Senate Inquiry into Insurance

Submission by Australian Swimming Inc

Australian Swimming Inc (ASI) is the peak body for competitive swimming in Australia. The State and Territory Swimming Associations and the Australian Coaches and Teachers Association (ASCTA) are its key stakeholders. ASI currently has approximately 100,000 registered members nationally. Our members include swimmers, officials, administrators and volunteers. 

This submission attempts to address the key terms of reference of ten Senate Inquiry and includes comments from our Stakeholders and substantial input from our insurance brokers, Lowe Lippmann Bott Pty Ltd.

Rising Costs

The insurance market is cyclical.  Our brokers advise that in a soft market claims can exceed premiums however over the longer period Insurance Companies must make profits.  Whilst strategies may change to take advantage of a soft market we must accept that premiums will outweigh claims.

There are many factors that affect the premiums quoted by insurance companies including:

1.
Major catastrophes.

2.
The Insurer’s own financial position.

3.
Sport industry’s results.

4.
Our own claims history.

5.
The availability of alternative markets.

We are advised that the combination of the terrorist attacks of 11th September 2001, weakening Insurance Company balance sheets and the trend of claims for sporting organisations all have had an adverse affect on premiums quoted.  The lack of alternative markets (at any premium) will be the key issue that National Sporting Organisations, such as ours, will need to come to terms with over the next few years.

The two major insurance purchases by Australian Swimming and its affiliated bodies are Liabilities and Personal Accident.  In respect to Liabilities all industries have reported large premium increases for this class of insurance, sport is no exception.  Insurance companies are no longer in a position to continue to report poor financial results to their shareholders.  They either must improve results or stop underwriting. This is clearly evidenced by the closures, mergers and takeovers that have occurred in Australia over the last five years or so.  It is anticipated that this trend will continue.

Because Personal Accident premiums are basically claims driven, with each organisation being rated on its own performance, the claims trends are not good with most of our affiliated organisations recording increases in claims with 20% - 30% not uncommon. However, as there are still enough Personal Accident underwriters, this class of business should remain reasonably competitive.

Professional Indemnity and Directors & Officers Insurance

We are told that at this point in time the insurance market is considering its position on PI and D&O.  Our brokers report that the flow on effect of excessive premium increases has not been reflective in PI and D&O policies relative to sporting organisations insured through their office. Generally speaking the increases have been between 5% and 30%.

Cost of Insurance

The cost factor relating to premium increases varies from State to State and is affected by claims experience together with participant numbers, club numbers, volunteers and many other variables.  These increases range from 150% to 350% across our affiliated organisations. 

Schemes and reforms to reduce cost

There is a constant debate as to who should be responsible to arrange the insurance coverage in respect to Club/ State/National responsibilities.

1. Club - huge variations in the attitude and knowledge of committees.  This will result in lesser coverage at increased premiums, other than for larger well-managed Clubs.  Most would not be capable of distinguishing between insurance products or be capable in negotiating suitable premiums.

2. State Associations - have an awareness of their Clubs requirements due to repeated communication and are generally sufficiently well managed to negotiate satisfactorily and are large enough to have clout in respect to premiums, plus they have the advantage of utilising the buying power of our preferred broker.

3. National - it can be argued that a pooling arrangement may be beneficial.        

      Unfortunately in today's environment of premiums being driven by claims and the 

      fact that the aquatic industry generally is experiencing an increase in Liability 

      claims, it should be recognised that one large claim can disadvantage the whole 

      national program if placed under one master policy.  It is far better for our brokers  

      to set up separate policies for each Association but doing so with the “buying 

      power” of 8 major organisations.

Risk Management

A proactive approach that we as a National Sporting Organisation can take is to review our risk management procedures and policies, both nationally and through our State Associations to continue to manage and minimise our risk.
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