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Dear Commissioners, 
 
Insurance Australia Group (IAG) welcomes the opportunity to make a submission to the Royal 
Commission into National Natural Disaster Arrangements.   
 
The 2019 – 2020 ‘Black Summer’ bushfire season was devastating for all Australians. The loss 
of life, properties and impact on communities across the country is heartbreaking. At IAG our 
focus is on supporting our customers rebuild their homes, lives and communities under these 
incredibly difficult circumstances. It is also critical that after such events we take time to learn 
from the disaster and put in place key measures to help protect people and boost resilience of 
communities into the future. 

 
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. 
 
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 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 costs for 
our business. 

 
We work collaboratively with government, industry bodies and Australian and international 
organisations on a range of topics and issues that relate to our customers, our people and the 
community including safety on the road. 
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We commend the Government’s National Natural Disaster Risk Reduction Framework released 
in 2018. It is an exemplary whole of society guide for proactive efforts to reduce disaster risk and 
minimise loss and suffering caused by disasters. IAG has supported the development and early 
implementation of this framework and will continue to work constructively with Government and 
other organisations to finalise and implement the National Action Plan.  
 
Insurance and Natural Disasters  
Insurance protects Australians from a range of financial risks and disasters. The price of 
insurance premiums also provides an important signal of the risk individuals or communities are 
exposed to. 
 
In the absence of insurance, governments would have a fiscal responsibility to rebuild and restore 
communities should misfortune or disaster occur. The private insurance market remains the most 
effective and economically sustainable solution to ensuring the maximum number of Australians 
choose to cover themselves for risk. It is therefore in the best interest of the community to 
maintain an equitable and affordable private insurance market.  
 
In order to ensure communities remain protected by affordable insurance, we need all levels of 
government to take the lead and shift their focus from disaster recovery to mitigation. This cannot 
be a simple transfer of funds, but a coordinated strategy incorporating mitigation, adaptation, 
data, infrastructure and community resilience.  
 
We also need governments to work with business and the not-for-profit sector to improve 
community engagement; enhance resilience in the built and natural environment; ensure better 
disaster risk awareness and mitigation; and improve capabilities for disaster resilience. IAG’s 
submission to the ACCC Northern Australia Insurance Inquiry1 has further detail on what a 
nationally coordinated well resourced disaster resilience program might entail.  
 
Climate Change  
 
Climate change is already well underway and is considered by many to be the greatest risk 
currently facing humanity. Our communities in Australia are exposed to multiple hazards now and 
this will worsen with a warmer climate2.  
 
To reduce the impacts of climate change, governments need to ensure we have clear, considered 
and coordinated policies in place to reduce Australia’s carbon emissions in line with our Paris 
Agreement targets. Additionally, governments need to ensure a changing climate is accounted 
for when creating a strategy to mitigate, adapt and improve community resilience to natural perils.   

 
Royal Commission into Natural Disaster Arrangements 
 
IAG has commissioned the attached Paper “Strengthening Resilience: Managing natural 
disasters” from the Menzies Research Centre to be part of our submission to this Royal 
Commission. We commissioned this expert Paper to synthesise the existing information on how 
Australia can prevent and respond to bushfires and other natural perils. This Paper summarises 
what has been learnt and what can be changed in the future. IAG supports the recommendations 
of this Paper. The five key recommendations are; 
 

1. Government funding should further prioritise risk reduction which will reduce the need to 
spend on disaster recovery 

 
 
1 Available at https://www.iag.com.au/sites/default/files/Documents/News%20and%20events/IAG-submission-ACCC-Northern-Australia-
Insurance-Inquiry-Second-Update-Report-Focus-Area-1.pdf 
2 Severe Weather in a Changing Climate, C. Bruyère, G. Holland, A. Prein, J. Done, B. Buckley, P. Chan, M. Leplastrier, A. Dyer, IAG, 
November 2019. 
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2. Introduction of a National Bushfire Risk Rating (NBRR) system for all bushfire-prone 
communities, properties and structures.  

3. Introduction of a national approach to land use and building codes 
4. Creation of an open access information platform comprising all data required for natural 

hazard management. 
5. Tax reform to improve the affordability and increase uptake of insurance 

 
 
IAG and Natural Disaster Management  
 
IAG has a long history of working with communities to improve safety. In many ways we have 
been doing it since we began operation 185 years ago. We are involved across the spectrum of 
natural disaster management from mitigation to recovery.   
 
Mitigation  
 
Australian Business Roundtable for Disaster & Safer Communities (ABR) - IAG is the 
founding member of the ABR which was formed in December 2012. The Roundtable is helping 
to develop a more sustainable, coordinated national approach to making communities more 
resilient and Australian people safer through research and advocacy work.  
 
The ABR members are IAG, Australian Red Cross, Munich Re, Optus and Westpac Group. Their 
research to date has provided economic analysis of natural disasters, the social costs of natural 
disasters, data needs and infrastructure decision making. Further detail and the five research 
reports can be found here http://australianbusinessroundtable.com.au/our-research 
 
The first ABR research paper3 demonstrated that for every $10 spent on post-disaster recovery, 
only $1 is spent on measures to improve the safety of our communities prior to disasters. 
Carefully targeted resilience investments of $250 million per annum have the potential to 
generate budget savings in the order of $12.2 billion for all levels of government (or $9.8 billion 
when looking at the Australian Government budget only). If successfully implemented, it could 
see Australian and state government expenditure on natural disaster response fall by more than 
50% by 20504. 

 
Resilience Investment Vehicle Pilot.  – Supported by the Australian Government, this is a 
collaboration between IAG, NAB, CSIRO and member agencies of the ANZEMC Mitigation and 
Risk Sub-Committee (EMA, NSW OEM and QRA).  
 
The pilot aims to explore how both public and private capital could be directed to finance new or 
adapt existing infrastructure that builds community resilience to natural hazards under a changing 
climate. Enhanced investment in disaster risk reduction is commonly seen as a public problem 
and responsibility, however as major players in the economy both IAG and NAB understand its 
shared interest in creating resilient communities.  Together with CSIRO and the Mitigation and 
Risk Sub-Committee members, we believe we have a shared responsibility to apply our diverse 
capabilities from the financial services, science and government sectors to address this complex 
problem.    
 
IAG commissioned research mapping the economic impact of natural perils in different 
communities – IAG commissioned SGS Economics & Planning in 2016 to prepare a report for 

 
 
3 Australian Business Roundtable (January 2014). Building our nations resilience to natural disasters. Accessed April 2020 at 
http://australianbusinessroundtable.com.au/assets/Natural%20Disaster%20Roundtable%20Paper%20Web%20version%20January%20201
4.pdf 
4 Australian Business Roundtable (January 2014). Building our nations resilience to natural disasters. Accessed April 2020 at 
http://australianbusinessroundtable.com.au/assets/Natural%20Disaster%20Roundtable%20Paper%20Web%20version%20January%20201
4.pdf 
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IAG entitled ‘At what cost? Mapping where natural perils impact on economic growth and 
communities5’ which represented the first time that the population data and economic activity of 
all Local Government Areas (LGAs) across the nation have been overlaid with natural perils risk 
levels provided by the Insurance Council of Australia (ICA) and IAG. This report identifies the 
LGAs with the greatest risk and they are identified because of their high natural perils risk rating, 
their high level of gross domestic product (GDP), their capacity to deal with natural perils or, most 
importantly, due to an overlap of two or more of these factors. 

 
Preparedness 
 
IAG works proactively to educate the community on the risk of natural perils. Across the country, 
we have run joint campaigns with our community partners to encourage the public to prepare 
their homes to prevent the risk of property damage through weather events for example: 
 

 Natural Perils team – IAG has an in-house Natural Perils team made up of 
meteorologists, atmospheric scientists, hydrologists, engineers and mathematicians. 
This team investigates the growing risk from natural perils, the interaction of natural peril 
risk with economic activity, and the communities’ capacity to respond to disasters. Their 
work also contributes to the literature on climate change. Last year this team in 
collaboration with the US National Centre for Atmospheric Research (NCAR) released 
the Severe Weather in a Changing Climate report6. This report reviews and interprets 
the latest climate science to understand how climate change is impacting the severity 
and frequency of weather events like tropical cyclones, hailstorms and rainfall, and what 
is likely to happen in the future. The report also examines the changing physical risks 
from severe weather patterns, considering past, present and future climates.  

 Get Prepared app – IAG in partnership with the Australian Red Cross, created the Get 
Prepared app in 2016. It is a simple, easy-to-use app that helps people prepare for any 
type of emergency by accessing information and tools to complete an emergency plan 
on their phone. By the end of February 2020, the app has been downloaded 32, 131 
times.  

 Cyclone Testing Station, research and data sharing – IAG shares its data, claims and 
expertise with the James Cook University Cyclone Testing Station.  The cyclone testing 
station conducts research, testing and community education on the response of homes 
to severe weather events. We also share data with the Bureau of Meteorology to help 
improve the calibration of weather radar and associated severe weather warnings 

 Good Hoods- Locally, connecting individuals and their communities through the Good 
‘Hoods initiative which aims to explore and improve community connection. As part of this 
initiative IAG worked with the Murrindindi Shire Council following the Black Saturday bushfires 
in 2009 to support the development and implementation of a community-led community 
planning framework. This has now been piloted in three communities. 

 
Helping our customers understand risk.  
When taking out a policy with one of our brands, we ask a number of questions to determine risk 
and ensure the right sum insured is selected. For example; with Bushfire we ask about proximity 
to bushland to ensure the sum insured takes new Bushfire Attack Level (BAL) zones into account.  
 
Our websites also provide information to help customers prepare for the potential impacts of 
bushfires and other natural perils, including actions they can take to reduce risks to help protect 
their family and their home and property. These information resources include;  

 Storm Safe – A proactive education campaign with NSW SES. Started in 2012, the 

 
 
5 SGS Economics and Planning. At what cost? Mapping where natural perils impact on economic growth and communities, IAG, November 
2016. Accessed April 2020 at https://www.sgsep.com.au/assets/main/SGS-Economics-and-Planning-at-what-cost-IAG-mapping-where-
natural-perils.pdf 
6 Severe Weather in a Changing Climate, C. Bruyère, G. Holland, A. Prein, J. Done, B. Buckley, P. Chan, M. Leplastrier, A. Dyer, IAG, 
November 2019.  
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campaign helps people minimise risks in their home when storms hit, reducing loss and 
claims.  

 Support for resilience retrofit programs – Including support for the QLD government 
$20 million household resilience program7 that assists homeowners improve their 
resilience to cyclones. By encouraging customers to apply to the program and providing 
some premium reductions for building improvements undertaken. 

 The Hub- online and mobile information hub by NRMA Insurance which provides 
informative articles every week on protecting property, cars, bikes, boats, lifestyle, travel, 
business and the NRMA community. 

 ICA Data Globe - The Insurance Council of Australia (ICA) developed ‘DataGlobe’ which 
provides visualisations of collected hazard data (Earthquake, Bushfire, Flood, Cyclone, 
Hail, Storm.) that can be used to provide a meaningful insight into natural perils, risk-
based insurance premiums and the mitigation measures that may reduce the impacts of 
disaster in specific locations. 

 
Underinsurance and Noninsurance 
IAG is aware that underinsurance and noninsurance does occur in our communities. This issue 
is of great concern to us and the overall insurance industry. The Insurance Council of Australia’s 
2019 report, The impact of government duties on household insurance8 and Dr Richard Tooths 
2011 report Flood insurance: economics and issues9 both have excellent suggestions on how 
government and industry can work together to reduce underinsurance and non-insurance in the 
community. One example we have long advocated for, is the removal of the emergency services 
levy in NSW where the layering of insurance duty and GST can result in taxes adding over 50% 
to the base premium for an insurance policy10. 
 
Greater investment in mitigation protects communities from the impacts of natural disasters and 
helps reduce the risks people face, and this ensures insurance is as accessible and affordable 
as possible. 

 
Response and Recovery  
As Australia’s largest general insurer, responding to events is central to what we do. Our 
dedicated national Major Events Claims response team is resourced year-round. It ramps up 
during a catastrophe, with a focus on having our people on the ground early and then throughout 
the following months until we are satisfied customers are back up and running. 
 
We brief our Assessment and Repair team before a catastrophe to ensure that our team is well 
prepared ahead of a major event to support customers. Our claims assessors will look at our 
customers’ homes and properties to assess the damage as soon as possible and commence 
repairs shortly after. As always, we are committed to being there through to the end for our 
customers.  
 
Following the 2019-2020 bushfires we have received more than 12,245 claims nationally since 
September 2019. We have a dedicated team managing these claims and have finalised 60% of 
these bushfire claims, our partner builders are on the ground helping our customers with repairs 
to rebuild their lives, homes and businesses. Our teams were on the ground to support customers 
with their claims and organise financial assistance and temporary accommodation at recovery 
centres in NSW, SA, VIC and QLD as well as at our Major Event Rapid Response Vehicle 
(MERRV) which was deployed to the NSW South Coast.  

 
 
7 Further information accessed April 2020 at https://www.qld.gov.au/housing/buying-owning-home/financial-help-concessions/household-
resilience-program 
8 Accessed April 2020 at https://www.insurancecouncil.com.au/assets/submission/2019/112219_ICA_Paper_Impact-Govt-Duties-
Household-Insurance.pdf 
9 Reference report  
10 Accessed April 2020 at https://www.insurancecouncil.com.au/assets/submission/2019/112219_ICA_Paper_Impact-Govt-Duties-
Household-Insurance.pdf 
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Our policy is to use qualified tradespeople from the impacted areas to help support communities 
recover, while also ensuring our customers’ homes are assessed, repaired and rebuilt as soon 
as possible. Our Disaster Response Customer Support program was available where customers 
could receive free and confidential counselling by a team of psychologists experienced in 
providing post-incident support. 
 
Recommendations:  
In addition to the recommendations outlined in the attached report;   

1. IAG urges governments at all levels to increase funding for mitigation works to make 
communities safer and more resilient for the long-term.  
 

2. The primary role of governments in this area is to reduce community vulnerability to 
extreme weather events by creating a policy framework that promotes fit for purpose 
building codes, land use planning and preventative infrastructure investment, considers 
both life and financial impacts and future climate change.  

 
3. A program of mitigation activity should be developed based on cost-benefit analysis that 

demonstrates a clear positive outcome from investing in pre-disaster resilience 
measures, including a program of community education activities. Prioritisation of these 
activities should be informed by analysis of research, information and data sets allowing 
key investment decisions to be taken at all levels, including government incentives and 
price signals from the private sector. 
 

4. In order to ensure the benefits of mitigation investment are realised and not eroded over 
time, governments should work toward a long term, bipartisan and cross jurisdictional 
strategy for this mitigation investment.  

 
5. All governments should work collaboratively with the private sector and community 

organisations when designing this strategy to allow each sector to capitalise on its unique 
expertise, data and skill set.  

 
IAG welcomes the opportunity to discuss the issues raised in this submission in more detail. 
Please contact Naomi Graham, Principal Public Policy and Industry Affairs – 02 9088 9450 or 
naomi.graham@iag.com.au. 
 
Yours sincerely, 

 
Peter Harmer  
Managing Director & 
Chief Executive Officer 
 


