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Shareholder questions to 2017 AGM. 

Following are responses to the subjects that were the basis of the 
questions shareholders asked most frequently in advance of the 2017 
annual general meeting (AGM). 

 

Climate change 
 
What is IAG’s position on climate change? 
 
IAG regards climate change as a complex issue and a significant challenge that will influence 
our ability to manage risk and deliver on our purpose.  
 
We have made good progress in reducing our own carbon footprint and we are exploring further 
opportunities in our own operations and through our suppliers.  
 
Our investment portfolio continues to have very limited exposure to the highest emission 
intensive companies. These account for less than half of one percent of our total portfolio. 
 
Our equity investment managers are actively reducing our exposure to companies that have the 
poorest environmental management strategy, and that have the highest negative environmental 
impact. 
 
Our in-house natural perils experts help ensure our policies are priced to reflect risk and remain 
commercially sustainable. 
 
We also apply this knowledge to influence public policy to support investment that will reduce 
exposure and improve resilience to natural disasters. Some of the groups we work through 
include the Australian Business Roundtable for Disaster Resilience & Safer Communities, 
Resilient New Zealand and 100 Resilient Cities.  
 
The number of insurance policies we issue to businesses in emission intensive industries – such 
as the broader mining and power industries – is low. These accounted for less than half a 
percent of the premiums we wrote last year.  The policies we offer to these industries are 
predominantly for workers’ compensation. Considering our purpose is to make your world a 
safer place, we believe it is important to provide support for workers in all industries. 
 
Some further detail: 
 

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

• We set a 10% absolute carbon emission reduction 2020 target and achieved this ahead of 
schedule, achieving closer to 20% reduction –  through property consolidation and data 
centre upgrades. We’re looking to reset our target and continue this progress. 
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• 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. 

 
 
Remuneration  
 
Can you explain IAG’s remuneration structure? 
 
IAG’s executives’ remuneration is made up of fixed pay, short term incentive and long term 
incentive. Both incentive outcomes are tied to improved business performance and increased 
shareholder value. 
 
In the 2017 financial year, only four of the 13 members of the executive team received 
increases, and these were for significant changes in role, or to reflect market pay rates.  
 
Short term incentives depend on how executives perform against a balanced scorecard that has 
financial and non-financial measures.  
 
The financial measures are growth, controllable operating expenses, profitability and return on 
equity and they accounted for 60% of this year’s assessment.  
 
The rest are measures that make a significant contribution to our future results. They include 
how well we serve our customers, how well we work with our partners, our people measures, 
and the management of risk. 
 
All these measures are key to producing a good long term result for our shareholders. 
And all need to come together to make that happen. 
 
This year, short term incentives for the CEO and each member of our executive team were 
determined based on their contribution to a Group Balanced Scorecard. This drives collective 
accountability for IAG’s performance.  
 
The Group Balanced Scorecard outcome resulted in an average short term incentive payment of 
64% of the maximum achievable. 
 
Our long term incentive is built around performance rights that only vest if IAG delivers superior 
financial performance. We measure cash Return on Equity over three years, and Total 
Shareholder Return over four years. 
 
The cash Return on Equity hurdle for the three years to 30 June 2017 vested in full.   
 
Based on IAG’s Total Shareholder Return ranking for the four years to September 2016, the 
vesting outcome was 56%. 
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Non-Executive Director elections  
 
How do you select the Board candidates who stand for election at the AGM? 
 
IAG’s Board regularly reviews its membership to ensure it maintains an appropriate mix of skills, 
knowledge, diversity and experience. 
 
Most of our directors have experience in insurance, finance, risk, digital, business development, 
strategy, and marketing and customer services.  
 
We also look for experience that will help us meet our obligations as an ASX-listed company, 
and support the business’ operations, strategy and growth so we can deliver the best outcomes 
for our shareholders, and our customers. 
 
Under our constitution, directors appointed to the Board during the year must stand for election 
at the next annual general meeting. Our notice of meeting for today, lists two directors – Duncan 
Boyle and Helen Nugent – who are standing for election on this basis.  
 
Our constitution also requires a third of the Board’s directors to retire each year and this year’s 
retirees are Alison Deans and Tom Pockett. Tom has offered himself for re-election, while Alison 
has decided to leave the Board following this meeting. 
 
 


