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CFO update

Deeper dive into capital, reinsurance and expense base
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Capital Platform Reinsurance

« Strong capital base built * Impact of reinsurance
on equity, hybrid and program on perils
reinsurance allowance and capital
components

44 Investor Day | 14 June 2023

dsD]

Cost base

» Gross operating
cost trajectory

» Capitalised
expenditure profile

©,

AASB17

* Will apply from 1 July
2023

* No impact on capital,
solvency or business
strategy
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Capital platform

Reinsurance

Debt / hybrid 4, - Catastrophe and eamings
« Hybrid securities s volatility covers

» Subordinated term notes

- Equity

a » Capital management options

« Ongoing on-market buyback

» Unique guota share
arrangements

Quota share arrangements

01/01/2023

Hannover Re 2.5% 30/06/2023 Expect upcoming renewal

31/12/2027
. _ Renewed for 5 years
Munich Re/Swiss Re

31/12/2027

Berkshire Hathaway Renewed for 7 years 31/12/2029
R —————————————————————————R.
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Impact of global reinsurance market changes

Gross catastrophe reinsurance Gross catastrophe reinsurance

program at 1 Jan 2020 Comparison of 2023 program to 2020 program program at 1 Jan 2023

$m $m
10,000 10,000
~$220m ~$135m $196m
Reinsurance Perils Capital - ICRC
program cost allowance!

Main Catastrophe Program Main Catastrophe Program

Insurance concentration risk charge (ICRC)
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@
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200 pts ./. impact $35gr20% :rc:terctlc:nnafter
e
PY erosio
Event 1st 2nd 3rd 4th 100 ngher Of vertical requ”ement (VR) or Event 1st 2nd 3rd 4th 5th onwards
horizontal requirement (HR)
0
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1 Represents portion of overall perils allowance increase attributable solely to
the impact of the change in the reinsurance program.
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Cost base Group expenses

2,503 2,531 ~$2.5bn

____________

~$2.5bn gross operating cost target achieved
in FY21 and FY22, and on track for FY23
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Expected increase in gross operating costs
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from FY24. Drivers of cost upliftinclude:

. . Fy21 FY22 FY23 FY24 FY25
* Wage inflation pressure

. mmmm Gross operating costs ($m) —eo— Admin ratio ex levies (%)
» Additional technology expenses

* Amortisation of capitalised software

Capitalised software ($m Amortisation ($m
Offset by: P ($m) ($m)

* Automation and optimisation benefits 7777y
220

B v

* Lower property costs?

Group administration ratio ex levies expected to 125
reduce to ~12% in FY23 and remain at or below
this level

Capitalised software expected to peak in FY23

FY21 FY22 FY23 FY24 FY25 FY21 FY22 FY23 FY24 FY25

I Commercial enablement

N . . Charts display directional trend only
1 Property optimisation plans lead to a change in use of our AASB16 Leases right of

use assets and are expected to result in an impairment of approximately $20m. ia
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AASB17/

Onerous
contracts

Testing at a more
granular level than the
current Liability
Adequacy Test (LAT)
which is at the segment
level

AASB17 will NOT impact our capital or
solvency requirements or business strategy
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Financial impact

Impacts the timing of
recognition,
measurement and
disclosure of

our insurance contacts

‘Day one’ transition
adjustment will be
taken to Retained
Earnings

Timing
Applies from 1 July
2023

An ‘opening balance
sheet’ at 1 July 2022 is
being prepared

O,

Measurement
approach

Premium Allocation
Approach expected to
apply across IAG’s
insurance contracts

Capital &
Balance Sheet

Cost of capital
approach to risk
adjustment likely to
result in a lower
probability of adequacy

Expected to be broadly
consistent with APRA’s
capital requirements

Proposed approach is to continue to provide existing key reporting metrics GWP, NEP and Insurance Profit.
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These will continue to form the basis of our guidance and medium-term targets.
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