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State of the Insurance 
Markets  
The Group Risk insurance market has seen premiums in general 
decrease for a number of years on the back of fierce competition 
from insurers.  
This reduction in pricing however is 
approaching an end and the market is showing 
signs of hardening terms & conditions.

This general hardening of conditions can be 
attributable to a number of factors including:
• Increasing claims experience across the 

industry
• Increasing reinsurance costs
• Increasing cost of capital
• Low interest environment which affects 

income earnings
• State of the economy and in particular 

unemployment trends & conditions
• Increased awareness of members’ 

insurance benefits, rights and interests 
under a Fund’s insurance policy

• Some insurers taking an overtly 
aggressive view of premium and future 
claims experience

• Regulatory reforms & perceived impacts

We would expect premiums on average to 
increase between 10% to 20% for this class of 
insurance. 

The market’s turn towards a more challenging 
environment for buyers of insurance should 
not be of significant concern. This is because 
the Group Insurance market is cyclical 
and regularly moves from “soft” to “hard” 
conditions.

The cyclical nature of the Group Insurance 
market is perhaps less volatile than other 
insurance markets such as the general 
insurance market.

This is partly due to the fact that typically 
Group Insurance contracts are re-priced 
every three years (rather than annually) and 
this creates a lag effect between increasing 
claims experience and pricing adjustments.

We believe that it is critically important that 
major buyers of insurance in the Group 
Insurance market including Superannuation 
Funds, employers & Unions have a strategy in 
place to buy insurance in soft and hard market 
conditions.

This strategy should extend to consideration 
of a range of factors including:

• Shifting from a short term to long term 
horizon in assessing premium levels

• Reviewing claims experience (causes, 
trends etc.) and its impact on the 
performance of the contract

• Understanding the running financial 
performance of the contract

• Benchmarking the program against 
others in the market

• Understanding member insurance 
needs 

• Staying in tune with market trends and 
developments

The formulation of an insurance strategy 
is in fact a key aspect of the new Prudential 
Standards for Superannuation Funds and 
key responsibilities & processes are now 
enshrined in the Insurance Management 
Framework under SPS 250.

Funds are not able to simply outsource these 
responsibilities and processes to an Insurer 
and must instead develop and maintain these 
at arm’s length.

Underpinning this strategy is good data 
management extending to membership data, 
claims data and other key insurance data.

Investing in sound insurance data 
management will pay handsome dividends to 
Superannuation Funds. This is because Funds 
that maintain complete, accurate and timely 
data will be in a better position to negotiate in 
the Group Insurance market.

From our experience, those Funds that are 
able to provide the insurance market with 
good data typically command between 1% 
to 3% premium savings up-front given the 
certainty this provides to the market.

The Fund’s strategy should also extend to 
how you intend to engage with your insurer 
and the market and having a clear plan on 
how your Fund intends to retain and service 
members and attract new members and 
work in partnership with insurers.

Welcome, to our new look June 2013 edition of Insurance Insight. Our new look Client Newsletter is fresh 
from the recent launch of our new brand in the market.

As always, Insurance Insight is dedicated to covering key insurance issues and developments that 
may affect our clients and their business operations now or into the future.

In this edition of Insurance Insight we take a closer look at a number of important insurance 
industry developments including:

• State of various insurance Markets
• The Stronger Super reforms & Insurance implications
• Cyber Risks
• Recent Court cases affecting the interpretation of certain policies
• Recent appointments at IFS Insurance Solutions
We hope you find this edition of Insurance Insight of interest.

Should you wish to discuss any matter contained in this 
newsletter or any aspect of your insurance arrangements 
then please do not hesitate to contact your existing IFS 

Insurance Solutions service team member. 

 
Robert Nunez 
Managing Director , IFS Insurance Solutions
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Introduction of 
Stronger Super 
Reforms

 
With the introduction of the MySuper 
and Stronger Super reforms approaching 
we thought it timely to again provide 
some commentary with respect to these 

reforms and any resulting implications 
under Trustees Liability insurance.

Whilst the reforms will result in additional 
responsibilities being imparted to trustee 
directors, we do not believe that these 
additional responsibilities translate to any 
gaps under an insurance programme.

In our view, the current D&O products 
available in the market are sufficiently 
broad enough to cover these changes. 
However, if following the implementation 
of the reforms, the insurance market 
experiences or foresees a significant 

change in claims activity or trends then 
this may be a development that the 
market may seek to address or monitor 
more closely into the future. This may 
include a premium review adjustment.

This is because the insurance market self-
corrects based predominantly on claims 
experience.

Trustees Liability 
Insurance/PI and D&O  
Current market conditions for Financial Lines products which includes 
Trustees Liability Insurances (including Directors & Officers Liability, 
Professional Indemnity and Crime insurance) have remained fairly 
stable over the last 6 months, albeit this means that conditions are 
still relatively hard.  

The insurance industry is still taking a 
conservative approach when considering the 
limits of indemnity they can provide and on 
what terms and conditions they are willing to 
offer such limits. Consideration also extends 
to which types of risks insurers are willing and 
able to provide cover for.

Adding to the pressures being faced by the 
industry are; the increasing costs of claims, 
mainly defence costs, increased re-insurance 
costs and low insurer yields following the 
GFC. All of these factors when combined put 
considerable pressure on insurers to maintain 
profit margins and re-adjust premium rates. 

Claims activity and costs have continued 
to escalate and are widespread across all 
parts of the insurance industry ranging from 
multiple natural disasters to various financial 
services legal actions.  As a result of these 
pressures some insurers are withdrawing 

from some sections of the market.

There are however a number of 
quality insurers who are keen 

to participate on these types 
of programmes and these 

markets provide the 
required capacity and 

insurance cover. 

We are currently experiencing modest 
premium increases for these classes of 
insurance.

Underestimate 
the cyber-threat at 
your own peril
A recent Australian business 
risks survey has found natural 
catastrophes, business 
interruption and cybercrime 
as the key risks identified by 
Australian businesses. 

According to the survey other key risks 
concerning businesses in 2013 included 
business and supply chain interruption; fire 
and explosion; and changes in legislation and 
regulation.

The identification of cyber risks for businesses 
is not altogether surprising. This is because 
IT failures through human error or due to 
cybercrime can entail high economic losses 
in an increasingly digitised economy and 
litigious business environment. 

Most companies and businesses are 
heavily reliant on IT systems and processes. 
Interruption to these systems due to 
cybercrime or even electrical supply outage 
can have a significant impact on a business’s 
ability to operate and maintain product and 
service delivery. 

Australian businesses are increasingly 
becoming more aware of these technology-
related threats and are developing the 
appropriate risk management strategies, 
including insurance, to protect their financial 
sustainability in the event of these risks 
materialising.

A cyber-risk product is designed to address 
the evolving exposures a business may face 
from relying on the internet, email, websites, 
applications, systems, programs and storing 
of personal information.

The product can provide broad coverage 
containing elements of both first and third 
party coverage, as well as a simple Business 
Interruption calculation in the event a cyber-
attack hinders a business’s ability to continue 
normal activities. 

In addition, these policies can also include 
the deployment of a service under which 
specialist resources can be made available 
to a business in the event that a data hack or 
breach results in a loss. These resources can 
extend to forensic consultants and specialist 
privacy lawyers.

Cyber liability insurance is still a fairly new 
concept and products are being developed to 
cater for emerging client needs.

IFS Insurance Solutions is able to work with 
clients to integrate cyber liability risks with 
your insurance program to arrive at the most 
seamless coverage possible.

Better results.
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The blanket approach  
– Green light given to “catch-all” insurance notifications 

A recent English High Court decision indicates 
that the blanket notification of claims (or 
of circumstances which might give rise to 
a claim) is likely to be sufficient to trigger an 
insurance policy.  

The case concerns a UK law firm’s (McManus 
Seddon Runhams) blanket notification 
to its professional indemnity insurer of 
circumstances which might give rise to a 
claim.  

The Firm’s professional indemnity policy 
required that it notify the insurer of any claim 
“first made against any insured during the period 
of insurance” or any “circumstances of which any 
insured first becomes aware during the period of 
insurance”.

The notification letter stated that the Firm had 
discovered shortcomings and inadequacies 
with the files of the acquired partnership.  It 
then went on to:

• describe a number of claims made against 
the acquired partnership and listed files/
matters that had similar characteristics to 
those giving rise to the claims;

• enclose a report from a consultancy 
firm engaged to investigate the acquired 
partnership’s files ;

• explain that an internal investigation 
had confirmed that inadequate working 

practices had been “extremely 
common” or “endemic” within the 

acquired partnership;

• conclude that it is likely that “every file” of 
the acquired partnership contains examples 
of malpractice, negligence or breach of 
contract; and

• notify each and every file of the acquired 
partnership as a circumstance which could 
give rise to a claim.

The insurer accepted the notification of those 
files identified in the consultancy firm’s report.  

However, it rejected the rest of the files 
notified on the basis that the Firm did not 
“identify the specific incident, occurrence, 
fact, matter, act or omission which would give 
rise to a Claim on each individual file”. 

In this context, the Firm sought a declaration 
that all of the relevant files had been validly 
notified under the insurance policy.

The Court held that the Notification Letter 
satisfied the requirements of the policy and 
the insurer had been wrong to reject the 
notification of the acquired partnership’s files. 

On this basis, the Court affirmed the principle 
that an insured is not obliged to make a 
separate notification for particular clients, 
transactions or matters.  It ruled that the Firm 
could issue a blanket notification and was only 
required to inform the insurer of the general 
factual circumstances which might give rise to 
a claim.

The case highlights potential consequences 
for both insureds and insurers.  

For insureds, it confirms that blanket 
notifications and general descriptions of 

circumstances are likely to be acceptable for 
the purposes of most professional indemnity 
policies (and possibly many other liability 
policies).

While this provides insureds with greater 
flexibility, it also reinforces the need to make 
prompt notifications of any circumstances 
which might give rise to a claim.  

Insurers may rely on this decision (and those 
cited above) to argue that notifications must 
be given when an insured first discovers that 
there might be an issue.  

The potential impact is that an insured 
could be denied cover if it fails to notify any 
circumstance within the time required by the 
policy.  

On the other hand, the case highlights that an 
insurer needs to be cautious when rejecting 
a notification of circumstances.  If an insurer 
does not understand the notification or the 
potential basis for a claim to arise, it should 
seek further information from an insured 
before communicating its position under the 
policy.

This article appeared in King & Wood 
Mallesons, February 2013.
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Insurance & 
Legal Corner 
Court backs life insurer in TPD case

The NSW Court of Appeal has ruled in favour of 
an insurer that denied a total and permanent 
disability (TPD) claim from a member who was 
retrained and was working part-time.

It upheld the insurers and Fund’s decision 
against the member, a truck driver who suffered 
an injury and later became a taxi driver.
The Court of Appeal’s judgement says the 
member was working 40 hours a week as a 

truck driver and labourer in 2007 but he hurt 
his lower back and could not continue in the job.
In 2008 he gained a certificate to drive a taxi, 
which he has since done on a self-employed 
basis, although he can drive for only 20 hours 
a week.
The member claimed TPD under a group life 
policy, but this was rejected on the grounds he 
could work as a taxi driver.
In 2011 the Supreme Court ruled that, six 
months after his injury, the member was not 
“reasonably fitted by education, training and 
experience” for regular, paid work.
It said he was not a taxi driver before the 
accident and had to get a certificate to do the 
work.
But the Court of Appeal says having to obtain 
a licence and undertake a limited qualifying 

course does not preclude a person from being 
reasonably fitted for a particular job.
It says when the member’s capacity for 
employment was due for assessment, there 
was nothing to suggest he could not retrain 
and work as a taxi driver, at least on a part-time 
basis, so he was not totally and permanently 
disabled.
The case hinged on whether the member was 
reasonably fitted for the work at the time of the 
assessment, not whether he had obtained the 
work.
The Court of Appeal held that regular, part-time 
work could be taken into account in deciding 
the member was not totally and permanently 
disabled.
This article appeared in the insurancenews.
com.au, April 2013.



Court reserves decision on 
Great Southern D&O cover 
The NSW Court of Appeal has reserved its decision on access to 
directors’ and officers’ (D&O) insurance when a third party seeks 
priority to the funds over directors and executives.   

The action stems from a shareholder class 
action in the Supreme Court of Victoria against 
failed agribusiness investment company 
Great Southern.

Entitlement to D&O policy proceeds has 
become an issue following the New Zealand’s 
Bridgecorp decision, in which that country’s 
High Court ruled a company receiver could 
access the funds before directors and officers 
who want to pay defence costs.

The Bridgecorp decision however was 
overturned by the New Zealand Court of 
Appeal in December and the parties are 
currently lodging documents seeking leave to 
appeal to the Supreme Court, New Zealand’s 
highest court.

NSW has laws similar to the New Zealand 
legislation on which Bridgecorp was based, 
prompting six insurers to test the matter here.

Chubb, Axis, Allianz, QBE, Chartis (AIG) and 
Liberty Mutual have asked the Court of Appeal 
for a determination on whether section six of 
the Law Reform (Miscellaneous Provisions) Act 
1946 (NSW) applies to claims-made policies or 
only to occurrence-based policies.

They also seek a declaration on the territorial 
reach of section six – whether it applies 
outside NSW.

The insurers are seeking clarification 
regarding whether any charge includes 
amounts paid as defence costs and amounts 

paid on other claims before the liability that 
gives rise to it.

A panel of five judges have reserved the 
decision after a hearing last month.

Their ruling is awaited on both sides of the 
Tasman.

This article appeared in the insurancenews.
com.au, April 2013.

Staff Appointments
We are pleased to announce the following 

recent appointments to the Company;

•	 Stephen Burke - Consultant - 

Superannuation Funds

•	 Jeremy Lemish - Account Manager – 

Group Income Protection (EBA)

•	 Blair McNamara - Managing Principal 

– Professional Risks

•	 Ashish Ghadia – Assistant Account 

Executive – Affinity Programs

General Disclaimer
This newsletter is only for general information and is not a 

substitute for specific advice. We accept no responsibility 

for any person or corporation acting on  this information 

without prior consultation with us.
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About IFS 
Insurance 
Solutions 

Established in 1995, IFS 
Insurance Solutions is an 
independent and licensed 
insurance broking and 
consulting firm and one 
the leading providers 
of insurance services 
and advice to Industry 
Superannuation Funds and 
related entities.

To find out how we 
can help your Fund or 
Organisation manage 
your existing insurance 
arrangements 
please call us on 
03 9923 7171
or visit us at 
www.ifsinsurance.com.au.

 

Talk to the insurance experts.
IFS Insurance Solutions Pty Ltd

Phone: 03 9923 7171 
Email:  info@ifsinsurance.com.au
Web:  ifsinsurance.com.au
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ABN: 16 070 588 108. AFSL: 241506. This newsletter is only for general information and is not a substitute for specific advice. We accept no responsibility for any person or corporation acting on this information without prior consultation 
with us.  

Our Services  › General Insurance
 › Group Income Protection (EBA)
 › Employee Benefits 

 › Affinity Programs
 › Advisory and Consulting › Group Risk Insurance

 › Professional Risks
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