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15 APRIL 2008 Insurance Australia Group

IAG REJECTS QBE PROPOSAL — PRICE INADEQUATE

Insurance Australia Group Limited (IAG) today confirmed that it had been approached by QBE
with an unsolicited and incomplete proposal to take over the company by way of a scheme of
arrangement. The IAG Board carefully considered the proposal and concluded that the broad
terms, in particular the price, were inadequate.

As aresult, the Board rejected the proposal as it was clear it was not one which was in the best
interests of shareholders, and therefore not one it could recommend.

IAG Chairman Mr James Strong said, “IAG is a unique asset with leading insurance franchises in
Australia and New Zealand supported by a number of iconic brands. Whilst we recognise that the
synergies available through a combination with QBE are considerable, the price needs to reflect the
value that the IAG businesses would contribute to QBE, including the synergies to be generated.

“While QBE has claimed the proposal is a merger, the terms and the relative size of the businesses
make it clear it is a takeover. In these circumstances, the price proposed, which represented only a 1%
premium to the closing price on Friday, is totally inadequate.

“The QBE proposal seeks to take advantage of the current weakness in IAG’s share price and does not
reflect the long term prospects and value inherent in IAG. 1AG refutes QBE's suggestion that its share
price currently includes an acquisition premium. The current IAG share price reflects a low point in
insurance cycles in our core markets and higher than normal frequency of severe weather events in the
past year. These issues have been exacerbated by volatile investment markets and expansion of credit
spreads.”

Mr Strong said he was disappointed QBE had publicised a proposal which was incomplete and which
QBE had requested IAG keep confidential. QBE first approached IAG late last week with a lower initial
offer, which was also rejected.

The company has retained UBS AG and Mallesons to advise it in relation to this matter
IAG will keep shareholders informed of any further developments.
Detailed timeline and price proposals

= Atthe request of QBE, the Chairmen and CEQO'’s of IAG and QBE met on Thursday, 10 April
2008. During this meeting, QBE outlined a nil premium takeover proposal of 0.135 QBE shares
plus $0.50 cash for each IAG share, representing $3.75 per IAG share based on the QBE
share price at that time. During this meeting, the QBE representatives stressed that the
proposal would be withdrawn if confidentiality was breached.

= QBE was informed on Friday, 11 April 2008 that its nil premium takeover proposal was
unacceptable to the Board of IAG as it did not adequately reflect the value of IAG and the
synergies available to QBE. On Friday evening, QBE responded with a confidential written
proposal offering 0.142 QBE shares plus $0.70 cash per IAG share, representing $4.02 per
IAG share, or a 1% premium, based on closing share prices on Friday.

= On Monday, 14 April 2008 IAG informed QBE that its revised takeover proposal still did not
recognise the value of IAG or the synergies available to QBE from a takeover. On Monday
afternoon, the QBE Chairman informed the IAG Chairman that, notwithstanding the confidential
nature of the discussions, QBE intended to make its approach public.
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About Insurance Australia Group Limited

Insurance Australia Group Limited (IAG) is an international general insurance group, with operations in Australia,
New Zealand, the United Kingdom and Asia. Its current businesses underwrite more than $7.5 billion of premium per
annum. It employs more than 16,000 people of which around 11,000 are in Australia. It sells insurance under many
leading brands including NRMA Insurance, CGU, SGIO and SGIC (Australia); NZI and State (NZ); Equity Red Star
and Hastings Direct (UK); and NZI and Safety (Thailand). For further information please visit www.iag.com.au
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