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Disclaimer and Copyright

While APRA endeavours to ensure the quality of this publication, it does not accept any
responsibility for the accuracy, completeness or currency of the material included in this
publication and will not be liable for any loss or damage arising out of any use of, or
reliance on, this publication.

© Australian Prudential Regulation Authority (APRA)

This work is licensed under the Creative Commons Attribution 3.0 Australia Licence
(CCBY 3.0). This licence allows you to copy, distribute and adapt this work, provided you
attribute the work and do not suggest that APRA endorses you or your work. To view a full
copy of the terms of this licence, visit https://creativecommons.org/licenses/by/3.0/au/
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Important notice

Introduction

The National Claims and Policies Database (NCPD) is a comprehensive database of policy
and claim information on professional indemnity (Pl) and public and product liability (PL]
Insurance.

More information on the background of the NCPD is available in the Explanatory Notes
document.

These NCPD reports include information on policies written or renewed between 1 January
2003 and 31 December 2018, and claims not settled at 1 January 2003, or opened, reopened
or finalised between 1 January 2003 and 31 December 2018.

The reports comprise the following documents:

e this Overview of Pl and PL Insurance;

e the Explanatory Notes;

e tables of policy and claim information, the level 1 reports; and

e more detailed tables of policy, claim and facility information, the level 2 reports.

Most information presented in this overview is available in the level 1 reports.

The policy and claim information in the NCPD reports must be read in conjunction with the
Explanatory Notes that describe limitations of the data and the basis of preparation of the

information in the reports. The Explanatory Notes also contain a glossary of terms used in the
reports.

The reports include information provided by APRA-regulated general insurers and Lloyd's
Australia Ltd.
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Revisions

This edition of the National Claims and Policies Database publication contains revisions to
previously published data due to resubmissions from entities or compilation errors. Significant
revisions are identified and quantified in the table below. The following data items were revised
by at least 10 per cent and $10 million.

Table and item

Pl by underwriting year — Gross
written premium - Underwriting year
2017

PL by underwriting year - Gross
written premium - Underwriting year
2017

Pl for Lloyds by underwriting year -
Gross written premium —
Underwriting year 2017

PL for Lloyds by underwriting year -
Gross written premium —
Underwriting year 2017

NSW
VIC
QLD
WA
All States
NSW
VIC
QLD
SA
WA
All States

N/A

Cause of
revision

Resubmitted
data

Resubmitted
data

Resubmitted
data

=ity Previous
(where
. value ($m)
applicable)
668
346
Various 227
147
1,523
658
440
345
Various
119
189
1,818
144
Lloyd's
Australia
Limited
55

Revised
value ($m)

755
410
261
169
1,745
822
527
427
133
217
2,206

211

77

There are significant revisions to published data for the 2017 underwriting year which are

mainly as a result of resubmissions by AAl Limited. These resubmissions have been attributed

by AAl Limited to timing in relation to the processing of intermediated business.

This timing difference, along with the long-tail nature of the relevant claims data, has

resulted in the following analysis focusing on the 2017 underwriting/accident year rather

than the 2018 underwriting/accident year as the basis for statements made about trends in

the industry data.
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Highlights

Australian APRA-regulated general insurers

Policies and risks written

Non-facility business

During the 2017 underwriting year, APRA-requlated general insurers wrote $3,952 million of
gross premium for the professional indemnity (P1) and public and product liability (PL)
classes of business, up 17.1 per cent from the 2016 underwriting year ($3,375 million).

For professional indemnity, APRA-regulated general insurers wrote $1,745 million of gross
premium during the 2017 underwriting year, up 20.6 per cent from the previous year ($1,447
million). This premium related to about 796,669 PI risks written in the 2017 underwriting
year, up 8.1 per cent from the previous year (about 736,848). The average written premium
for Pl risks written in the 2017 underwriting year was $2,191, up 11.5 per cent from the
previous year ($1,964).

For public and product liability, APRA-requlated general insurers wrote $2,206 million of
gross premium during the 2017 underwriting year, up 14.4 per cent from the previous year
($1,928 million). This premium related to about 3,295,127 PL risks written in the 2017
underwriting year, up 7.5 per cent from the previous year (about 3,064,313).

Facility business

For facility business during the 2017 underwriting year, APRA-regulated general insurers
wrote $88 million of gross premium, up 24.3 per cent from the 2016 underwriting year ($71
million). The proportion of total business written as facility business was 2.2 per cent, up
from 2.1 per cent in the previous year.

The remainder of the information in the NCPD reports relates to non-facility business except
where specifically indicated.
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Figure 1 - Change in average written premium from the 2016 to 2017 underwriting year
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The national average written premium for professional indemnity risks increased by 11.5 per
cent in 2017 compared to the 2016 underwriting year (Figure 1).

Average written premium for professional indemnity risks increased in almost all states and
territories from 2016 to 2017. The only state or territory reporting a decrease in average
written premium was the Australian Capital Territory (7.4 per cent).
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Figure 2 - Change in average written premium from the 2016 to 2017 underwriting year
Public and product liability
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The national average written premium for public and product liability risks increased by 6.4
per cent in 2017 compared to the 2016 underwriting year (Figure 2).

Average written premium for public and product liability risks increased in most states and
territories from 2016 to 2017. The only states or territories reporting a decrease in average
written premium were Western Australia, Tasmania and the Northern Territory with
decreases of 1.9 per cent, 1.1 per cent and 13.2 per cent respectively.

Changes in underlying premium rates are likely to be the primary reason for changes in the
average written premium. Average written premium may also be influenced by other factors.
For example, changes in the level of insurance cover, the mix of business, choice of excess

and limit of indemnity will also impact average written premium.
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Figure 3 - Average written premium by underwriting year
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The national average written premium for Pl risks written in the 2017 underwriting year was
$2,191, up from $1,964 for the 2016 underwriting year (Figure 3).

The 11.5 per cent increase in average written premium between the 2016 and 2017
underwriting years represents a contrast with the long-term trend of decreases in average
written premium for Pl risks. Over the ten underwriting years from 2006 to 2016, the national
average written premium for Pl risks decreased 51.7 per cent.
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Figure 4 - Average written premium by underwriting year
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The national average written premium for PL risks written in the 2017 underwriting year was
$670, up from $629 for the 2017 underwriting year (Figure 4).

The increase in national average written premium for PL risks was 6.4 per cent between the
2016 and 2017 underwriting years, in contrast with the long-term general trend of decreases
in average written premium for PL risks. Between 2006 and 2016, the national average
written premium for PL risks decreased 20.8 per cent.
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Claims

Total payments

During 2017, APRA-regulated general insurers paid claims totalling $2,030 million for the
professional indemnity (PI) and public and product liability (PL) classes of business, up 22.5
per cent from the previous year ($1,657 million).

Non-facility business

APRA-regulated insurers paid non-facility Pl claims of $1,030 million in 2017 up 31.1 per cent
from the previous year ($786 million). APRA-regulated insurers paid non-facility PL claims of
$1,000 million in 2017, up 14.8 per cent from the previous year ($871 million).

As at 31 December 2017, for Pl and PL combined, APRA-regulated insurers reported $4,699
million as case estimates for non-facility business for further payments to be made on open
claims at that date, up 35.2 per cent from the previous year ($3,476 million). This consisted

of:

e Plclaims accounted for $2,382 million of claim estimates, up 42.2 per cent from the
previous year ($1,675 million).

e PL claims accounted for $2,316 million of claim estimates, up 28.6 per cent from the
previous year ($1,801 million).

Payments made in 2017 on non-facility Pl and PL claims were in respect of 102,727 claims
reported to the NCPD that were open at any time during the 12 months ended 31 December
2017. The number of claims for Pl and PL combined was up 6.9 per cent from the number of
claims open at any time during the 12 months ended 31 December 2016 (96,072).

Facility business

APRA-regulated insurers made claim payments on facility business' of $43 million in 2017,
up 88.5 per cent from 2016 ($23 million). Claim payments on facility business by APRA-
regulated insurers accounted for 2.1 per cent of total claim payments made in 2017, up from
1.4 per cent in the previous year.

" Facility business may be closed by ‘bordereau’ and the insurer does not always receive individual policy and/or
claims information for this business. Facilities may include underwriting pools, joint ventures, and arrangements
with brokers and insurers.
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Figure 5 - Reported claim frequency by development year and underwriting year
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For all stages of development, claim frequencies for Pl have been falling since the 2008

underwriting year (Figure 5).

The Pl claim frequency at the end of development year one, by which point the majority of P!
claims have been reported, fell from 3.4 per cent for the 2008 underwriting year to 2.5 per

cent for the 2017 underwriting year.

The number of claims reported at the end of development year one increased by 66.1 per
cent from the 2008 underwriting year (12,037) to the 2017 underwriting year (19,996). The
increase in the number of claims is likely a result of the number of risks being written by
APRA-regulated insurers increasing by 127.1 per cent from the 2008 to 2017 underwriting

year (see the level 1 policy reports), partly offset by the declining claim frequency.
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Figure 6 - Reported claim frequency by development year and underwriting year
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For all stages of development after development year 1, claims frequencies for PL have been
falling since the 2008 underwriting year (Figure 6).

The PL claim frequency at the end of development year one, by which point the majority of PL
claims have been reported, fell from 1.2 per cent for the 2008 underwriting year to 0.8 per
cent for the 2017 underwriting year.

The number of claims reported at the end of development year one decreased by 1.7 per cent
from the 2008 underwriting year (27,346) to the 2017 underwriting year (26,882).

The reported claim frequency for both Pl and PL has been calculated as the number of

claims reported as a proportion of the number of risks written and does not include IBNR
claims (see the level 1 reports).
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Figure 7 - Gross claims incurred by underwriting year and development year
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Pl gross claims incurred at the end of development year one of the 2017 underwriting year is
consistent with the 2015 and 2016 underwriting years at the same stage of development. All
of these underwriting years are developing higher than previous underwriting years at the
same stage of development, with the 2015 and 2016 underwriting years representing the

highest gross claims incurred across all underwriting years as at their current respective
stages of development.

More generally, underwriting years from 2012 onwards are developing higher than previous
underwriting years.
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Figure 8 - Gross claims incurred by underwriting year and development year
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PL gross claims incurred for underwriting years 2003 to 2015, except underwriting year 2008,
corresponding to the global financial crisis, follow the same development pattern with
gradual growth from one underwriting year to the next (Figure 8). Underwriting year 2016 at
the end of development year two is higher than recent underwriting years, in line with the
2008 underwriting year at the same stage of development. The large increase in gross claims

incurred reported for the 2008 and 2016 underwriting years was mainly due to a small
number of large claims’.

Gross claims incurred include both amounts paid by insurers and estimates of remaining

payments to be made on reported claims (case estimates). In data submitted to the NCPD
gross claims incurred does not include a provision for IBNR or IBNER claims.

? Based on analysis of unpublished NCPD data.
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Figure 9 - Average gross claims incurred by underwriting year and development year
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The 2017 underwriting year appears to be developing in line with long term averages.

The 2012 underwriting year continues to develop with a higher average gross claims incurred
than earlier underwriting years, except for the 2008 underwriting year.
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Figure 10 - Average gross claims incurred by underwriting year and development year
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The 2017 underwriting year appears to be developing in line with long term averages.
The average gross claims incurred for the 2016 underwriting year is developing higher than

all earlier underwriting years at the same stage of development, except for the 2008
underwriting year.
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Figure 11 - Gross claims incurred loss ratio by underwriting year and development year
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The Pl gross claims incurred loss ratio for the 2017 underwriting year at the end of
development year one is at 27.4 per cent, slightly lower than the previous two years at the
same stage of development.

The 2015 and 2016 underwriting years represent the highest gross claims incurred loss
ratios across all underwriting years as at their current respective stages of development.
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Figure 12 - Gross claims incurred loss ratio by underwriting year and development year
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The PL gross claims incurred loss ratio appears to follow a similar path of development
across most underwriting years from 2007 onwards (Figure 12] except for 2008 which
corresponds to the global financial crisis, and more recently 2016. The PL gross incurred
loss ratio for underwriting year 2008 is, at all stages of its development, significantly higher
than the loss ratio for any other underwriting year.

The PL gross claims incurred loss ratio for the 2017 underwriting year at the end of
development year one is at 16.6 per cent, slightly lower than recent years at the same stage
of development.

The PL gross claims incurred loss ratio for underwriting year 2016 for development year two
is 35.5 per cent, higher than all prior development years at the same stage of development,
except for the 2008 underwriting year.

The gross claims incurred loss ratio is calculated as the gross claims incurred as a
proportion of the gross written premium (see the level 1 reports). It does not include a
provision for IBNR or IBNER claims.
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Highlights

Lloyd’s Australia

Policies and risks written

During the 2017 underwriting year®, Lloyd’s Australia wrote $885 million of gross premium
for the professional indemnity (PI) and public and product liability (PL) classes of business for
both non-facility and facility business’. This consisted of;

e $211 million of gross written premium for professional indemnity policies covering
7,637 risks [excluding facility business);

e $77 million in gross written premium for public and product liability policies, covering
1,108 risks (excluding facility business); and

e $596 million in gross premium as facility business.

It is difficult to compare Lloyd’'s Australia with other APRA-regulated insurers. The specialist

nature of the Lloyd's Australia market means that alongside more standard business, Lloyd's
also writes larger and more complex risks which attract higher premiums, which is evident in
comparing the average written premium for Lloyd’s with the average written premium for the
rest of the industry.

* Note figures are subject to revision upon full data becoming available, refer also to the Revisions section on page
5 for detail on prior year revisions.

* Facility business may be closed by ‘bordereau’ and the insurer does not always receive individual policy and/or
claims information for this business. Facilities may include underwriting pools, joint ventures, and arrangements
with brokers and insurers
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Figure 13 - Average written premium by underwriting year
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Figure 13 shows that the average written premium for non-facility Pl risks written in the 2017
underwriting year was about $27,600, relatively unchanged from the 2016 underwriting year
(about $27,700).

In the 2017 underwriting year, the average written premium for non-facility PL risks was
about $69,600, up by 40.7 per cent from the 2016 underwriting year (about $49,500).
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Claims

Total payments

During 2017, for both non-facility and facility business, Lloyd's Australia paid claims totalling
$567 million on professional indemnity (Pl) and public and product liability (PL) business, up
38.8 per cent from the previous year ($409 million).

Non-facility business

During 2017, Lloyd’s Australia paid $239 million on non-facility claims for Pl and PL
combined. These payments were made in respect of 1,474 total non-facility claims reported
to the NCPD that were open at any time during the 12 months ending 31 December 2017.
This consisted of:

e  $180 million on non-facility Pl claims, up 106 per cent from the previous year ($87
million).

e $59 million on non-facility PL claims, down 27.3 per cent from the previous year ($81
million).

As at 31 December 2017, Lloyd’s Australia reported $359 million as case estimates for
further payments to be made on open claims, up 17.2 per cent from the previous year ($306
million). Of these case estimates:

e Pl claims accounted for $193 million, up 4.7 per cent from the previous year ($184
million).

e PL claims accounted for $166 million of outstanding case estimates, up 36.0 per cent
from the previous year ($122 million).

Facility business

Lloyd's Australia made claim payments on facility business’ of $328 million in 2017, up 36.7
per cent from 2016 ($240 million). Claim payments on facility business by Lloyd's Australia
accounted for 57.9 per cent of total claim payments made in 2017, down from 58.8 per cent in

the previous year.

* Facility business may be closed by ‘bordereau’ and the insurer does not always receive individual policy and/or
claims information for this business. Facilities may include underwriting pools, joint ventures, and arrangements
with brokers and insurers.
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