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Insurance Australia Group (IAG)1 commends the NSW Department of Planning, Industry and 
Environment on the updated Flood Prone Land Package. IAG has long been an advocate for 
improved land use planning as a way of mitigating the risk to life, property and prosperity posed 
by natural disasters.  
 
Our purpose is to make your world a safer place and we recognise that our role extends beyond 
transferring risk and paying claims. Our purpose drives our business to work collaboratively with 
the community, Government, industry bodies and other organisations to understand, reduce and 
avoid risk, and to build resilience and preparedness. This results in better outcomes for the 
community and means fewer claims and lower premiums for our customers.  
 
IAG’s Natural Perils team has unique expertise in measuring natural disaster risk and 
understanding options to address high hazard characteristics of buildings and property. Our 
recent research publications have focussed on quantifying the impacts of climate change on risk 
to property and include Severe Weather in a Changing Climate2 (in partnership with the US 
National Centre for Atmospheric Research) and Regional Sensitivity of Australian Flood Risk to 
Climate Drivers3. IAG has been a member of Floodplain Management Australia since 2012 and 
is a founding member of the Australian Business Roundtable for Disaster Resilience and Safer 
Communities4. We support and encourage the proposed changes to flood risk planning in NSW 
and are willing to work further with government to understand how our data could best be applied 
to minimise risk. 

 
Land use planning, development controls and building standards are the most effective tools in 
reducing the impact of flooding and other natural disasters. They are most effective when 

 
 

1 IAG is the parent company of a general insurance group with controlled operations in Australia and New Zealand. Our businesses 
underwrite almost $12 billion of premium per annum, selling insurance under many leading brands, including: NRMA Insurance, CGU, 
SGIO, SGIC and WFI (in Australia); and NZI, State, AMI and Lumley Insurance (in New Zealand). With more than 8.5 million customers 
and information on the majority of domestic residences in our markets, we use our leadership position to understand and provide world-
leading customer experiences, making communities safer and more resilient for the future. 
2 Available at https://www.iag.com.au/severe-weather-changing-climate  
3 Available at https://www.floods.org.au/client_images/2128563.pdf 
4 http://australianbusinessroundtable.com.au/ 
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aligned with the best measures of the underlying peril risk. IAG has long advocated that land 
use planning needs to move away from measuring risk using the traditional 1% Annual 
Exceedance Probability (AEP) threshold mandated under the existing planning guidelines, and 
towards more appropriate risk measures which consider the economic and life safety 
consequences of the full range of possible flood events. Our research5 indicates that over-
reliance on the 1% AEP flood standard has resulted in disproportionate sensitivity to climate-
induced changes in flood risk in areas immediately adjacent to flood planning areas. 
 
We strongly support this updated land planning package, as we believe it will improve the ability 
of Local Governments to set appropriate flood planning controls, by: 

 Removing the need to obtain exceptional circumstances to apply flood-related residential 
development controls above the 1% AEP flood event;  

 Introducing new categories of flood-related development controls, including Special 
Flood Consideration (SFC) and Regional Evacuation Consideration Areas (RECA); 

 Requiring consent authorities to be satisfied that developments will not impose 
unsustainable social and economic costs to the community as a result of flooding. 

 
We offer the following suggestions for the NSW Department of Planning, Industry and 
environment to consider.  
 
Safeguards must ensure standards are not eroded – In order to ensure community resilience 
to flooding is not eroded over time, we suggest including safeguards against lowering standards. 
This could be achieved through the current revision of the NSW Floodplain Development Manual, 
modifying the criteria for determining the Design Flood Event (DFE) to include a requirement that 
the DFE is not reduced over time.   
 
Availability and Disclosure of Flood Risk Data – We suggest amending the proposed planning 
package to require local governments to disclose the flood risk of properties which lie within 
known flood risk areas but are not subject to flood-related development controls.  
 
Our data indicates that around 65% of properties with a known flood risk lie outside the 1% AEP 
extent and are not subject to flood-related development controls. Residents in these areas are 
typically unaware of their flood risk and often first learn of their risk via their insurer, or through 
experiencing a flood event which exceeds the 1% AEP. Local government’s flood risk disclosure 
and data availability tends to be limited to the 1% AEP flood event, rather than the full spectrum 
of potential flood events up to the Probable Maximum Flood (PMF), which is what insurers use 
to measure flood risk. In many cases, these properties carry considerable flood risk from events 
larger than the 1% AEP, and therefore attract significant flood insurance premiums. 
 
IAG believes flood hazard data should be publicly available to inform individual and community 
wide risk management decisions. Increasing flood risk disclosure requirements would help the 
community make informed choices and better understand the trade-offs for living, working or 
building in a flood prone area. 
 
Ensure climate risk is considered at a community scale - To preserve the community’s 
resilience into the future and ensure access to affordable insurance is maintained, we suggest 
the new LEPs and development controls must consider the likely climate-induced changes to 
natural disaster risk over the full lifespan and scale of the community, rather than the lifespan 
and scale of individual developments.  
 
The proposed Flood Planning Area clause puts the onus on individual developments to 
demonstrate consideration of future-climate flood risk. Also, the proposed Local Planning 

 
 

5 Regional Sensitivity of Australian Flood Risk to Climate Drivers, 2019 (available at https://www.floods.org.au/client_images/2128563.pdf) 
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Direction, Planning Circular and Planning Guidelines do not explicitly require consideration of the 
likely climate-induced changes to flood risk over the full lifespan of the community. The risk here 
is that just considering climate risk at individual development levels can result in short term 
planning horizons that fall far short of what is needed for a community, causing unacceptable 
accumulation of risk. For example; We have seen in the Victoria State Planning Policy 
Framework, the time horizon for consideration of climate risk to some coastal developments is 
set as short as 2040, while sea level rises are already locked in well beyond 2100. This falls far 
short of the reasonable lifespan of individual buildings, let alone for shaping the land use in 
communities which are likely to exist many hundreds of years into the future 
 
Implementation Support for Local Governments – We note the success of the Victorian 
government’s “Rural Council Planning Flying Squad” model, implemented between 2011 to 2015 
to support rural Councils on complex planning matters including updates to flood planning 
controls. This model was cited by the Australian Productivity Commission as leading practice for 
moderating the effects of local government skills shortages and facilitating the transfer of 
knowledge, skills and processed across councils. We propose that this model could be effectively 
adopted in NSW to assist smaller rural Councils in updating their flood-related planning controls 
and improving the disclosure of flood risk and availability of flood hazard data. 

 
The proposed changes to the NSW flood planning framework are an important step towards 
closer alignment of land use planning with the true underlying flood risk. We believe the flood 
prone land package will result in improved community resilience which has flow on affects to the 
affordability of flood insurance for newly developed properties under the new planning regime. 
 
IAG welcomes the opportunity work with the NSW Department of Planning, Industry and 
Environment to further develop future land planning packages that can further reduce risk and 
protect our communities. We are happy to discuss the issues raised in this submission in more 
detail. Please contact Andrew Dyer, Specialist, Natural Perils – (02) 9292 1518 or 
andrew.dyer@iag.com.au.  

 
Sincerely, 
 

 
Scott Grove 
Group General Manager 
Reinsurance  
 
 


