executives are explained below:

TABLE 2 - REMUNERATION COMPONENTS

REMUNERATION COMPONENT STRATEGIC PURPOSE

Fixed remuneration Cash  Base salary and superannuation.  Attract and retain high quality
people.

At-risk remuneration Cash STI  2/3 of the STI outcome paid as cash
following the end of year
assessment and approval by the
Board.

 Motivate and reward
performance within a financial
year.

Deferred STI  1/3 of the STI outcome is deferred
over a period of two years, subject to
ongoing employment conditions.

 Provided as a grant of rights in the
form of DAR.

 The actual value of shares will
depend on the future share price.

 The Board has discretion to
clawback to protect the financial
soundness of the Group or to ensure
an appropriate reward outcome.

 Align reward to shareholder
interests.

 Strike a balance between short
and long term results and reward
for exceptional performance.

 Retain high quality people.

 Protection of the financial
soundness of the Group.

LTI  Provided as a grant of rights in the
form of EPR.

 3-4 year performance period.

 Subject to performance hurdles of
relative TSR and ROE being
achieved.

 The Board has discretion to
clawback to protect the financial
soundness of the Group or to ensure
an appropriate reward outcome.

 Align reward to shareholder
interests.

 Align remuneration with longer
term financial performance.

 Retain high quality people.

 Protection of the financial
soundness of the Group.

a. FIXED REMUNERATION
Fixed remuneration is reviewed regularly using independent remuneration benchmarking data.  For Australian based Executives,
positioning is determined by reference to a number of peer groups, including financial services companies in the S&P/ASX 50 Index
and companies that are of similar size to IAG.  Relevant local market peer groups are referenced for overseas based Executives.

Fixed remuneration for the year ended 30 June 2014
The average fixed remuneration increase for the Executive team for the year ended 30 June 2014 was 2% (effective October 2013).  In
August 2014, the Board approved an average 1.5% increase in annual fixed remuneration for the Executive team effective September
2014.

b. AT-RISK REMUNERATION
The Board strongly believes that the fundamental driver for executive remuneration should be long term financial performance that
generates value for IAG shareholders.  The Board further recognises that executive remuneration is guided by regulation and market
forces and it benchmarks IAG’s executive remuneration to ensure IAG uses at-risk remuneration components to achieve its
remuneration and performance objectives.

To ensure that the Executives remain focused on long term outcomes, without encouraging excessive risk taking, the following
conditions apply:
 50% of the STI is based on financial outcomes;

 one third of the STI is deferred over a period of two years;

 vesting of the LTI does not occur before three years and there is no re-testing opportunity for the TSR performance hurdle for all
post July 2013 grants of LTI; and

 the Board retains the discretion to adjust any unpaid or unvested performance related remuneration (such as cash STI, deferred
STI and LTI) downwards if it decides it is appropriate to do so.
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i. Cash and deferred STI
Key details of the STI plan are shown below:

TABLE 3 - STI PLAN
Description STI refers to the at-risk remuneration designed to motivate and reward for performance in a set

financial year.

Potential maximum STI
amount

The Group CEO can earn up to 150% of his annual fixed remuneration and members of the Executive
team can earn up to 120% of their annual fixed remuneration.

Performance measures
and rationale

Performance is measured against a balanced scorecard that uses goals set against financial and non-
financial measures (the balanced scorecard is discussed in more detail in table 4).

Financial measures make up 50% of the balanced scorecard objectives, with the remaining 50% based
on non-financial measures.  This provides a balance between rewarding the achievement of financial
targets and non-financial objectives that drive the execution of IAG’s strategy.

The following table details the weighting of financial and non-financial performance measures for the
STI of the Group CEO and the Executive team.

ROLE FINANCIAL MEASURES NON-FINANCIAL
MEASURES

Group financial targets Division or business
financial targets

Group CEO 50% N/A 50%

Divisional Executives 10% 40% 50%

Corporate Office
Executives

40% 10% 50%

Testing of performance
measures

The Group CEO’s STI is recommended by the PARC based on his balanced scorecard performance and
is approved by the Board.

The amount of STI paid to members of the Executive team is recommended by the Group CEO to the
PARC based on the Executive team members' balanced scorecard performance and recommended by
the PARC for approval by the Board.  The Board may apply discretion in determining the STI outcomes
to ensure they are appropriate.

Instrument Two-thirds of the STI is paid as cash, with the remaining one-third deferred in the form of DAR that vest
over two years.

Key terms of the deferred
STI

Deferred STI is issued in the form of rights over IAG ordinary shares which are held by a trustee.  These
rights are referred to as DAR.  They are issued to Executives during the financial year at no cost, to the
value of their deferred STI amount.  Executives who participate in this plan become eligible to receive
one IAG ordinary share per DAR by paying an exercise price of $1 per tranche of DAR exercised, subject
to their continuing employment with the Group for a period determined by the Board.  No dividend is
paid or payable for any unvested or vested and unexercised DAR.  Dividends are retained by the trustee
and reinvested in the trust.

Forfeiture conditions The Board retains the discretion to adjust the unvested portion of any awards.  DAR will be forfeited if
the Executive resigns before the vesting date.  When an Executive ceases employment in special
circumstances, such as redundancy, any unvested rights may be retained on cessation of employment,
subject to Board discretion.
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ii. Linking performance and STI
IAG uses a balanced scorecard approach across the organisation to set performance objectives which drive the execution of its
strategy.  Executives and businesses have a strategy map, which defines their key strategic priorities and the balanced scorecard sets
out the objectives that have to be achieved to meet these priorities.  All balanced scorecards use goals set against financial and non-
financial measures.  The achievement of the objectives is measured and this informs the Board’s determination of STI outcomes.

The table below provides a summary of key balanced scorecard objectives and outcomes for IAG for the year ended 30 June 2014.
The objectives are agreed with the Board at the beginning of each financial year and are designed to be stretching to deliver
sustainable value for shareholders.  The key measures summarised below are used to determine the STI awarded to the Group CEO.  A
similar process applies for members of the Executive team.

TABLE 4 - BALANCED SCORECARD OBJECTIVES AND PERFORMANCE REQUIREMENTS

CATEGORY OBJECTIVE WEIGHTING OUTCOME

Financial ROE 20% Exceeded target: The Group targets cash ROE of at least 1.5 times WACC
through the cycle.  This return is based on net profit after tax attributable to IAG
shareholders, adjusted for amortisation and impairment of acquired identifiable
intangible assets and unusual items.  Based on the Group’s historic cost of
capital and current business mix, this target equates to a cash ROE of
approximately 15%.  In the year ended 30 June 2014, the Group reported a cash
ROE of 23.0%, compared to 25.3% in the prior year.

Profitable growth 20% Did not meet target: To grow profitably and create value for shareholders, IAG
needs to expand its products, markets and customer base.  During the year
ended 30 June 2014, GWP increased by 3% to $9.8 billion (in 2013, GWP
increased by 11.8%).

Capital & risk
management

10% Exceeded target: Managing the balance sheet to optimise the capital structure
within the context of the Group’s risk appetite is a key business objective and
vital to the stability of the Group.  The Group has maintained a strong capital
position with the APRA PCA multiple at 30 June 2014 of 1.72 (compared to a
Group benchmark of 1.4 to 1.6), and a Common Equity Tier 1 multiple of 1.14
(compared to a Group benchmark of 0.9 to 1.1 times the PCA).

Non-financial Customer & partner
satisfaction

10% Met target: Customer and partner satisfaction is tracked across IAG's businesses
by measuring advocacy and/or satisfaction.  IAG undertakes a range of activities
to improve those ratings based on feedback.  In the year ended 30 June 2014,
customer advocacy scores improved in Australia Direct and CGU, while they were
stable in New Zealand. IAG is currently introducing customer metrics in Asia.

Strategy
development &
execution

10% Exceeded target: In the year ended 30 June 2014, IAG remained committed to
its strategic priorities, focused on accelerating profitable growth in Australia;
sustaining our leading position in New Zealand, and realising the potential of our
Asian platform. IAG successfully completed the acquisition of the Australian and
New Zealand insurance underwriting business of Wesfarmers Ltd, including the
Lumley and WFI brands. Our strong market position has been further enhanced
in both Australia and New Zealand.  Following the restructure of the Group’s
Australian operations, the strategic priorities have been further refined to ensure
that IAG's plans will deliver superior value for shareholders, customers and
partners.

Building the future
platform

10% Met target: IAG focused on a number of strategic initiatives that will help deliver
a platform for future growth. IAG developed a refreshed information technology
strategy and better leveraged its scale to improve the effectiveness of its
procurement. Investment in IAG’s information and analytical capability has been
made. IAG continues to focus on increasing the resilience and sustainability of
our communities by actively contributing to and advocating greater emphasis on
disaster resilience in our communities.

Culture & employee
development

20% Exceeded target: IAG is committed to building a culture where employees live the
values of performance, integrity, respect and a considered sense of urgency. 
The Group culture results were positive and continue to outperform those of the
financial services sector.  IAG has taken further steps to build an inclusive
workplace where different perspectives are valued and biases are challenged. 
IAG has developed a refreshed talent strategy and framework to better engage
talent across the Group.  IAG values gender diversity and currently 32% of all
senior management roles are held by women.  IAG is tracking towards a target of
33% of all senior roles held by women by 2015.
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iii. STI outcomes for the year ended 30 June 2014
Cash and deferred STI payments made to the Group CEO and the Executive team for the year ended 30 June 2014 are set out below,
and were based on achievement against the balanced scorecard measures described in table 4.

Each individual Executive’s STI outcome is linked to the financial performance of the Group as well as to the execution of his or her
division’s strategic goals during the year.  In line with the overall performance, the STI awarded to the Group CEO and the Executive
team are on average, similar to those for last year.

TABLE 5 - ACTUAL STI OUTCOMES FOR THE YEAR ENDED 30 JUNE 2014

MAXIMUM STI
OPPORTUNITY ACTUAL STI OUTCOME

CASH STI
OUTCOME

(2/3 OF OUTCOME)

DEFERRED STI
OUTCOME

(1/3 OF OUTCOME)

(% of fixed pay)* (% of maximum)* (% of fixed pay) (% of fixed pay) (% of fixed pay)

Michael Wilkins 150 % 86 % 129 % 86 % 43 %

Duncan Brain 120 % 64 % 76 % 51 % 25 %

Justin Breheny 120 % 79 % 94 % 63 % 31 %

Andy Cornish 120 % 75 % 90 % 60 % 30 %

Peter Harmer 120 % 88 % 106 % 71 % 35 %

Nicholas Hawkins 120 % 91 % 110 % 73 % 37 %

Jacki Johnson 120 % 68 % 81 % 54 % 27 %

Leona Murphy 120 % 79 % 95 % 63 % 32 %

* The proportion of STI forfeited is derived by subtracting the actual % of maximum received from the maximum STI opportunity and was 21% on average for the year
ended 30 June 2014 (compared to 19% in 2013).

Changes in each Executive’s holding of DAR during the financial year are set out below.  The DAR granted during the year reflect the
deferred portion of the STI outcome for the year ended 30 June 2013.  Refer to the share based remuneration note of the Financial
Statements for further DAR Plan details.

TABLE 6 - MOVEMENT IN POTENTIAL VALUE OF DAR FOR THE YEAR ENDED 30 JUNE 2014

DAR
ON ISSUE

1 JULY

DAR
GRANTED

DURING
THE YEAR(a)

DAR
EXERCISED

DURING
THE YEAR(b)

DAR
LAPSED
DURING

THE YEAR

DAR
ON ISSUE
30 JUNE

DAR
VESTED
DURING

THE YEAR

DAR
VESTED
AND EX-

ERCISABLE
30 JUNE

2014
EXECUTIVES

Michael Wilkins Number 328,740 154,300 (216,190) - 266,850 216,190 -

$000 877 1,240 -

Duncan Brain(c) Number 20,200 24,400 - - 44,600 - -

$000 139 - -

Justin Breheny Number 237,450 53,100 (195,250) - 95,300 85,370 -

$000 302 1,120 -

Andy Cornish Number 145,950 58,100 (102,800) - 101,250 102,800 -

$000 330 590 -

Peter Harmer Number 92,650 60,600 (56,450) - 96,800 56,450 -

$000 344 324 -

Nicholas Hawkins Number 125,930 60,900 (85,080) - 101,750 85,080 -

$000 346 488 -

Jacki Johnson Number 107,580 49,800 (10,080) - 147,300 71,230 61,150

$000 283 58 -

Leona Murphy Number 111,840 52,900 (75,040) - 89,700 75,040 -

$000 301 431 -

(a)       DAR that were granted on 1 November 2013, have a first exercisable date of 1 September 2014 and an expiry date of 1 November 2020.  The value of DAR granted
during the year is the fair value of the DAR at grant date calculated using the Black Scholes valuation model, which was $5.68.  The value of DAR granted is included in
the table above.  This amount is allocated to remuneration over the vesting period (i.e. in years ending 30 June 2014 to 30 June 2016).

(b)       DAR that vested on 1 September 2013 or before and were exercised in the financial year.  The value of DAR exercised is based on the weighted average share price
which was $5.74 for the year ended 30 June 2014.

(c)       Opening number of DAR on issue represents the balance as at the date of appointment of 1 October 2013.

37



iv. Long term incentive
Key details of the LTI plan are shown below:

TABLE 7 - LTI PLAN
Description LTI grants are determined annually by the Board and are aligned to the Group’s strategic financial

targets.  The grants are provided in the form of EPR and are based on an assessment of market
benchmarks and performance.

Potential maximum LTI The maximum value of EPR granted to the Group CEO and Executive team under the LTI plan is 150%
and 125% of their annual fixed remuneration, respectively.

The number of EPR granted is based on the face value of IAG ordinary share price at 30 June before the
grant date.

The EPR granted during the year will not vest and have no value unless the performance hurdles are
achieved.  No dividend is paid or payable for any unvested or vested and unexercised EPR.

Performance hurdles The LTI has two performance hurdles of ROE and TSR with 50% of each allocation subject to the ROE
hurdle and 50% subject to the TSR hurdle:
 ROE is measured relative to IAG’s WACC.  The ROE hurdle is cash ROE to align with the reporting of

IAG’s financial performance to the external market and is used to determine the dividend.  Cash
ROE is reported ROE adjusted for amortisation and impairment of acquired identifiable intangible
assets and adjusted for unusual items; and

 TSR is measured against that of the top 50 industrials within the S&P/ASX 100 Index.  An
averaging calculation is used for TSR over a 90-day period for start and test day values to reduce
the impact of share price volatility.

Rationale for choosing
performance hurdles

The hurdles require superior financial performance over a three to four-year period and are directly
linked to IAG’s strategy.

ROE provides evidence of company growth in profitability and is linked to shareholder return.  IAG uses
ROE as a key internal measure of the efficiency of its financial performance.  IAG has a strategic target
of achieving an ROE that is one and a half times greater than its weighted average cost of capital.

TSR provides a direct link between Executive reward and shareholder return by measuring the value
created for shareholders through the appreciation of the share price and the value of dividends. The
value created is compared to companies within IAG’s peer group.  IAG has a strategic target of providing
total shareholder returns in the top quartile of its peer group.

Testing of performance
hurdles

ROE
The ROE portion of LTI is tested from 1 July of the grant year to 30 June three years later.  The vesting
schedule is shown below:
 no vesting below 1.2 x WACC;

 minimum vesting at 1.2 x WACC (20% of ROE portion); and

 maximum vesting at 1.6 x WACC (100% of ROE portion)

with straight line vesting in between.

TSR
The TSR portion of LTI is tested four years after the base date (being 30 September 2017 for the
September 2013 grant).

There will be no re-testing for the TSR portion of awards granted after 1 July 2013, which are subject to
a four year performance period.  For EPR granted prior to 1 July 2013, the TSR portion of LTI is tested
three years after the base date (being 30 September 2013 for the September 2010 grant) and then
again at four years and five years.

The vesting schedule is shown below:
 no vesting below 50th percentile of IAG’s performance measured against the top 50 industrials

within the S&P/ASX 100 Index;

 minimum vesting at 50th percentile (50% of TSR portion); and

 maximum vesting at or above 75th percentile (100% of TSR portion)

with straight line vesting in between.

Instrument Rights granted after 1 July 2013 may be settled with IAG ordinary shares or with cash if performance
hurdles are achieved, as determined by the Board.  Rights granted prior to 1 July 2013 are settled with
IAG ordinary shares.  These are exercisable for shares if performance hurdles are achieved.

Forfeiture conditions Under the terms of the LTI, if an Executive ceases employment with IAG voluntarily before the
performance hurdles are tested, the unvested EPR will generally lapse.  In cases where the Executive
acts fraudulently or dishonestly or is, in the Board’s opinion, in breach of his or her obligations to the
Company, the unvested EPR will lapse.
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v. Linking IAG's long term performance and long term reward
IAG’s LTI performance measures are challenging over the long
term and require strong performance over both an internal capital
efficiency measure (ROE) and an external market measure
(relative TSR).  Executives are only rewarded under the LTI plan
when the Group exceeds its challenging long term performance
targets and delivers superior financial performance over at least a
three-year period.

The LTI vested in the year ended 30 June 2014 was based
against IAG’s performance on the ROE hurdle at 30 June 2013,
and relative TSR measured at 30 September 2013.  The following
two graphs illustrate how IAG’s long term performance affected
the LTI that vested in the year ended 30 June 2014. 

IAG measures the ROE component of the LTI over three years
using cash ROE, which is the basis on which dividends are
calculated for shareholders.  The average cash ROE for the three
years to 30 June 2013 was 1.83 times IAG’s WACC.  This was a
strong result compared to historical returns and resulted in full
vesting of the ROE portion of the 2010/2011 series 4 EPR.  This
is the first time the ROE portion of the LTI has vested and this
strong cash ROE performance has similarly been reflected in the
growing dividend provided to shareholders.  The adjacent graph
shows IAG’s cash ROE against WACC for each of the last five
financial years with reference to the LTI vesting range, to put the
recent performance in a longer term context.  The graph also
shows the three year average cash ROE over the performance
period, as measured by the LTI plan.

IAG’s LTI plan measured TSR over a three, four and five year period to 30 September 2013.  IAG’s TSR has been strong over the past
five years, delivering value to shareholders and resulting in full vesting of the LTI plan for Executives.  Over these periods, IAG
generated returns to shareholders in the top quartile of the market.  As past allocations of the LTI plan included the potential for
retesting, each may have a proportion of the plan vesting over a number of years.  In the year ended 30 June 2014, the TSR portion of
the LTI vested an additional 2% for the 2008/2009 series 2, 44% for 2009/2010 series 3 and vested in full (100%) for 2010/2011
series 4 EPR.  The following graph highlights IAG’s historic share price and the vesting of the TSR component of all prior allocations of
EPR.
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The following table shows the returns IAG delivered to its shareholders for the last five financial years for a range of measures
including TSR and ROE performance used to calculate LTI outcomes.

TABLE 8 - HISTORICAL ANALYSIS OF SHAREHOLDER RETURN ON LTI

YEAR ENDED
30 JUNE 2010

YEAR ENDED
30 JUNE 2011

YEAR ENDED
30 JUNE 2012

YEAR ENDED
30 JUNE 2013

YEAR ENDED
30 JUNE 2014

Closing share price ($) 3.41 3.40 3.48 5.44 5.84

Dividend paid per ordinary share (cents) 13.00 16.00 17.00 36.00 39.00

Basic earnings per share (cents) 4.39 12.08 10.01 37.57 56.09

Cash ROE (%) 8.3 11.1 13.3 25.3 23.0

ROE to WACC outcome for EPR Plan 0.83 0.82 1.12 1.83 2.34

TSR (%)* (0.5) 3.0 5.3 59.2 15.6

* This represents the TSR performance measured for the 12 months from 1 July to 30 June.  This is only one indication of IAG’s performance for the relevant financial
year.

vi. LTI awarded and outstanding during the year ended 30 June 2014
Details of outstanding LTI awards made to Executives in the year ended 30 June 2014 are shown in table 9 below:

TABLE 9 - LTI AWARDS OUTSTANDING DURING THE YEAR ENDED 30 JUNE 2014

AWARD GRANT DATE BASE DATE
FIRST TEST

DATE
LAST TEST

DATE

PERFORMANCE
HURDLE

ACHIEVEMENT
LAST EXERCISE

DATE

2013/2014 Series 6 - TSR 01/11/2013 30/09/2013 30/09/2017 N/A 01/11/2020

2013/2014 Series 6 - ROE 01/11/2013 30/06/2013 30/06/2016 N/A 01/11/2020

2012/2013 Series 5 - TSR(a) 26/10/2012 30/09/2012 30/09/2015 30/09/2017 N/A 26/10/2019

2012/2013 Series 5 - ROE(a) 26/10/2012 30/06/2012 30/06/2015 N/A 26/10/2019

2011/2012 Series 5 - TSR(a) 21/10/2011 30/09/2011 30/09/2014 30/09/2016 N/A 21/10/2018

2011/2012 Series 5 - ROE(a)(b) 21/10/2011 30/06/2011 30/06/2014 N/A 21/10/2018

2010/2011 Series 4 - TSR 06/10/2010

03/03/2011

30/09/2010 30/09/2013 30/09/2015 100% 06/10/2017

03/03/2018

2010/2011 Series 4 - ROE 06/10/2010

03/03/2011

30/06/2010 30/06/2013 100% 06/10/2017

03/03/2018

2009/2010 Series 3 - TSR 25/09/2009

24/11/2009

30/09/2009 30/09/2012 30/09/2014 100% 25/09/2016

24/11/2016

2008/2009 Series 2 - TSR 18/09/2008

27/02/2009

30/09/2008 30/09/2011 30/09/2013 100% 18/09/2018

27/02/2019

(a) Terms and conditions for EPR Plan 2011/2012 to 2012/2013 are the same, therefore they are both referred to as series 5.

(b) The cash ROE portion of EPR Plan 2011/2012 has been tested and is expected to vest in full.  Vesting details will be included in the Remuneration Report for the year
ending 30 June 2015.

vii. LTI awards vested during the year ended 30 June 2014
Details of LTI vested during the year are set out below.

For EPR Plan 2010/2011 – series 4, the performance results were: 
 TSR met the performance hurdle on 30 September 2013 and 100% of those rights vested upon the first test; and
 the ROE performance hurdle was tested on 30 June 2013 and 100% of those rights vested.

For EPR Plan 2009/2010 – series 3, the performance results were: 

 TSR met the performance hurdle on 30 September 2013 and an additional 44% of those rights vested upon the first retest; and
 the ROE performance hurdle was not met on 30 June 2012 and these rights have been forfeited and will lapse on 30 September

2014.

For EPR Plan 2008/2009 – series 2, the performance results were: 
 TSR met a higher performance hurdle on 30 September 2013 and an additional 2% of those rights vested upon the second

retest; and
 the ROE performance hurdle was not met on 30 June 2011 and these rights have been forfeited and lapsed on 30 September

2013.
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viii. Previously lapsed LTI awards
EPR Plan 2007/2008, 2008/2009 and 2009/2010 – series 1, 2 and 3 – ROE information has been excluded from table 9 because
their test dates have passed, performance hurdles were not met and 0% of rights vested.  For EPR Plan 2007/2008 - series 1, all
rights with an ROE performance hurdle and 18% of rights with a TSR performance hurdle lapsed on 30 September 2012.

Changes in each Executive’s holding of EPR during the financial year are set out below.  The EPR granted during the year ended 30
June 2014 were in relation to the LTI plan.  Refer to the share based remuneration note of the Financial Statements for further EPR
Plan details.

TABLE 10 - MOVEMENT IN POTENTIAL VALUE OF EPR FOR THE YEAR ENDED 30 JUNE 2014

EPR
ON ISSUE

1 JULY

EPR
GRANTED

DURING
THE YEAR(a)

EPR
EXERCISED

DURING
THE YEAR(b)

EPR
LAPSED
DURING

THE YEAR(c)

EPR
ON ISSUE
30 JUNE

EPR
VESTED
DURING

THE YEAR

EPR
VESTED
AND EX-

ERCISABLE
30 JUNE

EPR
FORFEITED

AND WILL
LAPSE IN
FUTURE
YEARS(d)

2014
EXECUTIVES

Michael Wilkins Number 3,568,632 575,800 (1,030,432) (375,000) 2,739,000 1,030,432 - 395,300

$000 2,390 5,912 2,206 2,268

Duncan Brain(e) Number 214,010 209,100 (47,060) - 376,050 - - 30,750

$000 868 270 - 176

Justin Breheny Number 1,592,285 211,400 (647,685) (148,750) 1,007,250 379,233 - 146,950

$000 878 3,716 875 843

Andy Cornish Number 1,434,324 239,000 (419,374) (125,000) 1,128,950 419,374 - 155,850

$000 992 2,406 735 894

Peter Harmer Number 983,300 229,800 (285,600) - 927,500 285,600 - -

$000 954 1,639 - -

Nicholas Hawkins Number 1,409,431 229,800 (399,681) (153,250) 1,086,300 399,681 - 151,400

$000 954 2,293 902 869

Jacki Johnson Number 1,475,620 212,500 (326,487) (148,750) 1,212,883 379,233 223,433 146,950

$000 882 1,873 875 843

Leona Murphy Number 1,245,871 206,900 (359,871) (126,250) 966,650 359,871 - 124,650

$000 859 2,065 743 715

(a)      All EPR were granted on 1 November 2013 and have an expiry date of 1 November 2020.  EPR granted during the year and subject to the TSR performance hurdle have
a grant date value of $3.04, calculated using the Monte Carlo simulation.  All rights granted during the year and subject to the TSR performance hurdle are first
exercisable on 30 September 2017.  EPR granted during the year and subject to the ROE performance hurdle have a grant date value of $5.27, calculated using the
Black Scholes valuation model.  All rights granted during the year and subject to the ROE performance hurdle are first exercisable on 30 June 2016.  The total value of
EPR granted is included in the table above.  This amount is allocated to remuneration over the vesting period (i.e. in years ended 30 June 2014 to 30 June 2018).

(b)       EPR that vested on 30 September 2013 or before and were exercised in the financial year.  The value of EPR exercised is based on the weighted average share price
which was $5.74 for the year ended 30 June 2014.

(c)       The value of EPR lapsed during the year ended 30 June 2014 is based on the five day weighted average share price which was $5.88 to 30 September 2013.

(d)       During the year ended 30 June 2014, the value of EPR forfeited is based on the weighted average share price which was $5.74 for the year ended 30 June 2014.

(e)       Opening number of EPR on issue represents the balance as at the date of appointment of 1 October 2013.
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E. EXECUTIVE REMUNERATION IN DETAIL
I. Total remuneration for Executives
Statutory remuneration details for the Group CEO and the Executive team required by the Accounting Standards are set out below:

TABLE 11 - STATUTORY REMUNERATION DETAILS (EXECUTIVES)

SHORT TERM EMPLOYMENT
BENEFITS

POST
EMPLOY-

MENT
BENEFITS

OTHER
LONG
TERM

EMPLOY-
MENT

BENEFITS SUB-TOTAL SHARE BASED PAYMENT TOTAL
PROPORTION OF TOTAL

REMUNERATION

Base
salary

Short
term

incentive

Leave
accruals

and other
benefits

Superan-
nuation

Long
service

leave
accruals

Value of
deferred

short term
incentive

Value of
rights

granted AT-RISK

SHARE
BASED

PAYMENTS

$000 $000 $000 $000 $000 $000 $000 $000 $000 % %

   (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11)

EXECUTIVES

Michael Wilkins

2014 2,059 1,796 209 18 44 4,126 844 2,504 7,474 69 45

2013 2,023 1,679 197 16 32 3,947 613 2,470 7,030 68 44

Duncan Brain, KMP since 1 October 2013

2014 660 347 282 19 96 1,404 148 326 1,878 44 25

Justin Breheny

2014 890 579 173 25 20 1,687 309 903 2,899 62 42

2013 873 577 273 25 21 1,769 241 875 2,885 59 39

Andy Cornish(12)

2014 854 487 (71) 25 17 1,312 334 1,018 2,664 69 51

2013 991 632 60 25 12 1,720 289 1,007 3,016 64 43

Peter Harmer

2014 970 704 (35) 25 9 1,673 287 986 2,946 67 43

2013 947 659 (8) 25 7 1,630 163 726 2,519 61 35

Nicholas Hawkins

2014 970 731 23 25 (34) 1,715 320 976 3,011 67 43

2013 951 662 12 25 15 1,665 240 934 2,839 65 41

Jacki Johnson(13)

2014 1,048 565 6 - 31 1,650 271 889 2,810 61 41

2013 907 542 41 - 29 1,519 201 862 2,582 62 41

Leona Murphy

2014 870 569 (5) 25 18 1,477 283 880 2,640 66 44

2013 854 575 (7) 25 14 1,461 212 834 2,507 65 42
EXECUTIVES WHO CEASED AS KEY MANAGEMENT PERSONNEL

Alex Harrison(14)

2014 212 125 (3) 6 2 342 - - 342 37 -

TABLE NOTE
(1) Base salary includes amounts paid in cash plus the portion of the Company’s superannuation contribution that is paid as cash

instead of being paid into superannuation plus salary sacrifice items such as cars and parking, as determined in accordance with
AASB 119 Employee Benefits.

(2) STI represents the amount to be settled in cash in relation to the financial year from 1 July to 30 June.

(3) This column includes leave accruals, 30% tax rebate on car allowances for certain KMP who have salary sacrifice arrangements on
cars and other short term employment benefits as agreed and provided under specific conditions.  Other benefits provided under
specific conditions for various KMP are provided below:
2014:
 Duncan Brain: $163,758 for accommodation allowances, airfares for home visits and other benefits;

 Justin Breheny: $133,846 for other benefits, accommodation, health insurance, tax compliance, air fares for home visits and
the value of interest payable on a loan (for further details, see the Section I Related party interests in this report); and

 Jacki Johnson: $18,325 (NZ$20,252) for accommodation allowances and other benefits.

2013:
 Justin Breheny: $266,337 for other benefits, accommodation, health insurance, tax compliance and airfares for home visits;

 Andy Cornish: a one-off payment of $55,024 as compensation for changes to living away from home allowance (LAFHA)
legislation; and

 Jacki Johnson: $45,794 (NZ$57,203) for accommodation allowances and other benefits.

(4) Superannuation represents the employer’s contributions.  Refer to the superannuation note of the Financial Statements for
superannuation plan details.
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(5) Long service leave accruals as determined in accordance with AASB 119.

(6) The sum of columns (1) to (6). The sub-total includes the value of termination payments, which is not shown as no termination
payments were made to Executives during the year ended 30 June 2014.

(7) The deferred STI is granted as DAR and is valued using the Black Scholes valuation model.  An allocated portion of unvested DAR for
financial years prior to 30 June 2013 is included in the total remuneration disclosure above.  The deferred STI for the year ended 30
June 2014 will be granted in the next financial year, so no value was included in the current financial year’s total remuneration.

(8) This value represents the allocated portion of unvested EPR.  To determine the EPR values the Monte Carlo simulation (for TSR
performance hurdle) and Black Scholes valuation (for ROE performance hurdle) models have been applied.  The valuation takes into
account the exercise price of the EPR, life of the EPR, price of IAG ordinary shares as at 30 June, expected volatility of the IAG share
price, expected dividends, risk free interest rate, performance of shares in the peer group of companies, early exercise and non-
transferability and turnover which is assumed to be zero for an individual's remuneration calculation.

(9) The sum of columns (1) to (8).

(10) At-risk remuneration received during the financial year as a percentage of total reward.

(11) Share based remuneration granted during the financial year as a percentage of total reward.

(12) Remuneration received by Andy Cornish was lower in the year ended 30 June 2014 than the previous financial year as he took a
three month period of unpaid leave.

(13) Remuneration for Jacki Johnson is determined in New Zealand dollars and reported in Australian dollars.  Foreign exchange
movements affect the value of remuneration disclosed.  The exchange rate used to report Jacki Johnson’s remuneration in the year
ended 30 June 2014 was NZD 1=AUD 0.90485 (2013-NZD 1=AUD 0.80055).

(14) Remuneration reported for Alex Harrison relates only to the three-month period during which he was Acting Chief Executive Officer
(CEO), Australia Direct.  Share based remuneration provided to Alex Harrison in the current financial year did not relate to his role as
the Acting CEO, Australia Direct and has not been disclosed.

F. EXECUTIVE EMPLOYMENT AGREEMENTS
All employment agreements for the Group CEO and the Executive team are for unlimited terms but may be terminated by written notice
from either party or by IAG making a payment in lieu of notice.  The employment agreements outline the components of remuneration
paid to each Executive and require annual review of Executives’ remuneration, although the agreements do not require IAG to increase
base salary, pay STI or offer an LTI in any given year.

TABLE 12 - EXECUTIVE EMPLOYMENT AGREEMENTS

NAME  
NOTICE PERIOD FROM
THE COMPANY

NOTICE PERIOD FROM
THE EMPLOYEE TERMINATION PROVISIONS

Michael Wilkins 12 months 6 months 12 months fixed remuneration and STI that
would have accrued for 12 months had
termination not occurred.  An additional six
months fixed remuneration is payable if IAG
invokes a restraint clause.

Duncan Brain 12 months 6 months 12 months base salary

Justin Breheny 12 months 6 months 12 months base salary

Andy Cornish 12 months 3 months 12 months fixed remuneration

Peter Harmer 12 months 6 months 12 months base salary

Nicholas Hawkins 12 months 3 months 12 months base salary

Jacki Johnson 12 months 3 months 12 months fixed remuneration

Leona Murphy 12 months 3 months 12 months base salary

Subject to the relevant legislation in the various jurisdictions, termination provisions may include the payment of annual leave and/or
long service leave for the Executives.

Executives are employed by Insurance Australia Group Services Pty Limited, except for:
 Jacki Johnson who is employed by IAG New Zealand Limited.

I. Retrenchment
In the event of retrenchment, the Executives listed above (except for Jacki Johnson) are entitled to the greater of:
 the written notice or payment in lieu of notice as provided in their employment agreement; or

 the retrenchment benefits due under the relevant Company retrenchment policy.

For Executives based in Australia, the minimum benefit under the retrenchment policy is 11 weeks of base salary and the maximum
benefit that can be received is 87 weeks of base salary.  The maximum benefit is payable to employees with service of 25 years or
more.

For Jacki Johnson, the retrenchment payment is in accordance with the termination provisions specified in the table above.
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II. Termination of employment without notice and without payment in lieu of notice
The employment of an Executive may be terminated without notice and without payment in lieu of notice in some circumstances.
Generally, this could occur where the Executive:
 is charged with a criminal offence that is capable of bringing the organisation into disrepute;

 is declared bankrupt;

 breaches a provision of their employment agreement;

 is guilty of serious and wilful misconduct; or

 unreasonably fails to comply with any material and lawful direction given by the relevant company.

III. Termination of employment with notice or payment in lieu of notice
The employment of an Executive may be terminated at any time by the relevant company with notice or payment in lieu of notice.   The
amount of notice the relevant company must provide or the payment in lieu of notice is specified above.

G. NON-EXECUTIVE DIRECTOR REMUNERATION
I. Remuneration policy
The principles that underpin IAG’s approach to remuneration for Non-Executive Directors are that remuneration should:
 be sufficiently competitive to attract and retain a high calibre of Non-Executive Director; and

 create alignment between the interests of Non-Executive Directors and shareholders through the mandatory shareholding
requirement.

II. Remuneration structure
Non-Executive Director remuneration has three components:
 Board fees (paid as cash);

 superannuation; and

 subsidiary Board and Committee fees.

a. CHANGES TO NON-EXECUTIVE REMUNERATION DURING THE YEAR ENDED 30 JUNE 2014
On 15 August 2013, the Board approved a 2% increase in the Board and Committee fees effective from 1 July 2013.

In response to APRA’s requirement for listed organisations to operate independent Audit and Risk Committees, IAG established these
independent committees in February 2014.  The previous Audit, Risk Management and Compliance Committee was discontinued at
this time.

In August 2013, the Board adopted a total fee approach to Non-Executive Director remuneration.  A total fee approach is the most
common market practice, with fees being presented inclusive of superannuation contributions.  To reflect this approach, the figures
shown below are inclusive of superannuation, and fees for the year ended 30 June 2013 have been restated accordingly.  Directors
can elect the portion of fees contributed into their nominated superannuation fund, provided minimum legislated contribution levels
are met.  

The aggregate limit of Board fees to $3,500,000 per annum was approved by shareholders at the annual general meeting in October
2013.

TABLE 13 - BOARD AND COMMITTEE FEES

BOARD/COMMITTEE ROLE 2014

ANNUAL FEE

2013

Board Chairman $549,300 $538,569

Non-Executive Director $183,100 $179,523

Audit Committee Chairman $39,700 n/a

Member $19,850 n/a

Risk Committee Chairman $39,700 n/a

Member $19,850 n/a

People and Remuneration Committee Chairman

Member

$39,700

$19,850

$38,913

$19,457

Audit, Risk Management and Compliance Committee* Chairman

Member

n/a

n/a

$60,059

$30,030

* The Audit, Risk Management & Compliance Committee was replaced by the Audit Committee and Risk Committee during February 2014.

b. SUBSIDIARY BOARD AND COMMITTEE FEES
A summary of Non-Executive Directors’ service on subsidiary Boards and the fees paid are set out below:

TABLE 14 - FEES FOR NON-EXECUTIVE DIRECTORS' SERVICE ON SUBSIDIARY BOARDS

DIRECTOR SUBSIDIARY CAPACITY ANNUAL FEE

Brian Schwartz Insurance Manufacturers of Australia Pty Limited Chairman $239,804

Hugh Fletcher* IAG New Zealand Limited Chairman $135,728

* This amount was paid to Hugh Fletcher in New Zealand dollars and has been converted to Australian dollars using the average exchange rate for the year.
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III. Board Performance
A formal external review of the performance, composition and size of the Board is conducted every three years.  A formal review of the
Board and each Non-Executive Director (including the Chairman) was conducted during the year by an independent board performance
expert. The review process involved one-on-one interviews and questionnaires completed by each Non-Executive Director and the
Group Executives; the collation of results; and discussion with individual Non-Executive Directors and the Board as a whole led by the
Chairman.  The resultant evaluation reports were reviewed and discussed by the Board, for action as necessary.  In the years this
review is not conducted, performance is evaluated by the Chairman via discussion between the Chairman and the individual Director.
In reviewing Directors’ performance the Chairman and Board consider:
 the Director's contribution to Board teamwork;

 the Director's contribution to debates on significant issues and proposals;

 advice and assistance given to management;

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

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

The PARC is responsible for coordinating the Board’s review of the Chairman’s performance.

IV. Total remuneration details
Details of total remuneration for Non-Executive Directors on the Board for the year ended 30 June 2014 are set out below:

TABLE 15 - STATUTORY REMUNERATION DETAILS (NON-EXECUTIVE DIRECTORS)

SHORT TERM
EMPLOYMENT BENEFITS POST-EMPLOYMENT BENEFITS

OTHER LONG
TERM

EMPLOYMENT

BENEFITS

TERMINATION

BENEFITS

SHARE
BASED

PAYMENT TOTAL

IAG Board
fees

received as
cash

Other
Boards and
Committee

fees Superannuation
Retirement

benefits

$000 $000 $000 $000 $000 $000 $000 $000

Brian Schwartz

2014 552 220 18 - - - - 790

2013 540 220 19 - - - - 779

Yasmin Allen

2014 172 68 18 - - - - 258

2013 169 63 16 - - - - 248

Peter Bush

2014 168 18 17 - - - - 203

2013 165 24 17 - - - - 206

Alison Deans

2014 168 31 18 - - - - 217

2013 69 11 7 - - - - 87

Hugh Fletcher

2014 168 167 18 - - - - 353

2013 165 112 17 - - - - 294

Raymond Lim

2014 168 18 17 - - - - 203

2013 69 7 7 - - - - 83

Dr Nora Scheinkestel, appointed Director on 1 July 2013

2014 169 21 16 - - - - 206

Philip Twyman

2014 170 56 18 - - - - 244

2013 168 55 16 - - - - 239

H. OTHER BENEFITS
Remuneration does not include premiums paid by  IAG for an insurance contract covering current and former Non-Executive Directors’
and Executives’ liabilities and legal expenses incurred in respect of the relevant office, as the insurance policies do not specify
premiums paid to individual Non-Executive Directors and Executives and the terms of contract specifically prohibit the disclosure of the
premium paid.  Insurance products provided by the Group are available to all Non-Executive Directors and Executives on the same
terms and conditions available to other employees.
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I. RELATED PARTY INTERESTS
In accordance with the Corporations Act Regulation 2M.3.03, the Remuneration Report is required to include disclosure of related
parties.

I. Movements in total number of ordinary shares held
The relevant interests of each key management personnel and their related parties in ordinary shares of IAG are disclosed in the table
below:

TABLE 16 - MOVEMENTS IN TOTAL NUMBER OF ORDINARY SHARES HELD

SHARES HELD
AT 1 JULY

SHARES
RECEIVED ON
EXERCISE OF

EPR

SHARES
RECEIVED ON
EXERCISE OF

DAR

NET
MOVEMENT OF

SHARES DUE
TO OTHER

CHANGES(a)

TOTAL
SHARES HELD
AT 30 JUNE(b)

SHARES HELD
NOMINALLY AT

30 JUNE(c)

Number Number Number Number Number Number

2014

Brian Schwartz 101,675 - - 6,076 107,751 105,448

Yasmin Allen 39,011 - - 2,742 41,753 40,087

Peter Bush - - - 31,500 31,500 -

Alison Deans 15,000 - - 22,742 37,742 37,742

Hugh Fletcher 74,208 - - 4,568 78,776 42,215

Raymond Lim - - - 30,000 30,000 30,000

Dr Nora Scheinkestel - - - 32,826 32,826 2,760

Philip Twyman 57,780 - - (9,758) 48,022 45,280

Michael Wilkins 1,549,194 1,030,432 216,190 (747,786) 2,048,030 1,207,840

Duncan Brain(d) 87,627 47,060 - (83,000) 51,687 4,000

Justin Breheny 204,450 647,685 195,250 (807,108) 240,277 -

Andy Cornish 391,234 419,374 102,800 (566,377) 347,031 -

Peter Harmer 20,250 285,600 56,450 - 362,300 -

Nicholas Hawkins 396,644 399,681 85,080 (654,258) 227,147 -

Jacki Johnson 379,193 326,487 10,080 (75,000) 640,760 2,500

Leona Murphy 371,087 359,871 75,040 (512,596) 293,402 114,381

2013

Brian Schwartz 99,434 - - 2,241 101,675 99,518

Yasmin Allen 39,011 - - - 39,011 37,345

Peter Bush - - - - - -

Alison Deans - - - 15,000 15,000 15,000

Hugh Fletcher 73,002 - - 1,206 74,208 39,018

Raymond Lim - - - - - -

Phillip Twyman 57,780 - - - 57,780 57,780

Michael Wilkins 1,038,826 363,868 146,500 - 1,549,194 799,166

Justin Breheny 132,150 - 72,300 - 204,450 198,550

Andy Cornish 191,208 127,276 72,750 - 391,234 -

Peter Harmer - - 20,250 - 20,250 -

Nicholas Hawkins 395,371 142,464 60,080 (201,271) 396,644 -

Jacki Johnson 229,338 98,175 51,680 - 379,193 2,500

Leona Murphy 110,597 196,679 51,830 11,981 371,087 114,208
DIRECTORS AND EXECUTIVES WHO CEASED AS KEY MANAGEMENT PERSONNEL

Phillip Colebatch 46,692 - - - (e) (e)

Ian Foy 110,058 85,359 60,610 (100,000) (e) (e)

Anna Hynes 40,242 - - - (e) (e)

(a) Net movement of shares relates to acquisition and disposal transactions by the KMP and their related parties during the year.

(b) On 1 July after each financial year end, some DAR on issue vested and became exercisable by the KMP.  Some KMP exercised those newly vested DAR post 30 June.

(c) Nominally held shares are included in the column headed total shares held at 30 June and include those held by the KMP's related parties, inclusive of domestic
partner, dependants and entities controlled, jointly controlled or significantly influenced by the KMP.

(d) Opening number of shares held represents the balance as at the date of appointment of 1 October 2013.

(e) These Non-Executive Directors or Executives ceased as KMP during the prior financial year.  Information on shares held is disclosed up to the date of their cessation of
service.

II. Movements in total number of convertible preference shares
Philip Twyman acquired 957 (2013-2,058) convertible preference shares during the year holding a total of 3,015 shares as at 30 June
2014.  Justin Breheny held 16 (2013-16) convertible preference shares at the beginning and end of the financial year.  No other key
management personnel had any interest directly or nominally in convertible preference shares at any time during the financial year
(2013-nil).
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III. Movements in total number of reset exchangeable securities held
No key management personnel had any interest directly or nominally in reset exchangeable securities of IAG Finance (New Zealand)
Limited at any time during the financial year (2013-nil).

IV. Other related party transactions with key management personnel
Justin Breheny was provided with an unsecured loan of $779,672 on 21 March 2014 to assist with tax obligations incurred as a result
of his move from Singapore to Australia.  The balance of this loan at 30 June 2014 was $633,040, with the highest outstanding
balance during the reporting period being $779,672.  The loan is an interest free loan and would have accrued an interest charge of
$13,228.  A repayment of $146,632 was made during the period, with the balance to be repaid on the expiry of the loan on 29 May
2015.

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

A. HOLDINGS OF ORDINARY SHARES

FOR SECTION 205G OF THE
CORPORATIONS ACT 2001

Shares held
directly (a)

Shares held
indirectly (b)

Brian Schwartz 2,303 105,448

Yasmin Allen 1,666 40,087

Peter Bush 31,500 -

Alison Deans - 37,742

Hugh Fletcher 36,561 42,215

Raymond Lim - 30,000

Dr Nora Scheinkestel 30,066 2,760

Philip Twyman 2,742 45,280

Michael Wilkins 840,190 1,207,840

(a) This represents the relevant interest of each Director in ordinary shares issued by the Company, as notified by the Directors to the ASX in accordance with section 205G of
the Corporations Act 2001 until the date the financial report is signed.  Trading in IAG shares is covered by the restrictions which limit the ability of an IAG Director to trade
in the shares of the Group where they are in a position to be aware, or are aware, of price sensitive information.

(b) These IAG shares are held by the Director’s related parties, inclusive of entities controlled, jointly controlled or significantly influenced by the Directors, as notified by the
Directors to the ASX in accordance with section 205G of the Corporations Act 2001.

B. HOLDING OF CONVERTIBLE PREFERENCE SHARES
Philip Twyman held 3,015 (2013-2,058) convertible preference shares as at the reporting date.  No other Director and their related
parties had any interest directly or nominally in convertible preference shares at the reporting date (2013-nil).  

C. HOLDING OF RESET EXCHANGEABLE SECURITIES
No Director and their related parties had any interest in reset exchangeable securities of IAG Finance (New Zealand) Limited at the
reporting date (2013-nil).

ROUNDING OF AMOUNTS
Unless otherwise stated, amounts in the financial report and Directors' Report have been rounded to the nearest million dollars.  The
Company is of a kind referred to in the class order 98/100 dated 10 July 1998 issued by the Australian Securities & Investments
Commission.  All rounding has been conducted in accordance with that class order.

Signed at Sydney this 19th day of August 2014 in accordance with a resolution of the Directors.

Michael Wilkins
Director
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