
 
 
 
 
 
 
13 May 2016 

388 George Street Sydney NSW 2000  
Insurance Australia Group Limited ABN 60 090 739 923 

The Honourable Natasha Maclaren-Jones MLC 
Chair of the Standing Committee on Law & Justice 
Parliament House 
Macquarie Street  
SYDNEY NSW 2000 
 

 

Dear Ms Maclaren-Jones 

 

FIRST REVIEW OF COMPULSORY THIRD PARTY (CTP) INSURANCE SCHEME 

 IAG welcomes the opportunity to contribute to the Standing Committee on Law and 
Justice First Review of the Compulsory Third Party Insurance Scheme. IAG 
underwrites around 1.9 million CTP personal insurance policies in NSW each year, 
holding a market share of approximately 34%. As the largest CTP insurer in NSW, this 
review is of significant importance to IAG.  

 

REGULATORY REVIEWS 

Since the withdrawal of the Motor Accident Injuries Amendment Bill in 2013, the NSW 
Government and the State Insurance Regulatory Authority (SIRA) have undertaken a 
series of regulatory and operational reviews of the CTP insurance scheme in NSW. 
These include: 

 Review of the Claims Handling Guidelines 
 Review of the Motor Accidents Compensation Regulation 2015 
 Review of the MAA Market Practice and Business Plan Guidelines 
 Independent Review of Insurer Profit within the NSW CTP scheme 
 Review of CTP motor vehicle insurance for point-to-point transport vehicles 

IAG believes that considerable insight into the operation of the NSW CTP scheme has 
been gained as a result of these reviews, and thanks the NSW Government and SIRA 
for the broad consultation undertaken with scheme stakeholders.   

 

CHALLENGES FOR NSW 

In addition to the changing regulatory environment, the NSW CTP scheme is facing a 
number of challenges to its ongoing sustainability and viability: 

1. Significant increases in legally represented minor injury claims; 
2. Fraud and claim exaggeration at historically high levels; 
3. Increasing CTP premiums; 
4. Decreasing proportions of benefits reaching the injured person (only 45% of 

the premium dollar). 
5. Use of fault rather than need to access benefits means some injured people 

don’t get adequate support 
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The influence of business practices and models originating from the United Kingdom 
(claim farming, cold calling and sale of motor accident crash data) are contributing to 
these challenges.  

REFORM OF THE NSW CTP SCHEME 

The NSW Government has released an options paper which focuses on four key 
objectives: 

1. Increasing the proportion of benefits provided to the most seriously injured 
road users 

2. Reducing the time it takes to resolve a claim 
3. Reducing opportunities for claims fraud and exaggeration 
4. Reducing the cost of Green Slip premiums 

IAG believes that the most appropriate model to achieve these objectives is a scheme 
that has the following key features: 

 No fault – the introduction of a no-fault scheme will reduce the time it takes to 
resolve a claim by decreasing liability disputes on every claim. It will also mean 
that all injured people will be able to get treatment support much sooner, which 
will lead to improved health outcomes. 
 

 Defined benefits for all – this will enable all injured people, regardless of 
fault, to clearly identify what they are eligible for. Defined benefits will also 
reduce opportunities and incentives for claims fraud and exaggeration.   
 

 Common law access for the seriously injured, who did not cause the 
accident- this will ensure that more of the premium dollar is going to the most 
seriously injured.  Some caps on benefits will be required to optimise the 
sharing of resources across the scheme.   

Importantly, we believe that the Government’s objectives would be best achieved if the 
above scheme model was adopted in conjunction with a first party scheme. A first 
party scheme would mean the customer can interact with their chosen insurer at both 
the time of purchasing and if they needed to make a claim. 

This model will promote simplicity, easier access, transparency of benefits, and 
prioritises a return to health, participation in employment and the community generally. 
It will also provide flexibility to accommodate technological advances currently 
emerging in the transport industry, such as more automated vehicles and telematics 
analysis.  

Given the compulsory nature of the CTP Scheme, we believe the scheme design 
needs to balance affordability with the societal benefit of support for health recovery. 
Our model has been designed to balance these objectives and will therefore achieve a 
significant premium reduction, at the same time as ensuring all injured people receive 
support. The model will lead to reduced scheme volatility and contain insurer profit.  

Although a scheme consisting of purely defined benefits provides similar advantages, it 
would not provide access to common law benefits for those who are not at fault. IAG 
considers that this lack of access to common law benefits for the most seriously injured 
people may not recognise that an individual’s recovery from injury is a unique 
experience and that every injured person requires different levels of support and 
financial aid in the long term.  

Further detail of the IAG proposed scheme model has been included in our response 
to the Government’s options paper. Once this submission has been made publically 
available, a copy will be forwarded to the Committee.  
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FURTHER INFORMATION 

If any additional information is required in relation to this submission, please contact:  

 
 
George Karagiannakis  
Senior Manager of Government & Industry Relations 
(02) 9292 9588 
George.Karagiannakis@iag.com.au 
 

Meghan Isley 
Senior Manager, Scheme Design & Injury Prevention 
(02) 9088 9454 
Meghan.Isley@iag.com.au 
 

 

Yours sincerely 

 

Anthony Justice 
Chief Executive 
Australian Consumer Division 
IAG 

 


