
REMUNERATION REPORT

EXECUTIVE SUMMARY

Our purpose: we make your world a safer place
IAG’s purpose guides our remuneration approach by aligning Executive pay outcomes with the interests of our customers,
community and shareholders.  We achieve this alignment by assessing both financial and non-financial performance, including a
risk assessment, to ensure results are delivered in a way that is sustainable and benefits all IAG stakeholders.

Remuneration reflects delivery of strategy, business results and risk performance
IAG rewards Executives through a combination of fixed pay, short-term incentives (STI) and long-term incentives (LTI).  

In the 2019 financial year, IAG has continued to deliver strong business performance, recording outcomes at the mid-point of
guidance measures provided to the market, in relation to GWP growth and reported insurance margin.  A key element of the
improved underlying margin outcome was the realisation of net benefits under IAG’s optimisation program, which includes
initiatives designed to simplify IAG’s business, reduce controllable expenses and improve the experience of IAG’s customers.  In
addition, a strong capital position has been maintained, following distribution of surplus capital to shareholders.  The table below
outlines key performance measures and remuneration outcomes reflecting IAG’s business results.

 A review of fixed pay determined that current Executive
fixed pay levels are appropriate, and will remain unchanged
for the 2020 financial year.  The August 2018 review
resulted in Peter Harmer, Mark Milliner, Craig Olsen and
Julie Batch receiving fixed pay increases during the 2019
financial year.  The increases ranged from 5.0% to 11.8%
and were applied to meet market pay levels.

 STI outcomes reflect Group and individual Executive
performance during the 2019 financial year.  Further
improvement in underlying business performance was
achieved, in line with the market guidance measures
provided at the outset of the year.

 The LTI rewards Executives for achieving long-term
performance.  Based on strong returns, the cash return on
equity (ROE) element of the 2015/2016 LTI award vested in
full.  On 30 September 2018, the relative total shareholder
return (TSR) portion of the 2014/2015 LTI award was
tested.  IAG’s TSR was ranked at the 61st percentile of its
peer group resulting in a 72% vesting outcome.

As foreshadowed at the 2018 annual general meeting (AGM), the Board has reviewed the LTI plan ROE hurdle. The review
considered factors including the impact of monetary policies on the global cost of capital, the changing capital base of the Company
and the need to ensure the hurdle is sufficiently stretching.  As a result, the Board has increased the cash ROE hurdle vesting
range from 1.2 to 1.6 times WACC, to 1.4 to 1.9 times WACC for future awards, with the expectation of typically lower vesting
outcomes for Executives.

Risk performance and accountability is a key input to variable pay
IAG takes a balanced approach to assessing Executive performance across financial and non-financial measures, while also
considering risk management effectiveness.  When assessing risk performance, the full range of risks faced by IAG are considered,
including reputational and operational risk.  The way IAG assesses Executive risk management performance continues to evolve,
building on the improvements outlined in IAG’s 2018 Annual Report.

For the 2019 financial year, IAG’s risk performance assessment approach was further enhanced to ensure that remuneration
outcomes support effective risk management and IAG’s long-term soundness.  Under this approach:
 the risk performance assessment has been extended beyond Executives to cover approximately 80 senior leaders across IAG;

 the Board Risk Committee, with input from the Chief Risk Officer and Executive General Manager, Group Internal Audit,
provides an independent assessment to the People and Remuneration Committee (PARC) and Board when they make
remuneration decisions; and

 the Chief Risk Officer and Chief Financial Officer review remuneration for their Risk and Financial Control roles to confirm that
the arrangements do not compromise the independence of those employees (and provide an annual attestation to that effect).

The Board has an ongoing program of work to assess remuneration and performance frameworks to ensure they promote effective
risk management practices.  During the year, IAG further strengthened those frameworks by: 
 including a risk maturity objective in the Group Balanced Scorecard (BSC) to further develop IAG's risk practices and culture;

 introducing a formal assessment of risk maturity and risk culture which is approved by the Board Risk Committee;

 increasing the deferred portion of Group Leadership Team STI awards from 33% to 50%;

 extending the LTI cash ROE vesting period from three to four years; and

 increasing the difficulty of LTI cash ROE hurdles for the 2020 financial year and future LTI awards.

The regulatory environment in which IAG operates continues to evolve post the Royal Commission into Misconduct in the Banking,
Superannuation and Financial Services Industry. The recent release by APRA of Draft Prudential Standard CPS 511 Remuneration
has significant implications for both the design and governance of remuneration arrangements.  The Board recognises that the new
draft Standard, which is currently subject to a consultation process, will potentially have a significant impact on remuneration and
governance approaches, and could lead to a substantial review of IAG’s framework in 2020.
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A. KEY MANAGEMENT PERSONNEL COVERED IN THIS REPORT
This report sets out the remuneration details for IAG’s key management personnel (KMP).  Although the Non-Executive Directors
are disclosed in the report, they do not have management responsibility.  Therefore, their remuneration is dealt with separately.
The accounting standards define KMP to include Non-Executive Directors and executives who have ultimate accountability for
planning, directing and controlling the activities of the organisation, either directly or indirectly.

In the previous financial year, a comprehensive review of the composition of KMP was performed where the Board determined that
executive KMP (referred to in the report as Executives) will comprise the Group CEO and those of his or her direct reports who:
 manage a business unit; or
 have accountability for the risk or financial control of the organisation; or
 have accountability to deliver a strategic priority.

The Board believes this definition of KMP continues to accurately identify those in the Group who have ultimate accountability for
planning, directing and controlling IAG’s activities.  Applying this definition, not all members of the Group Leadership Team are
KMP.  The full list of KMP for the year ended 30 June 2019 is presented below. 

NAME POSITION TERM AS KMP(1)

EXECUTIVES

Peter Harmer Managing Director and Chief Executive Officer Full year

Julie Batch Chief Customer Officer Full year

Nicholas Hawkins Chief Financial Officer Full year

Jacki Johnson(2) Group Executive, People, Performance and Reputation Full year

Mark Milliner Chief Executive Officer, Australia Full year

Craig Olsen Chief Executive, New Zealand Full year

David Watts Chief Risk Officer From 11 September 2018

EXECUTIVE WHO CEASED AS KMP

Tim Clark(3) Acting Chief Risk Officer Ceased 10 September 2018

NON-EXECUTIVE DIRECTORS

Elizabeth Bryan Chairman, Independent Non-Executive Director Full year

Duncan Boyle Independent Non-Executive Director Full year

Hugh Fletcher Independent Non-Executive Director Full year

Sheila McGregor Independent Non-Executive Director Full year

Jon Nicholson Independent Non-Executive Director Full year

Helen Nugent Independent Non-Executive Director Full year

Tom Pockett Independent Non-Executive Director Full year

George Savvides Independent Non-Executive Director From 12 June 2019

Michelle Tredenick Independent Non-Executive Director Full year

NON-EXECUTIVE DIRECTOR WHO CEASED AS KMP

Philip Twyman Independent Non-Executive Director Ceased 26 October 2018

(1) If an individual did not serve as a KMP for the full financial year, all remuneration is disclosed from the date the individual was appointed as a KMP to the date they
ceased as a KMP.

(2) Jacki Johnson retired from IAG effective 30 June 2019, and was considered a KMP for the full financial year.
(3) Following the appointment of David Watts as Chief Risk Officer on 11 September 2018, Tim Clark ceased as KMP and remained within IAG.

Key terms that are used throughout the report are defined in detail in Appendix 5.
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B. EXECUTIVE REMUNERATION STRUCTURE
I. Remuneration guiding principles
There are six guiding principles that underpin IAG’s approach to remuneration.  Remuneration at IAG should:
 support IAG’s purpose by focusing employees’ behaviour and performance on:

 delivering positive outcomes for customers and the community;
 building the desired culture within IAG; and
 generating value for our shareholders;

 support the attraction and retention of talent with the capabilities and skills needed to drive business performance and deliver
IAG’s strategy;

 promote accountability and encourage behaviours that support effective risk management and IAG’s long-term financial
soundness;

 reduce the risks of misconduct, regulatory and compliance breaches and other non-financial risks;

 be simple to understand, delivering pay parity and outcomes that are fair and equitable; and

 provide flexibility for different business requirements now and in the future.

II. Summary of remuneration components
The Executive remuneration approach consists of the following components: fixed pay, cash STI, deferred STI and LTI.  The table
below describes the structure and purpose of each component in place for Executives during the year ended 30 June 2019.

TABLE 1 – REMUNERATION COMPONENTS

COMPONENT STRUCTURE PURPOSE

Fixed pay Fixed pay comprises base salary and superannuation.  Fixed pay
for an Executive is determined by reference to the experience
and skills an individual brings to the role, the internal relativities
between Executives and market pay levels for similar external
roles. 

Further details relating to fixed pay are presented in Table 2.

Fixed pay is provided to remunerate IAG
employees for performing their ongoing work. 

STI STI is provided on an annual basis subject to the achievement of
short-term goals agreed by the Board, and an assessment of risk
management effectiveness.

Half of the total STI awarded is delivered in cash in September
following the financial year end; and the remaining half is
deferred for a period of up to two years based on continued
service.  The deferred component is typically paid in the form of
Deferred Award Rights (DARs).  The deferred portion is subject to
downward adjustment (also referred to as malus) if determined
appropriate by the Board.  

Further details relating to the STI plan are presented in Table 3. 

STI provides a reward for annual performance
across a range of financial and non-financial
measures chosen to support the delivery of the
IAG strategy. 

Deferral of incentives encourages ongoing
employment of senior management and allows
the Board to apply downward adjustment (malus)
when appropriate. Share-based remuneration
also reinforces the link between shareholder
value creation and Executive reward.

LTI LTI rewards Executives for achieving long-term financial
performance based on two hurdles: cash ROE and relative TSR
over a four-year period.

Further details relating to the LTI plan, including changes being
introduced for the 2020 financial year, are presented in Table 4.

LTI creates a direct link between Executive
reward and the return experienced by
shareholders. LTI awards are subject to the two
hurdles below:  
 cash ROE provides evidence of IAG’s return

on total shareholders’ equity. The ROE
hurdle utilises cash earnings, which is also
the measure used to determine the dividend
paid to shareholders; and 

 relative TSR reflects the value created for
shareholders through both dividends and the
movement in the share price measured
against the top 50 industrial companies
within the S&P/ASX 100 Index.
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Remuneration received by Executives is based on IAG’s performance over a number of different time periods, as illustrated in the
following graph.  The timeframe of potential payments to Executives is staggered progressively from one to four years to encourage
decision-making which supports long-term, sustainable performance.

III. Remuneration mix
The mix of components in IAG’s remuneration framework is outlined in the following graph.  This represents the structure based on
the maximum potential earnings for the Group CEO, the Chief Financial Officer (CFO), the Chief Executive Officer (CEO), Australia,
the Chief Risk Officer (CRO) and the other members of the current Executive Team.  The remuneration mix was current as at 30
June 2019.

Each remuneration component is described in more detail below.

IV. Fixed pay
TABLE 2 – FIXED PAY
Overview Fixed pay at IAG is set with reference to the median of the external market for comparable roles, with

the flexibility to adjust based on the size and complexity of the role, and the skills and experience of the
Executive.  Fixed pay for Australian-based Executives is compared to the market using peer groups,
including financial services companies in the S&P/ASX 50 Index and companies that are of similar size
to IAG.  Relevant local market peer groups are referenced for overseas-based Executives.  

Increases to an Executive’s fixed pay are generally only provided in situations where either their pay is
below market levels, or where there has been a material change in the responsibilities of their role.
During the 2019 financial year, Peter Harmer, Mark Milliner, Craig Olsen and Julie Batch received a
fixed pay increase.  The increases ranged from 5.0% to 11.8% and were applied to meet market pay
levels.
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V. Short-term incentive
TABLE 3 – STI AND DEFERRED STI
Behavioural gateway All employees are required to demonstrate appropriate behaviours in the achievement of

performance outcomes.  The behavioural gateway determines STI eligibility.  Those who have not
behaved in line with expected standards will not receive any STI in that year, regardless of their
performance.  If the behavioural gateway requirements are met, the size of the STI award is
subsequently determined based on individual and company performance.

For the Group CEO, an assessment of his behaviour is made by the Board.  For Executives, their
behaviours during the year are assessed by the Group CEO who subsequently recommends to the
Board whether they are eligible for an STI.

STI opportunity For the 2019 performance year, the maximum value of STI that could be granted to the Group CEO
was 150% of fixed pay.  The maximum value of STI for the Chief Financial Officer and Chief Executive
Officer, Australia was increased from 120% to 130% of fixed pay. The maximum value of STI for the
Chief Risk Officer and Acting Chief Risk Officer was 80% of fixed pay. For all other Executive Team
members (Chief Executive, New Zealand; Chief Customer Officer; and Group Executive, People,
Performance and Reputation) the maximum was 120% of fixed pay.

Performance measures
and evaluation

STI is the at-risk remuneration component designed to motivate and reward Executives for superior
performance in the financial year.  Performance is measured against the Group Balanced Scorecard
and individual goals using both financial and non-financial measures (the Group Balanced Scorecard
is discussed in more detail in Table 5a).  In determining STI awards, consideration is also given to
the effectiveness of risk management during the year.

The PARC reviews the Group CEO’s performance based on the Group Balanced Scorecard outcomes,
and the effectiveness of risk management during the year, and recommends an STI award for
approval by the Board.

The STI awards for members of the Executive Team are recommended by the Group CEO to PARC
based on an assessment of the achievement of the Group Balanced Scorecard outcomes,
achievement against individual goals and the effectiveness of risk management during the year.
These remuneration outcomes are subsequently recommended by PARC for approval by the Board.

For all individuals, the Board may apply discretion in determining the STI outcomes to ensure they
appropriately reflect performance.

Instrument An Executive’s STI award comprises a cash component and a deferred component.  Half of the total
STI awarded is delivered in cash in September following the financial year end; and the remaining
half is deferred for a period of up to two years based on continued service.  The deferred component
is typically paid in the form of Deferred Award Rights (DARs), unless it is not possible to do so, in
which case cash equivalent payments are made according to the same vesting schedule.
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Key terms of the
deferred STI

DARs are rights over the Company’s ordinary shares.  DARs are granted at no cost to the Executive
and IAG’s policy is that no dividend will be paid for any unvested, or vested and unexercised DARs.
In 2018, the Board made an exception to this approach for holders of DARs that were due to vest
after the record date for final dividends during 2018 and 2019.

This exception was made following IAG’s decision to bring forward the date that annual results are
announced to the market.  Due to this change, the record date for final dividends was also brought
forward to avoid a delay in distributing profits to shareholders.  Consequently, holders of DARs that
vested in September 2018 and some DARs due to vest in September 2019 were no longer entitled
to receive the final dividend, as the vesting dates fall shortly after the new, earlier dividend record
dates.

In recognition of this adverse consequence, the Board determined to make a cash payment to
employees holding DARs at the September 2018 and September 2019 vesting dates, equivalent in
value to the dividends they would otherwise have received if the record date had not moved.  The
payments relating to 2018 DARs are disclosed in this Remuneration Report.  The payments relating
to 2019 DARs will be disclosed in the 2020 Remuneration Report.

The number of DARs issued is calculated based on the volume-weighted average share price (VWAP)
of the Company's ordinary shares over the 30 days up to and including 30 June before the grant
date.

Executives who participate in the STI plan become eligible to receive one ordinary share of the
Company per DAR by paying an exercise price of $1 per tranche of DARs exercised.  Vesting of DARs
is subject to an Executive’s continuing employment with IAG at the vesting date or meeting the
conditions to retain unvested DARs upon cessation, as outlined in the ‘forfeiture conditions’ section
below.

Executives may not enter into transactions or arrangements which operate to limit the economic risk
of unvested entitlements to IAG securities.

Forfeiture conditions The Board retains the discretion to adjust downwards the unvested portion of any deferred STI
awards, including to zero.  Deferred STI awards will be forfeited if the Executive resigns before the
vesting date, except in special circumstances as outlined below.  

When an Executive ceases employment in special circumstances, any unvested rights may be
retained on cessation of employment up to the point they vest, subject to Board discretion.  Special
circumstances include: redundancy, retirement, death or total and permanent disability.  Any rights
retained under these circumstances will remain subject to the original vesting period unless the
Board determines an alternative vesting date, which would only be done in exceptional
circumstances.

VI. Long-term incentive
TABLE 4 – LTI
Overview LTI grants are determined annually by the Board.  The grants are in the form of Executive Performance

Rights (EPRs) that have performance hurdles which align to IAG’s strategic financial targets.  

LTI opportunity For the 2019 performance year, the maximum value of LTI that could be granted to the Group CEO was
increased from 150% to 165% of fixed pay.  The maximum value of LTI that could be granted to the Chief
Financial Officer and to the Chief Executive Officer, Australia was increased from 125% to 140% of fixed
pay.  The maximum value of LTI that could be granted to the Chief Risk Officer was 80% of fixed pay, and
for the Acting Chief Risk Officer 40% of fixed pay.  The maximum for all other Executive Team members
was 125% of fixed pay.

Instrument If performance hurdles are achieved, rights can be settled with either the Company's ordinary shares or
an equivalent cash payment.  The Board may choose to exercise discretion to settle rights on vesting in
cash in circumstances where it is restrictive to settle rights with shares, including in jurisdictions where
legislative requirements prohibit share ownership in a foreign entity.  Where rights are settled in cash,
the value of the cash payment is determined based on the VWAP for the five trading days up to and
including the vesting date.

Key terms of the LTI The number of rights issued is calculated based on the VWAP over the 30 days up to and including 30
June before the grant date.  Rights granted during the year will not vest and have no value to the
Executive unless the performance hurdles are achieved.  The cash ROE performance hurdle and the
relative TSR hurdle are measured over four years.  No dividend is paid or payable for any unvested, or
vested and unexercised, rights.  There are no opportunities to retest these performance hurdles.

Executives may not enter into transactions or arrangements which operate to limit the economic risk of
unvested entitlements to IAG securities.
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Forfeiture conditions The Board retains the discretion to adjust downwards the unvested portion of any LTI awards, including
to zero. Under the terms of the LTI, if an Executive resigns before the performance hurdles are tested,
the unvested rights will generally lapse.  In cases where the Executive acts fraudulently or dishonestly or
is in breach of his or her obligations to IAG, the unvested rights will lapse.  

When an Executive ceases employment in special circumstances, any unvested rights may be retained
on cessation of employment up to the point they vest, subject to Board discretion.  Special
circumstances include: redundancy, retirement, death or total and permanent disability.  Any rights
retained under these circumstances will remain subject to the original performance conditions.

PERFORMANCE HURDLES CASH ROE RELATIVE TSR
Description 50% weighting

Cash ROE is measured relative to IAG’s
weighted average cost of capital
(WACC).

As foreshadowed at the 2018 AGM, a
review of the ROE hurdle was
completed considering factors such as
IAG’s evolving business strategy,
market practice, changes to IAG’s
capital base and historic and projected
ROE performance.  As a result of this
review, the current vesting range of
1.2-1.6 times WACC has been
increased to 1.4-1.9 times WACC for
the November 2019 LTI grant and any
future awards.  It is expected that this
change will result in typically lower
vesting outcomes for Executives.

50% weighting

Relative TSR is measured against that of the top 50 industrial
companies within the S&P/ASX 100 Index.  Industrial companies
are defined by Standard & Poor’s as being all companies
excluding those in the Energy sector (GICS Tier 1) and the
Metals & Mining industry (GICS Tier 3).  Companies which are no
longer part of the index at the end of the performance period
(e.g. due to acquisition or delisting), may be removed from the
peer group.

Testing The cash ROE portion of the LTI is
tested from 1 July of the grant year to
30 June three years later for rights
granted prior to November 2018.  For
rights granted from November 2018
onwards, LTI is tested from 1 July of
the grant year to 30 June four years
later.  The cash ROE/WACC ratio is
calculated for each half year.  The
average of the six or eight half years in
the performance period is used to
determine the final vesting outcome.

The relative TSR portion of the LTI is tested after a four-year
performance period, with no opportunity for retesting.  TSR
performance for allocations made prior to November 2018 is
measured between 30 September of the base year, and 30
September of the test year.  TSR performance for rights grants
made from November 2018 onwards is measured between 30
June of the base year, and 30 June of the test year.  The opening
and closing share prices used for the TSR calculation are both
based on the three-month VWAP to 30 June.

Vesting (for LTI grants
from November 2019
onwards)

0% vesting <1.4 times WACC

20% vesting at 1.4 times WACC

100% vesting at 1.9 times WACC

with straight-line vesting in between.

0% vesting if <50th percentile of peer group

50% vesting if aligned to 50th percentile of peer group

100% vesting if aligned to 75th percentile of peer group

with straight-line vesting in between.
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C. LINKING IAG'S PERFORMANCE AND REWARD
I. Linking IAG's short-term performance and short-term reward
IAG’s strategy focuses Executives to achieve a successful, sustainable company that can deliver on IAG’s purpose to 'make your
world a safer place'.  IAG has three broad strategic priorities: ‘customer’, ‘simplification’ and ‘agility’.  The focus of each strategic
priority is summarised on page 12 of the annual report.

The tables below summarise IAG’s Group Balanced Scorecard objectives and outcomes for the year ended 30 June 2019.  The
objectives were agreed with the Board at the beginning of the financial year and were designed to focus Executives on delivering
superior performance outcomes against the strategic priorities.  Each Executive’s performance is assessed based on their
contribution to the objectives outlined below, as well as their individual performance.

IAG recognises that APRA has recently recommended changes to the mix of financial and non-financial measures in corporate
balanced scorecards, including what should be defined as financial measures.  IAG is currently reviewing these recommendations
and will be exploring changes in our approach to Group and Divisional balanced scorecards over the coming 12 months to respond
to the expectations of different stakeholders and to align our measures to changes in our strategy.

TABLE 5a – GROUP BALANCED SCORECARD OBJECTIVES

CATEGORY OBJECTIVE RATIONALE
Financial measures 

(60% of scorecard)

Profitability IAG uses underlying profit as the key profitability measure, as it presents
a holistic view of the absolute earnings power of IAG’s core insurance
related business.  It provides a view of the underlying profitability of the
underwriting, fee-based and associate businesses and is an important
measure of how IAG generates value for shareholders.

Controllable operating
expense

IAG’s continued focus on optimisation of its operating model and related
cost-out initiatives improves the efficiency with which IAG deploys its
resources.

Growth IAG continues to expand its product and service offerings to its markets,
measured through gross written premium growth, creating value for its
shareholders, customers and partners.

Non-financial measures

(40% of scorecard)

Customer advocacy IAG’s strategy is designed to 'put the customer at the centre of everything
we do'.  IAG considers this essential to driving the ability to grow profitably
over the longer term.  IAG is focused on designing compelling product and
service offerings by developing a deeper understanding of customers’
needs and the changing environment, allowing delivery of world-leading
customer experiences, including through digital channels.  IAG uses
Customer Net Promoter Scores to measure the impact of these initiatives
for its customers.

Employee advocacy IAG seeks to motivate and engage its employees around its purpose to
'make your world a safer place'.  Creating a strong organisational culture
helps IAG deliver strong business results.  IAG uses the Employee Net
Promoter Score to measure its effectiveness in fostering a strong
organisational culture.

Agility A constructive and agile culture enables IAG to provide great experiences
for its people and customers.  IAG tracks three agility indicators to
measure progress towards creating an agile organisation, being
leadership effectiveness, connectedness and decision making
effectiveness.

Risk maturity Management of risk is integral to delivering IAG’s strategy to meet short
term objectives and achieve long-term sustainability.  IAG conducts a
formal assessment of risk management maturity and risk culture which is
reviewed and approved by the Board and Risk Committee on a quarterly
basis.  Due to the importance of risk management to IAG, it is included as
an explicit measure on the scorecard.
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TABLE 5b – GROUP BALANCED SCORECARD RESULTS FOR THE YEAR ENDED 30 JUNE 2019

OBJECTIVE AND
WEIGHTING MEASURE AND OUTCOME COMMENT
Profitability

30%

Partially exceeded

The Group’s underlying result was
slightly ahead of target.

The underlying performance of the core general insurance business
improved over the prior year reflecting earned rate increases countering
claims inflation, net benefits realised from the optimisation program and
some offset from increased regulatory and compliance costs.

Controllable
operating expenses

15%

Did not meet

The Group achieved a reduction in
controllable operating expenses in
the 2019 financial year, however
did not meet the targeted
outcome.

The reduction in controllable operating expenses in the 2019 financial
year was slightly below the projected benefits under IAG’s optimisation
program.  The benefits achieved were spread across the underwriting
expense, claims expense and fee-based business.   

Growth

15%

Partially met

IAG achieved gross written
premium growth from continuing
operations of 3.1% (or close to 4%
on a like-for-like basis).

IAG’s reported gross written premium growth was largely rate driven,
with relatively flat short-tail personal line volumes and lower overall
commercial volumes.  IAG’s like-for-like growth was higher after
adjusting for foreign exchange translation effects, reduced Compulsory
Third Party (CTP) pricing following NSW scheme reform and the absence
of premiums from recently divested or exited activities.

Customer advocacy

15%

Met

IAG sets a Customer Net Promoter
Score (NPS) target relative to its
peers.  IAG’s NPS for the 2019
financial year was +8 NPS points
above the competitive market
average.

IAG continued to deliver customer advocacy above the level of
competitors during the 2019 financial year, with a one-point
improvement from IAG’s performance in the 2018 financial year.  This
strong performance was driven from our brands’ strong NPS
performance.

IAG continues to invest in its customer advocacy programs to drive
improvements across the customer journey. 

Employee advocacy

7.5%

Partially exceeded

IAG measures employee advocacy
using an Employee Net Promoter
Score (eNPS).  The target was to
increase eNPS by between 16 and
24 points compared to the year
ended 30 June 2018.

IAG’s eNPS result for June 2019
saw a 29 point improvement,
exceeding the target.

IAG’s employees recommend IAG as a place to work because of
supportive leadership, approach to workplace flexibility, employee
benefits, work life balance and a positive work environment.

Agility

7.5%

Met

IAG’s performance improved from
the 2018 financial year for all
three agility indicators of
leadership effectiveness, decision
making and connectedness.

IAG’s agility indicator scores have seen improvement from the 2018
financial year.  These indicators help us understand how our people
experience leadership, decision making and the degree of connection
people feel in the organisation.  This improvement from 2018 indicates
an ongoing leadership focus on culture and growing confidence at
translating insights into action.

Risk maturity

10%

Met

IAG’s risk maturity has been
assessed as ‘established’.

IAG has managed its material risks in accordance with risk appetite.

During the 2019 financial year, IAG took a fresh look at its culture,
governance and accountability through APRA’s industry-wide self-
assessment program.

Our reviews have shown IAG to be ‘established’ in risk maturity, with
development demonstrated over the 2019 financial year. In the current
financial year, IAG instituted further programs of work to continue to
enhance and embed its risk management framework.
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II. STI outcomes for the year ended 30 June 2019
The following table sets out the STI outcomes for Executives for the year ended 30 June 2019.  The Group CEO has his STI
assessed with reference to the overall Group Balanced Scorecard, as described in Table 5a.  The Executive Team's STI outcomes
are determined based on the overall Group Balanced Scorecard objectives and individual goals.

Prior to determining the final incentive outcome, the Board assesses the risk management performance of IAG, including earlier
events that may have come to light during the year, to ensure that incentives provided to Executives are appropriate.  The Board
considered whether any risk issue required the adjustment of an STI outcome for the year ended 30 June 2019, or to deferred STI
awards from prior years.  The average STI for all Executives was 60% of the maximum achievable, with payments ranging from 47%
to 72% of the maximum achievable.

TABLE 6 – ACTUAL STI OUTCOMES FOR THE YEAR ENDED 30 JUNE 2019

MAXIMUM STI
OPPORTUNITY ACTUAL STI OUTCOME

CASH STI
OUTCOME

(50% OF

OUTCOME)

DEFERRED STI
OUTCOME

(50% OF OUTCOME)

(% of fixed pay) (% of maximum)(1) (% of fixed pay) (% of fixed pay) (% of fixed pay)

Peter Harmer 150 % 51 % 76 % 38 % 38 %

Julie Batch 120 % 62 % 74 % 37 % 37 %

Tim Clark 80 % 60 % 48 % 24 % 24 %

Nicholas Hawkins 130 % 62 % 80 % 40 % 40 %

Jacki Johnson 120 % 47 % 56 % 28 % 28 %

Mark Milliner 130 % 62 % 80 % 40 % 40 %

Craig Olsen 120 % 72 % 86 % 43 % 43 %

David Watts 80 % 63 % 50 % 25 % 25 %

(1) The proportion of STI foregone is derived by subtracting the actual percentage of maximum received from 100% and was 40% on average for the year ended 30 June
2019 (compared to 29% in 2018).

III. Linking IAG's long-term performance and long-term reward 
Details of LTI vested during the year are set out below:

Cash ROE – 100% vesting

Cash ROE is calculated after each half year by dividing the cash
earnings of IAG by the average total shareholders' equity for that
period.  This cash ROE figure is then expressed as a multiple of
IAG’s WACC over the same timeframe.  The cash ROE vesting
outcome is based on the average cash ROE to WACC multiple
over each half year during the performance period.  For LTI
awards granted prior to November 2018, there were six half-
year periods.  For LTI awards granted from November 2018
onwards, there are eight half-year periods.

Cash earnings is defined as net profit after tax attributable to
owners of the Company plus amortisation and impairment of
acquired identifiable intangible assets and adjusted for unusual
items after tax (non-recurring in nature).  The Board considers
the difference between the statutory profit and cash earnings.
Any adjustments to statutory profit are assessed to determine
whether they should be considered in determining the cash ROE
outcome.  The Board can reduce the cash ROE vesting
outcomes in order to ensure that reward outcomes
appropriately reflect performance.

For the performance period from 1 July 2015 to 30 June 2018,
the average reported cash ROE was 1.83 times WACC.  In
considering the differences between statutory profit and cash
ROE over this period, the Board reduced the reported cash ROE
outcome by the value of both the software impairments
announced to the market on 19 August 2016 and a write-down
of Asian asset carrying values reported in the first half of the
2018 financial year.  After making these adjustments, the cash
ROE outcome for LTI vesting purposes was 1.71 times WACC.
The award vested in full as this was above the maximum of the
vesting range.  The strong cash ROE performance has similarly
been reflected in the dividend provided to shareholders.
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Relative TSR – 72% vesting

On 30 September 2018, the relative TSR portion of the 2014/2015 LTI award was tested.  IAG’s TSR was ranked at the 61st
percentile of its peer group, resulting in a 72% vesting outcome.  There are no retests for this award.

The following graph illustrates IAG’s relative TSR, on an annualised basis, against the top 50 industrial companies in the S&P/ASX
100 Index for the 2014/2015 LTI award:

The following table shows the returns IAG delivered to shareholders for the last five financial years for a range of measures.

TABLE 7 – HISTORICAL ANALYSIS OF SHAREHOLDER RETURN

YEAR ENDED
30 JUNE 2015

YEAR ENDED
30 JUNE 2016

YEAR ENDED
30 JUNE 2017

YEAR ENDED
30 JUNE 2018

YEAR ENDED
30 JUNE 2019

Closing share price ($) 5.58 5.45 6.78 8.53 8.26

Dividends per ordinary share (cents) 29.00 36.00(1) 33.00 34.00 37.50(3)

Basic earnings per share (cents) 31.22 25.79 39.03 39.06 46.26

Reported cash ROE (%) 15.3 13.0 15.2 15.6 14.4

Three-year average reported cash ROE to WACC 2.47 2.00(2) 1.76(2) 1.83(2),(4) 1.91(4)

(1) This includes the 10.00 cents (per ordinary share) 2016 special dividend. 

(2) Outcomes reflect IAG’s average cash ROE to WACC prior to the Board considering the impact of the software impairments announced to the market on 19 August 2016.
The impact of the software impairments was to reduce average cash ROE to WACC by 0.09 times in the three years to 30 June 2016, 0.08 times in the three years to 30
June 2017 and 0.09 times in the three years to 30 June 2018.

(3) This includes the 5.50 cents (per ordinary share) 2019 special dividend paid as part of the capital management initiative announced in August 2018.

(4) Outcomes reflect IAG’s average cash ROE to WACC prior to the Board considering the impact of the write-down of Asian asset carrying values in the 2018 financial year,
and the net gain on sale of Thailand in the 2019 financial year.  The impact of the write-down of Asian asset carrying values was to reduce average cash ROE to WACC by
0.03 times in the three years to 30 June 2018, and by the same amount in the three years to 30 June 2019.  The impact of the net gain on sale of Thailand was to
increase average cash ROE to WACC by 0.13 times in the three years to 30 June 2019.
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IV. Actual remuneration received by Executives 
Table 8 below provides details of the remuneration received by Executives during the financial year.  The table displays fixed pay
and other benefits paid during the financial year, the value of cash STI awards earned in the financial year, and the value of prior
years’ deferred STI and LTI awards that vested during the financial year.  The proportion of STI paid as cash was reduced from 67%
to 50% for awards made for the 2019 financial year.  For remuneration details provided in accordance with the Accounting
Standards, refer to Appendix 1.

TABLE 8 – ACTUAL REMUNERATION RECEIVED IN 2019 AND 2018

FINANCIAL
YEAR FIXED PAY

OTHER BENEFITS
AND LEAVE
ACCRUALS

TERMINATION
BENEFITS CASH STI

DEFERRED
STI VESTED LTI VESTED

TOTAL ACTUAL
REMUNERATION

RECEIVED

$000 $000 $000 $000 $000 $000 $000

(1) (2) (3) (4) (5) (6)

EXECUTIVES

Peter Harmer 2019 1,858 136 - 709 655 2,049 5,407

2018 1,700 88 - 1,258 398 1,058 4,502

Julie Batch 2019 728 3 - 269 200 462 1,662

2018 700 (7) - 403 141 169 1,406

Nicholas Hawkins 2019 1,200 33 - 480 399 1,480 3,592

2018 1,200 37 - 768 344 1,058 3,407

Jacki Johnson 2019 1,091 41 - 303 360 1,574 3,369

2018 1,091 12 - 663 289 1,054 3,109

Mark Milliner 2019 1,079 117 - 432 1,306 - 2,934

2018 1,000 76 - 576 - - 1,652

Craig Olsen(7) 2019 785 62 - 339 202 448 1,836

2018 728 58 - 496 119 122 1,523

David Watts(8) 2019 704 32 - 176 - - 912

EXECUTIVE WHO CEASED AS KMP

Tim Clark(8) 2019 118 (3) - 28 - - 143

2018 206 12 - 76 - - 294

(1) Fixed pay includes amounts paid in cash, superannuation contributions plus the portion of IAG’s superannuation contribution that is paid as cash instead of being paid
into superannuation.  Fixed pay also includes salary sacrifice items such as cars and parking as determined in accordance with AASB 119 Employee Benefits.  The
August 2018 review resulted in Peter Harmer, Mark Milliner, Craig Olsen and Julie Batch receiving fixed pay increases during the 2019 financial year.

(2) Further details are provided in Table 12 in Appendix 1.

(3) Payment in lieu of notice, which incorporates statutory notice and severance entitlements.

(4) Cash STI earned within the year ended 30 June 2019 and to be paid in September 2019.  The proportion of STI paid as cash was reduced from 67% to 50% for awards
made for the 2019 financial year.

(5) The deferred STI vesting on 1 September 2018 was valued using the five-day VWAP of $7.65 (1 September 2017: $6.34). 

(6) The LTI vested was valued using the five-day VWAP at vesting date which was $7.98 for awards vested on 16 August 2018 and $7.32 for awards vested on 30
September 2018 (24 August 2017: $6.43 and 30 September 2017: $6.39).

(7) Remuneration for Craig Olsen was determined in New Zealand dollars and reported in Australian dollars using the average exchange rate for the year ended 30 June
2019 which was 1 NZD = 0.938 AUD.

(8) Remuneration for Tim Clark and David Watts is presented for the period for which they served as a KMP.
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V. Group CEO remuneration
Below are further details on drivers of the actual remuneration received by the Group CEO that are outlined in Table 8.  His
remuneration has been broken down into the components of the remuneration mix, with commentary on how performance has
translated into remuneration outcomes.

D. EXECUTIVE REMUNERATION GOVERNANCE
I. IAG's approach to remuneration governance 
IAG governs its remuneration through the Board and PARC.  These governance arrangements are illustrated in the following
graphic.
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II. Use of remuneration consultants
During the year EY was engaged to provide Non-Executive Director and Executive remuneration benchmarking.  The remuneration
data provided was used as an input to the remuneration decisions by the Board only.  The Board considered the data provided,
together with other factors, in setting Executive’s remuneration.  No remuneration recommendations, as defined by the
Corporations Act 2001, were provided by remuneration consultants.

III. Adjustment framework
Variable pay reinforces behaviours aligned to IAG’s purpose, encouraging both prudent risk-taking and risk mitigation that protects
the long-term financial soundness and reputation of the Group.  The Board retains overriding discretion to adjust variable pay
(upwards, downwards and to zero) including:
 where a person or group of persons has been found to have engaged in misconduct or exposed IAG to risk beyond its risk

appetite or controls;

 where it is necessary to protect the Group’s long-term financial soundness;

 to take into account the outcomes of business activities; 

 where it is required by law or APRA Prudential Standards; or 

 any other circumstances the Board determines are relevant.

Each year, PARC makes a recommendation to the Board on whether to adjust variable pay for Executives based on risk
management performance.  Adjustments may be applied to variable pay awards for current and/or prior years using one or both of
the following mechanisms:
 in-year STI adjustment; and

 adjustment of awarded but unvested variable pay.

PARC’s recommendations are informed by the identification and assessment of material financial and non-financial risks across the
Group by the Risk Committee.  The Risk Committee uses a range of inputs to support its assessment of risk management
performance, including:
 an independent report by the Chief Risk Officer;

 an independent report by the Executive General Manager, Group Internal Audit; and

 the Group CEO’s insights and recommendations.

Following a review of risk management performance during the 2019 financial year, and consideration of issues that emerged from
prior years, the Board approved adjustments to the variable pay of certain current and former Executives.

IV. Mandatory shareholding requirement for Executives
The Group CEO is required to accumulate and hold ordinary shares of the Company with a value of two times his base salary, and
the Executive Team one times their respective base salaries.  Executives have four years from their date of appointment as an
Executive to meet their requirement.  Holdings are assessed annually at the end of each financial year, using the closing share
price at 30 June and the Executive's base salary from four years prior. The shareholding includes Executives' directly held shares
and rights vested and unexercised as at 30 June, for entities controlled, jointly controlled or significantly influenced by the
Executive.  Shares held by the Executives' domestic partner and dependants are not included in the mandatory shareholding
requirement calculation.

All Executives appointed prior to 30 June 2015 met the mandatory shareholding requirement at 30 June 2019.

E. NON-EXECUTIVE DIRECTOR REMUNERATION
I. Remuneration policy
The principles that underpin IAG’s approach to remuneration for Non-Executive Directors are that remuneration should:
 be sufficiently competitive to attract and retain a high calibre of Non-Executive Director; and

 create alignment between the interests of Non-Executive Directors and shareholders through the mandatory shareholding
requirement.

II. Mandatory shareholding requirement for Non-Executive Directors
Non-Executive Directors are required to hold ordinary shares of the Company with a value equal to their annual Board fee.  The
mandatory shareholding requirement for Non-Executive Directors is based on either the value of shares at acquisition or the
market value at the testing date, whichever is higher.  This allows Non-Executive Directors to build a long-term shareholding in IAG
without being impacted by short-term share price volatility.  The Non-Executive Directors have three years from the date of their
appointment to the Board to meet their required holding.  Compliance with this requirement is assessed at the end of each
financial year.  

For the test conducted at 30 June 2019, compliance with the mandatory shareholding requirement was assessed using the closing
share price as at that date and the Non-Executive Directors’ Board fee from three years prior.  All Non-Executive Directors
appointed prior to 30 June 2016 met the mandatory shareholding requirement at 30 June 2019.

32   IAG ANNUAL REPORT 2019



III. Board performance
The Board conducts a review of its performance, composition, size and succession annually and it conducts an independent review
of these matters at least every two years with the assistance of external experts (Formal Review). A Formal Review of the Board and
each Non-Executive Director (including the Chairman), with assistance and input from an independent board performance expert,
was last conducted in April 2018.  The Formal Review led by the Chairman involves the completion of questionnaires by Non-
Executive Directors and Executives; interviews with the independent expert; the collation of results; and discussion with individual
Non-Executive Directors and the Board as well as the Group CEO and Executive Team.  PARC is responsible for coordinating the
Board’s review of the Chairman’s performance in those years where a Formal Review is not conducted.

Measures of a Non-Executive Director’s performance include:
 contribution to Board teamwork;

 contribution to debates on significant issues and proposals;

 advice and assistance given to management;

 input regarding regulatory, industry and social developments surrounding the business; and

 in the case of the Chairman’s performance, the fulfilment of the additional role as Chairman.

IV. Remuneration structure
Non-Executive Director remuneration comprises:
 Board fees (paid as cash, superannuation and Non-Executive Director Award Rights (NARs)); 

 committee fees; and 

 subsidiary board fees.

a. CHANGES TO NON-EXECUTIVE DIRECTOR REMUNERATION DURING THE YEAR ENDED 30 JUNE 2019
In the year ended 30 June 2019, there were no changes to the fees for service as Chairman or a Director on the Insurance
Australia Group Limited Board.  All Committee fees also remain unchanged.  Similarly, in August 2019 the Board reviewed fees for
the 2020 financial year and determined that no increase to fees would be made.  The aggregate limit of Board fees approved by
shareholders at the Annual General Meeting in October 2013 remains unchanged at $3,500,000 per annum.

The figures shown below are inclusive of superannuation.  Directors can elect the portion of fees contributed into their nominated
superannuation fund, provided minimum legislated contribution levels are met.

TABLE 9 – BOARD AND COMMITTEE FEES

ROLE

BOARD/COMMITTEE YEAR CHAIRMAN MEMBER

Board 2019 $577,116 $192,372

2018 $577,116 $192,372

Audit Committee 2019 $50,000 $25,000

2018 $50,000 $25,000

Risk Committee 2019 $50,000 $25,000

2018 $50,000 $25,000

People and Remuneration Committee 2019 $50,000 $25,000

2018 $50,000 $25,000

Nomination Committee 2019 N/A N/A

2018 N/A N/A

b. SUBSIDIARY BOARD FEES
A summary of Non-Executive Directors’ service on subsidiary boards and the fees paid is set out below:

TABLE 10 – FEES FOR NON-EXECUTIVE DIRECTORS' SERVICE ON SUBSIDIARY BOARDS

DIRECTOR SUBSIDIARY CAPACITY ANNUAL FEE

Elizabeth Bryan Insurance Manufacturers of Australia Pty Limited Chairman    $184,800

Hugh Fletcher* IAG New Zealand Limited Chairman     $140,700

* This amount was paid to Hugh Fletcher in New Zealand dollars and reported in Australian dollars using the average exchange rate for the year ended 30 June 2019
which was 1 NZD = 0.938 AUD.
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TABLE 11 – NON-EXECUTIVE DIRECTOR AWARD RIGHTS PLAN (NARS PLAN)
Overview PARC has determined that the annual remuneration paid by IAG to Non-Executive Directors for their

services may be delivered partially in cash and partially in rights over IAG shares.  Participation in the
NARs Plan is voluntary.  Structuring Non-Executive Director remuneration in this way supports Non-
Executive Directors in building their shareholdings in IAG, which enhances the alignment of interests
between Non-Executive Directors and shareholders.

Performance measures There are no performance conditions attached to the NARs Plan, which reflects good governance
practices by ensuring that the structure of Non-Executive Director remuneration does not act to bias
decision-making or compromise objectivity.

A service condition is attached to the vesting of the NARs.  The full annual allocation of unvested
NARs is issued at the grant date, with tranches vesting each month to align the vesting of NARs with
the payment of Non-Executive Director fees.  As the grant date for NARs is part way through a
financial year, a proportion of the NARs granted is immediately vested.  

Instrument Grants under the NARs Plan are in the form of rights over IAG shares.  Each NAR entitles the Non-
Executive Director to acquire one ordinary share in IAG subject to satisfaction of a service condition.

Key terms of the NARs
Plan

Each Non-Executive Director and IAG may agree to have a proportion of their base Board fee
provided as NARs.  The number of NARs offered is determined by dividing this value by the five-day
VWAP up to and including the grant date, rounded to the nearest NAR.

Non-Executive Directors have no voting rights until the NARs are exercised and the Non-Executive
Director holds shares in IAG.

Non-Executive Directors do not have to pay any amount to exercise NARs.

NARs expire on the date that is 15 years from the grant date, or any other date determined by the
Board (Expiry Date).  NARs that are not exercised before the Expiry Date will lapse.

Non-Executive Directors may not enter into transactions or arrangements which operate to limit the
economic risk of unvested entitlements to IAG securities.

Forfeiture conditions In the event a Non-Executive Director ceases service with the Board, any vested NARs may be
exercised for shares in IAG in the subsequent trading window.  Any unvested NARs will lapse. Under
certain circumstances (e.g. change of control), the Board also has sole and absolute discretion to
deal with the NARs, including waiving any applicable vesting conditions and/or exercise conditions by
giving notice or allowing a Non-Executive Director affected by the relevant event to transfer their
NARs.
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APPENDIX 1. STATUTORY REMUNERATION DISCLOSURE REQUIREMENTS
I. Total remuneration for Executives
Statutory remuneration details for Executives as required by Australian Accounting Standards are set out below:

TABLE 12 – STATUTORY REMUNERATION DETAILS (EXECUTIVES)

SHORT-TERM EMPLOYMENT
BENEFITS

POST
EMPLOY-

MENT
BENEFITS

OTHER
LONG-
TERM

EMPLOY-
MENT

BENEFITS

TERM-
INATION

BENEFITS SUB-TOTAL SHARE-BASED PAYMENT TOTAL

AT-RISK
REMUN-
ERATION

Base
salary Cash STI

Leave
accruals

and other
benefits

Superan-
nuation

Long
service

leave
accruals

Value of
deferred

STI

Value of
rights

granted

As a % of
total

reward

$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 %

   (1) (2) (3) (4) (5) (6) (7) (8)

EXECUTIVES

Peter Harmer

2019 1,833 709 109 25 27 - 2,703 512 1,562 4,777 58

2018 1,675 1,258 63 25 25 - 3,046 424 1,419 4,889 63

Julie Batch

2019 703 269 (8) 25 11 - 1,000 160 493 1,653 56

2018 671 403 (17) 29 10 - 1,096 135 410 1,641 58

Nicholas Hawkins

2019 1,175 480 97 25 (64) - 1,713 303 896 2,912 58

2018 1,171 768 19 29 18 - 2,005 285 922 3,212 61

Jacki Johnson(9)

2019 1,066 303 25 25 16 - 1,435 483 2,053 3,971 71

2018 1,066 663 (4) 25 16 - 1,766 249 901 2,916 62

Mark Milliner

2019 1,054 432 101 25 16 - 1,628 329 910 2,867 58

2018 980 576 61 20 15 - 1,652 443 693 2,788 61

Craig Olsen(10)

2019 785 339 62 - - - 1,186 177 519 1,882 55

2018 728 496 58 - - - 1,282 131 418 1,831 57

David Watts(11)

2019 679 176 24 25 8 - 912 102 27 1,041 29
EXECUTIVE WHO CEASED AS KMP

Tim Clark(11)

2019 113 28 (3) 5 - - 143 16 24 183 37

2018 197 76 11 9 1 - 294 28 44 366 40

(1) Base salary includes amounts paid in cash plus the portion of IAG’s superannuation contribution that is paid as cash instead of being paid into superannuation, and salary
sacrifice items such as cars and parking, as determined in accordance with AASB 119 Employee Benefits.  The August 2018 review resulted in Peter Harmer, Mark
Milliner, Craig Olsen and Julie Batch receiving fixed pay increases during the 2019 financial year.

(2) Cash STI represents the amount to be settled in cash in relation to the financial year from 1 July 2018 to 30 June 2019.  The proportion of STI paid as cash was reduced
from 67% to 50% for awards made for the 2019 financial year.

(3) This column includes annual and mid-service leave accruals, 30% tax rebate on car allowances for certain KMP who have salary sacrifice arrangements on cars, the ex-
gratia payment for DARs effected by the change in record date, and other short-term employment benefits as agreed and provided under specific conditions.  Other
benefits provided are limited to Craig Olsen for salary continuance insurance.

(4) Superannuation represents the employer’s contributions.

(5) Long service leave accruals as determined in accordance with AASB 119.

(6) Payment in lieu of notice which incorporates statutory notice and severance entitlements.

(7) The deferred STI is granted as DARs and is valued using the Black-Scholes valuation model.  An allocated portion of unvested DARs is included in the total remuneration
disclosure above.  The deferred STI for the year ended 30 June 2019 will be granted in the next financial year, so no value was included in the current financial year’s total
remuneration.

(8) This value represents the allocated portion of unvested rights.  To determine the value of rights, a Monte Carlo simulation (for the relative TSR performance hurdle) and
Black-Scholes valuation (for the cash ROE performance hurdle) have been applied.  The valuation takes into account the exercise price of the rights, life of the rights, price
of ordinary shares of the Company as at the grant date, expected volatility of the Company's share price, expected dividends, risk free interest rate, performance of shares
in the peer group of companies, early exercise and non-transferability and turnover which is assumed to be zero for an individual's remuneration calculation.

(9) The full value of Jacki Johnson’s unvested LTI share rights and deferred STI was expensed due to her retirement on 30 June 2019.  Those share rights and any deferred STI
will continue to vest per the standard Board approved schedule i.e. there is no accelerated vesting resulting from her retirement.

(10) Remuneration for Craig Olsen was determined in New Zealand dollars and reported in Australian dollars using the average exchange rate for the year ended 30 June 2019
which was 1 NZD = 0.938 AUD.

(11) Tim Clark was in the role of Acting Chief Risk Officer from 27 February 2018 to 10 September 2018.  Remuneration has been disclosed for the period he acted in a KMP
role.  David Watts commenced as Chief Risk Officer from 11 September 2018.  Remuneration has been disclosed for the period he served as KMP.
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II. Total remuneration details for Non-Executive Directors
Details of total remuneration for Non-Executive Directors are set out below:

TABLE 13 – STATUTORY REMUNERATION DETAILS (NON-EXECUTIVE DIRECTORS)

SHORT-TERM
EMPLOYMENT BENEFITS POST-EMPLOYMENT BENEFITS

OTHER LONG-
TERM

EMPLOYMENT

BENEFITS

TERMINATION

BENEFITS

SHARE-
BASED

PAYMENT TOTAL

IAG Board
fees

received
as cash

Other
board and
committee

fees Superannuation
Retirement

benefits

$000 $000 $000 $000 $000 $000 $000 $000
NON-EXECUTIVE DIRECTORS

Elizabeth Bryan

2019 485 169 21 - - - 113 788

2018 481 197 20 - - - 90 788

Duncan Boyle

2019 176 91 25 - - - - 292

2018 176 63 23 - - - - 262

Hugh Fletcher

2019 176 186 21 - - - - 383

2018 176 184 21 - - - - 381

Sheila McGregor(1)

2019 44 23 19 - - - 124 210

2018 53 7 6 - - - - 66

Jon Nicholson

2019 176 68 23 - - - - 267

2018 176 55 22 - - - - 253

Helen Nugent

2019 176 46 21 - - - - 243

2018 176 59 22 - - - - 257

Tom Pockett

2019 178 68 21 - - - - 267

2018 179 68 20 - - - - 267

George Savvides(2)

2019 10 1 1 - - - - 12

Michelle Tredenick(1)

2019 135 23 19 - - - 53 230

2018 53 7 6 - - - - 66
NON-EXECUTIVE DIRECTOR WHO CEASED AS KMP

Philip Twyman(3)

2019 57 15 7 - - - - 79

2018 178 60 20 - - - - 258

(1) Non-Executive Directors appointed part way through the year ended 30 June 2018.
(2) Non-Executive Director appointed part way through the year ended 30 June 2019.

(3) Non-Executive Director ceased as KMP part way through the year ended 30 June 2019.
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APPENDIX 2. EXECUTIVE EMPLOYMENT AGREEMENTS
Details are provided below of contractual elements for the Group CEO and Executive Team.  All employment agreements for
Executives are for unlimited terms but may be terminated by written notice from either party or by IAG making a payment in lieu of
notice.  The employment agreements outline the components of remuneration paid to each Executive and require annual review of
Executives’ remuneration, although the agreements do not require IAG to increase base salary, pay STI or offer an LTI in any given
year.

All Executive contracts have a 12-month notice period from the relevant company for termination and the Executives must provide
six months' notice.  Executives are employed by Insurance Australia Group Services Pty Limited, except for Craig Olsen who is
employed by IAG New Zealand Limited.

I. Retrenchment
In the event of retrenchment, Executives (except for Craig Olsen) are entitled to the greater of:
 the 12-month notice period, or payment in lieu of notice, as provided in their employment agreement; and

 the retrenchment benefits due under the company retrenchment policy.

For Executives based in Australia, the maximum benefit under the retrenchment policy is 87 weeks of base salary, payable to
employees with service of 25 years or more.

For Craig Olsen, the retrenchment payment is 12 months of fixed pay.

II. Termination of employment without notice and without payment in lieu of notice
The employment of an Executive may be terminated without notice and without payment in lieu of notice in some circumstances. 

Generally, this would occur where the Executive:
 is charged with a criminal offence that could bring the organisation into disrepute;

 is declared bankrupt;

 breaches a provision of their employment agreement;

 is guilty of serious and wilful misconduct; or

 unreasonably fails to comply with any material and lawful direction given by the relevant company.

III. Termination of employment with notice or payment in lieu of notice
The employment of an Executive may be terminated at any time with 12 months' notice or payment in lieu of notice. Payment in lieu
of notice will be calculated based on fixed pay. If an Executive terminates voluntarily, they are required to provide six months'
notice.

Subject to the relevant legislation in the various jurisdictions, termination provisions may include the payment of annual leave
and/or long service leave for the Executives.

IV. Executives who ceased employment in the financial year
Jacki Johnson did not receive any termination benefits upon ceasing as a KMP.

Tim Clark did not receive any termination benefits upon ceasing as a KMP, and he has continued employment with IAG.
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APPENDIX 3. MOVEMENT IN EQUITY PLANS WITHIN THE FINANCIAL YEAR
Changes in each Executive’s holding of DARs and EPRs and each Non-Executive Director’s holdings of NARs during the financial
year are set out below.  The DARs granted during the year ended 30 June 2019 reflect the deferred portion of the STI outcome for
the year ended 30 June 2018.  The EPRs granted during the year ended 30 June 2019 were in relation to the LTI plan.  The NARs
granted during the year ended 30 June 2019 represent the total number of rights a Non-Executive Director has agreed to receive
as part of the payment of their base Board fees.

TABLE 14 – MOVEMENT IN POTENTIAL VALUE OF DARS, EPRS AND NARS FOR THE YEAR ENDED 30 JUNE 2019

RIGHTS ON
ISSUE AT

1 JULY

RIGHTS GRANTED RIGHTS EXERCISED RIGHTS LAPSED OTHER
CHANGES

RIGHTS ON
ISSUE AT
30 JUNE

RIGHTS
VESTED

DURING THE
YEAR

RIGHTS
VESTED

AND
EXERCIS-
ABLE AT
30 JUNE

Number Number Value
$000

Number Value
$000

Number Value
$000

Number Number Number Number

(1) (2) (3) (4)

EXECUTIVES  

Peter DAR 129,650 75,700 503 (85,600) 630 - - (1,057) 118,693 85,600 -

Harmer EPR 1,340,950 377,000 1,603 (263,328) 1,939 (30,422) 224 (25,129) 1,399,071 263,328 -

Julie DAR 39,750 24,300 161 (26,100) 192 - - (327) 37,623 26,100 -

Batch EPR 396,600 110,500 470 (59,010) 434 (5,040) 37 (7,978) 435,072 59,010 -

Nicholas DAR 77,000 46,200 307 (52,100) 384 - - (597) 70,503 52,100 -

Hawkins EPR 843,250 202,100 859 (191,928) 1,413 (30,422) 224 (14,898) 808,102 191,928 -

Jacki DAR 67,350 39,900 265 (47,100) 347 - - (486) 59,664 47,100 -

Johnson EPR 819,150 164,000 697 (204,006) 1,502 (31,794) 234 (13,998) 733,352 204,006 -

Mark DAR 191,500 34,700 231 (170,750) 1,257 - - (498) 54,952 170,750 -

Milliner EPR 646,700 185,200 787 - - - - (15,518) 816,382 - -

Craig DAR 41,100 29,900 199 (26,350) 194 - - (354) 44,296 26,350 -

Olsen EPR 412,500 117,800 501 (56,996) 420 (4,004) 29 (8,434) 460,866 56,996 -

David DAR - 108,300 803 - - - - - 108,300 - -

Watts(5) EPR - 84,200 423 - - - - - 84,200 - -

EXECUTIVE WHO CEASED AS KMP  

Tim DAR 21,300 - - (14,300) 105 - - - 7,000 14,300 -

Clark(6) EPR 117,100 - - (17,250) 127 - - - 99,850 17,250 -

NON-EXECUTIVE DIRECTORS  

Elizabeth
Bryan

NAR 4,867 16,037 113 (14,226) 105 - - - 6,678 16,037 6,678

Sheila
McGregor

NAR - 16,625 124 (7,870) 58 - - (171) 8,584 16,454 8,584

Michelle
Tredenick

NAR - 7,484 53 (4,368) 32 - - - 3,116 7,484 3,116

(1) Opening number of rights on issue represents the balance as at the date of appointment as KMP or 1 July 2018.

(2) The value of the DARs granted during the year is the fair value at grant date calculated using the Black-Scholes valuation model.  The value of the DARs granted on 5
November 2018 and 29 March 2019 was $6.64 and $7.41 respectively.  This amount is allocated to remuneration over years ending 30 June 2019 to 30 June 2021.
The value of the cash ROE portion of the EPRs granted on 5 November 2018 and 29 March 2019 is the fair value at grant date, calculated using the Black-Scholes
valuation model, which was $5.94 and $6.72 respectively.  The cash ROE portion of the EPR grants is first exercisable after the performance period concludes on 30
June 2022.  The value of the relative TSR portion of the EPRs granted on 5 November 2018 and 29 March 2019 is the fair value at grant date, calculated using the
Monte Carlo simulation, which was $2.57 and $3.32 respectively.   The relative TSR portion of the EPRs is first exercisable on 30 June 2022.  The amount is allocated to
remuneration over the years ending 30 June 2019 to 30 June 2022.  The value of the NARs granted during the year is the fair value at grant date calculated using the
Black-Scholes valuation model.  The value of the annual NARs granted on 10 September 2018, 15 November 2018, and 15 December 2018 was $7.74, $7.03 and
$6.95 respectively.  This amount was allocated to remuneration over the year ended 30 June 2019.

(3) Rights vested and exercised during the financial year.  The value of the rights exercised is based on the VWAP for the year ended 30 June 2019, which was $7.36.

(4) IAG undertook a 0.976 share consolidation which was approved by shareholders on 26 October 2018 and completed on 5 November 2018.

(5) David Watts received 108,300 DARs in March 2019 as compensation for incentives forgone on leaving his previous employer.

(6) The rights on issue at 30 June for former KMP represent the rights held at the date they ceased to be a KMP.
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I. LTI awards outstanding during the year ended 30 June 2019
Details of outstanding LTI awards made to Executives in the year ended 30 June 2019 are shown in the table below.

TABLE 15 – LTI AWARDS OUTSTANDING DURING THE YEAR ENDED 30 JUNE 2019

AWARD GRANT DATE BASE DATE
TEST
DATE

PERFORMANCE
HURDLE

ACHIEVEMENT LAST EXERCISE DATE

2018/2019 Series 6 – TSR(1) 29/03/2019 01/07/2018 30/06/2022 N/A 29/03/2026

2018/2019 Series 6 – ROE(1) 29/03/2019 01/07/2018 30/06/2022 N/A 29/03/2026

2018/2019 Series 6 – TSR(1) 05/11/2018 01/07/2018 30/06/2022 N/A 05/11/2025

2018/2019 Series 6 – ROE(1) 05/11/2018 01/07/2018 30/06/2022 N/A 05/11/2025

2017/2018 Series 6 – TSR(1) 30/04/2018 30/09/2017 30/09/2021 N/A 30/04/2025

2017/2018 Series 6 – ROE(1) 30/04/2018 01/07/2017 30/06/2020 N/A 30/04/2025

2017/2018 Series 6 – TSR(1) 03/11/2017 30/09/2017 30/09/2021 N/A 03/11/2024

2017/2018 Series 6 – ROE(1) 03/11/2017 01/07/2017 30/06/2020 N/A 03/11/2024

2016/2017 Series 6 – TSR(1) 24/03/2017 30/09/2016 30/09/2020 N/A 24/03/2024

2016/2017 Series 6 – ROE(1),(2) 24/03/2017 01/07/2016 30/06/2019 N/A 24/03/2024

2016/2017 Series 6 – TSR(1) 02/11/2016 30/09/2016 30/09/2020 N/A 02/11/2023

2016/2017 Series 6 – ROE(1),(2) 02/11/2016 01/07/2016 30/06/2019 N/A 02/11/2023

2015/2016 Series 6 – TSR(1) 31/03/2016 30/09/2015 30/09/2019 N/A 31/03/2023

2015/2016 Series 6 – ROE(1) 31/03/2016 01/07/2015 30/06/2018 100% 31/03/2023

2015/2016 Series 6 – TSR(1) 02/11/2015 30/09/2015 30/09/2019 N/A 02/11/2022

2015/2016 Series 6 – ROE(1) 02/11/2015 01/07/2015 30/06/2018 100% 02/11/2022

2014/2015 Series 6 – TSR(1) 03/11/2014 30/09/2014 30/09/2018 72% 03/11/2021

(1) Terms and conditions for LTI Plans from 2014/2015 to 2018/2019 relating to relative TSR and cash ROE are the same; therefore, they are all referred to as Series 6.

(2) The cash ROE portion of LTI Plan 2016/2017 has been tested and is expected to vest in full.  Vesting details will be included in the Remuneration Report for the year
ending 30 June 2020.

APPENDIX 4. RELATED PARTY INTERESTS
In accordance with the Corporations Act Regulation 2M.3.03, the Remuneration Report includes disclosure of related parties'
interests.

I. Movements in total number of ordinary shares held
The relevant interests of each KMP and their related parties in ordinary shares of the Company are disclosed in the table below. 

TABLE 16 – MOVEMENT IN TOTAL NUMBER OF ORDINARY SHARES HELD

SHARES HELD
AT 1 JULY

SHARES
RECEIVED ON
EXERCISE OF

DARS

SHARES
RECEIVED ON
EXERCISE OF

EPRS

SHARES
RECEIVED ON
EXERCISE OF

NARS

NET
MOVEMENT OF

SHARES DUE
TO OTHER

CHANGES(1),(2)

TOTAL SHARES
HELD

AT 30 JUNE

SHARES
HELD

NOMINALLY
AT 30 JUNE(3)

Number Number Number Number Number Number Number

2019
NON-EXECUTIVE DIRECTORS AND EXECUTIVES

Elizabeth Bryan 62,855 - - 14,226 (1,623) 75,458 75,458

Duncan Boyle 32,679 - - - (785) 31,894 31,894

Hugh Fletcher 85,256 - - - (233) 85,023 37,129

Sheila McGregor - - - 7,870 (84) 7,786 7,786

Jon Nicholson 34,589 - - - (828) 33,761 23,584

Helen Nugent 20,112 - - - 6,518 26,630 26,630

Tom Pockett 32,627 - - - (570) 32,057 -

George Savvides(4) - - - - - - -

Michelle Tredenick - - - 4,368 - 4,368 -

Peter Harmer 933,574 85,600 263,328 - (150,780) 1,131,722 -

Julie Batch 76,953 26,100 59,010 - (68,889) 93,174 -

Nicholas Hawkins 170,000 52,100 191,928 - (239,028) 175,000 -

Jacki Johnson 805,817 47,100 204,006 - (25,363) 1,031,560 873,134

Mark Milliner - 170,750 - - (62,678) 108,072 -

Craig Olsen 187,751 26,350 56,996 - (6,506) 264,591 14,445

David Watts(4) - - - - 28 28 -
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SHARES HELD
AT 1 JULY

SHARES
RECEIVED ON
EXERCISE OF

DARS

SHARES
RECEIVED ON
EXERCISE OF

EPRS 

SHARES
RECEIVED ON
EXERCISE OF

NARS

NET
MOVEMENT OF

SHARES DUE
TO OTHER

CHANGES(1),(2)

TOTAL SHARES
HELD

AT 30 JUNE

SHARES HELD
NOMINALLY AT

30 JUNE(3)

Number Number Number Number Number Number Number

NON-EXECUTIVE DIRECTOR AND EXECUTIVE WHO CEASED AS KMP(5)

Philip Twyman 15,522 - - - - 15,522 5,742

Tim Clark 521 14,300 17,250 - - 32,071 521

(1) Net movement of shares relates to acquisition and disposal transactions by the KMP and their related parties during the year.

(2) IAG undertook a 0.976 share consolidation which was approved by shareholders on 26 October 2018 and completed on 5 November 2018.

(3) Shares nominally held are included in the column headed total shares held at 30 June and include those held by the KMP's related parties, inclusive of domestic
partner, dependants and entities controlled, jointly controlled or significantly influenced by the KMP.

(4) Opening number of shares held represents the balance as at the date of appointment.

(5) Information on shares held is disclosed up to the date of cessation.

II. Movements in total number of capital notes held
During the year ended 30 June 2019, Philip Twyman indirectly held 5,109 capital notes (2018: 5,109 capital notes) up to 26
October 2018 when he ceased to be a KMP.  No other KMP had any interest directly or nominally in capital notes during the
financial year (2018: nil).

III. Movements in total number of reset exchangeable securities held
No KMP had any interest directly or nominally in reset exchangeable securities of IAG Finance (New Zealand) Limited at any time
during the financial year (2018: nil).

IV. Relevant interest of each Director and their related parties in listed securities of the Group in accordance with the
Corporations Act 2001

TABLE 17 – HOLDINGS OF SHARES, CAPITAL NOTES AND RESET EXCHANGEABLE SECURITIES AS AT 30 JUNE 2019
ORDINARY SHARES CAPITAL NOTES RESET EXCHANGEABLE SECURITIES

Held directly(1) Held indirectly(2) Held directly Held indirectly Held directly Held indirectly

Elizabeth Bryan - 75,458 - - - -

Duncan Boyle - 31,894 - - - -

Hugh Fletcher 47,894 37,129 - - - -

Sheila McGregor - 7,786 - - - -

Jon Nicholson 10,177 23,584 - - - -

Helen Nugent - 26,630 - - - -

Tom Pockett 32,057 - - - - -

George Savvides - - - - - -

Michelle Tredenick 4,368 - - - - -

Peter Harmer 1,131,722 - - - - -

(1) This represents the relevant interest of each Director in ordinary shares issued by the Company, as notified by the Directors to the ASX in accordance with section 205G of
the Corporations Act 2001 until the date the financial report was signed.  Trading in ordinary shares of the Company is covered by the restrictions which limit the ability of
an IAG Director to trade in the securities of the Group where they are in a position to be aware, or are aware, of price sensitive information.

(2) These ordinary shares of the Company are held by the Director’s related parties, inclusive of entities controlled, jointly controlled or significantly influenced by the
Directors, as notified by the Directors to the ASX in accordance with section 205G of the Corporations Act 2001.

APPENDIX 5. KEY TERMS AND DEFINITIONS
The key terms and definitions used throughout this report are explained below.

TERM DEFINITION

Actual remuneration The dollar value of remuneration actually received by the Executives in the financial year.  This is
the sum of fixed pay, other benefits and the value of the cash STI earned in the financial year
plus the value of deferred STI vested during the financial year plus the value of LTI Plan rights
vested during the year.

At-risk remuneration Remuneration that is dependent on a combination of the financial performance of IAG, the
Executives' performance against individual measures (financial and non-financial) and continuing
employment.  At-risk remuneration typically includes STI (cash and deferred remuneration) and
LTI.

Base salary The cash component of fixed pay.
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TERM DEFINITION

Cash return on equity (ROE) Calculated as cash earnings divided by average total shareholders’ equity during the financial
year.  Cash earnings is defined as net profit after tax attributable to owners of the Company plus
amortisation and impairment of acquired identifiable intangible assets and adjusted for unusual
items after tax (non-recurring in nature).  Cash ROE is used to calculate one half of the outcome
in the LTI plan.

Cash STI The portion of an Executive’s STI outcome that is paid in the form of cash, following the end-of-
year assessment and approval by the Board.

Deferred STI / Deferred Award
Rights (DARs)

For Executives in the 2019 financial year, half of the Total STI is deferred for a period of two years
based on continued service.  The deferred component is typically paid in the form of Deferred
Award Rights (DARs).  The deferred portion is subject to downward adjustment (also referred to as
malus) if determined appropriate by the Board.

Executive Team The Executives who report directly to the Group CEO and:

 manage a business unit; or

 have accountability for the risk or financial control of the organisation; or

 have accountability to deliver a strategic priority.

The Executive Team comprises the following members of IAG’s Group Leadership Team: Chief
Executive Officer, Australia; Chief Executive, New Zealand; Chief Financial Officer; Chief Risk
Officer; Chief Customer Officer; and Group Executive, People, Performance and Reputation.

Executives The Group CEO and the Executive Team.

Fixed pay Base salary plus superannuation.  Individuals can determine the mix of base salary and
superannuation they receive in line with legislative requirements.

Group Balanced Scorecard The Group Balanced Scorecard sets out the objectives that have to be achieved to meet key
strategic priorities of the organisation.  The Group Balanced Scorecard uses goals set against
financial and non-financial objectives.  Achievement against these objectives is measured and
this informs the Board's determination of STI outcomes.

Group CEO IAG’s Managing Director and Chief Executive Officer.

Key management personnel
(KMP)

Persons having authority and responsibility for planning, directing and controlling the activities of
the entity, directly or indirectly, including any Director (whether Executive or otherwise) of that
entity.

Long-term incentive
(LTI)/Executive Performance
Rights (EPRs)

A grant of rights in the form of EPRs that are exercisable for ordinary shares of the Company or
cash as determined by the Board.  Vesting occurs between three and four years after the grant
date if performance hurdles are achieved. 

Malus The Board has the ability to reduce the value of deferred remuneration before it has vested,
including down to zero.

Non-Executive Director Award
Rights Plan (NARs Plan)

The NARs Plan provides Directors with the opportunity to build their shareholding in IAG. Under
the NARs Plan, Directors agree to receive a portion of their base Board fee in the form of rights
over ordinary IAG shares.  Participation in the NARs Plan is voluntary. 

People and Remuneration
Committee (PARC)

The Board committee which oversees IAG's remuneration practices.

Short-term incentive (STI) The part of annual at-risk remuneration that is designed to motivate and reward for annual
performance.  STI results are determined by performance against the Group Balanced Scorecard
and individual goals using both financial and non-financial measures.  For Executives in the 2019
financial year, half of the total STI will be delivered in cash in September following the financial
year end; and the remaining half will be deferred for a period of two years based on continued
service.

Total shareholder return (TSR) TSR combines share price movements and dividends paid to reflect total return to shareholders.
IAG uses relative TSR performance against other companies in the peer group to calculate one
half of the LTI outcome.

Weighted average cost of capital
(WACC)

This is the rate that a company is expected to pay on average to all its securityholders to finance
its assets.
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