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Shareholder questions to 2016 AGM. 

Following are responses to the subjects that were the basis of questions 
shareholders asked in advance of the 2016 annual general meeting (AGM). 

 

Climate change 
 
What is IAG’s position on climate change? 
 
We understand this is an important issue to many of our shareholders and the broader 
community.  
 
We support the need to take action on climate change and we work hard to mitigate risks that 
climate change exposes to our business, communities and economy. 
 
We have made important contributions to climate change discussion and action for over a 
decade and we are a member of a number of global organisations which deal with climate 
change and its effects. 
 

 We support the 2015 Paris Agreement to limit global average temperature rise to less than 
2°C above pre-industrial level. 

 We have set a 10% absolute carbon emission reduction target by 2020 and have been 
carbon neutral since 2012. 

 We have made important contributions to resilience and climate change discussions and 
action for over a decade. 

 IAG is a member of a number of global organisations which deal with climate change 
including: 

○ The Geneva Association Climate Risk Statement 

○ The United Nation’s Principles for Sustainable Insurance (PSI), and Responsible 
Investment and 

○ We are a founding member of the Australian Business Roundtable focusing on disaster 
resilience.   

 Our approach to underwriting and investment considers environmental, social and corporate 
governance (ESG) issues including climate risk. 

 We are working with government, industry, non-profit groups and local communities to 
increase resilience and address the risks posed by the changing climate. 
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Picton claims from the East Coast Low 
 
Why have you not paid claims in Picton? 
 
We understand some shareholders are concerned about Picton so it’s important to note that 
we’ve worked closely with our customers there to get them on their feet as quickly as possible.  
 
We’ve paid more than $5.4 million in claims and we are paying the claims of 98% of our 
customers in the Picton.  
 
Since the storms hit in June, our response teams have worked hard to help the community 
rebuild and get back on their feet.  
 
The 2% of claims we’ve not paid is largely because they did not have flood cover or they didn’t 
properly maintain their property, as required by their policy.  
 
We had independent hydrologists confirm the cause of the damage to each individual property 
to ensure we were applying the policy in the right way. 
 
We don’t believe it’s fair to ask our customers who pay the extra premium to take out flood cover 
and subsidise those who do not adequately insure or protect their properties.  
 
This is a timely reminder for customers who live in a flood prone areas to read their policies in 
advance of a weather event and ensure they have the protection they need. 
 
Remuneration  
 
Can you explain IAG’s remuneration structure? 
 
IAG has a remuneration framework that encourages constructive behaviours, prudent risk taking 
and ultimately supports the execution of our strategy.  We believe that having a strong, stable 
remuneration framework will ultimately have a positive impact on shareholder returns over the 
longer term.  
 
The three components to our remuneration structure are fixed remuneration, the short term 
incentive plan, and our long term incentive plan. 
 
IAG sets the fixed remuneration of executives in a way that appropriately rewards them for their 
skill and experience, while also taking into account market practice and shareholder 
expectations.  
 
The Board is also mindful of the need to be prudent when making decisions about executive 
pay. This was demonstrated in the 2016 financial year, where IAG executives did not receive a 
fixed pay increase, other than when there was a change of role.   
 
Our short term incentive (STI) plan is designed to reward successful outcomes on both financial 
and strategic goals. Our financial goals directly measure the value that has been created.  Our 
strategic goals ensure that the value created is done so in a way which is aligned to our values, 
supports IAG’s broader role in the community, and will help deliver future financial success.  
 
For financial year 2017, the Board has determined to increase the weighting of the financial 
goals from 50% to 60% of the overall balanced scorecard.  
 
This change will further drive strong financial outcomes while maintaining an appropriate 
emphasis on strategic priorities. 
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During financial year 2016, the Board introduced a behavioural gateway to accessing the short 
term incentive plan. To be eligible for any short term incentive, employees have to demonstrate 
behaviours in keeping with the IAG Spirit – Closer, Braver, Faster. 
 
For financial year 2017, executives’ balanced scorecard includes a Net Promoter Score 
advocacy measure to assess success in meeting the needs of customers and partners.   
 
IAG’s long term incentive (LTI) plan focuses on IAG’s long term performance.  
 
The LTI plan measures the achievement of IAG’s cash Return on Equity and also its Total 
Shareholder Return, relative to its peers. Once again, IAG achieved strong returns, with full 
vesting of the Return on Equity portion of the LTI.   
 
IAG ranked at the 52nd percentile of its peer group and achieved 54% vesting of the Total 
Shareholder Return component of the Long Term Incentive. 
 
While IAG’s remuneration framework remained broadly unchanged in 2016, the Board regularly 
reviews the framework to ensure it remains fit for purpose. Consistent with this approach, the 
Board has initiated a review of the ROE hurdle to ensure it continues to provide an incentive for 
our executive team to deliver superior returns. 
 
 
Non-Executive Director Share Rights Plan 
 
Why are directors being given shares in the company? 
 
The Non-Executive Director Share Rights Plan that was approved at the 2016 AGM enables 
Non-Executive Directors to choose to receive part of their remuneration in cash and part in 
equities. 
 
Structuring Non-Executive Director remuneration this way supports the Non-Executive Directors 
to build their shareholding in the company, and enhances the alignment of Non-Executive 
Director interests with shareholders’ interests. 
 
Shares allocated under the Non-Executive Director Share Rights Plan will be purchased on 
market. 
 
 
Asia 
 
What are IAG’s plans for further growth in Asia? 
 
Growth in Asia is a key focus for IAG and we will further grow our presence where it makes 
sense. This will be through the pursuit of growth and consolidation opportunities and possible 
dial-up opportunities that ultimately deliver improved returns. 


