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o+ BUSHFIRE IN AUSTRALIA

MODELLING BUSHFIRE

. COLLABORATING TO REDUCE RISK

2 | )~(finity

Copyright © Finity Consulting Pty Ltd



Bushfire in Australia
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Bushfire in Australia

Bushfire is one of the major natural hazards
that Australia faces.

It is a highly location dependent hazard that
can be difficult to predict.

Bushfire is naturally occurring & an important
part of the ecosystem. But it can also be very
damaging.
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AUSTRALIAN FIRE SEASONS
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Bushfire in Australia

Climate change makes bushfire risk worse in a number of ways:
* Extreme high temperatures & drought make bushfires more likely.
* Extreme rainfall increases vegetation growth.

Bushfire risk under High Emissions scenario
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Black Summer Bushfires

The summer of 2019/2020 was one of the worst
bushfire seasons Australia has ever experienced.

* 34 lives lost due to fire, alongside more
than 400 due to smoke.

* Billions of animals displaced or killed.

e Over 3,000 buildings destroyed.

e 24.3 million hectares of land burnt.

* Insured losses of $1.9 billion. Billions more
in uninsured losses, lost tourism, additional
healthcare costs due to smoke, etc.
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How does Finity model bushfire
risk?
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o Going uphill

Finperils Bushfire v2.2 Model

* Risk scores ranging from 0 (no bushfire risk) to 10 (extreme bushfire risk).

* Model considers:
*  How much vegetation is surrounding the property
* Distances to each vegetation cover
*  Vegetation type (fuel loads and flammability) Th
e Grasslands surrounding property flames
* Dangerous fire days wind direction ( he slope of the
¢ Slope of the property land creates unusual air ¢
* Roadbreaks
* Climatology of location —amount of rainfall and bushfire regimes

Vegetation risk classification
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Finperils Bushfire v2.2 Model
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Collaborating to reduce risk
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The problem

INCREASING CLIMATE & DISASTER RISK

VULNERABLE BUILDINGS

UNAFFORDABLE INSURANCE

MARKET FAILURE
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An example of the cascading impacts of climate change

Increased natural _ Increased insurance
disasters premiums
I A

Dead trees burn
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Climate change

causes higher

more easily
temperatures

Larger insect
Warmer low g _ Lumber
temperatures ———» | populations damage ——» ices 60 U
mean higher forests & kill trees P go up
insect populations
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This impacts everyone

People living in Banks who have Insurers who Governments who
high risk areas lent money for high cannot provide have to step in
risk properties affordable after disaster
insurance
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Copyright © Finity Consulting Pty Ltd



How do resilient buildings help solve this?

©

PROTECT PEOPLE

PROTECT ASSETS

REDUCE COSTS

REDUCE RISK TO FINANCIAL SYSTEMS

CREATE VALUE - VOLUMES, PROFITABILITY, REPUTATION
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Requirements to reduce insurance and finance costs

ASSESS MEASURE

Building-specific component-level
probabilistic models. Implementable

Self-assessment + remote certify,

or on-site inspection. Provides

as-built property data. Local risks. resilience actions. Rating measures
residual risk to enable pricing.

VERIFY SCALED RISK REDUCTION
Certifiers validate assessment & Free self-assessment app, empower
certify Ratings. Automated & citizens, nationally consistent. Integrate

on-site auditing. re/insurance, real estate, finance, BAU.
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What does the Resilient Buildings Council do?

Brings together government, insurers, and households to make Australia more resilient.

This is done by measuring the resilience of properties and identifying cost effective
ways for consumers to protect their families and property.

Finity’s bushfire Self- Tailored

model + engineering assessment adaptation Certification
expertise of resilience plan

The app is developed using the Commonwealth government disaster risk funding.
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Self assessment process

FREE RECOMMENDATIONS REPORT

Are any of these structures connected to the
home?
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FREE SELF-ASSESSMENT APP
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CUSTOMISED ACTIONS

Improving your current Rating

attock. P the
information you have provided.

your

Imgecie the resience of your homs.

- Improve your Rating from
4 ) level 1to level 4.
\ Work thmugh your recommendations

complete all tems to improve
your Fhung

RATING IMPROVEMENT IF
RECOMMENDED ACTIONS TAKEN
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Self assessment process

Rating Summary
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How much of an impact can this have?

Insurance Pricing Integration - Bushfire
* Reduction on bdshfire component of premium, tiered discounts
according to Ratings, 3, 4, 5 Stars

* Higher the risk component of the premium, higher the
insurance discount

» Correct market signal - incentivises action in highest risk areas
* E.g. Winmalee, Blue Mountains, NSW, 5 Stars (single peril)

» $821.94 discount on $4,182.86 annual premium

* approx. 20% total discount

* Assessment, verification, measurement of residual risk -
enables deeper insurance pricing recognition

Insurance Pricing Integration — Multi-Hazard

* Training & accreditation for assessors, conducting 500x
assessments in VIC, NSW, QLD

* Provides data & case studies for insurance pricing integration

* Flood & storm - higher peril component of premium compared
to bushfire, larger premium reductions expected

* Planning 15t round of insurance incentives end 2024

Resilience Rating Pilots - after taking recommended actions

5 Stars — Blue, 4 Stars — Green, 3 Stars - Yellow, 2 Stars - Orange, 1 Star - Red

-I(f. . ‘t
. )~ 1inity
Copyright © Finity Consulting Pty Ltd



What is the Institute of Actuaries of Australia doing?
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Home insurance affordablhty

and soci ic equity in a ch

Actuaries
Institute.

Home Insurance
Affovnlalnil:h. At~

Actuaries
Institute.

Home Insurance Affordability
and Home Loans at Risk

Report
August 2024
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Autumn 2024 is extreme relative to the baseline period but relatively low

compared with recent seasons.
Australian Actuaries Climate Index: Overall Index for Australia

@5 year rolling average [l Current season value [ Positive index value [l Negative index value
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finity.com.au

Consultant E:emma.vitz@finity.com.au M:+ 61 406 19 8057
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Distribution & Use

This presentation is being provided for the sole use of the Actuarial
Society of South Africa for the purposes of understanding bushfire
risk in Australia.

It is not intended, nor necessarily suitable, for any other purpose.
This presentation should only be relied on by ASSA for the purpose
for which it is intended.

Third parties, whether authorised or not to receive this
presentation, should recognise that the furnishing of this
presentation is not a substitute for their own due diligence
and should place no reliance on this presentation or the
data contained herein which would result in the creation
of any duty or liability by Finity to the third party.
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Reliance & Limitations

The information in this presentation is being provided on a
confidential basis to assist the company to understand bushfire risk
in Australia.

We have relied on the accuracy and completeness of all data and
other information (qualitative, quantitative, written and verbal)
provided to us for the purpose of this presentation. We have not
independently verified or audited the data but we have reviewed it
for general reasonableness and consistency. It should be noted that
if any data or other information is inaccurate or incomplete, we
should be advised, so that our advice can be revised, if warranted.
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