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HALF YEAR RESULTS
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Highlights nib

Pre-tax underwriting profit of $30.5m up 47% (1H09: $20.8m)

Consolidated profit of $43.1m (1H09: $2.1m) enhanced by stronger investment
performance

Operating cash in-flow of $20.1m
Return on Equity (ROE) of 18.0% with strategic capital “war chest” and no debt

Interim dividend of 2.0 cps to 31 December 2009 fully franked ($9.9m)

Full year net underwriting margin forecast of 5-5.5% ($45-50m) remains unchanged
reflecting additional investment in organic growth




| shapshot

Inancia

-

-

g

o
=
.

e
.
.

-
o

-
L

e
L

i
o
.
-
]
.
£
|
-
-

e
.
-

4*3mu
g§€1
e
B

B

-

-

-
-

===

o
-

.
-
.
.
.
.
.
.
.
.
.
.
-
.
.
.
.

-

-
-
.
e
-

.
.
.
S
f

...

.
e - -
s e .
-
.

*
*..%.%.%;..%.%;
.

-

.
-

s
.

o

o
S

.
.
.
-
.

-

-
.
.
.

-
e
-
=

-

-

Premium revenue

Gross margin

21
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(37.9)
10.2%

Management expenses

iting margin

Net underwr

Net investment return

Other income

2.4

(3.3)
61.5
(18.4)

(5.7)

(1.3)

Other expenses

59.6

Profit before tax

(18.6)

EPS (cps)

ROE (%)

12 month period.
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hareholders equity and NPAT for roll

, UsSing average s

1 Rolling 12 months




nib

* nib net policyholder growth in six
months to 31 December 2009

Growth* 31
Market share 505 QLD

(1.3%) Growth* 2,021
WA Market share 39,557
Growth* 72
Market share 4,745

0,
(-7 Growth* 132

Market share 6,345
NSW/ACT
Growth* 3,814
Market share 283,995 °

I

S(148%) .

Growth* 29 "
Market share 1,079 (0.9%) ‘ Growth* 3,137

\“;- "1 Market share 57,338 (4.5%)
) ‘

CAGR since FY05 = 6.4% (Industry 2.9%)
Net policyholder growth rate of 2.4% (1H09: 2.7%) versus industry 1.2% (1H09: 1.6%)

nib with 7.2% market share, accounted for 14.2% of national growth in six months 31
December 2009

76.7% of nib’s policyholder sales in six months to 31 December 2009 in target 20-39
years of age segment

nib with 10.0% market share in target 20-39 age group accounted for 23.4% of national
growth in six months 31 December 2009
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Gross underwriting result

14.0

(%0)

iting margin

Gross underwr

Premium revenue up 8.6% (or $35.5m) reflecting policyholder growth, impact of

1 April 2009 premium rate increase and change in product mix

t, with further

ilum revenue impac

Product buy-up during 1H10 estimated at $2.0m premi

f3,170
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February 2010 mi

ing

lud
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policies from closed products to higher value products

IVitles occurring

t
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Risk equalisation expense continues to increase at a faster rate than claims inflation, up

23.7% (or $10.2m) compared to claims expense up 5.9% (or $17.3m)
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in

4% gross marg

t as part of trans
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Employment
Marketing

T

Occupancy
Other

TOTAL

TOTAL MER (%)

* Result was normalised to remove the impact of costs associated with nib’'s demutualisation and listing, and “notional” tax. *includes one-offs

Employment costs down 1.6% as normal wages inflation more than offset by lower

restructuring costs in 1H10 ($0.2m compared to $1.2m in 1H09) and productivity gains
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Summary of movement

30 June 2009 — 31 December 2009
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nterim dividend of 2.0 cps fully franked ($9.9m), reflects payout ratio of 23% of 1H10 NPAT

nterim dividend contains no special dividend component (or capital management initiative)
ue to franking credit limitation

nterim dividend of 2.0 cps is an increase over the estimated ordinary 1HO9 interim dividen
of 1.0 cps (1HO9 interim dividend of 3.0cps of which 1.0 cps was estimated to be a normal
dividend and 2.0 cps a capital management initiative)

Current franking credit availability remains limiting factor in our ability to pay fully franked
dividends and return capital by way of special dividend

With franking credits reliant on taxable profit (not accounting profit), the impact of unrealise
investment gains or losses is a key factor in determining availability of franking and
significant unrealised losses in FYQ9 allowed a 155% dividend payout ratio (including

special dividend). The reversal of this unrealised loss position in FY10 limits franking credit
availability.

Dividend policy will continue to reflect a payout ratio of fully franked dividends between 50

0% of earnings in addition to returning capital by way of dividends, subject to availability
full franking credits




Overseas & Unverified Policyholders Trust m

120,000,000 -+
100,000,000 -
80,000,000 -

60,000,000 -

Number of shares

40,000,000 -

20,000,000 -

0

25-Oct-07 25-Feb-08  25-Jun-08 25-Oct-08 25-Feb-09  25-Jun-09 25-Oct-09

Eligible policyholders are allocated shares out of the Trust by way of a verification
process

As at 31 December 2009, 55,488 eligible policyholders (representing 49m shares or
9.9% of ISC) remained unverified

nib will be undertaking a number of initiatives in 2H10 to contact eligible policyholders
(approximately 77% of eligible policyholders in Trust remain active nib health cover
policyholders)

On expiry (October 2010), the remaining shares will be cancelled (subject to shareholder
approval at October 2010 AGM) or sold, with the Board recommendation/decision likely
to be influenced by capital management requirements at the time




Balance Sheet
Well positioned to pursue strategic investment opportunities
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Current assets

Cash and cash equivalents

Financial assets at fair value through p&l

Other current assets

Total current assets

Non-current assets

Available-for-sale financial assets

Investment properties

Property, plant and equipment and intangibles

Other non-current assets

Total non-current assets

Total assets

Current liabilities

Outstanding claims liability

Unearned premium liability

Other current liabilities

Total current liabilities 169

Non-current liabilities 0
Total liabilities 170 174.6 1698
Net assets 358 361.9 383.3

OSC at $56.5m is in line with 30 June 2009, reflecting maintained efficiency in claims
processing and December seasonality
Increase in net assets largely reflects increase in capital as a result of strong profitability
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Inancing

inancing

Inves

Continued improvement in cash flow from operations

completion of head office build

Net cash outflow from

Net cash inflow/(outflow) from operations
$21.9m cash outflow from f

Net cash inflow/(outflow) from investing

Net cash inflow/(outflow) from f

Cash flow




Market outlook m

Annual Growth in National Health Expenditure and GDP

N A
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=—=National Health Expenditure Growth ===GDP Growth

Health care spending continues to exceed GDP growth

Intergenerational Report makes obvious the need for greater private sector
financing of healthcare

Expect system to grow 2-4% in FY10, with nib to do better

Impact of any regulatory changes (means testing of 30% Private Health Insurance
Rebate) likely to be moderate

Future industry consolidation remains inevitable (albeit slow)
Privatisation of Medibank Private?

SOURCE: ABS Ausstats AIHW & IGR 2010




Business strategy m

Target <40’s market segment, extend brand reach and improve retention to
achieve above system organic growth

Increase ‘share of wallet’ from customer base through policy ‘buy up’ and adjacent
product offerings

Maintain net underwriting margin in range of 5-6% with emphasis on reducing
claims inflation

Continue to explore M&A opportunities consistent with strategic and investment
criteria

Accelerate new product concepts and earnings streams

Maintain ROE of at least 15% through double digit earnings growth, sound asset
investment and capital management




Key enterprise risks

= Market

¢ Macro-economic environment
* Heightened competitor activity
* Claims inflation
= Sovereign
* Premium pricing
* 30% Private Health Insurance Rebate
* National Health and Hospital Reform Commission

= |nvestment

* Market volatility

* Surplus capital and sub-optimal returns




Summing up and guidance m

1H10 a pleasing result with above system growth and improved underlying
profitability and strong investment returns

FY10 shaping up as a positive year:
* Net policyholder growth between 4-6%

* Planned increased spending on organic growth as well as other business
improvement investments (full year net management expense ratio in range
of 9.5-10%)

* Net underwriting result of $45-$50m (net underwriting margin of 5-5.5%)

We continue to identify M&A investment opportunities and engage in discussions.
There are also good investment possibilities in new PHI businesses and earnings
streams, such as overseas visitors and students

In the absence of M&A opportunities coming to fruition the Board will consider more
significant capital management initiatives to optimise nib’s capital structure in the
2011 calendar year

At macro economic level, future will unavoidably involve greater private funding of
national healthcare spending










Policyholder growth

Sales and lapse
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Total policyholders 350,248 365,389 375,130 384,288
- Policyholder growth rate .5% 11.1% 1% 2%

Total sales 32,831 67,456 24,74 50,438
- Sales rate 10.0% 20.5% .8% 13.8%

Total lapses 11,367 30,851 14,99 31,539

- Lapse rate 5% 4% 1% .6%
Net policyholders 21,464 36,605 741 18,899
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9,236

- Hospital persons growth rate 20-39yrs  10.4% 16.1% 2% .8%

% of new sales new to category 80 78 72 67.4
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% of new sales “under 40" 78 79 78 78.7 76.7
% of new sales online 37 38 38 36.2 i 33.2

% of new sales outside NSW/ACT 42 44 43 42.6

Total hospital persons 20-39yrs 207,703 218,445 225,35 231,136 E 237,693
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Claims expense m

Hospital claims inflation

e==nib “==Industry =——nibservicecost e===nibutilisation < nibdrawingrate (incl RE)

25%
20%

= |ncreasing utilisation reflects net policyholder growth of 4.9% for 12 months to 31
December 2009 versus 7.1% for 12 months to 31 December 2008. Full year net
policyholder growth forecast of 4-6% (FY09: 5.2%) will see utilisation inflation
stabilise in the short term.

Source: PHIAC




Claims expense

Ancillary claims inflation

e (110] ew==|ndustry == ib service cost === nib utilisation

Note: industry data from 1 April 2007 is not comparable due to change in the way ancillary products are determined by PHIAC Source: PHIAC




Investments
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otal return 15.9 100.0
otal investment assets ($m) 404.6

1inception date was Aprii 2007; the 06/07 return is for the iast quarter in FY06/07. 2 inception date was May 2008
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Reqgulatory capital requirements m

$156.3m of surplus capital above internal target after allowing
for interim dividend

Health Fund (HF) capital Group capital allocation
(at 31 December 09 (at 31 December 09)

ECap ad reserve mHealth fund capltal required

“Health fund llabliities » Health fund surplus capltal Total
m Capltal to reach Internal target

mHoldings surplus capltal surplus
B Surplus capltal s surp p o

Seasonal varlance m Interlm Dividend $156.3m




Financial results — underlying results
Net underwriting result of $30.5m, up $9.7m or 46.6%on 1HO9

Underlying results split out investment income between:

* Normalised investment income for 1H10- calculated on the basis of a 5.5%
(1HO8: 6.0%) assumed return over average investment assets for the period
Investment experience — difference between actual and underlying Investment
income

Premium revenue - Gross margin

Claims expense - (293.4) Management expense ratio
HBRTF/RETF Levy = (! (43.1) Net margin

State levies - (10.5) Underlying investment
Net claims incurred \ (347.0) return

Gross underwriting result 63.6 EPS (cps)
Management expenses . (40.7) (42.8) EPS — underlying (cps)
Net underwriting result 30.5 20.8 46.6 ROE @

Normalised Investment income? 13.5 (16.3) ROE — underlying @
Other income 0.7

Other expenses 1+ (5.7)

Underlying profit before tax 29.3

Tax (8.0)

Underlying profit after tax 21.3

Inv experience (after tax)

Profit after tax

(1) Net of fees. (2) Rolling 12 months, using average shareholder equity and NPAT for rolling 12 month period.




Data sheet — nib
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Total policyholders 290,940 302,299 312,315 328,784 350,248 365,389 375,130 384,288 393,524
- Policyholder growth 4.2% 3.9% 3.3% 8.8% 6.5% 11.1% 2.7% 5.2% 2.4%
- Market share 6.2% 6.3% 6.4% 6.6% 6.9% 7.0% 7.1% 7.1% 7.2%
Persons covered 622,298 640,178 656,867 681,013 716,656 732,930 748,673 761,753 776,626
Avg age of hospital persons covered

yrs)
Total policyholders “under 40 117,206 122,459 128,733 140,084 155,016 166,963 173,014 179,019 184,119

Growth in “under 40” segment 4.0% 4.5% 51% 14.4% 10.7% 19.2% 3.6% 7.2% 2.8%
Total hospital persons “20-39” 162,009 167,372 175,762 188,155 207,703 218,445 225,354 231,136 237,693
-Growth in hospital persons “20-39” 3.3% 3.3% 50% 12.4% 10.4% 16.0% 3.2% 5.8% 2.8%
- Market share 8.1% 8.2% 8.3% 8.7% 9.2% 9.5% 9.6% 9.8% 10.1%

Retail Centres (across Australia) 37 34 32 32 30 25 21 212 182
Employees (FTES) 472 481 483 506 484 478 422 458 448
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35.8 36.2 36.1 36.1 36.0 36.0 36.1 36.1 36.1

Source: nib / PHIAC data as at December 2009. 2 Includes nib Retail and Sales Centres
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PHI industry
Total Policyholders

4,806,754 5,008,329 5,219,567 5,390,739

4,708,420

- Policyholder growth
Persons Covered
Average Age of Hosp

Total Hosp

10,189,552 10,561,848 10,942,616 11,257,885

9,999,253

tal Persons (yrs)

i
ital Persons

359,022

2,

,309,302

2
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Disclaimer

The material in this presentation is a summary of the results of nib holdings limited (nib) for the six months ended 31 December 2009
and an update on nib’s activities and is current at the date of preparation, 22 February 2010. Further details are provided in the
Company’s half year accounts and results announcement released on 22 February 2010.

No representation, express or implied, is made as to the fairness, accuracy, completeness or correctness of information contained in
this presentation, including the accuracy, likelihood of achievement or reasonableness of any forecasts, prospects, returns or
statements in relation to future matters contained in the presentation (“forward-looking statements”). Such forward-looking statements
are by their nature subject to significant uncertainties and contingencies and are based on a number of estimates and assumptions
that are subject to change (and in many cases are outside the control of nib and its Directors) which may cause the actual results or
performance of nib to be materially different from any future results or performance expressed or implied by such forward-looking
statements.

This presentation provides information in summary form only and is not intended to be complete. Itis not intended to be relied upon as
advice to investors or potential investors and does not take into account the investment objectives, financial situation or needs of any
particular investor.

The financial information disclosed has been prepared on a statutory and pro forma basis, which is consistent with the financial
information provided in the Listing Prospectus. Due care and consideration should be undertaken when considering and analysing
nib’s financial performance. All references to dollars are to Australian Dollars unless otherwise stated.

To the maximum extent permitted by law, neither nib nor its related corporations, Directors, employees or agents, nor any other
person, accepts any liability, including, without limitation, any liability arising from fault or negligence, for any loss arising from the use
of this presentation or its contents or otherwise arising in connection with it.

This presentation should be read in conjunction with other publicly available material. Further information including historical results
and a description of the activities of nib is available on our website, www.nib.com.au/shareholders.
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