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LGAMLS Mission Statement
Our aim is to provide a quality service
which meets our members’ needs,
embrace change and responds to the
liability exposures created within the
Local Government Industry.
This will be achieved by:
• Providing a complete and balanced
service to all members, incorporating
Scheme Administration, Risk
Management and Claims
Management.

• Developing an extensive information
resource for all matters relevant to
Local Government liability exposures.
• Poviding a Risk Management service
which is effective, accountable and
designed to meet the needs of Local
Government.
• Providing a Claims Management
service which is equitable, sound and
achieves financial efficiency.
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Chairman’s Report
The LGAMLS successfully completed 26
years of operation on 30 June 2015, with an
accumulated surplus in excess of $26m –
having allocated an additional $1.5m for a
Special Distribution.
Also on 30 June 2015, I completed 17 years
in the role as Chairman for the LGAMLS.
It is with regret I relinquish this role which,
while at times has been challenging and
testing has never failed to excite, embrace
and achieve success. In 1997 I took over
the Chairman role from Malcolm Germein.
A statesman of Local Government, Malcolm
was a founder of the LGAMLS in 1989 and
was instrumental in its achievements in
the formative years. Malcolm handed me
the solid platform upon which I have had
the opportunity to lead the LGAMLS to the
success it is today.
The aim for the LGAMLS remains
unchanged - to provide a financially stable
service that meets Members’ needs and
embraces change while responding to
the civil liability risks within the Local
Government sector.
The LGAMLS has consistently delivered
a balance of financial, risk and claims
management services that underpin the
breadth and depth of civil liability cover for
all 68 Councils in South Australia, plus our
Prescribed Body members.
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It goes without saying, that without the
support of successive Boards, the sound
management of the Scheme Manager
and collaboration with sequential State
Governments, I could not have chaired the
LGAMLS as effectively.
However none of this would have happened
without the unquestionable support of every
South Australian Council. We can never
underestimate the power of mutuality and
100% Council commitment to the LGAMLS,
while voluntary, is a testament to this.
To leave the LGAMLS in such a competent
position both from a financial and
membership perspective gives me my
greatest pleasure.
Moving forward …..
The LGAMLS continues to operate with the
support of the State Government Treasurers’
Indemnity. The Indemnity is structured to
ensure Members continue to have access
to the unique unlimited cover which cannot
be purchased via traditional insurance
policies or programmes. The terms and
conditions of the Treasurers’ Indemnity are
due for revision in 2017. The value of the
Treasurer’s Indemnity in enabling the Local
Government Association to secure the best
possible cover for South Australian Councils
cannot be overstated.

In 2013, the independent KPMG Review of
the Local Government Indemnity Schemes,
noted that the Scheme(s)
“..demonstrate significant value via
positive customer feedback, quality of
services and financial performance” and
“there is currently no alternative service
provider who is able to offer a similar
breadth and range of services at a
similar cost.”
In sharp contrast to the unpredictability
of the traditional insurance environment,
the LGAMLS has been able to develop
a solid, maturing risk profile through the
continued commitment of Councils. In
return, Councils benefit from the breadth of
cover and consistent delivery of prudent risk
management policies and procedures.
The comment by the Actuary in a
previous year, “…the continuing overall
improvement in Local Government’s risk
profile ... supports the observation that
risk management within the LGAMLS
(incorporating risk mitigation and claims
management) has been a successful
strategy..”, still resonates with me today.
I congratulate the incoming Chairperson and
wish the Chairperson and the Board well in
driving the ongoing success of the LGAMLS
– one of three of the sector based, Local
Government Risk Schemes.

Finally and by no means least, I express my
gratitude to Gary Okely and the LGAMLS
team for its ongoing provision of support
over the years. I cannot rate the Scheme
Manager’s role highly enough in the
provision of Board governance and LGAMLS
day to day management – which remains
the springboard for the Scheme’s continual
success.
It is my pleasure as Chairman of both the
LGAMLS and LGAWCS to deliver the 2015,
and my final, Annual Report

Chairman John Ross
October 2015
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The Local Government
Association Mutual
Liability Scheme
(LGAMLS) is
established by the
Local Government
Association of
South Australia
(LGA) and
operates
for and on
behalf of local
government
and its
operating
authorities
including
Councils, their
subsidiaries and
the LGA.

Corporate Governance

Sound governance principles are important for the
Board to establish the framework for how it oversees the
LGAMLS to achieve operational objectives, fulfil legislative
requirements, recognise and mange risk and undertake
effective decision making.
The Board will embrace governance principles to ensure
that accountability, transparency and integrity are evident
from the manner in which LGAMLS performs its functions.
The adopted principles provide a practical approach that
provides flexibility and efficiency in a challenging and ever
changing operating environment to protect the interests of
the LGA and Scheme Members.

Role of The Board
The Board is responsible to administer the Scheme for and
on behalf of the LGA in line with its delegated authorities
contained within the Scheme Rules. In general terms, the
Board is responsible for: • Providing and monitoring strategic direction
• Establishing financial targets and performance
• Compliance with applicable laws and regulation
• Effective management of risks
• Protection and optimisation of LGAMLS assets
• Regular reports on these items are provided to the LGA

Role of The Scheme Manager
The LGAMLS is established by the LGA, and in terms of
the Agreement with the LGA, the Scheme Manager has
delegated authorities, agreed with the Board, that enables
management of the LGAMLS operations. In general terms,
the Scheme Manager is responsible for: • Administering the Scheme
• Preparation of financial budgets, reports and
contributions
• Compliance with applicable laws, regulations and
codes of conduct
• Effective management of risks and claims
• Regular reports to the LGA and LGAMLS Board
• Regular liaison with the Executive Director of LGA
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Composition of
The Board
The Board is to be comprised of Members
with skills, experience and attributes
appropriate for the Scheme and its
activities.
The Board Membership comprises
qualified people, representing Local
Government, State Government
and the Scheme Manager. In terms
of the LGAMLS Rules the Board
comprises ten Members with nine
Members being non-executive
and the Fund Manager being the
only Executive Member appointed
to the Board. The LGAMLS Rules
require the Board to comprise:• Six Members, nominated by
the State Executive of LGA, one
of whom will be the Presiding
Member.
• Two Members, one of which
shall be the Fund Manager, shall
be nominated by the Scheme
Manager
• Two Members are nominated by
the Government of the State of SA.
Membership of the Board will
be for a term of three years and
Membership can be renewed at the
expiration of the member’s term.
The Board meets regularly and its
performance is overseen by the
Presiding Member (Chairman). The Board
is focussed on managing the Scheme’s: • Strategic direction
• Financial targets and performance
• Identification and control of risk
• Regulatory compliance.

Corporate Governance

To assist it to discharge its duties the Board regularly
considers external actuarial, audit and legal advice. The
LGAMLS’s strategic issues, financial plans and business plans
are reviewed annually by the Board. The Board receives
updates and forecasts throughout the year from the
Scheme Manager.
The Local Government Association Mutual Liability
Scheme (LGAMLS) is established by the Local Government
Association of South Australia (LGA) and operates for and
on behalf of local government and its operating authorities
including Councils, their subsidiaries and the LGA.

Remuneration and Personal Liability
of Board Members
Except in special circumstances approved by LGA, no
payment or other valuable consideration or other benefit
shall be made or given out to any member of the Board in
respect of that persons performance of duties as a member
of the Board or otherwise.
A member of the Board (including a deputy) will incur
no personal liability for an honest act or omission in
the performance or purported performance of powers,
functions or duties of the Board.
A liability that would, but for this immunity lie against a
member of the Board, lies instead against the LGA.

Monitoring LGAMLS Results
The Board is responsible to monitor the performance of the
LGAMLS and undertakes this by: • Quarterly reviews of operational, financial, investment
and corporate performance;
• Establishment and review of an annual budget;
• Receiving advice from an independent Actuary and
independent Auditor;
• Annual review of LGAMLS strategic results and objectives
The Scheme Manager also implement risk management
and other audits to ensure Members manage their civil
liability risks.

Regulation
The LGAMLS operates as a scheme established under
Schedule 1 of the Local Government Act 1999 and must
comply with this legislation. The Scheme Manager must
have the appropriate Financial Services Licence to operate
Mutual Risk Products as defined by Australian Securities &
Investment Commission (ASIC).
As a Mutual Risk Product, the LGAMLS is not regulated by
APRA, however the Board has adopted a philosophy of
benchmarking its prudential performance against insurance
company requirements.

Actuarial Review
Since its inception, the LGAMLS has established that its
liabilities and financial performance are to be assessed
by an independent actuary. The external actuary is
involved in outstanding claim reviews, assessment
of unearned contributions, setting contributions and
assessing outstanding claim reserves. A peer review of
Actuarial advice is conducted at least every 3 years. The
external actuary is to be from an organisation which is not
associated with the external auditor.

Audit Reviews
An independent external auditor is appointed by the Board
of LGAMLS to audit the financial statements at 30 June
each year. The external auditor is required to report to the
Board and is required to meet the Board annually following
completion of the audit. The external auditor is to be from
an organisation which is not associated with the external
actuary.

Business Risks
The LGAMLS identifies business risks through its annual
strategic planning and quarterly performance monitoring
processes. In line with the assessment of business risk
exposures, the Board safeguards its risk exposure by
purchasing reinsurance protection where appropriate.
The LGAMLS also utilises the SA Government Indemnity to
protect its catastrophe risk exposures.
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Local Government Association Mutual
Liability Scheme 30-June-2015
Board Members’ report
The board members present their report together with the
financial report of Local Government Association Mutual
Liability Scheme (“the Scheme”) for the year ended 30
June 2015 and the auditor’s report thereon.

Principal activities
The Scheme is a mutual risk product which
offers discretionary indemnity and claims
management service to its members in
respect of their potential and actual civil
liabilities. These services are provided to
Local Government in South Australia, and
include the provision of risk management
services to minimise the occurrence of
civil liabilities and the provision of claims
management services.

Review and results of
operations
The surplus for the year amounted to
$1,886,084 (2014: surplus of $864,740).
The Scheme determined a bonus
of $3,228,613 to members which
has been offset against member
contributions for 2016 (2015: bonus
provided was $3,156,025).

Review and results of
operations

Board Members
The board members of the Scheme at any time during or since the end of the
financial year are:
John Ross 			

(reappointed 1 November 2012)

Mark Searle 			

(appointed 1 May 2015)

Max Amber			

(reappointed 1 March 2015)

Bruce Green 			

(appointed 1 March 2015)

Leo Demer 			

(reappointed 1 November 2012)

Shaun Kennedy 		

(reappointed 1 November 2012)

Mario Barone 		

(appointed 1 March 2015)

Gary Okely 			

(reappointed 1 November 2010)

Mick Petrovski 		

(resigned 1 June 2015)

Tim Burfield			

(reappointed 1 March 2013)

Wendy Campana 		

(resigned 1 May 2015)
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The surplus for the year amounted to
$1,886,084 (2014: surplus of $864,740).
The Scheme determined a bonus of
$3,228,613 to members which has been
offset against member contributions
for 2016 (2015: bonus provided was
$3,156,025).

Board Members Report

Special distribution

Likely developments

During the 2015 financial year the Scheme made a special
distribution of $1,500,000 to members (2014 was $1,499,974).

Information about likely developments in the operations of
the Scheme and the expected results of those operations in
future financial years has not been included in this report.

State of affairs
In the opinion of the board members, there were no
significant changes in the state of affairs of the Scheme
during the financial year under review.

Environmental regulation
The Scheme’s operations are not subject to any significant
environmental regulations under either Commonwealth
or State legislation. However, the Board believes that the
Scheme has adequate systems in place for the management
of its environmental requirements and is not aware of any
breach of those environmental requirements as they apply
to the Scheme.

Indemnification and insurance of
directors and officers
Scheme Rule 6.10 states that a member of the board
(including a deputy) will incur no personal liability for an
honest act or omission in the performance or purported
performance of powers, functions or duties of the board.
Scheme Rule 6.11 states that a liability that would, but for
Rule 6.10 lie against the member of the Board, lie instead
against the Local Government Association of South Australia
(LGA).
Signed in accordance with a resolution of the board
members

Events subsequent to reporting date
In the interval between the end of the financial year and the
date of this report no item, transaction or event of a material
and unusual nature has arisen, in the opinion of the Board
members of the Scheme, likely to affect significantly the
operations, or the state of affairs of the Scheme in future
financial years.

Chairman 			

Fund Manager

Adelaide 24 September 2015
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Local Government Association Mutual Liability Scheme Statement of
Comprehensive Income
Notes
Member contributions

5(a)

Catastrophe insurance
Net member contribution revenue

2015

2014

$

$

10,723,548

10,488,677

(6,353,513)

(6,526,192)

4,370,035

3,962,485

Claims expense

6(b)

(467,616)

(3,355,208)

Reinsurance and other recoveries revenue

6(b)

394,119

2,961,355

(73,497)

(393,853)

Net claims expense
Scheme manager expense

(1,195,814)

(1,169,546)

Scheme result

3,100,724

2,399,086

Interest income

1,112,972

1,099,911

13,118

(101,546)

(2,340,730

) (2,532,711)

Net fair value gains on financial assets at fair value through
profit and loss
Other administration expenses

6(a)

(1,214,640)

(1,534,346)

Operating surplus

1,886,084

864,740

Total operating surplus for the year attributable to Local
Government Association Mutual Liability Scheme

1,886,084

864,740

The above statement of comprehensive income should be read in conjunction with the accompanying notes.
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Statement of financial position
Notes

2015

2014

$

$

9

2,591,701

3,686,222

10

12,280,257

12,131,695

132,418

132,420

Financial assets at fair value through profit or loss

11

17,003,069

27,123,654

Reinsurance and other recoveries receivable

12

2,645,624

2,534,337

34,653,069

45,608,328

Current Assets
Cash and cash equivalents
Receivables
Prepayments

Total current assets
Assets
Non-current assets
Reinsurance and other recoveries receivable

12

6,780,550

7,435,232

Financials assets at fair value through profit or loss

11

11,133,703

-

Total non-current assets

17,914,253

7,435,232

Total assets

52,567,322

53,043,560

Liabilities
Current liabilities
Payables

13

1,226,403

1,578,387

Outstanding claims liability

14

2,725,934

2,539,486

Unearned member contribution liability

15

10,914,893

10,723,548

14,867,230

14,841,421

10,457,018

11,345,149

Total non-current liabilities

10,457,018

11,345,149

Total liabilities

25,324,248

26,186,570

Net assets

27,243,074

26,856,990

27,243,074

26,856,990

Total current liabilities
Non-current liabilities
Outstanding claims liability

14

Equity
Retained earnings
Total equity

26,856,990

The above statement of financial position should be read in conjunction with the accompanying notes.
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Statement of changes in total accumulated funds 2015
2015

2014

$

$

26,856,990

27,492,224

Surplus for the year

1,886,084

864,740

Special distribution

(1,500,000)

(1,499,974)

Total accumulated funds at the end of the year

27,243,074

26,856,990

Total accumulated funds at the beginning of the year

Statement of cash flows
Notes

2015

2014

$

$

Member contributions received (inclusive of GST)

11,938,712

11,683,253

Outward reinsurance premium paid

(6,671,902)

(6,984,369)

Claims payments

(1,246,157)

(4,241,063)

Payment to suppliers (inclusive of GST)

(4,680,780)

(3,779,289)

1,128,092

1,155,997

Cash flows from operating activities

Interest received
Reinsurance and other recoveries received

937,514

4,011,317

1,405,479

1,845,846

Payments for investments

(1,000,000)

(11,000,005)

Net cash (outflow) from investing activities

(1,000,000)

(11,000,005)

Special distribution

(1,500,000)

(1,499,974)

Net cash (outflow) from financing activities

(1,500,000)

(1,499,974)

Net decrease in cash and cash equivalents

(1,094,521)

(10,654,133)

3,686,222

14,340,355

2,591,701

3,686,222

Net cash inflow from operating activities
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Cash flows from investing activities

Cash flows from financing activities

Cash and cash equivalents at the beginning of the financial
year
Cash and cash equivalents at end of year
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1 Summary of significant accounting
policies
This note provides a list of all significant accounting
policies adopted in the preparation of the financial
statements.These policies have been applied to all the
years presented unless otherwise stated.
Local Government Association Mutual Liability Scheme
(the “Scheme”) is domiciled in Australia. The registered
address of the Scheme is level 1, 148 Frome Street,
Adelaide South Australia 5000. The financial report
was authorised for issue by the Board members on 24
September 2015. The Board has the power to amend and
reissue the financial statements.
(a) Basis of preparation
The principal accounting policies adopted in the
preparation of the financial report are set out below.
The financial statements are a non-statutory general
purpose financial report prepared in accordance with
Australian Accounting Standards and Interpretations
issued by the Australian Accounting Standards Board
and when applicable the Scheme rules. Compliance with
Australian Accounting Standards ensures that the financial
statements and notes comply with International Financial
Reporting Standards.The accounting policies have been
consistently applied. The Scheme is a not-for-profit entity
for the purpose of preparing the financial statements.
The financial statements are presented in Australian
dollars, which is the Scheme’s functional and presentation
currency.
(b) Classification of Insurance Contracts
The Scheme is a mutual risk product as defined by the
Australian Securities and Investments Commission and is
neither authorised under, nor subject to, the provisions of
the Insurance Act. The Scheme is not a product regulated
by the Australian Prudential Regulation Authority.
For the purpose of these financial statements only, the
arrangements entered into with members to provide
indemnity cover are treated as insurance contracts.
These arrangements exist whereby the Scheme may
accept significant insurance risk from the members by
making discretionary decisions on whether to compensate
the members for a future civil liability event.
Insurance risk is risk, other than financial risk.

(c) Revenue recognition
Revenues are recognised at fair value of the consideration
received net of the amount of goods and services tax
(GST).
(i) Member contributions
Member contributions comprise amounts charged to
members of the Scheme for liability protection, net of
amounts returned to members as bonuses. Member
contributions revenue is recognised in the statement
of comprehensive income when it has been earned.
The proportion of members’ contributions received or
receivable not earned is recognised in the balance sheet
as an unearned member contribution liability.
Member contributions are treated as earned from the date
of attachment of risk. The pattern of recognition over the
period of cover is based on time, which is considered to
closely approximate the pattern of risks underwritten.
(ii) Reinsurance and other recoveries
Reinsurance and other recoveries on paid claims, reported
claims not yet paid and IBNR (claims Incurred But Not
Reported) are recognised as revenue.
Reinsurance recoveries receivable on outstanding claims
liabilities are measured as the present value of the
expected future receipts calculated on a similar basis as
the liability for outstanding claims.
Other recoveries receivable are recognised when
certainty exists as to recovery from a third party and are
measured as the present value of the expected future
receipts calculated on the same basis as the liability for
outstanding claims.
A provision for reinsurer default has been raised. The credit
rating of the major current and historical reinsurance
companies has been assessed. The actuary has assessed
the appropriate provision based on the Australian and
New Zealand cumulative average default rates.(c) Revenue
recognition
(iii) Investment income
Investment income is taken into account on an accruals
basis and includes any changes in the fair value of
investments during the financial year.
(d) Unexpired risk liability
At each reporting date the Scheme assesses whether
the unearned members’ contribution liability is sufficient

17

Financial Report 2014/2015

to cover all expected future cash flows relating to
future claims against current insurance contracts. This
assessment is referred to as the liability adequacy test
and is performed separately for each group of contracts
subject to broadly similar risks and managed together as a
single portfolio.
Provision is made for unexpired risks arising from general
business where the expected value of claims and
expenses attributed to the unexpired periods of policies
in force at the balance sheet date exceeds the unearned
members’ contributions liability in relation to such policies.
If the present value of the expected future cash flows
relating to future claims plus the additional risk margin
to reflect the inherent uncertainty in the central estimate
exceeds the unearned member contribution liability
then the unearned contribution liability is deemed to be
deficient.
The entire deficiency, gross and net of reinsurance, is
recognised immediately in the income statement. As the
Scheme does not have any intangible assets or deferred
acquisition, the deficiency would be recorded in the
balance sheet as an unexpired risk liability.
(e) Goods and Services Tax
Revenues, expenses and assets are recognised net of the
amount of goods and services tax (GST), except where
the amount of GST incurred is not recoverable from the
Australian Taxation Office (ATO). In these circumstances
the GST is recognised as part of the cost of acquisition of
the asset or as part of an item of the expense.
Receivables and payables are stated with the amount of
GST included. The net amount of GST recoverable from, or
payable to, the ATO is included as a current asset or liability
in the balance sheet.
Cash flows are included in the statement of cash flows on
a gross basis. The GST components of cash flows arising
from investing and financing activities that are recoverable
from, or payable to, the ATO are classified as operating
cash flows.
(f) Outwards reinsurance
Premium ceded to reinsurers is recognised as outwards
reinsurance premium expense in accordance with
the pattern of reinsurance service received over the
membership or indemnity periods based on time.
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(g) Claims
The liability for outstanding claims is measured as the
central estimate of the present value of the expected
future payments for claims incurred at the reporting date,
with an additional risk margin to allow for the inherent
uncertainty in the central estimate.
Claims expense and a liability for outstanding claims are
recognised as losses occur. The liability for outstanding
claims includes claims reported but not yet paid, claims
incurred but not yet reported (IBNR) and the anticipated
direct and indirect costs of settling those claim. Claims
outstanding are assessed by reviewing individual claim
files and estimating settlement costs of not reported
claims using statistics based on past experience and
trends.
Excess amounts recoverable from a Scheme member
are payable and are treated as a contribution towards
settlement of a claim.
Claims expense and liability for outstanding claims
are stated net of the excess amounts. The liability for
outstanding claims is measured as the present value of the
expected future payments, reflecting the fact that all the
claims do not have to be paid out in the immediate future.
(g) Claims
The expected future payments are estimated on the basis
of the ultimate cost of settling claims, which is affected
by factors arising during the period to settlement such
as normal inflation. The expected future payments are
discounted to present value at balance date using a risk
free rate.
Outstanding claim provisions were determined taking
into account an actuarial review of the Scheme, dated 20
August 2015, by Cumpston Sarjeant Pty Ltd. This review
was based on initial claims data to 31 March 2015 with
findings included in their report dated 30 May 2015. This
report was updated with claims data to 30 June 2015
and included in their report dated 20 August 2015.
(h) Assets backing general insurance liabilities
The Scheme’s investment strategy manages the funds
invested with the Local Government Finance Authority of
South Australia.
The Scheme has determined that all assets are held
to back its insurance liabilities and their accounting
treatment is described below. As these assets are

managed on a fair value basis, they have been valued at
fair value through profit or loss.
The accounting policies applying to assets held to back
general insurance activities are:

(j) Payables
Liabilities are recognised for goods and services provided
but not yet paid. Payments are generally made on a
monthly basis.

Financial assets
The Scheme values financial assets and any assets backing
insurance activities at fair value through profit or loss.
Details of fair value for the different types of financial
assets are summarised below.
Cash assets and bank overdrafts are carried at face value
of the amounts deposited or drawn. The carrying amounts
of cash assets and bank overdrafts approximate to their
fair value. For the purposes of the statement of cash flows,
cash includes cash on hand, call deposits and deposits
held where maturity is less than 3 months, net of bank
overdrafts.
Fixed interest securities are recorded at amounts based on
valuation using rates of interest equivalent to the yields
obtainable on comparable investments at balance date.

(k) Special distributions
Provision is made for the amount of any special
distribution declared, being appropriately authorised and
no longer at the discretion of Scheme, on or before the
end of the reporting period but not distributed at the end
of the period.

Receivables
Contributions due from members are initially recognised
at face value, being the amounts due. They are
subsequently measured at fair value that is approximated
by taking the initially recognised amount and reducing it
for impairment as appropriate.
A provision for impairment of receivables is established
when there is objective evidence that the Scheme will
not be able to collect all amounts due according to the
original terms of the receivables. The amount of the
provision is the difference between the asset’s carrying
amount and the present value of estimated future
cash flows. The discount is calculated using the original
effective interest rate. Where there is impairment a charge
is recognised in the statement of comprehensive income.
(i) Cash and cash equivalents
For the purposes of the presentation in the statement
of cash flows, cash and cash equivalents comprise cash
balances, deposits held at call and term deposits with
original maturities of 3 months or less that are readily
convertible to known amounts of cash and which are
subject to an insignificant risk of changes in value.

(l) Comparatives
Where necessary, comparative figures have been adjusted
to conform to changes in presentation in the current year.
(m) Capital management policy
The Scheme’s objectives when managing capital are to
safeguard their ability to continue as a going concern, so
that they can continue to provide services to members.
In order to maintain or adjust the capital structure,
the Scheme may adjust the amount of contribution
received from its members, adjust the excess surplus to
its members via special distributions or enter into debt
agreements. The Scheme monitors capital on the basis of
the total accumulated surplus. A special distribution will
be made to its members where the total accumulated
surplus exceeds the Board’s targeted surplus. This strategy
is unchanged from 2014. The scheme has no debt as at 30
June 2015 (nil at 30 June 2014).
(n) New accounting standards and interpretations
Certain new accounting standards and interpretations
have been published that are not mandatory for 30 June
2015 reporting periods and have not been early adopted
by the Scheme. The Scheme’s assessment of the impact of
these new standards and interpretations is set out below.
(i) AASB 9 Financial Instruments
AASB 2009-11 Amendments to Australian Accounting
Standards arising from AASB 9, AASB 2010-7
Amendments to Australian Accounting Standards arising
from AASB 9 (December 2010) and AASB 2012-6
Amendments to Australian Accounting Standards
- Mandatory Effective Date of AASB 9 and Transition
Disclosures (effective from 1 January 2017)
AASB 9 Financial Instruments addresses the classification,
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measurement and derecognition of financial assets and
financial liabilities. Since December 2013, it also sets out
the new rules for hedge accounting. The standard is not
applicable until 1 January 2017 but is available for early
adoption. The Scheme has not yet decided when to adopt
AASB 9. The Scheme is still assessing the impact of these
amendments.
(ii) Revenue from contracts with customers
Revenue from contracts with customers (effective 1
January 2018) The IASB has issued a new standard for
the recognition of revenue. This will replace IAS 18 which
covers contracts for goods and services and IAS 11 which
covers construction contracts. The new standard is based
on the principle that revenue is recognised when control
of a good or service transfers to a customer - so the notion
of control replaces the existing notion of risk and rewards.
The Scheme has not yet considered the impact of the new
rules on its revenue recognition policies. It will undertake
a detailed assessment in the near future. Expected date of
adoption by the Scheme is 1 July 2018.
There are no other standards that are not yet effective
and that are expected to have a material impact on the
Scheme in the current or future reporting periods and on
foreseeable future transactions.

2 Accounting estimates and
judgements
The Scheme makes estimates and assumptions in
respect of certain key assets and liabilities. Estimates
andjudgements are continually reviewed and are
based on past experience and other factors, including
expectationsof future events that are believed to be
reasonable under the circumstances. The key areas in
which criticalestimates and judgements are applied are
described below.
a. Estimation of outstanding claims liability
Provision is made at the year-end for the estimated cost of
claims incurred but not settled at the balance sheet date,
including the cost of claims incurred but not yet reported
(“IBNR”) to the Scheme.
The Scheme takes all reasonable steps to ensure that it
has appropriate information regarding its claims exposure.
However, given the uncertainty in establishing claims
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provisions, it is likely that the final outcome may be
different from the original liability established.
Provisions are calculated gross of all recoveries. A separate
estimate is made of the amounts that will be recoverable
from any third party.
The determination of an appropriate outstanding claims
provision involves:
(i) Establishing a case estimate for each reported claim
at year-end taking into account legal advice where
appropriate on larger claims;
(ii) A5% per annum downward development allowance
on the net outstanding balance of reported claims
and confirmed as appropriate by the Actuary.
(iii) Allowances for re-opened and incurred but not
reported claims as confirmed by the actuarial review
dated 20 August 2015;
(iv) A zero allowance for claim settlement expenses on
open claims and a small allowance, as assumed by the
Actuary for claim settlement expenses on IBNR claims
(v) Allowances for discount at 2.00%, as assumed by the
Actuary
(vi) A risk margin of 25% of net outstanding claims
after the effect of reinsurance has been applied, as
assumed by the Actuary.
b. Assets arising from reinsurance contracts
Details of specific actuarial assumptions used in deriving
the outstanding claims liability at year-end are detailed in
note 3.
Assets arising from reinsurance contracts were estimated
for each accident year, from the payments to date and
estimated outstanding claims history at 30 June 2015,
taking into account the reinsurance terms applying to
that accident year. In calculating the present value of
reinsurance recoveries on the outstanding claims liability,
allowance was made for an average recovery delay of
three months, as assumed by the Actuary. Although
all relevant insurers are solvent a provision for failure of
an insurer to pay has been raised. The Reinsurer default
provision is $59,446 calculated at a rate of 0.63% on the
discounted value of the total Reinsurance Recoveries.

3 Actuarial assumptions and
methods

(d) Wage inflation
The Actuary assumed wage inflation of 3.25% per annum,
based on recent inflation levels in South Australia. The
assumption was 3.50% for the prior year.

(a) Actuarial Assumptions
The following assumptions have been made in
determining the outstanding claims liabilities
2015

2014

(7.50)%

(5.00)%

Wage inflation

3.25%

3.50%

Superimposed inflation

2.00%

3.00%

Discount rate

2.00%

2.75%

Key actuarial assumptions
Case estimate development

(b) Process used to determine actuarial assumptions
A description of the processes used to determine the
above key actuarial assumptions is provided below:
In their review of 20 August 2015, the Actuary was
provided with claims data on claims incurred net of
excesses and anticipated recoveries to reduce the liability
of members. The Actuary allowed for:
• Developments in case estimates on reported claims by
a Projected Case Estimates method;
• Claims incurred but not reported and potential
recoveries were all estimated by an inflation adjusted
Payment per Claim Incurred method based on ultimate
non-zero claim numbers projected by a Chain Ladder
method and 5 year averages of late reported claims;
• Cost of claims likely to be reopened were estimated by
an inflation adjusted Payment per Claim Incurred
• method based on ultimate non-zero claim numbers
projected by a Chain Ladder method and 5 year
averages of reported claims;
• Expected investment earnings by applying a fitted
payment pattern to the undiscounted sum of the
above components and then discounting at the
assumed discount rate;
(c) Case estimate development
Development in net case estimates applied to open
claims was -7.5% for all accident years. (2014 case estimate
development -5.0%).

(e) Claim administration expense
The Actuary has not made an allowance for claim
administration expenses on open claims as the amount
of fees already represent about 4.5% of payments.
However, an allowance of $116,427 was made in respect
of IBNR claims. The amounts allowed are comparable to
those normally made by public liability and professional
indemnity insurers.
(f) Superimposed inflation
The Actuary assumed future superimposed inflation, the
rate at which claims increase in excess of wage inflation,
at 2.0% per annum. Superimposed inflation occurs due
to non-economic effects such as court settlements
increasing at a faster rate than wages or CPI inflation.
Though there is no discernible trend of superimposed
inflation in inflated claims incurred, the Actuary felt it
prudent to make a nominal allowance for such inflation in
future claims. The assumption was 3.0% for the prior year.
(g) Discount rate
The estimates of the outstanding claims liabilities were
discounted to allow for future investment income gains
attributable to the liabilities. The estimates of Reinsurance
recovery assets were discounted to allow for future
income losses attributable to the assets. The Actuary
assumed a discount rate of 2.00% per annum, based on
current medium-term bond yields. A discount rate of
2.75% was assumed for the prior year.
(h) Sensitivity analysis
The outstanding claims liability included in the reported
results are calculated based on the key actuarial
assumptions as disclosed above.
The movement in any of the above key actuarial
assumptions will impact the performance and total
accumulated funds of the Scheme.
The following table describes how a change in each of the
assumptions will affect the outstanding claims liabilities.
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Variable

Impact of movement in variable

Wage inflation

Expected future payments are inflated to take account of inflationary increases. An increase or
decrease in the assumed levels of economic inflation would have a corresponding impact on
claims expense, with particular reference to longer tail claims.

Superimposed inflation

In addition to the general economic inflation rate an amount is superimposed to take
account of non-economic inflationary factors, such as increases in court awards. Such rates
of superimposed inflation are specific to the model adopted. An increase or decrease in the
assumed levels of superimposed inflation would have a corresponding impact on claims
expense, with particular reference to longer tail claims.

Discount Rate

The outstanding claims liability is calculated by reference to expected future payments. These
payments are discounted to adjust for time value of money. An increase or decrease in the
assumed discount rate will have an opposing impact on total claims expense.

Case Estimate Development

Case estimates are initially established in accordance with established guidelines and by
reference to the known facts. Where new information becomes available the initial case
estimate will change. This development movement is applied to open claims and will have a
corresponding impact on claims expense.

(i) Impact of changes in key variables
Profit/(loss)

Total accumulated
funds

Movement by applying variable - Profit/(Loss)
Variable

Wage inflation
Superimposed inflation
Discount Rate
Case-estimate development
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Movement in
variable %

Gross of reinsurance

Net of reinsurance

Total accumulated
funds

3

905,000

(39,000)

(39,000)

(3)

(791,000)

34,000

34,000

3

909,000

(32,000)

(32,000)

(3)

(794,000)

28,000

28,000

3

(935,000)

33,000

33,000

(3)

1,138,000

(40,000)

(40,000)

5

1,766,000

(17,000)

(17,000)

(5)

(1,331,000)

13,000

13,000

4 Insurance contracts – risk
management
Risk management objectives and policies for
mitigating insurance risk
The Scheme is established by legislation contained in the
Local Government Act 1999. Membership is available to
local government councils and prescribed bodies. The
Scheme operates in South Australia to provide a claims
management service to members in respect of their
potential and actual workers compensation liabilities. A
member may seek indemnity from the Scheme in respect
of a claim.
Under the Scheme Rules, the Local Government
Association may in its sole and absolute discretion
determine whether indemnity will be granted in respect
of a claim. Should indemnity be granted the Scheme
offers unlimited cover.
Actuarial models, using information from the Scheme’s
management information systems are used to confirm
contributions and monitor claim patterns. Past experience
and statistical methods are used as part of the process.
The principal risk is that the frequency and severity of
claims is greater than expected. Civil Liability Risk events
are, by their nature, random, and the actual number and
size of events during any one-year may vary from those
estimated using established statistical techniques.
Objectives in managing risk arising from insurance
and policies for mitigating those risks
The Scheme has an objective to control insurance risk thus
reducing the volatility of its operating surplus. In addition
to the inherent uncertainty of workers compensation
risks, which can lead to variability in the loss experience,
operating surpluses can also be affected by external
factors such as competition and movements in asset
values.
The Scheme relies on a strong relationship with its
members and actively encourages them to adopt
practices of risk management that reduce the incidence of
claims to the Scheme.
Reinsurance strategy
The Scheme adopts a conservative approach towards
management of risk and does this by utilisingvarious risk
transfer options. The Board determines the level of risk,

which is appropriate for theScheme having regards to
ordinary concepts of prudence and regulatory constraints.
The risk transferarrangements adopted by the Scheme
include the utilisation of commercial reinsurance
arrangementsand the negotiation of an indemnity
agreement with the South Australian State Government
Treasurer.
These risk transfer arrangements assist the Scheme to limit
its liability on single large claims and catastrophic events.
These programs are regularly reviewed each year to ensure
that they continue to meet the risk needs of the Scheme.
In the past ten years, the Scheme has managed its
reinsurance program and risk transfer arrangements
so that the exposure to each claim has been markedly
reduced. The Scheme has maintained its Treasurer’s
Indemnity on a long-term basis with an expiry in 2017.
Terms and conditions of membership
Membership to the Scheme is offered to eligible
bodies and renewed annually on 30th June. Payment
of the annual contribution confirms continuation of
membership. Termination of membership is subject to at
least 90 days written notice of intention as laid out by the
Scheme Rules. Once a claim is accepted and indemnity
granted each claim is handled individually on the
circumstances peculiar to the claim.
Product features
The Scheme operates in South Australia. Should a claim be
accepted the Scheme provides indemnity to the member
in respect of their civil liabilities for an unlimited amount,
subject to any excess for any claim incurred anywhere
throughout the world.
Operating surpluses arise from the total contributions
charged to members less the amounts paid to cover
claims and the expenses incurred by the Scheme.
Management of risks
The key insurance risks that affect the Scheme are
contribution risk, and claims experience risk. Contribution
risk is the risk that the Scheme does not charge
contributions appropriate for the indemnity cover it
provides. The Scheme partially manages contribution
risk through its proactive approach to risk management
that addresses all material risks both financial and nonfinancial. There are no specific terms and conditions that
are expected to have a material impact on the financial
statements.
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Claims experience risk is managed through the nonfinancial risk assessment and risk management and
reinsurance management process. Claims experience
is monitored on an on going basis to ensure that that
any adverse trending is addressed. The Scheme is able
to reduce the claims experience risk of severe losses
through the reinsurance program, and by managing the
concentration of insurance risks.
Concentration of insurance risks
Insurance risk is managed by taking a long term approach
to setting the annual contribution rates that eliminates
price fluctuations, appropriate investment strategy,
reinsurance and by maintaining an active state-wide risk
management profile. It is vital that the Scheme keeps
abreast of changes in the general economic, legal and
commercial environment in which it operates.

Interest rate risk
The reinsurance indemnity contracts contain no clauses
that expose the Scheme directly to interest rate risk.
The reinsurance contracts are long term arrangements,
reviewed and payable annually.
Credit risk
The Scheme is exposed to credit risk on insurance
contracts as a result of exposure to reinsurers. The credit
risk to reinsurers is managed through the Scheme
regularly monitoring the financial rating of the reinsurers
both prior to and during the reinsurance program.
In relation to the reinsurance and other receivables
disclosed in note 12, the credit risk exposure is equal to
the undiscounted aggregate value of claims. As at 30
June 2015 this amounted to $13.82 million (30 June 2014
$14.86 million).

5 Revenue
(a) Member contributions
2015

2014

$

$

Gross earned member contributions

13,879,573

13,644,702

Rebate to members

(3,156,025)

(3,156,025)

Net member contribution revenue

10,723,548

10,488,677

2015

2014

$

$

37,955

71,649

2,727

6,469

320,953

428,663

Reinsurance recoveries revenue - undiscounted

32,484

2,454,574

Total reinsurance and other recoveries revenue

394,119

2,961,355

(b) Reinsurance and other recoveries revenue

Recoveries Received
Reinsurer Default - Expense
Future Interest Recovery-Stoploss Provision

24

6 Operating Surplus
(a) Breakdown of expenses by nature
2015

2014

$

$

Actuarial fees

24,699

51,589

Auditors fees

27,500

51,750

579

339

425,404

415,499

Legal fees

46,108

47,785

Other expenses

31,309

69,118

Rent

95,240

97,592

1,424,837

1,455,370

Operating surplus has been arrived at after charging the
following items

Bank fees
LGA Management fee

Risk management
Sponsorships and awards

60,404

53,085

Development fund

122,400

210,650

Audit risk (Airport)

82,250

79,934

2,340,730

2,532,711

(b) Net claims expense
Direct business
Current period claims relate to risk borne in the current financial year. Prior period amounts relate to a reassessment of the risks
borne in all previous financial years.
Current year
$

2015
Prior years
$

Total

Gross claims and related expenses - undiscounted

2,534,587

(2,403,795)

130,792

Gross claims and related expenses - discount

(140,357)

477,181

336,824

Gross claims and related expenses - discounted

2,394,230

(1,926,614)

467,616

(2,006,220)

1,933,054

(73,166)

132,804

(453,757)

(320,953)

(1,873,416)

1,479,297

(394,119)

520,814

(447,317)

73,497

$

Gross claims expense

Reinsurance and other recoveries revenue
Reinsurance and other recoveries revenue - undiscounted
Reinsurance and other recoveries revenue - discount
Reinsurance and other recoveries - discounted
Net claims incurred
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Current year
$

2014
Prior years
$

Total
$

Gross claims and related expenses - undiscounted

5,157,573

(2,452,509)

2,705,064

Gross claims and related expenses - discount

(376,892)

1,027,036

650,144

Gross claims and related expenses - discounted

4,780,681

(1,425,473)

3,355,208

(4,526,525)

1,993,833

(2,532,692)

361,585

(790,248)

(428,663)

(4,164,940)

1,203,585

(2,961,355)

615,741

(221,888)

393,853

Gross claims expense

Reinsurance and other recoveries revenue
Reinsurance and other recoveries revenue - undiscounted
Reinsurance and other recoveries revenue - discount
Reinsurance and other recoveries - discounted
Net claims incurred

7 Liability adequacy test
The liability adequacy test conducted by the Actuary has identified a surplus.
The liability adequacy test identified the central estimate of the present value of future cash flows for future claims to be
$3,828,000 with an additional component of present value of expected future cash flows in relation to to risk margin, net
of reinsurance, to be $25,000.
In performing this test a risk margin of 25% was used to secure a 75% probability of adequacy. The probability of adequacy
for the outstanding claims liability is set at a level that is appropriate and sustainable to cover the Scheme’s claims
obligations after having regard to the prevailing market environment and prudent industry practice.

8 Auditors’ remuneration
2015

2014

$

$

Auditors Fee

27,500

51,750

Total

27,500

51,750

2015

2014

$

$

Audit Services

9 Cash and cash equivalents
Cash at bank and on hand
Term investments less than 3 months to maturity
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369,462

341,239

2,222,239

3,344,983

2,591,701

3,686,222

10 Trade and other receivables
Member contribution receivables
GST receivable
Accrued income
Total receivables

2015

2014

$

$

12,006,382

11,791,946

30,926

81,680

242,949

258,069

12,280,257

12,131,695

None of the current receivables are impaired or past due but not impaired. Due to the short term nature of those receivables,
their carrying value is assumed to approximate their fair value. All receivables are denominated in AUD. Information
concerning the financial risk management of both current and non current receivables is set out in note 20.

11 Financial assets at fair value through profit or loss
Investments comprise deposits at call and deposits for terms with varying maturity dates at market rates with the Local
Government Finance Authority of South Australia (LGFA). Investments are initially brought into account at cost and
subsequently remeasured to fair value through the profit and loss.
Fair value hierarchy
This section explains the judgements and estimates made in determining the fair values of the financials instruments that
are recognised and measured at fair value in the financials statements. To provide an indication about the reliability of the
inputs used in determining fair value, the group has classified its financial instruments into three levels prescribed under the
accounting standards. An explanation of each level follows underneath the table.
Fair value hierarchy table
Level 1

Level 2

Level 3

Total

Term Deposit

-

28,136,772

-

28,136,772

Total

-

28,136,772

-

28,136,772

Level 1

Level 2

Level 3

Total

Term Deposit

-

27,123,654

-

27,123,654

Total

-

27,123,654

-

27,123,654

At 30 June 2015
Recurring fair value measurements
Financial assets

At 30 June 2014
Recurring fair value measurements
Financial assets
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There were no transfers between levels 1 & 2 for recurring fair value measurements during the year. The Scheme’s policy is to
recognise transfers into and transfers out of fair value hierarchy levels as at the end of the reporting period.
Level 1 :

The fair value of financial instruments traded in active markets ( such as publicly traded derivatives and trading
and available-for -sale securities) is based on quoted market prices at the end of the reporting period. The quoted
market price used for financial assets held by the group is the current bid price.
These instruments are included in level 1.

Level 2:

The fair value of financial instruments that are not traded in an active markets ( for example over-the counter
derivatives) is determined using valuation techniques which maximise the use of observable market data and rely
as little as possible on entity - specific estimates. If all significant inputs required to fair value an instrument are
observable, the instrument is included in level 2.

Level 3: 		

If one or more of the significant inputs is not based on observable market data, the instrument is included in level
3. This is the case for unlisted equity securities.

Valuation techniques used to determine fair values
Specific valuation techniques used to value financial instruments include:
• The fair value of term deposits is calculated as the present value of the estimated future cash flows based on observable
government bond rate.
All of the resulting fair vale estimates are included in level 2.

12 Reinsurance and other recoveries receivable
2015

2014

$

$

49,658

163,192

Reinsurance recoveries receivable

2,786,266

2,615,526

Discount to present value

(173,751)

(229,348)

Reinsurer default provision

(16,549)

(15,033)

2,645,624

2,534,337

Reinsurance recoveries receivable

7,277,352

8,201,543

Discount to present value

(453,815)

(719,171)

(42,987)

(47,140)

6,780,550

7,435,232

Current
Reinsurance recoveries on paid claims

Non - current

Reinsurance default provision
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13 Payables
2015

2014

$
Accrued expenses
GST on contributions
Total

134,914

363,845

1,091,489

1,214,542

1,226,403

1,578,387

2015

2014

14 Outstanding claims liability
Central Estimate (A)
Discount to present value
Claims handling cost (B)
Risk margin (C)

$

$

12,959,982

13,921,275

(642,813)

(979,637)

12,317,169

12,941,638

116,403

139,780

12,433,572

13,081,418

749,380

803,217

Gross outstanding claims liability

13,182,952

13,884,635

Gross claims incurred - undiscounted (A + B + C)

13,825,765

14,864,272

Current
Non - current
Total

2,725,934

2,539,486

10,457,018

11,345,149

13,182,952

13,884,635

14 Outstanding claims liability
Risk Margin
Process used to determine the risk margin
The risk margin is an additional allowance for uncertainty in the ultimate cost of claims. The Overview Committee determines the
overall margin adopted after considering the uncertainty in the portfolio, industry trends and the Scheme’s risk appreciation.
To determine the margin adopted the Actuary concluded that a risk margin of 25% (2014 : 25%) of net outstanding claims
would be reasonable and consider this appropriate given the relatively higher volatility of older accident years and the greater
proportional uncertainty that arises from a highly reinsured portfolio.
The risk margin is added to the central estimate of net outstanding claims liability reduced by the appropriate reinsurance
recoveries provided.
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Reconciliation of movement in discounted outstanding claims liability
2015
Gross
Balance at 1 July
Current year claims incurred
Previous years claims incurred
Incurred claims in income statement

Recoveries

Net

$

$

$

13,884,635

(9,969,566)

3,915,069

2,394,230

(1,873,416)

520,814

(1,926,614)

1,479,297

(447,317)

467,616

(394,119)

73,497

All claims paid during the year

(1,169,299)

937,513

(231,786)

Balance at 30th June

13,182,952

(9,426,172)

3,756,780
2014

Gross

Recoveries

Net

$

$

$

14,580,329

(11,019,529)

3,560,800

4,780,681

(4,164,940)

615,741

(1,425,473)

1,203,585

(221,888)

3,355,208

(2,961,355)

393,853

All claims paid during the year

(4,050,902)

4,011,318

(39,584)

Balance at 30th June

13,884,635

(9,969,566)

3,915,069

Balance at 1 July
Current year claims incurred
Previous years claims incurred
Incurred claims in income statement

Claims development
Claims development tables are disclosed in order to put the claims estimates included in the financial statements
into a context, allowing comparison of those claims estimates with the claims results seen in previous years. In
effect, the table highlights the Scheme’s ability to provide an estimate of the total value of claims. The top part of
the table provides a review of current estimates of cumulative claims and demonstrates how the estimated claims
have changed at subsequent reporting or accidents year-ends. The lower part of the table provides a
reconciliation of the total reserve included in the balance sheet and the estimates of cumulative claims.
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Claims development table 2015

Gross
Accident year

2011

2012

2013

2014

2015

Total

$

$

$

$

$

$

At accident year

5,197,058

5,178,288

3,500,420

5,080,920

2,481,213

-

One year later

4,624,912

2,878,805

1,980,299

3,637,569

-

-

Two years later

2,647,166

2,360,221

1,477,234

-

-

-

Three years later

2,049,020

1,970,813

-

-

-

-

Four years later

1,719,832

-

-

-

-

-

Current estimate of cumulative claims cost

1,719,832

1,970,813

1,477,234

3,637,569

2,481,213

11,286,661

(1,306,551)

(1,027,027)

(371,185)

(1,195,514)

(218,062)

(4,118,339)

413,281

943,786

1,106,049

2,442,055

2,263,151

7,168,322

Estimate of ultimate claim costs

Cumulative payments
Outstanding claims - undiscounted
Discount

(424,657)

Claims handling expenses

116,426

2010 and prior

6,322,861

Total gross outstanding claims per statement
of financial position

13,182,952

Net
Accident year
Estimate of ultimate claim costs

2011

2012

2013

2014

2015

Total

$

$

$

$

$

$

At end of accident year

487,406

690,218

468,765

554,395

474,992

-

One year later

413,597

355,708

190,625

273,554

-

-

Two years later

372,902

379,303

182,012

-

-

-

Three years later

362,449

345,297

-

-

-

-

Four years later

346,247

-

-

-

-

-

Current estimate of cumulative claims cost
Cumulative payments
Outstanding claims - undiscounted

346,247

354,297

182,012

273,554

474,992

1,631,102

(342,357)

(360,240)

(167,630)

(239,172)

(162,443)

(1,271,842)

3,890

(5,943)

14,382

34,382

312,549

359,260

Discount

(12,478)

Claims handling expenses

116,427

2010 and prior

3,293,571

Total net outstanding claims per statement
of financial position

3,756,780
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14 Outstanding claims liability
Claims devepoment table 2014

Gross
Accident year

2010

2011

2012

2013

2014

Total

$

$

$

$

$

$

At accident year

4,260,154

5,197,058

5,148,288

3,500,420

5,080,920

-

One year later

3,191,519

4,624,912

2,878,805

1,980,299

-

-

Two years later

3,445,755

2,647,166

2,360,221

-

-

-

Three years later

2,376,361

2,049,020

-

-

-

-

Four years later

2,464,360

-

-

-

-

-

Current estimate of cumulative claims cost

2,464,360

2,049,020

2,360,221

1,980,299

5,080,920

13,934,819

(1,268,976)

(1,172,063)

(884,080)

(294,565)

(970,749)

4,590,432

1,195,384

876,957

1,476,141

1,685,734

4,110,171

9,344,387

Estimate of ultimate claim costs
Development year

Cumulative payments
Outstanding claims - undiscounted
Discount

(793,778)

Claims handling expenses

139,779

2009 and prior

5,194,247

Total gross outstanding claims per statement
of financial position

13,884,635

Net
Accident year

2010

2011

2012

2013

2014

Total

$

$

$

$

$

$

At end of accident year

255,301

487,406

690,218

468,765

554,395

-

One year later

344,467

413,597

355,708

190,625

-

-

Two years later

279,589

372,902

379,303

-

-

-

Three years later

176,826

362,448

-

-

-

-

Four years later

251,071

-

-

-

-

-

Current estimate of cumulative claims cost

251,071

362,448

379,303

190,625

554,395

1,737,842

(261,256)

(362,905)

(288,988)

(168,274)

(152,419)

(1,233,842)

(10,185)

(457)

90,315

22,351

401,976

Estimate of ultimate claim costs

Cumulative payments
Outstanding claims - undiscounted

504,000

Discount

(23,769)

Claims handling expenses

139,779

2009 and prior

3,295,059

Total net outstanding claims per statement
of financial position

3,915,069
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15 Unearned members’ contribution liability
2015

2014

$

$

Unearned members’ contribution liability as 1 July

10,723,548

10,488,677

Members’ contribution written in the period

10,914,893

10,723,548

(10,723,548)

(10,488,677)

10,914,893

10,723,548

Earning of members’ contribution during the period

16 Cash flow information
(a) Reconciliation of net cash provided by operating activities to net surplus
2015
Net Surplus from ordinary activities
Fair value (losses)/gains on investments at fair value through
profit or loss

2014

$

$

1,886,084

864,740

(13,118)

101,546

(148,562)

(201,141)

Change in operating assets and liabilities:
(Increase) in receivables
Decrease in reinsurance and other recoveries
(Decrease)/increase in payables
Increase in unearned member contributions
(Decrease) in outstanding claims liability
Net cash inflow from operating activities

543,393

1,049,962

(351,982)

491,565

191,346

234,871

(701,682)

(695,697)

1,405,479

1,845,846

17 Key management personnel disclosure
The Local Government Association of South Australia and Jardine Lloyd Thompson Pty Ltd, the Scheme Manager, have
entered into a Joint Venture and have contemporaneously executed a Joint Venture Management Agreement dated 1 July
2001 and a Joint Venture Operations Agreement dated 1 July 2001.
The agreements state that both parties have agreed to co-operate together as joint venturers in respect only of the
management and operation of the Scheme. Jardine Lloyd Thompson Pty Ltd will continue to manage and operate the
Scheme in accordance with the Operations Agreement and any relevant legislation.
Jardine Lloyd Thompson Pty Ltd supplies all services to the Scheme.
Transactions with key management personnel
There are no employees of the Scheme. Key management personnel are remunerated by Jardine Lloyd Thompson Pty Ltd
(the Scheme Manager).
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18 Related party disclosures
The Local Government Association of South Australia is the immediate parent entity Common controlled entities are Local
Government Association Workers Compensation Scheme Other related parties Jardine Lloyd Thompson Pty Ltd as Insurance
Broker Local Government Finance Authority of South Australia Jardine Lloyd Thompson Pty Ltd as Scheme Manager
South Australian Government Financing Authority
(a) Related party transactions
All transactions were made on commercial terms and conditions and at market rates.

Investment income

2015

2014

$

$

1,112,135

1,097,854

1,195,814

1,169,546

425,404

415,499

6,137,720

6,301,589

215,793

215,793

95,240

97,592

1,417,500

1,334,075

82,250

79,934

-

50,000

-

100,000

2015

2014

Local Government Finance Authority of South Australia
Management fee
Jardine Lloyd Thompson Pty Ltd as Scheme Manager
Local Government Association of South Australia
Outward reinsurance premium
Jardine Lloyd Thompson Pty Ltd as Insurance Brokers
South Australian Government Financing Authority
Rent
Local Government Association of South Australia
Risk management fees
Jardine Lloyd Thompson Pty Ltd as Scheme Manager
Risk audit fee - airport
Jardine Lloyd Thompson Pty Ltd as Scheme Manager
Rail interface risk assessment program
Jardine Lloyd Thompson Pty Ltd as Scheme Manager
Local disaster management plan
Jardine Lloyd Thompson Pty Ltd as Scheme Manager

(b) Receivables

Accrued interest

$

$

242,949

258,069

30,222,239

30,344,983

132,418

132,420

Local Government Finance Authority of South Australia
Investment in face value
Local Government Finance Authority of South Australia
Prepayments
South Australian Government Financing Authority
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19 Segment reporting
The Scheme has applied AASB 8 Operating Segments from 1 July 2009. AASB 8 requires a ‘management approach’ under
which segment information is presented on the same basis as that used for internal reporting purposes. The chief operating
decision makers have been identified as the Board of directors. The Scheme operates in one segment, being civil liability
cover and the management of associated claims for Local Government solely with in South Australia.

20 Financial risk management
The Scheme’s activities expose it to a variety of financial risks, market risk (interest rate risk), and credit risk. The Scheme’s
overall risk management program focuses on the unpredictability of financial markets and seeks to minimise potential
adverse effect on the financial performance of the Scheme.
(a) Interest rate risk
(i) Interest rate risk exposures
The Scheme’s main interest rate risk arises from financial assets at fair value through profit and loss account and short term
deposits with banks. Investments at variable rates expose the Scheme to cash flow interest rate risk.
Investments at fixed rates expose the Scheme to fair value interest rate risk. All investments are held with Local Government
Finance Authority. The Scheme has no formal policy in respect of the percentage of investments at fixed rates. Investments
at fixed rates are made as and when opportunities arise.
2015

Fixed interest maturing in:
Floating
interest
rate $

1 year or less

369,462

-

$

Over 1 to 2
years

Over 2 to 3
years

Over 3 to 4
years

Non -interest
bearing$

Total

$

$

$

-

-

-

-

369,462

$

Financial assets
Cash
Short term deposits

-

2,222,239

-

-

-

-

2,222,239

Investments

-

17,003,069

11,133,703

-

-

-

28,136,772

Member contributions

-

-

-

-

-

12,006,382

12,006,382

369,462

19,225,308

11,133,703

-

-

12,006,382

42,734,855

0.10

2.00

2.00

Floating
interest
rate $

1 year or less

Over 1 to 2
years

Over 2 to 3
years

Over 3 to 4 Non - interest
years
bearing $

Total

$

$

$

241,239

-

-

-

-

Total
Weighted average interest
rate %

2014

Fixed interest maturing in:
$

$

Financial assets
Cash

-

241,239

Short term deposits

-

3,344,983

-

-

-

-

3,344,983

Investments

-

27,123,654

-

-

-

-

27,123,654

Member contributions

-

-

-

-

-

11,791,947

11,791,947

241,239

30,468,637

-

-

-

11,791,947

42,501,823

0.10

3.33

2.46

Total
Weighted average interest
rate %
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(b) Credit risk
Credit risk arises from cash and cash equivalents, deposits with banks and financial institutions, as well as credit exposures to
member contribution.
For banks and financial institutions only those parties with a minimum of ‘A’ rating are accepted. The Scheme invoices
members contributions only in advance to manage its credit risk. Due to the nature of the Scheme activities members are
required to pay their contribution in a timely manner.
The average credit rating of the Scheme’s reinsurance companies is ‘A’. However, the Scheme does recognise that there may
be the likelihood of a reinsurance company failing to meet its obligations. A reinsurer default provision has been raised to
cover this.
(c) Fair value estimation
The fair value of financial assets and financial liabilities must be estimated for recognition and measurement or for disclosure
purposes.
Please refer to note 1(i) for details of fair value estimation of financial assets and financial liabilities.
Investments at fair value through profit and loss are recorded at amounts based on valuation using rates of
interest equivalent to the yields obtainable on comparable investments at balance date.
Interest rate risk exposures
The following table summarises the sensitivity of the Investment at fair value through profit and loss.
30 June 2015
Carrying Amount
AUD $

Profit impact of -1%
change in interest
rate $

Profit impact of +1%
change in interest
rate $

369,462

(3,695)

3,695

2,222,239

(22,222)

22,222

Non current investments

17,003,069

(170,031)

170,031

Total

19,594,770

(195,948)

195,948

Carrying Amount
AUD $

Profit impact of -1%
change in interest
rate $

Profit impact on +1%
change in interest
rate $

241,239

(2,412)

2,412

3,344,983

(33,450)

33,450

Investments

27,123,654

(271,237)

271,237

Total

30,709,876

(307,099)

307,099

Financial Assets
Cash
Short term deposits

30 June 2014

Financial Assets
Cash
Short term deposits
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21 Events occurring after the balance sheet date
No significant events have occurred since balance date that would impact on the financial position of the Scheme
disclosed in the balance sheet as at 30 June 2015 or on the results and cash flows of the Scheme for the year ended on that
date.

22 Board members’ declaration
In the members’ opinion
The financial statements and notes set out on pages 1 to 27 are in accordance with the Scheme Rules effective
from 30 June 2002, including.
(i) complying with Accounting Standards, the Scheme Rules effective from 30 June 2002; and
(ii) giving a true and fair view of the scheme’s financial position as at 30 June 2015 and of its performance
for the financial year ended on that date; and
(iii) there are reasonable grounds to believe that the scheme will be able to pay its debts as and when they become due
and payable.
Note 1(a) confirms that the financial statements also comply with International Financial Reporting Standards as
issued by the International Accounting Standards Board.
This declaration is made in accordance with a resolution of members on 24 September 2015.

John Ross 					Gary Okely
Chairman 					Fund Manager
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Auditor’s Report

Independent auditor’s report to the Board members of Local
Government Association Mutual Liability Scheme
Report on the financial report
We have audited the accompanying financial report of Local Government Association Mutual Liability
Scheme (the Scheme), which comprises the statement of financial position as at 30 June 2015, the
statement of comprehensive income, statement of changes in total accumulated funds and statement
of cash flows for the year ended on that date, a summary of significant accounting policies, other
explanatory notes and the Board members’ declaration.

Board members’ responsibility for the financial report
The Board members of the Scheme are responsible for the preparation of the financial report that gives
a true and fair view in accordance with Australian Accounting Standards and for such internal control
as the Board members of the Scheme determine is necessary to enable the preparation of the financial
report that is free from material misstatement, whether due to fraud or error. In Note 1, the Board
members of the Scheme also state, in accordance with Accounting Standard AASB 101 Presentation of
Financial Statements, that the financial statements comply with International Financial Reporting
Standards.

Auditor’s responsibility
Our responsibility is to express an opinion on the financial report based on our audit. We conducted
our audit in accordance with Australian Auditing Standards. Those standards require that we comply
with relevant ethical requirements relating to audit engagements and plan and perform the audit to
obtain reasonable assurance whether the financial report is free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial report. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial report, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial report in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by the Board members of the
Scheme, as well as evaluating the overall presentation of the financial report.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
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Auditor’s opinion
In our opinion:
(a)

(b)

the financial report of Local Government Association Mutual Liability Scheme:
(i)

gives a true and fair view of the Scheme's financial position as at 30 June 2015 and of its
performance for the year ended on that date; and

(ii)

complies with Australian Accounting Standards (including the Australian Accounting
Interpretations).

the Scheme's financial report also complies with International Financial Reporting Standards as
disclosed in Note 1.

PricewaterhouseCoopers

Kevin Reid
Partner

Adelaide
24 September 2015
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1. 1. Operation of Rules

by LGA for and on behalf of Members to
satisfy and manage the Claims admitted to
indemnity in the amount determined from
time to time by LGA.

These Rules operate from 4.00pm on 30th June 2002.

2. Definitions
In these Rules, the following words have the meanings
given to them:
2.1
‘Board’ means the Board of Management
appointed by LGA inaccordance with these
Rules.
2.2

‘Civil Liability’ means any liability not being
criminal resulting from an obligation,
function, power or duty of a Member arising
under law.

2.3

‘Claim’ means any claim for civil liability
made upon a Member during the term of
this Mutual Scheme.

2.4

‘Eligible Body’ means:

2.7

‘Manager’ means the manager appointed in
accordance with Part 1 of Schedule 1 to the
Local Government Act 1999 and these Rules.

2.8

‘Member’ means an eligible body admitted
at the discretion of LGA to membership of
the Mutual Scheme.

2.9

‘Mutual Scheme’ means The Local
Government Association Mutual Liability
Scheme conducted pursuant to Schedule
1 of the Local Government Act, 1999 and in
accordance with these Rules.

2.10

‘Ordinary Resolution’ means a resolution
passed with the majority of the votes of all
persons present and entitled to vote at the
meeting at which the resolution is put.

2.11

‘Pooled Cover’ means the discretionary
indemnity cover provided from the Fund to
satisfy and manage the Claims admitted to
indemnity in the amount determined from
time to time by LGA.

2.12

‘Special Resolution’ means a resolution
passed with the unanimous vote of all
persons present and entitled to vote at the
meeting at which the resolution is put.

2.4.1 Local Government Association of South
Australia (LGA);
2.4.2

The Local Government Finance
Authority of South Australia;

2.4.3 Local Government Superannuation
Board;
2.4.4 Council Purchasing Authority Pty Ltd;
2.4.5 All Councils and subsidiaries
constituted pursuant to the provisions
of the Local Government Act, 1999;
2.4.6 Any other body so prescribed by the
provisions of the Local Government
Act, 1999;
2.4.7 Any other body admitted to
membership of the Mutual Scheme by
LGA.
2.5

‘Fund’ means the fund established and
maintained in accordance with these Rules.

2.6

‘Indemnity Cover’ means insurance or
reinsurance cover purchased or procured
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3. Delegation
3.1

LGA may delegate any power, function or
duty under these Rules to the Board subject
to such limitations and conditions as may be
determined by LGA.

3.2

LGA may revoke or amend a delegated
power, function or duty at any time.

3.3

Subject only to any limitations or conditions
in the delegation the Board in exercising
delegated power will be empowered under
these Rules as if it were LGA.

4. Objectives of the Mutual Scheme
4.1 The objectives of the Mutual Scheme are to
provide to Members of the Mutual Scheme
assistance in respect of their potential and
actual Civil Liabilities more particularly set
out in these Rules and including but not
limited to:
4.1.1 advice in respect of minimising the
occurrence and severity of all Civil
Liabilities;

the operation of the Mutual Scheme, the
Members shall be those Eligible Bodies
which have been admitted to membership
and have paid all moneys levied in respect of
their membership for that financial year.
5.5

At the discretion of LGA the benefits of
membership may be limited to defined Civil
Liability, to limited Pooled Cover, to limited
Indemnity Cover or any combination of
those matters.

5.6

Payment of a contribution by a Member shall
be evidence of the Member’s agreement to
be bound by these Rules.

6. The Board

4.1.2 assistance in the administration,
investigation, management and
resolution of all Claims;

6.1

LGA will establish a Board to administer
the Mutual Scheme in the pursuit of the
Objectives for and on behalf of LGA.

4.1.3 legal representation in respect of all
Claims; and

6.2

Membership of the Board will be for a term
of three years and Board members will be
eligible for reappointment upon expiry of
their term.

6.3

The Board will comprise:

4.1.4 financial assistance by way of
discretionary grants in respect of the
Civil Liabilities of the Members.

5. Membership
5.1

The Eligible Bodies set out in Rules 2.4.1 to
2.4.5 inclusive are automatically entitled to
membership of the Mutual Scheme.

5.2

LGA may from time to time by Special
Resolution admit to membership of the
Mutual Scheme any other Eligible Body
which makes application to LGA and agrees
to be bound by these Rules.

5.3

In exercising discretion to admit an Eligible
Body to membership of the Mutual Scheme,
LGA may take into account any matter which
it considers relevant.

5.4

In respect of each financial year during

6.3.1 Six members appointed by the State
Executive of LGA one of whom will
be appointed by the Board to be the
Presiding Member of the Board; and
6.3.2 Two members nominated by the
Government of the State of South
Australia, whose appointment will
not be unreasonably withheld, and
appointed by the State Executive of
LGA; and
6. 3.3 Two members nominated by the
Manager, whose appointment will
not be unreasonably withheld, and
appointed by the State Executive of
LGA.
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6.4

6.5

6.6

Every member of the Board may have a
deputy nominated by the member who may
attend meetings and vote in the absence
of the member and otherwise may attend
meetings at the invitation of the Board but
will not be entitled to vote.

7.1

Save for any matter which under the Rules
requires a Special Resolution, questions
arising at a meeting of the Board shall be
decided by Ordinary Resolution.

Members of the Board will be entitled to
only one vote on any matter.

6.8

Except in special circumstances approved
by LGA no payment or other valuable
consideration or any other benefit shall
be made or given out of the Fund to any
member of the Board in respect of that
person’s performance of duties as a member
of the Board or otherwise.

6.9

The Board shall report annually to LGA and
the Members on all aspects of the operation
of the Mutual Scheme for the preceding
year.

6.10

A member of the Board (including a deputy)
will incur no personal liability for an honest
act or omission in the performance or
purported performance of powers, functions
or duties of the Board.
A liability that would, but for Rule 6.10 lie
against a member of the Board, lies instead
against LGA.

LGA shall establish and maintain a Fund to
meet the Objectives and for that purpose
shall at the commencement of each financial
year levy the Members of the Mutual
Scheme a contribution to be paid into the
Fund at such levels as are determined by
LGA to meet:
7.1.1 such Claims as may be made against
any one or more of the Members
during that year to the extent of the
Pooled Cover;

Six members of the Board including one
member appointed under Clause 6.3.2 (or
the deputy attending as the case may be)
will constitute a quorum for any meeting of
the Board.

6.7

6.11

7. Fund

7.1.2 the premium payable to an 		
appropriate indemnity insurer to
provide Indmenity Cover for the
Members during that year;
7.1.3 the operating expenses of the Mutual
Scheme for that year;
7.1.4 any grants or allocations to Members
which LGA in its discretion may make;
7.1.5 an administration fee determined by
LGA from time to time and payable to
LGA for the performance by LGA of its
functions and duties under these Rules;
7.1.6 any other amount determined by LGA
to be required for the continuation of
the Mutual Scheme.
7.2

Each Claim shall be met:
7.2.1 to the extent that the Claim does not
exceed the amount of the Pooled
Cover, from the Fund;
7.2.2 to the extent that the Claim exceeds
the amount of the Pooled Cover:
7.2.2.1 to the amount of the Pooled Cover,
from the Fund;
7.2.2.2 thereafter from Indemnity Cover to the
extent of that cover;
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7.2.3 to the extent that the Claim exceeds
the amount of the Pooled Cover and
the Indemnity Cover;

8.2.3

the recommendation of the level of
Pooled Cover to be provided in any
year;

7.2.3.1 to the amount of the Pooled Cover,
from the Fund;

8.2.4 the recommendation of the level of
Indmenity Cover in any year;

7.2.3.2 to the amount of the Indemnity Cover,
to the extent of that cover; and

8.2.5 the negotiation of Indemnity Cover on
the best terms available;

7.2.3.3 the balance by the Member against
which the Claim was made.

7.3

The Members must contribute to the Fund
in the proportions determined annually by
LGA.

7.4

LGA shall administer the Fund with the
intent that upon the settlement of all Claims
made in any financial year:

8.2.6 the management of Claims made
against each Member including:
8.2.6.1 the investigation and assessment of
those Claims;
8.2.6.2 the preparation of regular reports to
LGA or the Board on the progress of Claims
and the preparation of recommendations as
to the settlement or otherwise of the Claims;

7.4.1 any surplus remaining in the Fund
attributable to that year shall be
allocated at the absolute direction of
LGA toward liabilities of the Fund for
any other year whether future or past;
and

8.2.6.3 the issue of instructions to the Mutual
Scheme’s legal advisers for advice in respect
of Claims and for assistance in the defence of
Claims;

7.4.2 any deficiency in the Fund in that year
may be met by additional contributions
levied by LGA against each Member
for that year in the proportion in which
contributions were made to the Fund
for that year.

8.2.6.5 the keeping of the accounts of the
Fund for each year;

8. Management of the Mutual Scheme
8.1

LGA shall engage a Manager upon such
terms and conditions as may be determined
by LGA.

8.2

The Manager’s duties shall be specified by
LGA from time to time and shall include:
8.2.1 the preparation of the annual operating
budget;
8.2.2 the calculation of contributions in
conjunction with actuarial advice;

8.2.6.4 the provisions of loss prevention and
risk minimisation guidelines;

8.2.6.6 the preparation of advice and
recommendations on the investment of any
moneys of the Fund not immediately required;
8.2.6.7 the preparation of regular reports to
LGA or the Board in such form as LGA or the
Board shall from time to time direct in respect
of the Fund under its administration as to:
8.2.6.7.1 Claims outstanding;
8.2.6.7.2 the assessment of liability in respect
of each outstanding Claim;
8.2.6.7.3 the ability of the Fund to meet the
assessment of liability;
8.2.6.7.4 the assessment of further
contributions required, if any;
8.2.6.7.5 the investment of the monies of the
Fund not immediately required;
8.2.6.7.6 the allocation of surplus money in
the Fund, if any.

43

Scheme Rules

8.3

The Manager shall be available at all times to
LGA, and to the Board and to any member of
the Board, or any member of any committee
of the Board or any of the Members to
answer any questions on the conduct of the
activities of the Mutual Scheme.

10.2.1 from time to time undertake an
assessment of the Members or any of
them and their activities to assist in
the determination of the proportion in
which the Members are to contribute
to the Fund in any year and may
upon the conclusion of any such
investigation direct the Members or
any of them as to the procedures to be
adopted by them to prevent losses or
to minimise Civil Liability;

9. Admission of Claim to Indemnity
LGA shall consider any Claim for which a
Member seeks indemnity from the Fund and
may in its sole and absolute discretion and
either in whole or in part and upon such
terms and conditions as LGA may consider
appropriate determine whether it will grant
indemnity for the Member from the Fund in
respect of any such Claim.

10.2.2 annually prepare the financial
statements and, where considered
necessary, report to LGA and the
Members on any items arising from
those statements;

10. Duties of the Board
10.1

10.2.3 annually determine the extent of Civil
Liabilities to be indemnified from the
Fund;

The Board shall be responsible to LGA to the
extent of delegated power and within the
ambit of its power the duties of the Board
shall be:

10.2.4 annually determine the amount of
Pooled Cover to be provided for the
Members from the Fund;

10.1.1 to achieve and implement the
Objectives of the Mutual Scheme;

10.2.5 annually determine the amount and
nature of Indemnity Cover to be
purchased for the Members from the
Fund for any term and to determine the
indemnity insurer for this purpose;

10.1.2 to ensure from a financial perspective
that the Mutual Scheme is viable;
10.1.3 to conduct its business in such manner
as is resolved by the Board from time to
time;
10.1.4 to determine whether to recommend
to LGA the admission of an Eligible
Body to membership;
10.1.5 to recommend to LGA any changes to
the Rules;
10.1.6 to review the performance and
function of the Mutual Scheme.
10.2
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The Board shall be responsible to LGA for
the financial management of the Mutual
Scheme to the extent that it shall:

10.2.6 be responsible for the assessment
of the Members to determine the
proportion in which they are to
contribute to the Fund in each year.
10.3

The Board shall consider regularly the
reports of the Manager in relation to Claims:
10.3.1 shall submit its instructions to the
Manager as to any Claim made against
the Pooled Cover; and

10.3.2 from time to time shall issue instructions to
the Manager to permit the Manager to
process those Claims.
10.4

10.5

The Board may establish such committees as
it considers necessary to be constituted by
such persons as the Board may determine to
investigate and report to the Board on any
matter relevant to the Mutual Scheme.
The Board shall upon receipt of the
recommendation of the Manager prepare
and submit to LGA in and for each year
during the term of the Mutual Scheme a
budget and a financial report which shall
deal separately with the following items:

of an additional contribution in the same
proportions as the contribution paid by each
of the Members to the Fund for that year
in order to ensure that all Claims upon the
Fund for that year are able to be met.

11. Additional Powers of LGA
11.1

LGA shall consider granting indemnity with
respect to any Civil Liability of a Member
from the Fund for a level of Pooled Cover to
be determined annually by LGA.
11.2

11.3

10.5.4 general and administrative costs to be
charged against the Fund;

10.6

The Board may at its discretion alter the
amounts to be expended in respect of the
items listed in the budget for each year
where necessary to meet the purposes of
the Mutual Scheme.

10.7

Where it becomes apparent to the Board
that for any year the Fund will be insufficient
to meet Claims payable from the Fund, the
Board must so advise LGA which may at any
time require the payment by the Members

Excess
Each member will be liable for the first
amount of any Claim to be known as the
‘Excess’ which shall be determined by LGA.
The Excess may be a differential amount
for each Member and for each Claim or a
combination of both.

10.5.3 the amounts to be allowed to provide
for the cost of arranging Indemnity
Cover

10.5.5 any grants to be made to a Member
or any other person or body for any
purpose associated with a Civil Liability
of a Member whenever arising.

Indemnity Cover
LGA shall authorise the Manager to purchase
Indemnity Cover in excess of Pooled Cover
to an amount determined by LGA from year
to year.

10.5.1 the projected income of the Fund by
way of contributions, interest or other
sources;
10.5.2 the liabilities of the Fund for estimated
Claims and Claims adjustment costs;

Pooled Cover

11.4

Limit of Exposure
Subject to admitting a Claim to Indemnity
under Clause 9 a Member’s entitlement
from the Fund shall never exceed the
Pooled Cover for each Claim. Entitlement
to claim from Indemnity Cover shall be as
contracted by LGA on behalf of all Members.
The quantum of any Claim in excess of
Indemnity Cover shall be the responsibility
of the Member.
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11.5

11.6

Defaulting Member

12. Claims Procedure

LGA may by written notice to a Member in
default of these Rules exclude that Member
from any or a defined entitlement to Pooled
Cover or Indemnity Cover.

12.1

11.7

12.1.1

any circumstance or occurrence of which
the Member shall become aware which
is likely to give rise to a Claim against the
Member for Civil Liability;

12.1.2

any receipt of notice, written or oral, from
any person of any intention to make a Claim
against the Member; and

12.1.3

any Claim made against the Member
whether the quantum of the Claim exceeds
the Excess or not.

12.2

Not admit liability

Other Insurance
A Member is not entitled to indemnity from
the Pooled Cover for any loss, damage or
liability which at the time of the happening
of such loss, damage or liability or the Claim
for such was otherwise indemnified or
insured by or would, but for the existence
of this Mutual Scheme be indemnified or
insured by any other Policy or Policies of
Insurance or otherwise except in respect
of any liability beyond the amount which
would have been payable under such other
Policy or Policies had this Mutual Scheme
not been effected.
This Rule is to be construed to exclude
Claims made with respect to professional
indemnity claims and occurrences for all
other claims, made or occurring prior to 30
June 1989.
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A Member shall as a condition precedent
to a Claim to be indemnified under these
Rules and subject to the default provisions
as a condition of continued membership
forthwith give to the Manager written notice
of each of the following:

Special Risks
LGA may by written notice to a Member
exclude the Member from any or a defined
entitlement to Pooled Cover or Indemnity
Cover with respect to a ‘special risk’ of Civil
Liability as determined by LGA.

Notice

A Member shall not admit liability for,
compromise, settle or make or promise any
payment in respect of any Claim which may
be the subject of indemnity hereunder or
incur any costs or expenses in connection
therewith without the written consent of
LGA which if it so wishes shall be entitled
to take over and conduct in the name of
the Member the defence and/or settlement
of any such claim for which purpose the
Member shall give all such information and
assistance as LGA may reasonably require.

12.3

Increase in Risk
A Member shall forthwith give to LGA
full particulars in writing of any material
increase in the risk of any Civil Liability and
shall pay such additional contribution and
shall comply with such other terms and
conditions, if any, as may be reasonably
required by LGA in respect of such Civil
Liability.

12.4

Fraudulent Claims and False Information
If a Member shall make any Claim knowing
the same to be false or fraudulent as regards
amount or otherwise or shall provide any
false information with respect to a Claim
the entitlement shall become void and all
benefits hereunder relating to that Claim
shall be forfeited.

12.5

Subrogation
Every Member seeking indemnity from the
Mutual Scheme shall by membership of the
Mutual Scheme have agreed to subrogate
to LGA its rights to investigate, defend and
resolve any Claim against the Member.

12.7

13. Contributions
13.1

Contributions for each year shall be as
determined by LGA having regard to any
matter which it determines relevant.

13.2

Contributions once paid by a Member to the
Fund shall not be recoverable in whole or in
part by the Member for any reason.

13.3

Contributions by each Member shall be
applied by LGA at its discretion toward the
accumulation of the Fund, the purchase for
and on behalf of each Member (as one of a
group of Members of the Mutual Scheme) of
Indemnity Cover in respect of Civil Liability
of each Member in excess of the level of
Pooled Cover and otherwise in furtherance
of the objectives of the Mutual Scheme.

13.4

Contributions for each Member shall be
determined by LGA from year to year and for
the purpose of determining the appropriate
contribution for each Member, the Member
shall provide LGA, the Board and the
Manager such information as is required to
determine:

Continued Support
During the continuance of any Claim against
a Member which is to be indemnified
from the Mutual Scheme the Member
shall provide the Board or the Manager
with whatever information and support
(including technical and professional
support if requested) as is requested to
enable the adequate investigation, defence
and resolution of any such Claim.

12.6

with the matter and in doing so may request
any information from the Member and may
resolve to refuse the grant, or make the grant
on such terms and conditions as it deems
appropriate.

Special Assistance

13.4.1 the history of Civil Liability claims
against the Member;
13.4.2 operating procedures of the Member
in all of its activities; and
13.4.3 any other matter requested by LGA,
the Board or the Manager.

Any Member requiring special assistance by
way of a grant or otherwise to manage any
Civil Liability may make written application
for such to LGA whereupon LGA shall deal
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13.5

Additional contributions for any year may
be levied by LGA against any Member at any
time for any of the following reasons:

14.4.1 with the Local Government Finance
Authority of South Australia;
14.4.2 in any security or investment authorised
by the Trustee Act; or

13.5.1 increasing Pooled Cover in any year;
13.5.2 purchasing additional Indemnity Cover
in any year;
13.5.3 to cover special Civil Liability risks as
determined by LGA;

14.4.3 in any security or investment authorised
by the Local Government Act, 1999 or
prescribed for the purposes of that Act.
14.5

LGA may borrow moneys for the objectives
of the Mutual Scheme and for that purpose
may secure the repayment of such loans
by granting security over the assets of the
Mutual Scheme and the Fund.

14.6

LGA, the Board and the Manager shall keep
or cause to be kept all such accounting
records for the Mutual Scheme as fully
and correctly explain the transactions and
financial position of the Mutual Scheme.

14.7

The accounting records shall be prepared
and maintained in such a manner as will
enable:

13.5.4 to cover increase in risk of Civil Liability
of a Member;
13.5.5 to compensate the Fund for the actions
of a defaulting Member;
13.5.6 any other reason determined by LGA
by Special Resolution to be a relevant
reason.
13.6

For the purposes of this Rule the certificate
of the Manager of the costs to the Fund of a
defaulting Member if accepted by LGA shall
be final and binding upon all Members.

14.7.1 true and fair accounts of the Mutual
Scheme to be prepared from time to
time; and

14. Financial Provisions
14.1

LGA shall in the name of the Mutual Scheme
open an account with a Bank of its choice.

14.2

LGA may authorise a member of the Board
and/or the Manager to operate the bank
account.

14.3

All moneys received in respect of the Mutual
Scheme shall be immediately deposited to
the credit of the bank account.

14.4
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LGA may invest any moneys received and
not immediately required to meet the
liabilities of the Mutual Scheme:

14.7.2 the accounts of the Mutual Scheme to
be conveniently and properly audited
annually.

15. Auditor
15.1

LGA shall appoint an auditor to audit the
books of account kept in respect of the
Mutual Scheme.

15.2

The Members (and the authorised
representatives of each of the Members) and
the Auditor shall be entitled at all times to
have access to the accounting and all other
records of the Mutual Scheme.

15.3

The Auditor shall audit the Mutual Scheme’s
accounting records annually during the
currency of the Mutual Scheme or more
frequently as LGA may direct.

15.4

The Auditor shall cause a written report
to be sent to LGA and the Board on the
completion of each annual audit in respect
of the accounting records of the Mutual
Scheme’ and other records relating to the
accounts prepared therefrom.

15.5

The Auditor’s report shall state whether
in the Auditor’s opinion the accounting
records aforesaid have been kept in
accordance with generally accepted
accounting principles and if the Auditor
considers that the records have not been so
kept the Auditor shall specify the reason for
not being satisfied with them.

16. Actuary
16.1

LGA shall appoint an actuary to advise LGA
on all aspects of the Mutual Scheme.

16.2

LGA will procure actuarial advice as and
when required and at least annually for the
purpose of preparing the annual budget.

16.3

The annual actuarial report will be provided
to LGA, the Board and the Manager.

17. Accumulation
LGA is permitted to accumulate and to
retain for purposes consistent with these
Rules any money or contributions from
Members in any one or more financial
year for any purpose consistent with the
objectives of the Mutual Scheme.

18. Termination of Membership
18.1

A Member may terminate membership of
the Mutual Scheme at any time by notice
in writing to that effect or by failing to pay
contributions levied by LGA within the time
prescribed and in such case the Member
shall not thereafter be entitled to any
benefits which may otherwise have been
forthcoming from the Mutual Scheme.

18.2

A Member which fails to give at least
ninety (90) days written notice of intention
to withdraw from the Mutual Scheme or
which otherwise fails to comply with time
requirements of LGA shall pay to LGA any
costs incurred by LGA, the Board or the
Manager as a result of such failure and any
costs may be recovered by LGA against the
Member as a debt.

18.3

Termination of membership of a Member
shall not vary or waive the obligations of the
continuing Members.

18.4

Termination of membership shall not
affect the withdrawing Member’s current
or subsequent obligation to make further
contributions for any year during which the
membership was current including the year
of termination.

18.5

Membership may be terminated by LGA in
the event that a Member:
18.5.1 fails to comply with the reasonable
directions of LGA, the Board or the
Manager as to the conduct of its
operations so as to minimise risk;
18.5.2 fails to allow a risk management audit
to be undertaken by the Board or the
Manager or by the Manager’s nominee;
18.5.3 fails to pay contributions within the
time prescribed by LGA:
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18.5.4 commits any breach of these Rules.
18.6

18.7

Termination of membership shall not
otherwise affect entitlement to indemnity
for any Claim already admitted to indemnity
by virtue of Rule 9 nor vary or waive the
obligations of the defaulting Member to
comply with the provisions of the Rules
in respect of any year during which the
defaulting Member was a Member of the
Mutual Scheme.
If a Member is in default in payment of
a contribution or in any other way so
that the Fund suffers any financial loss or
incurs additional expense LGA may as an
alternative to termination under Rule 18.5
require the defaulting Member to pay to
the Fund an amount to be determined by
LGA to reimburse the Fund for the loss or
additional expense.
A Certificate of the Manager specifying
the amount so payable by the defaulting
Member shall be accepted by LGA and shall
be final and binding upon the Member. The
amount in the Certificate may be recovered
against the member by LGA as a debt
payable by the defaulting Member.

18.8
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If a Member fails to comply with a direction
under Rule 18.5.1 LGA may as an alternative
to termination require the Member to pay
an additional contribution to cover the
additional risk of Civil Liability or it may
exclude that risk of Civil Liability from the
Pooled Cover and the Reinsurance Cover or
it may otherwise limit the exposure of the
Fund and the reinsurer to such Civil Liability.

18.9

Subject to compliance with the termination
procedures a defaulting Member may
have its entitlements to Pooled Cover and
Reinsurance Cover limited by the Board
under this Rule.

18.10

In any situation where membership is
terminated or limited LGA shall forthwith
provide formal notification of the fact to the
Minister responsible for Local Government
and to the Treasurer.

19. Determination of Disputes
19.1

If any dispute or difference shall arise
between any Member and LGA or any
Member and the Board or any Member and
the Manager out of or in connection with
the operations of the Mutual Scheme then
any party may give written notice of dispute
which adequately identifies and provides
details of the dispute to the other party or
parties. Notwithstanding the exitence of a
dispute the parties shall continue to perform
their respective obligations under the Rules.

19.2

Within fourteen (14) days after receiving a
notice of dispute the parties to the dispute
shall confer at least once and in good
faith to resolve the dispute or to agree on
methods of doing so. All aspects of every
such conference, except the fact of the
occurrence of the conference, shall be
privileged. If one or the other of the parties
has not made a reasonable or meaningful
attempt at a resolution within 28 days of
service of the notice of dispute, that dispute
shall be referred to arbitration.

19.3

If within a further fourteen (14) days of
the dispute being referred to arbitration,
the parties have not agreed upon an
arbitrator the dispute shall be referred
to a solicitor or barrister of the Supreme
Court of South Australia appointed for
this purpose by the President for the time
being of the Law Society of South Australia
and all proceedings shall be subject to the
provisions of the Commercial Arbitration Act
1986.

19.4

Except where the parties to a dispute
otherwise agree in writing each party shall
bear its own costs and pay one half of the
fees and expenses of the arbitration.

19.5

The decision of the Arbitrator shall be final
and binding upon the parties.

21. Term of Mutual Scheme and Termination
21.1

The Mutual Scheme will continue until it is
terminated by an Act of the Parliament of
the State of South Australia.

21.2

Upon termination of the Mutual Scheme,
unless the Parliament of the State of South
stralia determines otherwise, the Fund
remaining after satisfying all liabilities will be
paid by LGA for the benefit of the members
at that time in such manner as is determined
by LGA in its absolute discretion.

20. Amendment to Rules
20.1

These Rules may be amended at any time by
LGA.

20.2

Amendments to these Rules shall operate
prospectively and not retrospectively.

20.3

Notice of any amendment shall be given
forthwith to all Members and to the Minister
responsible for Local Government and to the
Treasurer as long as the reinsurance from the
State Government exists.
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Scheme Members

1

Adelaide City Council

23

Kangaroo Island Council

2

Adelaide Hills Council

24

District Council of Karoonda

3

Alexandrina Council

4

The Barossa Council

25

District Council of Kimba

5

District Council of Barunga West

26

Kingston District Council

6

Berri Barmera Council

27

Light Regional Council

7

City of Burnside

28

District Council of Lower

8

Campbelltown City Council

9

District Council of Ceduna

29

District Council of Loxton Waikerie

10

City of Charles Sturt

30

District Council of Mallala

11

Clare & Gilbert Valleys Council

31

City of Marion

12

District Council of Cleve

32

Mid Murray Council

13

District Council of Coober Pedy

33

City of Mitcham

14

Coorong District Council

34

District Council of Mount Barker

15

District Council of Copper Coast

35

City of Mount Gambier

16

District Council of Elliston

36

District Council of Mount Remarkable

17

The Flinders Ranges Council

37

Rural City of Murray Bridge

18

District Council of Franklin Harbour

38

Naracoorte Lucindale Council

19

Town of Gawler

39

Northern Areas Council

20

Goyder Regional Council

40

City of Norwood, Payneham

21

District Council of Grant

22

City of Holdfast Bay
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East Murray

Eyre Peninsula

& St Peters
41

City of Onkaparinga

42

District Council of Orroroo/			

61

Wakefield Regional Council

Carrieton

62

Town of Walkerville

43

District Council of Peterborough

63

Wattle Range Council

44

City of Playford

64

City of West Torrens

45

City of Port Adelaide Enfield

65

City of Whyalla

46

Port Augusta City Council

66

Wudinna District Council

47

City of Port Lincoln

67

District Council of Yankalilla

48

Port Pirie Regional Council

68

Yorke Peninsula Council

49

City of Prospect

50

Renmark Paringa Council

51

District Council of Robe

52

Municipal Council of Roxby Downs

53

City of Salisbury

54

Southern Mallee District Council

55

District Council of Streaky Bay

56

Tatiara District Council

57

City of Tea Tree Gully

58

District Council of Tumby Bay

59

City of Unley

60

City of Victor Harbor
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Prescribed Bodies

1.

Adelaide Hills Region Waste
Management Authority

10.

Local Government Managers
Australia

2.

Centennial Park Cemetery

11.

Local Government Systems Inc

3.

Eastern Health Authority

12.

4.

Eastern Waste Management
Authority

Murray Mallee Community Transport
Scheme

13.

5.

Eyre Peninsula Local Govt Association

Northern Adelaide Waste
Management Authority

6.

Fleurieu Regional Waste Authority

14.

Nuriootpa Centennial Park Authority

7.

Local Government Association Of Sa

15.

8.

Local Government Corporate
Services

South East Local Government
Association

16.

9.

Local Government Finance Authority

Southern Region Waste Management
Authority

17.

Council Solutions Regional Authority
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LGAMLS Staff

Legal Panel

Robyn Daly - Scheme Manager
Victor Di Maria – Manager, Risk
Jenny McFeat – Risk & Project Officer
Cameron Wood – Claims Consultant
Marie Girolamo - Claims Consultant

Joanne Cliff, In-house Legal
Mouldens Solicitors

Regional Risk Services
Rob Castle
Adelaide Hills, Barossa, Coober Pedy,
Light Regional, Orroroo/Carrieton, Peterborough
Heather Caudle
Clare & Gilbert Valleys, Goyder, Port Pirie Regional,
Mount Remarkable, Northern Areas, Roxby Downs
Angie-Marie Fuss
Barunga West, Copper Coast, Gawler, Mallala,
Wakefield Regional, Yorke Peninsula
David Jaunay
Berri Barmera, Karoonda East Murray, Loxton
Waikerie, Mid Murray, Renmark Paringa,
Southern Mallee
Neal Fallon & Andy McDonald
Coorong, Grant, Kingston, Mt Gambier, Naracoorte
Lucindale, Robe, Tatiara
Julie Beaton & Jo Calliss
Cleve, Flinders Ranges, Franklin Harbour, Kimba,
Port Augusta, Whyalla, Wudinna, Ceduna, Elliston,
Lower Eyre Peninsula, Port Lincoln, Streaky Bay,
Tumby Bay

Will Duddy, Claire Victory
Duddy Shopov Lawyers
Kevin Gilchrist, Amanda Adamson
Gilchrist Connell
Chris Wellington, Melanie Burton, Kate Henning
Wallmans Lawyers
Andrew Harris QC, Special Counsel
Jeffcott Chambers
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T (08) 8235 6444
F (08) 8235 6448

1st Floor, 148 Frome St,
Adelaide SA 5000
GPO Box 1693,
Adelaide SA 5001
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