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If you experience injuries as a 
result of a car accident, the 
financial, social and emotional 
impacts can be significant.  
That’s why we have had a 
Compulsory Third Party (CTP) 
insurance scheme since 1942. 
In NSW, the CTP scheme is no longer 
effectively meeting the needs of drivers or 
injured people. The scheme is complex and 
is also facing challenges caused by a 
significant increase in claims frequency, 
including an increase in fraudulent and 
exaggerated claims. The scheme has not 
undergone major reform since 1999, and 
since then transportation options (and 
technology) have evolved significantly. 
It is clearly time for change. This brochure 
outlines IAG’s vision for a fair, efficient and 
affordable personal injury scheme that will 
meet the needs of the NSW community for 
many years to come.

To hear Anthony Justice, Chief Executive 
of IAG’s Australian Consumer Division talk 
about how IAG believes CTP reform can 
help make your world a safer place, visit: 
https://youtu.be/6y0Zr84LepQ

Challenges of the current 
CTP scheme
Making a claim is difficult

To make a claim, injured people must first 
determine who was at fault in the accident and 
then identify that person’s insurer. This process 
can be slow and, in our experience can lead 
people to seek legal assistance to make a claim.

Premiums are expensive

NSW drivers pay more for this compulsory 
insurance than any other state, yet benefits 
can be unpredictable and do not always 
provide adequate support for those who 
need it most. 

‘Fault’ is used to determine access to benefits 

As well as delaying claims, this means some 
injured people receive very little benefit or 
support because the accident is found to be 
their fault – even if other factors are involved 
which were outside of their control.

It’s prone to unpredictable claims costs

Uncertainty around the costs of claims has 
resulted in significant proportions of the CTP 
premium going towards legal and investigation 
costs and insurer profits. Currently, just 45 cents 
in the premium dollar goes to the injured person. 

A first party, no-fault scheme will provide simpler, fairer access to benefits for 
all road users. The inclusion of defined benefits for all people who are injured, 
and access to common law benefits for those with serious injuries who are not 
at fault, will provide immediate support for all, long-term support for those 
who need it most, as well as affordable protection for all NSW drivers.
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It will not meet the future needs of drivers 
and other road users

The current CTP scheme was not designed 
to accommodate the recent developments 
we have seen in vehicle use and design, like 
car and ride sharing and driverless vehicles. 
The scheme needs to consider these 
developments and be flexible enough to 
accommodate further advances in technology 
and changes in the way vehicles are used. 

A shift in purpose

The primary purpose of CTP was originally 
to protect drivers from personal liability if 
they caused injury to another person. But 
today, it’s also important to prioritise injury 
recovery support for people injured in motor 
vehicle accidents.

There is an opportunity to shift our culture from 
compensation to recovery support for all injured 
people, and to provide a greater proportion of 
benefits to those most seriously injured.

The solution
Our proposed model is a first party, 
no-fault scheme with defined benefits for 
all1 who are injured and access to common 
law benefits for those with serious injuries 
who are not at fault. 

• First party – claims can be made through 
an injured person’s own insurance provider 
(see diagram on page 3). 

• No-fault – all injured people will receive 
immediate support if they need it.

• Defined benefits – enables fast access to 
specified benefits to help injured people 
pay for treatment and medical expenses, 
and to get back to their normal activities 
(such as work) as soon as possible. 

• Common law access – people with 
serious injuries, who are not at fault can 
access a lump sum payment to cover 
future economic loss, medical treatment, 
permanent impairment and care. 

Those with catastrophic injuries, regardless of 
fault, still have access to the Lifetime Care & 
Support Scheme in NSW for all their care and 
support needs. 

Legal representation is part of any personal 
injury scheme. However, to ensure the 
efficiency and affordability of the scheme, 
and that the majority of the compensation 
dollar goes to the injured person, there must 
be limits and caps on legal expenses.

1. IAG believes that current statutory protection (which precludes 
a person who has committed a serious offence and whose conduct 
contributed materially to their injury from accessing treatment 
expenses and lost earnings) should be retained.
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Almost immediately contact your own 
insurer and lodge a property damage 
claim and notify them of any people 
injured in your car.

Identify the insurer for the at-fault vehicle.

Contact the Claims Advisory Service if 
the identity of the insurer at fault was not 

provided by the at-fault party.

Separate notification to CTP 
and property damage insurers.

Each individual is required to 
lodge a claim.

Reasonable and necessary 
treatment provided.

Limited wage loss support available 
until the resolution of the claim.

It can be up to three months before a 
decision as to who was at fault is made.

Complex

Insurer contacts injured person and  
assists in claim lodgement.

Simple
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Determining who is at fault

Reasonable and necessary treatment 
commences immediately as well as 
support for earners. 

Third Party 
Current scheme

First Party 
No fault- 
Defined Benefits 

The injured person 
would receive 
treatment and 
return to work 
support almost 
immediately…
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Potential impact
of the new scheme

Potential impact of the new scheme

First Party
A first party scheme will:
• Make the claims lodgement experience easier
• Provide customers with freedom to choose 

which insurer will manage any personal 
injury claim they (or their family) may 
need to make

• Encourage better customer service that 
supports injured people in their recovery

• Potentially allow insurers to price premi-
ums according to driver and vehicle risk

Under Current Scheme

Mia’s benefits are limited to $5,000 because 
she is ‘at fault’. 

Craig had to wait three months for the insurer 
to determine liability. This delayed Craig’s 
access to medical care and rehabilitation. 

Delayed or limited access to treatment can result 
in poorer outcomes and longer recovery times.

Mia, a P-plater, swerved to avoid a cat crossing the road and hit an oncoming car 
that was driven by Craig. Both Mia and Craig suffered injuries in the accident.

Case 
study 

1

Under 
Proposed Scheme

Mia and Craig could both make a 
claim with their own CTP insurers, 

and lodge their claim within 
days of the accident. 

This would result in earlier 
access to treatment for 

both Mia and Craig.
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No-Fault
Removing fault for access to early benefits will:
• Cover a greater proportion of injured people 
• Reduce the time it takes to process a claim 
• Provide earlier access to treatment
• Create a more efficient and cost 

effective scheme
• Increase the scheme’s flexibility in 

addressing technological advances

Under Current Scheme

Mia’s benefits are limited to $5,000 even though 
her medical expenses exceed $30,000, because 
she is ‘at fault’. 

She is not eligible for the Lifetime Care & 
Support Scheme because her injuries are 
not defined as catastrophic.

Defined Benefits
A defined benefits scheme will:
• Provide injured people with access to early 

and regular payments, so they can continue 
to meet day-to-day expenses 

• Rationalise claims costs to benefit a greater 
number of injured people

• Encourage those who are employed at the 
time of accident to return to work, as pay-
ments are available only for a specified time

Under Current Scheme

Craig worked as a building contractor. As a 
result of his injuries, he was unable to earn 
any income during the three months it took to 
assess fault, and had to put all expenses on his 
credit card, resulting in a large personal debt 
and interest costs. 

Mia was also unable to work at her casual job 
for one month.

Under 
Proposed Scheme

Mia would be eligible for 
 defined benefits to help her 

pay all necessary medical 
costs, so she can recover 

sooner and get back 
to her normal life.

Under 
Proposed Scheme

Both Craig and Mia would 
have access to defined benefits 

quickly, for a specific period, 
giving them both confidence 
that they could meet living 
expenses while recovering 

from the accident.

Potential impact
of the new scheme
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Common Law

Retaining access to common law damages 
for those not at fault will:
• Recognise that an individual’s recovery 

from serious injuries is a unique experience

• Provide those most seriously injured 
through an accident that was not their 
fault with access to long term financial 
support, tailored to their injuries

• Increase the proportion of benefits 
provided to the most seriously injured 
road users

Under Current Scheme

Until fault is determined and the claim is 
settled, Kate cannot receive any payments 
for wage loss. 

This delay in determining fault impacts on her 
ability to access medical care, and combined 
with the stress involved in the investigation 
and legal disputes, hampers her recovery. 

She is unable to return to work until she finds 
a new, lower paid role three years later. 

Eventually, Kate’s injuries are assessed as meeting 
the whole person impairment threshold2. 

Her claim is settled after 5 years and includes 
compensation for wage loss, treatment, 
permanent impairment and care.

Kate was in the front passenger seat when the car she was travelling in hit a truck 
head-on while crossing a narrow bridge. She suffered serious injuries, and was in 
hospital for more than six weeks. Her husband had to take time off work to look 
after their two young children while she recovered. 

Case 
study 

2

2. Whole person impairment is a percentage, based on the extent to which 
an injury permanently impairs the injured person as a whole person. It is 
an objective method of assessment which has been effectively used since 
it was introduced by the Motor Accidents Compensation Act 1999

Under 
Proposed Scheme

Kate accesses necessary medical treatment 
and care from the date of accident. 

She receives periodic payments for her 
wage loss until her settlement is negotiated. 

Kate responds well to rehabilitation which allows 
her to return to suitable work duties on a part 

time basis a year later. 
Her injuries are assessed as meeting the 
whole person impairment threshold and 
her claim is settled after 3 years, including 

compensation for wage loss, 
treatment, permanent 
impairment and care.
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Simpler to navigate and claim

Injured people being able to claim through 
their own insurer would eliminate much of the 
confusion within the scheme, and would speed 
up the claim process as injured people no 
longer need to determine who was at fault. 

Support for all injured people

A no-fault scheme provides recovery support to 
all people injured in motor vehicle accidents. 
Motor vehicle accidents can arise from a 
momentary lapse in concentration and are 
sometimes outside a driver’s control. 

Faster claims resolution

By decreasing lengthy liability disputes 
through a no-fault scheme, we can reduce the 
time it takes to resolve a claim and speed up 
access to necessary medical care to optimise 
recovery. Our proposed model will reduce the 
time taken to resolve most claims from 3-5 
years to 2 years.

More affordable premiums

Defined benefits reduce the uncertainty of 
compensation claims and the incentives 
for fraudulent claims or exaggeration, 
which allows insurers to reduce the cost of 
premiums. If our model is implemented, 
we would expect a significant reduction in 
premiums for NSW motorists.

More support for the most seriously injured

We want to increase the proportion of benefits 
provided to those most seriously injured. 
Defined benefits provide access to immediate 
medical treatment and economic support 
for all who are injured. Preserving common 
law entitlements for those who are seriously 
injured and not at fault allows for provision of 
a lump sum for future needs. 

Benefits to
road users
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Broader benefits
Reducing the burden on healthcare 
and communities

Medical research indicates that injured 
people who sustain minor soft tissue injuries 
should continue to undertake their usual 
activities to optimise their recovery. By 
focusing the scheme on recovery, rather than 
compensation, we can better support those 
with minor injuries to get back to their families, 
communities and workplaces sooner. 

Maintaining insurance choice for consumers

Competitive private underwriting ensures 
customers have a choice of insurer, and can 
make their own decisions based on customer 
service, premium pricing and product range. 

Reducing scheme uncertainty 

Under a defined benefits structure, the 
variability of claims costs will stabilise as 
claims will be settled based on pre-determined 
amounts. With more certainty in the scheme, 
pricing and profits will be able to be predicted 
more accurately, ensuring both premium price 
and insurer profits are at an acceptable level. 

Ready to meet future driver needs

Trials of driverless vehicles have already 
occurred on Australian roads. The advent 
of driverless vehicles will only make 
a fault-based scheme more complex 
given an accident could technically be 
caused by the vehicle manufacturer, or a 
telecommunications provider. 

A first party, no-fault scheme allows those 
injured to lodge their claim against the insurer 
of the vehicle they were travelling in. The 
insurer will then manage this claim until it 
is resolved. This provides certainty that all 
people injured in motor vehicle accidents, 
whether caused by human error or mechanical 
fault, are entitled to the same compensation 
and care. 

Prioritising injury prevention

A first party scheme allows the insurer to tailor 
the premium according to the driver’s risk 
profile, and offer competitive incentives for safe 
driver behaviour. Preventing accidents will save 
lives and can significantly lower the costs of 
premiums within the scheme.  

Benefits to road users
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IAG’s proposed model - a first party, no-fault, 
scheme with defined benefits for all people 
who are injured and common law access for 
those with serious injuries who are not at 
fault, will deliver the following benefits for 
the NSW community:

• An increase in the proportion of benefits 
provided to the most seriously injured 
road users

• A reduction in the time it takes injured 
people to lodge and resolve a claim

• A reduction in opportunities for claims 
fraud and exaggeration

• A significant reduction in 
Green Slip premiums

Our proposed model is also flexible enough 
to address the trends towards driverless 
cars and telematics technology for drivers. 
And it meets the broader objectives for a 
best practice compulsory insurance scheme 
– one that focuses on prevention and recovery 
rather than compensation, provides an 
affordable safety net for all, and puts 
customer needs first. 

We welcome the opportunity to discuss 
our proposed model in more detail with all 
interested parties including NSW drivers and 
road users. 

A fairer scheme for all
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Helping to make your world a safer place
IAG is the largest general insurer in Australia and New Zealand. 
Under the NRMA Insurance brand, IAG is the largest CTP insurer 
in NSW, covering 1.9 million vehicles. In 2015 alone, we helped 
over 5,000 people recover from injury and paid out over $500 
million in claims. 
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