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7 October 2011 

Ms Caroline Le Couteur 
Chairperson, Public Accounts Committee 
ACT Legislative Assembly 
Canberra  ACT  2600 
 
Email:  Andrea.Cullen@parliament.act.gov.au  
 

Dear Ms Le Couteur, 

RE: ROAD TRANSPORT AMENDMENT (THIRD PART INSURANCE) BILL 2011 

I refer to the Law Council of Australia‟s submission to the Public Accounts 
Committee of the ACT Legislative Assembly concerning the Road Transport 
Amendment (Third Part Insurance) Bill 2011  (the Bill) dated 15 September 2011. 

I enclose the following documents, by way of addendum to the Law Council‟s 

earlier submission: 

1. Article in The Sydney Morning Herald entitled “Revealed: The great green 
slip rip off”, dated 7 October 2011; 

2. Extract from the NSW Motor Accident Authority‟s 2005/6 Annual Report; and 

3. Extract from the NSW Motor Accident Authority‟s 2009/10 Annual Report. 

The Law Council submits these documents for consideration by the Committee, as 
they tend to re-enforce the Law Council‟s earlier submissions with respect to the 
compulsory third party (CTP) insurance scheme in NSW. 

A simple comparison of the profit estimates for 2000-2004 between the MAA‟s 
Annual Reports for 2005/6 and 2009/10 demonstrates both the size of profits 
realized by NSW CTP insurers and the extent to which projected profits have been 
consistently under-estimated since changes to the NSW CTP scheme were 
introduced in 1999. 

As previously stated, the CTP insurance market in NSW is comprised of 7 major 
insurers, none of which enjoys a dominant market share.  Since changes to NSW 
CTP laws were introduced in 1999, those insurers have consistently claimed 
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profits in the range of 25-31 per cent, notwithstanding that the NSW Government‟s 
actuarial advisers, Taylor Fry, estimate profits in the range 4 ½ - 6 per cent are 
considered reasonable. 

The Law Council emphasizes that those insurers are simply acting in the best 
interests of their shareholders, within the limits of the legislative framework 
introduced in NSW in 1999.  The NSW Motor Accidents Authority regulates 
premiums in NSW and requires CTP insurers to lodge estimates of profit margins 
annually.  Due to the long-tailed nature of the scheme, the actual profits claimed in 
any given underwriting year do not crystallise until 5-6 years after the premium is 
written.  Accordingly, while NSW insurers continue to over-estimate claims and 
underestimate profits to be realized for more recent underwriting years, all 
evidence suggests profits well in excess of estimated returns will ultimately be 
realized. 

While the NSW Government has consistently turned a „blind-eye‟ to these matters, 
12 years after the 1999 changes were introduced significant pressure is now 
building to reverse the inequities apparent under the NSW scheme and to restore 
benefits that were transferred from injured motorists to CTP insurers. 

Accordingly, the Committee, and the entire legislature, should view with caution 
the Government‟s assurances that premiums in the ACT are regulated.  There is 
no transparency around estimated and actual profits in the ACT CTP scheme, 
given neither the NRMA Ltd, ACT Treasury or the Road Transport Authority have 
been required to publicly disclose this information, as is required in NSW.  If the 
present Bill proceeds, there will be no public scrutiny of the basis upon which 
premiums are determined or the estimated or actual profit claimed by the ACT‟s 
monopoly CTP insurer.  

The Law Council would be pleased to respond to any queries on this matter when 
its representatives appear before the Committee on 12 October 2011⸀⸀⸀⸀

Yours sincerely, 
 

 
 
Bill Grant 
Secretary-General 
 
Enclosures:  3 
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