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Mr Ted Quinlan 
Treasurer 
ACT Legislative Assembly 
PO Box 1020 
Canberra ACT 2601 
 
Dear Treasurer 
 
I am pleased to present the ACT Insurance Authority’s Annual Report for the year ended 30 June 
2002. 
 
This Report has been prepared under section 8(5)(a) of the Annual Reports (Government Agencies) 
Act 1995 and in accordance with the requirements referred to in the Chief Minister's Annual 
Reports Directions.  It has been prepared in conformity with other legislation applicable to the 
preparation of the Annual Report by the ACT Insurance Authority. 

 
I hereby certify that the attached Annual Report is an honest and accurate account of the operations 
of the ACT Insurance Authority during the period 1 July 2001 to 30 June 2002 and that it complies 
with the Chief Minister's Annual Reports Directions. 

 
Section 14 of the Annual Reports (Government Agencies) Act 1995 requires that you cause a copy 
of the Report to be laid before the Legislative Assembly within six sitting days of receiving the 
Report. 
 
Yours sincerely 
 
 
 
 
 
 

Roger Broughton
Chairperson

 
 
 
 

ACT Insurance Authority 

6 September 2002 
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ACT Insurance Authority 

 
 
The Australian Capital Territory Insurance Authority was established under Section 8 of 
the ACT Insurance Authority Act 2000 to replace the Insurance Management Account that 
was introduced from 1 July 1998.  This account was implemented to meet the insurable 
claims and losses of ACT Government agencies from that date.  The Authority 
commenced operations on 1 April 2001. 
 
The Authority reports to the Treasurer and is financed through risk-based premiums that 
reflect the asset holdings and liability risks faced by each agency. 
 
 
 
The Authority may be contacted at: 

 
GPO Box 158 

Canberra ACT 2601 
 

Level 8, Eclipse House, 197 London Circuit, Civic 2601 
 

Further information is available from: 
 

Peter Matthews 
General Manager 

ACT Insurance Authority 
 

Phone: (02) 620 70268 
Fax: (02) 620 70301 

E-mail: peter.matthews@act.gov.au 
 

Websites: http://www.act.gov.au/government/publications/annreports/ 
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MESSAGE FROM THE CHAIRMAN  
 
The year 2001-02 was a difficult year for the insurance industry.  A variety of factors were 
involved, including the withdrawal of a number of insurers from some sectors of the market, the 
collapse of HIH Insurance in the previous financial year and the terrorist attack in the United States 
of America.  One of the large international medical negligence insurers withdrew from that class of 
business globally and closed its Australian office.   
 
The subsequent reduction in market capacity, the increase in the number and size of claims and the 
resultant effect on the profitability of insurers had a substantial impact on premiums for all buyers.  
Indeed, some business and community groups had difficulties in securing any cover at all, while 
others experienced increases that were more than double their previous premiums. 
 
Despite these factors, the Authority was able to negotiate premiums with its insurers that were 
generally below the increase in the market.  The total of premiums for all classes increased by 72%, 
with the major increases being 87.5 % in property insurance, 55% in forestry, 40% in public and 
professional liability and 29% in medical negligence insurance.  
 
This result was achieved by the Authority through: 
 
• the establishment of long term relationships with key insurers since the formation of the risk 

management fund;  
 
• a readiness to meet insurers regularly to discuss claims and issues arising from Territory 

operations;  
 
• a well-planned strategy for the renewal of the cover; and  
 
• the provision of timely, comprehensive data for the consideration of insurers. 
 
The overall increase in the cost exceeded the budgeted increase (30%), but this was a result of the 
rapidly changing market that made estimation of the increase extremely difficult.   
 
During the last term of 2001, there was a serious fire at Wanniassa Primary School, causing 
substantial damage to the building and the contents.  Through the engagement of an external 
insurance assessor and the use of competitive tendering, ACTIA was able to ensure that the repairs 
to the school were completed satisfactorily within budget and in time for the resumption of school 
in the First Term of 2002. 
 
The claim arising from the Christmas Eve 2001 fires in ACT Forests was also managed by the 
engagement of an external insurance assessor.  Although parts of the claim remained unpaid at the 
end of the financial year, the assessor managed the claim in a professional manner.  The difficulties 
of assessing the value of the loss net of salvage and the cost of fighting the fires are being addressed 
by an independent source and this will assist with the settlement of the claim. 
 
The Authority cooperated with the Treasury to establish an Insurance Hotline to advise community 
groups and businesses that were having difficulties obtaining insurance.  Enquires were received 
from sporting, recreational, community organisations and small business owners.  The Hotline 
assisted callers by analysing the particular insurance issues faced and suggested various remedies, 
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including alternative avenues for insurance and contacting various insurance brokers for expert 
help.  For some groups, officers of the Authority provided presentations at meetings to provide 
more detailed assistance and advice. 
 
Situations addressed included cover for musical events at schools, obtaining public liability cover 
for sporting activities in the higher risk categories and refund of stamp duty on insurance policies. 
 
I would like to thank the staff of ACTIA for their contribution to the effective management of the 
Authority.  Their commitment and dedication has greatly assisted the Board in ensuring that the first 
full year of operation has been accomplished successfully. 
 
 
 
 
 
 
 
 
 
Roger Broughton 
Chairperson 
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A.1 Principal Objectives 
 
The objectives of the Authority are: 

• enable the Territory to meet the cost of its insurable claims and losses in an orderly, timely and 
cost effective manner; 

• ensure the costs are fully reflected in the Territory’s accounts in accordance with accrual 
accounting principles; 

• protect the Territory’s budget from the risk of very large claims; and 

• improve risk management practices in all agencies. 
 

A.2 Organisational Structure 
 
The Authority is responsible to the ACT Treasurer and is overseen by a Board.  Section 18 of the 
Act establishes the ACT Insurance Authority Board, which is comprised of six directors, as shown 
below: 
 
• The Under Treasurer or nominee 
• Two representatives from client agencies 
• Two other persons with relevant qualifications or experience 
• The general manager of the Authority. 
 
All Board members are appointed by the Minister except for the General Manager who is appointed 
by the Board. 
 
The members of the Board are: 
 
Mr Roger Broughton (Treasury representative and chairperson) 
Dr Penny Gregory (client representative) 
Ms Julie McKinnon (client representative) 
Ms Sue Clark (specialist member) 
Mr Rex Spinley (specialist member) 
Mr Peter Matthews (General Manager). 
 
The Board met on four occasions during 2001-02. 

A.3 Legislative Framework 

A.3.1 Legislation 
 
The ACT Insurance Authority is a statutory authority established under the ACT Insurance 
Authority Act 2000.  The Authority commenced operations on 1 April 2001. 
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A.3.2 Functions 
 
The functions of the Authority are specified in section 9 of the Act and include: 
 
• carrying on the business of insurer of Territory risks; 
• insuring of Territory risks with other entities; 
• managing claims in relation to Territory risks; and 
• promoting good risk management practices. 
 

A.3.3 Statutory Powers 
 
The Authority has all the powers of an individual and may, among other things, enter into contracts, 
acquire, hold, deal and dispose of property and issue policies of insurance. 
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Highlights of the Year 
 
The Authority made significant improvements in the valuation of claim reserves with the assistance 
of external consultants, despite difficulties with reports from the claims management system.  This 
enabled the Authority to make a better estimate of outstanding liabilities. 
 
Effective staff recruitment allowed underwriting of agency risks to be placed on a more professional 
and technical footing, and the management of claims relating to ACT Government assets was able 
to become more timely and efficient. 
 
The estimation and management process for liability claims was reviewed by two external claim 
management experts and a new protocol developed and implemented.  As well, a charging 
methodology for legal services provided by the Government Solicitor’s Office was developed and 
agreed between the Solicitor and the Authority. 
 
Links to the risk management benchmarking system run by Comcover were completed during the 
year, and the first group of agencies completed their self assessment questionnaires.  This enabled 
them to be rated against Commonwealth agencies and large commercial companies in terms of their 
progress in implementing risk management strategies.  As expected, ACT agencies were rated 
slightly lower than the other participants in this regard, but this was against entities that have been 
rated previously and have had time to improve their performance.  Although the number of ACT 
participants was fairly low, the outcome was promising for future years.   
 
Considerable work was done on risk management with a view to developing a policy, strategy and 
framework for adoption at the highest level of Government.  When approved, this process will 
encourage greater risk management in agencies and validate what they are already doing on their 
own initiative. 
 
Extensive assistance on insurance and risk management issues was again provided to agencies on a 
daily basis.  This assistance included advice on insurance in contracts, risk and insurance 
management of public events and assistance with day to day management of the risks of agency 
operations. 
 
Authority staff provided considerable assistance to the Treasury in relation to the problems being 
experienced by the public in obtaining insurance.  This included data collection, technical insurance 
advice, liaison with other Governments and the preparation of and comment on Government policy 
papers. 

The difficulties being experienced with the claims management system led to the engagement of a 
consultant to prepare a business analysis of the system with a view to developing or purchasing a 
suitable replacement.  Preparation of a tender commenced with this purpose in mind.   

The placement by 30 June of the 2002-03 re-insurance policies in a difficult market, with the 
overall increase in premiums of 72%, was a good outcome in a market where some buyers were 
unable to obtain certain insurance lines at any price. 
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C.1 Achievements Against Key Performance Indicators 
 
The performance indicators for the Authority for 2001-02 are outlined below: 
 
• Respond to insurance and risk management issues 
 
Outcome 
 
During 2001-02 the Authority responded to 897 requests from agencies and the Government. 
 
• Review risk levies for agencies 
 
Outcome 
 
In February 2002 an Insurance Questionnaire was sent to all agencies.  The questionnaire, combined 
with claims experience, enables the renewal premiums to reflect current risk profiles.  
 
• Placement of Authority’s insurance 
 
Outcome 
 
The Authority has reinsurance in place for all major classes of insurance cover. 
 
• Quarterly reports on claims 
 
Outcome 
 
Three claims review meetings were held for both general liability and medical malpractice claims 
during 2001-02.  Claims estimated at $100,000 or greater were reviewed and adjusted where 
appropriate. 
 
• Manage insurance claims 
 
Outcome 
 
The Authority managed 76 claims during 2001-02.  New claims accounted for 79% of the total.   
 
• Conduct of risk management training courses 
 
Outcome 
 
The Authority conducted four facilitation workshops as part of the development of the 
Benchmarking Risk Management Program.  The program aims to help agencies measure their 
progress in implementing risk management as an integral part of their business and management 
activities.  ACTIA also supported two Comcover Getting Wired for Risk Management seminars 
during 2001-02.   
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• Issue insurance invoice 
 
Outcome 
 
The Authority issued 230 invoices for insurance premiums during 2001-02. 

 

C.2 Issues Impacting on Operations and Future Directions 
 
The Authority has significant cash reserves in order to pay future insurance claims. As medical 
malpractice and public liability claims can take a number of years to be paid, these funds are set 
aside for investment.  The Authority currently holds all investments at-call.  The development of an 
appropriate investment strategy is an issue that the Board will consider in 2002-03. 
  
Based on the specifications recommended by the consultant, the tender for a replacement claims 
information system will be issued early in the financial year and the new system should be in 
operation by mid year.  This will assist the accurate claim reporting, review and reserving 
processes.  
 
In line with the provision of the enhanced claims information system, a change in procedure will be 
implemented whereby claims administration will be undertaken solely by the Authority.  This will 
also remove administrative tasks from the Government Solicitor’s Office and allow that area to 
concentrate on the provision of legal services. 
 
It is planned to discontinue the practice of collecting premium commission rebates from reinsurers.  
This will allow reinsurance to be purchased on a net basis, which is more acceptable to reinsurers 
and which will result in lower final premiums to the Authority. 
 
The Authority will continue to assist community and other groups through the Insurance Hotline.  
This assistance will be enhanced by providing both insurance and risk management advice 
primarily by face to face meetings with interested groups. 

 

C.3 Corporate Overview 
 
Under the Government’s Administrative Arrangement Orders the ACT Insurance Authority resides 
within the Treasury portfolio. 
 
The day to day operations of the ACT Insurance Authority are managed by the General Manager.  
The General Manager is supported by a small core of staff. 
 

C.3.1 Staffing 
 
The current staffing profile of the Authority is as follows: 
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EMPLOYMENT AND STAFFING STRUCTURE  
 
Salary Level 2002-03 
 

No. Gender 
M      F      

ATSI Disability ESL 

General Manager – Senior Officer Grade  A 
 

1 1  0 0 0 

Senior Risk Manager - Senior Officer Grade B 
 

1 1 0 0 0 

Risk Manager - Senior Officer Grade C 
 

1 1  0 0 0 

Underwriting Manager – Senior Officer Grade C 
 

1  1 0 0 0 

Finance Manager- Senior Officer Grade C (AWA) 
 

1  1 0 0 0 

Office Manager- Administrative Service Officer 5 
 

1  1 0 0 1 

      
TOTAL 
 

6 3 3 0 0 1 

 
 
Individual Australian Workplace Agreements 
 
Classification Salary Range Duration 
 
SOG C $52,875 - $74,899 24 months 
 
All staff are permanent and full time.  All employees of the Authority are employed under the 
Public Sector Management Act 1994. 
 

C.3.2 Equity and Diversity 
 
The Authority adheres to the principles of equity and diversity as detailed in the Public Sector 
Management Act.  While the staff have been employed by the Authority on the basis of merit of 
their qualifications and skills, the Authority is committed to providing employment opportunities 
for those in identified EEO groups. 
 

C.3.3 Consultants and Contractors 
 
Consultants with a total financial year cost greater than $5,000 and contractors with a total 
financial year cost greater than $15,000 
 
Name Description Cost Date let 
Web Risk Support claims management 

system 
$18,592 1998 

Marsh Insurance consultants $305,932 1998 
Pricewaterhouse 
Coopers 

Actuarial and accounting 
advice and services 

$57,463 May 2001 

Hays Personnel Contractor Services $42,382 Ongoing 
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There were no select tenders or non-prequalified construction suppliers in 2001-02. 
 

C.3.4 Staff Training and Development 
 
All staff of the Authority have performance management plans that address their personal 
development needs.  The performance management plans have identified the key development and 
learning priorities for the Authority’s staff as risk management, insurance and finance. During 
2001-02 staff undertook formal training courses, the Studybank Program and attended conferences 
and seminars in these areas. 
 
The training undertaken in 2001-02 totalled $6,400.00.  This expenditure represents the direct cost 
of training and development courses and does not include the salary equivalent of time away from 
the workplace in respect of staff who attended seminars and other training opportunities at no direct 
cost. 

 

C.3.5 Customer Focused Public Service 
 
The Authority is developing a Commitment to Service Statement and a copy of this statement will 
be available on our website. 

 

C.3.6 Occupational Health and Safety 
 
The Authority adheres to the Occupational Health and Safety principles as set out in the ACT 
Public Sector Management Standards.  The Authority is committed to promoting and maintaining a 
high standard of health, safety and well being for all staff and implements appropriate work 
practices particularly in relation to the provision of furniture.  The Authority participates in the fire 
safety evacuation practices for Eclipse House tenants.  The Authority has a fire warden in the office. 
 

C.3.7 Fraud Prevention 
 
The risk of fraud associated with the activities of the Authority is recognised as low.  In 2001-02 a 
three year internal audit plan was developed for the Authority which will concentrate on a number 
of activities which could be considered as potential sources of fraud.  These activities include: 
• processing of insurance claims; 
• payment of claims settlements; 
• outstanding claims; 
• recoveries from negligent parties; 
• dealing with claim salvage; 
• investments; and 
• manual cheques 
  
Appropriate delegations and separation of duties are in place for financial and administrative 
operations.  There were no incidents of fraud detected or reported in the financial year.    
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C.3.8 Public Interest Disclosure 
 
There were no incidents requiring disclosure during the financial year. 
 

C.3.9 Freedom of Information 
 
The Authority has received no requests for information disclosure under the terms of the Freedom 
of Information Act 1990. 
 

C.3.10  Ecologically Sustainable Development 
 
The Authority applies appropriate management practices that are consistent with the principles of 
ecological sustainable development.  The authority uses recycled paper and cardboard where 
possible and uses energy efficient office machines. 
 

C.3.11  Commissioner for the Environment 
 
The Authority has made no reports to, nor received requests for information from, the 
Commissioner for the Environment. 
 

C.3.12  Workers Compensation 
 
The Authority had no workers compensation claims during the financial year. 
 
 

C.3.13  Asset Management Strategy 
 
The Authority has no capital assets other than furniture and fittings and at-call cash investments.  
The Authority has some capacity to invest funds over the medium and long term.  The development 
of an appropriate investment strategy is an issue that the Board will consider in 2002-03. 
 

C.3.14  Directions by the Minister 
 
Section 12 of the Act gives the Minister the power to give written directions to the Authority about 
the exercise of its functions.  The Minister issued no directions to the Authority in relation to the 
performance of its functions in 2001-02. 
 

C.3.15  Multicultural Framework 
 
The Authority adheres to the principles as set out in the Framework for a Multicultural ACT 2001-
2005.  The Authority is committed to a client focused service delivery in a culturally diverse 
society.  Where possible the Authority will integrate the framework into its strategic and operational 
planning processes. 
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