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Insurance Commission of Western Australia — 
Ms L.L. Baker, Chairman. 

Dr M.D. Nahan, Treasurer. 

Mr R. Whithear, Chief Executive. 

[Witness introduced.] 

The CHAIRMAN: The Insurance Commission is an off-budget item and the member for Churchlands has the 
first call. 

Mr S.K. L’ESTRANGE: I refer to page 307 of budget paper No 3. I note that the Insurance Commission of 
WA’s compulsory third party premiums will increase by 3.7 per cent effective 1 July 2014. Can the minister 
please outline the reasons for the increase and how WA’s increase relates to those in other jurisdictions? 

Dr M.D. NAHAN: Mr Whithear. 

Mr R. Whithear: The reasons for the increase in the costs are the primary factors that underpin our claims for 
payments. Most of the moneys we pay out on insurance claims have a wages underpinning so that average 
weekly earnings is our measure of inflation, if you like. It seeks to reflect the increase in average weekly 
earnings of people injured in car accidents. Their claims for economic loss are therefore increasing in line with 
average weekly earnings—sometimes higher. Another component is health costs, which are also often increasing 
at a rate above average weekly earnings. The other component is carer costs. Changes over the last few years and 
in future years to the carers’ award are increasing costs at or above the rate of the consumer price index and 
perhaps above average weekly earnings. Those three components make up the majority of the costs of insurance 
paid out to claimants under the CTP insurance scheme. 

As far as how Western Australia compares with other jurisdictions, the Insurance Commission considers that it 
does well. The price of our premium is almost down to around half of that incurred in some other jurisdictions. 
I think last time I was here I was asked the reasons for that. I think we run a pretty tight and mature scheme. Our 
administration costs are at or under 10 per cent of premium revenue compared with the rule of thumb in the 
insurance industry of often 30 per cent. There are some differences in the structure of the insurance benefits paid 
out but compared with other at-fault compensation schemes we think our CTP scheme does well. 

Mr W.J. JOHNSTON: Obviously the premiums are set based on the current law. I am just wondering whether 
the commission has also done an analysis of premiums under a no-fault arrangement. 

Dr M.D. NAHAN: There is an agreement working through the various states and the commonwealth to set up a 
no-fault national injury insurance program. The government is developing a green paper that will issue shortly 
for discussion on that. We are committed to progressing and joining a scheme right now specifically for motor 
vehicle accidents. The proposal interstate is for a broader scheme for motor vehicle and other accidents. We are 
committed to joining a no-fault scheme for injuries incurred in motor vehicle accidents. As I said, a green paper 
will be issued and there will be discussions widely following issue of that green paper. It also illustrates that if 
we go to a no-fault scheme, a substantial cost premium will be associated with it. All of that will be disclosed in 
the green paper for public discussion and a decision will be made after the green paper. 

Mr W.J. JOHNSTON: I want to ask the question again to see whether I can get an answer this time. The 
question I asked was not about the green paper, as that is obviously a matter for government and not a matter for 
ICWA. I asked whether ICWA had done an analysis of the potential premium for a no-fault scheme. 

Dr M.D. NAHAN: Obviously, ICWA will participate in the policy and calculations in developing the green 
paper and ICWA’s views on the cost of moving to a no-fault insurance scheme for motor vehicle accidents will 
be incorporated in the green paper. ICWA’s calculations therefore have been considered in the green paper and 
they will be disclosed.  

[9.40 am] 

Mr W.J. JOHNSTON: I still have not got an answer. It was a very simple question. I do not understand why it 
is causing such a problem for the Treasurer to answer. I asked: has the Insurance Commission of WA calculated 
a potential premium for a no-fault scheme? It is either yes or no. I do not understand why the question is not 
being answered. 

Dr M.D. NAHAN: Again, I will answer it. If the member listens, he will hear. The government is putting out a 
green paper that will present the full details of the character coverage of a no-fault insurance scheme for motor 
vehicles. It will also put out the various potential additional costs, including premiums. ICWA, amongst others, 
participated in developing that green paper. 
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Mr W.J. JOHNSTON: So that is a yes. 

Mr B.S. WYATT: I refer to Mr Whithear’s chief executive’s report in the 2012–13 annual report in which he 
reported on the profit before income tax equivalent of $424 million. Mr Whithear made the point — 

The improvement is primarily due to the Insurance Commission’s investment performance, an 
improvement in the amount paid out on insurance claims and discount rate change effects on the $1.8 
billion gross outstanding claims liability. 

Can the Treasurer outline the change to the discount rate and what impact that had on the $424 million? 

Dr M.D. NAHAN: Mr Whithear. 

Mr R. Whithear: I am sorry, member; I do not have the specific change in the discount rate to hand and I 
cannot recall it. I know the outstanding claims liability did decrease. We can provide it on notice if the member 
would like. 

Mr B.S. WYATT: Yes. Could that be provided as supplementary information, as well as the impact that that 
change had on the $424 million profit for 2012–13? 

Mr R. Whithear: Yes, indeed. 

Mr B.S. WYATT: Did Mr Whithear want to make comments on that now or will he provide that by way of 
supplementary information as well? 

Mr R. Whithear: I would prefer to provide the facts if I can. 

Mr B.S. WYATT: The supplementary information is about the change in the discount rate in the 2012–13 
financial year and the impact that that change had on the $424.1 million profit of the Insurance Commission for 
the 2012–13 financial year. 

[Supplementary Information No B32.] 
Mr B.S. WYATT: Can the Treasurer explain the dividend policy that has been adopted by the board of 
commissioners? 

Mr R. Whithear: The dividend policy developed by the board is to calculate a percentage of net equity, and 
four per cent is the percentage chosen by the board. We calculate that as a sustainable return to be paid to 
shareholders. We then recalculate that in line with the legislation as a percentage of net profit after tax. The 
policy and the legislation line up, but there are two formulae used to get there. 

Mr B.S. WYATT: The change between the 2013–14 Economic and Fiscal Outlook and the 2014–15 Economic 
and Fiscal Outlook in expected income tax expenses and dividends from ICWA over the years 2014–15 to 
2016–17 indicates an extra $69 million is expected from the Insurance Commission. Is that a result of the 
Insurance Commission’s dividend policy or is that a result of better-than-expected performances from the 
Insurance Commission? 
Mr R. Whithear: The taxation effects are a significant change in particular in that up until the forecast period 
from here, the Insurance Commission retained a great deal of deferred tax losses from investment losses in its 
investment portfolio incurred during and subsequent to the global financial crisis. The Insurance Commission 
was not paying a lot, if anything, in tax equivalent receipts. Those deferred tax losses have now washed through 
and we have had a couple of good investment years, so we are forecasting a material increase to the tax 
equivalent payments to the state government. 
Mr B.S. WYATT: Is Mr Whithear saying that that accounts for the increase of $69 million in expected returns 
from the Insurance Commission between last year’s budget and this year’s budget? 
Mr R. Whithear: I do not have with me last year’s figures and this year’s figures side by side to give the 
member the foundation for the change, but that is the most significant change. I think the dividends would have 
been largely as forecast in the last midyear review. There was no change to the dividend policy. 
Ms R. SAFFIOTI: Is the Insurance Commission forecasting a fall in dividends over the forward estimates? 
Dr M.D. NAHAN: Mr Whithear. 
Mr R. Whithear: No; the dividends are quite static. The reason that there is a higher amount in 2013–14 is that 
a dividend was paid for 2012–13 and 2013–14, and there is a very slight gradual increase over the forward 
estimates. 
Mr B.S. WYATT: Are there any moves to change the Insurance Commission’s prudential guidelines? 
Dr M.D. NAHAN: Mr Whithear. 
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Mr R. Whithear: The prudential guidelines for investments are examined periodically. We receive advice about 
asset allocations and our investment strategy continually. There may be times when we will want to make 
changes just to reflect that difference in asset allocation. We may form a view that there is a long-term benefit in 
being more heavily invested in fixed interest, whereas in the last few years, fixed interest was not particularly 
appealing. That is an example of a change that will occur that we would recommend to the Treasurer from time 
to time to shift the balance of our asset allocation. 
Mr B.S. WYATT: Is there a recommendation currently from the Insurance Commission to amend those 
guidelines? 
Mr R. Whithear: Nothing has been submitted to the Treasurer, but, as I say, we examine these sorts of things 
pretty frequently and I have been contemplating a re-examination of that over the last few months. 
Mr B.S. WYATT: I put to the previous Treasurer a question about the change in the prudential guidelines and 
the member for Vasse’s comment was — 

The very firm advice I have from both the CEO and the chairman of the board is that they do not share 
that view, and they see no need to alter their current investment strategies … 

Is that now changing? 
Dr M.D. NAHAN: From my perspective, I will take that statement as fact. I have received no request from 
ICWA for any change to the prudential guidelines; nor have I had any indication that it was contemplating that, 
other than what Mr Whithear has said—it looks at it, as any good board does, on a regular basis. 
Mr R. Whithear: At any point in time, we may or may not be contemplating changing the prudential guidelines. 
A year ago we probably were not. This year I might see some benefit, after taking advice from our investment 
advisers, in some tweaks to asset allocation and I would put those to the Treasurer, but I have not done so at this 
stage. 
[9.50 am] 
Mr W.J. JOHNSTON: Can the Treasurer give us an update on the situation with the Bell Group Ltd litigation? 
Dr M.D. NAHAN: Yes; Mr Whithear. 
Mr R. Whithear: I can. The information in the public domain on this is still a little sketchy. Some 
confidentiality agreements have been entered into by my predecessors that do not allow me to be completely 
open, but it is public knowledge that a settlement between the various parties was reached in September last 
year. That settlement was subject to a number of conditions precedent. Those conditions precedent are now all 
but satisfied and we are looking ahead to the next phase of this long and sorry saga. 
Mr W.J. JOHNSTON: How long is a piece of string? Does the Treasurer have an expectation of when the 
settlement might be complete? 
Mr R. Whithear: I am trusting that it will be imminent—within the next couple of months—but then I have 
different timetable estimates for the distribution phase, some within a year or two. I have another that takes me 
out 13 to 15 years more. That is obviously not a very pleasant prospect but a realistic one given the history of 
this exercise. 
Mr W.J. JOHNSTON: The Insurance Commission of WA dividend policy was described as four per cent of 
assets but the Treasurer said that the government had a different view about the process but it ended up with the 
same outcome. Will the Bell Group settlement mean that the government will need to change ICWA’s dividend 
policy or is ICWA happy with its current dividend policy? 
Dr M.D. NAHAN: The dividend policy is stated by the owner, the government. The member is asking: if there 
is a settlement in the Bell case and ICWA gets lump sum payments from it, will it change the dividends? Let us 
wait until that happens. It has been on the make for a long, long time. My advice is that it could go on for a while 
longer. The money is not something we in the government, and I am sure ICWA, is counting on in any sense. As 
to the dividends policy, there is a stated dividend policy for all public trading enterprises. However, ICWA as an 
insurance organisation operates differently and has come to the government and argued for four per cent net 
equity. ICWA recommended that and we accepted that figure and it aligns more or less with the government’s 
stated percentage of profit. Can you add anything more to that? 
Mr R. Whithear: The board sought to develop a policy that was akin to that operated by insurers whereby it 
would look at net equity as the level of its reserves and look to pay a dividend out of that from investment 
returns that the board considered sustainable. It was then recalculated as a percentage of net equity paid to the 
government. 
The CHAIRMAN: Member for Joondalup, do you still want the call? 
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Mr J. NORBERGER: I am happy to move on. 
The CHAIRMAN: That completes the examination of the Insurance Commission. 

Meeting suspended from 9.54 to 10.00 am 
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