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practitioners, partnerships and incorporated firms whose liability is limited by a
scheme must comply with the insurance standards set out here.

4.2  Occupational associations with schemes are required to specify insurance standards
consistent with this policy statement, administer those standards upon their
members and ensure members’ compliance with the standards.

5. Minimum Insurance Policy Requirements

51 Where an occupational association proposes, or has an approved scheme, the
standards of insurance specified by the association must, as a minimum, require
members of the association to whom the scheme applies to have and maintain an
insurance policy that meets or exceeds the following.

5.2 Insuring Clause

5.2.1 Covers the persons and entities to which the scheme applies, including the
company or firm, its directors, principals, partners and employees.

5.2.2 Covers acts, errors, and omissions committed by the insured or other person
to whom the cover extends (such as employees) occurring in the course of their
business.

5.2.3 Covers misleading and deceptive conduct under the Trade Practices Act (and
state fair trading legislation), the Corporations Act, and ASIC Act where relevant,
and is reasonably available.

Note: Broad-form insuring clause is preferred to the minimum cover stated
above, subject to it being reasonably available.

5.3 Policy Extensions and Policy Exclusions

5.3.1 Extends cover where the insuring clause does not cover liability that would be
limited by a scheme for activities/services of the person.

5.3.2 Does not exclude liability that would be limited by a scheme for
activities/services of the person.

5.3.3 Aligns cover with the business activities of the insured.

5.4 Deductibles or Excess
5.4.1 Where a Cover of Excellence™ Scheme limits liability by reference to insurance
alone, any deductible or excess applying under the insurance policy must not be

greater than 3 percent of the insured’s gross fees, and not greater than 5 percent of
the indemnity cover required under the Scheme.

5.4.2 The occupational association may allow a person to have a different amount of
deductible or excess from that specified in clause 5.4.1, including a specific dollar
amount of deductible. The association must exercise its discretion in accordance with
the parameters agreed by the Council, which, among others, may include that the
deductible or excess is a reasonable (and minor) proportion of the indemnity cover
required under the Scheme and the insured has the demonstrable capacity to meet
the cost of the deductible or excess.
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55 Reinstatements

5.5.1 Provides at least 1 automatic reinstatement where the policy limits the
aggregate of claims to the indemnity limit.

Note: Where reasonably available “"each and every claim” cover is preferred.

5.5.2 The occupational association may exempt a person from the requirement to
have 1 automatic reinstatement. The association must exercise its discretion in
accordance the parameters agreed by the Council, including that reinstatement cover
is not reasonably available, or is unnecessary (the association may consider that
reinstatement is unnecessary where the indemnity cover is twice the amount
required under the Cover of Excellence™ Scheme, or the person demonstrates based
on past experience and other bases that the reinstatement is unlikely to be invoked).

5.6 Defence Costs

5.6.1 Covers the costs incurred to defend a claim including legal costs, witness costs,
disbursements and other expenses an insurer normally considers as costs in
defending a claim.

5.6.2 Covers defence costs in addition to the amount payable in respect of
occupational liability, where cost-in-addition cover is reasonably available.

Note: Costs-in-addition cover is preferred.

5.6.3 For costs-inclusive cover, the policy of insurance must include a declaration
that notwithstanding anything to the contrary in the policy, the amount payable in
respect of occupational liability will not be less than a specified amount. The specified
amount would be the relevant monetary ceiling or maximum amount of liability as
applicable to the insured.

5.6.4 Payment of defence costs may be at the discretion of the insurer and may be
proportionate to the total cost of the claim.

5.7 Retroactive Date

5.7.1 Insurance policies must be on a “claims made” basis to cover claims made
during the policy period irrespective of when the act or omission occurred. Where the
policy limits cover to claims that arise from acts or omissions that occur after a
specified (retroactive) date, the retroactive date must not be less than the date a
Cover of Excellence™ Scheme commenced to apply to the insured where such a
claim would not otherwise be covered by an insurance policy.

5.8 Run-Off Cover

5.8.1 A member of an occupational association to whom a Cover of Excellence™
Scheme applies must have the benefit of an insurance policy for the period that the
Scheme applies to the person. Where the Scheme ceases to apply because the
Scheme expires, the insured ceases to trade or practice, or retires, or the insured
entity merges with another firm, the person must have run-off cover for the longest
period reasonably available, where the person will not be covered by future policies.
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6. Overseas Insurance
6.1 Background

6.1.1 An unauthorised foreign insurer (UFI) is an insurer that is not authorised
under the Insurance Act 1973 to conduct business in Australia and therefore not
subject to Australian prudential regulation. Some offshore insurers may not be
subject to stringent legal and requlatory requirements, and their offshore presence
may render dispute resolution and enforcement of obligations more difficult,

6.1.2 For the purposes of this policy statement, an off-shore captive not writing
third party business, and Lloyds are not a UFI

6.1.3 The term “claims data of a type and standard collected by APRA” refers to
data collected by APRA under the Financial Sector (Collection of Data) Act 2001,
Section 13: Reporting Standards GRS 800.1, 800.2, 800.3 and Reporting Standard
LOLRS 800.1, 800.2, 800.3, or any other claims data that APRA may, from time to
time, collect.

6.2 Overseas Insurance Requirements

6.2.1 Where an occupational association proposes, or has an approved scheme, the
occupational association may allow a member to be insured by a UFL.

6.2.2 Where a member insures with a UFL:

6.2.2.1 An insurance policy is to be arranged through an insurance broker or
agent licensed in Australia.

6.2.2.2 A UFI is to be domiciled in @ member country of the International
Association of Insurance Supervisors (IAIS) or other international
organisation similarly reputed by the Australian Prudential Requlation
Authority or similar relevant Australian Authority.

6.2.2.3 The UFI must have a minimum rating of "A” from AM Best, Moody’s,
Fitch Worldwide or Standard and Poor’s or equivalent.

6.2.2.4 The proper law of the contract is to be Australian law.

6.2.2.5 The legal system of the domicile country is subject to treaty
arrangements with Australia.

6.2.2.6 The insurer must have capacity for providing claims data of the type
and standard generally available from the APRA in respect of domestic
insurers.

6.2.2.7 The insured must also have an agreement with the insurer or broker,
requiring the insurer or broker to provide claims data of the type and
standard collected by APRA in respect of domestic insurers. The agreement
must enable the data to be passed to the Council.

6.2.3 An occupational association may exempt a person from the requirements of
Clause 6.2.2. within specified parameters agreed by the Council, including that the
insured has the capacity to enforce the contract of insurance in the foreign domicile
and that the insured will provide reliable claims data in respect of all claims made,
for purposes of the Council. The standard of information must be equivalent to or
better than the standard of data provided to APRA in respect of domestic insurers.

©Professional Standards Council
for Professionals who care™

Melzan Pty Limited - Report on PI Insurance for Financial Services Licensees 101



The insured must provide that data annually during their participation in the Cover of
Excellence™ Scheme, otherwise the exemption may be withdrawn by the Council.

7. Captives and Mutuals
7.1 Background

7.1.1 A captive, without limitation, is an arrangement to insure the risk of the
owner organisation. A captive may be wholly owned by and is part of the parent
organisation. A partly owned captive may share ownership with other similar or
related business such as a trade association or industry body. A captive may also be
a protected cell company (PCC)- a single legal entity that provides for each cell
(belonging to a separate client), legal separation and protection of assets and
liabilities. It may contain both core shares that relate directly to the PCC and shares
of the individual cell companies.

7.1.2 A captive could be established in an offshore domicile, offshore-established
domicile and offshore emerging domicile, An on-shore domicile captive (domiciled in
Australia) is subject to Australian prudential regulation.

7.1.3 Sole class captives insure one class of risk, for example, professional liability. A
mixed class would cover more than one class of business risk, That diversification
helps to hedge against risks. Thus, a mixed class risk diversification is preferred.

7.1.4 A mutual (discretionary mutual fund) may be used by similar entities within
an industry group to insure all or part of their business. They are not legal entities
and generally are not subject to prudential regulation. Members of the fund have
continued membership and funding obligations to the mutual structure.

7.2 Requirements in case of Mutuals and Captives

7.2.1 Where an occupational association proposes a scheme, or has an approved
scheme, the standards of insurance specified by the association may allow the
members to be insured by a captive or mutual.

7.2.2 A captive or mutual must issue a form of “insurance policy” to the insured or
member of the mutual.

Note: The Professional Standards Act 1994 (NSW) caps liability where the
person has the benefit of an “insurance policy”.

7.2.3 A captive may be an on-shore domicile (i.e., domicile in Australia) that is
subject to Australian prudential regulation.

7.2.4 An association may allow its members with a scheme to insure with a mutual
or an offshore captive where APRA or other Australian insurer regulator recognises
the mutual or off-shore captive as suitable to provide mutual arrangements or
insurance to insured in Australia, or where (in the absence of such recognition) the
Council approves the use of the mutual arrangement or off-shore captive.

7.2.5 To obtain approval by the Council of the mutual arrangement or offshore
captive, not subject to Australian prudential regulation, an occupational association
must submit to the Council a business case for the captive or mutual that contains
the information specified in Table 1. The Council may permit submission of an
insurance certificate in lieu of a business case in some cases. However, only a
certificate issued by an insurance broker or similarly qualified, independent body will
be considered for this purpose, The Certificate must address matters specified by the
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Council that may include sufficiency of indemnity limits, policy coverage,
enforceability, dispute resolution and capital adequacy.

7.2.6 When considering a captive or mutual, the Council may obtain independent
expert advice. The association will pay to the Council such amount as may be
necessary to cover the full cost of assessing the captive or mutual arrangement.

7.2.7 The mutual, captive or broker must have capacity for providing claims data for
the purpose of the Council - of the type and standard, generally available -to the
APRA in respect of domestic insurers.

7.2.8 The mutual or captive must also have an agreement with the mutual or
captive, requiring the mutual or captive to provide claims data of the type and
standard collected by APRA in respect of domestic insurers.

7.2.9 An occupational association may exempt a person from the requirements of
Clause 7.2.8 where the insured will provide reliable claims data in respect of all
claims made, for purposes of the Council. The standard of information must be
equivalent to or better than the standard of data provided to APRA in respect of
domestic insurers. The insured must provide that data annually during their
participation in the Cover of Excellence™ Scheme otherwise the exemption may be
withdrawn by the Council.

8. Claims Data
8.1 Background

8.1.1 For the purposes of approving or renewing a scheme, Council determines the
appropriate liability limitation (cap) for an occupational association based on claims
data. Council cannot approve a scheme without reliable and adequate data. Data is
in respect of claims made.

8.2 Claims Data Agreement

8.2.1 Where a person is subject to a Cover of Excellence™ Scheme, the
requirements in this policy statement concerning the collection and provision of data
apply. As a minimum, the data is to be of the type and standard provided to the
Australian prudential regulator by insurers licensed in Australia. That is, data
collected by APRA under the Financial Sector (Collection of Data) Act 2001, Section
13: Reporting Standards GRS 800.1, 800.2, 800.3 and Reporting Standard LOLRS
800.1, 800.2, 800.3, or any other claims data that APRA may, from time to time,
collect.
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Table 1: Information to be Included in the Business Case for

Element Description

Scope and Background

Using a Captive/Mutual

The scope would provide the association mandate, The
background would provide information in relation to the
association and its member profile.

Historical Claims Data

Historical claims data would provide information about the
types of claims, frequency of claims and claims analysis.

Capital Contributions

Capital contributions would address topics such as member
premium calculation, investment strategy, and determine a
legal and financial framework for maintaining member
contributions.

Risk Management
Framework

The risk management framework would address topics related
to operational and market risk.

Financial Projections

Financial projections would include short, medium and long-
term projections of cash flow requirements.

Reinsurance Arrangements

Reinsurance arrangements would consider the range of
reinsurance options available to the captive/mutual, including
an options analysis.

Regulatory Framework

Regulatory framework would consider the legislative and
regulatory framework of the proposed domicile location.

Exit Strateqy

The exit strategy identifies the methodology undertaken when
the captive/mutual dissclves or is no longer a viable interest.

Officers of the
Captive/Mutual

Officers of the captive and/or mutual to be “fit and proper” as

per APRA’s definition. “Fit and proper” may refer to the overall
standard of educational or technical qualifications, knowledge,

skills, experience, competence, diligence, judgment, character,
honesty and integrity required to satisfactorily carry out duties
and responsibilities in a prudent manner.
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APPENDIX I - MAIN ACTIVITIES OF

LICENSEES

Main activities of licensees (self-described) Activity

Accountant

Actuary

Adviser

Approved trustee

Asset consultant

Bank

Building society

Call centre

Conglomerate

Credit union

Custodian or depository service
Derivatives dealer

Exempt stockmarket

Expert reports/research house
Finance broker

Financial planner

Foreign exchange dealer
Friendly society

Futures adviser

Futures broker

General insurance agent (single insurer)
General insurance multi agent
General insurance underwriting agency

Investment company

Investor directed portfolio service
operator

Life insurance agent (single insurer)
Life insurance multi agent
Managing general underwriter
Mortgage broker

Non-public offer superannuation fund
trustee

Payment product provider

Product issuer

Real estate agent

Registered general insurance broker
Registered general insurance company
Registered life insurance broker
Registered life insurance company
Responsible entity

RIOT

Securities dealer

Solicitor/legal adviser
Stockbroker/sharebroker
Superannuation service provider
Telephone sales
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APPENDIX J - SAMPLE QUESTIONNAIRE FOR
FINANCIAL PLANNERS

The following is provided as a guide to the information that will be required in
addition to completion of the proposal form. To enable us to undertake a marketing
exercise on your behalf we will require 6 bound copies of this information.

Please note depending on the Insurance Company with whom you elect to place your
insurance you may be required to complete more than one proposal form this year,

= CV’sofall principals and Financial Planners

= Schedule detailing all current and former proper authority holders,
representatives etc. Include date of commencement, name, qualifications
and date ceased.

= Copy of compliance manual

= Copy of complaints register for the previous 12 months

= Copy of your approved product list

= Copy of your latest corporate profile/company brochure/capability statement
= Sample of a “financial planning report” prepared for clients

= Sample of standard contract (including disclaimers & indemnity agreements)
used by you when entering into contracts with third parties.

= Details of how you remunerate your proper authority holders, providing
percentage breakdown between salary, commission and other income.

= AFSL License\application (only the pass setting at the specific activities licensed
to carry out)

» Financial services guide (FSG)

= Statement of Advice (SOA)
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APPENDIX K - APRA NATIONAL CLAIMS AND
POLICY DATABASE

Selected features — professional indemnity

Figure 9 Figure 10
Average written premium by underwriting year Product share of gross written premium in the 2005 underwriting year
Professional Indemnity Professional Indemnity

. 2003 underwriting year
. 2004 underwriting year
. 2005 underwriting year
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The average written premium for Pl insurance inthe  The average written premium for superannuation

2005 underwriting year was $4,861. There are a trustee liability (STL) increased by 10.0 per cent over

number of different product types that make up the  the year, but is still down by 61 per cent on the

professional indemnity class of insurance. average premium per risk in 2003. The average
premium per STL risk of $20,350 is the second

The three largest Pl product types by gross written

premium are professional indemnity and errors and highest by product type.

omissions (PIl), medical malpractice (MAL), and The group of other professional indemnity products

directors’ and officers” insurance (D&rO), which is the only category to have shown increases in the

together make up 93 per cent of gross written average written premium per risk over both years

premium, had average written premiums of 54,880, from 2003 to 2005, though at $2,300 for the 2005

$5,300 and 55,980 respectively. underwriting year it is less than half the average for
all products,

The average written premium per risk decreased for
most Pl product types from 2004 to 2005. DerO fell
by 10.0 per cent, Pll by 8 per cent, and MAL
remained relatively steady with a 0.2 per cent
reduction, following the steepest reduction from
2003 to 2004 of 21.5 per cent.
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Figure 11

Percentage of risks by limit of indemnity and product type in the 2004 underwriting year

Professional Indemnity
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Over 52 per cent of all Pl business by gross written
premium was written or renewed during the months
of January, June and July in the 2005 underwriting
year. The largest month for renewals was July,
representing 28.4 per cent of Pl business written
during 2005,

This is in large part due to the renewal of medical
indemnity policies, 88 per cent of which were
reported as written in the months of January and
July during the 2005 underwriting year. Medical
indemnity policies represented over half the gross
written premium for Pl insurance in both January
and July.

Directors’ and officers’ liability (DerO) business was
steady over the year, with the exception of June,
which represented over 20 per cent of the DerO
gross written premium in 2005. Some 70 per cent of
the premium written on Financial Institutions Policies
for 2005 was written in Septerber, contributing to
the high average written premium for that month
compared to the average for the full year.

Over half of written premium for ‘Other’
professional indemnity risks was written during
January. As the 'Other’ product risks have a much

. Sross written premium

— AErage WTItLEn premiurm

Average written premiumn ($)

Aug

Sep  Oet  Nov

lower average written premium than other product
types, this contributes to the lower average written
premiums for that month. DerO and pure
professional indemnity policies written in the month
of January 2005 also have lower average written
premiums per risk than the average for the full year
for those products, shown in Figure 9.

DerQ and Pl policies written during the month of
May 2005, however, had higher average written
premiums per risk than the 2005 average for those
products. As a result, May shows the highest average
written premium for Pl insurance in 2005 of $6,735.

New South Wales, Northern Territory and the
Australian Capital Territory report a similar pattern of
premium written by month as the national pattern,
with gross written premium being highest in July, and
next highest in January and June, Queensland,
however, shows January as the month where the
largest amount of premium was written in 2005,
while remaining similar to the national pattern in
other months. South Australia, Tasmania, Victoria and
Western Australia were similar to the national pattern
in most menths, but had only relatively small
amounts written in the first month of the year.
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Figure 12

Number of risks written and average written premium in the
2005 underwriting year
Professional Indermnity
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Almost half of Pl risks written during 2005 (49.1 per
cent) limit the indemnity of the policyholder to
between $10m and $100 million. The majority of the
remaining risks have limits between $1m and $10m
(36.6 per cent) or less than $1m (14.3 per cent).
Less than 0.01 per cent of Pl business written in
2005 provided a limit of indemnity of greater than
5100 million.

The average written premium in 2005 for risks with a
limit of indemnity up to $1m was $765, increasing to
over 55,000 for risks with a limit between $1m and
510m, and $5,800 for risks with a limit of indemnity
between $10m and $100m.

There were less than 50 risks written with limits of
indemnity greater than $100m.
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Figure 13
Mumber of risks written and average written premium in
the 2005 underwriting year
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The majority of Pl business for the 2005 underwriting
year is written without an excess or deductible.
Excesses or deductibles between $1,000 and $10,000
make up the bulk of the remaining risks.

For risks with an excess of between 51,000 and 51,999,
the average written premium per risk is approximately
§2,400. This increases to over $5,800 for risks with
excesses between 55,000 and $10,000, and doubles
again to $12,800 for risks reporting an excess of
between $10,000 and $20,000.

Risks with excesses or deductibles of greater than
$50,000 were written with an average written
premium per risk in 2005 of approximately $44,000.

The average written premium per risk increases in line
with the excess or deductible associated with that risk.

This is consistent with the expectation that larger risks,

with correspondingly larger premiums, tend to have
|larger excesses.
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Figure 14
Distribution by limit of indemnity of risks written in the
2005 underwriting year
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Figure 15
Distribution by excess or deductible of risks written in the 2005
underwriting year
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Almeost all medical indemnity risks written in the
2005 underwriting year reported a limit of indemnity
of between 510 million and $100 million, most of
which are in a smaller range of between 520 million
and $30 million.

Directors’ and officers’ liability risks written in 2005
reported 24 per cent of risks with a limit of less than
$1m; 62 per cent with a limit between

$1m and $10m; and the majority of the remaining 15
per cent reporting a limit of indemnity between
$10m and $100m.

Pure professional indemnity has a different
distribution of risks, with more risks reporting a limit
of indemnity of between $10m and $100m (43 per
cent) and $1m to $10m (53 per cent), with only small
numbers of risks reporting a limit of indemnity of less
than $1m or greater than $100m.

Excess /deductible band

Risks written in 2005 with no excess or deductible
represent the majority of medical indemnity and
‘Other’ risks, around 95 per cent of the number of
risks reported.

Risks with a zero excess are also a significant
percentage of pure professional indemnity, directors’
and officers’ and employment practices risks, at

50 per cent Of the remaining half of the risks for
these products, 12 per cent reported an excess
between $5,000 and $10,000, and 11 per cent an
excess in the range of $2,000 to $5,000.

Financial institutions and superannuation trustee
risks have almost 45 per cent of risks reported to
the NCPD with an excess or deductible of 520,000
or greater.

Products with similar distributions have been grouped
in Figure 15. Others have not been shown due to
confidentiality requirements.
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Figure 16

Accident year of claim payments made in the
2005 calendar year
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Of the claim payments during 2005, 50 per cent related
to accident years prior to 2001 Only four per cent of
payments made were in relation to accidents from the
current (2005) accident year. The majority of payments
being made are in respect of claims from accident years
of between two and seven years before the current year,

The accident year of a claim is based on either the date
the accident occurred (loss incurred) or the date that
the claim was reported to the insurer (claims made).
The majority of Pl insurance is written on a claims
made basis.

This figure illustrates the ‘long tail’ nature of P|
insurance. It takes many years before an insurer is
notified of and has finalised the payment of all claims
that they are exposed to in a particular policy year. This
delay in claim notification and finalisation makes liability
business particularly difficult and cornplex to price and
manage appropriately. One of the key aims of the
NCPD is to provide insurers with additional data to
assist them in their pricing and management of these
classes of insurance, However, because of the ‘long tail’
nature of the liability classes, and the fact that the
NCPD data collection only relates to periods
commencing from 1 January 2003, it will be a number
of years before enough claims development data is
available in the NCPD for this purpose.
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Figure 17
Accident year of case estimates and total payments to date
made on claims open at 31 December 2005
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As at 31 Decernber 2005, Australian APRA-regulated
insurers reported total case estimates of 51.2 billion
for open professional indemnity claims. As with the
claim payments made during 2005, a majority of
these estimates relate to claims from accident years
prior to 2001 (52 per cent).

While insurers have paid out 557 million on open
claims from the 2000 accident year, the estimate of
the remaining payments to be made on these open
claims is more than double that at $158 million.

Data submitted to the NCPD and shown in Figure 17
only relate to the claims that have been notified to
insurers. Insurers also hold further reserves as
estimates of claim payments that will need to be
made on claims that have not yet been reported to
them, known as incurred but not yet reported (IBNR)
reserves. [BNR reserves for a particular accident year
may be much larger than the case estimates on open
claims for that year.
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Figure 18

Average total payment on claims finalised between
1 July 2005 and 21 December 2005
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Claims on events occurring during 2005 that were
finalised in the second half of the year had average
claim payments of $4,900, while claims from events
in 2003 that were finalised in the same period had
average payments of over $34,000.

Claims finalised during the final six months of 2005
which related to accident years from 1996 or earlier
had an average claim payment of $297,000.

There were close to 3,700 professional indemnity
claims finalised during the second six months of
2005.

There is a clear relationship between the accident
year of the claim and the total cost of that claim
by the time it has been finalised; smaller claims are
finalised more promptly than claims for larger
amounts,

widarrars and omiziens

Figure 19
Average claim payments and case estimates on claims open
as at 31 December 2005
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Of the individual P| products, directors’ and officers’
liability had the highest average incurred cost at
$229,000.

Pure (PIl) claims open at the end of 2005 had an
average incurred cost of $142,000, more than double
the next highest product of medical indemnity. For
medical indemnity claims, 14 per cent of the incurred
cost was represented by payments that have been
made on those claims, compared to 32 per cent for
Pll claims, and 30 per cent for directors’ and officers’
liability.

Claims on policies covering superannuation trustees
had an average incurred claims cost of $29,000.

As at 31 December 2005, there were over 12,000
open professional indemnity claims reported to the
NCPD by Australian APRA-regulated insurers,
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Figure 20

Average claims incurred on claims open as at 31 December 2005
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The largest cause of loss for Pl insurance is Advice’,
which makes up 21 per cent of the total incurred cost
of open claims at 31 December 2005. The average
incurred cost for claims reporting a cause of loss of
advice is §146,000, 35 per cent of which has been
paid, with the balance attributable to case estimates
for future payments. The majority of these claims
were on pure professional policies, and reported a
financial nature of loss only.

A further 25 per cent of the total incurred cost at
31 December 2005 is made up of claims with a cause
of loss of design /specification (17 per cent) and
treatment (8 per cent). Design /specification claims
open at 31 Decernber 2005 had one of the highest
average incurred costs of all causes of loss, at
$347,000, while treatment claims had an average
incurred cost of 540,000, Of the total incurred cost
for claims open at 31 December 2005 reporting a
cause of loss of treatment, 17 per cent was in the
form of claim payments rather than case estimates,
compared to 36 per cent of the incurred cost for
design /specification claims.

Claims reporting a cause of loss of treatment on
medical indemnity policies accounted for 75 per cent
of the total incurred claims cost for that cause.

Claims reported with a cause of loss of legal
expense coverage had an average incurred claims
cost of $24,000, one of the smallest for any cause of
|oss, These claims were recorded as the cause of |oss
for & per cent of open Pl claims at the end of 2005,
The majority of these claims (78 per cent) are on
pure professional indemnity and ‘Other’ product
policies. The 13 per cent of the claims reported with
a cause of loss of legal expense coverage on
directors’ and officers’ policies had a significantly
higher average incurred cost, at $65,000, compared
to the total figure of $24,000.

Directors’ and officers’ claims with a cause of loss of
misleading and /or deceptive advice have an average
incurred cost of $647,000, compared to §184,000
for pure professional indemnity claims with the
same cause of loss.

The top ten of the 32 Pl insurance causes of loss

by gross incurred claim cost account for over 71 per
cent of both the number and total incurred cost of
all claims open at 31 December 2005, A full list of
professional indemnity causes of loss is available on
the NCPD website.
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APPENDIX L - APPROVED EXTERNAL
DISPUTE RESOLUTION SCHEMES

Banking and Financial Services Ombudsman
Credit Ombudsman Service Limited

Credit Union Dispute Resolution Centre

Financial Co-Operative Dispute Resolution Scheme
Financial Industry Complaints Service

Insurance Brokers Dispute Limited

Insurance Ombudsman Services Limited

Superannuation Complaints Tribunal
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